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Research Update:

Regional Municipality of Peel Ratings Affirmed
At '"AAA' On Strong Economic And Financial
Position

Overview

e Peel has, in our view, a well-diversified and robust econony,
strong- but-declining cash and reserve bal ances, and | ow but-rising debt
| evel s.

« W are affirnmng our ' AAA'" |ong-termissuer credit and senior unsecured
debt ratings on the Regional Minicipality of Peel

« The stable outlook reflects our expectation that Peel's econony will
continue to rebound fromthe recession and that DC revenues will rise in
order to adequately support the increasing debt |oad.

Rating Action

On June 29, 2011, Standard & Poor's Ratings Services affirmed its ' AAA
| ong-termissuer credit and senior unsecured debt ratings on the Regiona
Muni ci pality of Peel. The outl ook is stable.

Rationale

The ratings on Peel, in the Province of Ontario (AA-/Stable/ A-1+), reflect
Standard & Poor's opinion of the region's well-diversified and robust econony
and strong cash and reserve bal ances, although we expect that these bal ances
are likely to decline in the near term The ratings also reflect currently | ow
debt | evels that we expect to rise substantially in the near-to-nediumterm
and operating performance that has weakened in recent fiscal years.

Peel , containing the lower tier nunicipalities of the City of Branpton

(AAA/ Stable/--), the Town of Cal edon (not rated), and the City of M ssissauga
(AAA/ Stable/--), is located on the western edge of the Greater Toronto Area
(GTA) and has a popul ation approaching 1.3 million. The region benefits from
extensive transportation |inks, including Canada's |argest airport, two
national rail lines, and a network of Canada's |argest highways that fully
integrate it with the large enploynent base of the GIA and allow its highly
export-oriented econony to access further nmarkets.

Despite this, Peel was not immune to the recent recession. Peel's econony was
hanper ed t hroughout 2008 and 2009, similar to other nunicipalities,
particularly those with | arge manufacturing bases. The unenpl oynent rate in
those years was 6. 7% and 10.8% respectively, the former of which was higher
than the provincial average. Signs of recovery were evident in 2010 with the
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unenpl oynment rate falling slightly to 9.9% The total value of building
permits rose alnost 53%in 2010, with significant growmh in residentia
permts, and continued to grow through the first quarter of 2011. 2010 was
subsequently the first year since 2002 that saw an increase in housing starts,
which rose 14% This in turn has led to a nbdest increase in construction

enpl oyment al though this has yet to return to pre-recession |evels.

Peel has mmintained excellent liquidity |levels although these have decli ned
over the past two years. At Dec. 31, 2010, total free cash and liquid assets
(Standard & Poor's adjusted) total ed 79% of operating expenditures during the
year, down from 115%in 2008. Although this ratio conpares favorably agai nst
that of many of Peel's similarly rated international and domestic peers, it
has fallen consistently since 2003. The regi on expects that devel opment charge
(DC) reserve balances will continue to decrease in the near termto fund the
front-loaded, growth capital plan but that they will recover in the medi um
term as devel opment continues to ranp back up

Peel's | ow debt | evels historically have significantly enhanced its credit
profile, although debt increased substantially in 2010 when the region issued
C$310 million in debt. This increased Peel's direct debt as a proportion of
operating revenues to 42%in 2010 from 24%in 2009. Peel has al so i ssued an
addi tional C$267 million so far in 2011 and about C$457 million of these

conbi ned debentures were issued to fund the capital programwhereas prior to
2010, all of the region's debt was associated with social housing and had been
declining since 2001. Interest costs were 1.7% of operating revenues in 2010
and we expect that they will remain nanageabl e at about 3.0% 4. 0% of operating
revenues over the next two years.

Outlook

The stable outlook reflects Standard & Poor's expectation that Peel's econony
will continue to rebound fromthe recession such that DC revenues will rise in
order to adequately support the increasing debt load. It also reflects the
expectation that Peel will maintain strong cash and |iquid investnent

bal ances, operating surpluses do not decline further, and that after-capita
deficits do not increase further than currently forecasted. Downward pressure
could be placed on the ratings if Peel issued nore debt than expected or
operating revenue growmh is slower than forecast. A significant decline in
liquidity levels could also result in a downgrade or a revision of the outl ook
to negati ve.

Related Criteria And Research

Met hodol ogy For Rating International Local And Regi onal CGovernnents, Sept. 20,
2010
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Ratings List
Peel (Regional Municipality of)

Rati ngs Affirned

| ssuer credit rating AAA/ St abl e/ - -
Seni or unsecured AAA

Conplete ratings information is available to subscribers of RatingsDirect on
the @ obal Credit Portal at www gl obal creditportal.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 umm.
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