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The year 2017 has been a successful one for the State Mining Corporation Limited (SMCL), as the Company tries 
to carve its own niche in the mineral resources sector in Bhutan. For the first time after incorporation, the year 
heralded the break-even point and witnessed the subsequent stabilizing trends. This turning point is a huge mo-
rale boost and builds self-assurance in the Management and employees to continue the hard work. It is a source 
of constant motivation in nurturing and launching the young Company into the future with better prospects. 

The Management was mainly engaged in running the two coalmines in Samdrup Jongkhar Dzongkhag, the only 
projects under operation. In spite of the serious challenges posed by the erratic nature of coal occurrence, the 
Management’s strong resolve to work hard to establish itself in supplying coal to the domestic cement plants has 
been rewarded with a certain level of success. The Company has gained a significant market share in supplying 
coal to the domestic cement plants. The market knows that there is a new supplier of coal in the country with 
competitive offer. 

In terms of actual business operations, there were fluctuations over the quarters. In fact, such instabilities keep the 
Management and employees alert to foresee emerging risks, to tackle them effectively. The first quarter, right after 
the break-even point was achieved, posted a decent profit after tax (provisional) of Nu. 29.86 M. The profit in the 
second quarter slumped to Nu.18.99 M due to coal extraction difficulties. In the third quarter, the monsoon fur-
ther impeded our operation and we suffered a loss of Nu. 9.47 M. However, during the last quarter, we strategized 
to take advantage of the dry season to make up the loss. Our determined effort bore fruit and we made a profit 
of Nu. 28.11 M in the last quarter. The year was a mixed bag of challenges, disappointments and joys. The cumu-
lative profit after tax for a young Company from a single coal business, stood at an admirable Nu.67.39 M. This 
allowed the Company to declare a dividend of Nu. 26.84 M, 11% of the paid up capital of Nu. 243.99 M, for the 
first time. The commercial income tax was calculated at Nu. 27.08 M and actual tax paid was Nu. 23.75 M, after 
adjustment of past losses. Overall, the Company has contributed Nu. 50.59 M to the exchequer in 2017 and made 
an auspicious start for revenue generation. Other significant benefit is the benefit availed by Dungsum Cement 
Corporation Limited, our major customer, of about Nu. 40.0 M due to price difference of our coal. 

The Company was engaged in developing a stone quarry and setting up a crushing plant to supply aggregates to 
Kholongchhu Hydro Energy Limited (KHEL). This work involved a significant investment in terms of capital 
and manpower. With indefinite delay of KHEL, the Management was faced with a dilemma, whether to move 
ahead or wait for the project. Moving ahead had risks of idling our scarce resources while waiting would squander 
lead-time for operational preparedness to supply construction materials. Project of this nature and scale involves 
significant preparatory works that require time. Both decisions had the inherent financial implications. However, 
with constant interaction and directives from the Board, the Management is pleased to note that we have pro-
gressed in a measured manner, minimized damages and learned some useful lessons in the process. 

By the second quarter we started the quarry access and development works. The other civil works comprising of 
ground levelling, loading platforms and machine foundations were taken up in subsequent quarters. These works 
were taken up departmentally to control costs and to bring flexibility in time management. 

The quarry development works have been completed, ready for extraction of boulders when required. The three-
stage crushing plant machines have been procured and transshipped to sites. Civil works are progressing as 
planned for installation of the crushing plant. Contract formalities for hiring of EME were completed well in time 

the year in review
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and validity extended, ready for deployment when required. Office with minimum staff has been set up and some 
employees already recruited have been redeployed at other sites.   

Important lessons are being learnt in trying to link the preparatory works of supplying materials to a delayed 
project. Intentional deferral and departmental execution were the two strategies to control costs and manage 
time. While intentional deferral had certain basis, departmental execution was a well thought out decision. With 
departmental execution, the Management is in the driver’s seat and can control costs and time much better. Due 
to flexibility of departmental execution, sequencing, staggering or postponing and even deleting some activities 
for the time being can be done, after taking into consideration of the field situation. Another boon has been the 
use of the local materials that become available as we work and progress. Under contract, the contractor uses the 
local materials and reaps the benefits. 

In hindsight, when considered with the cost incurred till date and the progress of the work, the Management feels 
that with the guidance of the Board, we have taken the most appropriate approach and has controlled unnecessary 
upfront investments. Investments, which would have remained idle have been painstakingly deferred, signifi-
cantly reducing the financial costs as of date. We have gained confidence in departmental execution and know its 
advantages. This KHEL experience will be worth replicating in our other project sites in future.

The Board has been truly involved in developing and launching the Company. The Management values and ap-
preciates the special interests shown by the Board in developing the Company and the welfare of the employees, 
especially in the site offices under difficult working conditions. The visit to the project sites by some of the Board 
of Directors, led by the Chairman, has amply demonstrated the importance the Board attaches to the Company. 
The visit has offered the site staff the opportunity to come into close contact with the Board of Directors and given 
them a huge morale boost. Further, with familiarity of project sites and their activities, boardroom discussions 
have become more meaningful and appropriate decisions are taken. The Management would like to sincerely 
thank the Board and DHI for their guidance and support in launching SMCL as a strong mining Company. 
SMCL as a mining Company cannot operate in isolation. It must relate, collaborate and work closely with the line 
agencies of minerals resources regulation. Hence, the Management would like to record our appreciation of the 
Department of Geology and Mines, National Environment Commission, the Local Governments and Commu-
nities for their support at all times. Finally, the Management and employees sincerely pledge to work hard in the 
interests of owners of mineral resources, the people of Bhutan

Tashi Delek!

[Kezang Jamtsho]
Chief Executive Officer

Title page.indd   4 6/21/18   10:06 AM



5State mining corporation limitedAnnual report 2017

Company profile	 1

Vision	 1

Mission	 1

Values 	 1

Organization chart	 2

BOARD Directors	 3

Management team	 5

Directors’ report	 6
a) 	I ntroduction	 6
b) 	O perational highlights 	 6
c) 	 Financial position and key financial performance 	 6
d) 	P rojects	 8
e) 	A udit Issues 	 9
f) 	 Board’s Recommendation of Dividend 	 9
g) 	 Corporate Governance 	 9
h) 	 Corporate Social Responsibility	 9
i) 	 Compact signed with DHI	 9
j) 	 Challenges and Way Forward	 9
k) 	 Acknowledgements	 10

Corporate Governance Report	 11
a) 	 Board Directors	 11
b) 	 Board Meetings 	 11
c) 	 Board Committees	 13
d) 	 Board Remuneration	 14
e) 	 Annual General Meeting	 14
f) 	 Risk Management Systems 	 14
g) 	 Corporate Social Responsibility 	 15
h) 	 Policies and Practices of CEO and Board Evaluation 	 15

INDEPENDENT AUDITORS’ REPORT	 17
Financial statements	 27

Table of contents

Title page.indd   5 6/21/18   10:06 AM



6 State mining corporation limited Annual report 2017

Title page.indd   6 6/21/18   10:06 AM



1State mining corporation limitedAnnual report 2017

The Royal Government of Bhutan envisioned the noble concept of establishing a state entity realizing the potentials 
of mining sectors’ contribution to the national socio-economic development and expand economic opportunities, 
create jobs, and generate revenue for the country. During the 45th Lhengyel Zhungtshog, the Royal Government 
decided to form State Mining Corporation Limited (SMCL). SMCL was incorporated under the Companies Act 
of Kingdom of Bhutan as DHI 100% subsidiary Company on 31st December 2014. 

Vision

To be a premier mineral resources development company in the nation guided by the principles of GNH.

Mission

•	  Explore and extract mineral resources in a scientific manner and help build a dynamic economy for a 	
 vibrant democracy

•	  Accelerate socio-economic development

•	  Lead and stimulate private sector development

Values 

•	 Integrity –	 Conduct business with honesty and transparency at the highest level of 			 
	 corporate governance.

•	 Excellence – 	 Strive for the highest possible standards while conducting business, both in 		
				   terms of work and quality of goods and services.

•	 Accountability – 	 Defining & accepting responsibility, delivering on the commitments.

•	 Team Work – 	 Work collectively across all levels and partners, building strong relationships 		
				   based on respect, understanding and cooperation.

•	 Responsibility – 	 Strive to be responsible in keeping with the values of GNH, be sensitive to the 		
				   environment and accountable to the people of Bhutan.

 

Company profile
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1. Dasho Karma Yezer Raydi – Chairman.
Chief Executive Officer, DHI
Dasho Karma Yezer Raydi has Master Degree in Geo Technical Engineering, from Nippon Institute of Technol-
ogy, Japan and B.E Civil from University of Roorkee, India. He has rich leadership experience acquired over the 
27 years of service to the Tsa-Wa-Sum. He started his career in 1989 and shouldered important positions in min-
istries, financial institutions, authorities and finally as an Eminent Member of National Council from 2008-2013. 
Currently, he is serving as the Chief Executive Officer of the Druk Holding and Investments Ltd. 

2. Sonam Wangyel – Director 
Dzongdag, Dzongkhag Administration, Samtse
He has Master Degree in Curriculum Studies from University of New England, Australia and B.Ed from NIE, 
Samtse. He joined the Civil Service in August 1993 and served at various capacities in Ministry of Education and 
has vast knowledge and experience in HR management, public administration and local governance. Currently, he 
is serving as Dzongdag for Samtse Dzongkhag.
 
3. Thinley Namgyel - Director 
Secretary, Gross National Happiness Commission
He has MBA from University of Canberra, Australia and B.Com from Sherubtse College. He joined civil service 
as Trainee Officer in 1989 and shouldered the responsibilities of key positions under various divisions and depart-
ments under Ministry of Finance, His Majesty’s Secretariat and as the Director under GNHC. He worked with 
World Bank and has wide knowledge in policy formulations, macro-economic analysis, monitoring and evalua-
tion of projects and international financial perspectives. He is currently serving as the Secretary to Gross National 
Happiness Commission.

4. Dr. Damber Singh Kharka – Director
Director, DHI
Has a PhD in Financial Economics . Prior to joining his current assignment in 2008, he served the Royal Institute 
of Management (RIM) for 19 years as a faculty member. He is an economist by profession and a certified trainer in 
Corporate Governance and several management disciplines. His long experiences as corporate board director in 
several companies representing different economic sectors including Bhutan Telecom and as a trainer of the board 
directors provided him with sound exposure to corporate governance and performance management systems. He 
is currently serving as the Director, Druk Holding and Investments Ltd. since 2008.

2 43 1 5 6 7

BOARD Directors
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5. Karma Choden – Director
Executive Director, Keshet Foundation
She has Bachelor Degree in Commerce from Sherubtse College. She joined as trainee officer in 1991 and served 
in various positions under Credit Operations, Bhutan Development Bank Limited then Bhutan Development Fi-
nance Corporation Limited. She has extensive knowledge and experience in credit investment, project appraisal, 
money and banking, project supervision and international financing, asset liability management and worked as 
trainer for financial sector in Bhutan. She serves as the Executive Director, Keshet Foundation. 

6.Yeshi Dorji – Director
Geo-Technical Advisor, DGPCL
He did B.Sc. in Applied Geology, Indian School of Mines, Dhanbad, India and M.Sc. in Advance Engineering Ge-
ology from the University of Leeds, UK. He served in the Department of Geology and Mines (1984-2011) in var-
ious mineral exploration projects, and has been involved in many engineering geological studies. He was actively 
involved in the assessment of glacial lake outburst floods in Lunana after 1994 GLOF. He has been serving as the  
Geo Technical Advisor to DGPC since 2011. 

7. Kezang Jamtsho - CEO
Chief Executive Officer, SMCL 
He has Master Degree in Irrigation Engineering and Management from Asian Institute of Technology, Bangkok, 
Thailand and B.E Civil from Regional Engineering College, Silchar, India. He worked in various capacities in the 
Ministry of Agriculture and Forests. Before he joined the State Mining Corporation Limited, he served as the 
Commissioner, Anti-Corruption Commission of Bhutan. 
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1. Kezang Jamtsho - Chief Executive Officer 
He has Master Degree in Irrigation Engineering and Management from Asian Institute of Technology, Bangkok, 
Thailand and B.E Civil from Regional Engineering College, Silchar, India. He worked in various capacities in the 
Ministry of Agriculture and Forests. Before he joined the State Mining Corporation Limited, he served as the 
Commissioner, Anti-Corruption Commission of Bhutan. 

2. Chhimi Rinzin - General Manager (HR&A)
He has obtained Masters in Human Resource Management from Curtin University of Technology, Western Aus-
tralia. He started his career as Trainee Officer and served various ministries and agencies in different positions. 
Prior to appointment as the General Manager, SMCL he served as the Head, Human Resource Management Divi-
sion, Royal Civil Service Commission till March, 2015.

3. Sangay Rinzin - General Manager (Marketing and Sales)
Obtained Masters in Accounting from Curtin University of Technology, Western Australia. He served as a lecturer, 
in Sherubtse and Gaeddue College, RUB. He has experience in financial management and accounting, business 
research, marketing, and development of project proposals.

4. Sangay Tshering - General Manager (Project)
He did B.E Mining from Nagpur University, Maharashtra, India, and Masters in Engineering Science in Mining 
Industry Management from UNSW, Australia. Before joining the Company he served as the Head of the Mining 
Division under the Department of Geology and Mines, Ministry of Economic Affairs.

5. Dechen - Head (Accounts & Finance)
She obtained Bachelor of Business Administration from Gaeddu College of Business Studies, Royal University of 
Bhutan. Before taking up the position as Head (Accounts & Finance) at the SMCL, she worked as Finance Manager 
at the Dungsum Cement Corporation Limited.

2 3 1 4 5
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a) Introduction
On behalf of the Board of Directors and the Management of State Mining Corporation Limited (SMCL), it is a 
pleasure to present the Directors’ Report to Druk Holding and Investments (DHI) on the performance of the 
Company for the year 2017 (1st January- 31st December 2017). This is the 3rd Annual Report since its incorporation 
as a DHI owned Company.

SMCL was established with the mandate to generate revenues for the government by carrying out mining activities 
in an environmentally and socially responsive manner based on best practices.

The year 2017 has been a fruitful one for the Company. One year into the operation of its two coalmines, the Com-
pany has made a net profit of Nu.67.39 M, representing a net profit margin of 26.21%.The return on equity (RoE) 
stands at an admirable 22.78%. The Company has achieved 92.13% of its non-financial and financial compact targets.

b) Operational highlights 
The second coalmine, the Tshophangma Coal Mine, started its mining operation from August 2017. From the two 
coalmines, the Company produced 53,622.15MT of coal in 2017, surpassing the compact target of 50,000 MT. 
Coal raising is done manually to carefully segregate contaminants to avoid dilution. Machine raising is done only 
when continuous thick seams without intercalations of diluting minerals are encountered. The output per man per 
shift (OMS) of Bhutanese labourers has improved and has surpassed or is comparable to Indian counterparts, a 
significant improvement from last year. The Earth Moving Equipment (EME) hiring rates for overburden removal 
have been reduced through negotiation and secured to stabilize a major variable cost. Coal transportation contract 
is renewed at the same rates to fix another major variable cost. The efficiency in EME deployment and transport 
management is key to business viability of coal. 

The Dzongthung Stone Quarry (DSQ) development work of access road and benches construction for stone extrac-
tion and setting up the site office were completed. A 200 TPH three-stage (Jaw-Cone-VSI) Crushing Plant was pro-
cured. The challenging task of transporting heavy and bulky equipment from Samdrup Jongkhar to Dzongthung 
and Zungdi by deploying a local transport firm was successfully handled. As KHEL was delayed, the Management 
deferred commissioning of the Crushing Plant and production of aggregates to reduce operational and capital 
costs. The hiring of EME has been finalized but deferred for future deployment by extending the bid validity. 

Some of the key operational decisions taken by the Management to bring efficiencies were:
a.	 Quarry development and civil works done departmentally to cut costs and save time;
b.	 Major borrowings to finance capital costs deferred to avoid cost of finance; and
c.	 Staff recruitment deferred and already recruited ones redeployed in Tshophangma Coal Mine. 

c) Financial position and key financial performance highlights
In 2017, the Company’s total assets increased by 138% when compared to 2016 and now stands at Nu.365.35 M. The 
growth in assets was mainly due to procurement of vehicles, plant, machineries and setting up of infrastructure at 
the two coalmines and the DSQ. The Company’s net worth has increased from Nu.120.37 M to Nu.295.85 M in 2017.

There was a steep rise in the Company’s gross revenue from Nu.63.52 M in 2016 to Nu. 260.44 M in 2017. The 
increase in gross revenue was entirely due to increase in sale of coal (refer figure 1). 

Directors’ report
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       Figure 1: Revenue for 2016-17                               Figure 2: Expenses break-up

The total expenditure for the year was Nu.170.19 M with major expenses on stripping /overburden removal cost 
of Nu.91.82 M, freight outward cost of Nu.43.45 M, employee cost of Nu.22.90 M, coal raising cost of Nu.13.78 M 
and Nu.13.14 M towards depreciation and amortization (refer figure 2). 

The Company achieved a net profit margin of 26.21% since its establishment. The PAT of Nu.67.39 M was achieved 
in comparison to losses in previous years.

Marketing and Sales
Revenue from sale of coal is the single source of revenue for SMCL as the Company is in its initial phase. In 2017, 
the Company supplied coal to DCCL, Lhaki Cement and Penden Cement Authority Limited, a small market 
diversification. More than the market diversification, it heralded the arrival and taking root of another player in 
coal business in Bhutan. The Company sold 41,111.36 MT of coal generating a total revenue of Nu. 260.44 M. The 
DCCL, being the major consumer, was supplied 37,283 MT of coal. 

The monthly sales detail is shown in the figure 3 below. 

	 Figure 3: Sales in MT by Customer, 2017                 	    Figure 4: Payment received and receivables from DCCL, 2017

The Company faces severe cash flow problems. At the end of 2017, receivables from DCCL, accumulated over the 
year stand at Nu.96.35 M(refer figure 4). 

The Company continues to manage higher ash content problem with stringent quality control measures. However, 
due to inherent high ash content, penalty against ash content has deprived the Company of Nu.20.07 M.
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d) Projects

Habrang and Tshophangma Coal Mines
The two coalmines produced total 53,622.15 MT of coal against the target of 50,000 MT for 2017. The production 
from Habrang Coal Mine was 40,729.77 MT with 10,474 mandays of labour and 265.5 machine hours (8,391.4 
MT). During the 5 months of production period, (August to December) Tshophangma Coal Mine produced 
12,892.38 MT with 2,279 mandays of labour and 73.30 machine hours (2,173.38 MT). 

Dzongthung Stone Quarry
The quarry development works of constructing access road, benches and gabion wall for overburden/waste dump site 
have been completed. The access road of 2 km was constructed departmentally, resulting in cost saving of Nu.17.27 
M against the estimate of Nu.18.48 M. As KHEL was delayed indefinitely, operation of the quarry and aggregate pro-
duction was deferred. The EME hiring contract was finalized but deferred for future deployment by extending the bid 
validity. The manpower recruited are redeployed in Habrang and Tshophangma coalmines at present.

A 200 TPH three–stage (JAW, CONE & VSI), from TEREX was procured after comprehensive bench-marking. 
TEREX had quoted Nu.63 M for the three-stage as a package, inclusive of transportation till site. With two rounds 
of intense negotiations, the cost was brought down to Nu.47.63 M with transportation till Samdrup Jongkhar. The 
challenging task of transporting heavy and bulky equipment from Samdrup Jongkhar to Dzongthung and Zungdi 
by deploying a local transport firm was successfully handled. As KHEL was delayed, the Management deferred 
commissioning of the Crushing Plant and production of aggregates to reduce operational and capital costs.

Kharibari Dara Stone Quarry
A quarry was identified at Kharibari Dara under Tading Gewog, Samtse Dzongkhag and applied to DGM on 
8/3/2017. However, PFS was conducted only on 25/8/2017 and released on 21/11/2017 by DGM. In order to save 
time, geological investigation was carried out in October to November 2017. Based on the geological report, FMFS 
and EIA reports were prepared and submitted to DGM on 28/12/2017. 

Urichu Gypsum Mine
The public clearance was obtained on 13/5/2017 and was submitted to the Dzongkhag Administration, Pemagat-
shel for Dzongkhag Tshogdu’s (DT) endorsement. DT was conducted on 3/8/2017. As per DT resolution, SMCL 
was required to make a presentation to the DT members for their deliberation in the next DT.

Board and SMCL Management’s Meeting with MoEA and DGM
During the MTR, BCPM directed the Board and the Management to meet with the MoEA and DGM for confirm-
ing the allocation of the strategic minerals as specified in the TOR of SMCL.  As informed by the Board Chair-
person during the 22nd Board Meeting held on 22nd November 2017, the issues were discussed with the Director 
General of DGM. It was confirmed that the allocation of strategic minerals would be done as per the Mineral 
Allocation Framework, which MoEA was preparing. It was also informed that SMCL would not be given any pref-
erential treatment, but would be treated like any other private mining companies.

Kalanadi Coal Study
The geological investigation of the coal deposits in Kalanadi area under Samrang Gewog, Samdrup Jongkhar 
Dzongkhag was carried out departmentally to assess the reserve in terms of quality and quantity. The study was 
carried out in December 2017. The Company’s geologists have reported that there is a probable coal reserve of 
97,600 MT with ash content ranging 14.6% to 53.66%. The study was carried out with topographical mapping at 2 
M contour intervals covering an area of 89 acres. 
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e) Audit Issues 
The Company is pleased to report that there was no audit observation by the statutory auditors for the year 2017.
 
f) Board’s Recommendation of Dividend 
Upon Board’s recommendation, the Company declared 11% dividend on its paid up capital of Nu.243.99 M, cor-
responding to Nu.26.84 M.

g) Corporate Governance 
The following Board Level Committees were instituted to ensure good governance of the Company:

1.	 Human Resource Committee

2.	 Audit and Budget Committee

3.	 Tender Committee

Total of six Board Meetings were conducted during the period. Except for three Board Directors, four of them 
have visited two coalmines (Habrang and Tshophangma), and Dzongthung stone quarry. The Company has also 
instituted risk management policy and credit policy. Standard Operating Procedure (SOP) for mining and other 
functional areas are put in place. 

h) Corporate Social Responsibility
Khatoethang Chiwog under Phuntshothang Gewog had drinking water shortage since long time. As part of social 
services to the Chiwog, the Company provided drinking water supply investing Nu. 2,70,000/. The Company also 
strives to give benefits from mining to the local communities to enhance their income.

At Habrang coalmine, on average, 22 tippers every month belonging to the local individuals were engaged in 
mining. Coal raising is done through direct employment of the local workers. In 2017, about 6881 mandays were 
used with Nu.7.01 M being disbursed. Students during winter breaks were also given opportunity to work. With 
676 mandays contributed by the students, they earned about Nu.0.51 M. Similarly, a community level benefit was 
also catered to Samrang community. They had formed a committee to carry out coal raising work at Tshophangma 
coalmine. A total of 1749 mandays were engaged by the committee and earned Nu.2.02 M. 

i) Compact signed with DHI
Compact for 2017 was signed for non-financial targets of 71.5% and financial target of 28.5% with DHI. During 
the 24th Board Meeting held on 14th March, 2018, the Board assessed the achievement of Company’s compact for 
2017. The Board evaluated the achievement at 92.13% (64.83% for non-financial and 27.3% for financial targets). 

j) Challenges and Way Forward
Established by the Government, SMCL is the designated body to develop the strategic minerals as given in tri-
partite Terms of Reference (ToR) agreed among MoF, MoEA and DHI during its incorporation. The Mineral De-
velopment Policy 2017 (May) grants prerogative authority to the RGoB in allocation of strategic minerals. DGM, 
MoEA has confirmed that SMCL will not be allocated strategic minerals, but treated as any other mining company. 
Such inconsistency over strategic minerals, undermines the Company’s strategic planning and investment efforts, 
both short and long term. Indeed, the sacred Constitutional intent of inter-generational equity and sovereign 
rights over natural resources demands that mineral resources be brought under the control of the State and not be 
allowed to be squandered for the benefit of a few.
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Mines leasing require numerous clearances from local communities and government agencies. Time consuming 
processes administered by different agencies, which are mandatory for approval is a hurdle in quick decision-mak-
ing, required by nature of business. Poor precedents on compensation and other mining related problems suffered 
by project-affected families have led to a strong resistance to mining proposals. Same regulations and procedures 
are explained and interpreted contrarily. 

Coal from Bhutan has inherent higher ash content. The average ash content was 3.07% higher than the acceptable 
ash content of 20% by cement industries. Compensation for coal quality has reduced the revenue by Nu.20.07 M 
in spite of stringent quality management.

The Company supplies coal mainly to DCCL and it has been difficult to collect its receivables from DCCL. As of 
31st December 2017, receivables reached to Nu.96.35 M and it has severely affected the Company’s cash flow. 

Shortages of professionals/experts in the mining field still remain. Therefore, manpower planning is still a chal-
lenge for the Company. Coal extraction is done manually and therefore is labor intensive. Though the Company 
strives in employing Bhutanese laborers, Bhutanese workers are available on seasonal basis and not dependable. 

Coal mining has its inherent challenges due to erratic nature of coal reserves. Mine feasibility studies have limited 
degree of certainty due to swelling and pinching nature of coal seams. Faced with high degree of uncertainty on 
coal reserves, mine plans require frequent revisions and updates, which puts pressure on time and resources. 

Mining business by nature involves transportation of bulky minerals. Transportation cost is about 30-40% of total 
cost. The low carrying capacity of existing bridges and road conditions, increase transport cost, sometimes even to 
the extent of making the overall business not feasible. 

k) Acknowledgements
On behalf of the Board of Directors and the Management of SMCL, I would like to sincerely value and thank the 
Royal Government of Bhutan and DHI for having entrusted with full faith on us in developing SMCL. Further, 
Board would also like to thank all regulatory agencies and stakeholders like DGM, NECS, Dzongkhags, and Com-
munities for the support rendered to nurture and encourage the Company. 
Let me also place on record, the enormous contribution made by the Board of Directors in providing strategic di-
rections and unfailing support, particularly when the company is in the critical and initial phase of establishment. 
The success of smooth establishment of SMCL and launching it into operational phase with certain confidence are 
true reflections of your contributions. 
The Chair and the Board of Directors would like to acknowledge the hard work and leadership provided by the 
Chief Executive Officer and his team towards realizing the aspirations of the Government, People and the Share-
holder. As the Company enters into its vital operational phase, I urge the SMCL team to maintain the highest 
professionalism, dedication and hard work for the continued success of our Company for years to come.

Tashi Delek!
For and on behalf of the Board

(Dasho Karma Yezer Raydi)
Chairman
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Corporate Governance Report

The Company is committed to comply with the provisions of the Companies Act of Bhutan 2016, Corporate Gov-
ernance Code, Ownership Policy and other statutory requirements. 

The Company strives to meet the expectations and earn the trust of shareholder and stakeholders, realize corpo-
rate growth and enhance shareholder value through sound and effective corporate practices which are fundamen-
tal to the smooth, effective and transparent operation of the Company. 

The Board constitutes of seven members which are identified and appointed by DHI with subsequent endorsement 
in the general meetings. The DHI organize and conducts orientation programme for the new board members to 
prepare them on the roles and responsibilities of the board. 

a) Board Directors
Table No: 1

Sl. 
No. Name Address Date of Ap-

pointment Status Term Board on other 
DHI Companies

1 Dasho Karma Yezer Raydi CEO, Druk Holding & 
Investments Ltd (DHI) April 2016 Non-Independ-

ent Director 2nd term 
Dungsam Cement 
Corporation Ltd. 
(Chairman)

2 Dasho Sonam Wangyel Dzongdag, Samtse 
Dzongkhag July 2016 Independent 

Director 2nd term -

3 Dasho Thinley Namgyel Secretary, Gross National 
Happiness Commission March 2017 Independent 

Director 1st term -

4 Dr. Damber S. Kharka
Director, Druk Hold-
ing & Investments Ltd. 
(DHI)

April 2016 Non-Independ-
ent Director 1st term

Bhutan Telecom 
Ltd. (Board Direc-
tor)

5 Mrs Karma Choden Executive Director, Kesh-
et Foundation March 2017 Independent 

Director 2nd term

Royal Insurance 
Corporation of 
Bhutan Ltd. (Board 
Director)

6 Mr Yeshi Dorji
Geo-tech Advisor, Druk 
Green Power Corpora-
tion Ltd.

March 2017 Non-Independ-
ent Director 2nd term -

7 Mr Kezang Jamtsho CEO, State Mining Cor-
poration Ltd. July 2016 Non-Independ-

ent Director 1st term -

b) Board Meetings 
Board Directors play an active role in the Board Meetings through contribution of their professional opinions and 
active participation in discussion. The Board met six times during the year and quorums for each of these meet-
ings were duly met. The dates for the Board meetings are decided in advance and communicated to the Directors. 
Agenda, along with necessary explanatory notes are sent to the Directors before the meetings. 
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The attendance record of each of the directors for the Board meetings held during 2017 is listed as follows:

Table No: 2
Sl. No. Board Meetings Held Board Directors Attendance

1
18th Board Meeting   Venue: DHI Confer-
ence Hall, Thimphu 
Date: 17/02/2017

Dasho Karma Yezer Raydi, Chairman Present
Dr. Damber S. Kharka Present
Mr. Yeshi Dorji Present
Mrs. Karma Choden Present
Mr. Kezang Jamtsho Present
Dasho Sonam Wangyel Apologies

2
19th Board Meeting   Venue: DHI Confer-
ence Hall, Thimphu 
Date: 23/05/2017

Dasho Karma Yezer Raydi, Chairman Present
Dr. Damber S. Kharka Present
Dasho Thinley Namgyel Present
Mrs. Karma Choden Present
Mr. Yeshi Dorji Present
Mr. Kezang Jamtsho Present
Dasho Sonam Wangyel Apologies

3
20th Board Meeting   Venue: DHI Confer-
ence Hall, Thimphu
Date: 25/07/2017

Dasho Karma Yezer Raydi, Chairman Present
Dr. Damber S. Kharka Present
Dasho Sonam Wangyel Present
Mrs. Karma Choden Present
Mr. Kezang Jamtsho Present
Mr. Yeshi Dorji Apologies
Mr. Thinley Namgyel Apologies

4 21st Board Meeting   Venue: Jigme 
Namgyel Engineering College, Dewathnag                    
Date: 14/10/2017

Dasho Karma Yezer Raydi, Chairman Present
Dr. Damber S. Kharka Present
Mr. Yeshi Dorji Present
Mrs. Karma Choden Present
Mr. Kezang Jamtsho Present
Dasho Sonam Wangyel Apologies

Dasho Thinley Namgyel Apologies

5
22nd  Board Meeting Venue: DHI Confer-
ence Hall, Thimphu 
Date: 22/11/2017

Dasho Karma Yezer Raydi, Chairman Present
Dr. Damber S. Kharka Present
Dasho Thinley Namgyel Present
Mr. Yeshi Dorji Present
Mrs. Karma Choden Present
Mrs. Kezang Jamtsho Present
Dasho Sonam Wangyel Apologies

6
23rd Board Meeting   Venue: Hotel Bhutan 
Ga Me Ga, Phuentsholing
Date: 29/12/2017

Dasho Karma Yezer Raydi, Chairman Present
Dasho Sonam Wangyel Present
Mr. Yeshi Dorji Present
Mrs. Karma Choden Present
Mr. kezang Jamtsho Present
Dasho Thinley Namgyel Apologies
Dr. Damber S Kharka Apologies
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c) Board Committees
The three Board Committees: Board Audit Committee (Finance and Budget Committee), Board HR Committee, 
and Tender/Procurement Committee assist the Board in execution of its responsibilities. 

Board Audit Committee
The Board Audit Committee constitutes of three members who are independent directors. The committee met 
three times during the period

Table No. 3
Sl No Member Chairman No. of Meeting held Attendance

1 Karma Choden 

Karma Choden 4th  meeting held on  25/07/2017

Present
2 Dasho Sonam Wangyel Present
3 Dasho Thinley Namgyel Apologies
1 Karma Choden 

 Karma Choden 5th meeting held on 22/11/2017 

Present
2 Dasho Thinley Namgyel Present
3 Yeshi Dorji Present
1 Karma Choden 

Karma Choden 6th meeting held on 13/12/2017 

Present
2 Dasho Thinley Namgyel Present
3 Yeshi Dorji Apologies

Board HR Committee
The Board HR Committee constitute three members where the independent director is the chairman of the com-
mittee. The committee meets as and when required.

Table No. 3.1
Sl. No Member Chairman No. of Meeting held Attendance

No. of meeting held Attendance -
1 Yeshei Dorji Chairman -
2 Dr. Damber S. Kharka Director -
3 Kezang Jamtsho Director -
4 Dasho Sonam Wangyel Director -

Board Tender/Procurement Committee
Table No. 3.2

Sl. No Member Chairman No. of Meeting held Attendance
1 Dr. Damber S. Kharka

Dr. Damber S. Kharka 2nd meeting held on  16/02/2017
Present

2 Dasho Karma Yezer Raydi Present
3 Kezang Jamtsho Present
1 Dr. Damber S. Kharka

Dr. Damber S. Kharka 3rd meeting held on 11/04/2017 
Present

2 Dasho Karma Yezer Raydi Present
3 Kezang Jamtsho Present
1 Dr  Damber S. Kharka

Dr. Damber S. Kharka 4th meeting held on 08/05/2017 
Present

2 Dasho Karma Yezer Raydi Present
3 Kezang Jamtsho Present
1 Dr. Damber S. Kharka

Dr. Damber S. Kharka 5th meeting held on 07/06/2017 
Present

2 Dasho Karma Yezer Raydi Present
3 Kezang Jamtsho Present
1 Dr. Damber S. Kharka

Dr. Damber S. Kharka 6th meeting held on 09/11/2017 
Present

2 Dasho Karma Yezer Raydi Present
3 Kezang Jamtsho Present
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 d) Board Remuneration
The Board remuneration and CEO’s remuneration paid during the year are given below:

Table No: 4 Remuneration of Directors
Board Sitting fee Nu. 316,000

Sub Committee sitting fee Nu. 178,000

Table No: 4.1 Remuneration of CEO
Expenses Head Amount(in Nu)
Basic Pay 974,400
Allowances 584,640
GPF Contribution (Employer) 107,184
Travelling expense of  CEO 313,045
Sitting fees 56,000
Leave Encashment 82,400
Leave Travel Concession 15,000
Total 2,132,669

e) Annual General Meeting
The Annual General Meeting for 2017 was held on 14th March, 2018 at Ro-Chogpel Hotel, Thimphu. 
Key highlights of the meeting.

•	 Three Directors, Dasho Karma Yezer Raydi, Chairman, Dr. Damber S. Kharka and Dasho Sonam Wangyel 
have completed their terms. The AGM approved the reappointment of Dasho Karma Yezer Raydi and 
Dasho Sonam Wangyel. Mr. Loday Phuntsho, DHI has been appointed in place of Dr. Damber S. Kharka 
with effect from 14 March, 2018.

•	 Declared dividend of Nu. 26.84 M.

f) Risk Management Systems 
The mineral resources extraction and management happens in a highly competitive market environment on the 
one hand and depleting mineral resources trend on the other, which dictates the need to manage the whole supply/
demand chain to stay competitive. Such an environment for mining business calls for continuous appraisal of op-
erations and their associated risks. The Company risk management is guided by its policy that explicitly provides 
through a framework, how every employee must recognize risks at work places and be prepared with required 
actions in the interests of the Company, employees and the communities. 

Effective risk management facilitates the company’s business development and operation by identifying the risks 
from time to time and proactively managing them. 

The Board is responsible for ensuring that sound and effective risk management and internal control systems are 
maintained, while management ensures the sufficient and effective operational controls over the key business pro-
cesses are properly implemented with regular review and update.  
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The following are the key risk identified and mitigation measures put in place:

Sl. No Key risk identified Description of risk Mitigation measures in place

1 Strategic risk Non-conformity at policy level Board level discussions with external stakeholders is con-
tinuing 

2 Financial risk Delay in payment by customers Strategies in place to improve credit recovery 

3 Operational risk

Poor inherent coal quality Coal grading system in extraction and stocking in practice
Inefficient controls of hired EMEs and 
workforce at mines Daily OMS monitored

Skills shortages Need based training of the existing employees and reten-
tion strategies in place 

g) Corporate Social Responsibility 
Khatoethang Chewog under Phuntshothang Gewog had drinking water shortage since long time. As part of social 
services to the Chewog, the Company provided drinking water supply investing Nu. 2,70,000/. The Company also 
strives to give benefits from mining to the local communities to enhance their income.

At Habrang coalmine, on average, 22 tippers every month belonging to the local individuals were engaged in min-
ing. Coal raising is done through direct employment of the local workers. In 2017, about 6881 mandays were used 
with Nu. 7.01 M being disbursed. Students during winter breaks were also given opportunity to work. With 676 
mandays contributed by the students, they earned about Nu.0.51 M.

Similarly, a community level benefit was also catered to Samrang community. They had formed a committee to 
carry out coal raising work at Tshophangma coalmine. A total of 1749 mandays were engaged by the committee 
and earned Nu.2.02 M. 

In addition to above, the Company has also sponsored for cultural and sport events in schools and made donations 
either cash or in kind (use of machines/vehicles) during religious events and constructions and renovations of 
lhakhangs.

h) Policies and Practices of CEO and Board Evaluation 
The shareholder ensures that the Board has an appropriate balance of skills, qualities and characteristics so that 
each board member is equipped with the proper tools and motivation to carry out the responsibilities. The evalu-
ation of individual Directors focuses on the contribution of the Director to the company as specified in the Board 
Charter. The Board evaluates the performance of the CEO on annual basis (Leadership competencies and attrib-
utes 20% and achievement of Annual Compact 80%).
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INDEPENDENT 
AUDITORS’ REPORT

Title page.indd   17 6/21/18   10:06 AM



18 State mining corporation limited Annual report 2017

Title page.indd   18 6/21/18   10:06 AM



19State mining corporation limitedAnnual report 2017

Title page.indd   19 6/21/18   10:06 AM



20 State mining corporation limited Annual report 2017

 iii      the Statement of Financial Position, the Statement of Comprehensive Income, the Statement of 
           changes in Equity and the Statement of Cash Flows dealt with by this report are in agreement    
            with the books  of   account.
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vii.     Based on the information, explanation and management representation received during the 
course of our audit, the                                  

           company has compile with all the applicable and relevant legal and regulatory requirements.

Title page.indd   21 6/21/18   10:06 AM



22 State mining corporation limited Annual report 2017

Title page.indd   22 6/21/18   10:06 AM



23State mining corporation limitedAnnual report 2017

Title page.indd   23 6/21/18   10:06 AM



24 State mining corporation limited Annual report 2017

Title page.indd   24 6/21/18   10:06 AM



25State mining corporation limitedAnnual report 2017

Title page.indd   25 6/21/18   10:06 AM



26 State mining corporation limited Annual report 2017

Title page.indd   26 6/21/18   10:06 AM



27State mining corporation limitedAnnual report 2017

financial 
statements

Title page.indd   27 6/21/18   10:06 AM



28 State mining corporation limited Annual report 2017

Title page.indd   28 6/21/18   10:06 AM



29State mining corporation limitedAnnual report 2017

Title page.indd   29 6/21/18   10:06 AM



30 State mining corporation limited Annual report 2017

Title page.indd   30 6/21/18   10:06 AM



31State mining corporation limitedAnnual report 2017

Title page.indd   31 6/21/18   10:06 AM



32 State mining corporation limited Annual report 2017

Title page.indd   32 6/21/18   10:06 AM



33State mining corporation limitedAnnual report 2017

Title page.indd   33 6/21/18   10:06 AM



34 State mining corporation limited Annual report 2017

Title page.indd   34 6/21/18   10:07 AM



35State mining corporation limitedAnnual report 2017

Title page.indd   35 6/21/18   10:07 AM



36 State mining corporation limited Annual report 2017

Title page.indd   36 6/21/18   10:07 AM



37State mining corporation limitedAnnual report 2017

Title page.indd   37 6/21/18   10:07 AM



38 State mining corporation limited Annual report 2017

Title page.indd   38 6/21/18   10:07 AM



39State mining corporation limitedAnnual report 2017

Title page.indd   39 6/21/18   10:07 AM



40 State mining corporation limited Annual report 2017

Title page.indd   40 6/21/18   10:07 AM



41State mining corporation limitedAnnual report 2017

Title page.indd   41 6/21/18   10:07 AM



42 State mining corporation limited Annual report 2017

Title page.indd   42 6/21/18   10:07 AM



43State mining corporation limitedAnnual report 2017

Title page.indd   43 6/21/18   10:07 AM



44 State mining corporation limited Annual report 2017

Title page.indd   44 6/21/18   10:07 AM



45State mining corporation limitedAnnual report 2017

Title page.indd   45 6/21/18   10:07 AM



46 State mining corporation limited Annual report 2017

Title page.indd   46 6/21/18   10:07 AM



47State mining corporation limitedAnnual report 2017

Title page.indd   47 6/21/18   10:07 AM



48 State mining corporation limited Annual report 2017

Title page.indd   48 6/21/18   10:07 AM



49State mining corporation limitedAnnual report 2017

Title page.indd   49 6/21/18   10:07 AM



50 State mining corporation limited Annual report 2017

Title page.indd   50 6/21/18   10:07 AM



51State mining corporation limitedAnnual report 2017

Title page.indd   51 6/21/18   10:07 AM



52 State mining corporation limited Annual report 2017

Title page.indd   52 6/21/18   10:07 AM



53State mining corporation limitedAnnual report 2017

Title page.indd   53 6/21/18   10:07 AM



54 State mining corporation limited Annual report 2017

Title page.indd   54 6/21/18   10:07 AM



55State mining corporation limitedAnnual report 2017

Title page.indd   55 6/21/18   10:07 AM


