EXHIBIT 5A
LCRA 12/18/19

Memorandum

To: LCRA Commissioners

CC. Dan Moye, Executive Director/LCRA

From: Bob Long, EDC

Date: 12/2/2019

Re: LCRA Financial Analysis Procedure, Multi-family Affordably Priced Housing — Steele
Blue Eagle, LLC — Eagle Rock & Blue Rock Apartments

MHDC Form 2013 and Conditional Reservation used for submission of development and
operating costs.

Staff does reasonableness review, noting any areas that are outside MHDC Cost Standards
(attached).

Compare operating pro formawith and without tax abatement.

Assuming costs are within range, tax abatement will be granted if debt coverage ratio is less
than 1.25 without tax abatement.

If developer includes adeferred devel oper fee as equity to be paid by cash flow, initial cash on
cash return should be no greater than 10%.

This policy is applicable to properties in which rents do not exceed MHDC guidelines for
LIHTCs, provided the devel oper agrees to a third-party property manager.
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MHDC Residential (Multi-Family) Development Cost Standards

ltem Standard
Development:
Acquisition (building) $22.5K to $27.5K per unit
Hard (construction) costs — rehab $139-$147 of leasable 5. ft. (1)
Hard (construction) costs — new $122 per leasable sq. ft.
Soft (design, dev fees, legd, etc.) $35K to $50K per unit
Architect Fees (design & supply) 5%-8% of construction cost
Builder’s Profit 6% of construction budget
Builder’s Overhead 2% of construction budget
Genera Requirements 6% of construction budget
Developer Fee 8%-15% of total replacement costs (2)

(1) Assume 75%-80% of gross
(2) 8% of first $2,000,000 of acquisition, 6% of any additional acquisition costs, 15% of first
$4,000,000 of non-acquisition replacement costs and 10% of any remaining.

Operating:
Income increase P/A 3% market rate; 2% affordable
Expenseincrease P/A 3% all
Vacancy at stabilized rent 7% for family, 5% for 55+
Property tax PUPA $500
Insurance PUPA $200
Replacement reserve PUPA $300
Management fee $1,500 p/m or 6% of rents collected (3)
Operations/Maintenance PUPA $3,100
Acceptable DCR 1.25t02 (4

(3) whichever is greater
(4) Minimum standards per MHDC Developer Review 2017

Other —Rental Limits:

MHDC published rents by unit size per 60% median income guidelines
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Budget Analysis

Steele Blue Eagle, LLC (Eagle Rock & Blue Rock Apts.) - 82 units, 9 buildings (8 residential), 52,260 sq.
ft. net leasable residential space, 56,220 sg. ft. gross.

Development:
Actual Standard Evaluation

Acquisition $3,540,000 $20-25K per unit $43,170
Hard costs $3,581,047 $139-147 psf $63.70 psf
Soft costs $1,752,953 $35-50K per unit $21,377/unit
Architect fee $100,000 5-8% construction cost 2.5%
Builder’s profit $194,338 8% construction cost 4.86%
Builder’'s overhead $64,779 2% construction cost 1.6%
Genera requirements $183,338 6% construction cost 4.6%
Developer fee $869,494 8-15% replacement cost 9.25%
Operating per annum
Management fee $44,870 >$1500pm or 6% rents 4.3%/rent
Ops & Maintenance $142,457 $3,100 PUPA $1,737 PUPA
RE taxes (abated) $0 $500 PUPA $0
I nsurance $43,823 $200 PUPA $534
Replacement reserves $24,600 $300 PUPA $300
Other operating costs:
Utilities $107,138 (Owner pays common area el ectric, water/sewer, trash)
Administration $176,561

Debt Coverage Ratio: With Tax Abatement
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