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GGLLOOBBAALL  PPRROOXXYY  VVOOTTIINNGG  &&  EENNGGAAGGEEMMEENNTT  RREEPPOORRTT  ––    

PPRROOXXYY  PPOOLLIICCYY  UUPPDDAATTEESS  &&  22001177  PPRROOXXYY  SSEEAASSOONN  PPRREEVVIIEEWW    

 

Overview 

MFS believes that robust ownership practices help protect and enhance long-term shareholder value. Such 

ownership practices include the thoughtful and diligent exercise of our voting rights as well as engaging with 

our portfolio companies on a variety of proxy voting issues. MFS also recognizes that environmental, social and 

governance ("ESG") issues may impact the value of an investment and therefore ESG factors should inform our 

proxy voting practices.   

This 2017 Proxy Voting and Engagement Report provides a summary of the major revisions to the MFS Proxy 

Voting Policies and Procedures (our "Proxy Policy") and a review of the leading proxy voting issues heading into 

the 2017 proxy season.   

Amendments to the MFS Proxy Voting Policies and Procedures  

Our Proxy Policy affirms our commitment to casting all proxy votes in what we believe to be the best long-

term, economic interest of our clients. It outlines our general view on many proxy voting issues, including 

those relating to director elections, stock plans, executive compensation ("Say on Pay"), and shareholder 

proposals relating to ESG matters. It also describes how we manage potential, material conflicts of interest in 

regard to our proxy voting, our use of proxy voting advisory services, and our oversight activities to ensure all 

votes are cast in an accurate, complete and timely manner.  

Our Proxy Policy is reviewed at least annually and typically updated in February. Our annual Proxy Policy 

review includes (i) an analysis of relevant regulatory developments, including a review of ERISA rules; (ii) a 

review of the MFS voting statistics for the most recent 12-month period ending June 30th; (iii) a review of the 

disclosed proxy policies of many of our peers; (iv) a peer analysis by ISS and Glass Lewis; (v) industry 

summaries of growing trends in proxy voting; (vi) input from our investment team; and (vii) participation in 

various industry roundtables and webinars.  This year's amendments to our Proxy Policy are effective February 

1, 2017. 

The major revision to our Proxy Policy relates to the "over-boarding" of U.S. public company directors. The 

amount of time required of U.S. public-company directors has grown significantly in recent years. The National 

Association of Corporate Directors (the "NACD") reported that directors spent an average of 278 hours per 
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board seat in 2014—an increase of nearly 50% from the NACD's data on average director's time commitment 

in 2005. In recognition of the increased time required of boards of directors, many public companies have 

implemented policies to limit the number of outside boards on which a director may serve, but some do not.  

The MFS Proxy Policy currently recommends a vote against any director who has attended less than 75% of 

board meetings in the last fiscal year without a valid excuse. This threshold is intended to help identify those 

directors who may be over-committed, as we believe low attendance may be caused by excessive board 

membership. However, given the rising number of hours directors require to prepare for board meetings, 

attendance thresholds alone may not identify directors who may be over-extended. We amended our Proxy 

Policy to impose a limit on the number of public company boards a director may sit on in order to empower 

directors to not only be present, but to also be adequately prepared given today's increasing expectations. For 

non-CEO U.S. directors, we have implemented a limit of five (5) total public company board seats. For U.S. 

directors who also serve as a public company CEO, we have implemented a limit of three (3) total boards. MFS 

may consider exceptions to this policy based on certain criteria identified in the MFS Proxy Policy.  

2017 Proxy Season Preview 

The results of the 2016 U.S. election may create some uncertainties for some shareholders. It has been 

reported that certain corporate governance provisions within the 2010 Dodd-Frank Wall Street Reform and 

Consumer Protection Act ("Dodd-Frank") may be challenged by the incoming administration. Examples include 

final rules mandating the disclosure of the ratio between the CEO's pay and that of the average employee, 

mandatory claw-back policies for executive pay, "pay for performance" disclosure requirements, and policies 

relating to the hedging of company stock by executives. In addition, the U.S. Securities and Exchange 

Commission’s proposed rule on universal proxy card has also yet to be finalized, which would give 

shareholders the opportunity to vote for any combination of management and dissident director nominees 

using one card.   

Shareholder proposals will again be in sharp focus in the U.S. in 2017. We anticipate climate change to be a 

leading topic, as well as gender pay equality, political spending disclosure and "Proxy Access". Shareholder 

engagement with companies should also continue to rise, with topics such as board composition, board 

refreshment and executive compensation leading the way. 

Outside the U.S., many markets are contemplating stricter rules around executive compensation. For example, 

France has recently implemented a requirement for two separate, annual binding votes on executive 

remuneration. Beginning in 2017, a forward-looking vote on the remuneration policy will be required. The 

second vote, a retrospective vote on variable pay amounts, will commence in 2018. The United Kingdom is 

contemplating several initiatives related to corporate governance and proxy voting, including binding annual 
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votes on executive compensation, employee representation on boards and requiring disclosure of the pay gap 

between the CEO and the average employee. The European Union ("EU") is also considering a required vote on 

remuneration every four years. The yet-to-be finalized rule would permit individual nations within the EU to 

opt for either binding or non-binding votes. Japan's revised corporate governance standards continue to 

increase overall board independence and gender diversity in the market.   

Global Engagement Program 

We believe open communication with our portfolio companies on proxy voting issues is an important aspect of 

our ownership responsibilities. Our goal when engaging with our portfolio companies is to exchange views on 

topics ranging from executive compensation to environmental issues, and to potentially effect positive change 

with respect to such issues. We typically engage with senior members of the portfolio company's management 

team and believe such engagements have proven to be an efficient and effective mechanism to accomplish our 

engagement goals. However, we may request to speak directly to the company's board of directors if we 

believe a particular matter of concern requires escalation. Most of our engagements are held via conference 

calls to provide efficiency, however, some engagements may take place in-person or via a letter writing 

exchange. To engage with MFS on a corporate governance or proxy voting matter, please contact our Vice 

President and Director of Corporate Governance & Proxy Voting Matt Filosa via email (mfilosa@mfs.com). 

Additional Resources 

 For more information about our proxy voting activities, including a complete copy of the MFS Proxy Voting 

Policies and Procedures, please visit the proxy voting section of ww.mfs.com. 

 For the MFS Policy on Responsible Investing, please go to www.mfs.com. 

 For information on how the MFS Funds and MFS Meridian Funds voted their shares at shareholder 

meetings during the most recent 12-month period ending June 30th, please visit the appropriate section of 

www.mfs.com. Quarterly voting reports for certain MFS-sponsored pooled vehicles are also available on 

the relevant MFS.com website.  

Contact Information 

We would be happy to receive feedback from our clients on this report.  

Matthew R. Filosa 

Vice President 

Director of Corporate Governance & Proxy Voting 

mfilosa@mfs.com 

- or contact your client service representative.  

mailto:mfilosa@mfs.com
http://www.mfs.com/
mailto:mfilosa@mfs.com
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Statistics included in this report are calculated based on accounts for which MFS clients have fully delegated 
proxy voting authority pursuant to the MFS Proxy Voting Policies and Procedures. With the exception of the 
meetings voted statistics listed on page 2 of this report, all voting statistics exclude instances where MFS did 
not cast a vote. Statistics also do not include instances where an MFS client may have loaned shares and 
therefore was not eligible to vote. Statistics are calculated on a meetings-level basis. 
 
Please be advised that the companies named in this report may no longer held by an MFS client at the time 
this report is published. 
 
Issued in the United States by MFS Institutional Advisors, Inc. ("MFSI") and MFS Investment Management. 

Issued in Canada by MFS Investment Management Canada Limited. No securities commission or similar 

regulatory authority in Canada has reviewed this communication. Issued in the United Kingdom 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 and provides products and investment services to institutional investors globally. 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. Issued in Hong Kong by 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 a wholly-owned, indirect subsidiary of Massachusetts Financial Services 

Company, a US based investment adviser and fund sponsor registered with the US Securities and Exchange 

Commission. 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"). Issued in Singapore by MFS International Singapore Pte. Ltd., a private limited 

company registered in Singapore with the company number 201228809M, and further licensed and regulated 

by the Monetary Authority of Singapore. Issued in Latin America by MFS International Ltd. For investors in 

Australia: MFSI and MIL UK are exempt from the requirement to hold an Australian financial services licence 

under the Corporations Act 2001 in respect of the financial services they provide to Australian wholesale 

investors. MFS International Australia Pty Ltd (" MFS Australia") holds an Australian financial services licence 

number 485343. In Australia and New Zealand: MFSI is regulated by the US Securities & Exchange Commission 

under US laws and MIL UK is regulated by the UK Financial Conduct Authority under UK laws, which differ from 

Australian and New Zealand laws. MFS Australia is regulated by the Australian Securities and Investments 

Commission. 

 

Unless otherwise indicated, logos, product and service names are trademarks of MFS and its affiliates and may 

be registered in certain countries. 

 


