
RETIREMENT PLAN 

CHICAGO- TRANSIT AUTHORITY EMPLOYEES 

The 368th Meeting o f  t h e  Retirement Allowance Committee 

was held on  Monday, J u l y  16 ,  1979, i n  t h e  Board Room, Room 734, 

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

M r .  W. Ashley M r .  S. Mi l l e r  
M r .  R .  Goldman M r .  T. O'Mahony 
M r .  P. Kole M r .  W. Spears  
M r .  E. Langosch M r .  J. Weatherspoon . - 

M r .  L. Wool, a l t e r n a t e  f o r  M r .  E. Brabec, w a s  a l s o  p re sen t .  

Neither M r .  Bianchi ,  nor h i s  a l t e r n a t e  was p resen t .  

Messrs. J. Bidwi l l ,  R .  Carson, J. Edwards, C .  Ha l l ,  

C.  Hea t t e r ,  D .  Kane and L .  Morris were a l s o  p re sen t .  Messrs. 

E. Hamilton and W. Leszinske of Continental  Bank were a l s o  p re sen t .  

Messrs. M.  Fredyl  and P .  Norton of Cal lan Assoc ia tes ,  I n c .  were a l s o  

present .  Mr. R .  Burke, t h e  Plan Attorney, was a l s o  p r e s e n t .  

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

Mr. Leszinske reviewed po in t  t o  p o i n t  measurements on both 

the  Growth Index and Income Index Funds f o r  t h e  per iod  from 

March 30, 1979 t o  June 29, 1979. He pointed ou t  t h a t  t h e  Do l l a r  

Weighted Percent  Change f o r  t he  Growth Index Fund f o r  t h e  per iod  

was +3.09$ and t h e  Income Index Dol la r  Weighted Pe rcen t  Change was 

+1.56%. He ind ica t ed  t h a t  t h i s  compared t o  t he  S&P 500 Dol la r  / 1 

Weighted Percent  Change of  +1.30% and Dow Jones I n d u s t r i a l s 1  -2.34%. 

M r .  Leszinske continued h i s  p re sen ta t ion  by r e f e r r i n g  t h e  

Committee t o  and reviewing a r e p o r t  t i t l e d  "June Market Summary." 



Mr. Leszinske reported that the Continental Bank has 

coatted 23 million dollars to fixed income investments yielding 

from 8.80% to 9.11% to maturity. He indicated that this commit- 

ment was made in anticipation of lower interest rates caused by 

a slowing economy. 

Mr. Leszinske concluded his presentation at 10:41 A.M. 

Mr. Mike Fredyl of Callan & Associates, Inc. made a 

presentation on the Retirement Fund for the quarter ending 

March 31, 1979. He reviewed the Fund's Investment and Actuarial 

objectives, Year-to-Date Performance, Relative Performance, Diver- 

I 

sification of the Fund, Equity Portfolio and Investment Styles of I 
. I 

1 

the Fund. 

Mr. Fredyl indicated that the Fund is doing well on an 

overall basis and that the Committee should closely monitor . 

E. W. Axels future performance. 

The details of Mr. Fredylls report are found in the I 

Callan Associates, Inc.'s Report, dated March 31, 1979. Each 

Committee Member was given a copy of the Callan Associates, 1nc.l~ 

Report and a copy is retained in the Secretary of the Retirement 

Allowance Committee's Office. 
I 
I 

The Chairman asked for approval of the Minutes of the 1 

367th Meeting, held June 18, 1979. 
I 
I 

Mr. OpMahony pointed out an error in the ~inutes' on 

page one, fifth paragraph, second sentence which reads, 



"Mr.  Leszinske poin ted  o u t  t h a t  t h e r e  has  been a sha rp  d e c l i n e  

i n  durable  goods o f  approximately 8% 'and t h a t  t h e  Consumer P r i c e  
I 

Index has  been f lat  s i n c e  t h e  end o f  1978." M r .  Leszinske i n d i c a t e d  

I t h a t  it should read  as fol lows:  " M r .  Leszinske poin ted  o u t  t h a t  ' 

I 

t he re  had been a sha rp  d e c l i n e ' i n  durable  goods which w a s  cen te red  I 4 

i n  automobile s a l e s  and t h e  Consumer P r i c e  Index cont inued t o  

i nc rease  a t  a double d i g i t  r a t e . n  

On a motion by M r .  M i l l e r ,  seconded by M r .  Kole, t h e  ' 

Committee unanimously approved t h e  Minutes of  t h e  367th Meeting, 

held J u l y  16 ,  1979, i n c l u d i n g  t h e  aforementioned c o r r e c t i o n .  

The Sec re t a ry  made t h e  announcement of  d e a t h s  r epo r t ed  

s ince  l a s t  meeting, as pe r  t h e  a t t ached  list. 

The Sec re t a ry  submit ted f i f t e e n  (15) Surv ivorsh ip  Options 

f o r  approval .  The Sec re t a ry  pointed out  t h a t  among t h e  t h r e e  (3) 

1 
Automatic A One-Half (1 /2)  Options was one f o r  a M r .  Ollie J.  Thomas, 

I 

Sr. which was submitted by t h e  Maintenance Department r e q u e s t i n g  I 

I 

t h a t  it be made r e t r o a c t i v e  t o  May 1, 1979. The Maintenance Depart- 
I 

ment s t a t e d  t h a t  it was t h e i r  understanding t h a t  an  employee needed 
I 

t o  have t e n  (10)  yea r s  of  s e r v i c e  t o  q u a l i f y  f o r  a D i s a b i l i t y  Ret i re -  

ment and as a r e s u l t  Mr. Thomas could not  r e t i r e .  Subsequently,  t h e  

Sec re t a ry ' s  Off ice  poin ted  out  t h a t  Mr. Thomas d i d  not q u a l i f y  f o r  a 

D i s a b i l i t y  Retirement but  he  d id  q u a l i f y  f o r  an Ea r ly  Retirement.  

The minimum requirement f o r  Ea r ly  Retirement is  age 55 wi th  t h r e e  (3) ' 

o r  more years  of s e r v i c e ;  M r .  Thomas was age 59 wi th  over  s i x  (6 )  
I 

fears of  s e r v i c e .  , 



On a motion by M r .  Kole, seconded by M r .  Spears ,  t he  Comm- 
I 

i t t e e  unanimously approved the Surv ivorsh ip  Options as submi t ted  and I 

accepted M r .  Thomas1 r e t r o a c t i v e  May 1, 1979 Automatic A one-Half 

(1/2)  Surv ivorsh ip  Option. 

The Sec re t a ry  adv i sed  t h a t  t h e r e  were twenty-one (21) I 
I 
I 

Appl ica t ions  f o r  Retirement submit ted f o r  approval ,  which . I ~ 
1 

included one f o r  M r .  Ollie J. Thomas, S r . ,  r e t r o a c t i v e  t o  May 1, 1979 1 

f o r  t he  r ea sons  s t a t e d  i n  t h e  preceding  paragraphs.  1 
I 

On a motion by M r .  Miller, seconded by M r .  Spears ,  t h e  
I 

I Committee unanimously approved t h e  twenty-one (21)  App l i ca t i ons  f o r  1 

Retirement inc lud ing  Mr. Ollie J. Thomas, S r .  r e t r o a c t i v e  e a r l y  re- 

t i rement  t o  May 1, 1979. 

The Sec re t a ry  r epo r t ed  t h a t  du r ing  t h e  month, two ( 2 )  

I 

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  r e c o r d s  reviewed. 

The Sec re t a ry  presen ted  t h i r t y - f o u r  (34) re funds ,  t o t a l i n g  

$190,121.61, f o r  approval a t  t h i s  meeting. 

M r .  Spears  brought up t h e  ques t i on  of  whether o r  n o t  

refund checks a r e  being he ld  i n  t h e  S e c r e t a r y ' s  O f f i c e .  The Secre-  

t a r y  advised t h a t  i t  is  not  t h e  p o l i c y  o f  h i s  o f f i c e  t o  wi thhold  

refund checks and a de l ay  i n  p repa r ing  t h e  checks i s  u s u a l l y  a 

r e s u l t  of n o t  r ece iv ing  t h e  f i n a l  c l ea rance  from t h e  Author i ty .  

On a motion by Mr. Kole, seconded by Mr. Spears ,  t h e  

refunds t o  be paid Ju ly  31, 1979, a s  per  t h e  a t t ached  s t a t emen t ,  

were unanimously approved. 



t 

The Sec re t a ry  presen ted  a Report o f  Deposi ts ,  Disbursements 

and Investments  f o r  t h e  month o f  June,  1979. 

  he Sec re t a ry  i n d i c a t e d  t h a t  f o r  t h e  month ended 

June 30 ,  1979 t h e  Fund's Performance had s u b s t a n t i a l  g a i n s .  H e  

recommended' t h a t  each Committee Member review t h e  performance 

numbers o f  each manager as they  a r e  very  good r e s u l t s .  

The Sec re t a ry  presen ted  t h e  Chicago T r a n s i t  Au tho r i t y  b i l l s ,  

t o t a l i n g  $15,604.87, and o t h e r  b i l l s ,  ' t o t a l i n g  $148,383.18, f o r  

approva l .  

On a motion by M r .  Kole, seconded by M r .  Wool, t h e  Comm- 

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

The Sec re t a ry  p re sen t ed ,  f o r  payment on Ju ly  31, 1979, 

I 

Death B e n e i f t s  numbering twenty-eight  (28)  and amounting t o  

On a motion by M r .  Langosch, seconded by M r .  Kole, t h e  

Committee unanimously approved t h e  Death Bene f i t s ,  a s  p e r  t h e  

a t t ached  l i s t .  

The Sec re t a ry  r e f e r r e d  t h e  Committee t o  a copy o f  a pro- 

cedure i n  each Committee Member's Pas s  Out Ma te r i a l  t i t l e d  "Ret i re-  

ment Con t r ibu t ions  by Those Occupying F u l l  and Part-Time P o s i t i o n s  

with t h e  Assoc ia t ion  o r  Its1 I n t e r n a t i o n a l  Of f i ce  o f  Any Barga in ing  

Agent. " 

Ths Sec re t a ry  i n d i c a t e d  t h a t  M r .  C.  Ha l l  ha s  n o t  met wi th  

M r .  H e a t t e r  on t h i s  procedure,  a s  o f  t h i s  date'. M r .  Ha l l  responded 
. . 



by i n d i c a t i n g  t h a t  he w i l l  meet wi th  M r .  Heatter p r i o r  t o  the 

next meeting. 1 
The Sec re t a ry  recommended t h a t  t h i s  matter be he ld  i n  

abeyance u n t i l  next  meeting. 

The Sec re t a ry  r epo r t ed  t h a t  M r .  Herbert  P r o f i t ,  Jr. 

f a i l e d  t o  reimburse t h e  Retirement Fund w i t h i n  t h e  90 day per iod  

1 
from t h e  d a t e  of  r e in s t a t emen t  i n  accordance wi th  ~ u l ;  No. 21 o f  

t h e  Plan; t hus ,  M r .  P r o f i t ' s  r i g h t s  under t h e  Plan s h a l l  be o n l y  1 
I 
1 

as a new employee. M r .  Wool recommended t h a t  t h e  Sec re t a ry  send 

a l e t t e r  t o  M r .  P r o f i t  informing him o f  t h e  above-mentioned facts. 

The S e c r e t a r y  ind ica t ed  t h a t  he would'send a l e t t e r  informing 

M r .  P r o f i t  o f  t h i s  mat te r .  I 
I 

The Sec re t a ry  c i r c u l a t e d  a l e t t e r  t i t l e d  " I n t e r e s t  on I 
Employee Con t r ibu t ions  and Investment Resul t s . "  This  l e t t e r  was 

prepared i n  response t o  a reques t  by M r .  Langosch, a s  a r e s u l t  I 

of many i n q u i r i e s  from employees regard ing  t h e  low r a t e  of  i n t e r e s t  

appl ied t o  employee c o n t r i b u t i o n s  a t  t h e  end of  t h e  Plan Year 1978. 
I 

I 
1 

A d i scuss ion  ensued between Committee Members r e l a t i v e  t o  

t h e  l e t t e r  and it  was agreed t h a t  t h e  l e t t e r  be c i r c u l a t e d  through- 

out  t h e  Author i ty  and posted on b u l l e t i n  boards.  It was a l s o  agreed  

t h a t  any i n q u i r i e s  about t h e  i n t e r e s t  f a c t o r  be d i r e c t e d  t o  t h e  

S e c r e t a r y ' s  Of f i ce .  

The Sec re t a ry  repor ted  t h a t  t h e  Plan rece ived  a f avo rab le  

de te rmina t ion  l e t t e r  from t h e  I n t e r n a l  Revenue Se rv i ce  f o r  a l l  



amendments t o  t h e  Pension Plan a s  a r e s u l t  of t h e  l a s t ' l a b o r  nego- 

t i a t i o n s .  

Mr. Kole advised  t h e  Committee o f  an arrangement r e c e n t l y  

made by Mr. Robert H a r r e l l  o f  Lowry, Racl in ,  H a r r e l l  and Howerdd 

which w i l l  avoid paying premium commission r a t e s  t o  broker -dea le rs .  

The arrangement is one t h a t  provides  each money manager 

w i t h  a c c e s s  t o  broker -dea le rs  w i th  t h e  "best  execu t ion  c a p a b i l i t i e s . "  

This  arrangement provides  t h e  veh ic l e  whereby Retirement 

Fund t r a d e s  a r e  executed a t  7 and 8 cen t s / sha re  depending upon 

volume i n s t e a d  o f  approximately 9.9 c e n t d s h a r e .  The r e s u l t  o f  t h i s  

arrangement would be a s u b s t a n t i a l  sav ings  t o  t h e  Retirement Fund. 

The sav ings  could be u t i l i z e d  t o  pay ope ra t i ona l  expenses  o f  t h e  

Fund. For example, i n  1978 t h e  Retirement Fund genera ted  commission I 

I 

expense o f  $343,477 . O O  o f  which $54,198.52 was u t i l i z e d  t o  pay a 

por t ion  of  t h e  f i n a n c i a l  consu l t an t  f e e s  o f  Cal lan  and Assoc ia tes ,  
I 

I n c ,  and Lowry, Rac l in ,  H a r r e l l  and Howerdd through a d i r e c t e d  

brokerage arrangement.  If t r a d i n g  had been done under t h e  new 

arrangement, r e c e n t l y  recommended by Robert H a r r e l l ,  t h e  fund would 

have reduced commission expenses  by $76,000 t o  $109,000, which could  

have been u t i l i z e d  t o  pay a l a r g e r  po r t i on  of t h e  f i n a n c i a l  consul- 1 

t a n t  f e e s .  

; M r .  Kole i n d i c a t e d  t h a t  under t h i s  new arrangement t h e  

Retirement Fund w i l l  pay a l l  consu l t an t  f e e s  d i r e c t l y  ou t  of t h e  

Fund and no longer  use  t h e  d i r e c t e d  brokerage arrangement f o r  pay- 

ment of f e e s ,  



Mr. Hamilton i n d i c a t e d  t h a t  i n  t h e  bank's op in ion  t h i s  

arrangement w a s  accep tab le  provided it is done on a b e s t  execu t ion  

- bas i s .  H e  f u r t h e r  i n d i c a t e d  t h a t  t h e  bank w i l l  c o n t i n u a l l y  monitor  

f b t u r e  t r a d e s  t o  ensure  compliance t o  b e s t  execut ion.  

I n  add i t i on ,  Mr. Kole advised  t h e  Committee t h a t  

M r .  Harrell has  reques ted  a change i n  h i s  consu l t i ng  fee arrange-  

ment. The new f e e  arrangement is based on t h e  market va lue  o f  t h e  

fund i n  accordance wi th  the fo l lowing  schedule.  

LOWRY, RACLIN,  HARRELL & HOWERDD 

FEE SCHEDULE 

FIRST $ 50 Mil l ion  - 
NEXT $200 Mi l l ion  - 
NEXT $200 Mil l ion - 
NEXT $400 Mil l ion - 

Mr. Kole i n d i c a t e d  t h a t  t h i s  would be a  s u b s t a n t i a l  f e e  

i nc rease ,  a l though i n  h i s  op in ion  Mr. H a r r e l l l s  s e r v i c e s  have been and 

continue t o  be extremely va luab le  i n  s u c e s s f u l l y  d i r e c t i n g  t h e  

investments of t h e  Fund and appear  t o  warrant an  i n c r e a s e  i n  f e e .  

I n  add i t i on ,  Mr. Kole advised t h e  Committee of a $16,000 

b i l l  f o r  s e r v i c e s  provided by Compensation and Cap i t a l ,  I n c .  r e l a -  

t i v e  t o  t h e  development of an automated Retirement Fund General , I 

Ledger and Financia l  Report ing System. Mr. Kole i n d i c a t e d  t h a t  t h i s  

s e rv i ce  i s  very va luable  a s  i t  w i l l  provide t h e  Committee wi th  any 1 
I 

f i n a n c i a l  information a s  r equ i r ed  i n  t h e  f u t u r e .  He a l s o  i n d i c a t e d  

t h a t  Compensation and Cap i t a l ,  Inc .  has a l s o  requested an i n c r e a s e  



i n  t h e i r  monthly fee from $2,000 t o  $2,400 f o r  t h e  p roces s ing  o f  t h e  

"Summary f o r  t h e  Board" and t h e  monthly automated g e n e r a l  l e d g e r  

r epo r t s .  I 
M r .  Kole a l s o  recommended t h e  approval  o f  t h i s  i n c r e a s e  i n  I 

f e e  a s ' t h e  Committee now r e c e i v e s  t imely  r e p o r t s  on t h e  Fund's per- 1 
I 

f ormance . I 
The Sec re t a ry  recommended t h a t  a l l  b i l l s  f o r  c o n s u l t a n t  f e e s  

be d i r e c t e d  t o  Continental  Bank and be pa id  d i r e c t l y  o u t  o f  t h e  Fund 

and a copy of each b i l l  be s e n t  t o  t h e  S e c r e t a r y ' s  Of f i ce  f o r  

a u d i t i n g  purposes. I 
On a motion by M r .  M i l l e r ,  seconded by M r .  Wool, t h e  

Committee unanimously approved t h e  fol lowing recommendations: t h e  

implementation of t h e  arrangement as recommended by R .  H a r r e l l  t o  

decrease commission expenses and provide money managers w i th  acces s  

t o  broker-dealers  with bes t  execut ion  c a p a b i l i t i e s ,  an i n c r e a s e  i n  

both Lowry, Racl in,  Har re l l  & Howerddts and Compensation and Cap i t a l ,  

I n c e t s  f e e s  and a $16,000 f e e  payable t o  Compensation and C a p i t a l ,  Inc .  

f o r  the  development of t h e  General Ledger System. The Committee 

a l s o  approved t h e  payment o f  f e e s  d i r e c t l y  from t h e  Fund. I 

There being no f u r t h e r  bus iness ,  on a motion by' M r .  Kole, 

seconded by Mr. Mil le r ,  t h e  Committee unanimously agreed t o  adjourn 

a t  11:45 A.M. 
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