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A Citizen’s Guide to the Budget

Welcome! If you are reading this it means you are interested in better understanding one of the
most important documents produced by your community. The Town Manager’s Recommended
FY 2017 Budget & Financial Plan is much more than just a collection of numbers; it is a
reflection of our community’s values, priorities, and goals. The Budget document serves as a
policy document, a financial guide, and a communications device to its residents. To this end, it
is designed to be as user-friendly as possible. This section of the Town Manager’s
Recommended FY 2017 Budget & Financial Plan was created to help orient readers by providing
a brief overview of the budget process, as well as an explanation of the organization of the
budget document itself. We hope you find the introductory guide a useful tool as you better
acquaint yourself with the latest financial and planning information for the Town of Andover.

The Budget Process

The Town of Andover is governed by the Town Charter by which a popularly elected, five-
member Board of Selectmen appoint a professional manager to administer the daily operation of
the Town. The Town’s legislative body is Open Town Meeting in which any registered voter of
the Town of Andover may partake and vote. There are nine (9) precincts in Andover. The Town
Manager is the chief executive officer of the Town, responsible for managing the day to day
business of Town departments.

In accordance with the Town Charter and bylaws, the Town Manager must annually submit a
budget to the Board of Selectmen. Andover has a long tradition of developing a budget that
clearly defines departmental missions, goals and objectives. The annual operating and capital
budgets are submitted as part of the Town Manager’s annual budget. The Board of Selectmen
and Finance Committee review the annual budget February through April and submit their
recommendations to Town Meeting. Town Meeting then votes to adopt both the operating and
capital budgets at the Annual Town Meeting.

It is important to note that the financial and budgetary information presented in the annual
budget are projections and are subject to change prior to Town Meeting. For definitions of terms
used in the annual budget, refer to the Glossary of Terms.

For prior year budgets and plans, plus additional financial documents please visit
www.andoverma.gov.,

For more detailed information on the budget process, please refer to page 169.




Community Profile

The Town of Andover is located 22 miles north of the state’s capital, Boston, Massachusetts, and
is home to over 33,000 residents living in a suburban community of 32.1 square miles of which
31 (96.5%) square miles is land and 1.1 (3.5%) square miles is water. The Town was settled in
1642 and incorporated in 1646.

Andover is one of thirty four communities located in Essex County. It contains the western most
point of Essex County situated along the Merrimack River. In addition to the Merrimack River,
other significant water areas include the Shawsheen River and Haggetts Pond, the latter of which
serves as the Town’s reservoir. Residents of Andover enjoy a multitude of natural resource areas
such as Pomps Pond, the Harold Parker State Forest, the Charles W. Ward Reservation, the
Harold R. Rafton Reservation and the Deer Jump Reservation, to name just a few.

Andover’s quality of life is also enhanced by its reputable school system, commitment to public
safety and active civic life, The Town is located at the intersection of Interstates 93 and 495 and
has two commuter rail stops. All of which provide for accessible commuting options to Boston
and other points east, west, north and south.

The Town’s vibrant downtown district and strong commercial and industrial tax base have

enabled local officials to provide the quality municipal services for which its residents have
come to expect. Efforts of which are profoundly supported through the Town’s active civic
involvement.

Name: Town of Andover Settled: 1642
Total Area: 32.1 Sq. Miles Incorporated: 1646

Land: 31.0 Sq. Miles

Water: 1.1 Sq. Miles Elevation: 180 Feet
Public Roads (Town): 188 Miles Coordinates: 42°39°30"'N 71°08°15""W
Public Roads (State): 23 Miles
County: Essex Population: 33,201 (2010 Census)
Form of Gov’t: Open Town Meeting Schools: K-12

FY16 Residential & Open Space Tax Rate: $14.82
FY16 Avg. Single Family Home Value: $603,550




JOINT BOARD OF SELECTMEN AND FINANCE COMMITTEE MEETING SCHEDULE
FY17 BUDGET AND 2016 WARRANT ARTICLE REVIEW

(02/05/16)
February
Fri. 5% Town Manager’s Recommended FY16 Budget Released (on Town website)
Mon. 8 High Level Overview Presentation of TM’s Recommended FY16 Budget
Sat, 27" All Town Department Budgets (MHL — 9:00 AM to 3:00 PM)
March
Mon. 7% Fixed Costs; CIP; Warrant Articles
Wed. o Tri-Board Meeting — School Budget Request (Sch. Com. Mtg. Rm. — 7:00 PM)
Mon. 14% Revenues; Financial Articles; Water & Sewer Rate Hearing
Mon, 21° Budget & Warrant Articles; Water & Sewer Rate Hearing
Mon. 28% Operating Budget, Capital and Warrant Article Votes, Fixed Costs, Water & Sewer Rate
Votes
April
Mon. 4" Final Budget & Warrant Article Votes (if needed)
Tues. 5™ Finance Committee Report to the Printer
Fri. 22 Finance Committee Report due to Residents
May 27¢ 2016 Annual Town Meeting (1% night)

All meetings will be held beginning at 7:00 PM in the Selectmen’s conference room
In the Town Offices unless otherwise noted.



TOWN OF ANDOVER
MISSION & VALUES STATEMENT

Developed by the
Board of Selectmen, Town Manager, and Town Department Heads
Adopted by the Board of Selectmen on October 6, 2003

The mission of the Town of Andover is to ensure the safety, education, and well-being of the
community; to be a leader in the delivery of efficient and effective quality services that respond to
community needs; to promote the continuous improvement of staff skills and performance; to

encourage an environment of trust; to respect cu

historic character of the community.

ltural and economic diversity; and to preserve the

The Board of Selectmen, as the chief policy makers for the Town of Andover, Massachusetts,
will provide leadership in advancing the following primary and supporting values:

VALUE 1 —~ENSURE THE SAFETY, EDUCATION,

AND WELL-BEING OF THE COMMUNITY

1.1  Protect the safety of persons and property

1.2 Maintain the high quality of education
for all

1.3 Maintain the Town’s infrastructure

1.4 Promote public health programs and
AWAreness

1.5 Manage the impact of non-municipal
public utilities

1.6  Support human/community services

1.7 Ensure compliance with regulatory
requirements

1.8 Identify and promote economic
opportunities

VALUE 2 —BE A LEADER IN THE DELIVERY OF
EFFICIENT AND EFFECTIVE QUALITY SERVICES
THAT RESPOND TO COMMUNITY NEEDS

2.1  Deliver innovative municipal services
2.2 Encourage cost saving initiatives

2.3 Assess and prioritize community needs
2.4 Maintain the Town’s “Aaa” bond rating

VALUE 3 —PROMOTE THE CONTINUOUS

IMPROVEMENT OF STAFF SKILLS AND

PERFORMANCE

3.1 Recruit, develop, and retain a highly
skilled workforce

3.2 Promote and recognize municipal
professionalism

3.3 Measure, evaluate, and improve
performance

VALUE 4 — ENCOURAGE AN ENVIRONMENT OF

TRUST AND HONESTY

4.1 Uphold high ethical standards

472 Value teamwork and cooperation

4.3 Promote open communication with the
public

4.4  Solicit citizen participation

4.5 Recognize the outstanding contributions
of citizens

VALUE 5 -RESPECT CULTURAL AND

ECONOMIC DIVERSITY
5.1 Promote diversity in the workforce and
community

5.2 Provide services that are accessible, fair,
and equitable
5.3 Support housing alternatives

VALUE 6 —PRESERVE THE HISTORIC
CHARACTER OF THE COMMUNITY

6.1 Celebrate Andover’s unique heritage
6.2 Protect and acquire open space



THE ANDOVER VISION

As citizens of Andover, we are grateful to those in the past who nurtured the attractive, well managed, and
vibrant town that we enjoy today. At the same time, we are mindful of our current stewardship and the fragile
nature of much that we cherish. We have confidence that the most promising approach to the future is to
acknowledge and act upon the values that we share. This is our Vision and our hopes and commitments for the
Andover of the future, Vision 21 Committee — July 26, 2004

QUALITY EDUCATION
We will offer a rich and challenging public education that

builds essential skills and knowledge that support a broad range
of academic and vocational options, enable successful
participation in our society and culture, and sustain curiosity
and learning in a world of new and ecver changing
opportunities. We will cultivate the public library as a resource
for lifelong learning and enrichment and as facilitator for the
flow of information throughout the community. We will find
ways to protect the quality of these institutions through
fluctuating economic cycles.

OPEN SPACE AND RECREATION

We will continue to acquire and protect open space as a crucial
natural resource that helps to maintain the character of the
town, offers access to both active and passive recreation, and
provides an important natural system for water recharge, flood
control, and wildife habitat.

VIBRANT BOWNTOWN

We will maintain our downtown as an attractive and vibrant
center with a mix of commercial and public activities, historical
elements, and parks. We will use permits, zoning guidelines,
and planning approvals to attract and keep pedestrian-friendly
street-level enterprises.

SMALL-TOWN CHARACTER

Even as the Town continues to grow, we will actively scek to
identify and preserve those elements — town layout and scale,
central focus, community-wide activities, respect for historical
structures, and residential mix that give Andover its small-town
character.

CITIZEN PARTICIFPATION

We will govern ourselves in a manner that encourages
participation by all, that consistently provides adequate
information for making informed choices, and that acts to
preserve our investment and the interests of the community as a
whole. We will acknowledge the needs of others and consider
compromises that are in the best interest of the Town and
region.

HISTORICAL HERITAGE

We will maintain strong and consistent zoning that protects
historic buildings and places, and we will support the
institutions that protect and promote Andover’s historical
heritage.

CULTURAL DIVERSITY

We will be respectful of Andover’s many races, ethnicities,
religious beliefs, and lifestyles.  We will facilitate public
events that celebrate diversity and provide opportunities for
sharing cultural traditions. As a community, we will not
tolerate acts of hatred or persecution.

FINANCIAL STABILITY

We will follow prudent financial practices that balance
consistent  high-quality  services, private vs. public
responsibility, stable tax rates, and responsible levels of debt.
We will set ambitious goals but live within our means. In
making financial decisions, we will include an understanding of
long-term costs and consequences, particularly to the
environmental integrity of the Town. We will consider
regional partnerships that offer more effective and economical
options, and we will manage the impact of our decisions on
property values relative to similar communities.

HEALTHY AND SATE ENVIRONMENT

We will protect public health and safety through careful
monitoring and enforcement of envirenmental, health, and
safety regulations and by continuing to provide effective and
responsive fire and police protection and beneficial public

" health services.

MANAGEMENT OF NATURAL RESQURCES

We will manage and protect our natural resources, particularly
water, in a manner that acknowledges our responsibility to
future generations and to other communities that share those
resources. We will monitor air quality and take measures to
mitigate negative effects of emissions from vehicles, regional
incinerators, and industrial facilities.

TOWN SERVICES

We will provide effective and efficient services that build and
maintain Town infrastructure, handle Town business, and assist
citizens. We will use technology to facilitate interdepartmental
communication and efficiency, and to provide public access to
Town information.

HUMAN SERVICES

Through our department of community services, other Town
programs, and religious institutions, we will sponsor services
and programs, facilities, outreach, and recognition to veterans,
seniors, youth, and the disabled or disadvantaged among us.
We will foster connections among all citizens to help us to
appreciate, learn from, and support one another.

TRANSPORTATION

We will monitor changing commuting patterns and side-effects
on air and water quality, noise, and traffic. We will work
within the region to sirengthen opportunities for regional
transit, rail travel, commuter buses, and improved connections
with mass transit hubs. We will seek solutions to local needs
for downtown and commuter parking, for safe and efficient
traffic flow, and for shuttle service to local facilities and
services. We will encourage foot and bicycle travel as an
alternative to automobiles, whenever feasible.




ORGANIZATION

Voters

[ i I ]
Board of Selectmen Moderator School Committee

| | 1

Town Manager Finance Committee Superintendent

|
Community Services 1 C.D. & Planning || Finance & Accounting [ Info, Technology School Department
Elder Services 7 Police Town Clerkk [ Library Haman Illes p——

Youth Services [-{  Fire-Rescue Veterans Services [ Municipal Services

The Mission of the Town of Andover is to ensure the safety, education, and well-being of the
community; to be a leader in the delivery of efficient and effective quality services that respond
to community needs; to promote the continuous improvement of staff skills and performance; fo
encourage an environment of trust; to respect cultural and economic diversity; and to preserve
the historic character of the community.




TOWN OF ANDOVER

Town Offices
36 Bartlet Street
Andover, MA 01810
(978) 623-8200
www. town.andover.ma.us

February 5, 2016

To:  Honorable Mary T. O’Donoghue & Members of the Board of Selectmen
Honorable S. John Stumpf & Members of the Finance Committee

I'hereby transmit to you the recommended FY 2017 operating and capital budgets. The General
Fund Budget as proposed totals $159,921,029 which is an increase of $4,579,018 (2.94%) from
the current budget. The Water & Sewer Enterprise Funds, exclusive of the General Fund, totals
$7,599,988 as proposed which is an increase of $370,912 (5.12%). The total available increase
for Town and School Operations is $3,296,328 (2.98%). An additional $10,405,575 will be
either raised or appropriated to fund non-appropriated expenses, state assessments and certain
capital projects.

Over the past several months, the Administration has worked to define the fundamental goals
and objectives from which the F'Y 2017 budget has been developed. Those goals are as follows:

* Develop a FY 2017 budget that is within the limitations of Proposition 2 ¥2 and in
compliance with Town and Board of Selectmen financial policies;

¢ Maintain a level service budget, while identifying opportunities to improve service
delivery through efficiency and a commitment to collaboration and innovation;

» Maintain employee compensation in a manner that provides opportunities for equity
through modest adjustments and is consistent with the Town’s long term financial
planning efforts;

* Continue to aggressively manage employee benefits and associated impacts, both short
and long term;

» Continue towards developing a long term financial model that provides for predictability
and the opportunity to plan for sustainability of operations;

¢ Establish a capital program that is based on an annual spending target for cash and debt
appropriations that provides the Town with the ability to expand capital capacity and
fund investments in both infrastructure and facilities within the limitations of
Proposition 2 % ; and

» Develop a budget document consistent with the recommended guidelines and best
practices set forth by the Government Finance Officers Association (GFOA).

Balancing Community Needs with Fiscal Responsibility
Throughout the budget process considerable attention has been given to balancing the needs of

the community and expectations of Andover’s residents with the need to develop a financing
plan that is fiscally responsible. As part of that process each department budget was carefully



examined and department and division heads were challenged to consider measures that
maximize productivity of the organization while ensuring the effective delivery of quality
services within available resources. As part of determining the level of available funds to offset
obligations and for department operations, the following revenue and expenditure assumptions
were used to develop the FY 2017 recommended budget:

Revenues

Tax Levy to increase by the 2.5% (less Excess Levy Capacity) as allowed by
Proposition 2 % plus New Growth.

New Growth and Local Receipt estimates are based on five year averages of actual
growth and collections.

State Aid projections have been adjusted to reflect the Governor’s Budget (H1).

Free Cash to be appropriated only for one time capital expenditures while maintaining a
balance that will provide for a stable amount of Free Cash in future years.

Expenditures

Town and School Operating Budgets to increase only by the amount of available funds
after meeting the funding requirements of all obligations.

Retirement contribution to increase by 8% from current budget per the existing funding
schedule.

General Fund Other Post Employment Benefit (OPEB) funding will be based on a
percentage of budget; with a target set of 0.5%.

Employee Health Insurance expense to increase by §%.

Total appropriation to fund Capital Expenditures (cash and non-exempt debt) will be
based on a percentage of budget and increase by approximately 0.6% over FY 2016.

Based on the assumptions as outlined above, Town departmental personnel and expense budgets
are increasing by $1,112,087 (2.98%). Some of the more significant budget changes include the
following;:

Police Department +$322,410

Increases to the Police Department’s budget are reflective of the recently settled
collective bargaining agreements between the Superior Officers and the Patrolmen. The
agreements provide cost of living increases for FY 2015 (1.5%) and FY 2016 (1.75%).
The Police Department is the only budget that has been adjusted based on settled
collective bargaining agreements. Additionally, the Community Support Coordinator
position approved in the current fiscal year has been included in the FY 2017 budget.

Municipal Services — Solid Waste & Recycling +5147,590

Costs associated with solid waste and recycling pickup and disposal are increasing
significantly. The Municipal Services Departments are continuing to explore options to
contain these costs, including potential opportunities to regionalize the service.

Municipal Services — Plant & Facilities +48,937
The FY 2017 budget includes a collaboration between the Town and School to fund a full
time Custodial Supervisor. The Town’s contribution to this effort is $30,000. This

OFFICE OF THE TOWN MANAGER, ANDOVER, MASSACHUSETTS 01810 (978) 623-8225



position will provide much needed oversight of custodial services in the evenings and
after normal business hours. This recommendation is consistent with the ongoing effort
to improve the condition of Town and School facilities.

Municipal Services — Street Lighting +$20,000

The recommended budget includes increasing funding for street lighting by $20,000.
This will provide the Town with the resources to proceed with the much anticipated
Town wide street light LED conversion project. The projected savings in electricity costs
associated with replacing the current fixtures with LED fixtures will offset the costs of
the conversion. The costs of converting the fixtures will be included in the operating
budget for a period of five years, at which point the savings associated with the
conversion will be fully realized. It is expected that all of the fixtures will be replaced in
FY 2017 and that the useful life of the technology is 18-20 years.

Legal -§50,000

The recommended budget includes a restructuring of the Town’s legal services by
establishing an internal Legal Department. As part of this effort, the budget includes
funding for a Town Counsel position and a corresponding decrease in expenditures for
contracted legal services. The proposal to establish a Legal Department assumes that the
Town will continue to contract for labor and employment law services and other
specialized legal services.

Information Technology +$164,806

As the organization continues to evolve and embrace the integration of technology into
daily operations, the amount of devices owned and managed by the Town continues to
increase. As part of this necessary reality are the increased costs associated with software
licensing and maintaining the infrastructure to support the network and its associated
devices. Below is a comparative graph that shows the number of devices supported
within the organization in FY 2014 compared to the number projected for FY 2017 and
FY 2018.

a2F¥14 EFVITN1E
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Community Development & Planning +$26,468

The recommended budget includes the elimination of two part time administrative
positions and funding for one full time position. As part of the Town’s commitment to _
improving customer service it has been become increasingly apparent that there is a need
for a consistent presence at the front desk in this department. A customer of this department
often is required to make a number of visits to the office before completing the transactional
and permitting process. There continues to be significant frustration from customers
associated with the Town’s ability to provide continuity of services in this area. The
budgetary impact (not including benefits) of this modification to staffing is $7,478.

School Department — Funding the Gap

The FY 2017 recommended budget for the School Department and the proposed budget as
voted by the School Committee results in a funding gap of $2,041,475. Despite the existing
gap in funding, Town and School Administrations are engaged in and committed to
ongoing discussions on how we can work collaboratively to close the gap and mest the
collective goal that was established in October which is to bring a balanced and consensus
budget to Town Meeting in May. As part of these discussions special attention is being
paid to developing mechanisms that will provide funding to offset extraordinary
expenditures associated with unanticipated fluctuations in Special Education costs and
growth in student enrollment.

Compensation & Employee Health Insurance

The Compensation Fund will increase by $160,000 to a total of $1,110,000. This is reflective of
carrying forward the amount budgeted in FY 2016, less the amount transferred to departmental
budgets as a result of settling outstanding collective bargaining agreements (police only), and an
increase that will be available for modest cost of living adjustments in FY 2017. There are four
collective bargaining agreements that remain unsettled for FY 2015 and FY 2016. The two
agreements that have been settled are scheduled to expire on June 30, 2016.

The Board of Selectmen voted fo invoke Section 22 of Chapter 32B, the law that governs employee
health insurance. As part of the Municipal Health Reform Law, Section 22 provides municipalities
with the opportunity to change plan design and share 25% of the associated savings with
employees enrolled in Town managed plans. As part of this process, the Town has begun meeting
regularly with the Public Employee Committee (PEC) to discuss the proposed changes and to
negotiate how the potential savings will be shared. Initial projections indicate that the Town may
be able to realize significant savings (approx. $1,000,000) through plan design changes, however,
the recommended budget maintains a projected 8% increase in employee health insurance costs.
Over the next several months, the Town will have a better understanding of the potential savings
and the associated impacts.

iv
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Other Post Employment Benefits (OPEB) Funding

The recommended budget includes a change in practice with regard to funding the Town’s OPEB
liability. The recommendation includes two components:

1) A General Fund Appropriation that is based on a percentage of the adjusted General
Fund budget that increases annually based on projected budget growth, The established
target is 0.5% of budget.

2.) A combined appropriation from the Water & Sewer Enterprise Funds that reflects the
Annual Required Contribution (ARC) from the enterprise funds.

The basis for the change is to provide for sustainability and predictability year over year with
regard to offsetting the Town’s OPEB liability. The funding strategy as reflected by appropriations
approved by the 2015 Annual Town Meeting included an annual appropriation of 25% of the
certified Free Cash balance. Free Cash is volatile and susceptible to significant fluctuations over
time and therefore has been eliminated from the annual funding formula.

The FY 2017 recommended budget includes a total appropriation of $920,500 which includes
$304,500 from the Water & Sewer Enterprise Funds and $616,000 from the General Fund, which
is 0.4% of the adjusted General Fund budget. This funding strategy has been discussed with the
Town’s Financial Advisor and there is no expectation that it will have an adverse impact to the
Town’s AAA Bond Rating.

Water & Sewer Enterprise Funds

The Town recently contracted with Woodard & Curran for the purposes of conducting a
comprehensive water & sewer rate study. The study will include the development of a rate
structure that is designed to provide for the maintenance of operations and capital investments in
facilities and infrastructure. The study is expected to be completed in March and will inform
discussions regarding the FY 2017 rates.

Sustainability & Energy Conservation

FY 2017 begins a five year plan to increase efficiencies in our heating, ventilation, and air
conditioning (HVAC) systems in both Town and School facilities. The Town has identified
several areas where the organization can capitalize on investments. The Town is replacing older
pumps and fans with high efficiency, variable speed drives that will conserve energy and reduce
costs. Additionally, the Town is making significant investments by upgrading pipe insulation
where necessary to reduce strain on the system and preserve heat once it is created by the system.
The use of pneumatics for heating controls is an outdated practice. A major project in FY 2017
will be to remove the pneumatic system at Andover High School which relies on air compressors
and miles of tubing throughout the school to open and close valves, and replace the system with
digital controls that will provide for remote monitoring and management.

v
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The use of steam heating systems is also now outdated, inefficient, out of balance, and requires
significant maintenance. Andover only has a few buildings still using steam boilers, which are
all nearing the end of their useful lives. The Town will begin the conversion process with a
detailed design phase in FY 2017 for the West Elementary School. Lastly, the Town has
installed Demand Controlled Ventilation systems in many School and Town buildings and will
continue working to implement these systems in FY 2017. Demand Control allows staff to
constantly monitor oxygen levels and adjust fresh air intake to keep our building occupants
comfortable and healthy, By knowing the actual oxygen levels we can avoid wasting energy by
heating up outside air when it is not needed, and can increase outside air volume when it is
needed.

These investments are consistent with the Town’s commitment to energy conservation and the
associated opportunity to reduce costs related to managing energy consumption in Town and
School buildings.

Capital Improvement Program & Expanding Capital Capacity

The Town Manager’s Recommended Capital Improvement Program for FY 2017 totals
$16,492,000. The following revenue sources provide the funding for the projects:

=  General Fund Revenue $ 3,440,000

»  General Fund Borrowing $ 4,625,000

»  Use of Free Cash $ 3,450,000

» General Fund Exempt Borrowing $-0-

» Special Dedicated Funds $ 1,664,000

=  Water and Sewer Enterprise Funds $ 3.313.000
Total Recommendation $16,492,600

The recommendations included in the FY 2017 Capital Budget are consistent with those included
in the CIP document that was released on October 31, 2015 with the exception of increases in the
recommended appropriation from General Fund Revenue (Capital Project Fund) and from Free
Cash. The adjustments are consistent with the recommendation made to and affirmatively voted
on by the Board of Selectmen to permanently expand the Town’s capital capacity by redirecting a
portion of the Town’s existing excess levy capacity. Subsequently, this will provide the Town
with the opportunity to increase the non-exempt capital appropriation from 5.07% to 5.7% of the
adjusted General Fund budget.

As I noted in the CIP transmittal letter, the Town needs to work towards developing an annual
spending target for capital that is sustainable and provides capacity within the limitation of
Proposition 2 Y. This will provide the Town with the opportunity to fund projects within the levy
limit that otherwise would require a debt exclusion override. Increasing the spending target to
5.7% is a step in the right direction towards reaching a goal of 7%. The corresponding impact
will be reflected in the recommended budget through the inclusion of a financing proposal to
move Town Yard and build a new Municipal Services Facility within the limitations of

vi
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Proposition 2 ¥%. The chart below provides information relating to the calculation used to
develop the capital spending target.

' FY 2016 Budget [FY 2017 Recommended Budget
Total Revenue | $172,882,017 $177,926,592
Less Exempt Debt © (54,304,090 (53,597,424)
Less Water/Sewer Enterprise | ($12,193000) (812,615,785)
Less Water/Sewer Reserves & Articles i ($855000) 1 (81,163,000
Less Water/Sever Reserves Operating | (§766,767) | (3844,636)
LessFreeCash | (34.893083) ($3,718,000)
Adjusted Revenue Budget $149,870,077 $155,987,747
FY2016 Budget| FY 2017 Projected Budpet
Capital Projects from Taxation | $2450000 ,  $3.440000
Non-ExemptDebt | 385148405 = $5468925
Total Non - Exempt Capital Qutlay $7,598,405 $8,908,925
Non - Exempt Capital as % of Adjusted Budget ' 5.07% E 5.71%

Municipal Services Facility Recommended Financing Plan

Moving forward with a Town Yard project has continued to be a priority of the Town and the
Board of Selectmen for the past decade. As the years pass, preliminary cost projections have
indicated that project costs are escalating at a rate of approximately $400,000-$500,000 per year.

In determining an appropriate site to build a new Municipal Services Facility considerations
included potential impacts to abutters, adequate space to build a facility that meets current and
future needs and the ability to effectively run the operations of the department from the new
location. As part of that process, it was determined that 5 Campanelli Drive is the most
appropriate and cost effective site to relocate Town Yard and to construct a new facility. As part
of the financing plan to move this project forward and the overall program associated with
relocating the Municipal Services Department’s operations, this budget is reflective of three
recommendations that I plan to request that Town Meeting take action on. The
recommendations are as follows:

1.) Town Meeting vote to appropriate $2,250,000 from Free Cash to purchase 5 Campanelli
Drive, This would leave a Free Cash balance of §1 million after funding the four other
projects that have been recommended to be funded from Free Cash.

2.) Town Meeting vote to support sending a Home Rule Petition to the Legislature that will
establish a Municipal Services Facility Mitigation Fund for the purposes of using certain
and specific revenues from the future use of the site of the current Town Yard (11 Lewis
Street) to mitigate the financial impact of constructing a new facility at 5 Campanelli
Drive.

3.) Town Meeting vote to appropriate $900,000 from General Fund Taxation (Capital
Projects Fund) to fund the design and engineering phase of the Municipal Services
Facility Project. The capital capacity ($900,000) associated with funding the design
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phase in FY 2017 will be shifted from General Taxation to Non-Exempt Debt Service in
FY 2018. This will offset the costs associated with the construction phase of the project
and allow the overall project to be funded within the levy and limitations of Proposition 2
Y, and will not require a debt exclusion vote. The phased approach to funding design
prior to construction is considered a best practice in capital budgeting. Through the
design and engineering phase, the Town will be able to have a higher degree of certainty
with regard to actual construction costs and prepare a bond authorization accordingly. It
should be noted that the financing plan does not include the use of anticipated revenues
from the sale or redevelopment of 11 Lewis Street. This concept is illustrated in the chart
below.

Municipal Services Facility Financing Plan

FY 2017 FY 2018 FY2019  FY2020 FY 2021

General Fund Taxation {(Design Phase) $900,000

Non-Exempt Debt Service (Construction Phase) $900,000 $900,000 $900,000 $900,000

Other Capital Improvement Program Highlights

Capital Project Fund

In addition to the $900,000 recommended to fund the design phase of the new Municipal
Services Facility, the recommendation for the Capital Project Fund is $2,540,000 from
General Fund Revenues for a total of $3,440,000. The recommendation for funding Town
requests is $2,320,000 and $1,120,000 for School Department requests. Funding is being
recommended for vehicle replacement, department projects and for Town and School
facility repairs and improvements. It should be recognized that funding for school building
repairs and improvements is being recommended with a significant emphasis on Andover
High School, the flagship of the Town’s facilities. The recommended funding in the CIP
will address longstanding needs at the High School that will result in improving the
appearance and functionality of the facility and ultimately enhance the experience of its
students.

Free Cash

The recommendation for the use of Free Cash as a funding source for capital projects is
$3,450,000. This represents 71.2% of the certified Free Cash balance and will leave a
balance of $1,125,241, the highest balance prior to Town Meeting since 2012. It is
important to note that the Department of Revenue (DOR) does not recommend the use of
Free Cash to supplement operations, however, has determined that it is appropriate to use
for capital projects/improvements. In addition to the purchase of 5 Campanelli Drive, the
recommended projects to be funded from Free Cash include technology upgrades in the
School Department, Town & School energy initiatives and the installation of lighting at
the new Deyermond Fields.

General Fund Borrowing

General Fund Borrowing includes five projects totaling $4,625,000 for FY 2017. The sum

of $2,000,000 is recommended for replacement of the fagade at the Collins Center. This
vili
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project is the result of an unanticipated failure of the existing fagcade which is currently
being held in place by temporary measures. Additionally, $500,000 is recommended to
replace the turf on Lovely Field which has exceeded its useful life. It is also recommended
that $575,000 be authorized to replace Engine 4 which is currently housed at the
Ballardvale Fire Station. The replacement of Engine 4 has been deferred for several years
as a result of the uncertainty of the future of the Ballardvale Fire Station. The current
Engine 4 will reach twenty vears of service in 2016 and will have exceeded its useful life
as a frontline piece of firefighting apparatus. An authorization of $350,000 is being
requested to fund the replacement of Municipal Services ~ DPW Vehicles. Town and
School major projects are recommended at $700,000 and $500,000 respectively.

Special Dedicated Funds

There are only two projects being recommended in the Special Dedicated Funds. Chapter
90, Major Annual Road Maintenance, is recommended at $1.89M. In accordance with the
funding program approved two years ago, it is recommended that a portion of the cable
television franchise fees received from Comcast and Verizon be used to fund the Annual
P.C. Replacement/Lease Program. The sum of $275,000 is recommended from the Cable
Fund.

Water and Sewer Enterprise Fund

The Water and Sewer Enterprise Fund has five recommended projects for FY 2017 totaling
$3,313,000. This year it is recommended that $1.5M be appropriated for the continuation
of the major water main replacement program. The sum of $250,000 is recommended for
the replacement of granular activated carbon (GAC) in two filter units at the Water
Treatment Plant. $1.45M is being recommended for the extensive repair and rehabilitation
of the Prospect & Wood Hill Water Storage Tanks. The Municipal Services Department
has indicated that the repair and rehabilitation of both tanks is the most significant priority
of the Water Division. Additionally, $33,000 is recommended for the replacement of
Water & Sewer Division Vehicles and $80,000 for the replacement of the Water Treatment
Plant’s original single pane windows.

Communications and Transparency

FY 2017 will mark a new era as the Town moves forward with enhancing our approach to
communication and reinforcing our commitment to becoming a more transparent organization.
The Town is currently in the process of rebuilding its website which will provide residents,
businesses and visitors with the opportunity to interact with the Town and access and receive
information in a way that has not been available in the past. As we move forward towards a target
launch date in Summer/Fall of 2016, the Town is in the process of developing a transparency
platform that will provide those interested with access to Town financial information; including
salary detail, vendor information and general ledger transactions. The Town recently signed a
Community Compact with the Commonwealth of Massachusetts to provide technical assistance in
developing the Town’s transparency and data applications.

ix
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Coneclusion

We remain committed to meeting the expectations of Andover residents. The FY 2017
Recommended Budget is reflective of our collective efforts to provide exceptional services and
of our commitment to continue working towards improving our community. The Administration
and Senior Management Team will continue to work collaboratively develop creative approaches
that will position the Town to effectively confront our complex challenges and to improve and
enhance services within the constraints of our available resources.

The release of this document will mark the beginning of a process in which additional
information will become available over the coming months that will potentially require
adjustments to operating and/or capital budgets prior to Town Meeting. I look forward to
discussing the recommendations contained herewith with the appropriate Boards and
Committees over the next several months,

I would like to thank the Board of Selectmen for its leadership and policy direction as it relates to
the development of the FY 2017 Budget. I want to recognize the Town’s Department and
Division Heads for their professionalism and commitment to the process. As I developed my
first budget as Andover’s Town Manager, their input and institutional knowledge of their
departments and the organization proved to be invaluable. I would like to thank Superintendent
of Schools Sheldon Berman and Assistant Superintendent of Finance and Administration Paul
Szymanski for their continued willingness to collaborate throughout the budget process. [ want
to recognize Executive Assistant Wendy Adams and Executive Secretary Christine Barraford for
all of their assistance and support in facilitating the work that goes into developing the budget. I
am most of all indebted to Finance Director Donna Walsh and Purchasing Agent Tom Watkins
who worked nights and weekends to prepare and ensure the quality of this document.

Lastly, this year’s budget document includes two new sections, a Citizen’s Guide to the Budget
and a Glossary of Terms that I hope will be helpful to residents and others who are interested in
learning more about the budget and Town finances.

Respectfully Submitted,

Town Manager

X
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EXECUTIVE BUDGET SUMMARY

THE OVERALL BUDGET

The FY-2017 Town Manager’s Recommended Budget totals $177,926,592. This sum
represents a $5,044,575 or 2.91% increase over the FY-2016 final Approved Budget of
$172,882,017. The sum of $167,521,027 is curently being recommended for the Article 4
Operating Budget, which includes the budgets for all Town Departments, the School
Department, Water and Sewer Enterprises, and Fixed/Shared Obligations. An additional sum of
$11,791,328 is recommended to be allocated towards non-appropriated costs, capital projects,

and warrant articles.

TOWN DEPARTMENTS

The FY-2017 Town Manager’s Recommended Budget for Town operating departments
(excluding Water and Sewer) is $38,437,389. This represents a $1,112,089 or 2.98% increase
over the FY-2016 appropriation of $37,325,300. This budget recommendation includes Personal
Services and Operating Expenses for all Town departments. The FY-2017 Recommended
Budgets for the Water and Sewer Enterprises are $4,926,089 and $2,673,899 respectively.



SCHOOL DEPARTMENT

The Town Manager’s FY-2017 Recommended Budget for the School Department is
$75,480,829, This sum represents a $2,184,238 or 2.98% increase over the FY-2016
appropriation of $73,296,591. The Town Manager has not yet had the opportunity to review the
School Superintendent’s budget request in detail, which will be subject to review by the School
Committee, Finance Committee, and Board of Selectmen prior to the 2016 Annual Town
Meeting in May. A summary of the School Department budget is included in the School Budget

section herein.

FIXED COSTS AND OBLIGATIONS

. Regional High Schools. For FY-2017, the sum of $540,000 is being budgeted to cover the
estimated expenses of Andover students enrolled in both the Greater Lawrence Technical
High School and the Essex Agricultural and Technical High School. This is a preliminary
estimate and will change when the two Regional School Committees vote on their

appropriations in the coming months.

. Debt Service. The sum of $14,790,395 is recommended for Debt Service in FY-2017. The
debt service for several School Building projects and the Public Safety Center is financed
through Proposition 2% debt exclusions. Most of the decrease in the FY-2017 amount is due
to a final payment for school exempt debt made in FY-2016. The debt service for Water and

Sewer projects is funded through a combination of betterments and user charges.

. Employee Health Insurance. The sum of $18,416,609 is recommended for FY-2017, This
figure provides for an 8% potential rate increase, as well as for an additional number of new
subscribers and retirees in FY-2017. It also includes the health insurance for retired teachers,
which was previously provided by the state Group Insurance Commission (GIC). This
preliminary amount is subject to change based on the results of the rate setting process

currently underway.



« Retirement Fund. The sum of $8,568,835 is recommended for FY-2017. This appropriation
represents a $622,820 or 7.8% increase over FY-2016. It reflects the actuarial projected costs
accepted by the Andover Contributory Retirement Board in order to fully fund the remaining
liability by the year 2032, The retirement system will undergo its next bi-annual actuarial
update as of January 1, 2016, which will provide updated cost projections going forward. The

results of the updated report will determine the appropriation levels for FY-2018 & FY-2019.

CAPITAL IMPROVEMENT PROGRAM

The Capital Improvement Projects Fund appropriation for FY-2017 totals $3,440,000 and
the appropriation for non-exempt debt is $8,908,925, which includes debt service associated with
$4,625,000 of new general fund borrowing. The FY-17 combined capital appropriation is based
on allocating 5.7% of the adjusted General Fund budget to this purpose. A summary of the
proposed FY-2017 CIP is included in the back of this document.

WARRANT ARTICLES & OFFSET EXPENDITURES

Other Town financial warrant articles included in the overall budget are estimated at this
time to total $5,330,147 for FY-2017. Offset Expenditures are proposed at $2,147,000 to be
funded through a combination of Offset Local Revenues and Other Available Funds.

REVENULES

At this time it is projected that the total revenue and other funding sources available and
recommended for the FY-2017 Budget is $177,926,592. Property taxes account for 74.8% of
the Town’s total revenue sources available to fund the FY-2017 budget. Local revenues

sources account for 10.8% of the budgeted revenues, while State Aid contributes 7.1%, and



Water and Sewer receipts 7.3%. The Financial Summary section contains a variety of charts

and other useful information on Andover revenues.

Property Taxes. FY-2017 Property Taxes are recommended at $129,599,893. This is a
5.0% increase over the FY-2016, and includes $321,162 in unused levy capacity. There is
also an additional $3.6 million of property taxes attributed to the Proposition 2% debt
exemptions for previously approved building projects. New Growih has been estimated at

$1,800,000 for FY-2017, representing a five-year average.

State Aid. The sum of $12,557,155 is included in revenues to reflect Andover’s estimated
State Aid for FY-2017. This reflects a $213,387 or 1.7% decrease over the Town’s FY-2016
State Aid of $12,770,542. The decrease in State Aid is attributable to the final payment from
the Massachusetts School Building Authority (MSBA). FY-2017 State Aid revenue, net of
the MSBA receipts, is increasing by $195,866 or 1.7% over FY-2016.

Local Revenues. Local revenues are projected at $12,684,000 for FY-2017. This figure
includes $1,882,000 of departmental retained receipts used to offset their budgets. The Local
Revenue figure reflects modest up-ticks in several categories to due to additional activity in

licenses and permits and motor vehicle excise taxes.

Water and Sewer Enterprise Funds. The Water and Sewer Enterprise revenues and

transfers are projected at $12,915,785 for FY-2017.

Free Cash. The Town’s Free Cash that will be available for the 2016 Annual Town Meeting
is 4.8 million. The Recommended FY-2017 Budget proposes to appropriate $3,718,000
from Free Cash into the following accounts: $3.45 million for capital projects and 5268k to
the Bond Premium Stabilization Fund. There is no use of Free Cash being proposed to

support operating budgets.



Total FY17 Recommended Budget Summary

REVENUES

Property Taxes

Addtl, Taxs - Debt Exclusion
State Aid

General Local Revenues
Water & Sewer Enterprises
Offset Dept Revenues
Other Avail. Funds - Budget
Other Avail. Funds - Articles
Free Cash

EXPENSES

School Department
Town Departments
Health Insurance & RMTs
Debt Service

Retirement

Water & Sewer

Other Obligations

Capital Projects Fund
Offset Expenditures
Warrant Articles

FY2016
Approved

$123,392,381
$4,304,490
$12,770,542
$10,405,050
$12,193,000
$2,113,000
$596,438
$2,214,033
$4,893,083
$172,882,017

FY2016
Approved

$73,296,591
$37,325,300
$17,052,416
$15,535,651
$7,946,015
$7,229,676
$3,379,658
$2,450,000
$2,378,000
$6,288,710
$172,882,017

2/5/2016

FY2017
TM Rec. S Change % Change
$129,599,893 56,207,512 5.03%
$3,597,424 (8707,066) -16.43%
$12,557,155 (5213,387) -1.67%
$10,802,000 $396,950 3.81%
$12,915,785 5722,785 5.93%
51,882,000 {5231,000) -10.93%
§750,561 5154,123 25.84%
52,103,774 (5110,259) -4,98%
$3,718.000 (51,175,083) -24.02%
$177,926,592 55,044,575 2.92%

FY2017
TM Rec, $ Change % Change
$75,480,829 $2,184,238 2.98%
$38,437,389  §1,112,089 2.98%
$18,416,609 51,364,193 8.00%
$14,7590,395 ($745,256) -4.80%
58,568,835 $622,820 7.84%
$7,899,988 .5670,312 9.27%
$3,712,400 332,742 9.85%
53,440,000 5990,000 40.41%
$2,147,000 (§231,000) -9,71%
$5,033,147 (51,255,563) -19.97%
$177,926,592 55,044,575 2.92%



SOURCES OF FUNDS - FY2017

|

Offset Local Offset Loca
Gen. Local Revenues
. Revenues
Enterprise Funds  Revenues Free Cash
Other Available
Addtl. Taxes - Debt Funds
Exlusions

Property Taxes

FY17 REVENUES - 2/5/16

Property Taxes $129,599,893 72.8%
Addtl. Taxes - Debt Exiusions §3,597,424  2.0%
Enterprise Funds $12,615,785  7.1%
Gen. Local Revenues 510,802,000 6.1%
State Aid 512,557,155 7.1%
Offset Local Revenues §1,882,000 1.1%
Free Cash §3,718,000 2.1%
Other Available Funds $3,154,335 1.7%

$177,926,592 100.0%



































































































































































































































































































































































































































































































































































