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Authorised status

Slater Recovery Fund (the “Fund”) is an authorised unit trust scheme established by a Trust Deed
dated 25 March 2002. It is a UK UCITS scheme as defined in the Collective Investment Schemes
Sourcebook (COLL). The Fund is authorised and regulated by the Financial Conduct Authority with
effect from 2 April 2002.  

Unitholders of the Fund are not liable for the debts of the scheme. 

Investment objective and strategy

The investment objective of the Fund is to achieve capital growth.

The Fund will invest in companies both in the UK and overseas but concentrating mainly or, where
appropriate, exclusively on UK shares. Other investments including bonds, warrants and options,
within the limits imposed by the trust deed may also be used where it is considered that they meet the
investment objective. It is also intended where appropriate to take advantage of underwritings and
placings. At times it may be appropriate for the Fund not to be fully invested but to hold cash and near
cash. The Fund has powers to borrow as specified in the COLL and may invest in derivatives and
forward transactions for hedging purposes only.

Up to date key investor information documents, the full prospectus and reports and accounts for the
Fund can be requested by investors at any time. 

Value for Money Assessment

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

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

Rights and terms attaching to each unit class

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

Authorised Status and
General Information
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Remuneration Policy

The Authorised Fund Manager is subject to a remuneration policy which is applicable to UK UCITS
funds and is consistent with the principles outlined in the Alternative Investment Fund Managers
Directive (AIFMD) and the FCA Handbook of Rules and Guidance. The remuneration policy is
designed to ensure that any relevant conflicts of interest can be managed appropriately at all times and
that the remuneration of its senior staff is in line with the risk policies and objectives of the UK
UCITS funds it manages. 

The fixed remuneration paid by the Authorised Fund Manager to its staff in respect of all funds that it
manages in the financial year ended 31 December 2022 was £1,294,010 and was shared amongst 23
members of staff. The financial year of Slater Recovery Fund ran from 1 December 2022 to 30
November 2023, whereas the financial year of Slater Investments Limited runs from 1 January to 31
December. The above figures are taken from the financial report and accounts of Slater Investments
Limited for the period 1 January 2022 to 31 December 2022. The financial statements of Slater
Investments Limited have been independently audited.

All 23 Authorised Fund Manager staff members were fully or partially involved in the activities of the
Fund. The variable remuneration paid by the Authorised Fund Manager to its staff in respect of all
funds that it manages in the financial year ended 31 December 2022 was £931,958. The Authorised
Fund Manager staff remuneration is established with reference to the market remuneration of each
equivalent position and is not linked to the performance of the Fund or any other fund of the
Authorised Fund Manager. None of the Authorised Fund Manager’s staff actions had a material
impact on the risk profile of the Fund.

Authorised Status and General
Information (Continued)
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DIRECTORS’ STATEMENT

Mark Slater
Director

Slater Investments Limited. 
30 January 2024

Ralph Baber
Director

In accordance with COLL 4.5.8BR, the annual report and the audited financial statements were
approved by the Authorised Fund Manager of the Fund and authorised for issue. 

Slater Recovery Fund
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Statement of Authorised Fund Manager’s
Responsibilities

The FCA’s Collective Investment Schemes sourcebook (‘COLL’) requires the Authorised Fund
Manager to prepare accounts for each annual and half-yearly accounting period, in accordance with
United Kingdom Generally Accepted Accounting Practice, which give a true and fair view of the
financial position of the Fund and of its net revenue and the net capital gains on the property of the
Fund for the year. In preparing the accounts the Authorised Fund Manager is required to:

select suitable accounting policies and then apply them consistently;
comply with the disclosure requirements of the Statement of Recommended Practice for UK
Authorised Funds issued by the IA in May 2014;
follow generally accepted accounting principles and applicable accounting standards;
prepare the accounts on the basis that the Fund will continue in operation unless it is inappropriate
to do so;
keep proper accounting records which enable it to demonstrate that the accounts as prepared
comply with the above requirements; and
make judgements and estimates that are prudent and reasonable. 

The Authorised Fund Manager is responsible for the management of the Fund in accordance with its
trust deed, Prospectus and COLL and for taking reasonable steps for the prevention and detection of
fraud, error and non-compliance with law or regulations.

So far as the Authorised Fund Manager is aware, there is no relevant audit information of which the
Group and the Fund’s Auditors are unaware, and the Authorised Fund Manager has taken all the steps
that he or she ought to have taken as an Authorised Fund Manager in order to make himself or herself
aware of any relevant audit information and to establish that the Group and the Fund’s Auditors are
aware of that information.

Slater Recovery Fund
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Statement of Depositary’s Responsibilities In
Respect of the Scheme and Report of the
Depositary to the Unitholders of Slater Recovery
Fund (“The Company”) For the Year Ended 30
November 2023)

The depositary is responsible for the safekeeping of all the property of the Company (other than
tangible moveable property) which is entrusted to it and for the collection of income that arises from
that property. 

It is the duty of the depositary to take reasonable care to ensure that the Company is managed in
accordance with the Financial Conduct Authority’s Collective Investment Schemes Sourcebook (“the
Sourcebook”), the Open-Ended Investment Companies Regulations 2001 (SI 2001/1228) (the OEIC
Regulations), the Company’s Instrument of Incorporation and Prospectus, in relation to the pricing of,
and dealings in, shares in the Company; the application of income of the Company; and the
investment and borrowing powers applicable to the Company. 

Having carried out such procedures as we consider necessary to discharge our responsibilities as
depositary of the Company, it is our opinion, based on the information available to us and the
explanations provided, that in all material respects the Company, acting through the Authorised Fund
Manager: 

(i) has carried out the issue, sale, redemption and cancellation, and calculation of the price of the
Company’s shares and the application of the Company’s income in accordance with the Sourcebook
and, where applicable, the OEIC Regulations, the Instrument of Incorporation and Prospectus of the
Company, and

(ii) has observed the investment and borrowing powers and restrictions applicable to the Company.

CACEIS Bank UK Branch
30 November 2023

Slater Recovery Fund
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Independent Auditor’s Report to the
Unitholders of the Slater Recovery Fund

Opinion

We have audited the financial statements of the Slater Recovery Fund (the “company”) for the year
ended 30 November 2023 which comprise the statement of total return, the statement of change in net
assets attributable to shareholders, the balance sheet and the notes to the annual financial statements.
The financial reporting framework that has been applied in their preparation is applicable law and
United Kingdom Accounting Standards, including Financial Reporting Standard 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland (United Kingdom Generally
Accepted Accounting Practice).

In our opinion the financial statements:
give a true and fair view of the state of the company’s affairs as at 30 November 2023 and of its
net revenue and net capital gains or losses on the company property for the year then ended;
have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice;
have been properly prepared in accordance with the Statement of Recommended Practice for
Authorised Funds issued by The Investment Association, the rules contained in the Collective
Investment Schemes Sourcebook and the Instrument of Incorporation.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK))
and applicable law. Our responsibilities under those standards are further described in the Auditor's
responsibilities for the audit of the financial statements section of our report. We are independent of
the company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK)
require us to report to you where:

the Authorised Fund Manager’s (the “AFM”) use of the going concern basis of accounting in the
preparation of the financial statements is not appropriate; or 

Slater Recovery Fund
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Independent Auditor’s Report to the Unitholders
of the Slater Recovery Fund (Continued)

Conclusions relating to going concern (Continued)

the AFM has not disclosed in the financial statements any identified material uncertainties that
may cast significant doubt about the company’s ability to continue to adopt the going concern
basis of accounting for a period of at least twelve months from the date when the financial
statements are authorised for issue.

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor’s report thereon. The AFM is responsible for the other information. Our
opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If we identify such material inconsistencies or apparent material misstatements, we are
required to determine whether there is a material misstatement in the financial statements or a material
misstatement of the other information. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information; we are required to report that fact. 

We have nothing to report in this regard.

Opinions on other matters prescribed by the Collective Investment Schemes Sourcebook

In our opinion, based on the work undertaken in the course of our audit:
the information given in the report of the AFM for the financial year for which the financial
statements are prepared is consistent with the financial statements; and
we have been given all the information and explanations which, to the best of our knowledge and
belief, are necessary for the purposes of our audit.

Slater Recovery Fund
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Independent Auditor’s Report to the Unitholders
of the Slater Recovery Fund (Continued)

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the 
course of the audit, we have not identified material misstatements in the report of the AFM.

We have nothing to report in respect of the following matters to which the Collective Investment 
Schemes Sourcebook requires us to report to you if, in our opinion:

proper accounting records for the company have not been kept; or
the financial statements are not in agreement with those records.

Responsibilities of the Authorised Fund Manager

As explained more fully in the Statement of AFM’s Responsibilities set out on page 4, the AFM is
responsible for the preparation of the financial statements and for being satisfied that they give a true
and fair view, and for such internal control as the AFM determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, the AFM is responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the AFM either intends to liquidate the company or to cease
activity, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect material misstatements in respect
of irregularities, including fraud. The specific procedures for this engagement and the extent to which
these are capable of detecting irregularities, including fraud is detailed below:

Slater Recovery Fund
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Independent Auditor’s Report to the Unitholders
of the Slater Recovery Fund (Continued)

Auditor’s responsibilities for the audit of the financial statements (Continued)

Based on our understanding of the fund and the industry, we identified that the principal risk of non-
compliance with laws and regulations related to breaches of the applicable Financial Conduct
Authority regulations. We also obtained an understanding of the legal and regulatory frameworks that
the fund operates in, focusing on those that had a direct effect on material figures and disclosures in
the financial statements, the main regulations considered in this context included the Financial
Conduct Authority including its Collective Investment Schemes Sourcebook and Conduct of Business
Sourcebook. 

We evaluated the incentives and opportunities for fraud in the financial statements, including, but not
limited to, the risk of override of controls, and designed procedures in response to these risks as
follows:

performing analytical procedures to identify any unusual or unexpected relationships that may
indicate risks of material misstatement due to fraud;
testing the appropriateness of journal entries and other adjustments;
enquiring of management and the trustees concerning any non-compliance;
review of the breaches log;
assessing whether the judgements made in making accounting estimates are indicative of a
potential bias, and.

We also communicated relevant identified laws and regulations and potential fraud risks to all
engagement team members, and remained alert to any indications of fraud or non-compliance with
laws and regulations throughout the audit.

Because of the inherent limitations of an audit, there is a risk that we will not detect all irregularities,
including those leading to a material misstatement in the financial statements or non-compliance with
regulation. This risk increases the more that compliance with a law or regulation is removed from the
events and transactions reflected in the financial statements, as we will be less likely to become aware
of instances of non-compliance. The risk is also greater regarding irregularities occurring due to fraud
rather than error, as fraud involves intentional concealment, forgery, collusion, omission or
misrepresentation.

Slater Recovery Fund
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Independent Auditor’s Report to the Unitholders
of the Slater Recovery Fund (Continued)

Auditor’s responsibilities for the audit of the financial statements (Continued)

A further description of our responsibilities is available on the Financial Reporting Council’s website 
at: 

https://www.frc.org.uk/Our-Work/Audit/Audit-and-assurance/Standards-and-guidance/Standards-and-
guidance-for-auditors/Auditors-responsibilities-for-audit/Description-of-auditors-responsibilities-for-

audit.aspx.

This description forms part of our auditor’s report.

Use of our report

This report is made solely to the company’s shareholders, as a body, in accordance with paragraph 
4.5.12 of the rules of the Collective Investment Schemes Sourcebook. Our audit work has been 
undertaken so that we might state to the company’s shareholders those matters we are required to state 
to them in an auditor's report and for no other purpose. To the fullest extent permitted by law, we do 
not accept or assume responsibility to anyone other than the company and the company’s shareholders 
as a body, for our audit work, for this report, or for the opinions we have formed.

Azets Audit Services Limited
Chartered Accountants and Tax Advisors
Ashcombe Court
Woolsack Way
Godalming
Surrey
GU7 1LQ
Date:   
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Performance Six Months 1 Year 3 Years 5 Years
Since

Launch*

Slater Recovery Fund P unit class -3.65% -9.00% +3.87% +37.56% +578.15%

Investment Association (IA) OE UK
All Companies

-0.42% +0.58%  +13.09%  +18.51% +327.89%

11

Portfolio Commentary

This has been one of the toughest years for United Kingdom (UK) smaller companies. The
Alternative Investment Market (AIM) fell over 15% and completed a near-halving since its peak
in 2021. To find a similar period we have to look back to the grinding bear market of 2000 to
2003 where prices fell slightly further. Little comfort as it seems at the time, we know from
experience that bear markets are followed by better times. 

Major Contributors 

There were four major contributors above +0.50%. The largest contributor was Kape
Technologies. It fell to a takeover bid but not one we welcomed. Unfortunately Teddy Sagi
already had a controlling shareholding so his predatory terms could not be resisted. The shares
gained +19% and contributed +1.01%. Most annoying.

Tesco gained +26% and contributed +0.98%. Retailers like to wring their hands over rising
prices but a glance at their profits shows them gaining from them. This is because their fixed
costs do generally stay fixed whilst higher food costs get passed on. In the first half to August
2023, sales rose 8.9% but adjusted operating profits grew 14%. Costs such as depreciation were
fixed whereas gross margins were at least maintained. Tesco also continued to buy back its
shares vigorously and the average number of shares fell 4.5%. Together these factors led to a
16.8% rise in earnings per share. Easing inflation will see earnings growth slow but the
consensus is for it to remain between 7% and 9% for the next couple of years, excluding the
benefit of buybacks. 

Fund Manager's Report

For the year ended 30 November 2023

Slater Recovery Fund

*A unit class launched 10 March 2003



12

Fund Manager's Report (Continued)

For the year ended 30 November 2023

Major Contributors (Continued)

Sureserve also fell to a takeover
bid, this time from private equity
firm Cap10 Partners, sending the
shares soaring +80%. We were
satisfied with the terms. It
contributed +0.94%.

Slater Recovery Fund

Foresight Group saw violent swings in share price during the year. The volatility reflected the
concentration of the register, with Chairman Bernard Fairman still holding nearly 28% and
volumes relatively low. Reflecting this volatility, the shares rose +20% and contributed +0.57%.
News was satisfactory during the year but less good than the company hoped at the start. For
instance a year ago it hoped to attract several billions from new distribution routes into the
United States (US) and Europe. In the event there was almost no inflow from the US and the
hoped European deal has not yet been signed. Funds under management eased 3%, to £8.8
billion, in the year to September 2023. Foresight did sign a partnership with Cromwell Funds
but this has been slow to generate inflows, partly owing to logistics but also because of high
interest rates. Renewable power generation may offer only 8% to 10% before fees, which was
less tempting versus, say corporate bonds. Now that yield curves are pointing firmly downwards
this competitive pressure may ease. But in the meantime Foresight’s Private Equity division
remains massively lucrative. It only accounts for 12% of assets under management (AuM) but
generates 36% of earnings before interest, taxes, depreciation and amortisation (EBITDA).
Assets within this division often come within high charging tax wrappers. By contrast,
Infrastructure accounts for 80% of AuM but only 59% of EBITDA. The focus for infrastructure
deals is moving to higher returning areas such as batteries and electrolysers. The forward
multiple is an undemanding 9.9, falling to 8.6 the following year. 
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Fund Manager's Report (Continued)

For the year ended 30 November 2023

Major Detractors

Ten companies detracted by -0.50% or more. 
Liontrust Asset Management suffered a mauling 
during the bear market, falling -52% and 
detracting by -0.52%. Its bid for GAM, a 
struggling Swiss-based manager, was rejected. It 
would have provided a handy platform for 
expansion into Europe. Meantime earnings have 
suffered as AuM came under pressure. The rout 
has left the shares on a forward price-to-earnings 
(PE) multiple of 7.6 and a yield in double figures. 
The fundamentals of the business still look strong.

Slater Recovery Fund

Serco detracted by -0.57% and the shares fell -9%. What went wrong? Nothing much. Admittedly
the head of the Australian operation was removed in July 2023 and Chief Executive Officer
(CEO) Mark Irwin took over temporarily. Serco is bidding to keep its lucrative immigration
contract, which accounts for 10% of group profits.  A decision is expected in March 2024.
Immigration grows steadily more important, as evidenced by the purchase in December 2023 of a
German company which looks after migration. This is becoming a hot button politically in many
countries but the market seems to grow inexorably. A decision is expected in March 2024.
Immigration grows steadily more important, as evidenced by the purchase in December 2023 of a
German company which looks after migration. This is becoming a hot button politically in many
countries but the market seems to grow inexorably.
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Fund Manager's Report (Continued)

For the year ended 30 November 2023

Major Detractors (Continued)

Franchise Brands is usually one of our strongest performers and we expect it to star for us in 
the future. But this year it detracted by -0.64% with a -19% fall. The price rallied hard until early 
April 2023 when it unleashed a discounted £110 million raise to fund the £200 million purchase 
of Pirtek Europe into a very soft stock market. Pirtek operates a network of franchises for 
supplying replacement hydraulic pipes at very short notice. The deal was heralded for bringing 
many synergies between Franchise’s networks. The shares closed November 2023 on a forward 
multiple of 15. 

Jubilee Metals had a difficult year, falling -55% and detracting by -0.83%. The rapidly rising 
adoption of electric vehicles in China has caused weakness in the prices of the platinum group 
metals (PGMs) used in exhaust catalysts. Jubilee makes most of its profits from extracting 
PGMs when it produces chrome concentrate as toll production for mining customers. Some 
PGM capacity may be withdrawn by other producers but this remains an uncomfortable 
situation. Fortunately the picture for copper in Zambia seems to be brightening decisively at last. 
On 15 December 2023 the company reported it has formed a partnership with International 
Resources Holdings (IRH) of Abu Dhabi. IRH will fund the purchase of a 350 million tonne 
heap of mine waste and it will also cover the $50 million cost of the first batch of concentrators. 
The aim is to start producing enough 15% concentrate to produce 25k-35k tonnes of copper in 
the smelters. Some of this final stage processing will take place in Jubilee’s own Sable refinery. 
The cost per tonne is expected to be around $4,000 (versus a spot price of around $8,000). IRH 
will have a 70% profit share and Jubilee will have 30%, rising to 42% owing to management 
and after mark ups. This is a pivotal step for the company. Early 2024 may be difficult if PGM 
prices weaken further but the outlook for copper is at last very strong. 

NCC detracted by -0.84% and its price shed -43%. The year fell into two halves, with an early 
slide in the price climaxing in a 40% fall on 31 March 2023. This followed a warning of weak 
demand in the US. From July 2023 onwards the price has been steadily recovering. It emerged 
that NCC’s cyber practice had heavy exposure to a small number of major customers in 
California. US companies are typically much quicker to cancel projects and sack staff than is 
common in Europe, where employment laws make this more expensive. Across many sectors we 
have seen weakness in the US echoed four to six months later in Europe. The signals are now 
more encouraging and NCC has begun offshoring work to its new centre in the Philippines. The 
shares trade on forward PE of 18 falling to 13.5.
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Fund Manager's Report (Continued)

For the year ended 30 November 2023

Major Detractors (Continued)

Eneraqua Technologies fell -86% and detracted by -0.90%. This dreadful performance was 
because local authority customers deferred plans for installing ground source heat pumps in 
social housing. These systems have high upfront costs and taxpayer fatigue for green spending is 
becoming steadily more widespread. The company warned again on 12 December 2023 after 
further order deferrals. Eneraqua needs to persuade its customers to accept a private finance 
method of funding these schemes, otherwise it will continue to struggle.

Next 15 has been a star performer for years but this
year it fell -29% and detracted it by -1.15%. What
went wrong? Again, nothing much. But investors
became wary of the growing importance and
mysterious ways of Mach49, a consultancy which
reports hefty profits which are currently all being
channelled to fund its earnout. Mach49 helps large
corporates incubate growth businesses. It is led by
people with impressive credentials but it remains very
hard to value. The consensus forecast free cashflow
for this year has fallen slightly over the last 24
months and net debt forecasts have risen. But overall
the performance has been solid despite pressure on
clients’ budgets for marketing.

i3 Energy detracted by -1.16% after falling -53%. First half profits showed earnings per share of
0.9p, down from 1.2p in the first half of 2022. Falling gas prices are the issue here. In terms of
barrels of oil equivalent the company produces about the same amount of oil and gas. But
western Canada lies at the end of the pipeline network and producers receive the lowest prices.
Worse again, the relentless rise in production from the shale oil fields of the Permian have also
brought with them record levels of natural gas. Liquefied natural gas (LNG) capacity is being
doubled in the US and Canada will also open its first unit in British Columbia next year. The
trouble is that production is rising by 3% per year so it remains unclear how much price impact
there will be when LNG capacity eventually doubles. It currently accounts for 10% of US
output, so that even a doubling will only mop up 3 years of rising production. For i3 there
should be a better price uplift given that the new Canadian plant will consume 10% of national
output. Meantime i3 has been cautious about raising the pace of drilling in its large oil-only
assets. This seems to be because they are quite remote and need new roads to be built. The
company should be able to cover its 9% dividend even if oil averages $60 this year and gas is at
$2.50 per metric million Briths thermal units. 

Slater Recovery Fund
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Fund Manager's Report (Continued)

For the year ended 30 November 2023

Major Detractors (Continued)

R&Q Insurance Holdings has been a troubled 
investment for some time. It detracted by -1.33%
and the shares fell -81%. This dire performance 
was despite continued rapid growth at Accredited, 
which acts as a conduit between local insurance 
and the global reinsurance market. The Board has 
proposed to sell Accredited to private equity and 
allow its CEO and Chief Financial Officer (CFO) 
to decamp with it. The Board argues a sale is 
needed to avoid a downgrade by rating agency 
AM Best. The deal does not appear to be in the 
best interests of shareholders, selling the 
company’s prime asset on poor terms. 

Future fell -39% and detracted by -2.00%. In
December 2023 new CEO Jon Steinberg
announced plans to increase overheads by £28
million per year in order to beef up its content
production and its US direct sales force. In the
year to September 2023 the adjusted operating
profits fell by 6%. Demand for gadgets, and the
advice about them, was subdued but GoCo, the
price comparison business, saw revenues rise
8%. CFO Penny Ladkin-Brand announced she
will be leaving in 2024. She was central to
Future’s record of mergers and acquisitions.
Unfortunately now is the time for managing
and sometimes trimming business portfolios,
not expanding them. Beyond all this is the
looming concern about copying by artificial
intelligence. However we remain reasonably
confident that Future and other media groups
can protect themselves or even take advantage
by way of cost-savings. The shares trade on a
PE of 6 and a very high free cashflow yield.

Slater Recovery Fund
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Fund Manager's Report (Continued)

For the year ended 30 November 2023

Purchases & Sales

Four holdings – Ergomed, Instem, Kape Technologies and Sureserve – completed their 
respective takeovers and Genagro completed its liquidation. Best of the Best, City of London 
Investment Group, dotDigital, GXO Logistics, Hutchmed (China) ADRs, Marston’s and 
Renew were also sold in their entirety.

Alliance Pharma, Converge Technology Solutions, Loungers, NCC, Restore, STV and 
Trifast were added to, as was Instem before its eventual takeover and SSE before being sold.

The following holdings were trimmed: Foresight Group, Prudential, Rathbones, Serco, Team 
Internet Group (formerly CentralNic) and Tesco.

Ecora Resources and Franchise Brands were both added to and trimmed.

Outlook

Fixed interest rates are falling as markets see inflation fall and global growth fade. Strangely this 
outlook of low growth and low inflation translates into a rise in share prices because valuation 
multiples will increase. We believe that the value of UK stocks, particularly small and mid-cap 
companies, now reflect excellent value. Savage de-ratings, driven by outflows from funds and 
fears of recession, have created a situation where valuations now price in a great deal of bad 
news while other markets are priced on the basis that nothing will go wrong. The extraordinary 
unpopularity of the UK is dissipating as the story shifts from the UK being an economic outlier 
to one where the UK is in the middle of the pack. 

The disconnect between public market and private market valuations is at record levels and 
private equity firms are now buying aggressively, one of several catalysts we expect to make 
2024 a happier year for investors in UK small and mid-cap companies.

Slater Investments Limited.
January 2024

Slater Recovery Fund
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Fund Manager's Report (Continued)

Distributions (pence per share)

Material portfolio changes
For the period ended 30 November 2023
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Enviromental, Social and Governance
("ESG") Report

Report for the period to 30 November 2023

Introduction

Slater Investments integrates ESG factors into its investment process to help manage risks and
identify new opportunities. The ESG Committee works closely with the Company’s Investment
Committee to ensure that ESG-based investment analysis, alongside active and engaged
stewardship, is embedded in the Company’s investment process and subsequent ongoing
monitoring.

For evaluating all potential and existing investments, the ESG Committee uses the Company’s
internal ESG investment standards, which combine the International Sustainability Standards
Board’s sustainability-related disclosure standards, the UN Sustainable Development Goals, an
ESG materiality framework, and recommendations of the Task Force on Climate-Related
Financial Disclosures (“TCFD”) on climate-related risks and opportunities as a starting point to
understand the potential risks a company may face and to determine materiality.

The primary focus of the ESG Committee is to pre-emptively monitor ESG risks that may
emerge and threaten the price-earnings ratio or earnings growth prospects of Slater
Investments’s investee companies. The ESG Committee regularly collaborates with investee
companies, offering advice on how they can improve their ESG practices.

We seek a high standard of corporate governance from the companies in which we invest. Slater
Investments believes governance is the most important of the three ESG pillars. Without
effective governance, there is limited prospect of positive ESG developments and little
likelihood of beneficial engagement.

For the third year in a row, Slater Investments is proud to be a successful signatory of the
Financial Reporting Council’s UK's Stewardship Code (“Code”). This demonstrates our
commitment to embedding sustainability and ESG endeavours throughout both our investment
process and the way we run our business. The Code sets high standards for asset managers and
holds us accountable to 12 principles covering a range of stewardship activities and outcomes.
Our latest report is available on our website.
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https://slaterinvestments.com/wp-content/uploads/2023/05/Slater-Investments-Limited-2022-Stewardship-Report.pdf
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Enviromental, Social and Governance
("ESG") Report (Continued)

Report for the period to 30 November 2023

Introduction (Continued)

Since September 2019, Slater Investments has been a voluntary member of the United Nations-
supported Principles for Responsible Investment (“PRI”), an organisation committed to
responsible investment. As part of our commitment to the PRI, we fully integrate screening and
monitoring of ESG issues into our investment process. We produced our first full PRI report in
2021 and we continue to report annually against the Principles. Our latest Transparency Report
can be found on our website. 

During 2022, the Fund was categorised as Article 8 under the Sustainable Finance Disclosure
Regulation (“SFDR”). SFDR requires fund managers to disclose information on various ESG
indicators to investors. Reporting against the SFDR framework requires the integration of
sustainability risks in fund managers’ investment decision-making processes and provides
transparency on sustainability within financial markets in a standardised format. Additional
information can be found in Appendix 6 of the Fund’s Prospectus.

The periodic disclosures, as required under Article 11 of SFDR, are set out in the Appendix I to
this Report. 

Additionally, for the first time in respect of the Fund, Slater Investments has taken the initiative
and will also be voluntarily reporting in line with the FCA’s TCFD-aligned disclosures for asset
managers and owners. Although Slater Investments currently does not currently fall within
scope of the FCA’s mandatory reporting requirements, the Company recognises that investments
within the Fund could have an impact on climate change and equally, climate change could
influence the performance of investments in the Fund. The Company’s view is that it is
important to let investors know about potential risk the investments face and has chosen to make
TCFD period disclosures. 

The periodic disclosures, as required under the TCFD are set out in the Appendix II to this
Report. 

Engagement

As part of our commitment to transparency, accuracy, and ongoing improvements, we revised
our engagement metrics and definitions earlier this year. We refined how we define
‘engagements’ to be more focussed on those proactive interactions with investee companies
where the primary aim is to pursue objectives predefined by the ESG Committee. 

Slater Recovery Fund

https://www.unpri.org/signatory-directory/slater-investments-limited/4820.article
https://www.unpri.org/
https://slaterinvestments.com/wp-content/uploads/2023/03/Public_Transparency_Report_Slater-Investments-Limited_2021.pdf
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Enviromental, Social and Governance
("ESG") Report (Continued)

Report for the period to 30 November 2023

Engagement (Continued)

This is important in distinguishing between meetings with companies where the topic of ESG is
discussed and we may have input and offer guidance, but it is not the primary, predefined
objective of the interaction. This change provides a more precise reflection of how we are
engaging with companies. 

Slater Investments engaged with company representatives of investee companies of the Fund on
65 separate occasions during the 12 months leading to 30 November 2023.

We reported in the Fund’s Interim Report on the issues and our concerns surrounding STV Plc’s
(“STV”) liability-driven investing (“LDI”) strategy employed in its Defined Benefit Pension
Funds. The handling of pension exposures, despite the executive team's success in managing the
business, remains a point of concern. The topic of LDI was followed up in November 2023,
where we met with the Chief Executive Officer (“CEO”) and Chief Financial Officer to discuss
a proposed solution to address the significant pension fund exposure stemming from the LDI
strategy. We are still awaiting an update and are closely monitoring the situation for further
developments.
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Enviromental, Social and Governance
("ESG") Report (Continued)

Report for the period to 30 November 2023

Engagement (Continued)

Simultaneously, in November 2023, our engagement continued with the Chair of STV’s
Remuneration Committee. We expressed concern about the size of the Board and the high
remuneration of Non-Executive Directors, particularly considering the Trading Update issued on
9th November 2023.. The company subsequently confirmed that they regularly benchmarked
data to ensure fees aligned with STV’s remuneration policy.

They concluded that the current fee structure of the Non-Executive Directors was broadly
aligned with fees paid to Non-Executive Directors not just in the FTSE Small Cap index but also
in the bottom half of that index. They did however confirm that they were looking to reduce
Board expense by cutting the number of Board members by two.

We continue to engage with the Chair of the Audit & Risk Committee (“Chair”) for all the
companies where we hold material positions as part of our thematic engagement. Our intention
is to examine each investee company's risks to understand how they are discussed at the Board
level and how much time the Board spends reviewing these risks. 

In June 2023, we met the Chair of the Audit Committee at Hollywood Bowl Plc (“Hollywood
Bowl”). In May 2022, Hollywood Bowl received a query from the UK Financial Reporting
Council (“FRC”) regarding the presentation of rent concessions & classification of cash flows in
the 2021 Annual Report & Accounts. Following the late publication of the 2021 Annual Report
and Accounts together with the FRC query, we conveyed our concerns to the Chair. Despite the
relatively low-level impact of the amendments, there was an acknowledgment of the FRC's
detailed investigation, and overall, the committee was content with the outcome of the review. 

We also expressed concerns over the use of KPMG as the group’s auditor as the auditor has had
a number of audit issues with listed companies in recent months. The Chair noted that the
relationship with KPMG has improved, especially with the change in the audit partner. Overall,
current satisfaction with the auditor was expressed with the view that an auditor tender will take
place no later than FY2026. We will continue to monitor this situation going forward.

In June 2023, we engaged with Next Fifteen Group Plc (“Next Fifteen”) in anticipation of their
Annual General Meeting (“AGM”) the following month. Our predefined objectives for this
engagement were centred around two subjects: firstly, the use of nil-cost options, and secondly,
the workload of the Chair of the Board. 

Slater Recovery Fund



24

Enviromental, Social and Governance
("ESG") Report (Continued)

Report for the period to 30 November 2023

Engagement (Continued)

Nil-cost options are a feature of the Long-Term Incentive Programme (“LTIP”) element of the
Remuneration Policy at Next Fifteen, and the vesting conditions of these options do not contain
any link to Total Shareholder Return (“TSR”). Therefore, in our view, this Policy lacked any
meaningful shareholder alignment. It was important we clearly expressed our opposition to this
Policy and discussed our reasoning. Additionally, we wanted to discuss the workload of the
Chair of the Board. We are highly supportive of the Chair, and we are generally supportive of
Chairs and NEDs having full time external roles as we believe this brings current and real-world
expertise and experience to the Board. However, there are situations where events can
drastically vary the workload of a Chair, and we wanted to ensure the Board was cognisant of
this. It was confirmed to us that the possibility of the Chair becoming over boarded had been
considered and discussed and the Board was alert to this possibility. The structure of the LTIP
had also been considered at length, as well as including TSR as a vesting condition to better
align the interests of executives with shareholders, but they had chosen to go another route. We
were told our views would be taken away and discussed with the respective Board members. We
will monitor these issues moving forward and will continue to engage, if required, to achieve a
better aligned LTIP within the Remuneration Policy at Next Fifteen.

In July 2023, Restore Plc (“Restore”) announced a profit warning, and its Chief Executive
Officer (“CEO”) would be stepping down as CEO and Board Director and that the Senior Non-
Executive Independent Director had agreed to become Interim CEO, both with immediate effect.
The current Chair had also agreed to become Executive Chair also with immediate effect. After
these announcements were made, Restore’s share price dropped 27.8% from the previous day’s
closing price. We spoke the next day following the profit warning with the Interim CEO and the
Chair of Restore to discuss the trading update and the board changes. The Interim CEO
expressed a proactive stance and commitment to active involvement during this period of
transition. In September 2023, the board announced the reappointment of Charles Skinner as the
new CEO of the company at the same time confirming that the Interim CEO would remain as an
Executive Director and the Chair would step down as Executive Chair and resume her previous
role as Non-Executive Chair. Slater Investment continues to monitor the situation.

Our most significant engagement through 2023 was concerning a proposed restructuring by
R&Q Insurance Holdings Ltd. (“R&Q”) announced in October 2023. 
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Enviromental, Social and Governance
("ESG") Report (Continued)

Report for the period to 30 November 2023

Engagement (Continued)

The restructure would result in the company’s profitable, programme management business
(“Accredited”), being sold to a private equity company, with the CEO and CFO (“CFO”) also
leaving with this part of the business. This would leave shareholders with the remaining,
unprofitable, legacy insurance business, and losing critical incumbent executives. 

We firmly opposed this proposal and had a number of concerns. Firstly, as significant
shareholders, we were disappointed and surprised not to have been consulted on this prior to its
announcement to the market. The proposed restructure clearly raised serious concerns about
what would remain for shareholders, to not be consulted on this was, in our view, poor practice.
We were also concerned that alternative options had not been properly considered.

More broadly we felt the Board had not adequately fulfilled their responsibility to shareholders.
We did not feel that shareholder value had been adequately represented by the Board, and poor
engagement and communication displayed poor governance practice. 

We further felt there were conflicts of interest present in this restructuring. We felt that the fact
the executives were moving with Accredited proposed conflicts of interest between shareholders
and the executives.

The decision to divest Accredited was driven by concerns raised by the Board regarding a likely
credit rating downgrade which would occur should the restructuring not take place. It was
proposed that the restructure would provide cash proceeds sufficient to sure up R&Q’s debt
position. The Board proposed this restructuring was in the best interest of shareholders and
protecting shareholder value. It became clear to us that this was misguided as the share price fell
c.80% in the days following the announcement of the restructuring.

We quickly began engaging with the Board, and other shareholders to advocate for greater
shareholder scrutiny and involvement in the process. This was somewhat complicated because
of the nature of financial interests in R&Q from different shareholders. Some proportion of the
share capital was owned by managers who also had a debt interest in R&Q. This presented some
misalignment in interests between shareholders and further conflicts of interests. 
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Enviromental, Social and Governance
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Report for the period to 30 November 2023

Engagement (Continued)

This further disadvantaged equity shareholders in representing their interests as, it is our
opinion, that the debt holders’ interests were closer aligned with an approval of the restructuring.
However, we were able to achieve significant collaborative engagement with other shareholders.
Through collaborative engagement we voiced significant apprehensions about the proposed sale
and its potential implications. We advocated for a thorough exploration of strategic alternatives,
including potential divestitures, partnerships, and restructuring initiatives. We emphasised the
importance of evaluating all options to maximise shareholder value and ensure the company's
long-term competitiveness. We highlighted the need for seasoned leadership to navigate the
complexities of the restructuring process and drive value creation. 

The outcome of this engagement with R&Q remains fluid and subject to ongoing developments
with the restructuring being put to Shareholders at a General Meeting to be held in January
2024. Shareholders, including Slater Investments, continue to monitor developments closely and
advocate for actions that prioritise long-term value creation and financial stability.

Following its challenging first half results, published in November 2023, we held a meeting with
Marlowe Plc (“Marlowe”). Discussions with the Chairman of Marlowe focused on governance
and company strategy, primarily centred around transparency, ongoing M&A, and rising debt.
Marlowe had invested £426m in 36 acquisitions since April 2021 and we were keen to reiterate
our view that the company must be cautious to ensure this significant number of acquisitions
does not come at the detriment of operational efficiency.

It is important that leadership has the ability to balance different strategic targets, and when this
is not achieved, it is critical to understand and rectify the situation. The Chairman was mindful
of the views we raised, and the meeting concluded with the expectation of further engagement in
due course.  

We continued our thematic engagement as we met with the Chair of the Audit Committee of
Serco Group Plc (“Serco”) in June 2023. Serco is a very mature business with, in our view,
highly developed risk management and reporting functions. The main subjects of our focus for
this meeting were the company’s external auditor, and the separation of the Audit and Risk
Committees. The Chair explained the separation of the Audit and Risk Committees was due to
workload and a desire to be as comprehensive as possible. 

Slater Recovery Fund



27

Enviromental, Social and Governance
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Report for the period to 30 November 2023

Engagement (Continued)

Serco is a business with heightened exposure to a number of risks. The company has chosen to
separate the Audit and Risk Committees, which is uncommon, but allows for a more focussed
approach to risk management. We discussed the company’s external auditor and the delay to full
year results which took place in February 2023. The Chair explained that changes to the audit
process were to be trialled through the half year audit process, which should benefit the audit
process going forward. We will meet with the company in due course to assess the results of
these changes.

We reported in the Fund’s Interim Report on an ongoing engagement with Serco focussed on
their remuneration policy. We had met with the Chair of the Remuneration Committee where we
discussed areas of the policy which we felt could be improved on. Through this engagement we
had expressed our opposition to nil-cost options, and impressed upon the Chair of the
Remuneration Committee that we would like to see better alignment with shareholders achieved
through the remuneration policy. The remuneration policy will require renewed shareholder
approval in 2024. We will engage with the company in due course to discuss how they have
considered addressing our points in their formulation of the new policy, and if necessary,
reiterate our unwillingness to support remuneration policies which use nil-cost options.

In June 2023 we also met with the chair of the Audit Committee at Devolver Digital Inc
(“Devolver”). Devolver listed relatively recently and this was our first engagement with the
Audit Chair. These meetings are most impactful with newly listed companies who are still
building out their risk management and reporting functions. We identified two primary
objectives prior to the meeting, including understanding how they consider their principal risks,
and how they account for the significant nil-paid options they award. In discussing the principal
risks, we were reassured that the company adequately considers and monitors these risks, though
we did note that this should translate to more comprehensive reporting on the principal risks.
The second objective of this meeting was based on the accounting of the nil-cost options. The
value of nil-cost options awarded by Devolver is material to the business, and therefore it is
important for the company to clearly communicate how these are accounted for to allow
investors to properly value the company. We discussed this with the Chair and it was
acknowledged that better communication from the company was needed on this subject. Overall,
this was positive but characteristic of a less mature business, still working on building out these
functions. We will continue to monitor this closely and engage again in due course if required.
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Engagement (Continued)

Through 2023 we continued our collaborative engagement regarding Alliance Pharma Plc. The
company has been facing a number of challenges; a long running Competition and Markets
Authority investigation (and subsequent appeal) into the company, issues with their most
successful product being counterfeited in China and the loss of a significant discount store
account for another of their main products. We felt these issues had exposed weaknesses at the
Board and executive level. We continued to engage with shareholders prior to the company’s
Annual General Meeting (“AGM”) in May 2023 to discuss the prevailing challenges for the
company. The company’s 2023 AGM clearly displayed shareholder dissatisfaction with the
Board and its decision-making with six votes receiving more than 20% votes against.

Following the AGM, we met with the recently appointed Chair of the Board where she was keen
to listen and absorb shareholder feedback off the back of the disappointing AGM. We reiterated
our concerns to the new Chair and expressed our disappointment that we did not consider they
have been given due care and attention by the Board under its previous leadership. In our view,
had they have been considered more seriously sooner, it is possible the company could have
avoided the disappointing AGM vote. We also discussed areas we would like to see the
company focus on, primarily reducing the debt and prioritising operational deliverables. We
continue to engage with the company, and fellow shareholders, to discuss how shareholder value
can be maximised.

In September 2023, we met with the Senior Independent Director (“SID”) of Liontrust Asset
Management Plc (“Liontrust”). The subject of discussion included the long tenure of the
company’s Chairman, Board changes and the use of nil-cost options in remuneration policies.
Earlier in the year, two Liontrust directors had resigned citing the Chairman’s 12-year tenure.
Under the UK’s Corporate Governance Code, which the company applies in part, it recommends
that the tenure limit for Chairs of Boards should be limited to nine years. In response to not
being aligned with the Code, the Board undertook a review of the Chairman’s tenure led by the
SID to help reduce shareholder concerns. The SID explained that the decision to keep the Chair
came after Liontrust made two acquisitions in quick succession and as the Board underwent
changes, it was important to keep him for continuity during the period. Following this meeting
we decided to vote in favour of the Chairman at the company’s September 2023 AGM and will
continue to monitor the situation going forward.
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Engagement (Continued)

In November 2023, we met the new Chair of Trifast Plc (“Trifast”). This was an introductory
meeting following the retirement of the previous Chairman after 14 years of service. It has been
a turbulent period for Trifast which we reported on in the Fund’s Interim Report. We discussed
the arrival of the newly appointed permanent CEO, with the interim CEO moving to become
Head of Strategic Transformation.

More broadly we discussed the direction of travel for the company. The Chair has identified
certain key issues that required addressing and will work towards improving the company’s
outlook. We continue to monitor the situation.

ESG Scoring

Slater Recovery Fund

The chart above illustrates the distribution of the ESG ratings of the Fund’s investee companies
as of 30 November 2023.

In our previous reports, we assessed and presented companies' ESG scores using a rating system,
ranging from A to D. These ratings were assigned to each company independently, and we
provided the percentage distribution of companies in each rating category, such as 20% with A
ratings, 10% with B ratings, 30% with C ratings, and 30% with D ratings.

In our updated approach, we have transitioned to a more nuanced method of evaluating and
presenting ESG scores. Instead of assigning static ratings, we now base the presentation on the
weight of each company held at the Fund level. 
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This means that the percentage distribution of ESG scores now reflects the composition of our
portfolio, providing a more accurate representation of the impact of these scores on our overall
holdings. For instance, we now show what percentage of our portfolio is allocated to companies
with A ESG scores, B scores, C scores, and D scores. This approach allows for a more
comprehensive understanding of the Fund's ESG exposure and how it aligns with our
sustainability goals.

This updated method enhances the transparency and relevance of our ESG reporting, ensuring
that our stakeholders have better insight into the significance of these scores in the context of the
Company’s investment portfolio.

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 investee companies are
assessed by the 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.

The below table gives a summary of all of Slater Investments’s voting instructions across the
Fund’s portfolio companies during the twelve months to 30 November 2023.

Enviromental, Social and Governance
("ESG") Report (Continued)

Report for the period to 30 November 2023

ESG Scoring (Continued)
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Of Slater Investments’ votes against management recommendations:
36.73% related to the disapplication of pre-emptive rights;
22.18% related to the power for Directors to allot shares;
17.82% related to (Non-)Executive Director remuneration;
13.82% related to the (re-)election of (Non-)Executive Directors;
4.36% related to the request to make political donations;
1.82% related to Long Term Incentive Plans  
1.45% related to amendments of Articles of Association;
1.09% related to Employee (ex Director) Remuneration; and
0.73% related to specified corporate events.

There were seven notable meetings during the period where Slater Investments voted against its
Voting Policy. 

In the case of Avation PLC (“Avation”), this situation represented the culmination of positive
engagement in the prior year. In November 2021, Slater Investments had voted against
resolutions proposed by Avation in relation to the authorisation for directors to issue equity and
do so without pre-emptive rights. Before this, in October 2021, in a meeting with a non-
executive director (“NED”), and member of the Audit Committee at Avation, Slater Investments
outlined the view that, in line with its voting policy, directors should not have blanket
permission to issue equity, especially when pre-emption rights were disapplied. We emphasised
to the company that providing an accompanying proposal outlining the reasons for any equity
issuance would allow all shareholders to make an informed decision on such matters. At
Avation's AGM in December 2022, resolutions were proposed granting authority to the directors
to allot shares without pre-emptive rights. 

In line with our previous discussion with the company, they included an accompanying use of
proceeds section. We considered the issuance and accompanying use of proceeds section to be in
the best interest of shareholders and, therefore, voted in favour of the respective resolutions,
which was against our voting policy.
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Voting (Continued)

These resolutions were subsequently passed. Slater Investments was pleased with the results of
this engagement which had resulted in giving all shareholders the ability to better evaluate the
equity issuance resolutions. We continue to stress the importance of such practices to other
investee companies and hope to see more of this in the future.

Avation PLC – Authority to allot shares (link).

Franchise Brands PLC (“Franchise Brands”) utilises nil-cost options as a part of its
Remuneration Policy. In accordance with our voting policy we would generally oppose the re-
election of the Chair of the Remuneration Committee of any company which utilises nil-cost
options as part of its Remuneration Policy. However, in the case of Franchise Brands, it became
clear to us that the company has made meaningful effort to ensure it uses nil-cost options in a
way which is measured and retains shareholder alignment. The nil-cost element of share awards
is only present as a part of a matching scheme where the director is required to purchase an
equal number of shares to those being granted and is awarded nil-cost shares only if
performance targets are met. After ESG committee discussions, it was concluded that we were
satisfied the use of nil-cost options within the Remuneration Policy is sufficiently restrained and
adequately aligns shareholders and executives.We therefore voted against our voting policy and
in favour of the resolution to re-elect the Chair of the Remuneration Committee. 

Franchise Brands – Re-election of the Chair of the Remuneration Committee. (link).

In the case of Liontrust, the resolution was considered at a general meeting in connection with
the proposed acquisition of GAM Holding AG by Liontrust. We considered the issuance and
accompanying use of proceeds section to be in the best interest of shareholders and therefore
voted in favour of the respective resolution, which was against our Voting Policy.

Liontrust Asset Management Plc – Authority to allot shares (link) 
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For the remaining two meetings, the resolutions related to: authorising the board to allot shares,
and to do so without pre-emption rights. Slater Investments felt that in both cases the proposed
resolutions were in the best interest of the respective companies. Therefore, we voted against our
voting policy and in favour of the resolutions. 

Sureserve Group Plc – Authority to allot shares, and without pre-emption rights. (link) 
Franchise Brands Plc – Authority to allot shares, and without pre-emption rights. (link) 
Renew Holding Plc – Authority to allot shares (link) 
Rathbones – Authority to allot shares (link) 

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

Slater Investments ESG
January 2024
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https://www.arbuthnotlatham.co.uk/sites/default/files/documents/ABG-capital-raising-2023-04-14.pdf
https://www.franchisebrands.co.uk/wp-content/uploads/2023/04/265573-Project-Turnberry-Circular-WEB-final.pdf
https://www.renewholdings.com/download_file/force/95/203
https://data.fca.org.uk/artefacts/NSM/Portal/NI-000076123/NI-000076123.pdf#page=199
https://slaterinvestments.com/voting/
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Fund Information (Continued)
Slater Recovery Fund

Comparative tables (Continued)

Operating charges are the same as the ongoing charges and are the total expenses paid by each
unit class in the year. Direct transaction costs are the total charges for the year, included in the
purchase and sale of investments in the portfolio of the Fund. These amounts are expressed as a
percentage of the weighted average net asset value over the year and the weighted average units
in issue for the pence per unit figures. 

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 5 because it has experienced moderate to high volatility
historically.
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Annual Financial Statements
For the period ended 30 November 2023

Statement of total return

Statement of changes in net assets attributable to unitholders
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Annual Financial Statements (Continued)
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Balance sheet
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Notes to the Annual Financial Statements
For the period ended 30 November 2023

1. Accounting Policies

a. Basis of preparation
The financial statements have been prepared in compliance with FRS102, the Financial
Reporting Standard applicable in the United Kingdom and Republic of Ireland, 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. The
principal accounting policies adopted are set out below. 

b. Going concern
The Authorised Fund Manager has at the time of approving the financial statements, a
reasonable expectation that the Fund has adequate resources to continue in operational existence
for the foreseeable future. Thus it continues to adopt the going concern basis of accounting in
preparing the financial statements.

c. Revenue
Dividends from equities are recognised when the security is quoted ex-dividend. Bank interest is
accounted for on an accruals basis.

In the case of an ordinary stock dividend the whole amount is recognised as revenue. In the case
of an enhanced stock dividend, the value of the enhancement, calculated as the amount by which
the total market value of the shares on the date they are quoted ex-dividend exceeds the cash
dividend is treated as capital. The balance is treated as revenue.

d. Expenses
All expenses are accounted for on an accruals basis and, other than those relating to the purchase
and sale of investments and dealing in the units of the scheme, are charged against income as
shown in these accounts.
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Notes to the Annual Financial Statements
(Continued)
For the period ended 30 November 2023

1. Accounting Policies (Continued)

e. Taxation

The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax
The tax currently payable is based on net revenue for the year. The taxable amount differs from
net revenue as reported in the Statement of Total Return (SoTR) because it excludes items of
income or expense that are taxable or deductible in other years and it further excludes items that
are never taxable or deductible. The Fund's liability for current tax is calculated using tax rates
that have been enacted by the reporting end date. 

Deferred tax
Deferred tax liabilities are generally recognised for all timing differences and deferred tax assets
are recognised to the extent that it is probable that they will be recovered against the reversal of
deferred tax liabilities or other future taxable profits. 

The carrying amount of a deferred tax asset is reviewed at each reporting end date and reduced
to the extent that it is no longer probable that sufficient taxable profits will be available to allow
all or part of the asset to be recovered. Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is settled or the asset is realised. Deferred tax
is charged or credited in the SoTR. Deferred tax assets and liabilities are offset when the Fund
has a legally enforceable right to offset current tax assets and liabilities and the deferred tax
assets and liabilities relate to taxes levied by the same tax authority.

f. Valuation of investments

The investments of the Fund have been valued at their fair value using closing bid prices on the
last business day of the accounting period. Fair value is normally the bid value of each security
by reference to quoted prices from reputable sources; that is the market price. If the Authorised
Fund Manager believes that the quoted price is unreliable, or if no price exists, a valuation
technique is used whereby fair value is the Authorised Fund Manager's best estimate of a fair
and reasonable value for that investment. The fair value excludes any element of accrued
interest.
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Notes to the Annual Financial Statements
(Continued)
For the period ended 30 November 2023

1. Accounting Policies (Continued)

g. Foreign exchange

Transactions in currencies other than pounds sterling are recorded at the rates of exchange ruling
at the date of the transactions. At each reporting end date, monetary assets and liabilities that are
denominated in foreign currencies are retranslated at the rates prevailing on the reporting end
date. Gains and losses arising on translation are included in net capital gains/(losses) for the
period.

h. Cash

Cash includes deposits held on call with banks. 

i. Financial assets

The Authorised Fund Manager has elected to apply the provisions of Section 11 'Basic Financial
Instruments' and Section 12 'Other Financial Instruments Issues' of FRS 102 to all of the Fund's
financial instruments.

Financial assets are recognised in the Fund's balance sheet when the Fund becomes a party to the
contractual provisions of the instrument.

Financial assets are classified into specified categories. The classification depends on the nature
and purpose of the financial assets and is determined at the time of recognition.

Basic financial assets, which include amounts receivable for the issue of units, accrued income
and cash, are initially measured at transaction price including transaction costs and are
subsequently carried at amortised cost. Amortised cost is the amount at which the financial asset
is measured at initial recognition, less any reduction for impairment or un-collectability. 

Basic financial assets are impaired where there is objective evidence that, as a result of one or
more events that occurred after the initial recognition of the financial asset, the estimated future
cash flows have been affected. The impairment loss is recognised in the SoTR.

Financial assets are derecognised only when the contractual rights to the cash flows from the
asset expire, or when it transfers the financial asset and substantially all the risks and rewards of
ownership to another entity.
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Notes to the Annual Financial Statements
(Continued)
For the period ended 30 November 2023

1. Accounting Policies (Continued)

j. Financial liabilities

Financial liabilities are recognised in the Fund's balance sheet when the Fund becomes a party to
the contractual provisions of the instrument.

Financial liabilities are classified into specified categories. The classification depends on the
nature and purpose of the financial liabilities and is determined at the time of recognition.

Basic financial liabilities, which include amounts payable for cancellation of units and accrued
expenses, are initially measured at transaction price. Other financial liabilities are measured at
fair value.

Financial liabilities are derecognised when, and only when, the Fund's obligations are
discharged, cancelled, or they expire.

k. Dilution adjustments

The Authorised Fund Manager may require a dilution adjustment on the subscription or
redemption of units if, in its opinion, the existing unitholders (for purchases) or the remaining
unitholders (for redemptions) might otherwise be adversely affected. The dilution adjustment is
carried out whereby the Authorised Fund Manager may adjust the price of units being
subscribed for or being redeemed on any given dealing day. The single price of the units can be
adjusted either higher or lower at the discretion of the Authorised Fund Manager. Any dilution
adjustment included in the price applied to either a subscription of redemption of units is applied
to all transactions in the relevant unit class during the relevant period and all transactions in that
unit class during the relevant period will be dealt at the same price which includes the dilution
adjustment. 

Examples of situations where a dilution adjustment may be applied include when there are net
inflows or outflows from the Fund on any given day exceeding 0.25% of the Net Asset Value of
the Fund, where the Fund is in continual decline or in any other case where the Authorised Fund
Manager is of the opinion that the interests of unitholders require the application of a dilution
adjustment.
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Notes to the Annual Financial Statements
(Continued)
For the period ended 30 November 2023

2. Distribution Policies

a. Basis of distribution

The policy of the Fund is to distribute any net revenue shown as such in the Statement of Total
Return adjusted for any dealing expenses incurred and allocated to capital. Revenue attributable
to accumulation unitholders is retained at the end of each distribution period and represents a
reinvestment of revenue. 

b. Apportionment of multiple share classes

The Authorised Fund Manager's periodic charge is directly attributable to individual unit
classes. All other income and expenses are allocated to the unit classes pro-rata to the value of
the net assets of the relevant unit class on the day that the income or expenses are recognised. 

c. Equalisation

Equalisation applies only to units purchased during the period. It is the average amount of
income included in the purchase price of all group 2 units and is refunded to holders of these
units as a return of capital. Being capital it is not liable to UK income tax but must be deducted
from the cost of the units for UK capital gains tax purposes.

3. Risk Management Policies

In pursuing its investment objective as stated on page 1, the Fund holds a number of financial
instruments. The Fund's financial instruments comprise securities, together with cash, debtors
and creditors that arise directly from its operations, for example, in respect of securities sold
receivable and securities purchased payable, amounts receivable for issues and payable for
cancellations and debtors for accrued income.

The main risks arising from the Fund's financial instruments and the Authorised Fund Manager's
policies for managing these risks are summarised below. These policies have been applied
throughout the year.
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Notes to the Annual Financial Statements
(Continued)
For the period ended 30 November 2023

3. Risk Management Policies (Continued)

Market price risk

Market price risk is the risk that the value of the Fund's investment holdings will fluctuate as a
result of changes in market prices caused by factors other than interest rate or foreign currency
movement. Market price risk arises mainly from uncertainty about future prices of financial
instruments the Fund holds. It represents the potential loss the Fund might suffer through
holding market positions in the face of price movements. The Fund's investment portfolio is
exposed to market price fluctuations which are monitored by the manager in pursuance of the
investment objective and policy as set out in the Prospectus.

Investment limits set out in the Trust Deed, Prospectus and in the rules contained in the
Collective Investment Schemes Sourcebook mitigate the risk of excessive exposure to any
particular security or issuer.

Foreign currency risk

The income and capital value of the Fund's investments can be affected by foreign currency
translation movements as some of the Fund's assets and income may be denominated in
currencies other than sterling which is the Fund's functional currency.

The Authorised Fund Manager has identified three principal areas where foreign currency risk
could impact the Fund. These are, movements in exchange rates affecting the value of
investments, short-term timing differences such as exposure to exchange rate movements during
the period between when an investment purchase or sale is entered into and the date when
settlement of the investment occurs, and finally movements in exchange rates affecting income
received by the Fund. The Fund converts all receipts of income received in foreign currency,
into sterling on the day of receipt.

Credit risk

Certain transactions in securities that the Fund enters into expose it to the risk that the
counterparty will not deliver the investment for a purchase, or cash for a sale after the Fund has
fulfilled its responsibilities. The Fund only buys and sells investments through brokers which
have been approved by the Authorised Fund Manager as an acceptable counterparty.
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3. Risk Management Policies (Continued)

Interest rate risk

Interest receivable on bank deposits or payable on bank overdraft positions will be affected by
fluctuations in interest rates. The Fund's cash holdings are held in deposit accounts, whose rates
are determined by the banks concerned on a daily basis. 

Liquidity risk

The Fund's assets comprise mainly of readily realisable securities. The main liability of the Fund
is the redemption of any units that investors wish to sell. Assets of the Fund may need to be sold
if insufficient cash is available to finance such redemptions. The liquidity of the Fund's assets is
regularly reviewed by the Authorised Fund Manager.

4. Net Capital (Loss)/Gains

Notes to the Annual Financial Statements
(Continued)
For the period ended 30 November 2023
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5. Purchases, Sales and Transaction Costs

Notes to the Annual Financial Statements
(Continued)
For the period ended 30 November 2023
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6. Revenue

Notes to the Annual Financial Statements
(Continued)
For the period ended 30 November 2023

7. Expenses

8. Taxation
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9. Distributions

Notes to the Annual Financial Statements
(Continued)
For the period ended 30 November 2023
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10. Debtors

11. Cash
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13. Related Parties

Slater Investments Limited (the ‘AFM’) is regarded as a related party by virtue of having the
ability to act in respect of the operations of the Fund.

Management fees paid to Slater Investments Limited for the year amounted to £2,958,589
(2022: £3,692,389). No amounts were due and payable at the year end to Slater Investments
Limited (2022: £nil). 

The aggregate monies received by the AFM through the issue of units and paid on cancellation
of units are disclosed in the statement of changes in net assets attributable to unitholders.
Amounts outstanding at year end for the issue of units is £240 (2022: £1,038,030), amounts
payable at year end for units redeemed total £2,333,712 (2022: £253,667). 

As at the year end the AFM, Directors of the AFM and Northglen Investments Limited, parent
of the AFM, held units in the Fund as follows:

12. Creditors

Notes to the Annual Financial Statements
(Continued)
For the period ended 30 November 2023
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14. Unitholders’ Funds

The Fund currently has three unit classes: Class A (minimum investment £3,000); Class B
(minimum investment £100,000); and Class P (minimum investment £5,000,000). The annual
management charges are 1.5%, 1% and 0.75% respectively.

During the year the Authorised Fund Manager has issued or cancelled units as set out below:

Notes to the Annual Financial Statements
(Continued)
For the period ended 30 November 2023
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15. Risk Disclosures

Market price risk sensitivity
A five per cent increase in the market prices of the Fund’s portfolio would have the effect of
increasing the return and the net assets by £12,315,338 (2022: £17,308,094). A five per cent
decrease would have an equal and opposite effect. 

Foreign currency risk
At the year end date a portion of the net assets of the Fund were denominated in currencies other
than sterling with the effect that the balance sheet and total return can be affected by exchange
rate movements. These net assets consist of the following: 
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Notes to the Annual Financial Statements
(Continued)
For the period ended 30 November 2023

15. Risk Disclosures (Continued))

Foreign currency risk sensitivity
A five per cent decrease in the value of sterling relative to the United States Dollar would have
the effect of increasing the return and net assets of the Fund by £2,415 (2022: £54,799 ). A five
per cent increase would have the equal and opposite effect. 

A five per cent decrease in the value of sterling relative to the Canadian Dollar would have the
effect of increasing the return and net assets of the Fund by £162,379 (2022: £156,440 ). A five
per cent increase would have the equal and opposite effect. 

Liquidity risk
The following table provides a maturity analysis of the Fund's financial liabilities:

16. Fair Value Disclosure

Fair value hierarchy as at 30 November 2023

Slater Recovery Fund



56

16. Fair Value Disclosure (Continued)

The intention of a fair value measurement is to estimate the price at which an asset or liability
could be exchanged in the market conditions prevailing at the measurement date. The
measurement assumes the exchange is an orderly transaction (that is, it is not a forced
transaction, involuntary liquidation or distress sale) between knowledgeable, willing participants
on an independent basis.

The Fund has adopted “Amendments to FRS 102”, Section 34 which establishes a hierarchy to
be used to estimate the fair value of investments that are publicly traded or whose fair value can
be reliably measured if they are not publicly traded. The levels of the hierarchy are as follows:

Fair value based on a quoted price for an identical instrument in an active market.1.
Fair value based on a valuation technique using observable market data.2.
Fair value based on a valuation technique that relies significantly on non-observable market
data and will include values not primarily derived from observable market data. 

3.

The determination of what constitutes “observable” requires significant judgement by the
Authorised Fund Manager. The Authorised Fund Manager considers observable data to be that
market data that is readily available, regularly distributed or updated, reliable and verifiable, not
proprietary, and provided by independent sources that are actively involved in the relevant
market. Where investments have final redeemable prices supported by the underlying
administrators, these would have been classified as Level 2.

Notes to the Annual Financial Statements
(Continued)
For the period ended 30 November 2023
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17. Distribution Table

Accumulation Shares

For the period from 1 December 2022 to 31 May 2023

Group 1: units purchased prior to 1 December 2022
Group 2: units purchased on or after 1 December 2022

Notes to the Annual Financial Statements
(Continued)
For the period ended 30 November 2023

''£0.00 is the trustee's net liability to corporation tax in respect of the gross revenue.
'0.0000p is the trustee's net liability to corporation tax per unit.

Slater Recovery Fund

Accumulation Shares

For the period from 1 June 2023 to 30 November 2023

Group 1: units purchased prior to 1 June 2023
Group 2: units purchased on or after 1 June 2023

''£0.00 is the trustee's net liability to corporation tax in respect of the gross revenue.
'0.0000p is the trustee's net liability to corporation tax per unit.
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Appendix I
SFDR Periodic Report

Product Name:  Slater Recovery Fund (the “Fund”)  
Legal Entity Identifier: 213800ZG4XQFOOLUNE54

To what extent were the environmental and/or social characteristics promoted by this
financial product met? 

This investment product effectively promotes Environmental and Social Characteristics by
methodically integrating ESG research into the Fund’s investment approach. The primary aim
of our ESG considerations is to preserve and enhance the value of the Fund’s investments.
During the reporting period, Slater Investments identified material risks and opportunities for
the Fund’s investments, which were consistently evaluated. In addition, ESG reviews and
sustainability impact reviews were conducted for new companies entering the Fund throughout
the reporting period. Furthermore, we measure principal adverse impact indicators on a
quarterly basis, which are subject to oversight by the ESG Committee.

The Fund also adheres to the environmental and social characteristics by assessing the extent to
which investee companies comply with relevant legislation and internationally recognised
standards. This process serves as a crucial aspect of Slater Investments’s investment approach.
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Appendix I (Continued)
How did the sustainability indicators perform? 

*Although two companies were in violation of at least one of the UN Global Compact Ten
Principles, these violations did not pose a significant financial risk to the respective companies.
However, such violations have resulted in unnecessary reputational harm. Slater Investments
continues to monitor these companies.

And compared to previous periods. 

From the previous period the Fund reported the following

There has been a slight increase in the share of companies in the portfolio which have set targets
for net zero or emission reduction. We have seen an overall slight decline in the portfolio
weighted average Refinitiv ESG rating. Compared to the last period, we have seen a reduction in
the number of companies which violated at least one of the UN Global Compact Ten Principles.

What were the objectives of the sustainable investments that the financial product
partially made, and how did the sustainable investment contribute to such objectives? 

Slater Investments does not currently classify any investment as sustainable investments.  

How did the sustainable investments that the financial product partially made not
cause significant harm to any environmental or social sustainable investment
objective? 

Not applicable – see above.
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Appendix I (Continued)
How did this financial product consider principal adverse impacts (“PAIs”) on
sustainability factors?

Slater Investments considers PAIs on sustainability factors on behalf of the Fund by: 

regularly monitoring the PAIs across the Fund on a quarterly basis. This monitoring data is
presented and discussed in Slater Investments’s ESG Committee;  
incorporating PAI data into engagement with investee companies;  
evaluating PAIs of new investment in the Fund as part of wider ESG research of
companies. 
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Appendix I (Continued)

Slater Recovery Fund
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Appendix I (Continued)

Slater Recovery Fund
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Appendix I (Continued)
What were the top investments of this financial product? 

What was the proportion of sustainability-related investments? 

 What was the asset allocation? 
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Appendix I (Continued)
In which economic sector were the investments made? 

Investments are made in various economic sectors. The top five as of 30 November2023 and
using the GICS Sub Industry are shown in the table below:

To what extent were the sustainable investments with an environmental objective aligned
with the EU Taxonomy?  

Did the financial product invest in fossil gas and/or nuclear energy related activities
complying with the EU Taxonomy 

Not applicable. The Fund does not commit to making a minimum proportion of sustainable
investments with an environmental objective aligned with the EU Taxonomy.  

What was the share of investments made in transitional and enabling activities 

Not applicable. The Fund does not commit to making a minimum proportion of investments in
transitional and enabling activities.  

How did the percentage of investments that were aligned with the EU Taxonomy
compare with previous reference periods 

Not Applicable. The Fund does not commit to making investments in companies that are
aligned with the EU Taxonomy.
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Appendix I (Continued)
What was the share of sustainable investments with an environmental objective not
aligned with the EU Taxonomy 

The share of sustainable investments with an environmental objective that were not aligned
with the EU Taxonomy was 100%. These investments may be aligned with the EU Taxonomy,
but the Investment Manager is not currently in a position to specify the exact proportion of the
financial product’s underlying investments as calculated according to the EU Taxonomy.
However, the position will be kept under review as the underlying rules are finalised and the
availability of reliable data increases over time.

What was the share of socially sustainable investments? 

Not applicable. None of the investments are currently classified as socially sustainable
investments. 

What investments were included under “other”, what was their purpose and were there
any minimum environmental or social safeguards? 

Cash is included under “#2 Other”. 

What action has been taken to meet the environmental and/or social characteristics
during the reference period 

As mentioned in our response to “To what extent were the environmental and/or social
characteristics promoted by this financial product met?”, the Fund promoted environmental and
social characteristics during the reference period under review:  

ESG is integrated in the Investment Process.  
Adherance to good governance.

How did the financial product perform compared to the reference benchmark 

No reference benchmark has been used for the Fund for the purpose of attaining E/S
characteristics.  

How does the reference benchmark differ from a broad market index? 

Not applicable.
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Appendix I (Continued)
How did this financial product perform with regard to the sustainability indicators to
determine the alignment of the reference benchmark with the environmental or social
characteristics promoted? 

Not applicable.  

How did this financial product perform compared with the reference benchmark?

Not applicable.  

How did this financial product perform compared with the broad market index? 

Not applicable.
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Appendix II
TCFD Periodic Climate related Financial Disclosures 

Slater Recovery Fund (the “Fund”)

This report is based on the recommendations set out by the Task Force on Climate-Related
Financial Disclosures (TCFD), a global organisation formed to develop a set of recommended
climate-related disclosures that companies and financial institutions can use to better inform
investors, shareholders and the public of their climate-related financial risks. 

Risk Management 

Climate risks 

As long-term investors, climate-related risks and opportunities are considered over the short,
medium and long term across the Fund’s holdings. Sector analysis is a key part of this. 

There are two main types of climate-related risks: physical and transition risk. Dealing with
each risk in turn:

Physical climate risks are either acute or chronic. Acute risks include heatwaves, droughts,
wildfires, and flooding. Chronic risks are driven by longer term shifts in climate patterns like
sea level rise, and higher average temperatures. These threats come in two forms: idiosyncratic
and systemic risks. Idiosyncratic risks are more specific and localised, affecting individual
assets or companies. This could be a company heavily dependent on a specific geographic
location. Systemic risks are risks that affect the entire financial system or a significant portion
of it. Sea level rise, widespread temperature increases, or large-scale natural disasters can have
systemic implications.

Transition risks are the potential costs to society of shifting to a low carbon economy to
mitigate climate change. They arise primarily from policy change and the level of technological
adoption, but also from market developments such as changes in consumer preferences.

Both the physical effects of climate change and the transition to a low-carbon economy are
sources of financial risks and have the potential to affect a company’s profitability if exposed to
these risks. 
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Appendix II (Continued)
Climate risks (Continued)

Both types of risks are not mutually exclusive, which means a company can be exposed to and
impacted by both. Identifying these risks involves a thorough analysis of various aspects of a
company's operations, supply chain, and overall business strategy. This involves evaluation of
regulatory and policy risks, assessing transition risk & considering reputational risk. Once
climate related risks are identified, these considerations are integrated into the investment
process. 

Scenario Analysis 

To understand how physical and transition risks could affect different sectors in the future, we
make use of the Paris Agreement Capital Transition Assessment (PACTA). This is done on a
quarterly basis, and this helps Slater Investments to assess the resilience of our investment
strategy under a range of scenarios. Through the assessment the following question are
answered.  

what proportion of the Fund’s holdings are invested in climate-related sectors?  
do the production plans of the companies in the Fund’s holdings tally with climate
scenarios which comply with the Paris Agreement?  
which companies in Fund’s holdings significantly influence the results?  
to what level of risk is the asset value of the Fund’s holdings exposed in various transition
scenarios? 

Climate Metrics for the Fund Investments 

Slater Investments uses the following metrics to measure the collective carbon impact of the
Fund’s holdings, calculated according to TCFD standards, which in turn are based on the
internationally accepted GHG Protocol. The GHG Protocol, is a set of accounting and reporting
standards for greenhouse gas (GHG) emissions. It is one of the most widely used frameworks
globally for businesses and governments to understand, quantify, and manage their greenhouse
gas emissions. 

Scope 1 Carbon Emission: Direct emissions from sources that are owned or controlled by the
entity. This includes emissions from combustion of fossil fuels, on-site industrial processes, and
transportation owned or controlled by the organisation.
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Appendix II (Continued)
Climate Metrics for the Fund Investments (Continued)

Scope 2 Carbon Emission: Indirect emissions from the generation of purchased energy, such as
electricity, heating, and cooling. These emissions occur outside the organisation's boundaries
but result from activities that support its operations. 

Scope 3 Carbon Emission: the result of activities from assets not owned or controlled by the
organisation, but that the organisation indirectly affects in its value chain. 

Monitoring and managing Scope 1 and 2 emissions helps organisations understand their direct
and indirect contributions to greenhouse gas emissions. This approach might not account for all
emissions associated with a product or service, as it doesn't consider the entire supply chain. 

Disclosure of Scope 3 emissions under TCDF is currently voluntary. Calculating Scope 3
emissions can be difficult because they are generated by third parties (e.g., a supply chain
partner) for which the reporting company has limited visibility or control. We currently refrain
from publishing this data. We will reevaluate our position on Scope 3 emission disclosures as
the calculation methodologies in this area continue to evolve and become more standardised. 

Total Carbon Emissions: The sum of all greenhouse gas emissions, typically measured in
carbon dioxide equivalent (CO₂e), produced directly or indirectly by an entity. 

Total carbon emissions offer a holistic view of the environmental impact of an organisation,
considering both direct and indirect sources. This metric might oversimplify the analysis, and
specific details about the sources and types of emissions may be lost.

Total Carbon Footprint: The total amount of greenhouse gases, measured in CO₂e, that are
directly and indirectly associated with an activity, product, or organisation. 

The carbon footprint provides a comprehensive measure of the environmental impact,
considering emissions throughout the entire life cycle of products and services. Calculating a
total carbon footprint requires extensive data, and some emissions factors may be estimates,
introducing uncertainties into the results. 

Weighted Average Carbon Intensity (WACI): The average amount of greenhouse gas emissions
per unit of output, activity, or economic value, often expressed as CO2e per unit. 
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Appendix II (Continued)
Climate Metrics for the Fund Investments (Continued)

This metric helps assess the efficiency of resource use in relation to emissions, providing
insights into the carbon efficiency of different activities or products. The accuracy of this metric
depends on the availability and accuracy of data. Additionally, variations in emissions factors
for different activities can affect the reliability of comparisons. 

High Impact Sub Industry: This refers to industries or economic sectors that are particularly
vulnerable to the effects of climate change or have a significant impact on climate change
through their greenhouse gas emissions. Identifying high-impact sectors is crucial for assessing
climate-related risks and implementing strategies to mitigate or adapt to these risks. 

The results of our analysis are as follows: 

What proportion of the Fund’s holdings are invested in climate-related GICS Sub
Industries? 
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Explanation of GICS Sub-Industry 

Oil & Gas Exploration & Production 

This sub-industry comprises companies engaged in the exploration and production of oil and
gas not classified elsewhere. 

In the scenario of an orderly transition, there would likely be a shift towards renewable energy
sources, resulting in reduced demand for traditional fossil fuels. Companies investing in clean
energy alternatives and carbon capture technologies may thrive during this transition. Strategies
for adaptation might involve diversification into renewable energy portfolios. In a disorderly
transition, increased regulatory pressures and abrupt policy changes could disrupt traditional
business models, leading to stranded assets as the demand for fossil fuels declines rapidly.
Companies with a focus on sustainable practices may have a competitive advantage in
navigating this transition. In a hothouse world scenario, there would be severe impacts due to
heightened climate-related events and potential global policy shifts. Extreme weather events
may disrupt operations and infrastructure, making a shift towards renewable energy imperative
for business continuity. 

The most significant drivers are the regulatory environment, carbon pricing, and environmental
standards. Changes in regulations can influence the cost structure and operational practices of
companies involved in oil and gas exploration and production. Additionally, the sub-industry
faces challenges due to the global shift towards renewable energy, necessitating an assessment
of risks and opportunities associated with the transition to a low-carbon economy.

Appendix II (Continued)

What proportion of the Fund’s holdings are invested in climate-related GICS Sub
Industries? (Continued)
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Appendix II (Continued)

Construction Materials 

This sub-industry comprises companies engaged in the manufacturing of construction materials
including sand, clay, gypsum, lime, aggregates, cement, concrete, and bricks. 

In an orderly transition, there would be a growing demand for sustainable and eco-friendly
construction materials. Companies investing in green technologies and low-carbon materials
may see an increased market share. Emphasis would be placed on energy-efficient construction
practices. In a disorderly transition, increased costs due to regulatory changes and supply chain
disruptions could be expected. Demand for traditional materials may decline as sustainability
becomes a key consideration. Companies adapting quickly to eco-friendly practices may
navigate these changes more successfully. In a hothouse world scenario, there would be
increased vulnerability to extreme weather events affecting construction projects. There would
be a greater emphasis on resilient and climate-adaptive building materials, and strict regulations
on carbon emissions may impact the sub-industry. 

The most significant drivers are energy efficiency and emissions. The production of materials
like cement and steel is energy-intensive and contributes substantially to greenhouse gas
emissions. Companies in this sub-industry must address these issues by implementing strategies
for energy efficiency, exploring alternative materials, and adopting emission reduction
practices. Regulations aimed at promoting energy-efficient building practices and the growing
demand for climate-resilient infrastructure are key considerations that Construction Material
providers need to address in their strategic planning.

Steel 

This sub-industry comprises producers of iron and steel and related products, including
metallurgical (coking) coal mining used for steel production. 

In an orderly transition, the steel sub-industry might experience a growing demand for
sustainably sourced and recycled metals. Companies adopting cleaner production methods and
implementing circular economy principles may gain a competitive edge. Emphasis would be
placed on responsible mining practices and reducing the carbon footprint of steel production. In
a disorderly transition, there could be disruptions in the supply chain due to regulatory changes
impacting mining and refining operations. Increased scrutiny on the environmental and social
impacts of mining activities may also pose challenges. 
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Appendix II (Continued)

Steel (Continued)

Companies with a focus on ethical sourcing and sustainable practices may fare better. In a
hothouse world scenario, climate-related impacts on mining operations and transportation could
be significant, posing challenges to the sub-industry. There may be an increased demand for
recycled materials as extraction becomes more difficult. Companies resilient to extreme
weather events and with sustainable practices may be better positioned. 

The most significant driver is decarbonisation. The production of steel is a major source of
carbon emissions, prompting companies in this sub-industry to explore cleaner production
technologies.

Precious Metals & Minerals 

This sub-industry comprises companies engaged in mining precious metals and minerals not
classified in the Gold Sub-Industry. This sub-industry includes companies primarily mining
platinum. 

In an orderly transition, there could be a growing demand for responsibly sourced precious
metals and minerals. Companies adopting ethical mining practices and embracing transparency
in the supply chain may gain a competitive advantage. Emphasis would be placed on
minimising environmental impacts and ensuring fair labour practices. In a disorderly transition,
disruptions in the supply chain may occur due to regulatory changes impacting mining
operations. Increased scrutiny on the environmental and social aspects of mining activities may
also pose challenges. Companies with a commitment to ethical sourcing and sustainable
practices may navigate these changes more effectively. In a hothouse world scenario, climate-
related impacts on mining operations and transportation may be significant. There may be an
increased emphasis on resilient supply chains and sustainable extraction practices. Companies
with robust environmental and social governance measures may be better positioned to address
challenges in this scenario. 

The most significant driver is environmental and social impacts from mining operations. The
sub-industry demands transparency in disclosing efforts to minimise these impacts,
emphasising responsible mining practices.
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Appendix II (Continued)

Product Scenario Alignment 

Expressing the likely implied temperature increase linked to the Fund's holdings is inherently
intricate. This rapidly evolving metric involves numerous assumptions. Although guidance on
calculating this forward-looking indicator is continually improving, we currently refrain from
publishing this data. Doing so could pose a risk of potential misinformation and would be
heavily qualified. The data would only serve as an indication of a range of potential
temperature increases and associated scenarios, given the uncertainty of forecasts for the global
economy's decarbonisation.

Our intention is to release the implied temperature rise (ITR) of the Fund’s holdings in
subsequent years. This will occur once we have developed a methodology which accurately
represents the most likely future decarbonisation pathway. This pathway will be tailored to a
representative basket of assets for the Fund, considering factors such as its sector, asset class,
investee company-specific projected decarbonisation pathways, and other pertinent carbon
intensity data, including progress against emission reduction initiatives.

Climate Value at Risk 

We are currently assessing the reliability of Climate Value at Risk (Climate VaR) as a metric to
gauge potential financial losses for a portfolio company due to climate change. Our intention is
to incorporate this measure into future TCFD reporting. However, we aim to do so only when
we are confident in the adequacy and quality of the data. Additionally, we are committed to a
comprehensive understanding of We are currently assessing the reliability of Climate Value at
Risk (Climate VaR) as a metric to gauge potential financial losses for a portfolio company due
to climate change. Our intention is to incorporate this measure into future TCFD reporting.
However, we aim to do so only when we are confident in the adequacy and quality of the data.
Additionally, we are committed to a comprehensive understanding of the metric's potential
limitations and weaknesses to present data in a manner that is both accurate and appropriate.
This involves carefully determining the indicator's suitable time horizon and ensuring that the
chosen scenarios accurately represent the potential impact without causing misinterpretation.
Once these evaluations are completed, we will publish the metric as part of our ongoing
commitment to transparent and informed climate-related financial reporting.
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Appendix II (Continued)

Data sources 

We have incorporated data from Thomson Reuters Eikon or its affiliates or information
providers. Although Slater Investments gathers information from sources we consider reliable,
Thomson Reuters Eikon does not warrant or guarantee the originality, accuracy, and/or
completeness of any data herein and expressly disclaim all express or implied warranties,
including those of merchantability and fitness for a particular purpose. 
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