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COUNCIL WORKSHOP ITEM 
 
 

ITEM: Illinois Municipal Retirement Fund (IMRF) Early Retirement Incentive / 
5+5 Program 

DATE: February 19, 2003 

PREPARED BY: David Van Vooren, Deputy Manager of Finance and Administration 
Michael Baker, Assistant to the Village Manager 

PURPOSE: Presentation and Discussion of the IMRF Early Retirement Incentive 
Program 

 
 
 

DISCUSSION: 
 
Background 
The Illinois Municipal Retirement Fund (IMRF) covers all full-time and part-time personnel 
working more than 1,000 hours per year who are not categorized as sworn police or fire 
personnel.  The IMRF fund collects money to fund member pensions from three sources: 
employee contributions, employer contributions, and investment income on fund reserves.  
The Village (employer) pays its contribution through a percentage rate established by IMRF.  
For FY2003-04, the Village is budgeting at a rate of 9.25% of total IMRF salaries, or 
approximately $815,000, to cover the employer contribution of the existing pension liability for 
the upcoming fiscal year.   
 
In 1996, IMRF developed an early retirement plan, commonly know as the Early Retirement 
Incentive (ERI) or 5+5 Program.  The ERI or 5+5 Program is named as such because the 
program allows for early retirement by offering eligible employees the opportunity to purchase 
up to an additional five years of service credit plus an additional five years of age, hence the 
name “5+5”.  To be eligible for retirement under the 5+5 Program, an employee must be 50 
years of age and have 20 years of service contributions to the fund.  He or she must also pay 
a member cost component based on the length of service credit purchased.  There is a one-
year time window within which the employee must retire to receive benefits under the 
program.   
 
A two-page description of the program provided by IMRF has been attached to this report to 
better explain the 5+5 in detail.  In addition, a representative from IMRF will be in attendance 
at the Council Workshop to provided additional explanation or answer any questions.    
 
Personnel Eligibility  
If the 5+5 program were to be adopted to commence on April 30, 2003 as proposed, 20 
Village employees would be eligible to retire with the early retirement incentive.  A list of the 
positions held by those employees that meet the criteria has been attached.  The last time 
that the Village adopted the 5+5 Program, in November 1997, approximately 50% of eligible 
Village employees took advantage of it.   
 
Since IMRF coverage also extends to the Downers Grove Public Library, with the Village 
acting as the recognized agent of IMRF, their employees who meet the qualifications would 
also be eligible to retire and receive the benefits of the program.  The Library has 12 
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employees who would be eligible if the retirement window were to open on April 30, bringing 
the total number of eligible Village and Library employees to 32.   Village staff has met with 
the Library Director to discuss the possible adoption of the program and its effects on 
staffing.     
 
5+5 Program Costs 
Increases in Employer IMRF Contribution 
As stated above, the Village pays the employer contribution of pension liability based on a 
rate established by IMRF.  Employees also contribute a percentage of salary toward payment 
of the liability.  Those employees who are eligible for the 5+5 program and retire during the 
established 1-year window, thereby receiving added pension benefits as a result of the 
program, will cause the Village’s overall pension liability to increase.  This added liability, 
which would necessitate an increase in employer contributions, represents the direct costs of 
the program.    
 
IMRF has calculated four separate cost scenarios (see attached) showing the increased 
contribution to IMRF over a period as short as five years and up to ten years based on 
varying levels of participation by employees in each or both organizations.   For example, as 
depicted in Scenario 1, which assumes 50% utilization of the program by only the eligible 
Village employees, the IMRF contribution would increase by $265,862 per year if amortized 
over a five-year period.  If amortized over a ten-year period, the increase in liability would 
result in an increased annual contribution of $143,120 for ten years.  These increased liability 
costs would not affect the Village’s IMRF rate until January 1, 2004, at the start of the first 
calendar year after the close of the one year window.    
 
Sick and Vacation Payouts 
A final cost component in offering this program involved the payment of accrued sick and/or 
vacation leave to all participants.  All but one of the Village employees eligible for 5+5 
Program were hired prior to December 1993, which means that nearly all qualify to have up 
to 960 hours of accrued sick time paid out upon separation or retirement.  This being said, 
offering the 5+5 may cause a higher than average occurrence of payouts during the 
retirement window of 2003-04.  State law provides that a portion of the employees’ sick and 
vacation payouts must be used to pay for the member cost component associated with the 
purchase of additional service credit.  In addition, Village policy currently allows employees to 
apply a portion of their sick and vacation leave accruals to cover health insurance premiums.   
 
5+5 Program Benefits/Savings 
This program will result in savings to the Village only if the personnel expenses eliminated as 
a result of the positions left vacant by retirees exceed the costs of the of the increased IMRF 
contribution.  To the extent that the Village is able to eliminate a majority of the positions left 
vacant by employees who accept the 5+5 program, staff expects that substantial savings in 
the magnitude of several hundred thousand dollars per year can be achieved.   Actual 
savings, especially in the first year of the program, will depend on several unknown variables, 
including the number of employees that take advantage of the program, the timing of those 
employees’ actual retirements, and the feasibility of eliminating those vacant positions.   
 
In addition to the potential monetary benefits, the 5+5 Program will afford the Village 
Manager greater opportunities in his efforts in restructuring the organization to achieve higher 
levels of productivity, efficiency and effectiveness in service delivery.  The program also will 
allow the Village to generate savings in the area of personnel expenses, which currently 
consumes over 75% of general fund resources, before undertaking more severe measures 
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such as furloughs or reductions in force.  If the potential savings anticipated from the 5+5 do 
not materialize, however, the Village Manager may be put in a position where he has no 
choice but to consider the alternate and more painful means of reducing personnel expenses 
in areas that span the entire employee population.    
 
 
ATTACHMENT:  
� An overview and explanation of the 5+5 Program from IMRF 
� Four separate cost scenarios showing the increased Village/Library contribution to 

IMRF over a period of between five and ten years based on varying levels of 
participations by employees in both organizations.  The four cost scenarios are as 
follows: 
� Scenario 1 – 50% utilization of the program by eligible Village Employees  
� Scenario 2 – 100% utilization of the program by eligible Village Employees 
� Scenario 3 – 50% utilization of the program by eligible Village and Library Employees 
� Scenario 4 – 100% utilization of the program by eligible Village and Library 

Employees 
� A list of the positions held by employees eligible for the 5+5 program under the April 30, 

2003 – April 30, 2004 time window 
� Draft resolution for Council consideration 
� Minutes from the Council Workshop of May 22, 2001, during which the 5+5 Program 

was most recently considered by the Village Council, but not adopted 
 
 
RECOMMENDATION: 
Staff recommends that the Village Council adopt the IMRF Early Retirement Incentive (5+5) 
Program as proposed as part of the active agenda on March 4, 2003.   
























