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Sustainability at MFS

Our purpose at MFS is to create long-term value responsibly. In order to achieve this, we integrate ESG factors
into our investment process. Proxy voting and engagement also play a pivotal role.

Rather than simply divest or apply blanket exclusions, we believe it isin our clients' best interest for us to
engage with companies on challenging issues. At times, we use our voting rights as shareholders to drive the
change we believe is necessary. This approach is far more resource intensive than divestment, but we believe
it drives long-term value for our clients, and often for broader society too.

This case study illustrates our collaborative, security-specific approach to proxy voting.

Active Ownership and Proxy Voting at MFS

Open communication with companies and issuers is a critical aspect of our ownership responsibilities.

We believe that long-term-oriented asset managers who engage companies and issuers on ESG topics can
positively influence business practices by encouraging executive teams to more fully appreciate the impact
that these issues may have on companies' long-term value.

Shareholders have the right to vote on certain topics for the companies they own. MFS’ stewardship
specialists manages these votes on behalf of our clients who delegate us to vote for them. The team employs
a collaborative approach in its decision-making, often incorporating information and perspectives from

our global team of investment professionals, public disclosures, engagement discussions with our portfolio
companies, and a variety of third-party research tools. This process facilitates well-rounded viewpoints on
key issues, which we believe leads to well-informed, security-specific voting decisions.

Proxy Contests

A proxy contest occurs when one or more shareholders - referred to as the “dissident” — seek to create change
by asking a company’s shareholders to replace certain members of the board with individuals nominated

by the dissident. MFS takes special care in evaluating proxy contests, as these contests have a substantial
influence on a firm’s governance and, often, strategic direction.

ExxonMobil case study - background

The proliferation of cheap fossil fuels has led to unparalleled economic progress. It has also made oil and gas
companies highly valuable. In fact, ExxonMobil ("Exxon") was the world’s most valuable company back in
2010." And yet, the onset of climate change means that the use of fossil fuels must be scaled back globally.
This represents an existential threat to companies such as Exxon.

Exxon has faced growing criticism, most recently from activist hedge fund Engine No.1, regarding its
financial performance, strategy and board composition. More generally, the critique centers around poor
capital allocation and a board unprepared for an energy transition. This is the highest profile case to date of
activist investors putting forward a dissident slate of directors due to a company's lack of progress on the
energy transition.
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Engine No.1's proposal

Engine No.1's dissident card proposed four replacements to the twelve-member board of directors at
ExxonMobil. These four replacements were believed to bring much needed expertise to aid the board's ability
to understand and bring about the energy transition required. Three of the four nominees were ultimately
elected to Exxon's board, in what can only be described as the most stunning climate-related contest to date.

Exhibit 1: Stewardship at MFS — An emphasis on collaboration

Review and debate
information/data (where warranted)

Assess proposals Collect

Vote accordingly

Assess proposals

The first step in our proxy voting process is to conduct a preliminary assessment of the proposals put
forward at the companies we invest in. With respect to focused proxy contests or environmental shareholder
proposals, our goal is not to simply vote in favor of the dissident slate or as many proposals as possible, but
instead to identify those that will have the most meaningful impact on outcomes for companies and our
clients. When warranted, such as in this case, we take a highly collaborative and in-depth approach that can
require a meaningful amount of time from key personnel.

In this situation, we believed that the risks to our clients, should Exxon fail to transition, were viewed as
significant and therefore warranted the investment of significant resources, in spite of our modest ownership
of Exxon stock.

Collect information and data

We seek to gather the best information and data available to ensure we have a deep understanding of what
is being proposed. We draw primarily on our own internal company research, but we also incorporate other
sources, such as research and analysis from proxy advisory firms. This external research is often useful and is
widely distributed within MFS via our centralized investment research database and platform.

MFS may consider environmental, social, and governance (ESG) factors in its fundamental investment
analysis alongside more traditional economic factors where MFS believes such ESG factors could materially
impact the economic value of an issuer. The extent to which any ESG factors are considered and whether they
impact returns will depend on a number of variables, such as investment strategy, the types of asset classes,
regional and geographic exposures, and an investment professional’s views and analysis of a specific ESG
issue. ESG factors alone do not determine any investment decision. MFS may incorporate ESG factors into its
engagement activities when communicating with issuers but these engagement activities will not necessarily
resultin changes to any issuer’s ESG-related practices.
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Review, debate and decide

In the case of Exxon, the covering analyst, an ESG specialist, several portfolio managers, members of the
stewardship specialists, and the chief sustainability officer at MFS all met to discuss our voting options. The
team thoughtfully debated the company's climate transition risks and recent actions taken by the executive
team to improve the management of those risks. We had long viewed their actions in relation to this as
insufficient, but we needed to understand which of several voting options and potential changes would
produce the best outcome for the company and MFS' clients.

After much consideration, the team agreed that voting in favor of Engine No.1's nominees was necessary to
increase the board's overall level of awareness of, and experience in, areas of renewable technologies and the
transition more generally. Given the substantial potential change to the board that this vote would bring to
the company, we chose to vote against a separate shareholder proposal that was seeking to separate the CEO
and chair roles. We decided the person now serving in both roles should remain, as he has shown a greater
willingness than predecessors to consider climate issues.

Vote
Once a decision is reached, a member of our stewardship team executes our votes accordingly.

Conclusion

We seek to achieve our clients' long-term economic objectives by responsibly allocating their capital.
Generating strong long-term investment performance is critical to fulfilling this purpose. We believe future
investment returns are likely to be impacted by climate change and other ESG matters and the policies
designed to address these issues. Influence does, however, require a seat at the table, which is one of the
reasons we favor active ownership over divestment or exclusion. The recent events at Exxon show how
powerful active ownership can be. With several new climate-conscious and highly experienced board
members confirmed, future capital allocation plans look set to change to incorporate the transition to a low-
carbon economy. This would be a major shift for a company that has been the world's fifth largest producer of
greenhouse gas emissions.” 4

Please keep in mind that a sustainable investing approach does not guarantee positive results and all
investments, including those that integrate ESG considerations into the investment process, carry a certain
amount of risk including the possible loss of the principal amount invested.
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Endnotes
" Global 500 jun 2010 web.xls (ft.com).
? The Carbon Majors Database: CDP Carbon Majors Report 2017.

This material is directed at investment professionals for general information use only with no consideration given to the specific investment objective, financial situation and particular needs
of any specific person. Any securities and/or sectors mentioned herein are for illustration purposes and should not be construed as a recommendation for investment. Investment involves risk.
Past performance is not indicative of future performance. The information contained herein may not be copied, reproduced or redistributed without the express consent of MFS Investment
Management (“MFS”). While the information is believed to be accurate, it may be subject to change without notice. MFS does not warrant or represent that it is free from errors or omissions or
that the information is suitable for any particular person’s intended use. Except in so far as any liability under any law cannot be excluded, MFS does not accept liability for any inaccuracy or for
the investment decisions or any other actions taken by any person on the basis of the material included. MFS does not authorise distribution to retail investors.

The views expressed are those of the author(s) and are subject to change at any time. These views are for informational purposes only and should not be relied upon as a recommendation to
purchase any security or as a solicitation or investment advice. No forecasts can be guaranteed. Past performance is no guarantee of future results.

Unless otherwise indicated, logos and product and service names are trademarks of MFS® and its affiliates and may be registered in certain countries.

Distributed by: U.S. - MFS Institutional Advisors, Inc. (“MFSI”), MFS Investment Management and MFS Fund Distributors, Inc., Member SIPC; Latin America - MFS International Ltd.;
Canada - MFS Investment Management Canada Limited. Note to UK and Switzerland readers: Issued in the UK and Switzerland by MFS International (U.K.) Limited (“MIL UK”), a private
limited company registered in England and Wales with the company number 03062718, and authorised and regulated in the conduct of investment business by the UK Financial Conduct
Authority. MIL UK, an indirect subsidiary of MFS®, has its registered office at One Carter Lane, London, EC4V 5ER. Note to Europe (ex UK and Switzerland) readers: Issued in Europe by
MFS Investment Management (Lux) S.a r.l. (MFS Lux) - authorized under Luxembourg law as a management company for Funds domiciled in Luxembourg and which both provide
products and investment services to institutional investors and is registered office is at S.a r.l. 4 Rue Albert Borschette, Luxembourg L-1246. Tel: 352 2826 12800. This material shall not be
circulated or distributed to any person other than to professional investors (as permitted by local regulations) and should not be relied upon or distributed to persons where such reliance
or distribution would be contrary to local regulation; Singapore - MFS International Singapore Pte. Ltd. (CRN 201228809M); Australia/New Zealand - MFS International Australia Pty Ltd
(“MFS Australia”) (ABN 68 607 579 537) holds an Australian financial services licence number 485343. MFS Australia is regulated by the Australian Securities and Investments Commission.;
Hong Kong - MFS International (Hong Kong) Limited (“MIL HK”), a private limited company licensed and regulated by the Hong Kong Securities and Futures Commission (the “SFC”). MIL
HKis approved to engage in dealing in securities and asset management regulated activities and may provide certain investment services to “professional investors” as defined in the
Securities and Futures Ordinance (“SFQ”).; For Professional Investors in China - MFS Financial Management Consulting (Shanghai) Co., Ltd. 2801-12, 28th Floor, 100 Century Avenue,
Shanghai World Financial Center, Shanghai Pilot Free Trade Zone, 200120, China, a Chinese limited liability company registered to provide financial management consulting services.,;
Japan - MFS Investment Management K.K., is registered as a Financial Instruments Business Operator, Kanto Local Finance Bureau (FIBO) No.312, a member of the Investment Trust
Association, Japan and the Japan Investment Advisers Association. As fees to be borne by investors vary depending upon circumstances such as products, services, investment period and
market conditions, the total amount nor the calculation methods cannot be disclosed in advance. All investments involve risks, including market fluctuation and investors may lose the
principal amount invested. Investors should obtain and read the prospectus and/or document set forth in Article 37-3 of Financial Instruments and Exchange Act carefully before making
the investments ; Bahrain - This document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer to the public will be made in the
Kingdom of Bahrain and this document is intended to be read by the addressee only and must not be passed to, issued to, or shown to the public generally. The Central Bank of Bahrain
assumes no responsibility for the accuracy and completeness of the statements and information contained in this document and expressly disclaims any liability whatsoever for any loss
howsoever arising from reliance upon the whole or any part of the contents of this document. The Board of Directors and the management of the issuer accepts responsibility for the
information contained in this document. To the best of the knowledge and belief of the board of directors and the management, who have all taken all reasonable care to ensure that such
is the case, the information contained in this document is in accordance with the facts and does not omit anything likely to affect the reliability of such information.; Kuwait - This
document is not for general circulation to the public in Kuwait. The information has not been licensed for offering in Kuwait by the Kuwait Capital Markets Authority or any other relevant
Kuwaiti government agency. No private or public offering of the information is being made in Kuwait, and no agreement relating to the information will be concluded in Kuwait. No
marketing or solicitation or inducement activities are being used to offer or market the information in Kuwait.; Oman - For Residents of the Sultanate of Oman: The information contained
in this document does not constitute a public offer of securities in the Sultanate of Oman as contemplated by the Commercial Companies Law of Oman (Royal Decree 4/74) or the Capital
Market Law of Oman (Royal Decree 80/98). This information is being circulated on a limited basis only to corporate entities that fall within the description of sophisticated investors (Article
139 of the Executive Regulations of the Capital Market Law). The recipient acknowledges that they are a sophisticated investor who has experience in business and financial matters and is
capable of evaluating the merits and risks on an investment.; South Africa - This document has not been approved by the Financial Services Board and neither MFS International (U.K.)
Limited nor its funds are registered for public sale in South Africa.; UAE - This document, and the information contained herein, does not constitute, and is not intended to constitute,

a public offer of securities in the United Arab Emirates and accordingly should not be construed as such. The information is only being offered to a limited number of exempt investors in
the UAE who fall under one of the following categories of non-natural Qualified Investors: (1) an investor which is able to manage its investments on its own, namely: (a) the federal
government, local governments, government entities and authorities or companies wholly-owned by any such entities; (b) international entities and organisations; or (c) a person licensed
to carry out a commercial activity in the UAE, provided that investment is one of the objects of such person; or (2) an investor who is represented by an investment manager licensed by the
SCA, (each a “non-natural Qualified Investor”). The information and data have not been approved by or licensed or registered with the UAE Central Bank, the Securities and Commodities
Authority, the Dubai Financial Services Authority, the Financial Services Regulatory Authority or any other relevant licensing authorities or governmental agencies in the UAE (the
“Authorities”). The Authorities assume no liability for any investment that the named addressee makes as a non-natural Qualified Investor diligence on the accuracy of the information
relating to the securities. If you do not understand the contents of this document you should consult an authorised financial adviser.; Saudi Arabia - This document may not be distributed
in the Kingdom except to such persons as are permitted under the Investment Funds Regulations issued by the Capital Market Authority. The Capital Market Authority does not make any
representation as to the accuracy or completeness of this document, and expressly disclaims any liability whatsoever for any loss arising from, or incurred in reliance upon, any part of this
document. Prospective purchasers of the securities offered hereby should conduct their own due diligence on the accuracy of the information relating to the securities. If you do not
understand the contents of this document, you should consult an authorised financial adviser.; Qatar - This material/fund is only being offered to a limited number of investors who are
willing and able to conduct an independent investigation of the risks involved in an investment in such material/fund. The material does not constitute an offer to the public and is for the
use only of the named addressee and should not be given or shown to any other person (other than employees, agents or consultants in connection with the addressee’s consideration
thereof). The fund has not been and will not be registered with the Qatar Central Bank or under any laws of the State of Qatar. No transaction will be concluded in your jurisdiction and any
inquiries regarding the material/fund should be made to your contact outside Qatar.

FORINSTITUTIONAL AND INVESTMENT PROFESSIONAL USE ONLY. MFSE_FLY_9247€178_955_32‘31


http://media.ft.com/cms/620e79e8-8837-11df-a4e7-00144feabdc0.pdf

