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Research Objectives 

The purpose of the following report is to assess the market potential and feasibility for the proposed Valley Wesley Student Housing Project at Arizona State University in Tempe Arizona. This potential new student housing development is currently proposed to include 66 beds on three floors of residential living area. Shared amenities for the development will include common areas, kitchens and laundry facilities. The potential Valley Wesley student housing development is planned to be located on the site of Tempe First United Methodist Church, which is surrounded by the Tempe Campus of Arizona State University. 

Enrollment at ASU

Enrollment at ASU has historically enjoyed significant growth which can be classified as steady and gradual. With a compound annual growth rate (CAGR) of 2.7% for total full time equivalent students over the past 40 years and a CAGR of 1.9% for the Tempe campus over the same period, ASU has a proven history of successfully growing its student population. The more recent ten year period shows a ten year growth of nearly 9,000 students at a 2.1% CAGR for the Tempe campus alone. 

With current trends in enrollment at the Tempe campus increasing by a CAGR of 1.9% an annual increase of around 900 total students per year would be expected at the Tempe campus. However, the expectation of growth to be concentrated toward other campuses implies the need for a lower growth expectation for the Tempe campus. Therefore, CDS would anticipate slightly over 700 students per year would be added to the enrollment at the Tempe campus, based on a 1.5% CAGR. 

Project Layout/Floor Plan 

The current design concept and floor plans calls for a 4-story building of approximately 20,000 square feet. The first floor would include three offices, a dining area, a small assembly area, a lounge and restroom facilities. Floors two through four will be residential floors, with a mix of single and double occupancy rooms grouped in suites of three or four rooms. Each floor will have 22 beds in 15 rooms. This adds to a total of 66 beds in 45 rooms. 

Additional features per floor include eight bathrooms and four washer/dryer sets to be shared among residents. Common areas on each floor include a lounge, study area and kitchen. 
Features & Amenities 

Aside from those features already mentioned in as being included in the floor plan for the project, there are other features that help to make this project unique and add value. 

The proposed project represents an innovative approach for intentionally joining a community of like minded young adults. The Valley Wesley organization desires to foster a very evident environment focused on helping students to connect with other students of like mind, and with the religious principles of the organization. While the depth of market for students seeking out this opportunity may be somewhat limited, the intangible value of living in an intentional community such as Valley Wesley residences will be one of the main amenities proposed for this development. 

At ASU it is expected by the university that all freshmen will live on campus. However, if a student wishes they can ask for and likely be granted an exemption from the dorm they are assigned upon acceptance into the university. According to Michael Coakley, Executive Director of University Housing for ASU, the Valley Wesley project may be able to gain status as an approved exemption for freshman housing as long as the same ratios of advisory and professional staff are met. In order to meet this qualification certain ratios of staff to residents must be provided. The two required ratios mentioned by Mr. Coakley are 1 staff Community Assistant (CA) to every 35 residents, and 1 staff full time professional to every 300 students. The ability to meet these requirements is essential in order to be included in the list of exemptions for freshman housing. 

On Campus Student Housing 

According to the ASU office of Student housing ASU has the third largest amount of on campus student housing of any university in the United States. This falls short of only Michigan State and Rutgers in number of beds on campus. One large contributor to the reason ASU has such facilities is due to its expectation for all freshman students to live on campus. With a 2008-2009 enrolled freshman class of 8,458 and expectations of increasing enrollment, justification for the existing large magnitudes of on campus housing is evident. 

Rent statistics show different levels of rent for the three different on-campus resident categories. The least expensive rents of on-campus living student is the First Year Residential Experience (FYRE) student classification which pays an average yearly rent of $5,789. Residential College Students on campus pay a slight premium over that of FYRE students at $6,72
 This premium is a factor of higher rents for the newer housing in the Barrett complex, which is allocated to Residential College Students, as well as a $100 per academic year premium for living in a Residential College. The Upper-Class category of on campus students has the highest rent level of all three classes. All rents illustrated in the table below are weighted average rents. Monthly rent amounts are based on the yearly rate spread evenly over the nine month period typical for the fall and spring ASU semesters. 
	ASU Campus Housing Fall 2010 Rent by Type

	Type of Residence
	Weighted Average Rent/Yr
	Weighted Average Rent/Mo
	Total Beds

	First Yr Residential Experience
	$5,789
	$643
	3,332

	Residential College
	$6,272
	$697
	3,013

	Upper-Class
	$6,480
	$720
	1,706


Occupancy for campus housing (based on Fall 2009 figures) shows First Year Residential Experience housing at 93.8% occupancy, Residential College at 97.3%, Upper-class housing at 94.7%. Total occupancy for all dorms on campus is 95.1%

Off Campus Student Housing  
These units are located in complexes that were built from 1964 to 1998 with a median year built of 1971, and a rent range from $529 to $1,641 per month. 

While there are properties throughout the range of the apartment market statistics the mean and median figures represent the majority of the market well. 32 complexes were surveyed and show a weighted average rent of $761 per month, with the majority of complexes signing 12 month lease periods. Overall vacancy in the market has increased in recent years  (9.6% in fourth quarter of 2009). 

Proposed Competitive Developments 

Currently there are plans for a future student housing complex by ACC to be located very near or on campus. If constructed this would be the third of a three phase project at A5U built by ACC, with the first two phases being the Barrett Honors Complex and Vista Del Sol Apartments. This potential project is reported by university housing staff to include 1,500 to 2,000 total additional units and has a projected opening date of fall 2013. The anticipated development is planned to be aimed at Upper­Class students and fraternal organizations. 

Rent Rate Recommendations 

Based on the success of comparable units in the on/near campus ASU marketplace CDS suggests appropriate rent levels for beds in the Valley Wesley complex as outlined in the table presented below. 

	Rent Rate Recommendations 



	Academic Year Rent/Mo
	Total Academic Year Rent (9 mo)
	Summer 
Rent/Mo
	Total Summer Rent (2.5 Mo)
	12 Month Rent Total

	$675
	$6,075 


	$338 


	$844
	$6,919 



	$750 


	$6,750 


	$375 


	$938 


	$7,688 




Sources: REIS; CDS Market Research 

Suggested rent levels include all utilities and bills. 

Rents illustrated for the summer period have been based on 50% of academic year rent. This was done due to the university rent average of approximately 55% of academic year rents on a per month basis for all available summer housing on campus, and specifically 47% for summer housing in the Barrett Honors complex. The period used for summer rents in this table is 2.5 months. The university summer rent period is two months and 20 days. This period is designed to accommodate for move out and turnover in unit for students or others moving in for summer school or other programs sponsored by ASU or Valley Wesley. This period could easily be extended to three months and slightly higher total summer rent levels if a three month period worked logistically for the Valley Wesley organization, its programming and student needs and desires. 

Market Demand Analysis 

Demand for a unique project such as the Valley Wesley development is challenging to quantify. Factors considered by CDS in the demand analysis for this project include: 

• Extrapolation of results from a qualitative student survey performed by Newchaper and Valley 
     Wesley 
• Success of comparable types of housing currently existing in the ASU market 

• Success of comparable facilities which have been built at other universities around the country 

• Known plans for potentially competitive developments. 

Summary results from a survey conducted by Newchapter and Valley Wesley are illustrated in the full report. When asked "If Valley Wesley had a brand new Student Living Center, how interested would you be in living there?", eight students responded "very interested". Additionally 12 students responded as "somewhat interested". Due to standard typical drop off between survey response and action taken in the marketplace students who responded as somewhat interested must be classified as only possibly interested in the proposed product offering. CDS considers 50% of these respondents to be a likely scenario of true product demand. Combining the eight "very interested" and six of the 12 "somewhat interested" students CDS has determined there is demand for 14 beds indicated by the survey. 

While occupancy statistics for a portion of the newer off campus apartments are low, CDS believes that the complexes' exhibiting these rates are not comparable to or a significant source of competition to the Valley Wesley project. Therefore, significant consideration to the performance of these projects has not been included in our demand for the Valley Wesley development. 

Based on information obtained through our research and gained by personal interviews CDS has learned that approximately 1% of the population within Arizona is typically affiliated with the United Methodist Church. Previous research efforts completed by CDS for the United Methodist Church (UMC) suggest a conservative estimate for Methodist population share is 3% in other areas of the United States. 

Due to historical trends and preferences CDS has determined that graduate level students should only be considered as incidental in demand calculations for the Valley Wesley project. Figures in the common data set released by ASU reflect a total undergraduate student composition of 78% Arizona residents and 22% out of state students. Fall 2010 student population at ASU is currently estimated (based on historical 78.5% share of students) at total 53,378 students. In order to successfully absorb the 66 proposed units in the Valley Wesley project Newchapter and Valley Wesley would have to capture 8.6% of all Methodist students student currently enrolled in ASU. 

Based on the analysis of comparable products in the ASU student housing market, the historical success of Wesley campus facilities at other universities and the positive response from the student survey CDS is of the opinion that the proposed Valley Wesley student housing facility is a viable project that should be met with success in the marketplace. However, CDS has identified several issues that we believe should be addressed before construction. 

These include: 

• increasing participation of expected on campus Methodist students at the Valley Wesley Ministry 

• Successful program implementation and high levels of freshman retention based on Valley Wesley Ministry 

• Completion of all requirements set forth by ASU to become approved as a freshman housing exemption 

• Provision of fully private living quarters for a full time Community Assistants to live on site 

• Proper security at the facility. 

CDS is concerned that of an estimated 769 UMC students at ASU from calculations above, only 45-60 are reported as currently active in the Wesley organization. Based upon these numbers a significant outreach effort would be necessary to increase participation in the Valley Wesley Ministry at the ASU campus. 

Also important for the success of the Valley Wesley project will be the success of ministry efforts geared at making a community that students desire to stay engaged in. All students have the choice upon completion of their freshman year to move to apartments nearby or off campus for a significantly less expensive rent amounts. To counter this potential migration Valley Wesley will have to do a very good job of implementing programs and making a strong community of the students living in the project in order to retain them past their freshman year. 

It is of utmost importance for the success of this project to meet requirements for ASU approval as an exemption to the expectation for freshman to live in university housing on campus. Without the acceptance and partnership with the university CDS does not recommend going forward with this project. Though it may be possible to succeed without university approval, it would likely be a constant struggle to keep the project fully leased without any participation from ASU freshman. 

In tune with the first recommendation is the provision of a fully private bedroom and bathroom for each of the required full-time Community Assistants (CA's), Michael Coakley, Executive Director of University Housing for ASU, also highly recommends this provision as a way to attract and maintain good CA's for the property. 

The location of the exiting Tempe First United Methodist Church (FUMC) facility, in the heart of an urban area, renders it as a prime location to be able to help and serve a substantial population of homeless individuals. Tempe FUMC currently participates in a program where they feed the homeless population, provide them with bathing facilities and house them in their facility one night per week. In addition to the one night of lodging, the homeless population in the area count on Tempe first as a facility to provide a meal on a rotating basis shared with other churches during the week. While CDS provides no specific security guidance, it is our recommendation that Newchapter and Valley Wesley ensure proper security measure to protect the residents from the possibility of harm and provide them with an environment that feels safe and secure from any interference from the transient population that frequents Tempe FUMC's facilities. 

