05-0622-0P4 June 22, 2005

APPROVE ENTERING INTO A MASTER LEASE AGREEMENT
WITH THE CATHOLIC BISHOP OF CHICAGO

~ THE CHIEF EXECUTIVE OFFICER REPORTS THE FOLLOWING DECISION:

Approve entering into a master lease agreement with the Catholic Bishop of Chicago. A written lease agreement
is currently being negotiated. The authority granted herein shall automatically rescind in the event a written lease
agreement is not executed within 120 days of the date of this Board Report. Information pertinent to this lease
agreement is stated below.

LANDLORD: Catholic Bishop of Chicago
¢/o Archdiocese of Chicago
P.O. Box 1979
Chicago, IL 60690-1979
Contact Person: Maureen O'Brien
Phone: (312) 751-8221

TENANT: Board of Education of the City of Chicago

PREMISES: During the term, the Landlord shall lease to the Board various Archdiocese school sites (the
current sites are identified on Exhibit A attached hereto). Sites may be added/deleted over the term of the Lease
with appropriate and timely notification. Termination penalties may be charged to the Board for failure to give
timely notification.

USE: To relieve overcrowding and provide temporary classroom and gymnasium space.
TERM: The term of the lease shall commence July 1, 2005 and end June 30, 2015.

BASE RENT: The Base Rent for the first year of the term is $5.29 per square foot for classroom space and $4.54
per square foot for gymnasium space at the St. Frances deSales site which is used on a part-time basis. The
Base Rent each year thereafter shall increase by 3.5%. The Base Rent and Additional Rent shall be paid
automatically in equal instaliments on a monthly basis.

ADDITIONAL RENT: Janitorial costs initially shall be $0.94 per square foot and shall increase 3% each year
thereafter. Initial electric costs shall be $.65 per square foot with a reconciliation of expenses to occur by July 1
each year, the Board agreeing to reimburse the Archdiocese for its actual electrical costs. The electricity rate
shall be recalculated on January 1, 2007 when deregulation goes into effect. Gas costs shall be $0.65 per square
foot with a reconciliation of expenses to occur by July 1 of each year, the Board agreeing to reimburse the
Archdiocese for its actual costs. The only current site with an engineering fee is St. Denis. All engineering
expenses shall be paid by the Board based on a pro-rata share of actual cost.

REPAIRS/MAINTENANCE: The Board shall be responsible for all repairs and maintenance upon the Premises.

CAPITAL EXPENDITURES: By December 31 of each year of the Lease, the parties will jointly assess the
physical condition of the leased sites and will agree to and prioritize the capital projects to be completed in the
following lease year. Landlord shall then prepare a scope of work for the Board's approval. Landlord will manage
all capital projects. The parties have identified necessary capital improvements for the first 3 years of the iease
term totaling approximately $12M, and the parties agree to perform such work over a 3-year period with
approximately a $4M expenditure each year. All capital expenditures are split between the parties with the

Landlord’s 50% share being limited to a maximum of 1/3 of the annual base rent in the given year for the affected
site.

RECAPTURE PROVISION: In the event the Board terminates its lease at a particular site before the term of the
Master Lease expires, and the capital work exceeds $100,000, the Board will have the right to recapture a portion

of its investment, under terms and conditions to be negotiated by the General Counsel and approved by the Chief
Operating Officer.
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INSURANCE/INDEMNIFICATION: The insurance and indemnification provisions shall be negotiated by the
General Counsel.

TOTAL ESTIMATED PAYMENTS: For fiscal year 2005/2006, the Base Rent and Additional Rent are estimated
to be $4,445,689.34 and the engineering expense is estimated to be $69,800.00; with total estimated rental
payments for fiscal year 2005/2006 estimated to be $4,515,489.34. Capital expenditures for fiscal year
2005/2006 are estimated to be $4,000,000.00.

AUTHORIZATION: Authorize the General Counsel to include indemnification, insurance, recapture provisions
and other relevant terms and conditions in the written master lease agreement. Authorize the President and
Secretary to execute the master lease agreement. Authorize the Chief Operating Officer to add/delete sites as
necessary providing adequate funding exists for any additional sites and authorize the Chief Operating Officer to
approve the recapture rights of the Board and to execute any and all ancillary documents required to administer
this lease.

AFFIRMATIVE ACTION: Exempt.
LSC REVIEW: Local School Counsel is not applicable to this report

FINANCIAL: Charge to Operations: For Rent $4,515,489.34 Fiscal Year: 2006
Budget Classification: Various — 552-000-6000-5480

Charge to Operations: For Capital $4,000,000.00 Fiscal Year: 2006
Budget Classification: Various Capital Funds

GENERAL CONDITIONS:

Inspector General — Each party to the agreement shall acknowledge that, in accordance with 105 ILCS 5/34-13.1,
the Inspector General of the Chicago Board of Education has the authority to conduct certain investigations and
that the Inspector General shall have access to all information and personnel necessary to conduct those
investigations.

Conflicts -- The agreement shall not be legally binding on the Board if entered into in violation of the provisions of
105 ILCS 5/34-21.3 which restricts the employment of, or the letting of contracts to, former Board members during
the one-year period following expiration or other termination of their terms of office.

Indebtedness — The Board’s Indebtedness Policy adopted July 26, 1995 (95-0726-EX3), as amended from time to
time, shall be incorporated into and made a part of the agreement.
Ethics — The Board’s Ethics Code adopted September 27, 1995 (95-0927-RU3), as amended from time to time,

shall be incorporated into and made a part of the agreement.

Contingent Liability ~ The agreement shall contain the clause that any expenditure beyond the current fiscal year
is deemed a contingent liability, subject to appropriation in the subsequent fiscal year budget(s).
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App@!or C/OC@T: Approvﬁzw

Chief Executive Officer

Seq@r_l;?lurphy Arne Duncan
Chie erating Qfficer

Within Appropriation:

hief Financial Officer

Approved as to legal formj

_%AEV_‘_L%@U g .:F--L—&/
Patrick J. Rocks —

General Counsel 3
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