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Craig Butler
Executive Assistant to Governor Kasich

craig.w.butler@governor.ohio.gov

Experience
Executive Assistant for Energy, the Environment, and Agriculture at State of Ohio
2011 - Present (less than a year)

Chief Southeast District Office at Ohio EPA
October 2007 - February 2011 (3 years 5 months)

Chief at Ohio EPA, Central District Office Chief
December 2004 - October 2007 (2 years 11 months)

Education
Ohio University
MSES, Environmental Science, 1990 - 1991

Mansfield University of Pennsylvania
BA, Geography/Environmental Science, 1986 - 1990
Activities and Societies: Sigma Zeta
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To: OMA Energy Committee 
From: Kevin Schmidt, OMA Staff 
Re: OMA Energy Committee PPS Report 
Date: 11/2/2011 
 
 
1. Energy Summit – Soliciting White Papers 
 
The Energy Summit held by Governor Kasich was a resounding success.  CEO’s from 
America’s major energy companies attended and discussed their respective needs for 
affordable energy.  The summit focused on several important needs of manufacturing including 
affordable, reliable, and predictably priced energy. 
 
Links to the video archives can be found at The Ohio Channel archives by searching “energy.”  
 
http://www.ohiochannel.org/Index.aspx 
 
Coming out of the summit, the Governor plans to form several work groups to focus on various 
topics.  The work groups have not formed yet and the Administration is seeking white papers 
from groups to focus its work. 
 
An OMA white paper is attached for your review. 
 
2. Co-Generation 
 
The OMA has been participating in a work group with GE, the Ohio Environmental Council, and 
others to review regulatory and legal barriers to the development of on-site generation at Ohio 
manufacturing facilities. You will find the document to be submitted to the Governor’s office 
attached. 
 
Additionally, OMA staff has prepared a white paper for submission to the Governor’s office 
covering energy issues.  This document can be found in your meeting materials. 
 
3. OMA Announces Partnership With FirstEnergy Solutions 

The OMA announced a partnership with FirstEnergy Solutions recently.  The OMA Electric 
Savings Pool was developed to provide OMA members with a competitive electric offer and 
customer friendly terms.  After a detailed review process the OMA selected FirstEnergy 
Solutions for a number of reasons: FES owns generation in Ohio, FES is an Ohio company, 
FES is one of the most competitive suppliers in the state, and FES has a reputation of excellent 
customer service. 

Contact Kevin Schmidt if you’d like to learn more about the OMA Electric Savings Pool and how 

your company may participate. 

4. OMA Energy Group 
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To have an active manufacturing voice in proceedings at the PUCO, the OMA board of directors 
supported the creation of the OMA Energy Group.   
 
The OMA Energy Group is a vehicle for manufacturers to combine resources and provide a 
voice in litigation and policy development at the PUCO.   
 
The current framework does not promote long-term business planning at the PUCO and parties, 
generally adversarial, negotiate short term outcomes to individual rate cases.  This short term 
focus has resulted in 10 years worth of deferred utility costs and unnecessarily high earnings 
thresholds for utilities.  The effect: Ohio customers will be facing proposals for steep price 
increases in the foreseeable future.  For example, AEP-Ohio seeks 10% + increases for many 
industrial customers. 
 
More about the OMA Energy Group: 
 
http://www.ohiomfg.com/products/oma-energy-group/ 
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To: Governor Kasich 
From: The Ohio Manufacturers’ Association 
Re: Energy Policy Recommendations 
Date: 

Manufacturing is the largest contributor to Ohio’s economy representing over $84 billion in goods 
shipped and nearly 18% of Ohio’s overall economy according to the most recent data available.  Ohio’s 
manufacturing industries rank in the top three for over 80 different industry codes in North America.  
Manufacturing also comprises roughly one-third of all energy consumed in Ohio.  As such, a focused 
energy policy that promotes effective use of Ohio’s natural resources and other assets is critical to the 
continued success of Ohio’s economy. 

In accordance with the principles enumerated in the attached document, the Ohio Manufacturers’ 
Association respectfully submits these policy considerations for your review.  This document is intended 
to be a high-level discussion of several important issues to manufacturing related to energy.  The OMA 
welcomes the opportunity to organize several industry leaders to discuss these proposals in more detail. 

1. Waste Energy Recovery 

Ohio is home to several energy intensive industries including primary metals, chemicals, glass, and 
others.  The manufacturing process for these materials consumes vast amounts of energy.  These 
processes necessarily produce waste streams such as heat, off-gas, and others that can be harnessed to 
create energy.  Because the manufacturing process for many of these industries requires 24/7 
operation, the WER projects can be considered base-load as they will produce energy continuously.  
These projects also bring carbon-free energy to the grid as they require no additional fuel source.  
Additionally, because Ohio is home to large amounts of these primary manufacturers, the economic 
development of WER resources will have a measureable effect on Ohio’s need to import power. 

The largest problem facing industry when considering WER is the projects’ large capital requirements.  A 
steel manufacturer is in business to produce steel, not energy.  The return on investment for capital in 
the manufacturing industry is generally too short for the installation of waste energy recovery projects.  
That does not mean these projects are not economic overall. 

A utility looks at a new base-load generation over a 30-40 year time horizon.  Industry typically considers 
new capital investments on a 5 year or less time horizon.  Therefore, a new WER project that may have a 
10 year payback is economic when compared to base load generation, but not if it is mis-characterized 
as just a manufacturing capital investment.  WER investments are assets to Ohio’s overall economy by 
providing a domestic source of no-carbon electricity and their positive effect on the incumbent 
manufacturer’s competitiveness. 

Ohio can help manufacturer’s implement WER projects in several ways with slight modifications to 
Ohio’s existing energy policies.  The policy recommendations below allow for the manufacturer to 
choose different financing mechanisms and policies that best suit their needs.  The result is a 
strengthened Ohio manufacturing base, less reliance on imported power, and carbon-free electricity 
generation. 

 Policy Recommendations 

a. Modify Ohio’s Renewable Requirements to Include WER Projects. 
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Allowing WER projects to be included as renewable energy will create an additional revenue 
stream for manufacturers through long-term REC contracts with utilities.  This policy change will 
suit those manufacturers interested in improving the economics of WER projects through long-
term financing.  It will also increase the availability and supply of RECs helping to keep 
compliance costs down for Ohio’s investor owned utilities (IOUs). 

b. Modify Ohio’s Energy Efficiency Requirements to Specifically Include WER Projects. 

Modifying Ohio law to specifically include WER projects in Ohio’s energy efficiency requirements 
will provide a lifeline to Ohio’s electric utilities.  No utility in the state has an affordable 
compliance plan for its energy efficiency requirements by year 2015.  Under this proposal, a 
utility could offer an up-front investment, like they do in current incentive programs, in 
exchange for counting the energy efficiency towards its benchmarks.  This option could be used 
by manufacturers who would like to make the economics work through a one-time payment 
rather than long-term commitment.   

While WER projects have the ability to bring large amounts of energy efficiency to Ohio’s 
economy its value should not be discounted.  The policy supporting energy efficiency recognizes 
that energy efficiency is the cheapest way possible to satisfy energy needs.  Becoming less 
energy intensive is less expensive than using and generating more energy.  As such, WER 
projects should not be discounted in an effort to “spread the wealth” to programs and projects 
that are less economic. 

c. Requiring Ohio’s IOUs to Consider WER Projects First When Considering New Electric 
Generating Capacity Assets in Ohio 

This policy option would put the most economic and efficient base-load generating capacity first 
in line for consideration when IOUs are investigating additional capacity in Ohio.  This policy 
would simply expand on existing Ohio law that allows an IOU to build new generating capacity 
based on need.   

Under this policy, an IOU would have to demonstrate need and that there are no feasible WER 
projects in the state that can be developed.  This ensures that new capacity is put on line when 
it is actually needed and avoids the pitfalls of feed-in tariffs or other mechanisms that simply 
require a utility to pay a price for these projects regardless of need.  Feed-in tariffs in other 
jurisdictions have resulted in the over-building of WER projects.  

This policy should be carefully crafted to reflect that reality that an agreement between an IOU 
and manufacturer on the construction, operation, and subsequent property rights of  WER 
project is complex.  While there might be technical opportunity, operational or market reality 
may prohibit an actual deal from taking place. 

2. Energy Efficiency 

Ohio’s energy efficiency standards have helped numerous manufacturers improve their operations, 
reduce their energy intensity, and increase their competitiveness.  They are working.  The policy was put 
in place because investments in energy efficiency are much cheaper than investments in new energy 
generation (i.e., new power plants). 
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A couple of parties have tried to reframe the debate.  Their argument says that customers will invest in 
energy efficiency if it makes sense within their business plan to do so.  Any state policy that encourages 
utilities to invest in customer sited energy efficiency and recover the costs from the rate base is a wealth 
transfer. 

This characterization misses the point.  Investing in customer’s becoming more competitive through 
energy efficiency cheaper than investing in new power plants.  Period.  Power plant construction is 
inevitable and a benefit to Ohio in terms of employment and tax base; however, they should be 
considered only after other more economic options are exhausted. 

Additionally, manufacturers invest first and foremost in projects that improve quality or output.  Energy 
efficiency, while always on the mind, is not at the top of the list.  Investing in the cheapest generation 
alternatives while improving the competitiveness of Ohio’s manufacturers is a win-win policy. 

With those considerations, an improvement to the policy is warranted. 

 Policy Recommendation 

a. Apply a 3% Cost Cap to Ohio’s Energy Efficiency Requirements 

While energy efficiency is critical to a robust Ohio energy policy, improvements to the 
implementation of the policy are warranted.  When the advanced and renewable energy 
requirements were put in place through SB 221 there was a recognition that Ohio needed to 
invest in the future but not at any cost.  As such, a 3% cost cap was put in place on renewable 
energy. 

Ohio should consider implementing a 3% cost cap on energy efficiency.  A utility may not 
develop programs that will increase a customer’s total bill by more than 3%.  If a utility were not 
able to attain its targets for that year due to the cost-cap then the utility is exempt from any 
penalties associated with the shortfall.  The PUCO has ample authority to review if a utility will 
have made a good faith effort to comply with the mandate and ensure that programs move 
forward.  The 3% cost cap will only serve to protect customers and focus the utility on the most 
economic programs. 

3. Manufacturing Rate 

In addition to a reliable supply of energy, manufacturing needs competitive, predictable pricing.  While 
utilities need to manage their business, Ohio can best manage its business by focusing on what type of 
policy environment will deliver predictably priced affordable electricity.  Stable regulatory regimes that 
are flexible enough to deal with short-term issues to ensure predictable prices to energy sensitive 
industries are necessary.  This type of regulatory flexibility often results in competitive rates being 
delivered via an economic development mechanism. 

To ensure Ohio’s economic development dollars are being efficiently delivered the OMA has undertaken 
an economic study with the Cleveland State University.  The study will identify which industries produce 
the most jobs and which industries are actually electricity intensive.  This will identify who the state 
should focus on when reviewing economic development electricity rates.  Secondly, the study will 
benchmark state’s Ohio competes with to identify what a truly competitive rate.  This will identify the 
appropriate rate to ensure Ohio is being competitive and not charitable. 
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In addition to the data the study will provide, Ohio can maximize the benefits of a manufacturing rate 
through a handful of minor policy changes: 

Policy Recommendation 

a. Create a Statewide Collection Mechanism for Economic Development Rates 

Currently, Ohio law allows an electric distribution utility to collect dollars for economic 
development.  The collection may only be over the utilities own service territory.  This focuses 
the effect of the dollar collection on a much smaller population than necessary.   

As most manufacturing economic development projects have a regional or even statewide 
effect, collecting the dollars from a statewide pool is fairer and reduces the burden on all 
customers by bringing a larger population to the table. 

Additional items for consideration may be including rural electric cooperatives in the collection 
mechanism.  While co-op’s generally are more agricultural in nature, their populations benefit 
from the economic development of their neighbors as well. 
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Energy Management 

Joint Committee Hears Debate on Electricity 
Regulation 

 The Ohio House and Senate Public Utilities 
Committees held a joint session this week to 
learn how other states regulate electricity.  Bob 
Blue of Dominion Resources, which operates 
regulated electric utilities in Virginia, and 
Terrance Fitzpatrick, President and CEO of the 
Energy Association of Pennsylvania, a 
deregulated state, provided testimony.   
 
The representatives spoke about the respective 
benefits of a regulated state system versus a 
deregulated state system.  The debate focused 
on what system can better provide rate stability 
and a reliable supply of electricity.  Both 
representatives indicated that new generation 
plants are being built in their states.   
 
The debate about the benefits of regulated 
systems versus market systems continues in 
Ohio.  

10/28/2011  

Utilities Debate Ohio Electricity Regulations 

Top executives from FirstEnergy, AEP-Ohio, 
Duke Energy Ohio, and the Dayton Power and 
Light Company (DP&L) this week offered 
comments on Ohio’s electricity regulations.  In 
their testimony before the House Public 
Utilities Committee, the utility representatives 
focused on whether Ohio's current law, a hybrid 
between state regulation and federally controlled 
markets, is adequate to attract investment in 
power plants.  Committee Chairman Peter 
Stautberg (R-Cincinnati) noted that Ohio is a 
net importer of electricity and impending U.S. 
EPA regulations threaten to exacerbate the 
issue by shutting down plants in Ohio. 
  
Appearing before the panel earlier this month, 
the OMA’s Kevin Schmidt stressed that 

regardless of regulatory design and utility 
business structures, manufacturing needs long-
term price certainty to adequately plan and 
make decisions regarding capital 
investment.  Click here to read full coverage of 

the committee meeting from the Hannah 
Report.    

10/21/2011  

AEP and DP&L Customers: Free Upcoming 
Learning Events about Electric Cost Savings 

On October 27, AEP Ohio customers have the 
opportunity to learn about the incentive 
programs - and limited time bonus incentives -
  that AEP is offering to its customers who 
deploy energy savings projects.  This is a one-
hour webinar-style learning event presented by 
the energy experts at AEP, an OMA 
Connections Partner.  Details and registration. 
 
And on November 2, DP&L customers have the 
opportunity to attend a half-day in-person energy 
conference in Beavercreek to learn how to save 
money by shopping for the best electric 
price.  FirstEnergy Solutions will provide the 
subject matter expertise in this OMA-sponsored 
event.  Details and registration.  

10/21/2011  

Duke’s 2010 Earnings “Not Excessive” 

Duke Energy Ohio, Inc. (Duke) filed its annual 
filing with the Public Utilities Commission of Ohio 
(PUCO) on May 16, 2011 to determine if it had 
significantly excessive earnings for 2010.  Under 
Ohio law, utilities are prohibited from making 
excessive earnings as a consumer protection. 
 
Through testimony, Duke demonstrated that its 
return on equity (ROE) was 7.14% for 2010, and 
it did not exceed the15% set in Duke’s electric 

security plan. 
 
Thus the stipulation concluded that Duke’s ROE 

was not significantly in excess for 2010.  Good 
news for Duke customers.  

10/21/2011  

Ohio Shale Gas Huge Opportunity for its 
Supply Chain 

The Ohio Business Development Coalition, a 
non-profit organization that provides marketing 
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strategy and implementation to support Ohio's 
economic development efforts, has published a 
compelling white paper about the opportunities 
that Ohio’s supply chain has with respect to 

shale gas drilling and transportation. 
 
The paper notes that shale gas supply chain 
companies will benefit from both the state’s 

manufacturing know-how and its world-class 
logistics infrastructure.   And goes on, 
“Everything that made Ohio the ideal location 

choice for suppliers to the automotive industry is 
in place for Tier I and II suppliers to leverage in 
order to efficiently and affordably supply the 
Marcellus and Utica Shale gas industry.” 
 
The Coalition’s press release also makes for 
good reading about the economic potential for 
Ohio’s manufacturers.  

10/21/2011  

OMA Chooses FirstEnergy Solutions as 
Electric Savings Partner 

The OMA has developed an electric 
procurement program to help members obtain 
the best price on electric generation using the 
strength of its group buying power. 
 
After researching competitive electricity pricing 
options, OMA has negotiated a statewide 
offering – the OMA Electric Savings Pool 
powered by FirstEnergy Solutions –that will 
benefit members with a single facility as well as 
those that have facilities in multiple electric 
distribution utility territories.  FirstEnergy 
Solutions is one of the nation’s largest electric 

generation suppliers, providing competitive 
pricing to more than 1.5 million customers in six 
states.  
 
Members who have an average monthly electric 
monthly bill greater than $5,000 will have the 
opportunity to receive customized savings 
analyses, while members with average monthly 
bills of less than $5,000 will have access to a 
pre-negotiated low price.  
As an added benefit, the OMA has also 
negotiated low residential pricing that members 
can pass along to their employees. 
 
Watch for more information soon from OMA and 

FirstEnergy Solutions.  OMA has not endorsed 
programs with any other electric supplier; if you 
have questions, please contact John 
Laughman at (800) 662-4463.  

10/21/2011  

PUCO and FirstEnergy to Test Renewable 
Energy Cost Cap 

In a recent compliance review of FirstEnergy, 
the Public Utilities Commission (PUCO) found 
that FirstEnergy exceeded the 3% cost cap for 
renewable energy.  Ohio law requires electric 
utilities to purchase renewable energy as long 
as it does not result in increaing customer bills 
by more than 3%.   
 
The issue is now before the PUCO to sort 
out.  FirstEnergy, which has already procured 
the renewable energy, argues that the language 
is permissive and it should be allowed to recover 
from customers.   Customers have argued that 
the cost-cap is meaningless if a utility can 
exceed it and pass along costs. 
 
The OMA supports the prudent and reasonable 
development of renewable energy and 
supported the cost cap as a consumer 
protection.  

10/14/2011  

House Democrats Move to Block Natural Gas 
Drilling 

Representative Denise Driehaus (D - Cincinnati) 
and Representative Tracy Heard (D -Columbus) 
introduced legislation this week (House Bill 
345) that would impose a moratorium on 
horizontal hydraulic fracturing until U.S. EPA 
completes an investigation into the potential risk 
to ground water.   
 
Representative David Hall (R - Millersburg) who 
chairs the Agriculture and Natural Resources 
committee that will hear the bill noted that it is 
not high on the agenda and said the sponsors 
“have no sources where they’re saying that 

fracking in the United States has been a 
problem.”      10/14/2011  
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AEP Ordered to Refund $78 Million 

The Public Utilities Commission of Ohio ordered 
AEP to refund $78 million in Provider of Last 
Resort (POLR) fees that it had collected 
pursuant to an earlier approved plan.  The 
charges were appealed and the Ohio Supreme 
Court ordered a review by the PUCO.  

It is unclear how much customer refunds will be, 
as AEP is entitled to appeal the decision.  The 
full PUCO order can be found here.  

10/07/2011  

Economic Success Tied to Manufacturing 
and Affordable, Reliable Power 

OMA’s Kevin Schmidt testified to the Ohio 
House Public Utilities Committee that:  “As Ohio 
is tied to manufacturing for its economic 
success, manufacturing is tied to affordable, 
reliable power for its competitiveness.”   

Schmidt said “This requires a modern 

distribution infrastructure, reliable generating 
plants and regulatory certainty.  These 
investments, both on the customer side and the 
utility side, are not done with a short term 
view.  Many times utility investments have a 
three or four decade lifespan and must be 
looked at as strategic assets both for the state 
and the utility.” 

Schmidt identified six principles for effective 
energy policymaking, including the need for 
predictable, stable prices, a modernized 
infrastructure, strategic and operational 
collaboration among utilities, government and 
customers, and the regulatory recognition of 
technical and economic realities.  

10/07/2011  

Initial Output of First Three Ohio Utica Shale 
Wells: Wow! 

In a meeting at the OMA offices, David Mustine, 
General Manager for Energy JobsOhio, 
Governor Kasich’s point person on development 

of the Marcellus and Utica shale oil and gas 
plays, reported to the Ohio Steel Council this 

week that the first three Utica wells have 
produced volumes that exceed 
expectations.  This very good news for Ohio and 
Ohio manufacturing. 

Chesapeake Energy Corporation on Wednesday 
disclosed initial horizontal well drilling results in 
the wet gas and dry gas phases of the Utica 
shale play in three wells in eastern Ohio and one 
in western Pennsylvania.  

A well in Harrison County achieved a peak rate 
of 9.5 million cubic feet (mmcf) per day of 
natural gas and 1,425 barrels (bbls) per day of 
natural gas liquids and oil (liquids), or 3,010 
barrels of oil equivalent (boe) per day; a Carroll 
County well achieved a peak rate of 3.1 mmcf 
per day of natural gas and 1,015 bbls per day of 
liquids, or 1,530 boe per day; and a Carroll 
County well achieved a peak rate of 3.8 mmcf 
per day of natural gas and 980 bbls per day of 
liquids, or 1,615 boe per day. 

The results are so strong that Robert Chase, 
chairman of petroleum engineering and geology 
at Marietta College, said, “We have nothing to 

compare them to in Ohio.” 

Aubrey K. McClendon, Chesapeake's Chief 
Executive Officer commented, “The company is 

targeting a development program with average 
drilling and completion costs of approximately 
$5.0 - $6.0 million per well. Chesapeake is 
currently drilling with five operated rigs in the 
Utica Shale play and plans to increase its 
operated rigs up to 10 rigs by year-end 2011, up 
to 20 rigs by year-end 2012 and up to 40 rigs by 
year-end 2014.” 

With the Ohio Steel Council, Mustine discussed 
the state’s efforts to aggressively develop these 
remarkable new energy resources, while 
operating a best-in-class environmental 
protection regimen.   

09/30/2011  

Governor's Energy Summit Sets Stage for 
Ohio Energy Policy 

Governor Kasich this week hosted a 
groundbreaking two-day summit on energy and 
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the economy.  The event, managed by Battelle 
and held at The Ohio State University,  brought 
together a remarkable array of subject matter 
experts on a broad base of energy topics.  The 
governor's aim (cheered by the OMA) with the 
event and its follow-up is to develop a 
comprehensive state energy policy. 

Shale Gas: 
Multiple panels discussed the opportunity that 
Ohio has to develop the Marcellus and Utica 
shale formations' potentially enormous economic 
impact on Ohio.  Karen Wright of OMA member 
company Ariel Corporation, a manufacturer of 
natural gas compressors, discussed the 
opportunities for manufacturers in the supply 
chain.  Aubrey McClendon, CEO of Chesapeake 
Energy, noted that the potential for the Utica 
shale to hold oil makes Ohio’s resources 

particularly valuable.  (Video Links: Upstream; 
Midstream, Downstream, and Feedstock 
Opportunities; Environment, Technology, 
and Community Impacts) 

Automotive: 
The summit conducted two panels focused on 
transportation.  The Alternative Transportation 
Fuels panel heard from an ethanol producer and 
automotive and truck manufacturers.  The 
panel  discussed how shale gas opportunities in 
Ohio could help fuel the development of 
compressed natural gas as a transportation fuel, 
as well as the continuing advancements in 
vehicle electrification. 

The Transportation Manufacturing Industry 
panel focused on what the industry needs in 
Ohio to be more competitive.  Representatives 
from Chrysler, Ford, and Honda all focused on 
the need for reliable, affordable power, as well 
as an increased focus on energy effiency in 
operations.  Rick Schostek, Vice President of 
Honda of America Manufacturing, noted that 
Ohio’s state level business tax code is already 

favorable to manufacturing and should be 
protected.  

Electric Utilities: 
Electric utility issues came up throughout the 
conference.  There was a clear consensus that 
SB 221 is generally working .   Panelists and the 
governor indicated that co-generation at 
manufacturing facilities should perhaps qualify 

as renewable energy under the bill's Renewable 
Portfolio Standards.  

The electric utility panelists disagreed about 
whether new power plants are needed in Ohio 
and how they would be funded.  (Video Links: 
Power Generation, Transmission, Demand, 
and Efficiency; Coal; Wind Solar, and 
Efficiency: The Role of Renewables in Ohio’s 
21st Century Economy) 

Energy Security: 
To see the conference's most impassioned 
promoter of manufacturing, watch James L. 
Wainscott , Chairman, President and CEO, AK 
Steel Corporation, on the Energy Security and 
the Environment panel.   The panel discussion 
contains an articulate framing of the issues and 
opportunities for the state to strengthen its 
energy security. 

A link to all conference videos can be found 
here. 

09/23/2011  

OMA Members Support Portman Energy 
Efficiency Bill 

This week OMA member companies joined 
together to urge Senate passage of S. 1000, the 
Energy Savings and Industrial Competitiveness 
Act (ESIC). The bill is sponsored by Senator 
Rob Portman (R-Ohio) and Jeanne Shaheen (D-
NH). ESIC cleared the Senate Energy and 
Natural Resources Committee by a vote of 18-3 
earlier this year. 

The bill would provide incentives for building-
efficiency upgrades by expanding the U.S. 
Department of Energy’s loan guarantee program 
for businesses. This provision would help 
manufacturers reduce energy use by 
establishing a revolving loan program for 
efficiency upgrades. 

The bill also would strengthen national energy-
efficient building codes and require the federal 
government, the largest energy user in the 
country, to adopt energy-saving techniques. 
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In a letter to Senate leadership the companies 
wrote: “The private sector, from small 

contractors to large manufacturers, is looking for 
investment opportunities suited to today’s fast 

changing global economy. Making buildings 
more energy efficient cuts costs, offers market 
beating investment returns, and protects 
companies from volatile energy prices. 
Removing barriers to building efficiency can 
unlock job-creating business investment.”  

09/16/2011  

OMA Testifies on Economic Development 
Electric Rates 

The OMA’s Kevin Schmidt provided oral 

arguments before the Public Utilities 
Commission of Ohio (PUCO) this week on its 
proposal to implement an economic 
development tariff for electricity. The proposal 
would provide discounts for businesses that 
invest in Ohio with a certain level of new jobs or 
capital investments. 

Schmidt expressed concern that the proposal 
could result in existing Ohio businesses 
subsidizing  competitors new to the state. You 
can find the OMA’s full comments to the 

proposal here and here. 

Related to this issue, the OMA has 
commissioned a study by the Cleveland State 
University to develop an economic analysis for 
economic development rates. The study will look 
at which industries in Ohio are most sensitive to 
energy prices and which industries provide the 
most robust economic effect. 

Additionally, the study will review electricity rates 
of states against which Ohio competes to 
provide accurate benchmarking data. The 
analyses will help identify how Ohio can 
structure more competitive, job-creating electric 
rates. 

09/16/2011  

AEP Moves to Settle Rate Case 

AEP-Ohio filed a joint stipulation this week that 
if approved would resolve its pending rate 

case.  The result of the stipulation will see AEP-
Ohio move its business model away from 
regulated rates and toward market-based 
rates.  This move will have long-lasting effects 
on Ohio. 
 
The OMA Energy Group was a signatory party 
on this stipulation.  The stipulation avoids years 
of litigation and uncertainty and benefits 
manufacturing overall.  The OMA Energy Group 
worked to ensure that the broadest group of 
manufacturers benefited from the stipulation and 
that its provisions did not discriminate based on 
a manufacturer's size.   
 
Most manufacturers will see smaller increases 
than those initially proposed by AEP-Ohio.  In 
addition to improved rates for most 
manufacturers, the OMA Energy Group 
supported a provision that provides $5 million a 
year of AEP-Ohio shareholder dollars to mitigate 
rate increases for those hardest hit by rate 
increases.   
 
Here is a memo describing the stipulation in 
more detail.  

09/09/2011  

Legislation Introduced to Repeal 
Advanced/Renewable Energy Requirements 

Senator Kris Jordan (R-Delaware) introduced 
Senate Bill 216 to repeal the mandate on Ohio’s 

electric utilities to generate 25% of their 
electricity from advanced and renewable 
resources by 2025.  These provisions were 
inserted into state law in 2008 as part of an 
overall restructuring of Ohio’s energy policy 

(Senate Bill 221).   
 
At the urging of the OMA and some other 
consumer groups, Senate Bill 221 included a 
safety-valve provision that lets utilities avoid the 
mandate if it would raise electricity rates by a 
specific triggering amount.  The OMA supported 
the overall framework of Senate Bill 221 as a 
prudent investment in advanced and renewable 
energy technologies in Ohio, while protecting 
against unaffordable cost increases.  

09/09/2011  
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Ohio Supreme Court Sides With 
Manufacturers 

The Ohio Supreme Court recently ruled that 
FirstEnergy unlawfully and unreasonably 
terminated contracts with a number of 
manufacturers.  The dispute stretches back to 
2008 when Toledo Edison prematurely 
terminated electricity contracts with the 
manufacturers in February of that year, instead 
of the contractually specified December.  

09/02/2011  

OMA Cost-Saving Electricity Purchasing 
Pool Still Open 

If you have operations in AEP-Ohio, DP&L, 
Duke Energy, or FirstEnergy, and your electricity 
is either not under contract or your contract 
expires in 2011, ask OMA for a no-obligation 
pricing offer in its electricity purchasing pool. 

OMA is putting together a significant shopping 
block that is anticipated to get a competitive 
fixed price for a multi-year term; early reactions 
to our block by retail electricity suppliers are very 
favorable. 

Ask for a no-obligation pricing offer by 
submitting this letter of authorization.  OMA 
members who submit letters of authorization will 
receive a no-obligation offer to consider around 
the end of September.  Act now so we can count 
your load in the shopping block. 

If your current contract expires after 2011 and 
you are interested in getting an OMA pool quote 
later, let us know and we'll get you in the pool 
database. 

Questions?  Contact OMA’s John Laughman.  

08/26/2011  

OMA Electricity Buying Pool Going Out for 
Bids – Still Time to Get In 

The OMA is forming an electricity purchasing 
pool for its members who purchase power from 
the four Ohio electric distribution utilities of AEP-
Ohio, DP & L, Duke Energy, or FirstEnergy.  

Member survey responses indicate plenty of 
interest and sufficient load to secure a 
potentially competitive fixed, long-term price. 

To receive a no-obligation opportunity to 
evaluate a pricing offer, complete this form and 
return it to John Laughman via email or fax to 
John at (614) 224-1012. 

08/19/2011  

PUCO Tells AEP-Ohio that Market Pricing is 
Better than Proposed Plan 

The staff of the Public Utilities Commission 
(PUCO) filed testimony recently in AEP-Ohio’s 

base rate case indicating that AEP’s plan will 

result in higher prices than the market is 
currently generating.  

The PUCO staff testified that a market-based 
pricing plan would provide a superior option for 
customers than AEP’s filed plan.  The formal 
hearing on the plan has been delayed while 
parties to the case, including the OMA Energy 
Group, consider options to resolve the 
substantially different approaches in electricity 
pricing for AEP-Ohio consumers.  

08/19/2011  

Workgroup Focussed on Electricity Co-
generation 

The Ohio Coalition for Combined Heat and 
Power recently held a webinar to discuss policy 
options that may help speed implementation of 
combined heat and power (CHP) projects in 
Ohio.  

CHP projects enable manufacturers to produce 
on-site electricity using waste heat or 
gas.  These projects are generally less 
expensive to build than dedicated electricity 
generating assets, generate cheaper power 
because they use waste energy to make 
electricity, and frequently offer no- or low-carbon 
electricity generation.  

The OMA is dedicated to finding policy options 
that increase the viability of Ohio manufacturers 
to “self-help” when it comes to generating 

Page 15

http://www.sconet.state.oh.us/rod/docs/pdf/0/2011/2011-ohio-4189.pdf
http://www.informz.net/ohiomfg/data/images/omaelectricitybuyingpoolfactsheet.pdf
http://www.informz.net/ohiomfg/data/images/oma_participant_authorize_from_rev_8-11-11.pdf
mailto:jlaughman@ohiomfg.com
http://www.informz.net/ohiomfg/data/images/omaelectricitybuyingpoolfactsheet.pdf
http://www.informz.net/ohiomfg/data/images/omaelectricitybuyingpoolfactsheet.pdf
http://www.informz.net/ohiomfg/data/images/oma_participant_authorize_from_rev_8-11-11.pdf
mailto:jlaughman@ohiomfg.com
http://www.dispatch.com/content/stories/business/2011/08/05/puco-staff-aeps-proposed-rate-hikes-are-too-high.html
http://www.informz.net/ohiomfg/data/images/ohiocoalitionchp_legpolicywebinar_4aug11.pdf


electricity.  If you are interested in CHP and self-
help, click here.  

08/19/2011  

Ohio Shale Gas Discussed 

The Columbus Metropolitan Club hosted a 
luncheon panel discussion regarding shale gas 
in Ohio.  The panel included a diverse mix of oil 
and gas representatives, academics, regulators 
and environmentalists.  The discussion focused 
on the safety and environmental concerns 
related to hydraulic fracturing, or hydrofracturing, 
or commonly, “fracking,” the process of 

extracting natural gas and other valuable 
elements from shale deposits.  

The Ohio Department of Natural Resources 
(ODNR) noted that Ohio is well ahead of other 
states in its regulatory program to manage 
hydrofracturing.  The OMA has been working 
with ODNR and the administration to educate 
policymakers on the importance of domestic 
production of natural gas both as a fuel source 
and a feedstock for manufacturing 
processes.  Information about the 
hydrofracturing process and Ohio’s regulatory 

system for it can be found on ODNR’s website. 

08/19/2011  

Electric Grid Operators Weigh In Against 
Environmental Proposals 

Electric grid operators across the United States 
weighed in recently on U.S. EPA’s proposed 

environmental rules on electric utilities noting 
that the proposals and the proposals’ timelines 
“could undermine the reliability of the electric 

grid for an unacceptable prolonged period." 

The OMA has commented many times urging 
U.S. EPA to grant states implementation 
flexibility and realistic timelines for new 
envrionmental rules.  The grid operators' 
comments add to the growing opposition to the 
proposed rules on the basis of economic 
hardship, with some studies pegging the 
annual cost at $18 billion.  

08/19/2011  

Ohio Energy Policy High on Leadership 
Agenda 

Ohio House Speaker Bill Batchelder sent a 
letter to Governor Kasich this week arguing for 
the further deregulation of Ohio’s electric utility 

sector.  The Speaker stated “It is my belief that 

further pursuing the deregulatory reforms set 
forth in Senate Bills 3 and 221, particularly in the 
area of generation, will encourage additional 
competition and continue to result in savings for 
businesses and families.”   
 
Governor Kasich noted the next day "You just 
have to take your time on this ... and figure out 
what is the right thing for Ohio, and I'm not sure 
what it is right now, but at some point it all has to 
be addressed.  What we really want to make 
sure is that utilities have an environment where 
they want to reinvest in the state, but, look, 
there's so many issues." 

08/05/2011  

OMA Opposes Overly Restrictive Utility 
Regulations 

The OMA sent a letter to U.S. EPA this week 
asking for modifications to the implementation 
timeline of the utility MACT rule (Maximum 
Achievable Control Technology) because the 
proposed requirements are not economically 
achievable in the specified timeline.  
 
Together with the recently finalized Cross State 
Air Pollution Rule, the proposed utility MACT 
rule could cost Ohio 54,000 jobs and $18 billion 
a year.  Environmental compliance costs like 
these are pass-through costs for utilities and will 
ultimately increase the price of electricity for 
Ohioans.  

08/05/2011  

"Texas Tea" in Ohio Utica Shale? 

From the Youngstown Trib:  "An energy 
exploration company active in Ohio has declared 
the Utica Shale formation ''liquid rich'' in eastern 
Ohio, meaning the geological formation contains 
oil. 
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Utica Shale is a geological formation found 
several thousand feet below sea level, much 
deeper than the commonly discussed Marcellus 
Shale, a natural gas-rich formation that is now 
being explored in eastern Ohio and 
Pennsylvania. 

On Thursday, Chesapeake Energy, based in 
Oklahoma City, released its quarterly earnings 
report, including in it references to this latest 
mineral find. Chesapeake, which holds 18 of the 
24 permits to drill into Utica Shale in the state, 
said results of recent drilling indicate oil in 
eastern Ohio. 

Chesapeake's report indicated that the discovery 
could be worth a $15 billion or $20 billion 
increase in company value." 

The Department of Natural Resources has 
posted information on its shale gas website.    

07/29/2011  

OMA Structuring Statewide Electricity 
Buying Pool 

In response to member concern about upward 
pressure on the cost of electricity, OMA 
deployed an interest survey this week to discern 
how many members - and how much electricity 
load they represent - would be interested in a 
collective buying option through the 
association. 

The OMA intends to shop the aggregated load 
to entities offering competitive pricing on 
generation.  The initiative is open to OMA 
members served by any of the four Ohio electric 
distribution utilities: AEP-Ohio, DP&L, Duke 
Energy, and FirstEnergy (but not those served 
by a municipal or co-op system). 

If you did not submit a response to the interest 
survey but want to be advised of program 
developments, contact OMA’s Kevin Schmidt 
and include you annual kWh usage, the average 
price you’re paying, and the expiration date of 

any competitive contract or minimum stay utility 
provision your load is currently under.  

07/29/2011  

July's Natural Gas Report 

As a service to OMA members, OMA 
Connections Partner Columbia Gas prepares a 
quarterly natural gas report that includes data 
on national storage, prices in the NYMEX 
Prompt Month History and NYMEX Gas Futures, 
and drilling rig count.  

07/29/2011  
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Energy Legislation 
Prepared by: The Ohio Manufacturers' Association 

Report created on October 31, 2011 
  

HB51 MUNICIPAL UTILITIES (SNITCHLER T) To require a municipal utility supplying surplus electricity to 
nonresidents to provide written notice of termination one year before terminating the service. 

  Current Status:    2/1/2011 - Referred to Committee House Public Utilities 
  More Information:    http://www.legislature.state.oh.us/bills.cfm?ID=129_HB_51  

    
HB73 TRANSPORTATION OF NUCLEAR MATERIALS (YOUNG R) To require payment of only the cost of 

police escort services for the highway transportation of limited amounts of certain nuclear materials. 

  Current Status:    3/2/2011 - REPORTED OUT, House Transportation, Public Safety and 
Homeland Security, (Third Hearing) 

  More Information:    http://www.legislature.state.oh.us/bills.cfm?ID=129_HB_73  

    
HB95 NATURAL GAS RATES (STAUTBERG P) To permit certain rate-calculation adjustments for natural 

gas companies, eliminate public notice requirements for rate cases, and for natural gas companies, to 
make other regulatory changes concerning audits, alternative rate plans, and forecast reports, and 
allowing applications for natural gas company capital expenditure programs. 

  Current Status:    6/2/2011 - SIGNED BY GOVERNOR 
  More Information:    http://www.legislature.state.oh.us/bills.cfm?ID=129_HB_95  

    
HB133 OIL AND GAS LEASING/DRILLING ON STATE LAND (ADAMS J) To create the Oil and Gas 

Leasing Board and to establish a procedure by which the Board may enter into leases for oil and gas 
production on land owned or under the control of a state agency for the purpose of providing funding 
for capital and operating costs for the agency. 

  Current Status:    6/30/2011 - SIGNED BY GOVERNOR; Eff. 9/30/2011 
  More Information:    http://www.legislature.state.oh.us/bills.cfm?ID=129_HB_133  

    
HB204 ADVANCED ENERGY FUND (FOLEY M) To reimburse the Advanced Energy Fund revenue rider on 

retail electric distribution service rates and to clarify how Advanced Energy Fund grant amounts are to 
be determined. 

  Current Status:    5/25/2011 - House Public Utilities, (Second Hearing) 
  More Information:    http://www.legislature.state.oh.us/bills.cfm?ID=129_HB_204  

    
HB297 MOTOR FUEL QUALITY TESTING (WEDDINGTON C, FENDE L) To require the Department of 

Agriculture to establish a motor fuel quality testing program under which county auditors may conduct 
such testing. 

  Current Status:    9/13/2011 - Referred to Committee House Agriculture and Natural 
Resources 

  More Information:    http://www.legislature.state.oh.us/bills.cfm?ID=129_HB_297  

    
HB304 LAKE ERIE OIL/NATURAL GAS (ANTONIO N) To ban the taking or removal of oil or natural gas 

from and under the bed of Lake Erie. 

  Current Status:    9/13/2011 - Referred to Committee House Agriculture and Natural 
Resources 

  More Information:    http://www.legislature.state.oh.us/res.cfm?ID=129_HB_304  

    
HB306 BUILDING STANDARDS (PILLICH C) To require a building or structure constructed using state 

capital budget moneys to adhere to certain 
energy efficiency and building standards and to encourage the use of Ohio-produced products. 

  Current Status:    9/13/2011 - Referred to Committee House State Government and 
Elections 

  More Information:    http://www.legislature.state.oh.us/res.cfm?ID=129_HB_306  

    
HB310 ELECTRIC VEHICLE SALES TAX REDUCTION (GOODWIN B) To reduce the amount of sales tax 

due on the purchase or lease of a qualifying electric vehicle by up to $2,000. 
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  Current Status:    9/21/2011 - House Ways and Means, (First Hearing) 
  More Information:    http://www.legislature.state.oh.us/bills.cfm?ID=129_HB_310  

    
HB345 STIMULATION OF OIL AND GAS WELLS (DRIEHAUS D, HEARD T) Establishes a moratorium on 

horizontal stimulation of oil and gas wells until the USEPA publishes a report containing the results of 
a study of the relationship of hydraulic fracturing to drinking water resources and the Chief of the 
Division of Oil and Gas Resources Management issues a report analyzing how Ohio's rules address 
issues raised in the USEPA report. 

  Current Status:    10/12/2011 - Introduced 
  More Information:    http://www.legislature.state.oh.us/bills.cfm?ID=129_HB_345  

    
HCR3 HEALTH COVERAGE TAX CREDIT (O'BRIEN S) To request the members of the United States 

Congress to reauthorize and continue the Health Coverage Tax Credit (HCTC) enhancements 
including provisions related to the monthly reimbursement program, the qualified family members 
program, and Voluntary Employee Beneficiary Associations (VEBAs). 

  Current Status:    2/10/2011 - Referred to Committee House Finance and Appropriations 
  More Information:    http://www.legislature.state.oh.us/res.cfm?ID=129_HCR_3  

    
HCR4 URANIUM ENRICHMENT (ROSENBERGER C) To urge the President of the United States to direct 

the United States Department of Energy to ensure the continuation of the uranium enrichment work 
being developed by USEC, Inc. at its Piketon, Ohio plant by granting USEC's application for a federal 
loan guarantee and to direct the Secretary of Energy to strongly consider providing federal funding 
assistance for the Clean Energy Park Demonstration Project. 

  Current Status:    4/12/2011 - Referred to Committee Senate State & Local Government & 
Veterans Affairs 

  More Information:    http://www.legislature.state.oh.us/res.cfm?ID=129_HCR_4  

    
HCR12 ENCOURAGE DOMESTIC PRODUCTION OF COAL (THOMPSON A) To urge the Administration of 

President Barack Obama to reconsider proposals to increase taxes on producers of coal, natural gas, 
and petroleum and instead commit to adopting policies that encourage domestic production of these 
important resources. 

  Current Status:    6/15/2011 - Referred to Committee Senate Agriculture, Environment & 
Natural Resources 

  More Information:    http://www.legislature.state.oh.us/bills.cfm?ID=129_HCR_12  

    
HR97 TRANSCANADA KEYSTONE XL PIPELINE PROJECT (SEARS B) To urge Congress to support the 

continued and increased importation of oil derived from Canadian oil sands and urge Congress to ask 
the U.S. Secretary of State to approve the TransCanada Keystone XL pipeline project from Alberta to 
Oklahoma. 

  Current Status:    6/15/2011 - ADOPTED BY HOUSE; Vote 92-0 
  More Information:    http://www.legislature.state.oh.us/bills.cfm?ID=129_HB_97  

    
SB75 ELECTRICITY CUSTOMER DISCOUNTS (PATTON T) To restore discounts for customers using 

electricity to heat their homes and for electric, load-management programs, to specify that those 
discounts run with the land and may be transferred, to provide for refunds to customers whose rate 
discounts were modified or discounted, and to declare an emergency. 

  Current Status:    9/27/2011 - Senate Energy & Public Utilities, (First Hearing) 
  More Information:    http://www.legislature.state.oh.us/bills.cfm?ID=129_SB_75  

    
SB78 NATURAL GAS LAKE ERIE (SKINDELL M) To ban the taking or removal of oil or natural gas from 

and under the bed of Lake Erie. 

  Current Status:    2/23/2011 - Referred to Committee Senate Agriculture, Environment & 
Natural Resources 

  More Information:    http://www.legislature.state.oh.us/bills.cfm?ID=129_SB_78  

    
SB108 OIL & GAS LEASING (JORDAN K) To create the Oil and Gas Leasing Board and to establish a 

procedure by which the Board may enter into leases for oil and gas production on land owned or 

Page 19

http://www.legislature.state.oh.us/bills.cfm?ID=129_HB_310
http://www.legislature.state.oh.us/bills.cfm?ID=129_HB_345
http://www.legislature.state.oh.us/res.cfm?ID=129_HCR_3
http://www.legislature.state.oh.us/res.cfm?ID=129_HCR_4
http://www.legislature.state.oh.us/bills.cfm?ID=129_HCR_12
http://www.legislature.state.oh.us/bills.cfm?ID=129_HB_97
http://www.legislature.state.oh.us/bills.cfm?ID=129_SB_75
http://www.legislature.state.oh.us/bills.cfm?ID=129_SB_78


under the control of a state agency for the purpose of providing funding for capital and operating costs 
for the agency. 

  Current Status:    3/29/2011 - Senate Agriculture, Environment & Natural Resources, 
(Third Hearing) 

  More Information:    http://www.legislature.state.oh.us/bills.cfm?ID=129_SB_108  

    
SB188 ALTERNATIVE FUEL FACILITY (PATTON T) To allow a credit against the personal income tax or 

commercial activity tax for the installation of an alternative fuel facility. 

  Current Status:    9/22/2011 - Senate Ways & Means & Economic Development, (First 
Hearing) 

  More Information:    http://www.legislature.state.oh.us/bills.cfm?ID=129_SB_188  

    
SB198 MOTOR FUEL QUALITY TESTING PROGRAM (TAVARES C) To require the Department of 

Agriculture to establish a motor fuel quality testing program under which county auditors may conduct 
such testing. 

  Current Status:    9/20/2011 - Referred to Committee Senate Agriculture, Environment & 
Natural Resources 

  More Information:    http://www.legislature.state.oh.us/bills.cfm?ID=129_SB_198  

    
SB209 ELECTRIC VEHICLE SALES TAX REDUCTION (HITE C, TURNER N) To reduce the amount of 

sales tax due on the purchase or lease of a qualifying electric vehicle by up to $2,000. 

  Current Status:    9/22/2011 - Senate Ways & Means & Economic Development, (First 
Hearing) 

  More Information:    http://www.legislature.state.oh.us/bills.cfm?ID=129_SB_209  

    
SCR4 URANIUM ENRICHMENT (DANIELS D) To urge the President of the United States to direct the 

United States Department of Energy to ensure the continuation of the uranium enrichment work being 
developed by USEC, Inc. at its Piketon, Ohio plant by granting USEC's application for a federal loan 
guarantee and to direct the Secretary of Energy to strongly consider providing federal funding 
assistance for the Clean Energy Park Demonstration Project. 

  Current Status:    6/15/2011 - ADOPTED BY HOUSE; Vote 87-6 
  More Information:    http://www.legislature.state.oh.us/res.cfm?ID=129_SCR_4  

    
SR69 TRANSCANADA KEYSTONE COAST EXPANSION PROJECT (WAGONER M) To urge Congress 

to support the continued and increased importation of oil derived from Canadian oil sands and urge 
Congress to take the U.S. Secretary of State to approve the TransCanada Keystone Coast Expansion 
pipeline project. 

  Current Status:    9/27/2011 - REPORTED OUT AS AMENDED, Senate Energy & Public 
Utilities, (First Hearing) 

  More Information:    http://www.legislature.state.oh.us/res.cfm?ID=129_SR_69  
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ADMINISTRATIVE ACTIONS: Current Electric Proceedings

1. AEP-Ohio’s Electric Security Plan (“ESP”) Case No. 11-
346-EL-SSO et al.

As previously reported, on January 21, 2011, the Ohio Power
Company (“OP”) and Columbus Southern Power Company (“CSP”),
collectively “AEP-Ohio,” filed an application with the Public Utilities
Commission of Ohio (“PUCO”) seeking approval of a new standard
service offer (“SSO”) in the form of an electric security plan (“ESP”),
as distinguished from a market rate offer (“MRO”). The proposed term
of the new ESP was 29 months; from January 1, 2012 through May
31, 2014.

On September 7, 2011, AEP-Ohio as well as numerous intervening
parties, filed a settlement seeking approval of a 53-month ESP from
January 1, 2012 through May 31, 2016. However, the transition
period within the ESP ends on May 31, 2015, and AEP-Ohio will be
fully at market as of June 1, 2015. Any subsequent ESP filed by AEP-
Ohio would have to be filed no later than February 1, 2015 and would
take effect on June 1, 2016.

Because the settlement is not unanimous, there was a hearing in this
case that began on October 4, 2011 and just ended at the end of last
week. The parties will now brief the case in the next two weeks. It is
expected that the PUCO will issue a decision to finally resolve the
case before the end of this year.

2. AEP-Ohio’s Current ESP Remand Proceeding, Case
No. 08-917-EL-SSO et al.

On April 19, 2011, the Ohio Supreme Court issued an opinion on an
appeal of AEP-Ohio’s current ESP plan. The Court held that the
PUCO erred when it approved $457 million in provider of last resort
(“POLR”) charges without justification or evidentiary basis, and when it
approved $330 million for carrying costs on past environmental capital
investments.
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AEP-Ohio describes the POLR charge as the value of the optionality to shop for power
and return to AEP-Ohio at the fixed standard service offer price that AEP-Ohio provides
to customers. The PUCO approved the recovery of roughly $500 million in POLR
charges over the three years of the ESP (2009 – 2011). The Court held that while the
PUCO described the POLR charge as cost-based, this characterization lacked any
record support as there is no evidence suggesting that AEP’s POLR charge is related to
any costs it will incur. Additionally, the Court held that the PUCO erred in determining
that ESPs may include items not specifically authorized by statute; specifically, carrying
costs associated with environmental investments. On remand, the PUCO was to
determine whether any of the categories listed in the statute authorize recovery of
environmental carrying charges.

On May 4, 2011, the PUCO ordered AEP-Ohio to file new tariffs by May 11, 2011, that
remove the charges for POLR and EICCR as a result of the Ohio Supreme Court
decision. The removal of those charges would have reduced the amount ultimately
collected from customers by approximately $175 million. After several procedural
squabbles and several failed settlement attempts, the PUCO set the case for hearing.
Commissioners Lesser and Porter had to recuse themselves due to their participation in
the lower case.

The PUCO issued a decision on October 3, 2011 that addresses the issues raised as
follows:

EICCR:
The PUCO held that the environmental investment carrying charges have the effect of
providing certainty to both the Companies and customers as the EICCR compensates
AEP-Ohio for their investment in their generating plant and the environmental
investments that were and are necessary to continue operation of the generation units
and extend the useful lives of those facilities. Consequently, customers benefit from the
lower cost power that they receive as a result. The PUCO noted that the alternative to
the investments in generation assets would be increased use of purchased power to
serve the SSO load and the record reflects that this cost of the environmental
investments was below the market rate for purchased power at the time the PUCO
considered the ESP. Thus, the PUCO authorized AEP-Ohio’s collection of the carrying
costs on environmental investments through the EICCR.

POLR:
As initial matters, the PUCO clarified that AEP-Ohio's POLR rider should properly be
classified as a generation service rider and that a POLR charge could be authorized
under Ohio law. However, the PUCO held that AEP-Ohio asserted that POLR is a cost-
based charge but failed to provide any cost based justification. Accordingly, the PUCO
ordered AEP-Ohio to cease collection of the POLR as of November 1, 2011, through
the end of the ESP term (which is December 31, 2011). The PUCO also directed AEP-
Ohio to return the revenue collected through the POLR charge beginning on June 1,
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2011, by first reducing any fuel deferrals and then by a credit to customers. In a press
release, the PUCO stated that the impact of its decision is $78 million. However, AEP-
Ohio believes that the PUCO used 7/12ths of the full POLR amount to reach $78 million
when the PUCO should have used only 5/12ths of the POLR as it will cease collection
for two months and the PUCO only intended for AEP-Ohio to reduce the POLR down to
the level of the POLR charge in its ESP prior to the current plan and not eliminate it
altogether. AEP-Ohio has indicated that the real impact according to its interpretation of
the PUCO’s remand order is closer to $51 million.

On October 6, 2011, AEP-Ohio filed two sets of tariffs in response to the PUCO’s
remand order. The first set of tariffs reflected a reduction in the POLR charge to the
level in effect prior to the implementation of the current ESP. The alternate set reflected
the elimination of all POLR charges without conceding its right to file an application for
rehearing on this issue. IEU-Ohio, OCC and Ohio Partners for Affordable Energy filed
motions requesting the adoption of the alternate set. By order issued October 26, 2011,
the PUCO approved the alternate tariff that entirely removed all POLR charges to be
effective the first billing cycle in November 2011. The PUCO also directed AEP-Ohio to
calculate the amount of any refunds.

3. AEP-Ohio’s Distribution Rate Case, Case No. 11-351-EL-AIR et al.

AEP-Ohio filed an application for an increase in distribution rates on February 28, 2011.
This will be CSP’s first full-blown rate case since 1994 and OP’s first rate case since
1991. Although separate filings were made for CSP and OP the filings presume that
there is only one company and that the rate schedules of the two companies will be
merged.

As part of the agreement in the ESP settlement (but not specifically identified in the
stipulation document), this case is likely to be resolved by reducing AEP-Ohio’s
requested increase to zero but AEP-Ohio will implement the DIR. The DIR will allow
AEP-Ohio to recover a return on incremental distribution system investments incurred
since 2000 as AEP-Ohio has not had a distribution rate case to increase base
distribution rates since the early 1990s. For the period that this rider will be in effect
(from January 1, 2012 through May 31, 2015), AEP-Ohio will be allowed to recover
annual revenues of $86 million in 2012, $18 million in 2013, and $20 million in 2014 and
the first five months of 2015. The return on such distribution investments will be based
on a cost of debt of 5.34%, a cost of preferred stock of 4.40% and a return on common
equity of 10.50% (using a 47.06% debt, 0.19% preferred stock, and 52.75% common
equity capital structure).

The amounts recoverable through the DIR will be adjusted quarterly. Annual audits of
the charges sought to be recovered under the DIR will be conducted by an independent
auditor. Further, there will be no adjustment to AEP-Ohio’s base distribution rates prior
to June 1, 2015, except for any rate-decoupling mechanism recommended by a to-be-
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created advisory group. The costs associated with the DIR will be allocated to
customers as a percentage of their distribution revenue.

4. AEP-Ohio’s 2010 Significantly Excessive Earnings Test (“SEET”) Case
(Case No. 11-4571 -EL-UNC, et al.)

AEP-Ohio filed its annual filing to determine whether the operating companies [Ohio
Power (“OP”) and Columbus Southern Power (“CSP”)] had significantly excessive
earnings for 2010 on July 29, 2011. Through AEP-Ohio’s testimony, filed concurrently,
AEP-Ohio demonstrates that CSP’s return on equity (“ROE”) was 17.40% for 2010
while OP’s was 9.84%. AEP-Ohio’s expert witness, Dr. Makhija, determined that the
mean earned ROE during 2010, for publicly traded companies that faced comparable
business and financial risks as AEP-Ohio, was 11.48%. However, Dr. Makhija
determined that the level at which AEP-Ohio's earned ROE may become significantly in
excess of the average earned ROE of the comparable risk group of publicly traded
companies is 22.6%. In other words, AEP-Ohio is claiming that CSP’s ROE of 17.4% is
not significantly excessive as it is under 22.6%. The OMA Energy Group has
intervened and will participate in this case. We discussed this case at this week’s
OMAEG meeting and agreed that the OMAEG Board should authorize counsel to
intervene in this case.

5. Duke Energy Ohio Files New SSO Application (Case Nos. 11-3549-EL-SSO
et al.)

By way of background, Duke Energy Ohio (“Duke”) filed an application for approval of a
MRO on November 15, 2010. On February 24, 2011, the PUCO issued a detailed 77-
page Opinion and Order rejecting Duke’s MRO application based primarily upon Duke’s
failure to abide by the requirements in Ohio Revised Code Section 4928.142(D) and (E).
Both Duke and FirstEnergy Solutions (“FES”) filed applications for rehearing. On
May 4, 2011, the PUCO denied both applications for rehearing. Based upon the denial
of the applications for rehearing, Duke was left in the difficult position of either filing an
appeal with the Ohio Supreme Court or re-filing an amended SSO application.

On June 20, 2011, Duke chose to re-file its SSO application as an ESP. The
application sought approval of an approximately ten (10) year electric security plan
(“ESP”) that would take effect on December 31, 2011 at the expiration of Duke’s current
ESP. However, on September 16, 2011, Duke rolled out a new settlement proposal for
an ESP from January 1, 2012 through December 31, 2014. Essentially, the new
proposal would set the price for customers that do not elect to shop (“default” or “SSO”
service) using market prices for both energy and capacity (whereas the initial proposal
was to charge an above-market “cost-based” capacity rate and offset the cost with any
profit made on energy sales). However, under the new proposal, all customers would
have to pay Duke a fixed, nonbypassable “electric service stability charge” (“ESSC”).
Moreover, Duke would spin off its generating assets to an unregulated affiliate. On
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October 24, 2011, all parties to the case filed an unopposed settlement that resolves the
issues in this case. The settlement provides for the following:

 Term: From January 1, 2012 through May 31, 2015 (to align with the PJM
planning year). Duke’s next SSO application must be filed June 1, 2014. This
subsequent SSO will procure supply via a descending-clock format, competitive
bid process (CBP).

 Pricing: Beginning on January 1, 2012, Duke will procure all of its energy,
capacity, market-based transmission service, and market-based transmission
ancillary services requirements for its SSO load, for the duration of the ESP,
through a CBP. In other words, Duke will be on the FirstEnergy model. Duke will
collect the SSO generation rates through Rider RC (Retail Capacity) and Rider
RE (Retail Energy), which are fully bypassable for shopping customers. Also,
like AEP’s ESP, Duke’s ESP would include a demand charge and an energy
credit that will enhance the benefits for high load factor customers. Specifically,
for the term of the ESP, on a revenue neutral basis among all demand metered
customer classes, for customers served under Rates DS, DP, and TS, there will
be a non-bypassable demand charge of $8/kW per month and a non-bypassable
energy credit of $0.020961/kWh to produce net revenues of $0 for Rates DS, DP,
and TS as a group. The energy credit referred to in this paragraph is to be trued-
up quarterly to maintain net revenue neutrality. Additionally, the ESP includes an
interruptible credit for customers over 10 MWs. Customers are also permitted to
participate in PJM’s demand response programs.

 ESSC: For the calendar years 2012, 2013, and 2014 of the ESP, Duke will
recover annually, via a non-bypassable generation charge called the Electric
Service Stability Charge Rider (Rider ESSC), $110 million per year for a period of
three years commencing January 1, 2012, with the collection to be trued-up
annually and the total equal to $330 million.

 Generation Assets: Duke will transfer title, at net book value, to all of its
generation assets (operating and retired) to an unregulated affiliate on or before
December 31, 2014. Staff, or an independent auditor will audit the terms and
conditions of the transfer of the generation assets. This means that Duke will be
fully corporately separation such that the transmission and distribution assets of
Duke will continue to be held by the distribution utility and all of its generation
assets (operating and retired) shall be transferred to an affiliate.

 Shareholder Contributions: For calendar year 2012, Duke commits to a
$1,000,000 contribution to support economic development efforts in its service
territory. For each of the two remaining calendar years of the ESP, Duke agrees
to provide $1,000,000, annually, to support economic development efforts, if and
only if Duke’s return on equity (ROE) exceeds 10 percent for the prior calendar
year.
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Additionally, for calendar year 2012, Duke commits to a $100,000 contribution to
the Ohio Manufacturer Association (OMA) to support economic development and
energy efficiency initiatives among its members in Duke’s service territory.
Similarly, for each of the remaining two calendar years of the ESP, Duke agrees
to provide $100,000 annually only if its ROE exceeds 10 percent.

 PIPP Customers: For the term of this ESP, percentage of income payment plan
(PIPP) customers will remain retail generation customers of Duke but their retail
load and usage will be supplied by FirstEnergy Solutions at a 5 percent discount
to the overall average residential retail rate associated with the CBP.

6. Dayton Power and Light Merger with AES (Case No. 11-3002-EL-MER)
On April 19, 2011, the Dayton Power and Light Company (“DP&L”) filed an application
for PUCO approval of a merger with the AES Corporation. A settlement resolving
DP&L’s proposed merger with AES was filed on October 26, 2011. The OMAEG's
concerns with the proposed merger were largely related to ensuring that AES
wouldn't abandon the city and cease economic development efforts. The settlement
keeps DP&L intact for a longer period of time than initial proposed. The settlement also
allows parties to negotiate the next ESP freely. The parties who supported the
settlement, or agreed not to oppose, include the OMA Energy Group, Staff of the
PUCO, the Ohio Energy Group, Industrial Energy Users-Ohio, the Ohio Hospital
Association, the Ohio Partners for Affordable Energy, the City of Dayton, FirstEnergy
Solutions and DP&L. It is unlikely that there will be a hearing in this case. When the
PUCO issues a decision, we will provide a summary of the decision.

7. Universal Service Fund Case (Case No. 11-3223-EL-USF)
All customers pay the Universal Service Fund (“USF”) rider through their electric bills to
subsidize low income residential electric customers (the Percentage of Income Payment
Plan, or PIPP, is the equivalent on the natural gas side). The USF rider is a kilowatt
hour charge. However, it is a two-tiered rate to mitigate the contribution of larger users.
The second tier of the rates has not been increased for nearly a decade in spite of
increasing rates of the Ohio electric distribution utilities (“EDUs”).

On May 31, 2011, the Ohio Department of Development ("ODOD") filed its application
for approval of adjustments to the USF riders of all jurisdictional Ohio EDUs. In its
application, the ODOD states that it will propose to maintain the two-tiered rate design
for the next year. However, OCC, along with other low income advocates, have been
challenging the second tier of the USF rider rate design for years. OMA Energy Group
intervened in this case to maintain the two-tiered structure. On September 2, 2011, a
settlement was filed that maintains the two tiered rate structure for the next year. The
larger the customer’s usage, the greater the savings from the two-tiered rate.
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Other Items in the News:
As you may have heard, the Ohio Consumers’ Counsel Governing Board met this week
to set a timetable for hiring a replacement for Janine Migden-Ostrander, who stepped
down earlier this month. Board members agreed to start advertising for the OCC
position in newspapers, industry publications, and the state job website on
November 15, 2011 and set a tentative December 15, 2011 deadline for candidates to
submit applications. The second in command, Bruce Weston, is serving as interim
Consumers’ Counsel until a new one is selected.

Also, as expected, this week, the Board of Directors of American Electric Power (“AEP”)
elected Nicholas Akins Chief Executive Officer to replace Michael Morris, who is set to
retire November 11, 2011. Mr. Akins, who will retain the position of president he has
held since January. 1, 2011, was also elected to AEP’s Board of Directors. Mr. Morris,
who will be 65 years old on November 11, 2011, will continue to serve as Chairman of
the Board.

“This company has had more than a century of strong financial performance,
engineering and operational excellence and public policy leadership.” Mr. Akins said. “I
look forward to working with our talented management team as we build on these
characteristics to continue to provide quality service to our customers and an attractive
return to our investors.”
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POLICY OPTIONS TO ENCOURAGE GREATER DEPLOYMENT OF COMBINED HEAT AND POWER (CHP) AND 

WASTE ENERGY RECOVERY (WER) IN OHIO 

Respectfully Submitted by the Ohio Coalition for Combined Heat and Power: Advancing CHP and WER 
Technologies in Ohio 

OCTOBER 25, 2011 

 

 
The Ohio Coalition for Combined Heat and Power (OCCHP) makes the following recommendations to the 
Ohio General Assembly and the Kasich Administration, based on what it considers to be policy options 
that would increase Ohio’s tremendous opportunity for combined heat and power (CHP) and waste 
energy recovery (WER) projects in the state.  The following policy options would help reduce the primary 
barriers identified by a diverse, voluntary coalition formed over time through active stakeholder 
collaboration. The recommendations advanced in this document are the result of input from individual 
manufacturers, industrial and commercial electricity customers, technical experts, project developers 
and environmental policy advocates.   
 
REGARDING INDIVIDUAL COALITION MEMBERS’ POSITIONS ON POLICY RECOMMENDATIONS: During the coalition’s 
development of policy recommendations for legislative and executive consideration, a few partners 
within the coalition expressed their non-support for the coalition recommending any addition to or 
increase of any kind within the state’s Alternative Energy Resource Standards; and the position of the 
Ohio Manufacturers’ Association (OMA) and the Ohio Chemistry Technology Council (OCTC) remains so.  
Therefore, at this time the OMA and OCTC are not in a position to support the creation of new 
benchmarks or a standard offer/feed-in tariff for WER projects. 
  
However, the other coalition partners felt strongly to include this recommendation on account of other 
states having had success with this policy mechanism as a means of incentivizing CHP and WER as an 
equivalent energy resource without diminishing the implementation of other advanced and renewable 
resources.  These coalition partners – Recycled Energy Development (RED), General Electric (GE), and 
the Ohio Business Council for a Clean Economy (OBCCE)  – believe the option to be worthy of continued 
discussion with state policymakers and regulators.  Specifically, OBCCE is in a position to only support 
the first two policy options described below: defining WER as a renewable with an overall 
commensurate increase in the state’s Renewable Portfolio Standard and/or the creation of an annual 
benchmark for topping cycle CHP benchmarking within the Advanced Energy Resource Standard. 
Additionally, these partners recognize that public utility engagement on these particular policy options 
are crucial to their viability.  
 
Therefore, the coalition partners named in this document, while highly supportive of increasing CHP and 
WER opportunities in Ohio, do not constitute an automatic endorsement of all coalition 
recommendations herein. 
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To increase deployment of this clean energy resource in Ohio, the Kasich Administration and the Ohio 
General Assembly should consider: 
 

I. DEFINE WASTE ENERGY RECOVERY (WER) AS A RENEWABLE RESOURCE AND CREATE A TOPPING CYCLE CHP 

ANNUAL BENCHMARKING MECHANISM WITHIN THE ADVANCED ENERGY RESOURCE STANDARD OF OHIO’S CLEAN 

ENERGY LAW. 
 

a. Identify WER in the Renewable Portfolio Standard (RPS) while increasing the standard 
commensurate with the opportunity for WER in Ohio.  Without burning any incremental 
fuel or emitting any additional pollution, WER utilizes industrial by-products – heat, flare 
gas, or pressure drop – to generate clean electricity and sometimes thermal energy.  
Waste Heat Recovery (WHR) is the primary form of WER.  Similar to other renewable 
sources, generating electricity from waste energy is a use-it-or-lose-it source of emission-
free power.  WER projects provide base-load, fuel-free power, allowing manufacturers 
and industries to increase their productivity, while simultaneously offering more options 
for electric utilities to meet clean energy standards.  
 

b. Create annual benchmarks for Topping Cycle CHP within the Advanced Energy Resource 
Standard (AERS).  This policy approach would assist in creating a market for efficient CHP.  
Additionally, this policy would provide Ohio utilities with more options to meet the clean 
energy standards while providing Ohio commercial and industrial customers with reduced 
energy costs, higher productivity, more reliable power and overall lower state carbon 
emissions. The policy should be designed to give more efficient CHP technologies more 
credit towards compliance. 

 
  

II. STANDARD OFFER/FEED-IN TARIFF 
A standard offer, sometimes referred to as a CLEAN contract or feed-in tariff is an effective regulatory 
approach to unleash private-sector investment in Ohio’s electric and industrial sectors.  A Clean Energy 
Standard Offer Program (CESOP), similar to an initiative in Ontario, would offer long-term contracts for 
clean electricity at prices equal to or below the cost utilities face to build new centralized power stations 
and related transmission wires.  An Ohio CESOP would provide a low-cost means to obtain base-load 
and clean electricity.    
 
 
III. FINANCING OPTIONS  

Access to low-interest loans would spur the development of efficient CHP and clean WER as well as 
stimulate private-sector investment in Ohio’s industrial base. Such loans would provide developers and 
manufacturers more flexibility and incentive to invest in industrial productivity.  The financing program 
could be integrated into existing state resources of Ohio Air Quality Development Authority (OAQDA) or 
similar office or agency that understands industrial energy projects and has the expertise to administer a 
loan program.  With minimal budget impact, the state can expand its ability to provide access to low-
cost capital, specifically for the deployment of CHP and WER, thereby increasing the competiveness of 
industrials and creating and retaining jobs.   
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IV. CHP AS FIRST OPTION CONSIDERED IN NEW GENERATION CAPACITY BUILDING 

Currently in Ohio, there is no requirement on utilities to undergo long-term resource planning for their 
generation capacity.  This policy option would require that when utilities propose constructing new 
generation facilities that consider and price the option of utilizing customer-sited CHP or WER.  
Regardless of their status under the state’s Electric Security Plan or a Market Rate Option, this policy 
would create a CHP development opportunity with their commercial and industrial customers in which 
excess power is sold to the grid and cost-effective, low-emission generation is prioritized. This option 
could be easily coupled with the standard offer/feed-in-tariff option. 
 
 
PARTICIPATING MEMBERS OF THE OHIO COALITION FOR COMBINED HEAT AND POWER: 
 
Representing Manufacturing and CHP/WER Vendors: 

 Ohio Manufacturers’ Association (OMA) 

 General Electric (GE) 

 Ohio Chemistry Technology Council (OCTC) 

 Ohio Business Council for a Clean Economy (OBCCE) 
 
Representing Developers and Technical Experts: 

 Recycled Energy Development (RED) 

 United States Department of Energy (USDOE), Midwest Clean Energy Application Center 
 
Representing Environmental Policy Experts and Advocates: 

 Ohio Environmental Council (OEC) 

 Natural Resources Defense Council (NRDC) 

 Policy Matters Ohio (PMO) 

 Environmental Law and Policy Center (ELPC) 
 
 
For more information on barriers, stakeholder engagement and Ohio’s tremendous potential for CHP 
and WER, visit: www.midwestcleanenergycenter.org/ohiochp 
 
 

Page 30

http://www.midwestcleanenergycenter.org/ohiochp


Dear [member name]:

The OMA has developed an electric procurement program to help our members 
obtain the best price on electric generation using the strength of our group buying 
power.

After diligently researching competitive electricity pricing options, we have 
negotiated a statewide offering.

The OMA is pleased to offer the new OMA Electric Savings Pool powered by 
FirstEnergy Solutions.

•  Large commercial customers: For members who have an average electric  
bill greater than $5,000 per month, FirstEnergy Solutions will provide you  
with a customized savings analysis and special program pricing.
The process is easy. All you need is a copy of your recent electric bill. Simply 
go online to fes.com/oma, click on your electric company and complete a Letter 
of Authorization (LOA). Your most recent electric bill will have the information 
needed to complete the LOA. A FirstEnergy Solutions account manager will 
contact you with your special program price.

•  Small/medium commercial customers: For members whose electric bill  
is usually less than $5,000 per month, we have negotiated the best prices 
available to small-to-medium sized manufacturers in Ohio.
To enroll, simply go online to fes.com/oma, or complete the enclosed 
enrollment form and return it with a copy of your electric bill. FirstEnergy 
Solutions will then send you a letter confirming your successful enrollment.

This is a limited time offer!

Please respond quickly. The OMA Electric Savings Pool will end once this 
discounted power is fully subscribed or on December 1, 2011, whichever  
occurs first.

If you have any questions about this program, please call 1-877-825-6174.

 Sincerely,
 

November XX, 2011

OMA 
Electric
Savings 
Pool
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Kevin Schmidt: Impact of regulations is costly | The Columbus Dispatch Page 2 of 4 

Impact of regulations is costly 

   

Where environmental regulations are concerned, manufacturers, like all businesses, have several 

critical needs. We need clarity, predictability and consistency. We need policies that reflect scientific 

consensus and common-sense enforcement. And we need careful cost-benefit analysis as part of the 

policymaking process. 

At the same time, manufacturers understand that fair and reasonable environmental regulations that 

address our critical needs must be balanced with responsible stewardship of our natural resources 

and concern for human health. 

Unfortunately, the U.S. Environmental Agency is in the process of implementing a number of costly 

emission-control regulations that threaten to upset that delicate balance — putting jobs at risk and 

driving up the cost of business at a time when our nation is struggling to recover from one of the 

worst economic downturns in history. 

Among the most troublesome — and imminent — regulations being advanced by EPA are Utility 

MACT (Maximum Achievable Control Technology) and the Cross-State Air Pollution Rule (CSAPR). 

Both target coal-fired electricity generation plants. Utility MACT would establish a new standard for 

the electric-utility industry’s emissions of certain hazardous air pollutants, while CSAPR requires 

utilities to reduce power-plant emissions that contribute to ozone and fine-particle pollution in other 

states. 

The problem is not just that these regulations are overreaching and costly. Another major cause for 

concern is that the EPA’s regulatory process does not include a thorough, rigorous evaluation of the 

possible cumulative economic impacts: job losses, higher energy costs and threats to electricity 

system reliability. 
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National Economic Research Associates, a firm that evaluates economic impacts for government 

agencies, associations and businesses, in a preliminary analysis for the American Coalition for Clean 

Coal Electricity projects that Utility MACT and CSAPR will result in 1.4 million lost jobs nationally 

over the next nine years, including 53,500 jobs in Ohio. And that’s net job losses, because the 

research takes into account jobs created by the two new rules as well those that will be lost. 

Additionally, according to NERA, utilities’ compliance costs for the two regulations would total $17 

billion annually and electricity costs in Ohio would increase by about 13 percent. 

Failure to adequately evaluate the cumulative economic impact of new regulations is only part of the 

problem. The EPA only looks at the new rules in isolation, rather than considering that the 

pancaking of these rules will make compliance costs unnecessarily higher. Furthermore, the agency 

requires compliance with some of these regulations within three years, a deadline that is often 

unrealistic or impossible to meet. 

We all want cleaner air and water. Manufacturers have invested billions of dollars in environmental-

control technologies and more efficient processes. These investments have significantly reduced 

emissions and improved air quality in our state. We all also want a brighter economic future for all 

Ohioans. The fact is, we can have both a healthier environment and a stronger economy with the 

sound public policies and prudent business investments that will be fostered by balanced 

regulations. 

The EPA’s failure to rigorously review the cumulative impact of Utility MACT and CSAPR regulations 

prompted the U.S. House of Representatives to pass legislation earlier this month that would require 

the agency to slow down and conduct just such an analysis. That’s good news for Ohio manufacturers 

and for Ohioans. Now it’s time for the U.S. Senate to take similar action. 

Ohio manufacturers, businesses and families are depending on our leaders in Washington to take 

common-sense action on this critical policy front. 

Kevin Schmidt is director of public policy services for the Ohio Manufacturers’ Association.  
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Natural Gas Update 

OMA Energy Committee  
 

Kurt Waninger 
NiSource 

November 2, 2011 
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Agenda 

 

• Weather 
– National 

– NiSource 

– Columbia Gas of Ohio Degree Days 

• National Storage 

• Gas Prices 
– NYMEX Prompt Month History 

– NYMEX Gas Futures 

• Drilling Rig Counts 

• Pricing / Supply Summary  
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Summer Temperatures 

Eastern Third  

of US Warmer &  

Much Warmer than Normal 

Record Heat in Texas 
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NiSource LDC Degree Days  
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Degree Day Comparison 
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Summary 
Working gas in storage was 3,716 Bcf as of Friday, October 21, 2011, according to EIA estimates. This represents 
a net increase of 92 Bcf from the previous week. Stocks were 28 Bcf less than last year at this time and 158 Bcf 
above the 5-year average of 3,558 Bcf. In the East Region, stocks were 25 Bcf above the 5-year average following 
net injections of 44 Bcf. Stocks in the Producing Region were 114 Bcf above the 5-year average of 1,067 Bcf after 
a net injection of 41 Bcf. Stocks in the West Region were 19 Bcf above the 5-year average after a net addition of 7 
Bcf. At 3,716 Bcf, total working gas is within the 5-year historical range.  
 
 

  
Note: The shaded area indicates the range between the historical minimum and maximum values 
for the weekly series from 2006 through 2010.  
Source: Form EIA-912, "Weekly Underground Natural Gas Storage Report." The dashed vertical 
lines indicate current and year-ago weekly periods.  
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Growth in Marcellus Deliveries   
 

3 BCF/Day increase  

over three years 
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Hurricane Season 2011  

 

 
 

Through 9-30-2011 
there have been 16 
named storms (4 
Hurricanes) 
Tropical Storm Arlene 
Tropical Storm Bret  
Tropical Storm Cindy  
Tropical Storm Don 
Tropical Storm Emily 
Tropical Storm 
Franklin 
Tropical Storm Gert 
Tropical Storm Harvey 
Hurricane Irene 
Tropical Storm Jose 
Hurricane Katia 
Tropical Storm Lee 
Hurricane Maria 
Tropical Storm Nate 
Hurricane Ophelia 
Tropical Stm Philippe 
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Historic Gas Market Prices   
 Year on Year Prompt Month Prices 

Now 

2008 Recession 
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Natural Gas Future’s Market Prices 

NYMEX Forward Curve November 2011 – March 2014 

Page 45



Total Rigs 2021 on 28-OCT-2011 

Up 8 or 0.4% compared to last week 

Up 349 or 20.9% year-over-year 
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Summary of Fundamentals Impacting Price 

Mixed Fundamentals 

• Slightly improving industrial / commercial demand 

• Large new supplies continue to come on line 

• Above Normal Hurricane Season: But Atlantic Based 

 

Resulting In 

• Relatively low gas prices, slightly lower than last year 

• Storage slightly behind last year, but ahead of average 

• Technically more risk for upward potential on prices 
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