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Opinion

NEW YORK, Apr 24, 2008 -- Moody's Investors Service has assigned a Aa2 rating to the Town of Duxbury's
$3.13 million General Obligation Municipal Purpose Loan of 2008 Bonds. Concurrently, Moody's has affirmed
the Aa2 rating on the town's $20.4 million of long-term general obligation debt outstanding. The bonds are
secured by a general obligation limited tax pledge as debt service is subject to the levy limitations of
Proposition 2 %2. Proceeds from the sale will refund $1.3 million in outstanding bonds originally issued in
1999 and provide $1.82 million in new money to finance water system and sea wall improvements. The
refunding is expected to generate a net present value savings of approximately $57,000 without extending
the maturity of the debt. The Aa2 rating reflects the town's historically stable financial position and increasing
reliance on reserves to fund ongoing expenditure demands. The rating also incorporates the town's highly
residential tax base with above average income levels and manageable debt position.

SATISFACTORY FINANCIAL POSITION MAY BE CHALLENGED BY INCREASING USE OF RESERVES
TO FUND OPERATIONS

Moody's believes Duxbury's financial position will remain sound over the near term. However, the town may
be challenged to maintain structural balance given slower revenue growth and the increasing use of reserves
to fund ongoing expenditures. Through the effective management of fiscal resources the town has added to
its level of available reserves (unreserved fund balance and stabilization fund) each of the last three fiscal
years. Fiscal year 2007 ended with an available reserve balance of $5.8 million (10.5% of revenues), a 10%
increase over fiscal 2005 levels. However, the modest $81,000 addition to available reserves did not keep
pace with revenue growth. When measured as a percent of General Fund revenues the town's level of
available reserves in fiscal 2007 declined to 10.5% from 11.1% the prior year, however remained in line with
the 10.0% median for Aa2 rated municipalities in Massachusetts. Further reserve declines are possible
nearing the close of fiscal 2008 with slower revenue growth and greater than budgeted snow removal costs
challenging the town's ability to fully replenish its $1.7 million free cash appropriation. Adjusting for declining
local receipts, the preliminary fiscal 2009 budget includes an enlarged reserve appropriation in an effort to
maintain level services. The $55.7 million budget, a 3.95% increase over the prior year, is balanced, in part,
with $2.1 million of free cash, a 21.8% increase over fiscal 2008. Notably, 75% of the proposed $2.2 million
revenue increase is funded by property taxes and state aid, which represent a combined 85% of revenues.
The budget also plans to draw down the remainder of the town's excess levy capacity, which was reduced to
$31,766 in 2008 from a more ample $293,188 in fiscal 2005. The increasing reliance on free cash to fund
operations, without corresponding expenditure reductions or revenue enhancements, will challenge the
town's ability to remain structurally balanced. Going forward, Duxbury's ability to maintain a satisfactory
financial position, in line with similarly rated communities, will be an important consideration in future rating
reviews.

Positively, the town maintains additional financial flexibility with a fiscal 2007 ending balance of $909,206 in
its pension trust fund, dedicated to mitigating the growth in annual pension costs. Additionally, the $1.98
million Community Preservation Act fund balance is available for future capital projects and a modest
$150,000 contingency budget line provides added budgetary cushion. Importantly, the town has been
successful in stemming the growth of health care costs through the collective bargaining process with the
fiscal 2009 budget projecting a manageable 3.2% increase in health expenditures. Notably, the financial
position of the town's self-funded health account continues to strengthen with cash representing a healthy



37.5% of internal service fund operating revenues.
HIGHLY RESIDENTIAL TAX BASE WITH ABOVE AVERAGE INCOME LEVELS

Moody's expects Duxbury's $3.8 billion tax base will continue to experience slower than historical growth
over the near term, reflecting regional real estate trends. Located on the south shore 33 miles southeast of
Boston (rated Aal/stable outlook), the town's highly residential (97% of assessed value) tax base has
experienced healthy growth, averaging 12.5% annually since 2003, supported by ongoing market
appreciation and new residential development. Fiscal 2008 assessed values exhibited their first downward
adjustment in recent history, declining a modest 0.5% from the prior year, a reflection of market values as of
January 1, 2007. Notably, under the provisions of Proposition 2 ¥, overall property tax growth is expected to
remain steady, with slowdowns occurring in new growth applied to the levy from new construction and
improvements to existing structures. A conservative $368,000 in new growth revenue has been budgeted as
part of the fiscal 2009 budget, below the town's five-year average of $560,000. Looking ahead, the town
hopes to capture the future tax base growth associated planned residential projects including two 40B
housing developments expected to add an estimated 150 new units of housing over the near term. Income
levels in Duxbury remain well above state and national medians and the equalized value per capita, reflecting
high residential values, is a strong $262,841.

DEBT BURDEN EXPECTED TO REMAIN MANAGEABLE

Moody's anticipates Duxbury's currently low debt burden will increase to a more moderate level if the town
moves forward with plans for a public safety facility and high school improvements. The potential increase in
debt is expected to remain manageable given future tax base growth, the town's relatively rapid rate of
principal amortization (85% in 10 years) and anticipated debt exclusions from the limitations of Proposition 2
14, which are subject to voter approval. The town's current direct debt burden of 0.5% of equalized value
remains below state and national median and debt service payments accounted for a manageable 6.3% of
total General Fund expenditures in fiscal 2007. The community's current capital plan includes additional
bonded debt of $25.3 million through fiscal 2012. Assuming the town issues debt for the full amount outlined
in the capital plan its direct debt burden would increase to a pro-forma $49.3 million or 1.28% of the 2008
equalized value, however this would remain below the current state median of 1.4%. Notably, the town's
current debt profile is composed entirely of fixed rate debt.

KEY STATISTICS

2000 Population: 14,248

2007 Equalized Valuation: $3.8 billion

2007 Equalized value per capita: $262,841

Average annual growth, Equalized Value 2001-2007: 12.5%

1999 Median Family Income: $106,245 (172% of the Commonwealth, 212% of the nation)
1999 Per Capita Income: $40,242 (155% of the Commonwealth, 186% of the nation)
FYO07 General Fund Balance: $5.8 million (10.6% of General Fund revenues)

FYO7 Unreserved General Fund Balance: $5.0 million (9.2% of General Fund revenues)
FYO7 Available Reserves: $5.79 million (10.5% of General Fund revenues)

Net direct debt burden: 0.5%

Overall debt burden: 0.5%

Amortization of Principal (10 years): 85.7%

Post-sale long-term debt outstanding: $22.2 million
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