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FOR 

CHICAGO TEVNSIT AVIHOI?ITY E M P L O m  

The Continuation of the Special W t i n g  of the R e t i r e n t  

Allowance Carrertittee was held m Thursday, De- 23, 1982, a t  

10 :00 A.M., in the & a d  Rocan, Rocan 734, Erchandise &rt. The 

following were i n  attendance: 

Mr. W. Ashley M r .  P. .Kale 
Mr. R. Fleming I&-. D. Perk 
Mr. E. Flcrwers Mr. I. T??mrms 
m. J. Gallagher Mr. J. Weatherspoon 
M r .  A. Kasrner 

Mr. L, lvlorris, alternate for Mr.  C. H a l l ,  w a s  present. 

Mr. R. c;oidmm w a s  present. M r .  B. Ford w a s  present. i~kssrs. 

G. Nagle, D. LRmn and Ms.  C. Cox were present. Mrs. K. Ford and 

Mr .  E. Hamilton of Continental Bank were present. Mr .  J. Anderson 

of the Plan Attorney's office was present. Pkssrs. L. Blust of 

Jenner & Block, Essrs. L. Silverrran, H. IJhjor and G. Bethati of 

Developnt Wag-t Group, Inc. were present. M r .  M. Gomberg 

of Angell, Kaplan & Gomberg was also present. 

The V i e  Chainran called the m t i n g  to  order at 10:20 

A.M. and a&& M r .  Silverman of Eweloparent i%nage.mnt Group, Inc. 

to  begin his presentation. 

Mr. S i l v e r n  began his presentat id  by introducing himself, 

his associates and explaining their function. BW. S i l v e r n  gave a 

slide presentation of ths property a t  3660 N. Lake Shore Drive for  

which his group is seeking a loan in the munt of $4,140,000.00 in 

order t o  build a c-lex of d t i - l e v e l  housing units. Mr. Silvenmn 

noted tha t  the  canstruction of the &ellings would be done in three 



phases; Phase I would ke a high-rise building capr is ing 560 units 

with garage and available space for a superrrarket and other tamer- 

cia1 sbps ;  Phase I1 cmsis t s  of 46 townhouses - w i t h  construction 

t o  begin approxirrately 9 mnths af ter  the beginning of Phase I; and, 

Phase I11 w i l l  be a high r i s e  of 312 units, with garage, which at 

present is earmarked as cmdaniniums. Ebever, this could change 

t o  rental properties depending p n  the m k e t  a t  the the of can- 

pletion. 

M r .  Silverrran explained the terms of the proposed loan 

agreeiint s tat ing that  the m u n t  of the loan was $4,140,000 for  

3-1/2 yearswith $3.6 million t o  lx used for  the purchase of the 

land on which the lender would hold the f i r s t  mrtgage lien. The 

remining $140,000 would ke used as  a reserve for pa-t of the 

interest fa r  the f i r s t  year. The loan would bear interest  a t  the 

rate of 12 p m  cent per annum payable in arrears on the f i r s t  &mi- 

versary of the loan. The mrtgage, lzpon developrent of Phase I, 

would en t i t l e  the lender t o  have the option of either being paid 

out as mrtgagee with interest  as accrued; or, t o  take a 10 per 

cent partnership in the d e v e l o p t  of Phases I1 and I11 which 

would net tk lender approxirrately $5.6 million plus the interest  

which they would have already collected. I f  unable to develop 
4' 

Phase I and land is sold, the lender would share 50 per cent i n  the  

profits of the sale of the land. 

A discussion ensued between Mr .  Silverrran, Mr. Harniltan, 

M r .  Anderson and Camittee m r s  regarding the land, developrent 

of the the property and the tenns of the agremmt being proposed. 

Upon amg?letion of discussicm, Mr .  Silvernan and associates retired 



fran the meting rocan in order that  the m t t e e  could discuss 

the mtter f u r t k r .  

The C h a i m  asked the Trustee and Counsel t o  give c m n t s  

on this rea l  estate venture. Mr .  &milton stated that  it was the 

Trustee's opinion that  basically the praposed agreerrent was r e a m -  

able. Hawever, in terms of the ra te  of interest on the loan he 

f e l t  that the ra te  should be in the area of 14 or  14-1/2 per cent, 

plus the 1 0  per cent equity participation. Mr. Anderson stated tha t  

a f i r s t  l ien on the praperty can be created which, under the worse 

circumstances, we could foreclose u p n  and take title of the pro- 

perty and i n  turn offer it for sale. As t o  tk 10 per mt parti- 

cipatim, it is dif f icul t  t o  reqmnd on this matter because he could 

not give any assurance tha t  a 1 0  per cent participation, no matter 

how structured, would necessarily k legally enfarceable. There is 

no case law i n  existence a t  t h i s  the that would enable any prac- 

titioner t o  give what is called an "attorney's opinion" t o  the effect  

that the 10 per cent participation would be enforceable. However, 

i f  structured properly it can be made enfarceable. 

A discussion ensued between Mr. Anderson and the amnit tee 

Pkrhrs during which M r .  Andersan explained the organizational struc- 

ture of part ies involved at present and what the Fund's position 

would be i f  the decisim was mde t o  invest in the project. 

The Chainran asked for  a brief recess in order that the 

Real E s t a t e  SkdMXrdttee could caucus. Upon return,of the sub- 

carmittee, the Chairman requested that  the Minutes reflect  that  

t k  board and Carmitt tee as a wble have received reports from the 

F b d '  s mnsultant, Bob Harrell; the Trustee, Continental W, and 



Dr,  R. Zerbst with respect t o  investing in the real estate at 

3660 N. Lake Shore Drive and a t  this  t h  would l ike t o  pres~gk 

a summry of these reports. The Continental Bank indicated that 

on a transaction of this  type a reasonable rate of interest would 

be £ran 14 to  14-1/2 per cent plus 10 per cent equity participation, 

Our consultant, R. Harrell, has i n f o m d  us that such a return on 

investn-ent, in  light of the fact that the Cannittee has previously 

set  up rrechanical rules &reby we w i l l  invest 20 per cent in 

fixed inccm, would ke ccxpatible with these objectives. Dr. Zerbst, 

who was asked t o  specifically review this  transaction, has indicated 

t o  the C d t t e e  that this  investment is reasonably prudent. Based 

on the representation of counsel for the Fund that with a gccd f i r s t  

lien and a 1 4  per cent interest rate, plus a good appraisal sub 

stantiating the one previausly s W t t e d  by the developer, the Comn- 

i t tee  could rrdke such an investrent which would be considered reason- 

ably prudent. The Chainrran stated, with a l l  these things in mind, 

k would like a recanrendation £ram the Real Estate Sub-Comnittee on 

which the Comrcittee could vote. M r .  Weatherspoon stated that the 

recamendation of ths Real Estate , S u b m t t e e  of the Chicago Wan- 

sit Authority Retirerent m t t e e  w a s  fhat we accept the proposed 

agr-t sukmitted by M r .  Silverrran for the investrrent of $4,140,000 

i n  the property a t  3660 N. Lake Shore Drive with a 1 4  per cent interest 

rate, M r .  Kole secmded the resolutim and the Carmittee unar-iimusly 

agreed. The C h a m  requested that the record show that the resolu- 

t i m  of the Real Estate EkbCbntnittee passed unanimously and that 

there be an addendum t o  the resolution t o  show that the Camittee as 

whole authorized the sub-camnittee t o  negotiate with M r .  S i l v e r n  



on the 1 4  _per cent interest ra te  as opposed t o  the 12 p r  cent 

originally stated. 

The Secretary asked Mr.  Hamilton how socm the appraisal 

of the land wuld be available. M r .  l3amiltm responded that he had 

contacted an appraisor and was awaiting a r e s p s e  which he f e l t  

he WOUld receive that  afternoon. 

The Chairman asked for a recess in  order that the Real Es- 

tate S&Zan-dttee could meet w i t h  M r .  S i l v e r n  regarding the 

1 4  per cent interest  rate and appraisal of the property. lfpan re- 

turn, M r .  Weathers- stated that  the 1 4  percent interest  rate 

and appraisal of the property had been presented to  M r .  S i l v e r n  

who agreed t o  bath terms. 

The Chairman r q w s t e d  that  the Camittee's attorneys rrreet 

with M r .  Silverrran's attorneys t o  begin the necessary papr work, 

The Ch- noted that only i n  the event that  the appraisals were 

different to  the extent that  it would jeopardize the Fund's f i r s t  

l ien should the attorney or Continental return t o  the Omnittee. 

The Chairrran then brought up an i t e m  of new business by 

stat ing that n o m l l y  the R e t i m t  Plan Budget is presented t o  

the CIA Board, however, bath labor and nanaga-mt agreed that the 

budget be presented t o  the Retiremmt M t t e e  prior t o  presenta- 

tion t o  the Board next year and asked that a budget presentation 

be mde a t  the January 17, 1983 Cornnittee Meeting. 

There being no furEher business, on a mrtion by 

Mr. %atherspoon, s3cmde.d by M r .  Ti-mas, the Camittee unanimusly 

agreed t o  adjourn a t  2:24 P.M. 




