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MOODY'S ASSIGNS AN A1 RATING TO THE TOWN OF BAR HARBOR’S $1.6 MILLION 2005 GENERAL OBLIGATION BONDS 

AFFIRMATION AFFECTS $14.3 MILLION IN OUTSTANDING PARITY DEBT, INCLUDING THE CURRENT ISSUE 

Opinion

Moody's Investors Service has assigned an A1 rating to the Town of Bar Harbor’s $1.6 million 2005 General Obligation Bonds. At this time, Moody's has also affirmed the A1 rating on the town's $14.3 million in outstanding parity bonds, including the current issue. The current issue is secured by the town's unlimited property tax pledge and proceeds will be used to finance the construction of a retaining wall and refinance an $800,000 RECD loan. The A1 rating reflects the town’s moderately sized resort community, healthy financial position characterized by sizable transfers for capital spending and low debt burden.

MODERATELY SIZED RESORT COMMUNITY

Moody's expects the Bar Harbor’s $925 million tax base will continue to experience moderate growth given its desirable resort location and job opportunities. Outside of a revaluation in fiscal 2004, which saw a 40% jump in assessed values, the town's valuation has grown at a moderate 2.2% annual rate over the previous five years. Over the same period, full value has grown at a pace of 10.3% evidencing significant market value appreciation. The town's substantial full value per capita of $191,857, reflects its appeal as a resort community and preponderance of second homes (approximately one third of residences). Wealth levels in the town exceed state averages and the town’s population of nearly 5,000 grows to approximately 20,000 in the summer. Jackson Labs, a non-profit cancer research center with 1,204 employees, is the town’s top employer. Plans for expansion of the facility include adding 126 jobs over the next two years.

HEALTHY FINANCIAL OPERATIONS CHARACTERIZED BY SIZABLE TRANSFERS FOR CAPITAL

Moody's expects the town will continue to maintain a strong financial position given conservative budgeting practices and significant financial flexibility evidenced by annual capital transfers. The 2004 General Fund balance equaled $2.2 million (17.7% of General Fund revenues). While this represents a decrease from the fiscal 2003 level of $2.7 million, 2004 expenditures included a $1.2 million transfer to the Capital Projects Fund, a non-operating expense. This was in line with the town’s practice of annually transferring approximately $1 million to the capital reserve, providing significant budgetary flexibility. Through this practice, the town has built a $2.2 million reserve for future capital spending, of which approximately $1.1 million is expected to be spent in 2005. However, the General Fund budget provides for replenishing $1.4 million of the reserve, leading management to project the reserve will end the year at approximately $2.5 million. Due to the larger than usual transfer to the capital reserve in fiscal 2005, the General Fund balance is expected to decline slightly; operations are expected to be structurally balanced, however, and the combined reserve position is expected to be unchanged. The town has a policy of maintaining at least 10% of the previous years revenues as a General Fund balance.

LOW DEBT BURDEN REFLECTS HIGH PROPORTION OF SELF SUPPORTING DEBT

Moody's anticipates that the town's overall debt burden (2.2% of full value) will remain low given the self-supporting nature of much of the town’s debt and rapid amortization of principal (66.7% in ten years). On a direct basis, the debt burden is just 0.3%, after excluding $11.3 million in self-supporting water and sewer debt. Given the town’s sizable reserve for capital, management reports no additional borrowing plans in the medium term.

Key Statistics:

2000 Population: 4,820

2004 Full Valuation: $925 million 

2004 Full Value Per Capita: $ 191,857

Overall Debt Burden: 2.2%

Direct Debt Burden: 0.3%

Payout of Principal (10 years): 66.7%

FY04 General Fund Balance: $2.2 million (17.7% of General Fund Revenues) 

2000 Per Capita Income as a % of State:  123.4%

2000 Median Family Income as a % of State:  115.1%

Post-sale Parity Debt Outstanding: $14.3 million 

Analysts:

Elizabeth Bergman. Analyst. Public Finance Group. Moody's Investors Service Geordie Thompson. Backup Analyst. Public Finance Group. Moody's Investors Service.  Yaffa Rattner, Senior Credit Officer, Public Finance Group, Moody's Investors Service

Contacts:

Journalists: (212) 553-0376

Research Clients: (212) 553-1653

Copyright 2005, Moody's Investors Service, Inc. and/or its licensors including Moody's Assurance Company, Inc. (together, "MOODY'S"). All rights reserved.

