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FUNDING STATUS OF SYSTEM 

 

Q: What is the current funding status of TRS? 

 

The market value of the TRS total fund on December 31, 2011 was $34.65 billion. In raw numbers, TRS 

has unfunded liabilities of $43 billion.  But, the solvency of a pension fund is best measured by its 

“funded ratio.”  The funded ratio is found by dividing the net assets of a pension plan by the amount of 

money it is expected to have available to pay to retirees and toward other expenses over the course of a 

certain period of years (an amount known as accrued actuarial liabilities).  The result is the percentage of 

the accrued liabilities that are covered by the current assets including returns on investments from those 

assets. Most pension experts appear to recommend a funded ratio of 80 percent.  TRS has a funded ratio 

of 48.4 percent.  However, this funded ratio is somewhat “rosy” in that it assumes an elevated annual rate 

of return on investments of 8.5 percent, while most experts suggest an assumed rate of return of 7.5 

percent or lower.  If TRS were to lower its assumed rate of return, its net asset figure would be lower, and 

the funded ratio would be even lower. 

In 2003,  Illinois‟ 5 State pension systems (State Employees’ Retirement System, Teachers Retirement 

System, State Universities Retirement System, Judges’ Retirement System and General Assembly 

Retirement System) had unfunded liability of $43 billion ranking dead last in the U.S. No other state (even 

those with the worst funding records) was even close.  In 2011, Illinois‟ 5 State pension systems had 

unfunded liability of $85 billion, remaining the worst funded pension system in U.S..  TRS represents 

$43.8 billion of that amount. 

 

Q: When is TRS predicted to become insolvent? 

 

Several commissions and consultants have assessed the continued “solvency” of TRS based on available 

and projected data.  Two major studies (Barclays International and Buck Consultants) investigated the 

expected lifespan of TRS.  The Barclays International study assumed a rate of return of 7.6 percent per 

year and that the state would continue to meet its funding obligations.  It concluded TRS would become 

insolvent in 2038.  A study commissioned by TRS and conducted by Buck Consultants, evaluated the 

future of TRS using three assumptions: (1) If legislators fund the program with $2.4 billion as it did in 

FY2011 and continue to increase contributions by 3 percent each year, then insolvency will not come 

until 2049; (2) If legislators continue to contribute $2.4 billion without increases, TRS will become 

insolvent in 2037; (3) If TRS receives $1.44 billion per year without increases, it would become insolvent 

in 2029.  TRS has not published the assumed rate of return for the Buck Consultants study. 

 

TRS itself now posits that if the State cuts its contribution to TRS next year and in subsequent years, TRS 

“stress test” scenarios indicate the worst case is that TRS would become insolvent in 2030 when benefit 

obligations would exceed assets.  The best case scenario shows TRS remaining solvent until 2049.  The 

TRS calculations are as follows:   

1. TRS FY 2012 contribution grows at 3% each year for the next 37 years. 

 TRS would become insolvent in 2049 with a $2.9 billion dollar deficit. 

2. TRS FY 2012 current $2.4 billion annual contribution remains the same for the next 37 years. 

 TRS would become insolvent in 2038 with an $8.4 billion dollar deficit. 

3. TRS FY 2012 contribution levels are cut to 60% of the original level to $1.4 billion and 

remains at that level for 37 years. 

 TRS would be insolvent in 2030 with a $434 million dollar deficit. 
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Q:  What is the current plan for addressing this underfunding problem? 
 

While no longer a feasible plan, the Illinois legislature acted in 1995 to put in place a plan to fund the 5 

State pension systems at a 90 percent ratio by 2045, beginning with a 15-year “ramp-up” period and then 

making full payments beginning in 2010 based on the funds needed to contribute an actuarially 

determined amount equal to how much money the state would have to contribute to reach that funded 

ratio of 90 percent by 2045.  Illinois essentially makes two types of payments into the pension systems are 

divided into two types: normal cost and amortization cost.  One portion of the payment consists of the 

normal cost: the cost of benefits accrued by all active employees during a year.  The other portion of a 

payment is the amortization cost:   the cost to pay off what the State owes to the pension systems to 

comply with the requirements of its1995 law aimed targeting a 90 percent funding ratio for the five state-

funded pension systems. 

 

According to TRS projections, in year 2036, the State will cease to have any “normal costs”.   In the final 

year of the 1995 plan, year 2045, the State is projected to incur a bill for $9.9 billion for amortization 

costs (less a smaller amount of “normal costs”).   If the State were to meet its obligations, the next year, to 

sustain a 90 percent funding ratio, the State‟s aggregated amortization and normal costs would drop to a 

much more manageable figure below a billion dollars a year.  However,  the TRS Board of Trustees 

themselves,  on March 30th approved a resolution which acknowledges that due to changing 

circumstances that call into question the General Assembly‟s ability to meet the existing plan to fund 

TRS, drastic changes are needed to maintain the long-term viability of TRS and the other state pension 

systems.  

 

Q:  Has TRS provided any express guidance on these issues? 

 

From the TRS website, the following sobering message is shared with the membership:     

“The Trustees have directed TRS Executive Director Dick Ingram to inform TRS members, organized 

labor, legislators and other government officials that growing state budget deficits over the next five years 

could lead to insolvency for TRS in as little as 18 years, unless meaningful changes are made in the 

pension funding mechanism. There are three key elements to “meaningful” pension reform.  

According to projections from TRS and other sources, the state‟s backlog of unpaid bills is expected to 

grow from $9.2 billion this year to $34.8 billion by fiscal year 2017. Pension costs are expected to grow 

by 35 percent during the period of time to $7.8 billion. This bad budget news is putting real pressure on 

legislators to make substantial cuts this year in the state‟s $33 billion budget. One target many legislators 

have mentioned is a reduction in next year‟s statutorily-required $5.8 billion contribution to the state‟s 

pension systems. (The TRS share of that contribution is $2.7 billion.)  

 

Until this year, TRS always operated under the assumption that state government will follow the law and 

make its entire payment. We no longer can count on this assumption and it is more likely that the General 

Assembly will change the law to lower the statutorily-required contribution.”  

 

 

SYSTEM MANAGEMENT AND REVENUES 

 

Q: How is TRS supposed to be funded? 

 

TRS Members 
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TRS members make payments which constitute about 13% of  the funding of TRS. While working, 

members are required to pay  9.4% of their earnings for retirement system benefits.  Members also are 

required to contribute 0.84 percent of pay to support the Teachers' Retirement Insurance Program (TRIP). 

School Districts 

School districts and TRS-covered employers are also required to contribute to the program (.58% of 

payroll) which constitutes approximately 2.5% of funding.  

State of Illinois 

The state is legally obligated to contribute to TRS.  The State‟s contribution stands at approximately 

30.5% of TRS funding. 

Investment Income 

The principal source of contributions to TRS funding, at approximately 54%  per year,  is the investment 

income from the Funds‟ assets of about $31 billion. 

Q: How is TRS actually being funded? 

 

As indicated above, while TRS members and school districts have never missed a payment, the State of 

Illinois has woefully ignored its funding obligations for over 40 years, plunging TRS into a serious debt 

crisis.  Pursuant to a statutory change in 1995, the state put in place a plan to fund the plan at a 90 percent 

ratio by 2045, beginning with a 15-year “ramp-up” period and then making full payments beginning in 

2010 based on the funds needed to contribute an actuarially determined amount equal to how much 

money the state would have to contribute to reach that funded ratio of 90 percent by 2045.  However, in 

FY2006 and FY2007, the Governor‟s Office and Legislature elected to take a “pension holiday” during 

which the state reduced its pension investment payments by about $1 billion.  In FY2011, legislators 

made the full payment under the 1995 legislation of $2.4 billion.  The pension fund is also, from time to 

time, funded by borrowing.  The most recent bond sales were issued in FY2003, FY2010 and FY2011. 

 

While the practice varies widely among school districts, there is authority for a school board to negotiate 

with its teachers‟ union to pay for all or a portion of the teachers‟ contribution to TRS.   

 

Q: Who manages TRS? 

 

The Board of Trustees of TRS is composed of the State Superintendent of Education, who is the president 

of the Board, six members appointed by the government who cannot be teachers, four members that are 

currently teachers and are elected by contributing members, and two members that are retired teachers 

elected by annuitants. The Board of Trustees elects its own vice president from among its members. The 

Board of Trustees appoints an executive director, who has ongoing, daily responsibility for the operation 

of TRS.  The executive director also serves as the secretary of the Board of Trustees. TRS relies on the 

combined resources of external investment managers, internal staff and consultants.  TRS It is required to 

invest the trust assets “in accordance with the general fiduciary rules of both state and federal laws”.  

TEACHER AND PUBLIC PENSION PLAN COMPARISONS 

 

Q: How does TRS compare to other public pension plans in Illinois? 

 

http://www.ehow.com/info_8371314_pays-trs-illinois.html
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The healthiest statewide public pension plan in Illinois is the Illinois Municipal Retirement Fund (IMRF), 

which has a funded ratio of 86 percent.  IMRF differs from TRS in that the individual public employers 

contribute to the fund based on an annual, actuarially determined sum based on the employer‟s individual 

liability to the fund (determined by the number and salary of employees).  Because the state does not 

contribute to IMRF, the numerous State pension holidays taken by the State did not adversely affect the 

health of the IMRF system.  The IMRF also differs from TRS because its members pay into and receive 

Social Security.  As a result, the employee contribution rate to IMRF is only 4.5 percent, though the 

employee may contribute more to receive an increase in benefits.   But that 4.5 percent is in addition to 

whatever the employee pays Social Security, and it also means the employer must absorb the cost of 

contributing to Social Security. 

 

The State Employee Retirement System (SERS) and the State University Retirement System (SURS) 

operate more akin to TRS in that the state is responsible for contributing to the pension fund.  SERS is a 

little different because some members do receive Social Security, so those members have a lower 

contribution rate, 4 percent, while other SERS members and all SURS members contribute 8 percent of 

their salary.  SERS has a funded ratio of 37.4 percent.  SURS has a funded ratio of 46.4 percent. 

Some current estimates place the underfunding of the State‟s 5 pension systems (TRS, SERS, SURS, 

General Assembly Retirement System (GARS) and the Judges‟ Pension System (JRS)) at more than $83 

billion. 

 

Q: How does TRS compare to teacher retirement systems in other states? 

 

Illinois State pension system funded ratios have been estimated to be approximately 43%.  This figure is 

well below the national state funded retirement average ration of 84%.  The largest financial problem 

Illinois faces is unfunded pension debt.  Because contribution levels and annuities are significantly 

affected by whether a pension system is covered by Social Security, it is only fair to compare TRS to 

systems in other states that also do not enable teachers to collect Social Security. The average annuitant in 

Illinois receives $41,532 per year. 

 

Ohio has traditionally offered a direct benefits plan, but has recently provided the additional option of a 

direct contribution plan or a combined plan.  Employees in the direct benefits plan contribute 10 percent 

of their salary while the districts contribute 14 percent of their payrolls.  The system has a funded ratio of 

59.1 percent and the average annuitant receives $37,249 per year. 

 

In Massachusetts, teachers contribute 11 percent of their salary while the state only contributes 2.6 

percent.  The funded ratio of the system is at 63 percent, and the average annuitant receives $38,000 per 

year. 

 

Finally, teachers in California contribute 8 percent of their salary toward their pension, while the school 

district pays 8.25 percent and the state pays 4.517 percent of total payrolls toward the teacher pension 

system.  Even assuming a 6 percent rate of return, California TRS has a funded ratio of 61 percent.  The 

average annuitant in California receives $48,996 per year. 

 

Q: Why is TRS worse off than teacher pension systems in other states? 

 

It is widely acknowledged that the State of Illinois caused this problem.  For over 40 years, the State has 

failed to fund the pension systems properly.  The State simply spent pension money on other matters. The 

State also actually added pension benefits for employees without increasing contributions to pay for them.  

The State has made repeated bad investment planning decisions.    It is interesting that the employees in 

the system, and local school districts,  have always made their required contributions. 
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A recent example of the system‟s poor planning, occurred in FY2006 and FY2007,  when the Illinois 

legislature elected to take a “pension holiday” during which they severely underfunded state pension 

plans.  In FY2005, legislators contributed $1.2 billion to TRS, but that number dropped to $555 million in 

FY2006 and $776 million in FY2007.  This pension holiday could not have come at worse time, as the 

market soared during those years.  In FY2006, TRS saw a rate of return of 11.8 percent, followed by a 

19.2 percent return in FY2007.  However, by FY2008 the state had increased its payments to $1.106 

billion, followed the next year by $1.5 billion, but the rate of return plummeted. In FY2008 the rate of 

return fell to negative 5 percent, and fell even more to negative 22.7 percent in FY2009.  Therefore, TRS 

missed an opportunity to invest when the market was good, and ended up losing more money by investing 

when the market was falling. 

 

TRS and pension plans were also harmed in the $10 billion 2003 bond sale.  The full $10 billion was 

supposed to be invested to pay for future obligations, but, instead, legislators used $2.1 billion of the 

funding to pay current annuitants.  It was another lost opportunity to use money to make money. 

 

 

SOLUTIONS TO SYSTEM CONCERNS 

 

Q: Can future benefits to current employees and retirees be cut or contributions increased? 

 

The traditional view in this area (based on decades of Illinois Supreme Court precedent interpreting the 

1970 Illinois Constitution) has been that the Illinois Constitution would prohibit the reduction of 

contractual pension benefits for current employees and retirees.  More recently, a number of varying 

opinions have surfaced on these issues, including a 76-page treatise by Eric Madiar, who is the chief legal 

counsel for Senate President John Cullerton and a legal opinion issued by former appellate court justice 

Gino DiVito, which has been endorsed by the Illinois State Bar Association.  The principal opposing view 

and analysis, which posits that benefits for current employees may be reduced, was commissioned by the 

Civic Committee of the Commercial Club of Chicago and authored by the law firm Sidley Austin LLP. 

 

The legal arguments center on the meaning of Article XIII, Section 5 of the Illinois Constitution (the 

“Pension Clause”), which provides:  

 

“Membership in any pension or retirement system of the State, any unit of local government or 

school district, or any agency or instrumentality thereof, shall be an enforceable contractual 

relationship, the benefits of which shall not be diminished or impaired.” 

   

Madiar and DiVito take the position that an employee has an enforceable contractual relationship with the 

state as soon as he or she begins contributing to the pension fund.  This means that as soon as a person 

begins working, his or her benefits cannot be reduced, nor can his or her contributions be raised without 

an increase in benefits. Several Illinois Supreme Court cases support this argument.  Madiar and DiVito 

also studied the debate of when the Pension Clause was amended to the state Constitution in 1970, and 

concluded the debate makes clear the purpose of the Pension Clause is to protect employees from any 

reduction in their expected pensions from the day they were hired.  The Court has, however, upheld 

changes to employment conditions that tangentially affect pension benefits such as mandatory retirement 

ages for fire fighters. 

 

The law firm of Sidley & Austin first argues that the Pension Clause only protects pension benefits 

already accrued by employees, but does not protect pension benefits going forward.  It argues that 

legislation can be drafted in such a way that it does not affect already-accrued benefits while also 

reducing future benefits. It argues that the cases relied on by Madiar and DiVito are not applicable 

because the pension adjustments in those cases did not attempt to draw this fine line.  It also interpreted 
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the constitutional debate to reveal that this going-forward change in pension benefits was envisioned by 

the drafters.  Alternatively, Sidley argues that the state has a contractual relationship with the employees 

so it may bargain with them to adjust the terms of the contract.  In any contract each party must give up 

something of value to them (known as consideration) in exchange for receiving something of value from 

the other party.  Sidley argues that because the state will have less money if pension costs continue to 

balloon, and therefore will have to lay workers off, that the state can offer employees, as consideration, a 

promise not to lay people off, in exchange for employees promising to accept reduced benefits.  Madiar 

takes issue with Sidley‟s second argument by pointing out that most state workers have protections from 

being laid off unless it‟s “for cause,” thus, the state would not really be promising workers something 

they did not already possess – a promise of continued employment. 

 

The most directly affected (or potentially affected) unions, the IEA, IFT and AFSCME  have publicly 

declared their opposition to such proposals and have vowed to bring judicial challenges if such measures 

pass. Those promoting such legislation argue that such legislation would be constitutional. 

 

Since the enactment of the Pension Clause in the 1970 Illinois Constitution, over the past 40 years, 

Illinois courts have ruled multiple times on similar issues, i.e.  legislation intended to or having the effect 

of  reducing pension benefits for current or retired public pension members or to raise active member 

contributions,  without a corresponding increase in benefits.  Those efforts have been held to be 

unconstitutional. 

 

Q: What solutions have been proposed to currently fix TRS? 

The first significant system change occurred for new teachers hired in Illinois after January 1, 2011.  

Public Act 96-0889, which was signed into law in the spring of 2010, amended the Pension Code to 

create different benefits to anyone who first contributes to TRS on or after January 1, 2011 and has no 

prior service credit with a pension system that has reciprocal rights with TRS.  The change will not allow 

the State to catch up on its debt for existing teachers pensions, but is intended to eliminate the State 

contributions for teachers hired after January 1
st
.  TRS concludes that these new teachers will not only be 

paying toward their own future defined benefits, but will be paying toward the unfunded liability now 

owed by the State, i.e they will be contributing more than their benefits are worth.  These  new TRS 

members are referred to as “Tier II” members.  Changes from the “Tier I” pension law include raising the 

minimum eligibility to draw a retirement benefit to age 67 with 10 years of service, initiating a cap on the 

salaries used to calculate retirement benefits, and limiting cost-of-living annuity adjustments to the lesser 

of 3 percent or ½ of the annual increase in the Consumer Price Index, not compounded.  

 

Q: What solutions have been proposed that affect current active working 
members? 

Senate Bill 512, continues to draw the greatest public and legislative attention on this issue and remains 

one of the two principal legislative proposals in this area.  The plan which was introduced during the 

spring 2011 legislative session, was largely derived from work done by the Civic Committee of the 

Commercial Club of Chicago.  The legislative proposal is known as Senate Bill 512, sponsored by Senate 

President John Cullerton in the Senate and in the House by Minority Leader Tom Cross. 

In a nutshell, the plan offers current teachers, university employees and state workers three pension 

options: remain in the current system but pay more to do so, shift into a second tier for workers hired after 

January 1
st
,  that has reduced benefits,  or choose a self-managed, 401(k)-styled defined contribution plan. 

The concept of the proposal, as developed by House Republican Leader Tom Cross, for members of the  

state pension plans (and proposed various municipal retirement systems) would be allowed to keep all 

http://www.civiccommittee.org/
http://www.civiccommittee.org/
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benefits they have “earned” to date but be required to make significant additional contributions for all 

benefits being earned or accrued going forward.  

The legislation would create three tiers that current teachers could choose to join.   

 

1. Tier 1 teachers could retain all the benefits they are presently due upon retirement, but they 

would have to begin contributing 13.77 percent of their salary and that contribution rate 

would be recalculated every three years to ensure a fully-funded system.  

2. Tier 2 teachers would still be in a defined benefits plan, but their benefits would be about 30 

percent less than benefits for a Tier 1 teacher.  However, Tier 2 teachers would start by 

contributing only 6 percent of their salary per year.   

3. Tier 3 teachers would enter a 401(k)-style system, in which the employee would contribute at 

least 6 percent of his or salary to a fund and the “employer” (this appears to be the State) 

would contribute another 6 percent. Tier 3 teachers would then be entitled to whatever was in 

the fund at the time of their retirement. 

  

If this plan were enacted, teachers could move up from Tier 1 to Tier 2 or Tier 3, or from Tier 2 to Tier 3, 

but teachers could not move back down the tiers.  The Cullerton/Cross plan would have the school district 

contribute 6 percent of a teacher‟s salary to a self-managed plan.  However, it would guarantee the state 

will continue to fund the pension system through 2045 with the goal of reaching a 90 percent funded ratio 

by that year. 

 

The other current legislative proposal is titled House Bill 5754, sponsored by Rep. Mike Fortner.  This 

legislation would create two options for teachers involving self-managed plans.  The first option would 

allow a teacher to retain the direct benefit plan benefits he or she has already accrued by having their 

direct benefit annuity levels calculated using the teacher‟s salary at the time of the passage of the act or 

the end of the teacher‟s current contract. In other words, if a teacher is making $35,000 now, but works 

for another 20 years, getting raises the whole time, the direct benefit annuity would be calculated as if the 

teacher earned $35,000 the whole time.  The teacher would then be enrolled in a self-managed plan in 

which he or she would contribute to simultaneously as he or she continues to contribute to the direct 

benefits plan.  The teacher would contribute half the usual rate of the traditional plan, and would 

contribute 6 percent of his or her salary to the self-managed plan.  The “employer” (appears to be the 

State) would contribute another 6 percent to the self managed plan.  At retirement, the teacher would 

receive the annuities from the direct benefit plan and the self-managed plan. 

 

The second option would allow teachers to elect to move all their contributions from the current direct 

benefits plan with interest to a self-managed plan and give up any interest in the benefits from the 

traditional direct benefit plan.  If a teacher elected to do this, the teacher would contribute at least 8 

percent of his or salary to the self-managed plan and the state would contribute an amount equal to 7.1 

percent of the teacher‟s salary.   

 

Under both options, the district would pay 3 percent of any increase in salary for current teachers, starting 

from the effective date of the legislation or the end of the teacher‟s current contract.  This would also 

apply to any new teachers. 
 

Q: What other options are being discussed? 

In addition to the 2010 pension changes for new teachers, already in place, and the two legislative 

initiatives discussed above, which propose to potentially reduce pension benefits for current public 

employees, some suggestions have begun to be raised about gradually shifting unfunded liability and/or 

the normal cost of teachers‟ pensions from the State to local school districts.   Questions are being raised 



9 
 

by some legislators, and the Governor‟s office, about the wisdom of the State paying anything at all for 

individuals like teachers, who are not State employees. 

 

Madigan Proposal   (Shift Costs to Local Districts) 

 

Speaking at Elmhurst College in January 2012, Speaker Mike Madigan voiced his support for asking 

school districts to start contributing to a teacher‟s pension plan.  He chided school districts, stating “I 

don‟t think it‟s out of line to ask the local districts „why don‟t you contribute to this cause?  These are 

your employees.”  Ironically, Illinois‟ pension problem has continued and grown for over 40 years.  

During that entire period, Speaker Madigan has served in the legislature and the State‟s practices and 

failure to meet their funding obligations have played a significant role in current problems.  Speaker 

Madigan‟s comments further fail to consider the fact that school districts are currently hamstrung by 

innumerable unfunded mandates from the State which grow every day.   Senate President Cullerton has 

also expressed support for such initiatives in the past, stating school districts need to have some “skin in 

the game” when they are negotiating with teachers‟ unions. Not long after Speaker Madigan‟s 

announcement, Gov. Pat Quinn announced his support for shifting pension costs from the state to school 

districts, but he did not provide any specifics about whether school districts would have more freedom to 

increase their tax levies or cut other currently-mandatory funding.  

 

Quinn Proposal (Public Pension Stabilization Plan) 

 
[From the TRS website]  “Governor Pat Quinn on April 20 outlined a “public pension stabilization plan” 

that he estimates will save the state between $65 billion and $85 billion by 2045 and will erase the 

systems‟ unfunded liability by 2042….If enacted, these changes would likely face a court challenge 

lasting several years. 

 

The plan does not change one thing for members who already are retired. TRS has not yet modeled 

aspects of the governor‟s plan so we do not yet know how much this plan will cost active TRS members. 

TRS has not seen specific legislative language. 

 

Here are changes that will affect active TRS members: 

 A 3 percentage point increase in the member contribution, from 9.4 percent to 12.4 percent  

 The retirement age will be gradually increased over several years to age 67.  

 Upon retirement, the cost of living adjustment will be changed from 3 percent compounded to a 

 COLA that is capped at 3 percent or one-half of the consumer price index, whichever is less. The 

 new COLA is not compounded.  

 Upon retirement, a member‟s COLA will not begin until 5 years of retirement, or age 67, 

 whichever comes first.  

While the governor‟s plan alludes to reducing the state “subsidy” for health insurance premiums that 

retired state employees receive, this part of the plan is likely not aimed at TRS members. Retired TRS 

members pay an average health insurance premium of $577 in retirement. State employees that have 

worked 20 years currently pay no health insurance premium in retirement. The reality is the state wants 

them to be like TRS members and pay a premium. 

 

Other parts of the pension stabilization plan are: 
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 A strong guarantee written into state law that requires the state to pay its full annual contribution 

 to TRS and the other pension systems.  

 Over the next several years, school districts will have to begin paying the total annual cost of TRS 

 pensions.  

 Only public employees will be allowed to be members of the state‟s public pension systems – no 

 private organization employees are allowed.  

EFFECTS ON LOCAL SCHOOL DISTRICTS 

 

Q: How would the proposals to shift funding to local districts affect schools? 

 

In their current form, it would be crippling.  The current cost of the TRS contributions to the system are 

split among active teachers, school districts and the State, with investment returns on current TRS equity 

constituting an additional source of revenues to the system.  The “skin in the game” proposal would 

require school districts to assume a new share of the annual pension costs.  Current TRS estimates  of the 

cost of such a funding shift to local districts places the increase in school district contributions from a 

current total of $171 million per year to more that $700 million per year.  However, President Cullerton 

has given some indications that under his proposal, suburban and downstate school districts would be 

allowed to raise property taxes in order to pay for this new unfunded mandate, and that such a system 

would be phased in during a “ramp up” period of several years to bring district funding gradually up to 

required levels. 

 

If a simple one-size fits all pension fix is established, requiring increased school district pension 

contributions, without accompanying tax cap relief for districts, or consideration of the current obligations 

of many districts under their bargaining agreements with staff relative to TRS payments and retirement 

provisions, the financial impact would be immediate and disastrous.   This is not an insignificant new 

mandate, but rather would require school districts to make immediate staff cuts.  Any solution that shifts 

the cost of paying for pensions to the districts will take a bite out of existing district budgets that are 

already shaved close to the bone.  Pension costs constitute enormous costs, on a district-wide scale.  Any 

large new mandate, which any increased District pension pickup would mean, without accompanying 

funding means the need for either significant staff/program cuts, or borrowing, or both.   There are two, 

draft pieces of legislation, House Bill 5102 and House Bill 4021, which would give school districts 

greater flexibility by creating a PTELL special purpose extension for pension funding or by allowing 

districts to keep the portions of their property tax revenue that they usually have to refund. 

 

Q: Will school districts be able to cut mandatory spending or control benefit levels? 

 

None of the current models or solutions discussed so far would allow a school district to cut any 

mandatory spending or control benefit levels.  The only control that districts would have on benefit levels 

would be to address teachers‟ salaries. 

 

Q: How can I affect the solution? 

 

Contact your legislator and tell them the needs of your district and school districts generally.  Explain to 

parents and voters in your district how your district is currently affected by unfunded mandates too 

numerous to count, and how amendments to TRS which shift the State funding responsibilities to local 

districts will profoundly affect your district‟s ability to provide a quality education.  Promote the 

involvement of a local school district representative as an essential participant in these solutions,  to be 

included in any of these discussions regarding legislative solutions and possible fixes.  


