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Research Update:

City of Guelph Outlook Revised To Positive On
Expected Continued Good Liquidity

Overview

e W are revising our outlook on the City of Guelph to positive from stable.

W are affirnmng our ' AA" long-termissuer credit and senior unsecured
debt ratings on CGuel ph.

* The positive outlook reflects Standard & Poor's expectation that
t hroughout the two-year outlook horizon, CGuel ph will maintain robust
liquidity levels, tax-supported debt will not materially exceed current
| evel s (and should in fact decline slightly within several years), and
after-capital deficits will not materially exceed 5% of total revenues

» The ratings reflect our opinion of the city's stable econony, its strong
liquidity, and a debt burden that we expect to noderate over the next
several years

Rating Action

On Aug. 24, 2012, Standard & Poor's Ratings Services revised its outl ook on
the Gty of Guelph, in the Province of Ontario (AA-/Negative/A-1+), to
positive fromstable. At the sane tine, Standard & Poor's affirned its 'AA
long-termissuer credit and senior unsecured debt ratings on CGuel ph

The outl ook revision reflects our expectations that CGuel ph will maintain
robust liquidity levels, tax-supported debt will not materially exceed current
| evel s (and shoul d actually decline slightly within several years), and
after-capital deficits will not materially exceed 5% of total revenues.

Rationale

The ratings on Guel ph reflects Standard & Poor's opinion of the city's stable
econormy, its strong liquidity, and a debt burden that we expect to noderate
over the next several years. W believe that persistent-but-nodest
after-capital deficits and continuing exposure to the manufacturing sector
whi ch has struggled in Ontario, constrain the ratings.

We bel i eve Guel ph's econony is relatively well-diversified for a city of its
size. Its unenploynent rate remains below the provincial average and is in
fact, among the | owest in Canada. Manufacturing still accounts for a |arge
portion of the | abor base, and the region is host to several auto parts
manuf acturers. A strong, stable public sector with a |large university,
school s, hospitals, and nunicipal, county, and provincial governnent offices
of fset this concentration, in our opinion
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Guel ph has mai ntai ned what we view as robust liquidity, with free cash and
liquid assets as well as total reserves and reserve fund bal ances trending
upwards in recent years (all figures Standard & Poor's-adjusted). Under our
conservative base case scenario, which forecasts significant use of liquidity
to fund capital, we believe that free cash and liquid assets will remain
sufficient to cover nore than 350% of total debt service throughout our

two- year outl ook horizon.

The city recently nodified its capital plans to place nore enphasis on

i nfrastructure renewal and repl acenent, reduce debt-financed projects, and
push sone growth-related projects into later years. This has resulted in our
expectation of debt nbderating to closer to 30% of operating revenues by 2016
fromal nost 40% This level is inline with that of domestic peers and shoul d
remai n very manageabl e, in our view

Guel ph has generated what we view as healthy operating bal ances, but these
have weakened slightly in recent years. Hi gh capital expenditures,
particularly in 2010 and 2011, have resulted in persistent, although nodest,
after-capital deficits. This has hanpered the city's budgetary perfornmance.
Al t hough we expect that nopdest after-capital deficits, not materially
exceeding 5% will continue throughout the outl ook horizon, CGuel ph does have
substantial cash reserves which it can use to internally finance them

Outlook

The positive outlook reflects Standard & Poor's expectation that throughout
t he two-year outl ook horizon, Guelph will maintain robust liquidity |evels,
tax- supported debt will not materially exceed current levels (and should in

fact decline slightly within several years), and after-capital deficits wll
not materially exceed 5% of total revenues. W could revise the outlook to
stable if operating performance were to falter or capital spending were higher
than expected resulting in operating bal ances of |ess than 5% of operating
revenue or consistent after-capital deficits greater than 5% of total revenue.
A neani ngful decline in liquidity |evels would al so pl ace downward pressure on
the ratings. W could raise the ratings if the city's financial performance
were to neet our expectations and there were no material weakening of the

| ocal econony.

Related Criteria And Research

Met hodol ogy For Rating International Local And Regi onal CGovernnments, Sept. 20,
2010
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Ratings List
Guel ph (City of)

CQut | ook Revised To Positive

To From
| ssuer credit rating AA/ Posi tive/-- AA/ St abl ef - -
Rating Affirned
Seni or unsecured debt AA

Conplete ratings information is available to subscribers of RatingsDirect on
the A obal Credit Portal at www gl obalcreditportal.com All ratings affected
by this rating action can be found on Standard & Poor's public Wb site at
www. st andar dandpoors. com Use the Ratings search box located in the |eft

col um.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT AUGUST 24, 2012 4

1003192 | 300099896



Copyright © 2012 by Standard & Poor's Financial Services LLC. All rights reserved.

No content (including ratings, credit-related analyses and data, model, software or other application or output therefrom) or any part thereof
(Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system,
without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used
for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or agents
(collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for
any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for the security or
maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR
IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A
PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no
event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and
not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase,
hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to
update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment
and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does
not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be
reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain
regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P
Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any
damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective
activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established
policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P
reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,
www.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed
through other means, including via S&P publications and third-party redistributors. Additional information about our ratings fees is available at
www.standardandpoors.com/usratingsfees.

McGRAW-HILL

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT AUGUST 24, 2012 5

1003192 | 300099896



	Research:
	Overview
	Rating Action
	Rationale
	Outlook
	Related Criteria And Research
	Ratings List


