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Penn, private developer to build
residential, retail complex
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The University of Pennsylvania
and a Houston luxury apart-
ment developer have finalized
a deal to construct a new $71
million residential complex at
34th and Chestnut streets in
Philadelphia. 

Hanover Co. will build Domus,
a seven-to eight-story building
that will have 290 apartments
and roughly 23,000 square

feet of high-end retail space.
The structure will be built on
a 2.5-acre surface parking lot
that Penn owns. It sits across
from the university’s law
school. Hanover will lease the
land from Penn and the build-
ing is expected to be complet-
ed by late 2007.

The project is one of many
that Penn has arranged with
private developers. For exam-
ple, it struck an agreement
with Philadelphia developer
Dranoff Properties to convert
and old factory building into
market rate rental units now
called the Left Bank.

What this latest project does
highlight is how far University
City has come in the last
decade as a neighborhood that
attracts private investment. It
wasn’t too long ago, in 1997,
that Penn, faced with a neigh-
borhood on decline, dirty and
crime ridden, was the sole
financier of development pro-
jects, such as the Inn at Penn,
in and around its campus.
With clean, safer streets and
renewed vibrancy in University
City, developers, such as

Hanover, have found fertile
ground for residential and
retail projects. Representatives
from the university couldn’t
be reached for comment.

Hanover began three years
ago scouting out develop-
ment sites in Philadelphia,
said Ken Mallin, a commer-
cial real estate broker with
Mallin Panchelli Nadel that
was retained by Hanover to
search for property ripe for
a new apartment complex.
After one property fell
through, Hanover set its
sights on the land at 34th
and Chestnut. It has taken a
year-and-a half to finalize a
deal between the two parties.

“The deal itself was quite
complicated because of the
nature of the needs of each
party,” Mallin said. “You
have a university that has
needs that aren’t always
motivated by how much
money they are going to
make. Then you have, on the
other hand, somebody who is
motivated by how much
money they make. Sometimes
those different views are dif-
ficult to consolidate into a
real deal.”

Rental housing in University
City has mostly been nar-
rowed to rowhouses and
smaller, older apartment com-
plexes. A lack of new product
is one attraction to Hanover.
The company also thinks its
project will draw people who
want to live in the neighbor-
hood, not just graduate stu-
dents and Penn employees.

“We feel that given the
vibrant lifestyle offered by
university setting, in an urban
environment, the project will
offer a dramatic new lifestyle
for University City that will
allow residents working in the
immediate area to live in a
community that offers quality
beyond anything seen before,”
said Brandt Bowden, develop-
ment partner at Hanover, in an
e-mail.

The apartments will average
over 1,000 square feet and
will offer such services as a
bell captain, room service, a
social director as well as towel
and valet service around a
heated pool.

Artist’s rendering of $71 million mixed-use project to go up at 34th and Chestnut

$11.5M paid for
building that has 15th
century Italian flair.
NATALIE KOSTELNI
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An architecturally significant
structure at 15th and Walnut
streets in Philadelphia, the
Drexel Building, that was
home to one of the city's
major financial institutions,
was sold for $11.5 million. 

The deal was between two
local private partnerships
that didn't divulge their iden-
tities. The sale was arranged
by Mallin Panchelli Nadel. 

The six-story, 56,000-square-
foot building was constructed in
1925 for Drexel & Co., a bank
headed at one point by Edward
T. Stotesbury, a financier and
one of the country's wealthiest
men. It was under Stotesbury's
reign at the bank, during the
early part of the early 20th cen-
tury, that the building was con-
structed. 

Stotesbury desired a structure
fit for the Medicis, famed
Florentine bankers of the 15th
century, who Stotesbury's lav-
ish lifestyle was modeled after. 

He "established standards for
luxurious living and working
conditions worthy of the great-
est captains of finance," said a
1979 nomination form to put
the building on the National
Register of Historic Places, a
designation that it received. 

Taking cues from Stotesbury,
the building was designed in
the Renaissance style by
Philadelphia architectural firm

Day & Klauder. Its granite
exterior is reminiscent of the
Strozzi Palace in Florence,
Italy. In keeping with charac-
teristics of the Renaissance,
the façade was designed to
"belie its six stories and pent-
house." It appears more like a
three-story structure. 

The interior was also elabo-
rately planned with detailed
decorative elements through-
out. A banking room on the
first floor has marble wain-
scoting along with a paneled
and coffered Renaissance ceil-
ing that is gilded and creates
the effect of a "jewel encrust-
ed interior of a treasure chest." 

Drexel Bank eventually mor-
phed into Drexel Firestone
and later became part of the
defunct and infamous Drexel
Burnham Lambert firm that
gained a sordid reputation in
the 1980s with junk bonds. 

The building currently houses
a Bally's fitness center on the
lower level and offices on the
upper floors. The new owner
intends to keep the building
as offices for now but could
eventually reposition it for
residential use, said Ken
Mallin, who handled the sale
with partner Josh Nadel. 
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What’s the most enjoyable
deal/project you’re worked
on so far?
A deal with Hanover Co. of
Houston and the University of
Pennsylvania. It’s 300-unit
luxury apartment complex at
Penn being developed by
Hanover at 34th and Chestnut
streets that also has 20,000
square feet of retail space. It’s
been very interesting working
with Penn, where I got my
masters’, and seeing how a
higher education institution
works at that level. The deal
itself is complicated, and I’m
working with people on both
sides of the equation. This is
one of the few deals that, with
this many people involved –
about 10 to 12 people are
involved – that I like every
single person. That’s unique to
be doing a deal where there
are a dozen or more people are
involved, and I like them all.

What’s the deal/project you
wanted bad but got away?
My partner Josh Nadel and I
had a shot at selling the Curtis
Center. That’s probably the

one that upset me the most.
At the time, in 1997, we had-
n’t done anything of that size
and that would have been a
$65 million deal at the time
and that would have been an
extremely good fee…a fee
close to seven figures. We
had a deal verbally, and the
next day another buyer
improved on our deal and our
buyer got upset and said we
were out.

What deal/project are you
working on now?
The luxury apartment project
at Penn by Hanover.

What’s your dream deal/
project?
To be the listing agent for all
the large apartment buildings
in Center City.

What was the most difficult
deal/project you handled
and why?
The Rittenhouse assemblage
where Hal Wheeler and his
partners are going to be build-
ing his condominium tower. It
was in1998 and included

seven properties. It was an
assemblage and a purchase by
a REIT out of Chicago who
did a ground lease with
Wheeler that gave him devel-
opment rights on the ground.
It was really complicated
from a technical standpoint.
Though it was a difficult deal,
it happened very quickly.
From the day it started to the
day it closed, it took Josh
Nadel and me 60 to 90 days.

What’s the best thing that
could happen to the market?
Keep interest rates low.

What can government do to
make your job easier?
Reduce the Philadelphia busi-
ness taxes.

What significant changes
have you seen in the mar-
ket/projects?
Because there have been so
many shifts in the marketplace
over the years, you have to
recognize the shifts early, so
that you’re at the beginning of
the curve instead of behind the
curve. Two major things have

helped us a lot. Very early in
the game we recognized the
shift to “Turn on the Lights”
[A policy spearheaded by
then-City Council President
John F. Street to encourage
developers to convert the
neglected upper floor of build-
ings] that helped us to look for
buildings that would fit, so we
had the inventory to sell to
developers. Also, noticing that
there was clearly a shift to buy-
ing apartments opposed to rent-
ing them and by recognizing
buildings at good locations that
would fit that and have the
inventory for developers to buy.

If you weren’t doing this,
what would you be doing?
I’d like to be the general manager
or owner of a Major League
Baseball team.
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Full of Old City enthusiasm, 
Yaron has eye on expanding
NATALIE KOSTELNI
STAFF WRITER

Yaron Properties is expanding
its presence in Old City by
adding two additional residential
projects, switching its successful
Merchants' Row apartment
complex into condominiums,
and breaking out a new concept
for the building that housed
MTV's "Real World" cast. 

Yaron has already amassed 10
buildings in Old City and
invested more than $100 mil-
lion in redeveloping the prop-
erties into mostly residential
structures. Many of the prop-
erties have a mix of retail and
residential components. It's a
section of Philadelphia the
developer has focused on
since taking a stake in the
neighborhood eight years ago. 

Yaron isn't the only developer
keen on Old City. Historic
Landmarks for Living led the
way in the mid-1980s, buying
historic properties in the
neighborhood and redevelop-
ing them into apartments. 

Developer interest in the
neighborhood continued to rev
up in the 1990s as restaurants

and trendy lounges came on
the scene. Additional apart-
ments and condos were made
available in the neighborhood
as part of an overall residential
boom under way in
Philadelphia that has been
spurred by tax abatements on
conversions and new con-
struction, as well as historical-
ly low interest rates. 

"Everything people are
building is selling, and the
process keeps going up for
the units," said Steve Clofine,
an investment broker with
Mallin Panchelli Nadel who
has sold 40 buildings in Old
City to developers. "I think
it's still exploding. Everything
I list is sold right away and
we have seen no stall or sign
of things slowing down." 

Yaron has positioned himself
to continue creating a critical
mass in Old City. He plans to
keep identifying what he calls
"key properties" in the neigh-
borhood that will have an
effect on the direction of Old
City. His gusto for the neigh-
borhood and desire for more
projects comes after he threat-
ened to halt any future ones
after what he called a "fiasco"
last year when the city's
unions picketed the former
Merchant Seamen's Center, a
building he owns at 3rd and
Arch streets where MTV's
"Real World" was preparing
to shoot the show, because the
work site was non-union. 

Since the show was taped last
year, the building has sat
vacant. Yaron plans to restore
and renovate the building as a
new gallery called FUEL,
which stands for Fostering
Undergraduate Exposure on
Location. It's geared toward

showcasing works done by
undergraduate design and
visual arts students and is
scheduled to open next spring. 

Also on Yaron's lineup is to
change Merchants' Row at 3rd
and Arch streets from rental to
for-sale units. The building
has 19 apartments and two
retail outlets. The success of
that property and the seeming-
ly insatiable appetite for
condo living in Philadelphia
has prompted Yaron to go
condo with the apartments. 

Drawing on the expected sell-
out of Merchants' Row, Yaron
will break ground in the next
60 days on Merchants' Court,
which will sit adjacent to
Merchants' Row. Yaron antic-
ipates constructing a seven-
story building adjacent to
Merchants' Row that will have
four condos which will be
2,000 square feet each, or a
full floor, and a 3,300-square-
foot penthouse. While the
smaller units will be priced up
to $650 per square foot, the
penthouse will sell for as high
as $800 per square foot. He
also plans a high-end retail
outlet for the building.
Merchants' Court will be com-
pleted within nine months. 

Plans are less concrete for 218-
230 Arch St., which Yaron
recently bought. Preliminary
plans call for a $60 million,
multistory condo building that
will have two levels of retail
space and parking. 

Yaron is also developing plans
for the area from 305 Arch St.
to 102-110 N. 3rd St., which
is at present a parking lot. It is
expected that Yaron will con-
struct a garage on the site but
has yet to finalize the plans. 

Condos will tie Old
City to its neighbor
NATALIE KOSTELNI
STAFF WRITER
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An eight-story, 250,000-
square-foot former shoe ware-
house at 444 N. 4th St. in
Philadelphia will be converted
into an $80 million condo-
minium project that sets out to
connect two of Philadelphia’s
thriving neighborhoods, Old
City and Northern Liberties.

“It’s the one block that links
Old City and Northern
Liberties,” said Alex Generalis
of Miles & Generalis, which
will develop the property.
“We will probably be our own
neighborhood with our own
civic association: The
Callowhill East Civic
Association.”

Miles & Generalis and Orens
Brothers, two Philadelphia
developers, bought the building
for $10 million from RMC
Properties, a private Philadelphia
firm that operated a file storage
business out of the building.

“The timing for this is
right,” said Josh Nadel of
Mallin Panchelli Nadel, who
represented the seller in the
transaction. “Old City has
gotten very expensive and
Northern Liberties has got-
ten very hot.”

Agoos Lovera, a Philadelphia
architecture firm, was hired
for the project.

The developers expect to con-
vert the building into 140 loft
condos and have plans to con-
struct another building with 60
additional units. The first
round of condos will be com-
pleted in 2006 with the final
phase completed a year later.

The style of the units will be
work-loft condos which is
what Miles & Generalis spe-
cialize in and have developed
in multiple properties across
the city.

“Live-work lofts are a matter
of common sense for the artis-
tic community,” Generalis
said about having space in
which to both live and work.
“These people wouldn’t be
caught dead in a highly fin-
ished apartment.”

That is what Generalis sees as
separating his company’s
work from the competition.
The units will be about 1,000
square feet and cost between
$300,000 to $500,000 each.

Merchants’ Row at 3rd and Arch






