
Q & A on the Pension Pickup in the 2015–19 TA

How does the CPS pension pick-up work currently?  

By Illinois law, each employee must contribute 9% of their salary to CTPF or MEABF.  For current 
employees, CPS picks up 7% (pre-tax) and employees each pay 2% directly from their salaries (also pre-
tax) for a total contribution of 9%.  The ‘total compensation’ column reflects your base salary plus the 7% 
pension pick up.  This money is not taxed until you, the member, retire or until you pull your funds from 
Chicago Teachers Pension Fund (CTPF) (or the Municipal Employees Annuity and Benefit Fund (MEABF) 
for PSRPs).  When you retire you will pay federal income taxes on the amount of your pension check.  If 
you live in Illinois, you will not have to pay state income tax but some other states do collect taxes on 
pension income. 

In addition to continuing to pay the pension pick-up as part of members’ compensation for all employees 
hired before January 1, 2017, CPS will also continue to make its legally required employer contributions 
to the pension funds.  CPS’s employer contribution to CTPF for fiscal year 2016 was $676 million.  It is 
projected to be $721 million for fiscal year 2017.

How will the pension pick-up work under the 2015-2019 tentative 
agreement?

For employees hired before January 1, 2017 nothing will change; they will continue to receive the 
pension pick-up in its current form, as described above.  Employees hired after January 1, 2017 will make 
the entire 9% employee contribution described above, but will receive a 7% base pay increase such that 
their total compensation does not decrease. Between January 1, 2017 and June 30, 2017, new hires will 
have 3.5% added to compensation.  Beginning July 1, 2017, and thereafter, their base pay increase 
increases to 7%.  

 Are there tax consequences to this change?  

All monies contributed to the pension funds (CTPF and MEABF) are pre-tax.  This includes the current 2% 
paid directly by all members, the 7% pick-up paid directly by CPS and all monies that will be paid (the 
9%) by new hires after January 1, 2017.  

Will pension benefits for active employees or retirees be affected by this change?  There will be no 
decrease in pension benefits.  In the long run, new employees will be receiving a pension on an 
increased base pay will therefore accumulate more in the funds and receive slightly higher benefits upon 
retirement due to this change. 


