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WASHINGTON BUSINESS JOURNAL BEST REAL ESTATE DEALS 2004
1717 RHODE ISLAND AVENUE, NW WINS BEST REHAB

WASHINGTON, DC – As developer of 1717 Rhode Island Avenue, NW, Karchem

Properties (www.karchem.com) accepted the award for Best Rehab during the

Washington Business Journal’s awards ceremony on April 26.  The free-standing

class A office building is located one block east of Connecticut Avenue adjacent to

St. Matthew’s Cathedral.  The 10-story building is 157,000 rentable square feet.  No

two floors are alike; there are 12 balconies on 5 floors and 7 skylights on 3 floors.

The building is 85% leased, with the 7th floor and part of the 6th floor available for

lease.

The new building integrates four historic town houses with a newly constructed

office building.  The mid-block site has window lines on all four sides above the

town houses.  The building enjoys unobstructed views of St. Matthew’s to the west,

the National Cathedral to the north, and the Basilica at the Catholic University to

the east.  Rhode Island Avenue is a 2-way street with 6 lanes providing access from

both directions and lots of natural light.

The town houses had been boarded up and the land fenced and vacant for 20 years.

The historic structures had been vandalized and damaged by fires and neglect.  The

homeless and rats had been attracted to the Golden Triangle of downtown

Washington, DC.  During construction of the new office building, the project paid

200 union laborers $15.5 million.  The city will gain real property tax revenues of

$1 million per year.  The environment was protected through the use of organic

materials on new construction.  Building reuse, resource reuse and recycled

content in the historic section also provided a positive environmental impact.
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A façade project was prohibited by the 1986 PUD.  The rehabilitation required more

expertise in design and construction than façade projects.  The interior of the town

houses were rehabilitated on the exterior and interiors adapted to office use.  The

project required stabilizing and underpinning the historic structures.

Subsequently, a three-level parking garage was built under the town houses and

new building.  During construction, damage was mitigated in the Cathedral by using

engineering equipment daily.  The design and construction of the building and

streetscape were approved and monitored by the historic architect and the Historic

Preservation Office in the Office of Planning.

The historic town houses are now small jewel boxes.  The stone and masonry facades

and the decorative ironwork were restored.  Inside, the fireplaces, interior

staircases, beams and millwork were painstakingly restored.  The former library of

Chief Justice White was restored as well and is now an intimate conference room.

The historic windows were replicated in NY.

The new component of the building was upgraded from the 1980 design to be

consistent in quality with the historic component.  Limestone replaced concrete

lintels; copper replaced painted metal roofs and downspouts.  Brick replaced

masonry coursing on the rear of new building.  For the lobby, stone was hand

selected in Italy; book matched Azul Imperial granite for the feature wall in the

lobby and Volga Blue granite for the lobby and elevator floors.

There were many challenges in making the deal.  Karchem Properties negotiated

with the Archdiocese to execute a 99-year ground lease and financed the

unsubordinated ground lease project.  Karchem Properties’ equity partner exited

the deal 10 days before closing.  While searching for equity after the dot com bust,

Karchem’s small equity pool continued to pay ground rent to Archdiocese for 1 year.

During that year, Karchem Properties expended additional capital to meet milestones

set in the ground lease.  In April 2002, Karchem closed an all-equity deal with the

Multi-Employer Property Trust.

There were just as many challenges during construction.  The General Contractor

(“GC”) filed bankruptcy half way through the project which had fallen behind

because of the GC’s failing performance.  The GC breached its lease for 20% of the

building at the same time.  The Subs stopped or slowed work and were owed large,

overdue payments by the GC.  Karchem Properties immediately took over as

construction manager working through the unpaid accounts and subcontract

agreements.  A signed mutual termination agreement with a financial settlement

ended this set of challenges.
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The project was delivered in the last quarter of 2004 and the tenants moved in

during the first quarter of 2005.  Interior build outs continue for new tenants.

Karchem Properties commissioned the building with a property management staff of

four.

Karchem Properties was established in 1991 to provide commercial real estate

development services.  Based in Washington, DC, the company has distinguished itself

by developing complex properties including historic preservation and adaptive use

projects.  The company is advising the National Property Board of Sweden on

developing the 70,000 square foot House of Sweden on the Georgetown Waterfront.

The Multi-Employer Property Trust (‘MEPT’ www.mept.com), a $4.19 billion open-end

commingled equity real estate fund, invests in a diversified portfolio of new

construction, 100% union-built real estate properties in major metropolitan

markets around the country.  Today, MEPT has 155 properties in 26 major

metropolitan markets.  MEPT’s primary investment strategy is to create top-quality,

core, income-producing properties through development, rehabilitation, or

acquisition and repositioning of undervalued assets.
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