














































Finance Committee Report Update 
Special Town Meeting 

           December 6, 2010 
 

        December 1, 2010 
 

To the Citizens of Andover: 
 
 When the Finance Committee Report for the December 6, 2010 Special Town 
Meeting went to the printer, we had not been able to review possible debt schedules and 
prepare reliable estimates of the property tax increase required to fund the new Bancroft 
Elementary School (Article 3). This update to our report contains a sample 20 year debt 
schedule and an analysis of how excluding the annual debt service (principal and interest) 
for this project from Andover’s Proposition 2 ½ levy limit would affect residential property 
tax bills. 
 

Town Meeting votes to authorize the Town to borrow a specific sum of money. 
It does not vote on a financing schedule. The details of the debt schedule for the new 
Bancroft Elementary School will not be known until Andover actually goes to the market 
with its bonds. However, the Finance Committee believes that it is very important for 
voters to have realistic estimates of both the total cost of this project and its impact on their 
property tax bills.  

 
Total Project Cost Approved by MSBA   $44,659,837 
 

 MSBA Reimbursement      -16,773,753  
  
 Amount to be Borrowed     $27,886,084 
 

The Debt Service Cost Estimate for Bancroft School (the last page of this report) 
shows how $27.9 million could be financed.  This is a standard municipal debt schedule 
with equal principal payments each year and declining interest payments. It assumes that 
the debt will be paid back over 20 years at an average interest rate of 4 %. 

 

What is a Debt Exclusion? 
 

Proposition 2 ½ limits the total amount that a city or town can levy in property 
taxes in any given year.  By passing a Debt Exclusion a community can collect the additional 
taxes needed to pay the debt service (principal and interest costs) for a specific capital 
project. Each year that a payment must be made for the project, the levy limit is first 
calculated as usual, and then the extra amount for the excluded debt service is added. 
Unlike general overrides, Debt Exclusions do not become part of the base used to calculate 
future years’ levy limits. The debt exclusion ends when the final debt payment is made.  A 
Debt Exclusion requires both a 2/3 vote of Town Meeting to appropriate Town funds 



by borrowing and a majority vote in a special election to authorize the additional 
property taxes. 
 

How Will the Bancroft School Project Affect Property Tax Bills? 
 

If Andover voters approve a Debt Exclusion for the principal and interest costs for 
the new Bancroft Elementary School both at Town Meeting and in the referendum, then 
each year, when the property tax rate is calculated, an amount equal to the debt service 
costs for the bond issues related to this project would be added to the tax levy. To give 
voters realistic estimates of what this means for their property tax bills, the numbers 
shown in the last column of the debt schedule included in this report were used. 

 
Rather than attempting to project the total valuation of Andover’s tax base in future 

years or trying to guess what the Board of Selectmen will do with tax classification, a 
reasonable estimate of the impact of the proposed Debt Exclusion on the homeowner’s 
property tax bill can be calculated using the real numbers for the current fiscal year.  The 
following chart shows the estimated cost of the Bancroft School project for owners of 
residential properties in Andover. It must be noted that these amounts are in addition to 
whatever property taxes are required to support regular annual Town and School budgets 
and the previously approved debt exclusions for the 1994 School Building Program, the 
Public Safety Center, and the High Plain and Wood Hill Schools.  

 

The Impact of the Bancroft School Debt Exclusion on Residential 
Property Tax Bills 

 
If your property 
is valued at 

And your FY2011 
Tax Bill is** 

The amounts the Bancroft School Project will 
add to your Property Tax Bills 
Year 1            Year 2             Year 3            Year 4 

$100,000 $1,412      34                   33                   32                    32 
$300,000 $4,236    102                  99                   97                    95 
$500,000 $7,060    169                165                 162                 158 
$529,775* $7,480    179                175                 171                 167 
$700.000 $9,884    237                232                 226                 221 
$900,000           $12,708    305                298                 291                 284 
*Average Single Family Residence Assessed Value for FY2011.  
**$14.12/thousand residential tax rate adopted by Board of Selectmen November 22, 2010. 

 
 To get an idea of the cost of the Bancroft project for your residential property tax 
bill, either find the value closest to yours in the above table or use multiples of the numbers 
shown for a property valued at $100,000. For example, if your home is assessed at 
$450,000, multiply the $34 amount shown for Year 1 for a property valued at $100,000 by 
4.5 to calculate a tax bill impact of $153. With a standard municipal debt schedule, the 
amount will go down a little each subsequent year.  
 



Given all of the unknowns, the tax bill impacts may be different from what we are 
showing here, but the Finance Committee believes that these numbers provide a good 
sense of the order of magnitude of the cost of the Bancroft project to Andover taxpayers. An 
increase in the interest rate would result in an increase in the annual payment. In the end, 
the Town may not need to borrow the full $27,886,084. The $5.9 million that the MSBA 
requires the Town to appropriate for contingencies might not all be spent. Actual 
construction bids may come in lower than the School Building Committee’s estimated costs. 
However, the Finance Committee believes that voters should know the potential impact of 
the total spending they are being asked to authorize.  We think these property tax bill 
impact estimates fairly represent the cost of the new Bancroft Elementary School for 
Andover residential property owners. 
 
 The Finance Committee will be prepared to answer your questions at Town 
Meeting. We hope that having this information available online ahead of time helps voters 
better understand the important issues to be debated and decided on December 6th. 
 

The Finance Committee 
Joanne F. Marden, Chairman 
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