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Debt Service 
Å ¢ƘŜ ǘƻǿƴΩǎ ŘŜōǘ ǎŜǊǾƛŎŜ ŀǊŜ ǇŀȅƳŜƴǘǎ ǊŜƭŀǘŜŘ ǘƻ ǇǊƛƴŎƛǇŀƭ ŀƴŘ ƛƴǘŜǊŜǎǘ ŦƻǊ ōƻǊǊƻǿƛƴƎΦ Lǘ ƛǎ ǇǊƻƧŜŎǘŜŘ ǘƘŀǘ мо҈ ƻŦ ǘƘŜ 

2024 average single family tax bill will be allocated to debt service. General Fund Debt Service represents 5.98% of 
General Fund Revenue for FY2024. 

Å Debt service can be classified into three categories
Å Non-Exempt Debt (General Fund) 
Å Exempt Debt
Å Enterprise Fund Debt

Å Governed by Massachusetts General Laws Chapter 44, sections 7 and 8
Å What a municipality may borrow for
Å Maximum borrowing terms
Å Long term and short-term borrowing 
Å Disposition of unused proceeds

Å The town issues debts once or twice per year depending on projects, and works with a financial advisor and bond 
counsel

Å ¢ƘŜ ǘƻǿƴ ƛǎ ǊŀǘŜŘ !!! ōȅ {ǘŀƴŘŀǊŘ ŀƴŘ tƻƻǊΩǎ 
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Debt Service ςExempt Debt  

Å Exempt Debt is debt that has been excluded from the limits of Proposition 2 ½ by a referendum 
vote. Exempt debt has a dedicated funding source from property taxes.This dedicated funding 
source expires when the debt is fully amortized. 

Å Debt Exclusions require the approval of Town Meeting and at the Ballot Box

Å Debt Exclusions are typically used for larger projects or initiatives that cannot be funded through 
the Capital Improvement Program or other funding sources

ÅWest Elementary School
Å Pension Obligation Bond (50%)
Å Bancroft Elementary
ÅWood Hill/High Plain
Å Public Safety Center
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Exempt Debt Service Schedule
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Exempt Debt Service Schedule ςAverage Single Family Tax Bill

796 
774 768 754 751 747 742 739 735 731 

679 

623 619 619 616 616 616 

220 220 220 220 220 220 220 220 220 220 220 220 
198 

 -

 100

 200

 300

 400

 500

 600

 700

 800

 900



Town of Andover 

Debt and Long-Term Obligations 

Debt Service ςNon-Exempt Debt  

Å Non-Exempt Debt is debt service paid within the limits of Proposition 2 ½ and is funded through 
general fund revenues

Å Non-Exempt debt is composed of Pension Obligation Bond debt service (50%) and debt service 
associated with the Capital Improvement Program.  

Å The Capital Improvement Program is built based on a target funding model ςthis provides for 
managed and predictable debt service as well as a stable funding source for capital 
improvements 

CIP Funding Model
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Non-Exempt Debt Service Schedule
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Non-Exempt Debt Service Schedule ςAverage Single Family Tax Bill
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Existing and Projected New Non-Exempt Debt Service
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Existing and Projected Non-Exempt Debt Service ςAverage Tax Bill
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Water and Sewer Enterprise Fund Debt Service 
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Water Sewer

ÅWater and Sewer Enterprise Fund 
debt service provides funding for 
capital investments in our water 
distribution and sewer collection 
system 

Å The Water Enterprise continues to 
fund an accelerated water main 
replacement program of $6M per 
year, in addition to other major 
capital investments 

Å Future financial planning will rely 
on a rate model adjustment, 
anticipated for early spring 2023
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Debt Analysis and Forecasting 

Å Created by a sub-committee in FY2012, 
the Debt Analysis Tool provides a 
forecasting tool to run scenarios and 
project future year debt service impact

Å The tool allows for assumptions to be 
made on borrowing terms, interest rates 
and when borrowing will occur 

Å Beginning with the Water Enterprise 
Fund, a new debt analysis function is 
being developed to refine forecasting 
functions
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Debt Analysis and Forecasting 

Project Cost Term Interest Rate Payments Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Balance 6,000,000 5,800,000 5,600,000 5,400,000 5,200,000 5,000,000 4,800,000 4,600,000 4,400,000 4,200,000

Water Main Distribution Projects 6,000,000 30 4.50%Principal 200,000 200,000 200,000 200,000 200,000 200,000 200,000 200,000 200,000 200,000

FY2024 Interest 135,000 130,500 126,000 121,500 117,000 112,500 108,000 103,500 99,000 94,500

DPW-14 Total 470,000 461,000 452,000 443,000 434,000 425,000 416,000 407,000 398,000 389,000

Balance 2,500,000 2,375,000 2,250,000 2,125,000 2,000,000 1,875,000 1,750,000 1,625,000 1,500,000 1,375,000

SCADA System Upgrades 2,500,000 20 4.50%Principal 125,000 125,000 125,000 125,000 125,000 125,000 125,000 125,000 125,000 125,000

Interest 56,250 53,438 50,625 47,813 45,000 42,188 39,375 36,563 33,750 30,938

DPW-16 Total 237,500 231,875 226,250 220,625 215,000 209,375 203,750 198,125 192,500 186,875

Balance 4,700,000 4,386,667 4,073,333 3,760,000 3,446,667 3,133,333 2,820,000 2,506,667 2,193,333 1,880,000

Filter Backwash Discharge Tank 4,700,000 15 4.50%Principal 313,333 313,333 313,333 313,333 313,333 313,333 313,333 313,333 313,333 313,333

Interest 105,750 98,700 91,650 84,600 77,550 70,500 63,450 56,400 49,350 42,300

DPW-13 Total 524,833 510,733 496,633 482,533 468,433 454,333 440,233 426,133 412,033 397,933

Balance 560,000 448,000 336,000 224,000 112,000

GAC Replacement 560,000 5 4.50%Principal 112,000 112,000 112,000 112,000 112,000

Interest 12,600 10,080 7,560 5,040 2,520

DPW-18 Total 137,200 132,160 127,120 122,080 117,040
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Debt Analysis and Forecasting 

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

Existing Debt 3,617,857       3,475,000       3,163,553       2,823,769       2,741,866       2,204,768       2,015,356       1,911,591       1,854,004       1,803,278       

Water Main Replacements 470,000 461,000 452,000 443,000 434,000 425,000 416,000 407,000

Water Main Replacements 195,833 192,083 188,333 184,583 180,833 177,083 173,333 169,583 165,833

WTP Generator 142,500 139,125 135,750 132,375 129,000 125,625 122,250 118,875 115,500

Fish Brook Design 110,250 106,200 102,150 98,100 94,050

Total 3,923,583         907,408             887,233             867,058             846,883             736,708             720,583             704,458             688,333             

Water Main Replacements 440,000 432,000 424,000 416,000 408,000 400,000 392,000 384,000

GAC Replacement 137,200 132,160 127,120 122,080 117,040

SCADA System  237,500 231,875 226,250 220,625 215,000 209,375 203,750 198,125

Total 4,885,661         4,507,037         4,386,294         3,810,357         3,492,104         3,241,549         3,154,212         3,073,737         

Water Main Replacements 470,000 461,000 452,000 443,000 434,000 425,000 416,000

GAC Replacement 134,400 129,920 125,440 120,960 116,480

Total 5,111,437         4,977,214         4,387,797         4,056,064         3,792,029         3,579,212         3,489,737         

Water Main Replacements 470,000 461,000 452,000 443,000 434,000 425,000

Total 5,581,437         5,447,214         4,848,797         4,508,064         4,226,029         4,004,212         3,905,737         

Water Main Replacements 470,000 461,000 452,000 443,000 434,000

Total 5,581,437         5,447,214         5,318,797         4,969,064         4,669,029         4,438,212         4,330,737         

Water Main Replacements 470,000 461,000 452,000 443,000

Total 5,581,437         5,447,214         5,318,797         5,439,064         5,130,029         4,890,212         4,773,737         

FY28 CIP

PRIOR

FY24 CIP

FY25 CIP

FY26 CIP

FY27 CIP
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Health Insurance 
Å Health Insurance for municipalities is governed by Massachusetts General Law, Chapter 32B

Å The town moved to a self-insured plan in FY2016 ςthis has created more flexibility to control rate 
increases 

Å Blue Cross/Blue Shield serves as our carrier and administers the health plan. 
Å HMO and PPO for active employees and retirees under age 65
Å MedExplan for retirees 65 and over

Å The town works with a consultant to monitor claims and sets rates

Plan Employee Share Employee Share

HMO Individual 18.9% 81.1%

HMO Family 23.1% 76.9%

PPO 35% 65%

Plan Employee Share Town Share

HMO Individual 30% 70%

HMO Family 30% 70%

PPO 35% 65%

Active Employee Premiums ςHired Before 7/1/17 Active Employee Premiums ςHired After 7/1/17
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Health Insurance 
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Projected Health Insurance Expenses ςFY24-FY28 Å Retiree health insurance reform in 2016 
results in $1.08M in savings for FY2024

Å Active employee premium increases 
results in $1.1M in savings for FY2024

Å Savings offset total health insurance 
appropriation 

Å The total health insurance appropriation 
net of savings is increasing 3.47% for 
FY2024
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Retirement 

Å Massachusetts General Law governs retirement benefits for public employees. The Andover Contributory 
Retirement System administers retirement benefits for Town of Andover employees and cannot make 
changes to benefit levels or benefit plans. The Andover Contributory Retirement System can only make 
certain changes related to purchase of prior service and eligibility based on hours worked. 

Å The Andover Contributory Retirement System is a separate entity from the Town of Andover and is one of 
104 retirement systems in Massachusetts. The system is governed by a Board and is regulated by the 
Public Employee Retirement Administration Commission (PERAC)

Å Public retirement systems in Massachusetts must be fully funded by 2040 

Å The current discount rate for the retirement system is 5.75% - the second lowest return assumption in 
Massachusetts. This discount rate has been reduced over the last several years
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Retirement ςPension Obligation Bond 

Å Prior to the issuance of the pension obligation bond, the 
!ƴŘƻǾŜǊ wŜǘƛǊŜƳŜƴǘ {ȅǎǘŜƳΩǎ CǳƴŘŜŘ Ǌŀǘƛƻ ǿŀǎ пт҈

Å Prior to 1980, cities and towns were unable to make 
contributions to their unfunded pension liabilities

Å Fully funding the pension liability by 2040 would require 
appropriations totaling $365M between 2022 and 2040

Å In 2019, the town developed the Unfunded Liability Offset 
(ULO), the first voluntary employee deduction (1%) to offset 
post-employment benefit costs 

Å In 2021, the Retirement System increased hours of eligibility 
to 30 hours for new employees and provided restrictions on 
ǘƘŜ άōǳȅ-ōŀŎƪέ ƻŦ ǇǊƛƻǊ ǎŜǊǾƛŎŜ 


