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Debt Service




Debt Service
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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.

Debt service can be classified into three categories
A NonExempt Debt (General Fund)
A Exempt Debt
A Enterprise Fund Debt

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

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

A Exempt Debt is debt that has been excluded from the limits of Proposition 2 ¥ by a referendum

vote. Exempt debt has a dedicated funding source from property taXéss dedicated funding
source expires when the debt is fully amortized.

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

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

A West Elementary School

A Pension Obligation Bond (50%)
A Bancroft Elementary

A Wood Hill/High Plain

A Public Safety Center
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Exempt Debt Service Schedule
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Exempt Debt Service Schedujédverage Single Family Tax Bill
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Debt Servicegz Non-Exempt Debt

A NonExempt Debt is debt service paid within the limits of Proposition 2 ¥ and is funded through
general fund revenues

A NonExempt debt is composed of Pension Obligation Bond debt service (50%) and debt service
associated with the Capital Improvement Program.

A The Capital Improvement Program is built based on a target funding mahisl provides for
managed and predictable debt service as well as a stable funding source for capital

improvements

CIP Funding Model

Prior Non-Exempt Debt Service
&

New Non-Exempt Debt Service
el

General Fund Revenue

Total Non-Exempt Plan
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Non-Exempt Debt Service Schedule
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Non-Exempt Debt Service Schedulédverage Single Family Tax Bill
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Existing and Projected New Neiaxempt Debt Service
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Existing and Projected NeBxempt Debt Service Average Tax Bill
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Water and Sewer Enterprise Fund Debt Service

8,000,000
A Water and Sewer Enterprise Fund

7,000,000 debt service provides funding for

capital investments in our water
6,000,000 distribution and sewer collection
system
5,000,000
A The Water Enterprise continues to
4,000,000 fund an accelerated water main
replacement program of $6M per
300,000 year, in addition to other major
capital investments
2,000,000
1,000,000 A Future financial planning will rely
on a rate model adjustment,
] anticipated for early spring 2023

2023 2024 2025 2026 2027 2028

m Water m Sewer

Town of Andover

Debt and Long-Term Obligations



Debt Analysis and Forecastin

Debt Analysis Tool

A Created by a subommittee in FY2012, oo e o o om w e
EXISTING

the Debt Analysis Tool provides a - e ma | | o am imm

. . MUNICIPAL FACILITIES 2,786,099 2,710,042 2,635,019 2,489,480 2,449,062 2,281,724 47,803,830

forecasting tool to run scenarios and i B ma wa mm el e

- . . PENSION OBLIGATION BONDS 5,662,645 5,661,399 5,662,953 5,661,235 5,660,529 5,661,343 101,909,225

t f t d bt t OTHER 184834 181,159 177,364 173,495 145629 143,185 1,853,507

p rOJ e C u u re ye ar e S e rVI Ce I m p a'C TOTAL EXISTING DEBT 12,514,747 12,210,542 11,939,699 11,535,575 11,230,399 10,687,080 184,913,097
AUTHORIZED BORROW /BORROW FY23 AND AFTER

6403 TECHNOLOGY HARDWARE & SOFTWARE 200,000 5 49,000 47,200 45,400 43,600 41,800 - 227,000

A The tool allows for assumptions to be ot s e T N T - -] ——

. . 6530 AHS DESIGN 1,500,000 5 - - 367,500 354,000 340,500 327,000 1,702,500

6452 DOWNTOWN AMENITIES 400,000 10 58,000 56,200 54,400 52,600 50,800 49,000 499,000

m ad e O n b O rrOWI n g te rm S ) I nte re St rates 6451 TOWN BRIDGE EVALUATI ON/MAINTENANCE 500,000 10 72,500 70,250 68,000 65,750 63,500 61,250 623,750

6459 MAJOR TOWN PROJECTS 725,000 10 105,125 101,863 98,600 95,338 92,075 88,813 I 904,438

. .
an d Wh e n b O rrOWI n WI | I O CC u r 6458 MINOR STORM DRAIN IMPROVEMENTS 100,000 10 14,500 14,050 13,600 13,150 12,700 12,250 124,750
950,000 10 137,750 133,475 129,200 124,925 120,650 116,375 1,185,125

6453 SIDEWALKS

6461 MAJOR SCHOOL PROJECTS 280,000 10 40,600 39,340 38,080 36,720 35,560 34,300 349,200

6449 MAJOR SCHOOL PROJECTS 50,000 10 13,050 12,645 12,240 11,835 11,430 11,025 112,275

6463 HMD ST CONSTRUCTION (Essex, Shawsheen & Red Spring) 500,000 10 72,500 70,250 68,000 65,750 63,500 61,250 623,750

. . . . 6468 RECONSTRUCTION/CONSTRUCTION OF SIDEWALKS 950,000 10 137,750 133,475 129,200 124,925 120,650 116,375 1,185,125

A Begmnmg with the Water Enterpnse 460 TowWN & ScHOOL UERGY INTIATVES wooon| 0 wsw| 00| mew|  miso| o] nzs| | wer
6470 TOWN & SCHOOL ENERGY INITIATIVES 330,000 10 47,850 46,365 44,880 43,395 41,910 40,425 411,675

- - - 6478 DPW LARGE VEHICLES 400,000 10 58,000 56,200 54,400 52,600 50,800 499,000

F u n d y a n eW d e bt a_n aIyS I S fu n Ctl O n IS 6477 TOWN SIDEWALK PROGRAM 850,000 10 123,250 119,425 115,600 111,775 107,950 1,060,375
6479 TOWN PARKS AND PLAYGROUND IMPROVEMENTS 550,000 10 77,000 74,800 72,600 70,400 68,200 671,000

: . : 6480 MAJOR TOWN PROJECTS 1,600,000 15 178,667 173,867 169,067 164,267 159,467 2,176,000
being developed to refine forecasting 01 o0 imoas mar ol ey me  oew  swew
6214 LEDGE ROAD LANDFILL (BomowFY25) 3,500,000 20 - - 332,500 324,625 316,750 308,875 5,153,750

f H 6214 LEDGE ROAD LANDFILL (BormowFv26) 3,195,000 20 - - - 303,525 296,336 289,148 4,704,638
u n Ctl 0 n S 6471 MAJOR SCHOOL PROJECTS 975,000 20 92,625 90,431 88,238 86,044 83,850 91,656 1,445,690
6473 CONSERVATION AND LAND ACQUISITION 240,000 20 - 22,800 22,260 21,720 21,180 20,640 353,400

6474 DMS DESIGN & CONSTRUCTION 8,000,000 30 78,333 351,000 618,417 606,417 594,417 13,580,000

28,445,000 1,041,950 1,742,421 2,663,677 3,161,733 3,069,857 2,795,883 40,959,791

13,556,697 13,952,963 14,603,376 14,697,308 _ 14,300,256 13,482,963 225,872,888
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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 4,200,00(
Water Main Distribution Projects 6,000,000 30 4.50%Principal 200,000 200,000 200,000 200,000 200,000 200,000 200,000 200,000 200,000 200,00C
FY2024 Interest 135,000 130,500 126,000 121,500 117,000 112,500 108,000 103,500 99,000 94,50C
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 1,375,00(
SCADA System Upgrades 2,500,000 20 4.50%Principal 125,000 125,000 125,000 125,000 125,000 125,000 125,000 125,000 125,000 125,00C
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 1,880,00(
Filter Backwash Discharge Tank 4,700,000 15 4.50%Principal 313,335 313,333 313,333 313,333 313,333 313,333 313,333 313,333 313,333 313,33:
Interest 105,750 98,700 91,650 84,600 77,550 70,500 63,450 56,400 49,350 42,30C
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

Town of Andover
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Debt Analysis and Forecasting

Existing Debt 3,617,857  3,475000 3,163,553 2,823,769 2,741,866 2,204,768  2,015356 1,911,591 1,854,004 1,803,278
Water Main Replacements 470,000 461,000 452,000 443,000 434,000 425,000 416,000 407,00C
Water Main Replacements 195,833 192,083 188,333 184,583 180,833 177,083 173,333 169,583 165,832
PRIOR WTP Generator 142,500 139,125 135,750 132,375 129,000 125,625 122,250 118,875 115,50C
Fish Brook Design 110,250 106,200 102,150 98,100 94,050
Total 907,408 887,233 867,058 846,883 736,708 720,583 704,458 688,333
Water Main Replacements 440,000 432,000 424,000 416,000 408,000 400,000 392,000 384,00C
Fyo4 o 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 470,000 461,000 452,000 443,000 434,000 425,000 416,00C
) ) ) ) )
Fy25 cjf GAC Replacement 134,400 129,920 125,440 120,960 116,480
Total 4,977,214 4,387,797 4,056,064 3,792,029 3,579,212 3,489,737
Water Main Replacements 470,000 461,000 452,000 443,000 434,000 425,00C
FY26 CIF
Total 5581437 5447,214] 4,848,797 4508064 4,226,029  4,004212 3,905,737
Water Main Replacements 470,000 461,000 452,000 443,000 434,00C
FY27 CIF
Total 5,581,437 5447214 5318797 4,969,064 4,669,029 4438212 4,330,737
Water Main Replacements 470,000 461,000 452,000 443,00C
FY28 CIF
Total 5581437  5447,214 5318797 5439064 5130029 4,890,212 4,773,737
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Health Insurance
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Health Insurance

A Health Insurance for municipalities is governed by Massachusetts General Law, Chapter 32B

A The town moved to a seifisured plan in FY20Xgthis has created more flexibility to control rate
Increases

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

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

Active Employee Premiumg#ired Before 7/1/17 Active Employee Premiurgéired After 7/1/17
" pan | e st Tonshae
HMO Individual 18.9% 81.1% HMO Individual 30% 70%
HMO Family 23.1% 76.9% HMO Family 30% 70%
PPO 35% 65% PPO 35% 65%

Town of Andover
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Health Insurance

Projected Health Insurance ExpenseBY24FY28 A Retiree health insurance reform in 2016
results in $1.08M in savings for FY2024
35,000,000 32,617,267
20.000.000 30,094,533 A Active employee premium increases
o 27,745,148 lts in $1.1M in savings for FY2024
25,588,021 resu ) g
25,000,000 23,835,094
A Savings offset total health insurance
20,000,000 appropriation
15,000,000 A The total health insurance appropriation
10,000,000 net of savings is increasing 3.47% for
FY2024
5,000,000

FY2024 FY2025 FY2026 FY2027 FY2028

Town of Andover
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Retirement




Retirement

A 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.

A 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)

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

A The current discount rate for the retirement system is 5.758e second lowest return assumption in
Massachusetts. This discount rate has been reduced over the last several years

Town of Andover
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Retirement¢ Pension Obligation Bond

A Prior to the issuance of the pension obligation bond, the
l YR2PSNI wSUGANBYSYd {@adsSyQa
A Prior to 1980, cities and towns were unable to make

contributions to their unfunded pension liabilities

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

A In 2019, the town developed the Unfunded Liability Offset
(ULO), the first voluntary employee deduction (1%) to offset
postemployment benefit costs

A In 2021, the Retirement System increased hours of eligibility
to 30 hours for new employees and provided restrictions on
0KS -@lo@fe 2F LINA2N aSNBBAOS
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