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MINUTES OF A SPECIAL MEETING
HELD IN THE OFFICE OF THE FUND
Lo MAY 11, 1987

PRESENT: President Korshak, Recerding Secratary McDonough, Trustees
Allison and Norris, Attorney Kugler, Executive Director Jones
and Comptroller Waters.

The subject of the meeting was a lawsuit filed against the City of
Chicago in January, 1983, by retired Police Officer Martin Ryan. Mr. Ryan
alleged the City of Chicago was not making its contributions to the City
Pansion Funds in a timely fashion, nor was it paying interest on the money
when it did remit same to the Funds, The suit was decided in favor of Hr.
Ryan and the City was judged to be in arrears to the Funds {n {nterest
payments in the excess of $25,000,000.00, The City appealed that decision
and was denied reversal, It appealed that decision to the Illinois Supreme
Court and was told the Court would not hear the case. The case was
remanded back to Judge Shields in the Circuit Court who now says the City
must satisfy {ts dedt. The Policemen's Annufty and Benefit Fund 1is due
approximately $7,250,000.00 in interest. ‘

On May 8, 1987, attorney for the Board, David Kugler, was called to a
meeting by Corporation Counsel Judson Miner and Assistant Coporation
Counsel Amy Becket. TheCity {nformed Mr. Kugler it did not have the money
'to pay its indebtedness at this time, Mr, Kugler was al1so informed the the
Corporation Counsel's office has raviewed the City budgets for the past
several years and has discovered that the City Council never appropriated
funds to supplement the hospftalization claims of the retired employees,

Mr. Kugler was informed that because of this fact, the city could sue
the Pension Funds for rscovery of the monies, The amount ~for the
Policemen's Annuity and Benefit Fund {s approximately $§25,000,000.00.
Howtver, the City does not want to sue the Fund, but some citizen may sue. —

" "The City Suggasted to Mr. Rugler that he speak to the Board and advise
that the City would not sue for the hospitalization payments {f the Fund
woula waive payment of the $7,250,000,00 due in interest in the Ryan case.
The City said 1t would send a representative to meet with Board nemuers, if
‘desired by the Board, for further discussicn.

After much discussion the Board members present stated that such a
trade-off was not possible. The Fund must recover the $7,250,000.00 due.
Attorney Kugler was instructed to return to the Corporation Counsel and

present the Bozrd's position, namely, that the Board: must <e{ve the
§7,250,000,00 end {s willing %o cooperate witt/}he City in matter,
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IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT - CHANCERY DIVISION

(#90909)
CITY OF CHICAGO, a Municipal
Corporation, .

Petitioner,
vs.

)
)
)
)
)
|
MARSHALL KORSHAK, RUSSELL EWERT, )
ODELL HICKS, THOMAS D. ALLISON, )
FRED W. SETTLES, CECIL A. PARTEE, )
CHESTER JASKOLKA, RONALD R. NORRIS,)
and JAMES McDONOUGH, IN THEIR CA- )
PACITY AS THE. BOARD MEMBERS OF )
OF THE POLICEMEN'S ANNUITY & BENE- )
FIT FUND FOR CITIES OVER 500,000; )
MICHAEL A. COEEN, NORMAN S. )
HOLLAND, ANN FOLEY, JAMES R. )
CONMEY, WALTER S. KOZUBOWSKI, )
RONALD D. PICUR, RONALD MALONEY, )
and CECIL A. PARTEE, IN THEIR CA- )
PACITY AS THE BOARD MEMBERS OF )
THE FIREMEN'S ANNUITY & BENEFIT )
FUND FOR CITIES OVER 500,000; )
WILLIAM J. McMAHON, RONALD D. )
PICUR, CECIL A. PARTEE, WAVYNE N. )
MARSHALL, and EDWARD J. LAIRD, IN )
THEIR CAPACITY AS THE BOARD MEMBERS)
OF THE MUNICIPAL EMPLOYEES' ANNUI- )
TY & BENEFIT FUND FOR CITIES OVER )
500,000; ROGER E. MCMAHON, RONALD )
D. PICUR, CARMEN TACULLO, and )
CECIL A. PARTEE, IN THEIR CAPACITY )
AS THE BOARD MEMBERS OF THE LABOR- )
ERS' & RETIREMENT BOARD EMPLOYEES' )
ANNUITY & BENEFIT FUND FOR CITIES )
OVER 500,000, )

)

)

L0 {d 6113048

Respondents.

COMPLAINT FOR MANDAMUS, RESTITUTION,
AND OTHER RELIEF
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COUNT I

Preliminary Statement

l. Count I of this action seeks a writ of mandamus to compel
defendants, the board members of the Policemen's Annuity and Bene-
fit Fund for cities over 500,000 and the board members of the

Firemen's Annuity and Benefit Fund for cities over 500,000 to com-

Ply with their respective statutory obligations to enter into con-

tracts with insurance carriers to provide group health'insurance
for their funds' annuitants.

Count I also seeks a writ of mandamus to cqmpel the'board
mémbers of the Municipal Employees' Annuity and Benefit Fund for
cities over 500,000 and the board members of the Laborers' and Re-
tirement Board Employees! Annuity and Pension Fund for cities over
500,000 (Laborers' Board) to comply with their respactive statuto-
ry obligations to approve a group hospital care plan and a‘group

medical and surgical plan for their respective funds' participat-

ing annuitants.

Parties

2. ' Petitioner, éity of Chicago, is a municipal corporation,
organized in accordance with Ill. Rev. Stat. ch. 24, §l-1-1.

3. Respondenﬁs Marshall Korshak, Russell Ewert, Odell Hicks,
Thomas D. Allison, Fred W. Settles, Cecil A. Partee, Chester
Jaskolka, Ronald R. Norris and James McDonough constitute the re-
tirement board of the Policemen's Annuity and Benefit Fund estab-

lished in accordance with Iil. Rev. Stat. ch. 108-1/2, §5-178 and

-2

A 81



ELECTRONICALLY FILED
1/13/2016 4:07 PM
2013-CH-17450
PAGE 4 of 9

are responsible for, inter alia, administration of Article 5 of
the Illinois Pension Code.
4. Respondents Michael A. Cohen, Norman S. Holland, Ann

Feley, James R. Conmey, Walter S. Kozubowski, Ronald Maloney,

- Cecil A. Partee, and Ronald D. Picur constitute .the retirement

board of the Firemen's Annuity and Benefit Fund (Firemen's Board)
established in accordance with Il1l. Rev. Stat. ch. 108-1/2, §6-174

and are responsible for, inter alia, administration of Article 6

of the Illinois Pension Code.
5. Respondents William J. McMahon, Ronald D. Picur, Cecil A.
Partee, Wayne N. Marshall, and Edward J. Laird constitute the re-

tirement board of the Municipal Employees' Annuity and Benefit

- Fund (Municipal Board) established in accordance with TIll. Rev.

Stat. ch. 108-1/2, §8-192 and are responsible for, inter alia, ad-
ministratién of Article 8 of the Illinois Pension Code.

6. Respondents Roger E. McMahon, Ronald D. Picur, carmen
Tacullo and Cecil A. Partee constitute the retiremént board of the
Laborers aﬁd Retirement.Board of the Employees' Annuity and Bene-
fit Fund (Laborers' Board) established in accordance with T11.
Rev. Stat. ch. 108-1/2, §ll—i81, and are responsible for, inter
alia, administration of Article 11 of the Illinois Pensioﬁ Code.

7. Respondent board members are sued in their official ca-

pacities as members of their respective retirement boards.

Factual Allegations
8. Section 5-167.5 of the Policemen's Annuity Fund Act,

Ill. Rev. Stat. ch. 108-1/2 §5-167.5, and Section 6-164.2 of the

-3
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Firemen's Annuity Fund Act, Ill. Rev. Stat. ch. 108-1/2 §6-164.2
are ldentical and provide that: 1) "The Board shall ‘contract with
one or more [insurﬁnce] carriers to provide group health insurance
for all annuitants; 2) an insurance carrier is defined as "an in-
Surance company, or a corporation organized under the Nonprofit
Hospital Service Plan Act, the Medical Service Plan Act or the
Veluntary Health Services Plan Act, which is authcorized to do
group health insurance business in Illinois"; 3) the'board shall
pay the premiums for health insurance for each annuitant so that
the basic monthly premium for each annuitant will be contributed:
a) from the City's tax levy on behalf of the fund up to a maximum
of $55 00 per menth for annuitants not qualified to recelve Medl-
care benefits and $21 00 per month for those who are quallfled,
and b) where the basic monthly premium exceeds the maximum to be
contributed by the City on.each annuitant's behalf, stuch excess
shall be deducted by the board from the annuitant's monthly annui-
ty. |

9. The statutory provisions of the Policemen's Annuity Fund
and Firemen's Annuity Fund concerning group health insurance were
effective as of‘Januafy 12, 1983,

10. Upon information and belief, from January 1983 to the
present, neither the Policemen's Board nor the Firemen's Board has
contracted with an insurance carrier to provide group health in-
surance for annuitants.

11. Section 8-164.1 of the Municipal Employees' Pension

Statute, Ill. Rev. Stat. ch. 108-1/2, §8-164.1, and section 11-

—d -
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160.1 of the Laborers' Pension Statute, I1l. Rev. Stat;.ch. 108~
1/2, §11-160.1 are identical aﬁd provide that: 1) each annuitant
who 1s over 65 years of age and héd at least fifteen years of mu-
nicipal employment may participate in a group hospital care plan
and a group medical and surgical plan (2 plan) approved by the
board (emphasis added); 2) the board is authorized tc make health
insurance payments from the City's tax levy up to $25.00 per month
per annuitant; and 3) if the monthly premium exceeds the $25.00
statutory authorization: a) the excess méy be deducted from the
annuitant's annuity at the annuitant's election, or else b) the
cbverage shall terminate. |
| i12. Thé statutory provisions of the Municipal Employees!
Fund and the Laborers' Fund concerning group health insurance were
effective as of 3uly 18, 1985, and'August 16, 1985, respectively.
13. Upon information and belief, from July 1985 to the pres-
ent,—neither the Municipals Employees' Board nor the Laborers!'
Board has approved a plan in.wﬁich their annuitants may partici-

£

pate.

l4. Until the filing of this complaint, the annuitants of
all four funds receive health insurance through the City, which

is a self-insurer.

Cause of Action

15. Respondents failed to carry out the statutory duties set

forth in paragraphs 8 through 14.
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l6. Reépondents are without discretion to refuse or other-
wise fail to carry out the statutory duties enumerated in the sec-
tions of the Pension Code set forth idgparagraphs 8 through 14.

17. The City is entitled to the respondents' execution of

their statutory duties as members of their respective Pension
Boards as a matter of law. ¥ |

WHEREFORE, the petitioner praysngiat the Court:

A. Issue a writ of mandamus compelling the Police Board and
Fire Board immediately te enter inte contracts with insurance car-
riers to provide health insurance for their annuifants, and com-
pelling the Municipal Employees' Board and Laborers' Board to ap-
Prove a plan in which their respective annuitants may participate;

B. Issue a writ of mandamus compelling respondents Police,
Fire, Municipal Employees and Laborers' Boards to pay the exceés
menthly health insurance premium.aﬁ%ﬁe the City's statutory tax

levy contribution with monies deducted from each annuitant's annu-

ity, and further requiring respondents Laborers' and Municipal Em-

. ployees' Boards to terminate coverage for all annuitants who elect

coverage and decline to pay the excess premiums out of their annu-

ities.
COUNT IT

Preliminary Statement

1. In Count II of this action, the City seeks to recover

funds wrongfully expended by the City without a statutorily
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required appropriation on behalf of annuitants of the four funds

from 1980 to the present.

Parties
2-6, The City realleges paragraphs 2 through 6 of Count I

and incorporates them by reference.

Factual Allegations

7. From 1980 through the present, the City has pald the
health insurance coverage fof annuitanﬁs of the Policemen's, Fire-
men's, Municipal' Employees' and, Laborers' Annuity and Pension
Funds and their dependents by allowing these annuitants and their
dependents to use the City's own ﬁealth Care Plan.

8. The City is a self-insurer of its Health Care Plan.

9. The excess cbsts for health insurance paid by the Citj on
behalf of annuitants of the four funds for the period 1980 through
June 1987 aré: ‘Policemen's Fund - $27 million; Firemen's Fund-

$9.3 million; Municipal Employees' Fund - $18.5 million; and La-

' borers' Fund - $4.0 million, for a total of $58.8 million. (All

figures rounded to the nearest one hundred thousand dollars.)

10. The City has, from 1980 through June 1987, provided ap-
proximately $58.8 million on behalf of the pension funds for their
annuitants over and above the premiums.paidlby those funds for the
annuitants' health insurance costs.

1l. The City spent this money for the funds and for the
benefit of their annuitants and dependents from 1980 through June

1987 without an appropriation by the corporate authority as

0 -7-
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required by ch. 24, section 8-~1-1, of the Illinois Revised Stat-

'utes, and as required by the yearly Appropriation Ordinances of

the city.

Cause of Actiocn

12. The City has wrongfully expsnded public funds for the
benefit of the four pension fuﬁds withoutAétatutory authority to
do so.

| 13. The City is entitled to recover these funds.

WHEREFORE, the City prays for judgment as follows:

A. Ordering all four Boards to make restitution to the city
in the full amount of the subsidies provided their respective
funds from 1980 thfough l987,lp;us intérest and costs.

JUDSbN H. MINER

Corporation Counsel
City of Chicago

By:

MATTHEW J. DIERS
Deputy Corporation'Counsel

DATED: ' October 19, 1987

MATTHEW J. PIERS

Deputy Corporation Counsel
312/744~0458

JOEL D. STEIN .
Chief Assistant Corporation Counsel
312/744-9018

AMY L. BECKETT

Assistant Corporation Counsel
Affirmative Litigation Division
312/744-0746

180 North LaSalle Street

Room 704

Chicago IL 60601
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. COUNTY OF COOK )

STATE OF ILLINOIS )
SS

7/

IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT - CHANCERY DIVISION

CITY OF CHICAGO, A Municipal
Corporation,

Plaintiff
\4S
MARSHALL KORSHAK, ETAL.,
Defendants

MUNICIPAL EMPLOYEES' ANNUITY AND
BENEFIT FUND OF THE CITY OF CHICAGO,
ETAL. ,

Counterplaintiffs
£

CITY OF CHICAGO, A Municipal
Corporation,

LA VA WA S W e Ve Wa WA AT 4 Wl Wl WNa W o W S T g

~ No. 87 CH 10134

NOTICE OF FILING

Counterdefendant
B
S5
éﬁg: See Attached Service List.
—
28

Please take Notice that on December 16, 1987 pursuant

to Order of Court we caused to be filed Verified Counterclaim For

Injunction And Other Relief, and Petition For Preliminary Injunction.

Frederick P. Heiss :
William A. Marovitz

The Attorneys for the Fund

188 West Randolph Street

Suite 1226

Chicago, Illinois 60601
726-0504

L-f]l i

Frederick P. Heiss
William A. Marovitz
The Attorneys for the Fund
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SERVICE LIST

MATTHEW J. PIERS

180 N. LaSalle Street
Room 704

Chicago, Illinois 60601

KEVIN M. FORDE

Kevin M. Forde, Ltd.

111 West Washington Street
Suite 1100

Chicago, Illinois 60602

DAVID KUGLER

Kugler, DelLeo & D'Arco, Ltd.
One N. LaSalle Street

Suite 1000

Chicago, Illinois 60602

MAYNARD B. RUSSELL

@ Fagel, Haber & Maragos

EE 140 S. Dearborn Street

>~LR4th Floor

gg":lﬁgicago, Illinois 60603

O L™

ZS METIN J. BURNS

Egaﬁﬁc.obs, Burns, Sugarman & Orlove
59201 N. Wells

W suite 1900

L

Chicago, Illinois 60606
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STATE OF ILLINOIS )
) S8
COUNTY OF COOK )

CERTIFICATE OF SERVICE

The undersigned, being duly sworn on oath, states that I have
served a copy of the foregoing Verified Counterclaim For Injunction
And Other Relief, and Petition For Preliminary Injunction, pursuant
to Supreme Court Rule 220, to the attorneys address herein named,
mailed with proper postage pre-paid, on this 16th day of December,

1987, before the hour of 5:00 p.m..

Under penalties as provided by law
pursuant to Section 1-109 of the
Code of Civil Procedure, the
undersigned certifies that the
katements set forth in this
%g&tificate Of Service are
Ifue and correct.
g
o«
&

" Frederick P. Heiss

William A. Marovitz

The Attorneys for the Fund
188 West Randolph Street
Suite 1226

Chicago, Illinois 60601
726-0504

Georgia Danhelka

Georgia Danhelka
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STATE OF ILLINOIS )

) SS
COUNTY UF COOK )

IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT - CHANCERY DIVISION

CITY OF CHICAGO, a Municipal
Corporation,

Plaintiff,.
vs.
MARSHALL KORSHAK, et al,
Defendants.

MUNICIPAL EMPLOYEES' ANNUITY AND
BENEFIT FUND OF THE CITY OF CHICAGO,

N N N N/ N/ N/ N N N N N N SN SN S N N N N N N N N

et al,
Counterplaintiffs,

vs.
€ITY OF CHICAGO, a Municipal
%crporation,
Lo
o Counterdefendant.
2 _

VERIFIED COUNTERCLAIM FOR INJUNCTION AND OTHER RELIEF

Counterplaintiffs, MUNICIPAL EMPLOYEES' ANNUITY AND BENEFIT FUND
OF THE CITY OF CHICAGO, WILLIAM J. McMAHON, RONALD D. PICUR, CECIL A.
PARTEE, WAYNE N. MARSHALL, AND THOMAS G. SULLIVAN, IN THEIR CAPACITY
AS THE BOARD MEMBERS OF THE MUNICIPAL EMPLOYEES' ANNUITY AND BENEFIT
fUND OF THE CITY OF CHICAGO, complain of the Counterdefendant, the

CITY OF CHICAGO, a Municipal Corporation, as follows:

Preliminary

1. Counterplaintiffs, MUNICIPAL EMPLOYEES ANNUITY AND BENEFIT
FUND OF THE CITY OF CHICAGO ('"the Fund") was established in accord-
ance with Section 8-192 of the Municipal Employees, Officers and

Official Annuity And Benefit Fund, Il1l. Rev. Stat. Ch. 1084, Sec.8-192.
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2. The Fund maintains its principal place of business in
Chicago, Cook County, Illinois. B

3. Counterplaintiffs, WILLIAM J. McMAHON, RONALD D. PICUR,
CECIL A. PARTEE, WAYNE N. MARSHALL, AND THOMAS G. SULLIVAN, are each
members of the retirement board of the Fund.

4. Various retirees and certain spouses of deceased city
employees receive a monthly annuity from the Fund and have medical in-
surance coverage under the City of Chicago Annuitant Medical Benefits
Plan ("the City's Plan').

5. The Fund is engaged, inter alia, in the business of

administering certain annuity and disability insurance programs for

certain retired employees who are members of the Fund and their de-

g
[]
=]
(o3
(]
=]
ct
)]

6. Counterdefendant, the CITY OF CHICAGO ("the City") is a

B6 of 16

unicipal corporation, organized in accordance with Section 1-1-1 of

EEAG
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2013-CH-17450

e Illinois Municipal Code, I11. Rev. Stat. Ch. 24, Sec. 1-1-1.

ELECTRONICALLY FILED

7. Some or all of the acts complained of herein took place
in Cook County, Illinois.

- 8. Beginning in and continuously since approximately 1964,
many of the Fund's annuitants have participated, with active City of
Chicago employees, in a group medical benefits program sponsored
by the City. That program, since the mid-1970's, has been
administered on a self-funded, "claims made'" basis. There is no
insurance policy issued by an insurance company to cover claims made
by the annuitants. Rather, when a covered claim is submitted by a

covered individual, whether an active employee or a covered annuitant,
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{
the Cify sihply reimburses the private carriers whidh administer
the proéram és the City's agents, and which pay the claims made by
the covered individuals.

9. Approximately 5,500 of the Funds' annuitants
currently participate in the City-sponsored group medical benefits
program. Those annuitants, together with their spouses and other
dependents who also may be covered‘by the program, comprise a group
of approximately 7,000 individuals. A true and accurate copy of
the City of Chicago Annuitant Medical Benefits Plan ("the City's
Plan"), which has been in effect since September 1, 1985, is
attached hereto and incorporated herein as Exhibit A.

10. Since July 18, 1985, there has been in force and

effect in the State of I1linois, a certain statute known as Section

8-164.1 of the Municipal Employees, Officers and Official Annuity
©

%pd Benefit Fund Annuity Fund Act, Ill. Rev. Stat. Ch. 108-1/2,

N~

%pc. 8-164.1. That statute provides in relevant part:

g

"Each employee annuitant in receipt of an
annuity on the effective date of this
Section and each employee who retires on
annuity after the effective date of this
Section, may participate in a group
hospital care plan and a group medical
and surgical plan approved by the Board
if the employee annuitant is age 65 or
over with at least 15 years of service.
The Board, in conformity with its
regulations, shall pay to the organization
underwriting such plan the current
monthly premiums up to the.maximum amounts
authorized in the following paragraph
for such coverage.

As of the effective date the Board is
authorized to make payments up to $25
per month for employee annuitants '
age 65 years or over with at least

15 years of service.

If the monthly premium for such coverage
exceeds the $25 per month maximum
authorization, the difference between

- 3 - :
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* the required monthly premiums for such
coverage and such maximum may be deducted
from the employee annuitant's annuity if
the annuitant so elects; otherwise such

- coverage shall terminate.

Amounts contributed by the city as
authorized under Section 8-189 for the
benefits set forth in this Section shall
be credited to the reserve for group
hospital care and group medical and
surgical plan benefits and all such
premiums shall be charged to it.

11. Between the mid-1960's and April of 1982, the monthly
rates charged the annuitants by the City for their medical benefits
coverage were periodically increased. Nonetheless, since the
mid-1970's, when the City's Plan became self-funded, the City has

been subsidizing a portion of the costs of the annuitants' medical

@  berefits.

- .

iggg 12. Effective April 1, 1982, the City established the

-

98 .

Egggﬁ%llowing monthly rates for the Fund's annuitants' medical benefits

Z8a0 .

SomPverage:

SN

0 Under Age 65 - Single $ 55.00

w Under Age 65 - Family 150.00
Medicare Eligible - Single 21.00
Medicare Eligible ~ Two 42.00
One Over 65, One Under Age 65 76.00

13. Notwithstanding the provisions of Section 8-164.1 of
the Municipal Employees, Officers and Official Annuity And Benefit
Fund, and notwithstanding the fact that the actual cost of the
coverage has increased dramatically since 1982, these rates for‘the
Fund's annuitants' medical benefits coverage have remained
unchangedto the present date. Since April of 1982 the City has
subsized the cost of the Fund's annuitants'ﬁmedical benefits to

the extent that they exceed the rates established at that time.
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14. Both the Fund and the City have at all times been
aware that the rates in effect since the mid-1970's were substan-
tially less than the actual costs incurred by the City in paying
the Fund's annuitants' medicai claims under the Plan (together
with the costs of administering that Plan). 1In September of
1984, for ekample, the City prepared a report titled "City of
Chicago Annuitant Medical Care Benefits" in which it demonstrated
the large disparity between contributions from the Fund, and the

similar funds for other retired City employees, and the actual

~costs being incurred by the City. A‘copy of that report is

attached hereto as Exhibit B.

15. The 1984 "City of Chicago Annuitant Medical Care

enefits" report proposed that the rates paid by the annuitants

PAGHES of 16

e increased by 100% effective two months later, in November of

1984, and increased by another substantial percentage three months

after that, in January of 1985.

16. Despite this and other periodic "proposals" from

the City that the annuitants' health insurance rates be increased

the Fund was never directed to begin making deductions for "single"

annuitants or to increase the amounts being deducfed from the
annuitants' monthly checks for the cost of their dependents'
health insurance.

17. In mid-October of 1987, the director of the Fund
received a letter from the Corporation Counsel for the City
advising the Fund that from 1980 to the present the City has

pald health care costs for the annuitants of the City's four

- 5 -
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pension fund§ in excess of the contributions made by the funds
towardslthose costs. A copy of that letter is attached hereto as
Exhibit C. That letter further advised the Fﬁnd that the payments
made by the City were not the subject of any appropriation and

were thus illegal and must be repaid. The letter also advised the
Fund that the City had filed a complaint in the Circuit Court of

Cook County, namlng as defendants the trustees of the four funds,
asking that $59 million be repaid (18.5 million from the retirement
fund), plus interest, and that the funds contract for health benefits
as required by statute. Finally, the Corporation Counsel advised

the Fund that he had directed the City's Benefits Office to cease

making health care payments to pension fund annuitants as soon as

each of the respective pension funds enters contracts for health
gﬁguurance but in no event no later than January 1, 1988.

gg 18. The complaint referred to in the Corpqration Counsel's
é?gtter was filed on October 19, 1987, and is styled City of Chicago v.
c\Ilwarshall Korshak et al., 87 CH 10134. A True and accurate copy of that

complaint is attached hereto as Exhibit D.

COUNT I - TERM AND CONDITION OF EMPLOYMENT

1.-18. As paragraphs 1 through 18 of this Count I, Counter
plaintiffs reallege and incorporate as though fully set forth herein
paragraphs 1 through 18 of this Counter Complaint.

19. Since the mid-1960's the City has paid the full cost

of medical insurance coverage for City employees. Since 1971, the

City has paid the full cost of medical benefits for the active

employees of the City and for their Spouses and dependents.
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20. TFor the past ten years it has been common knowledge
among the active City employees that the annuitants participate in
the City's Annuitant Medical Benefits Plan and that the City sub-
sidizes a substantial portion of the cost of its annuitants' medical
care benefits.

21. The active City employees for the past ten years,
relied upon this retirement benefit‘in continuing their employment
with the City.

22. The City's inclusion of the énnuitants in its medical
benefits program and its subsidization of a substantial portion of the
cost of its annuitants' medical care benefits thus became a term
and condition of employment for active employees of the City.

23. The City's announced intention to terminate medical care

a)
;E ?:nefits for the Fund's annuitants as of December 31, 1987, is a
g’ggb}'each of those terms and conditions of these employment contracts
%%gﬁith the City.

Egag 24. It would be inequitable and unjust to permit the City
L

-

L

to breach these established terms and conditions of employment.

25.' The Fund and its annuitants will suffer substantial
and irreparable harm if the City is not enjoined from terminating
the medical care benefits it has provided to them for the past 20
years} The annuitants will be exposed to the risk of financial
catastrophe if the City is permitted to terminate their medical
benefits'coverage on December 31, 1987.

26. Counterplaintiffs have no adequate remedy at law.

COUNT II -~ IMPLIED CONTRACT

1.-18. As paragraphs 1 through 18 of this Count II, Counter-
plaintiffs reallege and incorporate as though fully set forth herein

paragraphs 1 through 18 of Count I.
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19. The City's actions described above gave rise fo an
implied'cont}act between the Fund, the annuitants and the City under
which the City agreed to subsidize the cost of the annuitants' medical
benefits coverage in excess of the rates established for the medical
benefits coverage effective April 1, 1982.

20. The City's letter to the Fund dated October 19, 1987
and its filing of the complaint deséribed in paragraphsl1l7 and 18 above
constitute a breach of that implied contract.

21. The Fund and its annuitants will suffer substantial and
irreparable damage if the City is not enjoined from terminating the
implied contract under which it agreed to and has, for more than five
years, subsidized the annuitants' health insurance costs in excess
of the rates effective April 1, 1982. Termination of the contract on
January 1, 1988 would expose the annuitants to the risk of a financial

tastrophe if they incur substantial medical expenses with no

[3
N

vi

urance coverage.

PAGE 12 § 16

22. It would be inequitable and unjust to permit the City

to breach this implied contract.

23. Counterplaintiffs have no adequate remedy at law.

COUNT III - BREACH OF CONTRACT

1.-18. As paragraphs 1 through 18 of this Count III, Counter-
plaintiffs reallege and incorporate as though fully set forth herein
paragraphs 1 through 18 of Count I.

' 19. The City has undertaken to provide medical benefits
coverage to the Fund's annuitants since the mid-1960's and has been
in a contractual relationship with each annuitant who chose to

participate in the City's medical benefits program during this twenty

year period.
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20. , The Fund's annuitants are presently covered by the

- City's Plan attached hereto as Exhibit A.

21. The City's Plan, which by its terms was effective
September 1, 1985, provides as follows regarding "Termination of

Coverage:"

Coverage for you and your eligible dependents will
terminate the first of the month following

-~ the month a deduction is not taken from
your annuity, or

- the month you reach the limiting age for
City-paid benefits, if you have not
arranged for deductions from your annuity
check. . :

In addition, coverage for you and your eligible
dependents will terminate the earliest of

- the date it is determined that you have
knowlingly submitted false bills or bills for
ineligible dependents for reimbursement
under this Plan
- the date the Plan is terminated, or
- the date the Plan is terminated for the
class of Annuitant of which you are a
member.
22. The City's Plan does not itself contain any procedures
or time frame regarding a notice of intent to terminate the Plan.
23. In the absence of an express term, a reasonable notice
period must be implied.
24. The City's letter of October 19, 1987, informing the
Fund that coverage would be terminated no later than December 21,
1987 is not, under the circumstances presented here, a reasonable
period of notice of intent to terminate the Plan.
25. Upon receipt of the City's October, 1987 letter, the
Fund contacted a number of private health insurance companies and

requested quotations as to the cost of coverage for the approximately
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7,000 individuals (the annuitants and their dependents) who are now
covered by the City's Plan.

26. The Fund is awaiting those price quotations:

27. When the Fund has the price quotations and details of
the coverage being offered by the private carriers, it will then have
to determine whether to approve the plan, see Ill. Rev. Stat.

Ch. 108-1/2 Sec. 8-164.1.

28. This process, involving the solicitation and evaluation
of proposals from various private carriers, negotiating and executing
contracts with one or more of them, and giving the annuitants reason-
able notice of the terms and costs of the new coverage, will not and

cannot be accomplished by the City's announced termination date of

%ﬁnuary 1, 1988,

- O

L<t

5o 29. The City has breached the Plan by failing to give
hO _

§ﬁificient notice of its intent to terminate the Plan.

30. It would be inequitable and unjust to permit the City
to terminate the City's Plan on such short notice.

31. The Fund's annuitants will suffer subsfantial and
irreparable harm if the City is permitted to terminate the City's
Plan on such short notice. The annuitants will be exposed to the
risk of financial catastrophe if the City is permitted to terminate
coverage~effective January 1, 1988.

32. Counterplaintiffs have no adequate remedy at law.

COUNT IV - EQUITABLE ESTOPPEL

1.- 18. As paragraphs 1 through:18 of this Count IV Counter-
plaintiffs reallege and incorporate as though fully set forth herein
paragraphs 1 through 18 of Count I.

- 10 - :
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‘ 19. The City has engaged in a continuous pattefn of
affirmativé acts over the past ten years by subsidizing a substantial
portion of the cost of the annuitants' medical care benefits. Since
April of 1982, the City has subsidized all costs in excess of the
rates which went into effect at that time.

20. The City's actions have been taken with full knowledge
of the actual amounts expended by it for the annuitants' medical care
benefits.

21. The Fund and its annuitants have reasonably relied on
the City's subsidization of those costs.

22. In reliance on this longstanding practice of the City,

the Fund took no steps until after receipt of the City's letter of

October 19, 1987, to locate a private health insurance carrier to

grovide medical insurance to the Fund's annuitants and the annuitants
ks

Bave not planned for the financial burden of having to pay the full

L

%ost of their own medical insurance.

23. It would be inequitable and unjust to permit the City
to terminate this practice.

24, 1If the City is permitted to terminate the annuitants’
medical care benefits on December 31, 1987, the Fund and its
annuitants will suffer substantial and irreparable harm. The
annuitants will be exposed to the risk of a financial catastrophe if
they incur substantial medicai expenses with no insurance coverage.

| 25. The City is estopped from terminating this long

standing practice.

26. Counterplaintiffs have no -adequate remedy at law.
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PRAYER FOR RELIEF

¢ *

WHEREFORE, Counterplaintiffs pray for a judgment, order and
decree against the counterdefendant as follows:

A. That the City of'Chicago be restrained and enjoined, both
temporarily and permanently, ffom terminating coverage of the Fund's
annuitants under the City of Chicago Annuitant Medical Benefits Plan.

B. That fhe City of Chicago be restrained and enjoined from
ceasing its practice of subsidizing the cost of the Fund's annuitants'
medical benefits to the extent that it exceeds the rates which went
into effect in April of 1982.

C. That in the alternative, the City of Chicago be restrained

anc enjoined from terminating coverage of the Fund's annuitants under

a the City of Chicago Annuitant Medical Benefits Plan until the Fund has
Egs)éd sufficient time to contract for similar medical benefits coverage
ggiiwgth a private insurance carrier.

§§§§ D. That this Court retain jurisdiction of this action to
Est\énforce its injunction order.

o

E. TFor such other and further relief as this Court may

deem just and proper together with the costs of this action.

One of the Attorneys for Counterplaintifis

CERTIFICATION

Under penalties as provided by law pursuant to Section 1-109 of the
Illinois Code of Civil Procedure, the undersigned certifies that the
statements set forth in this instrument are true and correct.

Executive Director
Frederick P. Heiss

William A. Marovitz

Attorneys for Counterplaintiffs
188 West Randolph St., Suite 1226
Chicago, Illinois 60602

726-0504

Attorney's No. 01405 1o A 103
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EXHIBIT 3
Korshak: Firemen Fund’s Counterclaims

Exhibit 3
Korshak: Firemen Fund’s Counterclaims
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IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT - CHANCERY DIVISION

CITY OF CHICAGO, a Municipal
Corporation,

Petitioner,
vs.

MARSHALL KORSHAK, RUSSELL EWERT,
ODELL HICKS, THOMAS D. ALLISON,
FRED W. SETTLES, CECIL A PARTEE,
CHESTER JASKOLKA, RONALD R. NORRIS,
and JAMES McDONOUGH, IN THEIR
CAPACITY AS THE BOARD MEMBERS OF
THE POLICEMEN’S ANNUITY & BENEFIT
FUND FOR CITIES OVER 500,000;
MICHAEL A. COHEN, NORMAN S. HOLLAND,
ANN FOLEY, JAMES R. CONMEY,

WALTER S. KOZUBOWSKI, RONALD D.
PICUR, RONALD MALONEY, and CECIL
A. PARTEE, IN THEIR CAPACITY AS
THE BOARD MEMBERS OF THE FIREMEN’S
ANNUITY & BENEFIT FUND FOR CITIES
OVER 500,000; WILLIAM J. MCMAHON,
RONALD D. PICUR, CECIL A. PARTEE,
WAYNE N. MARSHALL, and EDWARD J.
LAIRD, IN THEIR CAPACITY AS THE
BOARD MEMBERS OF THE MUNICIPAL
EMPLOYEES’ ANNUITY & BENEFIT FUND
FOR CITIES OVER 500,000; ROGER E.
McCMAHON, RONALD D. PICUR, CARMEN
IACULLO, and CECIL A. PARTEE, IN
THEIR CAPACITY AS THE BOARD MEMBERS
OF THE LABORERS’ & RETIREMENT
BOARD EMPLOYEES’ ANNUITY & BENEFIT
FUND FOR CITIES OVER 500,000,

Respondent.

VERIFIED COUNTER-~COMPLAINT
FOR INJUNCTION AND OTHER RELIEF

Nt N sl el Nl Nl el e i e e e N NP P NP P P i el N i i i S S S Nl S S i S P P P P P

No.

87 CH 10134

Counterplaintiffs, Michael A. Cohen, Norman S. Holland, Ann

Foley, James R. Conmey, Waltef S. Kozubowski, Ronald D. Picur,

Ronald Maloney, and Cecil A. Partee, in their capacity as the

Board Members of the Firemen’s Annuity and Benefit Fund by their
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attorneys, Martin J. Burns and Thomas J. Esler, as their
counterclaim against the City of Chicago, counterdefendant,
allege as follows: |
Preliminary

1. The Retirement Board of the FIREMEN’S ANNUITY & BENEFIT
FUND OF THE CITY OF CHICAGO (”th_e Fund”) was established in
accordance with Section 6-174 of the Firemen’s Annuity Fund Act,
Il1l. Rev. Stat. ch. 108-1/2, 96-174. The Fund maintains its
principal place of business in Chicago, Cook County, Illinois.

2. Counterplaintiffs Michael A. Cohen, Norman S. Holland,
Ann Foley, James R. Conmey, Walter S. Kozubowski, Ronald D.
Picur, Ronald Maloney, and Cecil A. Partee are each Members of
the Retirement Board of the Fund.

3. The Fund is engaged, inter alia, in administering

certain annuity, disability and group health benefits for
disabled and retired fire fighters and other employees of the
City of Chicago’s Fire Department (”Annuitants”), their spouses,
and their dependents.

4. Counterdefendant, the CITY OF CHICAGO (”the City”), is a
municipal corporation, organized in accordance with Section 1-1-1
of the Illinois Municipal Code, Ill. Rev. Stat. éh. 24, q1-1-1.

5. Some or all of the acts complained of herein took place
in Cook County, Illinois.

6. Beginning in, and continuously since, approximately
1976, many of the Fund’s annuitants and dependents have

participated, with active City of Chicago Fire Fighters and other
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employees of the City of Chicago’s Fire Department, in a group
medical benefits program sponsored by the City. That program has
been administered by insurance companies, but is financed on a
self-funded, ”claims made” basis. No insurance policy is issued
by an insurance company to cover health care costs incurred by
the annuitants and their dependents. Rather, when a covered
claim is approved and paid by the insurance companies which
administer the program, the City reimburses them.

7. Approximately 4,000 of the Fund’s annuitants, including
surviving spouses, currently participate in the City-sponsored
group medical benefits program. Those annuitants, together with
their spouses and other dependents who also may be covereq_by the
program, comprise a group of approximately 6,000 individuals.

8. Since January 12, 1983, there has been in force and
effect in the State of Illinois, Secﬁion 6-164.2 of the Firemen’s
Annuity and Benefit Fund Act, Ill. Rev. Stat. ch. 108-1/2, 9q6-
164.2. That statute provides, in relevant part:

* * *

(b) The Board shall contract with one or
more carriers to provide group health
insurance for all annuitants.

* * *

(d) The Board shall pay the premiums for
such health insurance for each annuitant with
funds provided as follows:

The basic monthly premium for each annuitant
shall be contributed by the city from the tax
levy prescribed in Section 6-165, up to a
maximum of $55 per month if the annuitant is
not gualified to receive medicare benefits,
or up to a maximum of $21 per month if the

3
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annuitant is qualified to receive medicare
benefits.

If the basic monthly premium exceeds the
maximum amount to be contributed by the city
on his behalf, such excess shall be deducted
by the Board from the annuitant’s monthly
annuity, unless the annuitant elects to
terminate his coverage under this Section,
which he may do at any time.

9. Since approximately 1965, active Fire Fighters, and
certain Fund annuitants, and dependents have participated in a
City-sponsored medical benefits pProgram without any contribution
required from them; other Fund annuitants and their dependents
have been covered upon payment of a contribution which was not
directly related to the total cost of the benefits provided to
the group.

10. Effective April 1, 1982, the City established the

following monthly rates for certain of the Fund’s annuitants’

medical benefits coverage:

Under Age 65 - Single $ 55.00
Under Age 65 - Family of Two 110.00
Under Age 65 - Family of Three or more 150.00
Medicare Eligible - Single 21.00
Medicare Eligible - Two 42,00
One Over 65, One Under Age 65 76.00

11. Consistent with the aforesaid provisions of Section 6-
164.2 of the Firemen’s Annuity Fund Act, these rates for the
Fund’s annuitants’ and dependents’ medical benefits coverage have
remained unchanged to the present date.

12. Also consistent with the provisions of Section 6-164.2

of the Firemen’s Annuity Fund Act, the City of Chicago has
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entered into labor agreements with Chicago Fire Fighters Union,
Local 2 which provide:

(Article XII of the Labor Contract covering the period
January 1, 1982 through December 31, 1983):

Section 12.1 Hospitalization and Medical
Coverage, Dental, Optical, Life Insurance
Programs

A. The Employer agrees to make available to
eligible employees and their eligible
dependents the hospitalization and medical
program attached hereto as Appendix C, the
dental plan attached hereto as Appendix D,
and the optical plan attached hereto as
Appendix E. The definition of eligible
employees and eligible dependents is set
forth in each respective program or plan.
The Employer shall contribute the full cost
of eligible employee and eligible dependent
coverage. '

B. The Employer also agrees to make
available to the following .other persons the
hospitalization and medical program, the

ELECTRONICALLY FILED
1/13/2016 4:07 PM
2013-CH-17450
PAGE 6 of 18

dental plan, and the optical plan: employees
who retire at age 63 (i.e., mandatory
retirement) and their eligible dependents;
widows and children of employees killed in
the line of duty; former employees on pension
disability (both duty and occupational) and
their eligible dependents; widows and
children of deceased employees who were
formerly on pension disability. The Employer
will contribute the full cost of coverage for
any of the above enumerated persons who elect
coverage under any plan or plans. However,
coverage under a plan for such persons shall
terminate when a person either reaches the
age of 65 or ceases to be a dependent as
defined in a plan, whichever occurs first.

In addition to the foregoing, it is expressly
understood that the coverage herein provided
shall be subject to coordination of benefits
on a non-duplicating basis; i.e., if any of
the persons covered herein are also covered
by another hospitalization, dental or optical
plan, then said other plan shall be

5
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considered the primary plan and the benefits
payable under any plan provided herein shall
be reduced by the amount paid by the other
plan, but in no event shall the coordination
of benefits allow for payment of more than
100% of allowable expenses.

C. Employees who retire before the age of 63
(i.e., early retirement) shall be allowed to
remain in the hospitalization and medical
program until reaching age 65, provided they
pay the following premium costs:

(1) From January 1, 1982 to April 1,
1982: a maximum of $38.26 per month for
single coverage and $114.68 for family
coverage if they elect Blue Cross; or a
maximum of $26.00 per month for single
coverage and $68.00 per month for family
coverage if they elect Bankers Life.

(2) Beginning April 1, 1982, the
hospitalization and medical premiums shall be
frozen for the term of this agreement at a
maximum of $55.00 per month for single
coverage; $110.00 per month for coverage of a
family of two (2); $150.00 per month for
coverage of a family of more than two (2).

January 1, 1984 through December 31, 1987):

Section 12.1 Hospitalization and Medical
Coverage, Dental, Optical, Life Insurance
Programs

A. The Employer agrees to make available to
eligible employees and their eligible
dependents the ’‘City of Chicago Medical Care
Plan for Employees, which became effective
October, 1984,’ and the City dental plan and
the City optical plan also provided to City
employees. The definition of eligible
employees and eligible dependents is set
forth in each respective program or plan.
However, for the Medical Care Plan only,
eligible dependents are those dependents who
are unmarried and less than 25 years of age
regardless of an employee’s date of hire.
The Employer shall contribute the full cost

-

(Article XII of the Labor Contract covering the period from
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of eligible employee and eligible dependent
coverage.

B. The Employer also agrees to make
available to the following other persons the
hospitalization and medical program, the
dental plan, and the optical plan: widows and
children of employees killed in the line of
duty; former employees on pension disability
(both duty and occupational) and their
eligible dependents; widows and children of
deceased employees who were formerly on
pension disability. The Employer will
contribute the full cost of coverage for any
of the above enumerated persons who elect
coverage under any plan or plans. However,
coverage under a plan for such persons shall
terminate when a person either reaches the
age of 65 or ceases to be a dependent as
defined in a plan, whichever occurs first.

In addition to the foregoing, it is expressly
understood that the coverage herein provided
shall be subject to coordination of benefits
on a non-duplicating basis; i.e., if any of
the persons covered herein are also covered
by another hospitalization, dental or optical
plan, then said other plan shall be
considered the primary plan and the benefits
payable under any plan provided herein shall
be reduced by the amount paid by the other
plan, but in no event shall the coordination
of benefits allow for payment of more than
100% of allowable expenses.

C. Employees who retire pursuant to the
pension statute shall be allowed to
participate in the City of Chicago Annuitants
Medical Benefit Plan until reaching age 65,
provided they pay the then current .
contribution rate. The following are the
current contribution rates:

1. A maximum of $55.00 per month for
single coverage;

2. $110.00 per month for coverage of a
family of two (2):

3. $150.00 per month for coverage of a
family of more than two (2).

A111



ELECTRONICALLY FILED
1/13/2016 4:07 PM
2013-CH-17450
PAGE 9 of 18

(Copies of the above Labor Contract Articles are attached
hereto as Exhibits A and B.)

13. The City acknowledged and took credit for the fact that
the required contributions were not necessarily equal to
individual costs incurred for covered health care benefits. The
City, as many employers in private industry, paid the exéess, if
any, between the contributions received from the Annuitant and
the cost of the benefits provided to the Annuitant and/or
dependents.

14; The Annuitants relied upon that practice in deciding
whether, and when, to retire. The Annuitants rightfully expected
that their medical benefit insurance coverage or its cost to them
would remain unchanged, or that any changes would only occur in
the same bargaining process that culminated in the labor
agreements referred to in Paragraph 12.

15. By letter of October 19, 1987, the Trustees of the Fund
were advised by thélcity’s Corporation Counsel, that medical
insurance coverage for Annuitants and dependents would cease no

later than January 1, 1988.

COUNT I - TERM AND CONDITION OF EMPLOYMENT

1-15. Aé paragraphs 1 through 15 of this Count I, the
counterplaintiffs reallege and incorporate as though fully set
forth herein paragraphs 1 through 15 of this Counterclaim.

16. It has been common knowledge among active City of

Chicago firemen and other employees that the Annuitants of the
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Fund were protected by the City’s Annuitant Medical Benefits Plan
upon the payment of a reasonable contribution.

17. The Active City of Chicago firemen and other employees
relied upon this retirement benefit in continuing their
employment with the City.

18. Many Annuitants while actively employed relied upon
this practice of the City.

197 The City’s inclusion of the Annuitants and their
dependents in its medical benefits program and its payment of any
cost of the Annuitants’ medical care benefits in excess of
contributions received became a term and condition of employment
for all employees of the Fire Department of the City who were
actively employed durihg the time the aforesaid benefits and
practice were in effect.

20. The City’s announced intention to terminate medical
care benefits for the Fund’s annuitants as of December 31, 1987,
is a breach of the terms and conditidns of employment with the
City.

2l. It would be inequitable and unjust to permit the City
to breach these established terms and conditions of enployment.

22. The Fund, the current annuitants and the future
annuitants will suffer substantial and irreparable harm if the
City is not enjoined from terminating the medical care benefits
it has provided to them. The annuitants will be exposed to the

risk of financial catastrophe and a denial of medical service if
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the City is permitted to terminate their medical benefits
coverage on December 31, 1987.
23. Counterplaintiffs have no adequate remedy at law.

COUNT II - IMPLIED CONTRACT

1.-15. As paragraphs 1 through 15 of this Count II,
counterplaintiffs reallege and incorporate as though fully set
forth herein paragraphs 1 through 15 of this Counterclaim.

16. The City’s actions described aﬁove gave rise to an
implied contract between the Fund, the Annuitants and the City
under which the City agreed to provide medical benefits coverage
to the Annuitants.

17. The City’s letter to the Fund, dated.October 19, 1987,
and its filing of the complaint in this cause, coﬁstitute a
breach of that implied contract.

18. The Fund and its Annuitants will suffer substantial and
irreparable damage if the City is not enjoined from terminating
the impliea contract under which it agreed to provide, and has
provided, medical benefits coverage to the Annuitants and their
dependents. Termination of the coverage on January 1, 1988 would
expose the Annuitants to the risk of a financial catastrophe if
they iﬁcur substantial medical expenses with no insurance
coverage. Further, Annuitants and their dependents may be denied
necessary medical service because many health care providers will
not provide medical service without proof of medical insurance.

19. It would be inequitable and unjust to permit the City

to breach this implied contract.

10
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20. Counterplaintiffs have no adequate remedy at law.

COUNT TTIT - BREACH OF CONTRACT

1.-15. As paragraphs 1 through 15 of this Count III,
counterplaintiffs reallege and incorporate as though fully set
forth herein paragraphs 1 through 15 of this Counterclaim.

16. The City has undertaken to provide medical benefits
coverage to the Fund’s Annuitants since the mid-1960’s and has
been in a contractual relationship with each Annuitant who chose
to participate in the City’s medical benefits program during this
twenty year period.

17. The Fund’s Annuitants are presently covered by the
City’s Plan pursuant to the labor agreement provision set forth
in paragraph 12. Said labor agreement is effective until
December 31, 1987, and thereafter until changed or amended by the
parties. |

18. The City of Chicago and Fire Fighters Local No. 2 are
currently in negotiations as to the terms and conditions of
employment to be effective after December 31, 1987. Article XII
of the existing Labor Contract has not been changed or amended
and will continue in effect beyond December 31, 1987 if no labor
agreement is reached and ratified by that date.

19. The City’s unilateral attempt to terminate the health
care coverage of Annuitants and their dependents no later than
December 31, 1987 constitutes a clear violation of Article XII of

the present Labor Contract.

11
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20. If the City is permitted to terminate the annuitants’
medical care benefits on December 31, 1987, the Fund and the
Annuitants will suffer substantial and irreparable harm. The
Annuitants will be exposed to the risk of a financial catastrophe
if they incur substantial medical expenses with no insurance
coverage. Furthermore, the Annuitants may be denied medical
services because many health care providers will not provide
services without proof of medical insurance.

21. The counterplaintiffs have no adequate remedy at law.

PRAYER FOR RELIEF

WHEREFORE, counterplaintiffs pray for a judgment, order and
decree against the City as follows:

A. That the City of Chicago be restrained and enjoined,
both temporarily and permanently, from terminating coverage of
the Fund’s Annuitants and their dependents under the City of
Chicago Annuitant Medical Benefits Plan:

B. That this Court retain jurisdiction of this action to
enforce its injunction order;

C. For such other and further relief as this'Court may deen

just and proper together with the 7§€ts of this section.

ﬂﬁ:- ?\A. %4_/

One of the Attgrneys for Plaintiffs

12
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Under penalties as provided by law pursuant to Section 1-109
of the Code of Civil Procedure, the undersigned certifies that
the statements set forth in this instrument are true and correct,
except as to matters therein stated to be on information and
belief and as to such matters the undersigned certifies as
foresaid that he verily believes the same to be true. -

e e eHA

NORMAN S. HOLLAND

JACOBS, BURNS, SUGARMAN & ORLOVE
201 North Wells Street, Suite 1900
Chicago, Illinois 60606

(312) 372-1646

Attorney’s ID No. 01725

-

Pursuant to Section 2-611 of the Illinois Code of Civil
Procedure, the undersigned certifies.thét he has read the above
Countercomplaint For Injunction and other relief; that to the
best of his knowledge, information and belief formed after
reasonable inquiry, it is well grounded in fact and is warranted
by existing law or a good faith argument for the extension,
modification, or reversal of existing law, and that it is not
interposed for any improper purpose, such as to harass or to
cause unnecessary delay or needless increase in cost of
litigaﬁion.

/7(44%# ) Y YL Y

MARTIN J., B RNS

-

\
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ARTICLE XN
SAFETY, HEALTH & WELFARE

Section 12.1 Hospitalization and Medical Coverage, Dental,
Optical, Life Insurance Programs

A. The Employer agrees to make available to eligible em-
ployees and their eligible dependents the hospitalization and medi-
cal program attached hereto as Appendix C, the dental plan at-
tached hereto as Appendix D, and the opticai plan attached hereto
as Appendix E. The definition of eligible employees and eligible
dependents is set forth in each respective program. or plan. The
Employer shall contribute the full cost of eligible employee and
eliglble dependent coverage.

B. The Employer also agrees to make available to the follow-
ing other persons the hospitalization and medical program, the
dental plan, and the optical plan: employees who retire at age 63
(.e., mandatory retirement) and their eligible dependents; widows
and children of employees killed in the line of duty; former employ-
ees on pension disability (both duty and occupational) and their
eligible dependents; widows and_children of deceased employees
who were formerly on pension disability, The Employer will con-
tribute the full cost of coverage for any of the above enumerated
persons who elect coverage under any plan or plans, However,
coverage under a plan for such persons shall terminate when a
person either reaches the age of 85 or ceases to be a dependent
as defined in a pian, whichever occurs first. -

In addition to the foregoing, it is expressly understood that
the coverage herein provided shall be subject to coordination of
benefits on a non-duplicating basis; i.e., if any of the persons
covered herein are also covered by another hospitalization, dental
or optical plan, then said other plan shail be considered the primary
plan and the benefits payable under any plan provided herein shali
be reduced by the amount paid by the other plan, but in no event
shall the coordination of benefits allow for payment of more than
100% of allowable expenses.

C. Employees who retire before the age of 63 (i.e., early re-
tirement) shall be allowed to remain in the hospitalization and med-
ical program until reaching age 65, provided they pay the following
premium costs: ,

(1) From January 1, 1982 to April 1, 1982: a maximum of
$38.26 per month for single coverage and $114.68 for
family coverage if they elect Blue Cross; or a maximum of
$26.00 per month for single coverage and $68.00 per month
for family coverage if they elect Bankers Life.

(2) Beginning April 1, 1982, the hospitalization and medical
premiums shall be frozen for the term of this agreement at
a maximum of $55.00 per month for single coverage;
$110.00 per month for coverage of a family of two (2);
$150ig()1 per month for coverage of a family of more than
two .
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JANUARY 1, 1984 - DECEMBER 31, 1987
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ARTICLE Xl
SAFETY, HEALTH & WELFARE

Section 12.1 Hospitalization and Medical Coverage, Dental, Optical, Life

Insurance Programs

A.  The Employer agrees to make available to eligible e

. m
their eligible dqpendents the “City of Chicago Mgdical Cgr‘gyg?asnaf?)cr‘
Employees, which became effective October, 1984,” and the City dental

each respective program or plan. However, for the Medi

| : , ical Care P!
only, eligible dependents are those dependents who are unmarriediﬁg
less than 25 years of age regardless of an employee’s date of hire.

The Employer shall contribute the full cost of eliqj
el!gible dependent coverage. sligible employee and

B. The Employer also agrees to make available to the following other
persons the hospitalization and medical program, the dental plan, and
the optical plan: widows and children of employees killed in the line
of duty; former employees on pension disability (both duty and occupa-
tional) and their eligible dependents; widows and children of deceas-
ed employees who were formerly on pension disability. The Employer
will contribute the full cost of coverage for any of the above enumerated
persons who elect coverage under any plan or plans. However,
coverage under a plan for such persons shall terminate when a per-
son either reaches the age of 65 or ceases to be a dependent as defin-
ed in a plan, whichever occurs first. :

In addition to the foregoing, it is expressly understood that the coverage
herein provided shall be subject to coordination of benefits on a non-
duplicating basis; i.e., if any of the persons covered herein are also
covered by another hospitalization, dental or optical plan, then said
other plan shall be considered the primary plan and the benefits
payable under any plan provided herein shall be reduced by the amount
paid by the other plan, but in no event shall the coordination of benefits
allow for payment of more than 100% of allowable expenses.

C. Employees who retire pursuant to the pension statute shall be
allowed to participate in the City of Chicago Annuitants Medical Benefit
Plan until reaching age 65, provided they pay the then current con-
tribution rate. The following are the current contribution rates:

1. A maximum of $55.00 per month for single coverage;

2. $110.00 per month for coverage of a family of two (2);

3. $150.00 per month for coverage of a family of more than
two (2). ,
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EXHIBIT 3
Korshak: Laborers Fund’s Counterclaims

Exhibit 3
Korshak: Laborers Fund’s Counterclaims
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STATE OF ILLINOIS )

) SS
COUNTY OF COOK )

IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT - CHANCERY DIVISION

CITY OF CHICAGO, a Municipal
Corporation,

Plaintiff,
vs.
MARSHALL KORSHAK, et al,
Defendants,
THE LABORERS' AND RETIREMENT BOARD

EMPLOYEES' AND BENEFIT FUND OF
CHICAGO, et al,

vvvvvvvvvvvvvvvvvvvvvvv

Counterplaintiffs,
o‘_o' vs.
EETY OF CHICAGO, a Municipal i
Epbrporation,
. Counterdefendant.

VERIFIED COUNTERCLAIM FOR INJUNCTION AND OTHER RELIEF

Counterplaintiffs, THE LABORERS' AND RETIREMENT BOARD
EMPLOYEES' AND BENEFIT FUND OF CHICAGO, ROGER E. McMAHON, RONALD D.
PICUR, CARMEN IACULLO, and CECIL A. PARTEE, IN THEIR CAPACITY AS
THE BOARD MEMBERS OF THE LABORERS' AND RETIREMENT BOARD EMPLOYEES
AND BENEFIT FUND OF CHICAGO, complain. of the Counterdefendant, the

CITY OF CHICAGO, a Municipal Corporation, as follows:

Preliminary

1. Counterplaintiffs, THE LABORERS' AND RETIREMENT BOARD

EMPLOYEES' AND BENEFIT FUND OF CHICAGO (""the Fund") was established

in accordance with Section 11-181 of The Laborers' and Retirement
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Board :Employees' and Benefit Fund of Chicago, I1l. Rev. Stat. Ch.
1084, Sec. 11-181.

2. The Fund maintains its principal place of business in
Chicago, Cook County, Illinis.

3. Counterplaintiffs, ROGER E. McMAHON, RONALD R. PICUR,
CARMEN IACULLO, and CECIL A. PARTEE, are each members of the re-
tirement board of the Fund. |

4. Various retirees and cerfain spounses of deceased city
employees receive a monthly annuity from the Fund and have medical
insurance coverage under the City of Chiago Annuitant Medical Bene-

fits Plan ("the City's Plan").

5. The Fund is engaged, inter alia, in the business of

administering certain annuity and disability insurance programs for
certain retired eﬁployees who are members of the Fund and their de-
pendents.

6. Counterdefendant, the CITY OF CHICAGO ("the City") is
a municipal corporation, organized in accordance with Section 1-1-1
of the Illinois Municipal Code, Ill. Rev. Stat. Ch 24, Sec.1-1-1,.

7. Some or all of the acts complained of herein took place
in Cook County, Illinois.

8. Beginning in and continuously 'since approximately 1964,
many of the Fund's annuitants have participated, with active City of
Chicago employees, in a group medical benefits program sponsored
by the City. That program, since the mid-1970's has been
administered on a self-funded, "claims made" basis. There is no
insurance policy issued by an insurance company to cover claims made
by the annuitants. Rather, when a covered claim is submitted by a

covered individual, whether an active employee or a covered annuitant,

-2- A 124



the City simply reimburses the private carriers which administer
the program as the City's agents, and which pay the claims made by
the covered individuals.

9. Approximately 2,100 of the Funds' annuitants
currently participate in the City-sponsored group medical benefits
program. Those annuitants, togethgr with their spouses and other
dependents who also may be covered by the program, comprise a group
of approximately 3,000 individuals. A true and accurate copy of
the City of Chicago Annuitant Medical. Benefits Plan ("the City's
Plan'), which has been in effect since September 1, 1985, is
attached hereto and incorporated herein as Exhibit A.

10. Since August 16, 1985, there has been in force and

a effect in the State of Illinois, a certain statute known as Section
Egggél-lGO.l of the Laborers' And Retirement Board Employees' Annuity
ggggnd Benefit Fund Act, Ill. Rev. Stat. Ch. 108-1/2, Sec. 11-160.1.
§§§§hat state provides in relevant part:

9504 "Each employee annuitant in receipt of an

- annuity on the effective date of this

Section and each employee who retires on
annuity after the effective date of this
Section, may participate in a group
hospital care plan and a group medical

and surgical plan approved by the Board

if the employee annuitant is age 65 or
over with a least 15 years of service.

The Board, in conformity with its
regulations, shall pay to the organization
underwriting such plan the current

monthly premiums up to the maximum amounts
authorized in the following paragraph

for such coverage.

As of the effective date the Board is
authorized to make payments up to $25
per month for employee annuitants

age 65 years or over with at least

15 years of service. '

If the monthly premium for such coverage
exceeds the $25 per month maximum '
authorization, the difference between
-3 - .
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the required monthly premiums for such

. coverage and such maximum may be deducted
from the employee annuitant's annuity if
the annuitant so elects; otherwise such
coverage shall terminate.

Amounts contributed by the City as
authorized under Section 8-189 for the
benefits set forth in this Section shall
be credited to the reserve for group
hospital care and group medical and
surgical plan benefits and all such
premiums shall be charged to it.

11. Between the mid-1960's and April of 1982, the monthly
rates charged the annuitants by the City for their medical benefits
coverage were periodically increased. Nonetheless, since the mid-1970's,
when the City's Plan became self-funded, the City has been subsidizing
a portion of the costs of the annuitants' medical benefits. "

12, Effective April 1, 1982, the City established the

following monthly rates for the Fund's annuitants' medical benefits

coverage:
Under Age 65 - Single $ 55.00
Under Age 65 - Family 150.00
Medicare Eligible -~ Single 21.00
Medicare Eligible - Two 42.00
One Over 65, One Under Age 65 76.00

13. Notwithstanding the provisions of Section 1-160.1 of
the (Laborers' and Retirement Board Employees' Annuity and Benefit Fund),
and notwithstanding the fact that the actual cost of the coverage has
increased dramatically since 1982, these rates for the Fund's annuitants'
medical benefits coverage have‘remained unchanged to the present date.
Since April of 1982 the City has subsidized the cost of the Fund's
annuitants' medical benefits to the extent that they exceed the rates

established at that time.
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14. Both the Fund and the City have at all times been
aware that the rates in effect since the mid;1970’s were substan-
tially less than the actual costs incurred by the City in paying
the Fund's annuitants' medical claims under the Plan (together
with the costs of administering that Plan). In September of
1984, for example, the City prepared a report titled "City of
Chicago Annuitant Medical Care Benefits" in which it demonstrated
the large disparity between contributions from the Fund, and the
similar funds for other retired City employees, and the actual

costs being incurred by the City. A copy of that report is
attached hereto as Exhibit B, |

g&? 15. The 1984 "City of Chicago Annuitant Medical Care
—'B
5gknefits” report proposed that the rates paid by the annuitants
hO
§§% increased by 100% effective two months later, in November of

1984, and increased by another substantial percentage three months
after that, in January of 1985.

16. Despite this and other periodic "proposals' from
the City that the annuitants' health insurance rates be increased
the Fund was never directed to begin making deductions for "single"
annuitants or to increase the amounts being deducfed from the
annuitants' monthly checks for the cost of their dependents'
health insurance.

17. In mid-October of 1987, the director of the Fund
received a letter from the Corporation Counsel for the City
advising the Fund that from 1980 to the present the City has

paid health care costs for the annuitants of the City's four

- 5 - ;
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pension funds in excess of the contributions made by the funds
towards those costs. A copy of that letter is attached hereto as
Exhibit C. That letter further advised the Fund that the payments
made by the City were not the subject of any appropriation and
were thus illegal and must be repaid. The letter also advised the
Fund that the City had filed a complaint in the Circuit Court of
Cook County,‘naming as defendants the trustees of the four funds,
asking that $59 million be repaid (18.5 million from the retirement
fund), plus interest, and that the funds contract for health benefits
as required by statute. Finally, the Corporation Counsel advised
the Fund that he had directed the City's Benefits Office to cease
making health care payments to pension fund annuitants as soon as
each of the respective pension funds enters contracts for health
insurance but 1n no event no later than January 1, 1988.

18. The complaint referred to in the Corporation Counsel's

OO

ke

N~

%etter was filed on October 19, 1987, and is styled City of Chicago v,

Marshall Korshak et al

+» 87 CH 10134. A True and accurate copy of that

complaint is attached hereto as Exhibit D.

COUNT I - TERM AND CONDITION OF EMPLOYMENT

1.-18. As paragraphs 1 through 18 of this Count I, Counter
plaintiffs reallege and incorporate as though fully set forth herein
paragraphs 1 through 18 of thisg Counter Complaint.

19. Since the mid-1960's the City has paid the full cost

of medical insurance coverage for City employees. Since 1971, the
City has paid the full cost of medical benefits for the active

employees of the City and for their Spouses and dependents.
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20. For the past ten years it has been common knowledge

' Al

among the active City employees that the annuitants pariicipate in

‘the City's Annuitant Medical Benefits Plan and that the City sub-
sidizes a substantial portion of the cost of its annuitants' medical
caré benefits.

21, The active City employees for the past ten years,
relied upon this retirement benefit'in continuing their employment
with the City.

22, The City's inclusion of the énnuitants in its medical
benefits program and its subsidization of a substantial portion of the
cost of its annuitants' medical care benefits thus became a term
anc condition of employment for active employees of the City.

23. The City's announced intention to terminate medical care

b

]

nefits for the Fund's annuitants as of December 31, 1987, is a

81

07 PM

) each of those terms and conditions of these employment contracts

ELECTRONICALLY FILED
H-
8

th the City.

1/13/2016 4:
&

201
PA

24. It would be inequitable and unjust to permit the City
to breach these established terms and conditions of employment.

25; The Fund and its annuitants will suffer substantial
and irreparable harm if the City is not enjoined from terminating
the medical care benefits it has provided to them for the past 20
years. The annuitants will be exposed to the risk of financial
catastrophe if the City is permitted to terminate their medical
benefits'coverage on December 31, 1987.

26. Counterplaintiffs have no adequate remedy at law.

COUNT II -~ IMPLIED CONTRACT

1.-18. As paragraphs 1 through 18 of this Count II, Counter-
plaintiffs reallege and incorporate as though fully set forth herein

paragraphs 1 through 18 of Count I.
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19. The City's actions described above gave rise to an
impliea contract between the Fund, the annuitants and the City under
which the City agreed to subsidize the cost of the annuitants' medical
benefits coverage in excess of the rates established for the medical
benefits coverage effective April 1, 1982.

20. The City's letter to the Fund dated October 19, 1987
and its filing of the complaint deséribed in paragraphsl17 and 18 above
constitute a breach of that implied contract.

21. The Fund and its annuitants will suffer substantial and
irreparable damage if the City is not enjoined from terminating the
implied contract under which it agreed to and has, for more than five
years, subsidized the annuitants' health insurance costs in excess
of the rates effective April 1, 1982. Termination of the contract on
January 1, 1988 would expose the annuitants to the risk of a financial
tastrophe if they incur substantial medical expenses with no

.

surance coverage.

1/13/2016 4:07 PM
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22. It would be inequitable and unjust to permit the City

ELECTRONICALLY FILED

to breach this implied contract.

23. Counterplaintiffs have no adequate remedy at law.

COUNT III - BREACH OF CONTRACT

1.-18. As paragraphs 1 through 18 of this Count III, Counter-
plaintiffs reallege and incorporate as though fully set forth herein
paragraphs 1 through 18 of Count I.

' 19. The City has undertaken to provide medical benefits
coverage to the Fund's annuitants since the mid-1960's and has been
in a contractual relationship with each annuitant who chose to

participate in the City's medical benefits program during this twenty

year period.
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+ 20+ The Fund's annuitants are presently covered’ﬁy the
City's Plan attached hereto as Exhibit A.
21. The City's Plan, which by its terms was effective
September 1, 1985, provides as follows regarding "Termination of
Coverage;"

Coverage for you and your eligible dependents will
terminate the first of the month following

~ the month a deduction is not taken from
your annuity, or

- the month you reach the limiting age for
City-paid benefits, if you have not
arranged for deductions from your annuity
check. . :

In addition, coverage for you and your eligible
dependents will terminate the earliest of

- the date it is determined that you have
knowlingly submitted false bills or bills for
ineligible dependents for reimbursement
under this Plan
- the date the Plan is terminated, or
- the date the Plan is terminated for the
class of Annuitant of which you are a
member,
22. The City's Plan does not itself contain any procedures
or time frame regarding a notice of intent to terminate the Plan.
23. In the absence of an express term, a reasonable notice
period must be implied.
24. The City's letter of October 19, 1987, informing the
Fund that coverage would be terminated no later than December 21,
1987 is not, under the circumstances presented here, a reasonable
period of notice of intent to terminate the Plan.
25. Upon receipt of the City's October, 1987 letter, the

Fund contacted a number of private health insurance companies and

requested quotations as to the cost of coverage for the approximately
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3,000 individuals (theannuitants and their dependents) who are now
covered by the City's Plan.

26. The Fund is awaiting those price quotations.

27. VWhen the Fund has the price quotations and details of
the coverage being offered by the private carriers, it will then have
to determine whether to approve the plan, see I1l. Rev. Stat.

Ch. 108-1/2 Sec. 11-160.1. |

28. This process, involving the solicitation and evaluation
of proposals from various private carriers, negotiating and executing
contracts with one or more of them, and giving the annuitants reason-
able notice of the terms and costs of the new coverage, will not and

cannot be accomplished by the City's announced termination date of

January 1, 1988.

& 29. The City has breached the Plan by failing to give

ks

%ufficient notice of its intent to terminate the Plan.

U]

& 30. It would be inequitable and unjust to permit the City

to terminate the City's Plan on such short notice.

3l. The Fund's annuitants will suffer substantial and
irreparable harm if the City is permitted to terminate the City's
Plan on such short notice. The annuitants will be exposed to the
risk of financial catastrophe if the City is permitted to terminate
coverage effective January 1, 1988,

32. Counterplaintiffs have no adequate remedy at law.

COUNT 1V - EQUITABLE ESTOPPEL

1.- 18. As paragraphs 1 through 18 of this Count IV Counter-
plaintiffs reallege and incorporate as though fully set forth herein

paragraphs 1 through 18 of Count I.

- 10 -
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19. The City has engaged in a continuous pattefn of
affirmative acts over the past ten years by subsidizing a substantial
portion of the cost of the annuitants' medical care benefits. Since
April of 1982, the City has subsidized all costs in excess of the
rates which went into effect at that time.

20. The City's actions have been taken with full knowledge
of the actual amounts expended by it for the annuitants' medical care
benefits.

21. The Fund and its annuitants have reasonably relied on
the City's subsidization of those costs.

22. In reliance on this longstanding practice of the City,
the Fund took no steps until after receipt of the City's letter of
October 19, 1987, to locate a private health insurance carrier to
grovide medical insurance to the Fund's annuitants and the annuitants

ve not planned for the financial burden of having to pay the full

RSGE§gm

st of their own medical insurance.

2013-CH-17450
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23. It would be inequitable and unjust to permit the City
to terminate this practice.

24. If the City is permitted to terminate the annuitants'
medical care benefits on December 31, 1987, the Fund and its
annuitants will suffer substantial and irreparable harm. The
annuitants will be exposed to the risk of a financial catastrophe if
they incur substantial medical expenses with no insurance coverage.

| 25. The City is estopped from terminating this long

standing practice.

26. Counterplaintiffs have no adequate remedy at law.
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. PRAYER FOR RELIEF

WHEREFORE, Counterplaintiffs bray for a judgment, order and
decree against the counterdefendant as follows:

A. That the City of Chicago be restrained and enjoined, béth
temporarily and permanently, from terminating coverage of the Fund's
annuitants under the City of Chicagq Annuitant Medical Benefits Plan.

B. That the City of Chicago be restrained and enjoined from
ceasing its practice of subsidizing the cost of the Fund's annuitants'
medical benefits to the extent that it exceeds the rates which went
into effect in April of 1982,

C. That in the alternative, the City of Chicago be festrained

anc enjoined from terminating coverage of the Fund's annuitants under

a the City of Chicago Annuitant Medical Benefits Plan until the Fund has
Eggagd sufficient time to contract for similar medical benefits coverage
g%iwgth a private insurance carrier.

§§§§ D. That this Court retain jurisdiction of this action to
EsNenforce its injunction order.

1

m

E. TFor such other and further relief as this Court may

deem just and proper together with the costs of this action.

One of the Attorneys for Counterplaintiffs

CERTIFICATION

Under penalties as provided by law pursuant to Section 1-109 of the
Illinois Code of Civil Procedure, the undersigned certifies that the
statements set forth in this instrument are true and correct.

Executive Director
Frederick P. Heiss

William A. Marovitz

Attorneys for Counterplaintiffs
188 West Randolph St., Suite 1226
Chicago, Illinois 60602

726-0504

Attorney's No. 01405 , 1o A 134
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.. Your City of Chicago
Annuitant Medical Benefits Plan

...a brief review of
eligibility, coverages
and how ’r_he Plan works
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IMPORTANT!
READ IMMEDIATELY

'DATED MATERIALS %C/%// A
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' ABOUT THIS BOOKLET

Rl . R ' [T Sl e

This booklet describes the hospital and medi- |
cal expense coverage provided by the City of . :
Chicago Annuitant Medical Benefits Plan, > ;v iz, - .
| You will notice the booklet is-divided into sec- ...

tions that describe the way the City Plan works ) ;

- : . . ) . - AL g o _:.- K ' .
» if you or your covered dependents are‘el- | £;
igible for Medicare, or * - " s L g

[

e if you or your covered dependents are } . :
not eligible for Medicare. SR _ .

Other sections apply to everyone covered by
the City Plan—Medicare eligible and non-Medi-
care eligible.

There are two important things to keep in
mind when reading this material. First, the way
the City Plan pays benefits is based on pre-
mium deductions. You must also be enrolled in
Medicare A & B to pay the lower Annuitant pre-
mium. If you are eligible for Medicare but not
| enrolled, or if you are enrolled but do not submit
Pa claim to Medicare, the City Plan will still pay
Sbenefits as if Medicare were also paying part of
the bills. So, it is important to sign up for Medi-
PDcare when you become eligible, And, submit

our claims to Medicare first.

" Second, it is also important to.understand
that the way the City Plan pays benefits is de-
termined individually—for each person covered
by the plan based on his or her Medicare eligi-
bility. For example, if you are eligible for Medi-
care, the City Plan will coordinate its benefit
payments for your medical expenses with Medi-
care’s payments. But, if your spouse or another
covered dependent is not covered by Medicare,
full benefiis are payable from the City Plan. So,
the Plan may work differently for members of
the same family. Your dependents’ coverage
does not depend on the way the Plan pays ben-
efits for you.

“The “Table of Contents”, which follows, will
give you an idea which sections apply accord-
ing to Medicare eligibility. Sections not specitied
apply to everyone covered by the City of Chi-
cago Annuitant Medical Bénefits Plan. -
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'SCHEDULE OF BENEFITS .
,"' ‘Here's a quick look at the coverage provided by the City of Chicago Annuitant Medical Béneﬁté Isiah.' Not:
" that some benefits are different baged on gither your'or your dependent's Medicare eligibility. =~ """ -

'HOSPITAL BENEFITS

" Inpatient . , C x L .
" If you are eligible for Medicare B e limited to Medicare deductibles and co-payments
S o o ‘ ) See pages 6-8. e
If you are not eligible for Medicare ) e 100% payment of Medically Necessary days, provide
o et ot e syounotify-a Benefit Adviser - ‘
o reduced payment, if Notification, Mandatory Outp.
tir:;t or Mandatory Second Opinion requirement is n
: o« See pages 10-12. . i
~ Outpatient ,

vered ST e B0% paymént of covered expenses
« See page 12. ;
« 100% payment of certain expenses
e See page 18.

For all persons cO

SPECIAL MANDATORY. PROVISIONS: Only If You Are Not Eligible for Medicare

Mandatory Outpatient Surgical Procedures e 32 surgical procedures covered 100% as an outpati
« 50% payment if performed as an inpatient
o See pages 14-15.

¢ 15 surgical procedures covered 100% after you ge
second doctor's opinion

| « 50% payment, if performed without second opinior
« See page 16.

Mandatory Second Opinion

EXPENSES PAID AT 100%

For all persons covered e ceriain expenses aré always covered 100%, suct

outpatient testing and emergency treatment
o See page 18.

MAJOR MEDICAL BENEFITS

For all persons covered . $_1 00 d’eductible
" §v 2. e two $100 deductibles per family

+ 80% payment of next $7,500 of covered expe:
($15,000 for tamily) then 100% of covered expe
- for balance of plan year

o $1,000,000 lifetime max
. Seepage20.

MAIL ORDER PRESCRIPTIONS

For all persons covered o pays all but $3.00 of cost for each covered prescr

« See page 22.
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benefits.:

. This booklet briefly reviews the Plan. Please
- read it carefully. If you have questions, call or visit -
the City Benefits Management Office, 7th Floor, - ~
Kraft Building, 510 N. Peshtigo Court, Chicago, -
- lllinois 60611, (312) 744-0777. R

ELIGIBILITY

You will be eligible for coverage if you are:

* An Annuitant of the City of Chicago. “Annui- |

tant” means a former employee who is re-
ceiving an age and service annuity from
one of four retirement funds,

¢ The spouse’of a deceased Annuitant if you
are receiving spousal annuity payments, or

e A dependent of a deceased Annuitant if
you are receiving annuity payments,

Your eligible dependents are:

¢ Your spouse, unless your spouse is a City
employee eligible to participate in the Medi-
cal Care Plan, or a retired City employee
eligible to participate in this Plan as an
Annuitant

* Your unmarried children under age 25, if
you are retired before January 1, 1986

e Your unmarried children under age 19, if
you are retired on or after January 1, 1986

ANNUITANT MEDICAL BENEFITS PLAN
] eClty of.Chicago Annuitant Medical Benefits . -
“Plan is available to you, an Annuitant of the City,
..whether. or not you are eligible for Medicare

* If you are retired on or after January 1,
1986, your children between the ages of 19

- and 22 who are enrolled in an accredited
..« community college, college or university as
.. & full-time undergraduate student in good
- _standing provided all other eligibility re-

“‘quirements are met.- - -

" - ® Your unmarried children of any age incapa-
ble of self-support due to mental retarda- -
tion or physical handicap and dependent
on you for support and maintenance if sat-

. Isfactory proof of incapacity is received and
all other eligibility requirements are met,

“ Children for whom you have been appointed
legal guardian if other eligibility requirements
are met. :

“Children” include: natural children, stepchildren,
children placed in your home for adoption and
legally adopted children. A child of an eligible An-
nuitant shall not be eligible if a divorce decree or

~other valid judgement imposes upon a person

other than the eligible Annuitant or his/her spouse
the responsibility to provide medical care for such
children.

A dependent of an eligible Annuitant can be
covered by the Plan as a dependent of only one
City employee or Annuitant. If a dependent is also
eligible for coverage as a City employee, or Annui-
tant, he or she will not be eligible as a dependent.
The only dependents you may include on your
coverage are those who would have been eligible
for coverage on the date of retirement of the An-
nuitant. (This requirement is waived for Annuitants
enrolled for coverage prior to January 1, 1986.)
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‘ lf you and your eligible dependents are currently
recelvmg Clty Retiree Health Care Beneflts pro-
vided you're-enroll;'you' will be'covered under the
provisions of this’ revnsed Clty Plan starting Se -

- tember 1, 1985, with one exception. If you or your

D

ELECTRONICALLY FILE

A/13/

covered dependent is hospitalized on September
1, 1985, you will be covered under the old Plan

rules until yoU leave the hospital, provided you re-

enroll and submit documentation. Also, if you' suib-
mitted documeéntation while an actlve City em-

ployee, the requirement to submit proof of depen-
dency is waived.

éEC:enercl Rule for Annuitants and
ﬁendents First Eligible for Annuitant
mehts September 1, 1985 or Later

é‘ﬁur coverage will be effective on the first day of
he month following your enroliment in the Plan.
Remember you must submit a completed enroll-
ment form before coverage will begin.

The effective date of coverage for a dependent

~ who is confined in a hospital on the day coverage

would otherwise be effective will be deferred until
the day following the date the dependent is dis-
charged from the hospital. Coverage for your eligi-
ble dependents will be effective on the first day of
the mpnth following receipt in the Benefits Man-
agement Office of satisfactory proof of depen-
dency (if you are enrolled for benefits at that time).
This requirement is waived if documentation was
submitted for-the dependent while the Annuitant
was an active-City employee.

: .'Iater but prior to agé 65 who elects not to enroll

1t you do not elect to enroll yourself or your de- R

pendents when you are first eligible for benefits as
an Annuitant, you will be required to ‘Submit proof
of good health on a form acceptable to the Bene-
fits Management Office. Coverage will then be ef-

:fectuve on the first day of the. month followmg re-
'celpt ot satlstactory proot of good health." In" the
‘everit you are Uinable o submit satisfactory proof
. of good health, coverage will be denied.

-An Annuitant retiring September 1, 1985 or

on his or her original ret/rement date may do so
without proof of good health'during a 30 day

period beginning with the AnnUItants 65th
b/rthday

TERMINATION OF COVERAGE

Coverage for you and your ehgtble dependents
will’ termlnate the first of the month followmg

e the month a deductlon is not taken from
your annmty, or-

e the month you reach the limiting age for
. City-paid benefits, if you-have not arranged
for deductions from your annuity check.

In addition, coverage for you and your eligible
dependents will terminate the earliest of .

e the date it is determined that you have know-
ingly submitted false bills or bills for ineligi-
ble dependents for reimbursement under
this Plan

¢ the date the Plan is terminated, or

¢ the date the Plan is terminated for the class
of Annuitant of which you are a member.

e mmmeag s = L
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YOU.AND.YOUR DEPENDENTS:
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¥ You fust fill oLt an enrolimer ,
‘also give the City, proof of dependency. Depen-
‘dency may be proved by the following documents:

et =L

YRR

-t Coer? tiem em s ei
3. -

Lit'an enroliment form. You must

e Marriage certificates,

e Birth certificates for all children you claim
© as dependents,

s Divorce decrees If the Annuitant and his/
" her spouse are not the two parents shown
" _~on achilds birth certificate,

‘o Adoption papers for legally adopted

children,

e Court orders if you are obligated to provide
coverage for other children,

* Proof of mental or physical incapacity on a

_form provided annually by Benefits Man-

" agement Office if such incapacity is the
basis for continued eligibility, and

¢ The statement of academic standing for
children enrolled in an accredited commu-
nity college, college or university if enroll-
ment in good academic standing is the basis

- for continued eligibility.

... Additional documentation may be required by
" the Benefits Management Office. - = . . . .
" " All certificates, court orders and divorce de- .
crees must be certified—you cannot send pho-
.~ tocopies. If you supply the City Benefits Manage-

ment Office. with a self-addressed " envelope
including adequate postage along with your en-
roliment documents, 'your documents will be re-

. turned to you.

"~ If you need information about where to get cer-
tified copies or have any difficulty providing proof
of dependency call the City Benefits Management

Office. . ' '

Remember: If you submitted re-ehrollment doc-
umentation while an active City employee, the
requirement to submit documentation at this
time is waived.
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T GETTING. COVERAGE FOR

e Marnage certlflcates, S

. » Birth certificates for all children you claim -

. as dependents

.o'“Dlvorce decrees if the Annuitant and his/
*" " "her spouse are not the two parents shown
A "_"m".on a child’s birth certificate,
*. e Adoption papers for legally adopted
children,

‘s Court orders if you are obligated to provide

§ = coverage for other children, |
"3;0; e Proof of mental-or physical incapacity on a
53 . ... form provided annually by Benefits Man-
ho T “agement Office if such incapacity is the
o ~ basis for continued eligibility, and

¢ The statement of academic standing for
children enrolled in an accredited commu-
-nity college, college or university if enroil-
~ment in good academic standing is the basis
+ for continued eligibility.

U""AND YOUR DEPENDENTS“

R mus .
2., also g'ive the City proof of dependency ‘Depéen-
S ‘de ncy may be proved by the followmg documents o

Additlonal documentatton may be reqmred by

' the Benefits Management Office. - -

O S

All certificates, court orders and dlvorce de- o

‘ :’.crees must be certified—you cannot send pho-
" ‘tocopies. If you supply the City Benefits Manage-

ment Office. with a self-addressed” envelope

. including adequate postage along with your en-

rollment documents, your documents will be re-

. tumed to you. .

I you need lnformatlon about wheré to get cer-

- tified copies or have any difficulty providing proof

of dependency call the City Benefits Management
Offlce

Remember: If you submitted ré-enroliment doc-
umentation while an active City employee, the
requirement to submit documentation at this

| time is waived.
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L YOU 'O'R"YOUR'DEPEND“EN'I"S

. ‘How IMedlcclre Part A cmd the ley Plun Work Together . ‘
e A Summcry of What Medlcure Part A and the ley Plan W||| Pay

+ ARE ELIGlBLE FOR MEDlCARE

o-\i"‘?ﬂ'!' -
Al

Remember: Each person, Annuitant or de-
pendent is covered by the Plan based on his
or her own Medicare or non-Medicare |
eligibility. ]
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© HOSPITAL BENEFITS

. "HOW MEDICARE PART A AND -

i _THE CITY PLAN WORK .~
U TOGETHER . o

Dy oen Bt T AL I S S AR

| THE FOLLOWING SECTION APPLIES ONLY
TO THOSE ANNUITANTS OR DEPENDENTS

COVERED BY MEDICARE. IT-DESCRIBES
‘| HOW THE CITY PLAN WILL COVER YOUR

B AR A o ST I R . kS 4", TR
s " |fan Apnuitant or . dependent is éligible for ¢

" - ered hospital expenses. City Plan benefits are lim-'"

| MENTS FOR HOSPITAL BILLS,

. | MEDICARE- DEDUCTIBLES ' AND ~CO-PAY- | -

If you are 85 years old or older and you are re-
ceiving monthly Social Security (or Railroad Re-
tirement) benefits, you are also eligible for hospital
insurance (Part A) benefits at no charge under the

. federal government's Medicare program.

2013-CH-17450
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Medicare, Medicare is the primary payer of all cov- 3

ited to the part of the bills that Medicare does not
pay—the Medicare deductibles and co-payments. "

- " The deductibles and co-payments are the only -

itens that the hospital can bill to you, The hospital
must accept Medicare payment as payment in full
for other eligible expenses.

APPLIES TO MEDICARE ELIGIBLE
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iTOGETH‘ER

] THE FOLLOW}NG SECTION APPLIES ONLY
+| TO THOSE ANNUITANTS OR DEPENDENTS
‘| HOW THE CITY PLAN WILL COVER YOUR

" | MEDICARE DEDUCTIBLES .AND.CO- -PAY-}
| MENTS FOR HOSPITAL BILLS. "

L ee—— , -

VHOSPITAL BENEFITS

HOW MEDICARE PART A AND
THE CITY PLAN WORK ' :

COVERED BY MEDICARE. IT DESCRIBES

If you are 65 years old or older and you are re-
ceiving monthly Social Security (or Railroad Re-
tlrement) benefits, you are also eligible for hospital
insurance (Part A) benefits at no charge under the

. federal government's Medicare program.

—— b — . s - m emte

- If"an;'Ahnuitahi' ora dependent‘is éligibie for

Medicare, Medicare is the primary payer of all cov- :
ered hospital expenses. City Plan benefits are lim- -
ited to the part of the bills that Medicare does not
pay—the Medicare deductibles and co-payments.
The deductibles and co-payments are the only

| . itemns that the hospital can bill to you, The hospital

must accept Medicare payment as payment in full
for other eligible expenses. _

APPLIES TO MEDICARE ELIGIBLE
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| Hospital outpatiént charges for Medicare eligi-

Plan; - . .-

- o s & B e @ ot 4 e i+ Sade b v

'| The ‘amount reimbursed will be coordinated

with the amount paid under Medicare Part B.

The following expenses incurred in the emer-
gency room or outpatient department of a hospital

will be paid in full if services are Medically Nec-

essary:

. Diagnostic x-rays and laboratory tests,

* Tests required before admission to a hos-
pital,

» Chemotherapy, x-rays, radon and radio-
isotope treatments for the treatment of
cancer, :

.| ble annuitants or Medicare eligible dependents |
- | are eligible for reimbursement under the City

: . on page 18 of this bookist. -

HOSPITAL' OUTPATIENT = 1~

. mmaa s

44 e Emergency treatment W
- = - Accidental Ijury, & '

-, ‘e R L -

s
: .

s 72 hours of

" +"a Emergsoy reatment Witk 2¢ hours ¢f
. the onset of a Sudden &N S : '

Y detail
. - These expenses are desorved i MO _

in the emergency

Other expenses incu | be paid at

“room or outpatient departmett wil

80% At , .

~All sant &l ent

All hospital bills for both inpat= *\ﬁ t?;gpgﬂth?s

service are paid under the hcut:s‘ﬂ‘\j ¥ e Tor reim.

_ plan. No hospital chargés$ ane .
bursement under Major Medicst-

" APPLIES TO MEDICARE ELIGIBLE
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. Hospltal Cost ManagemenI—Nohfy Your Benefn Advnser B

.eligibility.

Remember: Each person, Annuitant or de-
pendent is covered under the Plan according
to his or her own Medicare or non-Medicare

- om——————— - e 0
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~ HOSPITAL BENEFITS .
" HOSPITAL COST MANAGE- = =
*"MENT—NOTIFY YOUR BENEFIT'

IR s - by
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" | AND DESCRIBES HOW THE CITY PLAN WILL .
HELP THEM MANAGE THEIR .HOSPITAL ‘
. - b oo ) FROM THE PLAN YOU MUST NOTIFY AN EM- .

THE FOLLOWING SECTION APPLIES ONLY |~

7O THOSE NOT COVERED BY MEDICARE

STAYS.

HOSPITAL BENEFITS
HOSPITAL COST MANAGE-

- MENT—NOTIFY YOUR BENEFIT

ADVISER

An important feature of the City Plan is Hospital
Notification. You should notify an Employee Bene-
fit Adviser at the City Benefits Management Office
within 48 hours after you or an eligible dependent
are hospitalized. The Plan pays different levels of
benefits depending on whether you contact your
Adviser or not. If you do notify an Adviser, you will
be eligible for the full benefits provided by the
Plan. If you do not contact your Adviser, you must
pay the first days' hospital room and board
charges and 20% of all other eligible hospital
charges.

Nolifying your Adviser before you are hospi-

talized can also help you avoid unnecessary hos-
pitalization. As the number of outpatient treatment
facilities grows, and the number of outpatient
treatments expand, the use of inpatient hospital

* facilities will become less necessary. Notifying

your Employee Benefit Adviser prior to hospi-
talization can help you find the best setting for
your medical care, but remember, if you don't no-

‘ tity your Adviser before you are hospitalized, you

S e, e

- ‘must notify yollr ‘Advisér within 48 hours after
. being hospitalized to receive full benefits. ™.

R g d P . .
Poease A . b LR
velle ¥ 4, W Yo . P et

REMEMBER, TO RECEIVE FULL BENEFITS 1

PLOYEE BENEFIT ADVISER IN THE BENE-.
FITS MANAGEMENT OFFICE WHEN YOU OR
AN ELIGIBLE DEPENDENT ARE HOSPI-
TALIZED. THE TELEPHONE NUMBER FOR
THE EMPLOYEE BENEFIT ADVISER IS
+312-744-1571. :

You must contact the Benefits Management Of-
fice within 48 hours of admission to the hospital.
A call to your Benefit Adviser will protect your ben-
efits. Let the Adviser know who is hospitalized, the
name of the hospital, the reason for the hospi-
talization, and the name of the admitting Phy-
sician. '

If you call outside of normal working hours, you
may leave the required information as a recorded
message. An Adviser will return your call the next
business day.

Collect calls will not be accepted.

An Employee Benefit Adviser can meet with you
(or a spouse) or talk to you on the telephone. Your
Adviser will work with you and your personal
Physician.

You must contact an Employee Benefit Advise:
within 48 hours of entering a hospital. This is ver)
important because the plan pays only a portion o.
your cost if you do not contact the Adviser. And
remember, this plan provision applies only if you
are not covered by Medicare.

IMPORTANT: REMEMBER THE PHONE
NUMBER FOR NOTIFICATION IS (312)
744-1571.

APPLIES TO NON-MEDICARE ELIGIBLE

10
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" WHAT THE PLAN COVERS . e Friday and/or Saturday Inpatient hospital
S , ‘ : expenses preceding Monday discharge if
‘ weekend days are not Medlcally Neces-

{ GENERALLY, THE PLAN PAYS DIFFERENT| =~ . %
LEVELS OF BENEFITS, DEPENDING ON ~ o Friday and/or Saturday mpatlent hospital
WHETHER: o - expenses If confinement occurs on a week- -
" o YOU USE THE SERVICES OF AN EM- o ?qré%easréi&veekend days are ol Medically
- PLOYEE BENEFIT ADVISER '
"OR : ~® Any hospital days not Medncally Necessary,
¢ YOU DO NOT USE THE SERVICES OF oo OF
AN EMPLOYEE BENEFIT ADVISER. - e Other expenses not Medlcally Necessary

The Plan pays 50% of eligible charges if you do

Covered inpatient hospital charges include not follow the procedures for the Mandatory Qut-
such items as: unlimited days of semiprivate room -patient Provision or the Mandatory Second Opin-.
and board for each needed confinement, drug on Provision. ' ;
and other necessary expenses. o ] ) |
The Pian pays 100% of covered hospital room, R . o
board and miscellaneous charges if you use the IT IS IMPORTANT TO NOTE THAT EVEN IF '
Dservnces of an Employee Benefit Adviser. YOUR DOCTOR PRESCRIBES, ORDERS,
If you do not use the services of an Employee RECOMMENDS, APPROVES .OR VIEWS
% fit Adviser, you must pay: HOSPITALIZATION OR OTHER HEALTH
EB:-aThe first day’s hospital room and board gﬁffysﬁggégiiéy%ggp g&%ﬁiéi gﬁ,’%
6gigcharges and 20% of all other hospital ISTRATOR WILL NO’T PAY FOR THE HOSPI-
= 2 Owcharges. ' :
§R00 TALIZATION, SERVICES OR SUPPLIES IF IT ,
gﬂ@&n if you call an Adviser, the Plan pays no DECIDES THEY WERE NOT MEDICALLY NEC- i
@neflts for: ESSARY. A COMPLETE DEFINITION OF MED-
m e Inpatient, diagnostic or pre-surgical testing ICALLY NECESSARY APPEARS IN THE “DEP-
not Medically Necessary, : INITIONS SECTIQN, SEE PAGES 29 AND 30.

APPUES TO NON-MEDICARE ELIGIBLE
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HOSPITAL OUTPATIENT ‘l',?’,, A .
' CHARGES , Cai e T
.- The following expenses incurred in the emer- Do nAn s TR R .
gency room or outpatlent department ofahospital - - - -7 o ol
.+ will-be .paid in full if serwces are Medloally ' S T i i e
.+ Necessary: i e MR LT e e
v . » Diagnostic x-rays and laboratory tests, ' ’ T N

e Tests required before admrssron to a e R
- hospital,. - .~ TR ' P

e Chemotherapy, x-rays, radon and radio-
isotope treatments for the treatment of
_ cancer, . .

e Emergency treatment within 72 hdlirs of
Accidental Injury, and '

» Emergency treatment within 24 hours of
‘the onset of a Sudden and Serious Illness

These expenses are descrlbed ln more detall
on page 18 of this booklet ‘

- Other’ expenses incurred in, ‘the emergency. o e
room’ or outpatlent department will be paid at : '
80%. .

All hospltal bilis fof both rnpatlent and outpatlent
services are paid under the hospital portion of this
plan. No hospital bills are eligible for relm-
bursement under Major Medlcal '
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SPECIAL MANDATORY
- PLAN PROVISIONS

0 IF.YOU OR YOUR DEPENDENTS -
- ARE NOT ELIGIBLE FOR® MEDICARE

e Mdh‘dqior'y'Oufpﬁﬁvgni Surgery
- Mandatory Second Opinion
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MANDATORY
OUTPATIENT
SURGERY

AND NON-MEDICARE DEPENDENTS: MAN-
DATORY OUTPATIENT SURGERY AND MAN-
DATORY SECOND OPINION.

Certain surgical procedures done on an outpa-

tient basis will be covered 100% by the City Plan. .

If you and your Physician feel that for medical rea-
sons inpatient care is necessary for a Mandatory
Outpatient Procedure, your Benefit Adviser will
provide you with a waiver request form. The form
must be completed by your Physician and for-
warded with your claim forms.

Completion of the form does not guarantee that
a waiver will be granted. If, in the opinion of our
claims administrator, inpatient care was not Medi-
cally Necessary, you will be responsible for 50% of
the hospital bill and Physician's covered charges.

THE FOLLOWING DESCRIBES TWO PROVI- .| ..
SIONS FOR NON-MEDICARE ANNUITANTS |- -*

~ Itis important to understand these Plan provi-’

. sions to ensure that you receive the most appro-
. priate care and treatment and the most appropri-
" ate benefit payment. ‘

Call your Benefits Management Office; a Bene-
fit Adviser can answer any questions you may

... have about the Mandatory Outpatient Provision.

The list of surgical procedures that must be

. done on an outpatient basis to be covered 100%

by the City Plan follows. If any of these Mandatory

Outpatient Procedures are performed as an inpa--

tient, you will be responsible for 50% of the rea-
sonable and customary charges for the hospital
and Physician.

IMPORTANT: REMEMBER THE PHONE
NUMBER TO TALK WITH A BENEFIT AD-
VISER ABOUT MANDATORY OUTPATIENT

SURGERY IS (312) 744-1571. .

APPLIES TO NON-MEDICARE ELICIBLE
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LIST OF MANDATORY -
OUTPATIENT SURGICAL
+ROCEDURES

1 Abdomlnal Paracentes:s
(thhdrawal of fluid from abdomen)

- Arthrography/Arthroscopy S .f.
t 3 Augmentatlon Mammoplasty )
4. Bumonectomy

S?Carpal Tunnel Release

6. Cataract ' _

7. Circumcision (other than newborn)

8. Dilatation And Curettage D& C)

9. Dorsal Slit

10. Extraocular Muscle Repair

*11. Excisions:
Baker's Cyst
Exostosis
Pterygium

-~

ye Muscle Recession and/or Resection

ofR$1

astroscopy

ammertoes with Tenostomy & Resection of
one

o EE 8y
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Herniorrhaphy and/or Hydrocelectomy
Mammoplasty

l\?ieatotomy

. Myringotomny

. Nasal Polypectomy

. Nose, Closed Reduction

. Orchiectemy

. Orchiopexy (child to age 14)

_l_l_L_:
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23 Dnagnostic Testlng which requires the indi-

"vidual to sign a surglcal permxt or release for
example: .
Biopsy (i.e., Breast Prostate Muscle,
Lung, Skm etc.) :
Bronchoscopy
Cystocopy
Culdoscopy
Laparoscopy
Laryngoscopy
Otoscopy :
Proctosigmoidoscopy
Sigmoidoscopy

24. Phalangectomy (amputation of fingers/toes)
25. Removal of Hardware (pinnings) -

26. Revision of Amputated Digit

27. Skin Graft | -

*28. Submucous Resection/Septoplasty

*29. Tonsillectomy and/or. Adenoidectomy
30. Tenotomy of Hand or Foot

31. Thoracentesis |

© 32. Varicocelectomy

*Second opinion must be obtained before these procedures
will be approved for payment See the Mandatory Second
Opinion Provision.:

Call the Benefits Management Office and
speak with a Benefit Adviser if you are planning to

have any of these surgical procedures, or if you -

have any questions concerning the Mandatory
Outpatient Surgery provision.

Note that some Mandatory Outpatient Surgery
Procedures are marked with an asterisk (*). These
procedures also require a second doctor’s opinion
before they are eligible for 100% coverage under
the City Plan, as explained in the next section.

- APPLIES TO NON-MEDICARE ELIGIBLE

- ———e et S————
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. MANDATORY SECOND

“The following surgical procedures require a sec-

_.ond doctor's opinion before they are eligible for

.. 100% hospital coverage under the City Plan.- -
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1.7 o Gall Bladder Surgery [ .

" s Hernia Repairs _ -
¢ Joint Surgery
e Hysterectomy
Nose Surgery
Back Surgery
Breaét S‘urgery

Heart Surgery, including Pacemaker
Insertion

Cataract Surgery
FootSurgery

Dilatation & Curettage (D&C)
e Prostate Surgery

 Hemorrhoid Surgery
e Varicose Vein Surgery
« Tonsillectomy and/or Adenoidectomy

To get a second doctor's opinion, call the Bene-
fits Management Office and speak with a Benefit

- Adviser. The Benefit Adviser will provide you with

the names of qualified Physicians in your area
who will give you a second opinion. The Benefit
Adviser will also provide you with a special form to

. take to the second opinion doctor’s office. The

R

second opinion will be paid at 100% if arranged-
through the Benefit Adviser. A second opinion
not arranged through the Benefit Adviser does
not fulfill the Mandatory Second Opinion Pro-
vision requirement! If a procedure on the man-
datory list is performed without a second opinion,

* the City Plan will pay only 50% of the charges for

the hospital and physician.

When facing a decision as important as surgery,
it is helpful to have as much information as possi-
ble 1o help you decide whether surgery is the right
treatment for your problem. Many times a second
opinion can show you a non-surgical method of
treatment, or, it can prove to you that surgery is the
only solution. Either way, it is to your best advan-
tage to have as many facts :at hand as possible
when confronted by something as important as a
decision about surgery. '

Your City Plan has been designed to cover a
second doctor’s opinion at 100% for Mandatory
Procedures. Call your Benefit Adviser for more in-

“formation about the Mandatory Second Opinion

Provision.

Remember: To be eligible for 100% coverage,
the second opinion must be arranged through
an Employee Benefit Adviser.

IMPORTANT: REMEMBER THE PHONE
NUMBER TO TALK WITH A BENEFIT AD-
VISER ABOUT A MANDATORY SECOND
OPINION IS (312) 744-1571.

APPLIES TO NON-MED!CARE ELIGIBLE
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EXPENSES PAID AT 100%
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" REGARDLESS OF MEDICARE ELIGIBILITY

(

" FOR YOU OR YOUR DEPENDENTS =+ =

AL <

Remember: This Plan provision covers all eligi-
ble Annuitants and their eligible dependents.
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 EXPENSES PAID AT 100%

- Some expenses are 100% pald regardléss of

“where they &re Incurred. They include:

‘s Diagnostic festing—May be conductedina_ -
doctor’s office, a laboratory, of in the out- . . =

patient department of a hospital. Eligible

" .- fests Include electrocardiograms (ECG),

electroencephalograms (EEG), and upper

and lower gastrointestinal (UG, LG!) ex-

aminations, among others. interpretation

.of these tests will be paid under Major
Medical, .

» Tests roquired before admission to a hospi-
tal—Cortain tests generally required prior
to hospltal admission are paid for when or-
dered by a Physician. They may be con-
ducted in a doctor's office, a laboratory or in
the outpatient department of a hospital. In-
terpretition of these tests will be paid under
Major Medical.

o Home Health Care—Care provided at the

tient's home but only as an alternative to in-
hospital care. Care that is principally
custodial in nature is not eligible for pay-
ment as home health care. To be eligible,
Homw Health Care must be arranged
through an Employee Benefit Adviser.

e Hospice Care—A program of care deliv-
ered in the Hospice Unit of a hospital or in
the patient's home, for individuals with ter-
minal diseases and a life expectancy of
less than 6 months. The aim of hospice
care is to provide care to meet the special
needs of the patient and his/her family dur-
ing the final stages of a terminal disease.

18

recommendation of a Physician in the pa-

+» Skilled Nursing Facliity—A legally oper-
. ated institution or part of an Institution -

“which .

", ZLig ufider supérvision of a licensed Physl-
* i cian or Registered Nurse

—provides 24 hour a day skilled nursing

- care on an inpatient basis ‘

—has available at all times the services of a
licensed Physician for necessary medi-
~ cal care and treatment '

—maintains daily medical records on all
-+ patients;

* __does not include any institution or part of '

an institution that is used primarily for ed-
ucational care, custodial care, for the
care and treatment of drug addiction or
alcoholism.

e Chemotherapy, x-ray, radon and radio-
isotope treatments for the treatment of
cancer. -

e Emergency treatment within 72 hours’ of
Accidental Injury.

e Emergency treatment within 24 hours of
the onset of a Sudden and Serious lliness.

Note: Home Health Care, Hospice Care and/
or Skilled Nursing Facility arrangements for
Medicare eligible Annuitants or Medicare Eligi-
ble dependents will be coordinated with Medi-

care.
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~ *\AJOR MEDICAL BENEFITS .

.- FOR YOU OR YOUR DEPENDENTS - ' - .
REGARDLESS OF MEDICARE ELIGIBILITY

. . :ﬂo_vg Maior Medical Works
o Maximum Major Medical Benefits

Remember: The Major Medical part of the
Flan covers all eligible Annuitants and their eli-
gible dependents.
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'HOW MAJOR MEDICAL

THE FOLLOWING APPLIES TO ALL PLAN

MEDICAREORNOT. = *"7: '

Major Medical Coverage works on a shared
basis: you and the City Plan pay certain portions
of your non-hospital bills (or, certain portions of
your non-hospital bills not paid by Medicare). It
works this way:

e You pay the first $100 of covered expenses |

each year for you and each of your depen-
dents. This is called the Annual Deduct-
ible. No family must pay more than two de-
ductibles in a Calendar Year {(January 1-
December 31). Expenses incurred in the
last 3 months of a calendar year towards
satisfaction of a deductible may be used to
help satisfy the deductible in the next Cal-
endar Year if the deductible is not satisfied
in the year those expenses aré incurred.

e The City Plan then pays 80% of the next
- $7,500 ($15,000 for a family) in covered
expenses.

If covered expenses go over these limits, Major
Medical coverage then pays 100% of covered ex-
penses above these limits for the rest of the Cal-
endar year (January 1—December 31).

Covered expenses include such items as:

e Doctor and surgeon fees both in and out of
the hospital, ~

e Prescriptions at a local drug store,
» Anesthesia,

on

PARTICIPANTS, WHETHER ELIGIBLE FOR | : -

e Local ambulance service,
"o Rental  of -durable: medical equipment
- 'needed'temporarily,, E

o Private duty nurses who are not family

members,

~» Ambulance services, and
[ ’ i

e Shock treatments.

- Major Medical coverage pays 50% (instead of
80%) of outpatient charges for alcoholism, drug
abuse or psychiatric treatment. If an in-hospital
stay is needed, it is covered under the Hospital

.Coverage.

MAXIMUM MAJOR
MEDICAL BENEFITS

The City Medical Benefits Plan will pay up to
$1,000,000 in eligible expenses for you and each
of your enrolled dependents. This is a lifetime
maximum and applies as long as you continue to
be an eligible Annuitant. Expenses you and your
dependents accumulated toward the major medi-
cal maximum under plans in effect prior to Sep-
tember 1, 1985, as well as expenses incurred dur-
ing all periods of employment with the City will be
included in arriving at the maximum benefit.
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" FOR YOU OR YOUR D
: REGARDLESS OF MEDICARE ELIGIBILITY

\

- RESCRI'PTIQNS-, e

EPENDENTS

Remember: This Plan provision covers all eli-
gible Annuitants and their eligible dependents.
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" "If you or an eligible dependent takes medication Al orders will be filled within one week of the S
~.on a long-term basis (called "maintenance” pre- time the order is recelved. Your prescriptions will =
. scriptions) for the treatment of a chronic condition be mailed to you with Instructions for ordering }
such as high blood pressure, you may find the.. - rrefills.7 = s Somo. o000 g
Mail Order Prescription feature in the,City Plan . - """ )f.you obtain.a prescription through the Mail :

o useful, . : " “YOrder Plan you-cannot submit.a"claim for reim-
Here's how the Mail Order Prescription plan . bursement under the Major Medical part of the *:
works: - - - CiyPlan. ;.. - .-

. 1) Obtain a written prescription from your -
Physician for the maintenance medica-
tions you and/or your dependents use. Be
sure the Physician approves of your use
of the Mail Order plan.to obtain the

IMPORTANT: THE MAIL ORDER PRESCRIP-
TIONS . FEATURE OF THE CITY PLAN
SHOULD NOT BE USED FOR MEDICATIONS .
THAT MUST BE TAKEN IMMEDIATELY.

medications. | CHECK WITH YOUR PHYSICIAN BEFORE
2) Pick up instructions, including an order USING THE CITY PLAN'S MAIL ORDER PRE-
form, in the Benefits Management Office, SCRIPTION BENEFIT. :

or call the Benefits Office and have them
mail the information. 4

a

L

= 3) Complete the order form, enclose the pre-
> £ § o~ scription formalong with a check, money

(e0] .

555 order or credit card number for your
Sty share of the cost. Your cost is $3 for each
zé'gm prescription ordered. For example, if you
oS 5‘% are ordering three prescriptions, you
5S¥ would need to send $9 ($3 X 3 pre-
m scriptions).

m

22
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" SERVICES NOT COVERED

© Services not covered by the City of Chicago
Annuitant Medical Benefits Plan include:

e
~ " not Medically Necessary -
®

24

Inpatient diagnostic or pre-surgical testing

Unnecessary weekend hospital stays

» Hospital days not Medically Necessary
* In-hospital Physician visits for any day for

which the Plan does not make a room and
board payment for a hospital day because
the day was not Medically Necessary

The first day of hospital room and board
charges and 20% of other hospital charges

. if the patient is required to contact an Em-

ployee Benefit Adviser but does not or any
other hospital charges not paid in full under

" Hospitalization Coverage (Non-Medicare

eligible Annuitants and Non-Medicare eligi-
ble dependents only)

Hospital or other charges paid at a reduced

- rate due to failure to follow the progedure

for Mandatory Outpatient or Mandatory
Second Opinion Provisions. (Non-Medi-
care eligible Annuitants and Non-Medicare
eligible dependents only) )

Medical services or supplies covered by or
received from other private or government
plans such as Workers' Compensation, or
from a mutual benefit association, labor
union or a similar group

Charges for failure to keep an appointment
or io file claims in specified time periods
Glasses required as a result of cataract
surgery .

Medical services or supplies for any
custodial care

Routine physical examinations and other
services not necessary for the treatment of
an injury, iliness or mental or nervous
condition

Treatment of bodily injury arising from or in
the course of any employment

Services or supplies for which Annuitant or
eligible dependent is not required to pay

Services provided by a state hospital or

- institution

Any operation on or treatment of the teeth
or supporting tissues of the teeth except (i)
removal of tumors, (ii) treatment of maler-
rupted impacted wisdom teeth, (i) treat-
ment of accidental injury 1o sound natural

. - teeth (including replacement) due to an ac-
. cident while covered under this Plan anc

. -(iv) hospital charges for oral surgery while
. @ registered bed patient if Medically

Necessary = = ,
Medications, services or surgical proce-

“dures considered experimental by gener-

ally accepted medical standards

Treatrqent programs principally for weight
reduction regardless of reason for par-
ticipation in program :

Personal convenience items or special
medical equipment

» Cosmetic surgery—except for congenital

deformities of a dependent child or for con-
ditions due to accidental injuries, scars, tu-
mors or diseases :

Whole blood or blood derivatives, when re-
places (such as donations or blood banks)
Inpatient and outpatient occupational ther-
apy and speech therapy—unless promot-
ing restoration or correction of a physical
impairment as an inpatient only

Services received while in the military ser-
vice of any country

Eyeglasses or contact lenses and exams
for refractive errors of the eye

Hearing aids or exams

Purchase of durable medical equipment

Treatment of injury, iliness or mental or ner-
vous condition occasioned by war, declared
or undeclared, or in connection with inten-
tionally self-inflicted injury or iliness while
sane or insane

Treatment of foot conditions and prescrip-
tions of supportive foot devices such as:
cutting, trimming or paring of corns and cal-
louses, routine foot care, etc

Immunization injections

Registered clinical social workers unless
care is ordered or prescribed by a Physi-
cian and then only for treatment of a mental
or nervous condition and payable under the

~ psychiatric provisions of the plan
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. There are four easy rules to
-have a medical claim for you or a dependent.

.~ bills to Medicare first.

prry

CLAIMS

PROCESSING

remember if you
1) If you are eligible for Medicare, submit the
2) If expenses appear.on a hospital bill, the
“bill will be sent to Blue Cross for payment.
Normally the hospital will bill Blue Cross
- directly. If you are not eligible for Medicare,
and you receive a bill, send the bill to Blue
Cross for processing. If eligible for Medi-
care, the hospital will bill Medicare. After
Medicare pays, send a completed claim
form, the bill and a copy of what Medicare
has paid to Blue Cross. The City's contract
number with Blue Cross is 16600.

3) All other eligible medical expenses should
be sent to Bankers Life & Casualty for pro-
cessing. Complete a claim form and send
the bill and claim form to Bankers for pro-
cessing. If eligible for Medicare, submit
the bill io Medicare first, then, after Medi-
Care pays, submit a complete claim form,
the bill and a copy of what Medicare has
paid to Bankers Life. The City's contract
number with Bankers is 421-1,

4) Always include your full name and Social
Security Number with all claims.

Upon enrollment, a supply of claim forms will be
sent to you for your use. You can also pick up
forms in the Benefits Management Office.

- BENEFITS .

-

COORDINATION OF

e L L i .~
RTT I AT ST

If you or an eligible dependent are covered un-.
der this plan and any other plan, the benefits oth-
erwise payable under this Plan may be reduced S0
that benefits payable under this Plan and all other,
plans will not exceed the total amount of allowable:

- expenses. Plans that will be combined for this pur-

pose include: . . :

(a) any group or blanket insurance plan or
any other plan covering individuals or
members as a group;

(b) any group hospital or medical service pre-
payment plan; and '

(c) any coverage under government programs
(including Medicare) or any coverage re-
quired by statute, ihcluding any motor
vehicle no-fault coverage required by
statute. ‘

Plans such as individual Medicare supplement
policies will not be combined.

Benefits payable under this plan may also be
reduced by the amount of any payments you re-
ceive as the result of legal action or settlement.

IF YOU ARE PAYING THE CITY PLAN CON-
TRIBUTION RATE FOR ANNUITANTS ELIGI-
BLE FOR MEDICARE PART A AND B, PAY-
MENT WILL BE COORDINATED AS THOUGH
A MEDICARE PAYMENT HAD BEEN MADE
EVEN IF YOU ARE NOT ENROLLED FOR
MEDICARE OR DO NOT SUBMIT YOUR BILLS
TO MEDICARE.

IMPORTANT: DO NOT SEND YOUR BILLS
OR CLAIMS TO THE BENEFITS MANAGE-
MENT OFFICE. THAT WILL ONLY DELAY
PROCESSING AS THE BENEFITS MANAGE-
MENT OFFICE WILL RETURN THE CLAIM TO
YOU WITH INSTRUCTIONS FOR CORRECT

PROCESSING.
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HOW 'YOU CAN
'HELP CONTROL THE
COST OF OUR PLAN

"The City of Chicago Annuitant Medical Benefits
Plan has been designed to control costs by en-
couraging out-of-hospital care when it is possible

- and—most important—when it is safe for a pa- .
~ tient to receive care outside .a hospital or in

the outpatient department of a hospital. The Em-
ployee Benefit Adviser will help you understand
these options so you can discuss them with your
personal Physician. If you or a dependent will be
hospitalized, your Adviser will stay in touch during
the hospitalization and make it easier for you to
leave the hospital a day or two €arly if your physi-
cian approves an early d:scharge By understand-
ing and using Plan Qrovnsaons wisely and talking
to an Employee Benefit Adviser when you have
questions, you can help control the cost of the City
of Chicago Annuitant Medical Benefits Plan.

Become a wise consumer of medical care for
you and your dependents. Discuss medical care
and your alternatives with your Physician. Ask
questions if you don't understand. Your Physician
manages your health care and you can help by
being sure your Physician understands the way
the City Plan works.

KN
(&%,

Another |mportant way you can help control the

- cost of our Plan is to carefully review your bl"S

from hospitals, physicians and other medical pro-:;
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- viders. If you find an error on a bill and get the bill .

corrected you will receive a portion of the money

you save the Plan. Just bring the original bill and %

the corrected bill to the Benefits Management Of-

fice. You will receive a check for 25% of the money ..

you save the Plan if the money recovered by the -

City is at least $10. Payment for an error resulting

from the misplacement of a decnmal shall be lim-

ited to $250.

If you believe an Annuitant is presentmg bills for

services that have not been received or for a de-
pendent who is not e!igible, please notify the Ben-
efits Management Office in writing. You will re-
ceive 25% of all funds actually recovered by the
City.
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' DEFINITIONS

k. These important definitions may help you un-
- derstand the City plan better— -

- ACCIDENTAL INJURY—Injury necessitating

" .that emergency services be rendered by a Ii-

.censed Physician, . ... -

... CHEMOTHERAPY/RADIATION- THERAPY—
- Generally accepted cancer treatment. '
.-~ CUSTODIAL CARE-—Care provided at a nurs-

+ing facility or at home when the patient's condition
* s stich that further progress is not expected and
““no medical treatment is being provided. -

EMPLOYEE BENEFIT ADVISER—An Em-

ployee Benefit Adviser works in the Benefits Man-

~agement Office. An Adviser will help you under-

stand your options when you or a family member

~ Wil be hospitalized and work with your Physician

so that you may be able to return home from the
_hospital-more quickly.

EMERGENCY HOSPITAL CONFINEMENT—
Any hospital inpatient admission for which a pa-
tient has 24 hours or less advance notice.

Q MAINTENANCE OR MAIL ORDER PRE-

—SCRIPTIONS—Prescribed medications used on

L& eontinual basis for the treafment of chronic

EI@% conditions.

< SWEDICALLY NECESSARY—A specific medi-
elth care or hospital service that is required,
reasonable medical judgement of the Plan,

TRONIC

{DSymptom or condition and that the service or care

mprovided is the most economical care or service
which can safely be provided. See page 30 for ex-
amples of health care services that'may not be
considered Medically Necessary.

treatment or management of a medical °

' PHYSICIAN—A legally qualified practitioner of
lt_he healing arts acting within the scope of his/her
icense. ' -

condition which would result in jeopardy to the pa-
tients life or cause serious harm to the patient's

" health if not treated immediately. - . S

- - NOTIFICATION—AnN Annuitant or eligible de- . -« -
- pendent contacts an Employee Benefit Adviser - -

within 48 hours of admission to a hospital. Notifi-* ..

- cation must occur to receive full plan benefits.

(NON-MEDICARE ELIGIBLE ONLY) i
MANDATORY OUTPATIENT SURGERY PRO-
VISION—A plan provision requiring certain sur-

_ gical procedures to be performed in an outpatient
setting rather than as an inpatient. (NON-MEDI- ™

CARE ELIGIBLE ONLY)
MANDATORY SECOND OPINION PROVI-

SION—A plan provision requiring certain surgical - . *%

procedures to have a second opinion before a de-

~ cision whether or not to have surgery is made.

(NON-MEDICARE ELIGIBLE ONLY) -

-.. SUDDEN AND SERIOUS ILLNESS-~Anycon- : -
. dition or symptom which becomes so acute in
- nature and which Is of such severity that it does, in* -
, fact, -constitute an extremely -hazardous medical

- - A.‘, T
R LRIt
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DETERMINING WHAT

IS “MEDICALLY L
'NECESSARY” - =i

-*." Your City Plan does not-pay for the cost of hos-
- pitalization or any other health care services and
~supplies that our.claims administrator in its rea-
~-sonable judgement decides were not Medically
- Necessary as explained below. . @ “aue

*+ ‘Hospitalization is.not Medically Necessary

when, in the reasonable medical judgement of our
claims. administrator, the medical services pro-
.vided' did.not require an acute hospital inpatient
(overnight) setting, but could have been provided
in a Physician's office, the outpatient department
of a hospital or some other setting without ad-
versely affecting the patient's condition. .. -

. Examples of hospitalization and other health

| care services and supplies that are not Medically

Necessary include: -

.~ * Hospital admissions for or consisting pri-
- ... marily of observation and/or evaluation that
could have beer provided safely and ade-
quately in some other setting, e.g., a Physi-
cian's office or hospital outpatient depart-
ment,

* Hospital admissions primarily for diag-
nostic studies (x-ray, laboratory and patho-
logical services and diagnostic tests) which
could have been provided safely and ade-
quately in some other setting, e.g., hospital
outpatient department or Physician’s office.

» Continued inpatient hospital care, when the
patient's medical symptoms and condition
no longer require a continued stay in a
hospital.

* Hospitalization or admission to a Skilled
Nursing Facility, nursing home or other fa-
cility for the primary purposes of providing
.custodial care, convalescent care, rest

. cures or domiciliary care to the patient,

» Hospitalization or admission to a Skilled
Nursing Facility for the convenience of the
patient or doctor or because care in the
home is not available or is unsuitable.

30

" . e The use of skilled or private nurses to as- -

.- sistin daily living activities, routine support-
‘ive care or to provide services for the con-
venience of the patient and/or his family -

C.members. c© o T o

-.Remember that olr claims administrator makes

the decision whether hospitalization or other

health care services or supplies are not Medically

Necessary, and therefore are not eligible for pay-

ment under the terms.of your contract. in most in-

stances, this decision is made by our claims ad-

‘ministrator after you have been hospitalized or
‘have received other health care services or sup-

| MEDICALLY NECESSARY.

plies, and after a claim for payment has been
submitted. '

The fact that your doctor may prescribe, order,
recommend, approve or view:hospitalization or
other health care services and supplies as Medi-
cally Necessary does not make the hospitaliza-
tion, services or supplies Medically Necessary
and does not mean that our claim administrator
will pay the cost of the hospitalization services or
supplies. - - :

REMEMBER, EVEN IF YOUR DOCTOR PRE-
SCRIBES, ORDERS, RECOMMENDS, AP-
PROVES OR VIEWS HOSPITALIZATION OR
OTHER HEALTH CARE SERVICES AND SUP-
PLIES AS MEDICALLY NECESSARY, OUR
CLAIMS ADMINISTRATOR WILL NOT PAY
FOR THE HOSPITALIZATION, SERVICES OR
SUPPLIES IF IT DECIDES THEY WERE NOT
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APPEAL PROCEDURES

'Y lfthe Benefits Manager or his/her designee de-

‘termines that an Annuitant and/or his/her depen-

dents are ineligible to participate in the Plan, or
“that a claim is not covered, the Benefits Manager

or his/her designee shall notify the Annuitant.
_Notice will be given in writing within 5 business
" days after the denial of eligibility or denial of a
claim and will include the reason for denial and a
* statement of the Annuitant's right to appeal the de-
nial to the Benefits Gommittee. .
if an Annuitant disagrees with the Benefits Man-
. ager's denial of eligibility of the Annuitant and/or
his/her dependents, or denial of a claim submitted
by the Annuitant, the Annuitant may appeal such
denial to the Benefits Committee. The appeal
- rnust be in writing and addressed to the Benefits
- Committee (c/o Benefits Management Office, 510
N. Peshtigs Court, Chicago, IL 80611). It must be
delivered or postmarked no later than 10 calendar
days after the notice of the denial. The appeal
sgpuld include a brief statement of the reason the
~ Apnuitant believes the denial is wrong.
: iﬁéa‘eneﬁts Committee will notify the Annui-

tantot s decision on the appeal within 60 calen-
¢ Siayg after receipt of the appeal. '
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IF YOU NEED MORE
INFORMATION

This booklet contains an overview of the City of
Chicago Annuitant Medical Benefits Plan. The
services described in the booklet illustrate the way
the plan works. You may review a copy of the de-
tailed plan document in the Benefits Management
Office during normal work hours or in the Munici-
pal Reference Library of the City of Chicago.

If you need more information call the Benefits
Management Office, (312) 744-0777.
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CITY OF CHICAGO
ANNUITANT MEDICAL CARE BENEFITS

_ September 10, 1984

EXHIBIT__aazs:
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DISCUSSION TOPICS

0 Cost of Annuitant Medical Benefits

0 What Must be Done to Manage

0 How Retirement Funds and Cit
Manage Costs

Costs in the Future

y of Chicago can Work Together to
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COST OF ANNUITANT MEDICAL BENEFITS

HISTORIC

RETIREE KEDICAL CARE COSTS
CITY OF CHICAGO

$5.0m
4.50

4.0m

3.5m

3.0m

2.5m

2,0n 2 .
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1980 1981 1882 1983 1984 1965

So0lid 1line represents claims paic
7ius administrative expenses for
retirees based on Barkers ard Blu
Cross statistics,

Dotted line represents payments ¢
retirement boards,
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COST OF ANNUITANT MEDICAL BENEFITS

PROJECTED

RETIREE MEDICAL CARE COSTS
CITY OF CHICAGO

$5.0m
4.5
Solid line represents clairms
4.0m Fius administrative expenses
retirees based on Bankers and
Cross statistics.
3.5m
Dotted line represents paymer
3.0m retirement Loards.
2.5m
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1.5m ’
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Quarter 1 2 3 4 1 2 3 4 1 2 23 4 1 2 3 4 1 2 3 ¢ 1 2 31 1
1980 1981 1982 1983 1984 1985
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WHAT MUST BE DONE

o Double Contribution Rates November 1, 1934

o Revise Structure January 1, 1985 For Effective Management of Future
Benefit Costs
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DOUBLE CONTRIBUTION RATES NOVEMBER 1, 1984

Description

tedicare Retirees

Retiree Only
Retiree & Spouse
One on Medicare/ One Without Medicare

Early Retirees

Retiree Only

Retiree & Spouse

Family

Miscellaneous

2 Medicare, 1 Child

3 Medicare

2 Early Retiree, 1 Medicare

Monthly Cost

01d
Rate

$ 21.00
42.00
76.00

$5.00
110.00
150.00

97.00
63.00
131.00

New
Rate

$ 42.00
84.00
152.00

- 110,00

220.00
300.00

194,00
126.00
262.00

A 180



*

ELECTRONICALLY FILED

1/13/2016 4:07 PM

$5.0m
4.5z

4.0

3.%n

J.0m

2013-CH-17450
PAGE 60 of 81

1.5m
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IMPACT OF INCREASED CONTRIBUTIONS

RETIFLE MEDICAL CARE COSTS
CITY OF CHICAGO

Rl R ————

[ Y

Quarter1 2 3 4 1 2 3 ¢ 1 2 3 ¢ 1 2 3 4§ 1 2

1980 1981

1882 1982

1984

3

Soldd 1ine Tepresents claims paid
Fius administrative expenses for
Tetirees based on Bankers and Blue
Cross siatistics.

Dotted 1ine Terreserg payments fr

retiremeat boards.
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REVISE STRUCTURE JANUARY 1, 1985 FOR EFFECTIVE

MANAGEMENT OF BENEFIT COSTS

o Control Dependent Eligibility -
o Manage In-Hospital Stays
0 Encourage Use of Qut-Patient Facilities

0 Increase Contributions
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CONTROL DEPENDENT ELIGIBILITY

o Re-enroll A1l Current Annuitants
o Require Proof of Dependency
o Obtain Information on Other Coverage for Dependents

o Maintain Computerized Eligibility Records in Benefits
Management Office
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MANAGE IN-HOSPITAL STAYS

0 Pre-notification required for any hospital stay unless patient
has less than 24 hours notice

o Discussions Prior to Hospitalization of Alternatives to Proposed
Treatment Plan

o Follow-up by Benefits Management Office to Facilitate Early Discharge
from Hospital
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ENCUURAGE USE OF OQUTPATIENT FACILITIES

o Plan pays 100% of cost of

- outpatient surgery
- preadmission testing
- diagnostic testing

0 Plan pays less than 100% of cost of inpatient surgery

0 Plan pays nothing for inpatient charges for the following

diagnostic testing
- pre surgery testing

First Friday and Saturday of hospital stay if admitted on
same friday or Saturday

Saturday and Sunday if discharge on Monday

0 “Medical Necessity" tests apply to all confinements

0 “Medical Necessity" decision may reverse any "no payment" situation
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INCREASE CONTRIBUTIONS

Description

Medicare PRetirees

Retiree Only

Retiree & Spouse

One on Medicare/ One Without Medicare

Early Retirees

Retiree Only
PRetiree & Spouse
Family

Miscellaneous

2 Medicare, 1 Child
3 Medicare
2 Early Retiree, 1 Medicare

Current

$ 21.00
42.00
76.00

55.00
110.00
150.00

97.00
63.00
131.00

11/84

$ 42.00
84.00
152.00

110.00
220.00
300.00

194.00
126.00
262.00

1/85 est.

$ 61,00
122.00
221.00

160.00
320.00
435.00

281.00
183.00
380.00
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WHAT REVISIONS MEAN TO RETIKEMENT FUNDS

0 Must reenroll all current annuitants and obtain necessary
documentation and information on other coverage.

0 Must coordinate payments, eligibility 1ists and new enrollees
with City's Benefits Management Office.

0 Must communicate new plan and procedures to annuitants.
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WHAT BENEFITS MANAGEMENT OFFICE WILL DO

o Develop an enrollment package
o Hold annuitant meetings to explain plan and answer questions

o Educate annuitants on alternatives to City Plan
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DEVELOP AN ENROLLMENT PACKAGE

Introductory letter

Enrollment forms and instructions for completion
Highlights of new plan benefits

Comparison of HMO alternatives

Cost comparisons

Rationale for changes

List of common questions and answers

Schedule of annuitant meetings
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0

o

0

o

o

HOLD ANNUITANT MEETINGS

Slide-tape presentation of new plan provisions and how to
use them

Discussion of alternatives to City Plan

Slide-tape presentation explaining what an HMO is and how HMO
coverage differs from City Plan

Presentation of how to use Medicare

Question and answer period
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EDUCATE ANNUITANTS

o Booklet describing plan provisions

o Quarterly newsletter
-lifestyle tips
-alternatives
-how to use plan
-how to use Medicare

o Telephone contact
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City of Chicago
Harold Washington, Mayor

Department of Law

Judson H. Miner
Comporation Counsel

Cis Hall, Room St
121 Nonn |aSalle Street
Chivaro, Hlinons 60602
(H2) T44-6900
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October 19, 1987

Richard J. Jones .
3927 W. 8lst Place
Chicago, Illinois 60629

Re: Lawsuit re annuitants
health benefits

Dear Mr. Jones:

From 1980 to the present, the Cxty of Chicago has
paid health care costs for the annuitants of the City's
four pension funds in excess of the contributions made by
the funds towards those costs. The payments have been
made by the City without any appropriation, and thus they
are illegal and must be repaid. Furthermore, each of the
four funds is under a statutory obligation to contract for
group health insurance for its annuitants. Each fund has-
failed to do so. C e e e e

Enclosed, is a copy of a complaint which the Crty has
today filed in the Circuit Court of Cook County against
the members of the boards of each of the four funds,
asking that: (1) the approximately $59 million dollars
which the City illegally spent on annuitants health
benefits be repaid, with interest, and (2) that the funds
contract for health benefits as required by law.

I have taken this action because of the clear legal
obligation on the part of the City to recover funds spent
illegally, without prior appropriation. In order that
this situation not be further aggravated I have also
directed the City's Benefits office to cease making health
care payments to pension fund annuitants as soon as each
of the respective pension funds contracts for health
insurance, but in no event later than January 1, 1988.
The Clty will continue health care payments during the
interim period so that annuitants health costs are paid
while the boards have time to obtain lawful insurance
coverage. However, the City will also seek return of
payments made in the interim period, as they too will be
made without lawful appropriation. In order to protect
your annuitants I urge you to secure health 1nsurance
coverage for them immediately.

‘As the chief legal officer of the Clty of Chlcago I

TYHIBIT
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am also, by statute, the designated attorney and legal
advisor for each of the four pension boards. In practice,
each of the boards has long employed one or more private
attorneys to handle their legal matters. These attorneys
have always been paid by the boards and have reported
directly to them. Nonetheless, because of the conflicting
financial interests of the boards and the City, I hereby
notify you that I will have no involvement in this matter
as attorney or legal advisor to the boards.

We have not yet placed the complaint for formal .
service. Please notify Assistant Corporation Counsel Amy
Beckett (744-0746) whether you will accept service of
process by this letter and the enclosed complaint, or
whether you would prefer to be served by the Sheriff of
Cook County.

Lastly, it is my sincere hope that we can avoid
costly and unnecessary litigation by a negotiated
resolution of this matter. I would like to meet with each
board to discuss our claims as soon as possible. Please .
have your attorney contact Deputy Corporation Counsel
Matthew J. Piers (744-0438) to schedule a meeting.

Singkrely,

i

/ V[ 7

“4 A"\' - 0M
JUDSON H. MINER
Cqrporation Cougsel

cc: Members and attorneys of Police, Fire,
‘Laborers and Municipal Employees
retirement boards.
Matthew J. Piers
Joel Stein
Amy Beckett
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IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT - CHANCERY DIVISION

(#90909)
CITY OF CHICAGO, a Municipal
Corporation,

Petitioner,

MARSHALL KORSHAK, RUSSELL EWERT,
ODELL HICKS, THOMAS D. ALLISON,
FRED W. SETTLES, CECIL A. PARTEE,
CHESTER JASKOLKA, RONALD R. NORRIS,
and JAMES McDONOUGH, IN THEIR CA- )
PACITY AS THE BOARD MEMBERS OF )
OF THE POLICEMEN'S ANNUITY & BENE- )
FIT FUND FOR CITIES OVER 500,000; )
MICHAEL A. COHEN, NORMAN S. )
HOLLAND, ANN FOLEY, JAMES R. )
CONMEY, WALTER S. KOZUBOWSKI, )
RONALD D. PICUR, RONALD MALONEY, )
and CECIL A. PARTEE, IN THEIR CA- )
PACITY AS THE BOARD MEMBERS OF )
THE FIREMEN'S ANNUITY & BENEFIT )
FUND FOR CITIES OVER 500,000; )
WILLIAM J. McMAHON, RONALD D. )
)
)
)
)
)
)
)
)
)
)
)
)
)
)

)
)
)
)
)

" VS. ) No.
) .
)

)
)
)

PICUR, CECIL A. PARTEE, WAYNE N.
MARSHALL, and EDWARD J. LAIRD, IN
THEIR CAPACITY AS THE BOARD MEMBERS
OF THE MUNICIPAL EMPLOYEES' ANNUI-
TY & BENEFIT FUND FOR CITIES OVER
500,000; ROGER E. McMAHON, RONALD
D. PICUR, CARMEN IACULLO, and
CECIL A. PARTEE, IN THEIR CAPACITY
AS THE BOARD MEMBERS OF THE LABOR-
ERS' & RETIREMENT BOARD EMPLOYEES'
ANNUITY & BENEFIT FUND FOR CITIES
OVER 500,000,

: g
ik

.
<
oy
-
-

8.
’:'J Jl‘l N

L0:4 Hd 61 15049
y

AT
by

Respondents.

COMPLAINT FOR MANDAMUS, RESTITUTION,
AND OTHER RELIEF
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GOUNT I

Preliminary Statement

l. Count i of this action seeks a writ of mandamus to compel
defendants, the board members of the Policemen's Annuity and Bene-
fit Fund for cities over 500,000 ard the board members of the
Firemen's Annuity and Benefit Fund for cities over 500,000 to com-
Ply with their respective statutory obligations to enter into con-
tracts with insurance carriers to provide group health insurance
for their funds' annuitants.

Count.I also seeks a writ of mandamus to comﬁel the board
members 6f the Municipal Emp;oyees' Annuity and Benefit Fund for
cities over 500,000 and the board members of the Laborers' and Re;
tirement Board Employees' Annuity and Pension Fund for cities over
500,000 (Laborers' Board) to comply with their respective statuto-
ry obligations to approve a group hospital care plan and a group
medical and surgical plan for their respective funds' participat-

ing annuitants.

Parties

2. Petitioner, City of Chicago, is a municipal corporation,
organized in accordance with Ill. Rev. état. ch. 24, §1l-1-1.

3. Respondents Marshall Korshak, Russell Ewert, Odell Hicks,
Thomas D. Allison, Fred W. Settles, Cecil A. Partee, Chester
Jaskolka, Ronald R. Norris and James McDonough constitute the re-
tirement board of the Policemen's Annuity and Benefit Fund estab-
lished in accordance with I1l. Rev. Stat. ch. 108-1/2, §5~178 and

-2-
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are responsible for, inter alia, administration of Article 5 of
the Illinocis Pension Code.

4. Respondents Michael A. Cohen, Norman S. Holland, Ann
Foley, James R. Conmey, Walter S. Kozubowski, Ronald Maloney,
Cecil A. Partee, and Ronald D. Picur constitute the retirement
board of the Firemen's Annuity and Benefit Fund (Firemen's Board)
established in accordance with Il1l. Rev. Stat. ch. 10841/2, §6-174
and are responsib;e for, inter alia, administration of Article 6
of the Illinois Pension COde.‘

5. Respondents William J. McMahon, Ronald D. Picur, cecil A.
Partee, Wayne N. Marshall, and Edward J. Laird constitute the re-
tirement board of the Municipal‘ Employees' Annuity and Benefit
Fund (Municipal Board) established‘in accordance with Ill. Rev.
Stat. ch. 108-1/2, §8-192 and are responsible for, inter alia, ad-
ministration of Article 8 of the Illinois Pension Code. |

6. Respondents Roger E. McMahon, Ronald D. Picur, cCarmen
Iacullo and Cecil A. Partee constitute the retirement board of the
Laborers and Retirement Board of the Employees' Annuity and Bene-
fit Fund (Laborers' Board) established in accordance with 1Ill.
Rev. Stat. ch. 108-1/2, §11-181, and are responsible for, inter
alia, administration of Article 11 of the Illinois Pension Code.

7. Respondent board members are sued in their official ca-

pacities as members of their respective retirement boards.

Factual Allegations

8. Section 5-167.5 of the Policemen's Annuity Fund Act,
Il1l. Rev. Stat. ch. 108-1/2 §5-~167.5, and Section 6-~164.2 of.the

-3-
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Firemen's Annuity Fund Act, Ill. Rev. Stat. ch. 108-1/2 §6-164.2
are identical and provide that: 1) "The Board shall contract with
one or more [insur.?nce] carriers to provide group health insurance
for all annuitants; 2) an insurance carrier is defined as "an in-
surance company, or a corporation organized under the Nonprofit
Hospital Service Plan Act, the Medical Service Plan Act .or the
Voluntary Health Services Plan Act, which is authorized to do
group health insurance business in Illinois"; 3) the board shall
pay the premiums for health insurance for each annuitant so that
the basic monthly premium for each annuitant will be contributed:
a) from the City's tax levy on behalf of the fund up to a maximum
of $55.00 per month for annuitants not qualified to receive Medi-
care benefits and $21.00 per month for those who are qualified;
and b) where the basic monthly premium exceeds the maximum to be
contributed by the City on each annuitant's behalf , such éxcess
shall be deducted by the board from the annuitant's monthly annui- .
ty.

9. The statutory.provisions of the Policemen's Annuity Fund
and Fifemen's Annuity Fund concerning group health insurance were
effective as of January 12, 1983.

10. Upon information and belief, from January 1983 to the
present, neither the Policemen's Board nor the Firemen's Board has
contracted with an insurance carrier to provide group health in-
surance for annuitants.

11. Section 8-164.1 of the Municipal Employees' Pension
Statute, Ill. Rev. Stat. ch. 108-1/2, §8-164.1, and section 1ll-

-4-
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160.1 of the Laborers' Pension Statute, Ill. Rev. Stat. ch. 108-
1/2, §11-160.1 are identical aﬁd provide that: 1) each annuitant
who is over 65 years of age and had at least fifteen years. of mu-
nicipal employment may participate in a group hospital care plan
and a group medical and surgical plan (a plan) approved by the
board (emphasis added); 2) the board is authorized to make health
insurance payments from the City's tax levy up to $25.00 per month
per annuitant; and 3) if the monthly premium exceeds the $25.00
statutory authorization: a) the excess may be deducted from the
annuitant's annuity at the annuitant's election, or else b) the
coverage shall terminate. ‘

12, The statutory‘provisions of the Municipal Employees'
Fund and the Laborers' Fund concerning group health insurance were
effective as of July 18, 1985, and August 16, 1985, respectively.

13. Upon information and belief, from July 1985 to the bres-
ent, neither the Municipals Employees' Board nor the Laborers'
Board has approved a plan in which their annuitants may partici-
pate. ‘

14. Until the filing of this complaint, the annuitants of

all four funds receive health insurance through the City, which

is a self-insurer.

Cause of Action
15. Respondents failed to carry out the statutory duties set

forth in paragraphs 8 through 14.
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16. Respondents are without discretion to refuse or other-
wise fail to carry out the statutory duties enumerated in the sec-.
tions of the Pension Code set forth in paragraphs 8 through 14.

17. The City is entitled to the respondents' execution of
their statutory duties as  members of their respective Pension
Boards as a matter of law.

‘'WHEREFORE, the petitioner prays that the Court:

A. Issue a writ of mandamus compelling the Police Board and
Fire Board immediately to enter into contracts with insurance car-
riers to provide health insurance for their annuitants, and com-
pelling the Municipal Employees' Board and Laborers' Board to ap-
prove a plan in which their respective annuitants may participate;

B. Issue a writ of mandamus compelling respondents Poli&e,
Fire, Munlcipal Employees' and Laborers' Boards to pay the excess
monthly health insurance premium above the City's statutory tax
levy contribution with monies deducted from each annuitant's annu-
ity, and further requiring respondents Laborers' and Municipal Em-
ployees' Boards to terminate coverage for all annuitants who elect
coverage and decline to pay the excess premiums out of their annu-

ities.
COUNT IT

elimina Statement
1. In Count II of this action, the City seeks to recover

funds wrongfully expended by the City without a statutorily
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required appropriation on behalf of annuitants of the four funds

from 1980 to the present.

ies
2=6. The City realleges paragraphs 2 through 6 of Count I

and incorporates them by reference.

Factual Allegations

7. From 1980 through the present, the City has paid the
health insurance coverage for annuitants of the Policemen's, Fire-
men's, Municipal Employees' and, Laborers;~ Annuity and Pension
Funds and their dependents by allowing these annuitants and their
dependents to use the City's own Health Care Plan.

8. The City is a self-insurer of its Health Care Plan.

9. The excess costs for health insurance paid by the cCity on
behalf of annuitants of the four funds for the period 1980 through
June 1987 are: Policemen's Fund - $27 million; Firemen's Fund-
$9.3 million; Municipal Employees' Fund - $18.5 million; and La-
borers' Fund - $4.0 million, for a total of $58.8 million. (All
figures rounded to the nearest one hundred thousand dollars.)

10. The City has, from 1980 through June 1987, provided ap-
proximately $58.8 million on behalf of the pension funds for their
annuitants over and above the premiums paid by those funds for the
annuitants' health insurance costs.

11. The City spent this money for the funds and for the
benefit of their annuitants and dependents from 1980 through June

1987 without an appropriation by the corporate authority as
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required by ch. 24, section 8-1-1, of the Illinois Revised Stat-

utes, and as required by the yearly Appropriation Ordinances of
the City.

Cause of Action
12. The City has wronéfully expended public funds for the

benefit of the four pension funds without statutory authority to
do so. |

13. The City is entitled to recover these funds.

WHEREFORE, the City prays for judgment as follows:

A. Ordering all four Boards to make restitution to the City
in the full amount of the subsidies provided their respective
funds from 1980 through 1987, plus interest and costs.

JUDSON H. MINER

Corporation Counsel
City of Chicago

By:

MATTHEW J. PIERS
Deputy Corporation Counsel

DATED: October 19, 1987

MATTHEW J. PIERS

Deputy Corporation Counsel
312/744~0458 ‘

JOEL D. STEIN

Chief Assistant Corporation Counsel
312/744-9018

AMY L. BECKETT

Assistant Corporation Counsel
Affirmative Litigation Division
312/744-0746

180 North LaSalle Street

Room 704

Chicago IL 60601
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Attorney No. 23414

IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT, CHANCERY DIVISION

THE CITY OF CHICAGO, a municipal
corporation,

)
)
)
Plaintiff- )
Counterdefendant, ;
VS, ; No. 87 CH 10134
MARSHALL KORSHAK, RUSSELL EWERT, )
ODELL HICKS, THOMAS D. ALLISON, )
FRED W. SETTLES, CECIL A. PARTEE, )
CHESTER JASKOLKA, RONALD R. NORRIS )
and JAMES McDONOUGH, IN THEIR )
CAPACITY AS THE BOARD MEMBERS OF THE )
POLICEMEN'S ANNUITY & BENEFIT FUND )
FOR CITIES OVER 500,000; MICHAEL A. )
COHEN, NORMAN S. HOLLAND, ANN FOLEY, )
JAMES R. CONMEY, WALTER S. KOZUBOWSKI, )
RONALD D. PICUR, RONALD MALONEY, and )
CECIL A. PARTEE, IN THEIR CAPACITY AS )
THE BOARD MEMBERS OF THE FIREMEN'S )
ANNUITY & BENEFIT FUND FOR CITIES OVER )
500,000; WILLIAM J. McMAHON, RONALD )
D. PICUR, CECIL A. PARTEE, WAYNE N. )
MARSHALL, and EDWARD J. LAIRD, IN THEIR )
CAPACITY AS THE BOARD MEMBERS OF THE )
MUNICIPAL EMPLOYEES' ANNUITY & BENEFIT )
FUND FOR CITIES OVER 500,000; ROGER )
E. McMAHON, RONALD D. PICUR, CARMEN )
IACULLO, and CECIL A. PARTEE, IN )
THEIR CAPACITY AS THE BOARD MEMBERS )
OF THE LABORERS' & RETIREMENT BOARD )
EMPLOYEES' ANNUITY & BENEFIT FUND FOR )
CITIES OVER 500,000, )
)
)
)

Defendant-
Counterplaintiffs.

VERIFIED COUNTERCLAIM FOR INJUNCTION AND OTHER RELIEF

Defendants-counterplaintiffs, MARSHALL KORSHAK, RUSSELL EWERT, ODELL
HICKS, THOMAS D. ALLISON, FRED W. SETTLES, CECIL A. PARTEE, CHESTER JASKOLKA,
RONALD R. NORRIS and JAMES McDONOUGH, IN THEIR CAPACITY AS THE BOARD MEMBERS
OF THE POLICEMEN'S ANNUITY & BENEFIT FUND FOR CITIES OVER 500,000, complain
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of the plaintiff-counterdefendant, the CITY OF CHICAGO, a municipal
corporation, as follows:
Preliminary

1. The POLICEMEN'S ANNUITY & BENEFIT FUND OF THE CITY OF CHICAGO
("the Fund") was established in accordance with Section 5-178 of the
Policemen's Annuity Fund Act, I11, Rev. Stat. ch. 108-1/2, 4 5-178. The Fund
maintains its principal place of business in Chicago, Cook County, Illinois.

2. Counterplaintiffs Marshall Korshak, Russell Ewert, Odell Hicks,
Thomas D. Allison, Fred W. Settles, Cecil A. Partee, Chester Jasko]ka, Ronald
R. Norris and James McDonough are each Members of the retirement board of the
Fund.

3. The Fund is engaged, inter alia, in the business of

administering certain annuity and disability insurance programs for retired
enployees of the City of Chicago's Police Department and their dependents.

4. Counterdefendant the CITY OF CHICAGO ("the City") is a municipal
corporation, organized in accordance with Section 1-1-1 of the I1linois
Municipal Code, I11. Rev. Stat. ch, 24, § 1-1-1.

5. Some or all of the acts complained of herein took place in Cook
County, Illinois.

6. Beginning in and continuously since approximately 1964, many of
the Fund's annuitants have participated, with active City of Chicago
employees, in a group medical benefits program sponsored by the City, That
program, since the mid-1970's, has been administered on a self-funded,

“claims made" basis. There is no insurance policy issued by an insurance
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company to cover claims made by the annuitants. Rather, when a covered claim
is submitted by a covered individual, whether an active employee or a covered
annuitant, the City simply reimburses the private carriers which administer
the program as the City's agents, and which pay the claims made by the
covered individuals.

7. Approximately 5,200 of the Fund's annuitants currently
participate in the City-sponsored group medical benefits program. Those
annuitants, together with their spouses and other dépendents who also may be
covered by the program, comprise a group of approximately 10,000
individuals. A true and accurate copy of the City of Chicago Annuitant
Medical Benefits Plan ("the City's Plan"), which has been in effect since
September 1, 1985, is attached hereto and incorporated herein as Exhibit A.

8. Since January 12, 1983, there has been in force and effect in
the State of Illinois, a certain statute known as Section 5-167.5 of the
Policemen's Annuity Fund Act, I11. Rev. Stat. ch. 108-1/2, { 5-167.5. That
statute provides, in relevant part:

* * *

(b) The Board shall contract with one or more carriers to provide
group health insurance for all annuitants.

* * *

(d) The Board shall pay the premiums for such health insurance for
each annuitant with funds provided as follows:

The basic monthly premium for each annuitant shall be contributed by
the city from the tax levy prescribed in Section 5-168, up to a
maximum of $55 per month if the annuitant is not qualified to
receive medicare benefits, or up to a maximum of $21 per month if
the annuitant is qualified to receive medicare benefits.
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If the basic monthly premium exceeds the maximum amount to be
contributed by the city on his behalf, such excess shall be deducted
by the Board from the annuitant's monthly annuity, unless the
annuitant elects to terminate his coverage under this Section, which
he may do at any time,

9. Between the mid-1960's and Apri] of 1982, the monthly rates
charged the annuitants by the City for their medical benefits coverage were
periodically increased. Nonetheless, since the mid-1970's, when the City's
Plan became self-funded, the City has been paying a portion of the costs of
the annuitants' medical benefits.

10. Effective April 1, 1982, the City established the following

monthly rates for the Fund's annuitants' medical benefits coverage:

Under Age 65 - Single $ 55.00
Under Age 65 - Family of Two 110.00
Under Age 65 - Family of Three

or more 150.00
Medicare Eligible -~ Single 21.00
Medicare Eligible - Two 42.00
One Over 65, One Under Age 65 76.00

11. Notwithstanding the provisions of Section 5-167.5 of the
Policemen's Annuity Fund Act, and notwithstanding the fact that the actual
cost of the coverage has increased dramatically since 1982, these rates for
the Fund's annuitants' medical benefits coverage have remained unchanged to
the present date., Since April of 1982 the City has paid the cost of the
Fund's annuitants' medical benefits to the extent that they exceed the rates
established at that time,

12. Both the Fund and the City have at all times been aware that
the rates in effect since the mid-1970's were substantially less than the
actual costs incurred by the City in paying the Fund's annuitants' medical

claims under the Plan (together with the costs of administering that Plan).
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In September of 1984, for example, the City prepared a report titled "City of
Chicago Annuitant Medical Care Benefits" in which it demonstrated the large
disparity between contributions from the Fund, and the similar funds for
other retired City employees, and the actual costs being incurred by the
Ciﬁy. A copy of that report is attached hereto as Exhibit B.

13. The 1984 "City of Chicago Annuitant Medical Care Benefits"
report proposed that the rates paid by the annuitants be increased by 100%
effective two months later, in November of 1984, and increased by another
substantial percentage three months after that, in January of 1985.

14. Despite this and other periodic "proposals" from the City that
the annuitants' health insurance rates be increased, the Fund was never
directed to begin making deductions for retired employees with individual
coverage or to increase the amounts being deducted from the annuitants'
monthly checks for the cost of their dependents' health insurance.

15. In mid-October of 1987, the director of the Fund received a
letter from the Corporation Counsel for the City advising the Fund that from
1980 to the present the City has paid health care costs for the annuitants of
the City's four pension funds in excess of the contributions made by the
funds towards those costs. A copy of that letter is attached hereto as
Exhibit C. That letter further advised the Fund that the payments made by
the City were not the subject of any appropriation and were thus illegal and
must be repaid. The letter also advised the Fund that the City had filed a
complaint in the Circuit Court of Cook County, naming as defendants the

trustees of the four funds, asking that $59 million be repaid ($27 million
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from the policemen's fund), plus interest, and that the funds contract for
health benefits as required by statute. Finally, the Corporation Counsel
advised the Fund that he had directed the City's Benefits Office to cease
making health care payments to pension fund annuitants as soon as each of the
respective pension funds enters contracts for health insurance but in no
event no later than January 1, 1988.

16. The complaint referred to in the Corporation Counsel's letter

was filed on October 19, 1987, and is styled City of Chicago v. Marshall

Korshak et al., 87 CH 10134, A true and accurate copy of that complaint is

attached hereto as Exhibit D.

COUNT I - TERM AND CONDITION OF EMPLOYMENT

1.-16. As paragraphs 1 through 16 of this Count I,
counterplaintiffs reallege and incorporate as though fully set forth herein
paragraphs 1 through 16 of this Counterclaim.

17. Since the mid-1960's the City has paid the full cost of medical
insurance coverage for the active employees of the City's Police Department.
Since 1971, the City has paid the full cost of medical benefits for the
active employees of the City's Police Department and for their spouses and
dependents.

18. For the past ten years it has been common knowledge among the
active City of Chicago policemen that the annuitants participate in the
City's Annuitant Medical Benefits Plan and that the City pays a substantial

portion of the cost of its annuitants' medical care benefits.
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19. The active City of Chicago policemen, for the past ten years,
relied upon this retirement benefit in continuing their employment with the
City.

20. The City's inclusion of the annuitants in its medical benefits
program and its payment of a substantial portion of the cost of its
annuitants’ medical care benefits thus became a term and condition of
employment for active employees of the Police Department of the City.

21. The City's announced intention to terminate medical care
benefits for the Fund's annuitants as of December 31, 1987, is a breach of
those terms and conditions of these employment contracts with the City,

22. It would be inequitable and unjust to permit the City to breach
these established terms and conditions of employment.

23. The Fund and its annuitants will suffer substantial and
irreparable harm if the City is not enjoined from terminating the medical
care benefits it has provided to them for the past 20 years. The annuitants
will be exposed to the risk of financial catastrophe if the City is permitted
to terminate their medical benefits coverage on December 31, 1987.

24, Plaintiffs have no adequate remedy at law.

COUNT IT - TMPLIED CONTRACT

1.-16. As paragraphs 1 through 16 of this Count II,
counterplaintiffs reallege and incorporate as though fully set forth herein
paragraphs 1 through 16 of Count I.

17. The City's actions described above gave rise to an implied

contract between the Fund, the annuitants and the City under which the City
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agreed to include the annuitants in the Plan's coverage-and to pay the cost
of the annuitants' medical benefits coverage to the extent that it exceeds

the rates established for the medical benefits coverage effective April 1,

1982. |

18. The City's letter to the Fund dated October 19, 1987 and its
filing of the complaint described in paragraphs 15 and 16 above, constitute a
breach of that implied contract.

19. The Fund and its annuitants will suffer substantial and
irreparable damage if the City is not enjoined from terminating the implied
cohtract under which it agreed to and has, for more than five years,
paid the costs of the annuitants' health insurance in excess of the rates
effective Aprilvl, 1982, Termination of the contract on January 1, 1988
would expose the annuitants to the risk of a financial catastrophe if they
incur substantial medical expenses with no insurance coverage.

20. It would be inequitable and unjust to permit the City to breach
this implied contract.

21. Counterplaintiffs have no adequate remedy at law.

COUNT IIT - BREACH OF CONTRACT

1.-16. As paragraphs 1 through 16 of this Count III,
counterplaintiffs reallege and incorporate as though fully set forth herein
paragraphs 1 through 16 of Count I.

17. The City has undertaken to provide medical benefits coverage to

the Fund's annuitants since the mid-1960's and has been in a contractual
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relationship with each annuitant who chose to participate in the City's
medical benefits program during this twenty year period.
18. The Fund's annuitants are presently covered by the City's Plan

attached hereto as Exhibit A.

19. The City's Plan, which-by its terms was effective September 1,

1985, provides as follows regarding "Termination of Coverage:"

Coverage for you and your eligible dependents will
terminate the first of the month following

- the month a deduction is not taken from your
annuity, or

- the month you reach the limiting age for
City-paid benefits, if you have not arranged
for deductions from your annuity check.

In addition, coverage for you and your eligible
dependents will terminate the earliest of

- the date it is determined that you have
knowingly submitted false bills or bills for
ineligible dependents for reimbursement under
this Plan

- the date the Plan is terminated, or

- the date the Plan is terminated for the class
of Annuitant of which you are a member.

20. The City's Plan does not itself contain any procedures or time
frame regarding a notice of intent to terminate the Plan.

21, In the absence of an express term, a reasonable notice period
must be implied,

22. The City's letter of October 19, 1987, informing the Fund that

coverage would be terminated no later than December 31, 1987 is not, under
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the circumstances presented here, a reasonable period of notice of intent to
terminate the Plan,

23. Upon receipt of the City's October, 1987 letter, the Fund
contacted a number of private health insurance companies and requested
quotations as to the cost of coverage for the approximately 10,000
individuals (the annuitants and their dependents) who are now covered by the
City's Plan.

24, The Fund is awaiting those price quotations.

25. When the Fund has the price quotations and details of the
coverage being offered by the private carriers, it will then have to
determine which proposal is in the best interest of the Fund and its

annuitants, taking into account, inter alia, such criteria as administrative

cost factors, service capabilities of the carrier, and the premiums charged.
(See I11. Rev. Stat. ch. 108-1/2, Y5-167.5(c).) The Fund will then enter
contracts with one or more carriers to provide group health insuance for all
annuitants, pursuant to the terms of Section 5-167.5(b) of the Policemen's
Annuity Fund Act, I11. Rev. Stat. ch. 108-1/2, ¥5-167.5(b).

26. Once the Fund enters into a contract(s) with a private carrier,
the annuitants will have to be given notice of the terms and cost of the new
policy and be given a reasonable time within which to decide whether to
terminate their coverage through the Fund. See I11. Rev. Stat. ch. 108-1/2,
15-167.5(d).

27. This process, involving the solicitation and evaluation of

proposals from various private carriers, negotiating and executing contracts
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with one or more of them, and giving the annuitants reasonable notice of the
terms and costs of the new coverage, will not and cannot be accomplished by
the City's announced termination date of January 1, 1988.

28, The City has breached the Plan by failing to give sufficient
notice of its intent to terminate the Plan.

29. It would be inequitable and unjust to permit the City to
terminate the City's Plan on such short notice.

30. The Fund's annuitants will suffer substantial and irreparable
harm if the City is permitted to terminate the City's Plan on such short
notice. The annuitants will be exposed to the risk of financial catastrophe
if the City is permitted to terminate coverage effective January 1, 1988,

31. Counterplaintiffs have no adequate remedy at 1aw.

COUNT IV-EQUITABLE ESTOPPEL

1. - 16. As paragraphs 1 through 16 of this Count IV
counterplaintiffs reallege and incorporate as though fully set forth herein
paragraphs 1 through 16 of Count I.

17. The City has engaged in a continuous pattern of affirmative
acts over the past ten years by paying a substantial portion of the cost of
the annuitants' medical care benefits. Since April of 1982, the City has
paid all the costs in excess of the rates which went into effect at that
time.

18. The City's actions have been taken with full knowledge of the

actual amounts expended by it for the annuitants' medical care benefits.
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19. The Fund and its annuitants have reasonably relied on the
City's payment of those costs.

20. In reliance on this longstanding practice of the City, the
Fund took no steps until after receipt of the City's letter of October 19,
1987, to locate a private health insurance carrier to provide medical
insurance for the Fund's annuitants and the annuitants have not planned for
the financial burden of having to pay the full cost of their own medical
insurance,

2l. It would be inequitable and unjust to permit the City to
terminate this practice.

22. If the City is permitted to terminate the annuitants'’ medicé]
care benefits on December 31, 1987, the Fund and its annuitants will suffer
substantial and irreparable harm. The annuitants will be exposed to the risk
of a financial catastrophe if they incure substantial medical expenses with
no insurance coverage,

23. The City is estopped from terminating this long standing
practice.

24. Counterplaintiffs have no adequate remedy at law.

PRAYER FOR RELIEF

WHEREFORE, Counterplaintiffs pray for a judgment, order and decree
against the counterdefendant as follows:
A. That the City of Chicago be restrained and enjoined, both
temporarily and permanently, from terminating coverage of the Fund's

annuitants under the City of Chicago Annuitant Medical Benefits Plan;
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B. That the City of Chicago be restrained and enjoined from ceasing
its practice of paying the cost of the Fund's annuitants' medical benefits to
the extent that it exceeds the rates which went into effect in April of 1982.

C. That in the alternative, the City of Chicago be restrained and
enjoined from terminating coverage of the Fund's annuitants under the City of
Chicago Annuitant Medical Benefits Plan until the Fund has had sufficient
time to contract for similar medical benefits coverage with a private
insurance carrier;

D. That this Court retain jurisdiction of this action to enforce
its injunction order;

E. For such other and further relief as this Court may deem just

and proper together with the costs of this action.

One of the Attorneys for Counter-
plaintiffs ‘

KEVIN M. FORDE

KATRINA VEERHUSEN

KEVIN M. FORDE, LTD.

111 West Washington Street
Chicago, IL 60602

(312) 641-1441

DAVID R. KUGLER, ESQ.
KUGLER, DELEO & D'ARCO
One North LaSalle Street
Chicago, IL 60602
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VERIFICATION

JAMES B. WATERS, JR., Executive Director of the Policemen's
Annuity & Benefit Fund of the City of Chicago, having been first
duly sworn on oath, states that he. has knowledge of all of the

facts asserted in the VERIFIED COUNTERCLAIM FOR INJUNCTION AND
OTHER RELIEF and that the facts ahleged are true.

' M@,&/A/ Zoh )

James B. Waters, Jr

Xxecutive Director/of the
Policemen's Annuity & Benefit
Fund of the City of Chicago

SUBSCRIBED and SWORN to
before me this 14th day
of December, 1987.

Oer-ronce 8- Areven

Notdry Public
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Attorney No. 23414

IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT, CHANCERY DIVISION

THE CITY OF CHICAGO, a municipal
corporation,

Plaintiff-
Counterdefendant,
VS. No. 87 CH 10134
MARSHALL KORSHAK, RUSSELL EWERT,
ODELL HICKS, THOMAS D. ALLISON,
FRED W. SETTLES, CECIL A. PARTEE,
CHESTER JASKOLKA, RONALD R. NORRIS
and JAMES McDONOUGH, IN THEIR
CAPACITY AS THE BOARD MEMBERS OF THE
POLICEMEN'S ANNUITY & BENEFIT FUND
FOR CITIES OVER 500,000; MICHAEL A.
COHEN, NORMAN S. HOLLAND, ANN FOLEY,
JAMES R. CONMEY, WALTER S. KOZUBOWSKI,

RONALD D. PICUR, RONALD MALONEY, and
CICIL A. PARTEE, IN THEIR CAPACITY AS
THE BOARD MEMBERS OF THE FIREMEN'S
ANNUITY & BENEFIT FUND FOR CITIES OVER
500,000; WILLIAM J. McMAHON, RONALD

D. PICUR, CECIL A. PARTEE, WAYNE N.
MARSHALL, and EDWARD J. LAIRD, IN THEIR
CAPACITY AS THE BOARD MEMBERS OF THE
MUNICIPAL EMPLOYEES' ANNUITY & BENEFIT
FUND FOR CITIES OVER 500,000; ROGER

E. McMAHON, RONALD D. PICUR, CARMEN
IACULLO, and CECIL A. PARTEE, IN

THEIR CAPACITY AS THE BOARD MEMBERS

OF THE LABORERS' & RETIREMENT BOARD
EMPLOYEES' ANNUITY & BENEFIT FUND FOR
CITIES OVER 500,000,

Defendant-
Counterplaintiffs.

vvvvvvvvvvvvvvvvvvvV\_/v\_/\/vvvvvvvvvvvvv

MOTION FOR PRELIMINARY INJUNCTION

Now come the counterplaintiffs, MARSHALL KORSHAK, RUSSELL EWERT,
ODELL HICKS, THOMAS D. ALLISON, FRED W. SETTLES, CECIL A. PARTEE, CHESTER
JASKOLKA, RONALD R. NORRIS and JAMES McDONOUGH, in their capacities as the

Board Members of the Policemen's Annuity and Benefit Fund, by their counsel,
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and move this Court for the entry of a preliminary injunction restraining the
counterdefendant, the CITY OF CHICAGO, during the pendency of this case, from
terminating the medical benefits coverage presently afforded under the City
of Chicago Annuitant Medical Benefits Plan to the annuitants of the
Policemen's Annuity & Benefit Fund of the City of Chicago ("the Fund") or
from terminating its present payment of all the costs of such coverage in
excess of the rates which have been in effect since April of 1982. 1In
support of this motion, the Fund states as follows:

1. The allegations contained in the Verified Counterclaim are
hereby incorporated in this motion as though fully set forth herein.

2. A plaintiff seeking a preliminary injunction must establish that
it has a lawful right, certain and clearly ascertained, which is worthy of

protection. Schwalm Electronics v. Electrical Products Corp., 14 111, App.3d

348, 302 N.E.2d 394 (1st Dist. 1973). The allegations of the Verified
Counterclaim demonstrate the existence of such a right. The Fund in its own
capacity, and the annuitants for whom it administers the annuitants' medical
insurance program, have a clearly ascertained right to the continuation of
the benefits provided to the annuitants under what is now known as the City
of Chicago Annuitant Medical Benefits Plan ("the Plan"). That right derives
from an express or implied contract. In addition, the City is estopped from
terminating the long standing practice of providing medical benefits coverage
to the Fund's annuitants as well as paying most of the cost of that coverage.,
3. The plaintiff seeking a preliminary injunction must also

demonstrate that it will suffer irreparable injury without the protection of
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a preliminary injunction. "Irreparable injury" is established where there is
no adequate remedy at law, because either money damages are inadequate

compensation or the damages are incapable of quantification. Hutter v. Lake

View Trust & Savings Bank, 54 111, App.3d 653, 370 N.E.2d 47 (1st Dist.

1977), cert. denied, 439 U.S. 1004 (1978). In other cases, courts have
readily granted and subsequently upheld injunctions where loss of medical

coverage threatened irreparable harm. Auto Workers Local 645 v.

General Motors, 112 LRRM 3345 (C.D. Cal. 1982); United Steelworkers of

America v. Fort Pitt Steel Casting, 598 F.2d 1273 (3d Cir. 1979). In Auto

Workers, the District Court granted the injunction to preserve the status quo
relating to health-care coverage stating that:

The lack of health-care benefits will result
in many cases in the inability to obtain
needed medical treatment and, in some cases,
in the termination of current necessary
treatment for employees or their dependents
now covered by health insurance. The harm
likely to result from termination of health
benefits will be irremediable. Id. at 3345.

In Fort Pitt Steel Casting, the Third Circuit upheld the District

Court's finding that irreparable harm would occur if the employer ceased
health insurance payments, noting that:

...the fact that payment of monies is
involved does not automatically preclude a
finding of irreparable injury. If the risk
of "water pipes freezing" can constitute
irreparable injury, see Celotex Corp. v. 0il
Workers, 516 F.2d 242, 247 (3d Cir. 1975),
then surely the possibility that a worker
would be denied adquate medical care as a
result of having no insurance would
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constitute "substantial and irreparable
injury." 1Id, at 1280.

The irreparable injury to the Fund and its annuitants here is
plain. Replacing the coverage the annuitants presently have under the Plan
is no simple matter and cannot be accomplished in the short amount of time
within which the City is demanding that it be done (by January 1, 1988).
Although the Fund has asked various private insurance carriers for quotations
of premium Tevels which would give the annuitants the same coverage they now
have, the private insurance companies have not yet responded. Once the
quotations are in hand, the Trustees will have to select a carrier, pursuant
to the terms of Section 5-167.5 of the Policemen's Annuity Fund Act, I11.
Rev. Stat, ch. 108-1/2, par. 5-167.5, and the annuitants will have to be
given a reasonable period of time to decide whether to subscribe to this new
group plan or whether to arrange for their own medical insurance. This
cannot be accomplished by the City's January 1, 1988 deadline. The 5,200
retirees of the Fund who participate in the City's medical benefits program,
together with their dependents (an estimated 8,400 individuals in all) will
be without any medical insurance coverage on January 1, 1988, unless the City
is enjoined from terminating the present coverage. The damages which would
be suffered by the Fund and its retirees if the present coverage is
terminated on January 1, 1988, are incapable of quantification.

4., The plaintiff seeking a preliminary injunction must also show

that the injunction sought is designed to maintain the status quo. Bullard

v. Bullard, 66 I11. App.3d 132, 383 N.E.2d 684 (5th Dist. 1978). The status

quo is defined as "the last actual, peaceable status preceding the pending
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controversy." Sports Unlimited v. Scotch & Sirloin of Woodfield, 58 I11,

App.3d 579, 584, 374 N.E.2d 916, 920 (lst Dist. 1978). The Fund is seeking
to maintain the status quo pending this Court's adjudication of the merits of
the claims set forth in the Verified Canb]aint. The City is attempting to
alter the status quo by terminating the annuitant's coverage under the Plan,
coverage which has been provided to the retirees for the past 20 years,

5. The plaintiff must also show the inadequacy of a legal remedy.
It is not necessary to show the total absence of a Tegal remedy; rather it
must merely be shown that the requested equitable relief is in some respect

superior to available legal relief. Bjo-Medical Laboratories v. Trainor, 68

I11.2d 540, 549, 370 N.E.2d 223, 227 (1977). As demonstrated in paragraph 3
above, an injunction to prevent the City's termination of the annuitants'
medical benefits coverage is clearly a superior remedy than mere money
damages.

6. The party seeking a preliminary injunction must demonstrate that

it has a likelihood of success on the merits. LaSalle National Bank v.

County of Cook, 57 I11.2d 318, 312 N.E.2d 252 (1974); S&F Corp. v. American

Express Co., 60 I11. App.3d 824, 377 N.E.2d 73 (1st Dist. 1978). The
Verified Counterclaim is in four counts. The four claims alleged are: (1)
the City's announced intent to terminate coverage and to stop paying most of
the cost of that coverage is a breach of a term and condition of the
employment contract between the City and its employees; (2) the City's
announced intent to terminate coverage is a breach of an implied agreement to

continue that coverage and to continue to pay most of the costs thereof; (3)

A 222



2013-CH-17450
PAGE 21 of 27

ELECTRONICALLY FILED
1/13/2016 4:07 PM

the City should be estopped from terminating the annuitants' coverage and
paying most of the cost thereof where its actions induced the detrimental
reliance of the Fund and its annuitants; and, in the alternative, (4) the
City's announced intent to terminate coverage by January 1, 1988 is a breach
of the City of Chicago Annuitant Medical Benefits Plan because a "reasonable"
notice of termination is required and has not been given.

Term and Condition of Employment

For the past 10 years it has been common knowledge among the active.
City of Chicago policemen that the annuitants participate in the City's Plan
and that the City pays a substantial portion of the cost of the annuitants'
medical care benefits. The active policemen, over the past ten years, relied
upon the existence of this retirement benefit in continuing their employment
with the City. The City's inclusion of the annuitants in its medical
benefits program and its payment of a substantial portion of the cost of that
program for the annuitants thus became a term and condition of employment for
the active employees of the Police Department. The City's announced
intention to terminate the annuitants' medical coverage and to terminate its
payment of the cost thereof is a breach of the employment contract as to the
annuitants, particularly those who left the active employ of the City over

the past ten years. In a recent I1linois Supreme Court case, Duldulao v.

St. Mary of Nazareth Hospital Center, 115 I11.2d 482, 505 N.E.2d 314 (1987),

the Court held that under certain circumstances an employee handbook or other
policy statement may create enforceable contractual rights in favor of an

enployee. This holding was not expressly limited to written statements of
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company policy. Under the circumstances presented here, it is clear that the
City's long-standing practice of including annuitants in its medical benefits
plan and the subsidization of a substantial portion of the costs thereof
became a term and condition of employment which the City is now attempting to
breach. It should not be permitfed to do so.

Implied Contract

The City's actions in providing the annuiténts with coverage over
the past 20 years and in paying a substantial portion of the cost of that
coverage over the past ten years, gave rise to an implied contract under
which the City agreed to continue these practices. The City now claims it
will cancel this contract effective January 1, 1988. This is a breach of the
City's implied contract with the Fund and its annuitants. The City benefited
this implied contract in that it assured the continuing services and good
will of its active employees.

Breach of the City's Annuitant Medical Benefits Plan

Count III of the Verified Counterclaim alleges that the City's
announcement, on October 19, 1987, that it would terminate the Plan as to the
Fund's annuitants effective January 1, 1988, was a breach of the implied
terms of that Plan. Although the Plan provides that coverage will terminate
"the date the Plan is terminated," it does not contain any procedure or time
frame regarding a notice of intent to terminate the Plan. In the absence of
an express term, a reasonable notice period must be implied. Patton v.

Farmers Mut. Fire Ins. Co., 125 S.W.2d 498 (Ct. App. Tenn., 1938); Chadbourne

v. German-American Ins. Co., 32 F, 533 (S.D.N.Y. 1887). Under the
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circumstances presented here, the City has not given reasonable notice of its
intent to terminate the Plan. Implicit in the terms of the Plan is a
reasonable notice period prior to termination. The City should be enjoined
from terminating the Plan or its payment of the coéts of the Plan as to the
Fund's annuitants at least until a reasonable period of time has passed,
sufficient for the Fund to obtain alternative coverage and to give the
annuitants an opportunity to consider their options,
Estoppel

The City should be estopped from terminating the annuitants'
coverage under the Plan and its subsidization of the cost of that coverage to
the extent that it exceeds the rates established in 1982. Estoppel will lie
against a municipality if, "under all of the circumstances, the affirmative
acts of the public body have created a situation where it would be
inequitable and unjust to permit it to deny what it has done or permitted to

be done...." Stahelin v. Board of Education, 87 I11, App.2d 28, 230 N.E.2d

465, 471 (2d Dist. 1967). The plaintiff must also show that it has

detrimentally relied on the defendant's action. Haeflinger v. City of Wood

Dale, 129 I11. App.3d 674, 472 N.E.2d 1228 (2d Dist. 1984). The affirmative

actions of the City here are two-fold. First, it has included the
annuitantsin the medical benefits program it sponsors for its active
employees for the past two decades. Second, since the mid-1970's it has
paid a portion of the costs attributable to the retirees' medical coverage
and, since April of 1982, it has paid he full amount of that cost to the

extent that it exceeds the rates established in 1982, For an individual
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retired employee, this has meant medical coverage at no cost since January of
1983. The Fund and its annuitants have relied to their detriment on these
affirmative acts of the City. Until it received the City's letter in October
of 1987, the Fund took no steps to ]ocaté a private carrier to write a policy
for the annuitants' medical coverage. It is not possible for the Fund to
contract with a private carrier and to give the annuitants a reasonable time
to decide whether to subscribe to the new group policy or to contract for
their own insurance, prior to January 1, 1988. In addition, a substantial
portion of the annuitants left active employment with the City during the
past ten years while the City was paying most of the cost of the annuitants'
medical benefits. These individuals, in deciding to retire and whether to
seek new employment, relied on the City's medical benefits plan and the
minimal cost, if any, which the annuitants themselves were required to pay.
Under these circumstances, it would be inequitable and unjust to permit the
City to terminate either the annuitants' coverage or the payment of its
costs.

7. The plaintiff must also show that the "balance of equities"
favors the relief requested. In other words, the plaintiff should
demonstrate that while failure to grant an injunction will result in
immediate, certain, and great injury to the plaintiff, granting the
injunction will cause only relatively minor loss or inconvenience to the

party enjoined. Scott & Fetzer Co. v. Kahn, 74 I11. App.3d 400, 393 N.E.2d

102 (4th Dist. 1979). The allegations of the Verified Complaint clearly

demonstrate that the balance of the equities here favors the Fund and its
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annuitants. The City has included the annuitants in its medical benefits
plan for the past 20 years and, since April of 1982, has paid the full cost
of the annuitants' benefits to the extent that it exceeds the rates put into
effect in April of 1982. For an individual retired employee, this has meant
medical insurance coverage at no cost‘since January of 1983. Now the City,
for no apparent reason, has decided not only to quit paying for the
annuitants' coverage but, in addition, to terminate their coverage under the
Plan effective January 1, 1988 and to attempt to recoup the $26 million it
paid for the annuitants' medical benefits since 1980. The balance of
equities demonstrates that the injury to the Fund and its annuitants; if they
are left with no coverage on January 1, 1988, far exceeds the injury the City
will sustain if it is required to continue the coverage, at least for a
reasonable period of time.

8. The movant must also show that granting the requested relief

will not have an injurious effect on the general public. Biggs v, Health and

Hospitals Governing Commission, 55 I11, App.3d 501, 370 N.E.2d 1150 (1lst

Dist. 1977). The injunction sought by the counterplaintiffs will not have an
injurious effect on the general public; to the contrary, it will have a
positive effect. The Fund's annuitants have served the public as police
officers and employees of the Chicago Police Department. These annuitants
were parties to an express or implied agreement that the City would continue
their medical benefits coverage under the City's program and that the City
would continue to pay at least a substantial portion of the cost of those

benefits. To permit the City to breach that agreement, particularly on the

- 10 - :
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impossibly short schedule it has announced, would have a negative impact on
the morale of all the City's public servants and, consequently, a negative
impact on the general public.
CONCLUSION

For the foregoing reasons, counterplaintiffs submit they have met
all the prerequisites for injunctive relief, including the demonstration that
they have a likelihood of prevailing on the merits, and ask this Court to
enjoin the City from terminating the annuitants’ coverage under its Plan and
its payment of the costs of that coverage, pending hearing on the merits of
the Complaint,

Repsectfully submitted,

KEVIN M. FORDE

KATRINA VEERHUSEN

KEVIN M. FORDE, LTD.

111 West Washington Street
Chicago, IL 60602

(312) 641-1441

DAVID R. KUGLER, ESQ.
KUGLER, DELEO & D'ARCO
One North LaSalle Street
Chicago, IL 60602

-11 -
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VERIFICATION

JAMES B. WATERS, JR., Executive Director of the Policemen's
Annuity & Benefit Fund of the City of Chicago, having been first
duly sworn on oath, states that he has knowledge of all of the
facts asserted in the MOTION FOR PRELIMINARY INJUNCTION and that

the facts alleged are true.
/'%ﬂaé//f/ ; g OO

C:}émes B. Waters, Jr.
E

xecutive Director of the
Policemen's Annuity & Benefit
Fund of the City of Chicago

SUBSCRIBED and SWORN to
before me this 14th day
of December, 1987,

Narne 4. Savens

No@%ry Public
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IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT, CHANCERY DIVISION
CITY OF CHICAGO
Petitioner,
-vs- No. 87 CH 10134
MARSHALL KORSHAK, et al.,

Respondents.

MARTIN RYAN, WALTER
RUCINSKI, BERNARD McKAY,
JOSEPH COGLIANESE and
LOUIS EISEN,

Intervening-
Petitioners.

N N N S e ) S i Nl N Sl Nl Nl Nl il Nl

INTERVENORS' CLASS ACTION RESPONSE
AND REQUEST FOR INJUNCTIVE RELIEF

Martin Ryan, Bernard McKay, Walter Rucinski, Joseph

Coglianese and Louis Eisen, plaintiffs in Ryan v. Chicago, 83 CH

390, by their attorney, Clinton A. Krislov, for themselves and as
representatives of all persons similarly situated as participants
in the four City of Chicago Annuity and Pension Benefit Funds,
respond and state with respect to the City's complaint herein and
petition for relief against the City of Chicago and each of the.
trustees named as respondents in the City's original complaint in

this case, as follows:

Preliminary Statement

1. This lawsuit was brought by the City of Chicago to

enforce obligations upon and seek restitution from the trustees
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of the City's four primary pension benefit funds and against the
beneficiaries thereof in connection therewith the costs of
medical benefits provided to annuitants and their dependents and
other persons claiming the benefit of such medical coverage
through annuitants.

2. On or about November 19, 1987, petitioners/intervenors
sought to intervene and protect their interests in thelpension
funds, which interests are distinct from the interests of either
the City or the trustees.

3. Through their attorney, Clinton A. Krislov, petitioners
are presently involved in litigation against the City and
trustees over the City's misuse of pension taxes. Ryan v.
Chicago, 85 CH 2630 (Cook County, Circuit Court, County
Department, Chancery Division). The Illinois Appellate Court's
decision in this matter is reported at 499 N.E.2d 517 (Ill. App.
1986).

4, Each petitioner is a participant in one of the four
annuity and benefit funds. Ryan, McKay, Coglianese and Eisen are
retired annuitants participants in, respectively, the Police,
Fire, Laborers and Municipal Employee Funds. Each petitioner is
individually and severely adversely affected by the City's
complaint and the relief sought therein.

5. To the extent the City seeks to modify or terminate the
medical coverage which petitioners have had for the past several
years and to the extent the City seeks restitution from the funds

or from the petitioners individually, their interests would be
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adversely affected. See Complaint, Count I, YY8-15; Count II,

147-13.
Petitioner's Interests Are Not
Being Adequately Represented By The Trustees
6. The interests of the petitioners and the class they

seek to represent, are not being adequately represented by the
trustees named as respondents in the City's petition.

7. The trustees, to whom petitioners and the class would
ordinarily look for protection, are faced with en inherent
conflict of interest in that they have an incentive to shift any
restitutionary obligation onto the pension funds or petitioning
class members, as opposed to themselves individually. Further,
they have an interest, which may be contrary to the interests of
petitioners and the class, in avoiding responsibility for any
prior breaches of duty as alleged in the City's complaint which
may be in conflict with petitioners' and class members' interests
in seeing that such liability, if any, ultimately rests on them.
Finally, the trustees do not share the interests of the
petitioners or the class members’in maintaining medical coverage
on the same terms and conditions as it has heretofore been

available to them.

Clagss Action Allegations

8. The class is so numerous that joinder of all members is
impracticable. Although petitioners do not now know the exact

number of class members, they certainly number in the thousands.
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This information is currently in the hands of the trustees or the
funds, or, alternatively, the City.

9, Questions of fact and law common to the class
predominate over the questions affecting only individual members.
Such commoh questions include, but are not limited to:

a. Whether the trustees have a conflict of
interest in representing the interests of

the class members in this proceeding;

b. Whether the trustees breached their duties
as alleged in the City's complaint;

Cc. . Whether restitutionary relief, as sought by
the City, can be awarded against either the
trustees or the class members;

d. Whether the City or other responsible party
is estopped from unilaterally modifying or
discontinuing medical benefits in view of
the reliance of the class members, on its
being a promised benefit of their current or
previous employment by the City, and thus in
not previously seeking or obtaining
alternative coverage.

10. Petitioners are represented by counsel experienced in
class action litigation. Their claims are typical of those to be
asserted on behalf of the class and they will fairly and
adequately'represent the interests of the class.

11. Because the interests of the petitioners and class

members are virtually identical, particularly with respect to any

restitutionary obligations, a class action is the most
appropriate method for fairly and efficiently adjudicating this

controversy.

A 234



ELECTRONICALLY FILED
1/13/2016 4:07 PM
2013-CH-17450
PAGE 6 of 12

OCaaselll33e\066688 Dboumreaht#48536-Hddd11M3M3FPRggel5 of 16PRggHIDH# 1340

Claims And Defenses To Be
Alleged By Petitioners And The Class

Restitution

Declaratory Relief

12. Pursuant to the Illinois Declarétory Judgment statute,
Ill. Rev. Stat., ch 110, %2-701 (1986), petitioners seek
individually and on behalf of the class a declaratory judgment to
the effect that any restitution sought or obtained by the City in
connection with its complaint shall be the sole responsibility of
the truétees and not of the pension funds, the petitioners or the
class.

13. There is an actual and concrete controversy between the
petitioners and class members, on the one hand, and the trustees
and the City on the other, which is ripe for adjudication by the ‘
Court at this time.

14. All parties necessary for the adjudication of such
declaratory judgment claim are presently before the Court in
connection Qith this lawsuit.

Alternative Answer And Affirmative Defenses
To The City's Complaint '

15. As an alternative to the declaratory relief sought
above, petitioners and the class state the following by way of

answer and affirmative defenses to the City's complaint.

Count I
1. Petitioners and the class admit the allegations
contained in {1 of Count I of the complaint purport to describe

the causes of action alleged in and relief sought by the

..5_.
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complaint but deny the validity of the causes of action alleged

and deny any entitlement to

Petitioners
Petitioners
Petitioners

Petitioners

Petitioners:

Petitioners

admit
admit
admit
admit
admit

admit

relief on the part of the City.

the
the
the
the
the

the

appears from the complaint that

allegations
allegations
allegations
allegations
allegations

allegations

relief is also

petitioners and other members of the class.

8.

9.

10.
form
same and
11.
12.
13.
form
same and
14.
15.
16.

17.

of
of
of
of
of
of

12,
13.
14.
15.
16.
17, except that it

requested from the

Petitioners deny the allegations of (8.

Petitioners admit the allegations of (9.

Petitioners lack sufficient information or knowledge to

demand strict proof thereof.

a belief as to the allegations of {10 and accordingly deny

Petitioners deny the allegations of ¢1ll.

Petitioners admit the allegations of {l2.

Petitioners lack information or knowledge sufficient to

demand strict proof thereof.

a belief as to the allegations of {13 and accordingly deny

Petitioners admit the allegations of {14.

Petitioners deny the allegations of {15.

Petitioners deny the allegations of Y16.

Petitioners deny the allegations of {17.
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Count II

1. Petitioners admit that the allegations in Y1 purport to

describe the claim asserted in Count II but deny the validity of

such

claim and deny any entitlement to recovery based thereon.

2-6, Petitioners reallege {4Y2-6 of their alternative answer

to Count I and incorporate them by reference.

form

same

form

same

form

same

7. Petitioners lack information or knowledge sufficient to
a belief as to the allegations of 47 and accordingly deny
and demand strict proof thereof.

8. Petitioners lack information or knowledge sufficient to
a belief as to the allegations in 48 and accordingly deny
and demand strict proof thereof.

9. Petitioners deny the allegations of ¢9.

10. Petitioners lack knowledge or information sufficieﬁt to
a belief as to the allegations of {10 and accordingly deny
and demand strict proof thereof.

11, Petitioners deny the allegations of §ll.

12, Petitioners deny the allegations of {12.

13. Petitioners deny the allegations of {13.

Affirmative Defenses
(Applicable to Count I and Count II)

First Affirmative Defense

1. The City's claims, even if legally sufficient, are

barred by principals of lacﬁes.

2. The pension funds became a part of the City's self

insurance program in cooperation with the City.
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3. If the City's expenditures on behalf of the annuitants
and their dependents since 1980 were made without necessary
appropriations by the City Council, as the City now contends, the
City has known or had reason to know that deficiency from the
very beginning.

4. Relying on their participation in the City's health
insurance plan, and upon the City's words and conduct in
connection therewith, petitioners and the annuitants did not make
other alternative arrangements for health care coverage or to
finance such coverage.

5. If their participation ih the City's plan is now
diséontinued, many 6r all of the annuitants and their dependents
would not be able to obtain equivalent health insurance coverage
due to advanced age, current physical health conditions,‘limited
financial resources and/or for other reasons.

6. Moreover, 1f either the peﬁsiop funds or the annuitants
were forced to provide restitution, they would be severely
prejudiced. The restitution sought by the City is and would be a
wholly unanticipated and unforseeable expense.

7. The pension funds themselves are currently underfunded,
in part because of the City's own actions in using pension tax

monies for itself as shown in the Ryan v. Chicago case, and may

be already unable to satisfy their own future obligations.

8. Many, if not all of the annuitants and their dependents
now live on fixed incomes, substantially below the incomes
‘received while working, and cannot afford to bear additional

medical care charges.
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9. Until fall of 1987, seven years after they first became
part of the City's self insurance plan, neither the pension funds
nor their participants had any reason to suspect that the City
might be seek to expel them from the City's healeh'insurance plan

or seek restitution for past expenditures.

Second Affirmative Defense

1. Under no circumstances is the City entitled to
restitution for any past expenditures made as a result of the
pension funds' participation in the}City's health insurance plan.

2. The City not only made any such expenditures
voluntarily, but it was in cooperation with the City that the
pension funds initially decided to join the City's health care
plan. Equity does not favor a volunteer. The City has no
equitable basis upon which to seek restitution for expenditures
it voluntaeily made and upon which petitioners and other class

members have detrimentally relied.

Relief Requested By Petitioners And The Class

Petitioners and the class request declaratory, injunctive
and other relief as follows:

A, Petitioners seek an order determining that this action
may be maintained as a class action under Illinois law and that
all necessary prerequisites to the maintenance of such class
action are satisfied.

B. Petitioners request an order finding that the trustees
have a conflict of interest which prevents them from adequately

or properly representing the interests of the petitioners and the

-0 -
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class in connection with the matters alleged in the City's
complaint.

C. Petitioners request this Court to issue its declaratory
judgment stating that ény wrongful conduct as alleged by the City
is solely and exclusively the fault and responsibility of the
trustees and not of the petitioners orvother class members and
that they shall suffer no adverse financial or other impact as a
result of the matters alleged in the City's complaint and that
any such resulté or impact are solely and exclusively the fault
and responsibility of the trustees.

D. Alternatively, petitioners request that the Court enter
an judgment in favor of the trustees, the petitioners and the
class and against the City on all claims asserted in the
Complaint. .

E. That plaintiffs recover their costs of suit, attorneys'
fees and other reasonable expenses incurred in the prosecution
and defense of the claims at issue herein.

F. That petitioners and the class be afforded such other
and further relief as this Court deems just and appropriate in

the circumstances of this case.

Respectfully submitted,

CLINTON A. KRISLOV

Attorney for Intervening-Petitidners

-10-
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Clinton A. Krislov

30 South Wacker Drive
Suite 2900

Chicago, IL 60606
(312) 207-6543

Of Counsel:

SACHNOFF WEAVER &
RUBENSTEIN, LTD.

30 South Wacker Drive
Suite 2900

Chicago, IL 60606
(312) 207-1000

Attorney No. 24711
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STATE OF ILLINOIS )
) ss.
COUNTY OF COOK )

IN THE CIRCUIT COURT OF COOK COUNTY
COUNTY DEPARTMENT-CHANCERY DIVISION

CITY OF CHICAGO, a municipal

corporation,
' Plaintiff,

MARSHALL KORSHAK, et al,
Defendants.

)

)

)

)
- Vs - ) No. 87-CH-10134

)

)

)

REPORT OF PROCEEDINGS at the

hearing of the above-entitled cause before the
Honorable ALBERT GREEN, Judge of said Court, on

the 16th day of May, A, D. 1988, at the hour of

2:00 o'clock P. M.
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P RESENT:

THE HON. JUDSON H. MINER

Corporation Counsel, City of Chicago

BY MS. AMY LOUISE BECKETT

Assistant Corporation Counsel
appeared on behalf of the plaintiff,
City of Chicago;

JACOBS, BURNS, SUGARMAN & ORLOVE

BY MR. MARTIN J. BURNS
appeared on behalf of the Firemen's
Annuity Fund;

LAW OFFICES OF KEVIN M. FORDE, LTD.

BY MR. KEVIN M. FORDE
appeared on behalf of the Policemen's
Annuity Fund;

MAROVITZ, EDELSTEIN & MAROVITZ
BY MR. WILLIAM A. MAROVITZ
and
BOYLE & HEISS, LTD.
BY MR. FREDERICK P, HEISS
appeared on behalf of the Laborers
and Municipal Employees Annuity Funds;

SACHNOFF, WEAVER & RUBENSTEIN, LTD.

BY MR. CLINTON A. XRISLOV
appeared on behalf of the intervenors,
Ryan, et al.
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THE COURT: Good afternoon, ladies
and gentlemen. In the matter of City vs.
Korshak, 87-CH-10134, cross-motions to strike
and dismiss, would the attorneys please identify
themselves for the record?

MR. BECKETT: Good afternoon, Your
Honor. Amy Beckett for the City of Chicago,
plaintiff and counterdefendant.

MR. FORDE: Kevin Forde, F-O-R-D-E,
on behalf of the Policemen's Annuity Benefit
Fund.

MR. KRISLOV: Clinton Krislov on
behalf of the intervenors.

MR. MAROVITZ: William Marovitz on
behalf of the Laborers and Municipal Fund.

MR. HEISS: Fred Heiss, Laborers
and Municipal.

MR. BURNS: Martin Burns, B-~U-R-N-S,
on behalf of the Firemen's Annuity Fund.

THE COURT: All right. I have these
cross-motions. Let the record reflect that
on the first motion to strike and dismiss,

it's a motion filed by the various pension
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funds to strike the complaint for mandamus,
restitution, and other relief fiied by the
city of Chicago.

The court has reviewed the ori-
ginal complaint for mandamus, restitution, and
other relief, has reviewed the motion to dismiss
the City of Chicago's complaint filed by the
Policemen's Fund, Kevin Forde and Katrina
Veerhusen, and the defendants' memorandum
in support of that particular motion to dismiss.

I've reviewed the motion to
strike and dismiss filed by Michael A. Cohen,
et al, for and on behalf of the Firemen's
Annuity and Benefit Fund.

I have reviewed the Laborers
Board memorandum in support of the motion toO
dismiss and the reply to the city's memorandum,
the motion to strike and dismiss the complaint
for mandamus filed by the Municipal Employees
Annuity and Benefit Fund, and the Municipal
Employees memorandum in sﬁpport of the motion
to dismiss and reply to the city's memorandum.

I've reviewed the City of
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Chicago's memorandum in opposition to the defen-

dants' motion to strike and dismiss the city's
complaint, the defendants' memorandum in reply
to the City of Chicago's memorandum in opposi-
tion to the defendants' motion to strike and

dismiss the complaint, and lastly in this par-

ticular series, the memorandum and reply to the

city of Chicago's memorandum in opposition to
the defendants' motion to strike and dismiss
the complaint.

Have I got all of the pleadings
pertinent to the first motion to strike and
dismiss?

MR. BURNS: I'm not certaln that you

mentioned having read the firemen's memorandum.

THE COURT: You better believe I did.

It's in there.
MR. BURNS: Okay. Sorry, judge.
THE COURT: Now, as to the other
motion; that is,the cross-motions of the
various pension funds to strike the city's
motion to strike the various pension funds'

counterclaims, I have reviewed the original
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complaint for mandamus and restitution, the
verified counterg¢laim for injunction and other
relief filed by the Policemen's Annuity and
Benefit Fund, the verified countercomplaint
for injunction and other relief filed by the
Firemen's Annuity Fund, the verified counter-
complaint, counterclaim for injunction and
other relief filed by the Laborers and Retire-
ment Employees Benefit Fund, the verified
counterclaim for injunction filed by the Muni-
cipal Employees Annuity and Benefit Fund, the
city of Chicago's motion to dismiss the veri-
fied counterclaim for injunction and other
relief of Board members of the Police Annuity
and Benefit Fund, the City of Chicago's memo-
randum in support of the motions to dismiss
the verified counterclaims, the response to
the City of Chicago's memorandum in support

of the motions to dismiss the verified counter-
claims, the response of the Firemen's Annuity
and Benefit Fund Trustees to the City of
Chicago's memorandum in support .of motions

to dismiss verified counterclaims, the response
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to the City of Chicago's memorandum in support
of motions to dismiss verified counterclaims
filed by the Laborers and Retirement Board,
and the response to the City of Chicago's
memorandum in support of motions to dismiss
verified counterclaims filed by the Municipal
Employees.

I believe I have covered them all,
and I went through every one of them very care-
fully, and I numbered them chronologically,
so that I know I have them in the right se-
quence.

Let's address the first set
of motions, wherein the pension funds seek
to strike and dismiss the counter -- the
original complaint for mandamus and restitu-
tion filed by the City of Chicado.

T take it that since the Police-
men's Fund filed the first motion, that they
will be addressing it first.

T take it that the Firemen's
Fund will want to speak to it, and you'll

get equal time, Miss Beckett.
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T take it that the Laborers
and the Municipal Employees Funds want to
speak to the issue.

And I want to caution everyone,
please try not to cover what other counsel
for the other funds have already covered,
because I notice in many respects some of the
funds adopt the arguments of the others.

Mr. Forde, you're the movant.

MR. KRISLOV: If I might reserve,
we did not file a separate addition to the
stack of pleadings.

THE COURT: On behalf of the inter-
venors.

MR. KRISLOV: If I might reserve a
minute or two, if appropriate, to comment on
behalf of the intervenors separately, I would

like to.

THE COURT: Let's cross that bridge
when we get there.

MR. KRISLOV: Fine, Your HOnor.

THE COURT: Mr. Forde.

MR. FORDE: Yes, Your Honor. I am
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aware that you have read all that we have
written.

THE COURT: And more.

MR. FORDE: I will be very brief.
I'd just like to point out and emphasize that
we are here, the four of us who are supporting
the motion to dismiss, representing pension
and annuity funds.

We do not represent health and
welfare funds. The monies that are within the
responsibilities of these trustees were col-
lected for a very specific purpose, to provide
pension benefits, and the only way these monies
can be spent is for those pension benefits.

Now, the only reference any-
where in any statutes governing the expendi-
ture of funds by these trustees for health
and welfare benefits is the statute that we
quote in our brief that provides that there
shall be a levy for health and welfare -- for
health benefits that provides a specific amount,
$55 and $21.

THE COURT: You covered that in your
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brief, Mr. Forde.

MR. FORDE: And it provides for an
additional premium to be deducted from the
annuitants' checks, and that's the sole func-
tion, to deduct from the annuitants' checks
any additional premium that should be charged.

Nowhere in that complaint is
there any allegation that the trustees of the
Policemen's Fund or any of the other funds,
for that matter, ever failed to deduct from a
check an amount that was billed to them, a
premium billed to them by the city.

Everything the city has billed
has been paid. And the other point I'd like
to emphasize here is that the city has decided
to go into the insurance business in providing
the insurance for these annuitants and its own
employees.

This is purely a proprietary
function. They have elected to make this
coverage available.

Tt is no different, Your HOnor

I tried to think of a hypothetical, and it's

-—
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no different than if we had a situation where an
insurance company entered into an agreement
with a Bar Association under the terms of --
and under the terms of this agreement the Bar
Association would collect health benefits from
its employees as billed by the insurance com-
pany, and then ten years later the insurance
company comes to the present Board of Governors
of the Bar Association and says, "We didn't
bill you enough over those years. You now
have to pay it back."

Well, as a matter of fact,
that's exactly what the city is talking about
here.

They are suing these trustees
and they are alleging that these trustees
should take from their funds, the funds that
are presently there for all sorts of purposes --
all sorts of persons, for a specific purpose,
the pension and annuity benefits, and they are
saying, "We want you to take from those pension
funds that were collected for the entire

universe of your annuitants, and we want you
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to take that money and spend it for a completely

different purpose, and that purpose is health

benefits that we provided to some of that group,"”

because not all members participate.

That's part of the inequity
of the concept they're dealing with, but the
principal thrust is the trustees of the pension
fund have no obligation to deduct anything
but what the city billed them for, and there
is no allegation that they were ever billed
for any services other than what was specifi-
cally provided by statute.

THE COURT: Address Count 2, the
claim for restitution.

MR. FORDE: Pardon?

THE COURT: Address Count 2, the
claim for restitution.

MR. FORDE: With respect to the --
with respect to the restitution -- and we've
discussed this at length in our brief, but
to have the trustees repay all of these funds
from prior years for benefits that went --

the trustees didn't receive these benefits.
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If anybody -- if the city had a
claim against anybody, it would be the annui-
tants who didn't -- who they claim didn't pay
a sufficient premium.

They have completely sued the
wrong person. I don't think they have a claim
against anybody parenthetically, but insofar
as dealing with the complaint that is presently
before Your Honor, if there were a proper
party, it would be the annuitant who should
have received the bill and whose benefits
would have been reduced to pay the city its
premium, but here -- that's what I was getting
to with my Bar Association analogy.

Members of the association
who may long have been deceased are the ones
who received this benefit that they want --
that they make the claim of restitution against,
and it would be improper to sue the Board of
Trustees of the Bar Association for claimed
benefits that were received by some of its
former members or current members, and that's

the situation we're in here.
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If they had a claim against
anybody, it would be the annuitants who received
these benefits.

THE COURT: I will give you an oppor-
tunity also to answer the charge that whatever
they have done was illegal, there was no appro-
priation, they contend, and I know about the
alleged appropriation of 1985.

Would you address that issue?

MR. FORDE: I think that goes more
to the -- if you look at that claim for resti-
tution, I don't think that comes into play.

I+ does insofar as their motion
to -- that's the defense to our case and, 3
first of all, we disagree with it.

Second, it's their burden to
plead and prove it. We have alleged the ele-
ments of contract in our complaint, and their
defenses --

THE COURT: 1I'll give you an Oppor-
tunity on the next motion. Do you have
anything to add for the firemen?

MR. FORDE: Your Honor, one final
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point I was going to make --

THE COURT: Sorry. I didn't mean to
cut you off, Mr, Forde. Go ahead.

MR. FORDE: The one or two final
points I was going to make on a couple of
aspects of the complaint, which we treat
in our brief, one year -- everything after
nineteen or before 1982 is obviously barred
by the Statute of Limitations, anyway, and
the claim for prejudgment interest is obviously
barred, but those have been treated in the
briefs.

THE COURT: They have been reviewed
by the court. Mr. Burns, anything to add on
behalf of the firemen?

MR, BURNS: Yes. I have been trying
to determine whether I could add anything,
judge.

I think I would only say this.
With respect to Count 2 and seeking restitu-
tion, it's helpful to keep in mind that the
fund's function, as Mr. Forde has indicated,

is to act as kind of a liaison between the
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city and the peneficiaries; that is, the re-
tired annuitants and theilr families.

The city sets the rates to be
paid by those annuitants. The funds do not.
The city in its brief acknowledges that fact.

That's not at issue here. And
in connection therewith, let's assume that
something was done improperly.

The beneficiary of that impro-
priety was not the fund but the individuals
who incurred health care costs that were paid
by the city to the hospital or to the doctor

that provided the care.

Now, some of those beneficlaries

of that city action are deceased today, I
mean, I would assume, Or at least the facts,
I think, would establish that, so it seems
to me that the city cannot look to the funds
if the city made a mistake.

With respect to Count 1 in
mandamus, I would only point out to the court
that the situation -- the facts would show

what the situation was, and it's really not
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in dispute before the statute in 1983 and post-
statute.

Nothing changed. And we submit
that in 1983, at that time the city, in fact,
had a contract with insurance carriers,
specifically with Blue Cross and Blue Shield
and with Bankers, and we were, in a sense, and
our annuitants particularly were the third-
party beneficiaries of those contracts, but
that the funds were in compliance with the
statute.

THE COURT: Mr. Heiss, Mr. Marovitz,
anything to add for and on behalf of the Laborers
and Municipal Employees?

MR, HEISS: Yes. And I am aware
that I'm not to be duplicitous, but in a
couple instances I may have to be, only
because we're looking at the Municipal and
L.aborers, and they're identical at this point
in their statutory obligation of the trustees.

As has been indicated, the
rates have been in place and the benefits

have been in place since the rates have been
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in place, since 1982.

In 1985 the Illinois General
Assembly amended the pension code for one
purpose and one purpose only, and that was
to grant to any annuitant age 65 years with
15 years of service a supplement to his annuity
in the form of making a payment toward his
premium rate.

That 65/15 is very important,
because there are many people who are in the
health care plan who are paying premiums who
retire at 55 years of age, and that's a big
difference to consider, that the city is indi-
cating that these trustees in the complaint
for mandamus must go out and purchase insurance
for people that are never evehn referred to
in the statute, and it's very plain in the

statute.

It's not a matter of construc-
tion. TIt's very plain in the statute. At

65/15 you simply get a §25 supplement.

All those other annuitants --

those other annuitants are still part of the
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plan by virtue of the city, and what's important -
what's important about that is intertwined

through all of these arguments that the city

has made, they try to lump all these things
together, to push it together, and you can't.

vou can see what the Legislature --
the General Assembly intended when you just
look at that paragraph, and that's why I think
that when the court enters an order, the order
ought to be dismissing that count with preju-
dice, because I don't think it could ever be
amended to say, okay, we'll include -- we'll
permit them to include 65 and 15, those people,
because the intent was a supplement, not to
get insurance for those people.

I have nothing -- those samne
arguments apply along with the arguments of
Mr. Burns and Mr. Forde.

Their claim for restitution
against the funds, the funds only have an
obligation to permit that supplement for those
individuals who are 65 and 15 years of service,

and that's a portion of the retirees, and the
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funds have done that, so there is no way that
they could recover, and even an amendment as
to that count would be contrary to the legis-
lative intent, which is very obvious from a
reading of the statute, because it's an attempt
to take -- it's an attempt to take active
contributions that are used and projected
for future benefits to make health care benefits
out of the funds that were indicated -- I mean,
as Mr. Forde indicated, there was no basis for,
and that would apply, of course, equally to
Laborers and Municipal, because they both
have the 65.

Thank you.

THE COURT: Miss Beckett, they have
consumed 17 minutes, and I will give you equal
time on the first set of motions,

You may respond.

MS. BECKETT: As Your Honor is fully
aware, this first motion 1is one pursuant
to the Illinois Code of Civil Procedure,
Chapter 110, Section 2-615.

The only question before Your
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Honor is whether the city's complaint states

a cause of action.

All I've heard today have been
a lot of arguments that go to the merits of
this case.
The defendants will all have
plenty of opportunity to argue the merits,
be it by way of answer OFY affirmative defense,
after such time as this motion has been decided.
All that the city need plead in
order to state a good cause of action for
mandamus is a clear legal right and a clear

legal duty.

T've cited you the cases to that
effect. There's no question that the city's

a proper plaintiff to assert this right.

There's no question that these
are proper defendants from whom to have this

duty performed.

I have to respond regarding the
mandamus count to a couple of statements made
by Mr., Forde.

First of all, he alleged that
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the city is going into the business of providing
health care in a purely proprietary capacity.

No, 1, I have to note that that's
a defense, that that does not go to the question
of whether the city has asserted a good cause
of action.

No. 2, at any rate, it's note-
worthy that he can't cite a single case for that
proposition.

He argues an analogy today that
we didn't see in the briefs, but he certainly
can't cite you any authority for the proposi-
tion that what the city's doing is in a proprie-
tary and not a governmental capacity.

At any rate, the city between
the years of 1980 and 1987 never passed a
prior appropriation, with the possible excep-
tion of 1985, to support what they term a
business undertaking.

I'd 1like to respond to the argu-
ments of Mr. Heiss briefly. He expounded on
the question of a statutory interpretation

by discussing legislative history.
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Again, this is not an evidentiary
hearing. There has been no evidence tendered
regarding the legislature's intent.

That's not before this court.
What's before this court is whether the city
has stated a cause of action for a mandamus
in Count 1.

In Count 2 the question is
whether we have stated a cause of action for
mandamus.

Quite simply, what we've pleaded
is that there was an expenditure that would
not have been made but for the dereliction
of the funds' duties.

Therefore, we seek from the
funds restitution of these monies.

THE COURT: Anything else?

MS. BECKETT: No. I'd be happy to
entertain any gquestions, however,.

THE COURT: I'm aware of your argu-
ment. You covered it in your brief. You
attack all of their pleadings, saying that

they mix 2-615s with 2-619s, and I know of
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the prohibitions against same, but I want to

admonish both sides, you both did it.

You both mixed 2-615s and 2-619s,

and T used 2-615s in the pure sense and only
checked to see if there was a cause of action
set forth.

The others, if I have to, I'll
address 2-619s. Now, there's still one big
motion pending before us.

That is the city's motion to
strike and dismiss all four counterclaims.
And I've read all of the briefs, and it's your
turn first, Miss Beckett, because I will ad-
dress the entire thing at one time.

MS. BECKETT: Again, Your Honor, as
I argued in responding to the motion to dis-
miss, I will argue in further our motion to
dismiss.

The question is whether under
Rule 2-615 a cause of action for injunctive
relief has been stated.

We have argued extensively in

our brief that the four elements of a cause
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of action for injunctive relief are not met,
that there's no clearly ascertainable right,
that they failed to allege any facts to the
cffect that there would be irrepairable injury,
or that there's no adequate remedy at law.

All that we see are conclusions
and that there is no likelihood of success.
First, there is no ascertainable right for
the relief they seek overall, because there
is no prior appropriation, and that's a theory
that the city has argued extensively and sup-
ported with reference to the Illinois Municipal
Code, with reference most particularly to
the Diversified -Computer case, also the
T1linois Patrolmen's Association -- excuse
me, the Chicago Patrolmen's Association case,
and most recently the decision handed down
by the Illinois Appellate Court, the Kinzer
case, all of which stand for the proposition
that any contract made in the absence of a
prior appropriation is ultra vires, without
proper authority of law and, therefore, not a

good contract.
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This resonates throughout the
complaints for several reasons. Let's look
at Count 1.

They allege that there's been =--
Count 1 fails to state a claim for breach of
a term and condition of employment, first of
all, because of the failure of the city to
have a prior appropriation; but secondly,
because the parties don't allege the elements
of term and condition of employment.

Instead, they allege what they
call common knowledge on the part of certain
city employees.

This is conclusory. This is
vague. This is not factual, and this doesn't
amount to a term or condition of employment.

Again, referring back to the
failure of the city to have a prior appropria-
tion, there's an element of reliance that the
parties allege here.

Any reliance on -- that amounts
to common knowledge doesn't satisfy the stan-

dard of pleading for this Count 1, but
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furthermore, the reliance was misplaced in

that there was no legal prior appropriation.
Finally, with respect to Count

1, no labor agreements are alleged by any

of the parties with the exception of the

firemen, and that labor agreement is not uni-

versal in its application.

Count 2 fails to state a claim
for breach of an implied contract. Now, the
court must know that there are two types of
implied contract, one implied in fact and one
implied in law.

This distinction was not made
in the pleadings. It was made, however, in
our briefs and addressed in the responsive

briefs.

Very briefly, a contract implied
in fact must meet the same elements of an

express contract.

You have to plead offer, accept-
ance, and consideration. These complaints

were rife with conclusions.

They failed to state facts.
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They were vague. They did not meet the standard.
Furthermore, you cannot imply a contract 1f it
would be illegal if expressed.

We have already dealt with that.
A contract implied in law, the second kind of
implied contract, seeks an equitable remedy.

I would submit that is duplicate
relief, duplicative of Count 4, which seeks

equitable estoppel.

In the end, the same relief is
sought. The parties seek to estop the city
to continue ar to prevent it from stoﬁping
continuing a practice that there was no jus-—
tifiable reliance in believing it would continue.
count 3 falls to state a claim
for breach of express contract. Now, although
not clearly pleaded as such, apparently Count
3, at least with respect to the Policemen's,

Laborers, and Municipal Funds, is an alternative

claim for relief.

What they seek there is merely
additional time to go out and find private

sources of insurance.
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They say that, although there
is a document they call a contract, the term
that they claim was breached is not expressed

in that contract.

First of all, we have two responsSes.

First of all, as with any other claim pro-
pounded by the parties here, if there's no
appropriation, you can't base a contract on it.

Secondly, the relief they seek
in Count 3 is moot. The funds have had more
than seven months in which they can go out
and seek private insurance, if that's what
they want.

Now, they made some highly in-
appropriate references to settlement discussions
in their briefs.

Even assuming that it were
permissible to do so, the fact remains there's
no guarantee that a case will settle.

There's no guarantee of how
it will come out in court. It seems to me
that the only reasonable approach to this

question on the part of the funds was toO go
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out and continue their program of contacting
private insurance companies and making use

of the seven and a half months in which they've
had to do so, rather than coming in and seeking
an injunction for additional time, relief that
they have already obtained.

Finally, with respect to whether
they've even stated a cause . of action for breach
of contract; when you look at the annuitant
medical benefits plan that was attached and
analyze it under the tests set forth in the
Duldeleo case, we'll see that the Duldeleo
case 1s an opposite.

It relates to employee handbooks,
not handbooks handed out to retirees. Even
if the case did apply, the situations are
sufficiently different that this particular
handbook did not meet the elements of Duldeleo
which we set forth at Page 11 of our brief.

Finally, a wrapup on Count 4,
The funds failed to state a claim for estoppel
against the city.

First of all, estoppel is not
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available agalnst a municipality, except in
very limited circumstances, which don't apply
here.

The theory is that a government
or a municipality guards the city treasury
and that you can't use estoppel or laches or
any of those equitable defenses against the
city.

The funds come back and attempt
to claim that the city's acting in a proprie-
tary and not a governmental capacity.

T addressed that earlier in the
argument regarding our mandamus claim. The
funds attempt to plead that because the city
repeatedly violated its own rules that, there-
fore, it waived any attempt to enforce them.

T submit that repetition does
not rehabilitate, that the fact that the city
may have repeatedly processed insurance claims
doesn't mean that it was any the more legal
a situation. .

Without an appropriation, you

can't have estoppel. There was no justified
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reliance.

Section 817 of the Illinois
Municipal Code is clear on this, as are the
cases that I cited earlier.

For all these reasons, we ask
that the court dismiss all four counterclaims
for failure to state a cause of action for
injunctive relief.

THE COURT: All right, Mr. Forde.
Miss Beckett only used about 13 minutes in
her argument on this, and I'm going to divide
that time between all of you.

Mr. Forde, it's your turn to
respond.

MR. FORDE: I'll be very brief,

Your Honor, and in fact, I'll use most of it

to get back to a point on the motion to dismiss

their case.

Your Honor emphasized and Miss
Beckett emphasized that we're here on the
motion to dismiss for failure to state a
cause of action, the 615 motion, and if you

look at the complaint -- I'll use that as an
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example -- the complaint in Count 2 for resti-
tution, all that is alleged by the city there
is that there was an improper expenditure of
city funds and that the city wants or has a
right to get the funds back.

It never says from whom. And
you have to state a cause of action against
these defendants, and whether they can state
a cause of action against some other defendants
is not for the court to decide today, but cer-
tainly they haven't even attempted to allege
a cause of action against these defendants.

With respect to the response
to the city's motion to dismiss our counter-
claim, Miss Beckett's argument is essentially --
on all aspects of it is essentially that
there was an illegal appropriation.

For reasons we discuss in our
brief, we disagree. We believe these expendi-
tures were raﬁified, and for other reasons that.
argument isn't available, but that would be
an argument that would come to them as an

affirmative defense in their answer at some
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later time.
Tnsofar as the injunction is
concerned, I can't conceive of a case that
is more ripe for injunctive relief, when you
have the threatened irrepairable harm that we
present the court with here, the dire circum-
stances that would occur if the city withdrew
these benefits without adequate time to resolve
or provide for -- make other provision for
these benefits if it is determined that the
city is not obligated to provide them, and
we believe the city is obligated to provide
them, and that's the essence of the complaint.
A policeman goes to work every
day with the understanding in his mind that
one of the benefits, one of the few benefits
of the job, is that once he retires, he knows
that his health benefits for himself and his
family will be covered for the rest of his
1ife, and that's a very significant asﬁect
of his employment contract with the éity,
and we will prove that at the time, and we

will meet the illegal appropriation argument
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if and when it's made as an affirmative defense
by the city.

THE COURT: The Firemen's Fund, do
you have anything to add?

MR. BURNS: Well, two brief points,
judge.

THE COURT: In your pleadings you
adopted most of his arguments. GO ahead.

MR. BURNS: Yes, we attempted to re-
duce the paper that was submitted, although
one would probably dispute that, one like
yourself, who had to read it all.

THE COURT: When you try to reduce

the paper, you also reduce the words and argu-

ments.
Go ahead.
MR. BURNS: I just would make two
points, Your Honor. One, Miss Beckett refers

to inappropriate or improper references toO
settlement discussions.

I submit nothing improper has
been done by counsel for the various funds.

This court's been aware of settlement
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discussions.

The references in the briefs go
to action by the City Council, which is indepen-
dent of any settlement of a court case.

The other point I would make
is the reference to the labor agreement,
which I think is clear from the pleadings in-
volves only the firefighters, that specifically
covers firefighters to age 65.

The rates set forth in that
labor agreement, which incidentally has now
been renewed and is awaiting ratification,
those rates are set by the city.

And it shows, I think, the
existence of the plan for the annuitants,
and I think that our allegations establish
beyond any doubt that if we can prove the
facts as alleged, that we will show that there
is a contractual right as a post-employment
benefit and that -- well, that the court
should issue relief, injunctive relief, because
of the immediate need that will exist as of

the end of May, unless the City Council acts
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independently.

THE COURT: Anything on behalf of
the Laborers and Municipal Employees?

MR. HEISS: One small point that
I think is a major point. Counsel is referring
to the handbook.

You've got Daldeleo, if I
pronounced it right.

THE COURT: The St. Mary of Nazareth
case. Go ahead.

MR. HEISS: Yes, that's what I would
refer to it, St. Mary's. In that case they
alluded to the fact it has to be an employee
handbook.

It's an employee handbook or
policy statement, and all the exhibits are
attached to the petition, and that would
surely indicaté the policy statement that
existed for many years.

MR. MAROVITZ: I would add, Your
Honor, just in commenting on Miss Beckett's
defense to our motion to dismiss, she states

that all she has to show -- all the city has
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to show is that there's a clear legal right
and a clear legal duty.

It seems to me that nowhere
at all has she established that there was any
breach of any clear legal duty by any of the
fiduciaries, the trustees of any of the pension
funds.

THE COURT: Miss Beckett, I take it --
you're not in the case. Miss Beckett, I'm
going to give you an opportunity to reply
to these responses, because I noted you were
making notes.

Go ahead.

MS. BECKETT: Yes,., First of all,
let me reiterate that while the funds plead
in a conclusory fashion that there's a threat
of irrepairable injury, they don't plead any
facts to support that.

They don't show that there are
no alternative sources of insurance, nor do
they show what dire circumstances their
annuitants would be.left in were the city to

succeed in its plan of action.
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Furthermore, they have had
more than seven and a half months to rectify
that situation.

Mr. Forde talked about the

average cop on his beat and that one of the

few benefits of his job is the apparent promise

of future health care.

At least he said there's an *®
understanding in his mind. First of all, I
might point out that, as Mr. Forde says, it's
only in the policeman's mind.

It's certainly not in the 50

page document that we know as in some years

the blue book and in some years the green book.

Secondly, I would argue that
there are more than just a few benefits to the
job.

There are an awful lot of
chapters to that labor agreement laying forth
an awful lot of benefits for the policemen
that they -- that their Fraternal Order of
Police bargained long and hard for and the

city bargained long and hard for.
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The labor agreement attached
to the firemen's countercomplaint for injunc-
tive relief makes some mention of annuitant
health care, but it ends at age 65, and so
if there's any contractual protection, it's
only for a three year window between the ages
of 63 and 65.
That doesn't establish a life-
long contract.
MR. BURNS: Excuse me. That's not a
true statement of fact.
THE COURT: I've reviewed the statutes.
Go ahead. Anything else?
MS. BECKETT: Yes. I maintain
that it is inappropriate to refer in briefs
that are arguing whether a cause of action
has been stated to refer to the contents of
settlement discussions, not the fact of
settlement discussions, which, of course,
we have informed this court of in open court.
And secondly, the actions of
the City Council were taken with full reservation

of rights by the city and the defendants with
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respect to their various claims.

That's an erroneous argument on

the part of Mr. Burns. We have nothing further.
THE COURT: I would like to state

this for the record. This court does not live

in a vacuum, and I've been privy and conversant

with a lot that's been going on in this particu-

lar case,.

I have set these two sets of
motions specifically for today. I have reviewed
all of the pertinent pleadings, and you've
all agreed that I've reviewed them, and I
have listened to your arguments, and I full
well know the time constraints that we are
confronted with, that May 31st being a deadline
date, so to speak.

As to these motions, this matter
comes before this court on the defendants'
four separate motions to dismiss the City of
Chicago's complaint for mandamus, restitution,
and other relief.

The city concurrently brings

its motion to dismiss the four separate
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counterclaims filed by the defendants.

The defendants to this action
are the Board members of the four separate
annuity and benefit funds for policemen,
firemen, municipal employees, and the laborers,
and Retirement Board employees.

Plaintiff brought this action
seeking a writ of mandamus to compel the
funds' Boards to enter into contracts for
group health care for their funds' annuitants
pursuant to their statutory obligations.

The authority creating these
fund Boards is found in Articles 5, 6, 8, and
10 of the Illinois Pension Code, the Illinois
Revised Statutes, Chapter 108 1/2.

Relevant sections of this
chapter set forth the obligations of the Boards
governing these funds.

The Policemen's Annuity Fund
Act, Illinois Revised Statute, Chapter 108 1/2,
Section 5-167,and the Firemen's Annuity Fund
Act, Chapter 108 1/2, Section 6-164.2, singe

January 12, 1983 have provided in relevant
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part for the funds to enter into a contract
with an insurance carrier to provide group
health insurance for all annuitants.

It states, quote, "The Board
shall pay the premiums for such health insurance
for each annuitant with funds provided as
follows. The basic monthly premium for each
annuitant shall be contributed by the city
from the tax levy prescribed in Section 5-168
up to a maximum of $55 per month if the annui-
tant is not gqualified to receive Medicare
benefits or up to a maximum of $21 per month
if the annuitant is qualified to receive
Medicare benefits."

It goes on, "If the basic monthly
premium exceeds the maximum amount to be con-
tributed by the city on his behalf, such excess
shall be deducted by the Board from the
annuitant's monthly annuity, unless the annui-
tant elects to terminate his coverage under
this section, which he may do at any time."

The statutory provisions estab-

lishing the Boards for the Municipal Employees
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and the Laborers and Retirement Employees
have been in effect since 1985, Illinois
Revised Statutes, Chapter 108 1/2, Section
8-192 and Section 11-181.

These two funds draw their
authority from Section 8-164.1 and Section
11-160.1, which are identical and provide
that; one, each annuitant who is over 65 years
of age and had at least 15 years of municipal
employment may participate in a group hospital
care plan and a group medical and surgical plan,
a plan approved by the -- in a plan approved
by the Board; two, the Board is authorized
to make health insurance payments from the
city's tax levy up to $25 per month per annui-
tant; and three, if the monthly premium exceeds
the $25 statutory authorization; one, the
excess may be deducted from the annuitant's
annuity at his election, or else; B, the
coverage shall terminate.

Count 2 of the plaintiff's
complaint seeks to recover funds which the

city alleges it wrongfully expended without
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a statutorily required appropriation on behalf
of annuitants of the four funds from 1980 to
the present.

The annuitants of all four funds
have been receiving health insurance through
the city, which is a self-insurer.

The funds allege that approxi-
mately 26,000 persons, including annuitants,
their surviving spouses, and dependents,
participate in the program.

The city alleges that its
excess costs for health insurance on behalf of
these annuitants for the period 1980 through
June 1987 total approximately 58.8 million
dollars over and above the premiums paid by
the funds for the annuitants' health insurance
costs.

The Policemen's Fund in its
memo in support of its motion to dismiss
alleges the following; that since 1964 many
of its fund annuitants have participated in a
group medical benefits program sponsored by the

city, that the program has been administered
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on a self-funded, quote, "claims made," close
quote--and I emphasize claims made -- basis
since the mid-1970s, that there is no insurance
policy issued by an insurance company tO cover
claims made by the annuitants, that, rather,
when a covered claim is submitted by a covered
individual, whether an active employee or a
covered annuitant, the city simply reimburses
the private carriers which, as the city's
agents, administer the program and pay the
claims made by the covered individuals.

The memo further alleges that
the monthly rates charged by the annuitants
were periodically increased bethen the mid-
1960s and April of 1982.

Since the program became self-
funded, the city has been paying a portion of
the costs of the annuitants' medical benefits,
and the fund has deducted the premium specified
by the city.

The Policemen's Fund alleges
that the city established monthly premiums

for the annuitants which have remained unchanged
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from their effective date of April 1, 1982
until the present date, notwithstanding the
fact that the actual cost of the annuitants'
coverage increased dramatically during that
period.

Since 1982 the city has paid
the cost of the fund's annuitants' medical
benefits to the extent 1t exceeds the estab-
lished premiums.

The Policemen's Fund memo fur-
ther alleges that the fund was never directed
by the city to make deductions for retired
employees nor to increase the amounts being
deducted from the annuitants' monthly checks
for the cost of their dependents' health

benefits.

In mid-October of 1987 the fund®'s

executive director received a letter from
the city corporation counsel advising the
fund that from 1980 to the present the city
paid health care costs for the annuitants
of the four pension funds in excess of the

contributions made by the funds for the costs.

A 289



2013-CH-17450
PAGE 49 of 72

ELECTRONICALLY FILED
1/13/2016 4:07 PM

48

The letter stated that the city
viewed the quote, "payments," close quote,
as illegally made and had, therefore, filed
suit seeking to recover the monies plus interest.

Finally, the letter advised the
funds that the city would cease making health
care payments to pension fund annuitants as
of January 1, 1988,

The motions to dismiss filed
by the other three funds allege virtually the
same facts.

As to Count 1, the funds allege
that the city has failed to state a cause of
action for its writ of mandamus.

First, they argue the city is
not the proper party to seek a writ of mandamus,
because the city has no legal right to compel
the funds' performance of their statutory
duties.

Defendants urge that the statute
addresses group health insurance for the
funds' annuitants and directs the Board to

take certain actions with respect to that
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coverage.

They argue that the city itself
is given no rights, duties, or responsibilities
with respect to the annuitants' health insurance
coverage,

Defendants allege that thus
the city has no right to seek a writ of manda-
mus to compel the Board to act under the statute.

Secondly, the defendants urge
that even assuming the.city has standing,

a writ of mandamus 1is not available to compel
the discretionary acts described in the statute.

The statute requires the funds
to select a carrier to provide health insurance
to the annuitants and to enter into a contract
for such coverage.

The statute specified many
criteria to be considered in selecting a
carrier,

Defendants urge that the dis-
cretion reguired of them to do so is not
proper subject matter for a writ of mandamus.

Third, the defendants urge that
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the plaintiff's Count 1 is further deficient
in that it fails to allege facts demonstrating
defendants have breached their duty to enter
into a contract.

Defendants argue that facts
alleged by plaintiff actually demonstrate
that the funds have fulfilled their duty to
contract for insurance, as their annuitants
have been receiving health insurance through
the city's self—insurance program.

Defendants argue that the
city is the carrier for their annuitants'
insurance.

This court agrees that the
city's Count 1 fails to state a cause of
action for a writ of mandamus to issue.

Its conclusion that the defen-
dants have not performed their statutory duty
to contract with an insurance carrier is
contradicted by its own factual allegations
that the annuitants have, at all relevant
times, been covered by the city's own plan.

Clearly, the city has acted
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as a carrier to the annuitants. In addition
to being factually deficient, this count is

defective in that plaintiff has no standing

to compel the funds to perform under the statute.

The city's argument that it is

a proper plaintiff because it is asserting a,

gquote, "public right," must fail for two reasons.

First, the city as an entity
is not a member of the public and, therefore,
does not have an interest in this matter suffi-
cient to afford it standing; and secondly, the
right it attempts to assert does not, in fact,
belong to the public but to the annuitants of
the four funds.

Mandamus is a summary writ issued
from a court of competent jurisdiction. It
commands the officer to whom it is addressed
to perform some specific duty which the peti-
tioner is entitled by right to have performed
and which the party owing the duty failed or
refused to perform, and I cite People, ex. rel.
Williams vs. Daley, 14 Il. Ap. 3d 627.

However, mandamus will not lie to
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compel that same officer to undo an act he has
already performed and perform it in another
manner, and I cite Hiawatha Community School
District vs. Skinner, 32 Il. Ap. 24 187.

This is precisely what plaintiff
seeks to do here, and it is not appropriate.
Further, the petition must show the petitioner's
interest in the action.

If the object of the petition 1is
the enforcement of a public right, the petitioner
need only show that he is a member of the public
and that the public is entitled to the enforce-
ment of that right, citing Retail Ligquor Dealers
Protective Association of Illinois vs. Schreiber,
328 Il. 454.

The city claims fails both these
tests. It is essential that a petition for
mandamus show a demand for performance of the
act and a refusal of the demand or that the
demand is unavailing.

If this element is not included,
and no valid excuse exists, it may be fatal to

the petition, and I cite Pople, ex. rel. Endicott
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vs. Huddleston, 34 Il. Ap. 3d 799.

For all these reasons, this court
finds it must dismiss plaintiff's Count 1.
Thus, the court does not find it necessary to
consider defendants' arguments as to laches,
the Statute of Limitations, or estoppel as to

this count.

Ccount 2 of the city's complaint
purports to state a claim for restitution.
Defendants in their motions to dismiss Count 2
attack it as being both deficient and defective
for several reasons.

First, they claim the city has
failed to allege sufficient facts to state a
cause of action against the defendant.

First, it is important to note
that the equitable remedy of restitution has
its basis a theory of contract -- it has as its
basis a theory of contract.

Although plaintiff never pleads
any facts alleging that a contractual relationship
existed between the city and defendants, it

comes now seeking a remedy grounded in contract
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Instead, the city merely alleges
that it has spent money for the funds and for:
the benefit of these annuitants and dependents
from 1980 through June of 1987 without an appro-
priation by the corporate authority, as required
by statute.

The city claims it has spent ap-
proximately 58.8 million dollars on behalf of
the pension funds for their annuitants over and
above the premiums paid by the funds.

Considering a Section 2-615
motion to dismiss, a court must accept as true
all facts well pleaded as well as reasonable
inferences which can be drawn from these facts,
and I cite Sharp vs. Stein, 90 Il. Ap. 3d 435.

Having done so, this court must |
agree with the defendants tﬁat the city simply
has not pleaded its facts sufficient to state
a claim for restitution.

Central to such a claim is an
allegation of unjust enrichment. Even this

basic element has not been pled.
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Having found the city's Count 2
deficient, this court will, nonetheless, also
consider its defects alleged by the defendants.

The funds argue that they are not
proper defendants here because legally the funds
have no right or authority to use the assets --
and I emphasize the assets -- of the funds to
pay for health care benefits.

They urge that the statute only
requires the funds to make certain defined
payments for premiums, certain deductions from
individual annuitants.

Further, the funds assert that
it would be inequitable to pay the damages
alleged by the city from the funds' assets,
because many of the annuitants do not partici-
pate in the city's health benefit program.

This court finds that the defen-
dants are not the proper parties for the plain-
tiff to seek restitution from.

The city urges that defendants'
affirmative defenses of laches, the Statute of

Limitations, and estoppel cannot lie against
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it as a public body.

However, the law provides excep-
tions to this general rule when a public body
acts in a proprietary, as distinguished from
its governmental, capacity, citing Hickey vs.
Illinois Central Railroad, 35 Il. 2d 427.

This court has determined that
the opergtion of a self-insurance program more
properly fits in the mold of a proprietary act.

Further, the city's argument that
the illegality of the ultra vires nature acts
makes it immune to the equitable defenses raised
by the defendants 1is not persuasive.

Accordingly, this court finds
that the defendants have properly raised these
equitable defenses and that they effectively
bar and defeat the claim based on the city's
count 2, and for those reasons this court shall
also dismiss Count 2 of the city's complaint.

Now, I will address the city's
motion to dismiss the four separate counter-

claims.

The defendant funds each brought
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a counterclaim seeking to enjoin the city from
terminating the annuitants' medical coverage
and to stop paying most of the cost of that
coverage.

The counterclaims allege in sepa-
rate counts that; first, the city has breached
a term and condition of employment; second,
the city's intent to terminate coverage is a
breach of an implied agreement; third, breach
of contract based on the city's annuitant medical
benefits plan; and fourth, equitable estoppel.

Alternatively, the complaints
seek to enjoin the city from terminating cover-
age until the funds are able to contract for a
similar medical benefits coverage with a private
insurance carrier.

The city brings its motion to
dismiss the four counterclaims for failing
to state a cause of action on which injunctive
relief may properly be granted.

Particularly, the city alleges
that the claims do not plead sufficiently that

irrepairable harm will result from a failure to
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grant injunctive relief or that no adequate
remedy exists at law.

As to each count, the city alleges
defendants have failed to plead the elements
of either an implied contract or an express
contract existing between the parties.

The city further argues that
even if such elements were sufficiently pled,
no cause of action can lie because such contracts,
if any, were not lawfully made by the city.

The city urges that its expendi-
ture of the monies, absent required statutory
prior appropriations, renders any contract,
implied or otherwise, null and void.

The city further argues that the
Boards have no standing on behalf of annuitants
to assert these claims.

The city attacks the counter-
claims' counts which seek equitable estoppel,
urging that there could have been no justified
reliance on expenditures made without prior
appropriation.

Finally, the city argues that
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the ultra vires nature of its acts preclude
the applicability of equitable estoppel.

The court will address first the
issue of standing. The city urges that the
claims, if any, belong to the annuitants and not
the Board.

Defendants argue that both the
Boards of the funds and their annuitants have
an interest here.

They argue that because the
statutes grant them authority to enter into
contracts with one or more carriers to provide
health care insurance to the annuitants, and
it is their opinion that they have done so
with the city as.a carrier, thus the Boards
are the real parties in interest here as to
any issue regarding whether the city is obli-
gated to continue to provide that insurance.

This court finds the defendants
have standing to bring these claims against
the city.

The Illinois Revised Statutes,
Chapter 17, Paragraph 16.65, gives trustees a
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specific statutory power to sue in a representa-
tive capacity on behalf of a trust.

Defendants here have by statute
been placed in a trustee relationship to their
respective annuitants.

Secondly, the city urges that
the defendants have not sufficiently pled a
cause of action for injunctive relief.

This court must disagree. Defen-
dants have pled facts on four separate theories
which, if proved, would establish that a
protectable right or interest exists.

Additionally, facts set forth
establish that irrepairable harm would result
if the city is allowed to terminate coverage.

The annuitants would be at risk
for any health care costs which might occur

while they are uninsured.

Further, the task of obtaining
new coverage, especially for these retirement
age annuitants, would be made even more diffi-
cult if the city were simply allowed to drop

them.
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Accordingly, the impending threat
that the city will terminate coverage renders
any remedy at law inadeguate here.

The standards for preliminary
injunction are set forth in Eleven Homes, Inc.
vs. 0l1ld Farm Homes Associates, 111 Il. Ap. 3d 30.

They are; one, that he possess
a clearly ascertained right which needs protec-
tion; two, that he will suffer irrepairable
harm without the injunction; and three, that
there is no adequate remedy at law for his
inquiry -- injury, and that; fourth, that
he is likely to succeed on the merits.

Defendants have satisfied these
requirements. The city next attacks Counts
1, 2, and 3 of each countercomplaint, claiming
they fail to state a cause of action against
the city.

When considering a Section 2-615
motion to dismiss, the trial court must accept
as true all facts well pleaded as well as
reasonable inferences which can be drawn from

those facts, and once again I cite Sharp vs.
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Stein, 90. Il. Ap. 3d 435.

Having done so, this court finds
that the counterclaims have sufficiently pled
causes of action sounding in breach of a term
and condition of employment, breach of an im-
plied contract, and breach of contract.

The city argues that even if

this court finds that defendants have stated

a claim for breach of a contractual relationship,

it must then find that contract void for ille-
gality or unenforceable because it was an ultra
vires act by the city.

As to the alleged ultra vires
nature of the city's action, this court dis-
agrees.

The state statute specifically
allows municipalities to provide various types
of group insurance for their employees, and I
cite Illinois Revised Statutes, Chapter 24,
Section 10-4-2 of the Illinois Municipal Code.

Additionally, as a home rule
unit, the city is entitled to, quote, "exercise

any power and perform any function pertaining
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to its government and affairs," close dquote.

That's the Illinois Constitution,
Article 7, Section 6-A. Therefore, it 1is well
within the ambit of the city's authority to
provide health care benefits to retired employees.

The city has not adeguately demon-
strated to this court that illegality should
defeat defendants' claims for injunctive relief.

T+ is merely stated in a conclu-
sory manner that the city's provision of health
care benefits to the funds' annuitants was
illegal because the monies were spent without
a prior appropriation.

Even this is not clear where
defendants have alleged that funds were speci-
fically appropriated for the annuitants' bene-
fits in at least one year and generally in

the others.

It is illogical to believe that
the claims paid on behalf of approximately
26,000 persons to the tune of an alleged 58.8
million dollars could be expended over a period

of seven years but for the appropriation of the
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funds in some fashion.

The sums involved are far too
substantial to have slipped through the cracks.
This court has not been advised by the city of
thé manner in which these.monies could have
been spent absent an appropriation.

That the city chose to designate
from year to year in the line item appropriation
from which the funds were paid is not important.

what 1is relevant is that over
this period of years the city must have re-
peatedly contemplated and made provisions
for the availability of these monies with
which it paid the annuitants' claims and pro-
vided insurance to them.

Finally, this court finds that
the defendants have adequately stated a claim
for equitable estoppel and that the city's
argument that claims of estoppel cannot lie
against it as a governmental entity will not
defeat defendants' claims.

Generally, the doctrine of

equitable estoppel refers to reliance by one
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party on the words or conduct of another, re-
sulting in the relying party's change of
position and subsequent harm therefrom, and

I cite Gary Wheaton Bank vs. Meyer, 130 I1.
Ap. 3d 87.

Equitable estoppel arises when
one by his conduct intentionally or through
culpable negligence induces another to believe
and have confidence in certain material facts.

The other party, having the
right to do so, then relies on the acts and is
misled, citing the Gary Wheaton case at Page 96.

Although the intent to mislead
is not required, the reliance must be reasonable.
That's still at Page 96.

Although governmental bodies
enjoy a qualified immunity, some situations
may arise which justify invoking the doctrine
of estoppel, even against the state acting
in its governmental capacity, and I cite
Hickey vs. Illinois Central Railroad, 35 Il.

2nd 927.

The party asserting estoppel
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has the burden of proving it by clear, precise,
and unequivocal evidence, and I cite Carey
vs. The City of Chicago, 134 Il. Ap. 34 217.

At this juncture the court does
not need to find that the defendants have made
their case, merely that they have sufficiently
stated a cause of action.

It is this court's opinion that
the defendants have adeguately stated a claim
for eqguitable estoppel.

Accordingly, this court will

deny the city's motion to dismiss the four

separate counterclaims brought by the defendants.

And now I ask the $64 guestion.

With the time parameters that we are confronted

with, how much time does the city desire to

answer?
Because we have until May 31lst.
MS. BECKETT: I'd like seven days to
answer. We'd also like leave to amend our

complaint for mandamus and restitution, if
the court believes that's possible.

THE COURT: Facts are facts, Miss
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Beckett, I must respectfully assert, and I

changing the facts.
I'm going to deny the filing of
an amended complaint by the city at this juncture.
You've got seven days to answer.
And having stricken Counts 1 and 2 of the
city's complaint, there is no need to set any
hearing on the motion for summary Jjudgment.
Now, with seven days within

which to answer, that gives me 'til the 23rd.

Beckett, in the event that this case should

come down the way the court has set, that a
pretrial should be held, am I correct?

MS. BECKETT: That was my request.
I wish to renew that request at this time.
I think this is a case particularly appropriate
for a.pretrial in chambers.

THE COURT: I most certainly will
afford you that opportunity, knowing the gra-

vity of the situation.

Your answers are due by the 23rd.

A309

s v



2013-CH-17450
PAGE 69 of 72

ELECTRONICALLY FILED
1/13/2016 4:07 PM

68

I will pre-empt --

MR. MAROVITZ: Could we respectfully
do it on a Monday or Friday, i1f that's possible,
Your Honor?

THE COURT: That only leaves her until

the 25th.

MR. HEISS: The pretrial doesn't
matter. She can answer and pretry at the same
time.

MR. MAROVITZ: The afternoon of the
26th I will £fly in.

THE COURT: That's too close to the
3lst.

MR. FORDE: I would say the 23rd.

THE COURT: Could you file your answer
in the morning? And I will pre-empt the Prestige
trial and give you the afternoon, because I
figure this is going to be a long, long pretrial.

MR. MAROVITZ: On the 23rd, Your
Honor?

THE COURT: Yes, I'll set you for 2:30.

MR. HEISS: Okay. Thank you, Your

Honor.
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THE COURT: Prepare the appropriate
order about the cross-motions being denied
pursuant to the reasons set forth in the
opinion and in the transcript of record.

MR. FORDE: Should we have the execu-
tive directors of the funds available that day?

THE COURT: If we are sincerely going
to have a pretrial --

MR. FORDE: We will have them available.

THE COURT: =-- we should have some
people in authority that can speak. And keep
in mind that Miss Beckett still has to go back
to a legislative body.

MR. FORDE: I understand.

MR. MAROVITZ: Your Honor, would the
morning of the 25th be better for Your Honor?

THE COURT: Counsel, my mornings are
set with contested motions that have been set.
What time does the last plane leave, 6:00
o'clock?

MR. MAROVITZ: It doesn't matter.

THE COURT: Mr. Forde, will you and

Miss Beckett get together and draw the order?
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MR. FORDE: Thank you.

(Whereupon the further hearing of said
cause was adjourned to May 23, 1988,

at the hour of 2:30 o'clock P. M.)
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STATE OF ILLINOIS )
SS .

COUNTY OF COOK )

Judy Landauer, CSR, being first
duly sworn, on oath says that she is a court
reporter doing business in the City of Chicago;
and she reported in shorthand the proceedings
at the hearing in said cause, and that the fore-
going is a true and correct transcript of her
shorthand notes so taken as aforesaid, and

contains all the proceedings at said hearing.

i 4é/}éi /ﬁjzgijiiuu4 .5 R

SUBSCRIBED AND SWORN TO |
before me this 17th day
of May, A. D. 1988.

&;/Qé«}/wt Qﬁé?4¢yﬁ&4m,

Notary Public.
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