
 
 

DATE: September 12, 2012 
TO: Board of Commissioners 
FROM: Patrick Quinton, Executive Director 
SUBJECT: Report Number 12-28 

Authorizing the Second Amendment to the Disposition and Development Agreement 
with Grove Hostel Property, LLC, to extend the Final Termination Date by 90 days 

BOARD ACTION REQUESTED 

Adopt Resolution No. 6962 

ACTION DESCRIPTION 

Authorize the Executive Director to execute the Second Amendment to the Disposition and 
Development Agreement with Grove Hostel Property, LLC (GHP), to extend the Final Termination Date 
by 90 days. The original Disposition and Development Agreement (DDA) was approved by the PDC Board 
of Commissioners (Board) on July 27, 2011, executed on August 18, 2011, and was set to terminate on 
March 31, 2012.  Pursuant to Section 15.8.3 of the DDA, the Executive Director approved the First 
Amendment to the DDA which extended the Final Termination Date by 180 days, to September 30, 
2012. 

The project team is preparing to bring a revised deal structure to the PDC Board at its regular meeting 
on November 14, 2012.  Since the Final Termination Date of the DDA is September 30, 2012, the DDA 
must be extended to allow the Board to consider the revised deal structure which, if approved by the 
Board, would be implemented through a Third Amendment to the DDA at that time.   

BACKGROUND AND CONTEXT 

PDC entered into exclusive negotiations with members of GHP for the renovation of the Grove Hotel 
(the Project) located at West Burnside Street between NW 4th and NW  5th Avenues in the River District 
Urban Renewal Area (the Property), due to their ownership of the adjacent property, Blocks 32 & 33, 
and planned future redevelopment.  See Attachment A, Property Map. Pursuant to the subsequent DDA 
(authorized by the Board on July 27, 2011, and executed on August 18, 2011), PDC agreed to sell the 
Property for its current appraised value and provide financing for the Property acquisition and a portion 
of the renovation costs as part of the Project.   The remainder of the Project financing was to be in the 
form of a loan from Advantis Credit Union and an equity contribution from GHP.  

The Project will create an urban youth hostel and restaurant/bar operated by Ace Group International, 
LLC, with additional leased retail space on the ground floor.  The ground floor will be well suited for 
commercial retail use when the new storefront façade is installed, but the upper floors have a shallow 
depth of only 30 feet, and are less well suited for typical upper floor uses such as office space or 
residential units.  The location, with excellent transit access and proximity to bus and train stations, is 
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highly desirable for any urban hostel. The Project will serve as a catalytic anchor that will help further 
the goals of the Old Town Chinatown Entrepreneurial District. 

In the fall of 2011, the revised construction cost from the developer’s general contractor significantly 
exceeded the Project budget assumed during underwriting and, as a result, PDC did not close on the 
Property conveyance and PDC financing.  The Project was rebid in February 2012 and, while the 
construction estimate is lower, a gap remains in the Project budget, necessitating a further restructure 
of the Project financing.  In addition, the Property has been re-appraised and the developer has added 
new equity members.   

Next month, staff intends to bring a revised financial structure to the PDC Board in the form of a Third 
Amendment to the DDA which will reflect an updated Schedule of Performance and Redevelopment 
Loan Term Summary.  

COMMUNITY AND PUBLIC BENEFIT 

This Project will rehabilitate a highly visible blighted site that has suffered from decades of neglect and 
disrepair and continues to burden PDC resources in terms of property management and upkeep.  As a 
building directly adjacent to the Old Town Chinatown gate, it will provide an iconic symbol of the 
neighborhood’s revitalization.  
 
A catalytic project for Old Town Chinatown in the near term, the Project will create significant benefit 
for the neighborhood.  The proposed youth hostel will draw thousands of new visitors to the historic 
neighborhood that will, in turn, draw discretionary income to the existing neighborhood businesses.  
The operator, Ace Group International, LLC, is a nationally known brand that caters to a young, creative 
class clientele.  The ground floor commercial will remain active throughout the day, unlike many 
businesses in the immediate vicinity which have a nighttime clientele focus.  The hostel has the potential 
to create an economic impact here similar to that created by  the Ace Hotel  in the West End 
neighborhood south of Burnside.   
 
The attraction of young, creative tourists to the area supports Objective 2.2 of the Economic 
Development Strategy: Enhance the vitality and distinctiveness of the Central City to showcase our 
sustainable way of life and attract creative class talent. Finally, this Project implements PDC’s Business 
and Workforce Equity Policy, PDC’s Green Building Policy, and State of Oregon Prevailing Wage Rates.  

PUBLIC PARTICIPATION AND FEEDBACK 

This Project was presented to the River District URAC and the Old Town Chinatown Neighborhood 
Association prior to PDC Board consideration in July 2011.  Both groups support the Project and 
welcome new investment to Old Town Chinatown in the near term. 

There has not been additional public outreach conducted on the amendments to the DDA. 

BUDGET AND FINANCIAL INFORMATION 

The financial information pertaining to the DDA executed August 18, 2011, remains in full force and 
effect with the proposed second amendment to the DDA.  The full budget amount for the project is not 
included in the current year’s budget.  Of the $2,707,850 budgeted in FY 2011–12, $59,864 was 
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expended.  Staff anticipates the remaining amount of $2,647,986 will be included in the FY 2012-13 first 
budget amendment that is currently scheduled for Board consideration in November.   

RISK ASSESSMENT 

This amendment will only extend the Final Termination Date and will not introduce new factors to 
consider in a risk assessment. Staff is requesting a 90-day extension to provide some flexibility in the 
unlikely event that the revised deal structure is not ready for Board consideration in November.   

ALTERNATIVE ACTIONS 

The Board could choose not to authorize the Executive Director to execute the Second Amendment to 
the DDA, resulting in termination of the DDA on September 30, 2012. 

If the Board then wished to proceed with a restructured transaction, staff would either need to (a) 
prepare a new Disposition and Development Agreement and submit it for Board consideration or (b) 
prepare, and submit to the Board for consideration, documentation to reinstate retroactively the 
terminated DDA and then amend the retroactively reinstated DDA to implement the restructured 
transaction.  Both of these options are more time consuming and, in some respects, more complex, than 
implementing the restructured transaction through a Third Amendment to a DDA that remains in effect.   

ATTACHMENTS 

A. Property Map 

B.  URA Financial Summary 
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URA Financial Summary 
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