COMMENTSTO FEDERAL REGISTER NOTICE ON
PROPOSED CONSERVATION HELIUM SALE

The following are responses to notice requesting comments to proposed conservation hdium sale. The
notice was posted in the November 8, 2002, Federal Register, page 68152. Comment period ended
December 9, 2002. The following comments have been edited to remove information concerning the
identification of respondents, extraneous information, or to provide clarity. Please contact Timothy R.
Spisak, (806) 356-1002 or email AMFOFM O@blm.gov, for further information.

Respondent # 1

Respondent # 1's overdl view isthat the BLM did an excdlent job of drafting the crude helium sdes
process. Although we have severa comments which are detailed below, it would be acceptable to usif
the crude sales process were to be implemented exactly as proposed. Although the price of the
consarvation helium will be much higher than the current price in the commercid market, we bdieve that
the proposed sales process can be implemented without undue market disruption. While helium market
prices will surely rise as aresult of the BLM*s sdle of crude, the crude pricing levels are predictable
(because of the sale at posted prices) and that should enable market participants to adjust to a new
equilibrium pricing level within ayear or two. At the same time, the high price of BLM crude will
encourage the development of new sources of hdium that will be needed to replace US mid-continent
production that will be declining due to Hugoton Field depletion and eventudly, due to the sde of the
stockpile.

Respondent # 1’ s specific comments and questions are as follows:

1.01 - In paragraph 1.01, you state that the January 2003 crude sale “...is thefirg of 12 annud sdes”
From a planning standpoint, it would be hdpful if the BLM darified the intended timing of future crude
sdes. Respondent # 1’ s preference would be for an annud sale each January. An annud sde held each
October, commencing October 2003, would a so be acceptable.

1.01 - Thelast sentence of paragraph 1.01 says “...with subsequent sales adjusted as needed.”
Although we recognize that the crude sales process might need to revised if there are unexpected
problems with the 2003 sale, hope is that once the crude sales processisin place, it will remain largely
unchanged unless thereis a very compelling reason to change it. The impending sde of consarvation
helium created a great dedl of uncertainty for helium business and we are hoping that we will be able to
plan around a very smilar crude sales process in future years. In the event that changes to the sales
process are deemed necessary, the BLM should provide as much notice as possible and we request
that the BLM consult with the private helium industry to avoid helium market disruption just as you have
this time around.

1.04 - We are pleased that the BLM is planning to offer the conservation helium for sale & the BLM*s



posted price for crude hdium. Although the BLM*s posted priceis far higher than current market prices
for crude helium (75%- 100% premium vs private transactions), we much prefer the sdle at a
predictable posted price to aless predictable auction mechanism. Although there has been some

market disruption in anticipation of the sale of conservation heium, it would be far more digruptive if the
consarvation helium were sold via a price auction.

3.04 - Thelast sentence of paragraph 3.04 statesthat.. .“ The exact ratio of allocated to non-allocated
sdes volumes may change for subsequent annual consarvation helium sdes.” Our comment isthe same
as the comment that we made with respect to paragraph 1.01 and the possibility that the crude sales
process could change in future years. If a change is contemplated to the alocated vs non-alocated
sdes ratio, amaximum amount of notice should be given, the private helium industry should be
consulted to minimize market disruption, etc.

3.08 - This paragraph statesthat “ the excess amount will not be sold and will be held in storage for
future sdes” agreestha any volume of conservation helium that goes unsold should remain in the
stockpile for future sales. Our further recommendation is that the volume of conservation helium to be
offered for sdein future years should be recad culated to reflect the fact that this unsold helium should be
sold during the remaining years prior to 2015. Without this dight adjustment, the HPA*s god of sdling
al of the conservation helium in excess of 600 MMCF by 2015 will not be realized.

In closing, | want to commend the BLM for developing a sound process for the sde of conservation
helium that will dlow the BLM to accomplish the objectives of the HPA of 1996, without undue
disruption to the helium marketplace.

Respondent # 2
(information edited)

After careful review of the proposed method for sdling helium from the Cliffsde Fidd near Amarillo,
TX and corresponding discussions with BLM personnd, | fed the need to make our Company*s views
known regarding the pending action by your agency.(information edited) Due to our large annua
requirement of the gas, we are very sengtive to the dynamics affecting market supply and demand.
(information edited)

The firgt problem that | noted in your draft proposd isthe dlocation of 90% of the annud salesvolume
to the four refiners connected to the pipeline. If we assume that the four existing refiners will exercise
the right to buy the entire 90% dlocated to them, for dl practical purposes, competition is eiminated.
From our perspective on the heium market and our knowledge of the other world helium sources
currently available, it seems unlikely that the refiners will ect to buy less than the 90% afforded them
under your plan. If one purchaser were able to buy the entire remaining 10% (gpproximately 210
million feet), that operator would have difficulty judtifying the congruction of arefining plant to process
this rather limited quantity of helium.

Thisleads to my second and greater concern with your proposed plan. To effectively compete and to



judtify the substantid investment in a plant and the related infrastructure to distribute the refined product,
the purchaser of the crude helium would need to contract with the BLM for more than one year a a
time. By limiting the sde to one-year contracts, you are again, for al practical purposes, diminating
competition and assuring the four current refinerst continued domination of the domestic helium
industry.

Now that | have voiced our concerns, let me propose a solution: reduce the aloceation to the existing
refiners to 60%-70% of the annua sales volume. The undlocated volume would then be sufficient to
judtify the investment in an additiond plant and infrastructure. There is dso the possibility of the new
(non-refiner) buyer(s) contracting with one or more of the existing refiners to process the crude gas for
afee paticularly if the existing refiners have unused, excess plant capacity.

Asto the term of the gas sde contracts, | would suggest a least seven years for the first term. If twelve
years gill gppears to be the correct time period for completion of the total sale required by the Helium
Privatization Act of 1996, the buyers should have an option to extend the agreement for the remaining
period. Naturaly, a mechanism would have to be put in place to provide for price adjustments during
the term of the contract.

| redlize our concerns and suggestions are highly summarized. This matter is very important to

Respondent # 2 and | would be pleased to meet with gppropriate members of the BLM staff to discuss
al of theitemsin greater detall. Please call me a if such adiscusson would be helpful.

Respondent # 3

Respondent # 3 would like to offer for consideration the following items. Of tantamount concern to
Respondent # 3 is the disproportionate share the BLM has given to the crude refiners with a presence

aong the pipeline system.
1) Ratio of Allocated to Non-Allocated Sales Volumes

While Respondent # 3 recognizes that the BLM, in accordance with the terms of the HPA, must
conduct the stockpile sdle in a manner not to cause undue disruptions to the helium market, the 90/10
ratio appearsto dramatically place non-refiners at a severe market disadvantage. Please keep in mind
that non-refiners must dso pay apremium to refiners for the tolling of crude helium. There exigts the
opportunity for refiners to take advantage of their position dong the pipdine at the expense of non-
refiners.

2) Equa Status of Crude Refinersin Non-Allocated Sde Apportionment
In Section 2.05 of the Federd Summary, it is stated that refiners who request in excess of the amount

available to them in the dlocated sale will be carried over to the non-alocated sadle and considered a
separate bid under the non-alocated sde rules. In this scenario, non-refiners ability to purchase crude is



again diminished in favor of refiners. Instead, any excess requests by refiners should be consdered in
the non-dlocated saleif and only if there is any excess available once the non-refiners have made their
requests.

While Respondent # 3 gppreciates the “baance’ that the BLM istrying to achievein its execution of

the HPA, it does not appear that this balance has been achieved in the BLM*s most recent proposal.
Findly, Respondent # 3 proposes that the BLM delay the bid date to allow for a complete review of
comments received and initiate changes as needed.

Respondent # 4

Respondent # 4 generdly supports the proposed regulations as reasonably designed, in accordance
with the Helium Privatization Act of 1996, to foster an orderly sde of the conservation helium stored at
the Cliffsde facility. However, Respondent # 4 proposes one change and suggests severd clarifications
to the proposed regulations.

1) The proposed regulations should be revised to permit a crude helium refiner to assign to aqualified
bidder al or aportion of the refiner’ s share of the dlocated sde.

The proposed regulations correctly dlocate the mgority of theinitid sde to the crude hdium refinersin
order to minimize market disruption. And, under the provisions of proposed Section 2.04, acrude
helium refiner’ s share of the dlocated sde is reasonably based on its refining capacity (as of October 1,
2000) as a percentage of the totd refining capacity of al crude helium refiners connected to the BLM
system. However, a crude hdium refiner may not yet have theright to use dl of its available processng
capacity. That is because refinerstypicaly enter into agreements to process (“toll”) crude helium for
third parties. Tolling agreements generally set aside a portion of the refining capacity for the third party’s
helium. Thus, to the extent a crude hdium refiner has entered into tolling agreements, it may be unable
to use its entire share of the allocated sdles— at least immediatdly.

Under the proposed regulations, if a crude helium refiner requests less than its share of the adlocated
sde, that portion becomes available for purchase by other crude helium refiners. While Respondent # 4
does not object to this provison, BLM should amend the proposed regulations to first dlow a crude
helium refiner the opportunity to assgn al or aportion of its share of the dlocated sde to any third
party who maintains atolling agreement with the refiner (or to any third party that meetsthe
qudifications of a bidder in the non-alocated sde.) That way, if the crude helium refiner cannot request
itsfull share of the dlocated sale because it has entered into tolling agreements (which utilize it’s excess
capacity), it has the ability to assign its share of the right to buy the allocated sale to the other party to
the tolling agreement. That would avoid placing the refiner in the pogtion, in order to avoid foregoing
the purchase of itsfull share, of either buying helium that it must either immediately resdl or Sore.
Respondent # 4 believes that this proposed change is consstent with the BLM expressed intent in
edtablishing the alocated sale and provides a means for al crude hdium refiners to utilize their shares of
the dlocated sdlesiif they wish.



2) The derivation of the price for the initid sales should be clarified.

Section 1.04 of the propose regulations states that the price ($52.50 per Mcf) or the initid sde of crude
conservation helium is set at the same price as sdles of in-kind crude helium. It is not clear to
Respondent # 4 how setting the price in this manner comports with the requirement of the Helium
Privatization Act of 1996 [now found in 50 U.S.C. §167d(c)] that the price must “be adequate to

cover dl cogsincurred in carrying out the provisions of this chapter and to repay to the United States
by deposit in the Treasury, dl funds required to be repaid to the

United States as of October 1,1995 under thissection...” Nor isit clear how the BLM determined
that the proposed priceisat or above the minimum amount prescribed by the formulain the statute. The
BLM should congder setting forth such an explanation.

3) Section 1.05 of the proposed regulations, setting forth bidder qudifications, should be clarified.

The language of proposed Section 1.05 should be clarified in two respects. Firdt, the language in the
last sentence of the section that reads: “or have athird party agreement in place with avadid Sorage
contract holder” should be clarified to expressy include atolling agreement as an gpproved type of
“third party agreement” As explained above, tolling agreements are commonly entered into by helium
refiners with third parties who have helium processing needs but do not own their own plants (or lack
the plant capacity) to fit their needs. BLM presumably had this Situation in mind in referring to “athird
party agreement” and should smply make that clear.

Second, the statement “a consumer of pure heium” gppears to be overly broad, in that it could include
anyone who has ever purchased a hdium balloon. The BLM may wish to consder including some kind
of minimum consumption threshold or other qudifier to this portion of Section 1.05 (such asalimitation
to indudtria consumers) to minimize the possibility of the receipt of numerous bids from smdl
consumers each seeking de minimis amounts of helium.

Respondent # 5

Respondent # 5 has commitments to avast array of industry sectorsin the United States that would be
sgnificantly, adversely impacted if the hdium market were disrupted. Market ingtability would cast a
subgtantial shadow over many of our customers, such as in the manufacture and utilization of MRIs,
which are dependent on the availability of helium for serving the diagnostic needs of the populace.
Additiondly, manufacturers of semiconductors and fiber optic cable aswell asawide array of other
helium users would face smilar problemsin serving their cusomers and in fadilitating advancesin
technology in the event of an ungtable, unpredictable heium market.

The BLM hasindicated itsintention to carry out its responsibilities under the Helium Privatization Act
(“HPA”) in amanner structured to avoid market disruption while accomplishing the HPA*s other
objectives. In particular, Respondent # 5, on behdf of its customers, takes great comfort from the
BLM*s decison to proceed with the initid sale of crude heium supplies in January 2003 to insure



dable, reliable domestic sourcing of helium in the near term. This reflects not only the recognition that
such sdes carry out the congressond intent of the HPA, but also the critical importance in maintaining
domestic equilibrium in light of tightening globa helium supplies. In addition, Respondent # 5 supports
the 90/10 ratio of “allocated to non-allocated sales’ from the reserves.

Findly, the proposed sdes regulations do not gppear to address hydrocarbon or native helium sales.
We request clarification on how the BLM intends to recognize and account for the sale of the native
hydrocarbon gas aswell asthe origind native helium gas in the Cliffsde reserve. These expected
production co-products of the Cliffsde Fidd reserves sde would generate revenues that should be
dlocated againg the government heium debt to partidly offset a portion of such debt snce the origind
funds gpplied to the acquisition of the Cliffsde Fied for “Helium Conservation” storage purposes dso
acquired these co-products.

We appreciate the opportunity to comment on thisimportant issue and look forward to working with
BLM and other affected partiesin the future.

Respondent # 6

Respondent # 6 supports BLM *s recent announcement that it is moving forward with sales of
conservation helium from the Cliffsde Fdd, as required by the HPA. As discussed more fully below,
Congress has issued a clear mandate that directs BLM to take this action. The 1996 Act requires that
BLM sl government-owned crude hdium into the marketplace in amanner that satisfies two primary
criteria (1) the crude helium must be priced in amanner that will dlow for the recovery of the
outstanding government debt associated with BLM* s hdium-related expenditures, and (2) the helium
sde must proceed in amanner that will not disrupt the helium market.

BLM has proposed a procedure for selling crude hdium that satisfies al of these lega requirementsin a
fair, open and efficient manner. On the issue of price, for example, BLM has announced its intention to
move forward with sdesthat areinitialy priced at $52.50 per Mcf, a Sgnificantly above-market price
that satisfies the HPA* s mandate to recover al helium related governmenta debt. BLM does not
propose auctioning off its crude helium supplies. Pricing established via auction would sgnificantly
increase market disruption compared to the sdle at relatively predictable posted prices each year and
would force significant structura changes in worldwide helium markets.

In addition to addressing the price issue gppropriately, BLM has proposed to structure its crude helium
sdesin away that will provide access to government suppliesto dl interested buyers while, a the same
time, ensuring that the large mgority of helium is made available to companies that have the capability
and physicd capacity to refine the crude hdium. This goproach maximizes the likelihood thet crude
helium will be successfully sold into the marketplace, as required by the HPA, while reducing the
opportunity for market hoarding or speculation by companies that do not have the ability to take and
refine the product. In addition, the pipeline ddlivery system is currently operating at full capacity.



Finally, Respondent # 6 supports BLM*s decison to move forward with the initid sde of crude helium
suppliesin January 2003. Although the HPA requires that sales begin no later than 2005, we believe
that Congress clearly intended that privatization move forward as soon as practicable. In light of
tightening globa market supplies, it isimportant that sales proceed in early 2003. These saleswill hep
maintain sability in the hdium marketplace, one of Congress* primary gods in establishing the
framework for BLM sdes.

BLM has heeded Congress* message on the timing and alocation issue. It has recognized that the
helium indudtry isfacing a potentid shortfal in crude hdium suppliesin the short term and, as aresult, it
ismoving forward with an initia round of crude helium salesin January 2003. BLM has recognized that
the current marketplace combination of increased demand, declining crude helium extraction, and the
unlikelihood that significant new sources of helium will be brought to the market before 2005. has the
potential to disrupt the market.2 BLM has become aware of these facts through consultations with
members of Respondent # 6 and other industry representatives (as explicitly cdled for in the HPA), and
the Bureau is responding forthrightly, and consstently with the 1996 Act, by scheduling the initid sale of
crude helium suppliesin early 2003. For these reasons, it is very important that BLM follow through on
this schedule and complete the first round of sdesin January 2003.

A smilar andyss gppliesto BLM*s proposed sadle of crude heium in separate “lots,” as authorized by
Section 8(a)(2) of the 1996 Act. In this case, BLM has recognized that because its crude helium
supplies must be refined before they can be beneficidly used, and because the refining can only be
undertaken in facilities that are physicaly connected to the BLM pipeine, BLM must make the large
mgority of crude helium available to customers who are in a position to actudly refine and didtribute the
helium. Structuring sales in any other manner would promote arrangements under which hdium is
purchased and held for speculative purposes, thereby constraining supply, influencing market prices, or
otherwise disrupting the norma functioning of the market _the exact result that Congress took great
effortsto avoid.

SPECIFIC COMMENTS

In addition to providing genera comments on the key eements of BLM*s proposed approach,
Respondent # 6 offers the following specific comments on certain eements of BLM*s proposal:

1.01 - BLM indicates that its planned sde for January 2003 will be the first of 12 annua
sales under the 1996 Act. The Bureau dso suggests that the first sale “will be used to test the disposal
process with subsequent sales adjusted as needed.”

Respondent # 6 agrees that the upcoming sae should be followed by subsequent annua sdes. The
Group aso understands BLM* sinterest in evauating the results of theinitial sde. Nonetheless, we
encourage BLM to maintain a debt recovery structure for sales on a going-forward basis that will
continue to keep crude helium prices a alevel which the marketplace can take into account and rely



upon. Respondent # 6 believes that only the emergence of a serious problem with the debt recovery
saes approach or with other aspects of the BLM *s proposed sales program should prompt BLM to
revigt the process by which it sdllsits crude helium supplies.

1.03 - The amounts identified for sdle by BLM are gppropriate and consstent with the 1996 Act.
These sdles do not include native helium supplies that are under the control of the government.
Respondent # 6 encourages BLM to initiate a didog regarding appropriate mechanisms for the future
disposition of native crude helium supplies.

1.04 - 1t would be helpful for BLM to clarify that the price for future salesis anticipated
to continue to be based on debt recovery principles.

2.02 - The cross reference to part 1.01 of the notice includes atypographica error. The
correct cross referenceis part 1.02.

2.04 - BLM has proposed arationd, straight-forward approach to gpportion helium sales among
refiners. At the margin, however, some mathematica rounding questions may arise regarding the
caculation of potentid crude helium dlocations among interested buyers. Respondent # 6 suggests that
BLM daify thisissue asfollows:

Each crude helium refiner*s percentage share of refining capacity as of October 1, 2000, as
referenced in Section 2.04, should be expressed as a whole percentage, with no significant
digitsto theright of the decimd (e.g. 36%, 34%).

If one or more refiners request less than their alocated share as contemplated in Section 2.05
and illusgtrated in Section 2.07, the proportionate shares of other refiners requesting more than
their share should be rounded to the nearest 1/10th of 1%, with values of 5/100th of a percent
or greater rounded up to the next 1/10th of 1% (25.26% - 25.3%).

When multiplying a crude hdium refiner*s percentage share by the volume of Conservation
Helium to be gpportioned, the volume of crude hdium resulting from that calculation shdl be
rounded to the nearest 1 MCF.

For Section 3 calculations, we suggest that the same rounding methodology be applied. In other
words, bidders* shares should be rounded to the nearest 1/10th of 1% and volumes of crude
helium should be rounded to the nearest 1 MCF.

2.05/2.06 - BLM’ s proposal to make available unbid-for alocations of crude helium supplies to other
refiners, based on proportionate shares of remaining refining capacities, is gopropriate, and should
assig in sdling the government stocks. Likewise, for the same reason, BLM*s proposal to allow
refiners to bid for non-allocated sale volumesis gppropriate. And Respondent # 6 does not have a
philosophica objection to adding unsold refiner volumes to non-alocated sdes. However, any unsold
volumes that remain at the completion of each year*s sde should be made available for salein future



annua crude helium sdle events. For example, if only 1.8 Bcf of the 2.1 Bcf offered for sdein January
2003 is sold, the volume offered for sde in the remaining 11 annua sde events would be increased by
300/11, or 27.3 MMcf. This adjustment will bring much needed crude helium into the marketplace,
while ensuring that the HPA*s god of slling al of the conservation helium in excess of 600 MMcf by
2015 isredized.

3.04 - BLM*srationde for selecting a 90/10 ratio of alocated to non-allocated sales volumes is sound,
and is congstent with both the language and spirit of the HPA, as discussed at length above,
Respondent # 6 understands the rationale for BLM*s cavest that the exact ratio of alocated to non-
dlocated sde volumes may change for subsequent annua helium sales. Nonethel ess, as noted above,
we strongly encourage BLM to maintain the current structure for sales on a going-forward basis so that
the marketplace can take into account, and rely on, the continued implementation of the HPA on these
terms, thereby bringing ability into the heium marketplace. Respondent # 6 bdieves that only the
emergence of a serious problem with the alocated/non-alocated ratio should prompt BLM to adjust
the rétio in the future.

Respondent # 7

One of the main objectives for the sde of conservation helium isto ensure that thissdeis performed in
away, that it will not disrupt the market. In regard to meeting this objective, Respondent # 7 has
concerns with some of the rulings as they are currently published for comment.

The rules, asthey are proposed now, have a potentia to perpetuate the existing dominating position of
the exiding refiners and would dlocate wholesale volume to the refiners. Thisin fact could mean the
disturbance of afree market and jeopardise a healthy end-user market.

Thereis agood reason to pre-alocate a certain proportion of the crude helium to the refiners. Thisisto
make sure, that the existing refiners have enough crude helium avallable in order to keep the refining
plants fully loaded (if demand alows) and therefore achieve the required result from their investment.
However, with the alocation modus proposed, alarge portion of the conservation helium sold could, in
the short to middle term, not go to the market because of the limitation of the refining capacity and the
other sources dtill producing. Thus, this helium will be controlled, as excess stock, by the refiners.

If the refiners are put into the position to control the excess helium which may result out of the sdle of
the consarvation helium, they will control the molecules as wdl as the refining capacity they hold right
now. Thiswill undermine al competition in that field and could severdly disturb the end-user market.

More than 30% of the helium product from the refining plantsis currently sold to wholesders and only
lessthan 70% is directly sold into the end-user market of the refiner companies (within the US and
abroad).

Allocating a 90% share to the refiners would largely misrepresent this ration and prevent al other hdium
trading companies from tendering for fair tolling arrangements.

Therefore Respondent # 7 is proposing the following ruling:



The dlocated portion should be reduced to 75%, to come closer to the actud distribution of market
sharein the end user market.

In order to prevent a potential hording of crude helium through the refiners, the dlocation of crudein the
consecutive years should be dependant on the actud use of the acquired helium by the refiner.

If arefiner isnot able to use more than 60% of the acquired volume from the conservation Helium sae
in the respective year, al volumes retained in access of 40 % of the acquired volumes will be deducted
from his dlocated volume in the following year and will be alocated to the non-alocated sdes volume.

Example (for the totd dlocated volume we took the 1890 mmcf from your example, which, in our
opinion, should be reduced to 75% of the total sales volume):

A B CD E F Bidder-
allocated salerefining
capacity Stock year-end 0 Acquired volume
year 1 (2) Stock year end 1 Excess Stock kept Allocated volumeyear 2 Refiner A 10% 2200 225 2350 60 129 (1)
(3) Refiner B 50% 1500 750 1725 -75 945 no excess (3) Refiner C 40% 1900 915 2175 -91 756 no
excess (3) allocation tonon 60 allocated sale from Refiner A Total: 100% 1890 1890
(1)=B minus A minus((allowable) 40% of C)
(2) = as per your example
(3)=Allocation as per refiners capacity minus excess stock yearend ( E)

We believe, that aruling adopting this or a similar approach would create afarer sde of the
conservation helium and would have less potentid for an adverse effect on the helium market. Further
on, we see aneed for a clarification in the paragraph, which defines who is quaified to purchase
conservation heium.

Our undergtanding of the definition “Is awholesder of pure hdium or purchases helium for resde within
the U.S” is, that this helium is not restricted to being resold in the USA. If thisis correct, arephrasing
of this definition would be hepful.

We hope that you will largely agree with our comments and suggestions and thet they will help to find
the fairest and most beneficid ruling for the sde of the conservation hdium.

Respondent # 8

We have three area of focus:

The BLM should state explicitly thet it has determined, after consulting with the industry, that the sde of
consarvation helium can be made with minimum market disruption of the entire helium market
(producer, refiner, end-user)

Ingtead of referring to salling off the reserve, the BLM should refer to offering the conservation helium
for sde The detailed language in the BLM*s proposa is clear in thisregard and is congstent with the
HPA. The BLM should Sate thet the price in future years for conservation helium may be a price higher



than the in-kind price.

Our concerns are discussed in detail below. We recognize that the BLMs proposd is limited to the
BLM plansfor next year. Many of our concerns involve longer term issues that the BLM may dready
plan to address with respect to future sales.

Market Disruption

The proposa provides that the sale of conservation helium can and should be made to prevent
disruption of the helium end-user and refining markets that might otherwise result from a shortege of
crude helium. While this may be a desirable outcome from the sale of conservation helium and
permissible under other terms of the Helium Act, the HPA provides that the BLM should congider the
potentia disruption of the helium market that could result from the sae of conservation helium. We have
proposed language to recognize that the potentid disruption of the entire heium market, including the
producer market, has been considered and that the BLM has determined, after consulting with private
industry, that the sde can be made with minimum market disruption as required by the HPA.

Sdl-off versus Offer for Sde

The detalled language and the procedures in the BLM*s proposal recognize that the HPA*s mandate is
to offer for sde consarvation helium, which is different from mandating an actua sde. The summary
language should be changed to reflect the detailed language.

Consarvation Premium

The BLM indicated that it was condgdering charging a modest premium above the minimum price to
encourage the conservation of helium. We believe that such a conservation premium is gppropriate to
encourage the private sector to invest in new hdium sources. The BLM may have determined that a
premium &t this time would unduly disrupt the market. If that is the case, Respondent # 8 suggests thet it
would be agood ideato say so and that the issue will be revisted with each sde. Also, because the
pricing formula under the HPA could lead to decreases in the crude helium price just as hdium
becomes more scarce, the BLM needs to make clear that the price could be other than the minimum
price. Respondent # 8 believes that the BLM could redlize more from the sale of the conservation
helium if dl of the hdium for sde was avallable to dl bidders that have a hdium storage agreement,
rather than dlocating helium a the minimum price fird to refiners and then to other interested parties, al
a the minimum price. Opening the process to dl bidders would help ensure that the hdium went to
those that valued it the most.

As mentioned earlier, we redize that many of our comments go beyond the BLM*s planned sdlein

2003. Since this sdle could set a precedent for future sales, however, we think it wise to address these
issuesin the BLM*s 2003 sdle.

Respondent # 9

The BLM has indicated that 90% of the crude hdium will be sold in the dlocated sde. Only crude



helium refinerswill qualify as biddersin the alocated sde. Respondent # 9 dtated in an earlier |etter that
it believes that dl helium should be sold by the government under comptitive bids submitted by any
person or entity wishing to submit such abid. Only in this manner will the U.S. Government achieve the
market price for its helium. Numerous markets have been opened to competition in the last decade.
Competition is good for the consumer and the sdller in that the market price is determined and the
correct price sgnas are sent to dl partiesin the relevant market. Respondent # 9 continues to
encourage the Bureau of Land Management to adopt a competitive bidding process open to al wishing
to submit abid, not just crude helium refiners. It is patently discriminatory to limit the sale to crude
helium refiners



