
RETIREMENT PLAN 

FOR 

CHICAGO TRANSIT AUTHORITY EMPLOYEES 

The 359th Meeting of  the  Retirement Allowance Committee 

was held on Monday, October 16 ,  1978, i n  t h e  Board Room, Room 734, 

Merchandise Mart, and t h e  fol lowing were i n  a t tendance :  

Mr. W .  Ashley 
Mr. S, Bianchi 
M r .  E .  Brabec 
M r .  R .  Goldman 
M r .  P. Kole 

Mr.  S. Mi l le r  
M r .  T .  OIMahony 
Mr. W .  Spears 
Mr. J .  Weatherspoon 

M r .  A .  Kasmer, a l t e r n a t e  f o r  M r .  E .  Langosch, was p re sen t .  
1 

Messrs. C.  H a l l ,  C .  Hea t t e r ,  H .  Hegarty, T .  H i l l ,  L .  Morris, and 

L .  Wool were a l s o  p re sen t .  M r .  Richard W .  Burke, t h e  Plan Attorney, 1 

was p re sen t .  Messrs. E .  Hamilton and W .  Leszinske of Continental  

Bank were a l s o  p re sen t .  Messrs. J .  B l a i r  and J .  Connors of  Dela- 

ware Investment Advisors were a l s o  p re sen t .  Messrs. M .  Freydl  

and P. Norton of Cal lan and Associates ,  Inc.  were a l s o  p re sen t .  

Mr. J. Bidwi l l  was a l s o  p re sen t .  1 

The Chairman c a l l e d  t h e  meeting t o  order  a t  10:35 A . M .  

The Chairman ind ica t ed  t h a t  t h e  Committee w i l l  conduct 

i t s  r e g u l a r  bus iness  and then  have Cont inenta l  Bank, Cal lan  and 
, 

Associates ,  Inc .  and Delaware Investment Advisors p re sen t  t h e i r  

r e p o r t s .  

The Chairman asked f o r  t h e  approval  of  t h e  Minutes of I 
I 

the  358th Meeting, held September 1 8 ,  1978. 

On a motion by M r .  Weatherspoon, seconded by M r .  Bianchi,  

t he  Committee unanimously approved t h e  Minutes of t h e  358th Meeting, 

held September 18 ,  1978. I 



The Sec re t a ry  made t h e  announcements of  dea ths  r epo r t ed  

s i n c e  l a s t  meeting, a s  per t h e  a t tached  l ist .  

The S e c r e t a r y  submit ted f i v e  ( 5 )  Surv ivorsh ip  Options 

f o r  approval .  On a motion by M r .  Spears ,  seconded by 

M r .  Weatherspoon, t h e  Surv ivorsh ip  Options, a s  submi t ted ,  were 

unanimously approved. 

The Sec re t a ry  advised t h a t  t h e r e  were f i f t e e n  (15 )  
1 

Retirement Appl ica t ions  submit ted f o r  approval .  The S e c r e t a r y  I 

ind ica ted  t h a t  amongst t h e  f i f t e e n  (15) a p p l i c a t i o n s  was one f o r  
1 1  

Mr. Frank Prest igiacomo,  an e a r l y  r e t i r emen t ,  which was accompanied 

by a l e t t e r  from t h e  Maintenance Department r e q u e s t i n g  t h a t  t h i s  

app l i ca t i on  be made r e t r o a c t i v e  t o  October 1, 1978 due t o  t h e  f a c t  

t h a t  t he  process ing  of  t h e  a p p l i c a t i o n  was i n a d v e r t e n t l y  delayed.  

On a motion by Mr. Kasmer, seconded by M r .  Spea r s ,  t h e  

Committee unanimously approved t h e  f i f t e e n  (15)  App l i ca t i ons  f o r  

Retirement submit ted f o r  approval ,  inc lud ing  t h e  a p p l i c a t i o n  f o r  

Mr. Frank Prest igiacomo t o  be made r e t r o a c t i v e  t o  October 1, 1978. 

The S e c r e t a r y  r epo r t ed  t h a t  during t h e  month, t h i r t e e n  (13)  

employees on T o t a l  and Permanent D i s a b i l i t y  were examined by t h e  

Medical Department o r  t h e i r  r eco rds  reviewed. 

The S e c r e t a r y  presen ted  f i f t y - f i v e  (55 )  re funds ,  t o t a l i n g  

$351,793.92, f o r  approval  a t  t h i s  meeting. On a motion by Mr. Spears ,  

seconded by Mr. Brabec, t h e  r e funds  t o  be paid on October 31, 1978, 
1 

a s  per t h e  a t t ached  s ta tement ,  were unanimously approved. I 

The S e c r e t a r y  presen ted  a r e p o r t  of  Depos i t s ,  Disbursements 

and Investments f o r  t h e  month o f  September. 

The S e c r e t a r y  presen ted  t h e  Chicago T r a n s i t  Author i ty  b i l l s  



t o t a l i n g  $16,169.51 and o t h e r  b i l l s  t o t a l i n g  $211,591.13 f o r  a p p r o v a l .  

On a  motion by Mr. Brabec, seconded by Mr. Weatherspoon, t h e  Committee 

unanimously approved payment o f  t h e s e  b i l l s .  

The S e c r e t a r y  p r e s e n t e d  f o r  payment on October  .31, 1978,  

Death B e n e f i t s  numbering f o u r t e e n  ( 1 4 )  and amounting t o  $25,000.00.  

On a  motion by M r .  Kasmer, seconded by M r .  Spears ,  t h e  Committee 

unanimously approved t h e  Death B e n e f i t s ,  as p e r  t h e  a t t a c h e d  l i s t .  

The S e c r e t a r y  i n d i c a t e d  t h a t  M r .  B i a n c h i f s  O f f i c e  is  

working on a S ta tement  o f  F i n a n c i a l  P o s i t i o n  o f  t h e  Re t i rement  Fund 

which w i l l  e v e n t u a l l y  be c i r c u l a t e d  t o  a l l  employees and h e  i n d i c a t e d  

t h a t  it should be ready  f o r  p r e s e n t a t i o n  t o  t h e  Committee by n e x t  
, . 

meeting.  

The S e c r e t a r y  i n d i c a t e d  t h a t  h i s  o f f i c e  completed a n  a u d i t  

o f  a l l  Local 241 union o f f i c i a l s  and found f i v e  ( 5 )  more union o f f i -  

c i a l s  no t  making t h e  p r o p e r  amount o f  cash  c o n t r i b u t i o n s  from t k  

union.  He i n d i c a t e d  t h a t  M r .  H e a t t e r  w i l l  p rovide  Mr. Hall w i t h  t h e  
1 

d e t a i l s  concerning t h i s  matter. 

1 
The S e c r e t a r y  p o i n t e d  o u t  t h a t  Mr. Weatherspoon and M r .  Hall 

I 

were o v e r c o n t r i b u t i n g  cash  t o  t h e  r e t i r e m e n t  fund and c a l l e d  t h e i r  1 
I 

a t t e n t i o n  t o  S e c t i o n  3 ,  Paragraph  9  o f  t h e  book t i t l e d ,  "Re t i rement  I 

P lan  f o r  Chicago T r a n s i t  A u t h o r i t y  Employeestt which s t a t e s ,  " A s  t o  
I 

I 

t h o s e  occupying f u l l - t i m e  p o s i t i o n s  wi th  t h e  A s s o c i a t i o n  o r  i t s  

I n t e r n a t i o n a l  O f f i c e ,  o r  w i t h  t h e  O f f i c e  o r  I n t e r n a t i o n a l  O f f i c e  
I 

of any b a r g a i n i n g  a g e n t  r e p r e s e n t i n g  employees of t h e  A u t h o r i t y ,  1 
tlcompensationff s h a l l  mean t h e  c u r r e n t  average pay h o u r s  f o r  em- 

ployees  working i n  t h e  job c l a s s i f i c a t i o n  l a s t  h e l d  m u l t i p l i e d  

by t h e  r a t e  c u r r e n t l y  i n  e f f e c t  f o r  t h e  job  classification.^ 



The Secre ta ry  asked M r .  Richard Burke, t h e  Plan Attorney,  

t o  comment on a  recent  c l a s s  a c t i o n  s u i t  t h a t  involves  t h e  r e t i r e -  

ment fund. 

. Mr. Burke explained t h a t ,  i n  h i s  view, t h e  l a w s u i t  was 

a  s e r ious  cha l lenge  t o  t h e  exemption o f  t h e  employee b e n e f i t  p l ans  

i n  t he  S t a t e  of  I l l i n o i s  from t h e  impos i t ion  o f  t h e  persona l  pro- 

pe r ty  t a x .  Mr. Burke i n d i c a t e d  t h a t  he w i l l  fo l low t h e  l i t i g a t i 9 n :  

f o r  i f  i t  i s  u l t ima te ly  determined by t h e  c o u r t s  of  review t h a t  t h e  

employee b e n e f i t  plans a r e  n o t  f r e e  o f  personal  p roper ty  t a x ,  t h e r e  

may be a s i g n i f i c a n t  persona l  p rope r ty  t a x  sought t o  be imposed 

upon t h e  CTA Retirement P lan ,  and i t  may f o r c e  cons ide ra t i on  t o  
I 

movement o f  t h e  Retirement P l ans '  a s s e t s  ou t s ide  t h e  S t a t e  o f  

I l l i n o i s  t o  avoid impos i t ion  o f  t h e  t a x .  

M r .  Hamilton of  Con t inen ta l  Bank s t a t e d  t h a t  t h e  Bank's 

Legal Department is watching t h i s  l i t i g a t i o n  c l o s e l y .  

The Chairman advised  t h e  Committee t h a t  t h e  Investment 
I 

Subcommittee met concerning t h e  Guaranteed Insurance Contract  t ype  
I 

of  investments  and had r eques t ed  t h a t  M r .  Robert H a r r e l l  o f  William 

Lowry and Associates  accept  p roposa ls  from a t  l e a s t  f i v e  (5)  major 
1 

companies which a r e ,  i n  Bob H a r r e l l ' s  opinion,  t h e  b e s t  Guaranteed 

Insurance Contract  p roducts .  I n  a d d i t i o n ,  t h e  Committee r eques t ed  

Bob t o  s ecu re  a  proposal from Union Labor L i f e  Insurance  Company. 

The Chairman a l s o  advised  t h e  Committee t h a t  a  s t udy  was 

r e c e n t l y  conducted by t h e  Subcommittee r e l a t i v e  t o  t h e  moni tor ing  I 

s e r v i c e s  cur renbly  r e t a i n e d  by t h e  Retirement Allowance Committee 
l 

and the  s t u d y ' s  conclusion was t h a t  t h e r e  is  a d e f i n i t e  d u p l i c a t i o n  I 
I 

of  s e r v i c e s  provided i n  two o f  t h e  s e r v i c e s ;  A.  G .  Becker S e c u r i t i e s  



Corporat ion and Cal lan Assoc ia tes ,  I n c .  and between t h e  two 

Callan Assoc ia tes ,  Inc.  provided by f a r  t h e  supe r io r  s e r v i c e .  

Based on t h i s  s tudy ,  t h e  Subcommittee recommended t o  t h e  Comrn- I 

1 

i t t e e  t h a t ,  e f f e c t i v e  December 31, 1978, t h e  A .  G .  Becker Secur- 

i t i e s  Corpora t ion ' s  monitoring s e r v i c e  be d i scont inued .  I 

On a motion by M r .  Spears ,  seconded by Mr. Kasmer, t h e  

I Committee unanimously approved t h e  e l i m i n a t i o n  of  t h e  A .  G .  Becker , 
I 

S e c u r i t i e s  Corpora t ion ' s  monitor ing s e r v i c e ,  e f f e c t i v e  December 31, 
- 1  

I 

1978. The Chairman i n s t r u c t e d  t h e  S e c r e t a r y  t o  n o t i f y  t h e  A .  G .  I 

Becker S e c u r i t i e s  Corporation o f  t h e  Committee's a c t i o n .  I 

The Chairman asked f o r  Cal lan  Associates ,  Inc .  Report .  

M r .  M .  Freydl  of Cal lan  Assoc ia tes ,  Inc.  reviewed a r e -  

p o r t ,  da t ed  June 30, 1978. M r .  F reydl  reviewed f a c t o r s  such a s  

Fund D i v e r s i f i c a t i o n ,  Purchases and S a l e s ,  Capi ta l  Turnover, 

Brokerage Discount,  Investment Ob jec t ives ,  Ac tua r i a l  Ob jec t ives ,  

Fund's R e l a t i v e  Performance and Investment S t y l e  Analys i s .  

Mr. Freydl  pointed o u t  t h a t  E .  W .  Axe ~ n v e s t m e n t  Advisors 

show a d e f i n i t e  v a r i a t i o n  between t h e  investment s t y l e  they  have 
I 

been appointed t o  immulate and t h e  way they a r e  a c t u a l l y  managing I 
t h e  p o r t f o l i o .  ' I 

M r .  Kole asked i f  t h e  Cal lan  Investment Objec t ive  and 
I 

Actua r i a l  Objec t ive  was an annual ized  r a t e .  Mr. Freydl  responded 

by i n d i c a t i n g  i t  was no t .  

A copy of t h e  Cal lan Report,  p resen ted  a t  t h i s  meet ing,  

was g iven  t o  each Committee Member. A copy of each Report is on 

f i l e  i n  t h e  S e c r e t a r y ' s  Off ice .  

M r .  Freydl  concluded h i s  p r e s e n t a t i o n  a t  11:05 A.M. 



M r .  Leszinske of  Cont inental  Bank c i r c u l a t e d  a  Poin t  t o  

Point Measurement on Fund "En t o  each Committee Member and a  

r epo r t  on t h e  Fixed Income Por t ion  o f  t h e  Fund and asked whether 

t he re  were any ques t i ons  r e l a t i v e  t o  t h i s  ma t t e r .  

M r .  Leszinske informed t h e  Committee t h a t  t h e r e  were 

no purchases o r  s a l e s  i n  f i xed  income p o r t f o l i o  and t h a t  ,Conti- 

nen ta l  i s  ho ld ing  approximately 40% i n  s h o r t  term investments 

rece iv ing  between 8.8% and 8.9% r a t e  o f  r e t u r n  u n t i l  an i nves t -  1 

ment dec i s ion  i s  made. I 
M r .  Leszinske introduced Messrs. J.  B l a i r  and J .  Connors 

of Delaware Investment Advisors,  one of  t h e  new investment advi- 

s o r s  of t h e  Retirement Fund. 

M r .  B l a i r  explained t h e  Investment Philosophy of Dela- 

ware and gave some i n s i g h t  i n t o  t h e i r  performance s i n c e  they were 

h i red  and some o f  t h e  e x i s t i n g  economic f a c t o r s .  Mr. B l a i r  i n t r o -  

duced M r .  J .  Connors o f  Delaware, t h e  Chicago T r a n s i t  Au tho r i t y ' s  

P o r t f o l i o  Advisor.  

M r .  Connors reviewed a  r e p o r t  i s sued  by Delaware Inves t -  

ment Advisors r e l a t i v e  t o  performance, types  of  s e c u r i t i e s  i n  

p o r t f o l i o  and f u t u r e  performance expec t a t i ons .  

M r .  Connors concluded h i s  p r e s e n t a t i o n  a t  11:25 A.M. 

Mr. Spears  asked what happens t o  an  i n d i v i d u a l  who re -  

fu se s  t o  s i g n  an  Applicat ion f o r  Refund of  Cont r ibu t ions .  

The S e c r e t a r y  responded t h a t  t h e  employee's con t r ibu t ions  

would eemain i n  t h e  Fund i n  a  r e se rve  account  and h i s  o f f i c e  would 

follow-up every  s i x  ( 6 )  months i n  o rde r  t o  have t h e  employee pre- 

pare  an a p p l i c a t i o n .  



M r .  Weatherspoon asked M r .  Kole how t h e  i n t e r e s t  rate 

t h a t  i s  a p p l i e d  t o  employee c o n t r i b u t i o n s  was computed. 

M r .  Kole i n d i c a t e d  t h a t  i t  is  computed by a d d i n g  Income 

and Dividends and Rea l ized  Gains,  s u b t r a c t i n g  R e a l i z e d  Losses ,  

s u b t r a c t i n g  Opera t ing  Expenses and d i v i d i n g  t h e  r e s u l t  by t h e  

Average Amount I n v e s t e d .  The i n t e r e s t  r a t e  a s  computed would 

t h e n  be a p p l i e d  t o  any  accumulated c o n t r i b u t i o n s  i n  t h e  Fund a s  

o f  t h e  end o f  t h e  p r e c e d i n g  y e a r .  
I 

There b e i n g  no f u r t h e r  b u s i n e s s ,  on a motion by 

M r .  Bianchi ,  seconded by M r .  Kasmer, t h e  Committee unanimously 

agreed t o  a d j o u r n  a t  11:52 A.M. 

RETIREMENT ALLOWANCE COMMITTEE 

DATED N O V  2 0 1978 




