Summary of comments received from HSA Notice and Public Comment Period

Name
13 respondents

Affiliation
2 Individuals
11 Private Industry

5 Non-Refiners
4 Refiners
1 End-User

1 Association

Tolling
10 comments

Auctions
8 comments

Pricing
6 comments

Other Concerns
7 comments

Michael Molinini
Airgas

Private Industry
Non-Refiner

Greater transparency: refiners
should certify demands on
capacity

Incentives: Set aside for higher
sales to refiners based on
tolling

Established tolling agreement
forms and pricing

Define tolling requirements
before bidding; simplicity

Established priorities (In-kind;
purchases in 01/2014 sale and
auctions; helium in storage
prior to HSA)

Format used for January IFO
sales good starting point

Each qualified bidder certify
how much previously acquired
was subsequently exported
Provide info on how and when
successful bidders would be
able to access

If refiner has voluntarily
reduced refining capacity,
amount of helium entitled to
purchase should be adjusted
If price-driven auction, should
break down into a series of
smaller auctions, complete
transparency re identity and
amounts paid, limits on amount
of helium purchased by any
one bidder.

Transparency — Make
public the price
recommendations and
disaggregated data;
make public all
information regarding
tolling services

Reliability of supply in a
primary concern

David Joyner
Air Liquide

Private Industry
Non-Refiner

No refiner has responded to
requests for tolling at
commercially reasonable rates
Existing agreements cannot
interfere with obligation to make
“timely delivery” of helium

BLM should implement a
“posted” price for Open
Market and In-Kind crude
helium so that end-users
are not harmed by price
fluctuations.




acquired by non-refiners after
enactment. For BLM to accept
that any existing agreement
prevents allocating delivery
volume to non-refinery
purchasers is a direct violation
of the Act.

Incentives for refiners to toll;
similar format already in place

for MOU/In-Kind sales program.

BLM-published Refiner
Estimated Excess Capacity
data is distorted. The
methodology for determining
the reported excess refining
capacity is/should be well
defined and include all refining
capacity that is available. BLM
should reissue request for data
on capacity with a defined
consistent method of
determining total refining
capacity and excess refining
capacity, as well as issue clear
guidance to be sure that
distortions do not take place.
BLM must develop clear
guidance to stakeholders on
what are considered
“commercially reasonable”
tolling prices.

Walter Nelson
Air Products and
Chemicals, Inc.

Private Industry
Refiner

Proposed a definition for
“excess capacity”: that refining
capacity that is currently
operational and not
contractually committed for
either 1) production of helium
for Air Products’ customers, 2)
production of helium from
suppliers or 3) tolling of helium

e Follow FIFO rules for redelivery

of helium from storage, then
proceed with Phase B Auction
Implementation

o New regulations must establish

the rules for determining priority
of helium delivery from
inventory in storage.

e Hold at least one additional IFO

o Until the helium
inventory already
sitting in storage has
been re-delivered, we
see no reason for a
substantive change in
the re-delivery
methodology. The
helium must be




for third parties (all “Committed
Volumes”).

¢ Vigorously oppose any attempt
by the BLM to mandate a price
at which tolling services should
be offered.

during FY 14 — was the basis of
internal budgeting and
forecasting

delivered to the
purchasers in a fair
and equitable manner
consistent with US
GAAP inventory
accounting practices.
¢ Sanctity of contracts
with BLM that allow for
long-term contracts
with end-users; leads
to meaningful
production plans

Debra Waggoner
Corning

Private Industry
End-User

Support BLM acting as a
facilitator in the matching of
“willing buyer — willing seller” or
as a data steward and
refiners/non-refiners use legal
means to resolve issues.
Intrigued by Matheson’s
proposal of auction for tolling
services

Does not support BLM
developing regulations to set
price and mandate tolling
agreements.

o EBay style best achieves the
Congressional goal of
optimizing price to the
American public; include a “buy
it now” option where the
supplier can opt to forego the
bidding by paying a higher price
up front.

o BLM should establish strong
safeguards to prevent
speculators from participating in
the auction (i.e., excludes
entities seeking to achieve
financial gain without the intent
of using, refining, or delivering
helium to users.)

Pricing transparency
important. The price for
helium sold from the
Reserve must be
established and reported
in a transparent manner
to users and the public
as a whole. BLM should
publish auction price and
amount on its web site.

In addition to pricing
transparency, BLM should
expand transparency in
other aspects of the
helium program -
disclosure of maintenance
and related matters that
might result in supply
constraints; greater
transparency on volumes
in the Reserve and
projections on when the
supplies in the Reserve
are expected to be
reduced.

Paul Kornbluth
Global Gases

Private industry
Non-refiner

¢ Non-refiners need both the
opportunity to purchase crude
helium from the Reserve and
the opportunity to secure tolling
capacity at Commercially
Reasonable Rates.

e BLM should play a more
proactive role in ensuring that
the tolling provisions of the
HSA are implemented in a
manner that is consistent with
legislative intent. BLM should

o |f utilized properly, a
Survey of Qualifying
Transactions can be
an excellent tool for
estimating the
market price of
Crude Helium.

o Provided elements
of a sound process
for calculating
Market Price.

o Understanding the




be able to implement a tolling
process that will provide access
to tolling capacity for Non-
Refiners in a manner that is fair
and equitable to both Helium
Refiners and Non-Refiners.
Suggested methods for Excess
Refining Capacity (ERC)
calculation, considering
refiners’ allocations, global
demand, supply from non-BLM
sources, and demand from
BLM sources

Suggested enforcement
methodology that reduces
crude helium redelivery to
refiners that have less ERC
than estimated, and rewards
the reduced allocation to
refiners who forecasted
accurately.

Determine the prices for tolling
by employing “free market
principles”, via a price auction
process. (Suggested a price
auction process for tolling
process.)

BLM should develop a standard
tolling agreement

Provision of tolling services
would have equal priority to the
refiners’ other customers.

“Helium Value
Chain” is key to
developing a sound
process for
estimating the
Market Price for
Crude Helium
(provided visual
depiction)

Defined “Qualifying
Transactions”
regarding reported
helium prices (Level
1/2/3/4 transactions)
Provided
methodology for
BLM to conduct a
survey of Qualified
Transactions.

M. Scott Sears
IACX Energy

Private Industry
Non-refiner

e Supports an electronic, EBay
style format for the helium
auction

o Trading lots being offered at an
auction need to be auctioned
simultaneously so that the
bidders can help to find
equilibrium in pricing among the

e Interested in new

opportunities provided
for by the Act for non-
refiners — accessing
the Federal Helium
Reserve pipeline and
storage facility for the
purpose of refining




lots, which would be identical.

helium.

o Requested direction in
arule or guidance
document on how a
new participant can
physically access the
pipeline and become
qualified to bid, store
and withdraw helium

o Asked a series of
questions regarding
non-refiners accessing
Reserve; requirements
to become a “Qualified
Bidder”; nature of
Contract for the
Storage of Helium and
other supporting
documents

Alex Bucher and
Joan Schnepp
Keyes Helium/
Badger Midstream

Private Industry
Refiner

Does not support the level of
control on one of the pieces of the
value chain for which Keyes
Helium makes its revenue. It
threatens our ability to honor
existing tolling contracts and/or
remain in business in the near
future as a refiner. The acquisition
of Keyes Helium by Badger
Midstream Energy brought with it
an inherited existing contractual
relationship to which we are
currently bound.

Linde

Private Industry
Refiner

o Current storage contracts have
legal obligations; it appears the
most expeditious is to allow
current storage contracts to
expire and then introduce new

contracts with tolling provisions.

e BLM as “facilitator is not
required, as private industry is

Auctions twice a year

o Block size between 5-20% of
the total — would allow up to 9
different purchasers, each with
differing volume requirements.

o Supports electronic format;
however, it is imperative that
the lot sizes offered at auction

Allowing the sale of In-
Kind helium at a discount
provides no incentive for
government users to
preserve a precious
resource. There should
be no discount for
Federal users.

Sales of Helium:

e Concern over BLM
decision to offer only
400 mmcsf for sale in
FY14 to date; requests
that BLM offers an
additional 600 mm or
more for sale in a




capable of concluding these
contracts. BLM should
incentivize refiners to toll by
offering the volume contained
in inventory with proportionate
pipeline delivery allocation
Does not recommend BLM
regulations — takes time, less
than optimal, potential legal
action

Does not recommend BLM as
data stewards — takes time to
resolve and adds complexity to
the process.

Tolling contracts are
commercial arrangements that
should not be regulated by
government. Linde will continue
to negotiate with other non-
refiners to reach commercially
acceptable agreements
whenever possible.

Incentives: new storage
contracts, the BLM awards
pipeline delivery allocation
proportional to total inventory
owned by contract holders.

are significant, or the number
will be unnecessarily large.

second sale in FY14.

o BLM has exceeded its
HSA mandate by not
offering a second block
in FY14 by attempting
to manage/reduce third
party inventories of
previously purchased
BLM crude helium.

e In-kind volumes shown
in BLM presentation
are incorrect and do
not show actual
volumes supplied -
should be corrected as
that would free up
more helium for open
market sales.

¢ Contingency —
questions the need for
100% contingency;
suggests selling this
“contingency” to
maximize returns.

e Re: changesin
worldwide supplies:
BLM must be flexible in
its offering and
anticipate market
changing supplies.

Time to make transfers:
transfers could be made
within 2 business days of
receipt of payment.
Delays in In-Kind

Transfers: Make this more
real-time, buy providing
the volume supplied in the




month directly following
the quarterly reporting
date.

Sales made for FY15 and
FY16: concern over when
these transfers will be
made to the storage
owner’s account.

John Bigham, IV
Matheson Gas

Private Industry
Non-refiner

Proposal for tolling:

¢ Refiners determine “excess”
refining capacity and
“commercially reasonable
rates” and offer it at a Sell
auction by the BLM; non-
refiners bid on tolling volumes
at prices they are willing to pay
at a Sell auction

o “Matched” Buy and Sell offers:
Assigning requested Buy
volume to offered Sell volume
by matching the high-priced
Buy offer to the low-priced Sell
offer.

e Tolling Contract Terms: 100%
Take or Pay on the part of the
Buyers, 100% Deliver or Pay
on the part of Sellers,
concluded within a set time
following auction.

o Enforcement: Suggested
process for revoking or
reducing the Refiner’s right to
allocated volume

o Added incentive to toll: BLM
reserves 10% of Allocated sale
volume to be called the Tolling
Incentive Volume, allocated to
Refiners who actually provide
tolling services as a result of




winning Tolling Auctions.
Included detailed process

Jane Hoffman
Praxair

Private Industry
Refiner

Cited Congressional Intent
regarding “excess refining
capacity”

Refiners’ plant loading and
operational capacities are not
static but dynamic. The
dynamics of the system make it
impossible to set aside fixed
capacity for the negotiation of
tolling agreements. This
uncertainty is the nature of the
program; the Field Office must
resist efforts to push BLM
toward an interpretation of this
provision that is in
contravention of the Act’s
specific intent.

The BLM must follow
Congressional instruction and
interpret the term “excess
refining capacity” in a careful
manner that does not include
refiners’ existing operational
capacity or capacity that is
already contractually committed
or reserved to other parties. A
potentially serious
Constitutional problem would
arise if the Secretary forced
refiners to allow outsiders to
use their facilities through
tolling agreements that are
effectively involuntary — likely
constitute the taking of their
property.

It was the intent of Congress
that the terms of tolling
agreements be entirely

Phase A Auction Volumes: Citing
the HSA and Congressional intent,
stated the Secretary cannot offer
for sale during Phase A volumes
that are below the lesser of the
volumes described in the Act.
Additionally, Congress did not
intend for the Secretary to
materially change the helium
program during Phase A.

Phase B: Determination of
appropriate size of each block:
suggests minimum block of 15
MMcf.

Questioned BLM'’s answer
regarding whether a party who
operates a gas upgrading plant is a
“Refiner” — the party in question
must be able “to take delivery of
crude helium...and refine it into
pure helium.” The Act did not
intend to treat a plant that
upgrades gaseous helium into
something less than pure helium in
the same way as a liquid plant that
refines crude helium to pure
helium.




privately negotiated.

David Isaacs
Semiconductor
Industry Association

Private Industry
Association

Agrees with the approach whereby
BLM either acts as a facilitator in
the matching of “willing buyer —
willing seller” for tolling services or
as a data steward and refiners and
non-refiners use legal means to
resolve issues.

Preferred approach would be an
EBay style auction

We urge BLM to establish strong
safeguards to prevent speculators
from participating in the auction, as
per the language of the HSA
defining “qualified bidder”

No specific comments on
pricing transparency, but
recommends that BLM
publish the auction price
and amount on its web
site.

BLM should provide
greater transparency on
issues such as plant
maintenance and other
actions that might result in
supply constraints.

There should be greater
transparency on volumes
in the Reserve and
projections on when the
supplies in the Reserve
are expected to be
reduced.

David Cornelius
Analytical
Instruments

Individual

Comments regarding
administration and future
of the Federal Helium
Program, whose real value
is to provide for the long
term needs for national
defense and the space
program.

Jose Pelaez
MBA candidate,
Harvard Business
School

Individual

Suggested and described in-depth
an alternate mechanism known as
the simultaneous clock auction for
auctioning crude helium.




