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S&P Global Ratings’ long-term issuer credit rating on the City of Guelph is 'AAA'. We expect
Guelph will continue posting modest after-capital deficits and will finance them through a
combination of reserves and debt. Increased capital spending will result in modest after-capital
deficits that are partially debt-financed, but strong financial management will allow the city to
maintain moderate debt levels. We project the debt burden will remain low at about 33% of
operating margins in 2028. Guelph’s strong and diverse economic base, growing population, and
proximity to the GTA will continue to support its finances. We view the city’s extremely strong
liquidity position as a key credit strength.

Outlook
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City Of Guelph

The stable outlook reflects our expectation that, over the next two years, Guelph will raise its
capital spending. We expect after-capital deficits will remain below 5% of total revenue. Despite
the recent decline in forecast capital spending, we believe Guelph will borrow strategically each
year to fund its capital program and will target consistent benchmark issuances to minimize
borrowing costs. We expect this will drive the debt burden slightly above 30% of revenue by 2028.
Nevertheless, we believe Guelph’s strong management and strengthened financial planning will
support its long-term creditworthiness.

Downside scenario

We could lower the rating in the next two years if deficits exceed 5% of revenue on a sustained
basis, accompanied by a meaningful increase in tax-supported debt above 30% of operating
revenue.

Rationale

The city benefits from a diverse economic base and proximity to the GTA, which supports a stable
and strong local economy despite Guelph’s higher exposure to manufacturing challenges relative
to that of peers. We believe capital spending will increase in line with the city's 10-year capital
plan, which primarily targets asset maintenance and infrastructure developments, supporting the
projected population expansion in the coming decades. We expect after-capital deficits will
remain narrow and decrease following capital expenditure peaking in 2027, reflecting robust
operating performance and the city’s continual refinement of its capital plan to align priority
projects with revenue. We anticipate revenue will flatten in the next few years due to slower
economic growth and new provincial legislation that delays the receipt of and reduces
development charge (DC) revenue. Our debt forecast reflects similar assumptions to our previous
review, indicating the city will maintain a moderate debt burden as it issues about C$126 million in
2026-2028 to support its capital initiatives. Guelph's robust liquidity, and the extremely
supportive and predictable institutional framework of Canadian municipalities, remain key credit
strengths.

Economic growth slows due to trade challenges, but diverse tax base
and growing population underpin strong local economic base

Guelph benefits from a favorable location near the GTA, with an economy grounded in diverse
sectors, including manufacturing, public services, education, and a growing agricultural
innovation sector. While a significant portion of the labor force is rooted in manufacturing, which
is being challenged by tariffs and trade disruptions, mid-year 2026 employment and local GDP
data reported by the city indicate a trend of recovery relative to that of 2025. We anticipate the
city’s economic activity will resume as tariff uncertainty abates. This base-case scenario mirrors
the broader national expectation that job losses will reverse. (See "Economic Outlook Canada Q3
2026: Resilient, Not Strong,” June 24, 2026.) Although GDP per capita data is not available at the
local level, we believe Guelph’s is in line with the national level, which we estimate will be about
US$58,673 in 2026.

Guelph's credit profile also benefits from strong management, indicated by generally good
political consensus in passing budgets and effective revenue and expenditure planning practices.
Management is preparing its second four-year operating budget ahead of 2028-2031. The city’s
10-year capital plan was reduced in 2024 to better align priority projects with funding, and the city
plans to defer about C$160 million in additional capital expenditure originally planned for 2027-
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2031. Guelph updates its asset management plan annually, and we believe it has well-defined
financial policies to govern debt and liquidity management.

As do other Canadian municipalities, Guelph benefits from an extremely predictable and
supportive local and regional government framework that has demonstrated high institutional
stability and evidence of systemic extraordinary support in times of financial distress. Although
provincial governments mandate a significant proportion of municipal spending, they also provide
operating fund transfers and impose fiscal restraint through legislative requirements to pass
balanced operating budgets. Municipalities are generally able to match expenditures well with
revenue, except for capital spending, which can be intensive. Any operating surpluses can fund
capital expenditure and future liabilities (such as postemployment obligations) through reserve
contributions. Municipalities have a track record of strong budget results; therefore, debt
burdens, on average, are low relative to those of global peers and growth over time has been
modest.

Despite rising capital expenditure, strong operating performance and
capital reprioritization will support moderate debt and slight after-
capital balance deficits

We expect operating performance will remain very strong, with the city posting operating
surpluses averaging 16.6% of operating revenue over 2026-2028, driven by robust annual tax
increases and prudent financial management.

We believe Guelph will post after-capital account deficits averaging 1.14% from 2026-2028,
benefiting from strong support from provincial and federal grants and the city’s efforts to
rebalance its 10-year capital plan due to lower-than-anticipated revenue in recent years. The city
is planning to defer capital expenditure to align with the recent trend of lower DC revenue, as well
as a new provincial bill that delays DC receipts to the time of occupancy.

The city’s capital plan focuses on high priority infrastructure projects, as well as initiatives that
enable housing development and projected long-term population growth. We believe the city will
incur approximately C$630 million in capital expenditure between 2026-2028, peaking in 2027,
primarily for road restorations, the construction of a new transit and fleet services facility, and
upgrades to water infrastructure, particularly expansions to the city’s water resource recovery
center and tertiary treatment upgrades.

In June 2026, the city applied for grant funding from the province’s Development Charge
Reduction Program to support three major water and wastewater projects, in exchange for a
proposed 30% local DC reduction. If realized, the impact of this reduction on the city’s after-
capital balance will depend on the rate of real estate development in coming years, because we
expect that faster-than-anticipated development will raise capital expenditure.

We anticipate debt will rise to slightly more than 30% by 2028 as the city issues debt annually to
support capital plans, totaling approximately C$126 million from 2026-2028. Interest expenses
will remain minimal, rising to just 1% in 2028.

Liquidity is extremely strong with average free cash and liquid assets totaling about C$518 million
in the next 12 months, sufficient to cover 14x our estimated debt service in that period. Like that
of domestic peers, Guelph’s access to external liquidity is strong.

City of Guelph Selected Indicators

Mil. C$ 2023 2024 2025 2026bc 2027bc 2028bc
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City of Guelph Selected Indicators

Operating revenue 544 591 648 690 729 764
Operating expenditure 479 521 547 577 605 637
Operating balance 65 70 101 13 123 127
Operating balance (% of operating 1.9 1.9 15.6 16.4 16.9 16.6
revenue)

Capital revenue 38 89 83 92 16 92
Capital expenditure 106 166 182 213 267 21
Balance after capital accounts (4) 6) 1 8) (28) 7
Balance after capital accounts (% of total 0.7) (1.0) 0.2 (1.0) (3.3) 0.8
revenue)

Debt repaid 12 10 10 39 12 14
Gross borrowings 0 0 91 26 50 50
Balance after borrowings (16) (16) 83 (21) 10 43
Direct debt (outstanding at year-end) 16 109 192 179 217 253
Direct debt (% of operating revenue) 21.3 18.4 29.7 26.0 29.8 33.2
Tax-supported debt (outstanding at year- 16 109 192 179 217 253
end)

Tax-supported debt (% of consolidated 21.3 18.4 29.7 26.0 29.8 33.2

operating revenue)

Interest (% of operating revenue) 0.6 0.5 0.6 0.9 0.9 11

Local GDP per capita ($) - -- -- -- -- --

National GDP per capita ($) 54,847.5 55,015.7 55,728.4 58,672.8 61,756.6 64,524.9

The data and ratios above result in part from S&P Global Ratings' own calculations, drawing on national as well as
international sources, reflecting S&P Global Ratings' independent view on the timeliness, coverage, accuracy, credibility,
and usability of available information. The main sources are the financial statements and budgets, as provided by the
issuer. bc--Base case reflects S&P Global Ratings' expectations of the most likely scenario. C$--Canadian dollar. $--U.S.
dollar.

Rating Component Scores

Key rating factors Scores
Institutional framework 1
Economy 1
Financial management 2
Budgetary performance 2
Liquidity 1
Debt burden 2
Stand-alone credit profile aaa
Issuer credit rating AAA

S&P Global Ratings bases its ratings on non-U.S. local and regional governments (LRGs) on the six main rating factors in
this table. In the "Methodology For Rating Local And Regional Governments Outside Of The U.S.," July 15, 2019, we
explain the steps we follow to derive the global scale foreign currency rating on each LRG. The institutional framework is
assessed on a six-point scale: 1is the strongest and 6 the weakest score. Our assessments of economy, financial
management, budgetary performance, liquidity, and debt burden are on a five-point scale, with 1 being the strongest
score and 5 the weakest.

Key Sovereign Statistics

e Sovereign Risk Indicators, July 7, 2025
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Related Criteria

e General Criteria: Environmental, Social, And Governance Principles In Credit Ratings , Oct. 10,
2021

e Criteria | Governments | International Public Finance: Methodology For Rating Local And
Regional Governments Outside Of The U.S. , July 15, 2019

e General Criteria: Principles Of Credit Ratings , Feb. 16, 2011

Related Research

e Economic Outlook Canada Q3 2026: Resilient, Not Strong, June 24, 2026

e (Canadian Municipalities Are Well Positioned To Weather Temporary Trade Disruption, June 2,
2025

e Subnational Government Outlook 2026: Resilient, But Signs Of Stress Emerge, Jan. 20, 2026

e S&P Global Ratings Definitions, Dec. 2, 2024

e |nstitutional Framework Assessment: Canadian Municipalities Employ Flexibilities Within Fiscal

Framework To Temper Cost Pressures, April 2, 2024

Ratings Detail (as of August 24, 2026)*

Guelph (City of
Issuer Credit Rating AAA/Stable/--
Senior Unsecured AAA

Issuer Credit Ratings History

01-Jun-2022 AAA/Stable/--
29-Aug-2013 AA+/Stable/--
24-Aug-2012 AA/Positive/--

*Unless otherwise noted, all ratings in this report are global scale ratings. S&P Global Ratings’ credit ratings on the global
scale are comparable across countries. S&P Global Ratings’ credit ratings on a national scale are relative to obligors or
obligations within that specific country. Issue and debt ratings could include debt guaranteed by another entity, and rated
debt that an entity guarantees.
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