
ANNUAL REPORT 2019 STATE MINING CORPORATION LIMITED 1

STATE MINING CORPORATION LTD.

རྒྱལ་ཁམས་ས་གཏེར་ལས་འཛིན་ཚད།

GurunG Basti, samtse
P.Box no. 320 

tel:  (+975)-05-365885
email iD: smcl@smcl.Bt

www.smcl.Bt

ANNUAL REPORT 
2019



ANNUAL REPORT 2019STATE MINING CORPORATION LIMITED2

Gurung Basti, Samtse 
Tel:  (+975)-05-365885
P.Box No. 320
Email ID: smcl@smcl.bt
www.smcl.bt

 ©STATE MINING CORPORATION LIMITED
 ALL RIGHTS RESERVED 

Designed & concept by ICT Section SMCL, Printed at Bhutan Printing Solutions (www.prints.bt)

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



ANNUAL REPORT 2019 STATE MINING CORPORATION LIMITED 3

STATE  MINING CORPORATION LTD.

ANNUAL REPORT 2019

རྒྱལ་ཁམས་ས་གཏེར་ལས་འཛིན་ཚད།



ANNUAL REPORT 2019 STATE MINING CORPORATION LIMITED 1

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 
potentials of  mining sectors’ contribution to the nation’s 
socio-economic development and expand economic 
opportunities, create jobs, and generate revenue for the 
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 31st 

December 2014.

VISION

Be the leading company in sustainable mineral resources 
management to distribute the national wealth to the 
people of  Bhutan.

MISSION 

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

VALUES  

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

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

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

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

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

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 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

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 
2006. 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 FMFS & 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 I  24,985.00 

2
Culture & religious events (Construction/renovation/preservation of  lhakhangs, chort-
ens and other monuments) & Community Development

479,675.00 

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 & tippers

EMEs hired 44
231,477,284.09

27 nos of  excavator, 2 nos of  rock breaker, 2 
backhoe loader and 2 pay loader

Tippers hired 81 60 tippers and one water tanker

Freelance individual 
Tippers-Transportation 
of  minerals

679 394,806,101.72

Gypsum transported from Pema Gatshel to S/
Jongkhar & Coal transported from Habrang 
Coal Mines to Nanglam, Gomtu, Gelephu and 
P/ling.

Construction Contract works 2 673,581.98 Road maintenance

Manpower 
Engaged

Operators 44

Drivers 760
Coal raisers (including 
66 students) 105 12,352,612.89 Awarded on per MT basis

Daily wage earners 32 2,220,439.00

Construction workers 56 1,864,950.48 Labour charges 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.  If  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 scarce 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-à-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

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 shareholder’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

Sl. 
No. Name of  Director Designation & Address Description Date of  Ap-

pointment Remarks

1 Dasho Karma Yezer 
Raydi

Chief  Executive Officer, 
DHI Chairman 5/6/2018 Non-Independent

2 Mr. Jigme Thinley Sr. Analyst, DHI Board Member 5/3/2019 Non-Independent

3 Mr. Kezang Jamtsho Chief  Executive Officer, 
SMCL Board Member 1/7/2019 Non-Independent

4 Dasho Sonam 
Wangyel

Dzongdag, Samtse Dz-
ongkhag Board Member 5/6/2018 Independent

5 Dasho Thinley 
Namgyel Secretary, GNHC Board Member 5/3/2019 Independent

6 Mr. Galey Norbu Director, National Land 
Commission Board Member 5/3/2019 Independent

7 Mrs. Kezang Deki Chief  Engineer, IIDD, 
MoEA Board Member 5/3/2019 Independent

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 Sr. 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 Director, National Land Commis-
sion 6/6

7 Kezang Deki Chief  Engineer, IIDD, MoEA 4/6

8 Karma Choden Executive Director, Keshet Foun-
dation 1/1 Retired on comple-

tion of  2nd term
9 Yeshi Dorji 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
28th 15/3/3019 Hotel Bhutan Ga Me Ga, Phuentsholing
29th 23/4/2019 Hotel Druk, Phuentsholing
30th 20/6/2019 Hotel Bhutan Ga Me Ga, Phuentsholing
31st 5/8/2019 Ro-chog Pel Hotel, Thimphu
32nd 30/10/2019 Kuendhen Hotel, Samtse
33rd 19/12/2019 Hotel Bhutan Ga Me Ga, Phuentsholing
34th 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. Each 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
11th 14/4/2019 Tara Phendeling, Thimphu Audit Meeting
12th 26/7/2019 Tara Phendeling, Thimphu Audit Meeting
13th 19/12/2019 Hotel Bhutan Ga Me Ga, Phuentsholing Budget Meeting
14th 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
4th 14/3/2019 Hotel Bhutan Ga Me Ga, Phuentsholing
5th 29/4/2019 Office of  Dzongdag, Samtse
6th 14/5/2019 Jambayang Resort, Thimphu
7th 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
7th 1/2/2019 Office of  the CEO, DHI, Thimphu
8th 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 AUDITORS’ REPORT 
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FINANCIAL STATEMENTS
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