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Research Update:

High Speed Rail Finance 1 PLC 'A' Issue Ratings
On CreditWatch Negative Following Announced
Debt Issuance
Overview
• U.K.-based High Speed 1 Ltd. (HS1) has today announced its intention to
issue up to £314 million of incremental senior secured debt. The new debt
will be issued by High Speed Rail Finance PLC (HSRF) and will rank pari
passu with all existing senior secured debt at HSRF and its sister
companies High Speed Rail Finance 1 PLC (HSRF1) and HS1.
• The issuance will weaken the project's credit profile, leading to weaker
annual debt service coverage ratios and a more back-ended debt repayment
profile. In our opinion, this exposes the inflation-linked revenue
project to poor performance during periods of sustained low inflation and
will lead us to make a one-notch negative rating adjustment.
• We are therefore putting the 'A' issue credit ratings on the debt at
HSRF1 on CreditWatch negative.
• We will lower the ratings by one notch to 'A-' following successful
completion of the debt issuance, assuming that the terms are in line with
our expectations.

Rating Action
On Sept. 26, 2016, S&P Global Ratings placed on CreditWatch with negative
implications its 'A' long-term issue ratings on the senior secured debt issued
by U.K.-based special-purpose entity High Speed Rail Finance 1 PLC (HSRF1).
The debt comprises £246.5 million 1.566% index-linked senior secured bonds and
£610.0 million 4.375% fixed-rate senior secured bonds, both due November 2038.

Rationale
The rating action reflects our view that the successful issuance of up to £314
million senior secured debt at High Speed Rail Finance PLC (HSRF), comprising
up to £184 million amortizing fixed rate notes and up to £130 million bullet
repayment fixed rate notes, will weaken the project's financial profile due to
the increase in total debt. HSRF is a sister company of HSRF1 and the new
senior debt will rank pari passu with all existing senior secured debt at
HSRF, HSRF1, and High Speed 1 Ltd. (HS1). We have assigned a preliminary 'A-'
long-term issue rating to the new issuance (see "High Speed Rail Finance PLC
Proposed Issuance Assigned Preliminary 'A-' Rating; Outlook Stable," published
today on RatingsDirect).
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We anticipate that the pricing of the new debt will take place in mid-October,
ahead of drawdown in mid-December. If the issuance is successful and the terms
are in line with our base-case assumptions, it will represent an 18% increase
of total senior secured debt at HS1, HSRF, and HSRF1. This will lead to a
weakening of the project's credit profile.
Under our base-case analysis, we project the minimum annual debt service
coverage ratio (ADSCR) to fall to 1.44x from 1.46x and the average ADSCR to
fall to 1.65x from 1.79x. Although the decline in the minimum ADSCR is limited
under our base-case assumptions, the increased debt amount does reduce the
average coverage ratio. In addition, the revised amortization of the debt is
relatively back-ended for a project reliant on growth assumptions. The new
debt issuance has shortened the concession tail to one year from two years,
and includes a bullet repayment of up to £130 million in December 2039.
Consequently, the financial performance of the project, which has an
inflation-linked revenue stream, deteriorates under long-term, sustained low
inflation rates. We reflect this weakness by assigning a one-notch negative
debt structure adjustment to the preliminary operations phase stand-alone
credit profile (SACP).
For more details on the post-issuance structure, see "High Speed Rail Finance
PLC," published today on RatingsDirect.

CreditWatch
The CreditWatch placement
ratings on HSRF1's senior
of the new senior debt at
assumptions. We expect to
issuance takes place.

reflects our expectation that we will lower the
debt by one notch to 'A-' from 'A' on the issuance
HSRF, if terms are in line with our base-case
resolve the CreditWatch by mid-December, when the

Ratings Score Snapshot
Operations Phase SACP (Senior Debt)
•
•
•
•
•
•
•

Operations phase business assessment: 4 (1=best to 12=worst)
Preliminary operations phase SACP: aDownside analysis: aa (+1 notch)
Debt structure: Neutral (no impact)
Liquidity: Neutral (no impact)
Comparable ratings analysis: Neutral (no impact)
Operations phase SACP: a

Modifiers (Senior Debt)
• Parent linkage: Delinked (no impact)
• Structural protection: Neutral (no impact)
• Senior debt issue rating: A
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Related Criteria And Research
Related Criteria
• Key Credit Factors For Road, Bridge, And Tunnel Project Financings, Sept.
16, 2014
• Project Finance Operations Methodology, Sept. 16, 2014
• Project Finance Transaction Structure Methodology, Sept. 16, 2014
• Project Finance Framework Methodology, Sept. 16, 2014
• Country Risk Assessment Methodology And Assumptions, Nov. 19, 2013
• Counterparty Risk Framework Methodology And Assumptions, June 25, 2013
• Project Finance Construction And Operations Counterparty Methodology,
Dec. 20, 2011

Related Research
• Presale: High Speed Rail Finance PLC, Sept. 26, 2016

Ratings List
Ratings Affirmed; CreditWatch Action
To
High Speed Rail Finance 1 PLC
Senior Secured
A/Watch Neg

From
A/Stable

Additional Contact:
Infrastructure Finance Ratings Europe; InfrastructureEurope@spglobal.com

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific meanings ascribed
to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further
information. Complete ratings information is available to subscribers of
RatingsDirect at www.globalcreditportal.com and at www.spcapitaliq.com. All
ratings affected by this rating action can be found on the S&P Global Ratings'
public website at www.standardandpoors.com. Use the Ratings search box located
in the left column.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT

SEPTEMBER 26, 2016 4
1722626 | 300013583

Copyright © 2016 by S&P Global Market Intelligence, a division of S&P Global Inc. All rights reserved.
No content (including ratings, credit-related analyses and data, valuations, 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 Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be
used for any unlawful or unauthorized purposes. S&P 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 (negligent or otherwise), 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 provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR
A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no
event shall S&P Parties be liable to any 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 or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.
Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and
not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase,
hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. 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 does
not act as a fiduciary or an investment advisor except where registered as such. 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.
To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain
regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P
Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any
damage alleged to have been suffered on account thereof.
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 nonpublic 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.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription) and www.spcapitaliq.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.standardandpoors.com/usratingsfees.
STANDARD & POOR'S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor's Financial Services LLC.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT

SEPTEMBER 26, 2016 5
1722626 | 300013583

