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GREEN
EVALUATION

In August 2015, Argo Infrastructure
Partners placed US$120 million of privateplacement debt to fund a portion of the
acquisition of the Cross-Sound Cable
project. This undersea cable project
transmits power from renewable rich New
England into Long Island, New York, New
York, which has historically faced both gas
and electric transmission constraints. The
issuance, due in 2032, has a weighted
average maturity of about 10 years and
was issued at a coupon of 3.79%.
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Project Description

Rationale

Cross Sound Cable is likely to be a critical infrastructure
asset during the coming decades. The State of New York has
made renewable development a primary policy goal under its
Clean Energy Standard, and is implementing policies that are
flexible enough to incorporate transmitted green energy to
attain carbon reduction goals. This has special value on Long
Island, which has faced some supply constraints. In addition
its installed generation base remains primarily inefficient
with an average weighted life of over 30 years. The cable
originates in New England, which has an abundance of
renewable power due to its vast hydrologic and wind
resources, as well as its own regional carbon reduction
policies that date back more than a decade. The cable is
bi-directional, and, in addition to transferring renewable
energy, helps promote grid stability. The 24-mile cable
transmits about 330 MW of power, and is contracted with the
Long Island Power Authority (LIPA) through 2032 (also the
maturity of the debt in question). It earns a fixed price for
more than 95% of its capacity.

Summary

Scoring Summary
This transaction received the strongest Green Evaluation
score – E1 on our scale of E1 (highest) to E4 (lowest). This
reflects strong scores in Transparency and Governance, as
well as substantial carbon savings resulting from the
displacement of fossil fuel based generation with renewable
power. The financing also achieves a strong overall
Environmental Impact score due to the entirety of the bond’s
proceeds being allocated to a qualifying green project (and
not to general corporate purposes).

• All funds raised were allocated to the acquisition of the
transmission cable project, which we view as a renewable
project. There are contractual protections in place to
promote proper use of funds based on the project ﬁnance
structure.
• The cable transmits renewable energy from New England to
displace largely carbon-based electric generation in
renewable resource constrained Long Island, resulting in a
strong Mitigation score of 91.
• Transparency and Governance scores are supported by a
robust project structure that governs the use of cash in the
deal, as well as higher level commitments to reporting on
carbon reduction efforts.

Key Strengths and Weaknesses
The proceeds of the project (about $120 million) were
allocated exclusively pursuant to the purchase of the
Cross-Sound Cable (save for minor allocations for working
capital and expenses). While not specifically labelled as a
green bond, we believe that the project has substantial green
attributes because of its ability to transmit green energy into
Long Island that would otherwise be absent, in pursuit of
New York’s ambitious decarbonization standards. As a
result, we consider it to be a Green Energy project, one with
capacity factor characteristics modeled off New England’s
comparatively green grid. Consequently, we included
attributes of hydroelectric and wind power to mimic the
relatively progressive generating framework of New England
(which incentivizes clean power production), with capacity
factors to approximately match those we’d expect to see for
such assets in New England. Because the considerable
decarbonization is being achieved through the use of
renewable assets, which are at the top of our carbon
hierarchy, the financing’s net benefit ranking of 64 is
adjusted to yield an overall environmental impact score of 91.
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The Net Benefit Ranking reflects substantial carbon, waste,
and water savings based on the effective placement of green
technologies (assumed to be wind and hydro) onto a grid that
historically has had more focus on fossil fuel generation due
to its constrained location and high new asset permitting
costs and lead times. Argo's market consultant ESAI’s
analysis of the project indicates that carbon savings as a
consequence of this project are substantial and on par with
about 600 MW of wind capacity (approximately 10 million
tons in Long Island during the life of the asset, by the
consultant’s calculations). While we perform our own
independent analysis of environmental impact, the ESAI
report also evidences the issuer’s strong commitment to
carbon mitigation. Compared with labelled green bonds, S&P
Global’s Green Evaluation is applied retroactively, so the
transparency and governance scores are is based on current
attributes. For example, the project documents do not
demonstrate criteria for selecting this asset, and no specific
process for tabulating cumulative carbon reduction is
available to investors (nor is it required by the documents).
There also is no time frame provided over which carbon gains
must be made public; however, the issuer has committed to
reporting the results. Despite this, the financing scores well
for allocation of proceeds due to the ring-fenced nature of
the transaction and requirement to allocate funds directly to
the purchase of the asset (with de minimis amounts for
transaction costs). Added to the immediate carbon benefits
of displacing fossil fuel generation, we consider renewable
resources to be part of a systemic decarbonization, and,
based on the very high position of these resources in the
carbon hierarchy, we overlay a substantial benefit to arrive at
the Mitigation score of 91.
The project also appears to be sufficiently ring-fenced from
its ultimate sponsor, Argo Infrastructure Partners; while this
is not necessarily a requirement for a high score, it provides
confidence that the funds are being allocated to qualifying
green projects. This distinguishes it from corporate-style
issuances, which may face greater risk of funds being
allocated elsewhere.

While Argo Infrastructure Partners did not outline a detailed
selection process or regular reporting process, ESAI has
done extensive studies on behalf of the project and sponsor
Argo, and set out projected carbon reduction figures which
can form a basis for future reporting, and the sponsor has a
broader mandate to adhere to ESG principles in its
investments, as was the case with this particular
investment. Argo is a party to GRESB (Global Real Estate
Sustainability Benchmark) and LTIIA (Long Term
Infrastructure Investors Association), and a participating
member in the GRESB ESG asset and infrastructure funds
annual assessment process, which emphasize adherence to
ESG principles. These commitments reflect the same
recognition of ESG principles that were inherent in the
Sponsor at the time of the investment.

Project Level eKPI Scores*
Sector

Location Project

UOP
(US$ M)

UOP
treatment

Project level score by eKPI
Carbon

Water

Waste

Net benefit
ranking

Renewable energy

USA

Onshore
wind power
generation

60

Estimated

50

57

50

50

Renewable energy

USA

Hydroelectric
power
generation

60

Estimated

80

20

80

77

120
* Allocated based on a basket of renewable resources available to be transmitted via the Cross-Sound Cable.

Net Benefit Ranking by Sector
Description

UOP
(US$ M)

Net
benefit
ranking

Renewable energy

120

64

120

Environmental
impact
score

91
Mitigation score

91
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Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P) receives compensation for the provision of the Green
Evaluation product (Product). S&P may also receive compensation for rating the transactions covered by the Product or for rating
the issuer of the transactions covered by the Product. The purchaser of the Product may be the issuer or a third party.
The Product is not a credit rating. The Product does not consider state or imply the likelihood of completion of any projects covered
by a given financing, or the completion of a proposed financing. The Product provides a relative ranking evaluation of the estimated
environmental benefit of a given financing. The Product is a point in time assessment reflecting the information available at the time
that the Product was created and published.
S&P's credit ratings, opinions, analyses, rating acknowledgment decisions, any views reflected in the Product and the output of the
Product are not investment advice, recommendations regarding credit decisions, recommendations to purchase, hold, or sell any
securities or to make any investment decisions, an offer to buy or sell or the solicitation of an offer to buy or sell any security,
endorsements of the suitability of any security, endorsements of the accuracy of any data or conclusions provided in the Product, or
independent verification of any information relied upon in the credit rating process. The Product and any associated presentations
do not take into account any user’s financial objectives, financial situation, needs or means, and should not be relied upon by users
for making any investment decisions. The output of the Product is not a substitute for a user’s independent judgment and expertise.
The output of the Product is not professional financial, tax or legal advice, and users should obtain independent, professional
advice as it is determined necessary by users.
Unless otherwise specified, the data in the Product is provided by TruCost and/or sourced from the transaction issuer. The actual
Product features and output may vary from that represented in this prototype. Availability of Product features is not guaranteed.
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 Product. S&P Parties are not responsible for any
errors or omissions (negligent or otherwise), regardless of the cause, for reliance of use of information in the Product, or for the
security or maintenance of any information transmitted via the Internet, or for the accuracy of the information in the Product. The
Product is provided on an “AS IS” basis. S&P PARTIES MAKE NO REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED,
INCLUDED BUT NOT LIMITED TO, THE ACCURACY, RESULTS, TIMLINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE WITH RESPECT TO THE PRODUCT, OR FOR THE SECURITY OF THE WEBSITE FROM WHICH THE PRODUCT IS
ACCESSED. S&P Parties have no responsibility to maintain or update the Product or to supply any corrections, updates or releases
in connection therewith. S&P Parties have no liability for the accuracy, timeliness, reliability, performance, continued availability,
completeness or delays, omissions, or interruptions in the delivery of the Product.
To the extent permitted by law, in no event shall the 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, loss of data, cost of substitute materials, cost of
capital, or claims of any third party) in connection with any use of the Product even if advised of the possibility of such damages.
S&P maintains a separation between commercial and analytic activities. 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.
Copyright 2017 © by Standard & Poor’s Financial Services LLC. All rights reserved.
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