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DATE:	August 11, 2015
TO:	Theodore Lipscomb, Chairman, County Board of Supervisors 
Supervisor Michael Mayo, Sr., Chairman Transportation, Public Works & Transit
FROM:	Greg High, Director, AE&ES Section, DAS-FM Division
SUBJECT:	Status Update on Phase II of the Solar Energy Feasibility Study for General Mitchell International Airport – Informational Only

BACKGROUND

In 2014 the Milwaukee County Board passed a resolution (File No. 14-91) directing General Mitchell International Airport (GMIA; ‘the airport’) to undertake a study of the feasibility of developing a large-scale solar energy system on airport property.  A solicitation for consultant services was performed and a qualified consultant (Harris Miller Miller & Hansen) selected.  The project scope was divided into two phases: Phase I, which determined if a large-scale system could be sited on or adjacent to GMIA; and Phase II, which considered the economic and legal issues associated with such a system.  Phase II would be authorized only if Phase I results indicated there were suitable sites for a 1-megawatt (MW) or larger system.


PHASE I RESULTS

Phase I was completed in April 2015 and a status update presented to the Transportation, Public Works & Transit committee in May 2015.  Phase I concluded that there were thirteen (13) sites suitable of supporting a 1-MW or larger solar photovoltaic (PV) system (see attached exhibit).  Based on the report conclusions and recommendations, the consultant was directed to begin the Phase II work.  


PHASE II RESULTS

Two ownership scenarios were considered for the hypothetical 1-MW or larger solar PV system: Milwaukee County/GMIA ownership and third-party ownership.

Under the County/GMIA ownership scenario, the airport would construct, own, and operate the solar PV system.  The cost to construct the system would be approximately $6 million, and the annual avoided cost would be approximately $80,000/year, resulting in a ‘simple payback’ period of 75 years.  The cost to the airport could be reduced substantially if AIP Entitlement Funds or AIP Discretionary Funds were used, but this would result in displacement of projects currently identified for funding through these sources.

Under the third-party ownership scenario, the airport would allow an outside entity to construct, own, and operate the solar PV system on GMIA property. The airport would either agree to purchase the electricity generated by the third-party-owned system (‘solar PPA’ option), or it would act as a site host only and receive an annual payment from the third party under a long-term lease agreement (‘land-lease’ option). 

If the airport were to pursue the solar PPA option, it would act as the power customer and enter into a long-term agreement, i.e., a Power Purchase Agreement (PPA) to purchase electricity at a price mutually agreed upon with the third party.  However, Wisconsin law is unclear regarding the legality of PPAs in Wisconsin, and Milwaukee County could face legal challenges if it opted to pursue a PPA.  These same challenges could exist even under the land-lease option, where the third party would sell the electricity generated by the solar PV system to an entity other than the airport.

In the third-party ownership scenario, the third party could benefit from tax incentives not available to Milwaukee County as a public entity.  In theory, the third party could pass on these savings to the airport or other entity, thus reducing the cost of the solar PV system and/or the electricity it generates. However, even with the tax incentives, the third party would need to sell the electricity generated by the system at 17.6 cents per kilowatt-hour (kWh) to achieve a 10% investor rate of return. This $0.176/kWh electricity rate is considerably more than what the airport currently pays for electricity ($0.077/kWh), and thus it would not be economical for the airport to purchase the power through a PPA. The rate is also higher than commercial electricity rates in Wisconsin and the pool of purchasers for the high cost power is limited.

Neither the County/GMIA ownership scenario nor the third-party ownership scenario is economically attractive, given the current price of electricity and projected cost of solar PV installation.  However, the economics of a smaller-scale airport-owned system could be more attractive if grants or other incentives were obtained in an amount sufficient to get close to price parity. In addition, the land-lease option could be economically viable for the airport if the third-party could legally sell the electricity generated by the solar PV system. 


ADDITIONAL CONSIDERATIONS 

If the County/GMIA maintains an interest in pursuing a solar PV project, the economics of a smaller-scale system could be evaluated, as well as the potential for WE Energies to install the system.  Additional information such as interconnection requirements and limitations, structural needs, and geotechnical suitability would need to be evaluated to refine and confirm the feasibility assessment.  
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