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1. Introduction

A Capital Improvements Program (CIP) is a planning and management advisory tool
which can be used by local officials for scheduling of large capital expenditures in future
years. Typically, the CIP is a schedule which tabulates proposed capital expenditures to-
gether with cost estimates and the probable method of financing in addition to a discus-
sion of past trends. The CIP assists in the planning for the town's long term development
through the creation of a process where all department heads and local officials are better
aware of future needs and requirements.

A capital expenditure has been defined for the purpose of this task to include all expen-
ditures in excess of $1,500 which have not been classified as annual or maintenance
costs. Typical capital expenditures include the purchase of town vehicles, school and
town building construction and town road paving costs. These capital expenditures will
be forecasted over an initial time span of six years, with the plan periodically updated.

Information on all anticipated future capital expenditures was obtained from the various
town department heads. Included were the estimated costs, along with detailed explana-
tions of their need for realization, a time sequence for implementation, and a description
of probable funding sources. Using these requests in conjunction with a review of his-
toric expenditure, revenue and tax rate trends, the CIP committee has attempted to spread
out expected future capital expenditures over several years by scheduling large expendi-
tures on a basis of both urgency and ability to pay.

Section 2 of this document contains a description of the applicable New Hampshire stat-
utes (RSA's) which give municipalities the authority to prepare a CIP and define the pur-
pose of such a plan. Section 3 presents a summary of the tax base evaluation over recent
years, and Section 4 summarizes Andover’s tax rate history. Section 5 presents a sum-
mary of population in Andover since 1840 as well as a projection of future population
levels in the town through 2020. It also provides a summary of the past and anticipated
school enroliment figures. Section 6 provides a review of capital expenditures and
operating expenditures in Andover over the past 10 years (1992-2001), and 'section 7 pre-
sents a summary of the projected capital expenditures for 6 years into the future (2002-
2007) along with their anticipated funding sources.

2. Purpose/Authorization

New Hampshire RSA 6745 states that "in a municipality where the Planning Board has
adopted a Master Plan, the local legislative body may authorize the Planning Board to
prepare and amend a recommended program of municipal capital improvement projects
over a period of af least six years." Most importantly, it states that the ... sole purpose
and effect of the Capital Improvements Program shall be to aid the mayor (Selectmen)
and the Budget Committee in their consideration of the annual budget."



Andover’s Planning Board adopted a Master Plan for the Town of Andover in 1992. The
Town of Andover at its 1991 town meeting voted to adopt a Capital Improvements Pro-
gram under the provisions of RSA 674:5. This CIP has been prepared by a committee
consisting of members of the Planning Board, the Budget Committee, the Board of
Selectmen and the School Board.

The completed Capital Improvements Program can serve the following purposes:

¢ Provide town department heads with information for planning for future capital
expenditures and the annual review of their long-term requirements;

* Provide a forum for public discussion regarding future capital expenditures, thus
focusing attention on community needs and goals;

 Coordinate long term goals as defined in the Andover Master Plan with proposed
capital expenditures and expected future growth trends; and

o Help stabilize tax rates by spreading out major expenditures.

The plan can also be a valuable tool in the review of proposed subdivisions. Under NH
RSA 674:36,11(a), when adopting subdivision regulations, a municipality may “provide
against such scattered or premature subdivision of land as would involve danger or injury
to health, safety, or prosperity by reason of the lack of water supply, drainage, transporta-
tion, schools, fire protection, or other public services, or necessitate the excessive expen-
diture of public funds for the supply of such services." In such a case where a subdivi-
sion is proposed which would require a large public investment not specified in the CIP, -
the planning board could use the CIP as a tool to determine if the subdivision was in fact
premature.

Another important value of the CIP is the use of such a plan in negotiations with devel-
opers with regard to their fair share of the cost of necessary infrastructure improvements
caused by a proposal. The CIP clearly details where the town expects to expend town
funds on capital projects in the future.

Finally, proposed capital projects included within the CIP's six year time-span are not
meant to be a "wish list,” but instead is meant to be a fairly accurate projection of the
town's capital needs based upon a combination of each department head's knowledge,
local financial trends, and projected growth. Future projections contained within this
document are present estimates only. It is the intent that the CIP be an advisory docu-
ment which is revisited and updated annually.

3. Andover Valuation Trends

The history of real estate valuation in Andover over the past 10 years is given in Table 1.
The valuation has increased very slowly, going from $106 million in 1992 to $119 mil-
lion in 2001. Over the full 10 year period the increase was at an average rate of only
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1.2% per year. It is anticipated that Andover’s tax valuation will maintain this modest
growth rate over the next 6 years.

- Table 1 - Andover Valuation

Tax Year 1952 1993 1994 1995 1996 1997 1998 1989 2000 200
Town Valuation 105,694 105271 108,619 108996 110,210 111,697 112,528 114,775 116382 118,978
(x $1,000)
Annual pet change -04%  32%  03%  1.4%  14%  07%  20%  1.4%  22%
4. Andover Tax Rate History
A historical summary Andover’s tax rates for the past 10 years is provided in Table 2.
The total tax rate has gone from $18.75 per thousand of valuation in 1992 to $21.85 in
2001. Prior fo 1999 the tax rate increased from 1.4% to 4.5% per year. In 1999 the tax
rate fell dramatically, as a result of the increased State funding for schools that was
introduced that year. The tax rate continued to climb afier 1999, and increased by an
unprecedented 13.1% in the year 2001. The large tax increase for this year is primarily
the result of the large increase in school expenses.
Table 2 - Andover Tax Rate History
Tax Year 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
Tax Rale
Town 271 194 128 109 086 215 199 199 199 1.99
School 1368 1487 1609 17.02 17.90 1690 1762 1367 1401  16.26
Fire (combined) 055 060 069 059 060 063 065 074 085 0.85
County 181 207 170 195 198 207 215 204 247 275
Total 1875 1048 1976 2065 21.34 21.75 2241 1844 1932  21.85
Annual pet change 39%  14%  45%  33%  19%  30% -17.7%  48%  13.1%

5. Population Trends
5.1 Total Resident Population

Figure 1 presents the historical record for the population of the town of Andover going
back to 1840. For most of that period the population had remained rather steady at 1,000
to 1,200. But starting in the 1960s and continuing to the present day the population has
been growing significantly, reaching 2,109 in the 2000. Census. Table 3 shows the de-
tails of this growth over the recent years, compared with the records for Merrimack
County and for the State of New Hampshire (U.S. Census figures). Andover’s population

. -3-
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has grown at an average rate of 2.0% annually from 1960 to 2000, somewhat greater than
the growth rate experienced by Merrimack County (1.8%) and by the total State of New
Hampshire (1.8%) for the same period.

Table 3 - Population Data

1950 1960 1970 1980 1990 2000
Andover 1,057 955 1,138 1,587 1,883 2,109
avg change per year -1.0% 1.8% 3.4% 1.7% 1.1%
Merrimack County 63,022 67,785 80,925 98,302 120,005 136,225
avg change per year 0.7% 1.8% 2.0% 2.0% 1.3%
State of New Hampshire 533,242 606,921 737,681 920,610 1,109,252 1,235,786
avg change per year 1.3% 2.0% 2.2% 1.9% 1.1%
US Census data

The New Hampshire Office of State Planning (OSP) has projected the population growth
for Andover over the next 20 years as shown in Table 4. This projection (made in Octo-
ber 1997, prior to the availability of the year 2000 US Census figures) suggests that
Andover’s future population will grow at an average rate of 0.8% over the next 20 years,
somewhat less than its recent historical rate of 2.0%, and reach an estimated level of
2,391 by the year 2020. A plot of this projected population trend is shown in Figure 2.

Table 4 - Andover Population Projection

2000 2005 2010 2015 2020
Andover population 2,021 2,121 2,179 2,280 2,391
avg change per year 1.0% 0.5% 0.9% 1.0%

Projection by NH OSP, October 1997

5.2 Andover School District

Table 5 presents Andover’s school population over the past 10 years. It shows that the
total enrollment in the Andover school system has grown from 313 in the 1991-92 school
year to 327 in the 2001-02 school year, an average increase of 0.4% per year.. Projections
of future school enroliment figures have been presented in a report prepared for the And-
over School District by the NH School Administrators Association dated December 4,
2001. Three different extrapolations from the historical data were considered in that
report. The extrapolation that predicted the largest growth rate in Andover’s school
population (the so-called “three-year weighted average” method) is tabulated in Table 6

-5.
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and plotted in Figure 3. This extrapolation suggests that the Andover school enroliment
will grow from 327 to 346 (average annual growth rate of 0.6% per year) over the future

10-year period from 2001-02 to 2011-12.

Table 5 - Andover School Population

Schootyearf 1991 1982 1993 1994 1995 1996 1997 1998 1999 2000 2001
Grades K-8] 250 250 249 224 213 231 253 233 230 258 250
pet. change 00% -0.4% -10.0% -4.9% 85% 95% -7.9% -1.3% 11.3% -2.3%
Grades 9-12 63 63 63 65 71 78 70 82 74 74 77
pet. change 00% 00% 32% 92% 99% -103% 17.1% -9.8%  0.0% 4.1%
Totalf 313 313 312 289 284 309 323 315 304 330 327
pct. change 0.0% -0.3% -7.4% -1.7% 88% 45% -25% -35% B86% -
0.9%
Table 6 - School Population Projections
Scheool year] 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Grades K-8] 250 263 267 274 274 283 262 257 253 244 253
pct. changel -2.3% 52% 1.5% 26% 00% -4.0% -0.4% -1.9% -1.6% -3.6% 3.7%
Grades 9-12 77 72 72 74 68 81 82 89 94 98 93
pct. changef 4.1% -65% 0.0% 28% -81% 191% 1.2% 85% 56% 43% -5.1%
Yotal] 327 335 339 348 342 344 | 344 346 347 342 346
pct. change] -0.9% 2.4% 1.2% 27% -1.7% 0.6% 0.0% 06% 0.3% -1.4% 1.2%

Projections by NH SAA based on “3-year weighted average” formulation.
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6. Historical Review of Financial Trends

Andover has four separate legislative bodies: (1) the Town of Andover, (2) the Andover
School District, (3) the Andover Fire District and (4) the East Andover Fire District.
Each of these bodies has its own separate budget and funding requirements. The total {ax
burden borne by the tax payers of the Town of Andover is the sum of the taxes required
to fund each of these bodies. A review and analysis of the past expenditures and sources
of funding will provide a basis for projecting the funding requirements into the future,
Both capital expenditures and operations expenditures will be reviewed for the past 10

year period for each of these bodies separately, in a combined form.

6.1 Town of Andover

A summary of the Town of Andover's capital expenditures for the years 1992-2001 is
presented in Table 7. Major capital expenses during this period consisted of a property
revaluation of the Town in 1992, the purchase of a police cruiser in 1998, the Town
Office/Library building addition in 2000 and ongoing highway and bridge projects.
Contributions were made on a regular basis to capital reserve funds for funding future
purchases of a police cruiser and highway equipment. Sources of funding for these capi-
tal expenditures (other than town taxes) included a bond for the revaluation expense,
withdrawals from various capital reserve funds, grants and donations. The unusually
large highway project expenditure in 1999 of $175,000 resulted from the fact that some
$60,000 of that expense was plauned for the previous year but not expended then (which
explains the unusually small expenditure for this item in 1998 of $39,000).

The annual net tax burden for these capital expenses, afier taking into account the sources
of external funding, varied approximately from $57,000 to $109,000 (omitting the year
2000 when the $245,000 building addition cost was funded by use of unexpended surplus
from the previous year).

A summary of the history of the Town of Andover’s operations expenses is presented in
Table 8. These expenses have been generally growing each year, from approximately
$448,000 in 1992 to $699,000 in 2001, Although the amounts vary from year to year, the
general trend has been an annual increase that averaged about 3.7% up until 1999. But
the increase for the year 2000 was 10.9% and for the year 2001 was 11.1%. Thus there is
a definite trend over the last two years toward significantly higher Town operating costs.

Revenues other than real estate taxes that offset the operating expenses of the Town have
varied widely over the years. Timber yield taxes, motor vehicle fees and sales of Town

properly are some of the widely varying items. In some years external revenues have
more than offset the actual operations expenses,

6.2 Andover School District

The capital expenses for the Andover School District are summarized in Table 9. These
expenses have primarily been payments of capital and interest on bonds for the purchase
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of the Iamp House (final payments made in 1995) and for the school building addition
(final payment will be made in the year 2002). Withdrawal from the Building
Improvements Capital Reserve Fund was made in 1992 to fund some improvement
expenses. Some building improvements in 1999 were funded directly by taxation.
Building Aid from the State of N.H. was received to offset a portion of the principal
payments for the building addition. ' :

The operating expenses for the School District are summarized in Table 10. These
expenses have risen from approximately $1.6 million in 1992 to $2.8 million in the year
2001. This increase averaged approximately 4.6% annually from 1992 to 1999, but then
increases more rapidly, by 13.2% for the year 2000, and by 13.7% for the year 2001,
This definite trend over the last two years toward significantly higher School operating
costs directly parallels the similar trend observed in the Town operating costs over the
same two-year period.

Revenues offsetting the operations expenditures vary over the years. The major change
in these revenues occurred in 1999, when the new State of NH Education Grant was
introduced. Whereas in years prior to 1999 the State educational aid was approximately
$40,000 to $50,000, in 1999 the new State aid became $694,541. Examining the net
operations expenditures to be raised by taxes (after applying the offsetting non-tax reve-
nues) it is seen that the annual increase had been between 0% and 12% (except for 1999
as explained above), but there was an increase of 20.7% in the year 2000 and an increase

of 26.4% in 2001.
0.3 Andover Fire District

Both the capital expenses and fhe operating expenses for the Andover Fire District arc
summarized in Table 11. The major capital expenditure has been for a new fire truck in
1992, mostly paid for by use of funds from a capital reserve account. Contributions to
this account were continued in -anticipation of a future fire truck purchase. An assess-
ment was made for this District’s share of costs for a new dispatch center for the Lakes
Region Mutual Aid organization, which is being funded by annual payments over 9 years
through a no-interest loan from the LRMA. New communications radio equipment was
purchased in 2000 and funded directly through taxation. The net capital expenditures
have grown over the 10-year period from about $10,000 per year to nearly $29,000 in

2001.

The annual operating expenses for this District have grown gradually from about $16,000
in 1992 to about $31,000 in 1998, and have since reduced somewhat to about $25,000 in

2001.
6.4 East Andover Fire District
Table 12 shows both the capital expenses and operation expenses for the East Andover

Fire District. A fire truck was purchased in 1997, funded partially be withdrawal of
funds from a capital reserve fund, and partly by a bond. The assessment for this District’s

-10-



share of costs for the LRMA dispatch center are being funded by payments over a 3-year
petiod through a no-interest loan from the LRMA. The net capital expenditures have
grown over the 10-year period from about $14,000 per year in 1992 to about $25,000 in

2001.

The annual operating expenses have grown from about $14,000 in 1992 to about $24,000
in 2001,

6.5 Combined Town Components

Table 13 presents the 10-year history of the net capital expenditures incurred by all four
Andover governmental bodies. It is seen that there are two anomalous years — 1999 and
2000 - in which capital expenditures were well above average. In 1999 the School Dis-
trict made an unusual expenditure of $81,000 for building improvements, and the Town
expended some $60,000 on highway projects in that year that were meant to be expended
in the previous year. In 2000 the Town funded the office/library building addition of
$245,000 out of previous year surplus. Except for these two special years, the total net
capital expense averaged about $210,000 per year.

Table 13 also shows the amounts of real estate taxes collected for each of the governmen-
tal units and for the Merrimack County assessment. It can be seen that the total net
capital expenditures typically were between 8% and 12% of the tota! real estate tax bur-
den (excepting the two unusual years of 1999 and 2000 as explained above).

Table 14 shows the 10-year history of net operating expenditures (after off-setting non-
tax revenues) for the combined four Andover governmental units. Over the years of 1992
to 1999 these operating éxpenses grew gradually at an annual rate of between 4% and
6%. However, in the years 2000 and 2001 the net operations expenditures grew by
approximately 13% per year for each of these two years. Thus there has been a signifi-
cant increase in the cost to the tax payers over the last two years. ‘

-11-
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7. Projected Capital Expenditures for the Next 6 Years

Projected capital expenditures were determined through interviews with department
heads of the various governmental components in the Town of Andover. In all cases the
assumption was made that the trends in total population, in school-age population, and
the future economic growth characteristics of the Town would be as projected in the ear-
lier chapters of this report.

Projections are included here for the next 6 years — 2002 through 2007. Due to the in-
creasingly less precise nature of such projections as one looks further into the future, it is
the intention that these projections be updated each year.

7.1 Town of Andover

The projected capital expenditures over the next 6 years for the Town of Andover are
shown in Table 15. Significant funding is proposed for highway projects. Capital re-
serve funds have been established to provide future funding for highway equipment,
bridge restoration and purchase of a replacement police cruiser. The average anmual capi-
tal expenditure is estimated to be about $175,000.

7.2 Andover Schoo! District

Anticipated capital expenditures over the next 6 years for the Andover School District are
shown in Table 16, The last payment for the elementary/middie school building addition
will be made in the year 2002. State aid for this expense will be received through the
year 2003. No other capital expenditures are foreseen at this time.

7.3 Andover Fire District

Table 17 depicts the anticipated capital expenditures for the Andover Fire District. A
new fire truck will be purchased in 2002, funded partly by withdrawing funds from an
existing capital reserve fund and partly by the proceeds of a loan, Payments will con-
tinue throughout this 6-year period to the Lakes Region Mutual Aid organization for the
new facility. Some building expansion is planned for the year 2002, funded partly by an
existing capital reserve fund and partly by taxes.

7.4 East Andover Fire District

Table 18 shows the anticipated capital expenditures for the East Andover Fire District.
The last payment on the fire truck bond remains to be made in 2002. Also the last pay-
ment to the Lakes Region Mutual Aid organization for the new facility will be made in
2002. In subsequent years contributions will be made to the capital reserve fund for a
new fire truck purchase.

7.5 Combined Town Components
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In Table 19 all of the anticipated Andover department capital expenditures are summa-

rized. It is seen that anticipated capital investment expenditures will run about $200,000
per year.
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