
BAKER STEEL RESOURCES TRUST LIMITED

Annual Report and 
Audited Financial Statements
For the year ending 31 December 2017



Chairman’s Statement

Investment Manager’s Report

Directors’ Report

Independent Auditor’s Report

1



MISSION STATEMENT

(“BSRT”)

BSRT has increased its NAV and generated strong share price 

performance during 2017, supported by an economic environment 

which is increasingly positive for natural resources and mining. 
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CHAIRMAN’S STATEMENT

rising 21.8% in the second half to end up 20.7% on the year. The Company’s net asset value moved broadly in line with this 

The advantage of proactively managing the Company’s investments has been demon
Acquisition Limited and its subsidiaries (“PAL”). During the downturn in 2014 and 2015, the Company was able to increase its 
holdings in convertible loans to PAL’s subsidiaries and then in 2016 we were able to 

International plc (“Polymetal”
PAL’s subsidiary, Polar Silver

Company’s 46.

often get put into “hibernation” as the owners of such projects await an upturn and are unwilling to destroy interest in a pr

Futura Resources Limited (“Futura”) (formerly Quee

’s 

CEMOS, the Company’s preferred form 

copper through its investments in Ivanhoe and Nussir. On the “battery metal” front the Company has exposure to li

reinforces silver as a “green” metal and should drive demand.

During 2017 the Company’s share price rose 6

the benefits from the latent value in the Company’s existing portfolio as well as from new opportunities.
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INVESTMENT MANAGER’S REPORT 

(“NAV”) 
% from the Company’s first NAV calculated on 30 April 2010. During the year the 

–

–
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INVESTMENT MANAGER’S REPORT (

uring the year the steps taken in 2016 to reorganise the Polar Acquisition Limited group (“PAL”) started to bear fruit. In Ja
2017, Polymetal International plc (“Polymetal”) agreed to acquire a 10% interest in PAL’s subsidiary, Polar Silver, and took 

In 2017 the carrying value of PAL shares rose 60% making it the largest contributor to the increase in the Company’s NAV. 

The Company’s second largest investment, Bilboes Gold Limited (“Bilboes”) completed a pre feasibility study (“PFS”) on its 

to have 51% of the equity owned by indigenous Zimbabweans announced in the new administration’s first budget should ease 
the process of raising capital for the development of Bilboes’ mine in 2

Democratic Republic of Congo (“DRC”), Ivanhoe completed an updated Preliminary Economic Assessment (“PEA”) for an 

During 2017, Ivanhoe passed the halfway stage in the drilling of its 980 metre Shaft 1 at its platinum group metal (“PGM”) 
mine in South Africa and published a definitive feasibility study (“DFS”) for a staged development of the mine. The 

um, palladium, rhodium and gold (“PGM”), plus 21 million pounds of nickel and 13 million pounds of copper 
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INVESTMENT MANAGER’S REPORT (

Ivanhoe’s share price on the Toronto Stock Exchange rose 67% during the year

are budgeted at under €12 million and the 
€25 million and a payback of 

convertible loan notes (“CLN”)

Further details of each of these investments and the Company’s other significant holdings are provided below.

Polar Acquisition Limited ("PAL")

Bilboes Gold Limited ("Bilboes")
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INVESTMENT MANAGER’S REPORT (

Ivanhoe Mines Limited ("Ivanhoe”) 

atic Republic of Congo (“DRC”) and the Platreef nickel, platinum, 

Kakula Project is located in the Kolwezi District of Katanga Province, the DRC’s copper mining hub. A NI 43

Cemos Group plc (‘‘Cemos’’)

Metals Exploration plc (“Metals Exploration”) 

 
Sarmin Minerals Exploration Inc (“SMEI”)

Futura Resources Limited (“Futura”)(formerly Queensland Coal Investment Holdings Ltd)

Black Pearl Limited Partnership (“Black Pearl”) 

Indonesia. The Company’s investment is in the form of a limited partnership interest in Black Pearl. Black Pearl holds an 
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INVESTMENT MANAGER’S REPORT (

PRISM Diversified Limited (formerly Ironstone Resources Limited) ("PRISM")

Nussir ASA ("Nussir")

Gobi Coal & Energy Limited ("Gobi")

south western Mongolia. Gobi’s projects contain JORC resources
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“Commission” “GFSC”) under the Registered Collective Investment Scheme Rules 

the life of the Company. At the Annual General Meeting (“AGM”) falling in

The Board is the Company’s governing it sets the Company’s strategy and is collectively responsible to shareholders for its long

Company’s Prospectus

to review the Company’s o
of the Company remain competitive when measured against peers. An analysis of the Company’s costs, including management fees 

Company), Directors’ fees and general expenses, is submitted to each Board 

Investment Fund Manager (“ ”)

ives (“ ”)
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Company’s investment objective is to seek capital growth over the long

ed companies (i.e. those companies that have not yet made an initial public offering (“IPO”)) but also in listed securities 

uplift in value resulting from development progression of the investee companies’ projects and through exploiting value inher

The core of the Company’s strategy is to invest in natura

Joint Ore Reserves Committee (“JORC”). The Company may also invest from time to time in exploration companies whose 

complementary to the Company’s investment objective and policy.

•
•
•
•

The actual percentage of the Company’s gross assets invested in listed and unlisted equities and equity
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•

•

Chairman’s Statement on page 3 and the Investment Manager’s Re

Market risk arises from volatility in the prices of the Company’s underlying investments which, in view of the Company’s 

The Company’s investment activities 

Company’s p

requirements inherent in the Company’s investment policy.
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The Company’s ability to implement its investment policy depends on the Investment Manager’s ability to identify, analyse and 
invest in investments that meet the Company’s investment criteria. Failure by the Investment Manager to find additional 
investment opportunities meeting the Company’s investment objective
material adverse effect on the Company’s business, financial condition, and results of operations. The 

the implementation of the Company’s operating policies and strategies. The Company is subject to the risk that the Investment
Manager will cease to be involved in the management of any part of the Company’s assets a
be found. The Board regularly monitors the performance of the Investment Manager and the Company’s NAV performance.

ger’s fee

Should there be a catastrophic loss of value in the Company’s assets

Company’s investments are

requirements of the Company’s major shareholders, ses with the Company’s 

(“FRC”) in September 2014 (the “ Code”), the Directors have assessed the prospects of the Compa

of the world’s major economies to recover strongly from the global financial crisis of 2007
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is that currently the Company’s greatest expense is the

The future performance of the Company depends upon the success of the Company’s investment strategy and
on investors’ view of mining related investments as an asset class. Further comments on the outlook for 

in the Chairman’s on page 3 and the Investment Manager’s Report on 
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The Board’s view on tenure is that continuity and experience are considered to add significantly to the strength 
l length of service of any of the Company’s Directors, including the Chairman, 

and industrial transactions in addition to leading UBS Warburg’s corporate finance function for investment funds. He is a fel

is a member of the Company’s Audit Committee.

years’ experience in the investment industry as a professional and in 

is a member of the Company’s Audit Committee.

Guernsey with roles in the offshore finance industry. Prior to January 2004, Christopher was Managing Director of Schroders’ 
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DIRECTORS’ REPORT

“ ”

(“POI Law”) and the Registered Collective Investment Scheme Rules 
Services Commission (“GFSC”). On 28 April 2010 the Ordinary Shares and Subscription Shares of the Company were admitted 

Details of the Company’s investment objectives and policies are described in the Strategic Report.

, the Company’s NAV per Ordinary 

’

and the Company’

publication of the Company’s audited financial statements for each year and will be no less than 15% of the aggregate net r

’

which is significant to the Company’s business.
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DIRECTORS’ REPORT (CONTINUED)

received notifications in accordance with the FCA’s Disclosure and Transparency 
more of the voting rights attaching to the Company’s issued share capital.

000’s

– Precious Metals Fund (“Precious Metals Fund”) had an interest 

rs’ Responsibilities
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DIRECTORS’ REPORT (CONTINUED)

rs’

nternational Financial Reporting Standards (“IFRS”) 
as adopted by the European Union (“EU”) and give a true and fair view of the assets, liabilities and financial position 

understandable and provides the information necessary for shareholders to assess the Company’s performance, 

audit information of which the Company’s auditor is unaware and each Director has taken all the reasonable steps he 
have taken as a director to make himself aware of any relevant audit information and to establish that the Company’s auditor 

the Company’s ability to continue as a going concern

over 30% of the Company’s share capital that they intend to vote against the discontinuation vote. Accordingly the Directors 

% of the Company’s assets were represented by cash and unrestricted listed and quoted 
The Directors are not aware of any material uncertainties that may cast significant doubt upon the Company’s 

(the “UK Code”) issued by the Financial (the “FRC”). RC’s

“shorter and sharper” than its previous iteration with supporting pri
’s

19



DIRECTORS’ REPORT (CONTINUED)

Guernsey Financial Services Code of Corporate Governance (“GFSC Code”), except as set out below. 

’

The Board has no executive directors and has contractually delegated responsibility for the management of the Company’s 

ssary to meet the requirements of the Company’s business or to maintain 

The Board receives full details of the Company’s assets, liabilities and other relevant information in advance of Board 
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DIRECTORS’ REPORT (CONTINUED)

21

Investment Manager is terminable by any party giving the other parties not less than 12 months’ written notice.

prepares regular reports to the Board to allow it to review and assess the Company’s activities and 

Company’

Company’s stockbrokers, Numis Securities Limited, and Investment Manager are responsible for managing 

shareholders at the Company’s Annual General Meeting or otherwise.



DIRECTORS’ REPORT (CONTINUED)

22

The Committees of the Board have formal Terms of Reference which are available on the Company’s webpage 

through which the Company’s external auditor may report to the Board. The Audit Committee operates within established 

The Board has delegated the day to day responsibilities for the management of the Company’s investment portfolio, the 

f the Company’s NAV and the production of the Annual Report and Financial Statements which are independently 

y’s risk matrix continues to be the core element of the Company’s risk management process in establishing the 
Company’s system of internal financial and reporting control. The risk matrix is prepared and maintained by the Manager and 



DIRECTORS’ REPORT (CONTINUED)
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The Board, as a whole, including the Audit Committee members, consider the nature and extent of the Company’s risk 
eptable in order to achieve the Company’s strategic objectives. As a result, 

he Company’s on
The Company’s 

, the audit plan and engagement letter, and the Company’s risks, via discussion of its 

As part of its review of the Company’s financial statements,

are required in respect of the valuation of the Company’s investments for which there is no observable market price. The 

prices. Further information on the Company’s methodologies is 
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and its review of the Company’s Annual Report and 

The accuracy of the Company’s Annual Report and 

Adequacy of the Company’s accounting and internal controls tion of the Company’s risk matrix, taking account 

Valuation of the Company’s investments, in particular the 

auditor’s review of the investment valuations.

The Audit Committee also provides a forum through which the Company’s auditor reports to the Board. The Board, not the 

The Company’s external auditor is (“ ”).

on behalf of the Board of Directors undertook a review of the Company’s audit arrangement. 
ender process, BDO Limited were appointed as the Company’s independent external auditor. The appointment was 

*

25
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The Board is responsible for the Company’s system of internal controls and risk management. The Audit Committee has been 
effectiveness of the Company’s internal controls

the nature and extent of the significant risks it is willing to accept in achieving the Company’s 

outsourced service providers in respect of a number of key controls. It is the Audit Committee’s responsibility to ensure tha
ernal control systems are implemented by the Company’s third party service providers and to review the effectiveness 

failings or weaknesses in the Company’s internal controls in the year under review. 

the necessary information to assess the Company’s performance and strategy although the Board retains overall 
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The Audit Committee has made an assessment of the Company’s ability to continue as a going concern. Particular r

% of the Company’s assets were represented by cash and unrestricted quoted 

ications from holders of over 30% of the Company’s share capital that they 
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BAKER STEEL RESOURCES TRUST LIMITED

We have audited the financial statements of Baker Steel Resources Trust Limited (the ‘ ompany’) for the year ended 31 

• ompany’s affairs as

•
• have been properly prepared in accordance with the requirements of the Companies (Guernsey) Law, 2008.

Auditor’s responsibilities for the audit of the fi

to our audit of the financial statements in the UK, including the FRC’s Ethical Standard as applied to listed entities

This report is made solely to the Company’s members, as a body, in accordance with Section 262 of the Companies (Guernsey) 
Law. Our audit work has been undertaken so that we might state to the Company’s members those matters we are required to 
state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume 
responsibility to anyone other than the Company and the Company’s members as a body, for our audit work, for this report, or 
for the opinions we have formed.

the directors’ confirmation on page 1

the directors’ statement on page 1
adopt the going concern basis of accounting in preparing the financial statements and the directors’ identification of 

ompany’s ability to continue to do
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

to the Company’s holdings in 

of the Company’s net asset value and total return. Incorrect 

Agreed the manager’s application of valuation 

’
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

irector’s

ompany’s investments, involvement of the Manager 

ompany’s interaction with th

our auditor’s report thereon. Our opinion on the financial statements does not 
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

• –

’s performance, business model and strategy, is materially 

Directors’ statement of compliance with the UK Corporate Governance Code set out on page 1 –
irectors’ statem ompany’s compliance with the UK Corporate 

As explained more fully in the directors’ responsibilities statement set out on page

ompany’s ability to continue as a going 

Auditor’s responsibilities for the audit of the financial

misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assu

Council’s website at: .  This description forms part of our auditor’s report.
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

audit services prohibited by the FRC’s Ethical Standards were not provided to the 
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Directors’ fees payable

–
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Directors’ fees 

Directors’ expenses
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Directors’ fees 

Directors’ expenses
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“ ”

“ ”

’

’s portfolio is managed by Baker Steel Capital Managers (Cayman) Limited (the “Manager”). The Manager 
has appointed Baker Steel Capital Managers LLP (the “Investment Manager”) as t
duties. The Company’s investment objective is to seek capital growth over the long

“IPO”

Baker Steel Capital Managers LLP (the “Investment Manager”) 
Manager (“AIFM”) of Alternative Investment Funds (“AIFs”)

a)
(“IFRS”)

terling (“£”

(“SORP”) ‘Financial Statements of Investment Trust Companies and Venture Capital Trusts’ issued in 

b)
The preparation of the Company’s financial statements requires the Directors to make judgements, estimates and 
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b)

In the process of applying the Company’s accounting policies, 

’

discontinuation of the Company and have had indications from holders of over 30% of the Company’s share capital that 

39



Designation of the investments in this way is consistent with the Company’s documented risk management 

consideration in the form of an issue of the Company’s own shares.

’

nvestment management fees payable, directors’ fees payable, audit fees payable, administration fees 

e)

f)

40



g)

h)

i)

j)

with the Company’s Prospectus by dividing the net assets of the Company on the Statement of Financial Position date by 

The Company’s financial assets 
oss (“FVTPL”) ompany’s business model is to convert the debt to 
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Polar Acquisition Limited (“PAL”)

It is the Company’s policy to recognise a 

In determining an investment’s position within the fair value hierarchy, the Directors take into cons
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“ ”
arm’s length

stage of development and location (“IndexVal”). IndexVal is used as an indication of how an investment’s share price might 

references for the Fair Value already established is Development Risk Adjusted Values (“DRAV”). DRAVs are not a 
Investment Manager also prepares discounted cash flow models for the Company’s 

present value (“NPV”

known secondary market transactions, representative in volume and nature and conducted on an arm’s length basis, this is 

Where there have been no known transactions for 6 months, at the Company’s half year and year end, movements in 

the average volatility of the companies in that investment’s 

45



–

Information on third party transactions in unlisted equities is derived from the Investment Manager’s market contacts. The 
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The Company’s principal financial instruments comprise financial assets, primarily unlisted equity investments and loans 

diversified in terms of geography. These investments reflect the core of the Company’s investment strategy.

and through technical and legal due diligence. The objective of the policy is to support the delivery of the Company’s core 
security. The main risks that could adversely affect the Company’s 

The Company’s financial liabilities principally comprise fees payable to various parties and arise directly from its operatio
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Company’s Board of Directors oversees the management of financial risks, each of which is summarised below.

a)

the Company’s 

The following illustrates the sensitivity of the income to an increase or decrease of 10% in the fair value of the Company’s 

The majority of the Company’s financial assets and liabilities are denominated in US Dollars. The functional currency of 
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The estimated movement is based on management’s determination of a reasonably possible change in foreign exchange 

Although the Company’s financial assets and liabilities expose it indirectly to risks associated with the effects of fluctuat

le below summarises the Company’ e risk. It includes the Company’
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le below summarises the Company’ e risk. It includes the Company’

Commodity price risk is beyond the Company’s control as a result of the Company’s 

Company’s

of the Company’s investments
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able below analyses the Company’
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the value of the debt in such company so that there is a significant equity “buffer”.

The Company’s current investment policy is to invest in natural resources companies, both listed and unlisted, that the 

ial adverse effect on the Company’s financial position, results 
The Company’s investments are geographically diverse reducing 
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The Company’s investment in Polar Acquisition Limited (“PAL”) 

and it is the Company’s intention to sell down its stake in Polymetal once the 

entitled to fees of €5,000 for preparation of the financial statements of the Company.

“Management Agreement”). The Company pays to the Manager a management fee which is equal to 1/12th of 1.75 per cent 

’

in each year (the “Performance Period”
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recorded in the Company’s 
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certain specific matters, including a material change to the Company’s investment o

regarded as capital. The Company’s objectives in managing capital are:

To manage, so far as is reasonably possible, any discount between the Company’s share price and its NAV per Ordinary 

of managing the discount the Company’s shares trade 
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the Directors’ Report on page 1

million in Convertible Loan Notes (“CLN”) in Queensland Coal 

The Company has guaranteed €1.

The Directors’

– Precious Metals Fund (“Precious Metals Fund”) had an interest in 

As a result of the sale of PAL’s 90% interest in Polar Silver to Polymetal on 13

The Company’s Associates and Subsidiaries are des

The Management fees and Directors’ fees 

Directors’ fees

The Management fees and Directors’ fees outstanding at the year

Directors’ fees

56



several of the other shareholders interests are held through options and convertibles such that the Company’s undiluted 
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REMUNERATION DETAILS FOR INVESTMENT MANAGER’S STAFF
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–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

– for 6 months, at the Company’s half year and year

–

–

–

–
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– –

– NAV to market price discount The Net Asset Value (“NAV”) per share is 
company’s assets, less any liabilities it has, divided by the number of shares. However, because the Company’s Ordinary Share

is known as a discount or premium. The Company’s discount is calculated by expressing the difference between the period end 

–

–

–

–
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St. Julian’s Avenue

St. Julian’s Avenue

St. Julian’s Avenue

Investment Manager was authorised as an Alternative Investment Fund Manager (“AIFM”) for the purpose of the 
Alternative Investment Fund Managers Directive (“AIFMD”) on 22 July 2014. 
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