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VOTE “NO” on SB 2016 (Villa)
Senate Bill 2016, sponsored by Senator Karina Villa (D-25), would require school districts to select one more or vendors for teachers’ 403(b) plans that only meet certain criteria. This measure may have good intent, but as currently written, poses a significant threat to the financial well-being of Illinois’ educators. We ask for your opposition for the following reasons: 
 
1. Limits Teacher Choice
a. Limiting investment options and plans removes teachers’ ability to work with a financial advisor of their choice—perhaps someone they already know and work with. Teachers should be able to decide how to approach retirement based on their individual needs and goals.
b. There is also no language in SB2016 which ensures that the selected vendor(s) will offer the option to work with an annuity. Annuities may have higher-cost but generally include lower-risk than custodial accounts and are an important option that would no longer exist for many educators. 
2. Limits Local Control
2. The measure would eliminate a school district’s ability to decide how best to set up their teachers’ retirement plans by limiting the investment options available to them. 
3. Un-Enrollment Would Be a Logistical Nightmare for Teachers and Districts
3. For everyone not contributing to the vendor(s) selected, auto-unenrollment with their existing de-selected vendor would take place if they ever stopped contributing to the plan for any reason, which would be chaotic and could decrease participation. This also places administrative burden on the school district to monitor all de-selected vendor accounts.
4. Regulations Are Already in Place
4. This bill is intended to address a purported “Wild West” of retirement options for teachers, in which predatory insurance brokers offer unregulated plans to uneducated teachers. But this is not the case. Two key pieces of regulation have gone into effect since Sen. Villa was an educator:
                                                              i.      In 2023, Illinois adopted the NAIC Suitability Standard to oversee annuities in the state.
                                                             ii.      In 2020, The Securities and Exchange Commission (SEC) implemented the Regulation Best Interest, which established a standard of conduct for broker-dealers and associated people when they make a recommendation to a customer. 
5. The Language Will Likely Face Legal Challenges
a. The Workers’ Rights Amendment to the Illinois State Constitution, passed in 2021, guarantees that no law will be passed which “interferes with, negates or diminishes the right of employees to organize and bargain collectively over their […] terms and conditions of employment.” The language of SB2016 arguably diminishes that right, and may face challenges in court if adopted. 
6. We Have Already Tried to Negotiate
6. When this bill was introduced last year, the coalition opposed to then-SB 2568 proposed additional language to Sen. Villa which would increase the transparency requirements for vendors, as well as bolster education on the different options, ostensibly achieving the intent of the current language. Sen. Villa rejected it.
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