The Enquirer
January 17, 2006 
Windmill parts in big demand

BY MIKE BOYER | ENQUIRER STAFF WRITER
Local machine companies catch the wave
A resurgence in the U.S. market for wind turbines is giving a lift to a couple of longtime Greater Cincinnati manufacturers.
 Magna Machine Co., a 50-plus-year-old metal cutting shop in Forest Park, and Cast-Fab Technologies, an almost century-old metal foundry in Oakley, are seeing significant increases in business from windmill makers rushing to find vendors to supply components.
 A combination of higher energy prices and a three-year extension of federal tax credits for wind-turbine installations is driving U.S. wind-turbine production to record highs, said Godfrey Chua, director of research for Emerging Energy Research of Cambridge, Mass.
 Last year, an estimated 2,400 megawatts of new wind-turbine capacity was installed in the United States, topping the previous record of 1,700 megawatts in 2001, he said.
 This year, 3,400 megawatts is expected to be installed, he said. Unlike old-fashioned farm windmills, wind turbines are assembled into "wind farms," collections of turbines placed in open fields, or in some cases offshore on abandoned drilling rigs, to supplement electricity generated by coal, gas and oil and delivered to homes and businesses via a distribution network.
 With the rising cost of oil and natural gas, alternative energy sources such as wind turbines and solar-powered cells that were considered too expensive are suddenly more affordable.
 The increase in generation capacity is spurring demand for casting makers and other vendors to supply components, Chua said.
 Magna, which specializes in milling, drilling and boring parts weighing up to 80,000 pounds, has won a multimillion-dollar contract, the largest in its history, to machine a number of components for massive 2.5-megawatt wind turbines designed by a West Coast windmill manufacturer.
These three-blade turbines can generate enough electricity to power up to 1,000 homes. They weigh more than 100 tons and sit 250 feet in the air.
 Magna's initial $2.7 million order includes finishing up to 100 37,000-pound hubs - 10-foot-tall ductile iron domes that hold the fiberglass windmill blades - as well as other large and small components. Magna says a confidentiality agreement prevents it from disclosing the purchaser.
 Developing a specialty
 Cast-Fab, which was the first foundry in the world to cast a ductile iron hub on the first try several years ago for Enron's wind-power company, is providing ductile iron castings to several wind-turbine makers.
 The wind-power work "could be as much as 20 or 25 percent of our business this year," said Ross Bushman, president and COO of Cast-Fab, which employs 310 and has annual revenues of about $52 million.
 "We see it as a solid growth segment for us," he said.
 Chua, whose firm earlier this month published a study on the North American wind-turbine market, said the Energy Policy Act, signed into law last summer by President Bush, assures continuity of a federal energy tax credit that has whipsawed the wind-turbine market for several years.
 The law extends the tax credit for wind-power production, pegged at 1.9 cents a kilowatt hour, through the end of 2007.
 In years past, he said the credit has been passed one year and allowed to expire the next, causing a boom-bust cycle in the market. Generally speaking, Chua said, when wholesale natural gas prices rise above $7-$8 a million BTUs, wind power with the aid of the production tax credits becomes a financially viable alternative.
 Since the hurricanes in the Gulf of Mexico disrupted supplies in September, wholesale natural gas prices have generally been above that level, briefly hitting $15 a million BTUs last month.
 The extension of the credit through 2007 and investments such as those from a unit of Florida utility holding company FPL Inc. and Goldman Sachs are putting new wind in the industry's sails, Chua said.
 It's also fueled a building boom by turbine makers. Chua said at least three different manufacturers have established operations in the United States in the last year.
 Thinking big
 Magna Machine, owned by the Kramer family, which also owns General Tool Co. in Reading, specializes in machining large metal parts such as the turbine hubs.
 "It keeps us busy, even in (business) downturns," said Paul Kramer, Magna vice president and CFO, whose son, Scott, is Magna's president.
 Since moving to Forest Park in 1985, the company has expanded its Southland Road building six times to 80,000 square feet.
 The rebound in capital spending by manufacturers has helped spur Magna's business the last couple of years. Sales are $15 million, and employment has increased from 75 to 100 as a result.
 Originally, much of the company's work was repair and maintenance for paper mills and chemical plants, but over the years as its equipment and services have expanded, the majority of its work is supplying components and parts for original equipment makers.
 Paul Kramer said the company's philosophy is to continue investing in the business in good times and bad.
 Because the huge wind turbines are designed to operate year-round from subzero winter to summer's heat, many of the metal parts are made of ductile iron, a stronger but more pliable metal that can withstand temperature extremes.
 Casting expertise
 Cast-Fab, which was spun off in the late 1980s from Milacron Inc.'s former machine-tool business, has developed an expertise casting ductile iron.
 "It's probably the toughest thing we do," said Bushman, who adds that ductile iron work probably represents 70 percent of its business.
 Cast-Fab is casting about 15 different components for the same turbine maker that Magna is doing machining work for and is bidding on work from other turbine makers as well, Bushman said.
 In fact, Magna Machine got its turbine contract thanks to Cast-Fab.
 "(The turbine maker) was looking for machining capability, and we referred them to Magna," Bushman said. "We think it's key to keep as much machining work as possible in Cincinnati."
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