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Chairman Hastings, Ranking Member Markey, distinguished Members of the 

Committee, 

 

My name is Kevin Lynch, and I am the Senior Vice President of Specialty Gases 

and Helium with Matheson Tri-Gas, a global leader in the industrial gases industry.  

I thank you for having this important hearing today, and for allowing me to testify 

on behalf of Matheson on an issue that so dramatically impacts the global supply 

of helium.   

 

Matheson was founded in the U.S. 1927, and is now a subsidiary of Tokyo-based 

Taiyo Nippon Sanso Corporation, which is the fifth largest industrial gases 

company in the world.  Matheson has helium operations within the U.S. in 

Wyoming, Texas, Nebraska, California, Florida, and Pennsylvania, and we have 

retail locations in 40 states.  We are the sixth-largest supplier of helium within the 

US, and globally. 

 

Matheson is a “Non-Refiner” of helium – meaning that we do not have a helium 

purification plant connected to the BLM crude helium pipeline system.  Instead, 

we receive our refined helium through transactions with private parties that that are 

unconnected to the Federal Helium Reserve or the BLM Pipeline. 

 

Therefore, while we are a significant player in the global helium industry, our 

interests in the debate over the fate of the helium in the Federal Helium Reserve 

are slightly different from those of some of the organizations represented by my 

fellow witnesses today.  Of course, like all industrial gases companies, we are 

concerned about global helium supply, and as a good corporate citizen we want a 

fair and efficient helium market worldwide.  However, the fortunes of our 

company are not tied so directly to the continued operation of the Federal Helium 

Reserve and the Pipeline System. 

 



We hope this slightly different perspective allows us to look at any proposed 

legislation through a slightly different prism – not how it affects one company but 

how it affects the helium industry overall.  In our view, any legislation that comes 

out of Congress dealing with the Federal Helium Reserve and BLM Pipeline 

system should lead to a fairer and more efficient helium market worldwide.   

 

As you know, today the operation of the Federal Helium Reserve and BLM 

Pipeline System is governed by provisions set out in the Helium Privatization Act 

of 1996.   

 

The 1996 Act has largely achieved its purpose of selling down the Federal 

stockpile of crude helium, and it has by and large created conditions of stability 

and predictability in the helium market.  On the negative side, the global helium 

market has developed considerably since the passage of the 1996 Act.  Shortages 

have pushed crude helium prices up globally, and the BLM’s method for pricing its 

sales of crude helium has become detached from global market conditions.  The 

1996 Act has resulted in the existence of a cost advantage for the four companies 

buying crude helium from the Federal Helium Reserve for purification in their 

refining facilities along the pipeline.  This represents a significant cost advantage 

by these helium Refiners, and a significant disadvantage for their competitors.  

Worse, it means that the American taxpayer is shortchanged as well.   

 

With the legislative authority in the 1996 Helium Privatization Act about to sunset 

later this year, Congress has a chance to ensure that sales from the Federal Helium 

Reserve are conducted in a fair and efficient manner following the passage of new 

legislation.  Since the BLM Pipeline System supports two-thirds of world supply 

with nearly a third of global helium supply coming directly from the Federal 

Helium Reserve, the new legislation enacted this year will have a profound effect 

on the global helium industry for at least the rest of the decade.  

 

With respect to the H.R. 527, we offer the following comments. 

 

First, the stated goals of the legislation are to “ensure stability in the helium 

markets while protecting the interests of the American taxpayer.” 

 

Matheson enthusiastically supports both of these goals.    

 

We believe that both of these goals will be advanced through the fostering of 

greater access by Non-Refiners to the Federal Helium Reserve, which is a concept 

that motivates several provisions of the bill.  



 

Matheson is also strongly in favor of the increased reporting requirements for the 

BLM as set forth in H.R. 527.  The type of information that the BLM will be 

required to share more openly is of value to all market participants and should be 

made available to all industry participants at the same time it is made available to 

the helium Refiners.  Today, important data is made available to the Refiners well 

before the rest of the industry, thus giving those companies yet another advantage 

over their industry competitors. 

 

It should be noted that Matheson feels so strongly about these provisions that we 

included them in the Petition for Rulemaking we filed with the U.S. Department of 

the Interior in January, 2010.  We are pleased to see them included in H.R. 527. 

 

Unfortunately, despite its good intentions, we believe that H.R. 527 as currently 

drafted subverts the goal of market stability and does not sufficiently address the 

issue of access by Non-Refiners to the Federal Helium Reserve. 

 

First, about market stability:  The global helium industry is built on long-term 

sourcing and sales contracts with annual escalators and renegotiations that are 

generally spaced several years apart.  Efficient distribution of helium requires 

investment in very expensive, specialized long-lived assets.   In order to plan 

accordingly, buyers and sellers of helium need to have reasonable assurance that 

they will have access to helium from their supplier over the duration of a long-term 

contract.   

 

The auction system proposed in H.R. 527, under which all of the Federal Reserve’s 

crude helium would be auctioned a minimum of twice per year, will create 

conditions of great uncertainty in terms of helium price and availability.   How 

could a helium user confidently sign a long-term contract with a supplier, if that 

supplier may lose access to helium or pay a dramatically higher price for it every 

six months?  How could a helium supplier confidently make the investments 

required in distribution assets and other infrastructure, if  that supplier  has only a 

six-month view as to how much helium he will have access to and at what price? 

 

In addition to the concerns about the sales of helium from the Federal Helium 

Reserve, another fact of the industry is that many of the largest private helium 

sourcing transactions are linked to the BLM Posted Price for crude Helium.   

Under the proposed price auction system, the BLM Posted Price would no longer 

exist, and those contracts would need to be renegotiated.       

 



For these reasons, we believe that the proposed auction system would result in 

much greater volatility in price and availability, and would be disruptive to world 

helium markets.  

 

In order to accomplish the worthy goal of increasing access to the Federal Helium 

Reserve’s crude helium stockpile, H.R. 527 attempts to open the bidding to parties 

who can demonstrate that they have their own refining capacity or tolling 

agreements for refining in place.  

 

There are several factors to keep in mind here.  First, to be commercially useful, 

virtually all helium sold into the market must be refined into pure helium.  Second, 

practically speaking, the only companies who are positioned to convert Federal 

Helium Reserve crude helium into pure helium are the four Refiners who have 

purification plants linked to the BLM Pipeline.  Third, those Refiners will be 

competing against the Non-Refiners for access to the Federal Helium Reserve 

crude helium.  And fourth, there is no mechanism in this bill that either requires or 

strongly incentivizes the Refiners to offer tolling services at a reasonable price to 

companies who are competing against them for access to the Federal Helium 

Reserve crude helium. This is a significant flaw in H.R. 527.  

 

We submit, therefore, that commercially reasonable tolling deals of significant size 

will continue to be unavailable to Non-Refiners, and access to the Federal Helium 

Reserve will remain very strongly dominated by the helium Refiners.   This is not 

the intention of H.R. 527, but it will be its practical result.   

 

Matheson’s views on this topic have been shaped from our own unhappy 

experience with third-party tolling.  In 2007, Matheson successfully purchased 

crude helium from the Federal Helium Reserve.  In 2009, we subsequently 

attempted to purchase tolling services from all four of the helium Refiners and we 

received “NO BID” replies from each.  Therefore, the crude helium that we 

purchased six years ago still sits in the Federal Helium Reserve and on Matheson’s 

Balance Sheet as an unutilized asset today.  Our unsuccessful attempt to secure 

third-party tolling is what gave rise to our decision in January, 2010 to file our 

“Petition for Rule Making” with the U.S. Department of Interior which I 

mentioned a moment ago.   

 

Another way that the bill seeks to address the issue of access is to state that any 

party may build a helium refining plant attached to the BLM Pipeline, and gain 

access to crude helium on equal terms with the existing refining plants.  This 



removes a structural impediment in the current system, which gives privileged 

allocation of helium to the existing plants.   

 

However, the legislation would not change economic reality.  Helium purification 

plants cost tens of millions of dollars, and generally require a long life to generate 

acceptable financial returns.  They typically take two years to build and 

commission and it is customary, as part of the investment decision, to have a long-

term commitment in hand on a stable supply of crude helium for the facility.    

 

Any party building a new plant to attach to the BLM Pipeline would want to make 

sure this law was passed before he would begin building.  Two years of 

construction time would put an optimistic on-stream date sometime in mid-2015.   

At current inventory levels and expected draw-down rates, that may give an 

expected useful plant life of five years.  And, under the proposed auction system, 

there is a total lack of certainty as to whether the new plant’s owner would ever 

have access to crude helium to refine, and if so, at what price.  It is therefore highly 

unlikely that any new refining plants will be added to the BLM Pipeline which 

cannot even support the existing installed refining capacity. The existing Refiners 

will continue to have the only refining capacity on the BLM Pipeline until the 

stockpile is depleted.   

 

On a positive note, we believe the bill can be improved substantially to achieve the 

goals we all share.  With some adjustments, H.R. 527 can achieve the goals of 

greater access and market stability, while still generating fair returns for the 

American taxpayer on the government’s investment in helium infrastructure.  

 

The outline of a plan that we think would work looks like this: 

 

 Continue with the concept of Allocated and Non-Allocated sales of Crude 

Helium, and a Posted Price.  The “Allocated” amount of crude helium would 

be available only to the Refiners.    

 

 The Allocated Sale percentage would be reduced from its current share of 

the total crude helium to a lower share.  For discussion, let’s say 80%.  

 

 The Allocated Sale price would continue to be a Posted Price (or Market 

Price), with the Market Price determined by a robust market survey similar 

to the one described in H.R. 527. All Refiners buying under the Allocated 

sale would pay the same price for the BLM’s crude helium, as they do today.  



But the posted price would be much closer to the current market price than 

the BLM Posted Price is today, ensuring greater fairness across the market 

and a greater return for the American taxpayer. 

 

 The remaining portion of crude helium would be auctioned to all qualified 

bidders in a “Non-Allocated” sale.  These bidders would include Non-

Refiners and other qualified parties.  In this example, the Non-Allocated 

portion would be 20%.  

 

 The results of the Non-Allocated Auction would be considered as data points 

in the determination of the Market Price.  

 

 As a condition of participation in the Allocated Sale, Refiners would be 

required to set aside sufficient capacity for tolling by Non-Refiners, who 

would be eligible to bid on crude helium in the Non-Allocated Sale.  

 

 Third-party tolling services would be performed for Non-Refiners at a price 

which would allow the Refiners to earn a fair profit while enabling Non-

Refiners to obtain pure helium without being priced out of the market.  

 

 When a Refiner provides tolling services to a Non-Refiner, it would be 

allocated a like quantity of Crude Helium by the BLM during the same time 

period that the Refiner provides tolling services, in order to be “kept whole” 

on its Allocated Volume.   

 

This hybrid approach, utilizing both price surveys and auctions, would have 

several benefits – greater access to the Federal Helium Reserve, a fair return for the 

American taxpayer, and no disruptions to helium supply.  It would ensure that the 

helium purchased at auction actually gets refined and is brought to market, and it 

would contribute to a fairer and more efficient global helium market. 

 

We at Matheson applaud the Committee for thinking creatively about how the 

federal government manages the continued sell-off of the Federal Helium Reserve.  

We suggest changes to H.R. 527 in the spirit of cooperation.  We look forward to 

continuing our work with the Committee on this important legislation, in order to 

achieve the goals of fairness and equity – for the helium industry, for the federal 

government and for the American taxpayer. 
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