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Explanation or reason for introduction of bill/resolution:

Relating to authority of the industrial commission to provide matching grants for applied
research at North Dakota higher education institutions to increase the recovery rate or
percentage share of oil recovered from geologic formations in North Dakota; and to provide
an appropriation

Minutes: Testimony Attached

Chairman Lyson opened the hearing on SB 2144,

Senator Grindberg, District 41, introduced the bill. Last fall he spoke to the team at NDSU
and Dr. Alfred Joseph who is an expert in this field. There is potential for extracting more oil
from the ground. That discussion led to this idea. The Industrial Commission is the proper
place for this project. He introduced Dr. Phillip Boudjouk, VP for Research at NDSU.

Senator Uglem: Do we have more than one company interested in this grant system at this
time?

Senator Grindberg: | understand that we are in the first step of this. Dr Joseph could
answer that.

Senator Triplett: Page 2, lines 3-8, do you think we need that section concerning
confidentiality? Isn't that already covered in statute?

Senator Grindberg: The intent was just to reinforce it.
Senator Schneider; Would this aliow for collaboration between the 2 universities?
Senator Grindberg: | believe that potential could exist.

Dr. Philip Boudjouk, VP for Research at NDSU. NDSU has been working on a program
called the micro sensor systems program. In cooperation with Crane Wireless out of Seattle
and Killdeer Manufacturing in ND they have developed man in motion sensors. These have
been used in Afghanistan, Iraq, the US/Mexican border, and in Jordan, and in other places
not yet published. NDSU is into small things in a big way; they are interested in
miniaturizing everything. We have developed these sensors to gather data, then to feed it
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into a computer where the data can be analyzed. We have the technology for use on
aircraft and naval vessels already. We now need to develop the technology to use them
underground at high temperatures and high pressures. There are some promising leads in
this technology. NDSU is the sole robotics technology licensee with the Symyx Corporation.
They are going for real time down-hole imaging of oil wells. We have an already funded
computer center. The computer center is funded by the Dept. of Energy, and will hire a
director soon. This computer center collects “a Mount Everest of data” every day, and
evaluates it, and makes it permanently accessible and useful. Based on hard data coming
out of the ground, you can know as you are drilling what you are coming up on. This is an
area where NDSU can establish a beachhead in technology. With this precise data, you
can be much more productive by reducing the number of failed drillings and increasing the
yield coming out of the ground. Right now you are basically drilling blind. Even a 1%
increase in yield has phenomenal economic consequences. It was a surprise to find the
military project had underground relevance. It was Dr. Al Joseph and his team that made
that connection. )

Dr Al Joseph: He shared his background in imaging. It used to be GE and Westinghouse
that were leading in technology. Now it is Intel, they have taken over because of innovation.
What he is presenting today will have a huge impact on the whole country.

Dr Al Joseph gave a power point presentation. See Attachment #1. Audio23:30-53:00.
Companies are drilling for easy oil and abandoning the well as soon as it is not easy oil,
leaving most of the oil behind. The environment below the surface is very hostile, high
pressure, high temperatures, water, acid, salt, etc. All is very unstable. There is no way to
get oil out and leave everything else. It just isn’t going to happen. Any time there is an
action on our part, there is a reaction and they can’t predict what it will be. Today's
technology forces you to be reactionary; with this new technology, you can be proactive.
We need to be careful not to make the same mistakes that Texas has made.

Senator Triplett: We can see that this is a good idea, but would you tell us why the
legislature should put money into it? Why do you not sell it to the oil companies and have
them finance it?

Dr Al Joseph: The reason the oil companies have not come up with it is that they are
driven by profit. We will eventually be going to oil companies and to the federal
government. When we start productizing it, that is the time to do it. This is not the stage at
which you can bring in investors.

Chairman Lyson: Can you get to what you do to make us see what is under there?

Dr Al Joseph: Why at NDSU? It is the only entity that can take it forward. There is
nowhere else in the country that has all the pieces to do it. Industry gives you averages.
This gives you exactly how many molecules there are of everything. No one has ever done
that before. Roy Long, Dept. of Energy, said without this technology we are not going to get
very much out of the Bakken field. The vision we have is: This could be the Silicon Valley of
Energy here in ND. In the MSS program the sensors all talk to each other. They work as a
symphony. You can take all information and predict what will happen. Let's not be
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reactionary, let’'s be proactive, get all of the oil and safeguard the environment while we are
doing it.

Raymond Madden, a well doctor from Odessa,Texas. They fix wells that are broke. They
may have 40 possibilities of what is wrong and bring them down to 2 or 3, then take a
guess. This technology will help with that. NDSU will develop it, and then market it.
Companies will want to do research; they will become customers. As long as the industry
can go after the low hanging fruit, that is what they are going to do. There will come a time
to involve others but this is not that time. We need a facility to simulate down-hole
conditions to test the technologies.

Dr Al Joseph: There will be 3 divisions of the company: one in San Jose, one in Dallas,
and one on NDSU campus. We have to get beyond 8% of the oil out. | am recommending
we work together as a team. What can we get from Federal, from State? :

Neutral Testimony: Ed Murphy, ND Geological Survey, presented neutral written
testimony on behalf of Lynn Helms. See Attachment #2. Looking at the Bakken, we feel
there is 169 billion barrels of oil, even a 1% increase in production would be an additional
1.68 billion barrels.

Senator Triplett: North Dakota already has an Qil and Gas Research Council. The
applications are processed through the Industrial Commission. | think we are funding that
for 8 miillion dollars in the current biennium.

Ed Murphy: 4 million in the current biennium.

Senator Triplett: | object to the state legislature micromanaging these agencies. | don't
understand the need for this bill. If we want to do more research, why would we not simply
increase the appropriation to the Oil and Gas Research Council and let this kind of
presentation be made to the Industrial Commission which has the expertise for making
decisions. Why would you come to this committee which doesn’t have the expertise to
decide between this project and some other project and ask us to put our stamp on one
project? Would this project work through the system that’s already there if there was more
money in place to fund it?

Ed Murphy: | would assume this project would come before the Qil and Gas Research
Council next biennium.

Senator Triplett asked Senator Grindberg the same question she just asked Ed Murphy.

Senator Grindberg: That would be a probable route. | felt this was worthy of a legislative
hearing because the oil and gas industry is exploding in our state.

Chairman Lyson: Closed the hearing on SB 2144.
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Explanation or reason for introduction of bill/resolution:

Minutes: No Attachments

Chairman Lyson opened the discussion on SB 2144.

Senator Triplett: | would suggest that we change the biil to increase the appropriation to
the Oil and Gas Research Fund and let the Industrial Commission make the decision on
which projects they ought to finance, or we should kill the bill.

Senator Hogue: I'm in support of killing the bill. | think this is a branching off of the Centers
of Excellence Program. | don’t see the need for this legislation.

Senator Triplett: What is the appropriation for the Oil and Gas Research Council within the
Industrial Commission’s budget? It was 4 million in the last biennium and it was my opinion
last time that we should have increased it to 8 or 10 million dollars. | wouldn’t mind using
this as a vehicle to increase their appropriation but if it is already being requested
somewhere else | will let it go.

Chairman Lyson: One of the things that bothered me was sticking more money into NDSU
and though | like to see our colleges do that, this one bothered me.

Senator Triplett: It is not up to us to earmark it. Others can make a more informed
decision on this.

Senator Ugtem: I'm kind of torn; are we doing work for private industry or are we
cooperating with private industry to get work done? I'm not sure if we are in a good position
to define that.

There was discussion about how do you make these decisions? We are already funding
the Centers of Excellence Program and it could be done through that program.

Senator Hogue: Do Not Pass Motion
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Senator Triplett: Second
Roll Call Vote: 5-2-0

Carrier: Senator Hogue



Date: &~ 3— 1
Roll Call Vote # |

2011 SENATE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO.

Senate Natural Resources Committee

Legislative Council Amendment Number

Action Taken: [] Do Pass ELDO Not Pass [ ] Amended [ 1 Adopt Amendment

[} Rerefer to Appropriations [ ] Reconsider

Motion Made By \/Aa'c’{/mg i Seconded By ‘W
1 {

Senators No Senators Yes | No

Chairman Lyson Senator Schneider v’

Vice-Chair Hogue Senator Triplett V'

Senator Burckhard

NN N E

Senator Freborg v’

Senator Uglem

\

Total  (Yes) _5// No 4

Absent O

Floor Assignment _‘Z‘#ﬁ&/

If the vote is on an amendment, briefly indicate intent:




Com Standing Committee Report Module ID: s_stcomrep_22_010
February 3, 2011 4:15pm Carrier: Hogue

REPORT OF STANDING COMMITTEE
SB 2144: Natural Resources Committee {Sen. Lyson, Chairman) recommends DO NOT
PASS (5 YEAS, 2 NAYS, 0 ABSENT AND NOT VOTING). SB 2144 was placed on
the Eleventh order on the calendar.

(1) DESK (3) COMMITTEE Page 1 s_stcomrep_22_010
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North Dakota Geological Survey

Edward C. Murphy - State Geologist
Department of Mineral Resources
Lynn D. Helms - Director

North Dakota Industrial Commission
https://www.dmr.nd.gov/ndgs/

Senate Bill No. 2144

TESTIMONY BEFORE THE
SENATE NATURAL RESOURCES COMMITTEE

Ed Murphy
January 27, 2011

Bakken Emil

|

eh b '

¢

ORIGINAL OIL IN PLACE EXPECTED ULTIMATE RECOVERY

Bakken Fm. 149 billion barrels PR :
Bakken Fm. Three Forks Fm,
2.1 hillion barrels ! 1.9 billion barrels

88%

ND DEPT OF MINERAL RESOCURCE’S BAKKEN (BAKKEN) SOURCE SYSTEM ASSESMENT (2008)
Original Oil in Place = 149 billion barrels

ND DEPT OF MINERAL RESOURCE’S BAKKEN (THREE FORKS) SOURCE SYSTEM ASSESMENT (2010)
Original Oil in Place = 20 billion barrels

. TOTAL BAKKEN SOURCE SYSTEM ASSESMENT (2010)
Original Oil in Place = 169 billion barrels

600 E Boulevard Ave - Dept 405, Bismarck, North Dakota 58505-0840 Phone (701)328-8000 ax (701)328-8010



