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- What environmental and/or social characteristics are promoted by this financial

product?

The Fund Manager and its affiliates (collectively "MFS") are a global long-term
investment manager. Effective 31 May 2022, the Sub-Fund promotes the MFS Low
Carbon Transition Characteristic, which refers to the transition to a low carbon economy
that MFS as an allocator of capital will promote through active engagement and the
application of climate criteria to certain investments made by this product. In
particular, the Sub-Fund will aim to have at least 50% of the equity securities in the
portfolio invested in equity issuers that meet at least one of the three climate criteria
(see below) from 1 January 2027 (the "Transition Date").

It should be noted that, in implementing its investment strategy and as an overarching
binding restriction, the Fund Manager is required to exclude companies from the Sub-
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Fund’s portfolio referenced on the Fund's proprietary exclusion list. The latter screens
out companies based on their involvement in controversial practices against
international norms. The core normative framework consists of the Principles of the
UN Global Compact, the OECD Guidelines for Multinational Enterprises and the UN
Guiding Principles for Business and Human Rights. Equally screened out are companies
linked to following controversial weapons: anti-personnel mines, cluster munitions,
chemical weapons, biological weapons, depleted uranium, white phosphorus and
nuclear weapons. The Fund’s exclusion list can be viewed at
https://fdc.public.lu/en/investissement-responsable/liste-exclusion-fdc.html.

No reference benchmark has been designated for the purpose of attaining the
environmental or social characteristics promoted by the Sub-Fund.

What sustainability indicators are used to measure the attainment of each of the
environmental or social characteristics promoted by this financial product?

The following climate criteria, calculated on an asset weighted basis, will be used to measure
the attainment of the MFS Low Carbon Characteristic in the portfolio of the Sub-Fund,
depending on the composition of the portfolio assets at the time:

e Climate Criterion 1 - Measuring GHG intensity of equity issuers: the percentage (%) of
equity securities in the portfolio invested in equity issuers that reduced their annual
GHG intensity in accordance with the methodology set out in the Sub-Fund’s website
disclosure.

e Climate Criterion 2 - Measuring recognised GHG emissions reduction or stabilization
program: the percentage (%) of equity securities in the portfolio invested in equity
issuers that have adopted such programs in accordance with the methodology set out
in the Sub-Fund’s website disclosure.

e Climate Criterion 3 - Measuring “net-zero” issuers: the percentage (%) of equity
securities in the portfolio invested in equity issuers that are operating at “net-zero”
determined in accordance with the methodology set out in the Sub-Fund’s website
disclosure.

In addition, the Sub-fund has to follow an exclusion list with a certain number of companies
who are not in line with international conventions and standards or linked to controversial
weapons.

What are the objectives of the sustainable investments that the financial product partially
intends to make and how does the sustainable investment contribute to such objectives?

The Sub-Fund does not commit to make sustainable investments.

How do the sustainable investments that the financial product partially intends to make, not
cause significant harm to any environmental or social sustainable investment objective?

Not applicable.

- How have the indicators for adverse impacts on sustainability factors been taken
into account?

Not applicable.


https://fdc.public.lu/en/investissement-responsable/liste-exclusion-fdc.html

- How are the sustainable investments aligned with the OECD Guidelines for
Multinational Enterprises and the UN Guiding Principles on Business and Human
Rights?

Not applicable.

The EU Taxonomy sets out a “do not significant harm” principle by which Taxonomy-aligned investments
should not significantly harm EU Taxonomy objectives and is accompanied by specific EU criteria.

The “do no significant harm” principle applies only to those investments underlying the financial product
that take into account the EU criteria for environmentally sustainable economic activities. The investments
underlying the remaining portion of this financial product do not take into account the EU criteria for
environmentally sustainable economic activities.

Any other sustainable investments must also not significantly harm any environmental or social objectives.

Does this financial product consider principal adverse impacts on sustainability
factors?

Yes. MFS believes that integrating financially material sustainability (environmental,
social and governance or ESG) factors into investment analysis and decision-making
processes leads to better informed decision-making which will drive investment
returns over the long term. MFS investment professionals across the MFS Global
Integrated Research Platform have access to proprietary interactive dashboards which
allow them to visualize and analyse various ESG data elements, including the principal
adverse impact indicators set out below. These ESG data elements are intended to
enable MFS investment professionals to better understand and assess the financial
impact of sustainability (ESG) factors on issuers and the portfolio, the negative external
impact of issuers and the portfolio on sustainability (ESG) factors, and make informed
long term investment decisions that are consistent with the financial investment
objective of the Sub-Fund.

To complement the promotion of the MFS Low Carbon Transition Characteristic which
incorporates the GHG emissions (scope 1 and 2, and 3 where available) and GHG
intensity of investee companies principal adverse impact indicators, MFS also makes
available to investment professionals the following additional greenhouse gas
emissions principal adverse impact indicators: carbon footprint, exposure to
companies active in the fossil fuel sector, share of non-renewable energy consumption
and production and energy consumption intensity per high impact climate sector
(collectively, the "Additional Emissions Indicators").

At a portfolio level, MFS investment professionals will consider these Additional
Emissions Indicators alongside the MFS Low Carbon Transition Characteristic and
underlying climate criteria. MFS investment professionals will use the Additional
Emissions Indicators as part of their broader assessment to address the readiness of
issuers to transition their activities towards a low carbon economy and will engage
with issuers consistent with the MFS Low Carbon Transition Characteristic.
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MFS also makes available to investment professionals the following social principal
adverse impact indicators: violations of UN Global Compact principles and OECD
Guidelines for Multinational Enterprises and board gender diversity. MFS investment
professionals will consider these indicators within their broader ESG integration
framework in the investment process to assess financial materiality and also their
engagement practices. In partnership with our global stewardship team and our team
of ESG specialists, MFS assesses and addresses the potential adverse impact of
companies assessed at the portfolio level through its engagement approach, which
may include direct engagement and industry collaborations (as appropriate).

Sustainability issues are complex, interconnected and evolving. MFS believes that the
materiality of principal adverse impacts cannot be reduced to an automated process.
The consideration of principal adverse impacts by MFS investment professionals for
financial materiality is generally subjective and often involves considering risks or
opportunities that are intangible and hard to measure. Their analysis will therefore be
in-depth, qualitative, issuer-specific and contextual. MFS investment professionals
retain flexibility to consider the principal adverse impacts within different points of the
investment process and engagement activities, and the extent to which MFS
investment professionals consider principal adverse impact indicators may vary.
Importantly, MFS investment professionals do not apply principal adverse impact
indicators as the basis for exclusions or screens, nor would these indicators be used
within a purely quantitative portfolio optimization framework. As principal adverse
indicators are considered at the portfolio level, MFS investment professionals will
engage with certain issuers in the portfolio with respect to issues that are considered
to be financially material and not engage with every issuer within the portfolio.

What investment strategy does this financial product follow?

In pursuing the Sub-Fund's investment objective set out in the Fund’s Issue Document,
it will also promote the MFS Low Carbon Transition Characteristic.

Blending fundamental with quantitative research and active engagement, MFS
investment professionals will assess and monitor equity issuers for their readiness to
transition to a low carbon economy by measuring such issuers against the climate
criteria of the MFS Low Carbon Transition Characteristic. MFS investment professionals
will also actively engage equity issuers on the climate criteria of the MFS Low Carbon
Transition Characteristic and their response to climate change. In engaging on the
climate criteria, MFS investment professionals will seek to influence equity issuers on
the following: providing climate disclosure that is clear, consistent, audited and
decision-useful; undertake carbon reduction plans that are aligned with international
standards and global ambitions; and holding senior leadership accountable for climate
responses.

By actively engaging equity issuers on the climate criteria, especially during the period
leading up to the Transition Date, MFS investment professionals will gradually adjust
as necessary the level of equity instruments in the portfolio of the Sub-Fund towards
the minimum target 50% climate criteria threshold from the Transition Date.



Where the equity securities of the portfolio (on an asset weighted basis) fall below the
50% climate criteria threshold after the Transition Date, MFS investment professionals
will undertake a review of the portfolio and implement a remedial plan. The remedial
plan may include an assessment of the shortfall, a consideration of how to raise the
threshold through various active ownership escalation strategies to address this over
time, including reduction of exposure or divestment where active ownership is not
deemed to be appropriate or feasible. As our purpose is to effect meaningful change
in the real economy, immediate divestment and/or portfolio repositioning may not be
the best approach to promote the MFS Low Carbon Transition Characteristic and the
portfolio may remain below 50% for a period of time. In making portfolio adjustments,
MEFS investment professionals will take into account the need to minimise financial
loss, ensure responsible risk management and mitigate disruption to the Sub-Fund.
MEFS investment professionals may also choose to invest in equity issuers that cause
the portfolio to fall below the 50% target following the Transition Date. However, this
would only be permissible where the MFS investment professionals reasonably believe
that promotion of the MFS Low Carbon Characteristic in relation to the climate criteria
can be achieved within a reasonable timeframe through the use of active ownership
tools to effect change at the level of the equity issuer.

Information on the extent to which the Sub-Fund is meeting the climate criteria
threshold and further details relating to the MFS Low Carbon Characteristic are
available in the Sub-Fund’s website disclosure.

The Sub-Fund’s general investment approach is described in the Fund’s Issue
Document.

What are the binding elements of the investment strategy used to select the
investments to attain each of the environmental or social characteristics promoted by
this financial product?

The Sub-Fund will promote the MFS Low Carbon Characteristic by: actively engaging
with existing, new and/or prospective equity issuers on the climate criteria before and
beyond the Transition Date as explained above; applying the climate criteria to equity
securities in the portfolio of the Sub-Fund with the aim of having at least 50% of the
equity securities invested in equity issuers that meet any one of the three climate
criteria from the Transition Date; and undertake a remedial plan where the equity
securities of the portfolio fall below the 50% climate criteria target from the Transition
Date.

In addition, the Sub-Fund has to follow an exclusion list with a certain number of
companies who are not in line with international conventions and standards or linked
to controversial weapons.

What is the committed minimum rate to reduce the scope of the investments considered
prior to the application of that investment strategy?

The Sub-Fund does not commit to reduce the scope of the investments by a minimum
rate prior to the application of the investment strategy.
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What is the policy to assess good governance practices of the investee companies?

MFS considers "good governance" to mean the standards of governance that
organisations seeking or obtaining capital in public markets to finance economic
activities are required to comply or expected to conform and which may have a
material impact on the value of the organisation. These standards of governance cover
a broad range of matters including its structure, constitutional arrangements,
management, culture, remuneration and compensation policies, employee relations,
accountability to shareholders, engagement with broader stakeholders, compliance
with applicable laws and adherence to industry norms. It is important to note that
these standards of governance are not static and evolve within the broader
environment in which issuers operate. The MFS investment professionals assess and
monitor the governance practices of equity issuers in which the Sub-Fund is invested
to determine whether these issuers follow good governance practices. These
assessments are inherently subjective, qualitative and complex and dependent on the
availability and reliability of data. They are unique to the equity issuer and may vary
based on the broader operating context including market expectations, local practices,
sector and industry. It is important to note that these assessments are continuous
rather than point in time. MFS will seek to assist equity issuers to improve their
governance practices through the deployment of our active ownership tools explained
above. This enables MFS investment professionals to raise concerns or make
suggestions on a particular aspect of the equity issuer's governance practice.

What is the asset allocation planned for this financial product?

As set forth and further detailed in the Fund’s Issue Document, the Sub-Fund invests
in eligible equity securities. The Sub-Fund will aim to have at least 50% of the equity
securities in the portfolio invested in equity issuers meeting at least one of the climate
criteria from the Transition Date and therefore aligned with the E/S characteristics
promoted by the Sub-Fund (i.e. # 1) from the Transition Date.

InvestmentS
#2 Other

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the
environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the
environmental or social characteristics, nor are qualified as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics
promoted by the financial product?

The Fund Manager does not use derivatives to attain the environmental or social
characteristics of the Sub-Fund.
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To what minimum extent are sustainable investments with an environmental
objective aligned with the EU Taxonomy? Does the financial product invest in fossil
gas and/or nuclear energy related activities that comply with the EU Taxonomy??

The Sub-Fund does not aim or commit to invest in sustainable investments with an
environmental objective aligned with the EU Taxonomy.

The Sub-Fund does not aim or commit to invest in invest in fossil gas and/or nuclear
energy related activities that comply with the EU Taxonomy.

What is the minimum share of investments in transitional and enabling activities?

The Sub-Fund does not commit to a minimum share in transitional and enabling
activities.

What is the minimum share of sustainable investments with an environmental
objective that are not aligned with the EU Taxonomy?

The Sub-Fund does not commit to a minimum share in sustainable investments with
an environmental objective.

What is the minimum of sustainable investments with a social objective?

The Sub-Fund does not commit to a minimum share of socially sustainable
investments.

What investments are included under “#2 Other”, what is their purpose and are there
any minimum environmental or social safeguards?

The aim is to apply the MFS Low Carbon Transition Characteristic to more than 50% of
the equity securities in the portfolio of the Sub-Fund from the Transition Date. For
those equity securities that do not adhere to the climate criteria of the MFS Low
Carbon Transition Characteristic, MFS investment professionals will continue to
actively engage with these issuers on the climate criteria.

The remaining portfolio may also hold instruments not subject to the MFS Low Carbon
Transition Characteristic such as cash, cash equivalents and financial derivative
instruments for the purposes of efficient portfolio management and/or risk hedging.
For those investments no environmental or social safeguards are applied.

1 Fossil gas and/or nuclear related activities will only comply with the EU Taxonomy where they contribute to limiting climate change (“climate
change mitigation”) and do not significantly harm any EU Taxonomy objective. Fossil gas criteria include limitations on emissions and switching to
renewable power or low-carbon fuels by the end of 2035. Nuclear energy criteria include comprehensive safety and waste management rules. The
full criteria are laid down in Commission Delegated Regulation (EU) 2022/1214.
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| @l Where can | find more product-specific information online?

More product-specific information can be found on the websites:

e https://www.fdc.lu

e https://fdc.public.lu/en/investissement-responsable/approches-durables-gerants-
fdc.html
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