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Second Quarter 2025 Carbon Capture, Utilization and Storage

It is increasingly clear that carbon emissions management will have a role to play in helping hard-to-abate sectors reach
their medium and long-term decarbonization goals. As such, investors need to understand the emergent technologies
shaping this market and the role that demand for carbon management will play in driving future sector-level dynamics.
Here, we attempt to demystify carbon capture, utilization and storage (CCUS), using insights gleaned from our thematic
research on the topic.

CCUS refers to the deployment of technologies dedicated to the prevention from entering or removal of CO2 emissions
in the atmosphere, and ultimately storing compressed CO2 deep underground.
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Broadly, CCUS includes two approaches to removing and sequestering CO2 emissions:

= Point source Carbon Capture and Storage: removal of “new” emissions directly produced by
industrial operations.

= Carbon Dioxide Removal: atmospheric carbon capture and removal of “existing” emissions.
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Although CCUS projects currently reduce only a small percentage of emissions worldwide, they have the
potential to play a crucial role in helping the energy and capital goods sectors significantly lower their
emissions in the future. In fact, some sectors have few alternative solutions for achieving net zero. Recent
campaigns like “Gigatonne by 2030” — referring to a target capturing one gigatonne (one billion metric
tonnes) of CO2 emissions annually by the year 2030 — in part reflects an appetite in the energy sector for
large-scale carbon management solutions.

Cross-sectoral research reveals potential in CCUS

In service of understanding sector trends, related alpha opportunities and downside risks, we aimed to:

1. Understand the recent spike in CCUS project announcements, and whether it is realistic and sustainable
2. Inform our view on the long-term outlook of gas (and coal) in energy and industrial processes

3. Identify areas of risk for stranded assets, wasted capex or substantial cost-overruns

4. Understand credibility of transition plans for energy and industrials companies

5. Identify who is doing it effectively as well as solutions providers with substantial growth potential

In line with the above, members of our investment team conducted focused research, engaged with
issuers and held internal discussions across relevant sector teams around the growing importance of
carbon capture technology in the global push for decarbonization. The work sought to contribute to our
investment process and relate conviction on names active in this emerging space.
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Net zero targets and regulatory support are driving demand for
CCUS innovation

Market trends, including policy incentives, technological advancements and corporate demand in high
emitting sectors, are key drivers of increased market demand for CCUS technology and are helping to
make this an economically viable option.

Country/ Region Legislation Date Description

Provided funding to be invested in carbon

elpmtzan lnmsirueiuye Ly L) 2z management projects and infrastructure.

United States
Provided enhanced tax credits (45Q) for carbon

liatisniRedctionAcu(Ika) 2022 capture projects and deployment at scale.
EU Innovation Fund 2020 Fun.ded large-scale CCUS and clean energy
projects across EU member states.
European . Included carbon pricing and support
Union Fitfor 55 Package 2021 mechanisms to incentivize CCUS adoption.
Net Zero Industry Act 2024 S‘etannual.umon—level CO2 storage goals and
aims to build up carbon storage market.
United Provided investment and regulatory backing
. North Sea Transition Deal 2021 for offshore carbon storage and hydrogen
Kingdom .
production.
Offered tax incentives for deploying carbon
Canada CCUS Investment Tax Credit 2022 capture technologies in industrial and energy
sectors.
. . A comprehensive government-supported CCUS
RoRSY Lo P IRe e, 202 initiative for industrial-scale deployment.
. 14th Five-Year Plan for CCUS 2021  Settargets and provided funding for CCUS pilot
China ) .
Development - 2025 and demonstration projects.

Above: A non-exhaustive list of global government action supporting CCUS implementation and scaling. Please note that
this list reflects initiatives as of 1 March 2025.

This supportive policy environment encourages companies to adopt CCUS and also incentivizes
investment in the development of more cost-efficient, scalable carbon capture technologies, further
enabling the transition to a low-carbon economy. Financial incentives to produce or purchase lower
emission products could also alter supply chains, shifting competitive advantages toward firms with
lower emissions or countries with a higher concentration of firms with CCUS. As CCUS has become more
mainstream, geographical formations allowing for underground carbon storage — depleted oil and gas
wells, saline reservoirs, basalt formations and old coal seams — have offered a disproportionate “first
mover” advantage to a handful of global regions. These regions include North American oil and gas
regions, the European North Sea, Australia and Saudi Arabia.
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https://www.energy.gov/sites/default/files/2021-12/FECM Infrastructure Factsheet.pdf
https://crsreports.congress.gov/product/pdf/IF/IF11455
https://climate.ec.europa.eu/eu-action/eu-funding-climate-action/innovation-fund/innovation-fund-projects_en
https://ec.europa.eu/commission/presscorner/detail/en/ip_23_4754
https://single-market-economy.ec.europa.eu/industry/sustainability/net-zero-industry-act_en
https://www.nstauthority.co.uk/the-move-to-net-zero/energy-integration/the-north-sea-transition-deal/
https://www.canada.ca/en/revenue-agency/services/tax/businesses/topics/corporations/business-tax-credits/clean-economy-itc/carbon-capture-itc.html
https://ccsnorway.com/the-project/
https://www.adb.org/publications/14th-five-year-plan-high-quality-development-prc
https://www.adb.org/publications/14th-five-year-plan-high-quality-development-prc
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CCUS in the energy sector

Upstream energy producers able to offer CCUS to customers can create new revenue streams. In power
utilities, CCUS can enable power suppliers to meet rising demand for low carbon energy. However,
implementing this technology also has the potential to increase production costs.

Case study: Exxon and Denbury

Major players in the energy sector are placing bets on the future profitability of CCUS, as evidenced by Exxon’s
$4.9 billion acquisition of American carbon capture and storage company Denbury Inc. in 2023. Touting the
US’ largest pipeline network across the southeastern Unites States, Denbury was one of the largest and most
established playersin the American CCUS space.

The case for the acquisition was enhanced by factors including:

1. States in the Southeast US — including Mississippi, Louisiana and Texas — are the dominant domestic
producers of oil and natural gas, thus much infrastructure was already in place.

2. There is significant demand for CCUS from the substantial local industrial base, in addition to Exxon’s own

industrial sites.
3. Denbury’s pipelines are positioned above deep earth geographic formations suited to long-term CO2 storage.

4. Denbury had already secured the necessary Class VI permits for carbon sequestration, which Exxon would be
grandfathered into.

Combination creates strong
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The Denbury deal was deemed a more cost-effective alternative to building out separate infrastructure
and pipelines from scratch. Acquiring infrastructure that avoids permitting delays and allows for
immediate large-scale point-source carbon capture and storage for industrial emissions gives Exxon a

key “first mover” advantage in this market. Exxon is also positioning itself to offer a reliable, low-cost and
end-to-end carbon capture and storage solution for clients, as well as enabling production of lower carbon
commodities like blue hydrogen (hydrogen that utilizes carbon capture technology during production).
Although this seems to be a “long game” investment for the company, it is indicative that the energy sector
predicts future profitability and compelling growth in CCUS ventures.

Is CCUS here to stay?

While an extremely promising frontier in the transitioning economy, CCUS is still far from exhibiting
widespread cost-effective adoption and may face strong headwinds in the coming years. Long-term
factors, including competition from other clean technologies and carbon pricing volatility, could affect
market demand for CCUS over time. Regulatory support for projects could also waver in line with shifting
policy support and itis not yet clear if there is an economic case for the use of unsubsidized CCUS given
the high cost of implementation.

Sometimes touted as a “silver bullet” to achieve net zero goals, investors and issuers will need to navigate
conversations around CCUS technology while still prioritizing initiatives that will reduce operational
emissions. Ultimately, we will need to ensure that CCUS is not being over-relied on and that related
investments will generate appropriate and durable returns.

Despite the risks, its growth potential, applicability to some of our highest emitters, early uptake by key
players and policy support makes CCUS a worthwhile exploration for issuers and investors.
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MFS may incorporate environmental, social, or governance (ESG) factors into its investment decision making, fundamental investment analysis and engagement activities when
communicating with issuers. The statements or examples provided above illustrate certain ways that MFS has historically incorporated ESG factors when analyzing or engaging with certain
issuers but they are not intended to imply that favorable investment, ESG outcomes or engagement outcomes are guaranteed in all situations or in any individual situation. When engaging
with companies, including engagements on ESG topics, MFS’ focus is discussing, gathering information about, and seeking appropriate transparency on matters that could be material to the
long-term economic valuation of the company so that MFS may make an informed investment decision that advances MFS clients’ long-term economic interests. MFS does not engage for the
purpose of trying to change or influence control of a company. Engagements often consist of ongoing communications with an issuer. Engagement with an issuer may not result in any direct
changes to any issuer’s ESG-related practices. Favorable investment or engagement outcomes, including those described above, may be unrelated to MFS analysis or activities. The degree to
which MFS incorporates ESG factors into its investment decision making, investment analysis and/or engagement activities will vary by strategy, product, and asset class, and may also vary
over time, and will generally be determined based on MFS’ opinion of the relevance and materiality of the specific ESG factors (which may differ from judgements or opinions of third-parties,
including investors). Any examples above may not be representative of ESG factors used in the management of any investor’s portfolio. Any ESG assessments or incorporation of ESG factors
by MFS may be reliant on data received from third-parties (including investee companies and ESG data vendors), which may be inaccurate, incomplete, inconsistent, out-of-date or estimated,
oronly consider certain ESG aspects (rather than looking at the entire sustainability profile and actions of an investment or its value chain), and as such, may adversely impact MFS’ analysis

of the ESG factors relevant to an investment. The information included above, as well as individual companies and/or securities mentioned, should not be construed as investment advice, a
recommendation to buy or sell or an indication of trading intent.

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.

GLOBAL DISCLOSURE
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 Investment Management; Latin America - MFS International Ltd.

Please note thatin Europe and Asia Pacific, this document is intended for distribution to investment professionals and institutional use only. In Canada, this document is intended
for distribution to institutional clients only. In Qatar this document is strictly for sophisticated investors and high net worth individuals only.

Note to readersin Canada: Issued in Canada by 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 . (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 . 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 HK

is 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 (“SFO”).; 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 ; For readers in Saudi Arabia, Kuwait,
Oman, and UAE (excluding the DIFC and ADGM). In Qatar strictly for sophisticated investors and high net worth individuals only. In Bahrain, for sophisticated institutions only: The
information contained in this document is intended strictly for professional investors. The information contained in this document, does not constitute and should not be construed as

an offer of, invitation or proposal to make an offer for, recommendation to apply for or an opinion or guidance on a financial product, service and/or strategy. Whilst great care has been taken

to ensure that the information contained in this document is accurate, no responsibility can be accepted for any errors, mistakes or omissions or for any action taken in reliance thereon. You
may only reproduce, circulate and use this document (or any part of it) with the consent of MFS international UK. Ltd (“MIL UK”). The information contained in this document is for information
purposes only. Itis not intended for and should not be distributed to, or relied upon by, members of the public. The information contained in this document, may contain statements that are not
purely historical in nature but are “forward-looking statements”. These include, amongst other things, projections, forecasts or estimates of income. These forward-looking statements are based
upon certain assumptions, some of which are described in other relevant documents or materials. If you do not understand the contents of this document, you should consult an authorised
financial adviser. Please note that any materials sent by the issuer (MIL UK) have been sent electronically from offshore. South Africa - This document, and the information contained is not
intended and does not constitute, a public offer of securities in South Africa and accordingly should not be construed as such. This document is not for general circulation to the public in South
Africa. This document has not been approved by the Financial Sector Conduct Authority and neither MFS International (U.K.) Limited nor its funds are registered for public sale in South Africa.
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