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Authorised status

Slater OEIC is an investment company with variable capital (ICVC) incorporated under the Open Ended Investment
Company (OEIC) Regulations 2001. It is a UCITS scheme as defined in the Collective Investment Schemes Sourcebook
(COLL) and is an umbrella company for the purposes of the OEIC Regulations. The Company is incorporated in
England and Wales with the registration number IC000910 and is authorised and regulated by the Financial Conduct
Authority with effect from 22 August 2011. The shareholders are not liable for the debts of the Company. 

The sub-funds of the Company are segregated by law under the Protected Cell Regime. In the event that one sub-fund in
the Company is unable to meet its liabilities, the assets of another sub-fund within the Company will not be used to settle
these liabilities.

The Company currently has one sub-fund, the Slater Income Fund (the “Fund”).

Investment objective

The investment objective of the Fund is to produce an attractive and increasing level of income while additionally
seeking long term capital growth by investing predominantly in the shares of UK listed companies across the full range
of market capitalisations, including those listed on the Alternative Investment Market (AIM). From time to time the Fund
may also hold the shares of companies listed overseas as well as cash, money market instruments, the units of collective
investment schemes, bonds and warrants as permitted by the rules applicable to UCITS schemes and the Prospectus.

It is intended that the assets of the Fund will be managed so that it is eligible for quotation in the Investment
Association’s UK Equity Income sector.

The Fund has powers to borrow as specified in the FCA Collective Investment Schemes Sourcebook and may use
derivatives for hedging and efficient portfolio management purposes only.   

Rights and terms attaching to each unit class

Each share of each class represents a proportional entitlement to the assets of the Fund. The allocation of income and
taxation and the rights of each share in the event the Fund is wound up are on the same proportional basis.

Value for Money Assessment

Slater Investments Limited’s latest Value for Money Assessment can be found at

 https://www.slaterinvestments.com/value-assessment-report/. 

Authorised Status and
General Information
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Authorised Status and
General Information

Mark Slater
Director

Slater Income Fund

Authorised Corporate Director's Statement

This report has been prepared in accordance with the requirements of the Collective Investment Schemes Sourcebook as
issued and amended by the Financial Conduct Authority.

Slater Investments Limited.
22 December 2022



Performance Six Months 1 Year 3 Years 5 Years Since
Launch*

Slater Income
Fund P Inc share

class
-9.35% -5.71% +9.60% +8.82% +124.95%

Investment
Association (IA)
OE UK Equity

Income

-7.99% -5.97% +3.40% +5.26% +114.19%

*A share class launched 19 September 2011

Objective

The investment objective of the Fund is to produce an attractive and increasing level of income whilst additionally
seeking long term capital growth through investing predominantly in shares of United Kingdom (UK) listed
equities.

We seek to achieve a consistent performance by broadly dividing the Fund into three complementary categories –
growth companies with attractive yields; dividend stalwarts with earnings pointing upwards; and high
yielders with more cyclical upside. In all three categories we are looking to invest across the market
capitalisation spectrum.

Fund Performance

During the period the Slater Income Fund returned -9.35% on a total return basis, which compared to the IA UK
Equity Income sector average of -7.99%. The Fund ranked in the third quartile of this peer group.

Income

In June 2022 and September 2022, the Fund paid quarterly dividends amounting to 3.6932p in total. This was
down -17% on the same period last year but this is more a question of timing than anything structural. The Fund
should be able to grow its dividend on an annual basis in 2022. 

At the end of October 2022, the running yield of the Slater Income Fund was 4.72%, usefully ahead of the yield of
the UK stock market of 3.73%. These are both calculated by comparing dividends paid over the last twelve
months to the price at the end of October. 

(Please note that rates and yields refer to the P Inc unit class. Other unit classes will vary modestly).
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Market Commentary

The twin, and related, problems of rising energy bills and high inflation have been a massive headwind
for markets. It became increasingly apparent that consumers and businesses would be put under an
intolerable strain by rising fuel costs and that governments across the world would have to step in to
provide some protection. This comes at a time when government debt levels are already high from the
response to Covid, which cramps their wriggle room. Blame for spiralling gas prices is being laid at Mr
Putin’s door and the war in Ukraine has certainly exposed the fragility of the global energy system. 

Inflation continues to scale previously unimaginable double-digit heights, with economic forecasters
scrambling to trump each other with ever higher forecasts for the apex. Central Banks have been
increasingly clear that they will act to choke inflation by hiking interest rates.

The Head of the United States (US) Federal Reserve was particularly straight forward about this at the
Jackson Hole symposium. He accepted that increasing base rates was perhaps a blunt tool, but it is the
only real lever they have to pull. And doing nothing would be totally unacceptable, given the devastating
effects of inflation, especially on the worse off. In the UK, the Bank of England increased base rates to
2.25%, a long way up from their Covid induced lows, but still low by any historical measure. After the
period end, the Bank hiked again, taking base rates to 3%.

These factors have had a withering impact on consumer confidence. The GFK UK Consumer
Confidence Survey slumped in August 2022, posting the lowest number since the series began in 1974.
Then the print the following month was even worse. 

Grappling with these policy problems in the UK has been hampered by a hiatus in government activity
following the defenestration of Boris Johnson and the protracted process of selecting his successor. The
new Truss led government acted to subsidise energy bills but also announced a series of unfunded tax
cuts. These spooked already jittery markets, causing bond yields to gap up alarmingly and sending the
Pound towards all-time lows against the US Dollar. The pain in bond markets was so acute that the Bank
of England felt it necessary to intervene. A few days later Truss and her team were out of government.

Growth Companies - Major Contributors and Detractors

The biggest positive contributor to the performance of the Slater Income Fund was RPS, which soared a
stunning +113%. This added +1.79% to the Fund’s bottom line. The firm, which offers a range of
consulting engineering services, such as environmental and planning surveys, attracted a cash bid from a
larger rival, WSP. This bid was then trumped by another Canadian player, Tetra Tech, pushing RPS’s
price up further. The increase in the share price has made RPS one of the larger weightings in the Fund. 

Fund Manager's Report (Continued)

Slater Income Fund

Report for the half year to 31 October 2022
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Fund Manager's Report (Continued)

Report for the half year to 31 October 2022

Slater Income Fund

H&T, the pawnbroker, had a strong six months, gaining +22%, contributing +0.57% to the Fund’s overall return.
The company is enjoying strong trading conditions, with increased demand for credit coinciding with a reduced
supply of credit from other quarters: payday lenders and home collected credit have largely been regulated out of
existence. The company posted an excellent trading update, with good growth in their pledge book, which
triggered an upgrade of 30% to next year’s profit forecasts. Business is going so well that the company came to
shareholders looking for fresh equity to grow their pledge book further. Despite the strong rise in the shares, the
Fund was happy to support this equity raise and added about 10% to its position, which takes the holding into the
Fund’s top ten weightings. The outlook for profit growth has kept pace with the share price rise so the shares are
not really any more expensive than they were before. The dividend is growing strongly and the prospective
dividend yield for 2023 is around 5%.

R&Q Insurance Holdings, formerly known as Randall &
Quilter, continued to be a thorn in the Fund’s side, falling
-51%, which detracted -1.32% from its value, making it the
biggest detractor. The company posted solid results and
confirmed its guidance of delivering $90 million of
operating profit in 2024, which would leave the shares
looking very cheap as its market capitalisation is only
around £275 million. However, the shares continue to be
dogged by investor unrest in the wake of the failed
takeover approach and subsequent rescue equity raise.
Slater Investments has been extremely active in soothing
ruffled feathers and bringing stability to the Board and
expects that these efforts will ultimately be very fruitful. 

Plunging consumer confidence was an upheld backdrop for any stock exposed to advertising, including the
Scottish free-to-air broadcaster, STV, whose shares fell -19%, hitting the Fund’s bottom line by -0.60%. This
harsh treatment was meted out despite relatively reassuring results for the group’s first half results to the end of
June 2022, announced in early September 2022. Total Advertising Revenues (TAR) were up 3%, with strength in
Regional and Digital offsetting weaker National advertising. Meanwhile, the group continues to make progress
growing its non-advertising business lines, with Studio revenues up 16%. Stock markets appear to be worried that
new streaming services, such as Netflix, pose an existential threat to free-to-air television but STV was able to
point out that the new breed will not have it all their own way. According to a survey from Scotpulse, 64% of all
Scots have already, or are thinking about, cutting their streaming subscriptions. STV shares trade at a bargain
basement valuation of 6x earnings and yield 4.7%, from a dividend that is more than three times covered. 



6

Fund Manager's Report (Continued)

Report for the half year to 31 October 2022

Slater Income Fund

Reach, the regional and national newspaper group with a growing online presence, had a torrid six months. The
shares fell -44%, detracting -0.53% from the Fund. Interim profits announced at the end of July 2022 saw
profitability dented by the rising cost of newsprint (ie: paper), with margins falling from 23% to 16%. This will
prove to be transitory as there is no structural shortage. The bigger question is whether their digital business (now
about a quarter of revenues) can offset the continuing decline in newspaper circulation. The trends here are hard
to discern with distortions to advertiser demand from the Ukraine War and more recently the death of the Queen.
The shares trade on a price-to-earnings (PE) ratio of 4 and yield 6.8% so the market is not anticipating success.
The Fund added to the holding. 

DWF, the legal services firm, reported steady results for their financial year to April 2022, posting record
revenues of £350 million, a like-for-like revenue growth rate of 7%, with improving gross margins. The dividend
was increased by 6%. There was some disappointment in the market that the dividend growth was not higher, but
the management said they wanted to keep some powder dry for acquisitions. Then at their annual general meeting
at the end of September 2022 DWF said that the current year is in line with market expectations. This has done
nothing to help the shares which fell -37%, detracting -0.58% from the value of the Fund. The shares now trade at
a pitiful valuation of a PE of 5.8 and an eye-watering yield of 9.2%. The Fund bought more shares, admittedly at
higher levels than that at which the shares ended the period. 

Secure Trust Bank fell -45% which detracted -0.59% from the Fund. The company’s previously articulated
growth strategy looks less credible (and less wise) as the economic outlook sours. At the end of October 2022, the
group said their net loan book was up 21.5% year-on-year but this was only up 2.3% compared to the second
quarter of 2022 as they tightened lending criteria. The group is also having to manage its funding costs carefully
in a rising interest rate environment. So far, they have been able to pass on this increased cost and maintain their
net interest margin at 5.7%. The crumpled share price does not match the management’s statements about their
“confidence in managing through this challenging period”. The shares now trade on 40% of book value, a PE
multiple of less than 4 and yield more than 6% on a dividend that is four times covered. Whilst it is never ‘in the
price’, a severe out-turn is already being discounted. 
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Report for the half year to 31 October 2022

Slater Income Fund

Weak markets and deteriorating flows have proved to be a difficult environment for fund management
companies. Premier Miton, which has been growing its investment management teams despite the deteriorating
revenue outlook, has been particularly hard hit. Earnings are now expected to fall significantly and it looks
probable that they will cut their dividend which undermines any support from the optically high yield. Their
shares fell -39% over the period, which detracted -0.51% from the Fund’s bottom line. This pain has been
amplified by the Fund also holding Polar Capital (-24%) and Liontrust Asset Management (-27%) which
between the two of them detracted a further -0.64%. Both now offer very generous yields, and although dividend
growth is unlikely from these two this year, the dividends are highly likely to be paid despite tough trading
conditions. The Fund added to all Liontrust during the six months under review.

Dividend Stalwarts - Major Contributors and Detractors

Imperial Brands, the world’s fourth largest tobacco
company, should do well in tough markets, but excelled
itself by gaining +27% over the six months, which added
+0.78% to the Fund’s bottom line. The company continues
to expect revenue and profit to grow by about 1% this year
at constant currency. The outlook for the next three years is
brighter, with anticipated revenue growth rising to a low-
single digit rate, helped by market share gains, strong
pricing and progress with next generation products. The
company also announced a share buyback of up to £1
billion, or about 5.5% of their issued share capital, to be
executed over the next year. The resultant shrinkage of the
share count will be arithmetically beneficial to future
growth rates in earnings and dividends per share. Despite
the recent strength, the shares still trade on a prospective
dividend yield of 7%. 

GSK, formerly known as GlaxoSmithKline, fell -20% which detracted -0.49% from the Fund. The demerger of
the group’s consumer health business, Haleon, was supposed to enable the market to prize more highly the
standalone merits of the group’s pharmaceutical business, but it seems the reverse had happened. The shares have
slumped to a forward PE of about 10 and yield more than 4%, on a dividend that, post-demerger, is now quite
nicely covered. GSK say they expect to grow profits at a double-digit rate from 2021 to 2026. This sounds
attractive but there is the nagging issue of what happens thereafter, as their blockbuster HIV drug will go off
patent in 2027. The hope is that drugs currently under development will take up the running but the shares are not
being given the benefit of the doubt. And to be fair, the recent history of new drug development does not inspire
great confidence. The shares were also hindered by legal issues as class actions against an old drug, Zantac,
flickered into life. The group has published several scientific studies showing these claims are without merit, and
so far the judges have sided with the company. But there is further to run in this process and legal disputes in the
US cast a long shadow. The stock has been under active discussion by the Slater Investments team but so far we
have taken no action. 
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Slater Income Fund

Rising bond yields are unhelpful for the valuation of property companies because it implies the rental stream
from a building should also be put on a higher yield, in turn implying lower asset values. Property companies
typically employ reasonable levels of debt and this becomes more expensive in a rising rate environment, creating
something of a double whammy. Against this, higher inflation is supportive of rental growth and from the point
of view of an income investor it is rents that pay the dividends and rising rents should support dividend growth.
The Slater Income Fund owns several property companies but particularly noteworthy, in a negative way, were
Urban Logistics REIT which fell -30% and Palace Capital which declined -21%. Together they took -1.07%
from the performance of the Fund. 

Cyclical Companies - Major Contributors and Detractors

Although the oil price did not rise much over the six-month
period, Oil stocks performed well. Shell, the largest holding
in the Slater Income Fund, rose +11% and BP gained
+23%. The two collectively contributed +1.07% to the
value of the Fund. Both posted phenomenal earnings for the
second quarter of 2022 and great, but not quite as great,
third quarters. Both are seeing declines in conventional oil
volumes but are significantly more profitable on a per barrel
basis than when oil was last $100 a barrel. Both are excited
about gas as a transition fuel and both are investing in
renewables. High profitability has enabled both firms to pay
down debt and continue large rolling buyback programmes.
These buybacks seem to attract less unfavourable scrutiny
than dividends and whilst income investors may grumble
that dividends at both companies are still a long way down
on pre-Covid levels, the prospective dividend yields remain
attractive at 4% for Shell and 4.5% for BP.

The Slater Income Fund does not own any of the mainstream housebuilders, but has suffered from its position in
Watkin Jones, a developer of large residential buildings, both purpose-built student buildings and build-to-rent
schemes. The company is “asset light”, typically forward selling schemes to property owners or pension funds
before development starts. The demand from these asset owners for more residential kit is high and generally
these segments are underserved. But with the cost of money soaring, including the key five-year swap rate which
is used to finance such developments, uncertainty is high. Early in October 2022 the company warned that the
timetable of two forward sales had indeed slipped, and the shares fell further taking the loss to -62% over the
period. This detracted -0.86% from the Fund’s value. Since the end of the period, the shares have been sold.  
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Morgan Sindall is a hybrid building company, with interests in Construction & Infrastructure, Fit Out, Property
Services, Partnership Housing and Urban Regeneration. Their interim results to end June 2022 were published in
August 2022 and showed revenues up 9% to a record £1.7 billion and an order book up 2% to £8.5 billion. The
interim dividend increased by 10%. The business has always been very focused on downside risk, rather than just
chasing growth, and reported average daily net cash of £264 million. None of this stopped the shares falling -29%
over the six months to October 2022, which detracted -0.55% from the value of the Fund. The shares now trade
on a forward PE of 6.6, offering a yield of 7% from a dividend more than twice covered. The Fund bought more
shares during the period. 

Acquisitions and Disposals

To start with disposals, the Fund exited five positions as a result of corporate activity. Firstly, as holders in GSK,
we became shareholders of their demerged consumer health business, Haleon, purveyors of Sensodyne and
Voltarol, amongst other over-the-counter products. This arrived as a small holding in the Fund so it was a
question of “up or out”. The low level of yield and the high levels of debt made it an easy decision. Similarly, our
old holding in River & Mercantile successfully transformed into a large amount of cash and a rump equity
holding in AssetCo. Again, the low level of dividend yield encouraged the sale. The Fund also exited its
profitable position in Brewin Dolphin as the takeover transaction by Royal Bank of Canada completed. Finally,
the takeover of Secure Income REIT generated cash and a small holding in LXI REIT, which was subsequently
increased. 

The Fund bought new positions in Lloyds Banking Group and NatWest, both at 2% weights, the first foray into
the banking sector for some time. Rising interest rates are unequivocally good news for these businesses. They
have been very slow to pass on higher base rates to current account and deposit account holders, which means
their net interest margins have been restored from low levels. This in turn means that both these companies now
earn a double digit return on equity, making them capable, for the first time in years, to support good and growing
dividends. Stock markets are concerned that this good news will be undermined by rising bad debt charges as the
economy turns down. It is certain bad debts will indeed rise, but partly that is because they are currently at very
low levels. However, there is unlikely to be a serious bad debt problem because the banks have not really lent
much over the last cycle. This is partly because they have been so circumscribed by regulation. A further positive
is that the loan books of these banks is really quite ‘prime’. For example, the loan to value ratio of the Lloyd’s
mortgage book is less than 40% and the average Lloyds mortgage customer has an income of £75,000. Both
banks are very strongly capitalised. Both yield in excess of 5%, with good prospects for dividend growth and
probably buybacks or special dividends on top.

Additionally, the Fund opened new positions in Capital (formerly Capital Drilling) and Diversified Energy and
added to holdings in Arbuthnot Banking, Duke Royalty, DWF, Ecora Resources (formerly Anglo Pacific),
H&T, Hollywood Bowl, Legal & General, Liontrust Asset Management, M&G, Morgan Sindall, Norcros,
Rathbones, Reach and XPS Pensions.

The Fund trimmed its weightings in Supermarket Income REIT and Glencore was both added to and trimmed
during the period.
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Outlook

In previous downturns and dislocations Central Banks and governments have ridden to the rescue. After the
Global Financial Crisis, Central Banks slashed interest rates and launched quantitative easing. In the Eurozone
crisis, ‘Super’ Mario Draghi, the head of the European Central Bank, said he would do “whatever it takes” to
save the Euro. In the more recent Covid lockdowns, governments unleashed huge stimulus, such as ‘bounce back
loans’ and furlough schemes. The problem now is that Central Banks and governments are not going to ride to
the rescue. Rather, it is they that are the problem. Central Banks need to fight inflation, so are rising rates not
cutting them. And government largesse seems to be imperilling bond markets, rather than helping. This problem
is particularly acute in the UK where inflation is a notch or two higher than our neighbours and the government
perhaps particularly unstable. 

Much hinges on the ultimate destination of inflation and interest rates. It is probable that inflation is already
peaking now – commodity prices are off their highs, money supply growth is tumbling, recent interest rates rises
are biting, labour markets are loosening – so we may be past the worst. Indeed, the Bank of England’s central
forecast is that inflation will be back down to around 2% by the second half of 2024. 

Meanwhile, there are a lot of cheap shares on offer in the UK stock market: the aggregate PE is now less than 10
and the dividend yield is 3.7%, very cheap by historical standards. Whilst the overall positioning of the Fund
remains quite cautious, the internal debate is about when to be braver rather than being even more defensive. So
far, the Fund has added to some existing holdings, as described above, where there is good visibility of
impressive dividends. The key at this time is that the Fund has confidence in the deliverability of its generous
dividend because the underlying holdings in turn have defendable and dependable dividend paying powers. This
is a sure foundation from which to build.

Slater Investments Limited.
22 December 2022
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Enviromental, Social and Governance
("ESG") Report
Report for the period to 31 October 2022

Introduction

Slater Income Fund

The Financial Reporting Council oversees the UK's Stewardship Code (“Code”), promoting transparency and
integrity in business and setting high stewardship standards for those investing money on behalf of UK investors.
The Code was refreshed in 2020, requiring all institutions to reapply for signatory status. SIL is proud to have been
successful, and was added in the first cohort of those accepted. The Code additionally requires signatories to
demonstrate year-on-year improvement; SIL’s subsequent submission has similarly been approved, and SIL’s 2021
Stewardship Code Report is available online. Since September 2019, SIL has been a voluntary member of the
United Nations supported Principles for Responsible Investment, an organisation committed to responsible
investment. This involvement places SIL at the heart of the global community seeking to build a more sustainable
financial system.

ESG and the Investment Process

SIL’s ESG Committee works closely with SIL’s Investment Committee to ensure that stewardship is embedded in
SIL’s investment process. The primary focus for the ESG Committee is to pre-emptively monitor for ESG risks that
may emerge which might threaten the price earnings ratio or earnings growth prospects of SIL’s investee
companies. The ESG Committee regularly works with investee companies, offering advice as to how they can
improve their ESG practices.

Engagement

SIL met with company representatives on 244 separate occasions during the six months to 31 October 2022. Of
those meetings, 56 were classed as engagement, broken down as follows:

https://www.frc.org.uk/investors/uk-stewardship-code
https://www.frc.org.uk/investors/uk-stewardship-code/uk-stewardship-code-signatories
https://secureservercdn.net/160.153.138.163/l72.8cd.myftpupload.com/wp-content/uploads/2022/05/2021-Stewardship-Report-HD.pdf
https://www.unpri.org/signatory-directory/slater-investments-limited/4820.article
https://www.unpri.org/
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Engagement is conducted by SIL across all portfolio companies.

In August 2022, SIL met with the newly appointed Executive Chairman (“Chairman”) and Senior Independent
Director (“SID”) of Palace Capital Plc to discuss the company’s new strategy and how it plans to eventually return
funds to shareholders. The current Board now consists of three members, with no plan to add to this number. This is
a welcome stance as it represents a much more prudent cost management structure and will look to create additional
value for shareholders. SIL was pleased that the Chairman is very much focused on the costs of the business which
in the past have been too high. SIL continues to monitor this situation closely.

During the period SIL engaged with R&Q Insurance Holdings Limited (previously, Randall & Quilter Investment
Holdings Ltd) (“R&Q”). Following collaborative engagement with other shareholders to prevent a recommended
cash acquisition of R&Q, announced in April 2022, SIL participated in the company’s subsequent equity fundraise
(the “Fundraise”). The net proceeds of the Fundraise were to be used by the company to strengthen its balance
sheet, fund collateral requirements and pay down debt. The Fundraise has resulted in SIL now having an 11.73%
holding in R&Q. SIL further publicly supported the company following the requisition of a special general meeting
in August 2022 by a fellow shareholder to remove the Chairman as a director of the company and to appoint a
successor. However, SIL was pleased with the company’s appointment of a new SID to the board and its intention
to appoint a new Non-Executive Chairman, which SIL believed was the best way to address the governance of the
company. We therefore voted against the tabled resolutions, which ultimately did not pass. SIL believes R&Q has
now emerged from a difficult period and is in a strong position to move forward. SIL will continue to engage with
the company.

In August 2022, representatives from the Investment Committee met with the Chief Executive Officer (“CEO”) and
Head of Investor Relationship of Diversified Energy Company plc (“Diversified Energy”). The company is making
great progress on its methane reductions and has recently issued five Asset Backed Loans. Of those, three have
ESG labels where the cost of debt is tied to their emission reduction targets. ESG friendly loans provide economic
methods for financial institutions to continue to develop the industry, an approach SIL values over less effective
divestment. SIL also discussed Diversified Energy’s capability for plugging finished wells. The work done
complements Diversified Energy’s strength and will help the company continue to flourish. Given the nature of
Diversified Energy’s industry, SIL will continue to monitor closely the situation and, where required, engage with
representatives of the company.

Following a meeting in June 2022 with the Chairman of STV Group Plc ("STV"), a follow up meeting with the
company’s HR & Communications Director was held in September 2022 to discuss, in more detail, executive
remuneration. At STV’s previous two Annual General Meetings, SIL voted against the company’s remuneration
policy due to the use of nil-cost options. SIL considers this engagement to be ongoing.
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SIL met with both the CEO and the Chief Financial Officer of RPS Group Plc (“RPS”) in August 2022 after they
had received an offer from WSP Global Inc (“WSP”) to purchase the company. The objective of the meeting was to
understand the rationale behind the Board’s recommendation of the bid. RPS’s recommendation was based on a
weak pound, shareholders looking for an exit and low valuation which has made it very attractive to purchase a UK
listed Plc. Shortly after, RPS received a new offer from Tetra Tech, Inc. (“Tetra Tech”) in September 2022, which
the Board ultimately believed was a better offer, and therefore the WSP offer lapsed. Post period end, on 3
November 2022, shareholders approved the acquisition of RPS by Tetra Tech.

ESG Scoring

The largest problem facing quantitative ESG ratings is the lack of accurate data. The majority of SIL’s investment
universe is made up of small to mid-market capitalisation companies where the availability of ESG data is even
more limited. The ESG Committee have helped ESG rating providers understand the nuances of collecting this
information. Alongside this, the ESG Committee has assisted investee companies in understanding how to engage
with ESG rating providers.

A company’s ESG rating can present a material risk and is one SIL monitors closely. The information generated by
the ESG ratings provider is only the starting point for SIL’s score and disclosure related engagement with investee
companies. SIL takes these ratings and then carries out its own analysis to understand if there is a shortfall in the
underlying data and/or score, why this is the case and if that shortfall is one of disclosure or whether it presents a
risk to the rating of the company. Our quantitative ESG scores are provided by Refinitiv.

Enviromental, Social and Governance
("ESG") Report (Continued)
Report for the period to 31 October 2022

Slater Income Fund
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The chart above illustrates the distribution of the ESG ratings of SIL’s portfolio companies as of 31 October 2022.
‘D’ rated companies are in the fourth quartile, indicating poor relative ESG performance and insufficient
transparency in reporting material ESG data. ‘C’ rated companies are in the third quartile, with satisfactory relative
ESG performance and a moderate degree of material ESG data reporting. Companies rated ‘B’ are in the second
quartile and demonstrate good relative ESG performance and have above average transparency in reporting material
ESG data. ‘A’ rated companies are in the first quartile, which indicates excellent relative ESG performance and a
high degree of material ESG data reporting and transparency.

When calculating an ESG rating, SIL uses an aggregate score that includes controversies, which are defined as
information that is not reported and may indicate potential ESG risks. These controversies could include toxic
waste spills (environmental), human rights violations (social), or inadequate internal controls (governance). An
aggregate score better reflects the percentage of all ESG-related “chatter” about a company that concerns its
association with ESG controversies.

The primary driver of the ESG ratings movements in the Fund during the period was due to changes in the
underlying holdings. For example, though the number of companies rated ‘A’ in the Fund remained the same, their
percentage share fell slightly as new positions were added. The ESG Committee continues to engage with
companies regarding their ESG ratings and have stressed in investee company meetings that time needs to be spent
on ensuring published ESG data is accurate. To that end, SIL is pleased to note that the average ESG score within
the lower bands has improved over the duration of the period, especially those rated ‘D’. With more portfolio
companies increasing and improving their disclosure, coupled with engagement with ESG data providers, their
scores will continue to improve.

Small and mid-capitalised companies are currently overlooked, and therefore punished, because ESG ratings
agencies are generally focused on larger market capitalisation companies. This is the driving factor in the
significant portion of SIL’s investee companies currently not being rated although we have seen a slight
improvement over the period.

Voting

Exercising our voting rights is the most powerful tool we have. It is the most definitive way in which we can hold
companies accountable. All proxy votes for our companies are assessed by our ESG Committee. We do not
subscribe to, nor do we receive, voting recommendations from third-party voting services, though we do however
listen to them and consider their recommendations in instances where they engage with us.

Our up-to-date Voting Policy can be found on our website, along with a complete archive of our voting history.

Enviromental, Social and Governance
("ESG") Report (Continued)
Report for the period to 31 October 2022

Slater Income Fund

Slater Investments Limited.
November 2022

https://slaterinvestments.com/voting/
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Fund Information 
Price and distribution record

Income shares (Class A and B) were first offered at 100p on 19 September 2011. On 31 December 2012
Class P shares became available for purchase. Accumulation shares (Class A, B, and P) became
available for purchase on 30 November 2015.

Slater Income Fund
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Fund Information (Continued)
Number of shares in issue/Net asset value per share

Slater Income Fund
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Fund Information (Continued)
Ongoing charges   

Slater Income Fund

The ongoing charge figure is based on expenses for the year. This figure may vary from year to year. It excludes:

• Portfolio transaction costs, except in the case of an entry/exit charge paid by the Fund when buying or selling
units in another collective investment scheme.

Synthetic risk and reward indicator

The risk and reward indicator above aims to provide you with an indication of the overall risk and reward profile
of the Fund. It is calculated based on the volatility of the Fund using weekly historic returns over the last five
years. If five years data is not available for a fund, the returns of a representative portfolio are used.

This Fund has been measured as 6 because it has experienced high volatility historically.
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Portfolio Statement
Portfolio statement 
as at 31 October 2022
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Portfolio Statement (Continued)
Portfolio statement 
as at 31 October 2022
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Portfolio Statement (Continued)
Portfolio statement 
as at 31 October 2022
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Portfolio Statement (Continued)
Portfolio statement 
as at 31 October 2022

Slater Income Fund

Portfolio transactions for the six months ended 31 October 2022

The investments of the Fund have been valued using bid market values ruling on international stock exchanges at
12 noon on 31 October 2022, being the last valuation point of the period. Market value is defined by the SORP as
fair value which is generally the bid value of each security. Where applicable investments are valued to exclude
accrued income. Where a stock is unlisted or where there is an illiquid market, a valuation for this stock has been
obtained from market makers where possible, and suspended stocks are normally valued at their suspension price.
However, where the ACD believes that these prices do not reflect a fair value, or where no reliable price exists for
a security, it is valued at a price which in the opinion of the ACD reflects a fair and reasonable price for that
investment.
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Interim Financial Statements (unaudited)
Statement of total return
For the six months ended 31 October 2022

Slater Income Fund

Statement of changes in net assets attributable to shareholders
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Interim Financial Statements (unaudited)
(Continued)
Balance sheet 
For the six months ended 31 October 2022

Slater Income Fund

Basis of preparation

The financial statements have been prepared in compliance with FRS102 and in accordance with the Statement of
Recommended Practice for UK Authorised Funds issued by The Investment Association in May 2014.

The financial statements are prepared in sterling, which is the functional currency of the Fund. Monetary amounts in
these financial statements are rounded to the nearest pound.

The financial statements have been prepared on the historical cost convention, modified to include the revaluation
of investments and certain financial instruments at fair value.

Accounting policies

The accounting policies applied are consistent with those of the annual financial statements for the year ended 30
April 2022 and are described in those annual financial statements.

Notes to the interim financial statements
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