
RETIREMENT PLAN 

FOR 

C H I C A G O  TRANSIT A U T H O R I T Y  EMPLOYEES 

The 361st Meeting of t h e  Retirement Allowance Committee 

was held on Monday, December 1 8 ,  1978, i n  t h e  Board Room, Room 734, 

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

M r .  M. Ashley Mr. S. Mi l l e r  
Mr; R .  Goldman M r .  T .  O'Mahony 
M r .  P. Kole M r .  J .  Weatherspoon 
M r .  E .  Laogoscki 

Mr. H. Hegarty, a l t e r n a t e  f o r  M r .  W .  Spears ,  M r .  T .  H i l l ,  

a l t e r n a t e  f o r  Mr. S. Bianchi,  M r .  L .  Wool, a l t e r n a t e  f o r  M r .  E .  

Brabec, were present .  Messrs. J .  Edwards, C .  Hea t t e r ,  L .  Morris ,  

and F.  Mullen were a l s o  p re sen t .  Mr. J .  Bidwi l l  was p re sen t .  

Messrs. E .  Hamilton and W .  Leszinske were a l s o  p re sen t .  M r .  Robert 

Har re l l  of Lowry, Raclin,  H a r r e l l  and Howerdd was a l s o  p r e s e n t .  

Mr. Richard W .  Burke, t h e  P lan  Attorney, was a l s o  p re sen t .  

The Chairman c a l l e d  t h e  meeting t o  o rde r  a t  10:37 A . M .  

M r .  Leszinske c i r c u l a t e d  a Poin t  t o  Poin t  Measurement 

on Fund "Elt and a r epo r t  on t h e  Fixed Income Por t ion  of t h e  Fund 

t o  each Committee Member and reviewed t h e  r e p o r t s .  He ind ica t ed  

t h a t  Continental  continues t o  hold a l a r g e  amount of  money i n  

s h o r t  term investments u n t i l  an  investment dec i s ion  is  made. 

M r .  Robert Har re l l  began h i s  p re sen ta t ion  by reviewing I 

a r epo r t  f o r  t h e  Quar te r  Ending September 30, 1978. Mr. H a r r e l l  

reported on t h e  Equity P o r t f o l i o ' s  Q u a l i t y  Rank, Rela t ive  P r i c e /  

Earning Mult iple  Rank, Equity P o r t f o l i o  Yield Rank, Long Term 

Comparative Performance, In te rmedia te  Comparative Performance, I 



Shor t  Term Comparative Performance f o r  each investment adv i so r  

( E .  W.  Axe & Co., I nc . ,  Cap i t a l  Guardian Trus t  Company, Decatur 

Income Fund, Inc  . , two ( 2 )  T .  Rowe P r i c e  Associate  Funds, 

Putnam Management Co., Inc .  and Cont inenta l  I l l i n o i s  Nat iona l  

Bank) . 
M r .  OIMahony indicates t h a t  i t  appears  t h a t  E .  W .  Axe 

& Company, Inc .  has  not  been performing wel l  over t h e  l a s t  few 

yea r s .  

Mr. Har re l l  responded by showing t h e  Committee R e l a t i v e  

S t rength  Char t s  which confirmed Mr. OTMahony's s ta tement  i nd i ca -  

t i n g  t h a t  E .  W .  Axe & Company, Inc .  i s ,  i n  f a c t ,  o u t  o f  f avo r  

and has been over  t h e  l a s t  t h r e e  and one-half (34) yea r s .  

Mr. H a r r e l l  r e f e r r e d  t h e  Committee t o  E .  W.  Axe & Co., I n c . ' s  

Long T e r m  Performance i n d i c a t i n g  t h a t  i n  accordance w i t h  t h e  In- 

vestment P h i l o s ~ p h y  o f  cont ra funding  t h e  Committee should be 

aware t h a t  c e r t a i n  investment a d v i s o r s  w i l l  be ou t  o f  s t y l e  and 

underperforming dur ing  c e r t a i n  pe r iods ,  but over t h e  l ong  term 

w i l l  have supe r io r  r a t e s  of r e t u r n .  

M r .  Ha r r e l l  i nd i ca t ed  t h a t  E. W. Axe & Company has  n o t  

a l igned  t h e  Q u a l i t y  of  Stocks w i th  t h a t  of t h e  Axe-Houghton 

Commingled Stock Fund. Mr. H a r r e l l  recommended t h a t  i f  t h i s  i s  

no t  done by t h e  end of next  q u a r t e r  Cont inenta l  should pu t  E .  W .  

Axe on a  probat ionary per iod u n t i l  t h e y  fo l low t h e  Investment 

Guide l ines .  



M r .  H a r r e l l  a l s o  recommended t h a t  C a p i t a l  Guardian T r u s t  

Company and Putnam Management be c o n t a c t e d  and a d v i s e d  t h a t  t h e y  

a r e  r e q u i r e d  t o  a l i g n  t h e  q u a l i t y  o f  s t o c k s  w i t h  t h a t  o f  t h e i r  

Commingled Funds. 

M r .  H i l l  asked if t h e  r e a s o n  t h a t  c e r t a i n  inves tment  
I 

I 
a d v i s o r s  have n o t  a l i g n e d  t h e i r  p o r t f o l i o s  was due t o  n o t  h a v i n g  

adequate  t i m e  t o  s e l l  s e c u r i t i e s  t h a t  C o n t i n e n t a l  Bank was h o l d i n g .  

Mr. H a r r e l l  responded by i n d i c a t i n g  t h a t  t h e y  have had a d e q u a t e  

t ime and t h e y  should be,  i n  f a c t ,  f o l l o w i n g  t h e  inves tment  gu ide-  

l i n e s .  

M r .  Kole r e q u e s t e d  t h a t  M r .  Hamilton w r i t e  t o  each  o f  

t h e  aforement ioned investment  a d v i s o r s  and i n s t r u c t  them t o  a l i g n  

t h e i r  p o r t f o l i o s  i n  accordance w i t h  t h e  inves tment  g u i d e l i n e s  and 

o r a l  i n s t r u c t i o n s  when t h e y  were h i r e d .  

M r ;  Harrell con t inued  h i s  p r e s e n t a t i o n  by r e v i e w i n g  t h e  

Report on t h e  Fixed Income P o r t i o n  o f  t h e  Ret i rement  Fund. 

Mr. H a r r e l l  reviewed t h e  Comparative Performance o f  t h e  Fixed 

Income P o r t i o n  o f  t h e  Fund f o r  t h e  y e a r s  1972 th rough  and i n c l u d i n g  

t h r e e  q u a r t e r s  of 1978. He a l s o  reviewed t h e  q u a r t e r  and y e a r  

ending September,  1978. 

M r .  H a r r e l l  con t inued  h i s  p r e s e n t a t i o n  and reviewed a 

Time Weighted Rate o f  Return Ana lys i s  f o r  each inves tment  a d v i s o r .  

M r .  Kole asked Mr. H a r r e l l  if 'the Time Weighted Rate  o f  

Return A n a l y s i s  i n c l u d e d  r e a l i z e d  l o s s e s  s i n c e  t h e  b e g i n n i n g  o f  t h e  

y e a r .  M r .  H a r r e l l  responded i n  t h e  a f f i r m a t i v e  i n d i c a t i n g  t h e  Analy- I 

i 
sis is based on market v a l u e s .  1 



Mr. H a r r e l l  asked M r .  Leszinske o f  C o n t i n e n t a l  Bank why 

t h e r e  was a v a r i a n c e  between C o n t i n e n t a l ' s  General  Fixed Income . 

Fund and t h e  CTA account .  Mr. Leszinske responded by i n d i c a t i n g  

t h a t  C o n t i n e n t a l  i s  working on a l i g n i n g  t h e  a c c o u n t  t o  t h a t  o f  
, > 

t h e  General  Account. Mr. Leszinske i n d i c a t e d  a c o n s i d e r a b l e  

amount o f  t h e  Fund i s  i n v e s t e d  i n  s h o r t  term s e c u r i t i e s  and when 

investment  d e c i s i o n s  a r e  made i n  t h e  f u t u r e  C o n t i n e n t a l  w i l l  work 

toward emula t ing  t h e  General  Fixed Income Fund. 

M r .  H a r r e l l  po in ted  o u t  t h a t  t h e r e  h a s  been a s i g n i f i -  

c a n t  improvement i n  t h e  performance o f  t h e  Fund and most o f  t h e  

new investment  a d v i s o r s  rank i n  t h e  t o p  30% o f  a l l  p r o f e s s i o n a l l y  

managed f u n d s  a c c o r d i n g  t o  t h e  Becker S e c u r i t i e s  Corpora t ion  Re- 

p o r t  i n  each  Committee Member's p a s s  o u t  m a t e r i a l .  

M r .  H a r r e l l  c i r c u l a t e d  a s h e e t  t i t l e d  "Guaranteed I n v e s t -  

ment Cont rac t  P r o p o s a l . "  Mr. H a r r e l l  i n d i c a t e d  t h a t  t h e  p r o p o s a l s  

were accepted i n  accordance w i t h  t h e  d i r e c t i o n s  o f  t h e  Committee. 

M r .  H a r r e l l  reviewed t h e  f o l l o w i n g  p r o p o s a l :  , 



.* " 

GUARANTEED INVESTMENT CONTRACT PROPOSAL 

EVALUATION SHEET 

FACE AMOUNT: ----- $10,000,000 MATURITY: ----- 5 YEARS 

I s s u e r  

Aetna I n s u r a n c e  Co. ( 6  
(Quoted f o r  1 0  y r s .  o n l y )  

Bankers L i f e  Co. ( 1 4 )  
(New money r a t e  only on i n t e r e s t )  

Connec t i cu t  G e n l l  L i f e  ( 7  

Crown L i f e  Insurance  

IIquit a b l e  L i f e  Insurance  ( 3)  

John Hancock Mutual L i f e  ( 5 )  
(Quoted f o r  4 y r s .  w i t h  
payout o v e r  fo l lowing  
4 y r s . )  

M e t r o p o l i t a n  L i f e  I n s .  ( 2 )  

New York L i f e  (4) 

P r u d e n t i a l  L i f e  I n s .  ( 1 )  

T r a v e l e r s  Insurance  ( 9 )  
(Withdrawal r e s t r i c t i o n s  
a t  C o n t r a c t  d i s c o n t i n u a n c e )  

Union Labor L i f e  I n s .  

Union Mutual L i f e  
I n s .  Co. 

(Quoted  f o r  4 y r s .  o n l y )  

United S t a t e s  Treasury  Bonds 

Yie ld  

Yield on AA I n d u s t r i a l  Bonds 

Maturing i n  1984 

90-Day United S t a t e s  Treasury  B i l l s  
Cur ren t  Expected I n f l a t i o n  R a t e .  

Guaranteed Rate  o f  I n t e r e s t  
Compounded Annual ly  

Gross Net o f  Expenses 

8 .75 8 . 7 5  

8.87 8 .86 

9.25 9.25 

(Not i n  t h e  market  a t  t h i s  t i m e . )  

8 .85 8 . 8 2  

9.10 8 . 9 4  

8 .85 8 .82 

(Not i n  t h e  market  a t  t h i s  t i m e . )  

8.85 8 . 8 1  

4 Y r .  5 Y r .  

9 .07 8 .88 

6 Yrs. 

9 .42 



Mr. H a r r e l l  po in ted  o u t  t h a t  Guaranteed Inves tment  

C o n t r a c t s  a r e  unsecured d e b e n t u r e s  and t h e y  a r e  on ly  backed w i t h  

t h e  f u l l  f a i t h  o f  t h e  company t h a t  i s s u e d  them. M r .  H a r r e l l  

c a l l e d  t h e  Committee's a t t e n t i o n  t o  t h e  r a t e  of i n t e r e s t  b e i n g  

p a i d  by United S t a t e s  Treasury  Bonds and compared t h a t  t o  t h e  

i n t e r e s t  b e i n g  pa id  by Guaranteed Investment  C o n t r a c t s  and i n d i -  

c a t e d  t h a t  a l though  some c o n t r a c t s  appeared t o  pay i n  some i n s t a n c e s  

.70 of 1 p e r c e n t  b e t t e r  i n t e r e s t  i t  is  n o t  worth t h e  r i s k  o f  i n v e s t i n g  

w i t h  an i n s u r a n c e  company as  opposed t o  i n v e s t i n g  w i t h  t h e  F e d e r a l  

Government. 

Mr. H a r r e l l  i n d i c a t e d  t h a t  a f t e r  r ev iewing  t h e  p r o p o s a l s  

and s e e i n g  t h e  r i s k s  i n v o l v e d ,  he  would recommend t h a t  C o n t i n e n t a l  

i n v e s t  more money i n  f o u r  y e a r  Uni ted S t a t e s  Treasury Bonds i n s t e a d  

o f  i n v e s t i n g  i n  Guaranteed Inves tment  Cont rac t s .which  r e q u i r e  a 

f i v e  y e a r  commitment. 

M r .  Leszinske i n d i c a t e d  t h a t  most bonds h e l d  by Continen- 

t a l  a r e  h i g h  y i e l d i n g  Uni ted S t a t e s  Treasury  Bonds. I 
I 

M r .  H a r r e l l  a l s o  p o i n t e d  o u t  t h a t  most e q u i t y  t y p e  

s e c u r i t i e s  a r e  va lued  a t  more t h a n  t w i c e  t h e i r  1968 Book Value and 

one can buy e q u i t y  t y p e  s e c u r i t i e s  under t h e i r  Book Values .  

Mr. H a r r e l l  i n d i c a t e d  t h a t  e q u i t y  t y p e  inves tments  a r e  t h e  b e s t  1 

buy today due t o  t h e  f a c t  t h a t  based on h i s t o r i c a l  d a t a  bonds w i l l  I 
I 

n o t  main ta in  t h e i r  c u r r e n t  h i g h  y i e l d i n g  p o s i t i o n s  and when t h e y  I 
I 

drop  t h e  p r i c e  o f  e q u i t y  t y p e  i n v e s t m e n t s  w i l l  i n c r e a s e .  I 

I 
Mr. Kole recommended t h a t ,  i n  view of  Mr. H a r r e l l ' s  1 

r e p o r t ,  t h e  Guaranteed Inves tment  C o n t r a c t  m a t t e r  be dropped a t  1 
t h i s  t ime  and be reviewed i n  abou t  6 months. The Committee agreed  

1 



with Mr. K o l e q s  recommendation. ! 
I 

Mr. H a r r e l l  concluded h i s  p r e s e n t a t i o n  a t  11:45 A.M.  ~ 
The Chairman asked f o r  t h e  approval  of t h e  Minutes of  t h e  

360th Meeting, he ld  November 20, 1978. 

M r .  OIMahony requested t h a t  page 6 of  t h e  minutes be 

amended from " M r .  O'Mahony asked f o r  c l a r i f i c a t i o n  of  t h e  r e c i -  

p r o c i t y  between governmental u n i t s  a s  f a r  a s  pension c r e d i t . "  t o  

" M r .  O'Mahony requested a l e g a l  op in ion  on Rec iproc i ty  o f  Pension 

C r e d i t s  between Governmental Units. l l  

Mr. Hegarty asked why Rule No. 18 was amended. The 

Sec re t a ry  responded by i n d i c a t i n g  t h a t  t h e  r u l e  was amended a t  t h e  I 

recommendation of  t h e  Plan Attorney i n  o r d e r  t o  conform w i t h  t h e  
I 

changes made a s  a r e s u l t  of  t h e  l a s t  c o n t r a c t .  The e f f e c t  o f  t h e  

amendment was t o  make Surv ivorsh ip  Option A($) t h e  normal form , 

of  a pension payment which would no t  r e q u i r e  an employee t o  f u r -  1 

I 
n i s h  evidence of good h e a l t h  when e l e c t i n g  Surv ivorsh ip  Option A ( & ) .  

I 

It a l s o  r e q u i r e s  t h a t  i f  an i n d i v i d u a l  does no t  want t h e  Su rv ivo r sh ip  1 
Option A($) ,  t h e  i nd iv idua l  must execute  a form i n d i c a t i n g  t h e  form I 

of  payment t h e  i nd iv idua l  d e s i r e s .  

M r .  Hegarty i nd i ca t ed  t h a t  i t  was h i s  unders tanding   fro^: 

Local 308 's  a t t o r n e y  t h a t  employees w i l l  no t  have t o  r e t i r e  from 

t h e  Chicago T r a n s i t  Authori ty  u n t i l  age 70. M r .  Burke, t h e  P lan  1 
Attorney,  i nd i ca t ed  t h a t  a f t e r  r e sea rch ing  t h i s  m a t t e r ,  i t  was h i s  1 
f i r m ' s  op in ion  t h a t  t h e  Federa l  L e g i s l a t i o n  would e f f e c t  t h e  Chicago I 

I 
T r a n s i t  Authori ty  beginning December 1, 1979 due t o  t h e  f a c t  t h a t  I 
t h e  c o l l e c t i v e  bargaining agreement c u r r e n t l y  e x p i r e s  on November 30, i 



M r .  Hegarty asked M r .  nurke t o  con tac t  M r .  Martin Burns,  

Local 308 's  a t t o r n e y ,  r e l a t i v e  t o  t h i s  ma t t e r  a'nd r e p o r t  back t o  I I 

t h e  Committee. I 
I 

M r .  Kole requested t h a t  Mr. Burke a l s o  look i n t o  t h e  m a t t e r  I 

of making c o n t r i b u t i o n s  t o  t h e  Fund a f t e r  age 65 and r e p o r t  back t o  

t h e  Committee. 

On a motion by Mr. Wool, seconded by M r .  Weatherspoon, t h e  

Committee unanimously approved t h e  Minutes o f  t h e  360th Meeting, 

held November 20, 1978, w i th  t h e  aforementioned amendment. 1 
The Sec re t a ry  made t h e  announcement of dea ths  r epo r t ed  

s i n c e  t h e  l a s t  meeting, a s  pe r  t h e  a t t a c h e d  l i s t .  

The Sec re t a ry  submitted n ine  ( 9 )  Surv ivorsh ip  O ~ t i o n s  

f o r  approval .  On a motion by M r .  Wool, seconded by M r .  Weatherspoon, 
I 
I 

t h e  Surv ivorsh ip  Options,  as submit ted,  were unanimously approved. 

The Sec re t a ry  advised t h a t  t h e r e  were one hundred th i r t y - two  

(132) Appl ica t ions  f o r  Retirement submit ted f o r  approva l .  

On a motion by M r .  Weatherspoon, seconded by M r .  M i l l e r ,  t h e  

Committee unanimously approved t h e  one hundred th i r t y - two  (132)  

Appl ica t ions  f o r  Retirement.  

The Sec re t a ry  r epo r t ed  t h a t  du r ing  t h e  month, seven ( 7 )  

employees on To ta 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  records  reviewed. 

1 
The Sec re t a ry  presen ted  for ty-seven  (47)  r e funds ,  t o t a l i n g  

$223,474.43, f o r  approval a t  t h i s  meeting. 

On a motion by M r .  Mi l l e r ,  seconded by M r .  Hegarty,  t h e  

refunds t o  be paid on December 31, 1978, as per t h e  a t t a c h e d  state- I 

ment, were unanimously approved. 



The S e c r e t a r y  presented a r e p o r t  of Depos i t s ,  Disburse- 

ments and Investments  f o r  t h e  month o f  November. 

The S e c r e t a r y  presented 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  $934.70 and o the r  b i l l s ,  t o t a l i n g  $138,498.68 f o r  

approval.  

On a motion by M r .  Wool, seconded by M r .  M i l l e r ,  t h e  

Committee unanimously approved payment of  t h e s e  b i l l s .  

The Sec re t a ry  presen ted ,  f o r  payment on December 31, 1978,  

Death B e n e f i t s  numbering t h i r t y  (30)  and amounting t o  $76,500.00. 

On a motion by M r .  Wool, seconded by M r .  Hegarty,  t h e  Committee 

unanimously approved t h e  Death Bene f i t s ,  a s  per 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  brought up t h e  mat te r  o f  t h e  Statement  o f  

F inanc ia l  P o s i t i o n  and ind i ca t ed  t h a t  t h e  Plan Auditor  (Ar thur  

Young & Company) is  c u r r e n t l y  reviewing t h e  Statement  and p r e p a r i n g  

a c e r t i f i c a t i o n  t o  be u t i l i z e d  i n  t h e  s ta tement .  

The Chairman recommended t h a t  t h i s  s t a t emen t  n o t  be i s s u e d  

f o r  1977 due t o  t h e  f a c t  t h a t  t h e  1978 Plan Year i s  almost  t o  an end. 

M r .  OIMahony recommended t h a t  t h e  Committee ho ld  t h i s  m a t t e r  

i n  abeyance u n t i l  next  Committee Meeting. The Committee agreed .  

The S e c r e t a r y  r epo r t ed  t h a t  M r .  Anderson Hardy, J r . ,  

approved f o r  To ta l  and Permanent D i s a b i l i t y ,  e f f e c t i v e  September 1, 

1978, r e tu rned  t o  du ty  on November 13,  1978. 

The Sec re t a ry  r epo r t ed  t h a t  Option Appl ica t ion  B($)  f o r  

Harry J. Hess, approved on August 21, 1978, was withdrawn. The 

Secre ta ry  r epo r t ed  t h a t  Option Applicat ion B(ALL) f o r  Frank Jacobs,  

approved on August 21,  1978, was withdrawn. 

i 



The Sec re t a ry  advised t h a t  it would be necessary  t o  e l e c t  

a new Chairman f o r  t h e  1979 Plan Year. 

On a motion by M r .  Hegarty,  seconded by Mr. OIMahony, 

M r .  Weatherspoon was e l e c t e d  Chairman f o r  Plan Year 1979. 

The S e c r e t a r y  c a l l e d  t h e  Committee's a t t e n t i o n  t o  t h e  pas s  

out  ma te r i a l  no t ing  t h a t  t h r e e  (3)  l e t t e r s  were mailed o u t ;  one 

informing r e t i r e d  employees who r e t i r e d  p r i o r  t o  January 1, 1971 

t h a t  they w i l l  r e c e i v e  a $10.00 pe r  month i n c r e a s e  i n  t h e i r  r e t i r e -  

ment allowance b e n e f i t s ,  e f f e c t i v e  December 1, 1978, a second l e t t e r  

advis ing  r e t i r e d  employees o f  an  i n c r e a s e  i n  h o s p i t a l i z a t i o n  premiums, 

and a t h i r d  l e t t e r  adv i s ing  r e t i r e d  employees o f  c e r t a i n  impor tan t  

admin i s t r a t i ve  gu ide l ines .  

The Sec re t a ry  . a l so  c a l l e d  t he  Committeels a t t e n t i o n  t o  t h e  

Beckers Secu r i t y  Report,  da ted  September 30, 1978, i n d i c a t i n g  t h a t  

t h i s  w i l l  be t h e  f i n a l  r e p o r t  a s  a r e s u l t  of t h e  Committee termi-  

na t ing  Becke r l s  Se rv i ce s  a s  o f  December 31, 1978. 

The Sec re t a ry  i n d i c a t e d  t h a t  t h e  Committee Members w i l l  

meet a t  Cont inenta l  Bank immediately a f t e r  adjournment f o r  a luncheon 

mketing wi th  t h e  Putnam Advisory Company, one o f  t h e  Ret i rement  ~ u n d ;  s 

investment advisors .  

There being no f u r t h e r  bus iness ,  on a motion by M r .  Wool, 

seconded by M r .  M i l l e r ,  t h e  Committee unanimously approved adjourn-  

ment a t  12:21 P.M. 
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