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Overview

- We expect operating margins will weaken modestly but remain healthy despite higher
employee-related costs, faculty expansion, and limited growth in provincial grants.

- The University of Western Ontario's (Western) consistent enrollment growth, coupled with a
recovery in ancillary operations, will contribute to robust financial performance.

- Asaresult, S&P Global Ratings revised the outlook to positive from stable and affirmed its 'AA’

long-term issuer credit and senior unsecured debt ratings on the University of Western Ontario.

- The positive outlook reflects our expectation that Western will maintain its market position and
strong credit metrics despite the uncertainties surrounding provincial funding and tuition
policies, and a temporary federal cap on international student permits.

Rating Action

On Feb. 21, 2024, S&P Global Ratings revised the outlook on the University of Western Ontario, in
the Province of Ontario, to positive from stable. At the same time, S&P Global Ratings affirmed its
'AA' long-term issuer credit and senior unsecured debt ratings.

Outlook

The positive outlook reflects the likelihood that Western will sustain strong financial performance
through stable full-time equivalent (FTE) enrollment and strong liquidity, ensuring a manageable
debt burden.

Downside scenario

We could revise the outlook to stable if, in the next two years, through a combination of sector
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challenges and capital requirements, Western experiences a sustained weakening in operating
performance and its debt burden increases such that cash and investments are no longer
sufficient to cover more than 6x debt outstanding. Although unlikely, a strengthening of our
assessment of the link between Western and the province could lead to the equalization of our
ratings with those on Ontario.

Upside scenario



undergraduates accounting for only 9% of total fall 2023 FTEs. In addition, Ontario will require its
post-secondary institutions to guarantee housing options are available for incoming international
student cohorts. Western, equipped with a first-year housing guarantee, supported by 11 existing
residences, and with two more proposed, is well positioned to meet this requirement.

In fall 2023, Western saw its total FTE enrollment increase by 3.7%, aligning closely with its
five-year average of 3.4%. International students represent about 13% of total FTEs, slightly lower
than similarly rated peers in Canada but increasing this proportion remains a strategic goal of the
university. In our opinion, student quality at Western remains high, and we expect it to maintain
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total cash and investments is linked to externally restricted endowments.

Western has the eighth-largest endowment among Canadian universities. The endowment market
value increased slightly to C$1.14 billion at the end of fiscal 2023, from C$1.04 billion in the
previous year. The university has a spending policy of 4% of the average value of the total
endowment over the most recent five-year period.

www.spglobal.com/ratingsdirect February 21,2024 4



We rate Western two notches above Ontario. The differential reflects our view that there is a
measurable likelihood that the university's financial resources would be sufficient to sustain
ongoing operational and debt service obligations even in the event of a government default or
temporary suspension of payments. In addition, the differential reflects our belief that Western
operates independently of the Ontario government as an autonomous legal entity with ownership
of its assets. We consider the risk of extraordinary negative government intervention low, given the
university's operational independence, important public policy role, and the government's largely
noninterventionist stance toward the sector.

Environmental, social, and governance

We analyzed Western's risks related to environmental, social, and governance factors and
determined them to be neutral in our overall credit analysis as a whole. Although health and safety
social risks associated with the pandemic have abated for the higher education sector,
considering its substantial impact on instructional methods and enrollment patterns, we maintain
the view that a future public health event of comparable magnitude could again influence demand
and finances.

Key Statistics

Table 1

University of Western Ontario--Key statistics




Table 1

University of Western Ontario--Key statistics (cont.)

--Fiscal year ended April 30--

(Mil. C$) 2024bc 2023 2022 2021 2020 Medians*
Cash & investments to debt (%) 986.5 947.1 884.8 788.6 647.0 278.4
Maximum annual debt service/total 2.3 24 2.7 2.9 2.8 34

operating expense (%)

bc--Base case reflects S&P Global Ratings' expectations of the most likely scenario. TAs % of adjusted operating expense. *For 'AA" rated U.S.
public colleges and universites. U.S. median figures are in U.S. dollars.

Ratings Score Snapshot

Table 2

University of Western Ontario--Ratings score snapshot

Industry risk 2
Economic fundamentals 1
Market position 2
Management & Governance Score 2
Enterprise risk profile 2
Financial performance 2
Financial Resources Score 1
Debt and contingent liabilities 2
Financial Risk Profile score 2
Stand-alone credit profile aa
Issuer credit rating AA

S&P Global Ratings bases its ratings on not-for-profit education providers on the seven main rating factors listed in the table above. S&P Global
Ratings' "Global Non-For-Profit Education Providers," published on April 24, 2023, summarizes how the seven factors are combined to derive
each not-for-profit education provider's stand-alone credit profile and issuer credit rating.

Related Criteria
- Criteria| Governments | General: Global Not-For-Profit Education Providers, April 24, 2023

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

- General Criteria: Rating Government-Related Entities: Methodology And Assumptions, March
25,2015

- General Criteria: Principles Of Credit Ratings, Feb. 16, 2011
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Related Research

- Outlook For Global Not-For-Profit Higher Education Credit Quality Divergence Continues, Dec.
7,2023

- U.S. Not-For-Profit Public College And University Fiscal 2022 Medians And Ratios: Road To
Recovery Is Paved With Federal Funding; Hazards Remain, July 25, 2023

Ratings List

Ratings Affirmed

University of Western Ontario

Senior Unsecured AA
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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 aresult, 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 non-public 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.spglobal.com/ratings (free of charge),
and www.ratingsdirect.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.spglobal.com/usratingsfees.

STANDARD & POOR'’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.
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