Miller ARl gl

I NV ESTMENTS

An open letter to the Pipeline
and Hazardous Materials Safety
Administration (PHMSA)

www.mhinvest.com/blog

S
)

Ty S <
NN

-
\

Monday, March 25, 2024

A molecule comprising four hydrogen atoms and one
carbon atom can create quite an array of benefits and chal-
lenges. Thanks to that molecule, CH4, people can boil water
for tea, keep their kids warm in the winter and cool when
summer bears down. It is small, colorless, and odorless.

That's why it’s easy to overlook when the molecule escapes
the pipes transporting it or the facilities compressing or
burning it. But companies still take that hit to the bottom
line—and that hurts investor returns.

CH4, commonly known as methane, is the primary compo-
nent of natural gas. When methane escapes a pipeline or in
any other way evades its intended fate—namely, controlled
and intentional combustion—companies and their investors
are dealing with lost product. Lost product means lost profits.

Many investors consider relative indicators, such as how
their portfolios look when compared to relevant bench-
marks, key competitors, or the overall market. With natural
gas, a key comparison is that it emits fewer pollutants and
greenhouse gases than other fossil fuel energy sources
and can act as a bridge fuel—away from coal and towards
a future that includes natural gas and more renewables
generation. Natural gas can meet baseload generation
needs with lower emissions potential, with an important
caveat: The positive environmental profile only exists so
long as it's produced, transported, and combusted with
robust emissions management and operational integrity.
This brings us to the last important comparison: Methane’s
global warming potential is at least 80 times more potent
than that of carbon dioxide over a 20-year period.

If a greenhouse gas is like a blanket wrapped around the
planet, its global warming potential is how much heat it
can absorb over a period of time. The more heat it absorbs,
the warmer the planet gets. Methane is like an electric
blanket turned up to the highest setting, at a time when
we need to be mitigating temperature rise.

Many companiesin the natural gas and energy value chains
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understand that methane emissions mean not only lost
product, but also potential damage to their social license
to operate and certain damage to the environmental and
competitive edge natural gas enjoys over other fossil fuel
energy sources. Such operators are the leaders forward-
looking investors want for their portfolios, and the part-
ners we want brainstorming solutions for the future.

But not all companies are self-motivated to prevent
methane leaks, and so we support regulations that would
help to both even the playing field and ensure that the
industry overall is not damaged by the poor practices
of some of its actors. The Pipeline and Hazardous Mate-
rials Safety Administration’s (PHMSA) proposed safety,
leak detection, and repair rule would be an effective and
common-sense standard, in our view, setting an adequate
baseline for methane management across the industry.
Further, we believe it would provide long-term regulatory
certainty to companies and help mitigate climate- and
transition-related risks for investors.

What else do we know? That the proposal can improve the
efficiency and reliability of US energy infrastructure writ
large. That it can help protect the US natural gas industry’s
appeal in a global market where competition is becoming
more fierce and demanding. That, financially, it makes
sense: PHMSA's cost-benefit analysis estimates that overall
compliance costs to the industry would be $740 million to
$900 million per year, compared with $341 million to $1.4
billion in benefits—and that doesn’t even begin to reflect
the reputational, operational, and safety risks that such a
rule would help mitigate.

With methane, not being able to see the molecule with our
bare eyes doesn’'t mean we can’t see a solution whenit's in
front of us. First, we strongly support PHMSA's proposed
rule and urge all concerned investors and companies to
likewise raise their voices. Second, we call on PHMSA to
get this proposed rule finalized and in effect as quickly as
possible so that companies and stakeholders can begin to
enjoy its benefits now.
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Luan Jenifer joined Miller/Howard Investments in 2002. Previously, Luan held several key
leadership positions at the firm including Chief Operating Officer and Head of ESG. In

her long-time work as Head of ESG, Luan was instrumental in expanding the scope and
impact our environmental, social, and governance (ESG) program, which began over three
decades ago. Luan is chair of the Executive Committee, and serves on Miller/Howard's
Board of Directors, Corporate Governance and Nominating Committee, and Compensation
Committee. As an avid supporter of local community organizations, Luan created the firm'’s
volunteer time off program. Luan holds a BS from Marist College.

DISCLOSURE
INVESTMENT PRODUCTS: ARE NOT FDIC INSURED - MAY LOSE VALUE - ARE NOT BANK GUARANTEED

Opinions and estimates offered constitute Miller/Howard Investments’ judgment and are subject to change without notice,
as are statements of financial market trends, which are based on current market conditions. Nothing stated herein, includ-
ing the mention of specific company names, should be construed as a recommendation to buy, hold, or sell any security,
sector, or MLPs in general. All investments carry a certain degree of risk, including possible loss of principal. It is important
to note that there are risks inherent in any investment and there can be no assurance that any asset class will provide pos-
itive performance over any period of time. The material may also contain forward-looking statements that involve risk and
uncertainty, and there is no guarantee they will come to pass.

Common stocks do not assure dividend payments. Dividends are paid only when declared by an issuer’s board of directors,
and the amount of any dividend may vary over time. Dividend yield is one component of performance and should not be
the only consideration for investment.

The information above is from sources deemed to be reliable and is provided strictly for the convenience of our investors
and their advisors. These materials are solely informational. Legal, accounting and tax restrictions, transaction costs, and
changes to any assumptions may significantly affect the economics of any transaction.

The information and analyses contained herein are not intended as tax, legal, or investment advice and may not be appro-

priate for your specific circumstances; accordingly, you should consult your own tax, legal, investment, or other advisors, at
both the outset of any transaction and on an ongoing basis, to determine such appropriateness. Any investment returns —
past, hypothetical, or otherwise — are not indicative of future performance.

Investment Decisions: Do not use this report as the sole basis for investment decisions. Do not select an allocation, invest-
ment discipline, or investment manager based on performance alone. Consider, in addition to performance results, other
relevant information about each investment manager, as well as matters such as your investment objectives, risk tolerance,
and investment time horizon.

The returns on a portfolio that utilizes environmental, social, or governance (ESG) criteria for stock selection may be lower
or higher than portfolios where ESG factors are not considered, and the investment opportunities available to such portfoli-
os may differ.

Past performance does not guarantee future results.

© 2024 Miller/Howard Investments.
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