
Investigative reporting: 'Secret dealings over the President Hotel'
Explanatory letter

On June 12, 2018, the residents of one of Palo Alto’s most prominent apartment 
buildings, the President Hotel Apartments, received notices that they would soon be evicted.

The historic 75-unit building in downtown Palo Alto had just been purchased by the 
Chicago-based property manager Adventurous Journeys Capital Partners (AJ Capital), which had
reached out to the city about its plans to convert the apartment complex into a luxury hotel. 
While AJ Capital had not yet applied for the hotel conversion, residents were told that they 
would have to leave by November.

News of AJ Capital’s planned conversion shocked the community for several reasons. 
Palo Alto, as the City Council and many in the community have long acknowledged, is 
experiencing a housing crisis, with some of the highest rents in the nation and a dearth of new 
housing construction. The conversion would worsen the crisis by taking 75 small and semi-
affordable apartments in the city's downtown area off the market. It would also create turmoil 
for the residents, some of whom had been living at President Hotel for more than 30 years (the 
1929 building was converted from hotel to apartments in the 1950s) and several of whom had 
disabilities -- for them, moving would be particularly disruptive.

But what made the story particularly worth investigating by our newspaper was the fact 
that the conversion appeared to be illegal. Downtown Palo Alto has a 350,000-square-foot cap 
on non-residential office space, and by converting the building from apartments to a hotel, AJ 
Capital would be exceeding that cap. The city also has a zoning law that explicitly bars historical 
“grandfathered” buildings undergoing renovation from switching to a different use. In July, the 
city’s interim planning director communicated to AJ Capital that the hotel project would not be 
allowed under the “grandfathered facility” provision, a finding that had some residents hoping 
for a reprieve.

The fact that AJ Capital was moving ahead with its hotel project despite these 
prohibitions sparked questions in our newsroom about the nature of the company’s dealings 
with both the city and the building’s tenants.

Our suspicions were heightened in late October, when many of the tenants who had 
previously attended City Council meetings to bring attention to their plight stopped showing up.
We heard from some of the tenants that many of them had signed some kind of an agreement 
with AJ Capital, though we weren’t sure what this entailed.

Faced with all these questions, we filed several California Public Records Act requests 
seeking correspondence between the city and AJ Capital. By late November, we had obtained 
hundreds of pages of documents showing the behind-the-scenes negotiations between the 
developer and the city. We had also obtained the October agreement between AJ Capital and 
tenants, which extended the tenants' stay until Jan. 31, provided they do nothing further to 
oppose the project. In addition, we learned that the company had agreed to extend leases even 
further -- until June -- if the council by Dec. 17 were to remove the two zoning barriers that 
prevented the hotel conversion.

Among the most alarming documents we had found was an email from a high-level AJ 
Capital executive to a Palo Alto City Council member, outlining a list of demands from the 
developer to the city. To extend the residents’ stay until June 16, the company was demanding 



that the city repeal the zoning provisions barring the hotel conversion; waive all parking 
requirements for the new luxury hotel (a concession that would save the company more than 
$13 million); expedite a permit for alcohol sales; and approve access to the building’s rooftop.

In late October, at around the time that AJ Capital was finalizing its deal with the 
residents and making its offer to city officials, the city released its “tentative agenda,” which lists
discussion items scheduled for future meetings. The main items that were going to appear on 
the Dec. 3 agenda were the repeal of the downtown cap and the deletion of the “grandfathered
facilities” provision – the very two items that AJ Capital had requested. We began asking 
questions about why these items appeared on the agenda. Initially, top city leaders (including 
the city manager and interim planning director) told us that this was just a scheduling 
coincidence and that the council was planning to consider these items irrespective of AJ 
Capital's plan. Ultimately, the planning director conceded that they timed the discussion in 
hopes of granting a temporary reprieve to the hotel residents, precisely the outcome AJ Capital 
had hoped for.

The articles about our findings – which included a full timeline of negotiations and 
sidebars about AJ Capital’s requests for parking concessions and its deal with tenants – came 
out in on Friday, Nov. 30, days before the two zoning items were initially scheduled to be heard. 
The following Monday, a large group of residents attended the meeting to protest the city’s 
actions and demand that the council not make any deals with AJ Capital. By that point, the city 
had decided to move these hearings to a later date, making it all but impossible for the city to 
meet AJ Capital’s Dec. 17 deadline. Council members dismissed the idea that there was any kind
of a “conspiracy” linked to the original scheduling. And when they considered the 
“grandfathered facility” provision, they decided not to repeal it on an emergency basis (as 
recommended by staff) but to consider it through the city's regular review process. Both zoning 
discussions are now set to return to the council in early 2019.

Reporting this story presented us with numerous challenges. It required numerous PRA 
requests and many attempts to speak with tenants and the developer (AJ Capital declined to 
comment) to put information in context. We benefitted greatly from our understanding of the 
city's zoning code and from the trust we had built up with President Hotel residents, whose 
fight to stay at the hotel we had been documenting for months prior to our investigation.

Through our work, we succeeded in illuminating what had been an alarmingly opaque 
process and prompted the city to slow down its negotiations for what has turned out to be an 
increasingly unpopular project. The reporting did not save most of the tenants from eviction 
(about 25 remain in the building; the rest left) but has set the review process for planned hotel 
conversion back on the regular, open progress rather than on an expedited, developer-dictated 
timeline. It also brought additional attention to Palo Alto’s housing shortage and has prompted 
more residents to attend City Council meetings to demand stronger renter protections, more 
housing development and far more transparency in its negotiations with developers.


