Commonwealthof Massachusetts

FINANCE COMMISSION

ANNE MARIE HALEY ROBERT G. DONNELLY
CHAIR VICE-CHAIR
JUDITH A. LANGONE ~ KELLIE NOUMI ALAN D. SLATER

FINANCE COMMISSION MEETING

Meeting, Thursday, November 7, 2019 at 6:00 pm in the Robert M. Thornton Room, Town Hall,
566 Washington Sh‘cet, Norwood, MA 02062, -

AGENDA

Acceptance of minutes from October 23, 2019 meeting

Presentation on improving financial standing by Peter Frazier from Hill Top Securities
Fiscal 2019 Update on Airport Finances

Other business

FISCAL 2020 RESERVE FUND ACTIVITY
Reserve Fund ATM Appropriation: $125,000

The Commission reserves the right to consider items on the agenda out of order. This listing of
matters contains those items reasonably anticipated by the Chairman which may be discussed at
the meeting at least 48 hours prior fo the meeting. Not all items listed may in fact be discussed and
other ifems not listed may also be brought up for discussion to the extent permitted by law. =
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FINANCE COMMISSION MEETING
Monday, October 23, 2019
MINUTES OF MEETING - DRAFT

A meeting of the Finance Commission was held at 7:00 pm in the Community Room of the
Public Safety Building, 137 Nahatan Street, Norwood, MA 02062.

Attending the meeting were Anne Haley, Chair, Robert Donnelly, Vice Chair, and members Judy
Langone and Alan Slater. Member Kellie Noumi and Tom McQuaid, Clerk to the Finance
Commission were absent. Also attending this meeting were David Hajjar, Selectman, Mark
Good, Town Treasurer and Sue Bartlett of the Town’s Finance and Accounting Office. Mr.
Donnelly served as both member and Clerk to the Commission at this meeting.

The focus of the meeting was a presentation from Mr. John W. Coderre, Town Administrator of
the Town of Northborough, MA. Mr. Corderre presented best practice information on “Financial
Trend Monitoring.” Mr. Corderre also addressed several questions from the Commission. After
thanking Mr. Corderre for the informative presentation, Commission members expressed support
for adopting a financial trend monitoring practice in Norwood. Members also discussed the
benefits to Norwood of adopting this practice and noted that much of the required information
needed for financial trend monitoring is already readily accessible to Town Management and the
Commission. It was agreed that members would continue their discussion regarding this best
practice at the next meeting of the Finance Commission.

The agenda item for the Airport Financial update was postponed until next meeting.

Mrs. Haley discussed liaison assignments. It was agreed that this discussion be extended to the
next meeting of the Commission.

Mrs. Haley requested input from members regarding long-term agenda items. Among the topics
for the long-term agenda was scheduling a presentation from the Town’s Financial Advisor on
Norwood’s credit rating. Mr. Donnelly suggested that a collective bargaining update regarding
contract negotiations be added for executive session discussions with both the School
Department and General Government at an appropriate future date and time.

On a motion to accept from Mr. Slater, seconded by Mrs. Langone, the minutes from the
September 19, 2019 were approved by a vote of 4 to 0.

On a motion to accept from Mr. Slater, seconded by Mrs. Langone, the minutes from the October
7, 2019 were approved by a vote of 4 to 0.

Mrs. Haley sought input from members regarding scheduling the next meeting. The next meeting

will be scheduled for a date during the third week of November subject to members’ input on
availability.

1 H’M}ﬁ



On a motion from Mrs. Langone, seconded by Mr. Slater, the Commission vefed 4 to 0 to
adjourn the meeting at 9:05 PM.

A True Copy

Attest:
Robert G. Donnelly, Vice Chair, Finance Commission
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Summary:

Norwood, Massachusetts; General Obligation;
Note

Credit Profile

US$13.5 mil GO BANSs due 06/26/2020

Short Term Rating SP-1+ New
Norwood GO BANs
Short Term Rating SP-1+ Affirmed
Norwood GO
Long Term Rating AA+/Stable Affirmed
Rationale

S&P Global Ratings assigned its 'SP-1+' short-term rating to Norwood, Mass.' 2019 general obligation (GO) bond
anticipation notes (BANs). At the same time, S&P Global Ratings affirmed its 'AA+' long-term rating on the town's
existing GO debt and its 'SP-1+' rating on the BANs issued in December 2018. The outlook is stable.

The short-term ratings reflect our view of the town's strong ability to pay principal and interest when the BANs come
due. Norwood's market risk profile is low, in our view, because it maintains strong legal authority to issue long-term

debt to take out the BANs and it is a frequent issuer, providing regular disclosure to market participants.

The town's full-faith-and-credit GO pledge secures the BANs and bonds, subject to limitations of Proposition 2-1/2.
We rate the limited-tax GO debt on par with our view of Norwood's general creditworthiness, since the ad valorem tax
is not derived from a measurably narrower tax base and there are no limitations on the fungibility of resources, which
supports our view of the town's overall ability and willingness to pay debt service. Officials will use the note proceeds

for various capital improvement projects--specifically for the lighting department.

The rating reflects our view of Norwood's very strong and growing economy, anchored by its access to Boston, and its
continued maintenance of strong budgetary flexibility. Furthermore, the town's financial management policies and
procedures enhance our view that management will continue to make the necessary budgetary adjustments to keep
reserves at levels we consider strong and maintain balanced operations. However, we believe the town's long-term
liabilities, specifically its combined large pension and other postemployment benefits (OPEB) obligations, will continue

to pressure the budget and limit the rating.
The rating reflects the town's:

« Very strong economy, with access to a broad and diverse metropolitan statistical area (MSA),

« Strong management, with good financial policies and practices under our Financial Management Assessment (FMA)

methodology;
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Summary: Norwood, Massachusetts; General Obligation; Note

= Adequate budgetary performance, with an operating deficit in the general fund but a slight operating surplus at the
total governmental fund level in fiscal 2018;

» Strong budgetary flexibility, with an available fund balance in fiscal 2018 of 9.4% of operating expenditures;

 Very strong liquidity, with total government available cash at 15.9% of total governmental fund expenditures and
2.7x governmental debt service, and access to external liquidity we consider strong;

o Strong debt and contingent liability profile, with debt service carrying charges at 6.0% of expenditures and net direct
debt that is 62.5% of total governmental fund revenue, as well as low overall net debt at less than 3% of market
value and rapid amortization, with 69.2% of debt scheduled to be retired in 10 years, but a large pension and OPEB
obligation; and

» Strong institutional framework score.

Very strong economy

We consider Norwood's economy very strong. The town, with an estimated population of 29,327, is located in Norfolk
County in the Boston-Cambridge-Newton MSA, which we consider to be broad and diverse. The town has a projected
per capita effective buying income of 148% of the national level and per capita market value of $181,104. Overall, the
town's market value grew by 4.2% over the past year to $5.3 billion in 2019. The county unemployment rate was 3.0%
in 2018.

Norwood covers 10.5 square miles, and is 15 miles southwest of Boston and 30 miles northeast of Providence, R.I. In
addition to Interstate 95, the town is traversed by U.S. Route 1 and State Route 1A, which provide residents with
access to employment centers in the surrounding MSA. The economic base is stable and diverse, in our view, and its
underlying wealth and income conditions remain very strong. Residential properties make up about 72% of the tax

base, followed by commercial properties at almost 19%.

Norwood is home to a number of sizable employers, including Advantage Resourcing (a staffing agency), Mercer
(consulting), and Norwood Hospital. The town's assessed valuations continue to increase because of a strong real
estate market and ongoing developments. These include a 262-unit apartment development that was completed last
year, as well as a 198-unit multi-family development under construction by Avalon Bay. Officials also report a 60-unit
condominium complex is being built on Endicott Street. Moderna Inc., a biotechnology company, has moved into the
town and is constructing a manufacturing facility. The town purchased a parcel last year for redevelopment. Current
plans for the vacant land call for a $250 million development. Because of these and other projects, combined with

favorable economic indicators and access to the Boston MSA, we expect Norwood's economy to remain very strong.

Strong management
We view the town's management as strong, with good financial policies and practices under our FMA methodology,
indicating financial practices exist in most areas, but that governance officials might not formalize or monitor all of

them on a regular basis.

Management analyzes three-to-five years of historical data to identify budget revenue and expenditure trends. In
preparation for its annual budget, management conducts a townwide review with department heads and convenes a
budget-balancing subcommittee to discuss adjustments to revenue and expenditure line items. On the revenue side,

management identifies and adjusts fees and services, including water and sewer rates, at a rate that meets the cost of
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Summary: Norwood, Massachusetts; General Obligation; Note

providing town services. The assessor also takes into account changes in fees and services when determining the
annual tax levy. Furthermore, after considering Norwood's contractual obligations and debt service management
expenditures, management outlines departmental, capital, and other community needs. In addition, management
reviews and presents budget-to-actual performance reports monthly to the board of selectmen. Supplemental budget

appropriations may be voted on at special meetings.

Management maintains a formal investment policy that codifies commonwealth guidelines and additional investment
restrictions set forth by the town. The policy requires management to present holdings and investment performance
quarterly to the general manager or board of selectmen. Norwood has a basic written debt management policy to
maintain debt service levels at 5% of current non-utility revenues. In addition, its written fund balance policy maintains
stabilization reserves at a minimum of 5% of the general fund operating budget, which management views as sufficient

to cover cash flows in the event of one-time or emergency expenditures.

Norwood maintains a comprehensive five-year capital plan that identifies internal and external financing sources; the
plan is updated annually. However, it does not maintain a long-term financial plan to address financial or economic
conditions affecting future budgets.

Adequate budgetary performance
Norwood's budgetary performance is adequate, in our opinion. The town had deficit operating results in the general

fund of 1.9% of expenditures, but a slight surplus result across all governmental funds of 0.6% in fiscal 2018.

Fiscal 2018 results include adjustments for recurring transfers, a land purchase, and one-time capital expenditures paid
for with bond proceeds. Norwood ended fiscal 2018 with a draw. The town used reserves of approximately $3 million
to pay for capital improvement projects, which also contributed to the estimated drawdown. This is primarily a result
of timing mismatch of building permits, which came in under budget for the 2018 year. Specifically, the town had
expected more than $1 million in building permit fees during fiscal 2018 but instead received about $531,370 because
the remainder of the permits were issued shortly after the closing of the fiscal 2018 year-end and at the beginning of
fiscal 2019. Norwood's primary revenue source is property taxes (55%), followed by charges for services (19%). State

aid makes up 16.6% of revenues. Tax collections have been strong, averaging 99% over the past three years

The fiscal 2019 budget totals $128.8 million and includes a fund balance appropriation of $1.8 million, which the town
has historically done. Officials indicate expenditures are on track with the budget, with revenues slightly ahead of
budget, and they do not expect negative financial performance by fiscal year-end. Building permit fees of more than
$500,000 contributed to the positive budget-to-actual variances; in addition, other local receipts are above budgeted

levels.

For the 2020 budget, Norwood successfully passed its first Proposition 2-1/2 override--for $5.95 million. A majority of
the override is devoted to the schools, as the district is reinstating various programs and cuts. A small portion of the
override is devoted to increasing the budget for road repair, and snow and ice. Lastly, the town is establishing an
override stabilization account. The additional flexibility provided by the override will support the town's performance

in future budget years.
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Summary: Norwood, Massachusetts; General Obligation; Note

Strong budgetary flexibility
Norwood's budgetary flexibility is strong, in our view, with an available fund balance in fiscal 2018 of 9.4% of operating

expenditures, or $12.7 million.

Despite the decline in 2018, the town maintains a strong level of flexibility, as it has for the past few years. With the
anticipated positive year-end results for 2019, we expect the town to maintain fund balances at a level we consider

strong.

Very strong liquidity
In our opinion, Norwood's liquidity is very strong, with total government available cash at 15.9% of total governmental
fund expenditures and 2.7x governmental debt service in 2018. In our view, the town has strong access to external

liquidity if necessary.

Norwood is a regular market participant that has issued debt frequently over the past several years, including GO
bonds. Commonwealth law prohibits municipalities from issuing variable-rate debt. The town has no direct-purchase
debt. Management confirmed it does not have any contingent liquidity risks from financial instruments with payment

provisions that change on the occurrence of certain events.

Town investments are subject to commonwealth guidelines. Norwood invests its cash in low-risk assets, including the
commonwealth's short-term investment pool (the Massachusetts Municipal Depository Trust), registered money
market funds, or short-term certificates of deposit. For these reasons, the town's available cash remains strong and

stable. We expect its liquidity profile to remain very strong over the next two fiscal years.

Strong debt and contingent liability profile

In our view, Norwood's debt and contingent liability profile is strong. Total governmental fund debt service is 6.0% of
total governmental fund expenditures, and net direct debt is 62.5% of total governmental fund revenue. Overall net
debt is low at 1.6% of market value, and approximately 69.2% of the direct debt is scheduled to be repaid within 10
years, which are, in our view, positive credit factors. In our opinion, a credit weakness is Norwood's large pension and
OPEB obligation.

Following this bond issue, Norwood has about $135.5 million of total direct debt outstanding, approximately $45
million of which is self-supporting enterprise debt and $26.5 million is in BANs. The town plans to issue about $3
million-$4 million annually for capital improvement projects. Given the low overall net debt and moderate net direct
debt levels, coupled with rapid amortization of the town's direct debt, we do not expect our assessment of Norwood's

debt profile to weaken.

Norwood's combined required pension and actual OPEB contributions totaled 6.9% of total governmental fund
expenditures in 2018. Of that amount, 3.4% represented required contributions to pension obligations, and 3.5%

represented OPEB payments. The town made its full annual required pension contribution in 2018.

The town participates in a cost-sharing, multiple-employer, defined-benefit pension plan administered by the Norwood
Contributory Retirement System. Using updated reporting standards in accordance with Governmental Accounting
Standards Board Statement Nos. 67 and 68, the town's proportionate share of the net pension liability was about $29.4

million, with 84.4% funded, at June 2018 fiscal year-end, based on an assumed rate of return of 7.75%.
7
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Summary: Norwood, Massachusetts; General Obligation; Note

Norwood also provides postemployment benefits to retirees, which it supports on a pay-as-you-go basis; however, the
town has set up an OPEB trust to prefund the liability, which we view positively. At June 30, 2018, the most recent
measurement date, the town reported a net $160.2 million OPEB liability. Norwood's OPEB trust currently has a
balance of $2.1 million. The town is projecting to add about $250,000 to the trust by fiscal year-end annually. Officials
indicate that the town also plans to significantly increase contributions toward the OPEB plan once the pension plan is
fully funded in 2029. While the practice of prefunding the OPEB liability is positive, we believe Norwood's retirement
liabilities are large and will continue to stress the budget. In addition, while we believe the town will be able to manage
these costs, should the liabilities and costs continue to increase with no plan in place to address them while stressing

the town's finances, our assessment of Norwood's debt and contingent liability profile could change.

Strong institutional framework

The institutional framework score for Massachusetts municipalities is strong.

Outlook

The stable outlook reflects S&P Global Ratings' opinion of Norwood's very strong economy supported by its access to
the Boston MSA. In addition, the rating is further supported by the town's strong budgetary flexibility and very strong
liquidity profile. While we view the town's debt and contingent liability profile as very strong, we note its pension and
OPEB liabilities remain large and somewhat limit upward rating potential. We, however, expect management to
continue to manage these costs and maintain stable financial operations by making the necessary budgetary

adjustments. Therefore, we do not expect to change the rating within our two-year outlook horizon.

Upside scenario

We could raise the rating if the town were to experience reductions in retirement liabilities coupled with consistent
improvement of available reserves through positive budgetary performance to levels we consider commensurate with
those of higher-rated peers.

Downside scenario
We could lower the rating if the town experiences a significant deterioration in budgetary performance, leading to

weakened fund balance reserves and liquidity constraints.

Related Research

« 2018 Update Of Institutional Framework For U.S. Local Governments

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed
to them in our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at www.standardandpoors.com for
further information. Complete ratings information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search box located in the left column.

WL

www.spglobal.com/ratingsdirect June 12,2019 6

THIS WAS PREPARED EXCLUSIVELY FOR USER RAELA TRIFONL.
NOT FOR REDISTRIBUTION UNLESS OTHERWISE PERMITTED.



Summary: Norwood, Massachusetts; General Obligation; Note

Copyright © 2019 by Standard & Poor’s Financial Services LLC. All rights reserved.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any
part thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or
retrieval system, without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The
Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers,
shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the
Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results
obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is”
basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT
THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE
CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and
opportunity costs or losses caused by negligence) in connection with any use of the Content even if advised of the possibility of such
damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are
expressed and not statements of fact. S&P's opinions, analyses and rating acknowledgment decisions (described below) are not
recommendations to purchase, hold, or sell any securities or to make any investment decisions, and do not address the suitability of any
security. S&P assumes no obligation to update the Content following publication in any form or format. The Content should not be relied on
and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While
S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due
diligence or independent verification of any information it receives. Rating-related publications may be published for a variety of reasons
that are not necessarily dependent on action by rating committees, including, but not limited to, the publication of a periodic update on a
credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for
certain regulatory purposes, S&P reserves the right to assign, withdraw or suspend such acknowledgment at any time and in its sole
discretion. S&P Parties disclaim any duty whatsoever arising out of the assignment, withdrawal or suspension of an acknowledgment as
well as any liability for any damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their
respective activities, As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P
has established policies and procedures to maintain the confidentiality of certain non-public information received in connection with each
analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors.
S&P reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,
www.standardandpoors.com (free of charge), and www.ratingsdirect.com (subscription), and may be distributed through other means,
including via S&P publications and third-party redistributors. Additional information about our ratings fees is available at
www.standardandpoors.com/usratingsfees.

STANDARD & POOR'S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor's Financial Services LLC.

hy 11‘7

www.spglobal.com/ratingsdirect June 12,2019 7

THIS WAS PREPARED EXCLUSIVELY FOR USER RAELA TRIFONI.
NOT FOR REDISTRIBUTION UNLESS OTHERWISE PERMITTED.




Norwood Memorial Airport Revenue and Expense Trends

FY19 Update

In 2017, a report on Airport finances and financial trends was produced. This report is available for
review on the Town website using the following link:

http://www.norwoodma.gov/document center/Financial%20Commission/Financial%20Reports/Review
%200f%20Airport%20Finances.pdf

That report provided insights into the Airport’s five-year history of revenues, expenses and net earnings
as well as a series of recommendations intended to identify opportunities to further enhance Airport net
earnings. The report covered the period of FY13 through FY17.

The Finance Commission agreed to use the same methodology used for the FY13 to FY18 review to
update the report at the close of FY18. That report was produced in October 2018,

Following the same approach, a review of FY19 revenues, expenses and trends is now being presented
in this report.

Financial data on airport revenues and expenses was provided by Tom McQuaid, Director of Finance and
Accounting. Using the same approaches as prior fiscal years, three variations of analyses were used to
update the report:

A. Summary of actual revenues, expenses and net earnings based on the Town’s standard
accounting methods;

B. Same summary as described in Section A with the exclusion of revenues and expenses that
are not considered to be directly under the control of the Airport Commission. These are:

a. Costs associated with snow and ice removal;
b. FEMA reimbursements; :
c. Town’s share of federal and state grants for airport infrastructure improvement.

C. Same summary as described in Section A with the addition of a cost factor associated with
expenses that are assumed in the overall Town budget but not charged to the Airport
Operations budget line.

Attachments to this report include:
Attachment A: Actual Airport Revenues, Expenses and Net Earnings FY13 — FY19
Attachment B: Revised Airport Revenues, Expenses and Net Earnings FY13 —FY19

Attachment C: Airport Revenues, Expenses and Net Earnings FY13 — FY19 (All Dollars
Considered)
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Section A

The below chart reports the actual review and expense history for the seven-year period of FY13 to
FY19.

Airport Revenues, Expenses and Net Earnings (Actuals)
FY13 to FY19
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=@=Total Revenue = 418,393 417,015 439,058 422,558 418,001 = 458,776 = 447,594
«=@=Total Expenses 391,433 368558 305,335 357,397 372,673 356,031 449,053
=@=Net Earnings  $26,960  $48,457  $133,723  $65,161 = $45328  $102,745  $(1,459)

Revenues
Overall direct revenues in FY19 were up by nearly $10,000 over FY18 levels.

The largest generators of direct revenues in FY19 at the Airport were short-term leases ($89,307) and
long-term leases ($111,295) followed by flowage fees ($35,645).

In August of 2018, the Airport implemented a new landing fee at the suggestion of the Finance
Commission. The landing fee accounted for $23,426 in new revenue for the airport from August, 2018 to
March, 2019. An additional $9,356 in landing fee revenue was collected from April, 2019 to June, 2019
but due to the timing of the fee collection and deposit these were booked to the FY20 accounting line.
Based on FY19 experience, it seems this new fee will have the ability to generate over $30,000 a year in
revenue (or approximately 7% of all Airport revenue based on FY19 experience).

Tie-down lease revenues are down from FY18. In FY19, the Airport lost $12,300 in revenues from tie-downs
and as a result of a recent legal settlement. New leases for this space may help to recoup this revenue loss
but these leases have not been finalized as of the date of this report.

Indirect revenues in FY19 were down by about $21,000 from their FY18 level. In FY18, Norwood Airport
received $22,806 in FEMA payments. In FY19, there were no FEMA payments received. The largest
generator of indirect revenues were PILOT payments from BMA & Flight Level ($111,076).
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Expenses

As the graph indicates, expenses were up from historical trends in FY19. Total expenses in FY19 were
$449,053. This was an increase of $93,022 from FY18. The primary driver of this expense increase was
money appropriated for the town’s share of matching grants. Norwood utilizes federal and state grants
for a number of capital improvements to the airport. Norwood’s share of contribution for such grants is
5% of total project costs with Mass Department of Transportation (DOT) and/or the Federal Aviation
Administration (FAA) contributing the bulk of funding for these projects.

In FY19, Norwood'’s share of matching grants was $86,488. Typically, over the course of FY13 to FY18,
grant match appropriations range from $5,000 to $40,000. The projects included in these grants include
a project to straighten a taxiway (projected overall cost of $2.4 million) and the completion of the Welch
Administration Building (which will house snow removal equipment and the Airport Management
Office). At the end of construction, costs for the Welch Administration building will be approximately
$1,900,000 of which MassDOT will pay approximately $1.8 million with Norwood contributing about
$115,000 in total.

Salary and wages represent 43.6% of total expenses ($195,829). Staffing remains at 2.0 FTEs, the same
level as last year and actually the same level for the past 20 years. Airport operations expenses of
$154,820 represent 34.5% of total expenses and are basically level to FY18 operating expenses.

Net Earnings

Primarily due to the capital improvement investments made with the Town’s share of matching grants,
net earnings were ($1,459) in FY19. However, when total landing fee revenue is considered, the Airport
net earnings would actually be positive for FY19.

The average net earnings over this 7-year period were $60,000 per year.
Comparison to FY19 Budget

In FY19, the Airport’s approved budget totaled $482,811. Total expenses were $449,053 or $33,758
under budget (from the FY20 Budget report to the Annual Town Meeting).

Raw data used for this chart are summarized in Attachment A.
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Section B

As was the case in prior years’ reports, the purpose of the analysis conducted in Section B is to identify
trends in revenues and expenses. Last year’s report noted that when the costs for snow and ice removal
and the Town's share of grants as well as any FEMA reimbursements are removed from the calculations,
we are better able to see how the Airport performs financially using the resources under its control.

The chart below summarizes this analysis for the seven-year period.

Airport Revenues, Expenses and Net Earnings (Revised)
FY13 to FY19
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Revenues

As the above graph indicates, the Airport’s revenue stream has been relatively steady and, over the past
3 fiscal years, growing year-on-year. Even with the removal of FEMA reimbursements received in FY15
and FY18, the revenue trend is positive over this period of time. New revenue from landing fees helped
to push FY19 revenues above the FY18 level.

Expenses

The expense trend (minus snow removal and matching grant costs) in this analysis has remained
relatively flat over this period especially over the past 3 fiscal years.

Net Earnings

Under this analysis, the net earnings ranged from $101,500 to $146,100 per year. Average net earnings
under this analysis were $125,240 during the 7-year period.

Raw data used for this chart are summarized in Attachment B.
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Section C

The below chart displays the revenue, expense and net earnings trends when all costs and revenues are
considered. Expenses include snow and ice removal costs as well as the Town's share of grant expenses.
All revenue sources including FEMA reimbursements are considered in the calculations. Additionally, |
have factored in an estimate of the costs that the Town contributes to the Airport through its shared
cost budget. These include estimated costs for insurance, litigation, employee benefits, the town’s
Medicare contribution and general support activities provided by Town Departments (e.g., payroll
processing, accounting services, and information technology services). As was the case last year, a
standard estimate of approximately 13% of overall total expenses was used to generate an FY18
estimate for these costs.

Airport Revenues, Expenses and Net Earnings
(All Ss) FY13 to FY19
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Revenues

The revenue trend in this analysis remains positive as it is identical to the analyses in Section A and
Section B.

Expenses

Costs attributed to the shared budget and support activities are roughly estimated at $55,200 for FY19.
Some of these cost estimates, such as litigation, assume average litigation costs that are more typical to
an airport over the long haul. While litigation costs have been higher than average over the last few
years, this analysis assumes the level of litigation-related expenses will moderate to an historical
average over time.
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If Norwood Airport were to become a pure enterprise fund operation (which it is not currently), there
are likely other costs that would hit the expense line.

Net Earnings

As expected, when costs that are not directly accounted for in the Airport budget are considered, net
earnings become more volatile on a year-by-year basis. Average net earnings for the 7-year period were
$27,500 per year.

Raw data used for this chart are summarized in Attachment C.
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Other Updates of Note

As cited earlier in this report, the Airport Commission adopted the Finance Commission’s
recommendation to establish a landing fee schedule for transient aircraft (i.e., aircraft that is not housed
in a Norwood Airport hangar or on a tie-down). This fee schedule went into effect in August of 2018.

When the Welch Building is completed, Airport Management will move from its current rental office
space into this new town-owned building. The Town will incur utility expenses for this new office but
those costs will be more than offset by the elimination of office rental expenses.

The Airport will also be entering into a lease with Flight Level to lease Lot ABC for tie-downs and the
construction of a new hangar. Construction work is anticipated to commence before the end of calendar year
2019 with occupation expected in the spring of 2021. These arrangements are projected to generate
additional real estate tax revenue for the Town in late 2021.

The Capital Outlay Plan includes an FY22 project to buyback the long-term lease from BMA for the
Airport’s 1,100 foot strip. Currently, BMA directly leases the land and pays Norwood PILOT payments.
Ownership of the strip by Norwood would allow Norwood to directly lease land on the strip and improve
its ability to derive direct revenue from lease arrangements and enhance business development at the
Airport.

In terms of economic benefits, please use the below link to access the 2019 Mass DOT report on the
economic benefits of Massachusetts airports:

https://www.mass.gov/files/documents/2019/03/25/AeroEcon ImpactStudy January2019.pdf
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ATTACHMENT A - ACTUALS
NORWOOD MEMORIAL AIRPORT - HISTORY OF REVENUES AND EXPENSES

FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019
Actual Actual Actual Actual Actual Actual Actual
Revenue
Direct % of Total
4423-8703 ST Leases S 75,514 S 84,379 $ 99,277 $ 83,413 $ 91,478 S 91,423 5 89,307 20.0%
4424-8702 LT Leases 95,840 105,172 96,075 104,907 118,102 109,392 111,295 24.9%
4425-8704  Flowage Fees 34,273 33,988 27,374 30,651 32,555 36,015 35,645 8.0%
4426-8706  A/CTie Down Leases 25,273 23,489 18,735 18,271 22,244 23,057 15,139 3.4%
4491-8075  Misc Revenues 574 938 306 717 781 1,499 843 0.2%
4491-8884  Security Passes __ 8400 7,000 6,500 9,200 6,270 10,865 6,950 1.6%
4512-9898  Landing Fees N/A N/A N/A | N/A N/A N/A 23,416 5.2%
Total Direct 239,874 254,966 248,267 247,159 271,430 272,251 282,595 63.1%
Indirect
4600-8610 Jet Fuel Tax 84,181 62,178 65,862 56,360 17,822 35,834 41,718 9.3%
N/A FEMA Reimbursement - - 22,519 - - 22,806 - 0.0%
N/A PILOT - Flight Level & BMA 85,398 92,933 96,948 105,851 109,508 110,585 111,076 24.8%
N/A PILOT - Verizon Excise Tax _ 8940 6,938 5,462 13,188 19,241 17,300 12,205 2.7%
Total Indirect 178,519 162,049 190,791 175,399 146,571 186,525 164,999 36.9%
Total Revenue 418,393 417,015 439,058 422,558 418,001 458,776 447,594  100.0%
Expenses
SALARIES
P1069 Airport Salaries - Part Time 1,501 1,271 - - - 1,420 1,560 0.3%
P1344 Airport Salaries - Longevity 1,000 1,000 1,200 - 1,500 1,500 1,700 0.4%
P6014  Airport Salaries - Manager 85,594 87,307 89,053 91,257 93,561 95,900 102,929 22.9%
P6015 Airport Salaries - Asst. Manager 67,753 69,108 70,490 72,236 74,058 76,232 77,924 17.4%
P7067 Airport Salaries - Overtime 6,041 4,995 4,938 7,464 7,884 6,580 11,716 2.6%
Total Salaries 161,889 163,681 165,681 170,957 177,003 181,631 195,829 43.6%
OPERATIONS
P1327 Airport Oper - Rent / Utilities 20,644 20,644 20,644 20,903 23,369 24,647 25,602 5.7%
P1328 Airport Oper - Communications 2,864 3,160 2,803 3,107 3,610 2,268 658 0.1%
P1329 Airport Oper - Incidentals 7,394 9,468 15,749 7,636 14,696 8,899 13,279 3.0%
P6843 Airport Oper - Util & Equip 13,871 14,949 10,880 12,121 11,447 17,535 13,556 3.0%
P6844 Airport Oper - Vegetation Mgmt. 12,365 24,620 10,400 23,855 11,305 30,055 9,725 2.2%
P6845 Airport Oper - Snow Removal 61,905 51,370 30,000 - - - - 0.0%
P6846  Airport Oper - Veh & Ground Equif 7,051 8,052 21,084 9,886 7,131 6,052 5,942 1.3%
P6847 Airport Oper - Facility 60,196 18,086 9,432 54,915 42,278 25,634 25,806 5.7%
P7026  Airport Security 4,732 4,566 4,347 8,754 2,841 4,906 7,664 1.7%
P2136 Airport Eng Studies 2,500 2,700 3,000 = 7,619 3,500 2,925 0.7%
P3068 Airport Snow and Ice - - - 31,223 45,740 31,290 45,663 11.1%
Total Airport Operations 193,522 157,615 128,339 172,400 170,036 154,786 154,820 34.5%
INCIDENTALS
P2050 Airport Incid - Advertising 1,029 - 199 - 33 - 74 0.0%
P2054 Airport Incid - Travel Allowance 169 1,379 - 190 443 592 3,545 0.8%
P2056  Airport Incid - Steno 491 1,189 780 1,358 980 250 576 0.1%
P2063 Airport Incid - Repairs 4,537 3,871 4,105 6,317 4,617 3,209 3,186 0.7%
P2064 Airport Incid - Noise Education = 500 1,040 - 520 - 3 0.0%
P2358 Airport Incid - Professional Devel - - 275 1,070 1,109 225 4,535 1.0%
Total Incidentals 6,226 6,939 6,399 8,935 7,702 4,276 11,916 2.7%
MATCHING GRANT COST
P2060  Airport Construc - Matching Grant 29,796 40,323 4,916 5,105 17,932 15,338 29,533 6.6%
P7471  Airport - SRE Building Completion 24,231 5.4%
P7472 Airport - Taxiway Alpha Constr 32,724 7.3%
29,796 40,323 4,916 5,105 17,932 15,338 86,488  19.3%
TOTAL COST 391,433 368,558 305,335 357,397 372,673 356,031 449,053
{Airport Surplus or (Daficit) § 102,745 |501E458) 100.0%




ATTACHMENT B- REVISED

Revenue

Direct

4423-8703 ST Leases
14424-8702 LT Leases
4425-8704 Flowage Fees
4426-8706 A/C Tie Down Leases
4491-8075 Misc Revenues
4451-8884 Security Passes
Total Direct

Indirect

4600-8610 let Fuel Tax

N/A FEMA Reimbursement

N/A PILOT - Flight Level & BMA

N/A PILOT - Verizon Excise Tax
Total Indirect

Total Revenue
Expenses
SALARIES
P1069 Airport Salaries - Part Time
P1344 Airport Salaries - Longevity
P6014 Airport Salaries - Manager
P§015 Airport Salaries - Asst. Manager
P7067 Airport Salaries - Overtime
Total Salaries
OPERATIONS
P1327 Airport Oper- Rent/ Utilities
P1328 Airport Oper- Communications
P1329 Airport Oper- Incidentals
P6843 Airport Oper- Util & Equip
P6844 Airport Oper- Vegetation Mgmt.
P6845 Airport Oper- Snow Removal
P6846 Airport Oper - Veh & Ground Equi
P6847 Alrport Oper- Facility
P7026 Airport Security
P2136 Airport Eng Studies
P3068 Airport Snow and Ice
Total Airport Operations
INCIDENTALS
P2050 Airport Incid - Advertising
P2054 Airport Incid - Travel Allowance
P2056 Airport Incid - Steno
P2063 Airport Incid - Repairs
P2064 Airport Incid - Noise Education
P2359 Airport Incid - Professional Devel
Total Incidentals
MATCHING GRANT COST
P2060 Airport Construc - Matching Grant
P7471 Airport - SRE Building Completian
P7472  Airport- Taxiway Alpha Constr |

TOTALCOST

Alrport Surplu

NORWOOD MEMORIAL AIRPORT

HISTORY OF REVENUES AND EXPENSES -"Revised"

FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019

Actual Actual Actual Actual Actual Actual Actual
S 75514 |§ 843798 99,277 || § 83,413 | |S 91,478 |5 9n423| |5 89,307
95,840 105,172 96,075 104,907 118,102 109,392 111,295
34,273 33,988 27,374 30,651 32,555 36,015 35,645
25,273 23,489 18,735 18,271 22,244 23,057 15,139
574 938 306 717 781 1,499 843
8,400 7,000 6,500 9,200 6,270 10,865 6,950
239,874 254,966 248,267 247,159 271,430 272,251 23,416
282,595
84,181 62,178 65,862 56,360 17,822 35,834 41,718
85,398 92,933 96,948 105,851 109,508 110,585 111,076
8,940 6,938 5,462 13,188 19,241 17,300 12,205
178,519 162,049 168,272 175,399 146,571 163,719 164,999
418,393 417,015 416,539 422,558 418,001 435970 447,594
1,501 1,271 - - - 1,420 1,560
1,000 1,000 1,200 - 1,500 1,500 1,700
85,594 87,307 89,053 91,257 93,561 95,900 102,929
67,753 69,108 70,490 72,236 74,058 76,232 77,924
6,041 4,995 4,938 7464 7,884 6,580 11,716
161,889 163,681 165,681 170,957 177,003 181,631 195,829
20,644 20,644 20,644 20,903 23,369 24,647 25,602
2,864 3,160 2,803 3,107 3,610 2,268 658
7,394 9,468 15,749 7,636 14,696 8,899 13,279
13,871 14,949 10,880 12,121 11,447 17,535 13,556
12,365 24,620 10,400 23,855 11,305 30,055 9,725
7,051 8,052 21,084 9,886 7,131 6,052 5,942
60,196 18,086 9,432 54,915 42,278 25,634 25,806
4,732 4,566 4,347 8,754 2,841 4,906 7,664
2,500 2,700 3,000 - 7,619 3,500 2,925
131,617 106,245 98,339 141,177 124,296 123,496 105,157
1,029 - 199 - 33 - 74
169 1,379 - 190 443 592 3,545
491 1,189 780 1,358 980 250 576
4,537 3,871 4,105 6,317 4,617 3,209 3,186

- 500 1,040 - 520 - -
- - 275 1,070 1,105 225 4,535
6,226 6,939 6,399 8,935 7,702 4,276 11,916
312,902

—

;']'—/Jff
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ATTACHMENT C - ALL $5's CONSIDERED

Revenue

Direct

4423-8703 5T Leases

4424-8702 LT Leases

4425-8704 Flowage Fees

4426-8706 A/C Tie Down Leases

4491-8075 Misc Revenues

4491-8884 Security Passes

4512-9898 Landing Fees

Total Direct

Indirect

4600-8610 Jet Fuel Tax
N/A FEMA Reimbursement
N/A PILOT - Flight Level & BMA
N/A PILOT - Verizon Excise Tax

Total Indirect

Total Ravenue

Expenses

SALARIES

P1069 Airport Salaries - Part Time

P1344 Airport Salaries - Longevity

P6014 Airport Salaries - Manager

P6015 Airport Salaries - Asst. Manager

P7067 Airport Salaries - Overtime
Total Salaries

OPERATIONS
P1327 Airport Oper - Rent / Utilities
P1328 Airport Oper - Communications
P1329 Airport Oper - Incidentals
P6843 Airport Oper - Util & Equip
P6844 Airport Oper - Vegetation Mgmt.
P6845 Airport Oper - Snow Removal
P6846 Airport Oper - Veh & Ground Equip
P6847 Airport Oper - Faclility
P7026 Airport Security
P2136 Airport Eng Studies
P3068 Airport Snow and Ice
Total Airport Operations
INCIDENTALS
P2050 Airport Incid - Advertising
P2054 Airport Incid - Travel Allowance
P2056 Airport Incid - Steno
P2063 Airport Incid - Repairs
P2064 Airport Incid - Noise Education
P2359 Airport Incid - Professional Devel
Total Incidentals

MATCHING GRANT COST
P2060 Airport Construc - Matching Grant
P7471 Airport - SRE Building Completion
P7472 Airport - Taxiway Alpha Constr

Other Costs
General Support (Acct, Treasury, IT)

Legal/Litigation
Airport Insurance
Employee Benefits Cost (et @ 30% of salaries)

Total Other Costs

NORWOOD MEMORIAL AIRPORT
HISTORY OF REVENUES AND EXPENSES

FY2013 Fy14 FY15 FY16 FY17 Fyis FY19
$ 75514 | $84379||$ 99,277 || $ 83413 || $ 91478 91,423 89,307
95,840 105,172 96,075 104,907 118,102 109,392 111,295
34,273 33,988 27,374 30,651 32,555 36,015 35,645
25,273 23,489 18,735 18271 22,244 23,057 15,139
574 938 306 717 781 1,499 843
8,400 7,000 6,500 9,200 6,270 10,865 6,950
23,416
239,874 254,966 248,267 || 247,159 271,430 272,251 282,595
84,181 62,178 65,862 56,360 17,822 35,834 41,718
- - 22,519 = = 22,806 -
85,398 92,933 96,948 | | 105,851 109,508 110,585 111,076
8540 6,938 5,462 13,188 19,241 17,300 12,205
178,519 162,049 150,791 175,399 146,571 186,525 164,999
418,393 417,015 439,058 | | 422,558 418,001 458,776 447,594
1,501 1,271 - - . 1,420 1,560
1,000 1,000 1,200 = 1,500 1,500 1,700
85,594 87,307 89,053 91,257 93,561 95,900 102,929
67,753 69,108 70,490 72,236 74,058 76,232 77,924
6,041 4,995 4,938 7,464 7,884 6,580 11,716
161,889 163,681 165,681 170,957 177,003 181,631 195,829
20,644 20,644 20,644 20,903 23,369 24,647 25,602
2,864 3160 2,803 3,107 3,610 2,268 658
7.394 9,468 15,749 7,636 14,696 8,899 13,279
13,871 14,949 10,880 12,121 11,447 17,535 13,556
12,365 24,620 10,400 23,855 11,305 30,055 9,725
61,905 51,370 30,000 = g = 5
7,051 8,052 21,084 9,886 7,131 6,052 5,942
60,196 18,086 9,432 54,915 42,278 25,634 25,806
4,732 4,566 4,347 8,754 2,841 4,906 7.664
2,500 2,700 3,000 - 7,619 3,500 2,925
- < E 31,223 45,740 31,290 49,663
193,522 157,615 128,339 172,400 170,036 154,786 154,820
1,029 = 199 = 33 - 74
169 1,379 - 190 443 592 3,545
491 1,189 780 1,358 980 250 576
4,537 3871 4,105 6,317 4,617 3,209 3,186
- 500 1,040 H 520 - -
- - 275 1,070 1,109 225 4,535
6,226 6,939 6,399 8,935 7,702 4,276 11,916
29,796 40,323 4,916 5,105 17,932 15,338 29,533
29,796 40,323 4,916 5,105 17,932 15,338 24,231
32,724
86,488
- 6,000
- 10,400
- 13,800
= 25,000
57,970 54,563 45,075 52,761 55,200 51,853 57,254




