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BILL NO: HB 4098 (Revised) September 29, 2023 
 
SPONSOR (S): Kifowit – Reick – Walker 
 
SYSTEM: Five State-funded Retirement Systems (SERS, SURS, TRS, JRS, and 

GARS), and the Chicago Teachers’ Pension Fund 
 

  
 

FISCAL IMPACT 
 
An actuarial study has been performed on the major provisions of HB 4098 
by the Commission’s consulting actuary, Segal Consultants.  The change in 
State contributions to the Big 3 State Systems (TRS, SURS, and SERS) 
resulting from the benefit changes set forth in HB 4098 is shown below for 
the first year of implementation, FY 2026.  For the full actuarial study, please 
refer to Appendix I.  
 

State Contribution (Savings)/Cost for FY 2026 
($ in Millions) 

 TRS SERS SURS Total 
Baseline - - - - 
Change #1 – Tier 2 
Retirement Age 

$89 $22 $14 $125 

Change #2 – Tier 2 
Salary Cap to SSWB 

48 3 (1) 50 

Change #3 – Tier 2 
COLA Update 

66 41 25 132 

Change #5 – DROP 
Implementation 

39 6 7 52 

Change #6 – Additional 
$500 M Contributions 

(98) (39) (34) (171) 

Change #7 – 100% 
Funding Target by 2050 
Plus Contribution Level 
to ADC 

3,545 488 442 4,475 

Combined Changes 3,857 561 476 4,894 
*Actuaries assume a full fiscal year for analysis, despite the effective date of January 1, 2025  

PENSION IMPACT NOTE 
103RD General Assembly 
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SUBJECT MATTER:   HB 4098 is a pension reform omnibus bill that adjusts various 
components of the Tier 2 benefit structure of the Five State-funded Retirement Systems and the 
Chicago Teachers’ Pension Fund.  The bill also provides for a new funding schedule for the 
State Systems.  Each change is summarized below in the Comment Section.   
 
 
COMMENT:   
 
*All provisions of HB 4098 outlined below are effective January 1, 2025.  
 
Adjustment of Tier 2 Age & Service Requirements in SERS, TRS, and SURS 
 
Current Law  
 

• A Tier 2 member or participant is entitled to a retirement annuity upon written application 
if he or she has attained age 67 and has at least 10 years of service credit.  Tier 2 members 
are eligible to retire at age 62, with annuities reduced by ½ of 1% for each month under 
age 67. 

HB 4098 
 

• The bill makes changes to the age at which Tier 2 members in SERS, TRS, and SURS 
may retire with an unreduced annuity, as follows: 

o Age 62 with at least 35 years of service credit; 
o Attained age 64 with at least 20 years of service credit; 
o Attained age 67 with at least 10 years of service credit. 

• The early retirement reduction for Tier 2 members who retire at age 62 under current 
law would remain in force. 

 
Increasing the Tier 2 Pensionable Salary Cap to Social Security Wage Base in SERS, SURS, 
TRS, GARS, JRS, and the Chicago Teachers’ Pension Fund (CTPF)  
 
Current Law 
 

• Currently, the Tier 2 pensionable salary cap is equal to $123,489.18. 
o Members do not make contributions on wages above cap. 

• The Tier 2 cap is increased annually by the lesser of:  
o 3%; or 
o ½ the increase in CPI-U for preceding 12 months. 

 If CPI-U = 0, no increase is paid. 
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HB 4098 
 
Under HB 4098, the Tier 2 pensionable salary cap for the State Systems and CTPF is brought 
into line with the Social Security Wage Base, which as of 2023 was $160,200.  The bill provides 
an 8-year “ramp” from the current Tier 2 pensionable salary cap to the Social Security Wage 
Base, to take place during Calendar Years 2025 – 2032.  Beginning in Jan. 1, 2032, the Tier 2 
pensionable salary cap will be equal to the Social Security Wage base. 

o The bill specifies that the “wage base adjustment” shall mean the product that 
results from multiplying the difference between the federal Social Security Wage 
Base for the coming calendar year and the then-current Tier 2 pensionable salary 
cap by the “smoothing factor” for that calendar year, as shown below: 

1. For calendar year 2025, 12.5%; 
2. For calendar year 2026, 25%; 
3. For calendar year 2027, 37.5%; 
4. For calendar year 2028, 50%; 
5. For calendar year 2029, 62.5%; 
6. For calendar year 2030, 75%; and 
7. For calendar year, 87.5%. 

 
Change to the Tier 2 Automatic Annual Increase for SERS, TRS & CTPF 
 
Current Law 
 

• Each Tier 2 automatic annual increase is calculated at the lesser of: 
o 3%; or 
o ½ the annual unadjusted percentage increase (not less than zero) in the CPI-U. 
o If the increase in CPI-U is 0, no increase is payable. 
o Tier 2 COLA’s are not compounded in SERS, TRS, and CTPF. 

HB 4098 
 

• Beginning January 1, 2025, Tier 2 retirement annuities for both active and retired 
members shall be increased by the greater of the preceding 3-year rolling average of 
either: 

o 3%; 
o ½ the annual unadjusted percentage increase (not less than zero) in the CPI-U. 

• Tier 2 retirement annuities will continue to be non-compounded in SERS, TRS and 
CTPF; 

• The COLA change is prospective only; the bill does not provide for a recalculation of 
any Tier 2 COLA’s already paid. 
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Accelerated Pension Benefit for GARS & JRS 
 
Current Law 
 

• PA 100-0587 established parameters for an accelerated pension benefit payment in lieu 
of any pension benefit for SERS, SURS, & TRS (“Total Buyout”), as follows: 

o Inactive vested Tier 1 & Tier 2 members may elect to receive an accelerated 
pension payment equal to 60% of the present value of the member’s pension 
benefits in lieu of receiving a traditional retirement annuity. 

• PA 100-0587 also established an accelerated pension benefit for a reduction in annual 
Tier 1 retirement annuity and survivor’s annuity increases in SERS, SURS, and TRS 
(“COLA Buyout”), as follows: 

o A member may elect to receive an accelerated pension benefit payment equal to 
70% of the difference of the present value of the Tier One 3% compounded 
COLA and the present value of a reduced COLA (simple 1.5%); 

• Upon receipt of either of these payments, accrued service credit is terminated; 
• If an eligible member returns to service, all benefits earned are based solely on service 

after returning; the accelerated payment may not be repaid and credit cannot be 
reinstated; 

• P.A. 102-0718 extended the sunset date of the two buyout programs to June 30, 2026. 

HB 4098 
 

• HB 4098 establishes both a “Total Buyout” and “COLA Buyout” plan within GARS & 
JRS; 

• The buyout plans mirror the existing plans in SERS, SURS, & TRS, except that 
funding for buyout payments will come from the General Revenue Fund and not from 
proceeds from the State Pension Obligation Acceleration Bonds, as is the case with the 
existing buyout programs; and 

• HB 4098 establishes June 30, 2026 as sunset date of the GARS and JRS buyout 
programs. 

 
Deferred Retirement Option Plans (DROP) for GARS, SERS, SURS, TRS, JRS 
 
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); 
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o The pension annuity amount the worker is entitled to starting at 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 as Lump-Sum amount, which can be distributed in any of the 
following ways: 
 a one-time payment; 
 a payment plan over time; 
 a Payment rolled into an IRA. 

HB 4098 DROP Provisions 
 

• Beginning January 1, 2025, a DROP plan will be made available in GARS, SERS, 
SURS, TRS, and JRS for both Tier 1 and Tier 2 members.  Eligible participants must: 

o be in active service; 
o have attained an age within 5 years of retirement age; and 
o have at least 20 years of service credit in the pertinent system. 

• Participation in the DROP must be elected by the participant within 3 years of meeting 
the aforementioned requirements; 

• The DROP duration is 3 years; 
• Individual DROP accounts shall consist of: 1) the monthly retirement annuity the 

participant would have been eligible to receive if the participant had terminated service 
on the date of participation in the DROP; 2) employee contributions paid by the 
participant during the DROP period, and 3) interest on the balance in the DROP 
account at the rate of 7% per year, paid and compounded monthly; and 

• The member will receive the retirement annuity that they would have received had they 
retired on the date they entered the DROP, plus the balance in their individual DROP 
account. 

 
Additional Funding to Pension Unfunded Liability Reduction Fund 
 
HB 4098 amends the General Obligation Bond Act, such that every fiscal year after all bonds 
authorized by PA 93-0002 are retired in FY 2033, the State Treasurer shall direct the State 
Comptroller to transfer $500 million from the General Revenue Fund to the newly created 
Pension Unfunded Liability Reduction Fund for each fiscal year.  This fund shall be used to 
make additional contributions to the five State-funded systems plus CPTF based on the pro rata 
share of the State’s annual obligation to each pension fund relative to the total contribution to all 
6 pension funds for the ensuing fiscal year. 

 
Adjustment of Funding Ramp to 100% in 2050 for the Five State Systems and Additional 
Contributions 
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Current Law (Five State Systems)  
 

• The State shall make contributions to the five State-funded Systems such that a 90% 
funded ratio shall be attained by FY 2045.  

• Beginning in State FY 2046, the minimum State contribution for each FY shall be the 
amount needed to maintain the total assets of the System at 90% of total actuarial 
liabilities 

HB 4098 (Five State Systems) 
 

• The State shall make contributions to the State Systems to meet the cost of maintaining 
and administering the Systems on a 100% funded ratio by FY 2050. 

• Beginning in State FY 2025 and each fiscal year thereafter, there shall be an additional 
required State contribution of an amount equal to the difference between: 

o The required contribution under the new funding plan outlined above; and 
o The Actuarially Determined Contribution (ADC) for the fiscal year. 

 
Closure of GARS & JRS in 2025 
 
HB 4098 closes the window to join GARS & JRS after Jan 8, 2025; active participants in GARS 
may elect to terminate participation in GARS and transfer accumulated service credit from GARS 
to SERS.  The payment amount required for such service credit transfers will be equal to the 
amount of employee and employer contributions that would have been required had the member 
participated in SERS, plus regular interest from the date of service to the date of payment. 

 
 
ZH:bs 
LRB103 32408 RPS 61859 b 
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Appendix I 
 
The full actuarial study for HB 4098 is shown on the following pages: 
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