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Rationale
Standard & Poor's Ratings Services assigned its 'AA-' rating, and stable outlook, to the town of Bar Harbor, Maine's series 2005 GO bonds based on the town's strong financial position and considerable property tax base growth. 
Additional credit factors include the town's: 

· Steadily expanding economic base, which is exhibiting signs of slight seasonality within the unemployment rate; 

· Above-average wealth and income factors; 

· Strong financial performance with operating surpluses over the past six years and high fund balance levels; 

· Experienced and prudent fiscal management with the inclusion of a formal fund balance policy; and 

· Positive debt position, coupled with limited future capital needs. 

The town's full faith and credit pledge secures the bonds. 
Bar Harbor is on the coast of Maine in southern Hancock County, about 45 miles south of Bangor, Maine ('AA-' GO debt rating). Acadia National Park, with more than four million annual visitors, ranking it second among all national parks, is in the town. The town has also become a popular cruise line stop (80 ships, carrying a total of 95,000 passengers, visited in 2003), which helps drive summer retail activity along the harbor. The town's unemployment rate was a high 7% in 2003, above both state and national averages. The unemployment rate reflects seasonality within the employment and economic bases. The town's summer population ranges between 15,000 and 20,000. Several leading employers --The Jackson Laboratory, Mount Desert Island Hospital, and the College of the Atlantic-- mitigate seasonality in the workforce. The Jackson Laboratory, a world leader in mammalian genetic research, has continued to expand its workforce and physical plant; the company employed about 1,230 in 2003, an increase of more than 35% since 1999. This growth provides stability to the employment base with white-collar, high-paying jobs that help drive the local real estate market. The lab is also undergoing a sizable capital improvement, outlaying $21.7 million for an expansion scheduled for completion in 2006. The expanded facility will accompany the addition of about 130 technical positions. Assessed valuation (AV) reached $840 million in fiscal 2005, reflecting a full revaluation, which is a strong 52% increase over fiscal 2000 AV. Market value is high at roughly $191,800 per capita. This growth reflects the appreciation of property along Bar Harbor's waterfront and the high-end residential development occurring away from the downtown area. The tax base is diverse: The 10 leading taxpayers account for 10% of total AV. When measured by per capita income, wealth and income levels were above state and national levels at 113% and 104%, respectively, in 2000.
Outlook
The stable outlook reflects the expectation that the town will sustain its strong financial position with healthy fund balance levels remaining well above the 10% policy requirement and that the town's debt position will remain positive with modest future capital needs. The stable outlook also reflects the expectation that the property tax base will continue to grow.
Finances/Debt
Finances
Bar Harbor's financial position is strong. Conservative budgeting and experienced financial management have contributed to the town's consistent performance. A formal fund balance policy requires the unreserved general fund balance to equal at least 10% of revenues, which the town has easily met each of the past six years. The policy also stipulates that fund balances cannot routinely be used to decrease taxes. Two-thirds of the town council must approve the use of any money from the fund balance. Over the past five years, Bar Harbor has averaged an unreserved general fund balance equal to nearly 16% of expenditures. General fund balance levels were strong once again in fiscal 2004; total fund equity was $2.2 million, which accounted for 17.4% of operating expenditures: nearly all of which is unreserved. The town is not dependent on state aid, which accounts for less than 10% of total general fund resources, as a major revenue source. The fiscal 2005 budget, which reflects a modest expenditure increase over fiscal 2004, includes a small property tax increase and is on budget through the first two quarters of the fiscal year. Town officials are planning to draw down reserves for onetime capital purposes in 2005. Management expects to close the year with fund balances reduced by roughly $400,000, a reserve level that still provides flexibility and meets the stated fund balance policy.
Debt
Bar Harbor's debt profile is favorable. The overall net debt burden is a moderate $1,307 per capita, or a low 0.7% of total market value. Amortization of existing capital is above average with nearly 63% of existing debt being retired over 10 years. The town's carrying charge is also low with debt service payments accounting for a low 4% of general fund expenditures in the fiscal 2005 budget. The town has a five-year, roughly $7.5 million capital improvement plan, which includes various small capital projects. Outside of the capital plan, however, the town does not have any other debt needs. Town officials will use proceeds from this issuance to refinance a portion of debt outstanding and finance the rebuilding of the town's sea wall along the harbor. 
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