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OVERVI EW

« W have anal yzed BAA Fundi ng's transaction performance and business risk
profile.

 Follow ng our review, we have affirned all of the 'A- (sf)' ratings on
the class A notes, and the 'BBB (sf)' rating on the class B notes issued
under BAA Funding's £50 billion program

e This is a corporate securitization transaction that provides
first-ranking security over the securitized assets, which include
Heat hrow and Stansted airports and the Heathrow Express rail I|ink.

LONDON ( St andard & Poor's) June 14, 2011--Standard & Poor's Ratings Services
today affirned its credit ratings on all classes of notes under BAA Fundi ng
Ltd.'s £50 billion multicurrency program (see |list below). The outl ook renains
st abl e.

The BAA Fundi ng programis designed to consolidate debt for BAA s core
portfolio under a single program of debt issuance.

We have taken our rating actions in |light of BAA' s 2010 performance, which was
inline with our expectations. This included adjusted revenue growi ng by 4.9%
to £2.1 billion, and Standard & Poor's-adjusted EBI TDA growi ng to about £1
billion. The BAA group also inproved its Standard & Poor's-adjusted EBI TDA
margin to 48.0% from 45. 3%

In our view, BAA Funding's business risk profile remains "excellent",
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refl ecting the robust performance, a supportive regulatory regine, its strong
conpetitive position, and its inmportance to the U K econony.

The business risk profile is supported by the fact that, in our view, BAA has
shown robust traffic performance through the recent tough econom c conditions
and operational disturbances |ast year, including airport closures due to

vol cani ¢ ash and British Airways strikes.

The Civil Aviation Authority (CAA) announced in early 2011 that it will extend
the current regulatory period by one year. In our view, the conditions of
extending the current regulatory period to March 2014 are supportive for BAA,
including the allowed increase in passenger tariffs remaining at the Retai
Price Index (RPI) plus 7.5% and the nmaxi num capital expenditure anount of
£735 mllion

The extension of the regulatory period followed a delay in the parlianentary
process of approving new, nore |icense-based regul ation. This new regul ation
will give the CAA nore flexibility in its regulatory decisions under a nore
passenger - focused franmework. We currently expect the new |icense-based

regul ation to continue to support BAA' s existing business risk profile,

al though we will nonitor the situation as nore information conmes clear
Negative regul atory decisions could include, for exanple, tough efficiency or
capital expenditure targets.

In March 2011, follow ng an unsuccessful appeal by BAA, the U K. Conpetition
Conmi ssion (CC) provisionally confirmed its decision to force BAA to sel
Stansted Airport on conpetition grounds. The matter is currently subject to a
final consultation by the CC. As indicated in our transaction update for BAA
Fundi ng dated March 10, 2010, we do not expect the sale of Stansted Airport to
negatively affect BAA Funding's business risk profile. W will, however,
continue to nonitor devel opnents, especially on how the sale could affect the
group's conpetitive position and its treatnment by regul ators.

QUTLOOK

The stable outl ook reflects our view that BAA will performrobustly over the
next two years in terns of passenger nunbers, regul atory performance, and
profitability. Based on our know edge today, we believe that the |icense-based
regulation is unlikely to negatively affect the business risk profile.

We coul d take negative rating action if the conpany faced an operational shock
that led to a significant reduction in passenger volunes, or if it faced
material regulatory penalties due to a failure to nmeet regulatory targets. W
could also revise the business risk score, which could | ead to negative rating
action, if the new |license-based regime were | ess supportive, or if the sale
of Stansted Airport leads to a significant increase in conpetition for prem um
passengers, or |eads the CAA to take a harsher view on BAA

At this stage, we believe there is linmted scope for higher ratings on BAA
Fundi ng's notes, as the financial covenants set in the bond program all ow BAA
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Fundi ng to operate at high |everage.

The programis designed to consolidate debt for BAA's core portfolio under a
singl e program of debt issuance. Further issuance of debt, including bank debt
and rated notes, is permtted. This transaction was one of the first to

conbi ne bank debt and capital market issuance.

Under the program BAA Fundi ng nay issue:

» Total senior debt (class A notes plus any senior debt issued by the
borrower group, ranking pari passu with the class A notes), up to a
debt-to-regul atory asset base (RAB) of 70.0% before April 1, 2018, and
72. 5% thereafter; and

« Total debt (Senior debt and class B notes plus any junior debt issued by
t he borrower group, ranking pari passu with the class B notes), up to an
aggregat e debt-to- RAB of 85%

RELATED CRI TERI A AND RESEARCH

* Industry Report Card: Profitability Among European Airport Operators
I mproves I n 2011, But Not All Are Benefiting From Ri sing Demand, My 19,
2011

 Rating Assigned To BAA Funding's Corporate Securitization C ass Bl Notes,
Sept. 10, 2010

 Transaction Update: BAA Funding Ltd., March 10, 2010

e BAA Funding Ltd. Debt Issues Assigned Negative Qutlook On Dept. for
Transport Consultation Paper; All Ratings Affirmed, March 12, 2009

* 2008 Corporate Criteria: Analytical Methodol ogy, April 15, 2008

 Met hodol ogy For Rating And Surveilling European Corporate Securitizations,
Jan. 23, 2008

e Overview O Legal And Analytical Challenges In Rating U. K Corporate
Securitizations, Jan. 18, 2007

RATI NGS LI ST
d ass Rat i ng

BAA Fundi ng Ltd.
€3 Billion, £5.011 Billion Milticurrency Fixed-Rate Asset-Backed Notes

Ratings Affirmed

A1 A- (sf)/ Stable
A-2 A- (sf)/ Stable
A-3 A- (sf)/ Stable
A-4 A- (sf)/ Stable
A-5 A- (sf)/ Stable
A-6 A- (sf)/ Stable
A-7 A- (sf)/Stable
A-8 A- (sf)/ Stable
A-9 A- (sf)/ Stable
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A-10 A- (sf)/ Stable
A-11 A- (sf)/ Stable
A-12 A- (sf)/ Stable
A-13 A- (sf)/ Stable
Bl BBB (sf)/ Stable

Additional Contacts:
Structured Finance Europe; StructuredFinanceEurope@standardandpoors.com
Industrial Ratings Europe; CorporateFinanceEurope@standardandpoors.com
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