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Executive Summary: 

The following report analyzes a crowd-funded project currently under construction called Grove 

Central. Grove Central is located at SW 27th Avenue and US 1, alongside the Coconut Grove 

Metrorail Station, on the outskirts of the Coconut Grove neighborhood located in Miami Florida. 

This project is spearheaded and developed by Terra, an integrated development firm, and Grass 

River Property, a real estate investment and services company. Gove Central sits on 5.2 acres of 

land that has been leased by the city of Miami for ninety-nine (99) years to the developers.  

Grove Central is a mixed-use development 

project with approximately 171,794 square 

feet (S.F.) of leasable retail and restaurant 

space. The confirmed anchor tenants will be 

Target, Sprouts, Total Wine and More, LA 

Fitness Club Studio and Five Below. There will 

be a total of eleven (11) retail tenants. Five (5) 

already are confirmed they are Chipotle, T-

Mobile, Sushi Mas, Pacific Dental and Woof 

Gang Bakery. The project also consists of 402 

residential Hi-Rise units rated at four (4) stars that will be leased to qualified residents. The total 

square footage amount of residential leasing will be 400,200 SF. Although not finalized we assume 

that the residential unit mix will consist of sixty (60) studio apartments at 450 SF, one hundred (100) 

one (1) bedroom apartments at 700 SF, one hundred and forty (140) two (2) bedroom apartments 

at 900 SF, sixty (60) three (3) 

bedroom apartments at 1,600 

SF, twenty-eight (28) four (4) 

bedroom apartments at 1,800 

SF and fourteen (14) five (5) 

bedroom apartments at 2,200 

SF. Once completed it will have 

1,250 parking spaces. Anchor 

tenant leases are for 20 years, 

retail tenant leases are for ten 

(10) years, and residential leases 

are for one (1) year.  

 



 

 

 

The average daily traffic in terms of 

passengers alongside SW 27th avenue is 

estimated to be 34,500 persons. 

Alongside US 1 it is estimated passenger 

traffic to be at 91,000 people. Coconut 

Grove, also known by locals as “The 

Grove”, is one of the oldest inhabited 

neighborhoods of Miami in Miami-Dade 

County, Florida. The neighborhood is 

roughly bounded by North Prospect 

Drive to the south, LeJeune Road to the 

west, South Dixie Highway (US 1) and 

Rickenbacker Causeway to the north, and Biscayne Bay to the east.  Coconut Grove is south of the 

neighborhoods of Brickell and The Roads and east of Coral Gables. Grove Central can also be 

considered a transit oriented mixed use development project that will have green spaces. The 

project will promote a pedestrian and bike friendly lifestyle, a re-energized Plaza and Underline all 

closely synced and populated with a lively mix of uses that will add value and make it a popular key 

destination of activity and culture welcoming visitors and locals alike. 

 

 

 



 

 

The summary cost is based on presumptive data for the project. Not all data was fully disclosed to 

our team. The project cost is estimated at $224,314,279.00. Development cost (hard and soft 

combined) is estimated at $205,000,000.00. The net present value (NPV) for this project is 

$130,386,613. The unlevered internal rate of return (IRR) is assumed to be 18.9% based on our 

calculations and the levered IRR at 42.66%. Equity multiple will be 5.58x and the yield on cost is 

estimated at 11.5%. Regarding revenue, the stabilized residential net operating income (NOI) will 

be $10,535,674. The stabilized retail NOI will be $13,041,617 summing both retail and residential 

the total combined NOI will be $23,577,291. Financing for the project is specified as: Construction 

loan $157,253,433.00, permanent loan $230,646,404. The Loan to value ratio (LTV) is at 70% with 

a construction loan interest rate at 8% and a permanent loan rate at 6%. In regard to the disposition 

of the property value at the time of exit (sell)  it will be estimated at $487,031,421 with an exit at 

year 10 and an expected exit cap rate at 5.8%. 

Regarding after tax cash flow, the 

projected levered IRR is 41.28%, 

equity multiple is 5.37x, the 

present value from the cash flow is 

$58,665,770, the present value 

from the sale is $146,120,580 and 

the NPV is $122,982,399 

Property Summary: 

Grove Central is a mixed-use development project with approximately 171,794 S.F. of leasable 

retail and restaurant space. The project will also have 402 residential Hi-Rise units rated at four (4) 

stars that will be leased to tenants. The total square footage amount of residential leasing will be 

400,200 S.F.. Grove Central is located less than five (5) miles south of downtown Miami and Brickell 

city center and less than ten (10) miles from Miami International Airport and less than twenty-five 

(25) miles from Fort Lauderdale International Airport. There are several colleges and universities 

within a fifteen (15) mile radius to include the University of Miami, Florida International University, 

Miami Dade College and Nova Southeastern University. This distance also includes a variety of 

indoor/outdoor shopping centers. Public beaches are less than five (5) miles away. 



 

 

Site Description/Location: 

The ongoing Grove Central 

development project site is 

approximately 5.2 acres of land that 

has been leased by the city of Miami for 

ninety-nine (99) years to the 

developers. In accordance with the 

agreement, the rental payments would 

start in the third year of the lease at 

$200,000, followed by $350,000 in the fourth year. Thereafter, the annual rent would be 3% of the 

developer’s gross income for the project, with a minimum payment of $450,000. It is estimated that 

the county will receive over $263,000,000 over the 99 year term.  

Grove Central has a physical address of 2800 SW 27th Terrace - Grove Central, Miami, Florida, 

33133. It will be a fifteen (15) story building with a less than a three (3) minute walk to the Coconut 

Grove metro-rail transit system. The northern boundary of the area is an active commercial district 

located directly alongside highway US-1 and SW 27th Avenue, and adjacent to the Coconut Grove 

Metrorail Station, which connects the Grove to Brickell, Downtown, and the airport to the north as 

well as the University of Miami and Kendall to the south. Since the opening of the Metrorail in 1984, 

no significant development had taken place to incorporate the Grove’s urban commercial district 

with the rest of the Coconut Grove lifestyle. 

Development Description:  

The residential development improvement will consist of four hundred and two (402) residential 

units ranging from studio apartments to units with up to five (5) bedrooms with four (4) bathrooms. 

The square footage per unit ranges from 450 SF to 2,200 SF. Leasing prices for the units are 

between $2,350.00 to $7,400.00 per month depending on unit size. All units will contain amenities 

such as washer/dryer, central air conditioning, shower/tub, Italian crafted  kitchen countertops, 

refrigerator and dishwasher. Site amenities include a business center, a car charging station, a 

lounge, a media center with a movie theater, a fitness center, a game room and a pool.  

The retail development improvement consists of green areas that are pedestrian friendly and have 

close proximity to the bus station and the Miami Metrorail system. Distance to the transit 

metro/bus area is a 3 minute walk. Pedestrian friendly paths will also lead to, “The Underline”. The 

Underline is a new linear park currently under construction and will be projected to be ten (10) miles 

long.The park will stretch from Downtown Miami to the Dadeland South Metrorail Station near 

Dadeland Mall in Kendall, passing through Coconut Grove, Coral Gables and other communities 

and creating a total of 120 acres of tropical gardens and outdoor recreation space. This area will 



 

 

offer opportunities for exercise, art appreciation, cultural performances and relaxation stretching 

from Downtown Miami to Kendall. 

Parking for retail and residential persons will consist of 1,250 spaces for motor vehicles. To include 

parking areas with chargers for electric vehicles.  

Market Preview: 

Demand: 

Coconut Grove is a vibrant 

neighborhood located in the city 

of Miami, Florida. Historically 

known for its lush vegetation and 

Design District, Coconut Grove 

offers a unique blend of 

residential, retail, and 

commercial spaces. The demand 

for mixed-use developments in 

Coconut Grove has been driven 

by several factors: 

 

Location: Coconut Grove 

benefits from its prime location 

in Miami, providing easy access 

to downtown Miami, Brickell, 

and other popular areas. Its 

proximity to major highways and transportation links makes it an attractive location for both 

residents and businesses. 

 

Residential Appeal: Coconut Grove attracts a diverse range of residents, including young 

professionals, families, and retirees. The neighborhood offers a mix of housing options, including 

luxury condominiums, single-family homes, and townhouses. The demand for residential properties 

in Coconut Grove has remained relatively strong due to its desirable location, waterfront views, and 

a sense of community. 

 

Retail and Entertainment: Coconut Grove features a lively retail and entertainment scene. The 

neighborhood is known for its open-air shopping centers, such as CocoWalk, which offers a variety 

of restaurants, boutiques, and entertainment venues. 

 



 

 

Amenities and Recreation: Coconut Grove boasts an abundance of parks, marinas, and outdoor 

recreational areas. Places like Peacock Park and the waterfront promenade attract residents and 

visitors alike. The presence of these amenities enhances the overall appeal of the neighborhood and 

can contribute to the demand for mixed-use developments. 



 

 

 



 

 

When considering the population interested in leasing the residential portion of the mixed-use 

property, an important factor to evaluate is the age and household income of local residents. 

Coconut Grove is known for housing a diverse mix of young professionals and families. The 

presence of several universities and colleges, including the University of Miami, attracts a younger 

demographic of students and academics to the area. Given the higher number of students and 

young professionals, there will continue to be a demand for affordable housing options and rentals 

in the coming years. Furthermore, the median household income for the city is $89,991 (see figure 

1 above), which is approximately $20,000 more than the national median household income of 

$69,000. Considering these demographics, we believe that setting the base rent minimum for the 

residential units in Grove Central at $2,350 is appropriate. 

 

Another crucial factor to consider is the population growth of Coconut Grove. While population 

growth seemed to have peaked over the past year, the area has experienced steady growth over 

the past five years. We attribute the pause in growth last year to the lack of affordable housing 

options and insufficient housing supply. Given the anticipated long-term growth and the lack of 

affordable housing options in Coconut Grove, we anticipate a quick lease-up for Grove Central. 

 

Although we have primarily focused on the residential component when discussing market demand, 

a similar situation can be observed in the retail portion, with one notable difference. That difference 

lies in the recent advancements in technology and online shopping, which have had a negative 

impact on the demand for retail buildings. However, as technology continues to evolve, so does the 

world, creating new avenues to generate demand for retail stores. One such method is the 

development of mixed-use properties that incorporate both residential and retail components. In 

the case of Grove Central, there are 402 residential units directly above essential retail stores like 

Target and Sprouts. This setup, combined with ample parking, significantly enhances the potential 

for retail demand within these spaces. 

 

 

 

 

 



 

 

Supply: 

Residential Market Supply: 

Coconut Grove offers a mix of residential options, including single-family homes, condominiums, 

townhouses, and apartment buildings. The housing market in Coconut Grove has witnessed 

ongoing development and redevelopment, resulting in a diverse range of residential buildings. 

Developers have constructed new luxury condominiums, renovated existing properties, and built 

townhouse communities to cater to various segments of the market. 

 

Despite the pause in population 

growth in Coconut Grove in the recent 

year, one might assume that this 

would lead to an increase in vacancy 

rates. However, the opposite has 

occurred, as vacancy rates have 

actually decreased. This can be 

attributed to inflation and higher 

rents, which have compelled families 

with multiple children to seek more 

affordable housing elsewhere. The 

vacant homes and units have now been occupied by single professionals or young couples. “Figure 

2” illustrates that vacancy rates have reached a low of 5%, a level not seen since 2018. 

 

Furthermore, when 

examining future 

residential deliveries in 

(Figure 3) for Coconut 

Grove, it becomes 

apparent that the only 

upcoming supply in the 

market will be the 402 

units at Grove Central. This 

information is essential for 

assessing market 

competition and gauging the demand for the new units about to enter the market. It serves as a key 

metric highlighting why Grove Central should experience high demand during the lease-up period. 

 



 

 

With vacancy rates on a steep downward trend and rents continuing to increase sharply in recent 

years, it is evident that a substantial amount of new residential supply is needed to increase 

affordability and slow down rent growth. Therefore, given these metrics, there is a positive sign 

indicating strong demand for the new units at Grove Central. 

Retail Market Supply: 

Coconut Grove offers a diverse range of 

retail spaces, including standalone 

buildings, shopping centers, and mixed-

use developments. CocoWalk, a popular 

open-air shopping center, has been a 

significant retail destination in the area. 

Other retail spaces can be found along 

the main commercial corridors, such as 

Grand Avenue and Main Highway.  

 

When looking at “Figure 4”, the 

available square footage (SF) and the 

vacant SF over the past 5 years, it is 

evident that more retail supply needs to 

be added to the market. Additionally, when referencing “Figure 5”, you can see that the current 

vacancy is under 2%, which is at historic lows. If the vacancy stays at these levels, it will only drive 

up the price of rents even more and force out smaller companies that can't compete against national 

retailers. 

 

Furthermore, when examining the anticipated future retail square footage (SF) growth in (Figure 

6), it becomes evident that there is expected to be a lack of supply in the coming period. 

Consequently, in addition to the residential portion, there would be significant resistance and 

competition for absorbing the new retail spaces. 

 



 

 

If Coconut Grove wants sustained 

population growth, it is essential to 

increase retail supply to make local 

consumer goods more affordable. 

The Grove Central project is a great 

initiative for creating more retail 

supply and helping to maintain 

balanced prices. 

 

 

 

 

 

 

 

Marketability of Residential Buildings: 

Residential buildings in Coconut Grove have 

generally enjoyed good marketability due to the 

neighborhood's desirability and attractive 

amenities. The demand for residential properties 

in Coconut Grove has been driven by factors 

such as its prime location, waterfront views, 

access to parks and recreational areas, and a 

sense of community. With these prime factors, 

there will be high overall demand for the 

residential component, which would mostly be 

assumed by young professionals starting their 

careers and looking for a convenient and vibrant 



 

 

place to live that is close to the beach. When it comes to the marketing plan, they began their pre-

leasing in mid-June 2023 and have a very strong marketing team that leverages social media to 

attract tenants for their property. 

 

Coconut Grove offers a diverse range of residential options, catering to various preferences and 

budgets. Luxury condominiums, single-family homes, townhouses, and apartments have all found 

marketability within the neighborhood. When examining the marketability of Grove Central, 

“Figure 7” illustrates a steady increase in market asking rent for studio, 1-bedroom, and 2-bedroom 

units. Given the highly sought-after location of Grove Central and its accessibility to the Metrorail 

and multiple retail stores below the units, we believe an additional 5%-10% premium can be added 

to the base market asking rent. Out of the 402 total residential units at Grove Central, 75% of them 

consist of studio, 1-bedroom, or 2-bedroom units. Upon closer examination of Grove Central's 

current asking rents for these units, they do, in fact, align with the asking rent at the additional 5% 

to 10% premium. Although leasing all 402 units within the next year may seem challenging, we 

believe that the property's curb appeal and its status as a brand new development will attract 

potential tenants, causing them to prioritize Grove Central over other rental properties. 

Consequently, this is expected to generate significantly more demand than properties with similar 

base rent.   

Marketability of Retail Buildings: 

Coconut Grove has been a popular destination for retail businesses due to its vibrant atmosphere, 

high foot traffic, and diverse consumer base. Retail buildings in prominent locations, such as 

CocoWalk and along the main commercial corridors, have generally enjoyed good marketability. 

These areas attract locals and tourists alike, offering a range of dining, shopping, and entertainment 

options. 



 

 

 

Considering the already great marketability of retail in Coconut Grove, Grove Central is expected 

to become even more marketable than other retail options in the area. A significant factor 

contributing to this is the convenient access to the 402 residential units located directly above the 

retail space, with the Metrorail station just a 1-minute walk away. The retail space will also be 

considered a one-stop shop for many people, thanks to the anchor tenant Target leasing out 50,000 

square feet at the location, along with numerous other smaller shops and restaurants. Furthermore, 

the retail spaces at Grove Central benefit from the high daily traffic counts (Figure 8) at the 

intersection where they are located, attracting commuters via vehicles throughout the day, 

especially since it is situated at an intersection with traffic lights. 

 



 

 

The current average rent for square footage in the immediate area stands at approximately $55 per 

square foot on a triple net (NNN) basis. This figure was obtained from a recent rent comparison in 

Coconut Grove, along with the summary of market rents depicted in (Figure 9). Initially, the leasing 

manager for Coconut Grove set a base rent of $65 per square foot. However, it is estimated that 

some of the current leases nearing completion may reach $70 per square foot or even higher, 

particularly for corner retail units at the location. 

Retail Rent Comparables: 

 

Rent comparables are essential in determining fair market value for rental properties. They 

provide valuable data on similar properties in the area, aiding in setting competitive prices. 

However, there are gray areas in this process. Each property is unique, and there may be 

variations not captured by the data. Factors like renovations, local economy changes, and 

intangible qualities can impact rental prices. Rent comparables are a valuable tool, but 

should be used alongside other considerations. 



 

 

 

Sales Comparables:  

 

Sale comparables provide valuable 

insights for determining a 

property's market value. They 

consider factors like location, size, 

and condition of similar recently 

sold properties. However, 

limitations exist. Unique property 

aspects may not be fully captured, 

and intangible qualities can 

influence value. Sale comparables 

are important but should be used 

alongside other factors to 

accurately determine a property's 

value. 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Development Costs: 

The overall project cost is approximated at $224,314,279, divided into four larger categories:  

● Hard costs amount to $170,000,000 

● Soft costs stand at $35,000,000 

● Commercial and other miscellaneous costs are approximately $5,250,000 

● Finally, financing costs round up to $14,064,279. 

 
 



 

 

 
Given a lack of specific data pertaining to the breakdown of hard and soft costs, we chose to  make 

assumptions based on comparable multi-family developments budgets.  

With a total construction costs per gross leasable area (retail + residential) of $392.50.  

The construction loan was assumed to have an 8% interest rate.  

Given the significant value of the construction loan- $157,253,433; the interest accumulated over 

the 2 year duration which comprises the construction period, is justified.  

 

 

 



 

 

Retail operating expenses were estimated at 20% of building value; we had been given a figure of 

$14.5/SF which we found to exclude some critical tenant expenses.  

● Parking  

● Security 

● Facilities Management 

 

The project is structured based on a land lease from the county, whose term is 99 years. The county 

receives a refurbished metro station, bus stop, & parking for commuters for the duration.  

 

 

Development Timeline: 

 

Stabilised Operations & Financing: 

Grove Central's revenue stream is primarily derived from two main sources: retail and residential 

leasing.  

The property spans a gross leasable area of 170,000 sq. ft., distributed amongst five anchor tenants 

and an additional 11-13 minor tenants.  

Beginning with the retail side, the team based this project on an assumed rent of $65 per sq. ft; using 

this, the project has the potential to generate an annual income of $13,619,066 from retail leases 

alone. A vacancy rate of 5% has been incorporated into the projection, which is aimed at reflecting 

the average market vacancy rate of 4.6% in Coconut Grove plus an additional minor allowance for 

possible vacancies. 

 

On the residential side, the project comprises 402 units.  

The unit distribution was calculated based on average proportions, due to the lack of access to 

privileged information. Rental rates, averaged at $3.92 per sq. ft; are slightly above market rate of 

$3.15 per sq. ft.  

However, given the property's prime transit location and well-developed infrastructure, these rates 

are justifiable. Adding in green efficiencies & special amenities, this could be considered on the 

lower end of the possible spectrum. In year one, the team has factored in a 30% vacancy rate to 

allow for the process of stabilizing the tenancy, followed by a standard 7% vacancy rate in line with 

local area averages.  



 

 

These conditions enable the residential portion of the Grove Central project to generate an annual 

revenue of $18,331,200. 

 

Continuing on, after a stabilization period of one year, we anticipate the business to achieve stable 

cash flow. Discussing operating expenses, the team gathered and estimated 40% for the residential 

portion and 20% for the retail portion (in accordance with the triple-net (NNN) lease structure), 

estimates show a total Net Operating Income (NOI) of $23,050,057. 

 

Financing the project is an entire task in and of itself. The team has assumed a capital structure of 

30% equity and 70% debt. Consequently, the anticipated value of the construction loan would be 

approximately $157,253,433. Following the completion of construction during the first operational 

year, there is a transition period with an allowance to acquire a permanent loan. 

 

Upon estimating the Net Operating Income (NOI) and applying a capitalization (cap) rate of 6%, the 

property's valuation is projected to be around $329,494,862. Assuming a loan-to-value ratio (LTV) 

of 70%, the project can secure a permanent loan amounting to $230,646,404. This sum would be 

sufficient to settle the outstanding balance of the construction loan, which is estimated to be 

$156,919,950, while simultaneously returning a free cash flow to investors in the initial phase. 

 

The mortgage is based on a 25-year amortization schedule, with an annual debt service of 

$17,832,696. The Debt Service Coverage Ratio (DSCR) is greater than 1, signifying that the project 

can comfortably meet its debt obligations.  

Such a strong DSCR verifies the project's financial resilience and stability. 

 



 

 

Dispositions & Returns: 

Evaluating investment returns and estimating the terminal value of the project, the team has 

hypothesized that the development will be sold in Year 10 (or at the end of the 7th year of 

operation). The cap rate upon disposition is projected to be around 5.8%, which aligns to the average 

forecasted number for both retail and multifamily sectors. With NOI being projected at 

$28,247,822, factoring in an assumed income growth rate of 3%, the property value approximates 

to $487,031,421. Accounting for all commissions, fees, and repayment of the loan balance, 

$196,007,895; the before-tax cash flow available for distribution to investors equates to 

$269,276,648. 

Given the debt structure and forecasted NOI, the project indicates robust returns for investors. The 

Levered Internal Rate of Return (IRR), based on the Before-Tax Cash Flow (BTCF), stands at 42.6%, 

while the Net Present Value (NPV) is approximately $122,982,399. The unlevered IRR is 

significantly lower at 18.9%, which underscores the capital-intensive nature of this project and the 

immense positive impact of financial leverage. 

The project calculates a 5.58x Equity Multiple & an 11.5% Yield on Cost.  



 

 

 

Variance Analysis/ Feasibility Analysis: 

As part of our sensitivity analysis, we altered the exit cap rate within the range of 4.3%-7.3% and 

flexed the rental growth rate between 2.5% to 7.5%.  

The subsequent matrix illustrates the resulting distribution of the levered IRR (before-tax cash 

flow).  

Additionally, we compared possible variations in the retail vacancy rate,  ranging from 5.5% to 8.5% 

VS. the rental price distribution.  



 

 

While we don't anticipate a decrease in rental prices, which are projected to increase, the matrix 

demonstrates how changes based on these implied variations would affect the returns in most 

scenarios. 

 

 

 

Finally, leveraging the power of @Risk, we computed the probability of achieving an Internal Rate 

of Return (IRR) of at least 37% when implementing various distributions for factors such as vacancy 

rates, growth rates, capitalization rates, and rental prices.  

The results indicated the project to be a sound investment opportunity, successfully passing the 

specified threshold. 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Investment Recommendation: 

In light of comprehensive analysis and meticulous consideration of various factors, Grove Central 

emerges as an exceptionally enticing investment opportunity within the realm of real estate 

development. Our examination, encompassing multiple sensitivity scenarios, reveals that this 

development project boasts significant potential from a market perspective. Moreover, its 

commendable attributes extend beyond market dynamics, providing valuable risk diversification 

prospects for astute investors. The meticulous planning and meticulous capital structuring 

strategies associated with Grove Central further enhance its appeal, poised to generate robust and 

sustained cash flows. By meticulously aligning capital resources and financing mechanisms, 

investors can harness the latent potential of this development, capitalizing on the promising market 

outlook. Consequently, we confidently assert that Grove Central holds substantial promise for 

delivering elevated returns, making it an indisputably compelling choice for astute and discerning 

investors seeking to optimize their real estate portfolios. 
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