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	Board Meeting
	January 18, 2024


ROLL CALL

DELEGATE AUTHORITY TO THE COMPTROLLER TO APPROVE LEASE OF SPACE FOR UNIVERSITY OF ILLINOIS SYSTEM ADMINISTRATIVE OFFICES,
CHICAGO, ILLINOIS


Action: 	Delegate Authority to the Comptroller to Approve Lease of Space for University of Illinois System Administrative Offices at 200 South Wacker Drive, Chicago, Illinois

Funding:	Institutional Funds


	The executive vice president and vice president for academic affairs, University of Illinois System, with the concurrence of the vice president/chief financial officer on behalf of the Office of the President, and appropriate administrative officers, recommends approval, subject to satisfactory resolution of final contract terms, that the comptroller be authorized to execute a lease for approximately 5,621 square feet of office space at 200 South Wacker Drive, Chicago, Illinois.
	The Office of the President and the executive leadership team lead and support the entire U of I System. The System brings together academia, business, government, and community to forge a better future for the state of Illinois, where its residents can thrive. As part of that initiative, the president routinely meets with donors; dignitaries; colleagues from partner university systems; state legislators; and state, regional, and city political and business leaders. Chicago is desirable for these visits due to its notoriety as a world-class, culturally significant destination, and its proximity to O’Hare International Airport.
[bookmark: _Hlk150334238][bookmark: _Hlk150334625]	The president maintains offices at the University of Illinois Urbana-Champaign and University of Illinois Chicago. UIC’s campus is located on Chicago’s Near West Side just south of I-290 (Eisenhower Expressway). However, it is not in immediate proximity to Chicago’s premier financial, government, and business districts. It also lacks proximity to the System’s Discovery Partners Institute (DPI) and its UIUC Illini Center, both of which are based in the West Loop at 200 South Wacker Drive. The president’s UIC office is currently located within the Administrative Office Building (AOB) on UIC’s west campus, within the Illinois Medical District. To ensure proper due diligence and consideration of all alternatives, the president’s office undertook a space utilization/upgrade assessment in fall 2022 to consider possible renovations to AOB to render it a more effective space. As a result of this assessment, it was determined that the expansion and renovation opportunities within AOB were insufficient and cost prohibitive. Moving the System leadership office out of AOB will also free up needed space for other UIC and System uses.
[bookmark: _Hlk150334278]	 The System is constructing a major facility for DPI (The 78 Project) and is collaborating in creating a large innovation district south of Roosevelt Road. The president is actively involved in these efforts and frequently meets with critical stakeholders, including representatives of international organizations and representatives from other states. The System has determined that having the president’s Chicago office located in the heart of the West Loop would be more accessible and convenient to the president’s invitees and more representative of a world-class university system, as well as provide a “campus neutral” hub for the System’s executive leadership team. The System is seeking a formal president’s suite to accommodate the space needs of the president, the System’s vice presidents and selected support staff.
[bookmark: _Hlk150334389]	The proposed lease is more than $100,000 per year in cost and required issuance of a Request for Information (RFI) pursuant to the Illinois Procurement Code. There were eight respondents. The successful respondent was 200 S. Wacker IL, LLC with a floor plate, lease terms, location, and submission that met the RFI request. Expanding the existing site will allow the president and the executive leadership team to build upon and synergize with the System’s existing presence in the building. With desirable views of UIC’s East Campus, the Illinois Medical District, and The 78 Project,
200 South Wacker Drive offers a highly convenient location proximate to public transportation. It also brings ideal building and brand identity, presence, and contiguity and collaborative opportunity with the System’s other suites in the building.
	The landlord is 200 S. Wacker IL, LLC. The proposed lease is for ten (10) years, commencing the later of July 1, 2024, or upon substantial completion of Tenant Improvements and includes one five-year (5) option to renew at fair market rents. Recent legislative changes [30 ILCS 500/40-25 Sec. 40-25 Length of Leases] allow for lease terms in excess of ten (10) years when capital improvements exceed $100,000. The option opportunity to extend the term to 15 years is in the best interest of the U of I System, because capital improvement costs to fit out the space will exceed $100,000. The costs of relocating and fitting out a new space at the end of the lease term would be substantial.
	The proposed lease includes a $133.00/square foot landlord allowance (equaling $747,593) toward tenant improvements and demolition/demising. Up to $3.00/square foot of landlord’s allowance may be applied to IT/AV/furniture, fixtures, and equipment. The first-year total costs for occupancy, including construction, contingency, wiring, furniture, fixtures, and equipment, are estimated to be $204.70/square foot, or $1,150,620. Net of landlord’s allowance, first year out-of-pocket costs are estimated to be $403,027. 
	Annual base rent is $29.00/square foot or $163,009 annually with 2.5 percent annual escalations. The proposed lease rental rate is triple net, market standard within the Chicago Business District. The first-year additional rents for full pass-through of the System’s share of operating expenses, insurance, and taxes are currently $23.29/square foot or $130,903 annually. Operating expense increases will be capped at 5 percent annually. The proposed lease includes 14 months of gross rent abatement valued at approximately $344,460. The first year’s gross rent net of abatement will be $0.00. The second year’s gross rent net of rent abatement will be approximately $252,695. The System will be responsible for its own electricity, telephone, and internet costs. 
	The Board action recommended in this item complies in all material respects with applicable State and federal laws, University of Illinois Statutes, The General Rules Concerning University Organization and Procedure, and Board of Trustees policies and directives.
	The president of the University of Illinois System recommends approval.
