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Oil & Gas in Ohio 

 Ohio well spot map shows significant development in three 

of four Ohio quadrants.  

 And, while geology dictates that eastern Ohio is dominant, 

in modern times wells have been drilled in 79 of 88 

counties. 

 

2 



Technology & Source Rocks 

 

Prior to the late 1990s these shales were thought of principally as the source of oil 

and gas that would then migrate slowly over time into “conventional” reservoirs. 



Utica  

 



Ohio Play and Acreage Positions 
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Utica-Point Pleasant Activity 

Map 

Permit information from the Division 

 of Oil & Gas Resources Management 12-2-11 



The Answer 



The Answer 

Ohioans saved billions of 

dollars due to lower 

natural gas prices from 

increased production. 



The Answer 

Ohioans saved 

billions of dollars due 

to increased US oil 

production. 
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Crude Oil and Natural Gas Prices Have Diverged - IHS 

 

Does it make a difference? 



What’s In It for Ohio? 

• Possibly 5 billion barrels of oil and 15 trillion cubic feet of 

gas 

• Natural gas trading at deep discount of 40:1 

• Ohioans saving billions in energy costs 

• 200,000 jobs 

• $34 billion in investment 

• Eastern Ohio economic rejuvenation 

• To Date: $2.75 billion industrial investment (excluding 

leasing, royalties and operations) 

• Expansion of Proven Reserves – and that matters 



What Proven Reserves May Produce 

 



S.B. 165 – Three Major Components 
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Funding  

Urban Drilling 

Ohio Response 



Taxes Paid by Oil and Gas Producers in Ohio 

• Income 

 Personal and corporate (Subchapter S) 

• Commercial Activity (CAT) 

 0.26% of gross receipts 

• Sales  

• Ad Valorem 

• Severance 

• Fuel Use 



Natural Gas Well Costs 



How Do Oil and Gas Profits Compare  

to Other Industries? 

 
                                                                                                    Source:  American Petroleum Institute 

(API) 



Projected Increase in Tax Revenue from  

Utica Shale Production 

Kleinhenz & Associates analyzed expected tax 

revenue from oil and gas production in the Utica 

shale formation in Ohio and estimated the 

potential increase at the current tax rates. 

 

Conclusion: Utica shale development is 

projected to result in a $1.05 billion increase in 

tax revenue for state and local governments 

beginning in 2015. 

 

•$32 million from additional severance taxes will 

fund the state’s oil and gas regulatory agency 

 

•$638 million in additional CAT, income and sales 

taxes will go to Ohio’s general fund 

 

•$129 million will flow to local governments; $50 

million to their general funds 

 

•$255 million in additional income-tax revenue will 

go to municipalities’ general funds 



Severance Tax 

• Previously, operators paid a severance tax of 10 cents per 

barrel of oil or 2.5 cents per thousand cubic feet (MCF) of 

natural gas produced by a well  

 

• Under Senate Bill 165, operators are now charged              

20 cents per barrel of oil and 3 cents MCF of natural gas 

through a regulatory, cost-recovery assessment that 

operates like the severance tax (Ohio Revised Code 

Section 1509.50) 

 



Ohio’s Severance Tax Compared to 

Neighboring States 



Correlation Between Drilling Activity and  

Severance Tax in MI, PA and WV 

Source: Baker Hughes 



Arkansas Drilling Activity Before and After 

Severance Tax  

                                                                                                                                               Source: Baker-Hughes 



Texas Severance Tax 

                                                                                                     Source: 

http://www.rrc.state.tx.us/programs/og/severancetax.php 



CAT vs. Proposed Severance Tax 



Impact of Increased Severance Tax 

• With an average profit margin of 

only 6-7% — an additional 1% tax 

on gross receipts (severance tax) = 

10% income tax increase 

 

• Severance tax is paid despite the 

profitability of a well 

 

• Damage the state’s competitive 

advantage, resulting in companies 

taking business to other states or 

abroad 

 

• Reduction in drilling activity would 

result in increased energy costs, 

decreased tax revenue and loss of 

job opportunities for all Ohioans 

 



Ohio can have an income-tax decrease            

without jeopardizing investment 

The Kleinhenz study estimates tax revenue will be $1.05 

billion beginning in the year 2015 under the existing tax 

structure. The Kasich administration’s proposed severance-

tax increase might generate more than $500 million at some 

future date. 

 

Best Solution for Ohioans: 

Use increased revenue generated under the existing tax 

system to fund income-tax cuts greater than those 

offered by the Kasich administration without risking 

Ohio’s economic opportunity. 

 

 


