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STATE OF ILLINOIS )
COUNTY OF COOK )

IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOCIS

COUNTY DEPARTMENT, CHANCERY DIVISION

CITY OF CHICAGOQO, }
Plaintilff, )

vs. ) No. 87 CH 101324
MARSHALL KORSHAK, et al.., )
Defendants. )

REPCRT OF PROCEEDINGS had at the hearing of the
above-~entitled cause before the Honorable Albert
Green, Judge of said Court, on the 20th day of June,
1988, at the hour of 2:00 o'clock p.m., at the Daley

Center, Room 2305, Chicago, Illinois.

APPEARANCES:

{Same as hereinbefore noted.)
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THE COURT: Any copening statements?
MR. FOﬁDE: Very brief.
OPENING STATEMENT
BY MR. FORDE:

Your Honor, I represent the Police Fund.
The chart on the wall eon the eisel there
demonstrates what is at issue at this stage.

In the left column these are taken from
exhibits that will be in evidence, and in fact a
part of this is of the stipulation, the current rate
for annuitants are in the left-hand column, and the
rates that are threatened by the City are in the
right«hand column.

These are rates that the City would put
into effect immediately if in fact they &didn't
cancel the coverage entirely, and that is why we
have a need for injunctive relief from this Court.

We have before the Court a four count
complaint. For the most part the first 16
paragraphs of that complaint are covered by the
stipulation.

The stipulation demonstrates since 1964
retired employees have participated with the active

employees in the City's Health Benefit Program.

{ ( ‘ ROP 2
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The City's Health Benefit, yocur Honor, has
heard arguﬁents earlier in the case on, and it is a
simple claims made program which the City has
undertaken for its active and retired employees.

The stipulation also sets forth the amounts
to be paid by the Funds from the tax levy, and that
is part of the stipulation.

This is the Fund's only obligation to make
these payments toward the premiums as well as to
arrange for the insurance. The rest of the payment
has to be made by the annuitant or the City if this
Court determines those obligations.

.Since the '7Cs, since at least the mid '70s
the City has been paying a substantial portion of
the annuitant's health benefits cost. fhe current
rates that are in the left-hand column there which
are on the stipulation that do not cover the full
cost but the City has been paying these, and when
they are cobligated to continue to do so is the
principal issue for your Honor to decide.

Qur proof in this case will show that since
the mid '608 the City has been paying full benefits
for its active emplovyees.

The active employees don't pay a dime in

. f _ ROP 3
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essence. Active employees know that the City was
paying, and the active employees over the last few
Yyears knew that the City was paying a substantial
portion for retiree hezlth benefits.

That retirement, many of those employees
who are now retired policemen or were specifically
told that their health benefits would continue, and
the City would be subsidizing those health benefits,

There will alsc be testimony this is a big
factor in planning retirement as the Court can
obviously recognize. It became while they were
still active, an important term and condition-of
their employment.

It wae one of the things that they worked
faor. The Court will also hear testimony in 1984 or
1985 in that era the Cilty consildered raising the
premiums from this level shown in the left-hand
coclumn, but it 4id neot do so.

The Court will also hear testimony that the
City went out and actively solicited retirees to
re-enrcoll in the health planes 1iIn 1985.

Many of the retirees did enrcll and now

they are threatened about the loss of Insurance by

the City.

( L _ ~ ROP 4
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The principal defense that the City raises
is that thé eppropriation or its conduct in paying
part of these health benefits was illegal.

Your Honor dealt with this so-called
defense earlier when you observed if I could
paraphrase the Court that you found it inconceivable
that tens of millions of dollars could have fallen
through the cracks,

Well, your Honor, since that time you have
had @ chance to take depositions of City employees
and to further elicit the specifics of this defense,
and it comes down to the City does not dispute that
these funds weren't appropriated funds or included
every year in the City's appropriation.

The City's argument is that the provision
of prorating those funds is not specific enough.

In other words the line item in the budget
did not give specific details as to what was being
spent, and while the people in the administration
knew that that line item included health benefits
for retirees, the members of the City Council
wouldn't understand that what they were doing was
appropriating funds for retirees as well as active

empleyees.

( ‘ _ ROP 5
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I don't know that I have been in a case
before whefe an administration has taken the
position that the legislative body was not competent
enough to read its own budget, but really what the
defense of the City really is is arguing the
incompetence of the legislative body.

Coincidentally I will show your Honor which
is a document stipulated which will come into
evidence which lists the language as it appeare year
after year, the City's budget, and the language
never changes, because it is on a word processor,
and so the numbers change from year to year, but the
language stays the same.

That the highlighted portion, your Honor,
is the description of the health care benefites which
included the appropriation for retired employees,
but the City says was not in specific detail, but
the legislator could competently understand it.

Significantly the budget over the years in
question were all prepared by the office of the

budget director, in other words, by the

| administration.

One year the budget in one of the years in

question, 1985, the budget was not prepared by the

( | _ ROP 6
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City Administration but aldermen themselves took
upon this fesponsibility to prepare the budget, and
they had drafts from the City administration, but in
the final analysis they selected the words.

In other words, they put it on their word
proccessor and selected words, these aldermen, the
City tell us couldn't understand what was intended
to be, and that line item describes it a little bit
differently.

They went on and had the same description
that was there, but they added including employees
on duty, disability and partial payment of the cost
of claims and administration for health and medical
care provided to certain policemen, Firemen Benefit
Fund, Labor and Retirement Board employees
annuitants and benefit wmunicipal employee
annuitants, and precisely the same amount that the
City prepared with its description.

S50 that the members of the City Council who
we are told didn't understand what was in this
budget, this one year where they selected the
language démonstrates they clearly understand what
they were clearly appropriated, what they were

appropriating and for what purpose.

( f ’ ROP 7
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So what the proof is going to show there is
nothing to'the City's defense at all. We claim in
our verified counterclaim the right to employee
benefits on four separate theories.

The relief we ask is we will ask the Court
at the conclusicon to enjoin the City from at least
preliminary basis from terminating insurance or fron
inereasing the premiums above the 1982 level and in
the alternative we ask that the City be enjoined
from terminating any insurance until there has bheen
time to find a suitable alterative, and that is our
case, your Honor.

Much of it will come on stipulated facts,
and we believe the proof will move very rapidly and
much of it will not be contested.

THE COURT: Firemen's or Municipal Funds?

MR. BURNS: ¥Your Heonor, I will not add very much

more to what Mr. Forde has said, but I will endorse

his atatements in full.

I would comment with respect to the
firefighters that beginning in 1982 the City
negotiated with Local 2 of the Firefighter's Union a
clause which specifically provides for retirees to

participate in the City's insurance program.

- ( | ROP 8
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Prior to 1985 the lanquage referred to the
contract or.policy or plan that was in effect at
that time. Subsequent to 1984 agreement, the
language was changed slightly, because by the time
the agreement was finalized the 1985 changeover that
Mr. Forde referred to was then in effect.

AS the evidence will show that language
states specifically that employees who retire
pursuant to the Pension Statute shall be allowed to
participate in the City of Chicago Annuitant Medical
Benefit Plan until reaching age 65 provided they pay
then the current contribution rate, and they set
forth the rates reflected in the chart,

I would add at this time that subseguently
that is upon the expiration of this labor agreement
which continued until December 31st, 1987, or until
a successor agreement was negotiated.

The evidence will show during the.recent
negotiations culwinating an agreement between the
City and Local 2, the City has promised Local 2 it
will continue coverage for retirees at least until
age 65 pursuant to the language of thie provision.

I submit that this is inconsistent to

totally think that the City is concerned about

| | _ ROP 9
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questions of legality, and then they go out and they
negotiate épecifically that a particular plan is
going to continue.

¢ unless their position is somehow the
firefighters are a unigue group and only the
firefighters are going to continue in this annuitant
medical plan and those firemen that reti;e upon the
City's counsel ratification unless they submit only
those individuvuals are going to be covered ~- we
establish beyond doubt active firefighteras relied
upon these provisions. They worked for the City,
thgy expect the City to cover them, and they have a
legal right to be s8¢0 covered.

THE COURT: Municipal Laborer's?

MR. HEISS: Your Honor, on behalf of the
Municipal Laborer's, I am Fred Heiss and Bill
Marovitz, and T represent the Municipal Laborer's,
and I will give a short statement and indicate to
the Court that the provision of the laborers in the
municipality are almost identical, and we will talk
with one voice for speed for both funds until there
is a point when there is some difference.

Most of the things thag Mr. Forde said

apply to the Municipal and Laborer's Fund.

( “ ROP 10
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I think in perspective it'es important, and
of course Qhat I say here as we all indicate to
jurors, but I must say it because it is what I
expect the evidence to prove not any argument that
this particular point is that back into 1975
starting that is a good time frame of reference all
the way uvp until now for the purpocse of the
municipal and laborers, all these retirees were
receiving benefits via the City of Chicago before,
of course, but it is 2 good time, and in 1982 the
rate structure was changed and was in place by the
City, and that is the current rate structure up
until this point.

In 1985 the only difference between the
retiree benefit package and the benefits that he was
receiving before 1985 was that there was a reduction
in the benefitas.

The evidence will indicate that there was a
plan that is attached to the complaint, Exhibit A
that sets forth all of the benefits that the
retirees are to receive, and they only difference in
the last twelve years is that they reduce scme of
those benefits,

For the municipal and laborers in 1985 a

( ( " ROP 11
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slight change that the legislature made and sgaid is
any fellow fhat worked for the City of Chicago that
wags age 65 and 15 years of service is going to be a
$§25 supplement,

That individuel paye his premium ang
everybody pays the premium. So in the last twelve
years the evidence will indicate that the City has
administered the benefit package, set the rates, and
the only change in municipal and laborer retirees is

that the legislature decided to supplement the

annuity that they received the pension, and they did

that by members of the plan by giving them some,
giving them & small supplement of $25 towards the
premium rate.

Not to duplicate what Mr. Forde stated,
however, it is important that I must point out that
the reason we are before your Honor is because the
letter of October 18th.

That letter is based on not an obligation
as we will demonstrate and as we plead in our
counterclaims, only as a situation where at the
point where the City decided now that we haves to do
something about the cost has nothing to do with the

legality of the circumstances.

ROP 12
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The cost and the collateral litigation that
has no beafing in this particular matter, and for
that reason the City decided we are going to cut off
these people who we have a right, a contractusal
right to receive continued benefits at the rate in
1¢82.

The evidence will demonstrate that these
people, these retirees are entitled to the coverage
and at the existing rate.

That the City had no rational reason based
on the law other than the cost, as a cost basis,.

Thank you.

THE COURT: City?
OPENING STATEMENT
BY MS. BECKETT:

Your Honor, cocunsel, I don't know if you
remember late March of 1981, it was a real
frightening time for this country. President Reagan
was gunned down by John Hinckley, and shortly after
that then chief of staff General Alexander Haig
raised his arm in the press conference and said "I
am in charge.”

| Well, that waes funny, but it was also

frightening, because those of us who study laws of

f ( ROP 13
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‘the United States and studied the United States

Constitutian know that when the Preasident is
incapacitated, the vice-president is in charge.

That is what the United States Constitution
sets forth, That is what our laws demand. It
means we have an accountable elected official who
heads the country.

What the case before you today is about is
who is in charge of the City of Chicago. Who ie8 the
voice who legitimately by law speaks for the City éf
Chicago.

Well, under the laws in the State of
Illinois, as expressed in the statutes and is
expressgsed in case after case, including cases
decided by the Illinols Supreme Court, it is the
City Council who has the authority to enter into an
obligation.

That is the basis for our government. That
is why they are elected officials Bso that the people
for the City of Chicago for our common good can hold
someone accountable when they spepd our tax dollars.

City Council gets this esuthority from the
State, and soc they can cobligate the City. They can

also delegate the authority, but that delegation has

f f _ ROP 14
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to be expressed, and the City, senator or anyone
else who ié dealing with the person who i8 delegated
authority is required to know the extent of
authority of that person.

What does that mean for us today? You are
going to hear an awful lot of evidence from people
who say they understoed that the City had promised
them lifetime subsidized free health care.

You are going to hear a lot of testimony
about statements and letters and conversations with
the City officials admittedly very high ranking
individuale who have said to have promised annuitant
health care, but the fact is in only one year out of
the last twenty has the City Council spoken on this
issve.

We don't say that the City Council was
incompetent., We say that they only speak with one
official voice, and that official voice is the
annual appropriation rights, and with the exception
of 1985, the City Council never officially
appropriated apecific money for annuitant health
care.

Now you are going to hear a lot of

testimony that the line item for active health care

ROP 15
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was big enough to pay for annuitant health care
least from'the years 1984 forward.

Well, that doesn't matter, and that is
the most recent case on this issue, the Kincer
{phonetic) decision tells you it doesn't matter
the money was somewhere in the budget.

ol :
That would totally cloud the principal

16

at

what

that

of a

line item budget. We are not saying that the City

Council was not competent. We are saying they

epoke, it is their job to read and write and pass

upon the line item authority, and the annual
appropriation ordinance.

Common sense and reason tells us that

public is entitled to be able to hold accountable

thelr elected officials,

People of the City of Chicago don't elect

the controller, We cdon't elect the risk and

benefits official. We don't elect people in the

budget and personnel office. We elect cur aldermen

and our mayor.

You are going to sBee some exhibits that

show that in the past the City did administer some

kind of health insurance plan that annuitants were

allowed to take place and, in fact, you are going to

ROP 16
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see a big booklet called Annuitant Medical Benefit
Plan.

What you are not going to find is authority
for this. You are not going to find authority in
the State Pension Code, and you are not going to
find authority in the Municipal Code.

You are going tc hear evidence about
alleged terms and conditions of employment. Again,
the only terms and conditions of employment that the
City can be bound to are those expressly authored by
the City Council.

We will present evidence to you those
contracts of employment that are expresgly committed
to paper that is Union contracts with the exception
of two years that are covered in the firemen's
contract are silent on the question of annuitant
health care; whereas you compare the actions of the
City with respect to active employees, you find
express authority.

You find express budgetary authority. You
will =see a resclution passed by the City Council
specilfically setting forth the way the City is
supposed to deal with active employment health care,

and you will see executive orders signed by then

5 ! _ ROP 17
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Mayor Harold Washington agains sitting for how the
City respoﬁds with respect to active employees.

While

Well the City disputes vigorously that
there was ever actually a legal obligation binding

we wit!
it, even assuming that there was a contract will
show you several exhibits and several pieces of
evidence that establish that the City in the past
did in effect amend this contract assuming there was
a contract.

Premiums were raised yearly beginning at
least 1965 all the way up to 1982.

Certainly you can amend the contract by
raising premiume. You can amend it by ending it
altogether or to take.in reverse looking again at
that plan I talked about a few minutes ago, that
plan, the 1985 plan they talked about, it contained
a specific termination clause.

As I say the City does not admit that in
any way it is obligated through the voice of the
City Council to provide the spending.

However, assuming for argument that we are
oblig%ted that in somehow there is a contract that

is reflected in writing, we are going to argue that

first the writing will bind the City over any oral

- | { _ ROP 18
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understanding, and secondly that the term, the very
terms of tHat writing give the City permission to
terminate, in fact, that is one of the alternate
grounds for relief sought by the counterplaintiffs
today as they say that if this termination provision
binds it all, they ask for a reasonable notice
provision,.

They also argue that the City is to be
estopped by ites conduct. We will argue to you that
You cannot use estoppel when the behavior sought to
be estopped was without benefit of legal authority,
and then at any rate you cannot use estoppel to bind
the City's future conduct,

It is one thing to estop the City based on
any claims based on ite past behavior, and it is a
different thing altogether to estop the City from
acting a certain way in the future.

In summary the City Council is the
corporate authority for the people of the City of
Chicago, not other officials unless they have
express authority to act.

No express authority was eﬁer delegated by
the City Council to any of the provisions whose

voices are going to be replayed for you in the

f ( _ ROP 19
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course of this trial.

Tﬁe City Council never approved any medical
benefit program for annﬁitanta much less the
perpetual program that they seek to impose upon us.

The program with 1982 premiums locked in
for life, a program with unchanging terms, that
contract is simply unlawful.

It simply was not entered into with the
authority of the City of Chicago.

With your Honor's permission, the City
reguests your Honor's permission to submit a trial
brief during the course of this trial flushing out
some of its legal argument with citations to
authority or at the proper time the Court so deems.

THE CQURT: I believe you can submit your trial
briefs at the conclusion of all of the evidence, and
I will take them into consideration for whoever
degires to file a briéf.

Having heard opening statements, are you
ready to call your firset witnesa?

MR. KRISLQV: Your Honor, knowing our time 1is
short, I will indeed be short and not repeating
anything that has been addressed already.

Since we agreed in principal with the

( { ‘ ROP 20
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position stated by Mr. Forde and Mr. Heiss, and with
Mr. Burns,.and the two points that T believe the
evidence also will show is that the City did not
provide this coverage unknowingly, that the budget
department each year took the previous year
expenditures which included the Annuitant Health
Care Act on a figure to improve those for inflaticon
costs, and recommended them budgeted, but again each
year is the follcocwing year's budget for the overall
medical coverage under the City plan.

Thieg was not without knowledge at any
level. This was well known through the appropriate
level of the City, 2nd further as presented to the
individual people who are now annuitants throughout
the period that they work for the City, with the
understanding that they retired under and now indeed
they are in a2 position that they cannot change thelir
livelihood. They depend on fixed income from the
City's pension plans, and now the City in
retaliation, we believe the evidence will show in
relatlation for the collateral case Mr. Heise
referred to, decided 1t wil retaliate against the
annuitant and found it would have to repay

subgtantial esum of money and decided to go after the

' ‘- ROP 21




10

11

12

13

14

16

17

18

19

20

21

22

23

24

22

annuitant when they were in the least position to
deal with fhe circumstances themselves, and in fact
the City led them to rely upon those representations
throughout the work, the retirement, and indeed
encourage them and led them to stay on the City's
plan and to re-enroll to stay on the City's plan
rather than seek other coverage, and now they are in
the position where many of them are unable to obtain
alternative coverage.

We think that the evidence will show

overall that this was not an unknowing

appropriation, that it wae a legally binding

appropriation, and that for the existing annuitant
class they have a right to expect that that coverage
under those terms will continue.

(Which were all the proceedings

herein transcribed.)

( ﬂ ‘ ROP 22
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STATE OF ILLIKNOIS)

)

n
[4;]
e

COUNTY OF C 0 0O X)

IN THE CIRCUIT COURT OF COOK COUNTY, ILLINCIS

COUNTY DEPARTMENT - CHANCERY DIVISION

THE CITY OF CHICAGO, a }
municipal corporation, ' )

Plaintiff: )

~-vS- ) No. 87 CH 10134
MARSHALL EKORSHAK, et al., )
Defendants. )

REPORT OF PROCEEDINGS had in the hearing of
the above-entitled cauese before the Honorable Albert
Green, judge of said court, on the 20th day of June,

1988 at the hour of 2:00 o'clock p.m.
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APPEARANCECS:
HdN. JUDSON K. MINER
Corporation Counsel
By: MS. AMY LOUISE BECKETT
Assistant Corporation Counsel
and
HOPKINS & SUTTER

By: MR. WILLIAM CARLISLE HERBERT

cn behalf of City of Chicago;
MR. KEVIN M. FORDE
ME., KATRINA VEERHUSEN
on behalf of The Police
Annuity Fund;:
JACOBS, BURNS, SUGARMAN & ORLOVE
By: MR. MARTIN J. BURNS
on behalf of Firemen's
Apnhuity Fund:
BOYLE AND HEISS
By: MR. FREDERICK HEISS
and
MR. WILLIAM A. MOROVITZ
on behalf of Municipal and

Laborers' Fund:
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APPEARANCES, {(Continued)
SACHNDFF; WEAVER & RUBENSTEIN, LTD.
By: MR. CLINTON A. KRISLOV
on behalf cf the Annuitant

Interveners,
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THE CCURT: Are you ready to call your first

witness?

MS5. VEERHUSEN: Yes, I do.

JAMES P. WATERS, JR.,

called as a witness herein, having been firsat duly

sworn, wag examined and testified asz follows:
DIRECT EXAMINATION

BY MS. VEERHUSEN:

Q. For the record would you please state your

full name and epell your last name?
A. James B. Waters, W-a-t-e-r-s, Jr.
Q. By whom are you currently employed,

Mr. Waters?

A The Policemen's 2Annuity and Benefit
Chicago.

Q. What is your title?

A. Executive director.

Q. Now and how long have you held that

position?

A, Approximately six monthem.

0. When were you first employed by the
Policemen's Annuity and Benefit Fund?

A, December lgt, 1967.

Q- And -

Fund of

ROP 26
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A, And as assistant comptroller.

0. What position d4id you hold other than

assistant comptroller, comptroller, and executive

director?

A, I was appointed comptroller November 1lst,
lse4d.

0. And continued in that position?

A, Until December lst, 1987.

Q. Did yeur duties as assistant comptroller

include anything having to do with the annuity
health benefits?
A, Yes, rhey did.

0. Could you explain whet they were?

A. When I first was employed with the Police

FPension Fund T was assigned dutiee, one of which was

to oversee the hospitalization that was with

annuitants, and that program started a few years

before that.

We had several clerks, if I may use that

word, who administered on a daily basis, and I
oversaw the program.

Q. As executive director, are you still
involved in the health benefits plan?

A. Yee, I am.

ROP 27
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Az the chief operating officer of the
funds, I'm‘responsible for the entire operation of
the office.

Q. Are any of the funds annuitants covered
under the city's health benefits plan?

A, Yes, they are.

Q. How many of the retired employees are
covered?

A. Approximately 4,100 or ninety-two percent,

Q. . And how many of those retired employees
have dependentes who are also covered by the city's
plan?

A, Approximately 2,600 have additional people
that are covered, and that amounts to about sixty
percent.

Q. Does the fund have widow annuitants who are

covered by the city's plan?

A. Yes.

Q. bo you know how many?

A, About 1,100.

0. And could you tell us approximately how

many individuals from the police funds, including
both annuitants and dependents, are covered under

the city's plan?
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a. Including annuitants, dependents, surviving
Epouses, aéproximately 10,000 individuals covered.

Q. What is the average monthly check paid by
the fund to a retired policeman?

A. To a retired policeman it would be $1,44C
approximately,

0. Could you tell us the average monthly check
paid to 2 widow in the annuitant medical --

A. $400.

0. When were the first eligible to participate
in the city's health benefits plan?

A. It wag July l1lst, 1984, retrcactive to the
annuitant who retired after July 1lst, 1963.

G. I'm showing you what has been marked as
Defendants' Number 1 for identification, and I ask

you if you have seen that document before?

A. Yea, I have.
0. Could you explain generally what it is?
A, The document is entitled "Group

BAdministration Agreement," and it is an agreement
between Blue-Cross and Blue-Shield and the Policemen
Annuity and Benefit Fund to enroll retirees of the
Chicago Police Department in the hospitalization

plan.
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This pler is for retirees retiring on or
after July.lst, 1983,

It says "Transfers cnly accepted from Group
16600 ," which is it's City of Chicago plan, and its
assoclates merit-rated with Group 16600.

0. Do you know what is meant by "associate
merit rate"?

A. As 1 understand it, "associate merit-rated"
means that the retirees participate in a group with
younger active employees so that they may benefit
from the experience of those younger active
employees so that the premium charge to the retiree
would be significantly less than if they had to
obtain a plan made up over only retirees or
annuitants.

Q; Was this a traditional type group insurange
policy with Blue-Cross?

A. Yes, it was.

Q. Do you know whether the annuitants were
c¢harged premiums at the time?

A, Yes, they were. They were charged
premiums;, and the monthly premium at that time in
1964, as 1 indicated on the form, wae $8.04 a month

for RBlue-Croses and Blue~Shield.
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0. Hes the city's health benefits plen
continuved as a traditional group policy to the

present day?

A. Ke, it has not.
Q. In what respect has it changed?
A. 1975 the plan changed from a traditional

insurance plan to a self-insured claime made type
plan, as in 1975,
0. Does the city administer the plan itself?
a. No, the city does not administer the plan.
The plan is administered by‘Blue—Cross
Blue-Shield and Bankers Life & Casualty.

Q. Do you know what the financial arrangements
between the city and Blue~Cross and Bankers is in
general terms?

. A8 I understand it, on a periodic basis and
over the years that had been different, but a
periodic basis, monthly or quarterly, the city would
remit to the carriers, Blue-~Cross Blue-Shield and
Bankers, & specified amount of money.

At the end of a gpecified period there
would be a settlement between the two and
administration expenses would be added to that.

C. Directing your attention to the active
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employees, do you know whether they presently pay
for their éwn health coverage?

A, Active employees do not pay for their own
coverage,

0. Do you know when this program began?

A, It began in 1965, when the city paid for
the employees' coverage, and if the employee had
dependents, the employee paid for the dependents.

And then in 1971 the city picked the entire
cost for the employee and the dependents.

0. Referring to annuitants again, did their
premium rate change between 1964, when they satarted

in the city's program, and the early 198057

A. Yes, there were periodic increases.

Q. Were they any increases between 1977 and
leg27?

A. There were not.

Q. Are you generally aware of the rate-changed

annuitant between 19564 and the present?

A, Yes, I am.

0. And are you generally aware of the claimese
that were made by the police annuitants group during
that period of time?

A. Yes, I am,
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Q. What is the source of your knowledge in
that regara?

A, Well, as I =aid earlier, I was in charge of
the insurance program for the Policemen's Pund in my
duties as assistant comptroller and comptroller:
therefore, I had contact with the city, city
comptroller's office and .employees of the
comptroller’'s office and with the carriers from
Blue-Cross and Bankers.

0. . Based on your knowledge of the premium
rates and annuitants claims, were the rates charged
an annuitant sufficient to cover claims from the
period beginning in the mid-1970s through the
present?

4. No, they were not.

Q. I'm showing you what has been marked as
Defendants! Exhibit Number 5 for identification.

I ask whether you have sBeen that document

beforev?
A. Yes, I've seen this document.
Q. Could you tell the Court when and under

what circumstances it came to your attention?
A. The document is dated December 7th, 1981.

Near the end of December 1981 or early
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January 1982 Mr. Robkert Moffat, who then was the
insurance ﬁanager for the City of Chicago, and a
representative actuary from Blue-Cross Blue-~Shield
visited the Police Pension Fund and spoke with our
executive director at that time and our comptroller
and myself.

We reviewed this document and the document
points out that the experience for annuitants for
the period -- for one-year period from October of '80
to September of 1981 shows that the income produced
by premiums charged the annuitant was $939,000.

The claims peaid in that same one-year
pericd amounted to $1,853,000, or a loss ratio of
197%.

Mr. Moffat and the actuary commented that
in our office to show use this document.

Q. What if anything does Exhibit 5 show
regarding Blue-Cross projectione for calendar year
19827

4. The projection for 1982 shows that the
premium charged the annuitants would produce
appro#imately one million dollars in claims, plus
administration would amount to $2,500,000, or a lose

ratio of almost 250%.
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0. Does the document indicate the premium
charged a éingle annuitant under age sixty~five at
the time it was prepared?

A. Yes, it does.

At that time when the document was
prepared, it shows that the montly rate for under
sixty-five, single, was $38.26 per month.

0. And what premium did Blue-Cross proiject

would be needed of the entire cost would be paid by

A. $94.3; é;r #oﬁth.

0. I'm showing youv what has been marked as
Defendants' Exhibit Number 6, 7, 8 for
identificatieon.

I ask whether you have seen those letters

before?
A. Yes, I have seen these documents before.
Q. Can you explain generally what they are?
A. The documents are letters on letterhead,

Bankers Life & Casualty Company, Blue-~Cross and
Blue-S8Shield, dated February 1, 1982.

The documents show and tell the annuitant,
who those letters were addressed to, letters

addressed to all participants in the group health
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policy, and these letters tell the annuitants that
they are gaing to have to pay for more of their
hospitalization; that the rates are going up
effective April lst, 1982.

0. Do those letters say anything about the
premiume charged to active employees?

A Yes, they indicate -- the letters indicate
that the premium charged for active employees were
higher for active emplcyees than they were for the
retirees.

Q. Would you please read aloud the sentence in
thg second to the last paragraph, beginning "The
claims cost c¢f the retirees"?

3, "The claims cost of the retirees and active
employees is combined to give you the benefit of the
experience of the younger age group as subeidized by
the City of Chicago."

. Mr. Waters, is there a statute relating to

health care for the fund annuitants?

A. Yes:; there is,
Q. Do you know when it took effect?
A. For the police fund it took effect on

January 12, 1983.

Q. Could you tell vas your understanding of the
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terms of that statute?

A, Aé I understand it, the statute calls for
the Policemen's Annuity and Fenefit Fund to arrange
fer hospitalization of coverage for its annuitants
and to contribute a specified amount tcwards the
cost of that insurance,

The amount tc be contributed is $§55 per
menth for single nen-Medicare annuitants and $21 a
month for single Meditceare annuitants.

Q. Do the funds ceontribute anything towards
the premiums of widowe and dependents of retired
police officers?

A. No, it does not.

Q. The statute you have just described, was
this considered a new benefit for the annuitant?

A. Yes, it was.

Q. And were cnly the annuitants participating
in the city plan eligible for the new benefits?

A, No. When the statute went into effect,
people who were previcusly not participating in the
group health insurance were given permiseion on an
open enrollment, if yocu will, to join the group,
with the knowledge of the carriers and the city.

Q. Did the additional annuitants in fact
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enrcll in the plan at thet time?

A. Yés, they diag.

Q. How were the premiums which the annuitants
are responsible for paid to the city?

A. They are deducted from the annuitants®
check and a single check is mailed to the city.

Q. By the fund®?

A, By the fund.

0. By the fund?

A. Yes.

Q. Ras the fund at all times paid the city's
health plan administrators te the amount
corresponding to the dollar amount set forth in the
statute and the amounts which are to be deducted
from the annuitants' monthly checks?

A, Yes, it has.

Q. Mr. Waters, I'm showing you what has been
marked Defendants' Exhibit Number 10 for
identification, and I ask whether you have seen that
document before?

A. Yes, I've seen this document before.

0. Did you receive this memo on or about the
date it bears?

A. Yes, I did.
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Q. And would you explain generally what it is?

A, Tﬁe document is a letter from Leonard C.
Uteck, Assistant Comptroller, Insurance Unit of the
Department of Finance, dated COctcber 18th, 1983 to
the City of Chicage Pension Group.

And in this letter Mr. Uteck directs the
Pension Fund to immediately increase the
hoapitalization rate for retirees.

Q. What did the Police Fund do in response to
this mewmo, if anything?

A. The Police Fund contacted BRBlue-Crose
Blue~Shield to see if in fact these rates were to be
increased, since past experience and practice called
for a letter coming from the carriers to the Fund
saying the rates agreed upon by the city comptroller
and the carrier, whether it be Blue-Cross or
Bankers, that was the new rate.

When upon contacting Blue~Cross and
Bluve-5hield, we were told that these rates were not
to be put intec effect.

Q. Did you hear anything more about immediate
raﬁe increase after contacting Blue-Cross?

A. No, we d4id not.

0. Haes the city attempted to increase the rate
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charged annuitants at any other time since 19827

A Séptember of 1984 the city called a meeting
of representatives of the various pensicn funds to
City Hall.

I was not present at that meeting, but the
purpose of the meeting was to discuss upon rate
increase for the annuitants.

Subsequent to that another meeting was
scheduled in late September of 1984 in the office of
Police Pension Fund, and in attendance at that
meeting representing the city was Barbara Malou, and
she may have had someone else with her, and I dc not
recall at this time.

Represeﬁting the annuitants were
representatives of the four pension funds and
representatives from various unions of the employees
of the City of Chicago.

I believe there were about forty people in
attendance at that time.

The problem of a rate increasse was
discussed. There was nc finalization at that
meeting.

A subseguent meeting for the end of

October, approximately October 28th, 29, was
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scheduled.

Tﬁe morning of October, that meeting,
Ms. Melou called our office and canceled the
meaeting.

That was the end of the discussion of the
rate increase for the annuitants at that time.

Q. Have you heard any more about a rate
increase between that time and the time that the
litigation bhegan?

A. Not until now, no.

Q. I'm shoewing you what has been marked as
Defendants' Exhibit Number 18 for identification.

I ask vyou if you are familiar with that

document?

4, Yes, I am familiar with that document.
Q. Could you explain what these papers are?

a. The cover sheet is a memo from Barbara
Malou of the Office of Budget and Managemeﬁt, Budéget
Benefit Management Office, dated May 30th, 1985 and
directed to the Pension Fund.

In the cover letter it describes what is
ingide the package, and first of all I should tell
you what was happening in 1985,

In 1985 the city was undertaking, was
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undertaking a re-enrollment of its annuitants in a
hospitalizétion proegram similar to the re-enrollment
that it had done for the active employees in 1984.

In May of 1685 Ms. Malou sent this to, I
presume, all pension funds. I received a copy.

This package directs the employee, the
retired employee, the annuitant, to re-enroll in the
program and how to enroll, what was necessary to
re-enroll.

There was an application form, instructions
on how to fill out the application form,.

If annuitant wished to add a dependent, it
said what documents were necessary to add that
dependent, where the documents could be obtained and
where personnel re-enrollment would take place in
various parte of the city of Chicago.

The next part of this document is a draft
of the medical benefits of the City of Chicago
annuitants and eligible dependent program.

Also, this was sent to our office, along
wifh this package of re-enrollment instructions.

Q. Mr. Waters, I'm showing you what has been
marked as Defendant's Exhibit No. 35 for

identification.
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I ask you if you have ever seen that

document before?

aA. Yea, I've seen thia document before.
0. Could you explsain what that is?
A, The document is a letter to the City of

Chicago Annuitants concerning the re-enrollment in
the City of Chicago Annuitant Medical Benefit Plan.
It is a letter generally describing what I
have described that was sent to the people, and it
is signed by Harold Washington, Mayor.
Q. I'm showing you what has been marked as
Defendant's Exhibit No. 33 for identification.

I ask if you have seen thig document before

today?
A. Yes, I've seen this document.
Q. Would you explain its significance?
A, This document is titled your City of

Chicago Annuitant Medical Benefit Plan.

It is a brief review of eligibility
coverage and how the plan works.

When the annuitant re-enrolls, this booklet
was sent to all of these individuals, and when a
city employee retires today and enrxolls in the plan,

they are sent this booklet.
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This booklet is a review and explanaticn of
the benefi£$ of the medical plan that these people
have.

It is neot the actual document, but it is a
review and a summation of such.

Q. Showing yocu what has been marked as=s
Defendant's Exhibit No. 19 for identification, and I

ask you if you have seen that document before?

A. Yes, I have seen thise doc¢cument.
Q. Could you explain it?
A. Yes.
Yes. It is entitled Minutes of the

Proceedings of the Regnrlar Meeting of the Retirement
Board from the Policeman's Annuity and Benefit Fund
held Thursday, June 27th, 1985.
It was at that meeting that the Board of

Trustees adopted the City of Chicago Medical Care
Plan for its annuitants as necessitated by the
statutes inactive in January of 1983.

Q. Next I would like to show ycu what has been
marked ae Defendant's Exhibit No. 29 for
identification.

I aak if you have seen that letter befcre

today?
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A. Yes;, I have. It ig a letter dategd
December 9£h, 1987 from Nathan Williams, manager of
the Department of Finance, City of Chicago to
Mr., Donald Campbell, consulting actuary.

Mr. Campbell sat as consulting actuary for
The Policemen's Annuity and Benefilt Fund.

C. Would you explain what informatien that
letter communicates?

A. The letter communicates to Mr. Campbell the
projected actuary projected annuitant's cost for
hospitalization for 198§.

Q. To you knowledge were the rates reflected
in that letter intended to reflect the actual cost
of coverage?

A. As far as I know, they were.

Q. And what does Exhibit 29 indicate would
happen to the $55 rate preséntly charged a single
annuitant under age 557

A, A single annuitant who ie now paying $55
per month, a non-Medicare annuitant, that premium
would go to $222.50 2 month.

0. Mr. Waters, are you familiar with the
complaint the City filed in the fall of 1987 naming

a8 defendante the co-~trustees of the fgour funds?

ROP 45




10

11

12

13

14

15

lé6

17

18

19

20

21

22

23

24

24

A, Yes, I am.

Q. Aﬁd are you aware that it seeks or sought
an order directing funds to enter into a contract
with a private insurance carrier for the benefit of
the annuitants?

A. Yes.

o. What, if enything, have you done to locate
new coverage for annuitants?

A. Shertly after, about three weeks after
receiving the complaint for the City I contacted two
insurance consultants who represent many different
companies to attempt to see if we could place these
annuitants in another group, because the City was
going to terminate their coverage December 31st,
1987.

By Btatute we were reguired to have
coverage for those people. I talked with these two
individuals many times between the l1et of November
and the end of November.

In early December both of these individuals
on separate occasions came into my office, talked to
me sev;ral times at length about the size of the
group, how many people were participating in the

group, what was the coverage, what were the costs,
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what were thé premiumes being chargecd.

I'guess you could =say it was an in-depth
review of 2 current situation so that they might try
to place these people in a group 1if necessary.

0. And did they at some point present
alternative form of coverage to you?

A, As I say after several meetings and
conversations,;, letters, the one of the agents
proposed a plan for the annuitants of the City and
did in fact cut them off as of December 3lst, 1987;

Q. Were those efforts undertaken only for the
Police Fund annuitants or for all of the Fund
annuitante?

A, At the beginning I acted on behalf of the
annuitants of our funde only, but after talking to
the directors of the other funds, I contacted the
representatives and told them to give me information
not only for our fund alone, but for all four funds
to see if we could get a better rate if we were to
include all four groups.

Q. and what, if anything, did these
consultants tell you about the availability of the
traditional insurance coverage for a group mace up

of ratired city employees?
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aA. I was told to place these individuals in
what 1is tefmed traditional insurance and was almost
impossible given the type of groups we were looking
at.

C. Mr. Waters, if the Court were to order the
funds to enter into a contract with the private
carrier as soon as possible realistically how long
do you think it would take toc advise the annuitants
0of the decision they had to make about whether to
participate in the new plan and to actually
accomplish the transfer of the coverage?

A. I would say takes at least 60 to 90 days.

Q. During your more than 20 years employment
with the Policemen's Fund, have you come into
contact with active Chicago policemen?

A. Yes, 1 have on many occasions, probably on
a8 daily basis.

Q. Have you had discussions with the active
policemen about the fact that the City has been
paying a substantial portion of the annuitants
health care cost?

A, Yes, I have discussed both in and out of

the office as I know many policemen outside of the

office.
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Q. Have the policemen you talked to about this
generally Been aware of the City's payments of
substantial portions of the cost of the annuitant's
health care?

A, These that I have talked to have had
general knowledge of that, and if there seems to be
some doubt on their part, I told them in fact the
City did pay for it.

0. In your discussions with City policement,
was it indicated that this practice was an important
conaideration fto them iq continuing their employment
as policemen?

A. Ne doubt. They said to me if I have to, I
will work until I die rather than retire and lose
the insurance.

Q. Are you aware of insteances where policemen
continued working as a policeman in part of the
post-employment benefits?

a, Yes, I am.

MS. VEERHUSEN: Your Honor, at this time I move
Exhibits 1, 5, 6, 7, 8, 10, 18, 33, 35, 19 and 29 be
admitﬁed into evidence.

MS. BECKETT: No objection.

MR. HERBERT: I might ask whether Exhibit 33 ig
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1 admitted --

2 MR. FORDE: No, the exhibit is attached to that.

3 MR. KRISLOV: You say 9 also?
4 MS. VEERHUSEN: The numbers are 1, 5, 6, 7, 8,

S| 16, 18, 33, 35, 19 and 29.
6 I have no further gquestions of this

7 witness,

8 THE COURT: Hold on. 1y 5, 6, 7. 8.
é MS. VEERHUSEN: Yes. 6, 7, B.
"T10 THE COURT: 10.
11 MS. VEERHUSEN: 10,
12 THE COURT: l8.
13 M5. VEERHUSEN: 18.
14 THE COURT: 35, 33.
15 MS. VEERHUSEN: 19.
16 THE COURT: And 19.
17 MS. VEERHUSEN: And 29.
18 TBE COURT: 29. HNo objection, they will be

19 || received. Strike the identification marks and they
20 || will be received.

21 (Documents received into evidence.)
22 THE COURT: I take it the witneess is now being
23 || tendered for cross-examination. There are no

24 || questions from the others?
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MR. BURNS: Correct.
THE Coﬁ T Cross-examination, Ms. Reckett.
CROSS~EXAMINATION
EY MS. BECKETT:
0. Hello, Mr. Waters.
Annuitant is not the same thing as

employee, is 1it?

A, HNo, it is not.

0. Annuitant is a retired emplovee?

A. That is correct.

Q. Directing your attention back to Exhibit

you described this at length.

Let me hand you that for a moment. This

document is dated 1981, and it refers to scme 1982

rates?
A Correct.
Q. And I have circled in red the two rates

that you described. One was 38.26 which was the

actual rating being paid?

5

A. That ie the rate that we were charging the

annuitant.

Q. Right, but 94.33 was the amount that the

person writing this document apparently believed was

necessary to make this a self-containing program?
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A, That is what they were told, yes.

Q. Yeu also testified that your understanding, -
I will take that exibit back, for a moment, but your
understanding of Section 5-167.5 of the Policemen's
Annuity Fund Act regqguired several things of the
Pensicn Fund?

A, That is correct.

0. One of those things was that you could take
$55 a month per annuitant to pay for this premium?

A. Well, we were directed to take up to §55

for a retired annuitant, retired employee.

Q. And if they were on Medicare, it was only
$217

k. That is correct.

Q. And it is also directed the Pund to enter

into @ contract of insuvrance?

A, We were to arrange insurance for the
annuitant.

Q. And it is your ﬁestimony that the funds in
fact d4id that in 1985 when it passed that resolution
that you testified about, right?

A. Correct.

Q. Now, deesn't this statute alse reguire that

the basic premium is more than $55 amount that you
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are supposed to deduct that excess from the monthly
annuity?

A. That is correct.

0. 20 since 1982 you would have had to deduct
additional $59 or so per month from the checke in
order to meet full price of that insurance, right?

A, I don't understand your guestion.

Q. Well, looking back here at Exhibit No. 5 we
circled in red two different sums.

We indicated that %538.26 a month is being
paid for the premium for the coverage, but to make
it self-sufficient the actual amount was about
$94.33, correct?

a, That is what the document shows, yes.

Q. 1983, even assuming if you were paying $55
a month, then there was a gap between the amount
that was being paid by the Fund and the amount that
it actually cost -~

MR. BURNS: Objection, your Honor. It is sheer
speculation. 1982 and 1983 the charges were not
$94. The rest of it is a matter of mathematics.

THE COURT: Objection sustained.

EY MS, BECKETT:

Q. Mr. Water, you never deducted any more than
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$55 per month per annuitant unleszs you were
deducting ﬁoney for cdependant health care?

A, That 1is correct.

0. 8o in fact you never deducted any excegs
from their monthly annuity as reguired by the
statute, did you?

ME. FORDE: Objection to the characterization.

THE COURT: I'm going tc sustain the objection.
EY MS. BECKETT:

Q. Mr. Waters, you described to us two
etandards where the City -~ strike that.

You described two instances where the City
apparently attempted to raise the premiums, right?

A. That is correct.

0. First one was in 1983 when a Mr. Len Yutek
sent you a letter, had three columns in it
indicating premium increases that you sought, he
thought that should be imposed, is that correct?

A. That is correct.

Q. And'you and some others, you and the other
three funds petitioned the City not to rsise thoee
rates; correct?

A. No, that is not correct.

Q. At any rate, those premiums were not
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raised, were they?

A, Na, they were not.

Q. Nobody ever said tc you it would have been
illegal for you to raise those premiums at that
time, did they?

MR. BURNS: Objection. I don't see any
relevancy and materiality of unexpressed --

THE COURT: I sustain that objection on a
ground, however, I am going to let it stand that the
premiums were not in fact raised.

BEY MS. BECKETT:

Q. Mr. Waters, in 1984 you have testified that
there was at least one meeting with the City offices
including Barbara Mileau and several funds met of
the funds and unions where the City proposed raising
premiums, and this was discussed, correct?

A. That is correct.

Q. But the second meeting that was supposed to

be held was cancelled?

A, That is correct.

Q. And nothing further was ever s8aid?

A. That is correct.

Q. Isn't it a fact that the annuitant together

with the funds engaged in a lobbying effort to
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increase?

A, I con't guite understand your guestion.

Q. Isn't it true that annuitants were
encouraged by the Police Pension Fund by the Retired
Employee's Association and by the Firemen's Annuity
and Benefit Funds to telephone Barbara Mileau and
Sharcn Gillian and to dissuade them from following
through on their proposed premium increases?

A. In all honesty I don't recall this
happpening,

0. Let me show vyou a documen; that has been
nuﬁbered 000410 dated November 1984 bearing the
headline Retired Chicego Police Association, and I
will direct your attention to the first paragraph
which says among other, and I will let yvyou take a
minute to read that.

A. Okay.

Q. Have you ever seen thisg document before?
A, No, I have not.
Q. Considering that having read this document

does it refresh your recollection that there was an
organized protest effort in which annuitants were

encouraged to telephone city officials to persaude
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them not to institute this premium increase?

A

I don't recall any such -~ the letter would

indicate that, but I have no knowledge.

MR. FORDE: Objection to what the letter

indica

tes,

THE CQURT: Sustained and will be stricken

BY MS.

Q-

BECRETT:

Mr. Waters, you testified that in your

conversations with two different insurance companies

in the

past few months that they told you that it

was guote, unguote, nearly impossible to place this

group
plan,

A.

of persons into a separate health insurance
correct?

Not separate health insurance, traditional

insurance.

Q-

Traditional insurance. Okay.

Isn't it a fact among the quote you have

received from the perspective insurer that You were

quoted
in Exh
A.
Q.
A,

Q.

costs nearly identical to those quoted té you
ibit 297
May I see Exhibit 297
Sure.
Could you please repeat your guestion.
Isn't it a fact that one of the quotations
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ljifor insurance coverage that you received came up
25;with figuree nearly identical to those recited in
3 )] Exhibit 297

4 A, No. It depends what identical, nearly

5 |l identical means.

6 Q. Up to around $460 for & family anywhere
7 from $£220 to $4607?

g A, No, they have less,

9 Q. At any rate, when you say impossible to
10 place, isn't it a fact that insurance, either

11 || traditional or alternative plan is available as long

12 ||as the person is willing to pay the extra premiums?

13 A. Yes,

14 MS. BECKETT: No further guestions.
15 THRE COURT: Any redirect?

16 MS3. VEERHUSEN: I have sBome.

17 REDIRECT EXAMINATION

18 BY MS5. VEERHUSEN:
19 Q. Mr. Waters, Miss Beckett asked about the
20 deductions the funds make from annuitant's checks

21l | pursuant to the statute.

22 Do you recall that?
23 A. Yes.
24 Q. Do you recall whether the statute directs
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the funds to deduct the cost of coverage or is it
the excess cost of premiums in comparison toe the 55
and 217

A, As I understand the statutes, we are to
deduct frem the annuitant's check the amount of
premium that exceeds $55 or $21 per month,

Q. And have you at all times deducted the
premiuvms that have been in effect?

A, Yes, we have.

Q. I believe Ms. Beckett also askd you whether

following Mr. Yutek's memo the Fund petitioned the
City not to increase the rates something to that
effect; and I wohld like to show you what has been
marked as Exhibit No 630, one of the documentas you
designated, and I ask you whether that was written
shortly after the Yutek memo?

A. Yes, I've seen this document and it is a
letter dated October 28th, 1983, directed to
Honorable Harold Washington, Mayor of the City of
Chicago, sigﬁed by the four directors of the four
city pension funds petitioning the Mayor to have
compassion for the retirees. What do T want to say
here, review the rates that were proposed in

Mr. Yutek's letter and --
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. Deoces this refresh your recollection as to

'whether the Fund petitioned the City for some kind

of relief in response to this Yutek memo?

A. Yezs, 1t does.
Q. Did the funds do =so0%
A. Yes, we wrote this letter.

MS5. VEERHBUSEN: Thank you.
CROSS-EXAMINATION
BY MR. BURNS:

Q. Mr. Waters, just so we get the record
clear, 1982 if I understand your testimony,
effective on April ‘1, the City instituted a premium
charge or a2 cost to individual retirees of all four
pengion funds annuitants under those pension funds,

City instituted a premium cost of $55 per month if

there waa not Medicare coverage and $21 if there was

Medicare coverage, is that correct?

A. That is correct.

Q. Now, do I understand your teatimony that in

1983 let me ask you between April 1 of 1982 and the
December 31st of 1982 with respect to Police and
Fire and the other two funds as well, Laborers and
Municipal who paid the 5557

A. In 19837
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Q. an.

A. The annuitant.

Q. Who paid the §21,
Q. The annuitant.

0. In 1983 what happened with respect to

Police and Fire as to that $5597

A. In 1983 the Funds began paying the §$55 a

month for the single annuitant.,.

for

wasg

the

Q. Those are Police and Fire Funds?
A. Police and Fire Funds.
Q. How zbout for dependent coverage other than

the retired employee himself or herself?
A. "The premium excess for dependent coverage

deducted from the annuitant's check.

0. And in your opinion was that pursuant to
statute?

A, Yes.,

Q. Noew, the Laborer's and Municipal retirees

during 1983 what did they pay for the City coverage

if they did not have Medicare?

A, To the best of my knowledge they paid $55 a
Q. And if they had Mediare?
A, $29,

Q. ‘80 that the payment by the Pension Fund was
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independent of the charge levied by the City againat

i the annuitant, is that a fair statement?

A Yes, it is.

Q. And how long did the Fund, how long did the
annuitant and retirees employees of the Laborer's
and Municipal Funds continue to pay for the entire
amount of the insurance charge levied by the City?

A, Until their statutes were changed
approximately two years later.

o. And the amount of the reimburasement from
the funds is different from the amount reimbursed
from the Police and Fire Funds, is that a fair
statement?

A. That is & correct statement.

MR. BURNS: Thank vou.

THE COURT: Any recross?

MS. BECKETT: No recross.

THE COURT: Intervener?

CROSS~-EXAMINATION
BY MR. ERISLOV:

Q. Mr., Waters, have you Bpoken with
annuitants, are you familiar with the situation of
annuitants as far as their finances in general?

A. In what feSpect?
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Q. Their ability to pay for additional charges
for health care coverage?

A. I do know that most of them live on fixed
incomes, mainly derived from the annulty check we
send out once a month as a group., As an individual
annuitant, I can't speak.

Q. Have you been apprised from individual

annuitants of their ability to pay for this?

a, Yes, we have.
Q.- What was the information you were given?
A, From those contacts that I have had any

increase or some increase in their monthly premium
would be hard for them to bear.
0. Let's talk about these existing annuitants
for the moment.
Are you familiar with the interplay of
thelr coverage, City plan versus Medicare?
A. Somewhat, ves,

Q. Do you understand that by thelr work for
the City they were covered by the Medicare program?
A. I don't quite underatand your question.

Q. Are most of the annuitants Medicare
qualified for their work by the City?

A. I don't think they are.
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Q. And in effect they were hired prior to

-April 1, 1986, their work for the City will not

quality them for Medicare?

A, That is correct.

0. But they were hired after that day, their
work for the City will guality them for Medicare
coverage?

A, That is correct.

Q. S50 that as existing annuitants drop off of
the row by attrition, in effect die, future
annuitants as they come on will be picked up by the
Medicare program, isn't that right?

A ‘When they become Medicare eligible.

Q. So that what we are talking about for the
existing annuitant group is @ group which are
uniquely not covered by Medicare?

A, I would =ay vyes.

Q. Going back to the interplay of the §55,
$21, at the time that the funds starting picking up
these costs in accordance with the statutes, was
there an understanding in effect that the annuitants
for themselves not including dependent coverage
would not have to pay additional funds?

A. If you would rephrase it, please.
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The interplay of these two operations that

the statute created, that the statute permitted you

to pay
annuit
indica
covera
A.
at the
that i
.
at lea
A.
Q.
amount
A.

$55 or $21 per month on behalf of the
ant, and that money was peid off, would
te thaet the annuitant themselvee for their own
ge would have to pay nothing out of pocket?
At the time the program wag instituted ang
rate that they were in effect at that time,
8 correct.
And that has been the operation of the pPlan
st ever since 139827
That is correct,
Under the terms ennuitants have to pay some
for the medical costs, don't they?

Depends if you are speaking, are you

talking about a single individual?

Qa

Yee, of their actual, of the c¢laims not

talking about premiums, there is actual doctor

bills?

AI

Q.

Maybe you could start your guestion over.

Is there a floor amount that annuitants

would have to pay for dollar?

A-

Q.

For ==~

For mediéal costs from doctors?
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A. There is some cost by the annuitant.

Q. And a co-insurance provisien?

A, Yesr.

Q. So it is not just that the annuitants are

getting a free ride?

A, That is correct,

Q. You have also, I take it, in your work as
the chief operating office of the Police Fund
analyzed the Fund's ability to pay additional
amounts for annuitants health care, haven't you?

A. Yes, I have.

Q. Have you been advised as to the Funds, have
You come to a conclusion as to the Fund's ability to
pay additional amounts for annuitant health care?

A. I would Bay if our Fund had to pick up
gome, any or all of the costes for the annuitant
medical care, the Fund would be impaired.

Q. Impaired meaning --

A. We would not have as much money to pay for
the benefit that the Fund is created for.

Q. And ﬁhose benefits are what?

A, A monthly pension after years of service
for the City as a police officer.

Q. In fact the Police Fund is currently below
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100 percenping funding on an actuarial basis?

A. That is correct.

Q. So that if I may, does that mean that the
money in the Police Fund is not in a present value
basis sufficiently funded to pay the retirement
benefit, it was created to provide let alone =--

A, I am not an actuary, and although I have
some knowledge of present value, I cannot say that
the Pension Fund is not sound.

You can speak of 100 percent funding. That
generally relates to private industry for municipal
state funds, but 100 percent funding ie& not
neceasgarily the benchwork.

Q. With respect te a public fund by the Police
Fund, have you had it -- do you have an opinion as
to the Fund acturial ability when adding the medical
cost; cost of medical benefits on top of ita current
obligations, would it be actuarially sound under
those circumstances?

MS. VEERHUSEN: Your Honor, I would cobiject to
this line of questioning insofar as it exceeds the
scope of direct.

THE COURT: I'm going to sustain the objection.

You're going too far afield.
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MR. KRISLOV: Then I reserve the right to call

"him at the completion of the twe main parties cacse,

THE COURT: I'm not going to tell you how to try
your case,

Ms. Beckett, do you have any recross?
RECROSS-EXAMINATION
BY MS. BECKETT:

Q. Referring you back to the argument which I
believe was shown to you was a letter from Mayor
Washington from the four fundse, that letter appealed
for some kind of sympathy for the pengionaires,
didn't it?

A. You could categorize it as that, yes.

0. You didn't guestion the legalities of the
City's intentions, did you?

MR. BURNS: Objection, your Honor.

THE COURT: Sustained.

MR. BURNS: I object,.

THE COURT: Counsel, don't make any comments
after I sustain.

BY MS., BECKETT:

Q. You don't recall any lawsuit being filed at

that time to seek to halt the City from raising

premiums in 1983, do you?
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Al Ne, I do not,
Q. Referring you back to that statute you have
discussed in the 1983 statute governing annuitant's

health benefit and how the Pension Fund relates to

 that, you said it wes your understanding that the

Fund wae to obtain some kind of insurance coverage
for the annuitants?

A. To arrange coverage.

Q. And you do know that the statute requires
You to arrange coverage with insurance carrier,
don't you?

A, That is correct,

Q. Is it your opinion that the City of Chicago
is a carrier within the termes of the statute?

MR, FORDE: Objection.

THE COURT: Sustained.

M5. BECKETT: He hag ==~

THE COURT: Thies is a question the Court is
going to determine. Rephrase the question.
BY ME. BECKETT:

Q. Mr. Waters, you do believe that the Pension
Fund has satisfied the requirements of the statute
in obtaining and arranging for coverage through the

City, correct?
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A, Ygs.

MS. BECKETT: Ne further guestions,

THE COURT: 2nything further.

MR. BURNS: One question.

FURTHER RECROSS~EXAMINATION
BY MR. BURNS:

Q. If you know, did the City object to the
passage of the 1983 legislation that had been
mentioned?

A. As far as I know, they did not object.

MR, BURNSE: I have nothing further,

THE COURT: The witness may step down.

May I suggest that we take about a ten

| minute recess.

(Whereupon, a short recess
was taken,)
(Whereupon, there was a change

of reporters.)
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THE COURT: Mr. Heiss, call your next witness,

MR. HEISS: 1I call James Capasso, executive
director of the Laborers to the stand please.

{(Whereupon, the witness was
duly sworn.)
JAMES CAPASSO, JR.,
called as a witness herein, having been first duly
sworn, was examined and testified as follows:

THE COURT: For the record, I want you to state
your £full name and spell your last name.

THE WITNESS: James A. Capasso, Jr., C~a~p-a-s-s=-o0.

THE COURT: Your witness.

DIRECT EXAMINATION
BY MR. HEISS:

Q. Mr. Capassb, where do you live?

A. 8531 West Berwyn, Chicago.,

Q. What is your present position?

A, Executive director, chief operating officer
for the Laborers Pension Fund.

Q. During the break Mr, Capasso, I showed you
what was presented to the previous witness of certain
exhibits that were admitted into evidence and except
for Exhibit Number 5 and Exhibit Number 1, were these

exhibits also presented during the course of time to
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Annuitants?

MR. HERBERT: Could we have the numbers pleasea?

MR. HEISS: Yes. TIf you want me to, I'll give you
the numbers.

THE WITNES5S: Yes, they were.

BY MR. HEISS:

Q. Mr. Capasso, did you just review Exhibit
Humber 8 -- 7, 8, 6, 29, 18, 10, 35, 33 and 19?

A, Yes.

Q. I show you what has been already received in
evidence as Group Exhibit Number 1 which is the Group
Administration Agreement for the Policemen's Annuity
and Benefit Fund.

Does the Laborer's have a similar agreement as
contained in that exhibit?

A, Yes, sir, we do.

Q. And was that dated on or about the same time
or at a different year?

A. I believe ours was dated around 1966.

a. How, Mr. Capasso, since when have you beean
employed as an executive director of the Laborer's
Fund?

A. Since June of 1986.
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Q. By whom were you employed prior to being
employed by the Laborer's Fund?

a, By the City of Chicago.

Q. What capacity were you employed by the City of
Chicago?

a, In various years supervising timekeeper,
director of administration, supervisor of
adninistration services and finance officer for the
Department of Streets and Sanitation.

Q.' Prior to working in your capacity as an
executive director, were you ever connected with the
Laborers Pension fund other then being a member as a
City employee?

A. Yes, I was, I was a trustee from 1969 until
such time as I became the director.

Q. Are you familiar with health care benefits for
retiree members of the fund?

A. Yes, I am,

Q. How are you familiar with these benefits?

A, Well, as a City employee, I worked with the
employees as they left for their health care and, of
course, the day-to-day operations in the fund office as
executive director.

Q. Now, as a City employee would you please
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explain what you're talking about that you worked with
the employees when they left?

A, Well, the employee would call me up and notify
me that it was about his time that he was about to
retire. So the employee had to come into the office
and £ill out his resignation as well as fill out his
exit interview and so to speak, tie up all loose ends
with the bureau that he was working with so that he
could go onto the pension fund and apply for his
annuity.

At that time we would take his ~- I typed them
personally for many years. I type his resignation and
then later years when they began to use the exit
interview, I typed an exit interview with him and one
thing, of course, that we made sure of was to tell them
that it was his responsibility to go to City Hall, Roon
700 to talk to -~ at the time it was a woman who
handled the hospital care at the Department of Streets
and Sanitation who was Lorraine Garvey and after that
Marian Fasher.

They were to check with them and see how long
the coverage would be on the City's end of it and then
to make sure that when they went to the pension fund to

apply for their annuity, that they were to make sure
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they would .pick up their pension fund so that there was
no lapse in coverage. That's the main point, no lapse
in coverage,.

Q. Over what period of time did you perform these
duties to maintain the continuity of coverage for an
active employee to the point where he became a retiree?

A. You mean what my duties were? How long I did
it.

Q. Yes.

A, From 1966 ~-- approximately 1966 through 1982
and after that my subordinants did it.

Q. And this is while you were in the Bureau of
Streets and Sanitation?

A. Department of Streets and Sanitation, Bureau
of Streets.

Q. What city department -- what departments of
the Bureau of Streets advised the active employees
about retiree health care; in other words, to maintain
the continuity of these benefitg?

A Well, I personally know that Asphalt, Curb and
Gutter would have and those are the two bureaus that's
within the two sections within the Bureau of Streets,
and certainly it was commonplace that all the bureaus

of the Department'of Streets and Sanitation would do
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the same and there's about eight or nine bureaus within
the Department of Streets and Sanitation.

Q. What procedure does the fund follow with
regard to retiree health care for a member?

A. You mean when he comes into the office and
applies?

Q. Yes.

A. Well, when an employee comes into apply for
his annuity, he's asked to f£ill out an application and
state whether he wants hospital care or not., At such
time he asks for hospital care, we notify him as to
what the prorated check would be from the time -- to
cover the lapse of time from the time he left the City
until his first annuity check where we would start to

make that deduction. That lapse in time would be

covered by that prorated check that he would make up.

Q. When you're talking about a prorated check,
you're talking about premium rates; is that correct?

A, That's correct.

Q. For the Laborer's who established the premium
rates?

A, The premium rates that we're working with
right now were established by the City in 1982.

Q. Had those premium rates been changed at
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aA. No.

Q.. How were the premiums paid to the City?

A, They're deducted from the employee's annuity
check and supplemented with the pension funds portion
of their annuity supplement that we pay towards
hospital care and those monies are directed to the City
benefits division.

Q. How often do you pay those monies to the City?

A. Once a month.

0. Now, you were referring -~ you just referred
to a supplement. How was it established that the fund
would pay $25 -- pay a supplement for certain
individuals?

A, A state legislation back in 1985,

Q. And who would receive benefit from this
legislation in 19857 |

A. Only those people who -~ those annuitants who
were 65 years of age and with 15 years of service.
Those are the only people that ware eligible to receive
the annuity supplement towards hospitalization.

Q. Now, are there other people, individuals in
the ~~ that receive City ~- the annuitant medical

benefits from the'City of Chicago then those who are 65
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with 15 years of service?

A. Yas.

Q. What does the fund do with regard to those
individuals in their health care?

A, They deduct the City rates from their annuity

Q. . How many retired annuitants are in the fund?

A. About 4,058.

Q. How many are covered by health care?

A. Approximately 2100,

Q. How many of the 2100 receive a supplement?

A, Little over 1200,

Q. What does the average monthly annuity for a
retiree receive in the Laborer's Fund?

A. Well, I would go over and say that's for the
male annuity the average is $661, and for the spousal
annuaity, it's approximately $250,

Q. Do you agree with the testimony that you heard
of Jim Waters that it's been well-known for years that
the premium rates have been sBubstantially less then the
cost?

A, Yes, I do.

Q. Is that known to the members of the fund or I

should say it was easier to say the policemen, the
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members of .the laboring force who are retirees of your
fund, is that fact known to the active employees?

aA. Well, I believe, yes, because of the fact they
knew that the City's plan that was offered to them was
reasonable, yes.

Q. During your course in the job, did you have a
discussion with these individuals that were working?

A. In the courze of business you always have
discussions about everything. 1I'm sure the hospital
care was one of them.

Q. Was the fact that the City was to maintain
this plan, was it important to their continued
employment with the City?

A. Well, as City employees it was just common
Knowledge when you retire there was a plan for you to
go into. It was a comfort to them.

Q. In the plan that's in evidence, it covers the
Laborer's' employees, is that correct?

A. Would you repeat that?

Q. The plan that you just reviewed, ﬁhe exhibits,
is also the benefits package that covers the -- no,
it's not., In Exhibit A -- I withdraw that.

Exhibit A attached to the complaint is the

benefits package that was ~- that covers the retirees?

( ‘ _ ROP 79




O

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

58

A. Are you speaking of the City of Chicago
Annuity Health Care Bookle:?

Q. Yes.

A. Yes,

Q. How were they -- Number 337

A, That's correct.

Q. What coverage prior to 1985 did these
individuals receive?

A. They were =~- they received coverage with two
policy holders which were Blue Cross and Blue Shield
and Banker's,

Q. With Blue Cross and Blue Shield, Banker's were
the administrators of the plan; is that right?

A, That's correct.

Q. The benefits that they received immediately
prior to the new plan in 1985, were those benefits the
benefits that the active employees received from the
City of Chicago?

A. Before 198 =-

Q. 1857

A. Yes.

Q. And those were the benefits that were in place
for the previous ten years?

A, Yes. I would say, ves.
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Q. Were you -~ you were familiar with the
intention of the City to increase the premium rates by
100 percent in 1984; is that correct?

B. Yes.

Q. How were you so familiar?

A, I attended a meeting that was requested by
Barbara Malloy in the municipal pension fund office and
Barbara Malloy and other representives of the City
there were a couple that were some union
representatives and the four pension funds attended
that meeting.

Q. What was discussed at that meeting?

A. The discussion centered around the
reenrollment of the employees and, of course, the
ahnuitants and the raise in perimeters.

Q. Were the annuitants, in fact, reenrolled?

A, Yes.

Q. Were the premiums raised?

A. No.

Q. I show you what has already been presenﬁed to
Ms. Beckett and it's marked laborer's' Exhibit Number 1
for identification. They are not marked but it's the

Laborers' minutes and are those -- what does that

document indicate?
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A, Well, by Board action, the Board approved
reenrolling of the annuitants into that plan as
requested, but also st that time legislation came
through to allow us to give that annuity supplement of
$25 towards his health care 50 both were taken care of.

Q. And that was the statute that you discussed
before that was amended in 1985; is that correct?

A, That's correct.

Q. And is this the action the fund took in
approving the plan -~ the City of Chicago plan for the
annuitants?

A. Yes.

Q. And then by improving the plan for those
person's that were 65 with 15 years of service then at
that particular time the fund paid the supplement for
those persons; is that correct?

A. That's correct.

Q. Now, is the fund paid that supplement every
month for anybody in that class from the inception in
the fall of 1%85 to present?

A. Yes,

Q. And the =~ in addition to the $25 that the
fund pays, the retirees have continued to make the

payments for the premium rate on their own behalf out
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of their pension check; is that correct?

A, That's correct.

MR. HEISS: Thank you. Your Honor, I don't have
anything further.

THE COURT: Cross-examihation?

MS. BECKETT: Yes, your Honor.

CROSS-EXAMINATION
BY MS. BECKETT:

Q. Mr. Capasso, you said that the premium rates
in effect currently are those that were established by
the City in 1982, right?

A. Yes.

Q. When you say "the City," isn't it a fact that
the rates were communicated to you by Blue Cross/Blue
Shield and Banker's?

A. I believe Blue Cross and Banker's at the
City's request sent out information. They wouldn't
have done it without the City making a request.

Q. As far as you know there wasn't any executive
order issued by the mayor setting those rates, was
there?

A, I wouldn't know that.

Q. You don't know if there was a City Counsel

ordinance setting these rates for annuitants?
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A, I couldn't tell you.

Q. S50 you don't know if there was a City Counsel
resclution setting out those rates, do you?

A. No.

Q. Mr. Capasso, 1s an annuitant the same thing as
an employee?

A, In essence, yes. 1It's just a former employee.

Q. An annuitant is not an active employee, is it?

A, To answer the question directly, no. But it
makes no difference before or after, you're still
either a prior or a past employee of the City of
Chicago.

Q. An annuitant is not working for the City and
receiving a paychebk is he or she?

A. No. It represents their prior class.

Q. An annuitant receives a pension check?

A. That's correct,

Q. And an employee receives a paycheck, right?

A, Yes.

MS5. BECKETT: No more questions.

THE COURT: Anymore questions of this witness?

MR. BURNS: 1I've just got one gquestion.

REDIRECT EXAMINATION

BY MR. BURNS:
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Q. Mr. Capassgo in your testimony with respect to
the monthly annuity, you used the word “"spousal
annuity." By that do you =- can you define that a
little more precisely.

A. Of course, we have employees who were women
who would have had husbands who would have been
entitled to an annuity also.

Q. Does their have to be an act that causes that
annuity to be paid? 1Is retirement sufficient?

A. Is the retirement sufficient?

Q. Or is it a survivor?

A. They are. During the course of his
employment, the City pays eight and a half percent of
his annuity, six and a half percent is for pension for
himself, a point and a half is for the spousal's
annuity and the other half point is for an automatic
increase.,

Q. Is that gpousal benefit paid while the retired
employee is receiving a benefit?

A. No. He has to die.

Q. 80 it's a widow's benefit?

A. That's correct.

MR. BURNS8: Nothing further.

THE COURT: Mr. RKrislov?
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REDIRECT EXAMINATION
BY MR. EKRIBLOV:

Q. Mr. Capasso, in your opinion as the chief
operating officer of the fund, are you generally
Familiar with the financial circumstances of your
annuitants?

A, Yes., Wait a minute now, you're talking about
their personal finances?

Q. Yes.

a. No. Only to the point where they would ever
say anything, but neo.

Q. Have any of them ever said anything?

A. Well, the only reason that they would say
anything is if they're worried.

Q. Have you an opinion based on what they've said
and your knowledge of their personal circumstances as
to their ability to be paid additional amounts for
medical coverage?

A. Only by the correspondence.

MR. HERBERT: Objection.

THE COURT: Technical objection. You've got lay a
foundation.

BY MR. KRISLOV:

Q. Do you have -- based on the communication, do
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you have the annuitants of your fund? Do you feel
yourself able to opine as to their circumstance, their
ability in general to bear additional costs in medical
coverage?

MR. HERBERT: Same objection, your Honor.

THE COURT: Objectionris sustained.

MR. KRISLOV: 1I'll withdraw it.

THE CQURT: Anything further?

MR. HEISS5s I have nothing further.

Apparently the record isn't clear Ms. Beckett
has stipulated to the admission of Laborer's Exhibit
Number 1 in evidence; is that correct?

M5. BECKETT: I have seen that. 1I've not been able
to convey that to you. Yes, I have stipulated.

MR. HEISS: You didn't produce it so I want to make
sure that the stipulation is on the record.

MS5. BECKETT: That's correct.

THE COURT: So stipulated.

MR. HEISS: Thank you, your Honor.

THE COURT: Nothing further?

MS. BECEKETT: No.

THE COURT: You may step down,

MR. BURNS: PFiremen want to call Mr. Holland as a

witness.
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{Whereupon, the witness was
duly sworn.)
NORMAN S, HOLLAND,

called as a witness herein, having been first duly
sworn, was examined and testified as follows:

THE COURT: Have a seat, sir. For the record
please state state your full name?

THE WITHNESS: Norman S. Holland, H-o~l-l-~a-n=-d.

THE COURT: Your witnessg sir, Mr. Burns.

MR; BURNS: Thank you, Judge.

DIRECT EXAMINATION

BY MR. BURNS:

Q. Mr. Holland, who are you employed currently?

A. Chicago Fire Department.

Q. And what is your status with the fire
department?

A. I am a captain on detached services as of June
1 of this year.

THE COURT: Captain of what?

THE WITNESS: Detached services, nonactive in the
field.
BY MR. BURHNS:

0. And how long have you been a firefighter?

A. S8ince December 16, 1970,
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J/‘Ff,:('eﬂ‘%?wr B

Q. Do you have other family members who are
firefighters or who were firefighters?

A, My father, Ray Holland, Sr., 32 years, was
captain on the Chicago Fire Department, died of cancer.
My brother Raymond is a captain on the Chicago Fire
Department. Now, my brother Martin is on leave of
absence from the Chicago Fire Department.

Q. Do you hold a position with Firefighter's
Local Number 27?

A. Yes. I'm currently the director of contract
enforcement for Local 2 since ¥ay 1, 1987.

Q. And prior to May 1, 1987, did you hold any
offices in Local Number 27

A, From May 1, 1982 to May 1, 1984, I was
grievance chairman and from 1976 to 1982 I was steward
in the 19th Battalion.

Q. As an officer of Local Number 2, have you
participated in any collective bargainin§ negotiations
with representatives of the City of Chicago?

A. Yes, I have. |

Q. Have those negotiations resulted in collective
bargaining agreements?

A. Yes, they have.

Q. What positions. if any, have you held with the
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Firemen's Annuity and Benefit fund?

a. December 1283 I was elected trustee of the
Firemen's Annuity and Benefit fund to £fill the
unexpired term of Frank Murphy and on or about June of
1934 I was elected by the board members ags vice
president to £ill the seat left open by the death of
Don Foley, and I was reelected to a three-year term
October of '84 and reelected in October of '87 to
another three~year term.

I was the secretary of the Firemen's Annuity
Benefit fund from December 1984 to December 1987 and am
currently the president of the Firemen's Annuity
Benefit fund.

Q. Mr. Holland, I hand you Defendant's Exhibit 6,
7. 8, 10, and 18 which have been admitted into evidence
with regards to the Policemen's Annuity Fund and I
would ask you whether in your capacity as a
representative of the Piremen's Annuity fund you've had
occasion to see those or identical documents addressed
to the Piremen's Annuity fund?

a, Por Exhibit 8 I've never geen it.

THE COURT: Exhibit what?

THE WITNESS: Exhibit 8.

THE COURT: That's Exhibit 6, I believe.
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THE WITNESS: Exhibit 6 I have not séen.

THE COURT: You have not seen it?

THE WITNESS: I have not seen it. Exhibit 7 I did
not see this either.

BY MR. BURNS:

Q. Those precede your time with the Board, you
have not seen them subsegquently?

A, No, I have not, I did see Exhibit 18.

Q. Did the Firemen's fund receive a similar memo
from Barbara Malloy on or about May 30, 1985 regarding
reenrollment of retirees?

A. Yas.

Q. I hand you Defendant's Exhibit 29, a letter
dated December 9, 1987, from Mr. Williams addressed to
Donald Campbell, the actuary, and ask you whether
you've seen that document?

A, Yes, I have.

Q. I hand you Defendant's Exhibit 35 an updated
letter over the stamped signature of the Harold
Washington, Mayor of the City of Chicago, and ask you
whether you've seen that letter or are you aware that
such a letter was sent to annuitants of the Firemen's
Annuity fund?

A. " Yes. This was Bent to our retirees to
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reenroll in the package.

Q. And you have knowledge, sir, as to whether or
not firemen and firefighter annuitants are covered by
the medical benefits plan, the summary plan description
of which is Defendant Exhibit 33?7

A. Yes, they are.

Q. Do you know, Mr. Holland, approximately how
many annuitants of the Firemen's Annuity fund are
participants in the health care program of the City of
Chicago for retired employees?

A. We have approximately 1,970 retired
firefighters in the City Health Plan.

0. Do you have any idea as to how many
dependents -- spouses and dependents would be covered
under that program?

A, Our records indicate about 1,430 dependents or
spouses.

Q. Do you have separate coverage for widows of
surviving ~- surviving widows of deceased firefighters?

A. Yes, we do.

Q. And about approximately how many widows are
currently covered?

A. 750 approximately.

Q. Have you had occasion to check the average
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pension check received by recipients of the pension
benefits from the Firemen's Annuity fund?

A, Based on the information from our December
actuarial statement a retiree receives in the area of
$1400 a month.

Q. How about widows? Are there surviving widow
benefits?

A, Yes, there ig,

Q. And how much would that average be?

A. 8390 approximately.

Q. Now, I believe you testified, Mr. Holland,
that you have been a firefighter since December 1970.
In the course of your employment particularly your
involvement with Local 2 of the Firefighters Union,
have you had reason to familiarize yourself with the
past practice regarding the coverage of retired
employees under City sponsored health care programg?

A. Yes, 1 have,

Q. All right. Could you tell the Court what the
situation was with respect to retired employees as far
back as you can go, bring us up to date and give us a
brief overview with respect to coverage and with
respect to whether the payment by retirees constituted

the full gost of pfoviding benefits for these retired
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employees, their spouse and dependents?

A, Prior to 1876, Local 2 was the administrator
of the health care program and the City would negotiate
with Local 2 and would pay Local 2 hospitalization
costs and that would be in lieu of additional salary we
negotiated for health benefit package.

Up until 1976, the local would handle the
retiree's annuity hospitalization and in 1976, the
City administration took over and became self~funded
and Local 2 turned over the hospitalization program
that we were operating out of Local 2's office to the
City administrator, and at that time the City gave us
the amount whatever the retirees annuities premium
would be. Through our negotiations through the '60s,
the City picked up the entire active man's health care
costs.

Q. Now, directing your attention to ~- with
respect to active employees, was there a time when
employees of the City would contribute towards their
own health care costs?

A. I wasn't on the job then.

Q. Okay. Since you've bheen employed, have City
employees paid for health care coverage?

A, Mot since I've been employed.
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Q. How about dependent's coverage?

A, Not to my recollection.

Q. Ever paid for it to your recollection or you
have no knowledge of it?

A, No. Have never paid for it to my
recollection,

MR. BURNS: Excuse me, your Honor. There is a
mix-up on the exhibits and I need to get the numbers
straightened out.

BY MR. BURNS:

Q. Mr. Holland, I will hand you what has been
marked for identification as Defendant's Exhibit 34~A.

A. Yes, sir.

THE COURT: Mr. Burns, is this in evidence by
stipulation?

MR. BURNS: Yes.

THE COURT: Thank you.

MR. BURNS: 1It's listed as 34 and we didn't have ==
there are two contracts. One of the reasons for the
delay was to identify the exhibits properly.

BY MR. BURNS:

Q. Mr. Holland, I hand you what has been marked

for identification Defendant's Exhibit 34 and ask you

if you can identify this document?
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THE COURT: 34-A.

MR. BURNS: 34-A, I'm sorry.

THE WITNESS: It's the labor agreement between
Chicago Pirefighter's Local 2 and the City of Chicago,
January 1, '82 to Dacember 31, 1283.

MR. BURNS: I have a problem, Judge. The coéy I
have is missing a page. The page is the important
page.

Could I examine your copy and see if it's
two-sided? It is.
BY MR. BURNS:

Q. Mr. Holland, I would direct your attention to
pages 19 and 20 --

A. Yes, sir .

Q. -= of Exhibit 34-A and ask you whether those
pages accurately reflect the provisions of the labor
agreement regarding health care coverage?

A, They do and this labor agreement was in effect
through and up to March 13, 1986, because there are
other contracts which wasn't in effect until March of
'86.

Q. All right. That continuation and effect was
pursuant to the provision and agreement that says it

will continue in effect, until it is replaced by
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another document?

A, Yes, sir,

g. Now, directing your attention to those pages
again, sir.

What change, if any, occurred with respect to
the coverage of retired employees as a result of this
provision that is Section 12.1 in the labor agreement?

A, You're addressing to the new contract?

Q. Talking about the 1982~'84 contract.

Did that document change the type of insurance
coverage that had been enjoyed by retired employees and
their dependents prior to the execution of this
agreement?

A. No. This is the same as prior to this
agreement.

0. Does this document reflect the then existing
practice with respect to insurance coverage for all
City retired employees if you know?

A. It's the same that was before and it's the
same for all City employees except for I think
occupational.

Q. Now, under this contract, Mr. Holland, if an
employee retires at age 55 a firefighter covered -- how

long is that individual covered by this program?
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Up until his age.

Or by this clause of the contract?

To age 65.

How, Ms. Beckett in her opening statements
statement that coverage is for two vyears.

Do you have any idea what she was referring

No, sir,
Is thare a clause in that contract that

that firefighters who continue employment

until the compulsory retirement age of 63 will be

covered until age 65 at no cost to the individual?

A.
Q.
the reti
A,
Q.
1983 was
A.
Q.
A
Q.
A.

MR.

Yes, sir, there is,

And under what plan is that active employee or
red employee covered?

City's Active Plan.

All right. 1In 1970 -- I'm sorry 1982, and in
there any difference between those plans?

No, sir.

Is there a difference today?

With the present plan there is.

And when 4did that change take place?

March 13, 1986.

BURNS: I would offer 34-A, Judge.
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THE COURT: 1Is -- 34-A was not included in the
exhibit, is that it?
MR. BURNS: The list said that it would be the
labor agreement without identifying the term.
THE COURT: Any objection to 34-A? It may be
received?
M5. BECKETT: I just want to be clear that 34-A isg
not a duplication of this yellow book or is it a
duplication?
MR. BURNS: 34-A is a duplication of the blue book.
MS. BECRETT: Of the blue book. That's what I
needed to verify.
THE COQURT: No objection to it. Strike the
identification marks. It will be received.
(Whereupon, Exhibit
Number 34-A was received in
avidence.)
MR. BURNS: Your Honor, with the court's indulgence
I will have marked for identification as Defendant's
Bxhibit 34-B a copy of the 1982 -- the January 1,
1934-pecember 31, 1987 Labor Agreement. Because of the
mix-up, I don't have sufficient copies for everyone at
this time, but I have given a copy to Ms. Beckett.

THE COURT: That's the yellow copy Ms. Beckett,
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34-3,

M8. BECKETT: Thank you, your Honor,
BY MR. BURHS:

Q. Mr. Holland, I show you what has been marked
for identification as Defendant's Exhibit 34-B and ask
you whether you can identify that document?

A. Yes, sir.

Q. And what is it?

A, It's a labor agreement from 1984 to December
31, 1987. |

Q. And when did that agreement become effective
as a practical matter?

A. I think City Counsel ratified it to April 10,
1986 or thereabouts.

0. And what changesg, if any, occurred if you can
tell us as to health care coverage of retired
firefighters?

A. The change was dropped. Those employees who
worked to 63 which used to be compulsory retirement age
dropped the option that the City pays for their
hospitalization from 63 to 65,

Q. And what was the reason for that omission?

A. In the arbitrator's statement of why he

dropped that provision is that firefighters could work
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up to age 70 now, which was then current compulsory
retirement agdge or could retire as early as 50. So he'd
seen no need to keep that section in the contract, the
arbitrator's position.

Q. 50 compulsory retirement age of 63 was omitted
as a employment requirement or practice of the City; is
that a fair statement?

A, Yes, sir.

Q. Now, what would occur upon a retired
firefighter who retired at age 55? What would occur
when that individual reached age 65 during the term of
that agreement?

A. He would be allowed to participate in the
supplemental City benefit health care.

Q. When you say "supplemental® by what do you
mean by that?

a, When they reach 65, he's eligible for medicare
and he can participate in medicare if he has the
guarters.

Q. What if the individual does not have
sufficlent credit to 4ualify for medicare coverage?

A. He would stay in the program and pay the §55,.

Q. Now, does that contract clause express

anything different from what you understood the
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practice to be with respect to all City retirees?

A, I believe this to be the same for all City
retirees,.

Q. Now, have you participated in the negotiations
for the Labor Agreement which is to succeed the
1984-1987 Agreement?

A. I have.

Q. Now, can you tell us what changes, if any, are
present? Let me back up a bit. Has Local 2 reached an
agreement with the City upon a labor agreement?

A. Yes, we have,

Q. And what is the status of that agreement at
the present time?

A. It's waiting ratification by the City Counsel.

Q. All right., Can you tell us the changes, if
any, in the health benefit sgsection of the labor
agreement which would be -~ which will succeed the
document that you have?

A. It reestablishes the 63 to 65 provision City
paid health care.

Q. Is there any changes with respect to the City
covering retired firefighters under the City of
Chicago's Annuitant Medical Benefits Plan?

A, No, gir.
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Q. And what period of time is covered by that
labor agreement?

A, January 1, 1988 to December 31, 1991.

Q. Was it your understanding of when that clause
was negotiated that the City was obligated to retired
coverage ~~ retired firefighters under the existing
annuitant benefit plan until the expiration date of
that labor agreement?

A, Yes, sir.

Q.' Did anybody from the City represent to you
during negotiations that that annuitant benefit®s plan
could be terminated?

A. No, sir.

Q. Did anybody from the City indicate to you
during negotiations that the contribution rates
required of participants in that program would be
increased?

A, No, sir.

Q. How many meetings would you say that Local 2
had with representives of the City in the negotiation
of that labor agreement?

A. Over 50.

Q. 5-07?

A. Yes, sir.
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Q. At anytime during the negotiations, did any
representative of the City advise negotiations for
Local 2 that upon attainment of age 65 that the retired
firefighters would no longer be covered by the
Annuitant Medical Benefits Plan?

h. Did not.

Q. Mr, Holland, you have been present during the
testimony of Mr. Waters and Mr. Capasso today?

A. Yes, sir.

Q. Have you heard their testimony with respect to
conversations with perspective retirees as to coverage
under the City of Chicago's Annuitant Benefit Plan?

A, Yes.

Q. 1f I asked you questions with regard to
conversations that you have had with firefighters, what
would your answers be?

A. Basically the same.

Q. Did Local 2 consider post-employment coverage
under the City's Annuitant Benefit Plan an important
condition of employment that existed for firefighters?

A, It does.

Q. I believe there's been testimony, Mr. Holland,
with respect to the City reenrolling retirees in the

City's program in 1985.
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Are you familiar or did you have any
involvement with the reenrollment process?

A, Yes, sir, I did.

Q. And what capacity were you serving at that
time with respect to the Firemen's Annuity fund?

A. I was the secretary of the Piremen's Annuity
fund in 1985.

0. Did you participate in meetings with Barbara
Malloy in 1985 with respect to reenrollment?

A, Yes, sir, I did.

Q. And at that time Ms. Malloy was in the
employee benefit section or some comparable section of
the City?

A. Yes, sir.

Q. Do you know her title?

a. I think she was the benefits director.

Q. Now, wﬁat if anything was said by #s. Malloy
during your -- well, first let me ask you.

How many meetings did you have with hef in
1985 with respect to enrollment.

A, Three or four with Barbara in my office.

Q. Can you tell me what Ms. Malloy's position was
as to whether retirees would benefit from being in the

new medical benefits plan of the City of Chicago?
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Q. Her position was retirees and widows would
benefit greatly based on a major medical being raised
from $250,000 to a million dollars.

Q. How about any other coverage?

A. All our firefighters chemotherapy and cancer
treatment. A lot of people have cancer.

Q. Prescription drugs?

A, Prescription drugs was another item.

Q. What if anything was said by Ms. Malloy or any
representative of the City in 1985 during the
diacussions you had with respect to reenrollment as to
terminating the insurance in the near future or at
anytime?

A, None,

Q. Was it your understanding based upon your
conversation with Ms. Malloy that the City intended to
keep those programs or coverage in effect on a
indefinite basis?

a, That's my understanding with Ms. Malloy.

Q. What if anything did Ms. Malloy or any
representative of the City say with respect to
increasing the premium charges to be made?

A. They never talked about increasing premiums.

Q. And is it not a fact, Mr. Holland, thét at
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that time in 1985 the City of Chicago and Firefighter's
Labor Agreement was still in effect that set the
contribution rate at the amounts contained in Exhibit
34-B? No, the yellow book.

This contract was still in effect at that time
or was this one?

A, 34-A was in effect.

Q. 34~A was in effect.

When did you first become aware that the
payment made by retired employees was not equal to the
cost of the health care coverage that they were
receiving from the City?

A. When I personally was made aware of it was
last October.

Q. How did you become aware of that?

A. The letter that I received I think one of the
letters I looked at earlier.

Q. Well, was it your believe, sir, that until
that time that the retirees were paying the actual cost
of the city coverage?

A, To the best of my knowledge.

Q. Are you referring to the October 19, 1987,
letter that was sent?

A Yes, sir.
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Q. Over the signature of Mr. Minor?

A, Yes, sir.

Q. Regarding a lawsuit for benefits -- for health
care benefitsg?

A, Yes, sir.

Q. I believe the record is clear, but it might be
from statements made by me rather then testimony.

Isn't it true, Mr. Holland, why don't you tell
us with respect to the state statute that Mr. Waters
hag deécribed, 1s there a similar provision to the
firefighters?

A, We have the identical provision in our state
statute that was signed on the same date,

Q. Now, that distinguishes the police and
Firemen's Fund from the Laborer's and Municipal Funds?

A. Yes, sir.

Q. Now =- well, let me ask with respect to the
Piremen's Pund.

Does the Firemen's fund make any payment to
defray the costs of health care coverage of widows and
dependents of deceased firefighters?

A. No. We don't pay for that that comes out of
their check.

Q. Now, is it accurate to say that the only
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premium made by the Firemen's Fund towards health care
is $55 or $21 provided in the statute we referred to?

4, It's fair to say we pay that supplement up to
$25 and up to $21.

MR. BURNS: I have nothing further.

MR. HEISS: No questions, your Honor.

THE COURT: Mr. Krislov any questions?

MR. EKRISLOV: No,

THE COURT: Cross-—examination, Ms. Beckett?

MR. HERBERT: Could we have just a few moments to
confer?

THE COURT: Sure. 1I'll give you a five minute
break before you continue.

(Whereupon, a recess was
had.)

THE COURT: Cross-examination Ms., Beckett?

MS. BECKETT: Thank you, your Honor.

CROSS~EXAMINATION
BY MS. BECKETT:

Q. MI. Holiand, could you go back and describe a
little bit more the practices you know for annuitants
paying their own premium -- annuitants of the Firemen's
Fund paying their own premiums for health insurance

coverage in the '7bs?
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A, Prior to 1976, Local 2 was the administrator
that hired Banker's Life to handle the administrative
fee. They were the self~insured of the hospitalization
program for active and retirees,

Q. So did retirees pay premiums?

A. Yes. They paid a premium to Local 2, monthly
premium.

Q. Drawing your attention first to what has been
marked as Defendant's Exhibit 34-A.

Do you still have a copy of that in front of
you?

A. Yes,

0. Could you please look to page 19. You were
looking at that earlier.

A. Yes,

Q. Can you please just read for the record the
last sentence of the last paragraph of the ~--

MR. BURNS: Document speaks for itself, Judge.

THE COURT: Overruled. 1It's cross=-examination.
For emphasis on cross-examination, I'll1 give her that
amount of latitude.

What does the last sentence read?
THE WITNESS: "™However, coverage under a plan for

such persons shall terminate when a person either
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reaches the age of 65 or ceases to be a dependent as
defined in the plan whichever occurs first."
BY MS. BECKETT:

Q. Now, directing your attention t§ page 28 on
the document marked Exhibit 34-B. "This is the yellow
book. I believe you also have a copy in front of you.
Could you look to that page?

THE COURT: What page, Ms. Beckett?

MS. BECRETT: 28.

BY MS. BECKETT:

Q. Drawing your attention to paragraph C in the
middle of the page, could you please read the first
sentence there?

A, "Employees who retire pursuant to the pension
statutes shall be allowed to participate in the City of
Chicago Annuity Medical Benefit Plan untiil reaching age
65 provided they pay then current contribution rates.

Q. Thank you.

Do you understand that term "City of Chicago
Annuiltants Medical Benefit Plan to refer to this
document that was earlier marked Defendant's Exhibit
33?2

A. Yes.

Q. Then you are aware, are you not, that page 3
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of this document 33 includes a termination of coverage
plan -- excuse ma2, provision?

a, Now, that you point it out it says,
"termination of coverage section."

Q. And it lists several =--

A, Options.

Q. Or continuances which the plan might be
terminated?

A, Yes.

Q. I'd like to draw your attention back to the
two documents we just read from and I'm again going to
ask you to read from them.

Let's look again at page 34-A, page 7.
Directing your attention to the top of the page.

A, Yés.

Q. Article VI entire agreement.

Could you read the first -- well, I'm -~ let
the record reflect that this is this paragraph and
could I ask the witness to read the first paragraph of
this section?

A. Section A?

Q. Yes.

A, "This agreement constitutes the complete

entire agreement between the parties and concludes
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collective bargaining, except as provided for in
grievance procedure for it's term."

Q. Okay. Directing your attention to page 9 of
the yellow book which is Exhibit 34-B. WNear the top of
the page it also bears the heading, "Article VI Entire
Agreement."

As far as you know is this Article VI
substantially identical to that in the 34=A7

A. Yes, it is.

Q.. You mentioned that in 1984 you had a series of
discussions with Barbara Malloy who was then the
benefits manager?

A. No, I did not.

Q. Did you not say that you met with Barbara
Malloy several times in 1984-1985?

A. 1985.

THE COURT;:; 1885,

BY MS. BECRETT:

Q. 1985,

Okay. You said that there was no discussion
of premium rates going upy is that correct?

A, That's true.

Q. So there was no discussion of them not going

up, there just was no discussion of their going up?
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A. The only discussion Barbara Malloy had with me
was helping her reenroll our retirees and widowszs and
she would provide me with a document showing the
benefits of the new plan for 1985,

Q. You testified that negotiations have recently
been completed on yet a new contract document that
would supersede what is Exhibit 34-B, correct?

A. Yes.

Q. But you testified thig has not yet gone into
effect, didn't you?

A, That's true.

Q. And that's because the City Counsel hasn't
ratified it?

A. Just got it last week.

Q. S0 the City Counsel hasn't ratified it?

A. Right.

Q. 50 it isn't if effect?

A. No.

MS. BECKETT: I don't have anymore questions.

THE COCRT: Anything further on redirect?

MR. BURNS: I have a question,

REDIRECT EXAMINATION
BY MR. BURNS:

0. Mr. Hollénd, have you been present during
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at which the City expressed it's position as to
negotiating for retirees?

A, They don't negotiate for retirees.

Q. Has that have been expressed at meetings?

A, Yes, sir,

Q. Has the language of the clauseg that
Ms. Beckett had you read -- has that language about
ending at age 65 any correlation with the City's
position that it does not negotiate for retireea?

A, Not to my knowledge. 1It's been in there.
It's the language that was in there before with the
'82~'84 Agreement.

MR. BURNS: I have no further questions.

THE COURT: Anything further, Ms. Beckett?

M5. BECEETT: No, |

THE COURT: You may have step down.

MR. EKRISLOV: Your Honor, one second. I'm =~

THE COURT: I'm sorry Mr. Krislov. I didn't see
your hand up there.

REDIRECT EXAMINATION

BY MS. KRISLOV:

Q. Mr, Holland, is it your understanding that

when annuitant —-- that when the age 65 termination

93
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occurs, that the annuitants will pick up the same plan
that the other fund annuitants pick up?

A, That's my understanding.

MR. KRISLOV: Thank you.

THE COURT: Anything else? You may step down now.

All right. 1It's quarter-after-five today.
Can somebody give a direction of what you want to do?

MR. FORDE: We have another short witness here. An
executive director for the fund will not be
repetitious.

THE COURT: I would like to finish with the chief
executives of the various funds today. Any objection,
Ms. Beckett?

MS. BECKETT: No objection.

MR. MAROVITZ: 1t will be brief, your Honor.

MR. HEISS: TIf I go past 5:20 shoot me.

THE COURT: Counsel, you may tell me it's brief., I
hold my breath but not long.

(Whereupon, the witness was
duly sworn.)
THOMAS J. STACK.,
called as a witness herein, having been first duly
sworn, was examined and testified as follows:

THE COURT: Would you please have a seat, sir.
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For the record state your full name, spell
your last name and keep your voice up so that everybody
can hear you.

THE WITNESS: Yes, sir. Thomas J. Stack,
S-t-a~-c=-k.

THE COURT: Your witness, sir.

DIRECT EXAMINATION

BY MR, HEISS:

Q. Mr. Stack, where do vou live?

A, 9122 South Oakley, Chicago, Illinois.

Q. By whom are vou currently employed?

A. Municipal Employee Annuity and Benefit Fund.

Q. In what capacity are you employed by them?

A. As the executive director.

Q. How long have you been employed by Municipal
as the executive director?

A, For two years.

Q. Prior to that by whom were you employed?

aA. I was employed by the Laborer's Pension Fund
for approximately a year and a half.

Q. In what capacity?

A, Ags executive director.

Q. Prior to that, where were you employed?

aA. I was emﬁloyed by the Policemen's Annuity and
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Benefit Fund for 13 years.

Q. Now, is it safe to say, Mr. Stack, that you
have an idea and are familiar with retiree health care
for the reﬁirees of the City of Chicago?

A. Yes, sir,.

Q. You have heard the testimony before of
Mr. Waters and Mr. Holland and Mr. Capasso. The
testimony that you were to give regarding Municipal
workers except for the contractual obligations
contained in the Piremen's Pund be similar to those
individuals and except for where the statute provisions
are different?

A. Yes.

Q. At the last break I had an opportunitj for you
to review those exhibits, Defendant's Exhibit 6, 7, 8,
10, 18, 33, and 29 already admitted into evidence and
ask you if on behalf of the Municipal Pund that you're
familiar with those éocuments?

A. Yes, I am.

Q. Then the Municipal Fund was also involved in
the reenrollment of retirees in 19857

A. Yes, it was.

Q. Mr. Stack, how many retired annuitants are

there in the Municipal Fund?
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A. 13,800.

0. How many of those annuitants are covered by
the City of Chicago Annuitant Health Care Plan?

A. 5,080.

Q. Of that 5,080 approximately how many receive
the $25 supplement pursuant to the statute?

A. About 3500 of them do.

0. The balance of those are then comprised of
widows and dependents?

a, Correct.

Q. Now, the widows and the dependents don't
receive anything from the pension fund; that is
correct?

A. That's correct.

Q. And like the Laborer's Fund, does the
Municipal PFund subsidize those individuals with 65
years of service -~ I'm sorry with age 65 and 15 years
of service $25 on their premiums?

A, Yes, it does.

Q. And the premium rate that's in place was
established by the City of Chicago and that's been the
rate since 19827

A, Yes, it has.

Q. I show you what has been =-- what will be
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Defendant's Municipal Exhibit Number 1 and Ms. Beckett
this is the minutes from the monthly meeting that you
saw before and you are stipulating that Municipal
Exhibit Number 1 be admitted into evidence and ask you
if this is the minutes of the meeting of the Board of
Trustees of the Municipal Pund approving the payment of
the 82572

A. Yes.

Q. Approving the City plan and the payment of $25
for those persons 65 years of age with 15 years of
service?

A, Yaes, it is,

Q. ‘Now, you don't approve the plan for the
individuals that are not 65 and 15, but there are many
members of the fund who receive the bhenefits under the
City of Chicago Annuitant Health Care Plan; is that
correct?

A, That's correct.

Q. And for those individuals they pay all their
own premiums; is that correct?

A. That is correct,

Q. And if you deduct that provision =~ I'm sorry,
you deduct that premium from their monthly annuity?

A. We do.
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Q. Were you familiar with the intention of the
City of Chicago to increase the premiums by 100 percent
in 19842

A, Yes, I was.

0. And did the City of Chicago, in fact, increase
those premiums?

A, No, sir.

MR. HEISS: I have no further questions.

THE COURT: Any gquestions, Police Fund?

MR. FORDE: No

THE COURT: Any questions, Firemen's Fund?

- MR. BURNS: HNone, your Honor.,

THE COURT: Any questions, Interveners?

MR. MAROVITZ: None, your Honor.

THE COURT: Any cross-examination, Ma. Beckett?

MS. BECKETT: One moment. We'll waive
crogs—examination of this witness.

THE COURT: Cross-examination waived. You may step
down, sir.

THE WITNESS: Thank you, sir.

THE COURT: All right. Now, before we proceed any
further, since the defendants are putting on their
case, can you give me an indication of how we'll

proceed when we reconvene tomorrow at 11:00 o'clock?
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How many witnesses?

MR, FORDE: Yes, your Honor. I can tell you
many -+~ we have three City witnesses that we've
designated and those three witnesses will not =~
together --

MS. BECKETT: Four. Thres are actually available
now. Four will be available starting tomorrow at
11:00.

MR. FORDE: Those four witnesses should not exceed
one hour.

THE COURT: You went past 5:00 today. You're going
to go past 5:00 tomorrow if you have to?

MR. FORDE: 8ir, I just want to give you -- that's
my expectation. We have a number of -- we have one
other witness in the morning at 11:00 o'clock in the
morning who will be a half hour no less.

MS. VEERHUSEN: Corract.

MR, PORDE: That's an hour and a half, We have a
number of annuitants and we are concerned about that
fine line between emphasis and redundancy and we will
be calling a number of them, but they will be very
short witnesses, and if we call 15 or so between all of
us that would not consume more then an hour and a half

and I think they will be five minute witnesses or lass.
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THE COURT: What you're indicating, Mr. Forde, the
people will be finished with your case sometime
tomorrow?

MR. FORDE: We will be finish with our case about
three hours after.

THE COURT: I advise Ms. Beckett if there's going
to be a defense to be prepared to proceed with your
defense sometime tomorrow afternoon.

MS. BECEETT: Thank you.

THE COURT: We will stand recessed untill 11:00
o'clock?

MR. FORDE: We'll be happen to stay late as long as
as your Honor will stand us.

THE COURT: For the record, please, Mr. Marovitz
are you going to be excused tomorrow or are you going
to be present?

MR. MAROVITZ: 1I'm going to be excused tomorrow,
your Honor. 1I'd like the record to so reflect.

THE COURT: Thank you. We'll stand a recesgs until
tomorrow morning.

(Which were all the

proceadings had this date.)
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STATE OF ILLINOIS )
}  88S:

COUNTY OF C O O K )

MARY ELLEN D'ANDREA and MARCELLA A. WILLIAMS,
being first duly sworn, on oath says that they are
court reporters doing business in the City of Chicago}
that they reported in shorthand the proceedings given
at the taking of said hearing,-and that the foregoing
is a true and correct transcript of their shorthand
notes so taken as aforesaid, and contains all the

proceedings given at said hearing.

ed fshorthand Repor

(:%%aAceﬁﬂa G )4&11£Lm4/

Certified Shorthand Reporter

SUBSCRIBED and sworn to

bzfore me this ;Z/ day

of /6,?@?/ 1988,

tary Public
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| STATE OF ILLINOIS )

i

lessg,

IN THE CIRCUIT COURT OF COOK COUNTY,

} 53

”COUNTY OF ¢ © O K )

COUNTY DEPARTMENT - CHANCERY DIVISION

ILLINOIS

THE CITY OF CHICAGO, )
a Municipal Corporation, }

Plajintiff, )

vs., ) No. 87 CH 10134
MARSHALL KORSHAK, et al., )

Defendants. )

REPORT OF PROCEEDINGS at the hearing of the

at the hour of 11:00 o'clock a.m.

above-entitled cause before the Honorable ALEBERT

GREEN, Judge of said Court, on the 21st day of June,
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| THE COURT: Good morning, ladies and gentlemen.
!Matter of City vs. Korshak, 87 CH 10134, trial in

i%progress, let the record reflect trial in progress,

‘ The defendant counter-plaintiff's ready to
call their next witness?

MR. FORDE: We are, your Honor.

Before we do, I wanted to advise your Honor
that while it doesn't effect anything, doesn't
affect these proceedings, this morning the City
Council Budget Committee voted to extend the
coverage for one month, that is through July.

The full Council meetse tomorrow, but
whether, I mean, as we view it and I believe as the
City wviews it, that one-month extension will not
relieve the emergency that's presently confronting
the Court, other than maybe give the Court andg
counsel an extra day or so on briefing or something
like that,

But other than that, we are still --

THE COURT: I'm very pleased to hear that
because I s8till intend to conclude this trial as
guickly as possible,

I will then receive your trial brief and 1

will try to expedite an opinion so you'll know where
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i you stand.

MR. FORDE: Thank you, vyour Honor.

THE CQURT: Mr. Forde, are you ready to call
your next witnese?

MR. FORDE: Yes, we are, your Honor.

MS. VEERHUSEN: The defendants called Edward
Arenz,

THE COURT: Call Edward Arenz to the stand,
please,

EDWARD ARENZ,
called es a witness herein, having been first duly
swotn, wes examined and testified as follows:

THE COURT: For the record, sir, I'd like you to
state your full name, spell your last name, and kee
Your voice up so that everybody hears you.

THE WITNESS: Edward J. Arenz, A~r-e-n-z.

THE COURT: Your witness,

DIRECT EXAMINATION
BY MS. VEERHUSEN:

Q. Thank you, your Honor.

Mr. Arenz, by whom are you currently
employed?

A. Employed by Blue Cross, Blue Shield, Health

Care Service Corporation.
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Q. How long have you beem employed by Blue

Cross,; Blue gShield?

A, 18 years.

Q. And what is your present title?

A, Senior account executive,.

Q. Does Blue Cross, Blue Shield have any

involvement in the City of Chicago's medical

benefits plan for its active and retired employees?

A, Yes,
Q. What
a, It's

employees and

Q. 'Have

they do.

is that role?

providing health benefits for the
annuitante of the City of Chicago.

your duties as an employee of Blue

Cross, Blue Shield caused you to have any

involvement with the City medical benefits plan?

A. Yes,

I was involved with the City of Chicago

benefit plan,

from 1980 until 1985.

Q. And what wasg your title at that time?
A. Senior account executive.
Q. What did your duties entail in that regard

during that 1980, 1985 time period?

a. My duties involved the day-ta-day operation

of the plan; dealing with the City at rate time each
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seeing that the plan ran

smoothly:; that the monies were remitted to us in a

proper manner; and just the day-to-day operation of

it.

Q. Mr. Arenz, I'm showing you what has been,

what is Defendant's Exhibit 5 and ask whether you

have seeen that document before.

A. Yes, I have.

Q. Do you know who prepared it?

A, Blue Cross.

Q. What 1if anything does that document show

regarding the relationship between the rates charged

the police annultants and the 1980-'81 period,

compared to the actual cost of coverage?

A, Well, it shows that the income received is

$939,000; and we paid out claims of 51,835,000, for

a loss ratio of 197 percent,

Q. And what if

anything does it show as

projections for the calendar year 19827

A, The projections show that if the current

rates remain in effect, the projection for claims,

plus the administrative charges for the year 1982,

would be $21465:0007

for a loss ratio of 246.5
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percent.

Q. Does that document indicate what kind of
increase would be needed for the annuitant group to
be self-supporting?

A. Yes, it does.

Tt indicates an increase of 146 percent.

Q. Mr. Arenz, directing your attention to the
time period preceding this document, were the rates
charged the annuitants in the 1970s high enough to
cover the actual cost of the coverage?

A. The rates were never high enough to cover
the actual cost.

Q. I'd like to now show you what has been
marked Defendants; Exhibits 7 and 8, and ask whether

you are familiar with those documents.

A. Yes, I am.

Q. Is that your signature on those two
letters?

A. Yems, 1t is.

Q. Do you know, can you tell us who the aroup

numbers refer to?

A. Group numbers refer to the municipal
pension, police pension, and fire pension, or

laborer's pension.
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Q. Is that, which exhibit are you referring

S to?

a. I'm referring to Exhibit 7.

Q. All right.

A. And 8.

Q. 7 and 8.

Do you know, can you explain where this
letter was sent?

a. At this time, a rate increase was going
into effect for the pension plan.

0. Did the City approve the contents of those
letters before they were sent out?

A, Definitely, vyes.

C. Why did those letters show the rates for
active employees?

A, At the time we were increasing the rates,
it was felt thet, this was the first rate increase
since I had handled the account; and in talking with
the individual that was handling the City's end of
the account, Mr. Moffet, at the time it was felt
that we would show the retirees that they were, {if
they were not being charged, that the rates were
going up.

But they were not going up to actually what
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they should be.

Q. Were the rates for annuitants announced 1in

-fthat letter intended to cover the cost of their

claims?

A. No. .
E
The rates would not cover the cost. ’

Q. If the annuitants' rates had been said at

this time to reflect the actual cost of their
coverage, how would that rate have compared with the
$78 shown for a single active employee?

A, What would have happened is the $78, §78
was a, was a suggested, was a suggested rate, Had
we gone aleng with the, and increased the retiree
rate, the active rate might have come down a little
bit. But the retiree rates would have gone up. !

In other words, where you have the retiree
rates at 565 and the active ratee at $78, combining
the two, it way have ended up around $70.

Q. Who developed the premium rates the City
charged to its active and retired employees after it

became gelf-insured?

A. Who developed the -- I don't understand.
0. The premium rates.
A, The premium rate.
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Q. When the rates were being changed, who

:;would determine what the new -- who would do the

initial determination 2& to what the new rates
should be?

A. Cur actuaries would determine the suggested
rate for the coming vyear.

Q. And would the City then review those rateas
before they were put into effect?

A, Yes, they wculd.

Q. Would they ever make any changes in the

rates that your company recommended?

A, Yes.
Q. And in what respect?
A. Well, within respec¢t to the annuitant

plans; half the time they never accepted them, they
left them the way they were,
And then when it came in to, when it came
up to the 55 and the 155, they just left it there.
I mean, we suggested higher rates, but they
just left it at the rate that you see here.
Q. In other words, was the City paying a
portion of the cost for annuitant health care?
A. Yes, they were.

Q. Why were they doing this, if vou know?
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A. I don't know.

Cc. To your knowledge, would the City

periodically project its costs for its health

benefits program for the future year, upcoming year?

A. They were projected every year.

Q. Did you have any involvement in the City's
projection of those costa?

A. I would deliver the rates to Mr. Moffet and
from there Mr. Moffet would deal with whoever. At

least he was telling me he was dealing with

‘Mr. Norr or Mr. Belmonte, Prada, whoever was the -

comptroller at that time.
And the budget director, too.

Q. Would the City ask your company for
projected claims as opposed to rates when they were
projecting their budgets for the next year?

A. Every year, when budget time arrived, yes,
they would ask us what we felt would be the upcoming
year,

Q. And what kind of response would you give to
those regquesta?

A. We'd give them what our projections were.

Q. Would you give them a2 single number for all

anticipated claims, or would it be broken down in
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any respect?

A, Well, it was broken down. We broke the
City down into the four annuitant groups, plus the
active group.

And they were given all these figures.

Q. Separately?

A. Separately.

Whether they combined them or what they did
with them once they got them, I don't know.

Q. I'm showing you what's been marked
Defendantes' Exhibits 10 and ask you whether you've

seen that document before today.

A, Yes, I have.
Q. Would you explaln generally what it is?
A, Uh, what this waas was a letter that was put

out by one of the assistant comptrollers. The
gentleman that after Mr. Moffet pasesed on was put in
the insurance offilce and sort of the overmeer of the
insurance office.

At this time, Coopers & Lybrand had come in
te do éome consultant work in the City prior to
Mayor Washington coming in to get a feel of what was
going on, and they saw the problem that existed with

the, with the insurance.
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And at that time suggested that new rates

. be put into effect. And these were what they

figured to be the self-supporting rates for the
program,

And Mr. Utech, upon getting this
information, put this memo out showing the retiree
rates going from $55 to $113 and, for single, and

§150 to 5308 per family.,

Q. D;d Yyou take any action in response to thie
memo?

A. No, I didn't,.

Q. Were Yyou at any time asked by the fundés

whether to implement these increases?

aA. Uhy nos I, one fund had called me and had,
I can't recall which one, did have, did see the memo
or that. But had asked me and I told them that I
had not gotten an official communication to
implement these funds or implement these rates.

0. Who would have had authority to give you
such a direction?

A. In the past, the, either the individual! who
at this time, when this memo came out, was Barbara
Maylew, who wasg in charge of the insurance: and

prior to that it was a Mr. Moffet.
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I would elither get a memo given teo me from

| Mr. Moffet, signed by the comptroller, would either

be Walter ~- whoever the comptroller was at that
time,
And then we would implement any changes.

0. To your knowledge, did the rates indicated
in that memoc ever go into effect?

A. Het to my knowledge.

Q. Mr. Arenz, in the course of your work with
Blue Cross, Blue Shield, have you become familiar
Wwith the practices of other public bodies in the
Chitago area, as far as whether it's the employer or
the retired employee who paye for the retired
employeesa' health Eenefita coverage?

A. Yeg, 1 have.

0. And what can you tell us about those
practices?

MS. BECKETT: Objecticon, your Honor. I fail to
see the relevancy of this line of questioning.

What's at issue today is the practice of
the City of Chicago, not the other public bodies in
the area.

MS. VEERHUSEN: Your Honor, at a minimum, I

believe tﬁis would qo to whether the reliance that
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we have alleged in our complaint was reasonable or
not. The practices of other employers and how
common that is.

THE COURT: I'm going to overrule at this
juncture, Ms. Beckett, for what probative value it
has.

This man has been in the field for many,
many yeare and has been senior man in charge. I'm
going to let him answer.

BY MS5. VEERHUSEN:

Q. Would you like me to repeat the gquestion?
A. Yes, please.
Q. Are you familiar with the practices of

other public bodies in the Chicago areas, as far as
whether the employer or the retired employee pays

for the retired employees' health benefits?

A. Yes, I am.
Q. And what are those practices?
A. The practices are that the employer pays.

THE COURT: Practice is what?
THE WITNESS: The employer pavys.
BY MS. VEERHUSEN:
Q. I'm showing you what's been marked

Defendante' Exhibits 51 and 52 for identification.
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Your Honor, these are not on our stipulatec

bexhibits list. I informed Ms. Beckett that I wonld

be =showing them to Mr. Arenz.

Have you seen these letters before teday .,

i Mr. Arenz?

A, No, I have not.

R Are you fawiliar with the signature of the
sender of the letter?

A Yes, I am.

Q. | And to your knowledge, is that Mr.
Corcorhan's signature?

A. That's his signature, right.

Q. Hy guestion relates to the reference at the
top of the page, Group No. 35283,

Do you know to which group that refers?

a. That refers to the, an adminisprative group

of the police pension.

Q. Who would the administrative -~

A. The office employees,
Q. Are any annuitants i{ncluded in that group?
A, No.

0. Thank you.
Your Honor, at this time I would move that

Exhibits, Defendants' Exhibits 51 and 52 be admitted
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| into evidence.

THE COURT: Any objection?

MS. BECKETT: No.

THE COURT: They will be received, strike the
identification mark.

MS. VEERHUSEN: I have no further guestions of
thia witness,

THE COURT: Cross-examination ~- before any
cross-examination, Firemran's Fund, go ahead.

CROSS~EXAMINATICON
BY MR. BURNS:

Q. Mr. Arenz, how long have you been with Blue
Cross, Blue Shield?

A, ls years;

Q. So your experience goes beyond the dealing
with the City of Chicago and the plans for City
employees and retired employees?

A. Yea, they do.

Q. Now, Mse. Veerhusen asked you about Exhibit
7 and 8 which are letters to the participants of
various programs. And I would hand you Exhibit 8 --
I'm sorry,-S, and ask you whether you have, would
you have seen the letter from EBankers to

participants in the group policy 421-1?
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A, Yes;, I would have seen it.

22

Q. Now, you've testified, sir, that the City

approved the contents of these letters.

But is 1

identical?

t not a fact that the

letters are

A Right.

Q. Would that result because'of the City's
input into the composition of the letters?

A Right.

0. Now, you've testified that you have

submitted figures
annual budget.

A, Rightt

Q. Now, with regarda te the Fireman's,

to the City for preparatioen

cf the

would

you have submitted figures for the retired employees

of the fire department?

A, Based upon the,
firemen that we would have, ves, we would.

C. And would you have done the same

laborers?

A. Yes.

Q. And the
and the same for

A. Right.

bamsed upon what we had, the

for the

same for the municipal employees

the police employeaes?
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Q. So it wasn't just the police funds, but all
the other funde; and you broke down the figures
between the cost per with regards to active and the
cost per with regarde to each of the retiree groups?

A, Right.

Q. And would that have been done each year

during the time that you were involved with the

City?
A, every vyear,
Q. Now, during your years with the Blue Cross,

Blue Shield, how many times has an insured
terminated only the retiree portion of a group

insurance policy?

A. Terminated only the retiree?
Q. Yes. If at all.
A. I haven't run into it, Counselor.

e. Now, in the, prior to 1985, how many
policies existed with respect to, respect to the
City of Chicago and Blue Cross?

A. I don't understand the question.

Q. Right to 1985, Would you have these
policies, there are various numbers on the policies,
would they have been in effect prior to 19857

A. Yes, they were,.
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Q. All right.

What happened -in 1985, if anything,
respect tc the number of policies that were
existence?

A, The plan was changed in 1985.
Q. All right.'
And what form did that change take?
A. The change that took place was that
time Blue Cross was gelected to cover all of

people as far as the hospital coverage went,

And Bankers was selected to handle
doctors and prescriptions. and major medical
that.

Q. At the time of the change, @id the

Chicago and Elue Cross, Blue Shield execute
contract for the functions that Blue Cross,
Shield was to perform pursuant to that new
agreement?

Al Yes, it was.

C. Would you know if the City of Chica
Bankers executed a contract for covering the
performance or the functions that Bankers wa
perform under the new arrangement?

A. I couldn't answer that.

24

with

in

at that

the

the

and 211

City of

a

Blue

go and

8 to

ROP 149



)

10

11

12

13

14

15

1€

17

18

19

20

21

22

23

24

25

Q. Is, it your understanding that there was
such a contract?

a., There was a contract, it's my
understanding.

Q. Is it common practice in the insurance
industry to have contracts if you're going to
perform services for an insured?

A. Yes,

Q. Are those contracts commonly referred to as
policie;?

A. Yes.

Q. Now, returning to the guestions of
termination, Mr. Arenz, what were the rights, if
any, of retired employees under the Blue Cross
contracts that were in effect prior to 19857

A, What were their rights? I don't understand é
your guestion.

Q. What were the rights of retired employees
under the Blue Cross contract with the City in the

event of termination?

A, If the contract were terminated? g
j[
Q. Yes.
i
A. They had the right to convert their |

coverage to an individual-type contract.
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Q. And did the plan provide for termination

:only for the entire group? That is both active

employees and retired employees. Was it not =
single policy, sir?
A, It was one policy with the City, yes,

Q. And for the City to terminate that

coverage, is it not true or accurate that the City

would have had to terminate the entire contract

between Blue Cross and the City first, before it

could then reinsure the active employeces, if the

intention was to exclude the retired employees?
A. Right.

Q. Have you examined the City of Chicago

booklet, the Annuitant Medical Renefits Plan, which

ia befendants' Exhibite 337

Are you familiar with the document, Mr.

Arenz?
a. I have seen the document, ves.
Q. Was it prepared by Blue Cross, Blue Shield

or by the City?
A. By the City.
0. And, is it customary in the insurance

industry to provide in booklets similar to this

provisiona with respect to the rights of conversion,
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if there are such rights?

A, Right. Yees.

MR. BURNS: I have nothing further.

THE COURT: Anything from the Municipal or
Laborers?

MR. HEISS, No, nothing, your Honor.

THE COURT: The intervenors?

MR. KRISLOV: Thank you, your Honor.

CROSS-EXAMINATICON
BY MR, KRISLOYV:

Q. As I understand it, what you testified to
is that in order to terminate the annuitant medical
coverage, the City would have had to terminate its
entire contract, including the active employees,
too?

A, It was one contract.

Q. When in your experience with other major
Chicago area employers, when they look to reduce
theilr health care costas, they may seek to reduce the
benefits, do they typically do that by cutting off
an existing retiree class?

MS. BECKETT: Objection, lack of foundation.

THE COURT: Sustain that objection.

MR. KRISLOV: Your Honor, I think we've already,
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j
It

%lthat was already established on the direct.

THE COURT: No, it wasn't, Caunselor.
Mischaracterizing the testimony. Rephrase vyour
guestion.

BY MR. KRISLOV:

Q. In your experience with, in your 18 years
of experience with ~- do you have experience with
other Chicago area employers?

A. Yes, I do.

Q. In terms of the medical coverage afforded
to active employees and retired employees?

A, Yes, I do.

Q. And I understand that some of them do seek
to reduce their costs of medical coverage at
diffepent times?

A. Yes.

0. Do they typically do that in your
experience by cutting off the benefits for an

existing annuitant or retiree class?

A, No. Normally, by revising the program.

Q. Overall.

A. Overall.

Q. Are you familiar with the interplay of the

Medicare program with, as it applies to government

|
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remployees? |

29

I don't understand, I don't understand your

Are you familiar with the coverage under

the federal Medicare program of government employees

for their work for the government?

A.

You mean in the -- I still don't

understand.

Q.

In the public sector, are you, do you

understand how Medicare covers public employees now

where it

A.

Q.

didn't in the past?
Yes, I do.

And is it your understanding that mo

the annuitants ~- 40 you know effects of the

strike th

at.

Do you understand, is it your unders

st of

——

tanding

that for City employees hired prior to April 1,

1986, tha

t they are not covered by Medicare,

are not Medicare qualified as is the term?

A.

Q.

would be

A-

Q.

Yen,

they

But that hirees after March 31lst, '86,

Medicare qualified?
Yes.

So that the future annuitants may be
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i Medicare covered, whereas the existing annuitants

:are not?

. Yes.

Q. Over the, over the course of your dealings
with the City, I take it your dealings were
primarily with Mr. Moffet?

A. With Mr. Moffet and at times with the
comptroller.

Q. Were you ever in these dealings with

repregsentatives of the City? I take it you never

were under the impressjon that they didn't know that

retirees or annuitants were covered by the Blue
Cross program?

A. Right, vyes.

Q. They never advised you that they thought it
was any way illegal to covér the annuitants, did
they?

). Right.

Q. And in fact, the reports that you make to
them and your conversations with the representatives
would have regularly made them aware that annuitants
were indeed covered by the Blue Cross program?

A, On a guarterly basis.

MR. ERISLOV: No further questionse, your Honor,.
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COURT: Cross-examination, Ms. Beckett.

BECKETT: Yesy your Honor.

CROSS-EXAMINATICN

BY MS. BECKETT:

Q.

please,

Mr. Arenz, if you'd take a look again

at Exhibits 6, 7, and 8, which you

previously testified to.

language
A.

Q-

You indicated that the City created the

in these letters, correct?

Yes.

When you say the City, you actually mean

Mr. Robert Moffet, right?

A.

Q.

languege that ended up in

Right.

As far as you know, nobody else wrote the

6: 7; and B: right?

.

these letters in Exhibits

The language was originally put together by

us, given to Mr. Moffet.

What he did with it, who he reviewed it

with, I have no knowledge.

Q.

So, but as far as you know,

he was the

only, he was the only person you referred to when

you say the City had input in redrafting those

letters,

right?
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A, That's all I could say, vyes.

Q. In your dealings with the City, you
indicated that on occasion you met with
comptrollers; but on the whole you just met with
Mr. Moffet who was the director of insurance
prograems for the City?

A, Right.

Q. You never testified before the City Council

regarding these programs, did you?

A. No, I did not.

Q. You never participated in putting together

budget proposals for the City Council, did you?

A, No.

0. And as far as you know, this language that

you referred to in Exhibit 6, 7, 8, waa not reviewed

by, nor passed upon by the City Council in those
years, was it?

A, The letter, wae the letter passed by the
City Council?

Q. Yes, as far as you know?

A, No, it wasn't.

Q. When you worked with Mr. Moffet in putting

together this language and in admwministering the

annuitant health care program, you didn't refer to
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any particular resolution of the City Council, digd
you?

A. I don't follow.,

Q. In administering your health care programs,
you never referred to legislation passed by the City
Council in planning this program, did you?

MR. BURNS: I'm going to object, your Honor. I
think we're going far afield.

If we're going to start testifying about
negatives, we could be here for quite a while.

THE COURT: I'm aware of what you're saving.
This is cross-examination. I'm going to give them a
little lattitude on them.

You're overruled.

THE WITNESS: I'm trying --
BY MS. BECKETT:

0. The question is, you don't recall referring
to any particular City Council ordinance in
preparing these letters, do you?

A No.

Q. Nor did you refer to any executive order of
the Mayor, did you, in preparing these letters or
other dealings?

A. No.
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0. Okay.
You just testified that the City of Chicago
and Bankere Life and the City ef Chicago and Blue
Cross entered intec policies or contracts of
insurance, right?

A. With the City of Chicago?

Q. Yes.

A, Yes.

0. Who executed those contracts for the City?
A. The contracts would be sBigned by the

comptroller,

Q. Do you know if anybody else signed these
contracts?

A. To my knowledge, no, just the comptroller,

Q. You've testified -- oh, by the way, you t
don't have that céntract before you he;e today., do -
you?

A, No, I don't.

Q. And did you not refer to that contract in
testifying, regarding these policies today, digd
you? !

A. No, I 4id not.

Q. S50 your testifying is from your general

recollections?
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A, Yes, I am.

Q. You wouldn't happen to know the exact
termination provision, the exact language of the ‘
termination provisions that you testified to, would '
You? i

A, Our termination provision is pretty, is a |
standard termination in the insurance business.

Q. But you don't happen to recall the exact

page or the exact paragraph number of this

provisiAn?
A. No, I doen't. E
Q. You testified regarding what has been

introduced as Defendants' Exhibits 33, a copy of the

City's Annuitant Medical Benefitas Plan.

Do you remember that booklet that was shown

to you? g
A. The booklet, yes, okay. !
Q. You testified that as far a® you know the

City prepared that document.

Do you know for a fact who prepared that

document?

A. We didn't,.
Q. YOU -
A. We did not.

|
!
!
i
|
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c. You did not, but you don't know --

A, I don't know. Bankers could have, okay, I
can't speak for them.

MS. BECKETT: No more questions.

THE CQURT: Anything on redirect?

You may step down, sir,
(Whereupon, no further testimony
was heard from this witness at
this time.)

THE COURT: Ready to call your next witness?

MS. VEERHUSEN: Defendants call Peter
Jander=its.

MR. HERBERT: Your Honor, for the record, the
previous witness wﬁs called upon to testify about a
contract which has not been produced in evidence.

He testified only as to his recollection,
he can't recall specifically the wording of the term
about which he testified and we would move to strike
his testimony ag to just specific to that contract.

If the other parties want to produce that
contract in writing 80 the Court can review it,
that's one thing.

But I think just oral testimony is

insufficient.
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THE COURT: Cbjection. Counsel, keep in mind
that the man testified that the termination clauee
was standard in the industry.

Cbjection overruled.
PETER JAKNDERSITS,
called a2s a witness herein, having been first duly
sworn, was examined and teastified as follows:

THE COQOURT: For the record, sir, I want you to
state your full name, spell your last name, keep
your voice up.

THE WITNESS: Pater Jandersits,
J-a-n-d-~e~-r-g-i-t-s.

DIRECT EXAMINATION
BY MS. VEERHUSEN:

Q. Where do you live?

THE COURT: Your witness.

MS., VEERHUSEN: Thank you, your Honor.

BY M5. VEERHUSEN:

Q. Mr. Jandersite, where do you reside?

A, I live in the City of Chicago.

Q. And how old are you, if you don't mind my
asking?

A. 61.

Q. Are you currently employed?
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Q. And by whom were you last employed?
A. Chicago Police Department.

Q. In what capacity did you work with

Police Pepartment?

38

the

A, I was patrol officer.

Q. How long were vyou, did you work as a patrol
officer?

A, 34 years.

Q. And when did you retire?

A, April, '85.

Q. Are you presently covered by the City of
Chicago Annuitant Medical Benefits Plan?

A. Yesa,

Q. Do you pay anything for your coverage?

A, No.

Q. Do you have any dependents coverad under
the plan?

A, My wife.

Q. Do you know, is there
coverage?

A, Yes.

Q. And to your knowledge,

premium?

a premium for her

who pays that
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A, I do, or my wife.
Q. Before you retired, Mr. Jandersits, diq
Yyou have occasion to attend a preretirement

seminar?

A. Yes, I did.

Q. Do you recall when that was?

A, That was in November of '84,

Q. And do you recall where it was?

A. That was at the training center of the

Chicago Police Department.

Q. I'm showing you what's been marked
Defendants' Exhibits 13 for identification, and I
ask whether you have seen that document before.

A, Yes, I have.

Q. Did you send that document to me at my
request?

A. Yes, I did.

Q. And could you explaim what it is?

A. It'e 2 planning seminar, and it tells you
what topics are going to be discussed during the
day.

Q. 'Is this the, an agenda from the seminar you

testified you attended?

A, Yea,.

{ ‘- ROP 164



®

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

40

Q. Was the subject of retired policemen health

benefits discussed at that seminarc?

A. Yes, it was.

Q. And did anyone from the City speak on that
subject?

A, Yes,

O. De you know who that pérson was?

A. No, I den't.

Q. Do you recall what that person said about

the subject of the cost of retiree health benefits?
A, Yes.
It was again going to be a continuation of
our health benefits, and there'd be no cost to us.
Q. Mr. Jandersits, 4id you retire sooner than

you had to?

A, Well --

0. In terms of age?

A, No.

Q. No, you did not?

A. Neo.

Q. Waa the cost of your health coverage a

significant factor to you in deciding when to
retire?

A. Yeg, it was.
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MS. VEERHUSEN: Your Honor, I move that

i Defendants' Exhibits 13 be admitted into evidence.

THE COURT: Any objection?

MS. BECKETT: No.

THE CQURT: Strike the identification marks, it
will be received.

MS. VEERHUSEN: I have no further questions for
this witness.

THE COURT: I take it the Fireman's Fund has no
questions, this being a policeman?

MR. BURNS: You're right.

THE COURT: The Laborers, Municipal, no
questioneae,. Intervencr, any gquestions?

MR. KRISLOV: ﬁeal gquick.

THE COURT: Go ahead.

MR. KRISLOV: Techincally, this is
croes-examination.

THE COURT: I understand that, sir. I'm
affording you the opportunity to inguire.

MR. EKRISLOYV: Thank you, your Honor. !

CROSE-EXAMINATION

BY MR, KRISLOV:

Q. When you say continuation that you, that
they promised continuation of retiree health care

I.. f '
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benefits at no cost to us,

MR.

THE

MS.

THE

THE

THE

THE

MR.

Yes.

i lnto your retirement?

For how long?

For the rest of my retirement.

For life?

For life.

KRISLOV:

COURT:

BECKETT:

COURT:

WITNESS:

COURT:

COURT:

HEISS:

Municipal calls

call Mr.

Well, t

Gayne,

to a8 wheelchair,

men's room. So

to the stand.

Thank you.
Cross—-examination, Ms.
No.
You may step down.
Thank you, sir.

Thank you.

42

I take it that meane

Beckett?

(Whereupon, no further testimony

wasa heard from this witness at

this time.)

Call the next witness.

¥Your Honocr, the Laborer and

Benedict Scacchitti.

hen I'l1l pass Mr. Scacchitti and

please. Mr. Scacchitti

iz confined

your Honor, and he had to go to the

to move along, I'1l call Mr. Gayne
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RICHARD E. GAYNE,

called as 2 witness herein, having been first

I sworn, wag examined and testified as follows:

THE COURT: For the record, I want you to

your full

name, s8pell your last name.

THE WITNESS: Richard E. Gayne, G-a~y-n-e.

THE COURT: Your witness, sir,

DIRECT EXAMINATION

BY MR. HEISS:

Q-

A.

Mr. Gayne, by whom are you employed?

43

duly

s5tate

I'm employed by Streets and Sanitation.

THE COURT: City of Chicago?

THE WITNESS: City of Chicago, yes.

BY MR. HEISS:

Q.

How long have you been employed by the

Streets and Sanitation for the City of Chicago?

A.

Q.

16 years.

Mr. Gayne, prior to being employed by the

City of Chicago, by whom were you employed?

A,

District.

Q-

1 was employed by the Chicago Park

Was that your employer immediately before

coming to work for the City of Chicago?

A,

The only one of significance.
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There was a little hiatus in between.

Q. Now, what was the consideration that you

had when you came to work for the City of Chicago

with, in changing your employment?

A, I, actually -- can I explain the hiatus?

There was, it was not going from one

employer to the other, not direct.

Q. All right,

A. I had a personal situation that reguired me

to return to school for a year and a half, sBo I

don't know if that's pertinent or not.

Q. And then back to your consideration for

going to work for the City government, I mean,

wvorking for the City of Chicago.

MS. BECKETT: One point of inguiry,

that when you say consideration, Counsel,

referring to legal term consideration as

in contracting?

may I assume

You're not

indicated

MR. HEISS: Gee, that's been so long ago, I

don't even know what that means.

Yes, I'll agree to that.

THE COURT: Let's rephrase the gquestion. What

did you take into consideration when you went to

work for the Cilty of Chicago?
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THE WITNESS: Took into consideration both wages
and fringe benefits,
BY MR. HEISS:

Q. What was your understanding when you came
to work with regard to the posszibility of health
care for your retirement?

A, My understarding was that health care would
be provided by my employer with, and there would be
a, it would be actually, it would be dual

participation. There was a small increment by the

employee.

Q. And was it your understanding that the
benefits that were provided for the employer would
continue subasaeguent to your retirement, the health
benefits?

A, Absolutely.

Q. You're covered now by the City plan, is
that correct?

A, Yes.

Q. And I have marked here Laborers' Exhibits 2
and 3, and I want to ask you if these are, if these
are photostatic copies of the card that you were
given to identify your health insurence.

A. Yes,.
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Q. And you had that card in your wallet, is
that correct?

A, Yes,

Q. Now, the one card, it identifieas, the
Exhibit No. 2 identifies that you are a wember of
the Chicago Medical, City of Chicage Medical Care
Plan; and Exhibit 3 identifies who you're to call in
case You have any questions about your benefits.

Is that correct?

A. Correct.

Q. Isy, during the course of your employment,
have you had discussions with fellow employees about
the benefit that accrued to the City workers?

A. I would,-yes, I have.

But, of course, recently with the things
that have taken place recently, they've been more
frequent.

Q. And when you say with things taking place
recently, you're referring to since it came to the
knowledge to you and your fellow employees that the
City intended to cut off the plan for retirees. Is
that correct? 1Is that what you're referring to?

A. Yes, ves.

Q. Now, with regard to that, do your
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discussions with your fellow employees,;, can you tell
what their feeling was with regard te whether or not
they believed in the course of their employment that
their coverage would continue as it was, while they

were an employee or similar to an employee when they
went into retirement?

A, It's a source, it's a source of concern;:
and, of course, more so with the older employees who
are facing fixed income.

0. And was 1t their understanding, those
actives that are approaching retirement, that you
discussed it with, that those benefits would

continue after retirement that are provided by the

City?
A. Yes,.
Q. And at the same cost?
A, Yes.

MR, HEISS: I have no further gquestions.

THBE COURT: Police and Fireman's Fund have any
questions of this witness?

MR. BURNS: No guestion, your Honor.

THE COURT: Intervenor, any guesticns?

MR. KRISLOV: No, your Honor.

THE COURT: Croes-examination, Ms. Beckett?
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BECKETT:

THE COURT:

BY MS3.

Ql

BECKETT:

48

Yes,
You may proceed.

CROSS~-EXAMINATION

Mr. Gayne, if you would look again please

at the card that hag been admitted, the two cards

admitted as Municipal Fund Exhibits 2 and 3 =--

THE CQOURT:

MRI

Do you

HELISS:

THE COURT:

MR,

crogg,

HEISS:

but I'1l1

THE COURT:

Hold on before you go any further.
want 2 and 3 in evidence?

Yes.

Then move them into evidence.

I was going to move them after

do it now.

Strike the identification marke and

they will be received, taking no objection is

eéntered.

BY MS.

Q.

BECKETT:

These cards read City of Chicago Medical

Plan for Employees, correct?

A,

Q.

Yes.

They don't indicate that, they do not

contain the worde Medical Care Plan for Retirees,; do

they?

A.

No .
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No: not that I can sece.
Q. Okay.

You stated that when you first came to work
for the City, that the health care rlan was one of
dual participation, correct?

A. Yes.
Q. And that meant that there was some small

increment paid by the employee, correct?

A. Yes,
Q. And has that now changed?
A. Has it now changed?

No, it'a remained conatant for many years,
at the same level.

Q. So for the past 16 years, you've always had
the same benefits, they've never changed?

A. Now:, I can't say that, I'm not an expert
on the benefits,

I, and in fact, T can't honestly say that
early in my tenure the amounts we're talking about
may have been adjusted.

But I can say that for a very long period
now I have, there has been a static amount of
participation.

Q. Mr. Gayne, are you a2 member of a labor
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Eunion?
A. Well, vyes, T anm.
Q. Which union is that?
A, The International Union of Operating

Engineers.
Q. To your knowledge, does& your union have a

collective bargaining agreement with the City of

Chicago?
B, Yes.
Q. Have you reviewed the terms of that

collective bargaining agreement?

A. I'm going to be honest with you and say
it's @ kind of, it's kind of a loosely-woven
agreement that City employees, City employees depend
massively more upon the City structure than they do
upon the union structure.

While there is a connection, I'm not going
to say that I stay up at night reading the union ;
agreement,; no.

Q. But you do have, your union does have an |
agreement with the City?

A. It does.

Q. Ag far as you know, does that agreement

include coverage, health care coverage?
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A It's, it does.

It's what do they call that, secondary

thealth care coverage where if there's, if you have a

claim and it's not fulfilled entirely by the first
inaurer, then there is, for those who have it, there
is an option -~ well, there is that secondary
insurer that pays the balance.

Q. Is that a benefit, is that through your
union that you have that extra?

A, It's entirely separate, vyes.

. But the contract itself, the union
collective bargaining agreement does have a
provision, doesn't it, guaranteeing you health
benefits as an active employee with the City?

A. Now, that's pretty strongly stated,. I'm
not so0 suUre it guarantees me.

I have an option that if I 80 choose I can
also avail myself to an inaurance policy with the
union.

And I have no way of knowing, I may be the
only one that avails myself. Others in my situation
may not choose to take the coverage.

Q. Po you know if that union plan is available

for retirees, that secondary coverage?
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|
; A. I do not think it is.
In fact, I'm almost certain that it is not.
Q. Do you know for a fact that it is not?
h. Let me think.
It is not. I'd state that as a fact.
0. But you haven't read all the terms of the
contract lately?
A. Right.
MS. BECKETT: Okay.
No more questions.
THE COURT: Any redirect?
MR. HEISS: No redirect on behalf of the
Laborers and Municipals, thank you.
Mr. Gayne, thank vou.
THE CCURT: You may step down.
{Whereupon, no further testimony
wag heard of this witness at
this time.)
THE COURT: Want to call another witness?
CHARLES T. WILHELM,
called as a witness herein, having been first duly
sworn, was examined and testified as follows:
THE COURT: For the record, state your full

name, spell your last name, keep your voice up.

l
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THE WITNESS: Charles, middle initial T., for
Thomas, Ww«i-l-h-ge=1l-m.
THE COURT: Your witness, Counsel.
DIRECT EXAMINATION
BY MR. FORDE:
Q. Mr. Wilhelm, I guess by your attire that

vyou're an active City employee?

A, I am,

Q. With the police department?

A. Yes, sir.

Q. How o0ld are you, Mr. Wilhelm?

A, 66.

Q. Are you reguired to retire at any certain
time? _

A, Yes, s=ir. I'll have to retire by the end :

of thims year.

Q. How long have you been a policeman?

A, June 9, 1955, 33 years.

Q. In connection with your imminent
retirement, have you attended any preretirement
seminars conducted by the City of Chicago? |

A. Yes, sBir, I did last September.

0. And I'm going to show you what has been

marked Defendants' Exhibite 25, which is captioned a

I
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Retirement Planning Seminar.

Is that

the

agenda that vou were

with for that seminar?

scheduled 11:15 hours continuation of health

benefi

Yes,

Now

However,

Let me give you a copy.

sir.

faXCcuse me,

54

provided

if I may interiject.

There was a change on there at the one

ts,

a female there,.

agenda

health

that gentleman was not available.

They

had

But this is the agenda you recelved prior

ending that

YES;

And the topice that are listed on

were covered at that geminar?

YeBr

Now,

sir, it

sir,

seminar?

is.

Yes,

gir.

that

was the subject of retiree health

ts addressed?

Yes,

it was.

Was the subject of the cost of the retiree

benefits to you as a prospective retired City

empleoyee discussed?

A,

Yes,

vyes, B8i

r.
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Were you told what the cost would be for
a retired City employee?

To myself as a retiree, I would be covered.
dependents, I would have to cover the cest.

Did they say what the cost would be for

I believe it was §55,.
You or for the --
For my dependent. No cost for me.

Now, before this litigation started, were

You aware that City employees who retired were
entitled to participate in the City's medical

benefits planv?

Yes, sir. |

What did you understand as to who would pay |

the costs for the annuitant's health benefitg?

The member or the retiree, there was no

Dependenta, if you had any, you had to i

cover that cost, ;

Did you ever discuss the subject with other
officers?
Yesf I did.

And you know what their understanding of it

f_' ‘ ROP 180 |
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: 1s generally?

A. The asame.

Q. Now, insofar as the cosat of health benefits
a8 to retirees; is that of any special significance
to you in making your retirement plans?

A, Reference to the cost of what, sir?

Q. Well, de you have, do you have, besides
yourself, do you have any dependents?

A. Yes, I do, a retarded daughter, I am a
widower.

MR. FORDE: I have no further questions, your
Honor.

THE COURT: I take 1t the Fireman's Fund has no
guestions of this witness.

MR. BURNS: Right.

THE COURT: Nor does the employees or Laborers?

MR. HEISS: Correct, your Honor.

THE COURT: Does the intervenor have any
gquestions?

MR. KRISLOV: Could I have one second, your

Honor?

THE COURT: Certainly.,
MR. KRISLOV: No questions, your Honor.

MR. PFPORDE: I move Exhilbit 25 into evidence,

3 {é ROP 181
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i Yyour Honor.

THE COURT: Any objection to Exhibit 25, Ms.

:’Beckett?
|

MS. BECKETT: No.

THE COURT: Strike the identification markas, 25
will be received,

Do you have any cross-examination?
MS5. BECKETT: Yes,
THE COURT: You may proceed, Ms. Beckett,
| CROSS~EXAMINATION

'BY MS. BECKETT:

Q. Officer Wilhelm, as an active police
officer, you're a member of the Fraternal Order of

Police, are you not?

A. Yes, ma'am.

Q. And you have been since the, what, early
1980s'?

A, Prior to that.

Q. Longer than that?

A. Yes, I have.

Q. And the City and the Fraternal Order of

Police have been in, had collective bargaining
agreements in effect since about the early 1980s°?

A. Yes.

( *f ROP 182
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A.

Q.

Or even before that?

Yes.

58

And as far as you know, those agreements

are still in effect today?

A.

Q.

Yes, ma'am.

And most officers are generally aware of

the terms and conditicns contained within the

agreement?

A.

MS.

THE

MR.

THE

THE

THE

Yes,;, we are,.

BECKETT: Ne more guestions.

COURT: Any redirect?
FORDE: No redirect.
COURT: You may step down.

WITNESS: Thank you.

(Whereupon, no further testimony

was had of this witness at this

time.)

COURT s What's your pleasure as to any more

witnesses this morning?

MS.

to go.

THE

VEERHUSEN: We have a number of people ready

COURT: All right.

Why don't we keep going.

We'll go until

about 12:30 and then we'll break for lunch.

—
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MS. VEERHUSEN: Defendants call Edwin Cgonowski.

EDWIN OGONOWSKTI,

~called as a witness herein, having been firet

sworn, wag examined ond testified as follows:
THE COURT: I want you to state your full
spell your last name, and keep your voice up.
THE WITNESS: Edwin Peter Ogonowski.
O-g-o~nwo~w=g-k~1i,
THE COURT: Your witness.

BY MS. VEERHUSEN:

Q. Mr. Ogonowski, where do you live?
A. 4836 South Harding.

Q. And how old are you, sir?

A, 63.

Q. Are you currently employed?

A. Yeg, at this time.

Q. And by whom?

A. Chicago Police Department.

Q. How long have you been a policeman?
A, 32 years.

Q. Do you have retirement plans, sir?
A. Yes.

Q. When do you anticipate retiring?

A. Just prior to the 31st of December.

duly

name ,;
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. preretirement seminar?

60

Q. BHave you had occasion to attend a

A Yes,.
Q. Do y¥ou recall when it was?
A. A copy: 29th of September, 27th. 29th of

September.

o. I'm showing the witness what's beeﬁ marked
Defendants' Exhibits 25, and ask whether that is the
egenda from the Beminar you attended?

A. Yes.

Q. Wae the subject of retiree health benefits
addressed at that seminar?

A Yes.

Q. And was the cost of retiree health benefits
also addressed?

A. Tes,.

Q. Was the person who spoke on that asubject a
City employee?

A, Thias person was replaced by a woman, I
don't know her name.

But James Procose was not there,.
Q. Can you tell us what wae said about

the cost to yourself as far as retiree health

benefita?
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The cost to us, we'd never have to pay

even after we retire, just for dependents: that's

Mr. Ogonowski, will the cost of your health

in the future have any bearing on whether

You look for new work after you retire?

Yes, I would have to.

Before this lawsuit began laat fall, were

you aware of the fact that retired City employees
were allowed to participate in the City's medical

benefits plan?

Yes,

And what did you understand, if anything,

about who paid the cost of the retired emplovees'

coverage?

The City of Chicago, full cost.

Did you have -- pardon me?

The City of Chicago, full cost.

Did you have any discussions with other
policemen about this practice?

Yes,

And were they generally aware of it as
That's right.

‘A ROP 186
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MS. VEERHUSEN: Thank you.

I have no further questions for this

‘witness.

THE COURT: Mr. Burns-?
MR. BURNS: One qguestion.
CROSS—-EXAMINATION
BY MR, BURNS:
Q. Am I correct in understanding that as

active City employee, there is no cost for the

policeman to participate in the medical insurance

‘program with the City?

62

an

A, That's right, no cost before retirement

an active.

Q. And your understanding was there'd be no

cost after retirement?

A, That's right, understood.

THE COURT: Any guestions for the Laborers
administration?

MR. HEISS: Pass.

THE COURT: Intervenor?

MR. KRISLOV: No, your Honor.

THE COURT: Cross-examination, Ms. Beckett?

MS. BECKETT: No.

THE COURT: You may step down, sir.

( ( ROP 187
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{Whereupon, no further testimony

was heard of this witness at

this time.)

MR. HEISS: Your Honor, the Laboreres and

witnege stand.

We can put him next te the court reporter.

THE COURT: Certainly may.
BENEDICT J. SCACCHITTI,

called eas a witness herein, having been first
sworn, was examined and testified as follows:

THE COURT: I want you to state your full
for the record, epell your last name.

THE WITNESS: rBenedict J. Scacchitti,
S«g-a-¢c=-c-h-i-t-t-i.

CROSS-EXAMINATION

BY MR. HEISS:

Q. Mr. Scacchitti, where do you live?
A, 5222 West Melrose.

0. And is that in Chicago?

A.  Yes.

Q. How 0ld are you?

A. 69.

Q. Are you married?

| Municipal Right would call Mr. Scacchitti to the

duly

name

ROP 188
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A, Yes.

Q. Is your wife living?

A, Yes.

Q. Are you retired from the City of Chicego?

A Yes.

Q. How long did you work for the City of
Chicago?

A. 42 vears.

Q. Did you ever have any other employer in the

laat 42 years?

A, No.

Q. Do you receive Social Security?

A. No.

Q. When you, who was your last -- what was

your lest department when you retired from the City
of Chicago?

A, Bureau of Public Works.

Q. What ia your gross monthly -- I mean, what
is your monthly annuity after they take out your
taxes and your health care, Ben?

A. 5168 a month.

Q. You're talking about 51,068 a month?
A. Yes,
Q. Now, for you, your health care costs 555.

. ( ROP 189
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. Is that correct?

A, Right.

Q. And there's a supplement, so you pay S§S30,
is that right?

. Yes,

o. And in addition to that, you pay %55 for
vour wife?

A, Yes, yes.

Q. Now, of course, when you gave us that
figure of 41,068, that money has already been

removed from that figure, isn't it, Ben?

Al Yes, ves. '
Q. The address that you live at, is that a

heme? é
A, Yes. :
Q. Is the mortgage paid for on that home? ;
A. No.
Q. After you've paid for your mortgage and

your electricity and the other necessities,

including food, how much per month do you have left

to spend?
A. Average, 5168 to $§138.
Q. What would, what effect would it have to ;

double the premiums that are to be charged to you?

( ! ROP 190
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A. Be disastrous, I wouldn't be able to cover
it .

Q. What's your physical condition now, Ben?

A, i'm blind, I had double bypeass surgery,

gquadruple, and I'm diabetic.
I had a stroke.
Q. And this came when -- when did vou retire

from the City?

A, December 31st, 1986.
Q. When did you have the stroke?
A. Immediately after. I had the stroke on the

day I retired, December 31lst.

Q. With regard to the quadruple bypass, what
was the cost, the hospital cost of that surgery?

A. The cost on the one when I was firset
admitted waa $68,000; and the second time I went in
for the heart surgery was $69,000.

Q. Now, you're covered by the City of Chicago

| Annuitant Medical Care Plan, and you were covered at

the time of these surgeries?

aA. Yes.

Q. And they, the plan picked up 80 percent of
that?

A. Yes.

( ROP 191
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Q. Now, you're not covered by Medicare A?
g No.
Q. But you're covered by Medicare B, is that

correct?

A. Yes.

Q. Now, at the time when you had the

surgeries, Ben, i1f the City had cancelled the plan

prior to the surgery like they want to do now or at

least they told us they want to do it now, and you

didn't have any insurance; could you afford to ray

"those hilla?

A, No, no way.

Q. During your terms for the City that you'd

been working for the City of Chicago, hae it been

your undeetanding that when you went to retirement,

tha

and

the City would provide medical coverage for you
vyour wife?
A, Yes.

Q. Then was it your assumption that they would

provide that for your wife in the case of your

death?
&, Yes.
Q. Ie that assumption based on your working

for,

with other employees at the same time and you

[ ¢ ROP 192
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"were told that by your supervisors or while you were

working for the City of Chicago?

A. Yes.

Qe When you left in '86, Ben, what did you
think that the rate structure was going to he? The
amecunt that you had to pay or the amount that was
deducted from your check?

A The amount that was deducted from my check.

Q. And it was going to continue at that same

rate until the day you --

A, Yes, yes.
Q. Until the day you died, is that correct?
A. Yesn,
, !
Q. The City ever give you any other '

undersatanding that your insurance benefits were such !
that they could take them away from you at any time g
in your retirement? |

A, No. ;

Q. Did they ever give you any understanding
that they could raise the premiume to the extent
that YDU couldn't afford to even have coverage in
your retirement?

A. No.

MR, HEISS: Your Honor, I have no further ?

| ( ROP 193
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questions.
Thank you very much.
THE COURT: Any questione from Firer?
MR. BURNS: No questions,
THE COURT: Any guestions from Police?
MR. FORDE: No.
THE COURT: Intervenor?
MR, KRISLQV: No, your Honor.
THE COURT: Any guestions, Ms. Beckett?
MS. BECEETT: No, your Honor.
THE COURT: The witness will be excused,
Thank you very much.
(Whereupon, no further teatimony
was heard from this witness at
this time.)
THE COURT: Call your next one.
MS. VEERHUSEN: Defendants call Bernard Sweeney.
BERNARD PATRICK SWEENEY,
called a=s a witness herein, having been first duly
sworn, was examined and testified as follows:
THE COQURT: Atate your full name, spell your
last name, keep your voice up.
THE WITNESS: Bernard Patrick Sweeney,

S«w-—e-a=-n-e-y,
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THE COURT: Your witness,

BY MS.

Q-

Police

Q.

DIRECT EXAMINATION

VEERHUSEN:

Where do you live, Mr. Sweeney?

3804 West 110th Place, City of CHicago.
And how o0ld are you?

58.

Are you currently employed?

No, ma'am.

By whom were you last employed?

The City of Chicago, Police Department.

In what capacity did you work with the

Department?

I was a police officer.
For how long?

32 years.

And when did you retire?
January the 15th, 19877

Are you presently covered by the City

Annuitant Medical Benefits Plan?

A,

Q.

A.

month.

Yesa, ma'anm.

And what do you pay for your coverage?

The coverage for my wife and I is $55 per

! ROP 195
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! Q. Do you know if that's for your coverage oOr

t your wife's, or s combination?

A, Well, it's for her coverage. Mine is paid
in total by the City.
0. Before you retired, did you attend a

preretirment seminar?

being interested in attending that seminar?

A, Yes, ma‘am.

Q. And what was that?

A. The health insurance plan.

Q. The coverage or the coste?

A. The coverage and the costs and how leng it

would be extended,

Q. Was the subiject of retiree health benefits
and the cost of those benefits discussed at the
_semiﬁar?

A. Yes.

I brought it up myself.

Q. And hew did you bring it up?

A, Yes.

QO. Do you recall when it was?

A, It was in 1986. I can't remember the exact
time.

Q. Did you have any particular reason for

‘i '-' ROP 196
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A, Well, there was so many rumors going around

‘;that I wanted to find out 1f you retire, was cur

insurance going to be cancelled,; continued, or what?
And what benefits my wife would have.

So this gentleman who was running the
seminar, he said he was from the City of Chicago and
he was their agent, and I asked him the question,
what are the benefiteg for my wife and I after
retirement.

And he stated that you'd be fully covered

by the plan as it stands now. When youw take vour

retirement, you're locked in.
And that's it, there'd be no cancellation
or anything.
Q. And d4id he say anything specifically about
the cosat?
A, The cost would be at the present rate that

I was paying for my wife, §55 a month.

Q. . And for yourself?
A. Zero.,.
Q. Didyou retire sooner than you had to,

Mr. Sweeney?
A. Yes.,

Yes,; ma'am. I could have went on a few

‘ _ ROP 197
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more years, At that time, you could @o on until you

were 70, so I went actually 12 years sooner than I

Q. And was the cost of your health coverage a
facteor you considered when you decided to retire
early?

A, That was a big factor, yes, ma'am.

MS. VEERHUSEN: I Kave no further questions of
this witness, your Honor.

THE COURT: Fire, any questions?

MR. BURNS: No questions.

THE COURT: Laborers, or Municipals?

MR. HEISS: No guestions.

THE COURT: Iﬁtervenor?

MR. KRISLOV: No gquestions, your Honor.

THE COURT: Cross-examination?

M5. BECKETT: No.

THE COURT: You may step down, Mr, Sweeney.

Thank you very much,
(Whereupon, no further testimony
was heard of this witness at
this time.)

THE COURT: Call your next witness.

MR. HEIESS: Sam Venturella, please.

( ( ROP 198
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SAM VENTURELLGR,
called as a witness herein, having been first duly
sworn, was examined and testified as follows:
THE COURT: For the record, please state your
full name, spell your last name.
THE WITNESS: Sam Venturella,
Veewne-t-u=-r-e-l1-1l-a,
TEE COURT: Your witness, sir.
DIRECT EXAMINATION

BY MR. HEISS:

Q. Where do you live, Mr. Venturella?

A. 6331 North Fairfield, Chicago.

Q. Are you retired from the City of Chicago?

A, I'm a retired employee of the City of
Chicago.

Q. How long were you employed by the City of
Chicago?

A, 24-1/2 vyears.
THE COURT: How many?
THE WITNESS: 24-1/2.

BY MR. HEIE&S:

Q. When did you retire?
A, In February of 1986.
Q. You're covered under the City of Chicago

( *' ROP 199
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Annuitant Medical Benefite Plan?

A, Yes, I am.

Q. Is your wife covered under that plan?
A. Yes, she is.

Q. Now, for your wife, you pay $55 for her

coverage?

A, Yes, I do.

Q. And under your coverage, do you gualify for
Medicare?

A. Yea, I do.

Q. And that's since you've been age 65,
correct?

A. Yes.

Q. Prior to that time that you were age 65, :
you were not covered by Medicare?

A. I was not covered by Medicare,

Q. And at that time you were paying $55 for ;
yoeur own coveragev?

A. For my own coverage, yes.

Q. Now; since the fact that you're 65 and

have 15 years of service; for you alone the

pension fund pays that amount, is that correct, of

$21%

A, $21 a month, vyes.

f. ( ROP 200 |
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for the City of Chicago, immediately before or

within a few short months before you retired, you
were covered by some medical plans, 1is that

correct?

A, Yea, I waa.

0. And whet plan were vou covered by?

A, HMO.

Qe And at the time that you left employment, -

then you were told that you would have to come into

the Annuitant Plan?

A. Yes, I was.

Q. At the time, at the time that you came
into the Annuvitant Medical Plan, did you check

about remaining in an HMOC for yourself?

An YEE; I dida
Q. And what did you find out?
A. I found out the coverage would run about

$350, $360 a mwmonth.,

Q. And that would have been the coverage as
individual, for you and your wife?

A, For me a2nd my wife.

Q. So obviously vyou couldn't afford that and

you went into the City plan?

- \ ROP 201
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Q.

TExhibits

YVenturella,

AI

1 could not afford that,

I'm going to show you what

NOOJ

One of them bears your name of

Municipal Exhibits No.

and ask you what that

is marked

2 and 3.

Sam

is?

77

This is identification card for the City of

Chicago Medical Care Plan for Annuitants.

Q.

Was this

the card that was

issued to

the City of Chicago when you retired?

A,

"Office.

Q.

Municipal Exhibit No. 3,

Yes, it was,

yeu by

by the City Health Benefits

I'm going to show you what has been marked

and ask you

if that is also

a card that was given to you by or submitted to you

by the City of Chicago?

A,

Q-

it 794-51007

Yes, it isa,
And does that bear

Is that where

questions?

A-

Q.

right now,

A.

Q.

Now,;

Yes,

Yen,

You have this
is that correct?

I have.

the benefits number on

you called benefit

card

in your wallet

We ¢&id this 8o we can introduce it into

ROP 202
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;ievidence.
Now, on one side of the card it said your
emplovee benefits adviser, does it not?

A. Yes.,

Q. And that wagr the card that was given to
| You, however, after vou retired?

A, Yes, it is.

0. During your 24 years of service for the
City, was it your understanding that when yYyou were
in retirement that the City would maintain a benefit
plan for you?

A. Yes, it is.

Q. How was that? Why was that your
understanding? |

A. I don't recall any specifics about that.
But that was alwmost common knowledge, as far as I
was concerned, that the benefits would continue on
into retirement.

Q. And was it with your diacussion with
fellow employees that the benefits would
continhe?

A. Yes.

Q. Did in fact in your case you had a change

from the coverage that you had into a different

( ROP 203
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A. Yes.

0. And wha

A. Yes.

Q. Did anybody ever

were not going to have coverage

vyour retirement?
A At no t
MR. HEISS:

Ms. Bec

y coverage. Is that correct?

t about the payment, was

; Your wife would remain constant?

ime.
Thank you.

kett, I'd like to offer

you want to cross on 2 and 3, this last

have been offere

MS. BECKETT:

THE COURT:

and 3 will be re

dz

I have no objection.

79

it your

Junderstanding that the payment that you paid for

indicate to you that you

from the City 1in

2 and 3. Did

2 and 3 that

Strike the identification marks, 2

celved.

But before you go any further,

vyou work for in
THE WITNESS:
of Economic Deve
Prior t
Planning.

THE COURT:

the City of Chicago?
I last worked for the

lopment.

whom did

Department

o that, it was the Department of

Thank vyou.

ROP 204
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MR,

THE

THE

) MR-

THE

MR.

THE

MR.

THE

Ms.

THE

BY MS.

C.

A,

Fire have any cquestions?

BURNE : I don't know if the record show

 your age.

COURT: Yes, it does.

BUENS: Okay.

COURT: 58 -- no, strike that,
HEISS: That's how he looks.
WITNESS: I'm 66,

COURT: No, it does not, good point. 6

yeare old, thank you.

Police have any quesetions?

FORDE: No questions, your Honor.
CCURT: Intervenor?

KRISLOY: No, your Honor.

COURT: Any further questions, Fire?
BURNS: No, your Honor,

COURT: Cross~examination, Ms. Beckett?
BECKETT: One question.

COURT: Certainly

CROSS-EXAMINATION

BECKETT:

Mr. Venturella, were you ever a member

the labor union while working for the City?

No, I was not.

f ROP 205
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THE COURT: You may step down, sir.

this time.)

L THE COURT: Call your next witness,

Shackleton.

ROBERT JAMES SHACKLETON,

full name, spell your last name.

S-h-~a~c-k~-l=a=t-p-n.
DIRECT EXAMINATION

BY MS. VEERHUSEN:

81

(Whereupon, no further testimony

was heard of this witness at

MS. VEERHUSEN: Defendants call Robert

called as a witness herein, having been first duly
sworn,; was examined and testified as follows:

THE COURT: For the record, please state your

THE WITNESS: Robert James Shackleton,

Q. Mr. Shackleton, where do you live?

A. I l1ive at 5221 Scuth Oak Park, Chicago.
Q. And how o©ld are you, sBir?

A. 55.

Q. Are you currently employed?

A. Yes.

Q. By whom?

#. Chicago Police Department.

ROP 206
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C. in what capacity?
_ Ao Patrolmanr.
i
! Q. And how long have you worked as a

patrolman?

to retire, Mr.
A, Yes,
0. Coulad
A. | Well,

‘retiring becau

A WEIIp

Q. When
you referring
A. Yes,

Q. With

A. 30 years.

| Q. Do you have any, presently have any plans

Shackleton?

I do.‘

you tell us what your plans are?
my plans are to move out of state,

se of my wife's health,

o. And what is the condition of your wife's
health?
A, Well, she had a bout with cancer last year.

Q. And how is your health, sir?

I'm a diabetic.

Q. Have you determined a definite retirerent
date?
A, I had, but due to what's happening now, the

plans are on hold.

you refer to what's happening now, are

to the current litigation?

regard to your planes toe move out of

‘- ROP 207
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state, have you determined where you're moving to?

A, Yes.

Before all this took place last year, after

I attended the retirement seminar, we bought a2 home
in Arkansas.

Q. Have you attended a preretirement seminara,
Mr. Shackleton?

Al Yes.

Q. And was the subijec of the coet of retiree
health benefitg discussed at that seminar?

A. yes, it wasa,

0. Was it a City employee who discussed that
subject?

A, Yeé.

Q. And cen you tell us what was said about the
cost of yvour benefits after you retired?

A, They stated the benefits would remain the

same and there would be, mine would be paid for and

there would be a cost fotr the wife of §55,

MS, VEERBUSEN: I have no further questions for

this witness, your Honotr.
THE COURT: Firer?
MR. BURNS: No, your Honor,

THE COUKT: Muncipals and Labor?

ROP 208
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MR. HEISS: I'm sorry, we have no guestions.
THE COURT: Intervenor?
MR, KRISLOV: Ro, your Honor.
THE COURT: City of Chicago, cross-~examination?
You may step down, sir,
(Whereupon, no further testimony
was heard of this witness at
this time.)
THE CQURT: Any other witnesses?
MR. HEISS: Mr. Hince,
FRED HINCE,
called as a witness herein, having been first duly
sworn, was examined and testified as follows:
THE COURT: For the record, please state your
full name.
THE WITNESS: My name is PFPred Hince, H-i-n-c-e.
DIRECT EXAMINATION

BY MR. HEISS:

Q. Where do you live?

A, 8454 West Katelpa in the City of Chicago.
Q. How o0ld are you?

A, 72.

0. By whom are you currently employed?

A, Department of Electricity, City of Chicago.

f ROP 209



10

11

12

13

14

15

ls

17

18

18

20

21

22

23

24

Q-

|
|
85 i

How long have you been employed by the City

i;of Chicago?

!

A
Q.

A.
Order.
Q.
A.

Ql

A.

involved

have the

Q.

would be

41 vyears.

Are you a member of any local union?

I a member and the president of Local Union

Ne. 9, the International Brotherhood of Electric

Are you familiar with the health care

benefits that are provided retirees, retired workers

for the City of Chicago?

Yes, sir.

When did you become familiar with the idea

that retirees were covered by health care?
Well, I've been, followed all through my

career as a City employee.

At one time, I was president of the

Municipal Employment Society and as such I got

in that.

People would ask me guestions and I
ansvwers,; so¢ I've been aware of thenm.
And were people generally told that
covered while they were retired?
That was the general understanding.

What effect d4id the fact that there

had to |

they

was;,

ROP 210 '



10

1]

12

13

14

15

16

17

18

19

20

21

22

23

24

¢ the pereon ig covered

86

in retirement have on you with

regard to your employment with the City of Chicago?

A

Well, I'm a journeyman mechanic and I can

have any job out of the local union that I wanted

because

manager'

I could do it, I signed the business

8 pay check.

I could have any job I wanted,

I could have

gone to the contractors and made a lot more money:

but I stayed with the City of Chicago for two

reasons:

One wae for the pension benefits,

other was for the health care coverage.

Q-

and the

And is it your understanding that your

fellow workers have continued to work for the City

of Chicago for the same reason?

A

there's

MR.

THE

MR.

MR.

MR.

THE

We've discussed that on many occasions and

many that stayed for that same reason.

HEISS: Thank vyou.

I have no further questions.

COURT: Fire, any qQuestionsa?

BURNS : No, your Honor,

FORDE : No, your Honor.

none.

KERISLOV: No, your Honor.

COURT : Police, none.

Cross-examination,

Ms.

Intervernor,

Beckett?

none.,
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M5. BECKETT: One moment, we're conferring.
THE COURT: Sure.
CROSS~EXAMINATION
BY MS. BECKETT:

0. Hi.

Mr. Hince, you have stated that you are
president of your Local of the IBEO, No. 97

A, For 26 years.

Q. S0 I take it you are familiar with the
collective bargaining agreement that your local has
‘entered into with the City of Chicago?

A. Fairly familiar,

C. Okay.

I'm going to mshow you what has been marked
as City's Exhibit No. 32 for identification.
Have you seen this document before?

A. Sure.

Q. What is that?

A, This copy of this, thia is a copy of our
contract with the City of Chicago. Everybody in our
Local Union works for the City of Chicago geta, got
a copy of that.

0. ' I=s tha; 8till in effect today?

A, Best of my knowledge.
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BECKETT: Okay.

At this time I'd like to move for the

admission of this into evidence.

MR.

FCRDE: Object on the timeliness, it's not

her case.

THE COURT: Beg your pardon?

MR.

FCRDE: We're not in her case,

THE COURT: I'm aware of that.

Do you want to call the witness back as

your witness or can't, can there be an agreement?

MR.

MR.

I'm only trying to facilitate.
FCRDE: Okay.

HEISS: I don't have any problem with it,

but T would like a chance to review it becavse I

haven't got it, and I can see it's 40 pages. Angd I

don't want to do it now.

THE COURT: For the purposes of the record, it's

been identified by the witness as the collective

bargaining agreement,

it's his belief that it's still in effect,

give them an opportunity to look at it, then renew

your motion to have it introduced because I don't

want to

back.

inconvenience the witness by making him come
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THE WITNESS: 1I'd be g

i ME. KRISLOV: Can we h
. 1ike three pages.

ME. BECKETT: I stand

May I proceed to

concerning the particular
available to counsel?

THE COURT: Sure, you

MR. HERBERT: Excuse m

MS. BECKETT: Apparent
I believe I gave it to Ms.
COpPY.

MS. VEERHUSEN: That's
BY MS. BECKETT:

0. Mr. Hince, I'd 1i

identification as the City
could take a moment to tur
A. Well, what page?
0. 15.
A. I'm telling you s
MR. HEISS: No.
THE COURT: No.

THE WITNESS: Okay, I

lad to come back.

ave a full copy? This has

gEo advised.
examine the witness

pages that I've made

may proceed.

¢ one minute, yocur Honor.

ly Page 15 was miscopied.

Veerhusen, an entire

correct.

ke to draw your attention

to Article 6, Page 15 of what has been marked for

's Exhibit No. 32, if vyou

n to that page.

cmething, young lady -~

m sorry.
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THE COURT: There's no gQuestion posted.

THE WITNESS: Don't shoot me.

THE COURT: Go ahead, Ms. Beckett.
BY M5. BECKETT:

0. Is this the provision of the contract
between the IBEO and the City that governs health

care benefits for active employees?

A. I don't know.
Q. But you are the president of the local?
A, I'm the president of the local, but I don't

bargain, okay. We have a business manager who we
elect and pay for that.

MR. FORDE: Your Honor, I believe the gquestion
has been answered by the witness.

THE COURT: Objection sustained.
BY MS. BECKETT:

Q. Is it your belief that you, as an active

employee, receive health benefits as one of the

benefits provided to you pursuant to the contract of

employment?

A. That's correct.

Q. May I direct your attention to Article 19

which begins at Page 40 of this document.

I'll withdraw that question at this time

f \ ROP 215
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I have no more questions, Mr. Hince.
THE COURT: Any further gueations?

MR. FORDE: No, your Honor.

THE COURT: Any redirect?

CROSS-EXAMINATION
BY MR. BURNS:
Q. Mr. Hince, you mentioned that as a
journeyman electrician you could work cutaside,
If you worked for a contractor in the

Chicago area, would contributions be made to a

difference.

correction is vyes.

covering emplovyees of the contractors who work

Local 9°?

A. Yes, they do.

health care program as a reault of Your employment?

k. Well, you made a misstatement. I didntt

But the answer to your question with that

Q. And does Local 9 have a health care plan

the, who employ linemen within the jurisdiction of

and reserve the right to offer this into evidence

during the presentation of my case this afternoon.

MR. BURNS: Maybe I might have a few questions.

say electrician, I said I'm a lineman. There's a

in

ROP 216



O

10

11

12

13

14

15

.16

17

18

19

20

21

22

23

24

92

Q. Okay.
And does the City contribute to that health

care plan?

A. No. F

Q. And how long has the City been providing
linewen with health care coverage at no cost to the
active employee?

A, I can't give you a date. Ever since Mayor
Daley estarted to pay it for ua. I've been covered

since then, to a small degree; and then so now I got

"full coverage.,

MR. BURNS: Nothing further.,
THE COURT: Anything further on cross?
MS. BECKETT: No.
THE COURT: You may step down.
THE WITNESS: Thank you.
(Whereupon, no further testimony
was heard of this witness at
this time.)
THE COURT: All right, it's 25 to 1:00. How :
many more yYou got?
MS8. VEERHUSEN: Your Honor, could we put one
more short one on? The woman who.needs toc get back

toc work, and her husband if necessary.

. ROP 217 |
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THE COURT: We'll accommodate her.

MR. HEISS: I have one,; too, your Honor: that's

i‘a question of health, not just to get bsck to work.

It'll be very short., ?
MS. YEERHUSEN: Maryann Hester.
MARYANN HESTER,
called as a witness herein, having been first duly
3Wworn, was examined and testified as follows:
THE COURT: For the record, would you please
state your full name, keep your voice up, spell your
last name.
THE WITNESS: Maryann Hegster, H-e~g~L-e-r.
THE COURT: Your witness. i
DiRECT EXAMINATION

BY MS. VEERHUSEN: ?

Q. Where do you 1live, Mrs. Hester?

A. 5855 West Roscoe in Chicago. i

Q. Are you married? i
i

A. Yes, I am. |

Q. Is your husband employed? E

A. He's retired.

Q. And by whom was he employed before he
retired?

A. Chicago Police Department.

[ . ROP 218



[¥%)

10

11

12

13

14

15

l6

17

18

20

21

22

23

24

! G4

Q. In what capacity?

A, Patrol cfficer.

0. How long did he work as a patrol officer?
A. About 32, 33 vears.

Q. Are you or your husband presently covered

iby the City of Chicago Annuvitant Medical Benefits

Plan?
A. We both are.
Q. Before your husband retired, did either one

of you attend a preretirement seminar?

A. We both did.

Q. Let me show you what haa been marked
Defendants' Exhibits 22 and 23 for identification

and ask whether you have seen those doccuments

before.
A, Yes, I have,.
Q. Did you send those documents to me at my

A. Yes, I did.

Q. And is Exhibit 23 a copy of the agenda from
the seminar that you and vour husband attended?

a. Yes, it is.

Q. Does it indicate that anyone sgpoke about

health benefite for retirees?

| - ROP 219
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A. Indicates a James Procose from the Risk and
Brnefit Management Office of the City of Chicago.

Q. Do you recall whether the person who spoke
dactually identified himeelf as James Procose?

A, That, I'm not sure. I know it was a man.

Q. Do you recall anything being gaid about the
cost of retiree health coverage at that seminar?

A. The retiree would be covered, be gliven full
coverage wlthout charge. Benefits for the wife and
for dependent children until 18 or while they were a
full-time student would be withdrawn from the
penéion with the pensioner's approval. It would be
a maximum, I believe, of $95, with $55 for one
dependent.

Q. Mrs. Hester, did you have occasion to take

any notes regarding what ws said at the seminar?

A. I'm a public stenographer, I always take
notes.
Q. And I ask whether the second and third

pages of Exhibit 22 are a true copy of the notes you
did take at that seminar?

A. Yes, they are.

Q. Did you at some point tranacribe your

shorthand notes?

1
|
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A, Yes, I transcribed them, and mailed them to

i you,

0. And is the first page of Exhibit 22 the
transcription you made?

A. Yes, it is,

Q. Do the words on that page accurately
reflect what's on the second and third pages?

A' YES; thEY C]O-

Q. And could you read the short section that

refers to the cost of retiree health benefits?

A, Where are we at?
Q. I believe it's the second paragraph under.
A, City pays hospitalization for retiree for

life or until he is eligible for Medicare, at which

time the City pays for supplemental insurance.
MS&. VEERHUSEN: Your Honer, I move that
Defendants' Exhibits 22 and 23 be admitted inteo
evidence,.
THE COURT: Anhy objectionas?

MS8. BECKETT: No.

THE COURT: Strike the identification marks,

and 23 received.

MS. VEERHUSEN: I have no further guestions.

THE COURT: Fire, any guestions -- hold it.

g ( ROP 221
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BY Ms,

Q.

A.

Q-

reflect

MS5.

THE

MR.

THE

MR.

THE

MR.

THE

Ms.

THE

MS.

unless the City would care to stipulate that if
asked the same guestions about the seminar which he

attended with his wife, his answers would be the

97

VEERBUSEN:
One more cuestion, Mr=. Hester.

Do your notes regarding the cost of theo

coverage accurately reflect what was actually told

to you at that seminar?

Do my notes?
Right, do your notes accurately, correctly
what was actually said at the seminar?
Yes, by the speaker.
.VEERHUSEN: Thank you.
COURT: Fire, any questions?
BURNS ; No questions, your Honor.
COURT: Laborers, Municipal?
HEISS: None, vyour Honor.
COURT: Intervenor?
KRISLOV: Nene, vyour Honor?
COURT: Any cross-examination, Ms. Beckett?
BECKETT: No.

COURT: You may step down.

VEERHUSEN: Your Honor, we also have Mr.

Hester here who was prepared to take the stand,

i | ROP 222
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same,

MS. BECKETT: We will sc stipulate.

THE COURT: What's Mr. Hester's first name.

MS8. VEERHUSEN: James, I believe,

THE COURT: Mr., Jemes Hester is called to the
stand, his testimony would be the same as his
wife's, so stipulated,

MS. BECKETT: Yes.

THE COURT: I take it that Labecrers has one
more?

MR. HEISS: There's actually two more people.

One, even though they're not related, his testimony

would be very similar and cumulative.

THE COURT: Whatever your pleasure is, Councel.

CONSTANCE BECKER,

called as a witness herein, having been first duly

sWworn, was examined and testified as follows:

THE COURT: Please state your full name, keep

. your voice up, spell your last name.

THE WITNESS: Constance Becker, B, like in boy,

e-c~k?e—r.
DIRECT EXAMINATION
BY MR. HEISS:

Q. Mre. Becker, where do you live?

,.; L ROP 223
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that ¢

A,

Q.

fund,

A.

Q.

2124 North Sedgwick, Chicago.

How

73.

Had

You

No,

And

Well

Now,

orrect?

old are vyou?

to do it here.

59

never worked for the City of Chicago?

my husband did.
your husband retired when?

+ he died of cancer in '84.

vyou're covered under the retiree

Right,.

the Annuitant Health Care Plan, is

And you receive an annuity from the pension

correct?

Right.

And what

they take out the amcunt?

A.

Q.

correc

A.

27776,

27776 is your monthly pension check,

t?

Right.

TRE COURT: 27776, that's $277.767

BY MR.

Q.

HEISS:

I'm

sorry, yes.

ie your annuity per month after

ROP 224
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deducted ¢55%

A, No, §21,

Q. 21 because you're Medicare eligible, is
.that correct?

A, Right,

Q. Now, when your husband was employed and

alive, working for the City of Chicago did you have

occasion to discuss with him the facts of retiree

health care for

A. Well,

yourself and for him?

just established that if anything

happened to him I would be protected.

0. And was that your understanding, did he

give you that understanding from his employment?

A, Right,

Q. Was that

important for his employment to

continue to remain with the City of Chicago the fact

that it was the anticipated health care benefits

would be in place for him, or for you, upon his

'retirement?

A. Right.
MR. HEISS:
THE CQURT:

MR. BURNS':!

I have no further gueetions.
Fire?

One question.

ROP 225
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CROSS~EXAMINATION
EY MR. BURNGS:
Q. Was your husband an active employee at the
time of his death, Mrs. Becker?
A, Yes, he became suddenly ill and he died in
a vear and a half of cancer.
MR. BURNS: Okay, I have no further questions.
MR. FORDE: No questions for Police.
THE COURT: Intervenor?
MR. RRISLOV: No, your Honor.
THE COURT: Any cross-examination, Ms. Beckett?
ME. BECKETT: No.
THE COURT: You may step down, please be
carefuly on the steps.
(Whereupon, no further testimony
wae heard of this witness at
this time.)
THE COURT: Call yvour next witness.
MR. FORDE: Your Honor, it's now 12:45 and we
have imposed on your lunch hour to a considerable
degree and we appreciate it to accommodate these

people.

We're at a point where I think it's obvious

toc the Court, it's even becoming obvious to us that

ROP 226 |
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L our proof is getting cumulative, and I think that at

o this point we'd suggest we adjourn for the recess

and we take a look at that,
But we have cther witnesses, but they would
be saying essentially the same thing.
THE COURT: I appreciate that, Mr. Forde, but
I'm here to accommodate all parties involved in this
case,
MR. FORDE: And I don't believe there is going
to be aﬁy evidence to contradict the evidence that
‘we've put on, 80 I think we'll take a look at that
and see if we can't eliminate some of the cumulative
proof.
THE COURT: Might I suggest this, then.
Let us recess until about 10 minutes after
2:00, the reason I say 10 minutes after 2:00 is so I
can acccmmodate a 2:00 o'clock ¢all and some name
changes that we expect to come in,
And we'll reconvene the trial at 10 minutes
after 2:00,
{Whereupon, Court was recessed
until Tuesday, June 21st, 1988,

at 2:10 o'clock p.m.)
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STATE OF ILLINOILS )

COUNTY OF COOK )

SUSAN BYSTRON, being first duly sworn,
on ocath says that she is & court reporter doing
business in the City of Chicago: and that she
reported in shorthand the proceedings of said
hearing, and that the foregoing is a true and
correct transcript of her shorthand notes so taken
as aforesaid, and contains all the proceedings given

at said hearing.

JEQaE{t@ﬂuﬂufﬁﬁffgegﬁfﬁgy@sn

SUSAN BYSTRON

SUBSCRIBED AND SWORNM TO

before me this éZﬂc day

of

—Z=

Notary Public

OFFICIAL SEAL
THOHAS WACLAWEK
NOTARY PUBLIC STATE OF ILLINQIS
MY COMMISSION EXP. MAR.7.1992
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STATE OF

IN THE CIRCUIT COURT OF COOK COUNTY,

ILLINOIS)

) S8

COUNTY OF COOK )

ILLINOIS

COUNTY DEPARTMENT -~ CHANCERY DIVISION

CITY OF CHICAGO, a

municipal corporation, )

) No. B7 CH 10134

Plaintiff, )

vse .
MARSHALL KORSHAK, at al., )
Defendants. )

REPORT OF PROCEEDINGS at the trial of the

above-entitled cause before the Honorable ALBERT

GREEN, Judge of said Court, on the 21st day of June

1988 at the hour of 2:10 o'clock p.m.

APPEARANCES

HON. JUDSON K. MINER
Corporation Counsel
BY: MS, AMY LOUISE BECKETT,
Asgistant Corporation Counsel
and
HOPKINS & SUTTER
BY: MR. RILLIAM CARLISLE HERBERT

On behalf of City of Chicago;

|
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APPEARANCES: {Continued)
MR. KEVIN M. FORDE

ME. KATRINA VEERHUSEN

On behalf of The Police Annuity Fund; |

JACOBS, BURNS, SUGARMAN & ORLOVE

BY: MR. MARTIN J. BURNS

On behalf of Firemen's Annuity Fund;

BOYLE AND HEISS
BY: MR. PREDERICK HEISS
and
MR. WILLIAM A. MOROVITZ
On behalf of Municipal and

Laborers' Pund

SACHNOFF, WEAVER & RUBENSTEIN, LTD.
BY: MR. CLINTON A, KRISLOV
On behalf of the Annuitant

Interveners.
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THE COURT: Good afternoon, ladies and

 gentlemen.

Mr. Forde, are you ready to call your next

witness.
MR. FORDE: I will in a moment, your Honor. We
changed the order for a moment, your honor. We're

now thinking in a different order.
MR. FORDE: We would call Mrs. Gilliam, your
Honor.
THE COURT: Would you take the witness stand.
(Witness is sworn.)

- THE COURT: For the record, would Yyou please
state your full name, spell your last name. And
please keep your voice up so that everybody hears
you.

THE WITNESS: Okay,
Sharon Gist, @-i-s-t, Gilliam,
G-i-l1-1~i-a-m.
MR, FORDE: Mrs. Gilliam, my name is Kevin
Forde, I represent the Police Annuity Benefit Pund

in this litigation.
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SHARON GIST GILLIAM,

called as a witness herein, having been first duly

, Bworn, was examined and testified as follows:

EXAMINATION
BY MR. FORDE:

Q. Although we may be familiar with your
background from the press, would you mind giving it
to the court reporter, just a short summary of your
background and experience with the City of Chicago
please.

A. Okay.

I'm currently chief operating officer for
the City of Chicago, a position I've held since
January 1, 1988, Prior to that I was budget
director of the City of Chicago from January of 1984 i
to December 31, 1987. Prior to that I was deputy
budget director from June of 1983 to January of
1984, '

Prior to that I spent four Yearsg, 1979 to
1983, working in the District of Columbia budget
office in the District of Columbia Department of
Housing and Community Development, both times in the
budget field.

Prior to that from 1969 to 1979 I was with
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i the City of Chicago variously in the Model Cities

Program as a social planner for the Office of Budget

and Management as federal grant coordinator, and
then assistant budget director, and finally acting
commissioner Department of Human Services.,

Q. Thank you.

A8 the chief operating officer for the City
of Chicago, you're familiar with this litigation,
are you not?

A. That's correct.

Q. And is it accurate to state that the City's
position in this controversy is that neither the
City nor the pension funds have Tespongibility,
legal responsibility, for the payment of the health
care benefits for the annuitants?

A. That is correct.

Q. Now, so the issue is, so far as the City is
concerned, is how much the annuitants have to pay to i
cover their health care benefits?

A. That 18 not the entire issue from my E
understanding.

Q. Are you -- you're familiar with the
background of health benefit payments for retired |
employees by the City since 1982 or '837
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A, Certainly eince middle '83.

Q. And you are aware that since at least that
time the City has been paying at least a portion of
those costs for retired employees?

A. I'm certainly aware as a result of having

gone through this over the last several months that

 the City pays a portion in two different ways.

Q. In two different ways. And what are those
two differgnt ways?

A. One portion comes through the property
taxes and is buried, if you will, within the pension
Eunds. And the other portion is through the
corporate fund and the other locally appropriated
funds.

Q. And insofar as the corporate fund is
concerned, you have been aware Ffor some time that
the corporate fund included funds to pay for the
health care benefits for retired employees?

A, I am aware that what we appropriated for in
the corporate fund and the other locally
appropriated funds was a gross amount of dollars
that covered all claims presented for health care
costs,

Q. And that included retired employees?
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A, It was my understanding that it included

retired employees and their eligible dependents.

Q. And how long have you been aware of that
fact?
A, Since, certainly, 'B84 or possibly early

'85, Most likely '84 when we started working on the

issue,.

Q. I'm going to show you a page from the 1984

budget. And this is ~- you're familiar with that.
This is Exhibit 36,

And I'd like to direct your attention to
Account .042 with a line -- or the the Line 042,

If you'd review that language for Account

042 dealing with the health maintenance organization

premiums, et cetera.

Have you had an opportunity to review that

description?

A, Yesa, I have.

Q. Now, the total amount referred to there is

$87,200,000, is that correct?

A. That's correct.

Q. Now, for a little background, that
language, that description, is that a -- who

Belected that language?
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A, It's hard to know who originally selected
this language. It's what's called standing type.
And it's in the data base, the budget data base,
And it's simply reprinted year after year., The
language was there when I got there. And who knows
which budget director it came under.

Q. But somebody selected that language and it
gtays in -~

A. At some point in time, And it just stays
there and is rolled over fronm vyear to year.

Q. Like some things in our court processes.
The court says he reads the same briefs over and
over again because it stays in the word processor.

And the numbers are changed each year?

A, Right.

Q. How do you go about changing the numbers®

A. The budget office basically goes through a
Process by which it regquests of the Benefits
Management QOffice. In the past of whomever or !
whatever office administered health care, it
regquests a projection for the year following, since
you're doing the budget in a current year. Whatever

office or person is in charge of the various benefit

Programs Qill come up with an estimate for the year '
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following, send it into the budget office, And they
will use that estimate,.

In the event that they have some question,
they will call and ask for further information on
how the estimate was developed.

Q. Do you know how the estimates were made for
health care benefits?

A, My general understanding of how they are
developed is to take the actual experience of the
year prior, The experience to date of the vyear that
one is in, estimate what the experience for that
vyear will be, and then get the best available data
from the'industry from wherever you can get it on
what the inflation factor will be for the next
year, And using all of that, assuming that use will
remain constant and the population wil; not change,
yYyou come up with a number, which 1s an estimate,

And it's the best estimate you can get at the time.

0. So with respect to the '84 budget that
you'‘re looking at, for example, sometime in 1983
someone in the Budget Department would have looked

at the '83 experience to date for health care claims

. and made an adjustment for inflation and came up

with the number for the year 1984°?
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A. Yes, Except it wouldn't have been done in
the budget office. Because certainly I was there in
the summer of '83. And that's not the office from
which this was administered. But they would receive
some numbers,

Q. Some city agency, somewhere in the City
administration they would have done that
calculation?

A. That's correct.

Q. And you are aware, are you not, that in

-doing this in 1983 they would have had figures for

active employees as well as retired employees in
making that calculation?

A, They would have come up with a gross number
based on claims paid. Had'they been paying claims
for retirees or annuitants, then that would have
been the base number that they calculated,

Q. Well, you are aware that they were provided
that information, are you not, for retirees as well
as active employees?

A. It's my understanding they would have known
all claims paid.

Q. And that those claims paid included

retirees?
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A, That's correct.

Q. Now, 8o that a component of this
$87,200,000 was claims paid on behalf of retired
employees in 19837

a. It should have been,

Q. And you were aware in 1984 that this
description and the $87,200,000 included claims to
be paid on behalf of retired employees?

A. The number for 1984 developed in 1983.

Q. That's correct.

Now, these accounts, for example 042,
code -~ maybe my terminology is not accurate. What
do you call 0427

A, A line item.

Q. A line item. Okay.

Those numbers, the City isn't bound to
spend only that amount or as much as that amount --
strike that,

You can move money around within these
accounts. If there are, say, for example,
insufficient funds within each line item, then there
is a time when you can use funds from some other
line item to make up for shortages in this line

item, for example, Could you not?
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A. That's correct, within certain parameters.
Q. And what are those parameters?
A. You can move or transfer funds that are in

excess of one line item in an account group, to
another line item within the same account group,
Q. And the reason you can =-- and you can do

that without an appropriation by the City Council?

A. You can do it without Council approval,
within an account group, That's correct.
Q. And, as a matter of fact, the budget makes

the distinction between asterisk items and line

items?
A, "That's correct.
Q. And an asterisk item within an account =--

is there an asterisk item on the page?
A. You can't g8ee the asterisk beqause of the

Wway this was Xeroxed,

Q. My copy also,

I have a copy of the final 1984
appropriation ordinance, And it should look the
same as that page -~ give me the '86.

MR. FORDE: Your Honor, as you'll notice on your
copy, the asterisk, as Mrs, Gilliam has correctly

pointed out, on the left-hand column -~
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THE COURT: Use mine. VYou can see the asterisk.

MR. FORDE: The original has the asterisk
dccounts.

BY MR. FORDE:

Q. Looking at that, looking at the original of
Exhibit 36, you see the asterisk after 042,

And what is the account description for the
asterisk item? Maybe you can put that in the terms
You're more familiar with.

a, The asterisk is really before 9112.000 for
rergonal services, And there’'s a total amount.

That is an account group.

Q. And anything, then, above that line for
that group of accounts that's obviously totaled
there can be interchanged between line items in that
account?

A, Yes, ﬁroviding there's a gsufficiency of
funds in the area from which you are wanting to
transfer.

Q. And the reason you can do that is that the
descriptions that follow or actually precede or
accompany the line items like 035, 042, and the
others up above, 9112.000, are merely descriptions

of what ié in the appropriation, is that correct?
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A. I don't know that -~

MR. HERBERT: Objection.

It's a confusing guestion. I'm not sure
what is being asked.

THE COQURT: Rephrase your guestion, Mr. Forde.
BY MR. FORDE:

Q. The reason you can move funds around within
that account group is because the descriptions are
there for informational purposes, but the
appropriation is 912.000, the asterisk description,
which is for personal services?

A, I don't know that I would totally agree
with that.

Q. And what would you disagree with?

A. Under state law we appropriated what we i
called the starred item level. Therefore, we are
controlled by the starred item level, what yYou call
the asterisk level. And because that ie the control ?
point, there has been, certainly, a practice,

because as far as we are concerned it's not illegal

to transfer appropriatione among line items.

Now, whether you can go on and make the

next leap, I don't know.

Q. And the starred item or appropriation
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i following state law on the Page you're looking at is

i the description for personal services?

A, That's correct.

Q. Now, I think I asked this gquestion before.
I'1ll ask it again. If I did, I apologize.

You were aware that the description you're
looking at on 042 included retired employees.

THE COURT: Asked and answered.

MR, FORDE: Okay. 1l apologize,

BY MR. FORDE:

0. And you explained the source of that
language.

In 1985 originally you followed the same
procedure as in previous years, and that is the
administration would prepare a proposed budget and
submit it to the Council, iz that correct?

A. That's correct.

Q. And in 1985, however, the City Council got
very involved in the Act itself and changed some
numbers and changed some account descriptions.

Do you recall that?

A, That's correct,

Q. I'm going to show you two documents that

have been identified as Defendant's Exhibit 37 and

RCH3244!



16

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

|
!i

|
H
I
i
i

. Defendant's Exhibit 38 for identification.

And if you would look again, fust looking

'at the Line Item 042. If you would look at those

two briefly, then I have a few brief guestions.

Directing your attention, first, to Exhibit
37, that was the document prepared by the
administration, was it not?

A. That's correct,

Q. And Exhibit 38 was the document prepared by
the City Council?

A, That's correct.

Q. And the only difference in those two
descriptions for that line item is that Exhibit 38
is more detailed in that it specifies that -- it
adds "and for partial payment of the costs of clainms
and administration administration for hospital and
medical care provided to certain participants in the
Policeman's Annuity and Benefit Fund,™ et cetera, et
cetera, correct?

A. That's correct.

Q.' And there's a modest ~- I'd say, in terms
of the dollars, we're dealing with a modest
difference in the amounts proposed in those two

documents?
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A, That's correct.

Q. For the record, the administration document

used the number eighty-nine million, twenty-eight,
eighty-two hundred,. And the final document or the
City Council's prepared document uses the amount
eighty~nine million four thirty eight.

That difference would not be intended to
cover retireeé health benefits, would it?

A. That is correct.

Q. So the retirees' benefits were included in

the original document prepared by the
administration?

A, All claims paid. Yes.

Q. It would have been just as you had
described for 1984, It would have included -~ it
would have been based on estimates of all claims
paid, which include active and retired?

A, That's correct.

Q. Now, in 1987 the budget was prepared, the
final budget was prepared by the -- let me back up
one guestion.

With respect to 1985, the Council's
vergion, that is Exhibit 38, was the language that

ultimately found its way into the appropriation
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ordinance?

a, That’s correct.
0. Now, with respect to 1986, was that -- did
the usual procedure ~- was the usual procedure

followed again, that is the estimates were made, a
figure was come up with in the same way, and the
language used in that budget was the same as is in
the word processor for the earlier yYyears, that is
the administration's language?

A, That is correct.

Q. But the amount included in the 'Bg budget,
likewise, was based on computations that included
retirees as well as active employees?

A, That's correct.

Q. So that in each of these years you, and

when I say you, I mean the administration, was aware

that this description would include payment for
health benefits for retired employees?
A. As I said, it included payment for all

claims presented for eligible -- for persons who

‘were eligible because of our health care plan, which

would have included retirees.
Q. And this was never rejected by the City

Council?
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A. No. It was not.

Q. And in fact, the one year that they played
any active part in descriptions they made it even
more precige?

A, That is correct.

Q. And in those years that you were aware of
this description, you never raised any gquestion of
the legality of these expenditures, did you?

A. I did not.

Q. When was the first time the quegtion of the
legality of any of these expenditures was raised as
far as you know?

A. It came to my attention, I believe, during
the course of either late '86 or early '87. :

Q. And how did that come to your attention?

A, I'm not absolutely certain of the chain of
eventsg. But it became of concern largely because of

the because the Corporation Counsel would raise the
issue of whether or not we had sufficient authority
under the language of the appropriation ordinance to g
pay these claims.

0. And the first time the Corporation Counsel
raised that was in '86 or '87°7?

4, To the best of my recollection. Yes.
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Q. Was there anything else going on about that
time that caused this concern by the Corporation
Counsel? Was there any litigation involving the
pension funds that came up about the same time?

A. There may have been litigation. I'm not
sure which piece of litigation,

Q. Was there ever a time, Miss Gilliam, that
You or any others in responsible positions in the
administration, proposed an increase in the premiums
charged to annuitants?

A. Yes., There was.

Q. And approximately when did that occur?

A. That was either in late '84, mid to late
'84, or early '85, as we were trying to bring some
cost control over the health care plan for the
actives, which led us alsoc to the annuitants.

Q. So it was proposed by -- at least proposed
in material stages within the administration, that
the premiums for retired annuitants be increased in
approximately 1985, is that correct?

A. That is my recollection of it. Yes,

Q. Were any memoranda prepared at that time
regarding these costs and the pogsibility of an

increase?
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A. There were a series of memoranda prepared

' basically by the Benefits Office to set forth

options on what might be done.

Q. I am going to show you and exhibit which
has been marked Defendant's Exhibit 17 for
identification.

And I'1ll just ask, were you the author of
that memorandum?

. It came out of my office, and I signed it,
Yes.

Q. And I'm going to show you a letter dated
November 27, 1984 addressed to Mr. Michael Cohen,
secretary of the Firemen's Annuity and Benefit Fund,
gigned by you. |

Were you the author of that letter?

A, Yea, I am.

Q. Both of thesge documentﬁ discuss the extent
to which the City subsidlizes health care benefits
for retired City employees, correct?

A. Defendant 15 simply acknowledges that we
do -~ that the City did subsidize it. Defendants 17
goes more to the amount. I don't see an amount in

Defendants 15.

Q. Now, with respect to Exhibit 17 and that
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period of time, 1985, what happened to the proposal

within the administration to increase the premiums

'paid by retired City employees?

A, It was discussed within the
administration. I believe we may have had even a
meeting with some or all of the Funds to discuss
it. And we never implemented the increése.

THE COURT: What was the latter part of that
answer?

THE WITNESS: We never implemented the increase.

THE COURT: Thank you.

BY MR. FORDE:

Q. 50 there was a determination made in 1985
not to implement the increase?

A, That's correct.

Q. Is there a change of attitude by the

administration in 19887

A. That is correct,

Q. And it is the present intention of the
administration to increase the premium?

A, It is the present intention of the
administration to reduce or eliminate the taxpayers
subsgidy.

MR. FORDE: If I could have one moment.
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(Short pause.)
FORDE: That concludes my examination, your

except to offer Exhibits 15, 17, and 36, 37,

COURT: Any objection to 367
BECKETT: No obijection.
COURT: ©Strike the identification mark.
It will be received.

37 and 38, any objection?
BECKETT: No objection, your Honor.
COURT: ©Strike the identification.

They will be received.

1772

BECKETT: No objection, your Honor.

COURT Strike it.
Received,
157

BECKETT: No objection.
COURT: Strike it,
It will be received,.
(Whereupon, Defendant's Exhibits
36, 37, 38, 17, and 15 were

received in evidence.)
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MR. FORDE: Your Honor, for the record, too, at
the close of the proofs we would like to submit the
entire budget book so that --

THE COURT: I understand what you intend to do.

MR. FORDE: So that it's clear.

But for purposes of the trial, that page is
the only page that we wanted to inguire on.

THE COURT: Any further questions?

MR. FORDE: No further guestions. f

THE CQURT: Flreman's Fund, do you have any
guestions.

MR BURNS: I have a few, your Honor.

Mies Gilliam my name is Martin Burns. I

represent the Fireman's Annuity fund.

EXAMINATION
BEY MR. BURNS:

Q. I would ask you with respect to the items
that you've mentioned, that is specifically Line
Item 042, whether during your years with the City
the amounts appropriated by the City Council were
sufficient to cover the actual health cost é
expenditures for active and retired employees? .

A. They were not in every year. No, s8ir.

Q. And how was the shortfall handled?
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A. Well, the year with which I am most

- familiar, which was budget year 1983, there was in

042 a projected 20 million dollar shortfall, which

was part of the 95 million dollar problem of 1983.

0. And how was that deficit of 20 million
handled?
a, Well, the whole budget deficit was handled

through a series of layoffs and hiring freezes and

everything else. In the end I suspect that -- I
can't remember. I suspect that what we did was in
the budget amendment,. In the late summer of 1983 we

had to go back to Council for an amendment to that.

Q. Are you certain or --

A. I'm not certain of that, because there was
too much going on, |

Q. And how about subsequent years? Were there .
supplemental appropriations to cover the deficits?

A. I am not aware of any now. i

Q. Were there deficits?

A, In every year we ran very close or slightly
over.

0. And when you say over, by how many millions
or hundreds of thousands?

A, I would not know that without the audits.
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i Q. Isn't it your testimony today that the

i amounts in the account for pPersonal service, the

' salvage in the other accounts, was sufficient to
cover the deficit in Line Item 0427

A. It may have been in every year other than
'83. It certainly was not in '83.

Q. I understand your testimony in '83. But for
other years do you know?

A. I don't know.

0. Do you know whether there were any

supplemental budget appropriations other than for

19837
A. 'We did not have -- we had supplemental
appropriations. But they were for contracts. Not

for this purpose.

Q. Now, you say that you learned_of the
alleged illegality of the appropriations or -- I'm
sorry. Strike that.

The alleged illegality of the expenditure
of City funds for retired employees health care
coverége in late 1986 or early 1987,

Now, can you pinpoint the time a little
more precisely?

A. I simply don't recollect when it -- there
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was not a point in time that I can recollect that
this was brought to my attention.

Q. Well, did anybody -- who was at the meeting
that you learned of this to the best of your
recollection?

A, I'm not even certain that it was at a
meeting, whether it was simply conversation or a
meeting or gsomething else.

Q. Did you consider this a serious matter?

A. Certainly a serious matter. But given the
nature of the way we budget in Chicago, there are a
lot of thinge we budget for 8imply because we have
done them year in and year out for dozens and dozens
of years. So while it's not a good practice, and
certainly would be seen as to be serious, it is !
gomething you learn to live with,

Q. Now, if this meeting occurred in late 1986,
let's assume that. I understand from your testimony
that the money appropriated for 1986 by the City
Council was sufficient or was intended to cover the
projected cost based upon active and retirees' 1985 :
costs plus an inflation factor. 1Is that basically
your testimony with respect to that?

A. Are we talking about bugeting in 1986 for
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'87 or '85 for '86°?

0. In '85 for '867
A, Yes. That'e correct.
0. 50 if this meeting occurred in 1986, was

there anything to have prevented you and/or the City
administration from going back to the City Council
and having a change of the line itenm description
0427 |

A. There would not have been if it were, in
fact, in late 1986,

Q. In 1987 if tgis meeting occurred is there
anything that would have prevented you and/or the
City administration from going back before the City
Council and correcting the wording of the line
description?

A, Not if it occurred in '87. No.

Q. Were you aware at the time of this meeting
of the language of the 1985 appropriation bpassed by
the City Council?

A. I have not testified to the Ffact that I
learned this at a meeting. I testified to the fact
that I am not aware of how I learned of this matter.

Q. When did you first learn that the 1985

language of Line Item 042 contained the language
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aA. I didn't notice that until this proceeding

began. There was no reason to go back and read what

I thought to be standing type. |

Q. Was there ever a memo that you have seen

from the Corporation Counsel’'s office with regpect

to the alleged illegality of the expenditures of

moneys for retiree-relate care through Line Item

0427

A. I have not seen such a memorandum.

Q. In your experience with City government, is

it customary for alleged illegalities to go without

a2 memo being addressed to somebody?

A, I am not currently aware of any other

alleged or otherwise illegalities that are going on.

Q. Well, if there were, asg chief

administrative officer for the City of Chicago,

would you direct the people respongible for that

opinion to put it in writing so that you would have

it?

A, The only way to request an opinion of

counsel is to suspect an illegality and to request

an opinion of counsel in writing. Since I don't

suspect an illegality,

there's no reason for me to
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ask an opinion of counsel.

Q. Well, in late 1986, early 1987 such an
alleged illegality came to your attention. Is that
true?

A, But I did not suspect it nor did I regquest
an opinion of counsel. Therefore, I had no reason
to receive a written opinion of counsel or
memorandum.

Q. And subsequent to that time have you ever
requested an opinion in writing from Corporation

Counsel?

A, With regard to what matter?

Q. With regard to this matter.

A. No. I have not requested an opinion of i
counsel. i

0. Now, you testified with respect to late

1984 or 1985 there was an effort made by the City
administration to raise the, I believe you said
premium for actives and retirees. Did I

misunderstand your testimony?

A. Yed, you did,

Q. What was the intent of the City at that
time?

A, The intent of the City in 1985 clearly was
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to increase the contribution made by annuitants for
themselves and their eligible dependents in order to
reduce or eliminate the subsidy that was coccurring.

Q. Well, I believe you testified that
connection therewith you wrote a letter to Mr. Cohen
of the Fireman's Annuity fund, which is now Exhibit
15, And I understood your testimony to be that even
though those discussions took place that there had
not been an increase in 198%5, that the
administration decided not to seek an increase or to
implement --

A. This effort did not eventuate in an
increase,

Q. But this is in late 1984 that you wrote
Mr. Cohen. In 1985 were efforts made by the City
administration to contain the costs of providing
health care coverage for active and retired
emnployees?

A, The cost containment effort occurred in
1984 for active employees. The next step in that
effortrwas to take the plan implemented for active
employees and move it along to cover retired
employees,

Q. And what steps were taken with respect to
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. actives to contain costs, that is steps in 19847

A, In 1984 the first thing that we did was
enrcll all of our active employeesz and reqguire that
they prove up all of their eligible dependants.
There had not existed an accurate file of who
belonged in our health care plan and who did not.
That was a major effort.

In addition to that we implemented a series
of rather common cost containment measures, such as
procedures which would not be paid for except on an
outpatient basis; the requirement that second
opinions be sought in certain kinds of procedures;
the refusal to pay for weekend stays prior to
various procedures in a hospital; the Tegquirement
that patients once hospitalized be monitored by an
outside source to insure that they were not
overstaying what wasz medically necessary.

A whole series of cost containment measures
that were a part of a package.

Q. Were those cost containment measures --
well, let me express it in the present tense.

Are they reflected in the current City of
Chicago medical benefit plan for active emplovees?

A, They are contained within the plan for
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those employees who are enrolled in what isg called
the City Plan, that is people who are not enrolled
in HMOs=.

Q. All right.

Now with respect to retirees, is it not a
fact that efforts were made to contain costs through
the implementation of similar matters that you've
described such as no weekends admissions, second
surgical opinion, monitoring length of hospital
stay, et cetera, is it not true that efforts were
made to contain costs of retirees in 198597

A. That'e correct. That was the next group
that we dealt with,

Q. And is it not a fact that those efforts
involved meeting with Fund representatives to seek
their cooperation in the re-enrollment Process and
in having the retirees Participate in a new progranm
or a program different from what had been in
existence prior to 19857

A. We certainly dealt with the Funds. And I
remember one meeting that I attended with the Funds.

0. And, therefore -- well, let me express it a
little differently.

As a result of these efforts, is it fair to

ROP 262
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istate that the present annuitants medical benefits
;plan ise the product -- well I'm saying that twice.

: Is it not fair to state that the present
medical benefits plan is a product or result of the
City's efforts and/or the -- well, I'1ll leave out
the cooperation of Funds ~- as a result of the
City's efforts to contain costs for retirees?

A, That would be a fair statement.

Q. And, if you know, and I don't expect you to
know all the details, but is it not true that there
were certain plusgses for retirees, that is coverage
under the present program that they did not have
under the former program such as bprescription drug
coverage, if you know?

A. I'm not aware of the detailed differences
between what they might have had before and what
they currently have,

Q. During your testimony in answer to a
question from Mr. Forde, if I understood you
correctly, with respect to the present intention of
the City, that it's to reduce or eliminate what
you've referred to as the taxpayer aubsidy,

First let me ask you with regard to

taxpayer subsidy. Isn’t it a fact that expenditures
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out of Line Item 042 are paid for out of general

With real estate taxes?

A,

That's

correct. But all of the ¢

. Tevenues of the City and are not necessarily tied in

orporate

fund is supported to a large degree by taxes of one

sort or

octher.

Q.

another,

whether they're real prop

Whatever income the City has, is

fair statement?

AI

Q.

That's

corract.

erty or

that not a

Is it the City's present intention to

terminate the coverage of retirees, health

coverage?

A,

e would prefer not to do that.

care

We would

prefer to work out a system whereby the City's tax

dollars from whatever tax source they come, does not

go to subsidize

MR.

THE

MR,

THE

MR .

TEE

MR.

BURNS :

COURT:

HEIES ¢

COURT

KRISLOV:

COURT:

KRIESLOV:

this plan.

I have nothing further.

Laborer's Municipal, any g

Nothing.

Intervener, any qguestions?
Yes, sir, your Honor.

Proceed,

If I may have one minute

uestions?

here,

ROP 264
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(Short pause.)

|Defendant's Exhibit No. 28 marked for

from the City or from the Funds.
EXAMINATION

BY MR, KRISLOV:

what it is?

been included in finance general.

Q. And the handwriting in the borders,

MR. KRISLOV: With your Honor's indulgence, what

:?I would like to do here is use the exhibit entitled

‘iidentification, which I believe -- well, we would
i probably move to admit shortly. I don't think it
Will disrupt the Funds case. And I think it will
probably save the time of Miss Gist Gilliam coming
back for an appearance on our case separately.

And I don't believe there is any objection

Q. Miss Gilliam, would you take a look at
what's been marked Defendant's Exhibit 28 and tell

me if you've seen that before and if you can tell us

A, This is a memorandum from a person who was
staff with me at the time I was budget director with

regard to various benefit costs that were to have

particularly the left-~hand borders, because I know

‘there's some stamping of page numbers, which may not

ROP 265
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1 I take it are yours?

A. Those are my notations, Yes,
Q. This was, in effect, the memo that was sent

to you and your comments upon the memo gending it

back?

A. That's correct,

Q. Let me ask you to look at Page 2 of the
meno,

MR. KRISLOV: I'm sorry, your Honor. I don't
think I gave you one.

THE COURT: You certainly did not. I'm reading
over Miss Gilliam's shoulder.
BY MR. KRISLOV:

Q. Could you tell me what the handwriting says
on the top left of Page 27

A. It says they are budgeted annuitants
separately and then double underlined and then Ryan
case double underlined.

Q. That's your handwriting?

A. Yes,.

Q. And I take it you meant to break the
annuitants costs out separately now?

A, That's correct.
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Q. Let me refresh your memory, perhaps.

You are aware that at the end of '86, the

: beginning of 'B87, the Ryan case had been decided

holding that the City had used moneys belonging to |
the pension fundes and would now have to pay them ’
back, isn't that right?

A, I'm not sure that I knew that. I knew that
the Ryan case was out there.

Q. And that the City of Chicago would have to
pay money back to the pension funds as a result of
that case?

A, I can't say that I knew exactly that when I
made this note on October 2. I certainly know it
now. But I don't know that I knew it on October 2.

0. Do you know when you became aware of that l
repayment obligation other than that?

A. I can't recollect. I knew it was out

there, one of the things.
Q. You mentioned that there are a number of
things in the budget, things that we budget for year !

after year because they're there and we just keep

budgeting for them?
A, That's correct.

Q. There are other things besides annuitant
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and medical benefits that, aren't there?

A, There are a number of small, particularly
gmall accounts ﬁcattered through the budget that
have been there for time immemorial.

Q. And you haven't challenged those for being
illegal at this point?

a, No one has challenged them to my knowledge,

Q. In budgeting each year, the City has chosen
year after year not to take a zero base budgeting
approach as I understand it?

A, That's correct.

Q. And under zero based budgeting what would
happen is year after year you would look into each
item, break it out separately, determine what you
wanted to appropriate for and whatnot and make the ‘

appropriations starting from zero?

A. That's correct.
0. But the City chooses not to?
A. That's correct.

0. Instead the City takes last year's
expenditure, at -- well, takes last year's
expenditure, which includes an amount for annuitant
medical benefits, adds inflation, and budgets the

following year accordingly?
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A, Unless we have made some other change,

Yes.

Q. Let's go to 1985, this re-enrollment

process?

A. T847
Q. '84,
When

A, They

were the annuitants re-enrolled?

would have been re-enrolled in '85.

We were slow on that.

Q. Okay.

Te-enrollment,

But the process was -- by

what I take it you mean is a person

has to show once again that thev'rs ualified to
L

participate in the plan?

A. That

'sa correct.

Q. And you didn't just let people re—-enroll,

you actively contacted them?

A, That's correct.

Q. "You" being the City?

a, The City.

Q. And solicited them to re-enroll on the

annuitant plan?

A, Certainly.

Q. Didn’'t encourage them to look elsewhere for

their medical

benefitg?

ROP 269 !
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ME.

28,

THE

MS.

THE

MR.

THE

it will

uv.(G41]

No. We did not.

KRISLOV: Your Honor, I would move the

,;admission at this time of Defendant's Exhibit No.

COURT Any objection?
BECKETT: No objection from the City.
COURT: 28 will be received.
Any objection from any of the others?
KRISLOV: Thank you, your Honor,
COURT: Strike the identification marks and
be received
(Whereupon, Defendant's Exhibit
No. 28 was received in

evidence.)

ROP 270
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MR. KRISLOV: Thank you, your Honor.

MS. BECKETT: At this time I would like to ask
two or three cross examination questions of Miss
Gilliam. Then I would like to adopt her as the
City's witness for the sake of expediency and out of
deference to her schedule which calls her back to
other meetings at City Hall shortly.

MR. FORDE: No problem, your Honor.

THE COURT: Presently you're going to cross
examine first.

MS. BECKETT: Yes.

THE COURT: Cross examination.

CROSS EXKAMINATION
BY MS5. BECKETT:

Q. Miss Gilliam, one of the attorneys for the
Funds asked you a series of qQuestions about the
budgets in 1983, '84, and 1985 and they continuously
drew your attention to the fact that the City
Council inserted language with respect to the
retirees, specifically in 1985, is that right?

A. That's correct.

Q. There wags nothing to stop the City Council
from inserting that language in any other year, is

that correct?
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A. That's correct.

Q. The City Council is the body that makes the
final actual official determination of what will be
in the budget, is it not? i

A, That's correct,.

Q. And they are the authority that's known as
the Corporate Authority, who passes the budget every
Yyear, is that correct?

A. That'e correct. T

MS. BECKETT: I would like to proceed with my

l'direct examination now.

THE COURT: Before you do that, are there any
gquestions on redirect related to the last question
on cross examination.

I figured there would be Miss Beckett.
That's why I interrupted you,
EXAMINATION
BY MR, BURNE: é

0. Miss Gist Gilliam, do you have any
knowledge whether the City Council specifically the
Finance Council compared the budgets for 1985 and
'86 and concluded that it was not necessary to do
anything to change the language.

g. I would have no way of knowing what they
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did on their staff side,
Q. Did you have any discussions with any

representatives of the City Council at any time

concerning the fact that the Line Item 042 was being

used to pay for health care costs prior to 19887

A, I did not discuss it? I did not discuss it
with Council members.

MR BUERNS: I have nothing further.

MR. FORDE: Nothing further, your Honor.

THE CQURT: You may start with your direct,
Ms. Beckeatt,

BY MS. BECKETT:

0. Miss Gilliam, directing your attention to
the years 1984 and 1985, could you please go back
and describe the changes in medical benefits that
were available to retirees, starting with how they
were treated previous to this changeover?

A, In '84 we re~enrolled all actives and their

eligible dependents. We sought to move that =same
bprogram to the annuitants and any eligible
dependents they might have had.

We re-enrolled the annuitants and put in
Place for the annuitants the same cost containment |

measures that were applicable to the actives. And

ROP 273



45

10

11

12

13

14

185

16

17

18

19

20

21

22

23

24

|
|
!

|

. 045

that would have been the length of stay provisions,

© no weekend admission provisions, certain surgical

procedures having to be done on an outpatient basis,
certain other surgical procedures having to be done
on on an outpatient basis. All of those were put in
for the annuitants as well.

Q. Before these changes, were the annuitants
to the best of your recollection generally lumped in
together with the active employees, that is did they
particiéate in the same plan?

A, As far as I am able to tell, the ones that
live in this metro area were,

Q. And then after 1985 were they then
participating in a separate plan?

A, There was a period of time when the activesg |
were in the new plan, as it were, and the annuitants
were gtill going along. However, they had been
going along for all of thdse years before.

So that in a sense we were managing two
sets of people under different sets of
circumstances.

Q. In effect in 1985 in the process of
re-enrolling these annuitants, did the City

effectively terminate the plan that they had been
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A,

~operating under previousgly?

Certainly.

What we did in order to move to a plan that

was better managed was to the terminate an old rlan

which was unmanaged and totally unwieldy and

institute a new plan that made some sense. And we

instituted that plan by taking out the old one.

Q.

I'm giving you to look at what has

previously been admitted in evidence as Defendant's

Exhibit 33.

Will you take a look at that for a minute

and tell me if you've seen that before?

A.

Q.

Yes, I have.

Is that a copy of the annuitant plan that

went into effect in 19857

A.

This is the plan booklet

that went out to

explain the plan to the annuitants.

Q.

Directing your attention
Roman 37
Arabic 3.
Arabic 3.
Lower right-hand c¢orner.
Do you 8ee a termination

Yes. I do.

to Page 37

provigion there?
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§provision?

A, Yes, I am,.

Q. What is the City's
that provision?

MR BURNS: Objection.

THE COURT: Sir, on the

speaks for itself?

three conditions existed:

vold7

Are you generally familiar with that

understanding regarding

basgisg that the document

would be terminated if any one of the following

The annuitant himself

ROP 276

MR BURNGS: No. Because she said "the City." If
she wants to ask Miss Gist Gilliam's opinion, she

| can give it for whatever it's worth.

THE COURT: I'll sustain you on that objection.
BY MS. BECKETT:

Q. Let's start with your opinion as the chief
operating officer for the City and/or your opinion
as the then budget director of the City.

What was your understanding of this
termination provision?

A. My understanding was that this termination

provision told in this case the annuitants that they

submitted false bills, either for himself or for his

dependents; or if he submitted bills for ineligible
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| dependents, which was a real problem; they would be

terminated if the plan itself were terminated; or

they would be terminated in the event that they were

no longer somehow some way an annuitant and,

therefore, eligible for this benefit,

Q. To your knowledge has this termination
provision been exercised?

A, Not in this plan. No.

Q. Has the City terminated annuitants for
submitting false bills? Do you know?

A, I am not aware of it. We may have, but I
am not aware of it,

Q. Ckay.

Now, you previously described a termination ‘
and then a new plan. And you described changes. Is !
it fair to say that these were actual changes in
benefits to -- let's look first at active employees,
that the changes that came about in 1984, '857?

A, The '84, '85 was a new plan. It was a new
Lenefits plan. We changed the business aside with
our AS0s, our carriers, the way we paid for things.
That was simply a termination of one plan and an

institution of another plan. That was a major

upheaval.
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Q. Can you describe any examples of changes in

benefits to City employees, say starting fronm 1983,

forward?
A, Just in general a benefit improvement that
we gave all employees. And I've forgotten what year

it was. It might have been '85 or '86, was the
Prescription benefit whereby they could get these
mail order prescriptions for drugs that had to be
uged on a continuing basis. So that was certainly a
benefit change.

We had a change in the way we handled
vision benefit. At one point people went anywhere
and got reimbursed or through a very small number of
providers. We changed that to be not unlike a PFO
and executed a contract for that in our vision care
plan. The dental plan has had some minor changes in
it.

Vision care could be seen as a termination
of one plan and the institution of a whole new plan,
0. Are there any more recent examples of |
instances where the City has changed its benefit

Plans for active employees?
A. Currently we are in the process of doing

that. We have negotiated the firefighter's

ROP 278
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~contract. And within that there will be for the

first time in a generation a contribution on the

‘' part of employees for coverage for health care

coverage. And we're moving in the health care
portion of the plan and the dental portion of the
plan to the preferred provider organization system.
Q. Let's talk first about that contribution.
Iz that in essence the charging of a premium?
A. It would be most like the charging of a

premium. But we're self~insured. S0 premium is the

wrong term to use here.

Q. Okay. Then talking about the second
eXxample that you raised. Could you explain a little
bit further what a PPO is and how it changes either
expanding or restricting the level of benefit
available?

A, It doesn't necessarily expand or restrict
the benefits available. What it is is a negotiation
by, in this case the City, with a large number of
providers that says to them that we can deliver a
group of X size and therefore X volume in dollars,
in return for which we want consideration on the
price we pay for each and every pfocedure. WHe

negotiate that price,. That 1s the maximum amount we
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" will pay with this group of providers. Consequently

those personsgs in our group can go only to those
providers if they want their health care paid for by
the City. They can go outside the group if they are
willing to pay for it themselves.

Q. S0 it's similar to the concept of -- more
similar to the concept of an HMO than --

aA. Except it's not nearly as restrictive as an
HMO. We negotiate with large numbers of Providers
whereas an HMO ig generally a small number of

providers within a particular system.

Q. Has the City instituted this PPO system to
date?
A. We have not instituted it yet. We will do

that in the very near-term future.

Q. Backing up to 1984, Mr. Burns questioned
you at length about the City's efforts to raise the
premiums,

Could you go back and describe those again
and elaborate a little bit about on the whole
sequence of events surrounding that, |

a, Ags I remember the sequence of events, we

| were concerned about the subsidy amount that was

coming out of the corporate and other locally

ROP 280 |
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Benefits Management brought to

our attention that this was an ever increasing

amount of money,

What we sought to do or what we did was to

ask the Benefits Management Office to Put together a

' number of scenarios on how Yyou might either reduce

or eliminate overtime the subsidy. And they put

together that series of scenarios.

information with the Punds.

We shared either some or all of that

one meeting with the Funds.

Q.

I remember attending

Did the City get any reaction from the

Funds or their members following this meeting?

Al

The Funds informed, whether by letter or

otherwise, the annuitants, and pPut one or more of

the plans in this informational mailing to them.

And because the increases were sgo great in whatever

material they put out to the annulitants, the

annuitante and those who had some interest in the

annuitants began calling every 744 exchange there

was,

called all the aldermen,

office,

o they called the Benefits office, they

they called my office,

they call the comptrollers

and they called the

ROP 281
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Mayor's office and the general switchboard. And we

~were literally flooded with calls for over a week

from these annuitants.
Q. You received a tremendous amount of
pressure, in other words, --
MR BURNS: Objection.
MR. FORDE: I'm going to object.
THE COURT: Sustained,
And this will be stricken.

MR BURNS: That's democracy in action, your

i Honor,

" THE COURT: That will be stricken, too.

MR BURNS: Touche,

BY MS. BECKETT:

Q. In your opinion, Miss Gilliam, was there
anything besides this reaction from the annuitants
to prevent the City from instituting one or more of
these proposed premium increases?

MR BURNS: Objection.

THE COURT: Sustained.

Rephrase that guestion.
BY MS. BECKETT:
Q. Miss Gilliam, is it your opinion that the

City had the power in 1984 and has the power today

|
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i to raise the premium charged to the annuitants for

?;their health care?

i
i

|

H
H
1

! A, In my opinion we clearly have the ability

i to do 1it. And we simply did not do it before

16,000 annuitants calling us all day long every day.

|
;because we couldn't withstand the fire storm of

Q. You've described a number of changes in
benefits that have been instituted by the City and
continue to be instituted by the City. Is it your
opinion that the.City has the power to change
benefits?

A. Certainly.

Q. Is it Your opinion that the City has the

another?

A. Yes.

M5. BECKETT: I have no more gquestions.

THE COURT: Police. Cross examination?

CROSS EXAMINATION

BY MR. FORDE:

Q. Miss Gilliam, you testified that in 1984
the form of the plan was changed or the plan was
terminated and another plan was adopted.

Do you recall that testimony?

power to terminate one type of benefit and institute
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2. That’'s correct.

Q. There was no gap in coverage during that
period, was there?

A. That's correct,.

Q. Now, you mentioned that in 1984 or 198%
when there was the proposed increase in Premiums
that there was a great outpouring of views on the
subject. Every 744 number was called, I think you
testified, or words to that effect?

A. That's correct,

Q. Did this include calls to members of the
City Council? M

A, Yes, it did.

Q. Did you hear from any members of the City

Council on the subject?
A. I couldn't say that I heard from any one
member in particular.

Q. But you are aware that many members of the

| City Council had been called?

A, Yes. Yes.

Q. And so at that time certainly there's no
question but that members of the City Council knew
that the health care benefits were covered by the

appropriation ordinance?
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a. I would not go that far.

Q. Ie it your position that when members of

showed you earlier that they didn't know what they

were doing?

a. I wouldn't make that characterization.

Q. That they didn’'t understand what they were
voting on?

A, I wouldn't make that characterization.

Q. Do you believe that they clearly
comprehended that annuitants coverage wag included
in the appropriation ordinance?

MR. HERBERT: Objection.

The gqguestion calls for what is in the mind
of many aldermen. And this witness cannot know what |
ig in the mind of many aldermen.

THE COURT: For whatever probative value it may
have, I'm going to let her answer. I'm interested
in knowing.

MR. FORDE: Do you want that question,

THE COURT: Do you want the reporter --

MR. FORDE: Can you find that last question,

(Record read as regquested,)

THE WITNESS: I am not clear that the majority
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i 0of the aldermen understood exactly what they were

“ covering.

' BY MR. FORDE:

Q. And is that the reason that the City has
taken the position that the expenditures were
illegal?

A, I can't come to that conclusion. It is the
Corporation Counsel who can find that this was not a
legal appropriation.

Q. And what is the basis of that statement by
the Corporation Counsel?

A, That it was not set forth in the ordinance,
in the language of the ordinance. |

Q. And would that have the effect that the
aldermen didn't comprehend what they were voting on?

A. Not necessari;y.

MR. FORDE: I have no further questions, your
Honor.

THE COURT;: Fire, any cross?

CROSS EXAMINATION
BY MR. BURNS:

Q. Miss Gist Gilliam, you say that you think

that a number of aldermen did not understand exactly

what they were doing?
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A. That's correct.
Q. Can you tell me what You mean by exactly?
A, In discussions over time with the aldermen,

it has become fairly clear to me that some

- significant number of them were under the impression

that somehow some way all annuitant health care was
covered within the pension funds and that somehow
the pension contribution, which was appropriated for
back in each of the separate pension funds, was also
covering the health care for annuitants, There are
were any number of them that believed that. There
weré any number of them that believed that in
addition to that the state of Illinois and not the
City of Chicago was paying both health care and
Pension benefitsg.

It’s hard to say exactly how or why this
notion had currency among then. Nonetheless, it
did.

0. Can you tell me now who you had
conversations with, when those conversations took
pPlace, and what the positions were of those
particular aldermen?

A. I certainly can't give dates and times and

the individual aldermen. It has largely come out as
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a result of either their statements in various

. hearings or just casual conversations with them,

Q. When did you have these casual conversation
it's with -- what was the first casual conversation
that you had with an alderman?

A, I certainly don't remember the time and
date, counsel,

Q. Well, approximate the time?

A, Certainly we have been discussing this
issue among the various aldermen in various hearings
for two or three or even four months now. From time
to time you hear these beliefs.

Q. 50 these conversations you had with
aldermen were conversations which took place during
the last two or three or four months, Is that what
Yyou're testifying to?

A, I can't remember discussions with them
around this issue in years prior. This was not a
particular issue that was discussed among thenm.

Q. But you learned in early 1987 that there
was an illegal appropriation, did you not?

A, I became aware of it then. Yes.

Q. Well, did all of these discussions follow

the decision by the administration to remove from
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the appropriations for Line Item 042 for the vear

1988, the expected cost of retiree health care?

A. That is correct.

to the aldermen's attention.

Q. Okay.

That is what brought it

Now, how long have those aldermen

been in office?

A, There are those that are probably now in

their fourth term,

perhaps even f£ifth term.

Q. Can you tel] me these aldermen you've

talked with that were in office at the time of the

1985 appropriation?

A. I can’'t tell you that with specificity,

Every alderman who is there now except those elacted

in 'B7 or in the special elections of late 'B6 was

in office in 19865.

Q. I don’'t know which ones you've talked with,

Miss Gilljiam.

I'm trying to find out from you who

you talked with and who was under the impression

that the pension funds were paying for it,

A, And I've testified that I cannot respond to

that with specificity.

Q. Now,

you've testified about a change made

in the plan for City employees with some degree of

Bpecificity.

When did the firefighter's,

active
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firefighter's, come -- excuse me.
When did they become covered by the new

plan?

A. The firefighter's went to arbitration. And

they could not be covered by the new plan because
their contract includes within it the health care

plans,

I don't remember when their arbitration was

finished, but it went on for something like 15 or 18

months. S50 they lagged way behind the rest of the
work force in coming into the new plan. Thie would
have been the plan that was executed in 1984,

Q. in order‘to help pinpoint the time, Miss
Gist Gilliam, I thought in the agreement --

Well, here, There was a date of
ratification,

Well, is it your recollection that the
firefighter's stayed in the old plan, the pre-1985
Plan, until sometime in 19867

A. It was whenever the arbitration was
complefed and we had a decision on that. Because
they were out there --

Q. If it took 15 or 18 months it would have

gone through '85 into 19867
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A, It was a very long tinme.

Q. Now, if all the other active employees were
in the 1985 plan, the firefighter-s'wgre under the
former plan, is that correct?

A, The other active employees were in the '84.
We made the changés in '84, the '84 plan, The
firefighter's lagged behind until their arbitration
was completed.

Q. So from the time in 1984 when the other
active employees went into the present City of
Chicago Medical Benefits Plan, you had a group of
firefighter's and you had a group of retired
employees, both firefighter retirees and other
retirees who were still under the old plan?

Af They were lagging behind. That's correct.

Q. Now, are you familiar with the termination
clause of the booklets that were distributed to
participants in the 1980s describing their benefits
under that old plan?

A. No. I'm not.

Q. Well, you testified with regards to the
termination clause of the medical benefits, the
annuitanté medical benefits plan. Do you know where

that language came from?

ROP 291
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A. No. I do not.

0. Do you know the purpose of that language,
I mean has anybody ever told you why that language
was placed in there?

a. No one ever told me. It was, to nme,
obvious on its face. To let people know exactly
under what conditions they might not be covered any
longer by this plan.

Q. Are you aware of whether there was a
termination clause of the prior plan?

A. I believe I said before that I was not
aware. I had not seen the prior plan.

Q. Are you aware of whether retired employees
were given booklets describing their benefits under
the prior plan?

A, No. I am not.

Q. Is it your testimony that the City of
Chicago intended to change the termination
provisions when in 1985 the reti:ed employees
re-enrclled in the newrplan?

A. I can't know whether or not there was an
intention to change if I don't know what was in the
previous plan document,

Q. I disagree -~

ROP 292



()

64

10

11

12

13

14

15

le

17

18

19

20

21

22

23

24

..064

MR. BURNS: I ask you, Judge, if she could
answer the question.

THE COURT: Are you objecting and saying it's
not responsive,

MR BURNGS: Yes,

THE COURT: It will be stricken.

It's not responsive,
BY MR. BURNS:

Q. Was it your intention when you became aware
of the 1985 annuitants benefit plan to change the
termination provisions?

A. I did not know what was in the previous
one, I did not write the plan document.

Q. Who prepared the booklet that is the
annuitants medical care plan?

A, The plan document was written by the
Benefits Management Office, probably with the
assistance of consultants in health care.

Q. Who was in charge of the Medical Benefits
Office at the time the booklet was Drepared?

A, In 1984 Benefits Management reported to the
comptroller -- wait a minute,

The office moved around. In '84 I think

they reported to the comptroller and in 'B5 the
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- budget director or the reverse of that.

Q. Who ig the individual?

A. The individual is Walter Knorr (phonetic),
who is the former comptroller.

Q. I'm asking the benefits manager, the person
who was responsible for the benefits booklet?

A, Early on it was Barbara Malloy, who is no
longer with the City.

Q. Waeg it completed before Miss Malloy left
the Cify's employment?

a. I don't know when she left.

Q. Let me ask it that way: Did Miss Malloy
ever prepare a memo describing the changes that's
were to occur in the annuitants' benefit plan?

A, She might have. I don't necessarily recall
it.

Q. How did you become familiar with the

changes that exist in that Plan as against the prior

plan?
a. How I would personally become --
Q. Yes. When did you become familiar with it?
a, This is not something that I would have

personally have reviewed line by line for changes,

Q. When did you become familiar with the fact

ROP 294



9

66

10

11

12

13

14

15

16

17

l8

19

20

21

22

23

24

|

r

I
I

vi066

that the second surgical opinion, no weekend
admisgion, the in-hospitalization review, et cetera,
that they were in the annuitant's medical benefit
plan?

A, I was aware of that because we discussed
throughout '84 the changes that we would make for
the entire City of Chicago plan that we would
institute it first for the actives and then for the
retirees. And those were a series of cost
containment measures that were to have been
included.

Q. Are you familiar with the termination
language of the booklet that covers the City of
Chicago active employees?

A, No. I'm not immediately familiar with it.

0. Is it your understanding that an emnployee
who leaves the City of Chicago's active employment
other than retirement is without health care

coverage upon cessation of employment?

A. That ig not my understanding at all.
Q.. What is your understanding?
A. My understanding that a person who has

severed his employment relationship with the City of

Chicago who is not covered by another employer has
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rights under COBRA, the federal brogram, to convert

his health care to remain in our group, in effect,

| and pay through us for that health care until such

time under that federal law that individual either
gains health care in some other setting or something
else transpires.

And as employees leave the City of Chicago,
they are made aware of that federal law under which
they're covered.

0. And that event is the expiration of time or
the non-payment of the required premium? Do you
know?

A. I'm not aware. I'm just aware that every
employee must be offered and told by the personnel
office that this is available and that they should
contact the Benefits Management Office to keep their

health care intact should they choose to do so.

Q. Do you know what they are charged?
A, No. I don't know what the charge is.
Q. Do you know what the rights of an active

City employee would be if the City of Chigcago
terminated the plan that covers active employeas
other than your unionized employees?

A, Other than our unionized employees, no.
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The unionized employees, depending on the contracts,
have some rights within those contracts,

Q. Which contracts, labor agreements, mention
the health care benefits?

A, The one that I'm absolutely certain ‘
mentions it is the firefighter's agreement.

Q. Do you know of any other agreement that
mentions health care coverage?

A, Nct by name. I am aware that some of the
others may very well mention that there will be
benefits not unlike the benefits that they enjoyed
in.whatever the last contract was,

Q. 'Well, what ies your -~ well, do you have an
opinion as to how the City would treat a nonunion

employee upon termination of health care plan? !

| Would you treat that person or persons at least

consistent with the treatment that they're entitled
to under COBRA?

A, I think I need a -- you're saying of
someone who is still in our employ.

Q. Yes.

A, Would we terminate a plan and leave the
employee to go bare? Is that the gist of your

guestion.
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Q. Yes.

A. I would not expect that under normal
circumstances that would occur.

0. Well, under normal circumstances does the
City terminate the coverage of retired employees?

A, Obviously they do not, or we would not be
here,

Q. S0 let's assume for the purpose of
discussion, what would happen in your opinion if the
City of Chicago terminated the active employees
plan?

A, I expect that our non-covered employees
would either leave us or sue usg -~

Q. I'm not asking what they would do. I'm
asking what the City would do towards them -- let me
ask it this way: Do you feel that you have an
obligation towards active City employees to continue
their coverage?

A, Fersonally I do not think so.

Q. And if your personal opinion were put into
effect, what would you do for those employees whose
health care was terminated?

A. We're way into a kind of wild supposition

here. But ~-
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MR BURNS: I'll withdraw the guestion.

THE COURT: The question will be withdrawn.

. BY MR. BURNS:

Q. Miss Gist Gilliam, you testified with
respect to the firefighter's negotiation, with which
you have some familiarity, I believe.

Is it not true that the City takes the

position in negotiationg that it does not negotiate

for retired employees?

A. That is correct. They're not in the
bargaining unit. How can we negotiate for them?
Q. And has that position of the City been

expressed to unions, specifically the Firefighter's
Union, with regard to a proviéion that would take
care 0of post employment after the individual reaches
age 65, if you know?

A, I've not been in any sessione where the
Firefighter's Union sought to bargain on behalf of
pPersons who were not in their bargaining unit. And
their bargaining unit consists of active
firefighter's.

Q. Have you been present at any meeting at
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ffwhich the matter was discussed, even if the union

. did not request bargaining?

A. With Local 2 or with the pension group.

Q. With Local 22

A, I have not been. No.

Q. Migsa Gist Gilliam, are you familiar with
the City of Chicago salaried personnel -- excusge
me., Let me get the exact title if I can.

MR BURNS: I can't find it. I'll move on to i
something else.
BY MR. BURNS:

Q. Do you know of anything done by any
representative of the City of Chicago in 1985 prior
to the institution of the annuitants medical benefit i
plan that would have cautioned individuals that the |
ingtitution of that plan could jeopardize their
coverage in the future?

A, No.

MR BURNES: I have nothing further, Judge.

THE COURT: Municipal Labor, any gquestionsg? E

Intervener, any cross? f

MR, KRISLOV: Yes, your Honor,

!
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CROSS EXAMINATION

! BY MR. KRISLOV:

Q. Do I call you Migs ==

A, Gillianm.

Q. Thank you. Sorry for changing your name
before,

Can you tell me what your title is? Your
co-title is what?
A, Chief administrative officer probably.
c. I mean I believe it is chief -- that's what
you testified to ~-
A, Chief administrative officer,
0. And you said you're the chief operating
officer?
A. Chief operating officer.
Q. Co-title is chief administrative officer?
A, That's what's carried in the City Code.
Yes.
Q. What doez that mean?
A. It depends on the administration.
In this case it means that I am the person
through whom all of the executive department report
with thé exception of law, budget, controller,

intergovernmental, and press, to the mayor.
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0. As distinct from chief operating officer

- can you explain the distinction between the two?

A, There is no distinction. It’'s just a more

au courant title. i

Q. I take it the Code bestows chief

administrative officer?

A, That'es correct. And it's existed since
forever.

0. Who bestows chief operating officer?

A. In the Mayor's office titles change from
time to time. The last title for this office was

chief of staff.

Q. Where does it say chief operating officer?
A, In the budget.

Q. 5o in effect you run the City?

A, I try to sometimes,

R. And I take it that what you've said here,

what the City intends to do as far as its plan to
cut the subsidy or eliminate what you called the

subsidy I think?

A, That's correct.

Q. That 's what the City intends to do?

A, That's correct.

Q. That's not what the aldermen intend to do.
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. That's what the City intends to do?

MR. HERBERT: Objection.

That question c¢alls for a legal conclusion.

THE COURT: I don't know what's legal about it.

But I'm going to sustain your objection on

i other grounds. It's a very, very difficult gquestion

the way you posed it.

Now,

rephrase it,

MR. KRISLOV: I'll rephrase it, your Honor.

BY MR. KRISLOV;:

Q. You

s8aid that the City's intention was to

cut the subsidy, that the City does not negotiate

for retired employees. That's not the Mayor and 26

of the aldermen. That's this administration?

MR. HERBERT: Your Honor, I'll object on the

grounds that

THE COQURT: Counsgel, you're posing a guestion

and you're also testifying within the question and

You're characterizing something.

MR. KRISLOV: On cross, your Honor, I believe I

can make in it a leading fashion.

THE COURT: I'm aware of what you want to do on

CToss, But there's going to be a certain

limitation.

You know how to pose the guestion. I'm
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aware there's a lot of latitude,
BY MR. KRISLOV:
Q. Miss Gilliam, when you say the City intends

to cut the subsidy, when you say the City does not
negotiate, when you say that what You mean is the
administration, don't you?

A. That's correct.

Q. Within the administration the yerson who
makes those decisions is you, right?

A. | Certainly.

Q. And when you say that this is the
administration’'s intention, this is what the City
intends to do, that is something that can be relied
on, isn't it?

A. Yes. It is. :

Q. Now, let's go back.

We're near the end of '86, at the end of

'86, early '87. The City faces a deficit, right?

A. A shortfall. Not a deficit.

Q. A shortfall. Meaning that either there
ien't enough money -- that the revenues aren't
coming in or the expenditures are going out faster?

A, That's correct.

Q. Two years ago or a year ago you tried to
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i cut the costs, you tried to cut the expenditures by

raising the premiums, by cutting the amount of money
that the City is going to have to pay for health
care?

A, It would have been '85, So three years

i ago., It's '88 now.

Q. We're at the end of '86 or early '87. So a
year or 80 ago?

A, That's correct.

Q. We now know that the City is going to --
You are aware of the Ryan case at that point?

A, That's correct.

Q. You are aware that there's going to have to
be a payout of another 20 million out of the City's
money to go to the pension funds, right?

A. I've testified that I'm not sure that Ryan
had been settled. It may have been. But whether or
not I knew it in October of '87 for 88 is another
issue,.

Q. Let me refresh your recollection.

If I suggested to you that the Ryan
decision had become final by the end of '86 and at
the end of 1987 all that was being done is computing

the exact amount of money that had to be paid
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over -—=-

MS. BECKETT: Objection, your Honor.

For the record Counsel, is not only
teatifying but he's testifying inaccurately as to
the resolution of the Ryan case. If he wants to
refresh the witness' recollection, he can show her
records from the ~--

THE COURT: I'll sustain your objection.
(Short pause,)
MR. KRISLOV: If I said that -~ assuming the

record shows -~ your Honor, I have onhe copy sitting

t loose of the Ryan decision, that shows as a public

record it was decided, rehearing denied on November

12, 198e6. I would be glad to supplement the record

with an official copy rather than a copy I happen to

be carrying a2around with notes. But it is a public
document, And I would just suggest that at this
point at least may I show the witness the decision
so that perhaps we can refresh her memory as of the
status of the case as of November 12, 1987 anyway.

Would that satisfy this record?

MS. BECKETT: No. First of all, the witness has

testified she doesn't recollect the case. All she

knows is she was out there.
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Secondly that opinion was not dispositive

of the case. There was still a mandate that had to
come down from the Supreme Court. And the witness
has not testified as to that. i

THE COURT: Objection sustained.

MR. KRISLOV: Let me rephrase it, thgn.
BY MR. KRISLOV:

Q. By early '87 you were aware that the City
would have to pay some gignificant amount of money
ag a result of the Ryan case?

A. I was aware that the Ryan case was out
thére, that at some point zome amount of MOney would
have to be paid,.

o. And that it would have to be paid to the
penzgion funds?

A, I probably knew at least that.

Q. And at that time You were made aware of the
fact that you were paying for annuitant health care
benefite, and you decided to cut that cut to offset

whatever money you were going to have to pay

underwritten. Ien't that correct?
a, That is8 not correct. That is not correct,.
Q. Let's change gears a second,

You said that the City had effectively
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 terminated the health care plan, I believe on direct

- testimony, didn't you?

A, In '84 when we changed the plan.

Q. Yes.

A, We terminated the old plan and immediately
instituted a new plan. That's correct.

Q. If you terminated the plan -- but the fact

of the matter is you never told any of the
annuitants that the plan had been terminated, did
you?

A, I don't know if we used the word with the

annuitants "terminated."” We used the word "plan

‘changed.* But in effect it was a termination of one

Plan and the institution of a second plan,

Q. What's the difference between a termination
and a change?

A. It may be terms of art.

To me a change would be minor differences
within the plan without making ma jor overhauls, It
would also mean that our relationship with our
adminisetrative office services only providers was
the same.

When we made the termination of the old

pPlan, institution of a new plan in 'B4 into which we
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' brought the annuitants in "85, we changed that part

which was vigible to the employees, But we also

:made @ major change on the business side to that

part which was largely invisible to the employees, i

Q. Let me try and get this so I understand
it.

When you notified the employees -- well, in
the plan book there are specific termination
provisions, This was not a termination for purposes
of the plan?

a. What was not.

Q. What was done in '84, '85 was not a
termination under the language of the plan?

A, We terminated one plan, we instituted
another plan. It was totally -- to the enployee or
to the annuitant it was of no inconvenience, because
benefits went on, albeit the way they got reimbursed

might have been changed or even the pPpeople to whon

they sent their paperwork might have been changed.
Q. But it wasn't a termination for pPurposes --
it wasn’'t a termination for purposes of the plan,
was it? It was a change?
A, No. We terminated in '84 the plans we had

in effect and we put in a new plan. We went from i
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the old "I'm in Bankers," "I'm in Blue Cross" to a
new, "You are either in the City Health Plan or you
are in an HMO." You will call the Benefits
Management Office. You will do this whole series of
things. J
There were totally new behaviors for our
employees. That is the termination of an old plan,
institution of a new plan.

Q. Internally you decided that was a
termination. But you never told anybody outside
that was a termination?

A, I don't know whether we did or not.

Q. When it was communicated to the annuitants,
if I can show you Defendant's Exhibit 35, which has
already been admitted into evidence, I believe the f
language is "we're changing the plan." .

A. "Is changing."

Q. And I suggested that with any communication
with the outside world there was never a statement
that the plan was being terminated, only that it was !
being changed?

A, That may have been true in our
communications.

MR. KRISLOV: No more guestions for Miss
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THE COURT:

Any redirect,

Ms,

MS. BECKETT: No, your Honor,

THE COURT:

Thank

MR. HERBERT:

recess.

THE COURT:

You may step down,

vwo082

Beckett.

Miss Gilliam.

you very, very much,

Your Honor, could we have a brief

We will in a moment. I just want to

get some idea of our logistics here.,

MR. FORDE:

I have a five-minute witness here

who I would like to get on becausge he's a lawyer

with another appointment.

witnegses,
THE COURT:
MR. FORDE:
could get this

THE COURT:

Then we have three city

Can we take a little break.

We could take a break before, or I

man on and off,

Why don't we take a break for ten

minutes. And then we'll take the witnesszes and keep

on until we finish.

THE COURT:

MR. FORDE:

THE COURT;

(Recess)

Call your next witness, Mr. Forde.

Mr. Kubasiak,.

(Witness is sworn.)

Have a seat,

8ir.

ROP 311
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Please state your name and spell your 1last

Name,

THE WITNESS: Daniel K. Kubasiak,
K-u-b-a-s-i-a-k,.

THE COURT: Your witness, Mr. Forde.

DANIEL K. KUBASIAK,
called as a witness herein, having been first duly
BWOrn, wag examined and testified as follows:
DIRECT EXAMINATION
BEY MR. FORDE:

Q. Mr. Kobasiak, would you state for the court
yoﬁr employment history and professional experience,
particularly with city government?

a. I worked for the City of Chicago from 1974
through January of 1981, Il was in various
capacities with the City's budget office. My last
position with the City's budget office was the first
asgistant budget director. I then served as the
first deputy comptroller for a short period of tinme,
left the City employment, went into the private
practice of law, returned to the City of Chicago in
June of 1983 and served as chief administrative
officer for the Committee on Finance until

approximately December of 1986.
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Q. And specifically in the period 1984, 1985,
and 1986, what role did you have in the preparation
of budjets and appropriation ordinances for the City
of Chicago?

A. The appropriation ordinance is considered
by the or at that time was considered by the
Committee on Finance. The Mayor submitted a budget
recommendation to the City Council who referred it
to the Committee on Finance.

I served as the chief officer for the
Committee at that time, and in such capacity worked
as a staff person for the members of the Committee,
specifically for the chairman of the Committee on
Finance, prepared budget estimates and alternatives,
and made budget suggestions in consideration of the
annual appropriation ordinance.

Q. And in those roles that you've described,
were you familiar with the City's coverage of health

care benefits for retired employees?

A. Yes.
Q. Now, I'm going to show you a few exhibits
that are in evidence. The first is exhibit number

36, which is in evidence and is a page from the 1984

budgét. And I direct your attention to Line Item

ROP 313
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:042. And the description her in for health care
benefits.

I would ask you to look at that description

please,
a. Yeg, gir,
Q. Were you familiar with that description at

that time?

A, Yes, Bir,

Q. . bid that cover retired City employees?

a, It was my understanding that it did. Yes.
Q. Now, perhaps -~- your Honor, do you happen

i to have your copy?

THE COURT: The one with the asterisks.

MR. FORDE: Yes.

Let me show you the court's copy. Because
your copy was cut off at the margin.
BY MR. FORDE:

Q. Would you explain the use of these
degcriptions in those line items and how they relate
to the starred or asterisked items that followed
them, in this case personnel services?

A, The state statutesg set forth certain
parameters that municipalities. Specifically the

City of Chicage, in this instance, must follow in an

ROP 314 -
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' annual appropriation ordinance. And it requires

that there are appropriations as far as objects and

‘' purposges. The City's own budget on a previous page

identifies that the objects of appropriation are
those which bear an asterick before their number.

And it has always been the practice of the

| City and the intent that the specifically budgeted

ltems were those that had the asterisk in front of
them.

So in this instance Line Item 9112.000,
which reads for personal services bears the asterisk
in front of it. And that is the object of
appropriation in this instance. The other line
items above there; .020 through .057, are put in
there for a purposge of internal control and
description as to the manner in which the
appropriated item is going to be used.

Q. I will show you -- first of all, so for
that reason you can exchange and transfer funds
within that account, because the appropriation, the
actual appropriation that is designed to comply with
law is only the asterisk item?

A, Yes, That's true. But I would also

mention that there are, again, certain
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, administrative controls that control the

expenditures of these funds. And you can transfer
money within those accounts administratively,

Q. Now, I'm going to show you a copy of the
full 1985 Annual Appropriation Ordinance,

At Page 18 of that ordinance, which is the
first page, starting with Account 100 or the
corporate fund,

And you will note at the top in bold face ;
it states "Note: The objects and purposes for which
appropriations have been made are designated in the
ordinance by asterisk.,"

Is that the reference Yyou referred to a
moment ago?

A. Yes, It is.

Q. Now, if you'd look at Exhibit 37, which is
a page which 1s in evidence and is a page from the
appropriation -- is a page from the proposed budget 5
prepared by the administration, at Account 042. And |
after you've had a chance to look at that, I'd ask
you then to look at Exhibit 38, This is 'B4. This
is '85. 37 is 'B5 as proposed by the
administration. 38 is the ordinance as adopted.

And you can, comparing those you can see

ROP 316
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~that there is some additional language in Exhibit

'38, specifically the words are added "... and for

partial payment of the costg of claims and
administration, for hospital and medical care
Provided to certain participants in the Policeman's
Annuity and Benefit Fund, Piremen's Annuity and
Benefit Fund, Laborers and Retirement Board
Employees Annuity and Benefit Fund and Municipal
Employees Annuity and Benefit Fund."

Are you familiar with that language?

A. Yesg, I am,

Q. Who added thoge words? Who composed those
words in 19857

A, I, with members of our staff in the Finance
Committee, drafted that language.

g. And did you and members of the Finance
Committee staff intend to change anything from the
1984 appropriation when you added those words?

a. The intent was more for clarity than
c¢hange. It was our understanding, and I believe it
wasg, in fact, the case, that these particular
individuals were covered under the 1984
appropriation ordinance,

There had been some gsuggestions being made
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during the negotiations of the 1985 budget that the
annuitants might not be covered in the future, And
this language was drafted to clearly set forth the
intent.

Q. So you intended no change from 'B4, is that
correct?

A. That's correct.

Q. But you wanted to clarify it because of a
controversy going on at that time?

. During the discussions and negotiations
that might be for the preparation of the budget
between the executive and legislative branch there
were some suggestions by the representatives of the
exXecutive branch that the annuitants might not, in
fact, be covered in the future. And this language !
was drafted as a result of that.

Q. Are you familiar with what happened in that
line item description in 198679

a. I believe I anm.

Q. And I'm going to show you a document that
has been marked Defendant's Exhibit 39. F

And you will see the description there,

which I will represent to you goes back to the ¢ld

lor 1984 description.
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()

W,

90

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

,___‘\

v - 090

Are you familiar with those events?

A. Yes, I am,

Q. Is there any reason why you didn't again
add the language or found it unnecessary to add the
language in the 1986 budget that you had added in
the 1985 budget?

A. It was my understanding from what took
place at that time that the controversy surrounding
the covering of the retired City employees was no
longer in question.

Q. o was it necessary to include the

language?

A, It wasn’t thought to be necessgary. That'e
correct,
Q. Were members of the Finance Committee and

other members of the Council as far as ¥You knew
aware that the 1986 was intended to cover
annuitants' health benefits?

A, I believe 80,

MR. FORDE: I have no further qguestions, your
Honor.

I move the admission of 39.
THE COURT:V Any objection to 39, Ms. Beckett?

MS., BECKETT: No objection,

ROP 319
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It will be received.

co091

(Whereupon, Defendant's Exhibit

No. 39 was received

in evidence.)
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THE COURT: Fire, any questions?
MR BURNS: I have just one or two, I think.
EXAMINATION
BY MR. BURNS:

Q. Mr. Kobasiak, you've answered questions
regarding the transfer of money within the starred
or asterisked account.

Now, what if there's an overrun or a
shortfall, to use Misgss Gist Gilliam's term, with
respect to an account like 042 and that shortfall
exceeds any money that would be in the other
accountes that comprise that 9112.0 account? 1In
other words, what if there's a shortfall that can't E

I
be taken care of by transferring funds within that
one account?

A, Well, I think there are two responses or
maybe one response but two answers I'd have to give
in a sense. That it depends when they discover that
there's not enough money, or it depends on when they

would discover that they have obligations that

exceed the appropriation.

If during a budget year it's determined
that there's insufficient appropriation within a

particular budgeted account, then the executive
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" branch or the administration of the City would have

a4 responsibility to present a transfer of funds, to

. transfer money into that account, or in certain

instances, depending on the extent of the shortfall,
would call for a supplemental appropriation,

Q. What would make the difference between a
supplemental appropriation and no appropriation?
What would cause one to be done than the other?

aA. It's a guestion of the means of the City.
If the City has moneys elsewhere in other
appropriated accounts that they can transfer without
cahsing shortfalls in other particular areas, then
they would properly transfer that money to cover a
shortfall within a budgeted item.

Q. Well, if I understand you, thenm -- and
maybe I misunderstood Miss Gist Gilliam's
testimony. If I understand your testimony now that
the administration is not limited to the items that
comprise a particular starred item as far as
intra~account transfefs, but that they could
actually take money out of some other account for
the Department of Finance generally and use it to
pay health care coste?

A, I didn't hear her testimony. But what I'm
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trying to say is if the administration discovers

. that there's a shortfall within one particular

appropriated line item, it may prepare and submit to

the City Council a transfer of funds from one

rappropriated item to another. And that transfer of

funds is then considered by the city Couneil and
then either approved or rejected.

If it's approved, the money is transferred
and you have additional appropriation authority
within your line item account.

Q. So transfers within the starred account
could be without any submission back to the City
Council. But if it's going to be from another
account, then they would have this transfer of

funds?

A, The practice has always been that within an

appropriated item you can transfer with
administrative signoffs or under administrative
controls. If it's going from one appropriated item

to another, then it requires Council approval,

Q. Do you know what the practice has been with

respect to any shortfalls with regard to Line Item
0427

A, No.
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Q. Do you know whether what You have described
ag8 the practice that is followed, if the excess
amount is not determined until after the end of the
budget year?

A, Well, in that instance, and that was the
first example that I was given, in that instance if
it's after the budgeted year and your budget cycle
is closed, you might in the subsequent budget
appropriate a sum of money which is gufficient to
pay your shortfall from the prior year.

Q. What if you had a surplus in some other
account in that prior year?

A, There are instances where the City has
taken into account shortfalls in other appropriated
items and balanced off the shortfalls with the i
overruns, |

Q. Would that be with City Council approval,
or would they do that administratively?

A. I don't recall,.

'Q. Okay. One other gquestion.

You mentioned that some of these items are
used within that starred item that I believe you |
said for internal control. By intermnal control did

you mean the administration and the -- well, I guess
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. period. The administration.

A, Yes. The administration of the budget is
in the hands of the executive once it'sg been passed
by the legislative branch.

And yes, when I'm talking of administrative
contreols, I'm referring to those that are in place
in the executive branch.

MR BURNS: Thank you, sir.

I have no further guestions.

THE COURT: Labor or Municipal, any questions?

MR. FORDE: Nothing,.

MR. HEISS: Nothing.

THE COURT: Intervener, any questions.

MR. KRISLOV: Not at this time, your Honor.

THE COURT: Cross examination, Ms, Beckett,

MS. BECKETT: One moment for a conference, your
Honor.

THE CQURT: Certainly.

(Short pause.)

M5. BECKETT: Thank you, your Honor.

I am ready to proceed now.

THE COURT: VYou may proceed.

BY M5. BECKETT:

Q. Mr. Kubasiak, I don't recall you testifying
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what jobs you've held since December of 1986, Could

- You elaborate on those for a moment?

A, I've been of counsel with the law firm of
Joyce and Kubasiak since then. ;

Q. Could you tell me who the attorneys in that
law firm are, please?

MR BURNS: Objection. I don't see relevance or
materiality.

THE COURT: I think it it's preliminary. I
don't know,

I'm going to overrule your objection at

! this time.

MS. BECKETT: It's appropriate to show bias.

THE COURT) Proceed.

THE WITNESS: Edward Joyce, Gerald Kubasiak,
Richard Cremieux, Steve Rotunno, Vytas Ambutas, John
Doyle, Diane McArthur, Art Aufmann, Arlyn Afremow,
Al Costiglioni (phonetic), Colleen Tyree, Mark
Resnik. Myself, of counsel, and Peter Carey, of
counsel,

Q. Thank you.

I would like to draw your attention back to
Defendant's Exhibit 39, which I believe was a page

from the final budget passed for the year 1986,
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. You’'ve already testified as to the purpose of the

starred item basis of appropriating.
Could you elaborate a little bit more about
the purpose of the particular descriptions found

between the starred items, with particular attention

to .020 through .060, which You've already discussed

earlier?

A. I will try to. I'm not sure I understand.
.020 says "overtime."

Q. Well, let me rephrase that, then.

You've testified that in your opinion the
budget authority is for the starred items?

A, That's correct.

Q. Then what is the purpose for the additional
language here elaborated just above this starred
item in some six, seven, eight, or nine different
line items? What's the purpose of having these
gpecific line items?

A. Generally for a brief description as to the
nature of the expenditﬁres within the appropriated
item.

Q. Would it be fair to say that these
descriptions are for the benefit of the taxpayers as

well as for the City Councilmen who vote on them?
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A, It's for everyone.

Q. It's for everyone, that is for the citizens

of the City of Chicago?

A, For everyone.

Q. For everyone so that they can understand

more clearly what the money is going to be gpent on?

k. That's true,

Q. Is there any other purpose for having more

Bpecific descriptions?

A, Is there a practical purpose or a legal

purpose?
Q. Well, both. Why don't we start with
practical and then why don't you describe the

purpose?

legal

k. Practically it gives the administration

better guidelines within which they can control

expenditures. Legally there's no obligation to have
this.
Q. And what's the basis for your opinion that

there’'s no legal obligation to have specific line

item authority beyond the starred items?

A, Juet my reading of state statutes,

Q. Off the top of your head can you remember

the citation of the particular statute?
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A, No.

Q. And, Mr. Kubasiak, during the budget years
in guestion that you've testifjied to when you were a
member of the staff of the City Council Finance
Committee, the only people who voted on the budget

were the City Councilmen, were they not?

A. Yes.

Q. So staff people had no voting authority,
did they?

A, No. Never have.

Q. The corporate authority for the City of

Chicago is the City Council, correct?

A, The corporate authority is the City Council
and the Mayor acting in unison.

Q. Regarding this 1986 budget, Exhibit 39,
which I've already directed to You once, you said
that for Line Item 042, that there was an
understanding among aldermen that this language
continued to include annuitants even though it dia
not specify annuitants.

Can you please name for me the aldermen who
had this understanding?

A. I don't think I can recite the list of

them, I don't remember all their names.
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Q. Were they the aldermen who were within the
Finance Committee?
A. Yes,. There were members of those --

certainly those aldermen were members of the Finance

! Committee. That's true,.

Q. To the best of your recollection were there

'additional aldermen beyond the the aldermen who

gerved on the Finance Committee that had this
understanding?

A. Yes.

Q. What's your basis for belief that they

shared this understanding?

A, Direct communications with them.

Q. Were these conversationg?

A, Yes,

Q. Were there any memos that passed between

You and these aldermen discusgging your reasons for
etriking the language regarding annuitants?

A, Not as I recall.

Q. Do you remember when these conversations

took piace?

A. During the budget hearings.
Q. And when would those have been?
A. November and December of 1985.
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Q. To your knowledge can you remember how many
';aldermen beyond those on the Finance Committee
Eishared that understanding?

A, A majority.

Q. You do know for a fact that it was a
majority?

A. My recollection is that it was a majority.

Q. And you're saying at least 26 of the

aldermen shared that understanding?

A, That's my opinion, Yes,

Q. But you don't know their names?

A. No.

Q. Do you know if any taxpayvers shared this

understanding that the language in Line Item 042 in
1986 also included annuitants?

MR BURNS: I'm going to object.
i MR. HEISS: iI'm going to object.

THE COURT: I'm going to sustain the objection.

MS. BECKETT: Your Honor, the witness has
testified repeatedly as to the understanding of the
aldermen,

Without being able to identify them, I

don't think it's anymore relevant than him being

able to answer as to taxpayers.
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THE COURT: Do you know of any taxpayer or

. individual that had that understanding.

THE WITNESS: As I sit here, yes. The only ones
I can specifically say were members of the pPension
funds that we spoke to.

BY MS. BECKETT:

Q. Do you recall who they were?

A, No, I don't.

Q. You mentioned that there were sone budget
hearings. Were those public hearings?

A, nhsolutely.

Q. And was this line item the subject of
discussion at these public hearings?

A, I don't recall.

Q. You don't remember if this particular line
item came up as a matter of discussion between the
public and the City Councilmen?

A. No. I don't recall.

MS. BECKETT: I have no more questions.

MR. HERBERT: YourrHonor -

{Short pause.)

THE COURT: Proceed.

BY MS., BECKETT:

Q. You testified earlier that in 1985 there
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was some concern that persons in the administration
had threatened to cancel annuitant health care
toverage, is that correct?

A, I'm not sure if that's Precisely what I
gaid.

In 1984 during the discussions or the
negotiations over the Preparation of the 198% budget
there was some -- the issue was raised that the
annuitants might not, in fact, be covered,

Q. 50 you felt that it was important that
there be specific language reflecting the intention
that Line Item 042 cover annuitants in addition to
active employees, correct?

A. Yes.

Q. So what was the purpose for deleting that
specific language for the following year?

A, As I recall, there was not the same problem
that existed during that discussion, that the
gquestion of the annuitants coverage wasg not an
issue,.

g. Why would you need to delete the language
if the purpose was for additional clarity?

MR. FORDE;: Objection, your Honor.

There's no testimony that they deleted
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THE COURT: Objection sustained.

; BY MS., BECKETT:

Q. What was the purpose of the 1986
language -- what was the purpose of not continuing
the same language that appeared in the 1985 budget?

A, I don't recall,

Q. Wasn't it your testimony that there was no
longer any concern that the annuitants might be cut
off?

A, That's true,

Q. Directing your attention back to Exhibit
39, the wording in Line Item 042.

What in this language informs any reader,
an alderman or a taxpayer or anyone else that this
line item covers retired employees?

MR BURNS: I'm going to object.

MR. HEISS: Objection.

That's not the legal standard.

THE COURT: Objection sustained.

BY MS. BECKETT:

Q. Mr. Kubasiak, you've testified that this

detailed language served two purposes, a practical

purpose and a legal purpose, correct?

ROP 334




(.

,

loe

10

11

12

13

14

15

le

17

18

19

20

21

22

23

214

i
|
|

w2106

A, No. I don’t believe I said it has a legal
purpose.
Q. Did you not testify that the purpose of

having specific line items in addition to the
starred items was to satisfy the practical need to
have detail and that, secondly, it responded to a
legal need?

A, No. I thought when you asked me the
gquestion I asked you to clarify it., And I asked if
it was practical or legal,

Q. I stand corrected.

At any rate, how besides what appears in
this language is a taxpayer or an a citizen or a
student or an alderman or any person to understand
what i2 contained in this line item besides looking
at the language.

MR BURNS: Objection,

THE COURT: Sustained.

MS5. BECKETT: Your Honor, this witness has
testified to the understanding of aldermen as to
what's in here, He's also testified that this
language informs the public as to how the City's

money is being spent. I want to know how besides

what -- he's also testified that there was no longer
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| any need in 1986 to have specific language. I want

to know how else people could know how the City's

'jmoney was being spent if it's not contained in this

language.

THE COURT: Objection sustained,

MS. BECKETT: No more guestions.

THE COURT: Are you through, Miss Beckett.,

MS., BECKETT: Yes,

I said I have no more guestions.

THE COURT: Any redirect,

MR. FORDE: Your Honor, only this.

RE-DIRECT EXAMINATION
BY MR. FORDE:

Q. As I understand your testimony after Miss
Beckett's inquiry, you did not add the language in
1986 because you felt at that time it was
unnecessary because there was no longer a threat
that it would be interpreted any other way but that
it covered annuitants?

a. That's my understanding. Yes.

Q. And with respect to the appropriations, the
starred items in the budget, the starfed items are
the appropriations, and not the descriptions or the

account descriptions?
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1 A, That's correct.

25; Q. And the appropriation for health care on
Séfthat account is contained in Item 912.000 for
4%iperaonnel Services?

55: A, That's correct.

6 ! MR. FORDE: That's all the guestions, your |

7 Honor,

8 | THE COURT: Anything further?

9 Ma. Beckett any recross. ;
10 MS., BECKETT: No. |
11 THE COURT: You may step down, sir.

12 ' (Short pause.) |
13 MR. FORDE: Your Honor, we still have a few

14 [ witnesgses. We thought we would be finished by

15 || today. It's obvious that we're not going to finish

16 || this afternoon, There are City witnesses here, We

17 | are prepared to, especially if it conveniences them,

18 | we are prepared to continue exanination for awhile,

19 | I mean as long as your Honor can -- é

20 THE COURT: I was expecting to work you until
21 )/ 5:30. Do you think you can finish another witness?
22 MR. FORDE: Oh, for sure. Yes,

23 THE COURT: I have to give you tomorrow, too,
24 MR. FORDE: I would call Mr., Williams.
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MS. BECKETT: May we excuse those additional

witnesses that are not going to be --

THE COURT: I want to change your schedule for

tomorrow,
I have you starting at 11:30, but

called by my chief to a meeting at 12:00,
going to start you at 1:45 tomorrow. 1:45
of 11:390.

MR. FORDE: That's fine,

MR, HEISS: If we said it wasn't okay,
have a choice?

THE COURT: No.

Let the record reflect, no.

I've been

S50 I'm

instead

would we

MR. FORDE: I wasn't intending to approve the

change, but to say that I think that we will gtill

finish by 5:00.

THE COURT: Do you mean your case.

MR. PFORDE: I think all the testimony will be

conc¢luded tomorrow.

MS. BECKETT: Can I confer with counsel about

the order of witnegses.

THE COURT: Do you want to take a little recess

and confer about your logistics.

MR. FORDE: We'll excuse everybody except
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THE COURT:

w2110

(Whereupon, a discussion was

had off the record.)

(Short pause.)

We'll recesa the trial and start you

off at 1:145 tomorrow. And we'll finish up on

Thursday.

Because I have a doctor’'s appointment at

4:30 on Thursday, in the City of Chicago. Wae'll

recegs until 1:45 tomorrow.

MRI

FORDE :

Thank you, your Honor.
(Whereupon, the proceedings

in the above-entitled causge

were continued until Wednesday,

June 22, 1988 at 1:45

o'clock p.m.)
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| STATE OF ILLINOIS )
|

3 S5

COUNTY OF C 0 0 K )

JOHNETTA STAFFORD, being first duly sworn,
on ocath says that she is a court reporter doing
business in the City of Chicago; and that she
reported in shorthand the proceedings of said
hearing, and that the foregoing is a true and
correct transcript of her shorthand notes so taken
as aforesaid, and contains all the proceedings given
at said hearing.

—Aedsra bl Tl luk

Certified Shorthand Reporter

SUBSCRIBED AND SWORN T0

before me this_gl{i2~ day

of (2u4w/’ 1988,
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STATE OF LLINOIS )

L ]
o

) 5831
COUNTY OF C O O K )
IN THE CIRCUIT COURT OF COOR COUNTY, ILLINOIS

COUNTY DEPARTMENT -~ CHANCERY DIVISION

THE CITY OF CHICAGO, )
Plaintiff, )

Vs, ) No. 387 CH 10134
MARSHALL KORSHAEK, et. al., )
Defendant. )

Before the Honorable
Albert Green

Judge of said Court

June 22, 1988

1:45 o'clock p.m.

APPEARANCES:

(Same as hereinbefare noted.)
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THE COURT: Good afternoon ladies and gentlemen.
In the case of City vs. Korshak, 87 CH 10134. Let the
record reflect this trial is in progress. The
defendant counter—élaintiffs are pursuing their case.
Mr. Forde, are you ready to call your next
witness, sir?
MR. FORDE: Yes, we are, your Honor, Mr. Ronald
Picur.

THE COURT: Will you call Mr. Picur to the stand.
(Whereupon, the witness was
duly sworn.,)

RONALD D. PICUR,
called as a witness herein, having been first duly
sworn, was examineﬁ and testified as follows:

THE COURT: Have a seat, asir,

For the record, would you please state your
name and spell your last name?

THE WITNESS: Ronald D. Picur, P-i-c-u-r.

THE COURT: Your witness, sir.

DIRECT EXAMINATION
BY MR. BURNS:

Q. Mr. Picur, you hold a position with the City

of Chicago?

A. Yes, sir, City Comptroller.
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Q. And how long have you held that position?

A. Since September 1, 1985.

Q. And prior to that time, d4id you have any other
association with the City of Chicago?

A. In the -- from the time period July 1984
tarough August 31, 1985, I was a Fiscal Consultant with
the Office of Budget and Management and the Mayor's
Office,

Q. 50 you were a consultant until September 1 at
which time you became City Comptroller?

A, Corract,

Q. As City Comptroller, do you hold any poszitions
with the pension fund involved in this litigation?

A. As virtue of the position of City Comptroller
and State Statute, I sit on the Pension Boards of the
Firemen's AMB, Municipal AMB and the Laborer's AMB.

Q. Mr. Picur, were you here yesterday when
Mrs. Gist Gilliam testified with respect to
appropriated amounts and accounts and transferring
funds?

A. I was here for a portion of her testimony, not
the entire amount. I did hear some discussion of it.

Q. Well, in order to reduce the time needad for

your examination, perhaps I could limit my questioning
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to transfers that take place after the fiscal Year has
closed. That is, directing your attention specifically
to Line Item 042 regarding appropriations for Health
Care Costs.

What has been the situation in your @xperience
with respect to whether there be a shortfall or an
overage in the amount appropriated as against the
actual amounts expended for the Health Care Coszt of
active and retired employees?

A, It's my understanding that on occasion there
has been a shortfall in that account. That shortfall
would not have the -~ will not be identified until
typically April, May or even June of the subsequent
Yyear. That's due to the fact that the dollar amount
involved reflects a liability of the City.

As of December 31 that liability must be
constructed by the servicing agent, either Blue
Crogs/Blue Shield or Banker's Life. So the City, which
is itself insured, does not become aware of the final,
total cost for the fiscél year of 1985; for example,
until April and May of 1986,

At that point and time, if there is a
shortfall, as there has been on occasion, then a

tranafer is typically made within the account group

ROP 345



.

2

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

117

within my office, the 9112 Account Group Finance
General, and if you look at the language in the
appropriation ordinance says, "to be expendad at the
direction of the City Comptroller unless otherwise
noted," so that we have historically made transfers if
a shortfall exists within that group of accounts.

Q. And if there were not sufficient funds in
Group Account 9112, what -- well, let me ask it to you
instead of speculating.

Has there been any year with which you're
familiar where there was a shortfall that exceeded any
overage or salvage in another account within that
finance group.

A. Not to the best of my knowledge.

Q. When did you first become knowledgeable of the
fact that the City of Chicago Health Care Cost for
retirees exceeded the amount of money which was paid by
the retirees to the City and the amount paid by the
various pengion funds to the City?

A, It was approximately in the spring of 1987.

Q. And is it fair to say untll that time you were
aware that retirees were covered, but were not aware of
how the financing of that coverage took place?

A. That's corract,
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Q. And how did you come to know that there was a
difference between the cost of providing Retiree Health
Care Benefits and the amounts paid by the retirees and
the various pension funds?

a. In conversation and discussion with
representives of corporation counsel as it related to
various pension matters.

Q. Now, that meeting took place when, sir?

A. Approximately spring of '87.

Q. And did you tell us who was present to the

A. I believe that Matthew Pierce, Deputy
Corporation Counsel waes thera. I pelieve Mr. Monik,
(sic) Corporation Counsel was there. I believe the
Budget Director Mrg. Gilliam was there.

Again, it was a long time ago and there’s
literally been hundreds of meetings subsequent on many
different topies. 1It's hard to pinpoint those -- some
place along the line that conversation was made that
relatad to this matter.

Q. Was this particular meeting called for the
purpose of discussing this issue?

A. We were discussing overall pension issues as

it related to legislation and litigation.
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Q. And would litigation include the Ryan case?

A, Some place in the discussions if not the
initial meeting that it did include that, vyes.

Q. And what position was expressed at that
meeting with respect to the payments of Health Care
Cost of retired employees?

A. The position was that the language in the
appropriation ordinance for that and the previous years
did not specifically include annuitants.

Q. And who expressed that opinion, sir?

A. Either the corporation counsel or it's deputy
or a representative of the corporation counmel. It
came from that office,

Q. Was thereianything in writing that was
distributed and/or reviewed by participants at that
meeting?

A, If there was, it was the appropriation
ordinance language itself that would have been the only
thing that I can remember. There was no memo or
anything of that nature.

Q. Now, when you did you first inform the
trustees of the various funds upon which you sit that
there wag a question aa to the legality of the

expenditures of money for health care coverage of
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retirees?

A. On advice of corporation counsel. Also as I
understand state statute, counsel for the each of the
four pensgion funds that was to be handled by his office
and I did not personally make any such notification,

0. Did you become aware during 1987 that
dubsequent to that meeting that the representives of
the corporation counsel and/or other representives of
the City had approached the pension funds with respect
to increasing payments to the City to cover health care
cost to retirees?

A. At that point and time in 1987 or at an
earlier point and time?

Q. Let me ask anytime?

A. In recent months, I have become aware of
various memos that exist that were discussed yesterday
with Mrs. Gilliam as to 1984's actions that the City
apparently took.

Q. I'm more interested, sir, in anything in which
you personally were involved and have personal
knowledge of while you were a trustee?

A, In 19 ~- in the latter part of 1987 as
discussions went forward internally, the approach was

being structured as to going forward to the pension
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funds and pursuing additional contributions from them
or their membership to offset this subsidized cost that
the City had been providing.

Q. When did you recuse yourself from acting as a
trustee on matters involving Retiree's Health Care
Costs?

A In January of '88.

Q. So in the latter part of 1987 then you had not
recused yourself, you were aware that the City was
interested in increasing the payments that the City
would receive with respect to health care costs of
retirees; is that a fair statement?

A. I was aware of the need to have the subsidies
cut and pension funds to be approached as a way of
eliminating that subsidy.

Q. And how about Mr. Miner's letter -- well, let
me ask you.

Are you aware that Mr. Miner sent a letter to
the various funds advising them that as of December 31,
1987, that health care éoverage would be terminated?

A, Yes.,

Q. Did you participate in the preparation and/or
gending of that letter?

A' No.
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Q. When did you become aware of the letter?

A, After it had been transmitted to the pension
funds.

Q. At anytime during 1987 did any representative
of the City ever contend that there was anything
improper with respect to the expenditure of the funds
other then that the Line Item 042 was not descriptive
enough?

A. Not to the best of my knowledge.

Q. Does your office have responsibility for
approving expenditures of City funds to pay the bills
of the City?

A, Yes, it does.

Q. And can you tell us briefly with respect to
health care costs the procedure that would be followed
within your office in approving payments if such
approval is, in fact, handled that way?

A. As I think you are aware, the City itself is
insured. It had setup a payment plan so to speak with
the servicing agents, Blue Cross/Blue Shield and
Banker's Life. Whereby on a monthly basis an estimated

payment is made to those agencies as well as the

" various HMO's that provide health care services to the

City. With respect to the City plan Blue Cross/Blue
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Shield,_Banker's Life, basically each month's payment
is one-twelfth of the annual estimated cost.

Thereafter, on a quarterly basis, Blue
Cross/Blue Shield and Banker's Life presented to the
City, to the Benefits Management Office, a summary of
actual charges. At which point and time either a
credit was made to the City if the City had overpaid on
the basis of deposits or -an additional payment was paid
in order to bring the total payments the City had made
up to Ehe actual costs for that quarter. That process
would typically could go on several months after the
close of the quarter and as a reconciliation of actual
to projected costs.

Q. Now, what's the correlation between the
Benefits Management Office and the Office of the
Comptroller with respeet to such expenditures? I
believe you said that Blue Cross sends a statement to
the Benefit's Management Office?

A. The Benefit's Management Office has moved
around through city government over the last four
years. As of January 1, '88, it is now
organizationally and functionally and budgetwise
located in the Department of Personnel.

In '85, '86 and '87, it was in the Department
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of Finance. Prior to that, I believe it was in the
Department of Personnel. 8o it had been relocated in
'85 and back again to Personnel in '88.

Q. So it was in Personnel, went to Finance and
then back to Personnel?

A, Correct.

Q. All right. And when that office receives a
statement from Blue Cross/Blue Shield, does it indicate
approval and send something to your office for the
actual check to be issued or can that department issue
it's own check?

A. The process is as you suggest. They would
review the information from Blue Cross/Blue Shield.
Prepare a voucher éttached to the original copy of the
invoice that came from Blue Cross/Blue 8hield and
forward it to my office for auditing and payment
purposes.

Q. And is that document that comes down then
audited by a Budget Analyst in your office?

A. Voucher Auditor is the title and what that
person will basically do is to confirm that there is an
invoice -- an original copy of an invoice is attached,
that the appropriate line item in the budget is being

charged, and that there is sufficlient funds in that
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line item, .and that an authorized signatory sign the
City voucher authorizing payment. At that point and
time, it's entered into the computer system and that
check 1is generated.

Q. And when did you become aware that the
3tatements of Blue Cross and Banker's included a cost
of retirees?

A. Subsequent to spring of '87 when it was
identified that the City had been paying annuitant
coats as part of the City's Health Care Program, I
believe I asked that staff to verify that and I was
informed that, yes, those costs were included within
the monthly payments and the gquarterly reconciliations.

Q. Did you ask anybody on staff how long that
practice had exizted?

A. I don't remember asking that question.

Q. Did you subsequently inguire as to how long
that practice had existed?

A. Some place along the line I did ask that
guestion as to how did this whole process start, under
who, so on and so forth. As many things with city
government, it was one of those. It has always been
done was the response,

Q. Mr. Picur, I understand that you are =-- well,
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let me break that into two stqtements.

You are aware, are you not, that the
individual annuitants pay something towards the health
care costs of the City, set by the City, do you
understand that guestion?

A, Well, if I did I guess I disagree because my
understanding is that there are certain annuitants that
do not pay anything towards their health care costs.

Q. Well, the City charges a flat amount to the
annuitant; is that not correct? For §55 -~ if they're
nonmedicare, $55 for single coverage, $110 for two
people and $150 for family coverage?

A. That's my understanding of the rates, yes,
sir,

Q. And where that money comes from with respect
to individuals was not the direct concern of the City,
was it?

A. Well, from the standpoint of the amounts
collected, the amounts were collected as I understand
by the pension £funds nof by the City going individually
to each and every annuitant.

Q. Were you aware =~- well, let me ask it to you
this way.

Are you aware that approximately ten million
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dollars a year is paid by the pension funds to the City
with regards to Annuitant Health Care Cozat?

A, Yes. It's my understanding that a portion of
that -- I don't remember the exact breakdown if it was
four or six million dollars from the annuitants and the
remaining portion is a return of property tax dollars
to the City.

Q. Mr. Picur, are you saying that the annuitants
send the check to the City of Chicago?

A. No. My understanding is that the pension
funds do the transmittal,

Q. That was my question, sir.

Are you aware that the City of Chicago
receives approximately ten million dollars a year in
checks from the four pension funds?

a, That's my understanding.

Q. All right. And can you tell us how that money
is handled internally by the City of Chicago?

- I do not know the mechanics under which we
account for it. Conceptionally, it will be accounted
for as a reimbursement to the City and accounted as one
of a number of reimbursements that the City has under
separate revenue category called, "reimbursements."

Q. Would that show as a credit to Line Item 0427
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A. No. If it was accounted for as a
reimbursement, there's a separate revenue item called,
"reimbursements.”

0. And if it's not treated as a reimbursement the
that account covers the == how would it be handled?

A, Again, it would be not a reimbursement to that
account. It would be an account called
"reimbursibles,"

Q. If it's not handled in that manner as you have

describéd, a reimbursible account, how would it be

- handled?

A, Conceivably it could be shown as a
reimbursement directly to the 042 account.

Q. And who would make that decision as to how
it's handled?

A. The chief accountants out of my office.

Q. And you have never asked them how it's
handled, sir?

A, I have not pursued that, no. I assume it was
handled as a reimbursement as it should have properly
been.

Q. Now, when you were told in the spring of 1987
that there was a question about the legality of the

expendituré of City funds for the Health Care Cost of
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retired individuals and their family, what if any
investigation did you conduct within your department to
ascertain whether there were individuals responsible
for the payment of those funds illegally?

A. I ~- the investigation was simply to the fact
were there payments being made and the response was,
ves.

Q. No one was disciplined or otherwise
teprimanded for the approval of expenditures for Health
Care Cost of retirees?

A, No.

Q. Now, at the time that you learned of the
alleged illegal expenditure of funds, were you aware
that the money apéropriated was bésed upon the cost of
both active and retired employees?

a, Not at the time I was informed of these
payments. Subsequently, we researched what was the
nature of the budgeting process, and it was identified
to us that the budgeting process wags simply taking last
year's bill, total cost and effect and adjusting it for
th einflation factor so that if in last year's bill
there were Annuitant Health Care Costs in effect it
would be incorporated into the subsegquent year's

budget »
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Q. When did you f£irst learn that the 1987 budget
appropriation was based upon that projected figure,
including annuitant's costs?

A, I knew the methodology. I did not know what
the basis was for that methodolgy of last year's bill
plus an inflation factor, and it was subsequent to this
spring '87 meeting that I then found out that last
year's, the so-called "bage figure,” did include
Annuitant Health Care Cost on top of the current
employee's health care cost.

Q. Did you understand either at the time of the
meeting or subsequently that there had been money
appropriated in anticipation of ~- well, let me strike
that.

That money had been appropriated which
regsulted from a calculation which included the cost of
providing health care to retired employees and their
families?

A. ngl, yes, subsequent to the apring '87
disclosure of Annuitant's Health Costs being paid by
the City and then researching the budgeting process, it
then became apparent to me those costs were
incorporated in the 1987 Budget.

Q. Did you at that time take any steps in order
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to legalize the expenditure of City funds for health
care for retirees?

A. On the basis of advice of corporation counsel,
I took no further action.

Q. Is it possible, Mr. Picur, for a budget to be
changed after it has been adopted?

A. Yes, sir,

Q. Do you know of anything which would have
prevented either the City Administrator or the City
Counsel from changing the language of Line Item 0427

A. No.

Q. At the time of the meeting in the spring of
1987, did any participant there refer to the line item
of the 1985 Budget?

A, No.

Q. Can you tell us the reason, if any, if asked
by the corporation counsel at the meeting or a
repregsentative of the corporation counsel as to why you
should not do anything?

A. Well, as relatéd to the broader topiec of
overall pension strategy that incorporated or
encompassed ongoing litigation, number one. Number
two, legislation that was being discussed and debated

in Springfield. Number three, a means of providing an
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orderly transition for the annuitants in the way of
increasing their payments or having somebody pick up
the subsidy, it was agreed at that point and time that
an overall game plan would be developed and unfolded
over some period of time.

Q. Was the litigation that you have referred to
identified specifically?

A, I'm not sure at that meeting or subsequently
but suggested at the Ryan lawsuit.

'Q. What legislation was involved during this
meeting? What was discusged at the meeting regarding
the legislation?

A. Either the number of bills have been submitted
in Springfield to the General Assembly that related to
increased benefits for each and every of the four
pension funds.

Q. Did any of those bills relate to Health Care
Cost of retired employees?

A. Not to the best of my memory.

Q. Now, you referred to, "an orderly transition
for annuitants to pay more."

Was there a discussion at that meeting of
changing the budget appropriations so that the matter

could become legal?
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a, I don't remember any such discussion.

Q. Did anybody say if the annuitants pay more it
becomes legal?

A, No. I don't remember that discussion either.

0. Did anybody set forth a schedule for this so
called "orderly transition®?

A. We discussed the passage of legislation in
Springfield and subsequently tied it into the 1983
Budget.

Q. What if anything was said with regards to

A, Well, part of our overall pension strategy was
Lo suggest that pension legislation and requests for
additional benefits should be logically linked to an
overall Collective Bargaining Agreement.

Q. Did anybody say how that would make legal what
was allegedly illegal?

A, I don't remember that discussion.

Q. S0 if I understand your testimony then
Mr. Picur at this meeting when it came out that there
was this alleged illegality, you were told by the
corporation counsel and/or it's representative one, not
to tell the trustees of the funds of anything regarding

the alleged illegality. Two, not to stop payment of
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Annuitant Health Care Costs and expenditures of funds
out of the City Treasury?

MS. BECKETT: Objection, your Honor. This is
leading into a compound guestion. I would I think it
would be ==

THE COURT: I'm going to sustain your objection,
Ms. Beckett.

MR. BURNS: I have no further questions.

THE COURT: No further questions, police?

MR. PORDE: A few questions, your Honor.

DIRECT EXAMINATION
BY MR. FORDE:

Q. After this meeting in 1987, Mr. Picur, you
then played somewhét of a role in this game plan as you
described it, to have someone else, the funds or the
annuitants, pickup a bigger part of the tab; is that
correct?

A, Yes.

Q. And you worked with the corporation counsel's
office in attempting to accomplish this objective?

A, Yes.

Q. You were aware, however, that the Punds had no
obligation to pickup the tab, were you not?

A, My understanding is that there is an
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obligation to the extent that spacified amounts and the
State Statute,

Q. But you knew that amount was all paid?

A. I assumed it was being paid.

Q. So that having been all paid, you knew the
Funds did not owe anymore, is that correct?

A, They d4id not owe anymore pursuant to the
current dollar amounts in State Statute?

Q. Yet, were you aware that a lawsuit was going
to be filed by the City claiming that the Funds owed
money?

A, At some point and time the approach of a
lawsuit was identified.

Q. Now, in that meeting —-- at the time of that
meeting, you were a trustee on three of the four funds;
is that correct?

A. Yas.

Q. And you had to be aware of the
responsibilities of a trustee toward the Funds and the
beneficiaries of those funds?

A. Yes.

Q. You were aware of your responsibllity.

Did you express any concern about an apparent

conflicted position or any dispute between the Funds
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and City?

A, 1 think it was indicated to me that attorneys
for the pension funds would be approached. They would
be approached by corporation counsel as would be other
trustees.

Q. But insofar as you were concerned as a
trustee, you had certain duties as a trustee which may
have been inconsistent with the game plan of the City
in getting more money from the Funds; you were aware of
that fact?

A. Seems to me that my position as a trustee is
by virtue of my position as a City Comptroller and so
as to the -- if there's a priorization in my own mind
as to the City of Chicago.

Q. S0 you followaed that priorization, those
priorization instincts and assisted the City of Chicago
in this program and proceeded against the funds which
You were serving as a trustee?

A. The corporation counsel proceaded against the
Funds and as I understaﬁd them also a party to the
lawsuit as a trustee of three of the four boards.

Q. Now, with respect to the 1988 payments, you
are aware that in 1988 funds have been appropriated

almost on a monthly basis to pay for health care
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benefits for the retired employees?

A. That's correct. There's been a series of
supplemental appropriation ordinances. |

Q. And you don't have any problem with the
legality of those expenditures?

MS. BECKETT: Objection, your Honor.

For the record, I believe, counsel's aware
that these appropriations were entered into pursuant to
agreed orders between the parties and without prejudice
to the rights entered in this lawsuit, and this witness
should not be asked to comment on the legality of those
when they were entered into with these express
reservation of rights.

MR. FORDE: There's nothing in any reservation of
rights that I know about that would have any effect on
the answer to the question. The question is he has
explained what was wrong with the prior procedure and
I'm simply asking whether he was following the proper
procedure in describing accounts.

THE COURT: I'm going to permit him to answer.
Overruled.

THE WITNESS: 1 believe it's appropriate procedure
to have a separate line item authorization.

BY MR. FORDE:
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Q. Because now the description is =« you're
satisfied with the description of the account?

A. I believe the description matches the purpose
for which the funds were expended?

Q. But the starred item or asterisk item you're
familiar with those terms, aren't you, "the starred
item and the asterisk item"?

A, Right.

Q. The starred item or asterisk item remains the
same this year as in prior years?

A. I believe that's correct.

MR. FORDE: I have no further questions, your
Honor.

THE COURT: The Municipal and Laborets?

MR. HEISS: I have a couple,

DIRECT EXAMINATION
BY MR. HEISS:

Q. Mr. Picur, you indicated that the money that
the City collects for the payment of the funds comes
from tax dollars and some from anauitants.

It's a fact, isn't it, that every spouse of
any annuitant evolved for éension funds pays that
amount that the City charges?

A, I'm not sure who pays. The spouse pays some,
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Q. But the individual family unit pays it, isn't
that correct, from the deduction of this pension check?

A. I do not know the accounting system or
procedure of each of the individuals.

Q. 50 you don't know 1if it all comes from tax
dollars, do you?

A. I know dollars are set aside pursuant to State
Statute in the tax levy. I don't think I testified
that there was all ten million dollars from property
tax dollars, but a portion =--

Q. Your Honor, it's not responsive. I'm not
asking the witness =--

THE COURT: The witness is instructed to answer the
question; Might I‘suggest you pose a gquestion and
elicit an answer.

BY MR. HEISS:

Q. Mr. Picur, does the individual widow of an
annuitant evolve for pension funds pay that amount
that's charged by the City of Chicago for health care
coverage?

A. I assume it's being collected by the pension
funds. I do not know for a fact that it is.

Q. Does the =-- that portion of the health care

benefits that are attributable to an end to a dependent
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of an individual of all four pension funds; isn't that
pald by the individual family unit?

A, Same response to the last gquestion.

Q. You don't know that either?

A. I certainly don't.

Q. And you slt on the pension as a trustee of
three funds?

A. I don't think I would doubt if any of my
fellow trustees know the internal accounting mechanigms
and techniques for assumably collecting these funds.

Q. That wasn't my gqguestion.

My gquestion was who paid the money not what
you did with it, but who paid the money whether it came
from the pension fund monies or deducted from an
annuitant's check?

A. Comes from a combination of both.

Q. Por thosge persons that are widows of the four
pension funds that portion comes from a combination of
both?

A. For widows my understanding is it's theirtr
contribution.

Q. And it is also the contribution of the spouse,
just their contribution, isn't that correct, just like

a widow?
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A. I believe that's true.

Q. And it's also true that any portion that's
attributable to a dependent comes from a deduction from
their monthly annuity check; isn't that true?

A. I believe that's correct.

Q. And in the Municipal and Laborers' Fund, the
only part attributable to any member of that fund is
the $25 supplement that started in 1984 for any member
that was aged 65 with 15 years of gervice; ian't that
true?

A. I leave that's true.

MR. HEISS: Thank you, Mr. Picur.

THE COURT: Interveners, do you have any guestions?

MR. KRISLOV: Yes, your Honor.

THE COURT: You may proceed, Mr. Krislov.

MR. EKRISLOV: Thank you, your Honor.

DIRECT EXAMINATION
BY MR. KRISLOV:

Q. Mr. Picur, are you familiar with the terms of
the City's Annuitant Medical Plan?

A. Only in a very broad sense.

Q. You ever looked over the booklet that explains
the terms to the annuitants?

A. No, I've not.
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Q. If I told you that the annuitant plan provides
for a certain floor on certain co-insurance amounts and
a certain sealing, would that square with your
understanding of the plan?

A, Well, I understand that's the City plan
generally as I'm a member of it and the terms of this
co-insurance and deductibility.

Q. "Co~insurance® means then both for you and the
annuitants that the City pays a portion, say 80 percent
of certain costs and the insured pays a certain
portion, say 20 percent; does that square with your
recollection? |

A, That is the concept of co-insurance.

Q. And, in fact, that's how the City's plan
works?

A, It's my understanding,.

Q. So if there is a medical bill, it's not
entirely paid for by the City. It's often paid partly
by the City and partly by tha annuitant?

A. Certain types of bills that the co-insurance
applies to others, I believe, it does not apply.

Q. So, in fact, your statement that the
annuitants do not pay for any of their medical costs

isn't right, is it?
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A, Well, assuming they have medical costs as
opposed to protection that they've actually incurred
cests under deductibility, assuming that the type of
cost falls under the terms of a deductible or
co-insurance they would pay that portion.

Q. So I guess that is that they do pay a portion
of thelr medical costs?

A, Yes. Those would be our costs, yes.

Q. Okay. Let's go back to this meeting that took
place.-

You have a deficit you're trying to cover that
took place in the spring of '877

A. No. The discussion did not focus on the
deficit. The discuasion focused on the pension-related
matters,

Q. How do we cut these costs, right?

A. That was part of it but that was not speaking
to a deficit.

Q. And the Ryan case was brought up and discussed
as part ef it?

A. Some place along the line, yes.

Q. In fact, 1t's as a result of the Ryan case
that the corporation counsel comes to all of you and

says we've discovered a way to offset the Ryan case;

ROP 372




A

{

),

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

144

tight?

A. I believe that's correct,

Q. And the next decision is made to go to the
Funds and say, we've discovered this prablem. We'il
offset one against the other; right? That was the game
plan, wasn't it?

A, That was part of the game plan.

MR. KRISLOV: No further guestions, your Honor.

THE COURT: No further gquestions.

Ms. Beckett, any cross-e#amination?

MS. BECKETT: Yes, your Honor.

CROSS~EXAMINATION
BY MS. BECKETT:

Q. Mr. Picur; referring back to pending pension
legislation in 8pringfield last year in 1987, it's your
testimony that to the best of your recollection, none
of the proposed changes in pension legislation
addressed the gquestion of health care.

Isn't it a fact that the four pension funds
did introduce language proposing an extension of
subsidy to widows of annuitants?

MR. HEISS: 1I'm going to object to the revelancy of
subsidy of widows as it applies to the counterclaim and

keeping health care benefits in place. That has to do
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with this case which is before your Honor.

THE COURT: Are you referring to the increase of

"benefits to a widow?

MS. BECRKETT: No, your Honor.

I'm referring to the testimony of Mr. Picur on
direction examination regarding the status of pension
legislation in Springfield which was a matter brought
out on direct examination by Mr. Burns and he testified
that there was no health care issue addressed.

I'm just asking him whether it was in effect
that there was in that pension package additional
legislation addressing health care and perhaps whether
he'd like ==

THE COURT: To health care, I want know.
Overruled.

MR. HEISS: I withdraw any portion that applies to
health care.,

THE WITNESS: I do remember discussions going on.
I cannot remember if it was specifically '87 or '86.
Some place during my term in office that issue in the
form of legislation had been proposed. I cannot again
pinpoint a specific fund or date.

MR. BURNS: I move to strike the answer.

THE COURT: It will be stricken as wvolunteered.
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BY MS. BECRETT:

Q. Mr. Picur, regarding the 1588 Budget, there
was testimony that the starred item for personal
service ~- this is a starred item for a personal
services. That's the account group in the Finance
General Group that you were testifying to?

A. That's correct.

Q. And that a new line item was created to
reflect funding for Annuitant Health Care?

A. That's correct.

Q. In your opinion =--

MR. FORDE: Objection to any opinion testimony by
this witness. He's not an expert. He wasn't called by
us as an expert.

THE COURT: Sustained.

BY MS. BECKETT:

Q. Is it your understanding that the line item
for Annuitant Health Care belongs in the Personal
Services Account Group?

MR. FORDE: Objectién the same if she's asking for
an opinion and only changing the word "opinion to
understanding,.”

THE COURT: To understanding. We're talking about

042, I take it?
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MS. BECKETT: No, your Honor, we're not.

THE COURT: We are not?

MS. BECKRETT: We're talking before ,052.

MR. FORDE: New number for thisg year.

MR. HERBERT: Your Honor, this question does
respond to the question.

THE COURT: I'm going to overrule his objection.

THE WITNESS: Repeat the question.

THE COURT: Have the court reporter =-- want to pose
it again?

MS. BECKETT: Might I pose it again?

THE COURT: Sure.

BY #48S. BECRETT:

Q. Line Item 052 which in the 1988 Budget
contains specific appropriations, very general to the
health care payments for annuitants belong in the
Persanal Services Account Group?

A, I guess I've got two responses to the
question. From the standpoint of health care cost in
general, health care costs are accounted for under the
9212,000 personal services so that in the sense of
health care costs having a home, so to speak, for a
category that's the appropriate location.

It's also my understanding of personal
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services for current City employees and on that bagis
there's a question in my mind if, therefore, it is an
apprapriate category and if a whole new category should
have been created.

Q. Are annuitants considered current employees?

A. No.

Q. To the best of your knowledge, do annuitants
generally draw a salary from the City of Chicago.

MR. BURNS: I object, your Honor.

THE‘COURT: Sustained,

MS. BECRETT: 1I'll withdraw that. I have no more
guestions.

THE COURT: Any redirect, Mr. Burns?

MR. BURNS: I think one question, your Honor.

REDIRECT EXAMINATION

BY MR. BURNS:

Q. Mr. Picur, who decided to create 0527

A, I believe that was the Budget Committee of the
City Counsel,

Q. Did they ask you for your opinion with respect
to whether it was appropriate or not?

A. They did not.

Q. And who is the governing body in this City for

appropriationg?
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A. The Budget Committee and the City Counsel.:

MR. BURNS: Thank you.

THE COURT: Anything further?

MR. FORDE: Nothing further, your Honor.

THE COURT: Police pension?

MR. FORDE: ©Nothing, your Honor.

THE COURT: Intervenersg?

MR. KRISLOV: Nothing, your Honor.

THE COURT: Anything further on recross?

M5. BECKETT: Nothing, vour Honor.

THE COURT: All right. Mr. Forde, will you tell me
how many more witnesses we're going to have this
afternoon?

MR. FORDE: Wé have three witnessesg, Mr. Williams.

MS. BECKETT: He's on call. Mr. Fattore is on
call. They can both be here within ten minutes.

May I have a moment your Honor?

THE COURT: Want to take a recess and call them?

MR. BURNS: Why don't we recess. We'll decide
which one and have them come back.

THE COURT: Recess for ten minutes.

(Whereupon, a recess was
had.)

THE COURT: Mr. Forde, call your next witness.
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{(Whereupon, the witness was
duly sworn.)
SAMUEL NATHAN WILLIAMS,
called as a witness herein, having been first duly
sworn, was examined and testified as follows:
THE COURT: Have a seat, sir.
I want you to state your full name, spell your
last name for the record and please keep your voice up.

THE WITNESS: Samuel Nathan Williams.

=

THE COURT: Samuel Nathan ~--

THE WITNESS: Williams, W-i~l-l-ji-a~-m-s.

THE COURT: Your witness, Mr. Burns.

DIRECT EXAMINATION

BY MR. BURNS:

Q. Mr. Williams, I'm an attorney for the
Firemen's Benefit Fund.

Will you state your position with the City of

Chicago?

A I'm the Risk Manager for the City of Chicago.

Q. And how long have you held that position, sir?

A, Since May 15, 1985,

Q. And prior to that time by whom were you
employed?

A. Eleven years prior to that I was with Kraft
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Foods and the successive corporation, Dart and Rraft¢,
Inc., Northbrook, Illinois and six years prior to that
I was with the CNA Insurance Company.

THE COURT: CHNA?

THE WITNESS: CNA, yes.

BY MR. BURNS:

Q. Is it fair to say, sir, that your position
with the Dart and RKraft involved health insurance
matters?

A, Yes, it is.

Q. And just how did that come about? What were
your responsibilities with respect to health care?

A. I went in in 1974 as insurance supervisor of
employee benefits. I was promoted to insurance manager
of employee benefits. I was promoted from that to
insurance manager which meant that not only did I deo
employee benefits, but also property casualty and then
I was promoted to insurance manager for the successive
corporation,

Q. Now, during yoﬁr time with the insurance
company CNA or Dart and Kraft, did any of your duties
and responsibilities include health care coverage of
retired employees?

A, Yes, it d4id.
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A, Active and retired employeeas, yes,

Q. For Dart and Kraft as well as with CHA?

A, No, not CNA, but with Dart and Kraft, yes.

Q. Would your duties with CNA have included
policies that covered -

a. That's correct, yes.

Q. Now, are you familiar with the plans which
the -~ are currently in effect covering the active
employees of the City of Chicago?

A. Yes, I am,

Q. And are you knowledgeable as to when that plan
went into effect?

A, No. I can't tell you when it went into
effect, no. I can say it was in place when I arrived
three years ago.

0. Now, did you ever have occasion to familiarize
yourself with the provigsions of the health care plan
that was in effect for active employees prior to the
time you came to work for the City?

A. No, I did not.

Q. Have you ever studied or have bean told
anything with regards to changes or continuity of

coverage with respect to those programs?
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A. Changes, yes. Continuity of coverages, ves.

Q. Now, could you tell us whether that
information has caused you to believe that the plans in
effect for active employees under the Chicago Medical
Benefits Plan is substantially the same as the coverage
of the prior plan?

a. No. 1I've never done that type of analysis,
no. I couldn't address that;

Q. How about with the retiree coverage. What

plans are there? 1Is it true the retirees are covered

by City of Chicago Annuitant Medical Benefits Plan?

A. Yes,

Q. And when did that become effective?

A. There 1s a plan that became effective, I think
in 1985, I'm not sure. Perhaps around September of
that year which was a rewrite of the old progran.

Q. All right. Now, that was after you came to
work for the City, but did your responsibilities at
that time include the question or issue of health care
costsg?

A. The issue of health care?

Q. I'm sorry -- health care coverage?

A. Yes, it did.

Q. How about cost?
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A, That too, yes.

Q. Did you become aware that the -- well, let me
ask it this way.

Did the active employees of the City of
Chicago contribute toward defraying costs of providing
the benefita?

a. The active employees?

Q. Yes.

A, In gome instances, yes, if they were in
certain categories such as perhaps layoff or they were
allowed to continue coverage directly. Perhaps
suspension they could pay directly into the program or
to cover their costs. Leaves of absenses that may fall
into that category} but other than that, no. There
were No employee contributions.

Q. The people who are on leave of absence then
are eligible to participate in the Employee Medical
Benefits Plan?

A. In some circumstances, yes. I can't delineate
those for you. It's not blanket.

Q. Doez the City also have HMO's?

A. Yes. At the present we have 13 HMO's.

Q. Do you have a contract with each of those

HMO'a?
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Al Yes, we do,

Q. And who approves those contracts for the City.

A, If you c¢ould be a little more specific I could
tell you that in 1986 shortly after my tenure began,
there was a request for proposal done. There were 14
submittals by the HMO community and we accepted the 14.
Subsequently one dropped out.

The recommendations for acceptance were made
by the 0ffice of Risk and Benefits and Management which
I wag the head of at that point and time and the
reconmendation was made to the Comptroller and to the
Purchasing Agent and the ~-- obviously the Purchasing
Agent has the authority to effect a contract.

Q. Well, let me ask it to you this way,
Mr. Williams.

Are those contracts in your office? I mean do

you have =-

A, Oh, yves. Yes, we do.

Q. So they are returned or given to you after
they've been signed?

A. Yes. The procCcess is that the proposal itself
becomas the contract. The submittal by the HMO becomes
the actual contract.

Q. Would that be the amount of money that the
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City would pay to the HHMO people?

A. Contained therein of the rates of the HMO
charge on a per person basis or more than one person
basis, two people or perhaps a family.

Q. What I'm asking I think is maybe if I
shortened it a little bit is whethe; you have annual
contracts or whether you have a single contracts that
carry forward?

A, We have contracts that were effective for two
years with each HMO.

Q. How about the Chicago =~ the plan for the City
of -~ well, City of Chicago employees. Do you have
contracts with Blue Cross with respect to that program?

A, There was a contract in effect I think through
December 1985 1f I'm not mistaken. There wasz a
subsequent contract submitted by Blue Cross thereafter
which was never approved and we are evasively operating
on an agreement at this point and time.

Q. How long has that condition existed?

A. I think since January l, 198¢6.

Q. I hand you what has been marked for
identification as Defendant -- a copy of the
Defendant's Exhibit 53, Mr. Williams, a document

captioned, "Administrative Services Only,
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Administration Agreement between Health Care Service
Corporation and the City of Chicago," and I ask you if
you're familiar with that document?

A, Yed, sir. I am familiar with it.

Q. Can you tell us what the document isg?

A, It appears to be the document that was in
effect between Health Care Service Corporation which is
Blue Cross and the City of Chicago. I think, if I'm
not mistaken, the contract expired Decenmber 31, 1985.

Q. Well, it says in the document itself,

Mr. Williams, that "It would be in effect through and
including December 31, 1984, but may be terminated,
etc,, etc."?

A. '84,.

0. I'm not concerned particularly about the time.

A. Right.

Q. I'm asking -~ what I'm interested in is
whether there was a subsequent document because this is
the only one that has been provided to me by the City?

a. There was a subseguent document presented
which was never accepted by the City of Chicago for
Blue Cross.

Q. This is the document that you're currently

working under with respect to Blue Cross?
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A. The provigions are essentially the same that
we're operating under with Blue Cross, yes.

Q. Are the payments to Blue Cross that are
made ~-- well, let me back up.

Blue Cross receives payments from the City of
Chicago for administering the Medical Benefits Plan and
the Annuitant's Medical Benefit Plan; is that not
correct?

A, Presently for hospitalization only.

Q. | And doctor bills are handled by Banker's?

A, Banker's Life and Casualty.

Q. Now, does Banker's have a contract similar to
what has bheen identified as Defendant's Exhibit 537

A, To the best of my recollection I cannot
remember ever having seen a Banker's Life document.

Q. Who determines that Banker's Life is going to
be involved in the administration of the Ciﬁy's Health
Care Plans?

A, When I arrived Banker's Life was handling the
nonhospital claims, Blue Cross was handling the
in~house hospital claims and it's been that way to the
current date. We are in the process of changing those
relationships.

Q. Now, as of May 15, 1985 when you came with the
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plan other than the current Annuitant Medical Benefits
Plan and that certain uniform personnel employed by the
City of Chicago, specifically police and fire, were not
then covered by the Medical Benefits Plan?

A, Were not covered by the Medical Benefits Plan?

Q. Yes. Were they covered at the time you came?

A, To the best of my knowledge all City employeaes
were covered by all the Medical Benefits Plan when I
came on board, yes,

Q. Including retired employeas?

A, Inclusive of retired employees.

Q. Did you understand that the -- let me strike
that. Let me ask the question this way.

How would you characterize the relationship
with Blue Cross and Blue Shield prior to the adoption
of the Administrative Services Agreement?

A, This specific agreement?

Q. Before that was there a policy ==~ was the City
of Chicago‘self—insured prior to 19857

A, To the beat of my knowledge, yes.

Q. Do you know how long that situation had
existed?

A. No, I do not.
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Q. And that the change in 1980 whenever the City
of Chicago Medical Benefits Plan was put into effect
then that change occurred -~ strike that.

The City of Chicago Medical Benefits Plan
involves an administration service relationship with
Blue Cross and Blue Shield for hospital charges and a
separate agreement with Blue Shield =~ I'm sorry with
Banker's for doctor bills?

A. That's partially correct. 1It's not Blue
Shield just Blue Cross. We should make that
distinction,

Q. Now, Blue Cross =-- 1is the compensation
received'by Blue Cross currently the amount of money
that’s reflected in what has been marked for
identification as Defendant's Exhibit 53, if you know?

A, On page 3 I see a monthly payment to Blue
Cross of 4.5 million dollars. Currently it's 5.5
million dollars if I'm not mistaken. Under item one =--
page 4, I'm sorry.

Q. But that's a érepayment by the City to Blue
Cross for anticipated costs of paying benefits or just
for administration?

A. That iz the anticipated claimed costs that

would be created by the City's work force during a
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given month.

Q. How about the compensation received by Blue
Cross for the services performed in administering the
program?

A, Blue Cross has a unique relationship with the
City in that for each dollar of claims presented, the
City pays $.96. 1In other words, all hospital bills are
discounted four percent by Blue Cross.

Q. Is that because Blue Cross negotiates a
special rate with hospitals involved and receives
compensation through that discount?

A. That's correct. They have a unique
relationship with hospitals.

Q. And that discount would exceed the four
percent that they accredited to the City and the
difference would be Blue Cross' compensation for the
gservices?

A. It would be contained therein, yes.

Q. How about Banker's?

A. Banker's is a Cost Plus Program which means
that we pay them -- for each dollar of claim we pay a
dollar, plus a markup of 5.97 percent I think.

Q. Now, let me see if I get this straight now.

In regards to a contract with Banker's that
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compensation of 5.9 percent, is thasre such an
agreement?

A. I don't think there is a written agreement.
We may have a letter of commitment from Banker's
indicating what their current rate happens to be.

Q. Well, has the rate changed?

A. The rate was changed once or twice over the
last three years, yes, it has.

Q. Were you involved personally in the
negotiations for the increased rate?

A. Yes, I was.

Q. After you reached agreement with Banker's,
could you tell us the procedure that followed within
the City to finalize that compensation amount?

A. The service fee that Banker's charges?

Q. Yes.

A. We transferred perhaps 120,000 phone calls to
Banker's Life two or three years ago that were being
received in the benefits office and we transferred the
total administration nearly that the City was
performing at that time to Banker's. At which time
they increased the rate,

Q. I'm not concerned about why, sir, as the

procedure that was followed by you after you reached
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agreement with Banker's that you would pay them an
amount in addition to the -- was it 4.9 percent you
said they'd get?

A, 5.9 percent, ves.

Q. How did we arrive at that rate? I mean what
happened internally within the City when an agreement
was reached that the rate would be 5.9 percent?

A. Banker's would have submitted a letter to our
office with which would have been passed to the
Comptroller's office that would be the normal procedure
and they would automatically increase the rate for
increased services that they deliver to the City.

Q. And you think that's reflected in a letter
agreement? |

A. I would have to say that their standard
procedure that is such, yes.

Q. Would the charge 5.9 percent include the costs
paid by Banker's for Retiree Health Care?

A, It's all inclusive, ves.

Q. And how lonyg has it been all inclusive if you
know?

A, To the best of my knowledge since I've been
with the City.

Q. I believe you've testified, sir, that there
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are certain active employees who do contribute toward
the cost of the health care coverage, Prinicipally
those who are on leave of absence or suspension, etc,
How about the retirees? Do you know when the

rates were first set for the retirees as they presently
are?

a. Specifically, which rate are you ==

Q. Well, you tell me. How are the rates set for
the retirees?

A. The rates "that the retirees pay into the
program to cover the cost of coverage?

Q. Yes.

A. To the best of my knowledge it was established
by State Statute.

Q. Now, do the retirees also pay if they incur
medical costs going to a hospital?

A, The deductible and co-insurances, yes.

Q. Do you know -- well, let me ask you this way.

Are you aware that approximately ten million

dollars a year is paid by the various pension funds to
the City of Chicago in connection with the health care
coverage of many retired employees and their
dependentsg?

A. How much?
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Q. Approximately ten million but the amount is
not important.

A. Yes. I'm aware of that, yes.

Q. Does the money go to your office, sir?

A, Yes, it does.

Q. Do you know what happens to that money?

A. We receive checks from each pension fund
covering the deduction that they have made from
pengioners or annuitant's checks for that given month.
It arrives in our office. We do nothing more then pass
it along to the Department of Revenue.

Q. Do you know whether or not those payments are
attributable to a particular account?

A. No. I couldn't tell you.

Q. Now, based upon your experience in the
insurance industry, would it be a fair statement to
say, Mr. Williams, that most group insurance
policies =~ not most, all group insurance policies have
conversion privileges upon termination of the policy?

A, I think it's é nationwide State law not
Federal law., Bach state has to require a conversion
privilege, ves.

Q. Now, when you were at Dart and Kraft, did you

ever have the privilege to change insurance carriers?
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A. Yes, we digd.

Q. In doing so0, did you terminate the one policy
and institute another policy?

A, Well, policy might not be the correct
terminology with an ASO contract and I'd like to make
that distinction.

Q. Pardon me, sir. I didn't understand you.

A. I'm saying that policy might not be the proper
terminology. We were self-insured. We had an ASO
contract which doesn't fall under insurance law so I'4
look to make that distinction.

Q. Yes.

A. We did change perhaps in 1977 from the
Traveler's Insurance Company Administrative Services
Only Agreement to the John Hancock Insurance Company
under the ASO Agreement,

Q. While you were with CNA Insurance Company, did
Your funotion and duties there involve Health Care
Insurance?

A. Yesg, it d4idgd.

Q. Do you have experience with respect to
provisions of group policies? Did you have experience?

A. I'd like to think so after all these years,

yes.

ROP 395




N

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

167

0. In any of that time, how many companies
terminated insurance without going out and taking a
replacement policy?

A. I couldn't venture a guess.

Q. But do you know of any?

A, Not offhand, no, I don't,

Q. Isn't it a fact, Mr. Williams, that the
termination clause as contained in insurance policies
are put in to take care of situations where the insurer
moves élsewhere and the insurance company wants to have
a cutoff point for the termination of it's liability
towards the insured group?

A. I don't think I understand the question.

Q. What part of it you do not understand?

A. The whole thing.

Q. Maybe you could read the questioﬁ.
(Whereupon, the record was
read as requested.)

THE WITNESS: You said the insured.

BY MR. BURNS:

Q. The insured group?

A. Oh, the insured group?

Q. The insured group.

A, My experience tells me that the conversion
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privileges . placed into a policy by State Insurance Law
to protect the insured so that in the event of
termination of his coverage, he has 31 days to make a
decision and during that 31-day period, he does not
lose coverage.

Q. 'And in group policies would that same
principal apply?

A. Exactly the same principal, yes.

Q. While you were with CNA, sir, how many times
did CNA have occasion to terminate Group Health
Insurance with a particular insured?

A, I can't remember. That's 14 years ago.

Q. Is it not the usual practice, sir, for
insurance companies to increase premiums if they have
some loss of ~- bad loss experience with a particular
group?

A, No question about it, yes.

MR. BURNS: I have nothing further.

THE COURT: Policev?

MR. FORDE: No questions, your Honor.

MR. HEISS: No questions.

THE COURT: Interveners?

MR. RRISLOV: Not at this time, your Honor.

THE COURT: Any cross-examination Ms. Beckett?
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MS. BECKETT: No, your Honor.

THE COURT: Ho cross, You may step down,
Mr, Williams. Thank you,

Are you ready with your next witness.

MR. FORDE: Yes. Our next withess and our final
witness, your Honor, will be Mr. Al Fattore.

{(Whereupon, the witness was
duly sworn.)
AL, JOHN FATTORE,
called as a witness herein, having been first duly
eworn, was examined and testified as follows:

THE COURT: For the record, sir, would you please
state your full name, spell your last name, keep your
voice up so that we all hear you.

THE WITNESS: Al John Fattore, F-a~t~t-o-r-e.

DIRECT EXAMINATION

BY MR. HEISS:

Q. Mr. Fattore, you are currently employed by the

City as Director of Finance for the Department of
General Services; is that correct?

A, Yes.

0. You've been employed by the City of Chicago
since 19827

A. Yes.

1639
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Q. From January of 1985 to January of 19386, you
were employed by the City of Chicago in the Budget
Office as the Principal Budget Analyst; is that
correct?

A. Yes.

THE COURT: When?

MR. HEISS: 1985 to 1986, January.

BY MR. HEISS:

Q. As Principal Budget Analyst, you assisted in
the preparation of the annual budget for the City of
Chicago, is that correct?

A. Yes. Those departments that I was responsible
for.

Q. Those departments of the budget that you were
regponsibley is that correct?

aA. Yes.

Q. And you d4id that for the year 1986, '87 and
'88; is that correct?

A. I did it for 1988 and 1987, yes.

Q. And '867?

A, Yes,

Q. You were involved with the Line Item 042 that
we've been discuszsing in this litigation as the

Principal Budget Analyst in 1986, correct?
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A, Yes,

Q. And with regard to the budget as Principal
Budget Analyst, you reported directly to the Budget
Director?

A, Yeg,

Q. And the Budget Director at that time when you
first came on board was Sharon Gist Gilliam?

A. When I first came on board in 1982 Sharon
Gilliam was not the --

Q. I'm sorry. I eliminated the order so that we
may get you back to your important duties other then
when we're talking about 042 when you were Principal
Budget Analyst in 1986 and that's when what I was
referring to.

Was Sharon Gilliam the Budget Director in 1985
when you were Principal Budget Analyst?

A, Yes.

Q. And you reported directly to her?

A. To her or the first deputy, yes.

Q. Now, in 1986 -~ in 1985 in preparation of the
1986 Budget, you knew that Annuitant Health Care Costs
were being paid from Line Item 042, were you not?

A, Yes,

Q. And that widows of Annuitants Health Care
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Costs was being paid from Line Item 042?

-A. I knew that annuitants were being paid. I was
not aware of widows or anyone else under the annuitants
that were covered.

Q. The only reason you weren't aware because you
weren't familiar with the entire population of
annuitant?

A. Yes,

Q. But you did know that anything that applied to
annuitﬁnts from the pension funds were being paid out
of 0427

A. Yes.

Q. And you were aware that for -~ in preparation
of the 1987 Budget; is that correct?

A. Was I aware of that for the 1987 Budget?

Q. Yes.

A, Yes.

Q. And in preparation of the 1988 Budget you were
also aware that annuitants were projected to be paid
out of Line Item 042 prior to some changes that were
made in the fall of 1987; isn't that correct?

A, Yes. Prior to the budget being submitted to
City Counsel, ves.

Q. Now, from the time you came on as Principal
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Budget Analyst in 1986 -~ I'm sorry 1985, the
combination that was being paid by the annuitants,
widows, spouses and on behalf of the dependents and the

pension fund was approximately $10 millionj is that

correct?
A. Yes,
Q. For health care. I'm sorry for health care?
A, Yes,

Q. And that $10 million was used as a deduction
from the total Annuitant Health Care Cost in
pPreparation of the projection for the budget?

A, Yes,

Q. And any cost over the $10 million would be
paid from the Line Item 042; is that correct?

A, If there was such a cost, yes.

Q. While you knew that the ten million collected
was not sufficient to pay for the Annuitant Health Care
Costs in 1987, did you not?

A, To some degree, yes.

Q. And when you prepared the 1986 Budget, did you
look at the 1985 Budgat?

A. We looked at the 1985 expenditures from that.

Q. And you knew that in '85 that the annuitants,

that class or group that I refer to, was contained in
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042 in the 1985 Budget; is that correct?
A. Yes.
Q. Now, in the procedure for Line Item 042, you
would prepare a cost estimate to give to the Budget
Director, correct?
aA. The original cost egtimates would come from
the Health Benefits Office of the Comptroller's office
and I would review their preliminary estimates and make
some conclusions and also determine if those
agzsumptions were correct,
Q. Okay. Mr. Fattore, I hand you what has been
been previously marked Defendant's Exhibit Number 26.
{Whereupon, said document
was marked Defendant's
Exhibit Number 26, for
ldentification, as of
6/22/88.)

BY MR, HEISS:

Q. Mr. Fattore, the document that I handed you
Exhibit Number 26 referred to the nature as a 291; is
that correct?

a. Yes, 291-A,

Q. 291-A.

And this is the instrument referring to 042
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that carries the initial departmental reguest from the
Comptroller's office for Line Item 042; is that
correct?

A. Yes,

Q. Now, tais is for the 1986 Budget?

aA. Yes.

Q. Similar document 291~A used for the 1987
Budget from the Comptroller's office?

A. Yes.

Q. To the Budget Office, correct?

A, Yes.

Q. And also similar document being used for
preparation for the 1988 Budget?

A. Yes.

Q. And when I say "document®™ then I'm referring
to the several pages that are contained that are marked
on Exhibit 26, 83 all the way to 93. That ig the
document that you would receive first from the
Comptroller's office; is that correct?

A. The Budget Diréctor would receive this
directly from the Comptroller's office and then she
would forward it to me,

Q. 50 the only -- I was in error that they would

Eorward if to you, but you would ultimately get it
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after the Budget Director gets it?

a. Yes,

0. And the reason she forwarded it to you was to
verify the figures; is that correct?

A. Yes. To prepare the Department of Finance
general budget.

Q. Mr. Fattore, I'm handing you what has been
previously identified as Exhibit No. 21.

(Whereupon, said document
was marked Defendant's
Exhibit Number 21, for
identification, 6/22/88.)

THE COURT: These are for identification aren't
they, Mr. Helss?

MR. HEISS: Yes.

BY MR. HEISS:

Q. Now, Mr. Fattore, this is a -- Exhibit 21 a
memorandum from Mr. Pockross to Nathan Williams, the
Risk Manager, dated September 4, 1986; is that correct?

A, Yes.

Q. Now, this is a memorandum that you would
receive with regard to preparation of the estimate for
042 for the year 1987, correct?

A, Yes.
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Q. You would have =-- for the preparation of the
1986 Budget in 1985 you would have received a similar
document from the -~ with regard to the projected costs
for health care for 042, would you not?
A. I'm not sure if it was a similar document, but
I would have received some information similar to this.
Q. And in this document it contains the total
cost of projection for annuitants and employees,
correct?
A. Yes.
Q. And the document that you would have had in
1985 would have contained sgimilar information maybe
just in a little bit different form, is that a fair
characterization?
A, Yes, I believe so0.
Q. I show you what has been marked Defendant's
Exhibit Number 24.
(Whereupon, said document
was marked Defendant's
Exhibit Number 24, for
identification, as of
6/22/88,)

BY MR. HE;SS:

Q. Mr. Pattore, like the previous exhibit this is
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also a document that was used in the budget process for
the preparation of the 1988 Budget; is that correct?

A Yes.

Q. And on this again is for Mr. Pockross to
Mr. Williams and you would review this document before
the preparation of the budget?

aA. Before the finalization of the budget, yes.

Q. Your request for the 291 or that documénted
Exhibit 26, for instance, for the preparation of the
1386 Budget from the Comptroller would be made in
Augusgt; isn't that correct?

A. Approximately in August, yes.

Q. And then after you got that request you would
meet at some point-with individuals involved to
determine the appropriate supporting documents to
support the figure contained in the projection?

A, Yes. I would meet with them or talk with them
over the phone.

Q. Now, for the cost estimate your authority to
was to make recommendations to the Budget Director
after you checked the cost estimate; isn't that true?

A. Yes.

Q. And you knew that the premium paid by

annuitants at the time you made your estimate was less
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than the actual cost?

A. The actual cost of what?

Q. Of the payment of the health care for
annuitants?

A. I wazs not aware of that.

Q. Well, your office was not instructed in 1986
not to include annuitants when making a projection,
were they?

aA. No.

Q. And you knew that the each of the years you
worked on the budget the premiums paid by the
annuitants was a credit on Line Item 042; isn't that
correct?

A. Yes.

Q. And in'August when you made the calculation
you did this on -- for Line Item 042 your calculations
was made on the claims experience to date from January
l to the date that you made 1t in August of the year
previous to the budget? 1Is that too confusing?

a. It is confusing. Would you explain that?

Q. In August when you made the calculation for
the next budget, you took the claims experience from
January 1 of that year of the August year?

A. Yes.
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Q. And then you added to that the projection for
the balance of the year, correcgk?

A Yes.

Q. And added inflation factor?

A, Yes. The inflation factor that was present in
the medical field, yes.

Q. But in that experience and in that calculation
the annuitants, spouses and widows were included in the
projection?

A Yes, they were.

Q. And that was for -~ and that was the
prbjection that you made and that was for '86, '87 and
'88, correct?

a. Yes.

Q. In '86 you never told anyone that the
annuitants should not be included in the projection for
the preparation of Line Iﬁem 0427

A, That issue was never around in 1986.

Q. And is it safe to say that you never told
anybody in 1987 that they should not be included in the
projection for 0422

A. Again, that was not an issue in 1987.

Q. But that really is not my question,

Mr. Fattore. S
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THE COURT: You move to strike it as being
unresponsive?

MR. HEISS: I move Lo strike.

THE COURT: 1It will be stricken. Pose the question
again.

BY MR. HEISS:

Q. In 1986 and in 1987 you never told anybody
that the annuitants should not be contained in the
preparation for 042, did you?

A, No.

Q. Mr. Fattore, I'm going to¢ hand you what has
already been received in evidence Exhibit Number 28 and
ask you if you are the author of this instrument
October 2, 15877

A, Yes.

Q. And that was used for the preparation of the
budget for 19857

THE COURT: What exhibit igs this?

MR. HEISS: 28.

THE WITNESS: This was used to the preparation of

BY MR. HEISS:
Q. What d4id I say '857?

A. Yes.
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I apologize. I meant the 1988 Budget; is that

Yes,

I'm going to hand

Defendant's Exhibit Number

BY MR. HEISS:

Q.
predated
19872

A.

Q.
or about

A-

Qo

Exhibit Number 28

28 -~ I'm sorry.

Yes,

you what has been marked as
27.

(Whereupon, said document
was marked Defendant's
Exhibit Number 29, for
identification, as of

6/22/88.,)

was a memorandum that you

That's dated October 2,

Is that safe to say that it was submitted on

the day it bears?

Yes.

And then following that memorandum on October

5, 1987, you submitted a memorandum to the Budget

Director, Sharon Gist Gilliam, and that's represented

by Exhibit 27;

A.

Q-

Yes.

is that correct?

And that's dated October 5, 19877

ROP 411
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A. Yes,.

Q. Is it fair to say that at that particular time
that it was submitted on or about the date it bears?

A. Yes.

Q. Now, in your memorandum principals in 1987,
you had made a recommendation to the Budget Director at
this time in early October to separate out of 042 the
City plan HMO and mail order prescription, did you not?

A, Yes.

Q. But at that time in October of 19287, you
didn't indicate any -- you made no indication to
separate out annuitants?

A. I indicated that that should be considered.

Q. But you made no recommendation. In fact, you
didn't say I neither agree nor disagree with changing
the premium?

A Yes.

Q. S0 and the premium structure and you, in fact,
at that particular time had not separated out the
annuitants?

A. No, I did not.

Q. And then on that memorandum that's dated
October 5, -~ I'm sorry Exhibit Number 28 you received

a memorandum. That memorandum back from the Budget

ROP 412
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Director ¥rs. Gilliam and she noted =-- she put a note
to you that said Ryan litigation; is that correct?

A, There is a note on this that says, "Ryan

Q. After that note is that when you then decided
to take out annuitants out of the 1988 Budget?

A, I don't know if it was at that time. It was
prior to October 15,

Q. Prior to the preparation of the 1988 Budget
there was never any instruction by you to cut anything
from Line Item 042 for annuitants, was there?

A, Ho .

Q. For the 1988 Budget $18 million was removed
from the budget for Annuitant Health Care, was it not?

A. Yes.

Q. The sole reason that you took out of the
budget the amount for the annuitants, the widows and
the spouses was because of the size and the cost for
the year 1988 -- for the budget for 198B; isn't that
true, Mr. Fattore?

A. I'm not sure I understand your question.

Q. I'1l try and repeat it.

The sole reason that you took out the 18 ~= is

it fair to say it was $18 million -- I get confused

ROP 413
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whether it was $18 or $20 million. You said it's s18,
I said it was $20.

A. Yes.

Q. %18 million for the annuitant for the year
198B8; is that correct?

A, Yesg.

Q. And the sole reason that that was taken out at
that particular time in 1988 was because of the cost
the size of that $18 million; isn't that correct?

A. The reason why it was taken out is I was
instructed to do so and that was the figure that was
caiculated.

Q. But the reason or the difference that it was
taken out of '88 for '87 was because of the size,
wasn't it? Wasn't that the factor?

A. The cost was growing, yes, over the years.

. And that was the so0le factor in your mind?
I'm not asking you to get into the mind of anybody
else, but the sole factor you at that time =- I think
you were the Senior Budget Analyst?

A. Supervising Budget Analyst.

Q. Which is a greater position principaled or at
least equal to?

A. Greater title.
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Q. And in your mind the only reason it was
removed was because of the size that You were to remove
it?

A. I don't know that that's true.

Q. Well, Mr. Fattore, do you remember when your
deposition was taken on May 27, 1983 where Ms. Beckett
was present and all counsel were present at =- I think
were you taken at the Municipal Office.

Do you remember that the first time your
deposition was taken?

A. Yes.

Q. Ms. Beckett, on page 6.

Mr. Pattore's deposition was -~ the question
was asked:

"QUESTION: What was different about '87 that
you requested an opinion from corporation counsel in
that year and not in the previous years? Were you
involved? And this was your answer.

ANSWER: Because of the size of the increase
from 1987 to 1988, we new that in order to try and
maintain expenditures at some reasonable level that we
needed to do something.

And this guestion was agked.

QUESTION: Prior to you coming here today --"
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Did you review Sharon -~ that's -- was that

your answer? Was that given to you and was that your

answer?

A. Yes.

Q. S0 it was the size of the increase; isn't that
correct?

A. Among other things, yes,

MR. HEISS: Mr, Fattore, I have no further
questiqns.

MR. FORDE: HNo gquestions, your Honot.

THE COURT: Firemen's.

MR. BURNS: No questions, your Honor.

THE COURT: Interveners?

DIRECT EXAMINATION

BY MR. KRISLOV:

Q. Mr. Pattore, the person that told you to take
it out was Mrs. Gilliam, right?

A, fes. She was my direct supervisor.

Q. And that's personally instructed. Neo other
guestions.

MR. HEISS: Your Honor, before Ms. Beckett
cross-examines, I would like just Exhibits 26, 21, 24

and 27 to be admitted into evidence.

THE COURT: Any objection to 267

ROP 416
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BECRETT: ©No objection, your Honor.
COURT: 217

BECKETT: No objection from the City, your

COURT: 277

BECKETT: No objection from the City, your

COURT: They will be received. Strike the

identification marksa.

MR.

THE

MR.
THE
MS.
THE
MS.
THE

MR.

{(Whereupon, the document was
raceived in evidence as
Exhibits 26, 21 and 27.)

HEISS: 24_&150, your Honor.

COURT: 24.
{(Whereupon, the document was
received in evidence as
Exhibit HNo. 24.)

HEISS: Thank you, your Honor.

COURT: Any crogs-examination?

BECKETT: One moment for conference, please?

COURT: Sure.

BECKETT: No questions, your Honor.

COURT: You may step down, sir.

FORDE: Your Honor, that concludes the evidence

ROP 417
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of the counter-plaintiffs on the counterclaim except
that there are a number of exhibits that are included
in our stipulation that were not offared through a
witness and we would like to put those exhibits in
avidence unless there's an objection and other then
that we're prepared to rest.

THE COURT: I take it the stipulation which was
filed June 1988 executed by all of the attorneys with
the appended Exhibit A which consists of four pages?

MR. FORDE: Four pages. At that time 50 listed
exhibits.

THE COURT: 50, correct?

MR. FORDE: And 5-0 and there were other exhibits
not on that list offered and those have been admitted,
but there are -- some of the ones on that list have not
been admitted through a witness and we would like to
admit them now and then we would rest,

THE COURT: They're being stipulated to. They will
be received.

(Whereupon, the documents was
teceived in evidence.)

MR. BURNS: The City reserved the right to object
on the basis of relevance.

MS. BECKETT: We now waive that objection, right,

ROP 418
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vancy.

MR. BURNS: Your Honor, there's been testimony with

regards to Exhibit 35 and I also have marked and have

furnished copies, Defendant's Exhibit 54,

They're not

on the exhibit 1ist stipulation. I would offer them at

this time.

THE COURT: Counsel, have you seen 547

MS. BECRETT: Yes., I'm familiar with thai exhibit.

THE COURT: Any objection?
MS5. BECKETT: No objection, your Honor.

THE COURT: Defendant's Exhibit 54, Mr.

Burns, for

the record may be received, but would you kindly

describe it in the record

(Whereupon, the

document was

received in evidence as

Defendant's Exhibit HNumber

54.)

THE COURT: Tt's a brochure of the City of Chicago

Medical Benefits Plan bearing the date October 1, 1984;

is that correct?

MR. BURNS: Correct.

MR. FORDE: That's correct, your Honor.

THE COURT: Anything else?

MR. BURNS: Yes. I also have two gtipulations of
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facts that have been executed by myself and Ms. Beckett
with respect to testimony that would have been offered
by annuitants of the Firemen's Annuity Benefit Fund.

One is a stipulation of fact concerning Jogeph
Quinn's testimony and stipulation of fact as to five
individuals by name Carlisle, C~a=-r~l-i-s-1-e, Moore,
M-0-o-r-e, Arthur Ralicki, R-a-l-i-gc-k-i, Arnold
Feinberg, P-e~-i-n-b-e-r-g, Frank Oman, O-m—~a=-n, and
John Talley, T-~a=l~l=-e-y.

THE COURT: Descriptions have been executed by
Ms. Beckett and yourself, they will be received.

(Whereupon, document was
received in evidence.)

MR. HEISS: Your Honor, on behalf of the Laborer's
and Municipal, I have a stipulation which has been
stipulated to by Ms. Beckett and myself. It is very
gimilar to police. Many of the items admitted deciding
the differences have been set forth in &the stipulation.

THE COURT: Stipulation of facts?

MR. HEISS: Yes.

THE COURT: Stipulation of facts will be received.

(Whereupon, the stipulation
of facts was received in

evidence.)
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MR. HEIS8: Your Honor, I discussed it with
Ms. Beckett, but what we would like to do is follow the
consecutive remarks in exhibits that have been in
admitted in evidence 30 we're writing on the subject
that we're not referring to several different exhibits.
So what I'd like to do is what was the last number that
you just had in this sequence of evidentary exhibits?

THE COURT: That Mr. Forde referred to?

HR.‘HEISS: Yes.

THE COURT: 5-07?

MR. BURNS: 54,

M3. VEERHUSEN: 54 we've marked.

MR. FORDE: 1 through 50 s0 that we have it
straight were Defendant's Exhibits listed on our
gtipulation, all of those have been admitted and then
there was Exhibits 51, 52 and 53 and 54.

THE COURT: Which have been received.

MR. FORDE: Which have been received and so the
next Exhibit is 55.

MR. HEISS: 1I'm going to repeat the previous
exhibit and renumber as we go. If you have any
objection, I think for the stipulations for the record
is clear.

Defendant's Exhibit 55 was introduced as

ROP 421
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Municipal 1. 57
Municipal 3 -~ I
Municipal would
THE COURT:
MR. HEISS:
THE COURT:
MR. HEISS:
THE COURT:
MR. HEISS:
THE COURT;:
MR. HEISS:

THE COURT:

to get the benefit.

MR. HEISS:

THE COURT:

MR. HEISS:

THE COURT:

MR. HEISS:

THE COURT:

MS. BECKETT:

THE COURT:
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t Number 1. 56 was introduced as
was introduced as Municipal 2 and 58,
‘m sorry that's wrong., 57 is right.
be 1. 58, Municipal 2.

55 is Laborer's Number 1?

Yes,

56 was HMunicipal 1?

Yes.,

57 was Municipal 27

Yes,

58 is what?

Municipal 3.

Should be 3 which is when you call in

That's 58.
All right. Go ahead.
Then Laborer's 59.
Laborer's Number 2.
Is 59,
60 will be Laborer's Number 3.

City has no objections to these.
Received,

(Whereupon, the documents were

received in evidence.)

ROP 422
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THE COURT: Defendant Counter-Plaintiffs, have all
your exhibits been received?

MR. FORDE: Yes.

THE COURT: Do the Plaintiff Counter-Defendants
rest?

MR. FORDE: We rest, your Honor.

MR. HEISS: Municipal and Laborer's rest.

MR. BURNS: Defendant Counter~Plaintiff for the
Firefighter's rests.

THE COURT: What's the pleasure of the Intervener
before I call on the City?

MR, RRISLOV: We would just assume the City
completes presenting it's case, we may not have anymore
witnesses that we would need to call ourzelves and it
may shorten the time just to proceed through the City's
direct case.

THE COURT: All right. All the Defendant
counter=-plaintiffs have rested. City what is vour
pleasure?

MS. BECERETT: One moment, please. Your Honor, the
City wishes to proceed at this time with the production
of exhiblts.

THE COURT: Proceed. Ms. Beckett, are you

referring to Exhibit 1 through 47
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MS. BECRETT: I produced a stipulation listing.

THE COURT: 51.

MS. BECKETT: Through 51 and I will be presenting
Exhibits 52 through 55 adopting a City exhibit already
in evidence presented by the Plaintiffs
Counter-Defendant.

THE COURT: I want you to know that the stipulation
covering your group of exhibits through -- including 52
only bears your signature.

MS. BECKETT: Your Honor, I wish to tender at this
time a completed stipulation bearing signatures of all
codnsel.

THE COURT: Thank you. I'll see that it's stamped.

HS. BECKETT: Please excuse the delay. I just
wanted to make sure I have enough copies for counsel.

THE COURT: That's quite all right.

M5. BECKETT: Your Honor, at this time the City
movesa for admission of all exhibits listed with the
exception of the following six.

MR. HEISS: Excuse me, Just let -me catch up here,
Okay.

THE COURT: No. 6.

MS. BECKETT: Yes. These are the exceptlons,

Number 6, Number 7.
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THE COURT: Let the record reflect that on the
stipulation itself I am going to mark "Accepted"
opposite the numbers that are being referred to.

MR. FORDE: I undarstand that 6 has not been
offered.

M5. BECKETT: That's correct.

THE COURT: That's correct.

M5. BECKETT: For the record T am going through the
list of exhibits on the City's stipulation and produce
those that we shall not be moving to the production of.

THE COURT: 6. Go ahead.

5. BECKZTT: 6, 7, 8.

THE COURT: Proceed.

M3. BECRETT: 14. And the record may reflect 14
was already admitted as an exhibit for the
Counter-Plaintiffs.

THE COURT: Proceed,

MS. BECRETT: 17 is another Exhibit, I believe, is
already in evidence. 24.

THE COURT: Proceed.

MS. BECKETT: 25.

THE COURT: Proceed.

MS. BECKETT: 29.

THE COURT: Proceed.
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MS. BECRETT: 37.

THE COURT: Proceed.

MS. BECKETT: 38.

THE COURT: Proceed.

MS. BECKETT: I might have 46. I'd like to verify
that for a moment before I make that an abgsolute
certainty. 46 will not be introduced aeither.

THE COURT: You're accepting that?

MS. BECKETT: Yes.

THE COURT: All right.

MR. RRISLOV: Your Honor, could we run through the
numbers one more time.

THE COURT: I will go through them. I don't know
if Ms. Beckett is finished yet.

MS. BECKETT: I have finished with my axhibits that
I do not wish to include at this time.

THE COURT: Hold on just a moment. I want to reagd
that the following numbers have been accepted from the
52 on the stipulation: 6, 7, 8, 14, 17, 24, 25, 29,
37, 38, and 4e6.

THE COURT: You may proceed, Ms. Beckett.

M5, BECKETT: At this time I wish to move for the
admission of the remaining exhibits,

THE COURT: Before you proceed with that let the
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record reflect that a motion has been made for the
admission of all of the othar exhibits set forth on the
stipulation. Except for those that have been accepted,
of course.

MR. BURNS: Your Honor, I may have objection to
relevancy, materiality as to some of these documents.

MS. BECKETT: Your Honor, I can produce two ways of
proceeding with the Court's indulgence. What I wish to
do today is to briefly address each exhibit and explain
it's relevancy and materiality. I can do that first
and allow counsel to listen to that and --

THE COURT: You.can reserve your objection.

MS5. BECKETT: Or make their objections at the end
and/or list specific exhibits now and I can speak to
those.

MR. HEISS: Before we start --

THE COURT: They've not been received as yet.

MR. HEISS: I understand.

Before we start, it would make a lot more
sense to me if I had coples of what she's referring to
so that I c¢ould see what she's referring to in the
stipulation.

THE COURT: Tell you what, what do you say we

recess for about ten minutes and you can give them what
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you're going to be doing so we won't be crossings over
in front of here.

MR. BURNS: Thank you, your Honor.

MR. HEISB5: Thank you, your Honor.

MR. EKRISLOV: Thank you, your Honor.

(Whereupon, a recess was
had.)

TRE COURT: All right. Ms. Beckett, you may
proceed,

MS. BECKETT: Thank you, your Honor. What I wish
to do now simply is to review and describe briefly the
exhibits that the City will be tendering. Handing to
you copies or referring you to copies already in
evidence as I describe the City's exhibits.

MR. FORDE: Judge, there's no objection to the
list.

M5. BECKETT: So in that case -~

MR. FORDE: They could be admitted.

MS. BECKETT: 1In that case I wish to move them into
evidence,

THE COURT: All right. You are moving into
evidence., All of the exhibits listed on the
stipulation except for those that have been accepted on

the record; is that correct?
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MS. BECXETT: 1Is that correct.

THE COURT: There being no objection all other
exhibits listed on the stipulation will be received.

(Whereupon, the documents
were received in evidence
listed in the stipulation.)

M8, BECRETT: For the record I wish to make one
correction to a description listed on page 4 of the
stipulation. I have been advised that Exhibit 36
should be properly described as, "Unidentified perszon's
notes from June 1985 meeting at the benefit management
office."

THE COURT: 36 was ~=- it says: "Minutes from the
dJune 5, 1985 meeting of the Firemen's Annuity Benefit
Fund." You wish to amend that?

MS. BECKETT: Just for descriptive purposes, I wish
for this to read, "Unidentified Person's Notes from
dJune 5, 1985 Meeting at the Benefits Management
Office."®

THE COURT: I put that in parenthesis at the end
"Unidentified Person's Notes at the January 5 Meeting
at the Benefits Management Qffice."

THE COURT: 1Is that it?

MS. BECKETT: Yeas.
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THE COURT: For the purposes of the record -~

MR. BURNS: Excuse me, your Honor. I didn't -= I'm
not certain I heard what you read as to what you wrote.

THE COURT: The way it's originally described as in
January 5 of the Firemen's Annuity Benefit Fund. I put
in parenthesis "Unidentified Person's Note at the
Benefit's Pund."

MR. BURNS: 1It's not the Benefit Funds Office
because it was notes of a meeting that was held at the
City's Benefit Management's Office. It has nothing do
with the trustee's meeting or Annulty Benefit Fund
meeting,

THE COURT: Hold on. The original notes here in
type says, "Meeting of the Firemen's Annuity Benefit
Fund.

MS. BECRKETT: That's right, and that is in error.
That is the City's error and we are on advice of
counsel for the Firemen's Fund which is we pull this
document. I have requested that we anend the
descriptive language.

THE COURT: Might I suggest that you Prepare an
amendment to 36 and append it to this. We'll say "Sce
Amendment Attached."

MR. BURNS: All right.
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MS. BECKETT: All right.

THE COURT: For the purposes of the record, the
following exhibits have been received with no objection
on behalf of the City of Chicago: GBxhibits 1, 2, 3, 4,
5, 9, 10, 11, 12, 13, 15, 16, 18, 18, 20, 21, 22, 23,
26, 27, 28, 30, 31, 32, 33, 34, 35, 36 to be amended,
39, 40, 41, 42, 43, 44, 45, 47, 49, 50, 51 and 52.

You may proceed, Ms. Beckaett.

MS. BECKETT: Thank you, your Honor.

M8. BECKETT: The City hasg adopted -~ the first
document I wish to discuss has already been admitted
into evidence and that is the Fund's Exhibit 33. The
City has.identifiad it and adopted it as it's Exhibit
3. That is the City of Chicago Medical Benefits Plan,

MR. BURNS: Excuse me, your Honor, are we having
closing argument now?

MS. BECRETT: No. And I do not intend to be
argumentative. I merely wish to bring it to the
Court's attention those aspects as being exhibits which
I believe are important and address the points that we
raised in our opening statement as well a3 to be raised
in the briefs.

MR. BURNS: Are we going to file post -- excuse me,

your Honor. If we're going to file post~hearing
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briefs, I submit that the City didn't point out then
anything thét it considers important. I did not
comment on the exnibits that we offered as why we -- I
think that's properly for brief.

THE COURT: I don't think this =-- can this be
offered in your trial briefg?

MS. BECKETT: It can and will be covered, your
Honor. I believe it's important to be able to discugs
briefly these exhibits. we only intend to present two
more witnesses and I don't believe it is a waste of
time to --

THE COURT: I will not precluding her from
presenting her case. I'm going to give her an
opportunity to go ahead this way. You may proceed.

Exhibit 3 for the City is the same as
Defendant's Exhibit 30, am I correct?

MS. BECKETT: Right.

THE COURT: You may proceed.

M3. BECKETT: DProduce this to address three basic
points. Pirst of all, our argument that a specific
pPlan would control a plan or understanding. Secondly,
you will not £ind in ite plan within it a reference to
any City Counsel approval for this plan and finally,'

there's no reference to the plan to any other kind of
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authority. -

The next exhibit I wish to refer to is Exhibit
2 and I'm handing you a copy of Exhibit 2. It is an
April 21, 1982 selection from the April 21, 1982
journal of the City of Chicago which is a resolution.

I draw your attention to the first line of that
describing the Annual appropriation ordinance and what
it takes into consideration.

This goes on further to setout the purpose,
describes benefits for positions and you will gee in
this document and I'm drawing your attention
specifically to page 10;80, letter H that this is for
the Administration and Maintenance of the Employee
Benefit and Compensation Plan.

Only individuals or family employees are
referred to in this document and as far as we know this
is the only specific City Counsel authorization in
existence regarding employee benefit -- or Health
Benefit Plans. There's nothing in in document that
refers to Retiree Medical Care.

Next I'm handing you what has been accepted as
the City's Exhibit Number 1 for identification which is
the Executive Order Number 84-4, which is an order to

provide for the efficient administration of Hospital
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and Medical Coverage and Dental and Optical Programs
for eligible employees.

Now, the City of Chicago and their dependents,
you will see on the first page and as a matter of fact
in the second paragraph on this first page, the whereas
clause refers specifically to the authority for this
executive order and that authority is the City Counsel
Resolution contained in Exhibit 2.

Again, this executive order refers only to
employees. There is a great deal of detailed language
regarding a plan for employees. There is no reference
to'retirees. The.next exhibits that I will address en
masse aré a4 series of Collective Bargaining Agreements
between the City of Chicago and several of it's
employees., Those are: Exhibits 30, 31, 32, 33, 34,
and 35,

Mr. Holland testified briefly regarding the
Collective Bargaining Agreement for the International
Brotherhood of Electrical Workers. I'm handing to you,
your Honor, those agreements. In order to draw your
attention to those provisions, although I can redo the
entire agreements, I only wish to draw your attention
to specific portions of these and I will briefly

identify those,
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In Exhibit 30, which is the agreement between
City of Chicago and what is known as the FOP or the
Fraternal Order of Police. Two provisions which we
believe are significant. I should -- before I go into
each of these, the argument we're addressing here is
the City's response to the claim that health care for
annuitants, terms and condition of employment in these
contracts which expressly state the tarms and
conditions of employment for several hundreds of City
workers,

We will see as I go through and identify these
that they are silent as to the guarantee as a term and
condition of employment of health care Ffor annuitants,
and you will also see that each of these contains what
is known as an "Entirety Clause," where that is a
clause within the contract which says that it contains
the complete agreement between the parties.

In the FOP Agreement, those ~- the Article IT
recognizes that it only addregses =-- recognizes the
lodge as the Collective Bargaining Agreement for
employees. That is found on page 1. 31 the complete
Agreement Clause. The Entirety Clause is found on page
47.

THE COURT: Page 477
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MS. BECEETT: Page 47,

And this particular contract refers to health
Care coverage in the memorandum of understanding found
on page 49.

MR. BURNS: Your Honor, could I ask for the
effective dates of these labor agreements so that -- we
don't have the entire document, we have @xcerpts and if
Ms. Beckett would give the effective dates, it might
help us.

MS. BECKETT: 1 believe this POP agreement states
on the cover which is effective hare December 31, 1885
or '86,

MR. BURNS: Your Honor, I was interested in the
beginning date.

THE COURT: First letter in there is October 1984,
September. I can't read the date.

MS. BECKETT: I apologize for that. I believe
that's right, October 1584.

Exhibit 31 is the AFSCME Contract. The
effective signature date on this, I believe counsel do
not have, is December 13, 1985. I draw the Court's
attention to Article X which is found on page 19, which
desc;ibes_Group Health Provision Care, Dental, Life

and Optical Benefits, and again, that's only for active
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employees and to Article XXV found on Page 66 which is
the Entirety Clausa.

Our Exhibit 33 is the Collective Bargaining
Agreement between the IBEW and the City. Afticle VI
found on page 15 addresses Group Health Provision Care,
Dental, Life and Optical Benefits only for active
employees. The Entirety Clause is found in the middle
of page 41. Exhibits 33, 34 and 35 contains identical
Group Health Provision Care, Dental, Life and Optical
Benefits and identical Entirety Clauses respectively.

Respectively, Exhibit 33 is with the
international agreement with the International
Brotherhood of Carpenter's. Exhibit 34 is the
agreement of State Municipal Teamsters Shepherds and
Helpers Union. Exhibit 35 is City of Chicago
Journeymen, Plumbers Local Union.

For the court's convenience, T will just
briefly list the article number and the page rather
than recite the terms of each. Exhibit 33, Article IX
is found on page 15, Article XVIII is found on page
38.

THE COURT: Okay.
MS. BECKETT: Okay. Exhibit 34, Article IX is

found on page 20. Article XVIII is found on page 40,

ROP 437
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And finally Exhibit 35, Article TX is found on page 15
and Article XVIII is found on page 40,

THE COURT: Article what?

M3. BECKETT: 1IX and XVIII. Article TX is found on
page 15. Article XVIII is found on page 40.

THE COURT: It's on my note., T guess it's stuck
here. I go from 33 to 34, 34 I also have. I have it.
MS. BECKETT: Okay. Also, for the record, these
clauses in the labor contract between the Firefighters
and the City were apoken to during my cross-examination
of Mr. Holland and he read into the record portions of

the Entirety Clauses in thoge.
Next, I wizh to discuss the question of City

Counsel approval for budgets., BExhibits -- the funds
have already been admitted into evidence. Exhibit 36
through 40 the City has renumbered ag the City's
BExhibits 53, 54, 55, 56, 57, and 58. Thoge same pages
I've highlighted certain portions for the Judge's
convenience and hand them up to you and move for their
admission into evidence.

THE COURT: 53, 54, 55, 56, 57, and 58.

M5. BECKETT: Do you have a copy?

THE COURT: Have you sesn these?

MR. FORDE: We've been told what they are. T just
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would like to review the highlighting and also, your
Honor, we will arrange =-- we have introduced pages.

THE COURT: I'm aware of that. This is
duplicitious to some respect,

MS. BECKETT: Not duplicitious, duplicative.

THE COURT: Okay. 1I'l11 stand corrected.

MR. HEISS: I'm not quite sure of the difference.
Could Ms. Beckett please define this if the Court
please?

MR. FORDE: We'll address them in our briefs, but
we will have =~ these are pages of the budgets. We
wiil have the entire budgets by the way. We should
have those in the records.

THE COURT: These are Bxhibits 53 through 58,
correct?

MR. RRISLOV: Your Honor, just I presume that what
we're talking about is Line Item 042 has been
highlighted on these?

MR. FORDE: VYegs, And certain others. We certainly
wouldn't let these go to a jury highlighted 1like this.

THE COURT: I'm aware of that Mr. Forde. All right
53 through 58 will be received

(Whereupon, Exhibits 53

through 58 was received in
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evidence.)

MS5. BECXKETT: What I wish to show very simply,
your Honor, is that the City Counsel has repeatedly
appropriated a great variety of employee benefits and
those are what are highlighted. Employee benefits such
as health care which you'll find in Line Item 042 and
other benefits such as life insurance, dental ingurance
and optical coverage over these benefits is highlighted
on each of these exhibits.

And as you've heard in testimony and it's
already been admitted into evidence, the language about
042 iz identical for the year 1985 and the City -- of
course this is evidence the City Counsel can draft and
pass language that says exactly what it intends to say
and obviously legal conclusions are to be drawn by you.

The last category of document I wish to
address today has to do with the idea of increasing
premiums, and what I'm handing up to you is a whole
Pile of documents. They're in chronological order, but

the exhibits are not in numerical order. I can read to

- you now the numbers of the all the exhibits for the --

counsel, also has piles of the exnibits. I should
remove the identifying tags. These are Exhibits 37,

38, 9, 10,
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THE COURT: 38, 39 or just 92

M3. BECKETT: HNumber 37, 39 then we go back to
Exhibits 9, 10, 11, 40, I think I left out 39, I'm
sorry that came before 11.

THE COURT: 397

MS. BECRETT: 39, 11, 40, 41, 12, 13, 42, 43, 44.
Now, we're going back again 15, 16, 18, 19, 20, 21, 22,
23, 45, 26, 27, 28, 47, 49, 50, 51 and 52.

THE COURT: 507?

MS. BECKETT: 50, 51 and 52 I'm handing them up to
you. These are clean. They have not been highlighted
in any manner.

MS. VEERHUSEN: Excuse me, were numbers 37 and 38
the beginning of your iist?

THE COURT: 37 and 38,

MS. VEERHUSEN: I thought those were excluded from
your exhibit ligt?

MS. BECKETT: Oh, no. Then I'1l]l have to =--

THE COURT: 37 and 38 were excluded.

M5. BECKETT: You're right.

THE COURT: 1I'm retendering them to you.

MS. BECKETT: Let me review them for a moment,
please.

Counsel, T apologize. I mistakenly excluded
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them., Would you like to review your decision to admit
the documentsa?
MR. HEISS: 1In other words you want to ==
MS. BECKETT: I changed my mind, I wish to adnit
37 and 38, I erroneously failed to ==
MR. BURNS: Firemen have no objection, your Honor,
MR. HEISS: Laborer's have no objection.
MS. VEERHUSENW: No objection.
THE COURT: Remove the accepted marks and 37 and 38
will be received.
(Whereupon, the document was
r2ceivad in evidence as
Exhibits Number 37 and 38.)
MS. BECKETT: Thank you, your Honor.
These exhibits which date from 1965 through
1985 simply show a 20-year history of the City
increasing premiums charged the City or it's agents or
insurance companies with whom the City or it's
annuitants were doing business increasing premiums.
Starting in 1965 the Blue Cross/Blue Shield
rate aé is shown on Exhibit 37 was $9.74 a month for
single coverage, $30.58 for family coverage.
THE COURT: £38 what?

MS. BECKETT: $30.58.
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THE COURT: $30.58,

MS. BRECKETT: Two years later those rates went down
as we'll see in Exhibit 38, but by 1975 they had been
again been raised substantially up to $24.20 for single
coverage, $%7.40 a month for family coverage.

Rather than go through every single year
reflecting changes, let it suffice to say you'll see in
chronological order the pattern of increases up to the
year 1982. What is reflected in Exhibits 21, 22, 23,
and 45, the rates that have remained in effect until
now the $55 for single, 4150 per family were
instituted.

You can see from these documents that in 1983
an increase was requested. There's been testimony to
that and that attempt was foiled. In 1984 rate
increases were considered and never implemented and
then in 1985 as is shown on Exhibit 36 at the bottom at
leagst one unknown individual attending a meeting
believed that there would be no increase in rates that
year or until further notice.

When they say "until further notice™ it's
c¢lear that one can infer that there was no promise of
no rate increases, but that there might be one in the

future. We see from this history that %the City and
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it's agents have been able o raise premium rates.
There's no contractual prohibition against raising
premium rates. As a matter of fact changing the
contracts in any other way,

We thank the Court for affording us the time
to describe these exhibits and reguest the opportunity
further to discuss them in our briefs and also reguest
time tomorrow to present two witnesses.

THE COURT: We're going to recess this trial until
tomorrow. Can we start at 2:00 o'clock tomorrow? You
think you can finish in the afternoon?

| I take it you're all going to reserve your
final arguments -- your closing arguments under the
circumstances for your trial briefs, correct?

MR. FORDE: Right.

THE COURT: And the Interveners has to make a
decision as to whether he wants to put any witnesses
on?

MR. RRISLOV: Depending on the two witnesses the
City calls, we may not need to call any witnesses and
may be able to close at the conclusion of their case as
well as -~ may I Kknow who those two are?

THE COURT: You have who the witnesses are?

MS. BECEETT: Martin Oberman. Former Alderman
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Martin Oberman. We do not know whether the second
witness will be available and, therefore I, can't say
who it is.

THE COURT: You are now informed that one of them
will be former Alderman Martin Oberman.

MR. KRISLOV: We may have two short witnesses then,
your Honor, but we may not just require working it out
with the City.

THE COURT: We'll until 4:30 and if you have to
have sometime Friday, you'll get Priday. 2:00 o'clock
tomorrow.

(Which were all the

proceedings had this date.)
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STATE OF ILLINOIS }
} 885

COUNTY OF C O O K )

MARCELLA A, WILLIAMS, being first duly sworn,
on oath says that she is a court reporter doing
business in the Ccity of Chicago; that she reported in
shorthand the proceedings given at the taking of said

hearing, and that the foregoing is a true and correct

aforesaid, and contains all the proceedings given at

said hearing.

jﬁ/]muﬂa Q. B(/LU{MM

Certified Shorthand Reporter

SUBSCRIBED and sworn to
before me this 32-3 day

of Onne” 1984,
’

Notary Public
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STATE OF ILLINOIS)
3 53
COQUNTY OF COOK 3
IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT - LAW DIVISION

CITY OF CHICAGO,

a municipal corporation, }
Plaintiff, )

vs. y No. B7 CH 10134
MARSHALL KORSHAK, et al., )
Defendants, | )

REFPORT OF PROCEEDINGS at the trial of the
above-entitled cause before the Honorable ALBERT
GREEN, Judge of said Court, on the 23rd day of June
1988 at the hour of 2:00 o'clock p.m,

APPEARANCES:

HON. JUDSON K. MINER

Corporation Counsel

BY: MS. AMY LOUISE BECKETT

Assistant Corporation Counsel
and

HOPKINS & SUTTER

BY: MR. WILLIAM CARLISLE HERBERT

on behalf of City of Chicago;
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AFPEARANCES: {Continued)
MR. KEVIN M. FORDE
MS. KATRINA VEERHUSEN

on behalf of The Police Annuity Fund;

JACOBS, BURNS, SUGARMAN & ORLOVE
BY: MR, MARTIN J. BURNS

on behalf of Firemen's Annuity Fund;

BOYLE AND HEISS
BY: MR. FREDERICK HEISS
and
MR. WILLIAM A. MOROVITZ
on behalf of Municipal and Laborers’

Fund;

SACHNOFF, WEAVER & RUBENSTEIN, LTD.
BY: MR. CLINTON A. KRISLOV
on behalf of the Annuitant

Interveners.,
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THE COURT: Good afternoon, ladies and
gentlemen,
I understand the case on trial will bhe
delayed awaiting a witness.
(Short pause.)
THE COURT;: Again, good afternoon ladies and
gentlemen. City versus Kaorshak, 87 CH 10134.
Let the record reflect that this is a trial
in progress on a preliminary injunction on the
counterclaim.
The Plaintiff has rested. The City has
started its case,.
Miss Beckett, are you ready to start your
case,
MS. BECKETT;: Yes.
Your Honor, the City would call to the
gtand Miss Toni Hartrich.
THE COURT: Take the stand please, ma'am.
THE COQURT: Would you raise your right hand
Please.
(Witness is sworn.)
THE COURT: Have a seat, ma'am.

For the record please state your full name

and spell your last name.
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THE WITNESS: My name is Toni Helen Hartrich,
H~a-r=-t-r-j-c-h.

THE COURT: Your witness,

MS. BECKETT: Thank you, your Honor.

TONI HARTRICH,
called as a witnesgs herein, having been first duly
sworn, was examined and testified as follows:
DIRECT EXAMINATION

BY MS., BECKETT:

Q. Miss Hartrich, what is your occupation?

a. I'm a senior résearch associate for the
CiQic Federation of Chicago.

Q. Could you please summarize your educational
background for the court?

a4, I have a Ph.D. in public policy analysis
with an emphasis on fiscal policy from the
University of Illinois at Chicago and a masters in
urban planning and policy, also from the University
of Illinois at ChicagoT

Q. Would you please summarize your employment
history? |

A. Currently, well for the past two years I've
been working with the Civic Federation as their

senior research associate. Prior to that I was
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working as the public advocate for assessments and

taxations for Montgomery County, Maryland.

Q. What is the Civiec Federation?
A. Actually the oldest civic group in
Chicago. It was formed in 1894 in Chicago and is

concerned about -- it's a taxpayers’ watchdog group
basically concerned about public finance and public
delivery of services. |

Q. Who funds the Civic Federation?

MRE. FORDE: Objection to the relevance of any of
this, your Honor. I thought the first few questions
were preliminary. But this is clearly irrelevant.

THE COURT: What's the purpose of the question?

MS. BECKETT: Your Honor, if I may T would like
to make an offer of proof.

THE COURT: Could we have the witness step off
the stand, matam,

MS. BECKETT: My first preface would be to do so
through the witness if that's possible.

THE COURT: Miss Hartrich, would you step off
please.

THE COURT: State your point,

MR. FORDE: Pardon me =--

THE COURT: Oh, Miss Hartrich, would you go
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through this door and stay in the corridor.
(Short pause.)
MS. BECKETT: Your Honor, the relevance of.

Mrs. Hartrich's proposed testimony and the
reason I ask what the Civiec Federation doesg is she,
if she took the stand, would testify as to the role
of the Civic Federation in the City of Chicago
appropriation process and the role that they or the
role they inact in assisting with the pPreparation of

the annual appropriations ordinance. And by saying

assist, I merely mean that they testify to the

budget, they analyze the budget, they review annual
appropriations,

She would discuss how the Civic Federation
does that. She would point out that the Civic
Federation in the past has brought issues concerning
the budget and what is in the budget to the
attention of the City Council. She would give
examples of those kinds of issues, She would
testify that the Civic Federation identifies these
issues by reviewing the appropriation language. And
she would testify as to what if anything she could
refer to or the Civic Federation could refer to in

the absence of specific appropriation language. And
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this would all be general testimony.

And then she would testify regarding Line
Item 042, And I would ask her to look at Exhibit
39, which is the language of the 1986
appropriation, I would ask her first to lock at the
line item for personal services. And then I would
ask her if the Civic Federation could determine from
that line item what the City had appropriated, the
City Council. And then I would ask her to look at
the entire ~-- look at Line Item 042 and ask her to
testify how the Civic Federation could try to bring
to the attention of the City Council any concerns it
had with respect to annuitant or retiree health care
based on the language that exists in the 1986
appropriation ordinance,.

MR. FORDE: I think it is not only irrelevant, I
think that it sounds like it's also going to invade
the province of this court in deciding the legal
issye. It sounds like it's opinion evidence on a
legal issue. And it's for the court to decide the
legal-issues.

I again emphasize that it’s completely
irrelevant as to what the Civic Federation would do

or would like to do or would like to see in the
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statute any more than you can bring in three million
citizens of Chicago who would each give their vieuws
on the budget,

I think also that her testimony, if it is
opinion testimony, is improper, because she hasn't
been designated as an expert, and I don't believe
she's called as an expert,

THE COURT: Mr. Burns for the Fireman's Fund.

MR BURNS: I don't have anything to add to what
Mr. Forde has said.

Judge, I think it's clearly immaterial.

THE COURT: Laborer's Municipal.

MR. HEISS: I have nothing further to add.

THE COURT: Intervener,

MR. KRISLOV: Nothing further.

THE COURT: You may reply.

MR. HERBERT: Your Honor, if I could have a
word.

The Counterclaimants have introduced
evidence as to one of the purposes of the language
of the appropriation ordinance, and they have said
that's the only purpose, the purpose that they say
is the one that the state has drawn up. And this is

testimony that is designed to show that there is
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more than just the purpose that the Counterclaimants
claim for the language of the ordinance. And we
wish to show that the testimony they have introduced
is not correct as to the burpose,

MR. FORDE: Your Honor --

THE COQURT: This is going to be is your
rebuttal. Go ahead.

MR. FORDE: Yes. On that point I think anything
they want to say to that they can put in their
brief, But I think what Mr. Herbert is talking
about is the guestion that reads, "Then what is the
pufpose for the additional language here elaborated
just above this starred item? What is the purpose
of having these specific line items?"

Is that what you're talking about?

MR. HERBERT: As I recall.

MR. FORDE: That was Mr., Kobasiak,

Mr. Kubasniak's testimony.

MR. HERBERT: No. The question also came up in
the examination of Sharon Gist Gilliam in which she
was asked about the understanding of Council members
about the ordinance and about, indeed, their
understanding of the history of this particular

ordinance. And that was raised by the
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Counterclaimants. And T think the other side of
that should be presented.

MR. FORDE: Well, the question that T just read,
your Honor, and it was asked again, what is your

understanding among aldermen that this language

continued to include annuitants. Those are
questions Ms. Beckett asked our witness. We didn-'t
ask those questions. And if we did there was no

objection to them.
THE COURT: A11 right. Let me tell you exactly
where this court's coming from,.

As to the interpretation of Line Iten .042
and everything that appears above 9112.000 with an
asterisk in front of it, this court will determine
its meaning. And I think the testimony of the Civic
Federation is irrelevant. And she is disqualified
as an expert. Having put her on on 220, she 1is
disqualified.

MR. FORDE: Thank you, your Honor.
THE COURT: W®Will you please tell the witness to
step back in.
(Short pause.)

THE COURT: Migs Hartrich, you are excused as a

witness.
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City, do you have any other witnaesses,

MS. BECKETT: We will ask Mr. Oberman, who will
be our next witness to step aside so we can explain
the purpose of his testimony as well as Mr. Len
Despres, who we intend to call fellowing
Mr. Oberman,

THE COURT: Mr. Oberman, may I kindly ask you to
step out of the courtroom.

Iz Mr. Despres in the courtroom?

MS. BECKETT: We expect him at 2:230,.

THE COURT: All right.

Go ahead, Ms. Beckett.

MS. BECKETT: Both Mr. Oberman and Mr. Despres
will be called to testify as former city Council
members, and in Mr. Dupres’' instance as a former
parliamentarian, to testify as to their familiarity
with the line item appropriation method that they
used as City Councilmen, to ask them about their
familiarity with the practice of the City Council,
of detailing appropriations within the starred item
categories. We would ask them their understanding
of whether the language set forth in subcategories
limits thg kinds of expenditures that can be made

under the starred appropriation. Again, that's
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testimony that came out before.

We would ask them in what way that language
limits the kinds of expenditures that can be made.
Then we would ask them whether as Clty Councilmen
they believed that the administration could take
money within the general category of personal
services and make expenditures that are arguably
those for personal services but that are not
specified within the subcategories above it,

We would ask them if they were famillar
with the practice that was testified to, I believe
testified to, regarding them taking salvage, that is
unspent moneys, from one line item and using that to
cover deficlencies for another within a general
starred category.

We would ask them further, as former city
Council mémbers, how the City Council voiced its
specific intent or that is how it acted officially
and how its official actions are made known.

We would ask them, then, whether the City
Council does speak through the languaye that it
adopts through its ordinances.

Then we would ask them whether they would

rely on the statement of somebody noet in the City
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Council as-to the City's the City Council's intent
in passing such an ordinance.

We would ask Former Alderman Oberman --

That's where our examination of Mr. Despres
would cease.

With Mr. Oberman we would continue to ask
him whether as a City Councilman he reviewed
expenditures in the finance general category that is
at issue in this case,. We would ask him whether he
reviewed these expenditures before he voted on
them,

I might add as a preliminary that.

Mr. Oberman was in the City Council at
least from 1979 through 1986. And I would ask
whether he believed -~ and Mr. Oberman would also
testify that he was one of the draftsmen of the
amendments to the City of Chicago budget
guidelines, And he would further testify that
appropriation language within these subcategories
exXxist precisely to advise aldermen and the public,
that is persons who are examining the budget, what
kind of expenditures the City Council has approved.

Then I would ask Mr. Oberman what his

understanding is of the personal services group
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account, which has been at issue in this case. And
I would ask him whether expenditures on behalf of
retirees fall under that group. I would ask him
whether his understanding of Line Item 042 was such
that it was meant to be paid on behalf of retirees,
Or another way of asking that would be I would have
him examine the starred line item for personal
services and say whether he understood that line
item was to be used for the benefit of any person
other than an active City employee given the
parameters of what personal services expenditures
aré allowed within state law and the prefatory
language in the annual appropriation ordinance.

Finally, we would ask Mr. Oberman whether
the City Council budget was ever debated and whether
he recalled it ever being disclosed in the debates
that he attended that annuitant health care benefits
were being paid under the appropriation for employee
health benefits in Ling Item 042,

I would have him examine the budgets for
this line item in the budget years 198%¢, '85, andg
'86 and compare those and ask him what the change in

language signified to him and whether he believed

. that ~-- what the purpose was of that change, what it
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signified to him, and whether he assumed that in the
years 1984 and 1986 that that language intended the
same thing as in the year 198%,

MR. FORDE: In response to that, judge, and when
we were advised that Mr. Oberman would be one of the
witnesses, we dug up a few cases that state what 1
know the court knows the law to be, that in
construing a statute the courts never allow
testimony of a legislator to testify as to what he
thinks the intent of the statute would be.
Otherwise, of course, your Honor, after Mr. Oberman
testified, we would get maybe 4% --

THE COURT: 48, She's bringing two in.

MR. FORDE: We would get the other 48 --

THE COQURT: Let the record clearly reflect that
your objection is well taken.

This court's conversant with the case where
the late representative Bernard Upton was chastised
by the upper court for giving an opinion as to what

certain insurance laws meant. And recently in a

{phonetic),. I just made a ruling oh the case at the
trial level, Representative Stetsko (phonetic)

rendered an affidavit as to the intent of the Beer
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Wholesalers Fair Deal act. And I summarily
dismissed it and struck it based on the case
covering representative Upton.

To bring in legislators to tell us what the
intent of their vote was or what a statute was is
absolutely verboten. And they will be disqualified
as witnesses.

MR. HERBERT: Your Honor, could I have ons word
just in response to Mr. Forde's statement.

THE COURT: And I want to make one more
statement, This court is the one that has been
directed to construe the statute. That is the job
of the court. And for whatever reason the a
legislator votes "vea" or "Nae,"”™ that's his
province, That's an political Jquestion. If you
don't like what they did, go to the ballot box.

As to the intent of a statute or what it
means, that's to the court. Go ahead.

MR. HERBERT: Your Honor, we wholeheartedly
agree with what you Jjust said. What concerned us
was that the Counterclaimant called for testimony of
a staff member of the Council committee to testify

about what this ordinance meant. And our purpose

- Wwas to offer counterproof on that point.
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And specifically, Mr. Kubasniak testified
that the only legal requirement imposed by the
ordinance existed in the starred line item, and that
none of the subcategory language had any legal
effect whatscever,

And we believe that it was important to
make it clear that the the City Council, as opposed
to the state, could go further than the language in
the starred line item and be more specific as to its
intent. And we believe this is true as a matter of
law, And one can determine this simply by examining
the ordinance,

THE COURT: Mr. Herbert, T heard the testimony
of Miss Gilliam. I heard the testimony of
Mr. Kubasniak. And this court -~ remember it's a
bench trial -- will only consider that evidence
which is relative and admissible, this being a bench
trial.

I disqualified the two proposed wWwitnesses.

Miss Beckett, what's Yyour pleasure now.

MS. BECKETT The City rests,
THE COURT: The City rests.
MR. FORDE: May we --

THE COURT: Any --
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MR, FORDE: May we file the memoranda anyway,
which we were going to submit on the gquestion of the
testimony.

THE COURT: Mr. Forde seeks to file a Defendants
memorandum regarding admissibility of testimony of
legisgslators.

Any objection, Mr. Herbert and Ms. Beckett,

MR. HERBERT: Your Honor, I believe it's
superfluous,

THE COURT: It is superfluous. But I'11 admit

MR. FORDE: We do have the Upton case in there
and the U.S. Supreme Court caseg, Illinecis Supreme
Court cases.

MS., BECKETT: There are a couple of
administrative matters,

THE COURT: And I want to know what your time
parameters are. I read in the paper --

MS. BECKETT: May we inform Mr. Oberman and
Mr. Despres.

THE COURT: Absolutely.

I'll try to facilitate this as dquickly as I

can. You say we have some administrative matters to

attend to.
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THE COURT: You're excused, Mr. Oberman.

MR. OBERMAN Your Honor, I've been excused Erom
other such esteemed places as this.

(Short pause.)

THE COURT: All right. We have some
administrative matters to address.

MS. BECKETT: An additional administrative
matter, I have a not yet signed the amended
stipulation which changes only the the stipulation
regarding the City's exhibits tendered. I have
amended only the language with respec¢t to Exhibit
NQ. i6.

I did not go through and strike from this
stipulation those exhibits we did not offer. But
pursuant to your request I did amend the language in
36, And with leave of court, I can file this at a
later date after I've obtained signatures of
counsel,

THE COURT: Fine._ That's the amendment we made
yesterday, Mr. Burns, regarding the meeting, not at
the Fund office, but I believe it was the benefit
manager's office.

MR BURNS: I signed Miss Beckett's statement.

That that's the only change. I have executed the
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stipulation.

MR. KRISLOV: As have I, yaur Honor, on behalf
of the Intervaner, And I will suspect that the
Hogan Interveners, who are not separately
represented, their attorney is not present in court,
but I believe they would have no objection.,

MR. FORDE: And Municipal and Labor has also
executed it,

THE COURT: All right,

Ms. Beckett, anything else,

MS. BECKETT: Is there -- I was just going to
ask if there was a briefing schedule proposed.

THE COURT: Has the next thing I'm going to
address, The guicker you get your briefs to me the
faster you're going te get an opinion. How much
time do you want for your respective trial briefsg --
éxcuse me, Mr. Krislov, does the Intervener have
anything to present,

MR. KRISLOQV: Your Honor, in order to expedite
the matter and avoid any cumulative avidence, we
will call no additional witnesses. We will have
two, pogsibly three documents to submit as
Interveners exhibits, I1 will be the Ryan

decision,. I2 will be a certified copy of the
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Circuit Court docket sheet in the Ryan case shaowing
particular dates when items occurred. I don't think
that anybody will have an objection either on the
basis of relevance or foundation to either of those,
since they are proper documents,

MR. FORDE: The court will take judicial notice
of those,

THE COURT: Precisely so.

So you're only tendering two Interveners
Exhibits, 1 and 2, which the court can take judicial
notice of,

MR. KRISLOV: Yes, your Honor.

THE COURT: How much time do You want to file
your respective trial briefs? And I would like then
filed simultanecusly. There will be no responses or
replies.

MR, FORDE: Miss Beckett, what do you think?

ME. BECKETT: I've discussed that with
co-counsel. We can be ready as soon as Monday.

THE COURT: Whatever your pleasure is,

MR. FORDE: I certainly think we can file a
brief by no later than -- let's say Tuesday. And
then we'll be sure it's in rather than coming in

Monday afternoon --
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THE COURT: I'11 tell you what, let's play it
safe, Tuesday is the 28th., I'll give you until the
afternoon of the 29th. Wednesday, And you will all
file in by 4:00 o'clock. I will take them with me
over the July 4 weekend. I'm going to try and get
Yyou your opinion,

How long is that Kellerman MCI case going
to take? That's going to take a pretty lony ~-

MR. FORDE: I would think we're talking an hour
that day.

THE COURT: All right, I'1ll try and get you
your opinion by Monday, July 11. Is that fair
enough?

That will be at 3:00 o’clock.

MR. FORDE: If something develops in the other
case, I'll let Ms. Beckett know that 3:00 o'clock
may not he -~

THE COURT: Later on in the afternocon. All
right,

MR. KRISLOV: Your Honor, I have another brief
due oﬁ Monday in ancther division of -- before
another judge in chancery. And I would respectfully
request that if you are going to take it home if I

could have until Thursday.
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THE COURT: I'll give you until Thursday.

MR. KRISLOV: Thank you, your Honor.

THE COQURT: Just make sure it's here,

MR. KRISLOV: Thank you, your Honor. It will
be.

THE COURT: I want to thank you all for being so
cooperative in expediting the trial in this case,

I want to tell you, Mrs. Beckett You're
absolutely correct. I'm cumulative ang
duplicitous, I checked it out,

MR BURNS: Would the time limit for Mr. Krislov
apply to everybody.

THE COURT: Yes. Take the time if you need it.

MR. KRISLOV: Will we have the time for oral
argument before you?

THE COURT: No. That's what you're writing it
out for, If you put it in writing, there's nothing
more you can do in words. And there's no jury in
the box, so I'm not swayed by it.

MR. FORDE: Thank you, your Honor.

M8. BECKETT: Thank you, your Honor,

(Which were all the proceedings
had in the above~entitled cause

on this date.)

ROP 469






