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OVERVIEW

• We have assigned a 'A- (sf)' rating to BAA Funding's class A12 notes.
• BAA Funding will use the proceeds to refinance part of its existing bank
debt.

• This is a corporate securitization transaction that provides
first-ranking security over the securitized assets including Heathrow and
Stansted airports and the Heathrow Express rail link.

LONDON (Standard & Poor's) Oct. 12, 2010--Standard & Poor's Ratings Services
today assigned its 'A- (sf)' credit rating to BAA Funding Ltd.'s class A12
€500 million note issuance under its £50 billion multicurrency program. The
outlook on the class A12 notes is stable (see list below).

The fixed annual interest coupon is 4.125% and the legal final maturity is
Oct. 12, 2018. Additionally, in accordance with the hedging policy, BAA
Funding entered into a cross-currency swap, effectively exchanging fixed-rate
euro exposure to that of floating-rate sterling.

The program is designed to consolidate debt for BAA's core portfolio under a
single program of debt issuance. Further issuance of debt, including bank debt
and rated notes, is permitted. This transaction is one of the first to combine
bank debt and capital market issuance.

Under the program, the issuer may issue:
• Total senior debt (class A bonds plus any senior debt issued by the
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borrower group, ranking pari passu with the class A notes), up to a
debt-to-regulatory asset base (RAB) ratio of 70.0% before April 1, 2018,
and 72.5% thereafter; and

• Junior debt (class B notes plus any junior debt issued by the borrower
group, ranking pari passu with the class B notes) together will all
senior debt, up to an aggregate debt-to-RAB ratio of 85%.

The issuer will use the proceeds from the issuance to prepay part of the
existing bank refinancing facility. As such, we do not expect overall leverage
to change; however, it is our understanding that the class A leverage will
increase as the proceeds from issuance will be used primarily to repay tranche
B of the refinancing facility. In our view, as this issuance serves to
lengthen the maturity profile, this will favorably affect refinance risk in
the short term.

Our view of BAA Funding's business profile remains "excellent", reflecting the
supportive regulatory regime and strong competitive position of Heathrow among
its European peers and its importance to the U.K.

BAA's performance in the first half of 2010 has been robust, in our view,
despite passenger numbers being down by 4.5% due to the volcanic eruption in
Iceland, and a strike by cabin crew of British Airways PLC (BB-/Negative/--).
Revenues were up 2.2% and EBITDA was flat in the period compared with 2009, as
BAA managed to offset the lower passenger numbers with better retail sales and
increased tariffs.

The transaction provides first-ranking security over the two designated
airports (Heathrow and Stansted) and the Heathrow Express rail link. This
issuance is in accordance with BAA's previously stated intention to refinance
part of its existing bank debt with capital markets issuance. This serves to
lengthen the group's debt maturity profile. Principal and interest for the
financing group's obligations will be serviced through various revenue
sources, but primarily through passenger charges.
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BAA Funding Ltd.
€3 Billion, £4.131 Billion Multicurrency Fixed-Rate Asset-Backed Notes

Class Rating Outlook Amount
(mil. €)

A12 A- (sf) Stable 500
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S&P may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right
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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 a result,
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.

Credit-related analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold, or sell any securities or to make any investment decisions. S&P assumes no obligation to update the Content following publication in any
form or format. The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or
clients when making investment and other business decisions. S&P's opinions and analyses do not address the suitability of any security. S&P does not act as a fiduciary or
an investment advisor. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or
independent verification of any information it receives.

No content (including ratings, credit-related analyses and data, model, software or other application or output therefrom) or any part thereof (Content) may be modified,
reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of S&P. The Content
shall not be used for any unlawful or unauthorized purposes. S&P, its affiliates, and any third-party providers, as well as their directors, officers, shareholders, employees or
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or
omissions, regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is
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MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
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party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without
limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the possibility of such damages.
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