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IMRF PENSION FUNDING TARGET                           SUPPORT 
 
Defined benefit pension funds need to maintain sufficient funds to cover anticipated retirement and 
disability benefit payouts. Illinois’ defined benefit pension funds derive money from employer 
contributions, employee contributions and investment returns.  
 
Experts have differing opinions on what constitutes a “healthy” pension fund. Some sources contend 
that a plan should strive for 100% funding. Other sources, such as the U.S. Government Accountability 
Office, contend that “a funded ratio of 80% or more is within the range that many public sector experts, 
union officials, and advocates view as a healthy pension system.” (State and Local Government 
Retirement Benefits – Current Status of Benefit Structures, Protections, and Fiscal Outlook for Funding 
Future Costs, September 2007). 
 
Current Law: 
The Illinois Municipal Retirement Fund (IMRF) Board of Trustees has authority to set IMRF’s funding 
goal. The current target for IMRF is 100% funding. The employee contribution rate is fixed by statute at 
4.5%. This means that, after factoring in investment gains or losses, employer contributions will be 
annually adjusted toward eventually achieving a 100% funding ratio. 

 
Proposed Change: 
The General Assembly and Governor should amend the IMRF statute to establish a funding target of 
80%. While a 100% funding target is laudable, it is a luxury requiring significantly higher annual 
contributions from participating local governments to achieve a funding goal in excess of what is 
necessary for a financially healthy pension fund. An excessive funding goal results in fewer dollars for 
critical county operations, increases in taxes and fees on local residents to maintain an appropriate level 
of funding for local services or a combination of both undesirable options. 

 
ILLINOIS PENSION POLICY MUST BALANCE FUTURE SPENDING 

OBLIGATIONS WITH CURRENT SPENDING NEEDS. 
 
 


