
FOR THE 47 1 ST RETIREMEIJT MEETING OF MARC3 21. 19 
. - 

8 5 

Meeting w i l l  be c a l l e d  t o  order  a t  9:30 a.m., American Room, 
14th  f l o o r ,  Holiday Inn  Mart Tlaza. 

Approval of t he  Micutes of t h e  470th Meeting held February 16, 
1988. 

Report by Trustee. 

Review of 4 t h . q u a r t e r  1987 d i r e c t  r e a l  e s t a t e  repor t  -- Piedmont 
Real ty  Advisors, Inc. 

Review of  s t a t u s  of  Pensicn Realty Income Trust  A -- Piedrcont 
Real ty Advisors, Inc. 

Review of 4 tb  q u a r t e r  1987 i n d i r e c t  r e a l  e s t a t e  r q o r t  -- 
Barbara Canbcn 

Announcement of dea ths  reported s i n c e  t h e  l a s t  meeting. 

Annouccsmect of Ere-Retirement Surviving Spouse Allowances. 

P re sen ta t ion  of new re t i rement  app l i ca t ions  f o r  approval. 

Employees on D i s a b i l i t y  Retirement re-examined. 

P re sen ta t ion  of Refunds of  Contr ibut ions t o  be paid March 31, 1988 

P resen ta t ion  of B i l l s  and Remittances. 

Death BenefLts f o r  approval.  

Repcrt by Secre ta ry  of  Deposits,  Disbursements and Investments.  

a) Report on r e s u l t s  c f  t h e  a s s e t  a l l o c a t i o n  model. 

b) Report on 4 th  q u a r t e r  1987 comnissicn d i rec t ion .  

c )  Discussion of  t r a d i n g  r e l a t i c n s n i p  u i t h  Eear S t s a r c s  
put  i n  place by t h e  S e l l e s l e y  Group. 

Unfinished Buniness 

s j Ciscussicn of  an  I n t e ~ ~ n a t i c n s l  Equity Allocaticn. 



16. New Bus iness  

a )  Request  f o r  a p p r o v a l  t o  a t t e n d  NCPERS conference i n  
Chicago by Wanda Black. 

b) D i s c u s s i o n  o f  r e a l  e s t a t e  c o n s u l t a n t  proposals .  

c )  Computer equipment p roposa l .  

17. Adjournment 



RETIREMENT PLAN FOR CHICAGO TRANSIT AUTHORITY EMPLOYEES 
. . 

The 471st  Meeting o f  t h e  Re t i r ement  Allowance 

Committee was h e l d  Monday, March 21, 1988 a t  9 ~ 3 0  A a M o R  i n  

t h e  American Room, 1 4 t h  F l o o r ,  Hol iday Inn  - Mart P l a z a .  

The f o l l o w i n g  were i n  a t t e n d a n c e :  

M s .  W. Black 
Mr. A. Rasmer, J r .  

Mr. W. C l a r k  
Mr. G. Nagle, S e c r e t a r y  
Mr. D. Perk ,  Vice  Chairman 
M s .  V. Wendorf 

Mr. W. Ruetow s a t  i n  M s .  J. Hughes' s t e a d .  Mr. L o  Mor r i s  s a t  i n  

Mr. E .  Gresham's s t e a d .  Mr. H. Wi l l i ams  s a t  i n  Mr. I .  Thomas' 

s t e a d  and Mr. H o  Hegarty s a t  i n  Mr. C. Knox's s t e a d .  A l t e r n a t e s  

H .  Reed, L o  Brown and A.  C u r t i s  were  p r e s e n t .  Mr. E.  F lowers  

was a l s o  p r e s e n t .  Mr. J. Mullen and M s .  P. Wi l l i ams  o f  t h e  Pen- 

s i o n  O f f i c e  s t a f f  were p r e s e n t .  M s .  S. Luthy and R. Walker of 

t h e  H a r r i s  T r u s t  and Sav ings  Eank were p r e s e n t .  Mr. G. Vorwal le r  

of I n s t i t u t i o n a l  P r o p e r t y  C o n s u l t a n t s  was p r e s e n t .  Messrs .  N. 

Joach imi  and J. Prime of t h e  W e l l e s l e y  Group, I n c .  were p r e s e n t .  

Mr. R. Burke, t h e  P l a n  A t t o r n e y R  was p r e s e n t .  Mr. B e  S c h o l z ,  

p e n s i o n e r  r e p r e s e n t a t i v e ,  was a l s o  p r e s e n t .  

(1) The Vice Chairman c a l l e d  t h e  mee t ing  t o  o r d e r  a t  9:50 A.M. 

( 2 )  On t h e  c a l l  f o r  approva l  of  t h e  Minutes of t h e  470th  

meet ing ,  h e l d  February  16 ,  1988, Nr. C la rk  made a  mot ion  f o r  

a p p r o v a l ,  Mr. ICasnler seconded t h e  motion,  and t h e  Committee 

unanimously approved. 



( 3 )  M s .  S. Luthy of t h e  H a r r i s  T r u s t  and Sav ings  Bank p r e s e n t e d  

a r e p o r t  on t h e  a c t i v i t y  i n  t h e  m a r k e t s  over  t h e  l a s t  30 d a y s  and 

y e a r  t o  d a t e .  

( 4 )  D r .  Rober t  Z e r b s t  p r e s e n t e d  t h e  D i r e c t  Real  E s t a t e  Repor t  
I 

f o r  t h e  q u a r t e r  and y e a r  ended 1987 n o t i n g  t h a t  t h e  t o t a l  r e t u r n  

n e t  of f e e s  f o r  1487 was 11 ,9%.  He f u r t h e r  no ted  t h a t  t h e  y e a r  l 

end a p p r a i s a l s  a r e  inc luded  i n  t h e  r e p o r t .  D r .  Z e r b s t  a l s o  

r e p o r t e d  t h a t  t h e  J e f f e r e y  Manor inves tment  c l o s e d  on March 9 ,  
I 

I 

1988. 

( 5 )  D r .  Rober t  Zerbs t  p r e s e n t e d  a  r e p o r t  d a t e d  3/21/88 on t h e  I I 
I 

Pension R e a l t y  Income T r u s t  A which i n d i c a t e d  t h a t  t h e  n e t  p o r t -  
I 

F o l i o  r e t u r n  f o r  1987 is e s t i m a t e d  t o  be  .8%. I n  r e s p o n s e  t o  a  

q u e s t i o n  by t h e  S e c r e t a r y ,  Dr. Z e r b s t  reviewed t h e  i s s u e s  t h a t  

should  b e  a d d r e s s e d  i n  making a  d e c i s i o n  abou t  whether  t o  l i q u i -  

d a t e  t h e  P l a n ' s  p o s i t i o n  i n  t h e  fund.  He n o t e d  many of  t h e  

p r o p e r t i e s  were w r i t t e n  down i n  1986 and were a g a i n  w r i t t e n  down 

i n  1987 and t h a t  t h e y  a r e  now a t  l e v e l s  where good u p s i d e  

p o t e n t i a l  e x i s t s .  He f u r t h e r  n o t e d  t h a t  because  s f  t h e  P l a n ' s  

l a r g e  p o s i t i o n  i n  t h e  fund,  i f  t h e  Committee chose  t o  l i q u i d a t e ,  

t h e  t r u s t e e s  of  t h e  fund would be f o r c e d  t o ' s e l l  some o f  t h e  

p r o p e r t i e s  a t  t h e i r  c u r r e n t  low p r i c e s .  E v e n t u a l l y ,  b e t t e r  v a l u e  

might be  r e a l i z e d  i f  t h i s  fund was s o l d  a s  a t o t a l  package  t o  a 

l a r g e  i n v e s t o r  l o o k i n g  f o r  a  d i v e r s i f i e d  p o r t f o l i o .  Fur the rmore ,  



t h e  P lan  h a s  a n  advan tage  i n  t h a t  it can  t a k e  a  l o n g e r  term 

p e r s p e c t i v e  wi th  t h i s  fund.  Dr. Zerbs t  recommended t h a t  t h e  

Committee c o n t i n u e  t o  h o l d  t h i s  inves tment .  He a l s o  i n d i c a t e d  

h e  would f i n d  o u t  t h e  t r u s t e e s '  p l a n s  f o r  t h e  $7.4 m i l l i o n  i n  

c a s h  t h a t  t h e  f u n d  c u r r e n t l y  ho lds .  

( 6 )  Mr. Gregory Vorwal ler  of I n s t i t u t i o n a l  P r o p e r t y  C o n s u l t a n t s  

p r e s e n t e d  t h e  4 t h  q u a r t e r  1987 I n d i r e c t  R e a l  E s t a t e  R e p o r t  n o t i n g  

t h a t  t h e  t o t a l  r e a l  e s t a t e  p o r t f o L i o  had a r e t u r n  of 2.8% i n  t h e  

4 th  q u a r t e r ,  1987. 

(7 )  The S e c r e t a r y  made t h e  Announcement of  Deaths  s i n c e  t h e  

l a s t  meet ing ,  a s  p e r  t h e  a t t a c h e d  l i s t .  

(8)  The S e c r e t a r y  r e p o r t e d  t h a t  t h e r e  were no Pre-Ret i rement  

S u r v i v i n g  Spouse Allowances. 

(9) The S e c r e t a r y  p r e s e n t e d  twenty-nine  ( 2 9 )  R e t i r e m e n t  A p p l i c a -  

t i o n s  f o r  a p p r o v a l ,  i n c l u d i n g  two d i s a b i l i t y  a p p l i c a t i o n s  f o r  

L. Bruce and J. Goodrich whose a p p l i c a t i o n s  a r e  pending m e d i c a l  

e v a l u a t i o n .  On a motion by Mr. Wil l iams,  seconded by Mr. 

Hegarty, t h e  Committee unanimously approved t h e  R e t i r e m e n t  Ap- 

p l i c a t i o n s  a s  p r e s e n t e d .  

(10)  The S e c r e t a r y  informed t h e  Committee t h a t  t e n  ( L O )  

employees who a r e  p r e s e n t l y  r e c e i v i n g  D i s a b i l i t y  R e t i r e m e n t  

b e n e f i t s  were examined o r  had t h e i r  f i l e s  reviewed.  
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(11) The S e c r e t a r y  p r e s e n t e d  e i g h t e e n  (18)  Refunds of  Con- 

t r i b u t i o n s  t o t a l i n g  $68,777.93 f o r  a p p r o v a l .  On a mot ion  by M r .  

Wi l l iams,  seconded by M s .  Black ,  t h e  Committee unanimously ap-  

proved t h e  Refunds of C o n t r i b u t i o n s  t o  b e  p a i d  March 31, 1988.  

(12)  The S e c r e t a r y  p r e s e n t e d  f o r  a p p r o v a l  one (1) Chicago 

T r a n s i t  A u t h o r i t y  B i l l ,  t o t a l i n g  $31,473 -33,  twenty-one (21)  

O p e r a t i n g  B i l l s ,  t o t a l i n g  $135,180.55, n i n e  ( 9 )  R e m i t t a n c e s ,  

t o t a l i n g  $481,392.92 and t h e  FIT Depos i t ,  t o t a l i n g  $194,620,12. 

On a motion by Mr. Hegar ty ,  seconded by Mr. Wi l l i ams ,  t h e  Com- 

m i t t e e  unanimously approved t h e  B i l l s  and Remi t t ances ,  t o t a l i n g  

(13)  The S e c r e t a r y  p r e s e n t e d  f o r  a p p r o v a l  t h i r t y - s e v e n  (37)  

Death B e n e f i t s ,  t o t a l i n g  $110,000.00. On a motion by 

Mr. Wil l iams,  seconded by Mr. Hegar ty ,  t h e  Committee unanimously 

approved t h e  Death B e n e f i t s  t o  be  p a i d  March 31, 1988. 

(14)  The S e c r e t a r y  t u r n e d  t h e  Committee 's  a t t e n t i o n  t o  t h e  

Repor t  on Depos i t s ,  Disbursements  and I n v e s t m e n t s  i n  t h e  T r u s t e e  

Summary and no ted  t h a t  t h e  February ,  1988 combined pe r fo rmance  

f o r  t h e  Fund was +5.04% and t h e  market  v a l u e  of t h e  t o t a l  

a s s e t s  of  t h e  P l a n  a s  of  February  29, 1988 was $797.7 m i l l i o n .  

The S e c r e t a r y  r e p o r t e d  t h a t  Mr. Thomas w i l l  be  t h e  Committee 

a t t e n d e e  t o  t h e  IFE i n t e r n a t i o n a l  i n v e s t i n g  seminar  b e i n g  h e l d  

i n  Tokyo, Japan. The S e c r e t a r y  a l s o  n o t e d  t h a t  Mr. P e r k ,  who 



a l s o  had reques ted  t o  a t t e n d  t h i s  c o n f e r e n c e ,  was o f f e r e d  t h e  

o p p o r t u n i t y  t o  a t t e n d  t h e ,  n e x t  IFE i n t e r n a t i o n a l  i n v e s t i n g  

seminar  being h e l d  i n  London and Madrid i n  t h e  f a l l  of 1988. 

(14a)  Mr. Mullen p r e s e n t e d  a  r e p o r t  on t h e  r e s u l t s  of t h e  

a s s e t  a l l o c a t i o n  model which i n d i c a t e d  t h a t  t h e  i n c e p t i o n  t o  d a t e  

( t h r u  2/29/88) performance f o r  t h e  t a r g e t  was -11.1-2% and t h e  
. . 

Boston Company model was -9.34%. The r e p o r t  a l s o  i d e n t i f i e d  t h e  

a s s e t  a l l o c a t i o n  changes s i n c e  i n c e p t i o n  and i n d i c a t e d  t h a t  t h e  

market  v a l u e  of  t h e  Boston Company a c c o u n t  was $81,614,969.00 a s  

of February  29, 1988. 

(14b) Mr. Mullen p r e s e n t e d  a  r e p o r t  on t h e  d i r e c t e d  commissions 

f o r  t h e  4 th  q u a r t e r  1987 n o t i n g  t h a t  $100,087.00 was d i r e c t e d  t o  

W i l s h i r e  dur ing  t h e  p e r i o d .  

The S e c r e t a r y  p r e s e n t e d  a  d r a f t  of  a  l e t t e r  e x p l a i n i n g  t h e  

Committee 's  commission d i r e c t i o n  o b j e c t i v e s  which h e  recommended 

be s e n t  t o  t h e  e q u i t y  managers. I t  was no ted  t h a t  t h e  P l a n  

A t t o r n e y  had reviewed t h e  l e t t e r  and found it t o  b e  i n  o r d e r  from 

a  l e g a l  s t a n d p o i n t .  On a motion by Mr. Hegarty,  seconded by 

Mr. Wil l iams,  t h e  Committee approved t h e  commission d i r e c t i o n  

o b j e c t i v e s  d r a f t  (copy a t t a c h e d  t o  t h e s e  minu tes )  f o r  

d i s s e m i n a t i o n  t o  t h e  e q u i t y  managers.  Mr. Clark a b s t a i n e d  from 

v o t i n g  on t h i s  mot ion ,  The Vice  Chairman r e q u e s t e d  t h a t  a  copy 

of t h e  d i s t r i b u t i o n  l i s t  f o r  t h i s  l e t t e r  be p rov ided  t o  t h e  

Committee. 



//- ) (14c)  The S e c r e t a r y  r e p o r t e d  t h a t  t h e  P l a n  A t t o r n e y  had reviewed 

t h e  c i r c u m s t a n c e s  wi th  r e g a r d  t o  t h e  t r a d i n g  r e l a t i o n s h i p  formed 

by t h e  W e l l e s l e y  Group wi th  Bear S t e a r n s  i n  c o n s i d e r a t i o n  of t h e  

c o n s u l t i n g  p o s i t i o n  w i t h  Bear S t e a r n s  h e l d  by Mr. C l a r k .  The I 

S e c r e t a r y  no ted  t h a t  t h e  P l a n  A t t o r n e y ' s  f i n d i n g s  a r e  c o n t a i n e d  I 
I 

i n  a  l e t t e r  d a t e d  February  1, 1988 (copy of which i s  a t t a c h e d  t o  I I 

I t h e s e  minutes ,  a l o n g  w i t h  cor respondence  from Mr. Joach imi  and 

Nr. C l a r k ) .  The P l a n  A t t o r n e y  s t a t e d  it was h i s  o p i n i o n  t h a t  1 

I 

t h e r e  is  p r o p e r  b a s i s  f o r  t h e  Committee, i n  i t s  d i s c r e t i o n ,  t o  

p roceed  w i t h  t h e  Bear S t e a r n s  r e l a t i o n s h i p .  He s u g g e s t e d  t h a t  

a  motion cou ld  be  adopted  by t h e  Committee approv ing  t h e  

r e l a t i o n s h i p  w i t h  Bear S t e a r n s  a s  r e g a r d s  t h e  commission 

d i r e c t i o n  ar rangement  e f f e c t u a t e d  by t h e  W e l l e s l e y  Group. On a  

motion by Wil l iams,  seconded by Mr. Hegar ty ,  t h e  Committee 

approved t h e  commission d i r e c t i o n  ar rangement  e f E e c t u a t e d  by 

t h e  W e l l e s l e y  Group wi th  Bear S t e a r n s .  Ness r s .  C l a r k  and Rasmer 
I 

a b s t a i n e d  from v o t i n g  on t h i s  motion.  I 

I 

(15a)  The P l a n  A t t o r n e y  s t a t e d  t h a t  t h e  Committee Members were 

under t h e  f i d u c i a r y  o b l i g a t i o n  t o  maximize t h e  inves tment  r e t u r n  
I 
I 

and p r o t e c t  t h e  P l a n ' s  p r i n c i p a l  b e a r i n g  i n  mind t h e  b e n e f i t s  t o  

be accompl ished by d i v e r s i f i c a t i o n .  S o c i a l  c o n c e r n s  s h o u l d  n o t  

c a u s e  t h e  P l a n  Committee Members t o  d e v i a t e  from t h e i r  p r ime  

r e s p o n s i b i l i t y .  The P l a n ' s  c o n s u l t a n t s  have  e s t a b l i s h e d  t h a t  

t h e  f o l l o w i n g  inves tment  ph i losophy  of  adherence  t o  t h e  S u l l i v a n  

P r i n c i p l e s  i n  r e g a r d  t o  t h e  inves tment  i n  domes t i c  c o r p o r a t i o n s  
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would n o t  r e s u l t  i n  any m a t e r i a l  d i m u n i t i o n  i n  inves tment  r e t u r n ,  

However, l o o k i n g  a t  t h e  i s s u e  of i n t e r n a t i o n a l  e q u i t i e s ,  it is  

n o t  p o s s i b l e  t o  measure t h e  e f f e c t i v e n e s s  of S u l l i v a n  P r i n c i p l e  

enforcement p o l i c i e s  i n  inves tments .  The c o n s u l t a n t s  have  

adv i sed  t h e  Committee t h a t  t h e  i n t e r n a t i o n a l  e q u i t i e s  a r e  a n  

a p p r o p r i a t e  d i v e r s i f i c a t i o n  f o r  t h e  P l a n  which p r o v i d e  a  

d e s i r a b l e  inves tment  r e t u r n .  T h e r e f o r e ,  it was P l a n  e o u n s e 1 9 s  

op in ion  t h a t  t h e  inves tment  i n  i n t e r n a t i o n a l  e q u i t i e s  was an  

a p p r o p r i a t e  inves tment  f o r  t h e  P l a n  which shou ld  n o t  b e  i g n o r e d  

because of a n  i n a b i l i t y  t o  e f f e c t u a t e  t h e  o b j e c t i v e s  of  t h e  

S u l l i v a n  P r i n c i p l e s .  A d i s c u s s i o n  ensued among t h e  Committee 

members a f t e r  which it was dec ided  t h a t  t h i s  i t e m  would be  

d e f e r r e d  u n t i l  t h e  n e x t  meeting.  
,,-\ 

Mr. Joachimi  p r e s e n t e d  a  r e p o r t  e n t i t l e d  " S t a g e s  of 

Venture C a p i t a l "  on t h e  a s s e t  c l a s s ,  v e n t u r e  c a p i t a l .  He n o t e d  

t h a t  v e n t u r e  c a p i t a l  r e p r e s e n t s  a n o t h e r  way t o  d i v e r s i f y  t h e  fund  

and t h a t  r e t u r n s  have  exceeded r e t u r n s  on domes t i c  e q u i t i e s ,  

howeverp t h e  v o l a t i l i t y  can  be s u b s t a n t i a l l y  h i g h e r .  Mr. 

Joachimi  recommended t h a t  t h e  Committee c o n s i d e r  a h  a l l o c a t i o n  

of up t o  5% t o  v e n t u r e  c a p i t a l  a f t e r  it h a s  made a  d e c i s i o n  w i t h  

r e s p e c t  t o  i n t e r n a t i o n a l  e q u i t i e s .  The Committee a g r e e d  t o  h o l d  

t h i s  i tem i n  abeyance  p e r  Mr. J o a c h i m i ' s  recommendation. 

(16a) On a motion by Mr. Wil l iams,  seconded by Mr. Kasmer, t h c  

Committee unanimously approved t h e  a t t e n d a n c e  of  Wanda Black a t  



t h e  NCPERS c o n f e r e n c e  b e i n g  h e l d  i n  Chicago A p r i l  10-14. 

(16b) The Committee a c t e d  t o  d e f e r  t h e  d i s c u s s i o n  of t h e  r e a l  

e s t a t e  c o n s u l t a n t  p r o p o s a l s  u n t i l  t h e  nex t  meet ing .  

(1Gc) Mr. Mullen p r e s e n t e d  a p r o p o s a l  t o  p u r c h a s e  computer  

equipment f o r  t h e  Pens ion  O f f i c e  from Microware I n c . ,  a m i n o r i t y  

owned f i rm.  On a motion by Mr. C l a r k ,  seconded by M r ,  Wi l l i ams ,  

t h e  Committee unanimously approved purchase  of  t h e  equipment  

i d e n t i f i e d  i n  t h e  p r o p o s a l  a t  a c o s t  of $21,560.00 (copy of  

p r o p o s a l  i s  a t t a c h e d  t o  t h e s e  m i n u t e s ) .  

The S e c r e t a r y  r e p o r t e d  t h a t  Mr. Mullen h a s  a c c e p t e d  a n o t h e r  

erflployment o f f e r ,  and t h e r e f o r e ,  i s  r e s i g n i n g  from t h e  CTA 

e f f e c t i v e  A p r i l  8 ,  1988. 

(17) The Committee unanimously approved a mot ion  t o  a d j o u r n  

a t  l :50  P.M. 
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