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Big Lincoln Park condo tower to
become rentals
By ALBY GALLUN  $

Photo by CoStar Group
Kennelly Square in Lincoln Park.

The owners of condominiums in a Lincoln Park high-
rise are joining the "deconversion" trend, voting
narrowly to sell the building for as much as $78 million
to a developer that plans to turn it back into a rental
property.
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Strategic Properties of North America has agreed to
buy all 268 units in Kennelly Square, a 22-story tower
at 1749 N. Wells St. Owners of 75.8 percent of the
condos in the building voted to approve the sale, with
23.2 percent voting against it, according to an email
sent out to unit owners.

After a prolonged apartment boom, many condo
buildings in the city are mulling deconversions, with
owners realizing they can sell out in bulk for much
higher prices than they could individually. Developers
like New Jersey-based Strategic Properties, which has
already deconverted two big North Side high-rises, are
willing to pay up for condos in many buildings,
knowing the properties will be worth more
reassembled as apartments.

Yet the transactions can be messy and contentious
because many condo owners are unwilling to sell,
even at a premium. Some simply don't want to move
out of a condo where they have lived for many years
and search for a new place nearby that could cost a lot
more, especially in pricey Lincoln Park.

Under Illinois condominium law, if owners of at least
75 percent of the condos in a building vote to approve
a bulk sale to one buyer, the sale goes ahead. The
debate at Kennelly Square was especially
acrimonious, said Bruce Theobald, who owns a unit in
the building and voted for the sale.

"I've seen lifelong neighbors become bitter enemies as
a result of this," said Theobald, managing broker of
Lakefront Realty Group. "It just turned out to be a very
adversarial environment."

If Strategic Properties completes the deal, it would be
the second-biggest condo deconversion in Chicago. In
the biggest, owners at River City, a 448-unit complex
in the South Loop, voted last month to sell the
property to Chicago developer Marc Realty Capital.

In buildings facing costly renovations, a developer's
takeover offer is hard to refuse for some condo
owners. If they don't sell to Strategic Properties,
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Kennelly Square owners would be on the hook for a
$14 million special assessment to cover new windows,
tuckpointing and other repairs, Theobald said. He
blames past condo boards for not maintaining the
high-rise properly.

"The problems did not happen overnight," he said.
"That's the big takeaway for condo associations across
Chicago: You need to maintain your building or you will
end up like this."

Still, Theobald, who rents out his unit, is happy with
the outcome. He will receive about $150,000 from
Strategic Properties for his studio, well above the
$120,000 he estimates it would fetch if he tried to sell
it on his own. Moreover, he doesn't have to pay a
special assessment totaling about $35,000.

"If it was not for the special assessment, there was no
way the vote would have gone over 75 percent,"
Theobald said.

Kim Adriano, who became president of the Kennelly
Square board last year, did not return a call, but an
attorney for the board, Michael Delrahim, answered
questions on her behalf. He confirmed that Strategic
Properties has a 30-day period to conduct due
diligence for its acquisition.

Delrahim said many developers are pursuing condo
deconversions these days because the returns are so
attractive and they are easier and faster than building
from scratch. A lot of the deconversion candidates are
buildings that were converted from apartments to
condos in the 1970s and '80s.

"There are still a number of them out there," said
Delrahim, managing partner at Chicago-based Brown
Udell Pomerantz & Delrahim. "It just takes so long to
build a rental building. There's a time-value-of-money
attraction."

A Strategic Properties executive declined to comment.
In 2016, the firm bought two North Side condo
buildings, paying $35 million for a 133-unit building at
2625 N. Clark St. and $51.5 million for Bel Harbor, a
207-unit tower at 420 W. Belmont Ave.
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Strategic Properties has agreed to pay $78 million for
Kennelly Square if all the unit owners agree to close at
the same time, $76 million if they don't, Theobald said.

Judging from the interest in Kennelly Square, the
deconversion trend isn't likely to end anytime soon.
Avison Young, the brokerage hired to market the
property to investors, led about 60 property tours and
received 15 offers to buy the building, said Jim
Hanson, principal at the firm.

"I had more interest in the Kennelly Square building
than any other property I have brought to market in my
career," said Hanson, who used to sell downtown
office towers for a living.
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