
PROPERTY: Much of Its
$400M Portfolio Has Been
Acquired in Recent Years
■ By LOU HIRSH

College student housing has graduated 
from its former niche status within U.S. 
apartment investing, as large buy-and-hold 
institutional players plow capital into the 

sector in pursuit of 
steady income. And 
San Diego’s Pierce 
Education Properties 
LP  now ranks among 
the nation’s 15 largest 
companies capitaliz-
ing on that trend.

“Student housing 
has become recog-
nized as a very viable 

investment sector within multifamily, 
just as senior housing was recognized 
that way a long time ago,” said Frederick 
W. Pierce , president and CEO of the 
20-year-old company.

The company now employs about 200 
at the 15 university-adjacent apartment 
properties that it owns nationwide, a 
portfolio valued at nearly $400 million 
— much of it acquired in just the past 
three years — with a total of more than 
9,500 student beds.

Top Ranked
Pierce Education Properties ranked 

14th on the recently released annual list 
of the nation’s top 25 owners of student 
housing for 2015, published by the in-
dustry magazine Student Housing Busi-
ness. The Mission Valley-headquartered 
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Pierce Ranks in Top 15 for Cos. Providing Student Housing

company moved up seven spots from its 
2014 ranking.

Pierce said his company made more 
than $220 million in acquisitions 
during the last two years, ending 2015 
by purchasing a 490-bed property near 
Iowa State University  for $21.3 million; 
and a 756-bed property near Western 
Kentucky University , for a price that 
was not disclosed due to confi dentiality 
agreements.

With help from a rising tide of large 

institutional investors putting money 
into student housing — a category that 
includes pension funds, endowments and 
the investment arms of major insurance 
companies – Pierce said his company is 
poised to fi nance more than $600 million 
in additional acquisitions over the next 
three years.

Pierce Education Properties, for 
instance, has recently entered into 
joint-venture investment funds with 
Arizona’s state pension program, as 

well as the century-old, New York-based 
TIAA- CREF , which started as a teach-
ers pension fund but now serves several 
industries.

Just three years ago, Pierce said, the 
student housing sector was getting spo-
radic interest from private outside invest-
ment fi rms looking primarily to make 
profi ts on a relatively quick turnover of 
properties.  In the newest heightened wave 
of investment, the institutional players

Page 5www.sdbj.com

Frederick W. 
Pierce

The 10th annual event recognizes San Diego financial 
professionals for the roles they play in the success of their 
businesses and their positive impact on the company. These 
key financial professionals exemplify hard work, dedication, 
ethics and the ability to inspire others to work together to find 
solutions to business challenges. The San Diego Business 
Journal honors these financial professionals by hosting 
a reception and awards program to honor the winning 
individuals, companies and guests.

Categories:

• Public company (publicly traded)  

• Privately held company 

• Nonprofit organization (e.g., 501(c) 3)  

• Business nonprofit (e.g., credit union) 

• Government agency  

• Education

Nomination Deadline: February 3, 2016

Nominate or order tickets online at:  
www.sdbj.com/bizevents/

Ticket price includes a 26-week subscription to the San Diego Business Journal ($15.00 allocated 

to the subscription). Current subscribers may gift their 26-week subscription to a colleague.

Event Information: Contact the  
Events Department at 858.277.6695

NOMINATION DEADLINE: FEBRUARY 3, 2016!

CFO of the Year Awards
Wednesday, March 16, 2016 

Paradise Resort & Spa • Sunset Pavilion
1404 Vacation Road, San Diego 92109

4:00 - 5:00 p.m. Networking 

5:00 - 6:00 p.m. Awards Program 

6:00 - 7:00 p.m. Networking

Special Awards Reception with hosted hors d’oeuvres and no host bar

Title Sponsors Gold Sponsors In Association WithPresented by

Photo courtesy of Pierce Education Properties LP

San Diego-based Pierce Education Properties LP recently acquired a 490-bed, 192-unit student housing community near Iowa State 
University in Ames for $21.3 million.



Clean energy 
is on a roll. This 
summer, President 
Obama launched 
the EPA’s Clean 
Power Plan to clean 
up America’s ag-
ing fleet of power 
plants, the largest 
contributor to our 
nation’s greenhouse 
gas emissions. 

In September, 
Gov. Brown signed 
landmark legis-
lation ensuring 
California will get 
at least 50 percent 
of its electricity 
from clean sources 
like wind, solar and 
geothermal  

power by 2030.
Last month in Paris, 195 nations 

approved the strongest climate agree-
ment in history, setting the world on 
the long-term path to get off  fossil fuels 
this century. But the boldest action of 
all may be at the local level. 

Last month, San Diego became 
the largest city in the United States to 
adopt a binding and enforceable 100 
percent renewable energy mandate for 
the city by 2035. The policy is part of 
the city’s new climate plan which will 
cut the city’s greenhouse gas emissions 
in half  over the next 20 years.

San Diego’s leadership is particularly 
significant given the role cities play with 
climate change. It is estimated by the 
United Nations that, while occupying 
just 2 percent of the world’s land, cities 
are responsible for up to 70 percent of 

greenhouse gases. The need for cities to 
lead has never been greater. In what has 
become known as the “airpocalypse,” 
Beijing officials recently issued a red 
alert, the highest possible, in response 
to the threat to public health posed by 
toxic air pollution. 

UCSD a Model Campus
The stakes are high indeed but so are 

the opportunities. In the years ahead, 
California can lead the way forward and 
send a postcard from the future to the 
rest of the world by showcasing the best 
practices in carbon reduction strategy 
and technology. To do this, our state’s 
campuses can play a critical role as lab-
oratories of projects and policies that 
can be scaled up. UC president Janet 
Napolitano has gotten the ball rolling by 
setting a goal for the entire UC system to 
become carbon neutral by 2025.

UC San Diego, in particular, has 
been a pioneer. Today, the campus is 
covered with solar panels, has a microg-
rid, self  generates 85 percent of its own 
electricity and 95 percent of its heating 
and cooling requirements and has the 
largest electric energy storage system 
of any university in the world. UC San 
Diego does this at approximately 40 
percent of the cost that a comparable 
utility customer would pay and at a 
GHG emission rate well below the av-
erage of the California energy mix. 

On-campus wind and solar installa-
tions alone cannot meet all the energy 
needs of the school. So in collaboration 
with the City of San Diego, UC San 
Diego and the private sector entered 
into an agreement in 2010 that captured 
the surplus methane at the Point Loma 
Wastewater Treatment Plant and utilized 

it to demonstrate the world’s largest com-
mercially available fuel cell project which 
also captures the waste heat to produce 
an additional 350 tons of chilling capaci-
ty to serve its Jacobs Medical Center.

Renewable Energy Drives Economy
UC San Diego has built one of the 

state’s largest electric vehicle charging 
networks for the workplace. Students, 
faculty, and staff  will have access to 
more than 75 EV charging stations at 
competitive rates and attractive leases 
from auto manufacturers. 

Taken together, these steps strengthen 
our state and create the building blocks 
for the economy of the future. Critics of 
California’s clean energy policies once 
said that starting down this path would 
lead to a failed economy, increasing un-
employment and rolling blackouts. But 
over the past five years as California has 
ramped up to 25 percent renewables, the 
economy is growing, unemployment has 
been cut in half and, for the first time, 
there are now more Californians work-
ing in the renewable energy industry 
than for all of the state’s electric utilities 
combined. Meanwhile, the state has not 
experienced a single rolling blackout due 
to renewable energy. 

Entering the race toward a clean 
energy future has proven to be a smart 
investment. Our state is now the pace car 
in this race and we must accelerate even 
faster. With the leadership of campuses 
like UC San Diego and cities like San  
Diego, California can lead the way for-
ward to a cleaner, healthier energy era. 

David Hochschild is a commissioner 
at the California Energy Commission. 
Byron Washom is director of strategic 
energy initiatives at UC San Diego. 
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Pierce:
have more of a buy-and-hold strategy, 
and are more interested in garnering 
steady income from student housing, 
which they deem a safe investment.

Investing Criteria
Pierce said the institutional investors’ 

standards fit well with his own. His 
company’s acquisition focus is on cam-
pus-adjacent apartment properties serving 
primarily public universities with growing 
enrollments currently at 15,000 or higher. 
Those universities must also play Division 
I football.

Pierce said he has found over the years 
that those criteria also generally attract 
students who are able to afford to stay in 
those off-campus apartments, either via 
their own resources or help from their 
families. That in part helps to reduce 
risks associated with vacancies and 
tenant turnover, as the company offers 
student apartments — primarily shared 
three- and four-bedroom units — with 
resort-style amenities to compete with 
nonstudent complexes in their respective 
markets.

About half of Pierce Education’s port-
folio is focused in the Midwest, and all 
of its properties are off-campus. In cases 
where the company’s properties are not 
within walking distance of the school, 
Pierce said his company has frequently 
set up shuttle services for its tenants.

A former California State University 
trustee and alumnus of San Diego State 
University, Pierce also spearheaded com-
mittees that planned much of the residen-
tial and related development that sprouted 
on and near that campus during the past 
two decades.

However, none of  his company’s 
portfolio properties is currently located 
in San Diego County. While that may 
change in the future, Pierce said his 
company primarily finds its best-suited 
acquisitions in non-western U.S. markets 
where there are more properties available 
to purchase and fewer barriers to entry, 
including land and related purchase and 
development costs.

“Everyone wants to serve a university, 
which is like an anchor tenant,” Pierce 
said. “But near many universities, the land 
and buildings are either not available or  
very expensive.”

The Competition
Pierce Education competes with a 

growing field of nationwide rivals, led 
by Austin-based American Campus 
Communities, the largest student housing 
owner with more than 95,000 beds, along 
with Memphis-headquartered EDR and 
Chicago-based The Scion Group.

Some of those competitors have stakes 
in the local market. Most recently, an 
affiliate of San Francisco’s Fowler Prop-
erty Acquisitions (aka FPA Multifamily, 
the nation’s 21st-largest owner of student 
housing) purchased a 263-unit commu-
nity near San Diego State University for 

$69.5 million.
The two sellers included Hous-

ton-based The Dinerstein Cos., which has 
developed other apartment properties in 
the city’s College Area. Zack Holderman, 
a director with Holliday Fenoglio Fowler 
LP (HFF) who handled financing on the 
recent San Diego deal, said the property 
is only about five years old, but it is not 
unusual for owners to sell off  certain 
assets to capitalize on rising values in 
sectors including student housing.

Holderman said while financing 
rates remain historically low, student 
apartment purchases and developments 
generally are slightly more expensive to 
finance than nonstudent apartments, due 
in part to turnover-related issues. On the 
plus side, tenants in student apartments 
often have family support and roommate 
arrangements that help ensure that rents 
are paid.

Hunter Combs, an HFF director who 
also brokered the San Diego transaction, 
said there is generally a limited supply of 
available land to build new student apart-
ments near San Diego State, University 
of California, San Diego, Cal State San 
Marcos and other college areas in the 
local region.

New local construction is expected to 
be limited for the foreseeable future, pos-
sibly meaning rising rents and property 
values, though some developers could 
be moving over the next decade to reno-
vate or replace older buildings that were 
originally built in the 1960s and 1970s, 
Combs said.




