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August 10, 2018 
 
Ms. Deborah Cabana 
Town of Gray, ME 
24 Main Street 
Gray, ME 04039 
 
Dear Ms. Cabana: 
 
We wish to inform you that on August 9, 2018, Moody’s Investors Service reviewed and assigned a rating of Aa2 
to Town of Gray, ME, 2018 General Obligation Bonds. 
  
Credit ratings issued by Moody’s Investors Service, Inc. and its affiliates (“Moody’s”) are Moody’s current 
opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like securities and are not 
statements of current or historical fact.  Moody’s credit ratings address credit risk only and do not address any 
other risk, including but not limited to: liquidity risk, market value risk, or price volatility. 
 
This letter uses capitalized terms and rating symbols that are defined or referenced either in Moody’s Definitions 
and Symbols Guide or MIS Code of Professional Conduct as of the date of this letter, both published on 
www.moodys.com.  The Credit Ratings will be publicly disseminated by Moody’s through normal print and 
electronic media as well as in response to verbal requests to Moody’s Rating Desk.  Moody’s related research and 
analyses will also be published on www.moodys.com and may be further distributed as otherwise agreed in 
writing with us. 
 
Moody's Credit Ratings or any corresponding outlook, if assigned, will be subject to revision, suspension or 
withdrawal, or may be placed on review, by Moody's at any time, without notice, in the sole discretion of 
Moody’s.  For the most current Credit Rating, please visit www.moodys.com.  

Moody’s has not consented and will not consent to being named as an expert under applicable securities laws, 
such as section 7 of the Securities Act of 1933.  The assignment of a rating does not create a fiduciary relationship 
between Moody’s and you or between Moody’s and other recipients of a Credit Rating.  Moody’s Credit Ratings 
are not and do not provide investment advice or recommendations to purchase, sell or hold particular securities.  
Moody’s issues Credit Ratings with the expectation and understanding that each investor will make its own 
evaluation of each security that is under consideration for purchase, sale or holding.  

Moody’s adopts all necessary measures so that the information it uses in assigning a Credit Rating is of sufficient 
quality and from sources Moody’s considers to be reliable including, when appropriate, independent third-party 
sources.  However, Moody’s is not an auditor and cannot in every instance independently validate or verify 
information received in the rating process.  Moody’s expects and is relying upon you possessing all legal rights 
and required consents to disclose the information to Moody's, and that such information is not subject to any 
restrictions that would prevent use by Moody's for its ratings process. In assigning the Credit Ratings, Moody’s 
has relied upon the truth, accuracy, and completeness of the information supplied by you or on your behalf to 
Moody’s. Moody’s expects that you will, and is relying upon you to, on an ongoing basis, promptly provide 
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Moody’s with all information necessary in order for Moody’s to accurately and timely monitor the Credit Ratings, 
including current financial and statistical information.  

Under no circumstances shall Moody’s have any liability (whether in contract, tort or otherwise) to any person or 
entity for any loss, injury or damage or cost caused by, resulting from, or relating to, in whole or in part, directly 
or indirectly, any action or error (negligent or otherwise) on the part of, or other circumstance or contingency 
within or outside the control of, Moody’s or any of its or its affiliates’ directors, officers, employees or agents in 
connection with the Credit Ratings.  ALL INFORMATION, INCLUDING THE CREDIT RATING, ANY 
FEEDBACK OR OTHER COMMUNICATION RELATING THERETO IS PROVIDED "AS IS" 
WITHOUT REPRESENTATION OR WARRANTY OF ANY KIND.  MOODY’S MAKES NO 
REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, 
TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR 
PURPOSE OF ANY SUCH INFORMATION. 

Any non-public information discussed with or revealed to you must be kept confidential and only disclosed either 
(i) to your legal counsel acting in their capacity as such; (ii) to your other authorized agents acting in their 
capacity as such with a need to know that have entered into non-disclosure agreements with Moody’s in the form 
provided by Moody’s and (iii) as required by applicable law or regulation.  You agree to cause your employees, 
affiliates, agents and advisors to keep non-public information confidential. 

If there is a conflict between the terms of this rating letter and any related Moody’s rating application, the terms of 
the executed rating application will govern and supercede this rating letter. 

Should you have any questions regarding the above, please do not hesitate to contact me or the analyst assigned to 
this transaction, Chris Salcedo at 212-553-3761. 
 
Sincerely,  
 

Moody’s Investors Service Inc. 
Moody’s Investors Service Inc. 
cc: 

 Mr. Joe Cuetara 
Moors & Cabot, Inc.  
111 Devonshire Street 
Boston, MA 02109  
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Gray (Town of) ME
Update to credit analysis

Summary
The Town of Gray (Aa2) is a small suburban community that benefits from proximity to
employment opportunities in Portland, ME (Aa1 stable). Resident income and wealth are
above-average. The town has a well-managed financial position with healthy reserve levels
and very low levels of leverage.

Credit strengths

» Stable tax base

» Healthy reserve position bolstered by formal policy

» Average debt burden with no future borrowing plans

» No pension or OPEB liability

Credit challenges

» Limited tax base size

» Recent large increases in health insurance costs

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

Factors that could lead to an upgrade

» Trend of large operating surpluses that lead to significant growth of reserve levels

» Substantial increase in the tax base and improvement in income levels

Factors that could lead to a downgrade

» Operating deficits leading to reserve declines

» Consecutive declines in the tax base or weakening of income levels

» Material growth in the debt burden

https://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1137447
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Key indicators

Exhibit 1

Gray (Town of) ME 2013 2014 2015 2016 2017

Economy/Tax Base

Total Full Value ($000) $847,150 $845,000 $846,050 $884,000 $888,850 

Population                 7,808                 7,860                 7,928                 7,988                 7,988 

Full Value Per Capita $108,498 $107,506 $106,717 $110,666 $111,273 

Median Family Income (% of US Median) 109.2% 116.5% 110.1% 107.7% 107.7%

Finances

Operating Revenue ($000) $14,266 $15,518 $16,475 $16,943 $17,209 

Fund Balance ($000) $2,457 $2,757 $4,083 $4,454 $4,699 

Cash Balance ($000) $4,808 $5,402 $6,322 $5,881 $6,278 

Fund Balance as a % of Revenues 17.2% 17.8% 24.8% 26.3% 27.3%

Cash Balance as a % of Revenues 33.7% 34.8% 38.4% 34.7% 36.5%

Debt/Pensions

Net Direct Debt ($000) $5,007 $8,312 $7,420 $6,548 $6,236 

3-Year Average of Moody's ANPL ($000) $0 $0 $0 $0 $0 

Net Direct Debt / Full Value (%) 0.6% 1.0% 0.9% 0.7% 0.7%

Net Direct Debt / Operating Revenues (x) 0.4x 0.5x 0.5x 0.4x 0.4x

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

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

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

Profile
The Town of Gray has a population of 8,000 and is located in Cumberland County (Aa2 stable) approximately 16 miles north of
Portland.

Detailed credit considerations

Economy and Tax Base: Stable tax base favorably located near Portland
Gray’s suburban tax base will remain stable with modest residential growth over the near term. The town is located in Cumberland
County approximately 16 miles north of Portland. The primarily residential $928 million tax base (fiscal 2018) grew 4.4% over the
previous year driven by a strong housing market. The town has ample land available for new development, and near term growth will
come from several residential subdivisions. The town is in the process of updating its Comprehensive Plan and zoning laws, which
should lead to future commercial and industrial development over the longer term.

The top 10 taxpayers account for just 5.8% of fiscal 2017 total assessed value. Income levels are just above-average, with median
family income at 113.7% and 107.7% of the state and nation, respectively (2016 ACS). Full value per capita is healthy at $116,174.
Cumberland County’s unemployment rate of 2.5% (March 2017) is below that of the state and nation.

Financial Operations and Reserves: Healthy financial position will continue
Following some fund balance declines in fiscal 2009-2012 for capital outlays, the town has generated surpluses for the past five years
and we expect reserves to be maintained around current levels. Management budgets conservatively and consistently adheres to a
formal policy to maintain at least a two month reserve (unassigned fund balance), with funds in excess of three months going towards
capital. Fiscal 2017 audited results reflect a $257,000 surplus which increased available General Fund balance (committed, assigned
and unassigned) to $4.7 million or 27.3% of revenues, an improvement over the 17.2% in 2013. The surplus was driven by strong
performance in excise taxes and building permits.

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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Management projects another surplus in fiscal 2018 (June 30) again driven by conservative budgeting of revenues. A large budget driver
in fiscal 2019 is the decline in annual pay-go capital as the town instead moves to debt finance several long-term capital project.

The town’s primary revenue source is property taxes (90.3% of fiscal 2017 revenues) and the current year collection rate has averaged
98.6% over the past five years. The largest expenditures are assessments paid to the Maine School Administrative District No. 15
(Aa3) (53% of 2017 expenditures) and public works (12.4%). Additionally, very low fixed costs as well as a limited public sector union
presence makes its unlikely for the town to experience significant volatility in annual operations.

LIQUIDITY
General Fund cash has been stable over the past several years and was $6.3 million, or 36.5% of revenues, in 2017.

Debt and Pensions: Debt burden will increase to moderate levels; No pension or OPEB liability
The debt burden will grow to moderate levels after nearly doubling in fiscal 2018. As town management brings forward several capital
projects to take advantage of low interest rates, the town’s debt burden will climb to around 1.1% of full value or 0.6 times revenues,
still in line with the rating category. Management has no future long-term borrowing plans and average amortization. The town has
historically allocated at least $1 million annually for pay-go capital, which will decrease slightly to offset increasing annual debt service
requirements. Debt service accounted for 5.1% of expenditures in 2017 and is expected to climb to around 7.7% of expenditures by
2020.

DEBT STRUCTURE
All debt is fixed rate and principal amortization is average with 85.2% repaid within ten years.

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

PENSIONS AND OPEB
The town does not offer pension or OPEB benefits.

Management and Governance
Gray is governed by a five-member Town Council who serve staggered three year terms. Management budgets conservatively and
adheres to several fiscal policies. In addition, the town maintains a multi-year capital plan.

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 overriden 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 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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© 2018 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and affiliates (collectively, “MOODY’S”). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND ITS RATINGS AFFILIATES (“MIS”) ARE MOODY’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND MOODY’S PUBLICATIONS MAY INCLUDE MOODY’S CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY
MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS
DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY’S
OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY’S PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE
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PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT AND DO NOT
PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY’S PUBLICATIONS COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY’S PUBLICATIONS WITH THE EXPECTATION
AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE.

MOODY’S CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR
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AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED
OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY
PERSON WITHOUT MOODY’S PRIOR WRITTEN CONSENT.

CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSON AS A BENCHMARK AS THAT TERM IS DEFINED FOR REGULATORY PURPOSES
AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM BEING CONSIDERED A BENCHMARK.

All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable. Because of the possibility of human or mechanical error as well
as other factors, however, all information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary measures so that the information it
uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However,
MOODY’S is not an auditor and cannot in every instance independently verify or validate information received in the rating process or in preparing the Moody’s publications.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability to any person or entity for any
indirect, special, consequential, or incidental losses or damages whatsoever arising from or in connection with the information contained herein or the use of or inability to use any
such information, even if MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial instrument is not the subject of a
particular credit rating assigned by MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability for any direct or compensatory
losses or damages caused to any person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability that, for the
avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the control of, MOODY’S or any of its directors, officers, employees, agents,
representatives, licensors or suppliers, arising from or in connection with the information contained herein or the use of or inability to use any such information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH
RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR MANNER WHATSOEVER.

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCO”), hereby discloses that most issuers of debt securities (including
corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have, prior to assignment of any rating,
agreed to pay to Moody’s Investors Service, Inc. for appraisal and rating services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain
policies and procedures to address the independence of MIS’s ratings and rating processes. Information regarding certain affiliations that may exist between directors of MCO and
rated entities, and between entities who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading “Investor Relations — Corporate Governance — Director and Shareholder Affiliation Policy.”

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of MOODY’S affiliate, Moody’s Investors
Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended
to be provided only to “wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By continuing to access this document from within Australia, you
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Additional terms for Japan only: Moody's Japan K.K. (“MJKK”) is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly-owned by Moody’s
Overseas Holdings Inc., a wholly-owned subsidiary of MCO. Moody’s SF Japan K.K. (“MSFJ”) is a wholly-owned credit rating agency subsidiary of MJKK. MSFJ is not a Nationally
Recognized Statistical Rating Organization (“NRSRO”). Therefore, credit ratings assigned by MSFJ are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an
entity that is not a NRSRO and, consequently, the rated obligation will not qualify for certain types of treatment under U.S. laws. MJKK and MSFJ are credit rating agencies registered
with the Japan Financial Services Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively.

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred
stock rated by MJKK or MSFJ (as applicable) have, prior to assignment of any rating, agreed to pay to MJKK or MSFJ (as applicable) for appraisal and rating services rendered by it fees
ranging from JPY200,000 to approximately JPY350,000,000.

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.

REPORT NUMBER 1137447
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225 Franklin Street, 15th
Floor
Boston, MA 02110-2804
tel 617 530-8338
reference no.: 1537898

August 10, 2018
 

Town of Gray
24 Main Street
Henry Pennell Municipal Complex
Gray, ME 04039
Attention: Ms. Deborah Cabana, Treasurer

Re: US$4,882,000 Town of Gray, Maine, General Obligation Bonds, Series 2018, dated:
Date of delivery, due: October 15, 2038

Dear Ms. Cabana:
 

Pursuant to your request for an S&P Global Ratings rating on the above-referenced
obligations, S&P Global Ratings has assigned a rating of "AA+" . S&P Global Ratings views
the outlook for this rating as stable. A copy of the rationale supporting the rating is enclosed.  

This letter constitutes S&P Global Ratings' permission for you to disseminate the above-
assigned ratings to interested parties in accordance with applicable laws and regulations.
However, permission for such dissemination (other than to professional advisors bound by
appropriate confidentiality arrangements) will become effective only after we have released
the rating on standardandpoors.com. Any dissemination on any Website by you or your
agents shall include the full analysis for the rating, including any updates, where applicable. 

To maintain the rating, S&P Global Ratings must receive all relevant financial and other
information, including notice of material changes to financial and other information provided
to us and in relevant documents, as soon as such information is available. Relevant financial
and other information includes, but is not limited to, information about direct bank loans and
debt and debt-like instruments issued to, or entered into with, financial institutions, insurance
companies and/or other entities, whether or not disclosure of such information would be
required under S.E.C. Rule 15c2-12. You understand that S&P Global Ratings relies on you
and your agents and advisors for the accuracy, timeliness and completeness of the
information submitted in connection with the rating and the continued flow of material
information as part of the surveillance process. Please send all information via electronic
delivery to: pubfin_statelocalgovt@spglobal.com. If SEC rule 17g-5 is applicable, you may
post such information on the appropriate website. For any information not available in
electronic format or posted on the applicable website,

Please send hard copies to:   
                   S&P Global Ratings
                   Public Finance Department
                   55 Water Street 
                   New York, NY 10041-0003

The rating is subject to the Terms and Conditions, if any, attached to the Engagement Letter
applicable to the rating. In the absence of such Engagement Letter and Terms and Conditions,
the rating is subject to the attached Terms and Conditions. The applicable Terms and
Conditions are incorporated herein by reference.
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S&P Global Ratings is pleased to have the opportunity to provide its rating opinion. For more
information please visit our website at www.standardandpoors.com. If you have any
questions, please contact us. Thank you for choosing S&P Global Ratings.

Sincerely yours,

S&P Global Ratings
a division of Standard & Poor's Financial Services LLC

 

mm
enclosures

cc: Ms. Cathy Markavich
Mr. Joseph P. Cuetara
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S&P Global Ratings
Terms and Conditions Applicable To Public Finance Credit Ratings

General. The credit ratings and other views of S&P Global Ratings are statements of opinion
and not statements of fact. Credit ratings and other views of S&P Global Ratings are not
recommendations to purchase, hold, or sell any securities and do not comment on market
price, marketability, investor preference or suitability of any security. While S&P Global
Ratings bases its credit ratings and other views on information provided by issuers and their
agents and advisors, and other information from sources it believes to be reliable, S&P Global
Ratings does not perform an audit, and undertakes no duty of due diligence or independent
verification, of any information it receives. Such information and S&P Global Ratings'
opinions should not be relied upon in making any investment decision. S&P Global Ratings
does not act as a "fiduciary" or an investment advisor. S&P Global Ratings neither
recommends nor will recommend how an issuer can or should achieve a particular credit
rating outcome nor provides or will provide consulting, advisory, financial or structuring
advice. Unless otherwise indicated, the term "issuer" means both the issuer and the obligor if
the obligor is not the issuer.

All Credit Rating Actions in S&P Global Ratings' Sole Discretion. S&P Global Ratings may
assign, raise, lower, suspend, place on CreditWatch, or withdraw a credit rating, and assign or
revise an Outlook, at any time, in S&P Global Ratings' sole discretion. S&P Global Ratings
may take any of the foregoing actions notwithstanding any request for a confidential or
private credit rating or a withdrawal of a credit rating, or termination of a credit rating
engagement. S&P Global Ratings will not convert a public credit rating to a confidential or
private credit rating, or a private credit rating to a confidential credit rating.

Publication. S&P Global Ratings reserves the right to use, publish, disseminate, or license
others to use, publish or disseminate a credit rating and any related analytical reports,
including the rationale for the credit rating, unless the issuer specifically requests in
connection with the initial credit rating that the credit rating be assigned and maintained on a
confidential or private basis. If, however, a confidential or private credit rating or the
existence of a confidential or private credit rating subsequently becomes public through
disclosure other than by an act of S&P Global Ratings or its affiliates, S&P Global Ratings
reserves the right to treat the credit rating as a public credit rating, including, without
limitation, publishing the credit rating and any related analytical reports. Any analytical
reports published by S&P Global Ratings are not issued by or on behalf of the issuer or at the
issuer's request. S&P Global Ratings reserves the right to use, publish, disseminate or license
others to use, publish or disseminate analytical reports with respect to public credit ratings
that have been withdrawn, regardless of the reason for such withdrawal. S&P Global Ratings
may publish explanations of S&P Global Ratings' credit ratings criteria from time to time and
S&P Global Ratings may modify or refine its credit ratings criteria at any time as S&P Global
Ratings deems appropriate.

Reliance on Information. S&P Global Ratings relies on issuers and their agents and advisors
for the accuracy and completeness of the information submitted in connection with credit
ratings and the surveillance of credit ratings including, without limitation, information on
material changes to information previously provided by issuers, their agents or advisors.
Credit ratings, and the maintenance of credit ratings, may be affected by S&P Global Ratings'
opinion of the information received from issuers, their agents or advisors.
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Confidential Information. S&P Global Ratings has established policies and procedures to
maintain the confidentiality of certain non-public information received from issuers, their
agents or advisors. For these purposes, "Confidential Information" shall mean verbal or
written information that the issuer or its agents or advisors have provided to S&P Global
Ratings and, in a specific and particularized manner, have marked or otherwise indicated in
writing (either prior to or promptly following such disclosure) that such information is
"Confidential."

S&P Global Ratings Not an Expert, Underwriter or Seller under Securities Laws. S&P Global
Ratings has not consented to and will not consent to being named an "expert" or any similar
designation under any applicable securities laws or other regulatory guidance, rules or
recommendations, including without limitation, Section 7 of the U.S. Securities Act of 1933.
S&P Global Ratings has not performed and will not perform the role or tasks associated with
an "underwriter" or "seller" under the United States federal securities laws or other regulatory
guidance, rules or recommendations in connection with a credit rating engagement.

Disclaimer of Liability. S&P Global Ratings does not and cannot guarantee the accuracy,
completeness, or timeliness of the information relied on in connection with a credit rating or
the results obtained from the use of such information. S&P GLOBAL RATINGS GIVES NO
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE OR USE. S&P Global Ratings, its affiliates or third party providers, or any of
their officers, directors, shareholders, employees or agents shall not be liable to any person
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Gray, Maine; General Obligation

Credit Profile

US$4.882 mil GO bnds ser 2018 due 10/15/2038

Long Term Rating AA+/Stable New

Gray Twn GO rfdg bnds

Long Term Rating AA+/Stable Affirmed

Gray Twn GO (AGM)

Unenhanced Rating AA+(SPUR)/Stable Affirmed

Many issues are enhanced by bond insurance.

Rationale

S&P Global Ratings assigned its 'AA+' long-term rating to Gray, Maine's series 2018 general obligation (GO) bonds. At

the same time, we affirmed our 'AA+' long-term rating to the town's outstanding GO debt. The outlook is stable.

The bonds are general obligations of the town, for which it has pledged its full-faith-and-credit. The bonds are payable

from ad valorem taxes levied on all property within Gray's territorial limits, which are subject to levy limitations under

the state's 'LD-1' property tax levy law (Maine Revised Statutes Title 30-A, section 5721-A).

Based on the application of our criteria, titled "Issue Credit Ratings Linked To U.S. Public Finance Obligors’

Creditworthiness" (published Jan. 22, 2018, on RatingsDirect), we do not differentiate between the town's limited-tax

GO debt and its general creditworthiness because the tax limitation imposed on the Gray's ability to raise revenue is

already embedded in our analysis of its financial and economic conditions.

We understand that officials intend to use proceeds from the series 2018 GO bonds (approximately $4.88 million) to

permanently finance various town-wide capital projects, including the acquisition of equipment and vehicles, and

improvement to facilities.

The rating on Gray reflects the following factors:

• 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

methodology;

• Strong budgetary performance, with operating surpluses in the general fund and at the total governmental fund level

in fiscal 2017;

• Very strong budgetary flexibility, with an available fund balance in fiscal 2017 of 25% of operating expenditures;

• Very strong liquidity, with total government available cash at 44.6% of total governmental fund expenditures and

8.0x governmental debt service, and access to external liquidity we consider strong;
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• Very strong debt and contingent liability position, with debt service carrying charges at 5.6% of expenditures and

net direct debt that is 57.0% of total governmental fund revenue, as well as low overall net debt at less than 3% of

market value and rapid amortization, with 79.8% of debt scheduled to be retired over 10 years; and

• Strong institutional framework score.

Very strong economy

We consider Gray's economy very strong. The town, with an estimated population of 8,243, encompasses 46 square

miles in Cumberland County in the Portland-South Portland MSA, which we consider broad and diverse. The town has

a projected per capita effective buying income of 119% of the national level and per capita market value of $112,580.

Overall, the town's market value grew by 4.4% over the past year to $928.0 million in 2018. The county unemployment

rate was 2.5% in 2017.

Gray is a predominantly suburban and residential community, approximately 16 miles north of Portland. The town is

traversed by Interstate 95 (the Maine Turnpike) and U.S. Route 202, connecting residents with regional employment

opportunities in the greater Portland area. The local economic base features employers in the commercial retail,

manufacturing, and professional services sectors. Gray's leading employers include Hannaford (approximately 165

employees), Cole Farms (100), Enercon (100), and Bruns Brothers (52). In our view, the town has little taxpayer

concentration, with the 10 leading taxpayers accounting for a diverse 6.1% of assessed value (AV).

In addition to its embeddedness in the broader regional economy, Gray has experienced stable tax base growth,

demonstrated by increased commercial and residential building permit activity over the last three years. The town

attributes this trend to a mix of new business creation and expansion of existing companies. Furthermore, Gray reports

new residential subdivisions are in various stages of development. Based on management's conservative expectation

that development will remain steady over the next two years, we do not expect to modify our view of the town's

economic profile over the next two years.

Strong management

We view the town's management as strong, with good financial policies and practices under our Financial

Management Assessment methodology, indicating financial practices exist in most areas, but that governance officials

might not formalize or monitor all of them on a regular basis.

In development of its annual budget, Gray uses at least four years of the historical information to form its base revenue

and expenditure projections. The town works closely with its tax assessor and monitors local economic trends to

adjust its mill rate and property tax assumptions. Management also develops an itemized state of estimated

appropriations for current expenditures and capital improvements. During the fiscal year, the town monitors revenue

and expenditure performance regularly and management presents budget-to-actual results to the town council

monthly.

The town has a comprehensive 10-year capital improvement plan (CIP) that outlines projects by department and

identifies funding sources. The town develops and incorporates the CIP into the annual budget development process.

Gray maintains a formal investment policy that adheres to state guidelines governing use of investments, and

management presents earnings and holdings in the annual audit. It also maintains a formal debt-management policy
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that limits debt service to no more than 15% of the budget. The town has a formal reserve policy that targets an

unassigned fund balance level not less than two months' operating expenditures. The town has met and sustained

general fund balance in compliance with this policy.

Gray does not currently conduct any long-term financial planning.

Strong budgetary performance

Gray's budgetary performance is strong in our opinion. The town had operating surpluses of 1.5% of expenditures in

the general fund and of 15.1% across all governmental funds in fiscal 2017. For analytical consistency, we adjusted

fiscal 2017 operating results for recurring transfers out of the general fund to other governmental funds, and capital

outlay expenditures financed with the bond proceeds.

We expect Gray to maintain strong budgetary performance over the next several years, largely due to its strong

budget-monitoring framework and its manageable expenditure and fixed-cost profile. Gray also benefits from a

historically stable and strong property and excise tax base, which generates approximately 90.3% of general fund

revenue. Charges for services represent the second-highest share of general fund revenue at 4.6%, while

intergovernmental revenue constitute about 3.8%. Tax collections have remained strong with current collections

exceeding 97.5% during the past five fiscal years. Under state law, the town is permitted to levy taxes up to 105% of its

net budgeted expenditures each fiscal year, with the amount raised in excess of 100%, which is referred to as overlay.

Management attributes the fiscal 2017 surplus to better-than-budgeted revenue, particularly excise taxes and charges

for services. At the same time, the town reported $156,465 in unexpended overlay and reduced operating transfers out

of the general fund. For fiscal 2018, the town indicates that year-end budget projections are trending positive. Although

the town reported higher road sand and salt expenditures due to above average winter snowfall, officials

conservatively estimate a $400,000 to $500,000 surplus at fiscal year-end.

While officials are finalizing the fiscal 2019 budget, the town estimates that it will likely reduce the tax rate from the

19-mill rate in the previous year following new AV growth related to a full property revaluation. The town also

budgeted for a decline in capital expenditures compared to the previous year, and management plans to monitor other

areas for cost savings throughout the year to sustain at least balanced operations at fiscal year-end. Therefore, based

on the year-end projections for fiscal 2018 and management's focus on maintaining balanced operations over the next

two years, we expect budgetary performance to remain strong.

Very strong budgetary flexibility

Gray's budgetary flexibility is very strong, in our view, with an available fund balance in fiscal 2017 of 25% of operating

expenditures, or $4.2 million. Over the past three years, the total available fund balance has remained at a consistent

level overall, totaling 25% of expenditures in 2016 and 24% in 2015.

The town has maintained very strong budgetary flexibility over the past three audited fiscal years. Based on unaudited

year-end projections, management estimates available reserves will increase by approximately $400,000 to $500,000

for fiscal year-end 2018. Management conservatively budgeted to sustain at least balanced operations for fiscal 2019,

and it does not have any plans to reduce its unassigned fund balance.

In addition, Gray's formal reserve policy stipulates that it maintain a minimum unassigned fund balance of no less than
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two months' general fund expenditures, a target it has historically met and sustained. Therefore, we generally expect

the town to maintain stable and very strong reserve levels over the next two years.

Very strong liquidity

In our opinion, Gray's liquidity is very strong, with total government available cash at 44.6% of total governmental

fund expenditures and 8.0x governmental debt service in 2017. In our view, the town has strong access to external

liquidity if necessary.

Gray has issued GO bonds within the past 15 years, supporting our view that it upholds strong access to external

liquidity. Furthermore, Gray does not currently have investments we consider permissive or aggressive because its

investments in governmental funds mainly include savings and money market accounts with maturities of less than

one year. In addition, it does not currently have any contingent-liquidity risks from financial instruments with payment

provisions that change upon the occurrence of certain events. Therefore, we expect the town's liquidity profile to

remain very strong.

Very strong debt and contingent liability profile

In our view, Gray's debt and contingent liability profile is very strong. Total governmental fund debt service is 5.6% of

total governmental fund expenditures, and net direct debt is 57.0% of total governmental fund revenue. Overall net

debt is low at 1.9% of market value, and approximately 79.8% of the direct debt is scheduled to be repaid within 10

years, which are in our view positive credit factors.

Following the current issuance, the town will have approximately $10.2 million in total direct debt. Officials indicate

that the current issuance will support equipment acquisition and facility improvements outlined in its capital plan for

the subsequent five years. Therefore, the town has no additional plans to issue new debt over the next two years.

Based on its low debt ratios and limited future capital needs, coupled with rapid amortization of debt within 10 years,

we expect Gray's debt-and-contingent-liability profile to remain very strong.

The town does not participate in a defined-benefit pension plan, but it contributes to a self-administered deferred

compensation plan at a rate determined by the town council. Full-time employees are eligible to participate in the

deferred compensation plan, and the town currently matches up to 6% of the employee contribution annually. The

town does not provide any pension or other postemployment benefits to retirees.

Strong institutional framework

The institutional framework score for Maine municipalities is strong.

Outlook

The stable outlook reflects S&P Global Ratings' expectation that Gray will maintain strong financial practices and

policies, which contributes to generally stable and predictable budgetary performance, and which will likely support its

very strong budgetary flexibility and liquidity. It also reflects the town's stable underlying economy, which benefits

from access to and participation in the Portland-South Portland MSA. In addition, we expect it will maintain a very

strong debt and contingent liability profile, coupled with manageable post-retirement liabilities. For these reasons, we

are unlikely to change the rating during the next two years.
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Upside scenario

All other factors remaining stable or improving, we could raise the rating if the town's underlying wealth and income

conditions improve to levels commensurate with higher-rated peers, coupled with management implementing

long-term financial planning.

Downside scenario

We could lower the rating should the town experience a substantial deterioration in budgetary performance, leading to

a material decline in its flexibility or liquidity position.

Related Research

• S&P Public Finance Local GO Criteria: How We Adjust Data For Analytic Consistency, Sept. 12, 2013

• Incorporating GASB 67 And 68: Evaluating Pension/OPEB Obligations Under Standard & Poor's U.S. Local

Government GO Criteria, Sept. 2, 2015

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.
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