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Liontrust Special Situations Fund
Liontrust Asset Management PLC
Liontrust Asset Management PLC (Company) is a specialist fund management company with £34.2 billion in assets under management
as at 30 June 2022 and that takes pride in having a distinct culture and approach to managing money. Our purpose is to have a
positive impact on our investors, stakeholders and society. We aim to achieve this by providing the environment which enables our
fund managers and employees to flourish, helping our investors achieve their financial goals, supporting companies in generating
sustainable growth, and empowering and inspiring the wider community. What makes Liontrust distinct?
•

The Company launched in 1995 and was listed on the London Stock Exchange in 1999.

•

We are an independent business with no corporate parent, our head office is on the Strand in London and we have offices in
Luxembourg and Edinburgh.

•

We believe in the benefits of active fund management over the long term and all our fund managers are truly active.

•

We focus only on those areas of investment in which we have particular expertise. From 19 July 2022, we have eight fund
management teams investing in Global Equities, Global Fixed Income, Sustainable Investment and Multi-Asset portfolios and funds.

•

Our fund managers are independent thinkers and have the courage of their convictions in making investment decisions.

•

Our fund managers have the freedom to manage their portfolios according to their own investment processes and market views
without being distracted by other day-to-day aspects of running a fund management company.

•

Each fund management team applies distinct and rigorous investment processes to the management of funds and portfolios that
ensure the way we manage money is predictable and repeatable.

•

Staying true to their documented investment processes helps to create an in-built risk control for our fund managers, especially in
more challenging environments, by preventing them from buying stocks for the wrong reasons.

•

We aim to treat investors, clients, members, employees, suppliers and other stakeholders fairly and with respect. We are
committed to the Principles of Treating Customers Fairly (TCF) and they are central to how we conduct business across all our
functions.

Liontrust Asset Management PLC is the parent company of Liontrust Investment Partners LLP, Liontrust Fund Partners LLP and Liontrust MultiAsset Limited which are authorised and regulated by the Financial Conduct Authority. Liontrust Asset Management PLC is also the
parent company of Liontrust International (Luxembourg) S.A. which is regulated by the Commission de Surveillance du Secteur Financier
in Luxembourg. All members of the Liontrust Group sell only Liontrust Group products.
The outbreak of the Coronavirus (COVID-19) caused disruption to businesses and economic activity which has been reflected in
fluctuations in global stock markets. The Manager monitors developments relating to COVID-19 and is co-ordinating its operational
response based on existing business continuity plans and on guidance from global health organisations, UK government and general
pandemic response best practice.
Russia’s invasion of Ukraine, the sanctions imposed on Russia as a result and retaliatory action taken by Russia against foreign investors
has caused significant volatility in certain financial markets, currency markets and commodities markets worldwide. Economic sanctions
and the fallout from the conflict will likely impact companies worldwide operating in a wide variety of sectors, including energy,
financial services and defence, amongst others. As a result, the performance of the Fund may also be negatively impacted even if they
have no direct exposure to the regions involved in the conflict. The conflict has also resulted in a significantly increased risk of cyber
attacks. Your attention is drawn to the section of the Prospectus entitled “Cyber Security Risk” in this regard.
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Manager's Investment Report
Investment Objective
The Fund aims to deliver capital growth over the long-term (5 years or more).
Investment Policy
The Fund will invest at least 90% in companies which are incorporated, domiciled or conduct significant business in the United
Kingdom (UK).
The Fund will typically invest 90% (minimum 80%) in equities or equity related derivatives but may also invest in collective investment
schemes (up to 10% of Fund assets), corporate debt securities, other transferable securities, money market instruments, warrants, cash
and deposits.
The Fund is permitted to use derivatives for the purposes of efficient portfolio management and for investment purposes.
The Team
The award-winning Economic Advantage team have an average industry experience of 21 years. Anthony Cross joined Liontrust from
Schroders in 1997 and was joined by Julian Fosh in 2008. Julian had previously managed funds at Scottish Amicable Investment
Managers, Britannic Investment Managers, Scottish Friendly Assurance Society and Saracen Fund Managers. Victoria Stevens and
Matt Tonge joined the team in 2015. Victoria was previously Deputy Head of Corporate Broking at FinnCap, while Matt had spent
nine years on the Liontrust trading desk, latterly winning an industry award for his work on mid and small cap stocks. Alex Wedge
joined the team in March 2020 from N+1 Singer, where he had spent over seven years, latterly as a senior member of the equity
sales team.
The Process
The process seeks to identify companies that possess intangible assets which produce barriers to competition and provide a durable
competitive advantage that allows the companies to defy industry competition and sustain a higher than average level of profitability
for longer than expected.
In the fund managers’ experience, the hardest characteristics for competitors to replicate are three classes of intangible
asset: intellectual property, strong distribution channels and significant recurring business.
Other less powerful but nonetheless important intangible strengths include franchises and licenses; good customer databases and
relationships; effective procedures and formats; strong brands and company culture.
These intangible assets produce barriers to competition, protect margins and are capable, in the opinion of the fund managers, of
reaping a financial advantage in the form of cash flow returns in excess of the cost of capital. A company that consistently generates
excess cash flow returns will benefit from compounding as it reinvests this excess return into the business.
Every smaller company held in the Economic Advantage funds has at least 3% of its equity held by senior management and main
board directors. Companies are also assessed for employee ownership below the senior management and board and changes in
equity ownership are monitored.
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Manager's Investment Report (continued)
Performance of the Fund
In the year to 31 May 2022 an investment in the Fund returned -3.1% (retail class) and -2.2% (institutional class). This compares with
an 8.3% return from the FTSE All-Share Index comparator benchmark, and a -1.5% return from the IA UK All Companies sector, also a
comparator benchmark.
From the Fund’s launch on 10 November 2005 to 31 May 2022, an investment in the Fund rose by 444% (retail class) and 512%
(institutional class), compared to a rise of 178% in the FTSE All-Share Index, and 165% from the IA UK All Companies sector, also a
comparator benchmark.
Source: Financial Express, bid to bid basis, total return (net of fees, income reinvested), figures show performance up to 31/05/22.
The primary class post-Retail Distribution Review is the institutional class, whereas pre-Retail Distribution Review the bundled Retail class
performance history is used, unadjusted for the lower fees of the post Retail Distribution Review classes. Please note that total return has
been calculated at midday whereas the financial statements are at close of business.
A dividend of 2.46 pence per unit will be paid to Retail unitholders, 6.25 pence per unit to Advised unitholders, 1.91 pence per unit
to Mandate unitholders, 1.14 pence per unit to B unitholders, and 1.88 pence per unit (accumulation units) to Institutional unitholders
and 7.53 pence per unit (income units) on 31 July 2022.
Source: Liontrust Fund Partners LLP
Past performance is not a guide to future performance. The value of an investment and the income generated from it can fall as
well as rise and is not guaranteed. You may get back less than you originally invested.
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Manager's Investment Report (continued)
Risk and Reward profile
The Risk and Reward Indicator table demonstrates where the Fund ranks in terms of its potential risk and reward. The higher the rank
the greater the potential reward but the greater the risk of losing money. It is based on past data, may change over time and may not
be a reliable indication of the future risk profile of the Fund. The shaded area in the table below shows the Fund’s ranking on the risk
and reward indicator.

Typically lower rewards,
lower risk

1

2

Typically higher rewards,
higher risk

3

4

5

6

7

•

The Synthetic Risk and Reward Indicator (“SRRI”) is based upon historical data and may not be relied upon to gauge the future risk
profile of the Fund.

•

The SRRI shown is not guaranteed to remain the same and may shift over time.

•

The lowest category (1) does not mean ‘risk free’.

•

The Fund’s risk and reward category has been calculated using the methodology adopted by the Financial Conduct Authority. It is
based upon the rate by which the Fund or a representative fund or Index’s value has moved up and down in the past.

•

The Fund is categorised 5 for its exposure to UK equities.

•

The SRRI may not fully take into account the following risks:
− that a company may fail thus reducing its value within the Fund;
− overseas investments may carry a higher currency risk. They are valued by reference to their local currency which may move
up or down when compared to the currency of the Fund.

•

The Fund may, under certain circumstances, invest in derivatives, but it is not intended that their use will materially affect volatility.
Derivatives are used to protect against currencies, credit and interest rate moves or for investment purposes. There is a risk that
losses could be made on derivative positions or that the counterparties could fail to complete on transactions. The use of derivatives
may create leverage or gearing resulting in potentially greater volatility or fluctuations in the net asset value of the Fund. A relatively
small movement in the value of a derivative's underlying investment may have a larger impact, positive or negative, on the value of
a fund than if the underlying investment was held instead. The use of derivative contracts may help us to control Fund volatility in
both up and down markets by hedging against the general market.

•

The Fund may encounter liquidity constraints from time to time. In addition the spread between the price you buy and sell units will
reflect the less liquid nature of the underlying holdings.

•

The Fund may invest in companies listed on the Alternative Investment Market ("AIM") which is primarily for emerging or smaller
companies. The rules are less demanding than those of the official List of the London Stock Exchange and therefore companies
listed on AIM may carry a greater risk than a company with a full listing.

•

The Fund will invest in smaller companies and may invest a small proportion (less than 10%) of the Fund in unlisted securities. There
may be liquidity constraints in these securities from time to time, i.e. in certain circumstances, the fund may not be able to sell a
position for full value or at all in the short term. This may affect performance and could cause the fund to defer or suspend
redemptions of its shares.
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Manager's Investment Report (continued)
Risk and Reward profile (continued)
• The Fund may have both Hedged and Unhedged share classes available. The Hedged share classes use forward foreign
exchange contracts to protect returns in the base currency of the Fund.
•

Outside of normal conditions, the Fund may hold higher levels of cash which may be deposited with several credit counterparties
(e.g. international banks). A credit risk arises should one or more of these counterparties be unable to return the deposited cash.

•

Counterparty risk: any derivative contract, including FX hedging, may be at risk if the counterparty fails.

•

Environmental, Social and Governance ("ESG") Risk: there may be limitations to the availability, completeness or accuracy of ESG
information from third-party providers, or inconsistencies in the consideration of ESG factors across different third party data
providers, given the evolving nature of ESG.

For full details of the Fund’s risks, please see the prospectus which may be obtained from Liontrust (address on page 1) or online at
www.liontrust.co.uk.
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Manager's Investment Report (continued)
The Market
The FTSE All-Share Index returned 8.3% in the 12 months to 31 May 2022.
Russia’s invasion of Ukraine meant that investors had to contend with a huge amount of geopolitical instability on top of the
macroeconomic uncertainties surrounding inflation, monetary policy and the economic recovery from Covid-19.
One of the biggest influences on market returns during the year was the sharp rise in interest rate expectations at the start of 2022.
Concerns over inflationary pressures and the monetary policy response were a feature of 2021, but central banks were largely happy
to take a wait-and-see approach, with some key bankers labelling the forces as transitory.
More recently, they have been forced to act. The Bank of England enacted four rate hikes between December and May, while the US
Federal Reserve raised rates in March and May. Both are expected to significantly tighten policy further to combat inflation. US and
UK consumer price inflation hit 8.3% and 9.0% respectively in April.
Supply chain problems and bottlenecks also remain a feature of a range of industries globally as the post-lockdown demand recovery
places significant stress on logistics networks. Russian’s invasion of Ukraine pushed commodity prices higher as supply disruption was
anticipated; the Brent crude oil price almost doubled over the year, finishing at $123 a barrel.
While the FTSE All-Share Index registered a solid gain over the year, there was a large differential between the 12.4% rise in the
large-cap FTSE 100 Index and the -8.0% and -5.3% returns to the mid-cap FTSE 250 Index and FTSE Small Cap Index respectively.
Fund Review
The Fund returned -2.2% (institutional class) in the 12 months to 31 May 2022. The FTSE All-Share Index comparator benchmark
returned 8.3% and the average return in the IA UK All Companies sector, also a comparator benchmark, was -1.5%.*
The macroeconomic backdrop at the start of 2022 combined to create a largely risk-off investment environment in which ‘value’ style
equities outperformed their ‘growth’ and ‘quality’ counterparts. When interest rates expectations rise, growth stocks – those with high
expected earnings growth rates – suffer from higher discount rates applied to their future forecast earnings. Value stocks, by contrast,
are viewed as short-duration assets and are less affected by discount rates.
The Fund had some exposure to strength in companies with at least one foot in the ‘value’ camp, including GlaxoSmithKline,
AstraZeneca, BP and Shell. But overall, the strength in value was a strong headwind to the Fund. Because the investment process
seeks out dependable, consistent businesses with barriers to competition, high financial returns and strong balance sheets, there is an
observable style tilt towards quality and away from value.
This year’s shift in investor sentiment away from high forecast earnings growth stocks and small caps in particular means that some of
the Fund’s largest detractors fell without much evidence of deterioration in trading. The investor nervousness created by the volatile
macro environment also meant that earnings ‘misses’ and other corporate disappointments were often met with quite an exaggerated
share price reaction.
Looking at the Fund’s largest detractors over the period, Hargreaves Lansdown shares dropped after its half-year update in February
fell short of consensus expectations for net fund inflows and included the announcement of a £175m five-year investment in digital
capabilities which will also see a suspension of its special dividends.
TI Fluid Systems was another weak position. The company manufactures highly engineered automotive fluid systems and its shares
have suffered from a slowdown in global vehicle production as the industry has been affected by microchip shortages and supply
chain problems. The share weakness was accentuated by the disposal of a large stake by institutional investor Bain Capital, which
sold 40 million shares in a placing in November, taking its holding in the company down from 44% to 37%.
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Manager's Investment Report (continued)
Fund Review (continued)
As inflation mounted during the year, company updates began to make increasing reference to the impact of cost pressures – both
direct and through weaker consumer confidence. Omnichannel marketing automation specialist Dotdigital is an example of one stock
to suffer from these trends. Its shares slid after issuing March interim results which included a downgrade to full-year guidance. The
company stated that a post-lockdown unwinding of customer buying behaviour contributed to a slowdown in SMS activity from its
exceptionally high levels in the prior year. It also commented that its US growth is being hampered by a tight labour market which has
restricted its pace of recruitment and incurred higher wage costs.
Another notable theme across the year was the prevalence of takeover activity. A number of fund holdings were involved in rumoured
or confirmed deals. Three of the fund’s positive contributors over the year – Clipper Logistics, Ideagen and CareTech – were helped
along by corporate activity.
In February, Clipper Logistics recommend an offer from New York-listed logistics provider GXO comprising 690p cash and GXO
shares worth around 230p for every Clipper share. We later sold out of the position ahead of the deal’s completion. In April, private
equity investor Cinven announced that it was in the early stages of considering a possible offer for Ideagen. Although Cinven
subsequently withdrew its interest in May, Ideagen then disclosed that it had also received proposals regarding cash takeovers from
two other suitors, one of which – Hg – subsequently made an offer of 350p which Ideagen recommended. In March, CareTech
announced the receipt of approaches from a founder-led consortium and a rival private equity bidder.
Translation and intellectual property services provider RWS Holdings has boosted its growth through acquisitions over the years.
However, when announcing its latest acquisition in March, investors were perturbed by an accompanying update on short and
medium-term growth targets. RWS said that results for the year to 30 September 2022 were on track to be at the lower end of
analysts’ range of forecasts, while a new investment programme is also expected to constrain earnings growth in the following two
years in the expectation of boosting it from 2024 onwards.
The resultant share price weakness appeared to draw out some interest in RWS as a bid target, with Baring Private Equity Asia VIII
Fund announcing in April that it was considering making an unsolicited offer. Ultimately, the interest came to nought, as the Fund
withdrew its interest in May without having made a formal offer.
Another of the Fund’s holdings, Next Fifteen Communications, became involved in a takeover battle for control of marketing agency
M&C Saatchi, making an offer of over £300m in May. In recent years, Next Fifteen Communications has broadened its services from
being a digital marketing specialist to offering data-driven growth consultancy. Acquisitions have formed a key part of the company’s
rapid growth, but the purchase of M&C Saatchi would represent a step-change in the pace of its transformation. Investors showed
some trepidation over the deal, pushing the shares lower. But they still finished as one of the Fund’s top contributors over the year
having previously reported on strong trading which led it to upgrade profit forecasts on several occasions.
Finally on the theme of corporate deal-making, it became apparent that the sale process announced by Renishaw in early
2021 would not achieve the high price initially hoped for. The company ended the sale process, stating none of the proposals
received met the objectives of the founders and majority shareholders, who had stressed the importance of finding a buyer who would
uphold the culture and long-term values of the business.
* Source: Financial Express, bid to bid basis, total return 31/05/2022. Please note that total return has been calculated at midday
whereas the financial statements are at close of business.
Portfolio Changes
Aggreko exited the portfolio due to its £2.3bn takeover by I Squared Capital Advisors and TDR Capital, while the position in Clipper
Logistics was sold ahead of completion of GXO’s purchase of the company.
Accesso Technology Group was sold after its senior management equity ownership level fell below the 3% threshold required of all
smaller companies held under the Economic Advantage process. The holding in IG Designs was also divested after significant
disposals of stock by the senior management team. Additionally, the Fund closed out residual positions in Auction Technology, Bango
and Plexus Holdings.
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Manager's Investment Report (continued)
Portfolio Changes (continued)
The Fund participated in the initial public offering (IPO) of Big Technologies on the AIM. Big Technologies is a provider of integrated
hardware/software solutions for the electronic monitoring of criminal offenders. The business has strong intellectual property, some of it
patented, and a key selling point to customers is its superior product design compared to competitors. It also boasts high levels of
revenue visibility, as contracts with its government customers are very long term in nature (averaging 3-5 years, but in some cases up to
12 years in duration).
Big Technologies has multiple avenues of growth ahead of it, including continuing to take market share and expand internationally in
its core Criminal Justice market, as well as expanding into adjacent large markets such as health and care, where its products also
have a number of existing and potential future applications. CEO and founder Sara Murray is a serial entrepreneur, having previously
founded and sold Confused.com, and retains 25% of the equity following the IPO.
A new position was also opened in specialist engineer IMI. The company designs, manufactures and services highly engineered
products that control the precise movement of fluids. Its sources of Economic Advantage are its extensive intellectual property, where it
has specialist knowledge in manufacturing valves used in some of the world’s harshest environments, and also its strong distribution
channels, with operations in over 50 countries.
Moonpig was also added to the Fund during the year. It is an online retailer of greeting cards, gifts and flowers with a dominant
market position in the UK and the Netherlands (via its Greetz brand) it had 58% and 67% shares of the online greeting card markets in
the UK and Netherlands respectively in 2021. We believe its distribution strength represents a significant intangible barrier to
competition. Moonpig’s digital distribution is underpinned by its mobile app, which received 2.5m downloads in the six months to
31 October 2021, while partnerships with companies such as Arena Flowers and Godiva facilitate physical gift fulfilment. We also
think the business possesses Economic Advantage in the form of intellectual property, with its proprietary technology platform designed
to harness data science to provide personalised customer triggers and product recommendations.
Outlook
In our experience, periods of volatility and uncertainty are when the clear framework of the Economic Advantage investment process
can come into its own, other things being equal.
From corporate newsflow and our meetings with companies, we believe that the majority of our holdings are proving resilient in their
underlying trading so far this year, despite the well documented pressures of input cost inflation, supply chain shortages, logistical
disruption and signs of a squeeze on consumer spending.
Amid an inflationary environment, we believe the theme of pricing power will be critical in dealing with cost pressures. Our investment
process specifically sets out to target those companies which possess enduring competitive advantage stemming from their intangible
assets. Some of the Fund’s holdings have already proven themselves adept at leveraging these barriers to competition to pass on
inflationary pressures to customers.

9

LIONTRUST SPECIAL SITUATIONS FUND

Manager's Investment Report (continued)
Outlook (continued)
It is also apparent that this year’s stockmarket turmoil and the de-rating experienced by many businesses has not gone unnoticed by
corporate and private equity buyers, who can often be early to identify value on the stockmarket. The Fund has seen confirmed or
potential takeover interest in several of its holdings in the first five months of 2022; one of the features of the Economic Advantage
investment process is the frequency with which its holdings have proven attractive to acquirers.

Anthony Cross, Julian Fosh, Victoria Stevens, Matt Tonge and Alex Wedge
Fund Managers
June 2022

Past performance is not a guide to future performance. The value of an investment and the income generated from it can fall as
well as rise and is not guaranteed. You may get back less than you originally invested.
Material portfolio changes by value
Purchases

Sales

IMI
Moonpig
John Wood
Hargreaves Lansdown
Big Technologies
Sage
RWS
Gamma Communications
Renishaw
Smart Metering Systems

Aggreko
Clipper Logistics
Shell
Spirax-Sarco Engineering
IG Design
Ideagen
Diageo
Royal Dutch Shell
Kainos
BP
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Authorised Status
The Fund is an authorised unit trust scheme (“the Scheme”) under Section 243 of the Financial Services and Markets Act
2000 (authorisation orders) and the Financial Conduct Authority’s Collective Investment Schemes Sourcebook and is categorised as a
UCITS scheme.

Statement of the Manager's Responsibilities
The Collective Investment Schemes sourcebook published by the FCA, (“the COLL Rules”) require the Manager to prepare financial
statements for each annual accounting period which give a true and fair view of the financial position of the Fund and of the net
revenue and net capital gains or losses on the property of the Fund for the year.
In preparing the financial statements the Manager is responsible for:
•

selecting suitable accounting policies and then apply them consistently;

•

making judgements and estimates that are reasonable and prudent;

•

following UK accounting standards, including FRS 102 The Financial Reporting Standard applicable in the UK and Republic of
Ireland;

•

complying with the disclosure requirements of the Statement of Recommended Practice for UK Authorised Funds issued by the
Investment Management Association in May 2014;

•

keeping proper accounting records which enable it to demonstrate that the financial statements as prepared comply with the above
requirements;

•

assessing the Fund’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern;

•

using the going concern basis of accounting unless they either intend to liquidate the Fund or to cease operations, or have no
realistic alternative but to do so;

•

such internal control as they determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error; and

•

taking reasonable steps for the prevention and detection of fraud and irregularities.

The Manager is responsible for the management of the Fund in accordance with its Trust Deed, the Prospectus and the COLL Rules.
The Manager is responsible for the maintenance and integrity of the corporate and financial information included on the Fund’s
website. Legislation in the UK governing the preparation and dissemination of financial statements may differ from legislation in other
jurisdictions.
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Statement of the Trustee’s Responsibilities in Respect of the Scheme and
Report of the Trustee to the Unitholders of the Liontrust Special Situations
Fund for the Year Ended 31 May 2022
The Trustee in its capacity as Trustee of Liontrust Special Situations Fund must ensure that the Fund is managed in accordance with the
Financial Conduct Authority’s Collective Investment Schemes Sourcebook, the Financial Services and Markets Act 2000, as amended,
(together “the Regulations”), the Trust Deed and Prospectus (together “the Scheme documents”) as detailed below.
The Trustee must in the context of its role act honestly, fairly, professionally, independently and in the interests of the Fund and its
investors.
The Trustee is responsible for the safekeeping all of custodial assets and maintaining a record of all other assets of the Fund in
accordance with the Regulations.
The Trustee must ensure that:
•

the Fund’s cash flows are properly monitored and that cash of the Fund is booked in cash accounts in accordance with the
Regulations;

•

the sale, issue, repurchase and cancellation of units are carried out in accordance with the Regulations;

•

the value of units of the Fund are calculated in accordance with the Regulations;

•

any consideration relating to transactions in the Fund's assets is remitted to the Fund within the usual time limits;

•

the Fund’s income is applied in accordance with the Regulations; and

•

the instructions of the Authorised Fund Manager (“the AFM”), which is the UCITS Management Company, are carried out (unless
they conflict with the Regulations).

The Trustee also has a duty to take reasonable care to ensure that the Fund is managed in accordance with the Regulations and the
Scheme documents of the Fund in relation to the investment and borrowing powers applicable to the Fund.
Having carried out such procedures as we considered necessary to discharge our responsibilities as Trustee of the Fund, it is our
opinion, based on the information available to us and the explanations provided, that, in all material respects the Fund, acting through
the AFM:
(i) has carried out the issue, sale, redemption and cancellation, and calculation of the price of the Fund’s units and the application of
the Fund’s income in accordance with the Regulations and the Scheme documents of the Fund; and
(ii) has observed the investment and borrowing powers and restrictions applicable to the Fund in accordance with the Regulations and
the Scheme documents of the Fund.

For and on behalf of
The Bank of New York Mellon (International) Limited
1 Canada Square
London E14 5AL
12 September 2022
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Certification of Financial Statements by Partners of the Manager
We certify that this Manager’s Report has been prepared in accordance with the Financial Conduct Authority’s Collective Investment
Schemes Sourcebook.

Martin Kearney
Partner, Chief Compliance Officer

Antony Morrison
Partner, Head of Finance

Liontrust Fund Partners LLP
12 September 2022

13

LIONTRUST SPECIAL SITUATIONS FUND

Independent Auditor's Report to the Unitholders of Liontrust Special
Situations Fund (the "Fund")
Report on the audit of the financial statements
Opinion
We have audited the financial statements of the Fund for the year ended 31 May 2022 which comprise the Statement of Total Return,
the Statement of Change in Net Assets Attributable to Unitholders, the Balance Sheet, the Related Notes and Distribution Table for the
Fund and the accounting polices set out on pages 30 to 32.
In our opinion, the financial statements:
•

give a true and fair view, in accordance with UK accounting standards, including FRS 102 The Financial Reporting Standard
applicable in the UK and Republic of Ireland, of the financial position of the Fund as at 31 May 2022 and of the net revenue and
the net capital losses on the property of the Fund for the year than ended; and

•

have been properly prepared in accordance with the Trust Deed, the Statement of Recommended Practice relating to Authorised
Funds, and the COLL Rules.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law. Our
responsibilities are described below. We have fulfilled our ethical responsibilities under, and are independent of the Fund in
accordance with, UK ethical requirements including the FRC Ethical Standard.
We have received all the information and explanations which we consider necessary for the purposes of our audit and we believe that
the audit evidence we have obtained is a sufficient and appropriate basis for our opinion.
Going concern
The Manager has prepared the financial statements on the going concern basis as they do not intend to liquidate the Fund or to cease
their operations, and as they have concluded that the Fund's financial position means that this is realistic. They have also concluded
that there are no material uncertainties that could have cast significant doubt over their ability to continue as a going concern for at
least a year from the date of approval of the financial statements (“the going concern period”).
In our evaluation of the Manager's conclusions, we considered the inherent risks to the Fund's business model and analysed how those
risks might affect the Fund's financial resources or ability to continue operations over the going concern period.
Our conclusions based on this work:
•

we consider that the Manager’s use of the going concern basis of accounting in the preparation of the financial statements is
appropriate;

•

we have not identified, and concur with the Manager’s assessment that there is not, a material uncertainty related to events or
conditions that, individually or collectively, may cast significant doubt on the Fund's ability to continue as a going concern for the
going concern period.

However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes that are inconsistent
with judgements that were reasonable at the time they were made, the absence of reference to a material uncertainty in this auditor's
report is not a guarantee that the Fund will continue in operation.
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Independent Auditor's Report to the Unitholders of Liontrust Special
Situations Fund (the "Fund") (continued)
Report on the audit of the financial statements (continued)
Fraud and breaches of laws and regulations – ability to detect
Identifying and responding to risks of material misstatement due to fraud
To identify risks of material misstatement due to fraud (“fraud risks”) we assessed events or conditions that could indicate an incentive or
pressure to commit fraud or provide an opportunity to commit fraud. Our risk assessment procedures included:
•

Enquiring of directors as to the Fund’s high-level policies and procedures to prevent and detect fraud, as well as whether they have
knowledge of any actual, suspected or alleged fraud;

•

Assessing the segregation of duties in place between the Manager, the Trustee, the Administrator and the Investment Adviser;

•

Reading board minutes.

As required by auditing standards, we perform procedures to address the risk of management override of controls, in particular the risk
that management may be in a position to make inappropriate accounting entries. On this audit we do not believe there is a fraud risk
related to revenue recognition because the revenue is principally non-judgemental and based on publicly available information, with
limited opportunity for manipulation. We did not identify any additional fraud risks.
We evaluated the design and implementation of the controls over journal entries and other adjustments and made inquiries of the
Administrator about inappropriate or unusual activity relating to the processing of journal entries and other adjustments. We
substantively tested all material post-closing entries and, based on the results of our risk assessment procedures and understanding of
the process, including the segregation of duties between the Manager and the Administrator, no further high-risk journal entries or other
adjustments were identified.
Identifying and responding to risks of material misstatement due to non-compliance with laws and regulations
We identified areas of laws and regulations that could reasonably be expected to have a material effect on the financial statements
from our general commercial and sector experience and through discussion with the Manager and the Administrator (as required by
auditing standards) and discussed with the Directors the policies and procedures regarding compliance with laws and regulations.
The potential effect of these laws and regulations on the financial statements varies considerably.
Firstly, the Fund is subject to laws and regulations that directly affect the financial statements including financial reporting legislation
(including related authorised fund legislation maintained by the Financial Conduct Authority) and taxation legislation and we assessed
the extent of compliance with these laws and regulations as part of our procedures on the related financial statement items.
Secondly, the Fund is subject to many other laws and regulations where the consequences of non-compliance could have a material
effect on amounts or disclosures in the financial statements, for instance through the imposition of fines or litigation. We identified the
following areas as those most likely to have such an effect: money laundering, data protection and bribery and corruption legislation
recognising the Fund’s activities. Auditing standards limit the required audit procedures to identify non-compliance with these laws and
regulations to enquiry of the Directors and the Administrator and inspection of regulatory and legal correspondence, if any. Therefore if
a breach of operational regulations is not disclosed to us or evident from relevant correspondence, an audit will not detect that breach.
Context of the ability of the audit to detect fraud or breaches of law or regulation
Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected some material misstatements
in the financial statements, even though we have properly planned and performed our audit in accordance with auditing standards.
For example, the further removed non-compliance with laws and regulations is from the events and transactions reflected in the financial
statements, the less likely the inherently limited procedures required by auditing standards would identify it.
In addition, as with any audit, there remained a higher risk of non-detection of fraud, as these may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal controls. Our audit procedures are designed to detect material
misstatement. We are not responsible for preventing non-compliance or fraud and cannot be expected to detect non-compliance with
all laws and regulations.

15

LIONTRUST SPECIAL SITUATIONS FUND

Independent Auditor's Report to the Unitholders of Liontrust Special
Situations Fund (the "Fund") (continued)
Report on the audit of the financial statements (continued)
Other information
The Manager is responsible for the other information presented in the Annual Report together with the financial statements. Our opinion
on the financial statements does not cover the other information and, accordingly, we do not express an audit opinion or, except as
explicitly stated below, any form of assurance conclusion thereon.
Our responsibility is to read the other information and, in doing so, consider whether, based on our financial statements audit work,
the information therein is materially misstated or inconsistent with the financial statements or our audit knowledge. Based solely on that
work:
•

we have not identified material misstatements in the other information; and

•

in our opinion the information given in the Manager's Report is consistent with the financial statements.

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where under the COLL Rules we are required to report to you if, in our
opinion:
•

proper accounting records for the Fund have not been kept; or

•

the financial statements are not in agreement with the accounting records.

Manager's responsibilities
As explained more fully in their statement set out on page 11, the Manager is responsible for: the preparation of financial statements
that give a true and fair view; such internal control as they determine is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error; assessing the Fund'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 they either intend
to liquidate the Fund or to cease operations, or have no realistic alternative but to do so.
Auditor's responsibilities
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 our opinion in an auditor’s report. Reasonable assurance is a high level of
assurance but does not 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 aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of the financial statements.
A fuller description of our responsibilities is provided on the FRC’s website at www.frc.org.uk/auditorsresponsibilities.
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Independent Auditor's Report to the Unitholders of Liontrust Special
Situations Fund (the "Fund") (continued)
Report on the audit of the financial statements (continued)
The purpose of our audit work and to whom we owe our responsibilities
This report is made solely to the Fund's unitholders, as a body, in accordance with Rule 4.5.12 of the Collective Investment Schemes
sourcebook (‘the COLL Rules’) issued by the Financial Conduct Authority under section 247 of the Financial Services and Markets Act
2000. Our audit work has been undertaken so that we might state to the Fund’s unitholders 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 Fund and the Fund’s unitholders, as a body, for our audit work, for this report, or for the opinions we have
formed.

Grant Archer
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants
11th Floor
15 Canada Square
Canary Wharf
London
E14 5GL
12 September 2022
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Comparative Tables
for the year ended 31 May 2022
Advised Income
Accounting year ended

31 May 2022
per unit (p)

31 May 2021
per unit (p)

31 May 2020
per unit (p)

Change in net assets per unit
Opening net asset value per unit

485.86

401.95

425.50

Return before operating charges
Operating charges

(6.02)
(5.28)

92.72
(4.66)

(13.77)
(4.59)

(11.30)

88.06

(18.36)

(6.25)
—

(4.15)
—

(5.19)
—

Closing net asset value per unit

468.31

485.86

401.95

After direct transaction costs of*

(0.20)

(0.15)

(0.33)

(2.33%)

21.91%

(4.32%)

8,891
1,898,615
1.06%

8,989
1,850,136
1.07%

8,440
2,099,721
1.09%

0.04%

0.03%

0.08%

536.48
435.06

496.39
391.04

464.85
318.61

Return after operating charges
Distributions
Retained distributions on accumulation units

Performance
Return after charges
Other information
Closing net asset value (£000’s)
Closing number of units
Operating charges**
Direct transaction costs*
Prices
Highest unit price
Lowest unit price
*

Direct transaction costs comprise commission and taxes, principally applicable to equity investment purchases and sales. Unitholders should note that additionally there
are other transaction costs such as a dilution adjustment and underlying costs with regard to Collective Investment Scheme holdings which will also have reduced the
Fund and unit class returns before operating charges.

** The Operating Charges figure represents the annual operating expenses of the Fund expressed as a percentage of average net assets for the period - it does not include
initial charges or performance fees. The Operating Charges figure includes the Manager's periodic charge and all charges which are deducted directly from the Fund.
The Operating Charges figure is expressed as an annual percentage rate.
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Comparative Tables (continued)
for the year ended 31 May 2022
B Income
Accounting year ended

31 May 2022
per unit (p)

31 May 2021+
per unit (p)

Change in net assets per unit
Opening net asset value per unit

107.11

100.00

Return before operating charges
Operating charges

(1.33)
(1.44)

8.13
(0.44)

Return after operating charges

(2.77)

7.69

Distributions
Retained distributions on accumulation units

(1.14)
—

(0.58)
—

Closing net asset value per unit

103.20

107.11

After direct transaction costs of*

(0.04)

(0.01)

(2.59%)

7.69%

11,497
11,139,871
1.31%

8,511
7,945,397
1.32%

0.04%

0.03%

118.22
95.69

109.17
98.26

Performance
Return after charges
Other information
Closing net asset value (£000’s)
Closing number of units
Operating charges**
Direct transaction costs*
Prices
Highest unit price
Lowest unit price
+

Launched on 3 February 2021.

*

Direct transaction costs comprise commission and taxes, principally applicable to equity investment purchases and sales. Unitholders should note that additionally there
are other transaction costs such as a dilution adjustment and underlying costs with regard to Collective Investment Scheme holdings which will also have reduced the
Fund and unit class returns before operating charges.

** The Operating Charges figure represents the annual operating expenses of the Fund expressed as a percentage of average net assets for the period - it does not include
initial charges or performance fees. The Operating Charges figure includes the Manager's periodic charge and all charges which are deducted directly from the Fund.
The Operating Charges figure is expressed as an annual percentage rate.
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Comparative Tables (continued)
for the year ended 31 May 2022
Institutional Accumulation
Accounting year ended

31 May 2022
per unit (p)

31 May 2021
per unit (p)

31 May 2020
per unit (p)

Change in net assets per unit
Opening net asset value per unit

121.63

99.51

103.59

Return before operating charges
Operating charges

(1.53)
(1.01)

23.01
(0.89)

(3.22)
(0.86)

Return after operating charges

(2.54)

22.12

(4.08)

Distributions
Retained distributions on accumulation units

(1.88)
1.88

(1.31)
1.31

(1.54)
1.54

Closing net asset value per unit

119.09

121.63

99.51

After direct transaction costs of*

(0.05)

(0.04)

(0.08)

(2.09%)

22.23%

(3.94%)

1,091,276
916,348,610
0.81%

966,583
794,674,830
0.82%

489,505
491,905,245
0.84%

0.04%

0.03%

0.08%

134.55
109.16

123.24
96.85

113.53
77.87

Performance
Return after charges
Other information
Closing net asset value (£000’s)
Closing number of units
Operating charges**
Direct transaction costs*
Prices
Highest unit price
Lowest unit price
*

Direct transaction costs comprise commission and taxes, principally applicable to equity investment purchases and sales. Unitholders should note that additionally there
are other transaction costs such as a dilution adjustment and underlying costs with regard to Collective Investment Scheme holdings which will also have reduced the
Fund and unit class returns before operating charges.

** The Operating Charges figure represents the annual operating expenses of the Fund expressed as a percentage of average net assets for the period - it does not include
initial charges or performance fees. The Operating Charges figure includes the Manager's periodic charge and all charges which are deducted directly from the Fund.
The Operating Charges figure is expressed as an annual percentage rate.
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Comparative Tables (continued)
for the year ended 31 May 2022
Institutional Income
Accounting year ended

31 May 2022
per unit (p)

31 May 2021
per unit (p)

31 May 2020
per unit (p)

Change in net assets per unit
Opening net asset value per unit

488.02

403.56

427.23

Return before operating charges
Operating charges

(6.04)
(4.06)

93.32
(3.59)

(13.84)
(3.56)

(10.10)

89.73

(17.40)

(7.53)
—

(5.27)
—

(6.27)
—

Closing net asset value per unit

470.39

488.02

403.56

After direct transaction costs of*

(0.20)

(0.15)

(0.33)

(2.07%)

22.23%

(4.07%)

3,946,399
838,967,440
0.81%

4,476,068
917,188,637
0.82%

4,053,733
1,004,494,278
0.84%

0.04%

0.03%

0.08%

539.73
437.85

499.62
392.67

467.41
320.57

Return after operating charges
Distributions
Retained distributions on accumulation units

Performance
Return after charges
Other information
Closing net asset value (£000’s)
Closing number of units
Operating charges**
Direct transaction costs*
Prices
Highest unit price
Lowest unit price
*

Direct transaction costs comprise commission and taxes, principally applicable to equity investment purchases and sales. Unitholders should note that additionally there
are other transaction costs such as a dilution adjustment and underlying costs with regard to Collective Investment Scheme holdings which will also have reduced the
Fund and unit class returns before operating charges.

** The Operating Charges figure represents the annual operating expenses of the Fund expressed as a percentage of average net assets for the period - it does not include
initial charges or performance fees. The Operating Charges figure includes the Manager's periodic charge and all charges which are deducted directly from the Fund.
The Operating Charges figure is expressed as an annual percentage rate.
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Comparative Tables (continued)
for the year ended 31 May 2022
Mandate Income
Accounting year ended

31 May 2022
per unit (p)

31 May 2021
per unit (p)

31 May 2020
per unit (p)

Change in net assets per unit
Opening net asset value per unit

116.11

95.99

101.55

Return before operating charges
Operating charges

(1.44)
(0.85)

22.23
(0.75)

(3.22)
(0.75)

Return after operating charges

(2.29)

21.48

(3.97)

Distributions
Retained distributions on accumulation units

(1.91)
—

(1.36)
—

(1.59)
—

Closing net asset value per unit

111.91

116.11

95.99

After direct transaction costs of*

(0.05)

(0.04)

(0.08)

(1.97%)

22.38%

(3.91%)

280,703
250,819,357
0.71%

358,267
308,556,627
0.72%

649,030
676,120,763
0.74%

0.04%

0.03%

0.08%

128.51
104.28

119.00
93.44

111.31
76.34

Performance
Return after charges
Other information
Closing net asset value (£000’s)
Closing number of units
Operating charges**
Direct transaction costs*
Prices
Highest unit price
Lowest unit price
*

Direct transaction costs comprise commission and taxes, principally applicable to equity investment purchases and sales. Unitholders should note that additionally there
are other transaction costs such as a dilution adjustment and underlying costs with regard to Collective Investment Scheme holdings which will also have reduced the
Fund and unit class returns before operating charges.

** The Operating Charges figure represents the annual operating expenses of the Fund expressed as a percentage of average net assets for the period - it does not include
initial charges or performance fees. The Operating Charges figure includes the Manager's periodic charge and all charges which are deducted directly from the Fund.
The Operating Charges figure is expressed as an annual percentage rate.
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Comparative Tables (continued)
for the year ended 31 May 2022
Retail Income
Accounting year ended

31 May 2022
per unit (p)

31 May 2021
per unit (p)

31 May 2020
per unit (p)

Change in net assets per unit
Opening net asset value per unit

483.58

400.24

423.56

Return before operating charges
Operating charges

(5.82)
(8.93)

91.95
(7.86)

(13.66)
(7.68)

(14.75)

84.09

(21.34)

(2.46)
—

(0.75)
—

(1.98)
—

Closing net asset value per unit

466.37

483.58

400.24

After direct transaction costs of*

(0.19)

(0.15)

(0.33)

(3.05%)

21.01%

(5.04%)

138,045
29,599,816
1.81%

166,354
34,400,361
1.82%

171,000
42,724,758
1.84%

0.04%

0.03%

0.08%

532.20
430.39

490.73
389.18

460.67
315.19

Return after operating charges
Distributions
Retained distributions on accumulation units

Performance
Return after charges
Other information
Closing net asset value (£000’s)
Closing number of units
Operating charges**
Direct transaction costs*
Prices
Highest unit price
Lowest unit price
*

Direct transaction costs comprise commission and taxes, principally applicable to equity investment purchases and sales. Unitholders should note that additionally there
are other transaction costs such as a dilution adjustment and underlying costs with regard to Collective Investment Scheme holdings which will also have reduced the
Fund and unit class returns before operating charges.

** The Operating Charges figure represents the annual operating expenses of the Fund expressed as a percentage of average net assets for the period - it does not include
initial charges or performance fees. The Operating Charges figure includes the Manager's periodic charge and all charges which are deducted directly from the Fund.
The Operating Charges figure is expressed as an annual percentage rate.
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Portfolio Statement
as at 31 May 2022

Market
value
(£’000)

Percentage
of total net
assets (%)

EQUITIES (96.57%)

5,282,735

96.45

UNITED KINGDOM (91.17%)

5,140,828

93.86

Advertising (1.33%)

84,461

1.54

Next Fifteen Communications+
Pebble+

67,839
16,622

1.24
0.30

Auto Parts & Equipment (2.16%)

83,545

1.52

TI Fluid Systems

83,545

1.52

Beverages (3.69%)

208,998

3.82

Diageo

208,998

3.82

Commercial Services (19.74%)

802,586

14.66

2,158,704

Intertek

100,056

1.83

31,572,309
9,508,574
6,124,954
27,916,050
11,110,177
6,056,728

Pagegroup
RELX
Robert Walters
RWS+
Savills
YouGov+

144,854
216,320
30,625
110,771
122,434
77,526

2.64
3.95
0.56
2.02
2.24
1.42

Computers (1.68%)

70,879

1.30

Kainos
Midwich+

69,456
1,423

1.27
0.03

Cosmetics & Personal Care (2.81%)

151,915

2.77

Unilever

151,915

2.77

Distribution & Wholesale (0.78%)

69,597

1.27

Bunzl

69,597

1.27

486,305

8.87

Holding/
Nominal value

6,293,071
15,110,732

45,753,119

5,687,798

5,512,364
241,118

3,973,201

2,515,251

Stock description

Diversified Financial Services (10.75%)
10,624,558
2,716,318
1,423,426

AJ Bell
Alpha+
Brooks Macdonald+

30,386
55,956
33,451

0.55
1.02
0.61

10,933,939
5,901,081

Hargreaves Lansdown
Impax Asset Management+

93,682
47,740

1.71
0.87

15,835,433

IntegraFin

47,665

0.87
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Portfolio Statement (continued)
as at 31 May 2022

Holding/
Nominal value

Stock description

Market
value
(£’000)

Percentage
of total net
assets (%)

EQUITIES (continued)
UNITED KINGDOM (continued)
Diversified Financial Services (continued)
4,310,245
6,718,131

Mortgage Advice Bureau+
PayPoint

43,964
38,898

0.80
0.71

72,796,714

TP ICAP

94,563

1.73

Electronics (7.90%)

450,153

8.22

Renishaw
Rotork
Smart Metering Systems+
Spectris

105,336
124,238
94,772
125,807

1.92
2.27
1.73
2.30

Engineering & Construction (0.00%)

75,879

1.38

IMI

75,879

1.38

Food Services (2.84%)

188,137

3.43

Compass

188,137

3.43

Healthcare Services (1.03%)

74,659

1.36

CareTech+

74,659

1.36

Household Products (2.62%)

151,373

2.76

Reckitt Benckiser

151,373

2.76

108,476

1.98

2,591,941
44,529,900
11,322,814
4,169,926

5,377,655

10,584,376

10,589,941

2,466,960

Housewares (0.64%)
Internet (1.18%)
10,392,281

iomart+

19,226

0.35

19,991,447
6,259,005

Moonpig
Rightmove

51,658
37,592

0.94
0.69

Machinery Construction & Mining (2.59%)

134,161

2.45

Weir

134,161

2.45

Machinery Diversified (2.86%)

102,268

1.87

Spirax-Sarco Engineering

102,268

1.87

8,445,791

967,984
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Portfolio Statement (continued)
as at 31 May 2022

Market
value
(£’000)

Percentage
of total net
assets (%)

Media (0.73%)

37,256

0.68

Future

37,256

0.68

Oil & Gas Producers (2.97%)

449,322

8.21

BP
Shell

224,406
224,916

4.10
4.11

Oil & Gas Services (1.09%)

108,776

1.99

John Wood

108,776

1.99

Pharmaceuticals (5.04%)

397,094

7.25

1,709,489

AstraZeneca

178,676

3.26

12,609,294

GlaxoSmithKline

218,418

3.99

Retail (2.36%)

130,064

2.37

Domino's Pizza

130,064

2.37

Software (8.23%)

496,923

9.08

Holding/
Nominal value

Stock description
EQUITIES (continued)
UNITED KINGDOM (continued)

1,882,544

51,706,403
9,464,174

45,589,433

38,663,582

18,847,321

Big Technologies+

51,076

0.93

3,198,932

Craneware+

45,105

0.82

28,164,983
5,798,721
13,239,990
52,774,006

dotdigital+
EMIS+
Ideagen+
Learning Technologies+

24,729
75,383
45,810
69,926

0.45
1.38
0.84
1.28

184,441

3.37

453

0.01

184,889

3.38

Gamma Communications+
GlobalData+

96,161
88,728

1.76
1.62

Textiles (1.48%)

93,112

1.70

Coats

93,112

1.70

28,090,383

Sage

101,808

Team17+
Telecommunications (4.67%)

8,013,456
7,886,903

133,974,252
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Portfolio Statement (continued)
as at 31 May 2022

Holding/
Nominal value

Market
value
(£’000)

Percentage
of total net
assets (%)

JERSEY (0.97%)

71,937

1.31

Diversified Financial Services (0.97%)

71,937

1.31

JTC

71,937

1.31

IRELAND (1.42%)

69,970

1.28

Computers (1.42%)

69,970

1.28

Keywords Studios+

69,970

1.28

NETHERLANDS (3.01%)

0

0.00

Oil & Gas Producers (3.01%)

0

0.00

COLLECTIVE INVESTMENT SCHEMES (0.00%)

232,101

4.24

IRELAND (0.00%)

116,051

2.12

HSBC Sterling Liquidity Fund

116,051

2.12

LUXEMBOURG (0.00%)

116,050

2.12

JP Morgan Liquidity Fund

116,050

2.12

Portfolio of investments

5,514,836

100.69

(38,025)

(0.69)

5,476,811

100.00

Stock description
EQUITIES (continued)

9,760,785

2,990,188

116,050,461

116,050,460

Net other liabilities
Total net assets

All securities are approved securities traded on eligible securities markets, as defined by the Collective Investment Scheme Sourcebook,
unless otherwise stated.
All equity investments are in ordinary shares unless otherwise stated.
Comparative figures shown in brackets relate to 31 May 2021.
+ AIM listed.
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Financial Statements
Statement of Total Return
for the year ended 31 May 2022

Notes

(£’000)

1.6.2021 to
31.5.2022
(£’000)

(£’000)

Income
Net capital (losses)/gains

2

Revenue
Expenses

3
4

140,227
(51,024)

114,114
(48,085)

Interest payable and similar charges

6

(1)

–

Net revenue before taxation
Taxation

5

89,202
–

66,029
–

(214,633)

Net revenue after taxation
Total return before distributions
Distributions

7

Change in net assets attributable to unitholders
from investment activities

1.6.2020 to
31.5.2021
(£’000)
1,063,282

89,202

66,029

(125,431)
(89,218)

1,129,311
(66,088)

(214,649)

1,063,223

1.6.2021 to
31.5.2022
(£’000)

1.6.2020 to
31.5.2021
(£’000)

Statement of Change in Net Assets Attributable to Unitholders
for the year ended 31 May 2022

(£’000)
Opening net assets attributable to unitholders
Amounts received on issue of units
Amounts paid on cancellation of units

(£’000)

5,984,772
1,178,856
(1,489,408)

5,371,708
1,639,284
(2,099,816)

(310,552)

(460,532)

Change in net assets attributable to unitholders
from investment activities
Retained distributions on accumulation units

(214,649)
17,240

1,063,223
10,373

Closing net assets attributable to unitholders

5,476,811

5,984,772
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Notes
Assets
Fixed assets
Investments
Current assets:
Debtors
Cash and bank balances

8
9

Total assets
Liabilities
Creditors:
Distribution payable
Other creditors

10

Total liabilities
Net assets attributable to
unitholders
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31.5.2022
(£’000)

31.5.2021
(£’000)

5,514,836

5,779,576

59,785
1,295

52,977
244,449

5,575,916

6,077,002

(68,910)
(30,195)

(52,882)
(39,348)

(99,105)

(92,230)

5,476,811

5,984,772

LIONTRUST SPECIAL SITUATIONS FUND

Notes to the Financial Statements
for the year ended 31 May 2022
1

Accounting policies

a)

Basis of accounting
The financial statements have been prepared in accordance with United Kingdom Generally Accepted Accounting Practice
("UK GAAP") and the Statement of Recommended Practice "Financial Statements of UK Authorised Funds" issued by the
Investment Association in May 2014 (the "SORP") and updated in June 2017, the COLL and the Fund's Trust Deed. In applying
UK GAAP, the financial statements have been prepared in compliance with Financial Reporting Standard 102, ‘The Financial
Reporting Standard applicable in the United Kingdom and the Republic of Ireland’ ("FRS 102").
The Manager has made an assessment of the Fund’s ability to continue as a going concern and is satisfied it has the resources
to continue in business for at least twelve months future and is not aware of any material uncertainties that may cast significant
doubt on this assessment. This assessment considers liquidity, declines in global capital markets, known redemption levels,
expense projections, key service provider’s operational resilience, and the impact of COVID-19.

b)

Basis of valuation of investments
The valuation of the listed investments is based on the bid-market prices, excluding any accrued interest in the case of debt
securities, at close of business on the last day of the accounting year, in accordance with the provisions of the Trust Deed.
Unquoted securities are valued by the Manager on a fair value basis taking into account, where appropriate, latest dealing
prices, valuations from reliable sources, financial performance and other relevant factors.

c)

Revenue
Dividends on quoted ordinary shares and preference shares are recognised when the securities are quoted ex-dividend. Where
such securities are not quoted, dividends are recognised when they are declared.
Interest on bank balances and deposits is recognised on an accruals basis.
All revenue is recognised at a gross amount that includes any withholding taxes but excludes any other taxes, such as
attributable tax credits.
Revenue from securities lending is accounted for net of associated costs and is recognised on an accruals basis.

d)

Expenses
Expenses are recognised on an accruals basis.

e)

Allocation of income and expenses to multiple unit classes
The allocation of income and expenses to each unit class is based on the proportion of the Fund's assets attributable to each
unit class on the day the income is earned or the expense is incurred. The Manager’s periodic charge is allocated at a fixed
rate based on the net asset value of the respective unit class.

f)

Taxation
Corporation tax is charged at 20% of the income liable to corporation tax, less expenses. Deferred tax is provided for at the
rate at which taxation is likely to become payable in respect of all timing differences between the accounting and taxation
treatment of items.

g)

Deferred taxation
Deferred tax is provided for in respect of all timing differences that have originated but not reversed by the Balance Sheet date.
Deferred tax is not recognised on permanent differences.
Deferred tax assets are recognised only to the extent that it is more likely than not that there will be taxable profits from which
the future reversal of the underlying timing differences can be deducted.
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1

Accounting policies (continued)

h)

Foreign exchange
All transactions in foreign currencies are translated into Sterling at the rate of exchange ruling on the date of the transaction.
Investments and other assets and liabilities denominated in foreign currencies are translated into Sterling at the exchange rates
applicable at the end of the accounting period.

i)

Financial instruments
Where appropriate, certain permitted financial instruments such as derivative contracts or forward exchange contracts are used
for the purpose of efficient portfolio management. Where such financial instruments are used to protect or enhance revenue, the
revenue and expenses derived therefrom are included in “Revenue” or “Expenses” in the Statement of Total Return. Where such
financial instruments are used to protect or enhance capital, the returns derived therefrom are included in “Net capital (losses)/
gains on investments” in the Statement of Total Return. Any positions in respect of such instruments open at the year end are
reflected in the portfolio statement at their market value. Where positions generate total returns, such returns are apportioned
between capital and revenue to properly reflect the nature of the transaction. The amounts held at futures clearing houses in
respect of these financial instruments are included in the cash and bank balances and detailed in the Notes to the Financial
Statements. Transaction costs associated with derivatives are charged to revenue when incurred. All forward contracts
outstanding at financial reporting dates are marked to market. The Fund may enter into permitted transactions such as derivative
contracts or forward currency transactions as outlined in the relevant Investment Objective and Policy of the Fund.
Derivative financial instruments are initially recorded at transaction value on the date on which the derivative contract is entered
into. All contracts outstanding at the financial reporting date are carried at a value provided by independent pricing providers.
Any positions on such financial instruments open at the year end are reflected in the Balance Sheet at their marked-to-market
value at close of business which is not materially different from IA SORP defined fair value policy.

1.1

Distribution policies

j)

Basis of distribution
The net revenue available for distribution at the end of each distribution period will be paid as a dividend distribution. Should
the expenses of the Fund (including taxation) exceed the revenue of the Fund, there will be no distribution and the shortfall will
be set against the capital of the Fund.
The operating expenses of the Fund are paid out of the General administration charges (referred to as Fixed Rate Administration
fee in the Prospectus) by the Manager.
Any revenue attributable to accumulation unitholders is retained within the Fund at the end of the distribution period and
represents a reinvestment of income on behalf of the accumulation Unitholders.

k)

Equalisation
Equalisation on distributions from collective investment scheme is deducted from cost of investment and does not form part of the
Fund's distribution.

l)

Stock dividends
The ordinary element of a stock dividend is recognised as revenue to the extent that its market value is equivalent to the market
value of the underlying shares on the date the shares are quoted ex-dividend. Where an enhancement is offered, the amount
by which the market value of the shares (on the date they are quoted ex-dividend) exceeds the cash value of the dividend will
be taken to the capital. The ordinary element of the stock dividend is treated as revenue and forms part of the distribution.
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1.1

Distribution policies (continued)

m)

Special dividends
The underlying circumstances behind special dividends are reviewed on a case by case basis in determining whether the
amount is revenue or capital in nature. Amounts recognised as revenue will form part of the distribution. Any tax treatment will
follow the accounting treatment of the principal amount.

n)

Functional currency
The base currency of the Fund is Sterling and is taken to be the ‘functional currency’ of the Fund.

2

Net capital (losses)/gains

3

1.6.2021 to
31.5.2022
(£’000)

1.6.2020 to
31.5.2021
(£’000)

The net capital (losses)/gains comprise:
Non-derivative securities
Currency gains/(losses)
Transaction costs

(214,637)
2
2

1,063,283
(1)
–

Net capital (losses)/gains

(214,633)

1,063,282

1.6.2021 to
31.5.2022
(£’000)

1.6.2020 to
31.5.2021
(£’000)

Bank interest
Overseas dividends
Revenue from short-term money market funds
Stock lending income
UK dividends

–
7,252
299
93
132,583

36
1,726
93
70
112,189

Total revenue

140,227

114,114

Revenue
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4

Expenses

Payable to the Manager or associates of the Manager:
Manager’s charge
General administration charges*

Other expenses:
Publication costs

Total expenses

*

1.6.2021 to
31.5.2022
(£’000)

1.6.2020 to
31.5.2021
(£’000)

47,160
3,874

43,912
4,173

51,034

48,085

(10)

–

(10)

—

51,024

48,085

The audit fee for the year (borne out of the General administration charges), excluding VAT, was £9,450 (2021: £9,000). Where the fee exceeds the
General administration charges, the shortfall will be met by the Manager.
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5

Taxation
1.6.2021 to
31.5.2022
(£’000)

1.6.2020 to
31.5.2021
(£’000)

a) Analysis of charge in year
There is no corporation tax charge in the current year or prior year [see note (b)].
b) Factors affecting tax charge for the year
The taxation assessed for the year is lower (2021: lower) than the standard rate of corporation tax in the UK for authorised Unit
Trusts of 20% (2021: 20%). The differences are explained below:
1.6.2021 to
31.5.2022
(£’000)

1.6.2020 to
31.5.2021
(£’000)

Net revenue before taxation

89,202

66,029

Corporation tax at 20% (2021 - 20%)
Effects of:
Movement in unrecognised tax losses
Revenue not subject to tax

17,840

13,206

10,127
(27,967)

9,573
(22,779)

–

–

Total tax charge [see note(a)]

Authorised Unit Trusts are exempt from UK tax on capital gains. Therefore, any capital return is not included in the above
reconciliation.
c) Deferred tax
At the year end there is a potential deferred tax asset of £57,984,000 (2021: £47,857,000) due to tax losses of
£289,919,000 (2021: £239,286,000). It is unlikely that the Fund will generate sufficient taxable profits in the future to utilise
these expenses and therefore no deferred tax asset has been recognised in the year or the prior year.
6

Interest payable and similar charges
1.6.2021 to
31.5.2022
(£’000)

1.6.2020 to
31.5.2021
(£’000)

Overdraft interest

1

–

Total interest payable and similar charges

1

–
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7

Distributions
1.6.2021 to
31.5.2022
(£’000)

1.6.2020 to
31.5.2021
(£’000)

Final distribution
Amounts deducted on cancellation of units
Amounts received on issue of units

86,150
8,709
(5,641)

63,255
9,428
(6,595)

Distributions

89,218

66,088

The distributable amount has been calculated as follows:
Net revenue after taxation
Add: Equalisation on conversions

89,202
16

66,029
59

Distributions

89,218

66,088

31.5.2022
(£’000)

31.5.2021
(£’000)

Accrued revenue
Amounts receivable for issue of units
Sales awaiting settlement

24,508
11,090
24,187

20,370
22,105
10,502

Total debtors

59,785

52,977

31.5.2022
(£’000)

31.5.2021
(£’000)

Cash and bank balances

1,295

244,449

Total cash and bank balances

1,295

244,449

31.5.2022
(£’000)

31.5.2021
(£’000)

Accrued expenses
Accrued Manager's charge
Amounts payable for cancellation of units
Purchases awaiting settlement

284
3,648
21,533
4,730

374
3,994
34,980
–

Total other creditors

30,195

39,348

The distribution per unit is set out in the table on page 46.
8

9

10

11

Debtors

Cash and bank balances

Creditors

Contingent liabilities
There were no contingent liabilities or outstanding commitments at the balance sheet date (2021: £Nil).
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12

Related party transactions
The Manager, Liontrust Fund Partners LLP is a related party and is regarded as a controlling party by virtue of having the ability
to act in respect of operation of the Fund.
By virtue of the Regulations governing authorised unit trusts, the Manager is party to every transaction in respect of units of the
Fund, which are summarised in the Statement of Change in Net Assets Attributable to Unitholders.
The charges paid to Liontrust Fund Partners LLP and its associates are shown in note 4. Details of units issued and cancelled by
Liontrust Fund Partners LLP are shown in the Statement of Change in Net Assets Attributable to Unitholders and balances due
to/from the Manager at the year end are include within Notes 8 and 10.
The balance due to Liontrust Fund Partners LLP and its associates at the year end was £3,932,000 (2021: £4,355,000).
The total expense due to Liontrust Fund Partners LLP and its associates for the year was £51,034,000 (2021: £48,085,000).
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13

Securities lending
The Fund engages in security lending activities which expose the Fund to counterparty credit risk. The maximum exposure to the
Fund is equal to the value of the securities loaned.
Securities lending transactions entered into by the Fund are subject to a written legal agreement between the Fund and the
Stock Lending Agent, The Bank of New York Mellon (London Branch), and separately between the Stock Lending Agent and
the approved borrowing counterparty. Collateral received in exchange for securities lent is transferred under a title transfer
arrangement and is delivered to and held in an account with a tri-party collateral manager in the name of the Trustee on behalf
of the Fund. Collateral received is segregated from the assets belonging to the Fund’s Trustee or the Stock Lending Agent. All
operational costs are borne out of the Stock Lending Agent’s share of income earned.
The following table details the value of securities on loan and associated collateral received, analysed by borrowing
counterparty as at the Balance Sheet date.
Return and cost
The table below shows the net income earned by the Fund from securities lending activity during the year to 31 May 2022.

Securities lending
Gross return
% of total
Cost

Collective
Investment
Undertaking
(£’000)

Manager of
Collective
Investment
Undertaking
(£’000)

Third Parties
(e.g. lending
agent)
(£’000)

Total
(£’000)

93
70%
–

–
0%
–

40
30%
–

133
100%
–

The table below shows the net income earned by the Fund from securities lending activity during the year to 31 May 2021.

Securities lending
Gross return
% of total
Cost

Collective
Investment
Undertaking
(£’000)

Manager of
Collective
Investment
Undertaking
(£’000)

Third Parties
(e.g. lending
agent)
(£’000)

Total
(£’000)

70
70%

–
0%

30
30%

100
100%

–

–

–

–
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Securities lending (continued)
Return and cost (continued)

Counterparty

Counterparty’s
country of
establishment

Barclays Capital Securities Limited
Citigroup Global Markets Limited
Credit Suisse International
Goldman Sachs International
J.P. Morgan Securities Plc
Merrill Lynch International
The Bank of Nova Scotia
UBS AG

UK
UK
Switzerland
UK
UK
UK
Canada
Switzerland

Total

31 May 2022
Securities Collateral
on loan
received
(£’000)
(£’000)

31 May 2021
Securities Collateral
on loan
received
(£’000)
(£’000)

1,053
60,283
26
7
23,790
1,906
34,940
5,632

1,108
67,113
29
8
26,855
2,012
38,440
5,996

—
15,350
1,913
—
2,028
6,962
27,840
27,158

—
16,903
2,153
—
2,462
7,478
30,625
31,550

127,637

141,561

81,251

91,171

Collateral accepted is non-cash in the form of sovereign debt rated AA or better from approved governments only,
supranational debt obligations rated AAA or better listed on a recognised exchange.
Management of counterparty credit risk related to securities lending
To mitigate this risk, the Fund receives either cash or securities as collateral equal to a certain percentage in excess of the fair
value of the securities loaned. The Investment Manager monitors the fair value of the securities loaned and additional collateral
is obtained, if necessary. At the year end all non-cash collateral received consists of securities admitted to or dealt on a
recognised exchange.
The Fund also benefits from a borrower default indemnity provided by The Bank of New York Mellon (London Branch). The
indemnity allows for full replacement of securities lent. The Bank of New York Mellon (London Branch) bears the cost of
indemnification against borrower default.
14

Risk management policies
In accordance with the investment objectives and policies the Fund can hold certain financial instruments as detailed in the
Fund’s prospectus. These can comprise of:
•

equity, equity related and non-equity shares;

•

cash, liquid resources and short-term debtors and creditors that arise directly from its operations;

•

short-term borrowings used to finance operational cash flows;

•

units and shares in collective investment schemes;

•

unitholders' funds, which represent investors’ monies which are invested on their behalf from overseas investments held;

•

derivative transactions for investment purposes as well as efficient portfolio management in accordance with the Fund’s
investment policies.

In accordance with the requirements of the rules in the Financial Conduct Authority's Collective Investment Schemes
Sourcebook, the Fund is not permitted to trade in other financial instruments. The Fund's use of financial instruments during the
year satisfies these regulatory requirements.

38

LIONTRUST SPECIAL SITUATIONS FUND

Notes to the Financial Statements (continued)
for the year ended 31 May 2022
14

Risk management policies (continued)
The main risks arising from the Fund's financial instruments are market price (including “emerging markets price risk”), currency,
interest rate, liquidity and counterparty credit risk. The Manager's policies for managing these risks are summarised below. The
Fund, alongside an independent risk function, has used a combination of risk measurements and limits to measure and monitor
portfolio risk. This is in line with the Liontrust Group’s Risk Management Process.
These policies have remained unchanged since the beginning of the year to which these financial statements relate and during
the prior year.
Market price risk
Market price risk is the risk that the Fund might suffer potential loss through holding market positions in the face of price
movements. It arises mainly due to uncertainty about future prices of financial instruments held. The Manager reviews the
portfolio in order to consider the asset allocation implications and to minimise the risk associated with particular countries or
industry sectors whilst continuing to follow the Fund’s investment objective. An individual Fund Manager has responsibility for
monitoring the existing portfolio, in accordance with the overall asset allocation parameters described above and seeks to
ensure that individual stocks also meet an acceptable risk reward profile. Futures contracts may be used to hedge against
market price risk where deemed appropriate for efficient portfolio management purposes.
The Fund’s investment portfolio is monitored by the Manager in pursuance of its investment objective and policy as set out in the
prospectus.
As at 31 May 2022 and 31 May 2021 the overall market exposure for the Fund was as shown in the Portfolio Statement,
other than for derivatives where the exposure could be greater. The Fund is exposed to market price risk as the assets and
liabilities of the Fund are listed on stock exchanges and their prices are subject to movements both up and down that would
result in an appreciation or depreciation in the fair value of that asset. The sensitivity of the Fund to market price risk is estimated
below which shows the expected change in the market value of the Fund when a representative market index changes by
10%. These percentage movements are based on the Manager’s estimate of reasonably possible market movements over the
course of a year and uses an industry standard measure (Beta) to estimate the amount a Fund has previously changed when
that corresponding market index has moved taking into account the Fund’s historic correlation to the representative index’s
movements over the last three years using monthly returns. This analysis assumes that the historic relationships between the
portfolio’s holdings and the representative index are a valid approximation of their future relationship and that the characteristics
of the portfolio and the market have been broadly unchanged over the three years.
As at 31 May 2022, had the representative market index increased/decreased by 10.0% the resulting change in the value of
the Net Asset Value is expected to have been an increase/a decrease of 8.5%.
As at 31 May 2021, had the representative market index increased/decreased by 10.0% the resulting change in the value of
the Net Asset Value is expected to have been an increase/a decrease of 8.3%.
Some limitations of sensitivity analysis are;
•

markets and levels of market liquidity in conditions of market stress may bear no relation to historical patterns;

•

the market price risk information is a relative estimate of risk rather than a precise and accurate number;

•

the market price information represents a hypothetical outcome and is not intended to be predictive; and

•

future market conditions could vary significantly from those experienced in the past.

The Fund is required to calculate its exposure to derivatives on a daily basis using one of two alternate methods, the
Commitment Approach or Value at Risk (VaR).
The calculation of conversion methods for the commitment approach for standard derivatives is taken from the conversion
methodologies listed in the ESMA Guidelines on calculation of Global Exposure and Counterparty Risk. The commitment
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Risk management policies (continued)
Market price risk (continued)
conversion methodology for standard derivatives is either the notional value or the market value of the equivalent position in the
underlying asset. Please refer to the portfolio statement for the notional values of any forwards and futures contracts.
VaR is a method of estimating potential loss due to market risk, rather than a statement of leverage, using a given confidence
level, or probability, over a specific time period and assuming normal market conditions. VaR is calculated using a Historical
Simulation model carried out in accordance with regulatory guidelines.
The Fund uses a combination of other risk measurements and limits. This is in line with the Liontrust Group's Risk Management
Process.
The Fund did not materially use derivatives in the current or prior year and the level of leverage employed by the Fund during
the current or prior year is not considered to be significant.
Currency risk
Currency risk is the risk that the revenue and net asset value of the Fund may be adversely affected by movements in foreign
exchange rates. The revenue and capital value of the Fund's investments may be significantly affected by currency risk
movements as some of the assets and income are denominated in currencies other than sterling, which is the Fund’s functional
and reporting currency.
The Manager has identified three principal areas where foreign currency risk could impact the Fund:
•

Movements in exchange rates affecting the value of investments;

•

Movements in exchange rates affecting short-term timing differences; and

•

Movements in exchange rates affecting the income received.

Currency exposure is monitored closely and is considered to be part of the overall investment process. Currency hedges via
forward exchange contracts will only be used in the event of a specific unwanted currency risk being identified.
The Fund may be subject to short-term exposure to exchange rate movements, for instance, where there is a difference between
the date an investment purchase or sale is entered into and the date when settlement of the proceeds occurs. The Manager
believes that the impact of such movements is not significant enough to warrant the cost incurred of eliminating them via
hedging.
The Fund may receive income in currencies other than Sterling, and the Sterling values of this income can be affected by
movements in exchange rates. The Fund converts all receipts of income into Sterling on or near the date of receipt; it does not,
however, hedge or otherwise seek to avoid exchange rate risk on income accrued but not received.
However, in line with the Fund's objectives of investing primarily in the UK and Ireland, the Fund is expected to have only
minimal foreign currency exposures.
The majority of the Fund's financial assets and liabilities are denominated in the Fund’s functional currency. As a result, the Fund
is not subject to significant amounts of risk due to fluctuations in the prevailing level of currency exchange rates.
Therefore, no exchange rate sensitivity analysis has been prepared for these.
Interest rate risk
Interest rate risk is the risk that the revenue cash flow or the fair value of investments may be adversely affected by movements in
market interest rates.
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Risk management policies (continued)
Interest rate risk (continued)
The majority of the Fund's financial assets are equity shares and other investments which neither pay interest nor have a maturity
date. As a result, the Fund is not subject to significant amounts of risk due to fluctuations in the prevailing level of market interest
rates. Therefore, no interest rate sensitivity analysis has been prepared for these.
Interest receivable on bank deposits and short-term deposits or payable on bank overdraft positions will be affected by
fluctuations in interest rates. The interest rates earned on sterling deposits are earned at a rate in line with overnight bank rates.
Liquidity risk
Liquidity risk is the risk that the Fund will not be able to meet its obligations as they fall due. The Fund’s assets comprise wholly
of readily realisable securities which can be sold to meet liquidity requirements.
If a Fund is primarily exposed to smaller companies there may be liquidity constraints from time to time, i.e. in certain
circumstances, the Fund may not be able to sell a position for full value or at all in the short-term. This may affect performance
and could cause the Fund to defer or suspend redemptions of its units. In addition, the spread between the price you buy and
sell units will reflect the less liquid nature of the underlying holdings. Any unquoted investments held by a Fund are by their
nature much less liquid than those listed on an exchange. A Fund may not be able to sell a position for full value or at all in the
short term.
The main liquidity risk of the Fund is the redemption of any units that investors wish to sell, which are redeemable on demand
under the Trust Deed. Where investments cannot be realised in time to meet any potential liability, the Fund may borrow up to
10% of its value to ensure settlement.
In accordance with the Manager’s policy, the Manager monitors the Fund's liquidity on a daily basis.
Counterparty credit risk
Counterparty credit risk is the risk of suffering loss due to another party not meeting its financial obligation. Investments may be
adversely affected if any of the institutions with which money is deposited or invested suffers insolvency or other financial
difficulties or the credit rating of the bearers of the bonds held by the Fund are downgraded.
The Fund may enter into transactions in financial instruments (including derivatives) which exposes it to the risk that one party to
a financial instrument will cause a financial loss for the other party by failing to discharge an obligation.
The Fund only buys and sells investments through brokers which have been approved by the Manager as an acceptable
counterparty. This list is reviewed at least annually.
The Fund may enter into stock lending activities which exposes it to the risk that the counterparty will not deliver the stock or
cash after the Fund has fulfilled its obligations. The Fund will only enter into stock lending activities with parties that have been
approved as acceptable by the Manager and obtaining collateral from counterparties which has a fair value in excess of the
related stock on loan.
At the balance sheet date, there were no counterparties to open derivative contracts. At the year end collateral in respect of
derivatives of £Nil (prior year: £Nil) was received; collateral pledged in respect of derivatives was £Nil (prior year: £Nil) and
none (prior year: none) of the Fund’s financial assets were past due or impaired.
The Trustee is responsible for the safe-keeping of assets and has appointed the Bank of New York Mellon, S.A./N.V., London
Branch ("BNYMSA") as its global custodian. The long term credit rating of the parent company of the Trustee and Custodian,
The Bank of New York Mellon Corporation, as at 31 May 2022 was A (Standard & Poor's rating).
BNYMSA, in the discharge of its delegated Trustee duties, holds in custody (i) all financial instruments that may be registered in
a financial instruments account opened on the books of BNYMSA and (ii) all financial instruments that can be physically
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Risk management policies (continued)
Counterparty credit risk (continued)
delivered to BNYMSA. BNYMSA ensures all financial instruments (held in a financial instruments account on the books of
BNYMSA) are held in segregated accounts in the name of the Fund, clearly identifiable as belonging to the Fund, and distinct
and separately from the proprietary assets of BNYMSA and BNYM.
In addition BNYMSA, as banker, holds cash of the Fund on deposit. Such cash is held on the balance sheet of BNYMSA. In
the event of insolvency of BNYMSA, in accordance with standard banking practice, the Fund will rank as an unsecured
creditor of BNYMSA in respect of any cash deposits.
Insolvency of BNYM and or one of its agents or affiliates may cause the Fund's rights with respect to its assets to be delayed or
may result in the Fund not receiving the full value of its assets.
Maturity profile of financial liabilities
All financial liabilities of the Fund at the current and prior year end are due to settle in one year or less, or on demand.
Fair value of financial assets and liabilities
Securities held by the Fund are valued at bid-price. The difference between this value and the fair value of the securities is
immaterial. There is also no material difference between the value of other financial assets and liabilities of the Fund included in
the balance sheet and their fair value.
Valuation of financial investments
31.5.2022
Level 1: Quoted prices
Level 2: Observable market data

31.5.2021
Level 1: Quoted prices

Level 1: Unadjusted quoted price in an active market for an identical instrument;
Level 2: Valuation techniques using observable inputs other than quoted prices within level 1;
Level 3: Valuation techniques using unobservable inputs.
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Assets
(£’000)

Liabilities
(£’000)

5,282,735
232,101

—
—

5,514,836

—

Assets
(£’000)

Liabilities
(£’000)

5,779,576

—

5,779,576

—
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Notes to the Financial Statements (continued)
for the year ended 31 May 2022
15

Portfolio transaction costs
for the year ending 31 May 2022
Transaction
Value
(£’000)

Commissions
(£’000)

%

Taxes
(£’000)

%

Equity instruments (direct)

502,339

296

0.06

1,668

0.33

Total purchases

502,339

296

Total purchases including transaction costs

504,303

Purchases (excluding derivatives)

1,668

Transaction
Value
(£’000)

Commissions
(£’000)

%

Taxes
(£’000)

%

Equity instruments (direct)

786,937

429

0.05

–

–

Total sales

786,937

429

–

Total sales net of transaction costs

786,508
725

1,668

0.01%

0.03%

Sales (excluding derivatives)

Total transaction costs
Total transaction costs
as a % of average net assets
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Portfolio transaction costs (continued)
for the year ending 31 May 2021
Transaction
Value
(£’000)

Commissions
(£’000)

%

Taxes
(£’000)

%

Equity instruments (direct)

393,316

208

0.05

1,456

0.37

Total purchases

393,316

208

Total purchases including transaction costs

394,980

Purchases (excluding derivatives)

1,456

Transaction
Value
(£’000)

Commissions
(£’000)

%

Taxes
(£’000)

%

Equity instruments (direct)

529,943

278

0.05

–

–

Total sales

529,943

278

–

Total sales net of transaction costs

529,665
486

1,456

0.01%

0.02%

Sales (excluding derivatives)

Total transaction costs
Total transaction costs
as a % of average net assets

The above analysis covers any direct transaction costs suffered by the Fund during the year. However it is important to
understand the nature of other transaction costs associated with different investment asset classes and instruments types.
Separately identifiable direct transaction costs (commissions & taxes etc.) are attributable to the Fund's purchase and sale of
equity shares. Additionally, for equity shares there is a dealing spread cost (the difference between the buying and selling
prices) which will be suffered on purchase and sale transactions.
Dealing spread costs suffered by the Fund vary considerably for the different asset/instrument types depending on a number of
factors including transaction value and market sentiment.
At the balance sheet date the average portfolio dealing spread (difference between bid and offer prices of all investments
expressed as a percentage of the offer price value) was 0.36% (2021: 0.44%).
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16

Unit classes
For the year ending 31 May 2022

Advised Income
B Income
Institutional
Accumulation
Institutional Income
Mandate Income
Retail Income
17

Opening
units

Units
issued

Units
redeemed

Units
converted

Closing
units

1,850,136
7,945,397

559,108
669,697

(447,836)
(566,093)

(62,793)
3,090,870

1,898,615
11,139,871

794,674,830
917,188,637
308,556,627
34,400,361

376,540,241
133,726,159
16,260,932
2,793,663

(256,337,970)
(212,386,681)
(73,925,985)
(6,171,954)

1,471,509
439,325
(72,217)
(1,422,254)

916,348,610
838,967,440
250,819,357
29,599,816

Post balance sheet events
Since the year end, markets have continued to be disrupted by the COVID-19 pandemic and Russia's invasion of Ukraine.
Since the year end, the NAV per unit of the Institutional Income unit class has decreased by 6.90% to 05 September 2022.
The other unit classes in the Fund have moved by a similar magnitude. Contingency plans at the Manager and key service
providers have proven effective in mitigating the effects on management of the portfolio and on all supporting operations.
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Distribution Table
for the year ended 31 May 2022
Final distribution
Group 1 - Units purchased prior to 1 June 2021
Group 2 - Units purchased 1 June 2021 to 31 May 2022

Net Revenue
Pence
per unit

Equalisation*
Pence
per unit

Distribution paid
31.7.2022
Pence
per unit

Distribution paid
31.7.2021
Pence
per unit

Advised Income - Group 1
Advised Income - Group 2

6.2543
3.7353

—
2.5190

6.2543
6.2543

4.1481
4.1481

B Income - Group 1
B Income - Group 2

1.1370
0.8469

—
0.2901

1.1370
1.1370

0.5839
0.5839

Institutional Accumulation - Group 1
Institutional Accumulation - Group 2
Institutional Income - Group 1
Institutional Income - Group 2
Mandate Income - Group 1
Mandate Income - Group 2
Retail Income - Group 1

1.8814
1.2613
7.5263
5.0795
1.9112
1.6571
2.4571

—
0.6201
—
2.4468
—
0.2541
—

1.8814
1.8814
7.5263
7.5263
1.9112
1.9112
2.4571

1.3053
1.3053
5.2674
5.2674
1.3580
1.3580
0.7471

Retail Income - Group 2

2.1727

0.2844

2.4571

0.7471

* Equalisation only applies to units purchased during the distribution period (Group 2 units). It is the average amount of revenue
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 income tax but must be deducted from the cost of units for capital gains tax purposes.
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Securities Financing Transactions (unaudited)
as at 31 May 2022
Securities Lending
Securities lending transactions entered into by the Fund are subject to a written legal agreement between the Fund and the Stock
Lending Agent, The Bank of New York Mellon (London Branch), a related party to the Fund, and separately between the Stock Lending
Agent and the approved borrowing counterparty. Collateral received in exchange for securities lent is transferred under a title transfer
arrangement and is delivered to and held in an account with a tri-party collateral manager in the name of The Bank of New York
Mellon (International) Limited (“the Trustee”) on behalf of the Fund. Collateral received is segregated from the assets belonging to the
Fund's Trustee or the Stock Lending Agent.
The total income earned from securities lending transactions is split between the relevant Fund and the Stock Lending Agent. The Fund
receives 70% while the Stock Lending Agent receives 30% of such income, with all operational costs borne out of the Stock Lending
Agent’s share. Please refer to note 13 for the breakdown.
The following table details the value of securities on loan as a proportion of the Fund’s total lendable assets and Net Asset Value (NAV)
as at 31 May 2022. The income earned from securities lending are also shown for the period ended 31 May 2022. Total lendable
assets represents the aggregate value of assets forming part of the Fund’s securities lending programme. This excludes any assets held
by the Fund that are not considered lendable due to any market, regulatory, investment or other restriction.
Securities on loan
% of lendable assets

% of NAV

Income earned
(£’000)

2.71

2.33

93

The following table details the value of securities on loan and associated collateral received, analysed by counterparty as at 31 May
2022.

Counterparty’s
country of
establishment

Counterparty
Barclays Capital Securities Limited

Securities Lending
Amount
on loan
(£’000)

Collateral
received
(£’000)

UK

1,053

1,108

UK
Switzerland
UK
UK

60,283
26
7
23,790

67,113
29
8
26,855

Merrill Lynch International

UK

1,906

2,012

The Bank of Nova Scotia
UBS

Canada
Switzerland

34,940
5,632

38,440
5,996

127,637

141,561

Citigroup Global Markets Limited
Credit Suisse International
Goldman Sachs International
J.P. Morgan Securities Plc

Total

All securities on loan have an open maturity tenor as they are recallable or terminable on a daily basis.
Collateral
The Fund engages in activities which may require collateral to be provided to a counterparty (“collateral posted”) or may hold collateral
received (“collateral received”) from a counterparty.
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Securities Financing Transactions (unaudited)(continued)
as at 31 May 2022
Collateral (continued)
The following table provides an analysis by currency of the underlying cash and non-cash collateral received / posted by way of title
transfer collateral arrangement by the Fund, in respect of securities lending transactions, as at 31 May 2022.
Cash
collateral
received
(£’000)

Cash
collateral
posted
(£’000)

Non-cash
collateral
received
(£’000)

Non-cash
collateral
posted
(£’000)

Securities lending transactions
AUD

-

-

23

-

CHF
EUR

-

-

576
14,018

-

GBP
HKD
JPY
USD

-

-

33,493
64
3,377
90,010

-

Total

-

-

141,561

-

Currency

Non-cash collateral received by way of title transfer collateral arrangement in relation to securities lending transactions cannot be sold,
re-invested or pledged.
The following table provides an analysis of the type, quality and maturity tenor of non-cash collateral received / posted by the Fund by
way of title transfer collateral arrangement in respect of securities lending transactions, as at 31 May 2022.
Maturity Tenor
31 - 90
91 - 365
days
days
(£’000)
(£’000)

1-7
days
(£’000)

8 - 30
days
(£’000)

Investment grade
Equities
Recognised equity
index

–

71

143

–

–

Total

–

71

Collateral type and
quality

More than
365 days
(£’000)

Open
transactions
(£’000)

Total
(£’000)

8,499

64,433

–

73,146

–

–

–

68,415

68,415

143

8,499

64,433

68,415

141,561

Collateral received securities lending
Fixed income

Investment grade securities are those issued by an entity with a minimum investment grade credit rating from at least one globally
recognised credit rating agency; Standard & Poor’s, Moody’s or Fitch.
A recognised equity index contains at least 20 equities where no single equity represents more than 20% of the total index and no five
equities combined represent more than 60% of the total index.
The maturity tenor analysis for fixed income securities received as collateral is based on the respective contractual maturity date, while
for equity securities and exchange traded funds (ETFs) received as collateral are presented as open transactions as they are not subject
to a contractual maturity date.
As at 31 May 2022, all non-cash collateral received by the Fund in respect of securities lending transactions is held by the Fund’s
Trustee (or through its delegates).
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Securities Financing Transactions (unaudited)(continued)
as at 31 May 2022
Collateral (continued)
The following table lists the top ten issuers (or all the issuers if less than ten) by value of non-cash collateral received by the Fund by
way of the title transfer collateral arrangement across securities lending transactions as at 31 May 2022.

Issuer

Value
(£’000)

% of the Subfund's NAV

Citigroup Global Markets Limited
The Bank of Nova Scotia

67,113
38,440

1.22
0.70

JP Morgan Securities, Plc.
UBS AG

26,855
5,996

0.49
0.11

2,012
1,108

0.04
0.02

29
8

0.00
0.00

141,561

2.58

Merrill Lynch International
Barclays Capital Securities Ltd.
Credit Suisse International
Goldman Sachs International
Total
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Additional Information (unaudited)
Trust Deed: The Fund was established by a Trust Deed made between the Manager and the Trustee dated 5 September 2005.
Prospectus: Copies of the Fund’s Prospectus are available free of charge from the Manager upon request, and from our website,
www.liontrust.co.uk.
Unit type: The Fund issues income and accumulation units. Investors can elect at any time to have any income either paid out or
automatically reinvested to purchase units at no initial charge.
Pricing and dealing: A buying price (the price at which you have bought the units in the Fund and being the higher) and a selling
price (the price at which you can sell the units back to the Manager and being the lower) are always quoted for the Fund. The buying
price includes the Manager’s initial charge.
Dealing in all unit trusts operated by Liontrust Fund Partners LLP may be carried out between 09.00 and 17.00 hours on any business
day. Professional investors and advisers may buy and sell units over the telephone; private investors are required to instruct the
Manager in writing for initial purchases, but can deal over the telephone thereafter. Prices are quoted on a ‘forward’ basis. This means
that all deals are based on a price that is calculated at the next valuation point (which is 12.00 hours on each business day) following
receipt of instructions. Instructions received before 12.00 hours will be priced at 12.00 hours that day, whilst those deals taken later in
the day will receive the next dealing price which is fixed at 12.00 hours on the following business day.
The minimum initial lump sum investment in the Fund is £1,000, the minimum additional investment is £1,000 and the amount you
may sell back to the Manager at any one time is £500. Please refer to the Prospectus for more details.
A contract note in respect of any purchase will be issued the day following the dealing date. Unit certificates will not be issued.
Instructions to sell your units may be required to be given by telephone and then confirmed in writing to Liontrust Fund Partners LLP at
PO Box 373, Darlington, DL1 9RQ. A contract note confirming the instruction to sell will be issued the day following the dealing day.
Following receipt of a correctly completed Form of Renunciation, a cheque in settlement will be sent directly to you or your bank/
building society, if proof of ownership of the account has been received by us, in four business days. Liontrust does not make or accept
payments to or from third parties unauthorised by the Financial Conduct Authority or other financial regulator.
Management charges and spreads: The initial charge and annual management fees per unit class are detailed below.

Initial charge
Advised Income
B Income
Institutional Accumulation
Institutional Income
Mandate Income
Retail Income
*

%
up to 2
up to 5
Nil
Nil
Nil
up to 5

Ongoing charges figure*
Advised Income
B Income
Institutional Accumulation
Institutional Income
Mandate Income
Retail Income

%
1.06
1.31
0.81
0.81
0.71
1.81

Included within the
OCF is the Annual
Management Charge**
Advised Income
B Income
Institutional Accumulation
Institutional Income
Mandate Income
Retail Income

%
1.00
1.25
0.75
0.75
0.65
1.75

The OCF covers all aspects of operating a Fund during the course of its financial year. These include the annual charge for managing the Fund, administration and
independent oversight functions, such as trustee, custody, legal and audit fees. The OCF excludes portfolio transaction costs except for an entry/exit charge paid by the
Fund when buying or selling units in another Fund. The Operating Charges figures shown in the Comparative Tables are calculated on an ex-post basis over the period,
whereas the Ongoing Charges figures shown above is a calculation as at a point in time, and therefore there could be immaterial differences between the two.

** These are the annual costs of running and managing the Fund.

Publication of prices: The price of units in the Fund is quoted on our website, www.liontrust.co.uk and other industry websites such as
www.trustnet.com. Daily and historic Fund prices are available from our Dealing and Administration team on 0344 892 0349.
Capital Gains Tax: As an authorised unit trust, any capital gains made within the Fund is exempt from UK Capital Gains Tax. An
individual investor is subject to capital gains tax on gains made on their investment, however an individual’s first £12,300 of net gains
on disposals in the 2022-2023 tax year are exempt from tax (2021-2022: £12,300).
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Additional Information (unaudited) (continued)
Income Tax: UK tax resident individuals are now entitled to a new tax-free dividend allowance in place of the dividend tax credit.
Consequently, all income from dividend distributions is now regarded as gross income.
UK resident individuals who are not liable to tax are not able to reclaim the tax credits from the HM Revenue and Customs. In the case
of UK resident individuals who are liable to starting or basic rate tax only, the tax credit will match his or her liability on the distribution
and there will be no further tax to pay and no right to claim repayments from the HM Revenue and Customs. In the case of a higher
rate taxpayer, the tax credit will be set against, but not fully match, his or her tax liability on the distribution. Such people will have an
additional tax liability to pay.
Remuneration: Following the implementation of UCITS V in the UK on 18 March 2016, all authorised UCITS Managers are required
to comply with the UCITS V Remuneration Code from the start of their next accounting year. Under the UCITS V Directive (2014/91/
EU), the Manager is required to disclose information relating to the remuneration paid to its staff for the financial year. The table below
provides an overview of the following as at year ended 31 March 2022:
•

Aggregate total remuneration paid by the Manager to its staff (employees and members)

•

Aggregate total remuneration paid by the Manager to all relevant UCITS code staff

1

Manager UK Staff
of which
Fixed remuneration
Variable remuneration
UCITS Aggregate Remuneration Code Staff1, 2
of which
Senior Management
Other control functions:
Other code staff/risk takers

Headcount

Total
Remuneration
(£’000)

83

18,744

83
83
9

8,116
10,628
17,946

2

884

7

17,062

1

The Manager's UK staff costs have been incurred by another Group entity and allocated to the Manager. The most appropriate measure of staff costs are those staff who
are members of Liontrust Investment Partners LLP or Group staff who are employed by LAM but have their costs apportioned to the LLP. The information has been disclosed
on an annualised basis.

2

UCITS Aggregate Remuneration Code Staff applies only in respect of the provision of services to UCITS funds rather than their total remuneration in the year. For senior
management and control function staff, remuneration is apportioned on the basis of assets under management for UCITS funds versus the total Group assets under
management. For portfolio management staff remuneration is apportioned directly to the Fund.

Remuneration is made up of fixed pay (i.e. salary and benefits such as pension contributions) and variable pay (annual performance
based or linked directly to investment management revenues). Annual incentives are designed to reward performance in line with the
business strategy, objectives, values and long term interests of the Manager and LAM PLC Group. The annual incentive earned by an
individual is dependent on the achievement of financial and non-financial objectives, including adherence to effective risk management
practices. The Manager provides long-term incentives which are designed to link reward with long-term success and recognise the
responsibility participants have in driving future success and delivering value. Long-term incentive awards are conditional on the
satisfaction of corporate performance measures. The structure of remuneration packages is such that the fixed element is sufficiently
large to enable a flexible incentive policy to be operated.
Staff are eligible for an annual incentive based on their individual performance, and depending on their role, the performance of their
business unit and/or the group. These incentives are managed within a strict risk framework, and the Directors of LAM retain ultimate
discretion to reduce annual incentive outcomes where appropriate.
The Manager actively manages risks associated with delivering and measuring performance. All our activities are carefully managed
within our risk appetite, and individual incentive outcomes are reviewed and may be reduced in light of any associated risk
management issues.
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Additional Information (unaudited) (continued)
The Liontrust Group operates a Remuneration Committee (the “Committee”). The Committee reports to the Board. The Committee
reviews risk and compliance issues in relation to the vesting of deferred awards for all employees and members. Compliance is
monitored throughout the vesting period by the Committee.
These remuneration policies apply also to other entities in the Liontrust Group to which investment management of the Fund has been
delegated, and those delegates are subject to contractual arrangements to ensure that policies which are regarded as equivalent are
applied.
The Board adopts, and reviews annually, the general principles of the applicable remuneration policies, and the implementation of the
remuneration policies is, at least annually, subject to central and independent internal review by the Committee for compliance with
policies and procedures.
Assessment of Value: The regulator - the FCA - has asked every asset manager to assess the value of the funds they run. Assessing
value goes beyond performance and costs and encompasses a minimum of seven criteria mandated by the FCA. The assessment of
value of the Fund and the other UK-domiciled funds managed by Liontrust will be conducted as at 31 August each year. The
assessment of value report can be viewed on the Liontrust website www.liontrust.co.uk/learning/assessment-of-value.
Important information: Past performance is not a guide to future performance. The value of an investment and the income generated
from it can fall as well as rise and is not guaranteed. You may get back less than you originally invested. The issue of units may be
subject to an initial charge and this is likely to have an impact on the realisable value of your investment, particularly in the short term.
You should always regard unit trust investment as long term.
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Liontrust Fund Partners LLP is authorised and regulated by the Financial Conduct Authority.

