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OVERVI EW

e The framework for the future relationship between the EU and the U K has
becone increasingly uncertain and may affect the operating environment
for transportation infrastructure assets with significant exposure to
EU-U K traffic.

e Hei ghtened short-termuncertainty around transport policies and the
potential for weaker macroecononic conditions under our different Brexit
scenarios--including Britain leaving the EU in March 2019 with no
deal --may weigh on U K. transportation infrastructure assets' operating
and financial performances.

 As aresult, we are revising the outl ooks to negative fromstable on the
rated debt related to three U K infrastructure assets: the two | argest
airports Heathrow and Gatwi ck, as well as the Eurotunnel. W are
affirming all issue credit ratings.

RATI NG ACTI ON OVERVI EW

On Dec. 19, 2018, S&P d obal Ratings revised the outl ook on the rated debt
related to U K -based transportation infrastructure issuers Gatw ck Fundi ng
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Ltd., Heathrow Funding Ltd., Channel Link Enterprises Finance PLC (the
Eurotunnel's project finance) as well as the outlook on the issuer credit
rating on Getlink PLC (the ultimate parent of Eurotunnel Holding SAS) to
negative fromstable. W affirmed all the ratings.

W affirned the "A-' rating on UK air traffic controller NATS (en Route)
pl c. The outl ook renains negative.

We affirmed our '"A-' rating on Irish airport DAA plc. The outl ook remains
positive.

RATI NG ACTI ON RATI ONALE

The negative outl ook revisions to the debt of certain U K -based
transportation infrastructure issuers reflects the hei ghtened operational and
financial risks resulting fromuncertainties surrounding the future

rel ati onship between the U K and EU. Infrastructure assets are particularly
sensitive to potential Brexit-related macroecononic disruptions because
passenger traffic and the propensity to travel and trade, in aviation and
rail, is closely linked to disposable inconmes, currency fluctuations and
econoni ¢ grow h. Under our no deal Brexit scenario (see "Countdown to Brexit:
No Deal Moving into Sight, Cct 30, 2018") we forecast the UK to enter into a
noderate recession with a cunulative |oss of about 5.5% GDP over our baseline
forecast over 2020-2021. W expect that sterling could depreciate by as much
as 15% Negative pressure could build on financial perfornmance and,
consequently, rating headroom In our view, the operating environnment for
infrastructure assets, notably those with significant exposure to U K -EU
traffic is equally |l ess predictable due to uncertainties around transport
policies and the possible disruption to traffic if the U K |eaves the EU

wi thout a deal on March 29, 2019.

We continue to see extended disruption in traffic as unrealistic given the
conti ngency plans by the European Commi ssion and the conmitnent of the UK to
keep traffic flow ng, however we note that no agreenment has been signed to

dat e.

Wiile traffic disruption and the macroecononic factors related to a no-dea
Brexit scenario are not currently part of our base case, we have anal yzed
several stress cases for transportation infrastructure assets with significant
U K. -EU bound traffic. The outcones show that our base-case forecasts for
certain assets are now nore at risk due to limted financial headroom within
the context of a likely weaker business environment; together with potentia
operating exposure to a disruptive Brexit (see "Countdown To Brexit: G ow ng
Uncertainty Means Higher Operating Ri sk For Transportation Infrastructure,"”
published today on RatingsDirect). W note that conpanies are nitigating

agai nst any potential operational inpact of a disruptive Brexit; they are
proactively managi ng near-term debt nmaturities and fundi ng needs, thereby
reduci ng refinancing risks. OQther nitigating actions include voluntary

di vi dend reductions, cost-contai nnent prograns, or postponing non-comitted
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capital expenditure (capex). |If successful, these measures coul d support
ratings if sufficiently nmitigating the potentially increasingly difficult
i ndustry and econom ¢ envi ronment.

Al RPORTS
GATW CK FUNDI NG LI M TED

The rating affirmati on on the Cass A debt reflects our base-case forecast
that the issuer of Gatwick Airport, Gatwick Funding Limted (G-L), wll

achi eve S&P d obal Ratings-adjusted wei ght ed-average funds from operations
(FFO to debt above 10%in 2018-2020, even when factoring in a slowdown in
passenger growh to an annual 1% 2% Aeronautical tariffs will growin |line
with the retail price index (RPI) plus 2% W also recognize Gatwick's
financial |leeway with conparatively noderate | everage (debt to RAB of 58% at
Sept. 30, 2018) and continued positive free cashfl ow supported by nodest
forecast capex of £240 million-£250 mllion annually in FY2018-FY2020
(financial year ending March 31). Although we understand nanagenent intends to
pay dividends corresponding to naintaining financial |everage of up to 65% net
debt to transfer RAB, we believe there is significant flexibility to | ower

di vidends to maintain financial headroomif earnings are weaker than expected.
Furthernore, Gatwick is likely to benefit fromits strong conpetitive position
and strong managenent team which has previously delivered on operational and
cost efficiencies.

QUTLOCK

The negative outl ook revision on the dass A debt reflects the increased
uncertainty on future traffic, notably in a no deal Brexit scenario if

conbi ned with nore adverse and prol onged econonmi ¢ conditions. This is
particularly relevant for Gatw ck given its high exposure to EU bound traffic
(63% of total outgoing traffic in 2017). Traffic disruption equally could
wei gh on netrics. W continue to see extended disruption in traffic as
unl i kely given the European Conmm ssion's contingency plans and the U K
government's conmtment to keep traffic flow ng.

We recogni ze the degree of financial headroom Gatwi ck enjoys, and we forecast
that GFL's wei ghted-average FFO to debt in FY2019- FY2021 may drop to just

bel ow 10% depending on the stress case and without fully considering the
effects of potential nmitigating actions such as a nore noderate dividend
policy or any other action.

W expect that any change in the sharehol ding of Gatwi ck Airport group wll
not negatively affect the current sharehol ders' financial policy of targeting
a net debt-to-RAB ratio of up to 65% by mai ntaining a bal ance between

i nvestment to support traffic growth, new funding, and divi dends.

DOMNSI DE SCENARI O
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We could |l ower our rating on the Class A debt if Gatwick Airport's

wei ght ed- average FFO to debt falls below 10% and the actual Brexit scenario
and its inpact on future traffic, the operating environnment, and

macro- economi ¢ conditions is nmore severe than we anticipate. This coul d happen
i f passenger volumes do not reach expected levels, for exanple due to traffic
di sruption or growth slowdown resulting fromBrexit. W will factor into our
anal ysi s any actions that nanagenment coul d take, such as redeploying aircraft
on other routes, reducing operating costs, delaying non-committed capex, and
reduci ng divi dends.

We currently see a wei ghted-average FFO to debt of at |east 8% as conmensurate
wi th a one-notch downgrade.

UPSI DE SCENARI O

We woul d revise the outlook to stable if the operating as well as the U K
macr o- envi ronnent becomes nore predictable such that we see traffic as
sufficiently resilient and operating perfornmance supports our forecast that
GFL wi Il | generate wei ghted-average FFO to debt sustainably above 10%in
FY2019- FY2021. W woul d al so factor in Gatwick Airport's sharehol der
intentions regarding | everage in case of a change of ownership

HEATHROW Al RPORT

Qur rating affirmation on the debt issued by Heat hrow Funding Ltd. (HFL) and
secured on the assets of Heathrow (SP) Ltd. reflects our base case that

wei ght ed- average FFO to debt for the rest of the current regulatory period
until 2020 is likely to stay above 6% for total class A and class B debt and
above 8% for the class A debt. Qur base-case scenario is underpinned by flat
traffic growh, reflecting Heathrow s capacity constraints, aeronautica
tariffs growing at RPlI -1.5% over the remaining Q6 regulatory period and
annual capex of £800 mllion-£900 mllion in FY2018- FY2020.

Heathrow is likely to benefit fromits excellent conpetitive position
supporting the resilience of its traffic volunes, as well as a strong
management team focused on increasing retail revenue and delivering cost
efficiencies.

QUTLOOK

The outl ook revision on the Class A and the Cass B debt issued by Heathrow
Funding Ltd. reflects the increased uncertainty about future traffic
performance, notably in a no-deal Brexit scenario if conbined with

nor e- adver se and prol onged economic conditions. This is relevant for Heathrow
Airport because of its noderate exposure to EU-bound traffic (36% of tota
outgoing traffic in 2017).

Traffic disruption equally could weigh on netrics. W continue to see extended
disruption in traffic as unlikely given the European Conmi ssion's contingency
plans and the U K governnment's conmtnment to keep traffic flow ng.
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W recogni ze a degree of financial headroom that Heathrow enjoys, and we
forecast that HFL's wei ght ed-average FFO to debt may drop to about 7% for the
Class A debt depending on the stress case. Potential mitigating actions such
as a nmore noderate dividend policy or drawi ng of class B debt already
available in the group could offset the inpact, if sufficient and tinely

i mpl ement ed.

DOMNSI DE SCENARI O

We could I ower the ratings on the Cass A and the Class B debt by one notch if
wei ght ed- average adjusted FFO to debt deteriorated to below 8% for the class A
debt or below 6% for the class B debt. W could also |lower the ratings if
group | everage increases fromcurrent levels of less than 70%in ternms of debt
to RCV for the class A debt or less than 80% debt to RCV for the class B debt.
This will reduce financial covenant headroom which sets the naxi mum | everage
triggers at 72.5% debt to RAB for class A and 82.0%for class B at HFL. W
will factor into our analysis any actions that nanagenment coul d take such as
reduci ng | everage at the HFL | evel, reducing operating costs, delaying
non-conmi tted capex, and reducing dividends.

UPSI DE SCENARI O

W& woul d revise the outlook to stable if the operating as well as the UK
macro envi ronnent beconmes nore predictable such that traffic and operating
performance support our forecasts that wei ghted-average FFO to debt for the
rest of the current regulatory period until 2020 is likely to stay above 6%
for total class A and class B debt and above 8% for the class A debt.

RAI L

CHANNEL LI NK

The rating affirmation on the debt issued by Channel Link Enterprise Finance
PLC (CLEF) reflects our expectation that the Fixed Link project (the Channe
Tunnel crossing) will continue to deliver resilient operational performance
wi th senior annual debt service coverage ratios (ADSCRs) under our base case
of at least 1.40x and average ADSCRs of at |least 1.9x through the life of the
debt. Qur ratings continue to be supported by the Channel Tunnel's strong
conpetitive position, underpinned by an excl usive concession to operate the
only fixed transportation |ink between the U K and France. Furthernore, the
managenment teamis strong, and has previously dealt with disruptions such as
fire and nore recently the nmigrant crisis.

QUTLOK
The negative outl ook on the 'BBB+ issue rating and on the SPUR reflect the
risk of CLEF's ADSCRs dropping below 1.40x due to traffic and shuttle services

di sruption over the Channel Tunnel or due to nore adverse economni c conditions
related to Brexit uncertainties.
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The stable outlook on the ' AA" rated class G3 and G5 notes reflects that on
ACGE, and will nmove in line with the long-termrating on the insurer.

DOMNSI DE SCENARI O

We coul d lower the issue rating and SPUR on the notes by one or nore notches
if we assess that the project's operational risk has increased, for exanple
due to a substantial decrease in traffic patterns or shuttle services, |eading
to a weaker conpetitive position. A downgrade could also occur in the case of
a no deal Brexit |eading to najor operational disruption. W could also | ower
our ratings if the project's financial profile deteriorated, for exanple as a
result of operational underperformance, or if post-Brexit disruption leads to
reduced denmand for international train services, or currency volatility,
causing the m ninmum ADSCR to fall bel ow 1.4x and a weakened cash fl ow
resilience to our downside stress scenari os.

UPSI DE SCENARI O

We woul d revise the outlook to stable if the operating as well as the UK
macro envi ronment becones nore predictable such that traffic and operating
performance support our current view of operating risk and our forecasts of
seni or ADSCRs under our base case of at |east 1.40x and average ADSCRs of
around 1.9x through the life of the debt.

GETLI NK

The rating affirmation reflects our base case that the hol di ng company of the

Channel Tunnel concession, Cetlink, will maintain S& 4 obal Ratings-adjusted
FFO to debt of 7% 9% in 2018-2020. W anticipate that the Channel Tunnel's
operating conpany will pay a steady and gradual ly increasing dividend of at

| east €120 million in fiscal 2019. Furthernore, we anticipate that ElecLink
will construct its 1 gigawatt (GAN power interconnector wthin budget and on
time. This is to be conm ssioned in Decenber 2019 and will generate at | east
€80 m|lion-€100 mllion of revenues in the first few years after
conmi ssi oni ng based on an 85%utilization rate.

QUTLOCK

The negative outl ook revision reflects our expectation that Getlink's adjusted
wei ght ed- average FFO to debt in FY2019- FY2021 rmay drop below 7% as it derives
all of its revenues fromtraffic over the Channel Tunnel |ink between the U K
and the EU. Traffic disruption or nore adverse econonic conditions related to
Brexit could see S&P G obal Ratings-adjusted FFO to debt fall to 5% 7%
dependi ng on the stress case. Dividend distributions fromthe concession ni ght
drop to nil fromthe expected €190 mllion in 2019 and the hol di ng conpany
will need to rely fully onits fully funded debt service reserve account

(DSRA) which covers 12 nonths of interest service (about €20 million).
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DOWNSI DE SCENARI O

We could lower the rating if wei ghted-average adjusted FFO to debt were to
deteriorate to below 6% for exanple due to traffic disruption or a

Brexit-rel ated econom ¢ sl owdown. Furthernore, if the concession business
trends closer to the dividend lock-up ratios, it could indicate the higher

i kelihood of a dividend interruption for Cetlink, although the dedicated debt
service reserve available to Getlink notehol ders somewhat mtigates this risk.

W& woul d al so consider a negative rating action if, for instance, ElecLink
experi ences construction delays or cost overruns resulting in
weaker -t han- expect ed cash fl ow generation

UPSI DE SCENARI O

We woul d revise the outlook to stable if the operating as well as the U K
macr o- envi ronnent becomes nore predictable such that traffic and operating
performance support our forecasts that Getlink's wei ghted-average FFO to debt
in FY2019- FY2021 will stay above 7% and the hol ding conpany will receive a

st eady di vidend fromthe concession asset.

We also affirned the followi ng ratings with unchanged out!l ooks:
NATS

The rating affirmati on on NATS (En Route) plc (NERL), the sole air traffic
controller in U K airspace and the eastern part of the North Atlantic,

refl ects our expectation the conpany will operate with significant financial
headr oom conmpared to our guideline of S& @G obal Ratings-adjusted FFO to debt
above 18% Brexit effects are |limted because arrivals and departures fromthe
EU are estinmated to represent about 27% of NERL'sS revenue. Qur base-case
operating scenario for NERL includes a mld decline in revenues and EBI TDA for
t he next few years, because further price reductions should be applied up to
the end of RP2 (2015-2019).

QUTLOOK

The outl ook renmai ns negative, reflecting our view that we could | ower the
rating if we lowered the rating on the U K by nore than one notch. It also
reflects the potential effects of Brexit on the country's econom c performance
and air traffic levels, as well as the regulatory regi ne on the conpany's
operations. It is currently within the framework of the European Conmi ssion's
Si ngl e European Sky.

The stable outlook on the long-termissue rating on NERL's €600 million senior
secured bonds guaranteed by Assured Guaranty (London) plc (AG London
AA/ Stable) reflects that on AG London

DOWNSI DE SCENARI O
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We could lower the ratings if financial performance deteriorates, notably if
FFO to debt falls below 18% This might occur if NERL generated | ower cash
flows than we expect, or raised nore debt to undertake |arger investments or
acqui sitions than we assune in our base case. All else being equal, we could
also lower the ratings if we revised our opinion on NERL's inportance to the
U K. government and the likelihood that it would provide extraordinary support
to NERL, if needed.

UPSI DE SCENARI O

We could revise the outlook to stable if the inmpact of Brexit on traffic
levels is not disruptive, and our rating on the U K remins at |east 'AA-"'.
The expected reduction in prices that NERL will be able to charge in RP3 is
al ready incorporated into the current rating.

DAA PLC

The rating affirmation reflects our expectation that DAA will maintain its
noderate | everage, with average S&P d obal Ratings-adjusted FFO to debt of
45% 50% on average over 2018-2019, declining to about 30%thereafter. The
ratios could weaken if DAA has raised debt to finance the construction of the
North Runway and ot her capital investnments after FY2020. Wile still under
negoti ati on, aeronautical tariffs could be somewhat |ower in the next

regul atory period (2020-2024) because DAA' s total revenues in the current
regul atory period (2015-2019) benefited froma strong passenger traffic

i ncrease coupled with a material increase in donestic retail revenues.

QUTLOOK

The positive outlook on Irish airport operator DAA reflects our viewthat, al
el se being equal, we could raise the ratings on DAA by one notch if the
conpany mai ntai ns S&P d obal Ratings-adjusted FFO to debt above 30% on a
sustai nabl e basis, while conpleting significant investnments, and nmanagi ng
uncertainties regardi ng aeronautical charges in the next price control period.
VWi | e DAA generates nore than 30%of its traffic fromthe UK , we anticipate
that its S& d obal Ratings-adjusted wei ghted-average FFO to debt in FY2019
wWill remain within 40% 45%in case of traffic disruption and nore adverse

macr oeconomni ¢ conditions related to Brexit.

Taking into consideration the new regulatory period starting in 2020, DAA has
initiated negotiations with the regulator, and we expect the latter will issue
a prelimnary draft in April 2019, with the final regul ations expected in

Sept enber 2019.

DOMNSI DE SCENARI O
We coul d revise the outl ook back to stable if the conpany's credit metrics are
| ess than we currently forecast, notably if wei ghted-average FFO to debt is

not sustai ned above 30% W think this could occur if the conpany increased
its investnents, or if significant tariff cuts depressed its earnings and were
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not conpensated by an increase in passenger nunbers. |In our view, passenger
nunbers coul d al so be affected by Brexit, for exanple due to unfavorable
changes to the liberalized air service agreenments or econom ¢ regulation in
t he Conmon Travel Area, or if the macroecononic environment becones |ess
favorabl e, threatening tourismgrowh in Irel and.
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To From

Getlink

| ssuer Credit Rating BB/ Negati ve/ - - BB/ St abl e/ - -

Seni or Secured

Local Currency BB
Recovery Rati ng 3(65%

Channel Link Enterprises Finance PLC

Seni or Secured BBB+/ Negat i ve BBB+/ St abl e

SPUR BBB+/ Negati ve BBB+/ St abl e
Heat hr ow Fundi ng Ltd.

Seni or Secured A-/ Negative A-/ St abl e

Seni or Secured BBB/ Negati ve BBB/ St abl e
Gat wi ck Fundi ng Ltd.

Seni or Secured BBB+/ Negati ve BBB+/ St abl e
Rati ngs Affirned
Channel Link Enterprises Finance PLC

Seni or Secured AA/ St abl e
DAA PLC

| ssuer Credit Rating A-/ Positivel A-2

Seni or Unsecured A-
DAA Fi nance PLC

Seni or Unsecured A-

NATS (En Route) PLC
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| ssuer Credit Rating A+/ Negative/ - -
Seni or Secured A+
Seni or Secured AA/ St abl e

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neanings ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. standardandpoors. com for further

i nformati on. Conplete ratings information is available to subscribers of

Rati ngsDirect at www. capitalig.com Al ratings affected by this rating action
can be found on S&P d obal Ratings' public website at

www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the followi ng S& d obal Ratings nunbers:
Client Support Europe (44) 20-7176-7176; London Press Ofice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow 7 (495) 783-4009.
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