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THE YEAR UNDER REVIEW

The year began on a promising note to consolidate and surpass our past achievement trend. With excitement, even two 
new portfolios, the supply of  stone-based construction materials to KHEL and supply of  railway ballast to the North 
East Frontier Railways were added in the Compact 2020. The revenue and profit targets were raised to Nu. 1.97 B and 
Nu. 447.96 M respectively. However, the closure of  the border gates on 23 March 2020 and subsequent two nationwide 
lockdowns by COVID-19 dampened our performance. The two new portfolios did not take off  due to reasons beyond 
SMCL’s control. 

The revenue achieved was Nu. 1,165.90 M, a decrease from Nu.1,432.76 M in 2019. However, the profit after tax (PAT) 
increased to Nu. 363.06 M from Nu. 336.35 in 2019. Net profit margin improved at 31.69%, registering a 32.41% increase 
over 2019, while the already high return on equity saw a slight improvement to 49.77% from 49.43%. SMCL has become 
a highly equitized Company over the years. 

Though the quantity of  gypsum production and sale decreased, PAT increased from Nu. 248.68 M to Nu. 263.48 M. 
Further, net return per ton soared from Nu.509.59 to Nu.802.88. Such an increase was the outcome of  the Board and 
Company’s resolute and aggressive stance, which raised the selling prices of  gypsum in the different export markets seg-
ments, right from the beginning of  the year. 

For the first time, in May 2020, the coal belt stretching from Jomotshangkha to Nganglam was leased to SMCL at an 
annual lease fee of  Nu. 50 M. Coal production target of  92,625.58 MT was fulfilled. Sale target of  85,000 MT could not 
be achieved as only 72,160.75 MT was sold to the domestic industries. Sale target was severely impacted by border gates 
closure and nationwide lockdowns. To reduce the impact, coal was even transported via Pema Gatshel to Nganglam to 
keep DCCL operational. The PAT from coal was Nu. 111.92 M, a decrease from Nu. 132.68 M in 2019. However, if  we 
consider the prorated amount paid as annual lease fee of  Nu.50 M, there is a slight increase in PAT in 2020. 

The production of  boulders and aggregates was planned to meet the requirement of  KHEL. As KHEL did not take off, 
we strategized to meet the local demands and avoided excessive stocking to reduce operation costs. Due to such stringent 
cost cutting measures, Dzongthung Stone Quarry and Crushing Plant made a small profit for the first time. 

On 2 June 2020, the Ministry of  Economic Affairs directed SMCL to take over the Chunaikhola Dolomite Mine (CDM) 
from Jigme Mining Corporation Limited (JMCL) for an interim period. Subsequently, SMCL took over CDM from 
JMCL, along with 128 employees on 1 October 2020. The Company negotiated and paid Nu.60 M for key equipment, 
machineries and infrastructures to ensure seamless operation of  the mine. Mining operations started from 7 November 
and produced 307,315.15 MT of  dolomite and crushed 279,917.23 MT against the targets of  300,000 MT and 270,000 
MT, respectively. The company was not allowed to sell in 2020. 

In view of  the performance of  the Company in earning profit during the pandemic year and considering need for finance 
by the national exchequer, the Board and Company declared the highest dividend till date at Nu.364.55 M, 124% of  the 
share capital of  Nu. 293.99 M.

In 2020, DHI conducted corporate governance (CG) assessment to examine the compliance of  overall corporate gov-
ernance in the Company. A report was issued based on the assessment conducted, reflecting the overall performance of  
the Company in corporate governance. The Company scored an aggregate of  93% for the five CG principles used for 
assessment as shown in the graph below. The score is among the highest in the DoCs under DHI.
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In addition to corporate social responsibilities (CSR), SMCL believes in boosting local economies through broad-based 
benefits sharing.  Out of  the total annual expenditure of  Nu. 634 M, Nu. 521 M, which was more than 82%, was ploughed 
back to the community in terms of  expenditure on hiring of  machineries, trucks for transport, local labor for manual 
works and on petty contracts. 
Doing business during the year was not easy. A great lesson learnt was the need to be agile in restarting operations right 
after lockdowns to minimize impacts. As soon as the first lockdown eased, we were promptly able to resume our business. 
In close coordination with local COVID-19 Task Forces, we operated our business strictly with protocols. Hence the 
second lockdown had less impact as we had learnt to operate under containment mode from the first one. The Eastern 
COVID Task Force deserves a special appreciation for being extremely supportive to the Company in facilitating trans-
port of  gypsum and coal within the country as well as for export.
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

 



ANNUAL REPORT 2020 STATE MINING CORPORATION LIMITED 3

TABLE OF CONTENTS

THE YEAR UNDER REVIEW	 1

COMPANY PROFILE	 5

BOARD DIRECTORS	 7

MANAGEMENT TEAM	 9

DIRECTORS’ REPORT	 10

CORPORATE GOVERNANCE REPORT	  15

INDEPENDENT AUDITORS’ REPORT	  19

FINANCIAL STATEMENTS	  30



ANNUAL REPORT 2020STATE MINING CORPORATION LIMITED4



ANNUAL REPORT 2020 STATE MINING CORPORATION LIMITED 5

COMPANY PROFILE

The State Mining Corporation Limited (SMCL) is 100% DHI owned company and was incorporated under the 
Companies Act of  the Kingdom of  Bhutan on 31st December 2014. 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). 

As on 31st December 2020, the Company has two coal mines, one gypsum mine, one stone quarry and one dolomite 
mine in operation and the net value of  the Company during the year was Nu.729.50M.

MISSION 

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

VISION

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

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. 

Efficiency 	
Committed to highest standards through hard work, cost control and innovation
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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.

CHEWANG RINZIN

DIRECTOR - ROYAL INSTITUTE FOR GOVERNANCE AND STATEGIC STUDIES

Dasho Chewang Rinzin is a Deputy Chamberlain to His Majesty The King of  Bhutan, 
and the Director of  the Royal Institute for Governance and Strategic Studies (RIGSS). 
He headed the team that established the Institute in 2013. Prior to being appointed at 
RIGSS in 2013 by His Majesty The King, Chewang worked at the Bhutan Standards 
Bureau (BSB), the National Standards Body of  Bhutan. While at BSB, he was a core 
member of  Bhutan’s WTO Negotiating Team, from 2005-2008, as an expert on 
Technical Barriers to Trade. Chewang has a B.Tech Degree in Electrical and Electronics 
Engineering from the TKM College of  Engineering, Kerala University and a Master 
in Public Administration from the Lee Kuan Yew School of  Public Policy, National 
University of  Singapore.
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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 DORJI

SENIOR ANALYST - DHI THIMPHU

He has MBA from Aarhus School of  Business and Social Science, Aarhus University, 
Denmark in 2012 and Bachelor of  Commerce from Pune University, India 2007. He 
started his career in 2008 in Bhutan Development Bank Limited as Assistant Branch 
Manager and later as Manager, HR Division. He joined DHI as Senior Analyst from 2014 
till 2017 and currently serving as Senior Analyst, Office of  Performance Management, 
His Majesty’s Secretariat. He has wide knowledge in research and business development, 
banking & financial planning, performance management, policy formulations, 
developing standards/manuals, organizational development and restructuring, and 
manpower planning. 

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.

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.

 



ANNUAL REPORT 2020 STATE MINING CORPORATION LIMITED 9

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, SALES & 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)

MANAGEMENT TEAM 
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DIRECTORS’ REPORT 

To the Shareholders

It is my honor and privilege, as the Chairman of  the Board of  SMCL, to present the Directors’ Report for the year 2020. 
2020 began on a promising note to consolidate and surpass our past achievements. Even two new portfolios, the supply 
of  stone based construction materials to KHEL and supply of  railway ballast to the North East Frontier Railways were 
added in the Annual Compact 2020. Accordingly, the revenue and profit targets were raised to Nu. 1.97 B and Nu. 447.96 
M respectively. However, the closing of  the border gates on 23 March 2020 and subsequent nationwide lockdowns due 
to the COVID-19 pandemic dampened our performance. The two new portfolios did not take off  due to reasons beyond 
SMCL’s control. 

The revenue achieved was Nu. 1,165.90 M, an 18.63% decrease when compared to Nu. Nu.1,432.76 M in 2019. However, 
the Profit after Tax (PAT) was Nu. 363.06 M, a 7.94% increase when compared to Nu. 336.35 in 2019. Net profit margin 
stood at 31.69%, registering a 32.41% increase over 2019, while the already high return of  equity saw a slight improve-
ment to 49.77% from 49.33%. A great lesson learnt was the need to be agile in restarting operations after lockdowns. The 
second lockdown had minimal impact since we operated under containment mode from the first one. 

OPERATIONAL HIGHLIGHTS

GYPSUM

Gypsum production was severely affected by COVID-19, as illustrated in the following graph. 
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With the closure of  the border gate on 23 March 2020, sale was completely stopped till 2 May. As a result, stock at Sam-
drup Jongkhar reached its capacity by the end of  April and transportation of  gypsum from Pema Gatshel was stopped 
from 1 to 26 May. Stock in Samdrup Jongkhar continuously diminished thereafter while stock in Pema Gatshel accumu-
lated after May. This situation was the result of  reduction in number of  trucks carrying gypsum to Samdrup Jongkhar 
due to frequent breakdowns in the absence of  spares and workshops services. Hence production had to be calibrated 
with the build up of  stock at mines against the transportation and sale from Samdrup Jongkhar in order to control costs. 
Production and sale of  gypsum was 392,872.02 MT and 328,336.62 MT, respectively. 

In spite of  the decrease in sales, the PAT for gypsum increased from Nu. 248.68 M to Nu. 263.48 M, a modest 6% in-
crease. However, net return per metric ton soared from Nu. 509.59 to Nu. 802.88, a jump of  36.5%. Such increase is 
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attributed to the company’s resolute and aggressive stance taken towards raising the selling price of  gypsum in the export 
markets at the beginning of  the year while also exercising stringent cost control measures in production. 

COAL

In May 2020, following the completion of  the lease period for Eastern Bhutan Coal Company in December 2019, the 
whole coal belt stretching from Jomotshangkha to Nganglam was leased to SMCL at an annual lease fee of  Nu. 50 M. 
At the same time, a portion of  the Reshore Coal Mine was given to SMCL for immediate operation to meet domestic 
demands. Our immediate response in operating the coalmine was short lived as it had to be suspended due to ground 
stability issues. As a replacement, Khichangpo Coal Mine was taken up, but was not very successful, as we had to wind it 
up even here due to pinching of  coal seams. Demobilization was prompt to maintain break even status of  this operation, 
though there was overall loss when combined with Reshore operation. 

Our production target was fulfilled with 92,781.80 MT, a combined target of  2,500 MT from Khichangpo and 90,000 MT 
from Habrang and Tshophangma. Sale target of  85,000 MT was not achieved as only 72,160.75 MT was sold to domestic 
industries. Sale target was severely affected by closure of  border gate and nationwide lockdowns. After sometime, coal 
was transported via Pema Gatshel to DCCL in Nganglam, though the number of  trucks and frequency was reduced. But 
greater impact was caused by the lockdown from 11 August as coal sale in dry season from September onward reaches its 
peak during normal times. During this period, only limited trucks with escort was allowed by the health safety protocols. 
To boost sales, the Company strived hard and sold additional 5,178.85 MT coal from Motanga, for the first time from a 
temporary stockyard. Coal was lifted to Motanga from Habrang and dispatched to cement plants in Gomtu and AWPL 
in Gelephu from 28 October 2020. Indian trucks were engaged by the buyers to transport from Motanga to Gomtu and 
Gelephu as escort was not available to these places. 

The PAT from coal was Nu. 111.92 M, a 15.65% decrease from Nu. 132.68 M in 2019. If  we consider the prorated 
amount paid as annual lease fee of  Nu. 50 M for the first time, there is an increase in PAT in 2020. 

STONE BOULDER AND AGGREGATES

The production of  boulders and aggregates was planned to meet the requirement of  KHEL if  it commenced. As KHEL 
did not take off, however, we strategized to meet the local demands and avoided excessive stocking to reduce operation 
costs. Dzongthung Stone Quarry and Crushing Plant produced 75,101.10 MT of  boulders, 55,379.15 MT of  aggregates 
and sold 25,377 MT, and for the first time made a small profit.  

DOLOMITE

On 2 June 2020, the Ministry of  Economic Affairs directed SMCL to take over the Chunaikhola Dolomite Mine (CDM) 
from Jigme Mining Corporation Limited (JMCL) for an interim period. Subsequently, SMCL took over CDM from 
JMCL, along with 128 employees on 1 October 2020. The Company negotiated and paid Nu. 60 M for key equipment, 
machineries and infrastructures to ensure seamless operation of  the mine. Mining operations started from 7 November 
and produced 307,315.15 MT of  dolomite and crushed 279,917.23 MT against the targets of  300,000 MT and 270,000 
MT, respectively. The Company was allowed to sell dolomite only from 1 January 2021. 

COAL WASHERY

The procurement of  coal washery machine and construction of  civil works at Habrang were on schedule except the 315 
KVA transformer that was to be lifted from Birpara, India. However, erection of  superstructure, installation, testing and 
commissioning got delayed due to the Indian experts and workers not willing to come and undergo 21 days mandatory 
quarantine. 
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FINANCIAL POSITION AND KEY FINANCIAL PERFORMANCE HIGHLIGHTS 

INCOME 

The total revenue for the year was Nu. 1,165.90 M, against the compact target of  Nu. 1,973.64 M. When compared to 
revenue of  2019, there was a decrease by 18.63% due to COVID-19 impacts. Khothakpa Gypsum Mine contributed Nu. 
684.74 M, Habrang and Tshogphama Coal Mine contributed Nu. 460.89 M, Dzongthung Stone Quarry contributed Nu. 
17.67 M and Corporate Office contributed Nu. 2.59 M to the total revenue of  Nu. 1,165.90M.

EXPENDITURE 

The total expenditure was Nu. 634.20 M, a 33.4% decrease from Nu. 952.26 M in 2019. The decrease in expenditure was 
primarily due to inventories of  Nu. 212 M accumulated due to sale and transport difficulties. Expense on gypsum was Nu. 
306.63 M, on coal Nu. 289.56 M, on stone quarry Nu. 16.42 M and on dolomite Nu. 21 M. The Corporate Office incurred 
expenses of  Nu. 40.43 M. Khichangpo, combined with Reshore added Nu. 2.17 M to the total expenditure. 

PROFITABILITY 

The PAT achieved was Nu. 363.06 M, though the compact target was 477.96 M. If  compared with PAT of  2019, there 
was an increase by 7.94%. Net profit margin at 31.69%, registered a significant increase of  32.41% from 2019. 

CASH FLOW 

There was decrease in cash flow position to Nu. 82.681 M from Nu. 190.64 M in 2019.
 
AUDIT ISSUES 

The Company is pleased to report that there was no audit observation by the Statutory Auditors for the year 2020. 

BOARD’S RECOMMENDATION OF DIVIDEND 

In view of  the performance of  the Company in earning profit during the year and considering need for finance by the 
national exchequer, the Board and Company declared dividend of  Nu. 364.55 M, 124% of  the share capital of  Nu. 
293.99 M.

CORPORATE GOVERNANCE 

The Company strives at all times, to abide by the provisions of  the Corporate Governance Code (CG Code), 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 endorse-
ment in the Annual General Meeting. 
The Company’s Board comprises seven Board Directors including the Chief  Executive Officer. The Company conducted 
four Board Meetings and an Annual General Meeting. The Company has three Board Sub Committees, namely Board 
Audit Committee, Board Tender Committee and Board HR Committee. The Chairperson of  Board Committees report 
all the matters deliberated at the sub-committee level to the full Board with recommendations for decision and final ap-
proval. 
In 2020, DHI conducted CG assessment to examine the compliance of  CG Code and to see the overall corporate gov-
ernance in the Company. A report was issued based on the assessment conducted, reflecting the overall performance 
of  Company in corporate governance. The Company scored an aggregate of  93% for the five CG principles used for 
assessment as shown in the graph below. The score is highest among the DoCs under DHI.
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CORPORATE SOCIAL RESPONSIBILITY 

SMCL contributed Nu. 1.66 M directly to support schools, institutes, colleges, lhakhangs and communities during the 
year. Besides contribution in cash, Company also assisted in the construction of  roads, provided aggregates, stones and 
other construction materials.

In kind, Company donated raincoats, gumboots, IT equipment, protective gadgets, refrigerators and solar lights and 
construction materials to COVID-19 frontline workers. The Company deployed vehicles for delivery of  essential items 
and transportation of  frontline workers, reach samples to hospitals, transportation of  students, construction materials for 
shade constructions, and water tankers for supply of  drinking water.

SL. No Beneficiaries Amount (Nu)
1 Covid-19 ( Desuups/frontliners) 548,546.60

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

416,791.15

3 Schools, institutes & colleges, hospital 702,500.00
Total 1,667,837.75

BEYOND PROFITS: SHARING BENEFITS WITH THE COMMUNITIES 
SMCL believes it has responsibility towards communities in boosting their livelihood though economic activities. 
The table below shows the details of  revenues pumped into local community and businesses: 

Particulars Details Amount. Nos Remarks

EMEs & 
Tippers

EMEs hired
239,721,030.82

50 42 nos excavators, and 8 nos wheel loaders.
Tippers hired 184 182 nos tippers and 2 nos Water Tankers.

Freelance individual Tip-
pers-Transportation of  minerals 266,714,765.07 383

Gypsum transported from Pema Gatshel to S/ 
Jongkhar & Coal transported from Habrang Coal 
Mines to Nganglam.

Construction 
works

Contract works (Labour contract 
to locals) 2,702,906.90 7

Manpower 
Engaged

Coal raisers (including Students) 10,216,452.59 110 Awarded based on Output per Man-shift and per MT.

Operators 50

Drivers 567
Daily wages earners 2,412,706.00 31

Total 521,767,861.38 758
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Out of  the total annual expenditure of  Nu. 634 M, more than 82% is distributed to the private sector and individuals 
within the communities, which otherwise could have led to the concentration of  wealth in the hands of  a few. These 
figures prove our contention that state ownership in the natural resources sector is indeed beneficial to the larger private 
sector. It is a compelling illustration of  how the public and private sector can not only co-exist but grow together in a 
mutually beneficial manner. 

CHALLENGES AND WAY FORWARD 

The main challenge for SMCL, which manifests and impedes in various ways, is uncertain policy environment. The Mines 
and Mineral Development Policy and the Mines and Minerals Bill are still under debate. The debate on private versus state 
operation of  mines involves multiple interest groups. Under such a policy and legal environment, long-term planning and 
investments are at great risk. The mining sector is evolving fast and not taking the right decision at the right time could 
put us in great disadvantage over the years. Interim operations of  mines will have long-term implication in choice of  
technologies, efficiency and consolidation of  operations over the years. 

Unexpected risks like COVID-19 can destroy the mining business. Cost of  business operation can increase signifi-
cantly, if  proactive remedial measures are not initiated promptly. Mining operations face many risks and to be able 
to see imminent risks and manage them will be key to success. 

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. SMCL is already feeling the void at senior level as the business grows from year to year. 
Selecting and recruiting right people has become a challenge.  

SMCL is maligned at the national and community level, which erodes morale of  employees and institutional vitality to 
perform. The Company and its employees, however, draw inspiration from the noble vision and deeds of  His Majesty the 
King. We are also constantly reminded of  our efforts by the words of  former American President, Theodore Roosevelt, 
who in his famous “The Man in the Arena” speech said that, “It is not the critic who counts; not the man who points out how 
the strong man stumbles, or where the doer of  deeds could have done them better. The credit belongs to the man who is actually in 
the arena, whose face is marred by dust and sweat and blood.”

ACKNOWLEDGEMENTS 

The Board would like to sincerely thank the Royal Government of  Bhutan, Druk Holding and Investment Limited, all 
regulatory agencies and stakeholders like Department of  Geology and Mines, National Environment Commission, Na-
tional Land Commission, their subsidiary offices, Dzongkhags, and Communities for their support and helping SMCL to 
achieve its mandates. In particular, amidst the pandemic, the Eastern COVID Task Force has been extremely supportive 
to the company in facilitating transport of  gypsum and coal within the country as well as for export.

The Board would also like to thank the Chief  Executive Officer for his selfless leadership and hard work done by his 
team. 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 2020

1.	 BOARD DIRECTORS

The Board is the apex 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 constitute seven members appointed by the shareholder at the Annual General Meeting. The members con-
stitute four independent and three non-independent directors from diverse professional background. The diverse com-
position in terms of  knowledge, skills, experiences, age and gender helps the Board to make informed, independent and 
objective decisions in the interest of  the shareholder, company, employees and other stakeholders. 

Board Members in 2020

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

pointment Remarks

1 Dasho Karma Yezer 
Raydi

Chief  Executive Officer, 
DHI Chairman 3/3/2020 Non-Independent

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

3 Jigme Dorji Sr. Analyst, DHI Board Member 27/11/2019 Non-Independent
4 Chewang Rinzin Director, RISS Board Member 3/3/2020 Independent

5 Geley Norbu Director, National Land 
Commission Board Member 5/3/2019 Independent

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

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

Board Directors’ attendance and retired  from March 2020

Name Designation Designation & Address Attendance Remarks
1 Dasho Karma Yezer Raydi Chief  Executive Officer, DHI 4/4
2 Kezang Jamtsho Chief  Executive Officer, SMCL 4/4
3 Sonam Wangyel Dzongdag, Samtse Dzongkhag 1/1 Retired
4 Thinley Namgyel Secretary, GNHC 4/4
5 Chewang Rinzin Director, RIGSS 3/4

6 Geley Norbu Director, National Land Commis-
sion 4/4

7 Kezang Deki Chief  Engineer, IIDD, MoEA 4/4
8 Jigme Dorji Sr. Analyst 4/4

3.   BOARD MEETINGS

Four Board Meetings were held 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. 
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Board Meetings

No. of  Board Meeting Date Venue
35th 03/03/2020 Virtual
36th 29/09/2020 Virtual
37th 25/11/2020 Virtual
38th 25/12/2020 Virtual

4.   BOARD COMMITTEES

The Board may from time to time establish Board Committees as is considered proper 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 2020

No. of  Meeting Date Venue/Mode Remarks
14th 28/9/2020 Virtual Audit Meeting
15th 24/11/2020 Virtual Audit & Budget Meeting
16th 1/12/2020 Virtual 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 Board Human Resource Committee reviews and assess the policies & strategies to strengthen internal systems and 
processes related to 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. 
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The details of  the Board HR Meetings held in 2020

No. of  Meeting Date Venue
8th 19/10/2020 Virtual from Samtse

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 2020

No. of  Meeting Date Venue
9th 2/10/2020 DHI, Thimphu

5.	 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.  

6.   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 6th Annual General Meeting of  the company was held on 30th March, 2021 at the Board Room, DHI via zoom, 
Thimphu with the representatives from DHI (shareholder). The meeting discussed on the consideration of  audited ac-
counts for the financial year ended 31st December, 2020 and auditors’ report and declaration of  dividend.

The AGM also discussed on the appointment and retirement of  directors and remuneration of  the Chief  Executive Of-
ficer. As per the section 138 of  the Companies Act of  Bhutan 2016, the Directors need to retire during AGM. 

Mr. Geley Norbu, Director, NLCS was reappointed as the Board Director for another term. Board Directors, Mr. Thinley 
Namgyel, Secretary, GNHC, Ms. Kezang Deki, Chief  Engineer, IIDD, MoEA and Mr. Jigme Dorji, Sr. Analyst, DHI 
have been retired and replaced by Ms. Kinley Yangzom, Former Chairperson, ACC, Mr. Pasang Dorji, Dzongdag, Samtse 
and Mr. Pem Tshering, Sr. Analyst, DHI respectively.
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7.    BOARD REMUNERATION

a.  Board Directors’ remuneration

Based on the remuneration fixed by DHI, the company paid total of  Nu.264,000.00 during the 2020 for four Board Meet-
ings, five Board Committee Meetings and two other board level meetings (MTR & Compact negotiation).
Sitting Fees Amount
Board Meetings 180,000
Sub-committee fees 84,000
Grand Total 264,000

b.  Remuneration of  CEO
The CEO’s remuneration for the 2020 has been presented in the table below:

Pay & Allowances Amount
Basic Pay 1,193,400
Allowances 1,074,060
PBVP 294,300
GPF Contribution 179,010
Sitting fees 48,000
Grand Total 2,788,700

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. The Company’s overall risks are classified under 5 broad 
categories: Strategic, Financial, Operational, Compliance and Control risk.

As per the Company’s Risk Management Policy, the Company prepares the risk register by recognizing potential risks and 
accurately program mitigation strategies in the beginning of  the year. 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.

The mine workers 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. Additional mitigations, if  required, are put in place to address further risks.

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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REPORT  ON  MINIMUM  AUDIT  
EXAMINATION  REQUIREMENT
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FINANCIAL STATEMENTS
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ACCOUNTING POLICIES,
NOTES TO ACCOUNTS
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RATIO ANALYSIS
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COMPLIANCE CALENDARS &
CHECKLIST
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MANAGEMENT REPORT
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FOLLOW-UP REPORT
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Branch Offices
Habrang Coal Mine

Samdrupcholing, Dungkhag
Samdrup Jongkhar 

Tel: 17121651

Tshophangma Coal Mine
Samdrupcholing Dungkhag

Samdrup Jongkhar 
Tel: (+975)-17121651

Dzongthung Stone Quarry
Tashigang

Tel: (+975)-17453433

Crushing Plant 2, Zungdi
Tashi  Yangtse

Tel: (+975)-17453433

Khothakpa Gypsum Mine
Pema Gatshel

Tel: (+975)-07-471114

Sales Office
Samdrup Jongkhar 

Tel: (+975)-07-252047/252048

Chunaikhola Dolomite Mine
Phuentshopelri, Samtse
Tel: (+975)-77106537
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