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THE YEAR IN REVIEW

The year 2019 began on an upbeat note. The Khothakpa Gypsum Mine (KGM) came under the Company’s portfolio. We
welcomed the new business with gratitude and excitement. The inauguration ceremony was conducted on the very first
day of the year. The result at the end of the year was truly motivating, The hard work paid off and made us all rejoice,
especially those who toiled in difficult field working conditions. Hence, we dedicate our successful year 2019 to our field

staff.

The profit after tax (PAT) achieved was Nu.336.35 M compared to Nu.91.39 M in 2018, which exceeded the Compact
target of Nu.320 M. The annual growth in PAT at 268% was phenomenal. The overall profit margin increased to 23.93%
from 20.38%. The return on equity (RoE) more than doubled to 49.33% from 24.43%. This growth was spurred mainly
by gypsum business. To leverage business, addition of lucrative projects to a Company’s portfolio is crucial. We thank the
Royal Government for granting the gypsum business to SMCL.

Mining operation involves deployment of heavy machineries and appropriate technology is key in improving efficiency.
In a constant race against time, adopting appropriate technology saves time. SMCL procured two Down The Hole (DTH)
drilling machines. A DTH replaced the jackhammers in KGM and produced excellent result. For the first time in the
history of gypsum mining, the annual production crossed 500000 MT. The other DTH was introduced in Tshophangma
Coal Mine, to deal with hard sandstone encountered as over and inter burdens. We were forced to bring it by the last quar-
ter as the coal production was only 60% of the annual target. With its deployment, the last quarter made up the backlog
and even exceeded the annual production target by a few thousand metric tons. On top of increasing efficiency, DTH
minimizes drudgery and exposure to occupational risks

Significant cost saving was achieved through a simple change. Locally fabricated screens were used to reduce unnecessary
load on crushing plant in KGM. The normal practice observed was to feed “everything” into the crusher by truckloads.
Gypsum when extracted contains about 20-30% gypsum dust and fines below 100 mm, besides lumps. The crusher is
used to break lumps to below 100 mm size. Two big screens, 100 mm mesh size, were installed at the mining pit. Trucks
unloaded gypsum onto the slanting screen and anything below 100 mm was screened. The product was sold as screened
gypsum or gypsum dust. This simple innovation, which came from observations of loading “everything” into the crush-
er, significantly reduced the load on the crushing plant. Load reduction directly converted into improved efficiency as
more lumps could be crushed. It even gave us a bonus, an option to produce gypsum during crusher breakdowns, ensur-
ing uninterrupted supply in the market.

Mining operation involves excavation and removal of overburden to expose minerals. It involves heavy earth moving
operation and it is a nuisance to local people. This consideration made SMCL adopt the concept of “broad-based’ ben-
efits sharing with the local people by engaging them in mining operations. Incidentally, KGM offered the first opportu-
nity to operationalize this concept. A legal entity formed by the public of Shumar Gewog pooled money and procured
earth-moving equipment (EME). We have been deploying their EME on contract. This effort has been generating the
win-win synergy and so far has done well. SMCL will promote this concept and make such efforts, where feasible.

For the first time, our revenue crossed the Nu. 1 B mark in the third quarter. The revenue for the year reached Nu. 1.43 B,
against the Compact target of 1.24 B. By comparison, SMCL’s revenue in 2018 was just Nu. 449.72 M. The expenditure
was Nu.952.25 M. Out of this, Nu. 643.394 M, (>67%) was ploughed back to the local economy through disbursements
for EMEs, transportation, labor and petty contracts. We strongly believe that such collaborative effort in broad-based
benefits sharing in mining operations is helpful to the local people.

For the first time, the dividend declared crossed the 100% mark. 108% of equity of Nu. 293.99 M, corresponding to Nu.
317.51 M was declared as dividend. SMCL has been making profits over the past three successive years. The net worth
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accumulated as on 31 December 2019 was Nu. 681 M. With great satisfaction, we can safely say that SMCL has become
a profit making and an asset creating Company.

Quick response to solve the problems at site is key to successful field operations. Delayed response, however good it may
be, cause loss of precious time. The Management‘s constant endeavor to support the field operation is reciprocated by
the Board through prompt decisions. At times we have taken the Board’s approval through email in the interest of time.
Corporate good governance and field activities would suffer if such mutual understanding is absent. The Management
truly values the high confidence the Board has on us. The Management would like to sincerely thank the Board and DHI
for their high confidence, strategic guidance and support in building SMCL as a performing mining Company.

SMCL has to liaise and work closely with the regulatory authorities. The Management would like to thank regulatory
agencies and stakeholders namely, Department of Geology and Mines, National Environment Commission, National
Land Commission, Department of Forests and Park Services, their subsidiary field offices, Dzongkhags, Dungkhags,
Gewogs and Communities for their services and support.

Finally, the Management and employees pledge our sincere commitment to work hard to sustain our performance from

year to year.

Tashi Delek!

Kezang Jamtsho
Chief Executive Officer
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COMPANY PROFILE

The Royal Government of Bhutan envisioned the
noble concept of establishing a state entity realizing the

MISSION

potentials of mining sectors’ contribution to the nation’s

socio-economic development and expand economic

opportunities, create jobs, and generate revenue for the VA

country. During the 45th Lhengyel Zhungtshog, The

Royal Government of Bhutan decided the formation of

State Mining Corporation Limited (SMCL). SMCL was

incorporated under the Companies Act of Kingdom

of Bhutan as DHI’s 100% subsidiary company on 31*

December 2014.

VISION

Be the leading company in sustainable mineral resources

management to distribute the national wealth to the

people of Bhutan.

ORGANIZATION CHART

Explore and develop mineral resources in a responsible
manner for intergenerational equity.

LUES

Integrity - Conduct business with honesty and
transpatrency at highestlevel 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.

Officer
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BOARD DIRECTORS

DASHO KARMA YEZER RAYDI — CHAIRMAN.
CHIEF EXECUTIVE OFFICER —-DHI

Dasho Karma Yezer Raydi has Master degree in Geotechnical Engineering from Nippon
Institute of Technology, Saitama, Japan and Bachelor Degree in Civil Engineering,
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 since then
he shouldered important positions in ministries, 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.

THINLEY NAMGYEL
SECRETARY- GROSS NATIONAL HAPPINESS COMMISSION

He has MBA from University of Canberra, Australia and Bachelor of Commerce from
Sherubtse College, Bhutan. He joined civil service as Trainee Officer in 1989 and shoul-
dered the responsibilities of key positions under various divisions and departments un-
der Ministry of Finance, His Majesty’s Secretatiat and as the Director under GNHC.
He worked with World Bank, Washington DC as short term consultant. He has wide
knowledge in policy formulations, macro-economic analysis, monitoring and evaluation
of projects and international financial perspectives. He is currently serving as the Secre-
tary to Gross National Happiness Commission.

SONAM WANGYEL
DZONGDAG- DZONGKHAG ADMINISTRATION, SAMTSE

He has Master degree in Curriculum Studies from University of New England,
Armidale, NSW, Australia and Bachelor of Education from NIE, Samtse. He joined
the civil service in 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,

GELEY NORBU
DIRECTOR - NATIONAL LAND COMMISSION, THIMPHU

He has obtained Master’s Degree in Urban and Regional Planning from University of
Sydney, Australia and Bachelor of Architecture from Maulana Azad National University
of Technology, India in the year 2000. He joined civil service as Urban Planner and
served under Ministry of Works and Human Settlement. He served as Chief Urban
Planner under Thimphu Thromde from 2009 till he was transferred to National Land
Commission as the Director in 2017. He has extensive experience in urban planning,
implementation of Asian Development Bank and World Bank projects in Bhutan, land
and property related disputes resolutions, resettlement programs and instituted systems
and processes in various organizations. Served as the member to the drafting of legis-
lations related to land, municipal, building, planning and by-laws. He delivered online
course on behalf of World Bank to international participants.
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JIGME THINLEY
SENIOR ANALYST - DHI THIMPHU

He has Bachelor of Commerce (Accounting and Management) from Sherubtse
College and Master of Business Administration (Finance) from the Australian
National Universityty. He started his career as Revenue Officer in Bhutan Telecom
Limited. He served in DHI from 2008 -2019 as senior financial analyst, Head of
Finance Division. He developed financial policies and tax strategies for DHI and
its group, primarily engaged in project viability analysis, financial and operational
performance analysis of companies, and 5-year investment and financing plan.
Currently he is serving as the General Manager, Finance Division, Bhutan Telecom

KEZANG DEKI
CHIEF ENGINEER - DEPARTMENT OF INDUSTRY, MOEA

She has Master’s Degree in Engineering (Specialization in Structural) from the
University of Melbourne, Australia and B. Tech. in Civil Engineering from Indian
Institute of Technology (IIT) Roorkee, India. She joined civil service in 2004 and
served under Thimphu Thromde till 2008. Prior to her transfer to MoEA in 2015 she
worked under Ministry of Works and Human Settlement. She has been heading the
Industrial Infrastructure Development Division, Department of Industry, MoEA as
the Chief Engineer since 2016

KEZANG JAMTSHO
CHIEF EXECUTIVE OFFICER- SMCL

He has Master’s Degree in Irrigation Engineering and Management from Asian
Institute of Technology, Bangkok, Thailand and Bachelor’s Degree in Civil
Engineering 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 and completed his term as the Commissioner, Anti-
Corruption Commission of Bhutan.
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MANAGEMENT TEAM
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From top: CEO and Corporate staff, Second: Habrang Coal Mines staff, Third: Tshophangma Coal Mine Staff
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KEZANG JAMTSHO

CHIEF EXECUTIVE OFFICER
He has Master’s Degree in Irrigation Engineering and Management from Asian Institute of Technology, Bangkok,

Thailand and Bachelor’s Degree in Civil Engineering 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 and completed his term as the Commissioner, Anti-Corruption Commission of Bhutan.

SANGAY RINZIN

DIRECTOR, MARKETING & LOGISTICS
He has obtained Masters in Accounting from Curtin University of Technology, Western Australia in 2005. He served
as the Dean, Research and Industrial Linkages in Gaeddu College of Business Studies and as Research Consultant
for Institute of Management Studies in Marketing and Management. He has experiences in financial management and
accounting, business research, marketing, and development of project proposals.

CHHIMI RINZIN
GENERAL MANAGER, HR & A

He has obtained Masters in Human Resource Management from Curtin University of Technology, Western Australian
20006. 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 Division, and Royal
Civil Service Commission till March, 2015.

SANGAY TSHERING

GENERAL MANAGER, PROJECT & MINES
He completed his middle secondary study from Drugyel High School, higher secondary from Sherubtse College, Bhutan,
Bachelors of Engineering in Mining from Nagpur University, Maharashtra, India, and Masters in Engineering Science in
Mining Industry Management from University of New South Wales at Sydney, 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.

KELDEN JATSHO
HEAD, ACCOUNTS & FINANCE

He obtained his Bachelor of Commerce from Kurseong College, North Bengal University, India. He started his carrier
as contract teacher in 2010. Later from August 2012 he joined as Accounts & Finance Officer in Bhutan’s first Private
Fund Management Company. Before taking up the position as Head (Accounts & Finance) at the SMCL, he worked as
Assistant Manager (Accounts) at the Army Welfare Project Limited (AWPL)
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DIRECTORS’ REPORT

To the Shareholders

It is my honour and privilege, as the Chairman of the Board of Directors of SMCL, to present the Directors’ Report for
the year 2019.

The year 2019 has been a highly successful one for SMCL. The Company has achieved profit after tax (PAT) of Nu.336.35
M compared to Nu.91.39 M in 2018, surpassing the Compact target of Nu.320 M. The increase in PAT is 268% when
compared to 2018. The PAT achieved translates into the overall profit margin of 23.93% compared to 20.38% in 2018.
The return on equity (RoE) has soared to 49.33% from 24.43% in 2018. Such a jump in SMCL’s business prospect and
its profit was due to granting of Khothakpa Gypsum Mines (KGM) to SMCL by the Government for an interim period
of two years. Hence, to leverage business and sustain its growth, addition of lucrative projects to a Company’s portfolio
is crucial.

OPERATIONAL HIGHLIGHTS

On 22 October 2018, the Government granted to SMCL the operation of the Khothakpa Gypsum Mines for an interim
period of two years. The Government’s directive was to carry out a seamless takeover and maintain the gypsum markets
in the region. In hindsight, it is gratifying to note that SMCL has achieved the seamless transition and even passed the
harder litmus test set by DHI in Compact 2019 on gypsum operation.

With just Nu 55.20 M as investment in KGM, the Company has achieved a PAT of Nu 248 M, with a high profit margin
of 28.36%. The production achieved was 512,218 MT surpassing the target of 460,000 MT and the sale achieved was
488,000 MT surpassing the target of 450,000 MT. The return on per metric ton of gypsum achieved may be the highest
in the history of gypsum business, which was Nu. 508.0

The grant of gypsum operation to SMCL offered the opportunity of a different kind, to engage the community in
benefits sharing, which we have been promoting in coal operation. Seizing this opportunity of broad based benefits
sharing from mining operations, SMCL outsourced the equipment hiring to the community of Shumar Gewog. The
households from the Gewog collected money and invested in purchase of earth moving equipment, which have been
deployed successfully by us. Similarly, transportation of gypsum to Samdrup Jongkhar Stockyard was offered to individual
freelance transporters at the existing rates. We even provide fuel to the permanent freelance transporters, who also enjoy
advantage in terms of better rates when compared to “backload” truckers.

The Management realized the need to adopt appropriate technology in the mining operation to improve operational
efficiency, right from the beginning, Hence, a DTH drill machine was opted in place of several jackhammers and ordered
in January 2019, which started its operation by February 2019. DTH with larger drill holes and explosive resulted in
better production of gypsum. SMCL extracted more than 5 lakh metric ton of gypsum, which was never done before.
Another innovative idea was deployed. A locally fabricated screen was used to segregate gypsum below 120 mm and
was supplied as screened gypsum. Previously, gypsum from the mines was fed into the crusher and supplied as crushed
gypsum. Segregation by screening reduced load on the crusher, reducing cost of crushing. The additional benefit was
the availability of gypsum for supply during crusher breakdowns. The innovative idea, in fact emerged from the need for
continuous supply of gypsum during crusher breakdowns.

Coal mining is becoming more challenging as we go deeper down the slope, due to increasing overburden height in an
open cast mining operation. Both Habrang and Tshophangma Coal Mines have massive overburden to be managed. In
Tshophangma, coal is trapped in between hard sandstones where rock breakers and jackhammers were not effective. The
coal production by the end of 3rd QTR, 2019 was only about 60% of 75,000 MT target.

Learning from KGM success of DTH, the Company on emergency mode ordered a DTH by end of September 2019.
By third week of October 2019, the DTH was in operation at site. With this prompt action we achieved the production
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of 77,670 MT, surpassing the target of 75,000 MT.

The Company reduced the poor quality coal stock by strategizing sales. Acceptance of higher ash content in coal by
cement plants in the face of scarcity in the markets helped our sales. The total sale achieved in 2019 was 86,115.73 MT,
much higher than the target of 70000 MT.

PFS study for area extension for Tshophangma Coal Mines was approved by DGM. Similarly, prospecting and PFS study
for Kalanadi Coal Mines was submitted for approval. Further progress for both is held up with forest clearance since it
was informed that the area falls within prime wild life habitat for Asiatic Elephant and Royal Bengal Tiger. For Kalanadi
Coal Mines, clearance was rejected as the proposed area falls within Jomotshankha Wild Life Sanctuary and is the corridor
between Jomotshangkha and Sakten Wild Life Sanctuaries.

Bhutan coal’s main drawback is the high ash content. The Company is setting up a coal washery in Bhangtar to proactively
manage it. The Company has completed the detail topographical survey, design, layout plan and the civil foundation
works. The award for purchase of plant equipment and structure was also completed. The total project cost is estimated
within Nu 30 M.

In Dzongthung Stone Quarry operations, intense cost reduction strategies were exercised. Mining and crushing operation
were matched to the local demand. After the third quarter, only mining to meet the target was done and crushing was
suspended to cut costs since stock was available. The employees and EMEs were redeployed in other mines. Sale of
23,013 MT catered to the local demand. An additional quarry site, adjacent to the existing one, was prospected to
supplement the reserve if need be.

In Kharabaridara Stone Quarry, mine access road and formation cutting at the top bench was completed. The Company
constructed approach road on cost sharing basis with two other private mining companies. Detailed study on high tech
equipment and crushing technology was assessed for production and supply of ballast. However, with the business of
ballast with Northeast Frontier Railways not coming, the mine was temporarily closed. The manpower and EMEs were
redeployed to other mines.

Sunkosh Stone Quarry’s operational plans were prepared and the draft FMIES & EIA was submitted to DGM & NECS

for approval.

In Human Resource Management, the Company exercised utmost due diligence in recruitment, which has been its
practice since its incorporation. The number of staff increased to 154 in 2019 from 81 in 2018.

FINANCIAL POSITION AND KEY FINANCIAL PERFORMANCE HIGHLIGHTS

FINANCIAL POSITION

The Company has achieved PAT of Nu. 336.35 M, surpassing the Compact target of 320 M. The increase in PAT is
268% when compared to 2018. The PAT achieved translates into an overall profit margin of 23.93% and with an excellent
return on equity (RoE) of 49.33%.

INCOME

The total revenue for the year was Nu. 1,432.75 M, against the compact target of 1,239 M, which is an increase by
218.58% as compared to Nu. 449.72 M in 2018. The sharp rise in revenue was mainly due to revenue from gypsum.
About 61.04% of the total revenue was contributed from gypsum sales, 37.38% from coal sales, 1.09% from quarries
sales and 0.49% by corporate income mainly from FD interest.
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EXPENDITURE

The total expenditure increased from Nu.325.60 M in 2018 to Nu.952.25 M in 2019. The increase in expenses was due to
addition of gypsum business. Expenses recorded in books of accounts are: Nu 520.28 M on Gypsum, Nu.348.35M on
Coal, Nu.42.70M on Dzongthung Stone Quarry, Nu.39.20M on corporate and depreciation on assets and Nu. 1.70 M on
setting up of Kharbaridara Stone Quarry.

PROFITABILITY

Financial year 2019 was an exceptional year with PAT of Nu. 336.35 M, where in the past PAT has not crossed Nu. 100
M. The increase in PAT by 268% (from Nu. 91.39 M to Nu. 336.35 M) was mainly due to additional gypsum business and
also some increase in sale of coal from the two coalmines. The gypsum business realized PAT of Nu. 248.029 M and coal
business realized PAT of Nu 131.035 M absorbing the loss of Nu. (18.961) M incurred from operation of Dzongthung
Stone Quarry and the Corporate Head Office expenditure of Nu. 22.561M. Overall profitability was 23.93%, which is an
increase from 20.38% in 2018

CASH FLOW

The Company is pleased to report that there was an increase of 201.45% in cash flow position from Nu. 63.24 M in 2018
to Nu 190.64 M in 2019. The cash flow constituted: Nu. 874.61 M from sale of gypsum, Nu. 531.54 M from sale of coal
and Nu 15.61 M. from sale of quarry products.

The major cash flow were used to meet operating & capital expenses and paid off the short-term working capital loan
of Nu 55.24 M.

AUDIT ISSUES
The Company is pleased to report that there was no audit observation by the Statutory Auditors for the year 2019.

BOARD'S RECOMMENDATION OF DIVIDEND

With the increase in the financial performance of the Company in the year 2019, the declaration of dividend to the
shareholders is recommended at 109%, amounting to Nu.320.449 M. Recommended dividend declaration increased from
22% (Nu. 64.68 M) in 2018 to 109% (Nu. 320.449) in 2019. The increase in dividend is 395.44%.

CORPORATE GOVERNANCE

The Company adheres to the provision of the Corporate Governance Code (CG Code), and Ownership Policy of the
Druk Holding and Investments Limited (DHI), the Companies Act of the Kingdom of Bhutan, 2016 and other statutory
requirements. All members of the Board were identified and appointed by DHI with subsequent endorsement in the
Annual General Meeting.

The Company’s Board comprised of seven Board Directors including the Chief Executive Officer. The Company
conducted seven Board Meetings, and an Annual General Meeting. The Company had three Board Level Committees
in place — Board Audit and Budget Committee, Board HR Committee, and Board Tender Committee and conducted
meetings three, four and two times respectively.
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CORPORATE SOCIAL RESPONSIBILITY

SL.NO BENEFICIARIES AMOUNT (NU)
1 Deep freezer for Samdrupcholing BHU 1 24,985.00
5 Culture & religious events (Construction/renovation/preservation of lhakhangs, chort- 479 675.00
ens and other monuments) & Community Development T

3 Private sector development 100,000.00
4 Schools, institutes & colleges 215,000.00
5 National Events 392,333.33

TOTAL 1,211,993.33

The above figures show what was budgeted for CSR. The Company believes in what we term as “beyond CSR”, our
constant focus and efforts in sharing and accruing benefits to local community and small to medium businesses. We
outsource EMEs and transport contracts to local firms, community groups and freelance family business undertakings.
We prefer using local expertise, work force and materials in our project work. We use the local labor force to do all
manual jobs. We award petty works to local groups through negotiated rates. Only for resources not available in the local

populace, we venture outside to meet our requirements.

BEYOND PROFITS: SHARING BENEFITS WITH THE COMMUNITIES

In 2019, the total revenue raked in was Nu. 1432.75M. Total expenditure was Nu 952.25M. Barring some capital
expenditure, major portion from the total expenditure was ploughed back into the local community and businesses by
way of the above activities. In terms of tax and dividend, Nu. 480.50 M went to the national exchequer. As shown in
Table, major portion (>67% of total expenditure) of the expenditure is ploughed back into the local community and
businesses.

Details of expenditures pumped into local community and businesses

Particular Details Nos Amount Remarks
EMEs hired 44 27 nos of excavator, 2 nos of rock breaker, 2
231,477,284.09 backhoe loader and 2 pay loader

Tippers hired 81 60 tippers and one water tanker

EMEs & tippers o Gypsum transported from Pema Gatshel to S/
Preclance individual Jongkhar & Coal transported from Habrang

i - i 101.72 .
Tlppcirs Transportation 679 394,806,101.7 Coal Mines to Nanglam, Gomtu, Gelephu and
of minerals .
P/ling.
Construction Contract works 2 673,581.98 Road maintenance
Operators 44
Drivers 760
Coal raisers (including .
Manpower 105 12,352,612.89 Awarded on per MT basis
66 students)
Engaged
Daily wage earners 32 2,220,439.00
Construction workers 56 1,864.050.48 Labour cbarges for gabion wall and ancillary
construction works, 8 packages

Total 997 643,394,970.16

Private sector development has become the bone of contention in the mining and minerals sector. Nurturing local
community and businesses by partnering with them in mining operations to share benefits, we believe is private sector
development at the grassroots level besides bridging the gaps in society. 1f this definition carries some meaning, then
involving the state in mining operation gives better overall return to the nation as a whole.
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CHALLENGES AND WAY FORWARD

SMCL was established as the designated body by the Government to develop and manage strategic minerals. This mandate
is explicit in the Tripartite Terms of Reference (ToR) agreed and signed among MoF, MoEA and DHI. However, the
Mineral Development Policy 2017 grants the prerogative to allocate strategic minerals to the Government. As the mining
bill has been cleared by the Lower House with emphasis on privatization, the future role of SMCL may be curtailed.
Further SMCL faces dilemma in our investment strategies.

Judging by the profitability and return on equity figures, mining is a profitable business with short gestation period and
low investment requirement. Normally initial investment requirement on average would be in the neighborhood of Nu.
100 M. But Nu.100 M is way beyond the capability of the middle class in Bhutan. Being a lucrative business, mining and
minerals sector has attracted multiple stakeholders’ attention. In the ensuing squabbles, we risk squandering our scarce
national resource, if we forego diligence in making the correct decision.

Professionals/experts in the mining field are scatce in the existing work force. Further, it is a challenge to get staff with
knowledge, skills and integrity. The Company is exercising utmost diligence in assessment for recruitment.

The low carrying capacity of existing bridges and poor road conditions of peripheral road network will remain a serious
challenge to transportation of low value high volume minerals. Transportation cost of such materials adds 30-50% to the
cost of production and this component can make a business not feasible.

Mineral gypsum face some risk from chemical gypsum in their use in cement production. Gypsum use in other value
added products have not gained pace. Hence watching the gypsum markets in the region, vis-a-vis transportation ease
and cost may be prudent.

ACKNOWLEDGEMENTS

I would like to sincerely thank the Royal Government of Bhutan and DHI for bestowing full trust in SMCL and allowing
us to shoulder the important mandate of developing the Nation’s mineral resources to generate revenues for the benefit of
the citizens of Bhutan. Further, I would like to thank all regulatory agencies and stakeholders like Department of Geology
and Mines, National Environment Commission, National Land Commission, their subsidiary offices, Dzongkhags, and
Communities for their continued support and encouragement to SMCL to grow from strength to strength.

I am sincerely pleased to record the exceptional success of SMCL in 2019, growth in profit by 268%, in the last few years
since its incorporation. Dividend has increased by almost four times (395%). Such a phenomenal growth is the collective
result of timely guidance and support from the Board of Directors, selfless leadership provided by the Chief Executive
Officer and hard work done by his team. SMCL is already fulfilling its mandate of contributing its significant share and
has the potential to realize the aspirations of the People of Bhutan, its real Shareholder. Finally, I would like to encourage
and wish SMCL family to continue its excellent performance in all your future endeavors.

Tashi Delek!
For and on behalf of the Board
\{ "- \ ff

Dasho Karma Yezer Raydi

Chairman
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CORPORATE GOVERNANCE REPORT 2019

1. BOARD DIRECTORS

The Board is the highest decision making body of the company. It determines the company’s overall strategy and follows

up on its implementation, supervises the performance, ensures adequate management and organization and, as such,

actively contributes to developing the company and fulfill shareholdet’s expectation.

2. BOARD COMPOSITION

The Board of Directors has seven members appointed by the shareholder at the Annual General Meeting. The members

constitute four independent and three non-independent directors from diverse professional background. The diverse

composition in terms of knowledge, skills, experiences, age and gender helps the Board to make informed, independent,

objective decisions for the interest of the shareholder, company, employees and other stakeholders.

Board Members in 2019

Sk Name of Director | Designation & Address Description Dat‘e of Ap- Remarks
No. pointment
Dasho Karma Yezer | Chief Executive Officer, .
1 Raydi DHI Chairman 5/6/2018 Non-Independent
2 | Mr. Jigme Thinley St. Analyst, DHI Board Member | 5/3/2019 Non-Independent
3 | Mr. Kezang Jamtsho g;l/[léfLExecuuve Officer, Board Member | 1/7/2019 Non-Independent
4 Dasho Sonam Dzongdag, Samtse Dz- Board Member | 5/6/2018 Independent
Wangyel ongkhag
5 Dasho Thinley Secretary, GNHC Board Member | 5/3/2019 Independent
Namgyel
6 | Mr. Galey Notrbu Director, National Land | g 4 N rember | 5/3/2019 Independent
Commission
7 | Mrs. Kezang Deki Chief Engineer, ILDD, Board Member | 5/3/2019 Independent
MoEA
Board Directors’ attendance and retired as from March 2019
Name | Designation Date of appointment Attendance Remarks
1 Dasho Karma Yezer Raydi Chief Executive Officer, DHI 7/7
2 Jigme Thinley St. Analyst, DHI 5/6
3 Kezang Jamtsho Chief Executive Officer, SMCL 7/7
4 Dasho Sonam Wangyel Dzongdag, Samtse Dzongkhag 4/7
5 Dasho Thinley Namgyel Secretary, GNHC 1/7
6 Geley Norbu D1rector, National I.and Commis- 6/6
sion
7 Kezang Deki Chief Engineer, IIDD, MoEA 4/6
8 Karma Choden EXécutlve Director, Keshet Foun- 11 Betlred on comple-
dation tion of 2nd term
9 Yeshi Dortji Technical Advisor, DGPC 1/1
10 Loday Phintsho Analyst, DHI 1/1 Retired
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3. BOARD MEETINGS

The Board met seven times during the year and quorums for each of these meetings 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.

Board Meetings
No. of Board Meeting Date Venue

28 15/3/3019 Hotel Bhutan Ga Me Ga, Phuentsholing
29t 23/4/2019 Hotel Druk, Phuentsholing
30 20/6/2019 Hotel Bhutan Ga Me Ga, Phuentsholing
31 5/8/2019 Ro-chog Pel Hotel, Thimphu
320d 30/10/2019 Kuendhen Hotel, Samtse
33 19/12/2019 Hotel Bhutan Ga Me Ga, Phuentsholing
34 31/12/2019 DHI Conference Hall, Thimphu

4. BOARD COMMITTEES

The Board may from time to time establish Board Committees as is considered appropriate to assist in carrying out its
duties and responsibilities. The Board delegates certain functions to the subcommittees to assist or to enable the Board
to make appropriate decisions.

a. Board Audit and Budget Committee

b. Board Tender Committee

c. Board HR Committee

The Board appoints the members and Chairperson of each Committee. The committees constitute with members from
non-executive members of the board where one of the independent directors appointed as the chairman of the commit-
tee. Hach Board Committee operates under clearly defined terms of reference approved by the Board.

a. Board Budget and Audit Committee

The Board Audit Committee comprise of three Board Directors appointed by the Board from time to time where the

chairman and the majority of members are independent directors. Membership of an audit committee includes directors

who are financially literate.

i, The audit committee shall undertake its activities in accordance with a board approved audit committee charter.

ii. The audit committee shall monitor and should give the board assurance on the operation of the internal control sys-
tem and internal audit activities, financial reporting, external audit, accounting and legal compliance of the company.
It may also monitor the effectiveness of the company risk management system.

The details of the Board Budget and Audit Committee Meetings held in 2019

No. of Meeting | Date Venue Remarks
11® 14/4/2019 Tara Phendeling, Thimphu Audit Meeting
12 26/7/2019 Tatra Phendeling, Thimphu Audit Meeting
13® 19/12/2019 Hotel Bhutan Ga Me Ga, Phuentsholing Budget Meeting
14 30/12/2019 DHI Conference Hall, Thimphu Audit & Budget Meeting

b. Board HR Committee

The Board HR Committee of the company comprises three members, all being appointed by the Board from time to time
and chairman identified by the Board. The GM, HRAD is the member secretary.
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The Board Human Resource Committee reviews and assess the policies & strategies to strengthen internal systems and
processes related Human Resource of the company. The primary functions of the committee are to:

* Review proposals submitted by the Management and approve or recommend to the Board.

*  Carry out the Selection Interviews for the executive or equivalent positions.

* Carry out any other responsibility related to HR as delegated by Board.

The details of the Board HR Meetings held in 2019

No. of Meeting Date Venue
4t 14/3/2019 Hotel Bhutan Ga Me Ga, Phuentsholing
5% 29/4/2019 Office of Dzongdag, Samtse
6" 14/5/2019 Jambayang Resort, Thimphu
7t 21/6/2019 Hotel Bhutan Ga Me Ga, Phuentsholing

c. Board Tender Committee
The objective of the Committee is to reinforce corporate governance, integrity and transparency in the pro- curement

process and contract management. The committee comprises of three members including the chairman appointed by
Board.

During the period, the company followed procurement rules and standards of the company while procuring works,
goods and services.

The details of Board Tender Committee meetings held in 2019

No. of Meeting Date Venue
70 1/2/2019 Office of the CEO, DHI, Thimphu
g 20/6/2019 Hotel Bhutan Ga Me Ga, Phuentsholing

5. ANNUAL GENERAL MEETING

It decides on and approves important issues concerning the Company’s management, including the reappointment &
appointment of Directors, amendments to the Articles of Incorporation, approval of financial statements and dividend
for the year.

The 5th Annual General Meeting of the company was held on 10 March, 2020 at the Board Room, DHI, Thimphu with
the representatives from DHI (shareholder). The meeting discussed on the consideration of audited accounts for the
financial year ended 31st December, 2019 and auditors’ report and declaration of dividend.

The AGM also discussed on the appointment and retirement of directors and remuneration of the Chief Executive
Officer. As per the section 138 of the Companies Act of Bhutan 2016, the Directors need to retire during AGM. Dasho
Karma Yezer Raydi, Chairman of the Board was reappointed for another term and two Board Directors, Dasho Sonam
Wangyel, Dzongdag, Samtse and Jigme Thinley, GM, BTL have been retired and appointed Dasho Chewang Rinzin, Di-
rector, RIGSS and Jigme Dorji, Sr. Analyst, DHI respectively.

The meeting declared dividend of Nu.316.44M (108%).

6. BOARD REMUNERATION

a. Board Directors’ remuneration

Based on the remuneration fixed by DHI, the company paid total of Nu.552,000.00 during the 2019 for seven Board
Meetings, 10 Board Committee Meetings and three other board level meetings.
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Sitting Fees Amount
Board Meetings 324000.00
Sub-committee fees 228000.00

b. Remuneration of CEO
The CEO’s remuneration for the 2019 has been presented in the table below:

Pay & Allowances Amount
Basic Pay 1,044,422
Allowances 827,800
PBVP & Bonus 407,021
GPF Contribution 129,009
Sitting fees 76,000
Grand Total 2,484,252

7. 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 evaluation of individual Directors focuses on contributions of the Directors to the company as specified in the
Board Charter. The Board evaluates the performance of the CEO on annual basis.

8. RISK MANAGEMENT

Risk Management is a priority for the Company and in every annual compact endorsed with DHI, activities related to
management of risk is incorporated for implementation.

As per the Company’s Risk Management Policy, all Board Members, Management and Employees of the Company is
individually responsible to safeguard the Company from any risk associated thereof which would otherwise hinder the
performance or the reputation of the Company. The risk register is maintained with approval from the Board in the
beginning of the year. It identifies all potential risks and the mitigation plans/ measures to curve or avoid its consequences
in future. The register is regularly monitored and updated on its implementation efficiency and if further actions are
deemed, the management resolves for additional measures.

Mining companies like SMCL are normally exposed to risk of accidents at worksite. The mines are operated in a rough
and freshly exposed terrains with narrow working space engaging huge earth moving equipment that are highly susceptible
to accidents. The workers are exposed to health hazards due to heavy pollution at sites. Yet, the year 2019 was another
successful year for SMCL assuring highest care and OHS support for our workers and equipment at work site.

With the start of Gypsum mines at Khothakpa, one of the major challenges the Company could foresee was credit risk,
since 80% of the mineral was exported. Firmer credit policy for export of minerals did managed well and no issues of

default payment was recorded from export.

However, the Company continue to dangle with policy ambiguity in mining creating uncertainties while making investment
plans.
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INDEPENDENT AUDITOR'S REPORT
Ta the Shareholders of State Mining Corparation Limited
Opinion

We have audited the financial statements of State Mining Corporation Limited ('the
Company'}, which comprise the Statement of Financal Position as at December 31, 2019,
the Statement of Comprehensive Income, Statement of Changes in Eguity and Statement
of Cach Flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the Company as at December 31, 2019, its financial
performance and its cash flows for the year then ended in accordance with Bhutanese
Accounting Standards ["BAS').

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing {154s),
Dur responsibilities under those standards are further described in the Auditor's
Responsibiities for the Audit of the Financigl Statements section of our report. We are
independent of the Company in accordance with the ethical requirements that are
relevant to our audit of the financial statements In Bhutan, and we have fulfilled our
other ethical responsibilities in accordance with these reguirements. We believe that the
audit evidence we have abtained is sufficient and agpropriate to provide a basis for our
opinican.

Emphasis of Matter

We draw attention to Mote No. 78 of the financial statements, which states that
impairment on Trade & Other Recelvables has been determined based on "incurred loss
model” instead of “expected credit bss model”, for the reasons as mentioned in the said

note.

Our opinion i not modified in respect of this matter.

er Matter

~ The financial statements of the Company for the year ended December 31, 2018 were
audited by another auditor who expressed an unmodified opinion on those statements
on March 26, 2019,
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Our opinlon is not modified in respect of this matter,

Respansibilities of Management and Those Charged with Governance for the Financial
Statements

The Company's Management |'Management'] Is responsible for the preparation and fair
presentation of the Financial statements in accordance with BAS, and for such internal
control as the management determines Is necessary to enable the preparation of
financial staternents that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, the management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters
related to golng concern and using the going concern basis of accounting unless the
management either imends to liquidate the Company or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company's financial
reporting process,

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as @ whole are free Tram material misstaterment, whether due to fraud or
error, and 10 issue an auditor’'s report that includes our opinion. Reasonable assurance is
a high level of assurance, but s not a guarantee that an audit conducted In accordance
with 1545 will always detect a material misstatement when it exists. Misstatements can
arise frem fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

As part of an audit in accordance with 15As, we exercise professional judgment and
maintain professional skepticism throughout the planning and performance of the audit.
We also:

+ ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that i sufficient and appropriate 1o provide
a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
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collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

* Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effactiveness of the entity's internal
controd,

+ Evaluate the appropriateness of accounting policies used and the reasonablensass
of accounting estimates and related disclosures made by management.

» Conclude on the appropriateness of management’s use of the going concem basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt
on the Company's ability to continue as a going concern, If we conclude that a
material uncertainty exists, we are reguired te draw attention in our auditor's
report to the related disclosures in the financial statements or, If such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit
evidanca obtained up to the date of our auditor’s report. However, future events
or conditions may cause the Company to cease to continue as a going concern.

s Evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements
represent the underlying transactions and events in a manner that achbeves fair
presentation.,

We are reguired to communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in Internal control that we identify during our audit.

We are also required to provide those charged with governance with a statement that
wie have complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.

Report on Other Legal and Regulatory Requirements

A% required by Section 266 of the Companies Act of Bhutan, 2016, we enclose in
Annexure-1 a statement on ‘Minimum Audit Reporting Reguirements’, to the extent
apglicable,

Bhutanese Accounting Standards Phase |, Phase Il and Phase Il on the Company for the
year ended December 31, 2019.

("M We also enclose for information purposes Annexure-l|, a statemant on applicability of
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As required by Section 265 of the Companies Act of Bhutan, 2016, we report that:

I. We have obtained all the information and explanations which to the best of our
knowledge and belief were necessary for the purposes of our audit.

. In our opinion, proper books of account as required by law have been kept by the
Company 5o far as appears from our examination of the books,

. 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

Iv. Based on the infarmation, explanations and management representation received
during the course of our audit, the Company has ccnplied with other legal and
regulatory requirements.

For Maheshwari & Associates
Chartared Accountants J_,L.,wu:., y
FRM : 311008E ‘v;

_A_ b C_,-.-HAG—“'“LJ 5 J

C.A Anand Kumar Jhunjhumwala
Partnar
Membership No, 056613

Place: kplcada
Date : g;lﬂ'ﬂ“‘”’ﬂ

UDIN : 20056613AAAAAA4TOD

Handpalore: “Fark Plara® First Floor, Mo.1, Park Road (O, Infantry Road], Taskes Town, Bangalone - 560051, India
T. 497 B0 4124 2545 F, +91 304124 2547 E bangaloresmaheshwariassociatescom
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AMNNEXURE - | TO THE INDEPENDENT AUDITORS' REPORT
{Referred to under * Report on Other Legal and Regulatory Requirements’ in our Independent
Auditor's Report of even data)

1 The Company has generally maintained proper records showing full particulars incheding
quantitative details and situation of fixed assets (Property, Plant & Equipment). As per
infermation provided 1o us by the Management, no material discrepancies were noticed
on physical verification conducted by the Management during H year.

r Mo fixed assets were revalued during the year as the company & following cost model for
valuation of fiwed assats,

3. The finished goods, stores, spares parts and raw materials have been physically va_riﬁl_d
by the Management during the year, In our opinion, the frequency of verification i
reasonable.

4, in our opimian and according te information and explanations given 10 us, the procedures

of physical verification of stocks followed by the Management are reasanable and
adequate having regard to the size of the company and the nature of its business.

] As per the Information and explanations given to us and based on ﬂteewafnlmtin_n_nf lhe
records made avaitable to us, materisl discrepancies were noticed on physical verification
of stocks as compared to book records, Such discrepancies have been properly dealt with
in the books of aocouwnts,

6. On the basis of our examination of the stock records, we are of the opinion that the
valuation of stocks s falr and proper, is in accordance with the normally accepted
sccounting princigles and s as per the basis of valuation in the preceding year.

7. The Company has not taken any loan during the year from companies, firms or other
parties and/or from the eompanies under the same management. The Company had
taken secured term ioans frem NPPF (Matioral Pension and Provident Fund) in the
preceding year which have been repaid during the year. The rate of interest and other
terms and conditions of the aforesaid tarm loans were prima facte not prejudicial to the
interest of the Comparny.

B, As per the information and explanations given to us, the loans/ advances granted to
officers/staff are senerally in keeping with the provistons of service ruIE Further, based
an the test checks carrled out and to the best of our knowledge and bebief and as per the
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Information and explanations given 1o us, no excessivey frequent advances are granted
and accurmulation of large advances against particular individisal |s gemerally avolded.

3. In our opinion and as per the information and explanatons provided to us, the Company
is in the process of establishing an adequate system of internal controls to Ensure
completeness, accuracy and refiability of accounting records, carrying out the business in
an orderty and efficent manner, 1o safeguard the assets of the Company as well as to
ensuré adherence to the applicable rules/ regulations and systern and procedures. More
ottention s particworly required in the oreas of (o) colisting dato reloting éo operating
segments, &% reguired under BFRS 8 = " Operoting Segments’ ond (b) Incremsig the
frequency end scope of infernal sudit 50 a5 to be commensurate with the enhanced icale
of ogerations of the Campany,

10.  inour opinkon, to the best of our knowledge and belief and according to the information
and expianations given to ws and et chiecks carried out, there 5 a reasonable systemn of
competitive biddings, commensurate with the size of the Company and the nature of its
business, for the purchase of goods and services including stores, raw materials, plant
and machinery, eguipment and other assets, and for the sale of goods and services,

11, As per the information and explanations given 1o us, there is no ransaction for purchasze
and sale of goods and services made in pursuance of contracts or arrangements entered
into with the directars or any other party refated to the directors or with companies or
firms in which the directors are directly or indirectly intanested. However, the directors of
the company have been nominated by the DHI Group [check] and thers are fransactions
with some DOHI Growp companies, which have been disclosed in the fingncial siatements.

17, &5 per the information and explanations given to us, there are no cases where any fterme
of inventory are unserviceable or damaged,

13.  &s the company is 8 mining company, there are no such raw materigls and packing
materials for which ascertaining and identifying point of occurrence of breakage,
damages arises. However, as par the information and esplapations ghven o us, in case of
finished goods there is 3 reasonable system for ascertaining and identifying point of
occurrence of damages so that responsibility could be fived and compensation sought
Irom those responsible.

14.  In our opinion and to the best of our knowledge and belef and as per tha information
and esplanations provided 1o us by the Management, the Company & maintaining
reasonable record for production of finished goods and adequate physical safeguards
exist to prevent unauthorized or frregular movement of goods from the Company, The

LT Company does not have any by-products,
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15  Onthe basi of the examination of the recards produced before us, we are of the opinion
that the Company |s maintaining reasonabile records for sales and disposal of realizable
scrags, where applicable. The Company does not have any by-products.

16,  In ouwr opinion and on the basis of test checks of records, the Company is generally
regular in depositing rates and taxes, duties, royalties, prevident funds and other
slatutary dues with the approgriabe authority.

17.  As per the informatian furnished 1o us, the Company had undisputed amounts payable in
respect of rates, taxes, duties, royaltes, provident funds and other statutory deductions
which were outstanding as at the last day of the financial year concerned, as follows:-

Particulars Amount [Mu, |
Tax deduction at source 9,96,893/-

18.  According to the infarmation and explanations given to us and test checks carried out, to
the best of our knowiledge, no perscnal expenses of employees or directors have been
charged to the Statement of Comprehensive Income other than these payable, as
explained to ug, under normal contractual obiigation in accordance with generally
accepted practice.

19.  inour opinion and as per the information as explanations given 1o us, the Company has a
reasonable system for recording receipts, issues and consumption of materials and stores
and allocating materials consumed to the respective jobs, commensurate with its size
and nature of its business,

20, As per the information and explanations ghven to us, quantitative reconclliation was
carried out at the end of the accounting year in respect of major items of inventories,

1. As per the information and explanations given to us, approval of Enardfappmq_:nate
authority is obtained for writing off amounts due to material loss/discrepancies in
physical/book balances of inventories, wherever applicable.

2. A5 per the information and explanations provided o us, the company mainlaing mine-
wise cost-centres, hence question of allacating man-hours wtilized to the respective jols
does ok arise.

i3 In pur opinion and as per the information and explanations provided to us by the
Management, the Company has a reasanable system of authorization at proper lavels
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and an adequate systermn of mternal control commensurate with the size of the Company
and the nature of its business, on issug of stores and allocation of materials and labour.

As per the information and explanations provided to us by the Management, the safling
prices of coal are fieed by a Pricing Committee, comprising of memiers from the
Government of Bhutan, For the other products of the Company, @ infarmed to us by the
Management, there is a reasonablé system of price fixation taking into sccount the cost
of production, markek conditions etc,

According to the information and eeplanations given to us, the Company has formulated
a credit sales policy effective from July 2017 onwards; however, no credit rating of
customers is carried out.

According to the information and explanations given to us , there is a reasonable system
Far contineous follow-up with debtors and other parties for recovery of outstanding
amounts, Age-wise analysis of putstanding amounts is carried out by the Management s
and when required for infarmation and follow up action,

According te the information and explanations given te us, the management of liguid
resources particularty cash, bank and short term deposits are adequaie and excessive
amounis are not kying idke in non-interest bearing accounts. The Company has nof
withdrawn any excass amaunt as loan which could have led to avoidable Interest burden
on the Companmy.

According to the information and explanations given o us and on the basis of test
examingtion of books and records, In our oginion and to the best of ocur knowledge and
beliel, tha activities cariied out by the Company are lawful and intravires to the Artides
of Incorporation of the Company,

Arccording to the information and explanations given to us, activities/ investment
decisions are made subject 1o prior approval of the Board and Investment in new projects
are made only after ascertaining the technical and economic feasibility of swch new
wentures.

According to the information and explanations provided to us, the Company has
esiablished an effective budgetary control system:

The details of remuneration, commission and other payments made in cash or in kind to
the Board of Directors including the Chief Executive Officer {'CEQ’) by the company are
disclosed In the accourts. As explained to us, no payment has been made by the

Bangalore: "Park Paza® First Fioar, No,1, Park Road (OF. Infantry Road), Taskor Tawn, Bangalare - 560051, India
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Campany, directly or indirectly, to any relative (including spouse and children) of any
Director or CED, during the year.

37,  According to the information and explanations given to us, the directives of the Board
have besn complied with,

33.  The Company |5 not listed on the Roval Securities Exchange of Bhutan or on any other
stock exchange. As per the information and explanations given to us, the officialy of the
company have not transmitted any information in the nature of price sensitive
information which are not made publicly available, unauthorisedly to  their
relatives/Friends/associates or close persons which would dirsctly or indirectly benefit
themaelves.

34. The clauses 5, 9, 28 and 34 of the 'Minimum Audit Examination and Reporting
Requirements’ | Section i of Schedule X1V of the Companies Act of Bhutan, 2016 ) are not
applicable to the Company. In addition to the above, all clauses for Trading Company,
Finance and Imvestment Company and other Service Sector Companies are also not
applicabde to the Comparny

COMPUTERISED ACCOUNTING ENVIRONMENT

As per the infarmation and explanations provided to us and to the best of our knowledge and
baliel -

1. The Company has a system for mainterance of sccounting information during the year
and in our opinion, the organizational and system development contrals and other
internal contrals need further strengthening.

2 The Company has certain safeguand measures and backup facilities of financial data.

S The Company has back wp facilities and disaster recovery measures which include
kewping files in different locations

a. Operational controls are found reasonable to ensure correctness and validity of input
data and eutput information.

5, Owverall measures taken by the company to prevent unauthorized access over the
computer Installation and files are generally adequats.

Hangalore: “Park Plaza® Frst Floar, Mo 1-.-F.|.;I"I Reoad (D47, Infaniry Aoed), Tasker Town, Bangalore - 550051, india
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1.  Going Concern

Bazed on the Company’s financial statements for the year ended 31st December 2013, as
audited by us, the company has generated profits during the year. We have no reason 1o
believe that the company is likely to become sick in the near future or that it is not &
Eoing concern, as it has substantially increased its scale of operations, topline and
bottomline during the year. Accordingly, the financial statements have been prepared
under the going concern basis,

& Ratio Analysis
Financial and Dperational Ratio Analysis of the Compary has been given m Exhibit-1,
3. Adherenca to Laws, Rules and Regulations

The audit of the Compary is governed by the Companies act of Bhutan, 2016 and the
scope of awdit is limited to the examination and resiew of the financial statement as
produced before ws by the Management. In the course of audit, we have considered,
based on ocur test checks, the compliance of provisions of the said Companies Act,
relevant to the financial statements, to the best of our knowledge and belief. We are
unabie to state whether the Company has been complying with any ather applicable laws
|other than the said Companies Act), rules and regulations, systems, procedures and
practices.

For Maheshwarl & Associates

Chartered Accountants q o
FRN : 311008E =
Jo o (s

C.A Anand Kumar Jhunjhunwala

Partner

Membership No. 056613

Place : Kpiod3
Date : ut]ﬂ‘.-""ﬂ""’-ﬂ

UDIN ; Z0056613AAAAAALTOS
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Armexure = |l to the Auditors’ Repant
[Referred toin our Report of even date)

Statement on applicability of Bhutanese Accounting Standards Phase |, Phase | and Phase |1l ¢n
State Mining Corporation Limited for the year endied 31° December 2019

& Bhutanese Standard Name applicability
No. | Accounting (Financial
standards Year 2019)
___|mas)
1 | BAS 1 Presentation on Financial Statements Yes
[2 BAS 2 Imventories Yes
3 BAST Statement of Cash Fiows Yes
E BAS & hccounting Policles, Change in Accounting Estimates Yes
i and Errars
5 BAS 10 Events after the Reporting Period Yes
i E- BAS 11 Canstrecthsn Contracts M0
7 BAS 12 Income Taxes Vios
] BAS 16 Property, Plant & Equipment Yes
9 BAS 18 Revenue Supertedad by
| BFRS 15
10 | BAS20 Accounting for Govt. Grants and Disclosure of Govt. No
Assistance E |
11 |BAS2L The Effects of Changes in Foraign Exchange Rates Yes '
12 Bas 13 | Barrowing Costs ¥eg
13 BAS 24 | Relatad Party Disclosures Yes
14 Bas 2T | Separate Financial Statements Yes
15 BAS 33 Earnings Per Share s
16 BAS 34 Interim Financial Reporting Mo
(17 [ BAs 37 Provisions, Contingent Liabiities and Contingent Assets | Yes
18 BFRSE Dperating Segments Vs
i3 | BFR516 Leases M
10 |BAS 12 Employes Benefits Yes
11 Bas 26 Accounting and Reporting by Retirement Yes
12 BAS 28 Investment in Associates and Joint Ventures Mo
23 BAS 36 Impalrment of Assels T
14 BAS 38 Imtangible Assets Yes
! 25 BAS 40 | Investment Property Mo

Bangalare: Pk Plaza® Fiest Floor, Mo, Park Road {OF. Infaniry Road), Tasker Town, Bangalore - 560051, rdia

T.+91 BD 4124 2545 F, +91 B0 4124 2547 E. bangalore@maheshwariassociates com

Marwbai- 1077, Unnat Nagar 3; off M G foed, Goregaon (West], Mumibal - 4000104, India
T.+31 81521 05868 E mumbalEmabeshwariassnciastesoom

STATE MINING CORPORATION LIMITED

ANNUAL REPORT 2019



BE Middiatan Street, 4 Gaetanjal

G‘:’k Kafcats 700071, India

T 490 33 2229 BURG6/ 6T5E /3217 / 4473

MAHESHWARI & ASSOCIATES R e A 3

Chartered Accountants wwv.maheshwanassoclaes com
Sr. | Bhutanese standard Name  Applicability
Mo. | Accounting [Financial

Standards Year 2019) |

L (eas)

6 BAS 4] Agriculfture L[]
127 |pasis Financial Reporting in Ayperinflationary Economies NO ,
|28 | Bas3z Financial Instruments: Presentation Yes :
{29 BAS 39 Financial Instruments: Recognition and Measurement ¥as |
| 30 BFRS 1 First Time Adoption of BAS Yes
{31 BFRS 2 Share Based Payments Mo

32 BFRAS 3 Business Combinations 1 Mo

33 BFRS 4 Insurance Conlracts Mg

a4 BFRS 5 Mon-Current Aszsets Held for Sale and Discontinued Ma

Operations

EX] BFRS B Exploratian for and Evaluation of Mineral Resources Y3

36 BFRS 7 Financial Instruments: Disclosures Yis

a7 BFR5 9 Financial Instrurmemnts Ty

3 | BFRS10 Consolidated Financial State ments : No

38 mras 1] loint Arrangements Mo
[ 40 BFR5 12 Disclosure of Interests i Other Entities Tas :

41 BFRS 13 Fair Value Measurement _ fes i
(42 [BFRS14 Regulatory Deferral Accounts No

43 | BFRS 15 Revenue from Contracts with Customers Yas

For Maheshwari & Associates

Chartered Accountants

FRN : 31 (}_H{ > ,-..L ?
: ‘% :
C.A Anand Kumar Jhunjhunaala '-

Partner
Membership No, 056613

Place: Kolk=da
Date : gps5|0%|2020

LAOEN : 2005661 3AAAAARATOD
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STATE MINING CORPORATION LIMITELD
STATEMENT OF COMPREHENSIVE INCOME FOR THE PERIOD

3-Dhgee- 1%
Particulars Naotes 31-Dec19 31-Dec-18
Income-
Revenme froms =ale ol products 1E 1. 405435301 A48 4B 05T
Chtbier mome i 27.324.372 1,231,566 |
Tustal Imeome 1 A3 750,673 449. 718,623
Expenditu re- i
Charges in [nvertories of fimished poods a0 (2.024;061 [42337650)
Mining Crst 21 668,716,713 01,554,180
(iperafion & Maintenance Eapensss 5 IIARLTT IT383413
D preciation and Amonisaton A-2E 434500913 35,176,050
Fmploves Benelit Expenses 24 61 846,785 11,025,769
Finance Cost 5 7,919,965 4 822629
Cther Expenses 26 31,622,297 12,776,467
Selling & istribuiion z [ ki ;i '.‘5,1:!35.3&?4
Taotal Expenditure A2
Profit/{ Loas ) Before Income Tax 430,502,631 P24.112.173
Income Tax Expenses
Cursent tix 147,600,481 7 R4 549
Deferred tax 3,450,651 {1,540 280
Inceome tax forcarlier vear
Profit] Lass) After Income Tax }Hﬂiﬂ!
Oher Comprehensive (ineome JlLoss
Apruarial Ginmi{Loss) on pest emploviem benef
cbligatioms 500,733 194,280
Net (Other Comprebensive (lnceme) Loss S0i,7 194,280
Total Comprehensive Incamedy Loss) : 91.585.21%
Basie and Dilwted l‘.:rninEs peer Share K 114.41 3746
The shove pecompany g nstes fomm ao imesrl pant of Fimancial Ssatemenes
This & the Statement of Comprehensive Income referred 10 in our report of evei dete.
For SMoheshwari & Asmoctales For Seate Mining Carporation Limived
Chartered Accountants e Ay
Firm Registration No. 311008F I/ - b ?
Lty | e —
] 5\ f -4l \

At (il i fp I e —Y ¢
C A Apanad Kemur Jhunfhunwala Dhashio K Yerer Ruvili  Kerang Jomibshoe———
Partner E'hirm:n CEO
Membership Mo, 56615
Mage HJ]‘LD.H Pl : ;ﬁb‘hﬁlq
Date: gg|on|re? O Date : o3 (a5 2020

hairman

>Lals Mimeng Corparaton L.
mand. Ofice: Samise; Bhusan
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SEATE MINING CORPORATION LIMITERDR
STATEMENT OF CASH FLOW FOR THE YEAR ENDED
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ATATE MINING CORPORATION LIMITED

Stutement of Chanees in Equity s on

1f-Ihpe- 1%
Descipidon N of Equity] Equity lSIu:r-u Hetained Totsi
Shires Capital carnings
Halance a1 U Janmary T01% 2A3%5900 | 143,990,000 5| ROt 240 295 g52 Mg
Change in Equity for the year
[fssue of share capiial 5L, 0404 Sl Dokl () - 50,000, (00
{Profit for the vear - 01300940 | ©1,350.940
{Crher comprehens ive income s 194,280 1% 280
Tutal comprehensive income for the vea ] S8, 200 91 585,220
Dividend ppvmens . $ (268389000  (26,858.900)
Balunce at 3 December 20018 1939940 | 293,000,004 [ 116,608,565 | 410,598 569
Change in Equity for the vear
s (o) share ¢apdeal
Profit for thie year A3 HAZ | 336.3%1.842
Chther ctanprehensive incame 00,733 (40, T38)
Tutul comprehensive income far e vear -~ | 335.881,109 | 335951100
Diwvidend pity Mty . P TT. R {AL.677 BO0)
Balance at 31 December 2019 T30 | 2935 | 38T IRIETE | BRLTTLETE |
e -
Ihis s the Statement of Changes in Equity referred 1o n our reparn of even dare
Fur Mubeshwarl & Associntes | Fuer State Mining Corporation Limited
Chartered Accountants ¥
Firm Registration Mo 31 1005E I" i -El
e :
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C A, Ananad Rimar Joaeng o wsin
Puriger

Membership Mo, §36613
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State Mining Corparation Lig. Chief Exevutive Offies
Place ! 1l l.oal8 reod, Ofce: Bamése, Bhulan State M
Date: peles |2oz0 : Chale Sanmse - BHUTAN
Ratio Analyss
Exhibit-1
Earnings Par Share Profit after tax/No. of shares issued 11441 3745
[Net Profit Ratwo (%) Net Profit/Turnover* 100 23.93 2038
Return on assets {3 |Net Profit/Total Assets*100 32.67 014
|Return on Equity (%} {Nes Profit/Owners equity*100 49,33 2443
|Gebtor Turnover Ratio Sales/Average debitor 516 2.89
Currgnt Ratio Current Assess/ Current Labilities 1.50 234
itk Ratio [Current Asset-inventoryl/Current Liabilities 2.20| 23
Debtor Colloction Period Ratio |Sundry Deblor* 365)/sales 88 Days  |168 Days
.'/ ‘__\
"'( \‘
v /
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1. SIGNIFICANT ACCOUNTING POLICIES

General Infermation:

State Mining Corporation Limited (SMEL) s incorperated as public limited company under the
Companies Act of Kingdorn of Brutan 2900 on 31st Derember 2014,

The company i3 a wholly ewned subsidiary of Druk Halding and Investmeant [BHI} and ultimats
subsidiary of Ministry of Finance, Royal Government of Bautan.

The principal activities of State Mining Corparation Limited (the "Com pary | cover the extractian
and marketing of minerals. Al significant operations take place within Bhutan The ultimare
parent is the Royal Covernment of Bhutan

The Cempany is a limited liability company incerparated and domiciled in Bhutan, The address of
s principal place of business is Gurung Basti, Samise: Bhutan.

These linancial statements relate to the vear snded 315t December Joio

i Basis of preparation:
|'|'.' Lomalianoe with IniErngti@ndl Frpscial H'Epﬂf'r‘lﬁg Sfendargs Ir._r'lqslll

The "Accounting and Auditing Standards Bosrd af Bhutas' [AASEE), decided to adapt IFRS
in phases with miner changes. These standards are referred 1o 45 Bhutanece Aceg urting
Standards [BAS), The first phass s being intreduced gver the period 2013 te 2015 The
Lompany in compliance with the Companies A1 of Bhutan has adopted all the Standards
in the current perigd. The financal slatemeants hay= bearn prepared in accordance with
relevant Bhutanesa Accounting Standards (BAS), atcounting policies et out in these
financial statements ard under the accrual, historical cost and BOINE Concern
conventions

The Financial Statements have been prepared in line with Bhutaness Account ng
Standards and the Campany has apted for aarly adegtion of all BAS from 2017,

The preparation of financial statements requires the use of certain criticsl accounting
estimates. It also requires management to axercise its judgement in the process of
Applying the group's accounting policies.

The functional currency is the Bhuranese Mg uftram.

The areas invalving a higher degres of judgement or complesity ar areas whers
assumplions and estimates are significant to the financial statements are

(F—
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2.

Fived assets: critical judgments are expected period of use, condition of the asset,
technological advances, regulation, and residual values

Actuarial valuation of employee benefits: ewpected uptake of the pratulties,
acturmulated leave liabilities and the discount rates used in the valuations.

Assets relating to mining: Certain plant and equipment and intangible costs are
expensed using the units of production method. Estimates are made regarding the
expected reserves of minerals and that markets and selling prices will enabie the
profitable operation of the company,

Provision is made for future costs to be Incurred at the timeé of the restoration and
rehabifitation of mining sites. These are based on the best estimate of the probable cost
and the operating life of the mine.

Expenses for searching for mineral resources, determining the technical and commercial
viabiilty of extracting mineral resources are recognised as exploration and evaluation
assets.

i)  Misterical cost convention

The financial statements have been prapsred on a historical cost basie, sucapt for the
Tollowing:

*  Certain financial assets and liabilities such as environmental restoration bonds,
* Defined benefit plans - plan assets measured at fair value.

Current versus non-current classification

The Company presents assets and labilities in the Balance Sheet based an
currentfmoncurrent classification

An asser i5 classified as current when it is:

1} Expected to be realized or intended to be sold or consumed in normal operating
cycle;
2) Held primarily for the purpose of trading;

3) Expected to be realizad within twehe months after the reporting period, ar
4) Cash or cash equivalent unless restricted from being exchangad or used to settle a
Hability for at least twelve months after the reporting period.

P
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All other assets are classified as non-current,
& Hability is classified as current when:

1j It Is expected ta be settled in normal operating cycle;

2} It is held primarily for the purpose of trading;

3} It is due to be settied within twelve months after the reporting period, or

4] There & no unconditional right to defer the settiement of the liakility for at least
twelve months after the reporting periad.

All other liabilicies are classified as non-currant
Deferred tax assets and Nabilitias are classified as non-current assets and liabilities.
Foreign currency transiation:

Foreign currency transactions are translated Into Bhutanese Megultrum using the
exchange rates prevailing at the date of transaction / settlement, Monetary assets and
habiiites in foreign currencies at balance date are translated at the rates of exchange
rufing at balance date.

Fareign exchange gains and losses resulting from the settlement of such transactians and
from the translation at year-end exchange rates of manstary assets and |labilities
cenominated in foreign currencies are recognised in the Statement of Profit ar Loss,

Properties, Plant and Equipment:

All property, plant and equipment are stated at historical cost less depreciation amd
impairment, i any, Cost includes purchase price, taxes and duties, labour cost, direct
financing costs, direct overheads for saif-canstructed assets, borrowing costs, other
direct costs incurred up to the date the asset is ready for its intended use including inigial
estimate of dismantling and site restoration cost, Land received as grant from the Royal
Government of Bhutan is accounted for at Nominal value.

Subsequent costs are included in the asset's carrying amount or recognised as a separate
Ascel, as appropriate, enly when it is probable that future economic benefits associated
with the item will flow to the Company and the cost of the Hem can be measured
refiably. The carrying amount of the replaced part is derecognized. All other répairs and

maintenance are charged to the income statement during the financial period in which
they are Incurred,

Land 15 not depreciated. Depreciation on other assats is caleuiated using the straight-line
method to allocate their cost to their residual values over their estimated useful lives, as
follows:
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Asset Class sefiil Lifa

IT Equipment 4 years
IT High-2nd Serves 7 years
Vehicles 10 years with 20% residual value
Furniture and Fittings 10 years

(Arts & Portraits, Curtain & Carpats,
Furniture, Electrical Equipment and Office
Equipment)

The assets” residual values and useful lives are reviewed, and adjusted if appropriate, at
the end of each reporting period, The company has stopped capitafizing Arts, Portraits,
Curtains and Carpats from the year 2015, However, the items under the abave categories
those had been capitalized prior to 2015 are continuing 35 assets in the books of the
company as thiy are in good conditions and usable,

Usetul life for the assets under Khothakpa Gypsum Mines (KGM) which are incorparated
In the books of accounts while taking over the Company are cansicered for 2 WEATS,
However the company is planning fior the revaluation of overall assets in 2020 with hiring
of sxpertise,

Gains and losses on disposals are determined by comparing the procesds with the
carrying amount and are recognised within ‘Other Income' or 'Other Expenses’ as the
case may be, in the income statement,

Intangitshe assets:

Computer software:

Acquired computer software licences are capitalized on the basis of the costs incurred to

acquire and bring to use the specific software. These coste are amortized over theair
estimated useful lives of 4 to 5 years as shown below,

Assel L‘I;ss Llu-ﬁ:l Life
Sofrware 4 years
SAP Software 5§ years

Costs associated with maintaining computer software programmes are recognized as an
BXpENEE when incummed.

Other Intangibles:

Other intangible assets comprise exploration and evaluation costs ef mines. These are
amortized using the units of production method.,

On transition to IFRS, the group has elected to measure its intangible assets cost in
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accordance with IFRS as the deemed cost of the intangible assets as at 1 lanu ary, 2015.
Impairment of Non-financial assets:

an impalrment loss is recognized if the carrving amount of an asset or s cash-generating
unit exceads its estimated recoverable amount. Impairment losses are recognized in
orofit or loss. Impairment losses recognized in respect of cash-generating units are
aflocated first to reduce the carrying amount of any goodwill allocated to the umits and
then to reduce the carrying amaunt of the other assets in the unit or group of units on a
pro rata basis

Reversal of impairment loss:

An impairment loss in respect of goodwill is not reversed, Impairment losses recognized
in prior periods are assessed at each reporting date for any indications that the loss has
decreased or no longer exists, An impairmenit |oss is reversed if there has been a change
i the estimates used to determine the recoverable amount. An impairment foss s
reversed only to the extent that the asset's carrying amount does not exceed the carrying
amount that weuld have been determined, net of depreciation or amoriization, if no
impairment loss had been recognized directly in other comprehensive income and
presented within eguity

Capital-work-in-progress (CWIP):

Cost incurred for the generation of qualifying assets is initially recorded in CWIP until the
asset is not completed and not functional. Cost incurred is transfer from CWIP to fixed
asset onky when it starts generating ecanomic benefits and upon receipt of completion
certificate from concern authority.

On transition 1o [FRS, the group has elected to measure its CWIP in accordance with IFRS
as the deermed cost of the Intangible assets as at 1 lanuary, 2015.

Financial assets:

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They are included in currant assets,
except for maturities greater than 12 months after the end of the reporting period. The
Company's loans and receivables comprice 'Trade and Other Recaivables', 'Other
Hnancial Assets’, "Advance to Ministry of Finance’, 'Other Assets’ and 'Cash and Cash
Equivalents’ in the Statement of Financial Position

Inventories:

Inventories are stated at the lower of cast and net reafizsable value. Cost 15 determined
using rmaving average price for the materials procured from third parties and on standard
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10,

11.

13.

cost basis for finished Goods. The cost of finished goods comprises design costs, direct
labour, other direct costs and refated production overheads [based on normal operating
capacity). It excludes borrowing costs.

Trade and Other Receivables:

Trade and other receivables are initially recognised at the fair value of the amounts to be
received, If collection is expected in one year or bess (or in the normal operating cycle of
the business if longer), they are classified as current assets. If not, they are presented as
non-current assets. Receivables are reviewed regularly for impairment,

Cash and Cash Equivalents:

In the statement of cash flows, cash and cash equivalents includes cash in hand, depasits
held at call with banks, other short-term highly liguid Investments with ariginal
maturities of three months ar less and bank overdrafts,

Trade and Other Payables:

Trade and other payables are initially recognised at the fair value of the amaounts 1o be
paid. Actounts payable are classified as current liabilities if payment is due within one

year or less lar in the normal operating cycle of the business if longer|. if not, they are

presented as non-current labilities,

Current and deferred income tax:

The tax expense for the period comprises current and deferred tax. Tax is récagnisad in
the Statement of Profit or Loss, except ta the extent that it relates to tems recognised in
other compreheansive income or directly in equity, In this case, the tax is also recognised
In other comprehensive income or directly in equity, respectively

The current income tax charge is calculated on the basis of the tax laws enacted at the
balance sheet date in the countries where the Company operates and generates taxable
incama,

Management periodically evaluates positions taken in tax retums with respect to
sifuations In which applicable tax regulation is subject to interpretation. |t establishes
provisions where apgropriate on the basis of amounts expectad ta be paid to the tax
authorities

Deferred Income tay is recognised, using the fiability method, on temporary differences
arising between the tay bases of assets and liabilities and their carrying amounts in the
financial statements. Deferred income tax is determined using tax rates (and laws) that
have been enacted at the balance date and are expected to apply when the ralated
defetred income tax asset is realized or the deferred income tax liability is sattled,

—
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15,

Deferred income tax assets are recopnised only to the extent that it is probable that
future taxable profit will be available against which the temporary differences can ba
utifized,

Borrowing costs:

Borrowing costs directly attributable to the acquisition, construction or production of a
major capital project, which are assets that necessarily take a substantial period of time
to get ready for their intended use or e, are added to the cost of those assers, until such
time as the assets are substantially ready for their intended use.

Investment Income earmad on the temparary investment of specific borrowings and their
expenditure on gualifying assets s deducted from the Borrowing oosts eligible for
capitakisation,

Al ather borrowing costs are recognised in profit or loss in the period In which they are
Incurred

Emplayee banafits:

a Retirement Benefils:
Under defined contribution schamea:

Dafined contribution Benefit plan is managed by a separate entity. The company
has no legal or constructive abligations to pay further contributions if the fund
does not hold sufficient assets to pay all employees the benefits relating to
employes service in the current and prior pericds,

Under Dafined Benefit Scheme: Post Employment Benefit (Gratuity)

The company makes retirement payments based on the final salary and years of
service. The amount of gratuity is accrued on the basis of actuarial waluation,
Changes In service and interest are charged to Statement of Profit or Loss
Changes: to actuarial wvaluation are charged to the Statement af Other
Comprehensive Income.

Under Defined Benefit Scheme: Other Long-term Employee Benefit
(Aceurnulated Leave Liability):

The accumuiated leave liabiflty 15 accrued on the basis of actuarial valuation fer

the leave balance aver and above the annual leave encashment against each
employee as at the end of the year starting from the year 2015, Changes in leave
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16,

17

18.

balance, interest and changes to actuarial valuation are charged 1o the Statement
of Profit or Loss

b Other Short- Term benefits:

Other short-term benefits such as annual leave encashment and bonus are
accrued at year end.

Provisions and Contingant Liabilities:

Provicions are recognised when the company has a present fegal or constructive
abligation as & result of past events, it is probable that an outflow of resoorces will be
required to settle the obfigation; and the amount can be reliably estimated. & contingent
liabitity is only dischased in the notes to the account if an outtlow of resources embodying
econgmic henefits is possible

Revenue recognition:

Revenue is measured at the falr value of the consideration received or receivable. The
Cempany recognizes revenue when the amount of revenue can be relisbly measured;
when It Is probable that future sconomic benefits will flow Lo the entity: and when
specific criteria have been met for each of the group's activities, as described below:

Interest income

Interest income is recognised using the effective interest method. When a loan and
receivable is impaired, the Company reduces the carrying amount to its recoverable
amount, being the estimated future cash flow discounted at the original effective interest
rate of the instrument, and continues unwinding the discount as interest income, Interest
income on impaired loan and receivables is recognised using the original effective
interest rate,

Diwidend income

Dividend income is recognised when the right (o recelve payment is established.
Government grants:

Grants from Royal Government af Bhutan (RGOB) and other organizations relating to
Cosls are recognised In the income statement over the period necessary to match them
with the costs that they are intendad to compensale

Grants relating to Properly, Plant and Equipment are included in non-current Babilities as

Deferred Government Grants: Depreciation on the assets is charged against the grant
and not to the Operating Staterment
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Grants in kind are recognised at their nominal value.
19,  Earnings per Share

The Company presents basic and diluted earnings per share (EPS) data for its ordinary
sharas. Basic EPS is calculated by dividing the profit or foss attributable to ordinary
shareholders by the weighted average number of ordinary shares outstanding during the
period. Diluted EPS is determined by adjusting the profit or lnss attributable to ordinary
shareholders and the weighted average number of ordinary shares outstanding for the
effects of all dilutive patential ordinary sharas

0. Comparative Information:

Where necessary, cértain comparative information has been reclassified and updated in
arder to provide @ more appropriate basis for comparison.
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STATE MINING CORPORATION LINITED
NOTES FORMING PART OF STATEMENT OF FINANCIAL POSITION A5 OGN

M-Dhee=1%
Particulars N - [l ¥ Al-Der-1H
e A T eade & Other reeeiyallel™Mon-Cureein)
Pariicula A1-Dec-1% M-Trec-1B
Ensimmrnent Bestoration Homd L e L A0, 102
T Tt 11,196,102 10,826, 102

Mote : Envrorenerd Restorntion Bond ssociated with Kharbardars Mining Cuary amousting o P 140827105 was not

dipgoursied to fair valae asihe mining cperstion ks no vet searied

Mute 4= Kther aos carrent sssgis

Pariiculars 11 -Dhee- 19 M-De-18
U nanwstisad meiming cosl 5 .TaT.TI9 T B
Tatal 31,77, 739 _ G464 555 |
aix 5. Dhelerred tax
Phirisculars 3 <ee-]9 g-1%
i Tere) tax masgl | Timma Dliffeseroe]
Property. plan end equemmens BHi3.5%2 4T RG]
1 411 55 ﬁl"'i&l J
fate h: |nvendories
Partirulars [hee- 19 I-Dec-1%
Irventary (Walued @l comt o WRY whicheeer o5 lomerh
Lrmal 4,603 113 E 6 1 472
riarzice 17795598 e
U mEnum 24,150,485 -
Conzimahle & Ass=ia 4 558 548 0,024,132
Lokal R, B2 559 |
Moate 70 Trode & Other peeervabledCurrent)
Facbicnlars =|-E 19 M-Dee-18
B Suidey Digbam FAE 4550 1y Lo
Sevurity Dheposit Placed 1,128,483 31225
| Tl 338561 537 7.0 |

SNeie 74 ; impai raile & vah

"l fadle and oiher recenvables are subject o "inourred loss modef® of BAS 39 for imporrmest, For this, the Company hos mlid]
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i o Moliflcation on BAS Fhase=l [ ssued by the Mineny of Eecsomc Afining Depariment of Indusery, Compasy Rigisry
Dvivision, Thimphie whish, frier slin, sabes the follesdng: © The axpeoned crools foss model of ITFRS O abuall vemertis oar of the
vempe f HERS s mdoped By AAEEE ol dote e (e Cooyxamier scrall comple with imeureed bosx madal of BAS 39 f
ipairmeTl wardl dhe pew st o stliondards o sred by AASHR Meowowhily, conipamiey miry peesrr themael vt for the
e s maads! to be adopted in it near fiture. ”

The said notificathe appeerad in nras medin called *KUENSEL" i the beginning of 2018 nnd is unduted and afsfumbergad
As slsiied by HAA, the ootfication in =il valid 21 o date i€ there has beon no change m ke positbon posi (03

publication, eapecially regarding imipal fment seeognition under incamed loss oo instead of expecied credi loss misdel
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Fiote Hi Cash and Cash Equivalents

Particulars J-Des-19 30 Dhec-18
Cesh-ir-hand J5Y 153 .
Henk Halance
Bank of Bhatan |4 A Mo- [ODR91&8T 5 AT A 459154
Beank of Bhatan Lid Adc Mo- 2001 04054 67407 272 L2789 5%
Bank of Bhoesn Led=201550T17 « SMC| (I360.036) -
Bank of Bhucan Lid=207 75676+ SMCL 00534, Tk -
Sheori iemm dlegusii O G .
Total EIRETRLS pI288 273 |
Muote B Chiher Cerreni Asyets
- —
Particulars J1-Fhee-10 - 1R
s 14,014,400 6,362.43 1
Silvance T BR012,54] 1A 038 T2T
ikvapce 10 Employee AT7. 1wl | 6T Sm
Adyames 1o Vendor 13314591 4,510,831
Prepadd Eapenises 415 F 8L LFFa e
Limamewtined minimg Lot - |, 285 9%
Tuisl 1 ['.‘,'HRHEIIE M B4 B
Mate 1k Capdtad
Partigulars 31-Dec-19 30-Des-1

Awnthorised Skare Caplal
VINEIENHY Equite Shares o6 Mu. 100 axch

Issued. Subseriked amd Pald-up
SIS Eguity shares @ M, 100 each Tl paid in

1, CeHC, X, O

Lt T

| ML CHE DD

203,900, 400

251, 00, (WD

=, (D

(&~
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Terms/Rights artached to equity shares

The Comgasy hins only one class of Equity Shares having @ par value of Nu, DK per shire. Each holder of Eguity Shanes is
endibnd 1o one wobe per ahare. In the eveng ol hguidation «f ke Company. he holders of Equity Shaees will be gniilfed to
receive resnmming psses 6l the Company pfier distritanion of ull rrr-!!ﬂ'l:‘ﬂl:.‘ﬂ wmininl. The dsdr botion will b in-progortion

1o the mber of Equity Skarcs held by the shamholders:

Moate 110 Deferred Tax Linhdility

Particulars 31 Dee-19 Jl-Dee-18
o o e e o e LT e —
Dreferred Tax Liabibity-:
Timing Drifferences in respect of-
Oipgning Z11.450 -
Recopnised during the yoar i refation to Propesty, Plant and - 211,650
Taguipeneend, Iniangible Asscis and Amortizatien of
]":I:III:]"'I':II B[ I I-l |i'|||i;|| :usls
Total 111450 211,658
Note 12: Employes benefil abligstions
|l'lrt||:u|ln 1:Deg-13 A-Dec-d8 |
Pos Emplovment Beaefit (Geamibnd AT RED GG 4Th
Lang-term Employes Benefit (Leave Encushrment) I, 85270 &3, 5850
Carabuiiy Hank Acoount - Sh{CL B L -
Past Emiplioves Bewefits (Dthers) T45.1 26 -
Tllw 2 |615£+1 ]EE.!IﬂE
Mais 1.3 L.ul: term Borrow I.vlru
PartbcilEes Al-Dhex-19 3-I.-I]r|:-'lﬁ|
Term Lesn (rom SNEPPF 1 6347378 35044372
lerm Lown. fron: NEEF 1] L L 33044,371
Ig!|| ﬂltﬁlaﬂ MEHIT-H
Mote B4 Trade mnd Oiler Favables
Particulary 3 Deg. 19 3 -Dec- 18
Emplives Puvables SR TOn a2 LK
Sundry Crediars - Damsitic 15. 51950 43, T R8T
Sumdry Creditors - International LR e 0
alale Chegue - 3560
Advance from cusicomee 1,642,025 1214810
Stoek Received bul not Bilked | 300,201 =
Fotal 18,569 583 49,755,423
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Mite 15 Short term gvee hemefil
Particekars

31-Diee- 14 3]-Dec- 18
Foar Employment Benefin (Gragoin 155421 407390
Shart=1erin Enipleves Benefit (Lewwve Encoshment) HLBL UL
Total 246331 HE.HI'
fnde 16 Oiber current linbilities
Purticalars M=Dec-11 H-leec-18
S Pavabbe Wil A | 560 123
(xloer Liabilities b3 K 2] 1. ol
Frovision for Income Tax THS 4456 4340 17844949
Seurity Dieposits U AT 404 T A
HEereniion Maney 150004 |05, 2%2
__Adlvance from Cassiners SHGEG.ITM -
Tt 261 Ji S0k 28 777 240
Mute |7 Shert-term Barrowing
Particailn L. Dec-1% 3] [hec- 1K
Waiking Capital from Bank of LEhunan - 41, 355400
Tenm Loan frim NPPF | T.442.521 LR
Term Loan: from *PPF 1 T 441 521 (LR
T‘LEI 14 8NS5 040 L8 X486 256
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Siaie Misiag Corporeton |imjses]

Mates Foeming pert of Statement of Comprebesishg Dncume As Cn

JN-Deg-1%
Sabe I8 Revense [mm sale of prsduris
F1-EhaE- 19 3 -
Sade of [oal - SMICL 237305308 S 235814
Lese: Chuality Compenssuian - SACT {3,391 518h (AL 020,327
Lams: Marmadl Loss - SMCL 1§ EHLET L1 332233
L. Ahmanmal Loss < SR L2 A6 s
HRale ol Crartuee « SWCT |5 486 650 THS5AED
Sube ol Crypewue-SCI BT 230,504 -
nke ol Tale AT ALS
[ Towl _Lsansgon | dan e g5
Mot 19 : Diher Inewme ==
F‘Mn 31 Dees
Cain an &g o Asess « SMCL (ZRIZY
Salit of Teei-ssne L.1m LT 5a2
Liguidated Clmmanes fi, 134 75 191475
Interesl Ercen short teamm doposil 3 554 DRk
Interz:s incame From Fnansial instramems al amorusaed oot . e 0
Masceliscyus Income M A7 26815
Ciuest [ louse Ckorpes 47 0 Lh A0
e Trim Wsigh brdes - SACL A 60, 724
| Sales - Lomileng Chgrges - S3UT - SMCL 1504 531 ¥
T 11304573
Note 20 : Changes in Invesiory of Finlshed Geouds
[ i e e
Particulars 3i-Deg-19 J1-Dec-18
Operune weeniory 6 fnshod goods 7.8, 228
Lews: Cleing inveniory of fuished seods
|
wodp Il o HIHHI Coat
i 2] Ji-Bye-19 31-ihes-19
Dhifling & Blesting - SMCL 6438 413 Bk
Frnvmosmest Mmmgsmetl Cost = ShCT 553K 93 1.4%y
Mmenl Regi B.137.495 559,01
Eafety & Prodective Crakies - SMCT 1 A%3 475 B 5T
Sowrfage Hem 00 405 410D
Miperal Tasting Expenses - SMOL 339,547 12 B0
Kimgping, (s T ARG A3 I6T UL AT
‘Iransporation frosn Tshopbargms o Hahraeg - SMCL 403553 10287503
Cioml Haisane Toat - SACL 12552013 (. KTl L)
Bowvabry LT B & 434, e
Coall Hand g cosl HI2ZIZ PSR
Trarsporistinn froin Plant 1 e Pl 2 - BWAEL 2683092 3
Transsoratinn from Mincs o stockovard - SMCL nizsee .
Sk Expenses 453303 &
v e, oodk = SHOCL 7.5 .
Wi 138K 139 Y600
Enstromtment Westornion Bond - ShCL® 4 974 TR E
| Amoriewing of defermed mine cost |.5%1 721 LATE &7
Tirtul 60l 716,71 201,554,180

"Tioe: The amatin deposited for Eothapla Qs Miee 5 Bu 10 per ST of maiensd dispaich in sdvancs by way
af Epvzonrsii Hestoration Wond e dse governmssi reveaie account with s R TIC shall apl ke chiginle for

refind and Benpe, i charped of T i the reverme
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Mote 22 ation & Maintenance Expenses
Particulars 31-Dag-19 31-Dhgc-18
R & M - Building - ShCL B ER 253,501
B de M - DHbee Equipment - ShCT i, W -
Rz b= Yehboles - S8CL 4 120,541 2, TOK K2
Visinede Runnme Exipenioes (POLT = S8 GNisEE|D 5 QG0 S G
B - Plant & Maghimery - S&CT Edl4 010 1,578 9454
R & M =daca processing cgomrient - ShCT 9 T BTE[(
PLIL Plant & Machiners T4 | RS 3036, 981
Power comsumpion for crisking plant = 30407 T6T, 4T 1,032 k46
Romd Marnienance = ShCL 11439 :
Insuranee = ShUL RUE Wia 315,607
Al Maudersmee=-FR [ 1087 51 LSt DI
l'ﬂH J3R81.774 17,383 413
Mote 33 Employvee Benelfits Eﬁnﬂm
Particular: Jl-Ihec-19 31-Dhic-18
Pavroll & Related Expenses
salaries  vanes dand allivances JILRNE, | 6 2475 ThA
A [l aneces 12381311 .
Leave Travel Conoesion - SMUL 1.733.29 KT By
Ohvertime Paviaisl LK A2% .
Perfprmungs Based Variasbe Pay - Shicl 4 3814 :
HRIT expenses 4632478 245508
Post Employment Benelits
GPF Congribution (Enpdisver = S8 14155, |62 I A0 483
Coraluny Chipdribuiion = ShOCE (ML E TREIED
Fepairmnticn Allownnees - SkiCL 345,504 17 810
Bonus 54111535 .
Carrlage Charses = ShCT 5. 523 B CERITTH
Uther Emplover Beneliis
Lazave Encashamenit - S3MCL | 0K 430 HIT 587
Lane Tenn Snidies - SMOL + :
Trenste Ceanl « ShCL 574, 704 '
(FPA 3L0TH] -
Ealai knyee B rl.'-rqgnilil.}u 5'.4.:';1] =% WL MM .
Tatal ﬁLi-H!uiTS‘: Eli'ilzf'ﬂ
e 24 Fimince Cost
Particnlars Ji-Dhec- 1% A =Dheg-
Interess on Secored Loan 7,544 BivK 4,061,339
Laan processing fiaes 1741, 0U7 i) 233
IEI R LR 4813 639
o lI-__.-' -
’ E.-' :"?f:‘[\* i
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Moo 2% Oither E:FEH!-

Ji-Dec-19 31-Thex-1H
| Adminisbrative & Other Fapames

Conmiltieg Charges - S&T. 00
Anidil Pesx & Fxpenses - SVECL 549 255 t45.330
Board heeting Eapeiises - ST 36 214 TLATE
Corpordie Social Begponsfnley - ST, | ED |93 kAR R
Electmiciny: Changes - SMCL 2i1B5F 220
[ lospmality & Eokrtammeni Expensss -~ SHCL TII6TH LEZ OS]
Lraerne | Clacpes - S840 1046, 06T TEELID
(iifice Expenscs « SWHCT LEAS [0 Th. 1 T4
CiTied Bewr - SMCL |44 pat L
LItfice Supplizs. Printing & Slaboneness - 3 [ TRl R ReR
Telepbons & Fax - S0MCL #5552 I 79,358
Suth-Commitiee Meetmp expersies - ShCL 71,600 15576
Sub-commlees sitting féc - SMCL 220000 BE 000
Litimt il spicla Bidtinn Eipiiises - SHICL [ BSIRE L] |28 540
Board Slicing Fe - SMCT Aha. 00 208,06
Fees & Subseripioo - SMCL 4,795 338 1599 633
Bank Charges = ShCL 54Tk LR
Momils Wibe off - SAC1 - B4, 5
Trewel-Faareipn - SRACL L2%h LK 1245 342
Travel-Local « SMCL FO15 88T 17953850
Mlbiting & Retmal Eapsmees - SMCL Al 347 dali 3]
Hire Charges = SkiC:L 4400 -
‘Winking lunch -~ SMCL SRS 144, 48
G House Expensses - SMCL 158741 -
Dicenaion - SWICL 332340 .
Bl Center Charges - SRACI 194 G500
Blasl Dhebs | G550 458 -
Htvvemiory Blence - Writlen CHT | Deedh BT -
Depreciaison Adiusimem ( Previoas Y ears | K] A%a) .
Sl Tadal jah-
hi Gensral Expdrses
Espaks, Mewspaper de Magamanes = 581 14,750 5,608
Fonde | Temdnil Exsemses - SMOL S5 45 N1 363
Shire & Spancs - SMUL &5l =
Fines & Pesalbies (RO | -
Sledin & Pubhcation Fxgsenses - SMCL 4id B57 -
Poetage & Conner charpes - SMCL 372010 1730

[ Sub Totad () - LI FINE R —

Tutal (bl - 3683, 297 I3, 776,067 |

Sper M B & |

Irarsoulur Ab-bec=19 Ji-lhee-1
Freiaht Cluwards « SWCL a3 08F T 9oR N2
Lisadmme & Uinlosding Charpes - 5001 |2 955 607 -
Siaclong chonges < SMCL TET 500
Tranapentabion Erom 51t Bangiyva « 5301 2117031 "
ST Clearmy, Expensid - SEACL I 549 -
Marketng & Seliing Bxpenses - SM0] Fl R kR -
Auchartsement - R5CL Al U5 I'ET.F-HJ
Toaul ILUS.Z S 0 A -5 TN

% ik

i Ai Ly -

Mt ol #imbcesbic 0 cquily shanchoiders ik [RELY T ) W) 3%0E3%
|smued ped cRrmancling of disary guires o ihebeginiimg of he vear 2539500 2479800
Ellet uf urdinary slares sneed dunne e vear . =
Wlghind aversge nansler of ordinary shares LOX, M 1409, 004
Basic aml DEuted Earnings pes Sare L1441 ¥7.db
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R Enomsiy in Mo, eeless altherw ise Slated)
ot I8 Capital management
) Hisk manngenment

The compusy s obpectives when mannging cepital are i

|, sufeguand their ehility o continue & @ going concem, a0t they can continue o prowide remms far shacchilders aml
benciits For othier seakebokders. ol

it Mniminan an opiimal cagienl structure w o reduce the cost of capdal

The Compary |5 fermind ae s wholly cwned subsidiary of Dok Hplding & Investments Linited { DHI) Compony monages
he shesre canital eued nedd subscrbed plone with sharehelder's fand aemearma 5 the fngneial soiement as canial of e

St 19 Fimunciul Risk Manspement

The Cempany's activities expose it 1o credit risk, lquidity dsk and morket nek 2. foregn ourrency’ risk, anierest rate
ruske and prrieo eisk

This note explains the sources of risk which ihe entity 5 cxposed io and how the eatily masspes the risk and the impoet

it in the finsec il Ents.
Esxpasure arising fram IHmnmt Management
[Credit rlsk Cosh und ensh equivelents, radelAgieg dnalvis Diversificstron of costnmer
regzivabdes,  fisnem|  assetsfCredit memgs hase
icaserai ol ampriised cosl
Liquidiey risk Boerowings und other ubilitics |I:!nk fow forecasts  [Asailabilin of commingd
Mcilitiey
| Mearket risk i) Freipe Curngney [Cask flow torecastisg |Currently the Company Tas
transnction: in |ncisn umll

L] earrency.

i) Interest Risk Sensitivity aralysis Woorkiing Capital Limi

1A Credii risk

Uredit risk is the risk that caunterparty will nod meat it ohbgatiors wuler @ finemeial instrument of cusiDMer coniracy,
ding 1o 3 fumcisl loss: The Compday 5 expoied 1o oredit risk from its operating sctivitiss primarily trade amd olbier
‘eivablex

i} Traske receivables
The Company's trade receivghbes: are non-interest bearing #nd: sre generally on 30 dave 8o &0 dayi cradit ferm
Lestatiling customer recedvables pre repulorhy momitored  1he agelag of Fade recevakiles as o7 halance shast date is i=sg

Thas six memths Except in ease of Durigsam Cemem Corporation Limited (DCCL), being the sister company, gradil term
s heen eutenilead

The recuirement for impuimment s analysed ot éach reparting date. Refer nete T for detasls on the impairmend of trade
meceavibles, The maxisuom expasure o credit rigk of the repoctiny date is the carrving valug of cach ¢lizs of financial
ussets dischosed i Mow 26 The Company does not hold eollaceral i securay.

i} Financial instruments and cash deposis

Credil rsk from Balunees with banks ard fimsncial menunsons s maraged by ihe Company’s Finsnce & [rvestrsal
Depurtment. Fer banks ard financial instiobions. only bigh: rated hanks'institutions e secepled Fimancinl Assets e
conzidered tobe ol good guality amd thene is o slpnifbeant credit risk

B

o
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(8] Liguidity risk
Liquidity risk is the risk thet on entity will epcowunter difficulty inmeeting oblizations pz=ociated with financial liakilitkes
that are sefiled by delivering cash or another financial asset
Management monitors rolling forecasts of the Company's liguidity positien and cash and cash equivalents on the basis of
expected cash Mows, This s gemerally performed in accordance with practice and hmits set by the Lompany
(i) Matoritics of financial liabilities
e takles below analyse the Company’s Tinancial liabilities into relevant maturity groupings based on their
codtraciugl maturities for all fnancial labilities

e amoaais disclosed in the table ase the contraciual undiscounted cash flows. Halances doe within 12 months equal ther

carrying balances as the impact of discounting is ot significant

Contracioal matarities of lnancial liabilities Less iham § vear  More than 1 Tutal

31 Devcember 2019 YEOFS

Iratle amd Other Pavables | B.50 383 - | .96 383
Total fimamcial liabilitics LB A0, 385 - 18,009 383

Coatracinal mainrides of Mnancial liabilities Less tham 1 vear  More than |

A1 December 2018 Yrears

'm de-and Cither Payables 49755423 - 49,755,425
[oial finamcial liabilities 49,755,415 & 49, 755425

(AN amounts in Nu , unless otherwise stated)
{01 Market risk

() Foreign currency risk

Forgign Curmency risk 15 the ask that the fair valoee or fusure cash Aows of & finencial imstrument will Muctuste betause of
|"i:’IIIL'I.-'h in 1-:—'E||__'.'l L"!\.E."I.HHHE" TaElay

e Company operates monly Mu or Indian currecy, there 1= no fluctuation in the exchange rate between Indian gurrency

and Local curency. Hence is not exposed w0 forelgn currzncy risk.

{ii) Imteresd raie risk
Inferest rate risk i4 the Ak that the ferr value or fisture cash flows of o financal mstrument aall ectuate becaose of

whanges in masket mterest rates. The Company 15 exposed to the risk of changes in markel imerest rates primarly oo the
\'.'-::l:1|‘|.'lrli|."-. wark ir||_' |.'.:|E|I||I| Himid obligation with r]n.:ﬁi_'tg intapaztks

Mhe company bas only fined rated borrowings and are carmed a amortized cost and hence not subject o interest sk as
defined in BERS 7
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M. Alatment of shares have beens mashe o Dk Holding & Tnvesunents Limred (DHIL) wha is bobding 100 perccnt
shares of the Comporation. Dunng the yesr, no amount [ IYr- Nu. 50 milion) has been recesved from DHIL as sclditiceral
Equity imjection in suppont of busmness expantion

3L Tern Soan of Wi 80 million was availedd fram Maganal Pension and Provudent Foand (INFPE) by plediging LYHI
prarancee. The term doan of Nu. 80 mulbon s on 31at December 209

32, All the halirices agatnst debtor, credimes and advanses are based on the iyoices rabsed to/mised fror and sdvances
paid respectively, which are nor sered as a reporting date. The company hes already ininared the process of availing
confirmation from vardous partes. Pending completion of the ame including reconcilanion, any further adverse sdmstments
to be made in these secounts are not presentiy ascestainable ast this stage. The Dumceors are of the opinion that be effect of

process may not be sgraficant and material noeelanon o these financal stateroents,

33a. These are no COTTIngEnL Labilines for the ﬂ:nm.pan:r a8 on st December 2009

A3b. Capital Commitaent

[Particutars 2019 2H1E
2A. Property, Plant and Equipment

Plamt S Machinery 109 035 00 35504027
Fusninire & Foemre 2569150 498,263
Safety Equipment 17435 24,100
Sunvey Equipment 110,740 37998
Motor Vehicle T A70L000 26,079,368
Building & Civil Surucrure 31040, TR0 2893 8902
Lab Equipment 575, T 431371
Jﬂiﬁn Equipment 690, 70U 4,566,493
Data Processing Equipment i, B03 D 2,302 Bk
Total Property, Plant and Equipmeni 178,659 535 73,264,338
ZH. Intangible Asscis

Softwure B, 500 000

Total Intangible Assens 1,500,000 -
Balince to Accounts 180,189,535 73,260,388

56
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1 fslidiemn g talbls i ues du iy of eoinay ek prdorered o e peeset ik of ihe defined henaftl ohitm by verping thi woumpiin emees as iy The Lme
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F. Composition of plan ssset
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o Estimated iy of abdiity (in years)

4.2 Bensitivity analyses

Tra frliirwteeg able. surmraiiins S rmuts of SEnaily RIS PRTTEd 00 i predect vl of Be deired Daret obigm on Oy s8yng INE
mgumEtion paramriers 2 ieied Tha SArM meiel sl saiumben metkcdningy oa desomibed i 1.4 i AT e S sxertise of srees
=atng.
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0. Amaund recognised 38 othes comprohsngive income

Ergrense recignised is ol (o jie b nesme
E. Reconciliation of changes in presen ralud of dafined benalit obligat

F. Composition of plan assat
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J. Estimaton sarm of iabilty {in ysars)

Sensitivity analyses
mmmﬁmmmammuummumm#nmwmnmh

mnm g paarian 43 Eied, The LT modsl pad yetusine matcalopy e descrited b 3.0 wal tngicead By e soemise of sieee Seiing

0. Amount meoqnised as cihar compre hansive incoms

Ehﬂutu.lﬂu Hu: iu;
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. Esbimeted wwein of Sability (In yaarm)

4.7 Sensithvity analyses

The kskweeng @ik Tummassns s renid of selaady sl T on e preen venes of B deloid bEeft nivigalon by sevng e
mmummmmnwmm-mihmmﬁhﬂmm
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(AN smounts im Mo, unbess otherwise stated)
{1 Fair value hierarchy

This section explains the judgemenis and estimates made in determining the fair values of the financial instruments that
s [ a) recognisid and measored ot fuir value and (b)) measured at amortised cost and for which fair values are disclosed
in the financial statements; To provide.an indication about the reliability of the inpauts used in determining fair valwe, ihe
Company hes classified its finencial mstruments inta the three levels presceibed under the accounting standard.

Level 1: Level | hierarchy incledes financial instruments measured using quoted prices.

Level 2: The far vatue of financial instruments that are not lraded i an sctive market is determined using valeatson
technigues which maximise the use of observable market data and rely as little as possible on entitv-specific estimates. If
all significant Inputs required w fair value an [nstrument are observable, the instrument is included in level 2.

Level 3 1f one or more of the significant inpuds 15 not based on phservable market data, the instrument is meluded 10
level 3

Wb Vo lition technbgue ozl 0 determine Gir value

Specific valuation technigques used o value Bnancial instruments include:
& ke B valuie of the fnancial mstruments 5 determinsd using discountad cosh fow analysis

{iii} Fair value of financial assets and liabilities measured ai amoriised cosi

: 31-Daec-1%9 Sl-Diec-18
Particulars s I

Carrving Amouni  Falr value Carrving Amouni Fair value

Financinl assets
Envircenment Bestonation Bond P96 002 ) 10,196,102 10,826, 102 PO 825, 102
Total financial asseis 11,196 102 | 1509102 10 824,102 10,82, 102

The carrying amounts of remaining financial sssets and Tabdlities are considerad 1o be the same as their fair values, doe
to their shori-term nature,

The Fair values tor financial instruments were calculated besed op cash Hows discountad using current borrowinmg rate
They are classified as level 3 fair values in the fair value hierachy due o the inclwsion of unebservable inputs including
counterparty credit resk.

signilbcant estimates

The fair value of financial instruments that are not traded in an active market 15 determined wsing valuation techniques.
The Company uses ifs judgement Lo sefect @ variety of methods and make assumptions thet are mainly based on market
conditions existing -2t the end of each reporting period. For details of the key assumptions used and the impacl of
changes to these pesumpsions see (i1} above,
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Branch Offices

Habrang Coal Mines
Samdrupcholing, Dungkhang
Samdrup Jongkhar
Tel: 17121651

Tshophangma Coal Mines
Samdrupcholing Dungkhang
Samdrup Jongkhar
Tel: (+975)-17121651

Dzongthung Stone Quarry Project
Tashigang
Tel: (+975)-17453433

Crushing Plant 2, Zungdi
Tashi Yangtse
Tel: (+975)-17453433

Khothakpa Gypsum Mines
Pema Gatshel
Tel: (+975)-07-471114

Sales Office
Samdrup Jongkhar
Tel: (+975)-07-252047/252048

Kharbaridara Stone Quarry Project
Samtse
Tel: (+975)-77862366



GURUNG BASTI, SAMTSE
P.BOX NO. 320
TEL: (+975)-05-365885
EMAIL ID: SMCL@SMCL.BT
WWW.SMCL.BT




