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AN ACT in relation to public enpl oyee benefits.

Be it enacted by the People of the State of |Illinois,

represented in the General Assenbly:

Section 5. The Illinois Pension Code is anmended by
changi ng Sections 7-171 and 7-173.2 and adding Sections
7-199.4 and 7-199.5 as foll ows:

(40 ILCS 5/7-171) (fromCh. 108 1/2, par. 7-171)

Sec. 7-171. Finance; taxes.

(a) Each nmunicipality other than a school district shal
appropriate an anount sufficient to provide for the current
muni ci pality contributions required by Section 7-172 and

Section 7-199.4 of this Article, for the fiscal year for

whi ch the appropriation is mnmade and all anmounts due for
muni ci pal contributions for previ ous years. Those
muni ci palities which have been assessed an annual anount to
anortize its unfunded obligation, as provided in subparagraph
5 of paragraph (a) of Section 7-172 of this Article, shal
include in the appropriation an anount sufficient to pay the
anpunt assessed. The appropriation shall be based upon an
estimate of assets available for nunicipality contributions
and liabilities therefor for the fiscal year for which
appropriations are to be nmade, including funds avail able from
| evies for this purpose in prior years.

(b) For the purpose of providing nonies for municipality
contributions, beginning for the year in which a nunicipality
is included in this fund:

(1) A nunicipality other than a school district may
|l evy a tax which shall not exceed the anmount appropri ated
for municipality contributions.

(2) A school district may levy a tax in an anount

reasonably calculated at the tinme of the levy to provide
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for the nunicipality contributions required under Section

7-172 and Section 7-199.4 of this Article for the fiscal

years for which revenues fromthe levy will be received

and all anmpbunts due for nmunicipal contributions for

previ ous years. Any |evy adopted before the effective
date of this anendatory Act of 1995 by a school district
shall be considered valid and authorized to the extent
that the anmount was reasonably calculated at the time of
the levy to provide for the nmunicipality contributions
requi red under Section 7-172 for the fiscal vyears for
which revenues from the levy will be received and al
anounts due for municipal contributions for previous
years. In no event shall a budget adopted by a school
district limt a levy of that school district adopted
under this Section.

(c) Any county which is served by a regional office of
education that serves 2 or nore counties may include in its
appropriation an anount sufficient to provi de its
proportionate share of the nunicipality contributions for
that regional office of education. The tax I|evy authorized
by this Section may include an anmount necessary to provide
nmoni es for this contribution.

(d) Any county that is a part of a multiple-county
health departnent or consolidated health departnment which is
formed under "An Act in relation to the establishnent and
mai nt enance of county and nultiple-county public health
departnents", approved July 9, 1943, as anended, and which is
a participating instrunentality may include in the county's
appropriation an anount sufficient to provi de its
proportionate share of nunicipality contributions of the
depart nent. The tax levy authorized by this Section may
i nclude the amobunt necessary to provide nonies for this
contri bution.

(d-5) A school district participating in a special
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education joint agreenent created under Section 10-22.31 of
the School Code that is a participating instrumentality may
include in the school district's tax |levy under this Section
an amount sufficient to provide its proportionate share of
the municipality contributions for current and prior service
by enpl oyees of the participating instrunentality created
under the joint agreenent.

(e) Such tax shall be levied and collected in like
manner, with the general taxes of the municipality and shal
be in addition to all other taxes which the nmunicipality is
now or may hereafter be authorized to levy upon all taxable
property therein, and shall be exclusive of and in addition
to the anount of tax Jlevied for general purposes under
Section 8-3-1 of the "Illinois Minicipal Code", approved My
29, 1961, as anended, or under any other law or |aws which
may |imt the anmount of tax which the nunicipality may |evy
for general purposes. The tax may be | evied by the governing
body of the municipality without being authorized as being
additional to all other taxes by a vote of the people of the
muni ci pality.

(f) The county clerk of the county in which any such
municipality is located, in reducing tax levies shall not
consider any such tax as a part of the general tax Ilevy for
muni ci pality purposes, and shall not include the sane in the
l[imtation of any other tax rate which may be extended.

(g) The anobunt of the tax to be levied in any year
shall, wthin the [imts herein prescribed, be determ ned by
t he governing body of the respective nunicipality.

(h) The revenue derived fromany such tax levy shall be
used only for the purposes specified in this Article and, as
collected, shall be paid to the treasurer of the nunicipality
| evying the tax. Monies received by a county treasurer for
use in making contributions to a regional office of education

for its municipality contributions shall be held by himfor
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that purpose and paid to the regional office of education in
the same manner as other nonies appropriated for the expense
of the regional office.

(Source: P.A 89-329, eff. 8-17-95; 90-448, eff. 8-16-97;
90-511, eff. 8-22-97; 90-655, eff. 7-30-98.)

(40 I1LCS 5/7-173.2) (fromCh. 108 1/2, par. 7-173.2)

Sec. 7-173.2. Pickup of enployee contributions.

(a) Until July 1, 1984, each participating nmunicipality
and each participating instrunentality may elect, for all of
its enployees, to pick up the enpl oyee contributions required
by subparagraphs 1 and 3 of subsection (a) of Section 7-173
and, in the case of sheriff's law enforcenent enployees,
requi red by Section 7-173.1. The pick up may be for enpl oyee
contributions on earnings received by enployees after
Decenber 31, 1981 and shal | be appl i cabl e to t he
contributions on total earnings paid in any nonth. The
decision to pick up contributions shall be made by the
gover ni ng body.

Begi nni ng July 1, 1984, +the pick up of enployee
contributions shall cease to be optional. Each participating
muni ci pality and participating instrumentality shall pick up
the enployee contributions required by subparagraphs 1 and 3
of subsection (a) of Section 7-173 and, in the case of
sheriff's law enforcenent enpl oyees, contributions required
by Section 7-173.1, for all conpensation earned after such

dat e. Beqgi nni ng Apri | 1, 2002, each participating

muni ci pality and participating instrunmentality shall pick up

the enployee contributions required by subsection (d) of

Section 7-199.4, for all conpensation earned on or after that

(b) Contributions that are picked up shall be treated as
enpl oyer contributions in determning tax treatnment under the

United States | nt er nal Revenue Code. The enpl oyee
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contribution shall be paid fromthe sane source of funds as
is used in paynment of earnings to the enployee and may not be
paid fromfunds raised by the tax | evy authorized by Section

7-171. The contributions shall be picked up by a reduction

i n earnings paynent to enployees. Enpl oyee contributions
that are picked up shall be considered as earnings under
Section 7-114. | f a partici pating muni ci pal ity or

participating instrunmentality fails to report participating
enpl oyee earni ngs whi ch shoul d have been reported to the fund
and pays the enployee the full anpbunt of earnings including
enpl oyee contributions which should have been picked up and
forwarded to the fund, then the enployee shall make paynent
of the enployee contributions to the fund on behalf of
enpl oyer and such contributions shall be considered as picked
up contributions if paid in the year the earnings were
received, or Dby January 31st of the follow ng year, and are

reflected as picked up on reports to the Internal Revenue

Servi ce. If they cannot be so reflected, or if received
after that date, they shall not be treated as picked up
contributions. Picked wup enployee contributions shall be

consi dered as enpl oyee contributions in conputing benefits
paid under this Article 7.

(c) Subject to the requirenments of federal law, an
enpl oyee may el ect to have the enployer pick up optional
contributions that the enployee has elected to pay to the
Fund, and the contributions so picked up shall be treated as
enpl oyer contributions for the purposes of determning
federal tax treatnent. The enployer shall pick up the
contributions by a reduction in the cash salary of the
enpl oyee and shall pay the contributions fromthe sanme source
of funds that is used to pay earnings to the enployee. The
enpl oyee's el ection to have the optional contributions picked
up is irrevocable and the optional contributions may not

thereafter be prepaid, by direct paynment or otherw se.
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(Source: P.A 90-766, eff. 8-14-98.)

(40 I LCS 5/7-199. 4 new)

Sec. 7-199.4. To administer a program of group health

benefits. To administer a programof qgroup health benefits

for retired enpl oyees and their dependents and survivors and

to provide subsidies for those retired enpl oyees who elect to

continue to participate in their forner | MRF enpl oyer's qgroup

health plan under the continuation privilege.

(a) For the purposes of this Section:

"Active enployee" neans an enpl oyee of an | MRF enpl oyer

who is participating in | MRF per Section 7-137.

"Continuation privilege" neans the right of a forner

enpl oyee to continue participation in the former enployer's

health plan, as established under the Illinois |Insurance Code

and applicable federal | aw.

"I MRF enployer” neans a participating nunicipality or

participating instrunentality.

"1 MRF group heal t h plan" neans the plan (either

self-funded or a policy of qgroup accident and heal th

i nsurance) selected by the | MRF Board of Trustees to provide

health insurance benefits to retired enpl oyees, their

dependents and survivors.

"Retired enployee" neans a person who iS receiving a

retirenent annuity fromthe Fund.

"Surviving spouse" neans a person who iS receiving a

survi ving spouse annuity under Section 7-154.

"Eligible retired enpl oyee" neans a retired enpl oyee who

had at |l east 8 yvears of |IMRF service credit and who made the

contributions required under subsection (d) for at |east one

"Eligible surviving spouse" neans a surviving spouse

whose deceased spouse had at |least 8 years of | MRF service

credit and nade the contributions required under subsection
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(d) for at | east one nonth.

"Transi tional subsidy programi nmeans the health insurance

premium subsidy provided under this Section for retired

enpl oyees, age 65 and over, who left service as active

enpl oyees prior to the effective date of this anendatory Act

of the 92nd General Assenbly or di d not make any

contri butions required under subsection (d), and for

survi vi ng spouses who began receiving the surviving spouse

annuity prior to the effective date of this anendatory Act or

whose deceased spouse did not nake any contributions required

under subsection (d).

"Dependent"” nmeans a person or persons to be covered with

the retired enpl oyee or surviving spouse as all owed under the

terns of the IMRF group health plan or the forner |MRF

enpl oyer's group health pl an.

(b) The Board shall establish and adm ni ster a program

of group health benefits providing nedical care benefits as

defined in Section 213 of the Internal Revenue Code of 1986

for retired enployees and their dependents and surviVving

spouses, which benefits are intended to qualify for federal

i ncone tax exclusion. This program may be self-funded or

oper at ed under a policy of qroup accident and health

i nsurance. As part of this program the Board shall also

establish and admi nister a program of subsidies to offset the

cost of participation for those retired enpl oyees who el ect

to continue to participate in their forner |INMRF enployer's

group health plan under the continuation privilege. The

Board nmay adopt any structures and rules that may be

necessary or convenient relating to the establishnment and

adm nistration of the programor to the conditions and terns

of participation in the program The Board rules nmay require

use of the continuation privilege by retired enployees who

are eligible to use that privilege but are not eliqgible for

Medi car e.
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This program shall be entirely i ndependent of the other

functions and assets of the Fund, and the assets and

liabilities arising out of the operation of this program

shall remnin separate fromthe other assets and liabilities

of the Fund, with this programbeing i ntended to constitute

an accident and health program within the neaning of the

| nt er nal Revenue Code of 1986. Moneys recei ved by the Board

relating to the program established under this Section shal

not be deened contributions to or assets of the Fund. Al

such noneys shall be held by the Board in separate accounts

and used only for the purposes of the program established

under this Secti on.

(c) Beqginning on January 1, 2003, from the separate

account established for this purpose, the Fund shall pay a

portion of the <cost of participation for each eligible

retired enployee or eliqgible surviving spouse who elects to

participate in either the forner | MRF enployer's group health

plan or the | MRF group health plan. The portion of the cost

paid shall not exceed 5% of the <cost of the eligible

enpl oyee's participation (not including any dependent or

optional coverages) for each vyear he or she was an active

enpl oyee, up to a maxinumof 20 years. The portion of the

cost paid on behalf of an eligible surviving spouse shall not

exceed 5% of the cost of the surviving spouse's participation

(not including any dependent or optional coverages) for each

vear the deceased nenber was an active enployee, up to a

maxi num of 20 vears. The portion of the cost paid on behal f

of an eligible retired enpl oyee or eliqgible surviving spouse

who elects to participate in the forner | MRF enpl oyer's pl an

shall not exceed the anpunt the programwould pay if he or

she was in the | MRF group health pl an.

The balance of the cost of participation in the program

for an eligible retired enpl oyee or eligible surviving spouse

who elects to participate, together with the entire cost of
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any optional coverage or coverage for dependents, shall be

paid by deductions authorized by the participant to be

withheld fromhis or her nonthly annuity paynent, except that

any anount by which the nonthly prem um bal ance exceeds the

net anount of the nonthly annuity paynent shall be paid

directly to the Fund or its designee (or to the enployer in

the case of utilization of the continuation privilege) by the

participant. Al anpunts so withheld or paid to the Fund

shal | be held in trust for the purposes of paying the costs

of the eligible retired enployee's or eligible surviving

spouse's participation in the qroup health plan. If a

participant fails to pay prenmuns, then participation in the

program shall be term nated.

(d) Beqginning on April 1, 2002, all active enployees

shall contribute 1% of earnings toward the cost of the
program establi shed under subsecti on (b). These
contributions shall be deducted by the enployer and paid to

the Fund for deposit into the separate account established

under subsection (c). The Fund may use the sane processes

for collecting the contributions required by this subsection

that it wuses to collect contributions from enpl oyees under

Section 7-173. An I MRF enployer may aqree to pay the

contributions required under this subsection on behalf of the

enpl oyee. Contri butions made under this subsecti on are not

transferable to other pension funds or retirement systens and

are not refundabl e upon term nati on of service.

(e) Beqginning on April 1, 2002, every | MRF employer

shall contribute toward the cost of the program established

under subsection (b) an anpunt equal to 1% of the earni ngs of

its active enployees. These contributions shall be paid by

the enployer to the Fund for deposit into the separate

account established under subsection (c¢). The Fund nmay use

the sane processes for collecting the contributions required

by this subsection that it uses to collect contributions from
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enpl oyers under Sections 7-172 and 7-172.1. If the Board

det er m nes that the separate account established under

subsection (c) is at a level that would jeopardize the tax

qualification of the Fund, the board nay | ower or suspend the

contri butions required under this subsecti on (e).

Contributions for the program established under this Section

are separate from the contributions to the Fund required

under Section 7-172 and shall not be included in the

cal cul ation of the contribution rate under that Secti on.

(f) The Board shall establish and adm ni ster a

transitional subsidy program under this subsection (f) for

retired enpl oyees who |l eft service as active enpl oyees prior

to the effective date of this anendatory Act of the 92nd

CGeneral Assenbly or who did not nmke any contributions

requi red under subsection (d), and for surviving spouses who

began receiving the surviving spouse annuity prior to the

effective date of this anendatory Act or whose deceased

spouse did not nmke any contributions required under

subsection (d).

Begi nning on April 1, 2002 and endi ng upon term nation of

the transitional subsidy program as determ ned by the Board,

in addition to the contributions required under subsection

(e), every IMRF employer shall contribute toward the cost of

the transitional subsidy program established under this

subsection (f) an anpbunt equal to 0.25%of the earnings of

its active enployees. These contributions shall be paid by

the enployer to the Fund for deposit into a separate account

est abl i shed under this subsection for the transitional

subsidy program The Fund nay use the sane processes for

collecting the contributions required by this subsection that

it uses to collect contributions from enployers under

Sections 7-172 and 7-172. 1. Contri buti ons f or t he

transitional subsi dy program establi shed under this

subsection are separate fromthe contributions to the Fund
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requi red under subsection (e) and Section 7-172 and shall not

be included in the calculation of the contribution rate under

t hat Secti on.

Begi nni ng on January 1, 2003, the Fund shall pay fromthe

separate account established under this subsection a portion

of the <cost of participation for each retired enpl oyee and

survi ving spouse who elects to participate in the | MRF qgroup

health plan and who (1) is not eligible for the subsidy under

subsection (c), (2) had (or whose deceased spouse had) at

| east 8 years of | MRF service credit, and (3) is at | east age

65. The anpunt of the subsidy under this subsection shall be

detern ned annually by the Fund, but shall not exceed 5% of

the cost of the |IMRF group health plan (not including any

dependent or optional coverages) for each year the nenber or

deceased nenber was an active enpl oyee, up to a maxi num of 20

The balance of the <cost of participation in the | MRF

group health plan for a retired enpl oyee or surviving spouse

who elects to participate, together with the entire cost of

any optional coverage or coverage for dependents, shall be

pai d by deductions authorized by the annuitant to be withheld

from his or her nonthly annuity paynent, except that any

anmount by which the nonthly prem um bal ance exceeds the net

amount  of the nonthly annuity paynent shall be paid directly

to the Fund or its designee by the participant. If a

participant fails to pay premuns, participation in the

programshall be termnated. Al amounts so withheld or paid

to the Fund shall be held in trust for the purposes of paying

the costs of participation in the | MRF group health pl an.

As the nunber of retired enpl oyees and surviving spouses

eliqgible to partici pate in the program is reduced,

contributions required under this subsecti on f or t he

transitional subsi dy program shal | be proportionately

transferred to the separate account est abl i shed under
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subsection (c), as deternmned by the Board. At the tine the

Board deternines the contributions are no |onger required,

any excess contributions in the separate account for the

transitional subsidy program shall be transferred to the

separate account established under subsection (c). The

subsi dy established under this subsection shall be payabl e

notw t hst andi ng Section 1-103.1 of this Code.

(g) The Board shall subnmt an annual report of its

activities under this Section to each | MRF enpl oyer.

(h) The ogroup health benefit and subsidy pr ogr ans

established under this Section are not intended to be and

shall not be construed to be pension or retirement benefits

for purposes of Section 5 of Article XlIlIl of the Illinois

Consti tution.

(40 1LCS 5/7-199.5 new)

Sec. 7-199. 5. Reserves for program of group health

benefits. Appropriate reserves shall be created for paynent

of the benefits in the program authorized under Section

7-199.4, as foll ows:

(1) A reserve shall be created for the paynent of
benefits under subsection (c) of Section 7-199.4. The
enpl oyee and enpl oyer contri butions required under

subsections (d) and (e) of Section 7-199.4 shall be credited

to this reserve

(2) A separate reserve shall be created for the

transitional subsidy program created under subsection (f) of

Section 7-199.4. The transitional subsidy benefits shall be

paid from this reserve and the enployer contri butions

required by subsection (f) of Section 7-199.4 shall be

credited to this reserve.

Section 90. The State Mandates Act is amended by adding

Section 8.25 as foll ows:
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(30 ILCS 805/8.25 new)

Sec. 8. 25. Exenpt nmandat e. Not wi t hst andi ng Secti ons 6

and 8 of this Act, no reinbursenment by the State is required

for the inplenentation of any nandate created by this

anendatory Act of the 92nd General Assenbly.

Section 99. Effective date. This Act takes effect upon

becom ng | aw.
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