




















Appendix A – Financial Analysis of Sale vs. No Sale of Little Neck

Assumptions Common to "No Sale" scenarios:

• Tenants would be given long term leases (in this case 30 years) with no possibility for rent
increases above the CPI

•  The 143 housing units that are currently seasonal would stay seasonal
• The wastewater loan would be paid off over 20 years with equal principal payments of

$300,000 per year
• A "sinking fund" for capital improvements (such as erosion control) is contributed to in the

amount of $120K per year

Assumptions Common to "Sale" scenarios:

• Sale proceeds of $24.8M
• Corpus value is adjusted for inflation each year through reinvestment
• Trust expenses of .4% or 40 basis points (includes legal and accounting)
• Seasonal units converting to year-round contribute new students to the Ipswich School

System at the rate of an average Ipswich household (.4 students per household)
• Seasonal units converting to year-round contribute new year-round residents at the rate of an

average Ipswich household (2.42 residents per household)
• Costs to the town for municipal and school services generally increase at the rate of inflation

(if costs were to increase at a higher rate, then the Sale scenarios would become even less
attractive)



Additional “Most Likely Scenario” Assumptions

In this scenario and the accompanying chart, I make assumptions that are not overly optimistic or
pessimistic for either the “No Sale” or “Sale” options.  In this scenario, the sale option generates
only a small net benefit for a few years before becoming a drain on the town from then on.

Most Likely “No Sale” Scenario:

• As an incentive, rents will be set initially at 90% of the fair market rent that was established
by all four appraisals (Feoffees, School Committee, FinCom and Tenants)

• A professional property manager is hired and charges 15% of the gross income

Most Likely “Sale” Scenario:

• Corpus safely returns on average 1.5% over the rate of inflation (so 4.5% in an environment
of 3% inflation)

• 143 units of seasonal housing convert to full time housing over a span of 15 years
• New year-round residents create an incremental burden on the town budget of only 50% of a

typical new resident (since they were already part time residents)

Net Fiscal Benefit (in Constant 2011 Dollars)
Most Likely Scenario
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Additional “Pessimistic No Sale/Optimistic Sale” Assumptions

In this scenario and the accompanying chart, I make assumptions that are intended to be
pessimistic for the “No Sale” option, and optimistic for the “Sale” option.  Even given these
starting conditions, the time period during which the sale option generates a higher net benefit is
a matter of just a few years.  Within a little over 20 years, there is a structural net deficit.

Pessimistic “No Sale” Scenario:

• As an incentive, rents will be set initially at 80% of the fair market rent that was established
by all four appraisals (Feoffees, School Committee, FinCom and Tenants)

• A professional property manager is hired and charges 20% of the gross income;

Optimistic “Sale” Scenario:

• Corpus safely returns on average 2.5% over the rate of inflation (so 5.5% in an environment
of 3% inflation)

• 143 units of seasonal housing convert to full time housing over a span of 30 years
• New year-round residents create an incremental burden on the town budget of only 25% of a

typical new resident (since they were already part time residents)

Net Fiscal Benefit (in Constant 2011 Dollars)
Pessimistic No Sale/Optimistic Sale
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