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Summary
Bar Harbor, ME (Aa2) benefits from a moderately sized coastal resort tax base, well-managed
financial position with sound reserves, manageable debt burden and low pension and OPEB
liabilities.

Credit strengths

» Stable tax base that benefits from institutional presence

» Manageable debt burden

» Modest pension and OPEB liabilities

Credit challenges

» Moderate revenue raising ability due to property tax cap

» Limited excess levy capacity

» Large tourism component to local economy

Rating outlook
Moody's does not usually assign outlooks to local government credits with this amount of
debt outstanding.

Factors that could lead to an upgrade

» Significant increase in General Fund reserves

» Significant tax base expansion and diversification

» Improvement in the demographic profile to levels more consistent with higher rating
categories

Factors that could lead to a downgrade

» Trend of operating deficits resulting in a material decline in reserves

» Significant declines in the tax base or deterioration of the demographic profile

» Significant increase in debt burden

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1217562
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Key indicators

Exhibit 1

Bar Harbor (Town of) ME 2015 2016 2017 2018 2019

Economy/Tax Base

Total Full Value ($000) $1,404,100 $1,428,800 $1,493,600 $1,577,200 $1,633,550 

Population 5,296 5,296 5,356 5,425 5,425

Full Value Per Capita $265,125 $269,789 $278,865 $290,728 $301,115 

Median Family Income (% of US Median) 104.10% 104.10% 119.30% 113.30% 113.30%

Finances

Operating Revenue ($000) $19,152 $19,780 $20,334 $21,313 $23,087 

Fund Balance ($000) $2,796 $3,051 $3,357 $3,652 $4,117 

Cash Balance ($000) $10,132 $8,648 $8,980 $10,227 $10,561 

Fund Balance as a % of Revenues 14.60% 15.40% 16.50% 17.10% 17.80%

Cash Balance as a % of Revenues 52.90% 43.70% 44.20% 48.00% 45.70%

Debt/Pensions

Net Direct Debt ($000) $11,047 $11,722 $10,689 $12,651 $15,936 

3-Year Average of Moody's ANPL ($000) $7,874 $8,372 $6,876 $8,032 $8,249 

Net Direct Debt / Full Value (%) 0.80% 0.80% 0.70% 0.80% 1.00%

Net Direct Debt / Operating Revenues (x) 0.6x 0.6x 0.5x 0.6x 0.7x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) 0.60% 0.60% 0.50% 0.50% 0.50%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) 0.4x 0.4x 0.3x 0.4x 0.4x

Source: Moody's Investors Service and issuer's audited financial statements

Profile
Bar Harbor is located on the coast of Maine approximately 45 miles southeast of Bangor, ME (Aa2). The year-round population of
5,200 swells to over 18,000 during the summer months.

Detailed credit considerations
Economy and Tax Base: Coastal resort tax base benefits from institutional stability
Bar Harbor's $1.7 billion tax base should experience moderate growth over the long-term given its desirable resort location and
employment opportunities. The town’s full value has experienced six years of consecutive growth and most recently increased 4.9% in
2020. The five year compound average annual growth is strong at 4.1%. The town's substantial full value per capita of $327,230 reflects
the significant presence of second homes (approximately one-third of residences) and a year-round population of 5,200 that swells
to approximately 18,000 in the summer and fall. In the near term, housing construction and redevelopment projects are expected to
provide a boost to assessed values.

The Jackson Laboratory (A1 stable), a non-profit research center with almost 1,400 employees, is the town's largest employer.
Additional major employers are Mount Desert Island Hospital (538 employees) and the National Park Service (245 employees). The
presence of these institutions provides year-round local economic stability, which is an important credit strength for Bar Harbor given
its large tourist population.

The recent spread of COVID-19, a novel coronavirus, could have temporary, but severe impacts on economies, like Bar Harbor, which
rely on tourism. Fortunately for the town, only 8% of the town's 3 million annual tourists arrive via cruise ships, with the remaining
92% traveling by land through Maine.

Income levels are enhanced by year-round stable employment opportunities and are in line with state and national averages. Median
family income represents 126% of state and 119% of US medians. Median home value is even stronger at 176% of state and 164% of
US medians.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Financial Operations and Reserves: Financial position remains stable
The town’s financial position will remain stable given conservative management and commitment to maintain adequate reserve levels.
Fiscal 2019 audited results reflect a $831,000 surplus driven by conservative budgeting and stronger than expected excise tax revenues.
The surplus increased available fund balance to $4.1 million or 17.8% of revenues. Positively, the town derives a large majority of its
revenues from property taxes, which contributed 80% of fiscal 2019 revenues. The town's largest expenditures are education at 30% of
the budget, assessments at 17%, and public safety at 14%.

Eight months into fiscal 2020, management is anticipating another surplus at year end. The fiscal 2020 budget increased by 3.6% from
the prior year. To balance the increase, the tax levy increased by 2.7% and management appropriated $55,000 of fund balance. The
town is benefitting from its first full year of parking meter revenues, which so far tally $1.7 million, well above the original budget of
$500,000. Management expects to use that surplus to fund various capital improvement projects.

While the fiscal 2021 budget is still under construction, management expects an increase of about 3.5% to be funded with a proposed
tax levy increase of 1.5% and another $55,000 of appropriated fund balance.

LIQUIDITY
Cash and investments at the end of fiscal 2019 represented $10.6 million or 45.7% of revenues.

Debt and Pensions: New debt projects will generate additional revenue sources; manageable pension burdens
Bar Harbor's modest overall debt burden at 0.9% of full value is manageable but has the potential to increase significantly as the town
considers building or renovating an elementary school. Those plans are still preliminary, however, and management does not expect to
issue the debt until authorized.

DEBT STRUCTURE
The entire debt portfolio is fixed rate with 71% of principal retired in ten years. Fiscal 2019 debt service represented $1.5 million or
6.4% of revenues.

DEBT-RELATED DERIVATIVES
The town is not party to any interest rate swaps or derivative agreements.

PENSIONS AND OPEB
While the town's unfunded pension and OPEB liabilities are smaller than its debt burden today, they represent a potential future credit
challenge. The town participates in two multiple employer cost-sharing pension plans and funds OPEB on a pay-go basis. The table
below summarizes the town’s 2019 pension and OPEB contributions and unfunded liabilities.

Exhibit 2

 
Amount

($ thousands)
% of Operating Revenues Discount Rate

Operating Revenue 23,087                                                  

Reported Unfunded Pension Liability 1,366                                                   5.92% 6.75%

Moody's Adjusted Net Pension Liability 6,583                                                   28.51% 4.14%

Reported Net OPEB Liability 1,323                                                   5.73% -

Moody's Adjusted Net OPEB Liability 1,383                                                   5.99% -

Pension Contribution 426                                                      1.84% -

Pension Tread Water Gap [1] (104)                                                     -0.45% -

OPEB Contribution 38                                                        0.16% -

Net Direct Debt 15,936                                                  69.03% -

Debt Service 1,480                                                   6.41% -

Total Fixed Costs 1,944                                                   8.42% -

[1] A negative pension tread water gap reflects pension contribution in excess of the amount required to prevent the unfunded liability from increasing if all plan assumptions are realized.
A positive tread water gap reflects the opposite.
Source: Moody’s Investors Service and issuer's audited financial statements
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Favorably, the town’s 2019 pension contributions exceeded tread water, the amount required to prevent the unfunded liability from
increasing if all plan assumptions are realized. To the extent that the multiple-employer pension plans in which the town participates
experience returns on assets that fall short of their assumptions, the town's required pension contribution will increase.

Fiscal 2019 fixed costs, comprised of pensions, OPEB and debt service, represented a low 8.4% of operating revenues. However, return
on assets in the state run pension plans and future escalation of OPEB costs could materially affect fixed costs going forward.

ESG Considerations
Environmental considerations

There are no major environmental concerns. The town benefits from having most of its buildings above FEMA flood levels and the
island itself being made of bedrock.

Social considerations

There are no major social concerns.

Management and Governance considerations

The management team employs conservative budgeting and financial management as evidenced in a stable financial position,
compliance with a formal fund balance policy, and long-term planning for capital expenditures. The town’s fund balance policy is to
maintain a working capital reserve equal to 10% of the previous year's revenues, maintained as assigned general fund balance.

Maine towns and cities have an Institutional Framework score of “Aa,” which is strong. The sector’s major revenue source of property
taxes are subject to a cap, which can be overridden at the local level. The cap is based on statewide personal income growth and local
property growth. The cap allows for moderate revenue-raising ability. Taxes raised for school purposes, including school debt service,
are not subject to the cap. Unpredictable revenue fluctuations tend to be minor, or under 5% annually. Across the sector, fixed and
mandated costs are generally less than 25% of expenditures. Fixed costs are driven mainly by debt service. Unpredictable expenditure
fluctuations tend to be minor, under 5% annually.

Rating methodology and scorecard factors
The US Local Government General Obligation Rating Methodology includes a scorecard, a tool providing a composite score of a local
government’s credit profile based on the weighted factors we consider most important, universal and measurable, as well as possible
notching factors dependent on individual credit strengths and weaknesses. Its purpose is not to determine the final rating, but rather to
provide a standard platform from which to analyze and compare local government credits.
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Exhibit 3

Bar Harbor (Town of) ME    

Scorecard Factors Measure Score

Economy/Tax Base (30%) [1]

Tax Base Size: Full Value (in 000s) $1,713,050 Aa

Full Value Per Capita $315,770 Aaa

Median Family Income (% of US Median) 113.3% Aa

Notching Factors:[2]

Other Analyst Adjustment to Economy/Taxbase Factor: Down

Finances (30%)

Fund Balance as a % of Revenues 17.8% Aa

5-Year Dollar Change in Fund Balance as % of Revenues 3.5% A

Cash Balance as a % of Revenues 45.7% Aaa

5-Year Dollar Change in Cash Balance as % of Revenues 7.7% A

Management (20%)

Institutional Framework Aa Aa

Operating History: 5-Year Average of Operating Revenues / Operating Expenditures (x) 1.0x A

Debt and Pensions (20%)

Net Direct Debt / Full Value (%) 0.9% Aa

Net Direct Debt / Operating Revenues (x) 0.7x A

3-Year Average of Moody's Adjusted Net Pension Liability / Full Value (%) 0.5% Aaa

3-Year Average of Moody's Adjusted Net Pension Liability / Operating Revenues (x) 0.4x Aaa

Scorecard-Indicated Outcome Aa2

Assigned Rating Aa2

[1] Economy measures are based on data from the most recent year available.
[2] Notching Factors are specifically defined in the US Local Government General Obligation Debt methodology.
[3] Standardized adjustments are outlined in the GO Methodology Scorecard Inputs publication
Source: US Census Bureau, Moody's Investors Service
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