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Summary
Harpswell (Aa2) has a healthy financial position with adequate financial policies and low
leverage. The town's moderately sized tax base is stable. The median age of the year round
population is unusually high. The largely residential coastal community benefits from an
influx of summertime residents.

Credit strengths

» Low debt and pensions burdens

» Healthy financial position

» Stable fiscal management

Credit challenges

» Small management team

» Significant coastal footprint increases exposure to storm risk

» Aging year round population

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

Factors that could lead to an upgrade

» Substantial tax base growth

» Higher resident incomes

Factors that could lead to a downgrade

» Operating deficits leading to decrease in financial reserves

» Significant tax base contraction

» Material growth in debt burden

https://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1116753
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Key indicators

Exhibit 1

Harpswell (Town of) ME 2013 2014 2015 2016 2017

Economy/Tax Base

Total Full Value ($000) $1,791,200 $1,797,900 $1,846,200 $1,852,450 $1,862,850 

Population                 4,778                 4,780                 4,815                 4,815                 4,815 

Full Value Per Capita $374,885 $376,130 $383,427 $384,725 $386,885 

Median Family Income (% of US Median) 130.7% 126.8% 124.6% 124.6% 124.6%

Finances

Operating Revenue ($000) $12,093 $12,736 $13,256 $13,716 $13,944 

Fund Balance ($000) $4,144 $3,985 $3,922 $4,013 $4,353 

Cash Balance ($000) $5,426 $5,028 $4,642 $4,557 $4,827 

Fund Balance as a % of Revenues 34.3% 31.3% 29.6% 29.3% 31.2%

Cash Balance as a % of Revenues 44.9% 39.5% 35.0% 33.2% 34.6%

Debt/Pensions

Net Direct Debt ($000) $2,911 $3,092 $2,612 $2,133 $2,187 

3-Year Average of Moody's ANPL ($000) NA $200 $188 $228 $326 

Net Direct Debt / Operating Revenues (x) 0.2x 0.2x 0.2x 0.2x 0.2x

Net Direct Debt / Full Value (%) 0.2% 0.2% 0.1% 0.1% 0.1%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) NA 0.0x 0.0x 0.0x 0.0x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) NA 0.0% 0.0% 0.0% 0.0%

Source: Moody's Investors Service; Town audited financial statements

Profile
Harpswell is located on the coast of Maine, in the northeastern section of Cumberland County approximately 40 miles by road from
Portland. The town is a rural community with approximately 216 miles of coastline and an estimated year-round population of 4,815
that doubles during the summer months.

Detailed credit considerations

Economy and Tax Base - An aging, residential tax base with significant summertime population
Harpswell is a coastal community located in Cumberland County approximately 40 miles by road from Portland (Aa1 stable). Its
$1.9 billion tax base is primarily residential. Its year round population of approximately 4,815 more than doubles during the summer
months. Harpswell’s 216 miles of coastline provides residents ample waterfront property and town management reports a recent uptick
in new home permits. The tax base has been stable over the last five years, growing at a compound annual rate of 1.2%. A potential risk
to the town’s housing values could be FEMA’s newly proposed floodplain maps which draws more homes into flood zones, potentially
driving up the cost of flood insurance. Like other Maine towns, management has a hired a consultant and is appealing the new maps.

The town is home to one of Maine’s oldest populations. The median age of approximately 57 years is approximately 13 years older than
the state average and 20 years older than the nations median age. The town’s aging population is the result of older residents choosing
to remain in their homes (“age in place”) as well as retirees moving into the town. The overall population has remained steady and
seasonal homeownership has increased slightly in recent years. Incomes of full time residents are above average, with median family
income of 132.4% and 124.6% of state and national medians, respectively. The sizeable second home presence contributes to the
town’s strong full value per capita of $386,885.

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 - Healthy financial position supported by formal policies
The town’s financial position will remain stable given predictable revenue and expenditures as well as healthy financial reserves guided
by formally adopted policies. Since at least 2012, the town has maintained healthy financial flexibility, averaging $4 million in available
fund balance representing 31.4% of revenues. Reserves exceed the town’s policy that requires maintenance of unassigned fund balance
equal to between 16.6% and 25% of the general fund budget. The towns scope of operations is modest, as evident in its small $14
million budget with only 17 full-time employees. The town also lacks any noticeable budgetary pressures given low leverage and
manageable fixed costs.

The town benefits from predictable revenues and expenditures. Property taxes, at 94% percent of 2017 revenues, are the town’s largest
revenue source while education assessments, at 55% of expenditures, is its largest expenditure. The most recent budget (fiscal 2018)
increased 4.3% and was met with a 4.7% increase in property taxes. The town also increased its budgeted use of fund balance, by
about $300,000 to $1.3 million. The town typically includes an appropriation of fund balance in its budget which end up being offset
by positive budgetary variances.

LIQUIDITY
The general fund cash position has been stable for the past several years, and was $4.8 representing a healthy 34.6% of fiscal 2017
revenues.

Debt and Pensions - Low leverage and modest fixed costs
Harpswell will maintain a low debt burden and modest fixed costs given no future borrowing plans and rapid amortization of existing
debt. Post-issuance, the debt burden will be 0.3% of equalized valuation and 0.4 times revenues, which is low. Annual debt service
requirements will be no more than $562,000 representing a modest 4% of revenues.

DEBT STRUCTURE
All debt is fixed rate and amortization of existing debt is rapid, with all of it scheduled to mature by 2024. The 2018 bonds will be
repaid over 20 years.

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

PENSIONS AND OPEB
The town’s pension burden will remain modest given adequate annual contributions and the limited number of participating
employees.

Harspwell contributes to the Maine Public Employees Retirement System Consolidated Plan, a multi-employer, defined benefit
retirement plan. Moody’s adjusted net pension liability (ANPL) is $391,000 or a very small 0.03 times operating revenues. Moody’s
adjustments are not intended to replace the town’s reported liability information, but to improve comparability with other rated
entities. The town’s other-post employment liability is negligible given it is limited to the implicit rate subsidy the town makes its
health plans available to retirees.

Total fixed costs for fiscal 2017, including debt service and required pension contributions represented $481,000, or 3.4% of
expenditures.

Management and Governance
Harpswell’s management team is small but in line with the town’s limited operations. Following education assessments (55% of
expenditures) the town’s main functions are road maintenance roads, snow removal, operation of a recycling and transfer station in
addition to general administrative functions. Public safety (law enforcement) is contracted out to the county.

Maine cities and towns have an Institutional Framework score of Aa, which is high compared to the nation. Institutional Framework
scores measure a sector's legal ability to increase revenues and decrease expenditures. Cities' and towns’ major revenue source,
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
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and mandated costs are generally greater than 25% of expenditures. Maine has public sector unions, which can limit the ability to cut
expenditures. Unpredictable expenditure fluctuations tend to be minor, under 5% annually.
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