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THE YEAR UNDER REVIEW

The year began with an exceptionally exciting event, the launching of dolomite export on 9 January 2021. Dolomite op-
eration was granted to SMCL from 1 October 2020 and production in three months had built stock of more than three
lakh ton. The business prospects for the year looked excellent. Hence, revenue and profit after tax (PAT) targets were
raised by more than three times to Nu 3.804 B and Nu. 1.121 B, respectively, in spite of the pandemic.

Itis a great pleasure to report that SMCL was extremely successful in 2021, despite some sporadic disruptions by the pan-
demic. The Management’s agile responses minimized the impacts. The revenue of Nu. 4,229.18 M surpassed the target
by more than 11%. The PAT achieved was Nu. 1,568.29 M, against the compact target of Nu. 1,121.58 M, which was an
increase of 331.96% when compared to 2020. The PAT margin increased from 31.69% in 2020 to 42.29% in 2021. The
return on equity reached 81.21%, an increase of 63.18% compared to 2020, which was 49.77%.

For the first time, PAT crossed the milestone of a billion. The addition of dolomite into the SMCL’s business portfolio
jacked up the growth trajectory in 2021. SMCL got upgraded into the large firm category under the DHI and has become
the third revenue and profit-making Company. SMCL’s growth trajectory over the years after its incorporation as 100%
DHI owned Company is given in the graph below.

|ncome, Expenditure & PAT in Million
(2015-2021)

4500 4229.18

4000
3500
3000
2500

1968.73
2000

1432.76
1560.75

1500
1000

500

336.35 L 363.06

- -2.82 . '
2015 2016 2017 2018 2019 2020 2021
-500

e [ncome === Expenditure === Profit

Gypsum production for 2021 was 364,421.58 MT, at 62.53% of the Annual Compact target of 582,750 MT. There was
a decrease in production by 7.24% even when compared to 2020. The mining pit conditions due to thick inter-burden
of phyllite, highly fractured calcareous quartzite and red clay intrusions impacted production. Sale of gypsum was much
better at 433,464.76 MT which was 82.56% against the Annual Compact target of 525,000 MT. Sale in 2021 was higher
by more than 100,000 MT when compared to 2020.

Coal production was 100,139.82 MT against the target of 100,000 MT. For the first time, production crossed one lakh
ton. The production increased by 8.22% compared to 2020. The total sale was 98,165.31 MT, against the target of 90,000
MT, an increase of 36.03% compared to 2020. The confidence and the resilience of the site staff made it happen.
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The operation of Rishor Coal Mine had to be suspended at the directive of DGM. Due to slope stability issue, DGM di-
rected to take up an alternate site within the leasehold areas allocated. SMCLs geological team was immediately deployed
to explore and map the coal occurrences in the alternative site for mine planning. The updated pit plan was approved by
the Department in the first week of June, 2021. Mine development work resumed in October.

Dolomite production was steady, fulfilling sale and building stock till the first quarter. As sale picked up with dispatch
to Steel Authority of India (SAIL), production challenges were faced. Frequent breakdowns of the old mobile crushers
and shortage of tippers for internal transport depressed production. A greater challenge was faced when production was
completely closed due to lockdown from 6 June to 15 July 2021. However, with our agile response, sale resumed from 17
June under strict containment mode.

The stock from 2020 saved us in keeping up uninterrupted supply. But another disruption hit us in early August. About
50% of local trucks left work, demanding higher transport rates. The Company immediately bought 15 dumper and tip-
per trucks to stabilize production to sustain sale. As the graph indicates, it was a tight battle to sustain sales with produc-

tion, in the face of the pandemic, plant and machinery problems. The resilience of site staff in enduring the disruptions
saved 2021.
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Dolomite sales started on 9th January 2021, with a simple flag off ceremony. In the first two quarters, sales were ham-
pered by restrictions on the number of vehicles for daily dispatch. As we streamlined our dispatch plans and succeeded
in COVID risks management, which won the confidence of the Task Force, the number of vehicles were gradually in-
creased. The Company started with 120-30 vehicles in a day and today we can dispatch 345 vehicles daily. Strikes and load
restrictions in India affected sales, which are beyond (our) control.

The target for both production and sale was 3,000,000 MT each. Production and sale for the year 2021 was 1,778,371.33
MT and 1,980,800.69 MT respectively.

A sand washing machine manufactured by Ms. CDE Asia was commissioned at Dzungdi on 15 May 2021. The “state of
the art” technology washes the crusher dust, making it clean for high quality hydro civil works. The plant is first of its
kind in Bhutan and was installed at the total cost of Nu. 22.43 M.

The total expenditure was Nu. 1,957.97 M, an increase from Nu. 634.20 M in 2020. Out of this expenditure, Nu. 891.27
M was pumped into the local economy. Beyond CSR (corporate social responsibility), SMCL strongly believes in sharing
our projects’ benefits with the local communities by engaging them, wherever feasible. The table below describes our
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activities beyond CSR and their disbursement into the local economy.

Particulars Details Amount (Nu.) Nos Remarks
EMEs hired 247,052,587.99| 55 |43 excavatorsand 12 payloaders.
Tippers hired 132,214,158.16 | 188 | 186 tippersand 2 water tankers.
1. Gypsum transport, Pema Gatshel to S/Jongkhar,
EME & Tippers | fregiance individual 2. Coal transport, Habrang to Nganglam,
. . 3. Coal transport, Habrang to Motanga,
Tippers-Transportation | 495,567,236.97 h
of minerals 337 4. Coal Transport, Tshophangmato Habrang
5. Dolomite transport, Stockyard to buyers (Bhuta-
nese Trucks)
Construction Contract works (L& 4,809,274.14 To locals at negotiated rates
works bour contract)
Coal raisers 815092516 | 42 :\;:c%entmzed on Output per Man per shift (OMS) in
Manpower Operators 55
Engaged -
Drivers 525
Daily wage earners 3476,498.25| 42
Total 891,270,680.67 | 664

The Company also made contributions to activities related to CSR, amounting to Nu. 6,428,895.68.

In view of the landmark performance and the need for finance by the national exchequer, the Board and the Management
declared dividend of Nu.1.793 B, which is 610% of the share capital of 293.99 M. The dividend was even higher than the
PAT in view of the favorable revenue projection.

Doing business during the pandemic gave us many lessons. The containment mode operation must be flawless. The
standard operating protocols must be well thought out and implemented even with greater zeal. People, their diligence
and resilience matter the most under such situations. Our employees were aware of the risks, meticulous in approach and
resilient in implementation. Except a few minor incidents through contacts, our sites were not the source of cases. All
credits go to the employees at the operation sites who worked in difficult conditions and gifted a great success to SMCL.

SALUTE TO THEM!

N

Kezang Jamtsho
Chief Executive Officer

ANNUAL REPORT 2021 STATE MINING CORPORATION LIMITED 3






ANNUAL REPORT 2021

TABLE OF CONTENTS

THE YEAR UNDER REVIEW
COMPANY PROFILE

BOARD DIRECTORS

MANAGEMENT TEAM

DIRECTORS’ REPORT

CORPORATE GOVERNANCE REPORT

INDEPENDENT AUDITORS’ REPORT

STATE MINING CORPORATION LIMITED

1
12
20

24






COMPANY PROFILE

The State Mining Corporation Limited (SMCL), a state-owned mining company was formed on 31* December 2014
as a 100% sharing holding company of Druk Holding and Investment Limited incorporated under the Companies Act
of the Kingdom of Bhutan. 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.

As on 31* December 2021, the Company has three 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 1.93B.

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

ANNUAL REPORT 2021

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.

CHEWANG RINZIN
DIRECTOR-ROYAL INSTITUTE FOR GOVERNANCE AND STRATEGIC 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 Tech-
nical 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.

KINLEY YANGZOM
HM SECRETARIAT (FORMER CHAIR PERSON, ACC)

Kinley Yangzom has Master degree in Education, from New Brunswick, Canada and
Bachelor of Arts (English) Honors from IP College, Delhi University. She has rich
leadership experience acquired over the 32 years of service to the Tsa-Wa-Sum. She
started her career in 1988 in Ministry of Education as HR professional. She served
in Royal Civil Service Commission as Chief Human Resource Officer and later as
Commissioner. She served as the Chairperson for Anticorruption Commission till July
2020.

She has vast knowledge and experience in HR management, public administration
and corruption prevention and mitigation strategies. Currently, she is serving the His
Majesty’s Secretariat.
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PASSANG DORIJI
DZONGDAG, SAMTSE DZONGKHAG

He graduated with Bachelor of Arts (Economics) from Sherubtse College, Bhutan in
1995 and holds Master degree in Public Policy from Australian National University,
Australia. He joined civil service as Trainee Officer in 1996 and later as planning
officer in Thimphu, Tashigang, Ministry of Finance and Gross National Happiness
Commission. He has wide knowledge in policy formulations, macro-economic analysis,
monitoring and evaluation of projects and international financial perspectives. Prior

to his appointment as Dzongdag, he served as Executive Secretary under Thimphu
Thromde.

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.

PEM TSHERING
SENIOR ANALYST, DHI

He has MBA from Australian National University, ACT, Australia and Bachelor of
Computer Science and Engineering from National Institute of Technology, Durgapur,
India. He began his career as Associate Analyst in DHI from 2011 under Corporate
Performance Department He has wide knowledge in formulation of corporate
strategic plans, organizational development interventions, monitoring and evaluations
of performances of DHI and its subsidiaries, explore business opportunities and
projects for investment. He is currently serving as Senior Analyst under Department of
Investments, DHI.

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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KEZANG JAMTSHO
CHIEF EXECUTIVE OFFICER

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, CORPORATE SERVICES

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 did 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 honor and privilege, as the Chairman of the Board of SMCL, to present the Directors’
Report for the year 2021.

2021 began with great excitement since dolomite mine had come to the Company and
production was already operational from October 2020. The financial compact targets were

raised by more than three times, in spite of the pandemic. The revenue and profit targets were
set at Nu. 3.804 B and Nu. 1.121 B, respectively.

With great pride, I inform the shareholders that SMCL was extremely successful in 2021,
despite some disruptions by the pandemic. The Management’s agile response to disruptions by
the pandemic minimized the impacts. The Company achieved revenue of Nu. 4,229.18 M,
against its target of Nu. 3,804.05 M, which was an increase of 262.74% when compared to
2020. Dolomite alone contributed 61.77% to the total income. The PAT achieved was Nu.
1,568.29 M, against the compact target of Nu. 1,121.58 M, which was an increase of 331.96%
when compared to 2020. For the first time, PAT crossed the milestone of a billion. The PAT
margin increased from 31.69% in 2020 to 42.29% in 2021. The return on equity stands at
81.21%, an increase of 63.18% compared to 2020 which was 49.77%

OPERATIONAL HIGHLIGHTS

GYPSUM

Gypsum production for 2021 was 364,421.58 MT, at 62.53% of the Annual Compact target of
582,750 MT. There was a decrease in production by 7.24% when compared to 2020. The
mining pit conditions largely impacted production.

T g
2021 Gypsum Production ¥ S sales

P el

When SMCL took over Khothakpa Gypsum Mine, extraction pit was only about 20 m above
the bottom of the mine. Hence by September 2019, a new mine pit had to be developed from
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top of the mine, foreseeing early exhaustion of the mining pit. After 5 months of overburden
removal, gypsum was exposed and extraction started from it. It is the only gypsum producing
pit at present. Unfortunately, unexpected occurrence of thick inter-burden of phyllite, highly
fractured calcareous quartzite and red clay intrusions were encountered, which hampered
production. Inter-burdens are the worst type of mine wastes with significant cost implications
where machine hours are lost in mineral segregation from reject rocks. From April 2021 till

date, due to absence of nearby OB dump yard, OB is transported to a dump site 3.5 Km from
the mine.

The Sale of Gypsum was 433,464.76 MT which is 82.56% against the Annual Compact target
of 525,000 MT. Sale in 2021 was higher by more than 100,000 MT when compared to 2020.
There was no report of shortfall from the markets.

COAL

Both the production and the sale targets were achieved in 2021. The coal production was
100,139.82 MT against the target of 100,000 MT. The production increased by 8.22%
compared to 2020. The total sale was 98,165.31 MT, against the target of 90,000 MT, an
increase of 36.03% compared to 2020. The confidence and the resilience of the site staff made
it happen.

2021 ¢ oal Production VS Sales

20,000.00
18,000.00
16,000.00
14,000.00
12,000.00
10,000.00
8,000.00
6,000.00
4,000.00
2,000.00
0.00

Jan Feb Mar A May Jun Jul Aug Sep Oct Nov Cac

e Production e Sales

The operation of Rishor Coal Mine had to be suspended at the directive of DGM. Due to slope
stability issue, DGM directed to take up an alternate site within the leasehold areas allocated
to SMCL. SMCL’s geological team was immediately deployed to explore and map the coal
occurrences in the alternative site for mine planning. The updated pit plan was approved by the
Department in the first week of June, 2021.

W\
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DOLOMITE

Dolomite production started with a comfortable stock of more than three lakhs ton. Production
was steady; more than the sale till the first quarter. After the first quarter, sale picked up as
Steel Authority of India (SAIL) started their purchase. But frequent breakdowns of the mobile
crushers and shortage of tippers for internal transport depressed production. And a greater
challenge was faced when production was completely closed due to lockdown from 6 June to
1S July 2021. However, with our agile response, sale resumed from 17 June under strict
containment mode. The stock from 2020 saved us in continuing the supply. Another disruption
hit us in early August. About 50% of local trucks left work. demanding higher transport rates.
The Company immediately bought 15 dumper and tipper trucks to stabilize production to
sustain sale. As the graph indicates, it was a tight battle to sustain sales by production, both
plagued by the pandemic, plant and machinery problems. The resilience of site staff in enduring
the disruptions saved 2021.

2021 Daolomii prodoetusn v oy sales

Dolomite sales started on 9" January 2021, with a simple Hag off ceremony. In the first two
quarters, sales were hampered by restrictions on the number of vehicles for daily dispatch. As
we streamlined our dispatch plans and succeeded in COVID risks management, which won the
confidence of the Task Force, the number of vehicles were gradually increased. The Company
started with 120-30 vehicles in a day and today we are able to dispatch 345 vehicles daily.
Strikes and load restrictions in India depress sales, which are beyond (our) control.

The targets for both production and sale was 3,000,000 MT. Production and sale for the year
2021 was 1,778,371.33 MT and 1,980,800.69 MT respectively. Our prompt remedial measures
against disruptions made the difference.

STATE MINING CORPORATION LIMITED ANNUAL REPORT 2021



STONE BOULDERS AND AGGREGATES

The production of boulders and aggregates were for KHEL. As KHEL did not commence,
Company produced only to meet the local demand.

The Company produced 86,421.8 MT of boulders and 63,715.52 MT of aggregates, an increase
0f 15.07% and 15.05% compared to 2020, respectively. Sale was 76,074.08 MT of aggregates,
an increase of 199.77% compared to 2020. There was an increase in sales in 2021, due to
construction of KHEL staff quarter, water supply project at Kitshang and a few blacktopping
works.

SAND WASHING MACHINE

A sand washing machine manufactured by Ms. CDE Asia, Kolkata was commissioned at
Dzungdi on 15 May 2021. The “state of the art” technology washes the crusher dust clean,
making it fit to be used for high quality hydro civil works. The plant is first of its kind in Bhutan
and was installed at the total cost of Nu. 22.43 M.

FINANCIAL PERFORMANCE HIGHLIGHTS

Financial performance of SMCL in 2021 was outstanding. Achievement surpassed all financial
targets, by significant margins.

REVENUE

The total income achieved was Nu. 4,229.18 M against the Compact target of Nu. 3,804.05 M.
The growth in revenue was mainly contributed by the dolomite portfolio, which contributed
61.77% to it.

EXPENDITURE

The total expenditure for the year 2021 was Nu. 1,957.97 M, an increase from Nu. 634.20 M
in 2020. Out of this expenditure, Nu. 891.27 M was pumped into the local economy in terms
of disbursement for hiring of earth moving equipment, trucks for transport, labor for coal
raising and other manual jobs and for petty contract works. The major expenses of Nu. 812.17
M was incurred for Chunaikhola Dolomite Mine.

PROFITABILITY
PAT crossed the milestone of a billion for the first time, at Nu. 1,568.29 M, against the target

of Nu. 1,121.58 M. It was an increase by 331.96% compared to 2020. The profit margin
increased to 42.29% from 31.69% in 2020.

W0\
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CASH FLOW

The cash generated from the operation increased from Nu. 173.96 M in 2020 to Nu. 2.53 B in
2021.

AUDIT ISSUES

There were two observations from the Statutory Auditors for 2021.
1. Write off of stocks worth Nu. 11,094,523.58
2. Retention of Huge Fund Balance in non-interest-bearing bank accounts amounting
to Nu. 1.038 billion

With the management’s explanation during the exit meeting, RAA and SA dropped the
second observation. The RAA informed that the write off has to be endorsed by the Board
and it will be dropped by them.

BOARD’S RECOMMENDATION OF DIVIDEND

The Board and the Management declared dividend of Nu.1.793 B, which is 610% of the share
capital.
The calculation of dividend is shown below:

Particulars = :
{%a) Nul{M)
Share Capital 293,99
Dividend (%) 610.00%
Dividend Amount 1.793.34
Total Comprehensive Incomed Lass) | 566,16
Dividend "o on Total Comprehensive Income/{loss) 115.06%:
Profit{ Loss) After Income Tax (PAT) = ' |,568.29
Dividend "% on Profit/{Loss) After Incame Tax (PAT) [ 114.90%;
CORPORATE GOVERNANCE

The Company always strives to abide by the provisions of 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.

The Company has seven Board Directors from diverse backgrounds including the Chief
Executive Officer. The Company conducted six Board Meetings, an Annual General Meeting,
one Board HR Committee Meeting, five Board Tender Committee Meetings, Six Board Audit
and Budget Committee Meetings for the year 2021.
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CORPORATE SOCIAL RESPONSIBILITY

The Company made contributions to activities related to corporate social responsibilities. The
cash and kind contributions were made to C19TFs, where the Company operates.

I Covid-19 2. 318,007.00
Colture & religious events ( Constrection/renovation/ preservation

2 of Thakhangs, chortens and other monuments) & Community 3,904, 806,79
Developmeant

3 Schoaols, Institution/Colleges & Hospital 206,081 .89

BEYOND CSR: SHARING BENEFITS WITH THE COMMUNITIES

SMCL strongly believes in sharing our projects’ benefits with the local communities by
engaging them. We support the local economy by deploying them in our activities, wherever
feasible. The details in the table below describe how much money was disbursed into the local
economy by hiring their services.

EME &
Tippers

EMEs hired

247,052,587.99

a3

4.n|:u= u:mlurs ad 1 - .-
pavicaders,

Tippers hired

132,214, 158.16

| 58

186 nos of tippers and 2 nos of water
tanker.

Freglance individual

of minerals.

Tippers-Trantponation || e spr 99607

337

|. Giypsum transportation from Mema
Gatshel to 5/ Jongkhar,

2, Cosl tramspariation From Habraig
10 DOCL,

3. Coal transportation frem Habrarg
1o Maotangs,

4, Ceal Transportation from
Tshophangma to Habrang &

5. Dofomite transportation from
Stockvard to buyvers {Only Bhutanese
Truckers Included)
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| Construction | Contract works (Labour
[ works contract to locals) 480027414 | LN
| U et Awarded based on Output per Man
Coel raisers %,150,975.16 32 | shift and per MT.
'|._1 unp:l“ er {]FL"FH.‘I.'::'F!'\. 33
Engaged Drivers e (o
| Diaily wage sarners 3,476,498 35 E .
Total 89127068067 | 6ed
KEY CHALLENGES

Uncertain policy environment has impeded SMCL for some time, in terms of planning,
investment and business consolidation. It is a matter of great relief to inform that this policy
uncertainty will be resolved.

It has been a great challenge to keep Dzongthung Stone Quarry operational, with the hope that
KHEL project will commence. Our investment has been idle; even suffering loss as the setup
has to be maintained.

As SMCL had to acquire the plant and machineries from the previous operators, running them
has been quite a challenge. The Company is studying the options of consolidating the plant and
machineries.

It is becoming increasingly difficult to manage transport and logistics. Even with our good
intent of giving direct work with its associated benefits, local freelance truckers take us for
granted and disrupt our operations.

Design deficiency in road and bridges restrict load carrying capacity. SMCL’s business being
in bulky minerals, transport efficiency has a significant impact on the Company.

Besides exposing the employees to health risks, Covid-19 increased our cost of operations.
With easing of restrictions, we welcome benefits of normal operation.
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The Board would like to sincercly acknowledge the Royal Government of Bhutan, Druk
Holding and Investment Limited, all regulatory agencies like Department of Geology and
Mines, National Environment Commission, National Land Commission, their subsidiary
offices, Dzongkhags, Communities for their support and guidance towards the achievement of
Company’s mandates.

The Board would like to acknowledge the C19TFs of Southern and Eastern Regions,
Dzongkhag C19TFs of Samtse, Samdrup Jongkhar and Pema Gatshel, for facilitating SMCL’s
operations during the pandemic.
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to be able to take prompt actions in response to unexpected disruptions in 2021.

The Board would also like to thank the Chief Executive Officer for his selfless leadership and
the efforts put by the management and the employees of the Company.

The Board shall continue to guide and contribute in the long-term direction of the company.

Tashi Delek!

For and on behalf of the Board

Dasho Karha Yezer Raydi
[ Chairman)
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CORPORATE GOVERNANCE REPORT 2011

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 sharecholder’s expectation.

2. BOARD COMPOSITION

The Company’s Board comprise of 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 2021

Sl Name of Director | Designation & Address Description Dat.e of Ap- Remarks
No. pointment
Dasho Karma Yezer | Chief Executive Officer, .
1 Raydi DHI Chairman 03/03/2020 Non-Independent
2 Pem Tshering St. Analyst, DHI Board Member | 30/03/2021 Non-Independent
3 | Kezang Jamtsho gﬁéiExecumve Officer, Board Member | 01/07/2019 Non-Independent
4 | Kinley Yangzom Former Chairperson, ACC | Board Member | 30/03/2021 Independent
5 | Pasang Dorji Dzongdag, Samse Board Member | 30/03/2021 | Independent
Dzongkhag
6 | Geley Norbu Dlrectgr, N ational Land Board Member | 30/03/2021 Independent
Commission
7 | Chewang Rinzin Director, RIGSS Board Member | 03/03/2020 Independent
Board Directors’ attendance and retired from March 2021
Name @ Designation Date of appointment Attendance Remarks
1 Dasho Karma Yezer Raydi Chief Executive Officer, DHI 6/6
2 Chewang Rinzin Director, RIGSS 6/6
3 Pasang Dorji Dzongdag, Samtse Dzongkhag 4/6
4 Kinley Yanzom Secretary, GNH 4/6 Retired
5 Geley Norbu Director, National Land Commission 6/6
6 Pem Tshering St. Analyst, DHI 5/6
7 Kezang Jamtsho Chief Executive Officer, SMCL 6/6
8 Kezang Deki Chief Engineer, Dol, MoEA 3/6 Retired
9 Jigme Dotji St. Analyst, DHI 2/6 Retired

3. BOARD MEETINGS

The Board met six 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.
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Board Meetings held in 2021

No. of Board Meeting Date Venue
39 22/03/2021 DHI Boatd Room/Virtual
40* 21/04/2021 DHI Boatrd Room/Virtual
415 23/07/2021 DHI Board Room/Virtual
42nd 25/10/2021 DHI Board Room/Virtual
43 23/11/2021 DHI Boatrd Room/Virtual
44 28/11/2021 DHI Board Room/Virtual

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
system 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 2021

No. of Meeting  Date Venue/Mode Remarks
17% 19/03/2021 DHI Board Room/Via Zoom Audit and Budget Meeting
18® 06/05/2021 DHI Board Room/Via Zoom Audit Meeting
19® 15/06/2021 DHI Board Room/Via Zoom Audit Meeting
20™ 21/07/2021 DHI Board Room/Via Zoom Audit and Budget Meeting
215 21/10/2021 DHI Board Room/Via Zoom Budget Meeting
22nd 17/11/2021 DHI Board Room/Via Zoom 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.
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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 2021

No. of Meeting Date Venue
9 23/04/2021 DHI Board Room

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.

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 2021

No. of Meeting Date Venue
10™ 02/02/2021 Virtual
11® 23/03/2021 Virtual
12 11/05/2021 Virtual
13® 20/08/2021 Virtual
14 22/10/2021 Virtual

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 7" Annual General Meeting of the company was held on 18" April 2022 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 31* December, 2021 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, Mr. Geley Norbu, Director, NLC have been reappointed for another term
and three Board Directors, Dasho Thinley Namgyel, Secretary, GHNC, Kezang Deki, Chief Engineer, Dol, MOEA and
Jigme Dorji, St. Analyst, DHI have been retired and replaced by Ms. Kinley Yangzom, Former Chairperson, ACC, Mr.
Pasang Dorji, Dzongdag, Samtse Dzongkhag and Mr Pem Tshering, Sr. Analyst, DHI respectively.

The meeting declared dividend of Nu.1.793B (610% of the share capital).
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6. BOARD REMUNERATION

a. Board Directors’ remuneration

Based on the remuneration fixed by DHI, the company paid total of Nu.552,000.00 during 2021 for six Board Committee
meetings and three other board level meetings and 12 Board Subcommittee Meetings.

Sitting Fees 2021
Board Meetings 384000
Sub-committee fees 168000

b. Remuneration of CEO
The CEO’s remuneration for the 2021 has been presented in the table below:

Pay & Allowances Amount
Basic Pay 1225800
Allowances 1103220
PBVP 310500
GPF Contribution 183870
Sitting fees 88000
Grand Total 2911390

7.  RISK MANAGEMENT

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. As per DHI risk management framework,
Company’s risks are classified under five broad categories i.e., Strategic, Financial, Operational, Compliance and Control.

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.
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Auditing, Accounting and Tax Services
Thimphu ; Bhutan

INDEPENDENT AUDITOR'S REPORT

o

[he: Shareholders of State Mining Corporation Limited
Ohpinion

We have audited the accompanying tinancial statements of State Mining Corporatson
Limited (the Company] which comprise the Statement of Financial Position as at 31
Decepnber 2021, Statement of Comprebansive Income. Statement of Changes in Equiky and
Statement of Cash flows for the vear then ended, and rokes o the financial statemients,
including a summary of significant accounting policies,

In our opinion, the accompanying lirancial statements peesent fairly, inall material respects,
the Fingmcial position of the Company as st 31 December 2021 and its financial pertormance
and the cash flows for the vear then ended in accordance with the Bhutanese Accounting
Stancdards.

Basis for Opinion

We condocted our audit in accordance with Intemmational Standards on Auditing (15As), Our
reaponsibilities under those standards are further deseribed in the Auditor’s Responsibilites
for the Audit of the Financial Statements section of our report. We are independent of the
State Mining Corporation Limited in accordance with the ethical requirements that are
relevant to our audit of the rinancial statements in Bhutan, and we have fulfilled our other
ethical responsibilities in accordance with these requirements. We belisve that the audit
evidence we have obtained is sufficient and appropriate bo provide a Basis for ouir oplaion

Responsibilities of Management and those charged with the Governance for the
Financial Statements

Management 5 responsible for the preparation and fair presentation of the fimancial
statements in accordance with the BAS, and for such internal control js-management
determines s necessary b enable the preparation of financial shtemupﬂlhatﬂe Heﬂmrn
material misstatement, whether due o traud or error. .

=
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[n preparing the Haancial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless management either
intends to liguidate the Company or to cease operations, or has mo realistic alternative but to
do s0.

I'hose charged with governance are responsible for overseeing the Company's financial
repOrting process,

Aunditor’s Responsibilities for the Audit of the Financial Statements

Our obpectives are to obtain reasonable assurance about whether the Fnarcal statements as
a whole are free from material misstatement, whether due to fraud or error, and to ssue an
auditor's report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with 5As will always detect a
material misstatement when it exists. Misstatement can arise from fraud or error and are
considered material if, mdividually or in aggregate. they could reasonably be expected to
influence the econemic decisions of users taken on the basis of these financial statements.

As part of an audit In accordance with ISAs, we exercise professional judgment and
maintaln professional skeplicism throughouwt the audit, We also;

s [dentity and assess the risks of material misstatement of the financial statements,
whether due to frand or error, design and perform audit procedures responsive bo
those risks, and obtain audit evidence that is subficlent and appropriate to provide a
basis for aur opinion. The risk of not detecting a material misstatement resulting
trom fraud is higher than one resulting trom crror, as fraud may involve collusion,
forgery, mtentional omissions, misrepresentations. of the override of internal control.

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

»  Evaluate the appropriateness of accounting policies used and the reasonableness ot
accounting estimates and related disclosures made by management.

e Conclude on the appropriateness of management's use of the going concern 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 required to draw attention in our auditors report to the
refated disclosures in the financial statements or. if such digclomres are inadequate,
to modity tur apinion. Char conclusions are based on the audit evidence obtaimed up
to the date of our auditor’s report. Howsever, future events or conditions may cause
the Company o coase o continue as a going concern,

Page2af3
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« Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the linancial statements represent the
underlying transactions and events in a manner that achieves fair presentation.,

We communicate with those charged with govemance regarding. among other matters, the
plamned scope and tming of the audit and signilicant audit findings, including any
significant deficiencies in internal control that we identify during oor audit.

We also provide those charged with govermance with a statement that we have complied
with relevant ethical requireiments regarding independence, and to communicate with them
all relabionships amd other matters that may reasonably be thought to bear on our
independence, amd where applicable, related safeguands,

Report on Other Legal and Regulatory Requirements

As required by Secion 266 of the Companies Act of Bhutan 2016 (on the Mintmum Audit
Esamination and Reporting Bequirements) we enclose in the Annexure - A, a stalement on
the mattess specified therein to the extent applicable,

We alss enclose for information purpeses Asnéxure-ll, o statement on applicability of
Bhutanese Accounting Standards Fhase I, Phase [l and PChase [l on the Company for the
vear endeéd December 31, 2021,

As required by Section 265 of the Act, we report that

a) 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

B) In our epinien. proper books of account as required by law have been kept by the
Company so far as appears [rom 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 have been prepared in accordance with Bhutanese Accounting Standards and
are in-agreement with the books of acconnt

d) In our epinion. the Company has complied with all other legal and regulatony
requirements to the extent applicable.

Pvi Ltd
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Minimum Audit Requirement, 2021

State Mining Corporation Limited

ANNEXURE - 1 TO THE INDEPENDENT AUDITORS' REPORT (Referred to
under’ Report on Other Legal and Regulatory Requirements’ in our Independent
Auditor's Report of even date)

NI

aj

b)

d)

e}

f)

)

1o the extent applicable, the company adheres to the Corporate Governance
Guidelines issued by Druk Holding and Investments {DHL),

In our opinion those charged with governance and the management of the Company
hias pursued a prudent and sound financial management practice in managing the
affairs of the Company as it revealed from our audit.

The financial statements of the Company are prepared to the extent applicable by
applying the Bhutanese Accounting Standards issued by the Accounting and
Auditing Standards Board of Bhutan (AASEB).

[he Company has maintained proper books of accounts and the financial statements
for the year ended 31st December 2021 are in agrepment with the underlying
afcounting records.

Lhe Company has maintained the applicable registers as specified under Section 224
of the Companies Act of Bhutan 2016,

The Company has tultilled its obligaton social and otherwise as entrusted to it.

Ihe Company has computed the ameunt of tax correctly and the same has been
reflected in the fimancial stalements,

The company is generally maintaining proper records of Fixed Assets showing full
particulars including quantilative details and situations of its fixed assets. As per
information provided fo us by the Management, no material discrepancies were
noticed on physical verification conducted by the Management during the yvear.

Fixed sssets have not been revabued during the vear.

Physical verification of finished goods, raw materials, stopes—# spases have been
conducted by the management. Since the audit was con L tl:glv:ﬂlmﬂfnllh“q Covid
1% restrictions, our auditors were not present for the psical verth on,; e telied
an the physical verification report submitted o vy’ v anagement. under, the
vircumstances in hamd as well 45 on thw internal qudit pgpo ‘&u}ﬂh&'“ ANA pEmeEnt

representation ketter provided to us, In our opini g freque .
| '

ylof vérifigation|is
| -5":F I| F . 4 II .:-
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Tik,

11.

13

14.

15

T,

reasonable

As informed to us, the procedures of physical verification of stock follvwed by the
management are reasonable and adequate in relation o the size of the company and
nature of its business.

As per the physical verification report, no material discrepancies wene noticed
during the ph:,'s.i.r:d] vierificalionm,

As imformed o us, the Company has a reasonable system of recording receipts,
issues and consumption of materials and stores and allocating materials consumed to
respoctive b

As informed by the management, quantitative reconciliation in respect of major
items of raw materials and finished goods are carried out at the end of the
SCCoUntng yaar,

There were nn obsolete, damaged, slow moving and surplus goods/ inventories as
informed by the management.

. Not Applicable as reported in clause § abowe.

An amount of B, 11,004,533 58 being the difference betiwveen the book value and the
physical value during, physical verification were written oft by the management. No
approval from the board was obtained.

On the basis of examination of available reports and on the basis of information
provided by the management, we observed that stocks are valued at lower of
moving average price of the stocks at different locations and the net nsalizable value.
Thie basis of valuation of stocks isconsistent with that of the previous vear.

. The company has not taken unsecured loan during the vear from other parties under

the same management. The rate of interest and other terms and conditions were
prima facie not prepadicial to the interest of the company.

The company has not granted unsecured loan and advances to companies and other
partics which are ultra vires to the Articles of Association and others nelevant Acts
and regulations.

Advances granted to officers,/statf are in keeping with the provisions of service rules.
No excessive and frequent advances wene granted and accumulation of large
advances against a particular individual was gererally avolded.

In our opinion and according to the information and explanation given to us during
the course of audit the company has established an adequate system of internal
controls to ensure completeness, accuracy and reliability of accounting records, to
carry out the business in orderly and efficient manner, to safeguand the assets of the
company as well as to ensune adherence to the applicable rules/ regulations and
systems and procedures.

It has been explained to us that there exists a reasonable system of authorization at
proper levels and an adequate system of internal control commensarate with the size
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of the company and mature of its business, on issue of stores and allocation of
materiats and labor Lo jobs.

17. As per information given to us and on the basis of examination of books of accounts
and records, there is a reasonable system of competitive biddings, quotations and
negotiations, commensirabe with the size of the company, and the mature of it's
business, in respect of purchases of goods and services including skores, plant &
machinery, equipment and other assets, and for sale of geeds and services,

18, {ajAs per the information and explanations given to us, there were no transactions
tor purchase and sale of goods and services made in pursusnce of contracts or
artangements entered into with the directors or any other parly related to the
directors or with the companies or fimms in which the directors are directly or
indirectly interested, Transactions between SMCL and other DHI companies are
disciosed in the notes to financial statements.

{br} This clamse s not applicable in view of observation in clause (a) above.

19, In our opinion, the expenses charged to the Company accounts appear to be
legitimate business expenses and we have not found any personal expensa charged
o the Company.,

20. The company had determined certain fined assets as
obsolete/ dimaged / unserviceable during the year. Provision for loss has been made
in the accounts,

2L As explained by the management, there is a system of ascerfaining and identifying
point of occurrence of damages of material in stock during  loading
unleading/ transportation. m storage and during handling, ete. so that responsibility
coruld be fixed and compensation sought from these responsible,

22, In our opinion and to the best our knowledie and belief and as per the informition
and eaglanations provided to us by the management, the company is maintaining
reasonabiy record for production of finished goods and adequate physical safeguards
exisl o prevent unauthorised or irregular movement of finished products from the
cinpany. There are no by-products.

23, The Company does not have any by-products, however, the company is maintaming
reasonable records for sale and disposal of realizable scraps whemn applicable.

24. Um the basis of test checks of reconds, the Company is generally regular in
depositing rates and taxos, duties; royalties, provident funds and other statutory
dues with appropriate authorities. Provision for corporate tax is reasonably adequate
and the company has made mecessary adjustments o compube the tax as per the
prevalling tax laws, rules and regulations of Bhutan.

25, As per the accounting records, the company had undisputed amounts pavable
respect of rakes, taxes, duties. rovalties, provident funds and other statutory
deductions which were outstanding as at the last day of the financial veaeas follows;

|'5_1-# | Particulars l }G";"mtlﬁt__ﬂﬂu_.]__ : -

Ao~ 7 3 :

| | Tax Deducted at Source | & : 5
[ (3E46.08 fz g X

| W Il f i
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33,

4

s

40,

. The company maintains mime-wise cost centres, therefore there is no need o allocate

man-hours uttlized 1o respective jobs,

. There is a reasonable svstem of price fxation tn-ki.ng mto account cost of production

and market conditions,

. As stated to us the credit sales policy &5 reasonable, No such credit rating of the

cuslomers is there in place.

29, No such commission agents have been appointed. Therelore, the clause Is not

applicable to the company

. According to the information and explanations given o us, there is a neasonable

svstem for continuous follow up with debtors and other parties for recovery of
outstanding amounis. Aging analysis is carried ot by the management as and when
reqquired for information. and follow-up

- The management of hquid resources particularly Bank balances are not adeguate as

excessive amount of Nu. 103 billion were lying idle m non-interest bearing accounts.
No excessive amounts were tound withdrawn from loan accounts leading o
avordable inberest burden to B company.

In our opinicn and on the basis of avaldable records and information, the activities
carried out by the company during the vear are prima facie lawful and intravires 1o
the Articles of Incorporation of the COMpMny.

In our opinion and according to the information and explanations given to us, the
company has a systemn of approval of the Board for all capital investment decisions
taking into account the technical and economic feasibility of such new venfures,

. The company has established an effective budgetary control svstem.
+ This clauseis not applicabis to SNCL,
+ The details of remuneration, commission and other payments made [0 cash or kind

to the Board of Directors including the Chief Executive Officer by the company are
discioged n the related party disclosurs in the notes to the financial statements, No
payments were made by the company directlv or indirectly o any relatives including
spouse and children of am' Director or CEC :lunnE the year.

. According to the information and explanations given ko us, the directves of the

Board have been complied with.

. The Company is not listed on the Royal Securities Exchange of Bhutan Limited and

therefore the transmission of price sensitive information does not arise.

Proper pvords were maintalned for inter unit transachions, armngements and
services,

Proper Agreements with reasonable terms and conditions are executed for hire/
lease of machineries by the company from other parties.
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COMPUTERISED ACCOUNTING ENVIRONMENT

l. The organisational and svstem development controls and other mternal controls are
adequate relative to the size and nature of computer installations

&= ]

The company has adequate safeguard measures and back up facilities exist,

3. As regards back up facilides and disaster recovery measures, we are given fo
understand that the backup files are kept at different locations.

4. The operattonal controls are adequate to ensure correctness and validity of input data
and oukpat information,

3. The measures to preven! unauthorised access over the computer instatlation and files
are adequate,

. Nodata migration took place during the year.
GENERAL:

1. Going Concern Problems :-

The company’s present operational and Bnancial data indicate that the company is
healthy and the accounts are prepared on the assumption that the company is 2 going
COICERTL,

The company in our opinicn is in a position to carry on its business and Is not likely w
become asick entlty in the foresesalile near futare,

2. Ratio Analysis :-
Laetails are given in Exhibit- 1.
3. Compliance with the Companies Act of the Kingdom of Bhutan -

As confirmed by the management. the Company has generally complied with statutory
provisicns of the Companies Act of the Kingdom of Bhutan 20N 6 concerning conducting of
meetings, filing requirements. maintenance of records, issue of shares, rasing of loans and
all other matters specified in the <aid Ack. A compliance of all ileme Beted in the compliance
check list and compliance calendar is attached with the audit seport as an annexure

4. Adherence to Laws, Rules and Regulations:

The audit of the company s governaed by the Companies Act of Bhutan, 2016 and the
scope of audit & limited 1o the examination and review of financial statements as
produced before us by the management. In the course of our audit, we fiave considered,
based on our test checks, the compliance of the provisions of _ﬂh!'fﬁmﬁm{,e-j At

relevant (o the financial statements, o the best of cur knowledge Belier.- e are
ity ?ﬂ%:‘;applnhlu laws

unable o state whether the Company has been complying

3l L] |
1 ‘-ﬁ-. I'l ' } |
\a \ /
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(other than the said Companies Act), rubes and regulations. systems, procedures and
prachices.

For Dechok and Associates Pyt Lid.
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STATE MINING CORPORATION LIMITED
STATEMENT OFF FINANCIAL POSTTION AS TN

e 21
Particulars MNokes Al-EPheg-21 A-Deeg=Z200
ABSETS
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Froperty. plant and squipment X LR HNT, 2R o ]
Intangible asset Pl 1 ] 499555
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FOther pon curront assss X LA 203710
Dielerred tax Assets 5 TABLAYT 5937 552
[Todal nan-current asset Hb.ﬁhﬂ'ﬁ i_}E—u}i
JCurment Assels
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I rade & oibswer rixeivablie T 0 EH014% +24. 518777
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Oither ourrent assebs L L5245 585 127 50 142
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(lntal asset 56,.17h, 270 1,357 269078
EQLUTTY AND LIABILTTIES
“apital and reserves
S Capiiid T 207 SN0 (00 bt L ERI T
Hetain Farning L3, H-,le 145 503, 541
Total Fgulty L3014, 717 729495 543
Moreowment Lhabihities
Deferred tax Babkdhiy L 4110 L3357 542
Frpliryes berefit obligations 12 B L L 288
Living-beay Bareiay =g 13 30N D 33151550
ntal non=correni Habilities 01580 5¥2 5T AME 4RI
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STATE MINING CORFORATION LIMITED

STATEMENT OF OOMPREHENSIVT INCOME FOR THE FERIOD

H-Dax-31
TParticulars Mipses 31-Dec-21 3-[hec-20

lncomu-

Havenai fram sal=of prodacs i 1,708 R e |, I35.5T %2
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Cipigativn & Ml nence Expenses i 15259545 6,080,384
Dupreciclson and Aoortsaton AL L 1TSS TLEF AT
Emphayee Femdit Frprnses = 13190 B0 A 57R:331
Finance sl e | S iRT R = e
Cthwer Expeinses n 400 1l I35 4TS
Selling & Dintribution o 2452490 RS, 740
Tatal Expenditure 1,957, 567,591 o3 203, 67
Profib|Lises) Before locome Tax g e | e S3L.691, 723
Income Tav Experces

Cairrend fis i, B A0 R G |
Deierred tax 3B 1125842
Ineose o fior earlivs vem : -
Profib{Loss) Aftes Inoime Tas 1,568, 264,943 303,03, 509
[Cither Comprehensive jincomeyLoss

Actuarial Gain/(Loss] on post s ployment benfit 5 R (LA
oblEgaticns

Mot Other Coat prehensive (Incane)Loss 3,130, 207 (1,108,153}
Total Eq-mprthrllil.‘c ]nmmelu"lil.nnr 1,566,156, 776 354,163, /62
Basic and Lhilubed Eamings per Share = 533 123

M Dechok d associabes Put Lid
C hartened Accounkants
Motithang, imphu

| [f =
%«.wj 2
eshi [a
b

For State Minlng Corporation Limited

e

r—ﬁ__

Nasha Kagfa Yerer Ravdl Kieding Lamtsho
L hajrma e —
.I‘Itun.'a.': ﬂw 1I.a.- Place ‘rﬁ
Tt - s €T Chief Executive Officer
Lr/ sk i ‘T H State Mining Corporation Lim
Lnatmas Samtse - BHITAN

State Mining Comporation Lia
Regd Nffice: Samtan RHITAM

STATE MINING CORPORATION LIMITED ANNUAL REPORT 2021



STATE MINING CORPORATION LIMITEDR
STATEMENT OF CASH FLOW FOR THE YEAR ENDED

.Dec-21
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STATE MINING CORPORATION LIVITELD
STATEMENT OF CHANGE IN EQUITTES AS ON

Al-Deca31 Amount in Nu
Meie af
2 Equity Share Retained
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ACCOUNTING POLICIES,
NOTES TO ACCOUNTS
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L SIGNIFICANT ACCOUNTING POLICIES

General Information:

Blate Mining Corporation Linuited (SMCL) is incorporated as public limited company under
the Companies Ack of Kingdom of Bhutan 2000 on 315t December 2014,

lhe company is a wholly owned subsidiary of Druk Holding and Investment (DHT) and
altimate subsidiary of Ministry of Finance, Roval Government of Bhutan,

[he principal activities of Sate Mining Corporation Limibed (the *Company”) cover the
extraction and marketing of minerals. All significant operations take place within Bhutan,
Thee ultimate parent is the Royal Government of Bhutan,

The Company s a limited liability company incorporated and domiciled in Bhutan. The
ahilress of its principal place of Business ks Gurung Basti, Samtse: Bhutan,

These financial statements relate to the vear ended 3]st December 2021,

j Basis of preparation:
(i} Compliance with Internaticnal Financial Reporting Standards (TFRS)

The 'Accounting and Auditing Standards Board of Bhutan' | AASBB), decided §o
adopt IFRS in phases with minor changes. These standards are referred to as
Bhutanese Accounting Standards (BAS). The first phase is being introduced over the
perkod 2013 to 2015, The Company in compliance with the Companies Act of Bhutan
has adopted all the Standards in the current period, The financial statements have
been prepared in accordance with pelevant Bhutanese Accounting Standards {BAS)
accounting policies set out in these financial statements and under the accrual,
historical cost and going concern conventions,

The Financial Statements have been prepared in line with Bhutanese Accounting
Standards and the Company has opted for early adoption of all BAS from 2017

The preparation of financial statements reguires the use of certain critical accounting
estimates. It also requires management to exercise 15 judgement in the process of
applving the group's accounting policies,

The funchicmal currency is the Bhutanese Neultrum

The arpas involving & higher degree of judgement or co Mwhere
assumptions and estimates are significant to the financial t'Fnﬂ,-

Fixed assets; critical judgments are expected period of use/co -.E 00 m‘ #1";:- At \ 1
technological advances: regulation. and residual values. i" .
'—E LY r i |I
:;l . 3 [ .
T

w T
w5
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Adtuarial valuation of employee benefitss expected uptake of the gratuities,
accumulated Jeave Habilities and the discount rates used in the valuations,

Asséts 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 enable the
profitable operation of the company.

Provision is made for future costs to be incurred at the time of the restoration and
rehabilitation of mining sites. These are hased on thee best estimate of the probable
cost and the operating life of the mine.

Expenses for searching for mineral resources, determining the technical and
commercial viability of extracling mincral resources are recognised as exploration
amd evaluation assets.

{i1] Flistorical cost convention

The financial statements have been prepared on a historical cost hasis. except for the
following:

»  Certain financial assets and Tabilities such as environmental restoration bonds:
*  Defined benefit plans - plan assets measuned at fir value

Current versus non-current classification

Ihe Company presents assets amd liahilitiess in the Balance Sheet based on
current, noncurrent classification,

Aot aseet i€ clgsified ag curment when ik s

I} Expected to be realized or intended fo be sold or consumed in mormal
rating cvcle;
) Held primarily for the purpose of trading;
1) Expected to be realized within twelve months afer the reporting period, or
4) Cash or cash equivalent unless restricted from betng exchanged or used to
settle a linbility for at least bwelve months after the reporting period.

All other assets are classified as non-current.

A liability is classified as currenl when:

1) Ti is expected 1o be settled In normal operating cvele;

2) It i beld primarily for the purpose of trading;

3) It is due to be settled within twelve months after the reporting period, or

4) There is no unconditienal right to defer the settlement of the lability for at
lpast twelve months after the reporting perind,

Adl other liabilities are classified as nom-current,

ANNUAL REPORT 2021 STATE MINING CORPORATION LIMITED
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Dleferred tax assots and Habihtes are classified as non-curmment assets and habilibes.

3. Foreign currency translation:
Foreign currency transactions are translated inte Bhutanese Ngultrum using the
exchange rates prevailing at the date of transaction [ settlement. Monetary assets
and liabilities in foreign currencies at balance date are translated at the rates of
t-hchangﬂ r|.1|m5 at balamce dabe,
Foreign exchange gains and losses resulting from the settlement of such transactions
and from the translation at vear-end eschange rates of monetary assets and Labilities
denominated in foreign curmencies are recognised in the Statement of Profit or Loss,
4. FProperty, Plant and Equipment;
All property, plant and eyulpment are stated at historical cost bess depreciation aml
impairment, if any. Cost includes purchase price, taxes and duties, labor cost, direct
financing costs, direct overheads for self-constructed assets, borrowing costs, other
direct costs incurrisd up to the date the asset is ready for its intended use including
inital estimate of dismantling and site restoration cost. Land received as grant {rom
the Royal Government of Bhutan is accounted for at Nominal valoe.
Subsequent coste are mcluded in the asset's carrving amount or recognised as a
separale asset, as appropriate, only when it is probable that future economic benefits
associated with the item will How to the Company and the cost of the item can be
measured reliably. The carrying amount of the replaced part is derecognized. All
other repairs and maintenance are charged to the income stabement during the
financial period in which they are incurred.
Land is not depreciated. Depreciation on other assets is calculated vsing the straight-
line method to allocate their cost to their residual values over their estimated useful
lives, as follows:
Asset Class Useful Life |
Property, Plant and Fauipment |
| Plant d& Machinary 10 Years with 20% residual value E
Fumiture & Fixlure 10 Years |
Safety Equipment 410 7 Years
| Survey Equipment 4107 Years
! Muotor Vehicle 10 Years with 20% residual value
| Building & Civil Structure 10 o 300 Years
Lab Equrpment 4 to 7 Years g
Office Fguipment 4to 7 Years O, T Sl )
[ha b Processing Equipment L7 Years /o5 ————
:’ o

The assets' residual values and usetul lives are reviewed
atb the end of each reporting period. The company

STATE MINING CORPORATION LIMITED
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Paortraits, Curtains and Carpets from the year 2003 However, the items under the
above categories those had been caprlalized prior o 2013 are continuing as assets in
the books of the company as they are in good conditions and usable,

Gains and losses on disposals are determined by comparing the procesds with the
rarrying amount and are recogmsed within 'Other Income’ or 'Other Expenses’ as the
case may be, in the inoome statement

Intangible assets:

Compuber soffwaret

Acguired ompuker software Heenses are capitalized on the basis of the costs

incurred 1o acquire and bring lo use the specitic software. These costs are amortized
over their estimabed wseful Tives of 4 # 3 vears as shown below

Asset Class Useful Life
Software 4 vears
SAPSaftwan 5 vears

Costs associated with maintaining computer saftware programmed are vecognized
a5 an expense when incurrid,

Ot Intangibles:

Cther intangible assets comprise exploration and evaluation costs of mines, These are
amortized wsing the units of prodecticon methisd,

On transition to [FRS, the group has elected to measure 18 inangible assets cost in
arcordance with [FRS as the deemed cost of the inangible assets as at 1 January,
ms.

Impatrment of Non-financial assets:

An impairment loss is recognized o the carrving amount of an assef or iks cash-
gencrating unit exceeds its estimated recoverable smount. lmp.urmmt losses are
recognized m profit or loss, Impairment [osses recogmized in respect of cash-
gum;-:atinp. unils are allocated fiest o redoce the carrving amount of any l:;cux]will
allocated to the units and then to meduce the carrving amount of the other assets in
the unit or group of units ona pro rat hasis

Reversal of impairment loss:

An impairment loss m respect of goodwill 8 not reversed. Impairment losses
recopized in prior periods are assessed at sach reporting date for any Indications
that the loss has decreased or no longer exists. An impairment loss is reversed if
there has been a change in the estHmates used to determine the recoverable amount,
An impairment loss s reversed only to the extent that the asset's carrving amount
does not exceed the carrving amount that would have been determined, net of

STATE MINING CORPORATION LIMITED

47



48

1.

11,

12

13,

depreciation or amortization, if no impairment loss had been rcognized directly in
other comprehensive income and presented within equity.

Capital-work-in-progress (CWIFP):

Cost incurred for the generation of qualifying assets is mnitially recorded n CWIF
until the asset is not completed and not functional. Cost incurned (8 transter from
CWIP to fixed asset only when it starts generating economic benefits and upon
receipt of completion certificate from concern authority,

On transition to TFRS. the group has elected to measure 8 CWIP in accordance with
IFRS as the deemed cost of the intangible assets as at 1 January, 2015,

Financial assets:

Loans and meceivables are non<derivabive financial assets with fxed or determinalile
pavments that are not quoted in an active market. They are included in current
agsots, excopt for maturities greater than 12 months after the end of the reporting
pericd. The Company's leans and receivables comprise Trade and  Other
Receivables’, "Other Finencial Assets’, 'Advance to Ministry of Finance', 'Other Assols’
and ‘Cash and Cash Equivalents’ in the Statement of Financial Posibion,

Inventories:

Inwentorkes are stated at the lower of cost and net realizable valwe, Cost is
determined using moving average price for the materials procured from thind parties
and on standard cost basis for fimished Goods. The cost of finished goodls comprises
design costs, direct labor, other direct costs and related production overheads (based
on normal operating capactty).

Trade and Other Receivables:

Trade and other receivables are inttially recogmised at the falr value of the amounts
to be recetved. If collection is expectied in one vear or less (or in the normal operating
evcle of Mhe business if longer), they are classitied as current assets, If not. they are
presented as non-current assets. Receivables are reviewed regularly for impairment.

Cash and Cash Equivalents:
In the statemenl of cash flows cash and cash equivalents includes cash in hand,
deposits held at call with banks. other short-term highly hguid investments with

original maturities of three months or less and bank overdrafts.

Trade and Other Payables

Trade and other payables are initially recognised at the fair v aF i amounts bo
be paid. Accounts payable are classified as current liabilities it payment i dae within
one year or Jess {or in the normal operating cvcle of
they are presented as non-current labilities

Carrent and deferred income tax:
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The tax expense for the period comprises current and deferred tax. Tax is recognised
in the Statement of Profit or Loss, except o the extent that it relates to items
recognised in other comprehensive income or directly in equity. In this case, the @ax
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 income.

Management periodically evaluates positions taken in tax relurns with respect to
situations in which applicable kax regulation is subject to interpretation, It establishes
provisions where appropriate on the basis of amounts expected to be paid to the tax
authorities

Deferred income tax i recognised, using the liability method, on temporary
differences arising between the tax bases of assets and liabilitkes and their carrying
amounts in the financial statements. Deferred Incomse tay & deberminesd using tax
rates [and [aws) that have been enacted at the balance date and are expected o apply
when the related deferred income tax asset 3 realized or the deferred Income tax
liability is setthed.

Deferred income tax assets are recognised only to the extent that it s probable that
Future taxable profit will be available against which the lemporary differences can be
utilised.

Borrowing costs:

Borrow ing costs directly attributable to the acquisition, construction or production of
a major capital project which are assets that necessanily take a substantial period of
time bo get ready bor their intended vse are added to the cost of those assets, until
such time as the assels are substantially ready for their intended use.

Investment income earned on the temporany investment of specific borrowings and
their expenditure on qualifving assets is deducted from the borrowing costs eligible
for capitalisation,

All other borrowing costs are recognised in profit or loss in the period in which they
are incurred.
Emplover benefits:

a, Fetirement Bereflis:
Under defined contributicn scheme:

Defined contribution Benefit plan is managed by a separate entity, The
company has no legal or constructive obligations to pay further contributions
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T,

if the fund does not hold sufficient assets to pay all emplovees the benefits
relating to employee service in the current and prior periods.

Under Defined Benefit Scheme: Post Employment Benetit {Gratuity )

The company makes relirement payvments based on the final salary and years
if service. The amount of pratiity 5 accrued on the basis of actuarial
valuation. Changes in service and interost are charged to Statement of Profit
or Loss. Changes to actuarial valuation are charged to the Statement of Other

Comprehensive Income,

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

The accumulated leave liability is accrued on the basis of actuarial valuation
tor the leave balance over and above the anmual leave encashment against
each employee as at the end of the year starting from the year 2015. Changes
in leave balance, interest and changes to actuarial valuation are charged to the
Statement of Profit or Loss.

b. Ditteer Shart- Term benefiss:

Cither short-term benefits such as annual kave encashment and bonus are
accrued at vear end.

Provisions and Contingent Liabilities:

Provisions are recognised when the company has a present legal or constructive
obligation as a result of past events, it is probable that an cutflow of resources will be
required 1o settle the obligation: and the amount can be reliably estimated, A
contingent liability is only disclosed in the notes to the account f an outflow of
resources embodying economic benefits & possible.

Revenue recognition:

Revenue is measured at the fair value of the consideration received or receivable: The
Company recognizes revenue when the amount of revenue can be reltably measured:
when it is probable that future economic benetiss will flow to the entity; and when
specific criteria have been met for each of the group's activites, as described below:

Trterest income

Interest income is recognised using the sffective interest metdd, When 4 foan and
receivable is impaired, the Company reduces the carrying i *
amount, being the estimated future cash flow discoun
interest rate of the instrument, and continues anwindi
income. Interest income on impaired loan and receiva
wriginal effective intenest rate.

dm‘::un!r'm |n't't'ru,5t.
rﬁug{&d{mlpg the

Dividend moome
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Dividend income is recogniszd when the right to receive payvment is established.
Government granbs:

Grants from Roval Government of Bhutan (RGO} and cther organizations relating
tir costs are recognised in the income statement over the period necessary o maich
them with e costs that they are mtended o compensate.

Grants. relating o Property, Ulant and Equipment are included in non-current
liskilities as Deferred Govemment Grants. Depreciation on the assets s charged
agamst the grant and not to the Operating Statement.

Grants in kind are recognised at their nominal value,

Earnings per Share

The Company presents basic and diluted earnings per share (EPS) data for its
ordinaryshares. Basic EPS is calculated by dividing the profit or loss atiributable o
ordinary sharcholders by the weighted average number of ordinany  shares
outstanding during the periad. Diluted EPS is determined by adjusting the profit or

loss attributable to ardinary sharcholders and the weighted average number of
ordinary shares cutstanding for the effects of all dilutive potential ordinary shares

Comparative information:

Where necessary, cerlain comparative information has been reclassified and updated
in order to provide @ mere appropriate basis for comparison,
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NOTES FORMING PART OF STATEMENT OF FINANCIAL POSITION AS OMN
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Coypstam 154181 T nad BT
Ebobimide 1514150 il 348,512
Consumable & Assots 147 N0 pRE TISK 585
—
l'atal I4bEE19% 38705 458
Mote 7= Trade & Ohther receivabledC armest)
Farticulars Fi-Lrer-2] Fh-Deg-20F
Swkry Dy o A AL, i) | 204N
rairaly Deposil Maced | 77ial2 L4l N78
Toval 134 450, 14F 24,916,772
Mobe Bz Czsh and Cezh Equivalents
Particulars Ti-Lec-21 Wi-Llec-oll
Canlepi-Fand XETAT 117,280
Hank Dalance
Hamk of Hhwkarn Lidd & MNo- R e BT eHE (¥ B 8 |
Bagek of Phoban Lid A fo Mo- 200194058 245, S, T 107040 15,
Bank of Bhutan Lad-201350717 - SMCE 2 585, 0 13705, 887
Fank of Blhwkan Lid-30] TeaTh0 - SRACE 154, ST0.R1S | Bkl G261
Lhord Spema |||IF!.':|| K NELN) -
Bank of Hhutan |id « ARGSLWT - SNIC WIS 550. 008 -
Bank of Bhikan Lid - 203325574 - ShC] 13308, A -
Bank of Bhutan Ticd - AGRETEEED - S6C] el RS =
Bhutan MNatwomal Bande [ kd = (00000 495 10010] 5,582, e
Tual 1036 076 865 H2ER1. Y
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Myte 5 Citheet Currend Asseis

Particalars H-Dae-M
Cther Lu rum assois
s (LERET. ) :
Advance Tax R8T R oL
Ahvance i Fmployes (103371 117,008
Acdhvvande b Vendat 43340 48 1§72 IS
Prepaid Eupurses 157057 14,154,504
L ndaticriiend mining cos . #
Lisars & adivance 1o Intra Company _

Turkal N5 085 5A% 127,550, 042
Byabe 1 Capital
Particulurs 1-Dhg-21 3)-Dee.20

Authorised Baers Capatal

I ENHHOOT Bty Shmres of Su 1 sach

Fesmied, Subseribed and Paid-mp

SN0 gty shares @ %o 100 each fally pakd up

20, L

1, (LI ()

e RN

Ul il ]

253 L)

TurmgBighis altached o equity whares

e Commpamy has vnby oo class of ity Shames haveag o poe calue ol Ko, 100 perr ehai Each lwiddus of
Euguify Shairies is sbn HER 10 e Vol Pt ltare. L2 the evien of Hyziudaiionof the Compary. ihe holders of
I'q‘lll:. Sharres weill Tsr endilba] o nocsere et g esets oF il Cosmgany alfics distrabulson of ail

prefaremual dmiant The disbrabu i il De-on progseeissn bt mos bt of FI.F.lII!.' Shares bald |'l!. 5Ty

sharchililems

Mote 111 Defermed Tas Linhilicy

Particnilies D21 N=Dlec-21
Dieferted Taw Lishikizy-
Timuirgg Thifinemees i respaess ol
Chcrring =
Fevopnisal during U vear in felabon 16 Property, E T e 1137542
Flant and Eguipment, [mtampible Assets and
At oo of Expisration amd Evaluation cesis
Total LT3 1,337 542
Sole 12 Eimplayee Buned il abligalion
Parficulins M- D21 Ak-Drec-aar
ik rlnrkl:\.:l- wil Bemeld [rrabeiiy ) 1. 3A3 &%) LATE TN
L= -l E |n11|.|:....-|- Menedii (1 save Fnesachaneni’ L2201 -
Grabuity Fank Aqcomin -S3001 . .
st Evnploy es Bengrids (Owes| 3, 1L 05T I esL TN
Tzl 3205420 24351
Mate L Long werm ‘MW'HE
Farticulars W-Dlee-XN 5-Eaec-20
Totdin Liosdii frpim MNITT'E 55 SR % N e e
Triar l\._.lrﬂillnj' Harmrove i W) - ST -
Tovtal 51,3303 3153571

STATE MINING CORPORATION LIMITED

ANNUAL REPORT 2021



Mote 14: Trade and Other Pavakles

Provizmon for Income Tax
Secutthr Deposiis

B AR HYD

S s
a7 AT e

Partica lars F1-Ihec-31 A1 -Dhee-20
Cithar Trade & pava hiles =
Empioyves Pavables 1,346,651 gy |
Sundry Creditors - Diomesti AT AT 1R, 7R RIT
Suridry Creditom - Intsrnatioma 14.0178F L1
Advamce from custsmer [ ]| | 1,642.135
Shock Receved butb oot Billed 2. 295419 385,504
Tatal p gt K o] 43650 873
Mote 1% Short term employes bencit
Particalars A=[ee-21 31=Dee20
Fosl Emphymenl Benehl (Cmatuity) [ e .
Shart-ferm Employee Denefil (Leave Engashment) TEE TR 1775880
Total JAET 448 1775 50
Soode 16 Cxher current Labilites
Particulars -Dae-11 H-Dhec-30
TS Pavahla 1,836, (55 | A5 42
Other Liabilihes 57,533,995 12,575,500

1675023

14242

Ritentson Monoy 152 415 135,193
Tatal 753,708, 40 2150631512
Mete 17 Short=term Borrowing,
Particulars M -Dore-21 s B s
Term Loan froan BNTFT | 1,454, 395 o HI5, 08
Inter Company Porown 1 - ShICl = MG 0. DD
Tertal 1,45, 59 s 45,098
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Blake Mining Corpraretion Llmlted

Notes farming past uf Statement of Comprehensive Incoms Az

H-Ther-21
Make 18 | Revenue from sale of producs
Particulars F-Dhee-21 T-Dhaeg-20
Sl ol Cial - ST LT ARELE 1 46,364, 780
Lims; Challing Conpupaation - SMCL {1 145679 {1:728 I"l-l.||
Lemn: Parewreal Licis - BT 205, 150 R ]
L. Abrarmed Loss - 5801 Lot 3 Aed
Sale o Cuarsss - GYECT A1 SHE T e ia11
Salw af G paLmm-bi i U2 ARE AT A0 ITH1H
Sale of Duolomise - 5h40C1 LITLATLS
Taiial '.l-ﬁ-i._iﬂﬂi 1,145,6%3332
Bvibe 19 ¢ {Mhar | R oene
Particulirs FDec 1l
Gain o Sale of Axsets - SMUCL 1 1,117
b of reject saone L014.3% 128331
Liguidated Damapes 1 921,37% 2 457 BR
Isvterrst Froen short berm deposit aTe 332 LaTLITR
Felimowll laninsiss oo L7 RIR 1 Dip S
st Heonsse Chaiges 254,055 BRATS
Inctvma fromm Weagh bridps - SRC] LEIFr A 1e07.55%
fabes » Losding Charges - SMICL - Sk SONEAT 11.97R.253
Sakes « Transportation Clanges - SCL T SIRAAS
Salis - Local Transporiation Charges - SMCL - BMCL 197 811,317
Toial Ik bk, T4 20 202,670
Hul.:iﬂ-:ﬂhu‘n im Iwventory of Finished Gisds
|"I.I'IH:'|._I_|“I_"I ¥E-Dee-21
Cospol ool Manmisciure -ShCL LEE T8 By (211 95410
Total 115,158 554 (211.554.224)
Mot 41 : Mining Lest
_ _ __Particulars 31-Dec-I1
Dirilleng & Masamg - SR IZ1RL 53 1A 25
Enviranment binagemasn Tl - S 4178 A 1 4850
mlimezal Bera IT1A5953 5574765
Raluiy & Proleciive Ladgels « SMVELCL L457. TS 2ADLEST
Surtmy Bonl J A 5 1577143
flimerral Tesbing Tispedse - SWI0T 1850 TAEG
Stripping Lost 136,74 308 131 475.77E
Prowluct Handling & Miscellaneous - SMUL gl R THEMA
flimeral Hawing - ST 1L 147421 by B
Triagrea ol oy B0t Tehopbangma o Habeang - SMCL BUNL AT 1 LOHL
Ciall Flaisling, Cost - SMCL B 150,535 HEIIESD
Faoyalty ILATLAM 53547150
Cial Handling oos: TR B
-iﬂhF“H:“In Briadi Madin 1 e Plisil 3 - 50T T Y
ranapration from Mimes o siockyard -« ShAcl AT Bl T A1
W g 3 ATRASH s e A
Envounment Kesoracsn s peises - S bl 12074, Tr FAETT
durrisanoe of diderred mirmng oo il S TalLATE
Lot hihet - SN EUMNLOT IR TATIOE
Enian flald Aswisasiaenl Bee - SRL] i il ||
Tofal 1824 NA3.542 560.2TH.EHE

*Nare: The amount depossied for Kethaphka Gypsam Mine & b 10 per MT of material dispatch in advanoe by way of
Emareoment Restoration Bond insa the govemmen| roveniss scoount with tw FTICE shall net. be eliginie tor nefund
ani e is charged off 1o the revenue, Leviges fow wler Flalranjg Talsgurmgms misnes paid 107 peraboms o coal

ey A0 DHGET i allan pon fas decleckable as e Inconds Tax A
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.\-ulrﬂ:ﬁplrrﬂiln i Mamnlenance Expen=es

larticulars ~N=ee=11
B M- DBuliding - ShiC R R R E GrbaEe
. & & 2 - Funsiture g Frebure - S4CT LA
B % - Mamymg Equapment - S8R0 ¥R
o e B - Oilfice BEguipmens - SKC 37, ) £ L
B M- Wohides - BRCL H A4 b0 1310, Y
viehir i Harmg Expenses (POLE - SMMACL 18,7305 BITISS
B bl = Pl ok Mg Hpery - SMC FE, 0,2 (hRE R
E e M -dasa processing equpmend - Skl R 132,745
POL Puant & Maychosery 3, S0 L4638
Poew [ eomis umpten foar crushiig pllnl P [ S G Lt e A nEs
Hoap Mantunance =S| h-"ZIOEd
inEorance -=hi1 | B & P 1,334,732
o ainenenc=aE R EI_T.“.IEP HX1 1 211, 0LHp
Elire of Soreers Mt - <R 4, LA3 0T 1
Tanlal 172,995,451 &6 540,184
MWote 23, Emplovec Renelils Expenses
1 Particulars 1-Dec-11 :
Fayrall S selaled Expénses
Salanes wages and alldywamces T L 30, 43
Allowances TLATRA5T 17,676
Leave Travel Loncessmn - ShICT 1 e L Rl |
Creertpre Paviment 70019 L0 T
Pertarmances Based Variabhe Pay - ShCL S8, 12 5,08, 107
HIET} cxpaensies LAY 71.255
P Employment Bepedils |
CI'F Cenmbwzan {Employer) - SMOL .7, THE 8 nRHLE
Crannir Copnbabhon - B e S P LERE 10
Farpatmnmen Allewanoes - SO 14,250 iLaan
B Tnlis
Larmagy Charges -S540 #5450 Bdl454
iher Employves Benefits
Loave Bnmshment -58CL 3.500.207 1,0674n0
Loag Term Sudies - SME -
Irarsfer Grant - 5CL n5{1, kR4 el e
ISP A 315,825 ¥aE 628
4-n.l'l-.;|"..w HReropnition Award SACL "
Tntal T30, 901 92 B TR 251
Sote 24: Finenre Cosl
Farticulars 31-Dree-21 :
lfsesest op Secueed Loan < 1HL 561 LR IT
Loan progussing fees - 118560
Lisss on Fareign E:-.'.-l..'n'uEﬂ 15
Total 9187 824 5 5ab 162

Mot T mawrest om SN1TTF term boan is ney aff of i minerest swaves fram Beyal Govemmsent of Hwtan and STET

with consdiragon of the Impact due o COVID - 19 The inferest weaver amouns to Mo LEFL084T
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Piotw 2% Dthar Exvprnscs

Faricuiars b D=l -
al Admimistranive & Other Evpenses
Cowmubiing Charpes 43,y H
Audit Foes & Fapenses - 2550 e | ERE TN
Boand Meriing Pupenees - 5301 el 5 b N By [
Caorporaio S0kl Kes pons [(Paley - 5REC b BT Fe I, a7 A5H
Elov ity Cha s = 55IC1 23,70 e ras
Foapitality & Frasriismen] Fxponias - Sh|CY (I8 RN [ e
Inswrsel Charges - 5410 (LR NI 1.2k 7a
Licemss Repistration & Rermeatal Fes - 55C] 4.4 i
Ot bupaeeeses - SAICL & R S rg LAY
Ut & et Houes Hent =ML L HTS 8T 1.a51687
Ol S pplies, Primiiog e Sorioenies - 5200 2443, TE 1602 M4
I|4-\.-|.1h--rl--1r|'.-r- o | 221,85 237 3h5
Sut-Cosmnmities Meetiog e penes - §&107 146571
Sp-sommmithed sitting fes - SWICL ITd. o L1ELIEK]
Insugrmral’ sanctEcation Dxpenses - SWCL Xm0 *
Baund Siing Fees - SICL EEERTE N A3 TN
Fers e Sulbseacri peian < SWICT B 100 g 34168
Bank L"I-\..lru_ri- -ERNCL [T il gL
TravelFonsign - 5801 = | & THER
TrveLiocak - S8iC] B, 735, 86 4 #7581
Meeting & Retreat Experses - S5CT e Te 81800
Hice Charges - ShECL ¥ 3, 20 51, B
Warking hengh - 52000 39,540 150 )
Cuvat Floes Dxipensos - SHICTL 2y i ¥iT
Thinisi B - 5% I7H, TINR S ks
vt Combiar Chuarges < SACL 76, TRI T
Mlscedlareous Fxpensey - S [l B ]
Lewse rent - SVICL 04 BN
Sports/ Hesrwation - G101 L2437 AL H0
Haorsrmariesn - ST 4,
Iriberrssd mml Netwvark Charpes - Son « S50CT 12150
Tolopicme s Fas Chargis - S - ST -
Suli Toikal [aj - 40, 1.3 (R, [
) General Expetses
ks Mewospajn & Maghrines - S : 2530
Rimadn /' Tersdeal Txpoososs - %0001 bl W54 [
Stare & Spares - SVICT 4.7y 1R IE
Dimape d Conmer chares - SMCL (i 1 18,98
S'ﬂhTﬂﬂ:r- s Wl Lo . ]
Total ja+h| - 0,974,519 | 3, %1, 6TH
Mole 2&: Seiling & Diaribution
Fartivulars T
Fretght Cutwards - ShC 1h 544 lhn R
Leading é Urioading Charges - SuC] 21380 1k 1,7, 721
hinrketiny & Selling Expernses - ShICL 1215 _52 1.3
Aty il - Sl el g L |
|'\-IIrI'IEI Parik l-l.'HI'E-"« | 20103
[otal 412452 40 1845, 7TH |
Nale 27 E.I.I'Hﬂ.i'l Per Shure
Particelars
et prafit athributabi o egquity sharstwokders
lasived and vuistanstmg cordinary shares af thebegerming of tby
Wieighted average mumber of ondinary shares
Basdc and Dilated Earnings per Share
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(All amwunts in Nu , uniess otherwise stated)
Mote 28: Capital management

{ah Risk muanagamend
['he company’s obectives when managing ca pital ar= to
L safegudrd theis ability w continue as a going concern, s that they can
continue b provide returms for shareholdess
aned benetits for other stakeholdees, and

il Matmtain an optimal ca pifal struct pe o feduce the costol caplilal

Fhe Campany b formisd as a wholly owned sobsddiaony of Drek Holding &
Investments Limisd (THTECompany manages the chare oa pial Bsaed angd
smitscribd dbran with shareholder's fund ap peating & the sl stalegment
a= capital of the company,

Mote 2% Financial Rk Management
The Company’s activitles expose ® &0 credit sk, lguidity risk and mackos risk (ke fopeign
currency risk, inherest rate rek and price risky,

This note explains the sowres of risk which the entity & exposed toand bow the entity manages
thie risk and the impact of itin the financial statemanits

Rink Exposure arising from Measarement Management
_rodit risk Canh and cash equivalents,| Aging analysis Pivenitication  of  customer
frade receivables, fimancinll Credi rotings s

itk mezasredd at|
Liguistity risk.  [Bormowings  and  other| Cash flow forecasts [Availability  of  committed

Liatilities :[._il‘J.'I.H!-Ei
Mlarket risk fin) Foreign Currency Cash few|Currently  the Company  has
Forecastiog transacHoms in Indiar,
jdl Ingeres: Rk Bangladesh and Local curroncy

‘;-'e:rl,-!-lrlut:r amalvsis fand  tmely Lpd.:.tﬂ- on ke
peachange Tabey amd Bo credit
sales in feregn comency

Waorking Capinal Limie

(A} Credit risk

Credit rsk a5 the risk that connterparty will not meet 16 obligatons arder a inancal instrument of
customer contract kading o 4 tinancal loss. The Company is expossd [o creds risk from s
operdbng activitses pramarily racde and other receivablis from domestc ousfomars only,

i) Trade recelvables

The Comparny's trade recemvables ane non-interest bearing and are peowrally on 4 dave ko B0 davs
credit term, Oulstanding customer receivables are regularh monitored, The ageing of trade
receivables is of balance sheet date i lews than 2ix months Except in case of Dhangsam Cement
Comporation Limited (TROCLL eing the skster company. credif berm b Deen e lemided.

The resgu rement for impairment is anatvsed at vach reporting date. Reler note 7 for details on e
irmpaimment of irade receivables. The maximum exprsure o credii sk at the reporting date is fhe
carrymg value of each chess of finamoal assets dinclksed in Soke 7. The Comparny dies mot hodd
ollateral as secarity

i) Flnanckal Instruments and cash deposits

Ciradin risk from balamsces with banks anid financial rstitations s managed by the Compamc's
Finance & Accounts DPepartment. For banks and inancil sdbutiens, only high famed
banke S institations are accepied Fmancial Assets are comidimred fo be of geod qualibe and there 18
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(B L Equidity risk
Lll.ll\.ll.dll.] clek s i ntek thal an ey will e runder dlif Tcubby im rrlull'irq:l_nlllqﬂqtmq s ] wendh
Fink mcesl Lialvilits Blal ar sasttliad by deliveriig cavh or arecdber toeincial nssst.

Al pemend mpnatees molling forecases of the Company’s lHgpusdity pesbtion and cash and cash
Hjuivalerns vn the basiof expected cash foiws. This is generadly. performed i scoondance wih prachos
il |immits st by the Roard of Company.

{1y Maturitbes of finamcial Halsilities

Tl taaem Berborir wmaly oo b Comnpae s Fameal Bahiliios i welisist mshariy prod pings basid on
thisr

pontrathadl matwrities for all Feancis] laldites

The amousts dischimed in dbe &bl are the controciual andiscountsd cast e Dalanoms due vwillin 12
mintibe eqgaal Phisie carrying halances as the impact of discesnting bs sot sgeificant

maturitica of Financial Le=s thn 1 vear| Sose tham @ Todal
TRdre
T racde anid Db Pavaliles LTI T - ATHI
cdal finaaciall Habdldies MTHET - FeTHEN
“antesctiisl malurities ol Fmascisl ii.EthH-ﬂ'l year| Maree than 1 Toual
[FETN] e years
Tkt sl Other Cayabies 13 ARLETS = Doai0E |
|El:lll1 financial lubiligees 43,630 473 - 1 EMLATY

(Al amonnts in Mo, nnless ctberwice stabed)

AEZ) llarket rlak

(il Fowesgn cumency Fisk
Forvigs Curruncy eisd i the visk ikl the Lir velue or fumne cash flows of & fnapcial esboement sill
Hizckiare berame aof changes im foreign exchang rales

I Comipaior operaies in No or Indizn cerrency and dollad, Dhere s no flctnation inthe eschang: rah:
etz Indiin aurrency and Local carrency. Hec is ned excposed f bieign cartency eisk Frim Rs &

B The risk of femvign curmmey was teken cane by theeschange rate tmely updabed by the Heval
Adonrlary "ul.llll:lﬂ':f wiills iFs Fridoaial Frssse b

(i} Imlerest rate rizk

Enbisnesd ddle vivk s e sssk Bab By Takr valne or foture ceshy flovws: of § Birancsl it s wall Mochside
Baicaise ot =|'I-'IE“I'I' &n medrket Enterest atea Tha Cnm.p-an'g.- i agmmad o Rhe ek ol I."iullullh ke
inlerest rabes prioaarily it com panies soarking capilal limil shlgation with eating inberests

Pl v ey luisesnly fimmd rate) bormowings ard are carmied & smontiied cost s e not su b o
inderest isk as defaned 10 HERS 7

o
=

.-J'

A
(&G
| %!
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30, Allotment of shares have been made to Druk Holding & Investments Limited (DHIL) who is
holding 100 percent shares of the Corporation. Dunng the year, no amount has been received from

DOHIL as additional equity inpection in support of business expansion,

31. Term loan of No 80 million was availedd from National Pension and Provident Fand (NIPPF) by
pledging DHI guarantee in 2018 and there 18 no such loan availed from any financial institubons in

fimansial year 2021

32, All the balances against debtor, creditors and advances are based on the invoices raised to/ raised
from and advances paid respectively, which are not settled as at reporting date, The company has
already initiated the process of availing confirmation from various parties. Pending completion of the
same including reconciliation, any hurther adverse adjustments to be made in these accounts are not
presently ascertainable at this stage. The Directors are of the opinion that he effect of process may i

i 5i|5:n:if|.c.:,n‘t and material in relabion o these financial statements.

33a. There are no contingent liabilities for the Company as on 31st December 2021

33b. Capital Commitment

Particulars 2021 2021
2A, Property, Plant and Equipment
Plant & MMachinery 156,954,800 54,295,193
Furniture & Fixture 2173600 G5 800
Safety Equipment 42,100 B3840
Survey Equipment 2,474,000 3,004.000
Maotor Vehicle 34, 56, 000 110,570, (010
Building & Civil Structure 155403471 84,482 480
Lab Equipment LBaR.21 2ABRTHE
Office Equipment H30,700 G2 400
Crata Processing Equipment 13,157 405 3,334,750
mquipmam 370,426,097 162,457,229 |
25. Intangible Assiéts
Softwane 3,000,000 1500, 0000
[Total Intangible Assets 5,000,000 1.500,000
Balance to Accounts 375,426,097 163,957,229
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Mote 34

Gratuity Valuation Report

5. FINANCIAL EXHIBITS

5.1 DETAILED FINANCIAL EXHIBITS

A, LABILITY RECOGMISED IN THE STATEMENT OF FIMANCIAL FOSITION

Nu. 31-Dec-2021 31-Dec-2020
Present vaiue of define benefit obligation 6,800 448 3921 870
Foir value of plon osses 3514497 2544552
Ffunded status - surplus/ [dehicit) (3.284.171) (1.379.274)
Effect of osset ceiling ; :
Net defined benefit assel/(Bability) {3.286.171) (1.379.278)

B. COMPOSITION OF DEFINED BEMEFIT COST

N, +1-Dec-2021 31 -Dec-2030
Expanse recognised in profit or loss 2 459 435 1,974,000

Expente recogrised n oiher
COHTErenensve INCome

Defined benefit cost 3,615,634 1,057,854

728000 (718, 144)
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Grofulty voleoion repoart w1 Sigde Mining Corporafion Lid

C, EXPENSE RECOGNISED IN STATEMENT OF PROFIT OR LOSS
M. A1 -Dec-20210 31 -Dec-2020
Cument senvice cost 2 EBS FRE 1,948 125

Post service cost - -
Lossf(Gain) on satflemant - -

Interest arm DB 235319 20811
Less: Intoras! on plan ciset (241 .47 4) [1B2.324)
Experses recognised in profit or loss 2459 435 1.974, 000

D AMOUNT RECOGNISED A5 OTHER COMPREHENSIVE INCOME
M. A1 =l -0 A e - 200

Actuarial [gain] or loss dus fo expedence
adjustrments 933,158 [834,727)

Acti-oial [gain] or 1645 due 1o Changes in
financlal osumotions

Actuarial [gain] or loss due fo changes in 4,700 _
demoagraphic assumpfions .

Returm on pian ossets [graater] of e than

discount rate Ll Rrals
Expenies recognised a3 OCI ¥54,000 (¥18,144)

€. RECONCIUVATION OF CHANGES |IM FEEFEMT VALUE OF DEFIMED BEMEFIT

CELIGATION
Mo, I =D - 0G0 31 =D -2020
DEO at the beginning of period 3,921,870 2.429.310
Add: Cumant service codl 24BI YT 1945133
Add: Post service cost - -
Add: Interast cost 23531y 205,191
Less: Benefis poid by the ploan |A50.715) =
Less: Beanefis paid by the employer (329, 845] [2B.835)
M“"?‘“LE‘;E}UT“L“E“;’ e 33,158 834.529)

Actuaial [gain] or losses due fo change in
finoncigl osiumaotions

Actuarial [pain} or losses due fo change n 4709 -
demagrophic asumations
DBO aof the end of period & B00 4L 3,921.870
—"-‘::I‘I."a‘.l.'lu '
TINFINITY i8]
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Graluity voluolion report v1 Shale Minling Corporation Lid.

F. COMPOEITION OF PLAM ASSET

M l-Dec-2021 31-Diec-2020
Bords (Sovemmentfcarporabe) - .
Grotulty savings/degosif in
banksfinsurcinee & Al B.504,457 2,542,572
Equities = :
Total 3,514,497 2,542 592

. RECONCILIATION OF CHANGES IN FAIR VALUE OF FLAM ASSETS

Mo, 31 Dec-2321 31=Dac-1020
Fair velue ot the beginning of pedod 2.542.5952 2277083
Confribulon paid into he plan 1.379.278
Egecied retum on plon ousets 261,474 182,324
Banefits poid from the slan (450,715} -
Retum ::;r}:dt:n osets greater or {less than (18,134) 81215
Falr valve at the end of period 3,514,457 4,543 593

H. BIFURCATION BETWEEN CURREMT & NON:CURRENT NET LIABILITY

M 11 -Dec-2021 31-Dac-2020
Currant liobiity 1,902,740 511,744
Mor=cumant lioodity 1,383.43] B&T 515
Met Liabiltty 3,284,171 1.379.278

EXFECTED BEMEFIT FAYMEMNTS IN FUTURE YEARS

December 31, 2002 2054959
Decamber 31, 2003 1,123.401
Decamber 31, 2024 1494785
December 31, X025 1.#37.745 i
December 31, 2026 2,370,769 P
December 2027 fo December 2031 16,073,405 DA P
Decamber 2032 1o Decermber 2041 43, 7R4 493 I.l"l ¥ -
L1 £
RE e 'h"-- Fy | =
. ESTIMATED TERM OF LEABILITY (IN YEARS): 14.4) . K - ;
Age :'j:r\"‘ -,.,____ e I.'“w.-"'lr
r%a-- il ¢, A
INFINTTY S :



Gretulty valuatan repof v1 State Minlng Canporation Lhd

5.2 SENSITIVITY AMALYSES

The foflowing fable summarnises the results of sensitivity tests performed on the present vaue of
the defined banafit cbigation by vargdng the cssurmoiion parametes o isted. The same
model and valuation methodology of described in 4.4 wos employed for 1his exercise.

Dofined Bonefit Het effect of Percemn

Assumplion,Poromefer Jcenorlo Obiligation (DBO) BBO iege
* N.5% 4,510,827 [289.847) -4.24%
Dizcoaunt rale Boyse foate & 800, £48 R s i
-05% 7,118,134 15468  A454%
* 0.5% 7144543 343874 ED0R
Salary growih rate Base rafe & B0, 4458 - ,00%
- 0.5% 8,452,368 (318,280 -4.68%
= 0% &,754 008 [5.662) -010%
Maorality rale Base rafe ABO0.£E8 - R
- 10% &.807 357 4,589 0.10%
+ 0.5% 6,452 405 [108,263] -1.59%
Employer lumover rofe Base rote 6,800, 548 - O0O%
~-0L5% 6914187 113518 | ATHR
The loliowing chart shows 0 grophicol representation of the gDove senslivily onohysis.
a0
EL L
4 A7
AR
200% i

0.0 il |J
G00% _— :
| lnlﬁ.'- d
-L57%

=2, 00T
4.00%

424%

A48T

-4.00%

Discaunt rate Sty growth Martality rete mﬁ:‘;ﬁ:‘-ﬁm

|+ 0.5%) rote (£ 0.5%) [+ 10%) (+05%)
oo EmELTIND

S INFINITY A
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Grafulty valeotion report i

&, CERTIFICATION

1 eerlify that the report hos been preparad in accordance with the provisions of BAS 17, Ta the
best of my knowladge, | do not hold any inferest, direct or indirect with State Mining
Corparation Lid, that would impaoir objectivity of my work.

Siote Mining Corparafion Lid

| am availabla fo onswer any guesfions or 1o provide explanations or lurthier datails with ragord
o the maternak contoined in this report, Dated 14 January, 2022, Wi version of the report
rliifiey all ofher varsions, whather ssoned or not, preceding this dofe

-1 I' .-_ﬂ'r"l;fr"l 3

L“H'U gV J

| g
i

Tandin Dorji

66

Actuariol Consuitani
Emall; landin@drukinfnily.com

Caontact: (775} 1785 B474 | | 7720 5040

%;iﬂmuur.:
INFINITY
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Leave Valuation Report

§. FINANCIAL EXHIBITS

51 DETAILED FINANCIAL EXHINITS

A, LIABILITY RECOGMIZED IN THE STATEMENT OF FINANCIAL FOSITION

LLLTH 31 -Dac- 20T 31-Dec. 2020
Prrtant walue of daline Denall SDgatnn = B 2775487
Fow volue af pian gl
Funaed staha - nephafdetci) [3373.TaF) (2775, 48]
EHoct ol guwet codng
Mot defined benelit cuset/[Bobility] (5373 Ta7) (2775 487}
] COMPOMTION OF DEHMNED BENEFT COAT

Ny, J1-Dec-21 31-Dac-20
Sernce Cost 24 TE 0B w00
el mtoradl on et ckelirngg hobsdy (ot & 457
memachcie recognitkon ol oo losers - % g 2 T AT
Cither lony Teres empioyee bonalils ks Y
Eaprireis tis oot = ofhe

ST e VR L S

Define Benel Coal 337N 3,05 428
T EXPENSE RECOGMISED IN STATEMEN! OF FIOFI] O LOSS

M. Fi-Dec-2F i1-Dec-20
Currpri! serace col 2 A1E 08D Y 500
Pait sennCe Coal
Loes{Gamn) on watfomend s
Intarest or D8O (22 452
inlwrast on plon ot
rrhedicle recogrion Ol Qoo - 5 775 LB 5 ATs 34y
CAlFa lond) hodfh ompioyes Bepraafih
Expenies recognived in profi or lom 5393749 3,056 478

ANNUAL REPORT 2021 STATE MINING CORPORATION LIMITED
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fomed Leove valuaton meport ¥ State Minlng Conporafion Lid

0. AMOUNT RECOGNISED A5 DTHER COMPREHENSIVE INCOME

i, 3i-Dec-11 31-Dec-M

Actucrial [gain) or loss dus to axparanca
fjustments 771437 2077387

Acivoriol (gain| or loss due fo changeiin

finonclal ggumplions

Actucral (goin) or loss due 1o changes in | 948

demaographic osumphions [1:948)

Redurn on plan assels {greatern o less thon

discount rate

Immediale recognition of goinsflossas -

Cther long tarm employes banefits

Experse racognizad os othar
comprehensive income

27754879 2079387

E. RECOMCHIATION OF CHANGES |M FRESENT VALUE OF DEFINED BENEFIT
DELIGATION

Ny 31-Dec-2021 31-Dec-2090

CBD ot the beginning of perad 2775687 1.774.18%
Add: Cumenf serdice cosi 2418080 299,500
Add: Post serdoe cost . -
Agdd:nterest cost 7 [22,457|
Leis: Banefils paid by the plan .

Less; Benefils poid by the empiayver [2,773.587) [2.056,728|
et e Sopensatiag 2777437 079,387

Achiorial fooEn) of Ioises due 1o changs in
finarcinl guuwrpiions

Achioric! [ooin) or losses due o change in | 548
demaographic asiumptions e )
DEC af the end of period 5393749 2,775,487

f. COMPOSITION QF PLAN ASSET

Nu. 31-Dec-2021 11 - Dz - 20CH0
Borids [Governmend/corporate)] - x

Grafuity savings/depasit in
banks/irsurance companies

Equities
Total

3% couiTe
O INFINITY




Earnad leave valuafien repart +1 State Minlng Comparciion Lid,

. RECONCILIATION OF EH#HGEE IN FAIR VALUE OF PLAN A3SSETS

M. A1-Dec-2021 31-Dec-20M0

Fair value ot tha beginning of periad - .
Contribution paid inta the plan - -

Expacted retum on

plon assats = 2

Banefits paid from fhe pian
Return om plan ossets grecher o ess! than

discount rate

Fair value at the end of period - =

H. BIFURCATION BETWEEN CURRENT & NON-CURREMT LIABILITY

His,
Curran! labiiity
Han-current habdity
Net Liabillhy

31-Dec-2021 21 -Dec-2020
764,708 BA.O7O
4,627,061 2,687,619
5393747 2,775.489

. EXPECTED BENEFIT FAYMENTS IN FUTURE YEARS

Dacamber 31, 2022 B25.885
Dacamtser 31, 2023 531,812
Decarmber 31, 7024 SO07 458
December3l, 2025 410,028
Decamber 31, 2024 391,331
Dacambser 2027 10 Dacemiber 2031 1945135
Deceamber 2032 to December 2041 4 349 537

d ESTIMATED TERM OF LEABILITY (IN YEARS): 7.1

o=, [OMEILTS
S INFINITY

ANNUAL REPORT 2021

[*]

STATE MINING CORPORATION LIMITED

69



Earmned Leove valuofon report v Slofe Mining Comporation Lid

5.2 SENSITIVITY AMALYSES

The following table summarisas the rasults of sarsifvity fests performea on 1ha present value of
the defined bencfit obligaton by varving the amumption porameten o lsted. The same
model ond voluafion methodology a5 described in 4.4 was employed for this exercise,

Oefined Benafif Het affect of Fercant

Azgpmpllan/Farameater Scenario

Obligation (DRG] DO changa
+0.5% 5,185.077 (208.492) -387%
Discount rate Bose rafe 5393.749 - DOO%
-0.5% 5.419.245 225494 416%
« [ 5% 5440172 245,403 4.57%
Salary growth rafe Bose rafe 5,373,749 - RO0R
- 0.5% 5,164,052 (229,717 -426%
+ 10% 5393.749 0122 CO0R
Maortality rate Bose rate 5393759 - DO0%
-10% 5,393,747 072% OO0R
+0.5% 5457717 83,748 1.17%
Emnpleyer flurnover rale Bosa fate 5393749 - OD0%
-0.5% 5324180 (67 58%] -1.25%
The loliowing chart shows o graphicol representation of the obove sensilvity analysis.
&.000%
5005 T i TR
4,007
1 00%
21.00%
| 11%%
1.00%
000%  0.00% i
Q.00 |
B J
L0 =1.35%
3005
- -
E L e o
5007 4247 :
Discount rate Salary groiwdn Mortality
{4 0.5%) rata |+ 0.5%] [+ 10%)
2o
= pomain g

INFINITY




fomed Leove valuation repart v1 Siate Mining Camporalon Lid.

. CERTIFICATION

| certfity that the reépart has Dean prepared in gccardancea with the provisions of BAS 19, To the
best of my knowledge. | do not hodd any inferest, direcl or indieck with Stafe Mining
Corparation Lid, that would impair objectivity of myy wane,

| am avoiloble o answear any guestions or 1o provide explanafions or furthar details with regans
lo the motedals centained m ths eport. Doted 14 January, 2022, his version of fhe oo
nulifees ol oiher versions, whether signed or not, creceding this date,

Tandin Dorji qq

Actuorial Consulfant - ;ﬂﬂﬂﬂ EUEI NG
Email: fandin@idukniiniby.com ' [ N F | N ITY
Contact: (¥75) 1785 84%4 | | 7720 5040 hitesyf fdrukinfinky.com

g:::‘t'hl kg, v
- - kit ki [11]
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Carioge Charge valuailan tepart w1 Skate Mining Corporofion Lid.

5. FINANCIAL EXHIBITS

5.1 DETAILED FINAMCIAL EXHIRBITS

A. LIABILITY RECOGNISED IN THE STATEMENT OF FINANCIAL POSITION

[T 31-Dec-2021 ¥i-Dec-20M
Prasanl valus of gafinae baneft obligotion F44,481 415443
For vaiue of péan assats . =
Funded siotus - surplus/[deficit) (7d6,481) (415443}
Efect of assal cading 3 .
Net defined benefit asset/(liabiiity) (744, 481) (415 443)

B. COMFOSITION OF DEFINED BENEFIT COST

™ 31-Dec-2021 31-Dec-2020
Expanse recognizad in profit ar [oss 349.414 318.474
Expanse recognisad in athar 154,847 15.131
comprensniye incams

Defined benafit cost T44 481 333,425

C. EXFENSE RECOGMISED IN STATEMENT OF FROFIT OR LOD33

M N -Dec-201 2A-Doc-2020
Current service cost 47 414 311
Post service cost :
Lossf | Gain) an setlament - -
Interast omn DBO - 4,545
Lass Intenesi on plon amat -
Expenses recognised in proft or loss HF 404 e 118474
.-""',- - -
F 3
rl,"fl e
= I'x
J:;rh ' ey
N,
g
.-.:E:r:l.iilhl.'m [ 7 |

L INFINITY



Carlage Charge voluaion repod +1 Slaie Mining Cosporgtion Lid,

D. AMOUNT RECOGNISED AS OTHER COMPREHENSIVE INCOME

Mu. o3 |- e -1 31 -Dac - 0030

Actuonal [pain) or lo5 due 1o experiarce

adusimants 376,684 1513

Acteaial [gain} or loss due 1o changesin
financlal asumptions

Achuoricl [gain] or loss due o changes in (17
demogrophic asumphons }

Retum on glan oisels {grecler)] orless than
cliscount rale

Expenses recognized as OCI 376,847 15,131

E. RECOMCILIATION OF CHAWGES IN PRESEMT Y ALUE OF DEFIKED BENERT
DELIGATION

N, 31-Dec-H21 =D - 2]
D30 ot the beginning of period 415,443 181,518
Add: Current service cost 347414 311.74%
Add: Past senvice cost -
Al Intansst Cost - 4,545
Leds: Benefits poid by the plan . “
Less: Banalils paid by ihe employver 1415,443) | 100, 000]

Actuarial [gamm) or lasses due to 394,884

experierce adjugdmant 13,131

Actuaorial {goin) or losses due fo change in
fimancial ssumplicns

Actuaral [gain} or losses cue to change in
demographic asiumplions

DBO of the end of period T45 481 415,443

17 3

F. COMPOIITION OF PLAN AZZET
M. 31-Dec-2031 31-Dec-2020
Bonds (Government/corporate) . .

Gratuity savings/deposit n
Banks/inwrance companies

Equities - -
Total . "

L osaTG [8]
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Comlage Charge valuaiian repor w1 State Mining Codporation Lid

G. RECONCILIATIOMN OF CHANGES IN FAIR VALUE OF FLAN ASSETS
Mu 2l-Dec-221 31 -Dec - 2030
Fair value af the baginning of pedod - -
Contritution paid into the plan - -
Expactad refum on plon assaty - -
Banafils paid from the plan - -

Return on pdan asels greater o [ass] than
decaunt rate

Fair value of the end of period = .

H. BIFORCATION BETWEEN CURRENT & HON-CURRENT LIABILITY

Mu. 31-Dec-2021 31-Dec 2020
Currant Fabiity 551.085 167.245
Mar-currant habilty 195394 248.198
Net Liability T4 481 415443

. EXFECTED BENEFIT PAYMENTS IN FUTURE YEARS

Decambar 31, 2022 ER5.172
Dacambar 31, 2023 444,497
Descamber 31, 2024 474,722
December 31, 2025 447,443
Decermiber 31, 2024 341,934
Decemiper 2027 10 December 2031 1.953,044
Dacember 2032 to December 2041 4,449 790

il

ESTIMATED TERM OF LIARILITY (IN YEART): 9.92

g *
TV [*1



Carfage Charge valualion repod w1

5.2 SENSITIVITY ANALYSES

Slate Minlng Carparafien Lid.

Tre following loble semmarnises the results of sensifivily fests performed on the present valuwe of
the dafined benefll obligofion by vandng the ossumpiion porometers as Eled, The soms
mzdel ond valualion methodoiogy a5 descrioed in 4.4 wos employved for this exercss.

Assumpllien, Faraemeles

Discount role

Employer turnover rate

Defined Bonodl
Scanatio. . oeRgaiion (DB0)
+ 5% TE7 440
Bose rate Fd& 48 |
-05% 754,890
+0.5% TEF FEE
Base rate Ta5.481
=0.5% 724,538
= 10% a5 354
Bose rate Ta5.481
- 0% Tda. 408
= 0.5% T50.297
Base rate Tag.481
-0.5% a3 417

Mat effact of Parcent
DBOD change
(704} -2 E55%
- GDO%
20417 E74%
23308 112%
= D.00%
{21.74%) -254%
(127} O02%
= DO
128 DER
J81s  05%
- .O0%
[4.044) -0.54%

Tre following chart shows o grophicaol represantafion of ihe cbove sersitivity anatysis.

4,007

300

2.00%

1.007

000

<1007

=1.007

-L.00%

=4 07

Discount rate

oy

ey ECATG
ANEINITY
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2487

i+ 0.5%)

&+ 1d%

0.02%
“G02%
204
increase In cost §
of manspariation Mnﬂn:lg;n i
(£ 0.5%) =TEN

STATE MINING CORPORATION LIMITED

L5119

Emglayer
furmoer rate
[+ 0.5%)
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Cormfage Charge valuahan repar w1 State Minimg Corporafion Lid.

6. CERTIFICATION

| carlify that fhe report has bean preporad in occordancs with the provisions of BAS 19.To the
best of my knowledge, | do not hold any interest, direct or indirect with Stofe Mining
Comporation Lig, that would impaoir objeciivity af my work.

| om avoilable o answer ony quedtions or to pravide explanations or furthar detalls with regard
fo the matenal cortained in this regart, Dated 14 Jonuary, 2022, 1Rl varson of 1he report
rulifes all ofher versions, whether sigrned or notl, precading this date,

- 1 ._'-'.--.-

2 | €T 13

e
Tandin Dorji

o

i X S ICONSULTING
Emiall: landm@drikinfiniby.com ";':'; I N F I N |TY
Contact: [275) 1785 8474 | | 7720 5040 e drukinfnify.cam
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Repatriation Allowance valuation Report

§. FINANCIAL EXHIBITS

571 DETAILED FINANCIAL EXHIBITY

e —

A LIARILITY RECOGMISED IM THE ITATEMENT OF FINANCIAL FOSIMON

Nu, I -Dec- 202
Prewenit vobue ol defing Denalit obigahcn Falaed
¥ webges o] DEF et
Furnded 1ol « wrpks/ deficit) [F21 &43)

Effel | ol ol celdng

Net defined beneft aisel; (Fability | (721.443)

B COMPOSITION OF DEFIMNED BENEFT COS

N 31 -Depe - 2021
Expsern secoarisect i proht o o ¥
Expniin reCcTeguied i ot Y38 ERS

COMPPa T iRy (Mo

Defined benefil cosl T30 443

C. EXFEMSE RECOGMWISED /N STATEMENT OF PROFIT OR LD

Mu. JF-Crc 202
Cumrend tarace oot nr 0L
Fiml ey Codt
Lema/{Gar] on 48 Themment
ferey on ORC 18 OF
Lais Imledrss! on Dl ol
Expenmias recognived in profl o loss 22777

ANNUAL REPORT 2021 STATE MINING CORPORATION LIMITED

21 - Do - A0
ITaBIS

Ara B1S)

[3174.815)

31 - Do - 2
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Repabiohen Rllowance valualian report v Stoia Mining Comoration Lid.

D AMOUNT RECOGNISED AL OTHER COMPREHEMSIVE INCSME

Nu. 31-Dec-2021 a-Dec-2020

Actuaral [gain} o loss due to experlence 398,854
edjustments

Actuaral |[gain} or loss due to changes in
fingncizl gssumotions

Actuardal [gain] or loss due to changes in

78.570]

demographic assumphiong 31.31

Retum on plon assels [greater] or less than

GisCount rate -

Expenses recognised as OCI 398 BES (%8.570)

E. RECONCILIATION OF CHANGES IMN PRESENT VALUE OF DEFINED BEMEEFIT
OELIGATIOMN

Nu, 31-Dec-2021 31-Dec-2020
CEC of the beginning of penod 76815 281,654
Add' Curant service cost 307.705 239.478
Add: Post service cost -
Add: Interest cost 15073 19,95
Less: Benefits paid by the plan
Less: Benefits paid by the amployer (3T4.818 (44 &5F)

Actuarial fgaing o loses due ic

owporionca odjustmant .84 {P8.570)
Actuanal [gain| or loises due fo change in

financiod assurnptiors =
Actuaricl (gain] or lossas cdue fo change in 1.3l

damogrophic asumplions B
D8O at the end of period 721,443 i76.818

F. COMPOSTION OF PLAN ASTET

Bonds [Governmentfcomporate)

Srahdlty sevings! depast in
Barks/insuronce companies

Equities =
Tatbal :

-
r TN

2 INFINITY



Fepohiotion Allowance valualion repord vl Stoie Mining Corporafion L.

. RECONCILIATION OF CHANGES IN FAIR VALUE OF FLAN ASSETS

R, J1-Dec-2031 11-Dec-2020
Falr volue at the beginning of period -
Contibution pald Into the plon - -
Expected returm on plan assats - -
Benefits pod from the plan - -

Returm on plan assets greater or |lasg) than
discaurnt rafa

Fair value ot the end of period - -

H. BIFURCATION BETWEEN CURRENT &L NON-CURRENT LIABILITY

Miw, 31 D - 207 3N -Dec- 330
Cument liabiily 40,017 152.514
Mer-cimand (lakiity 181 444 2430
Met Liability 721,663 376,815

I. EXPECTED BEMEFIT PAYMEMNTS IN FUTURE YEARS

December 31, 2022 583,220
December 31, 2023 400,787
Deceamber 31, 5024 AFZ0E5
Dacamber 31, 2025 J65,0058
Dacamibar 31 20024 J19.518
December 2027 to December 2031 1372117
Dacember 2032 fo December 2041 3573512

d ESTIMATED TERM OF LIARILITY [IN YEARS): 9.92

. oMyl
CINFINITY i
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Repatriaion Alowance valuatian repart v1 itate Minlng Corparation Lid
5.2 SENSITIVITY ANALYSES

The fofowing toble summarises the rasults of sensifivity tests perlormed on the present value of
the defned berefit chligotion by vorving the assumption paromaters s Bted. The some
medel and vauation methodology 0s described in 4.4 was employed for this exercise.

Assumplion/PForomaler Scenorio l:l “ ” h{;:g} e DRO = :ﬁ‘;‘:
& OL5% 705,475 [16.187) -2.24%
Discournt rate Bse rois 721,643 = 00%
- 0.5R ARz 17.354 240%
+ 0.5% 741 859 20197 2E0%
Solary growth rate Boie rofe 721,483 - DOTE
=055 TOZ.415 [19.047) -2.44%
+10% 730,443 COsE 0.00%
Muoriality rate Bose rofe 731,463 = DO0E
- 10% 721,443 QOsE 0O0%
+D.5% 724,430 i747 038R
Employer furnaver rate Base rote 721,663 - 000%
-0S% 718,485 (2778 DA%
The following chart shaows a grapnical represntalion of the above sansithvity anolysis,
4.00%
3007
2,40
2007
[005
L.a87
OO OO
o000 y—
—
DA%
.1 DO
I 00%
5
=1.00% 2 b4%,
Dircount rata Ealany growln Mty rata
|+ 0.5%) rate (£ 0.5%) (£ 108
O
= GONEILTND

. i

CINEINITY
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Repohiolion Alewance valeallon fepod w1 Stafe Minlng Corposaiian Lid

4. CERTIFCATION

| certity that the report has been prepared in accordance with the provisions of BAS 17, To tha
best of my knowledge. | do nat hold ony interest, direct or ndirect with State Mining
Carpofation Lid. thot would impar abjectivity of my work,

| am gvailntie to answer ony quesficns or fo provide explonafions or further delails with regad
to the materas confaned in this report. Doted 14 Januany, 2022, this version of 1he report

nudlifies all othar versions, wheather signed or nof, precading this dafe.

Tandin Dorji ang
o&gﬂcnusumus

Actuarkal Consultant

Email; tandin@ drukinfinily.com < I N F ] N ITY

Contoct: (F75) 1785 8494 | | 7720 5040 Attes dnoknfinity.com

-
= ImiLTRG
SINEINITY (1]
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Transfer Grant Valuation Report

5 FINANCIAL EXHIBITS

5.1 DETAILED FIMANCIAL EXHIMTS

A LIARILITY RECOGOMNISED IM THE 3TATEMENT OF MNANTIAL FOMTION

My, 31-Dec-2021 3 -0ec-2020
Presenit volus of gefine Denell! cbigaoiion T3 843 IT6A15
PO v DU S QLT
Fumoes P - huitiul) | el d) [F21 443 [374.815]

Efact of cusl cestng

el delined benafit assel/ (Roblity ) (721.663) (ATea1%)

8 COMFOSITION OF DEFINED BEMEFIT COIER

Nu A1-Dc-2031 WD - 2020
Expérad mcognesed n profil o lon b i 258 423
Eapiprise WS Sosed n offiee Sl - L5
OO el RO Y8 G4l PR
Defined bensfi o F21 8483 15% 453

C IEPENEE RECOGMISED IN STATEMENT OF PRCHT O | O3S

A, 3 1-Dec-2031 1V -Dwc - 2030
Currant sanvice cost 307 705 B 4T
R AR b e e
Losy/([Gan| on saltiement
nieredt an DBO 5003 N
vl el OF DG CIELET

Expaniet recognized in profit or less bk e 248 423




Transfar Grant valualion repord w1 dhate Mining Corporotfion Lid.

D. AMOUNT RECOGMISED AS OTHER COMPREHENSIVE INCOME

N 31-Dae-2020 31 -Dec-2000

Actuanal (gain) or izss due o expeddence
acdjusirments

Actuarial (gain) or loss due to changes in
financial assumptions

Actuanial [goin) or loss due to chonges In

378,854 [#8.570)

dermographic aswmptions 31.31 =
Raturm an plan assats [grealer) ar k8ss than

gdiscount rate 3 5
Expenses recognised as OCI 378, 885 (78.570)

E. RECOMCILIATION OF CHANGES IN PRESEMT VALUE OF DEFINED REMEFIT

DELIGATION
N, - Pec -0 i1-Dec- 2030

DBO ot the beginning of perod 376315 IB1.454
Add: Current senice cost 307705 38478
Ackd: Past senvice ool - -
Addg: Inferast cost 15,003 19,945
Less: Banefils paid by the plan -

Lasst Banafits paid by the amployer [376,815] (44,692
et e e 398,854 (78.570)

Achsarial (gain) oripsses due to change in
financial gssumptions

Achranal (gain) or losses due to changeain
demographic osiumplions

DBO af the end of period 721,663 476815

3131 -

F. COMPOSITION OF PLAN ASSET
Nu, A1 -Dee-2021 31 -Dec-2030
Bonds [Governmeani/conporate) . =

Gratully sovingsdeposit in
barks/inwrancs Somoania

Equities : -
Total . 3

a1 1
gy, RS a8
IMFINITY I8
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G. RECONCILIATION OF CHANGES IN FAIR VALUE OF PLAN ASSETS

M,

Fal valua ot the beginning of period
Contbulicn paid info the plan
Bpected refurnon plan osels
Banefits paid from the plan

Retum on plon assets grealer or [less] than

dizcaurni rata

Fair value ot the end of pariad

31 -Dec-1021

- Dec-2020

H

N
Current iability
Hor-cumant kabdiby

Ne! Liability

31-Dec-2021
40,019
181,844
721,643

11-Dec-2020
152514
224,301
374,815

BIFURCATION BETWEEM CURRENT L NON-CURRENT LIABILITY

EXPECTED BENEFIT PAYMENTS IN FUTURE YEARS

December 31, 2022
December 31, 2023
Dacember 31, 2024
December 31, 2025
December 31, 2024

December 2027 o Decamber 203]
December 2032 o Decambear 2041

1.

L Lo

O IMNFINITY

583.220
400, 7ET
393025
3465008
317518
1.59511%
3.573.512

ESTIMATED TERM OF LIARBILITY [IN YEARS): 992

[#]
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5.2 SENSITIVITY AMALYSES

The following table summarnises the pesulls ol ensifyvity tast perfaemed on the pressn! value of
the dafinad benefit abligotion by vandng the asumption poramebars os listea. Tha sama
model and valuation methodology as descrioed in 4.4 was employed for this exencise.

Defned Aensfi Mat affeei of Percenf

Assumplion/Parameler Scenario Obfligafion (DBO] DRO change
+D5% 705,475 \"&.187] -2.24%
Discount rale Bose rale T21.8463 = DD0%
- 0.5%% ragmr 17354 2,405
+ 0.5% 741 85% 20797 280
Salary growth rale Bose rate 721 483 - 0.00%
-0.5% Fo2414 (19.047) -2.64%
+ 10% 71 .483 405% 0.00%
Mortallty rate 8osa rate 721,863 - D.00%
- 10% T3 483 ons% 0CO%
+0.5% 724,430 Zra7 008%
Employer turnover rate gase rate 721 463 - O.D0%
-0.5% 718,485 {2978 Q4%
The lollowing charf shiaws a graphical representation of the obove senstivity aonoiysis.
4.00%
300% 280%
1407
Joam 2
B
! 0387
L.D0T: C.O0R
0,607 Jo—
W—J
QA1
100
2.00%
2347,
-3.007% -2.54%%
Bismaunt rate Salary growh Martaiity rate ui“gﬂ'::;’;ﬂ
(4 0.5%) rate [+ 0.5%] [+ 10%) [+ 0.5%]
o, DONULTG 0
G INFINITY 18]
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&. CERTIFICATION

| cerity that the report hos been prepared In accordonce with the provisons of BAS 19, To the
baxl of my knowledge, | do rot hold any intarest, direct or indirech witn 3fate Mining

Comparation Lid, that wodld impdir objectivitg of my wark,

| om ovailobie to ongwer any-guestions or fo provide explanatizns ar further detaitewith regard
o the moterics contoined In this reporr. Dated 14 saruory. 2022, this version of the report
riulifees ol other vesions, whesher signed o not, preceding this date,

Tandin Dorji ag
Actuarial Consuhant t&i&ﬂﬂﬂ”sum NG
CINFINITY

Contact: [PF5] 1785 8494 | | 7720 5040 hittgis:/fdrukinfinity.com

Email: tandin®dnakinfiniby.com

P F.F-.l.

b
% owmim (171

L INFINITY
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Moie b : Falr valuwe measprerenic
(Al anprunts [nSNu , anbess clherw ise stabed]

Financizl iestruments by categary

J-Dec-21 3-Dec-20 1=]an=20

e FY I F‘n:.'l'l'.' j'm::j.w FYFL F'l.-:f}l[‘ ﬂrn;r:!md EVIPL F'.:JC Amprtiaemd cnsd
Fraemrvar | irsmefs

Sorurity Dopaoaii s : % 2
Envviroraiesnd Rosbosation Bond - 2120014 ] W 3458.890 - - 1119102
iy Calfitos Dasfeelis . - U S s 5 = 431, R 3 438435, M9
Sind ey Debitars Infermaticanal 2 - [58:5683.271)
Seoarity Tepesbi Pliced = = | P 81 ) B = = | 4037R - = 1128 4ER
Cithar Baratvable - = - + = o

|.-H1Fl|.|ii A for melund - = = - - .

Cash and Cash Foparvalents 1338, 07 Hil = B2 RO - - 1685

wlal financial as=cts - . L N L - - SN 0T | - - 48r TS 118

Femrmena | Mabalitios

Security Deposis . : M3 = - [0 2 47 - ¥ R e BT
Frmplovee Favahles - - L3e 851 - - TITAT - - IR, T
Retention Money 152415 b & - 151,548
Sundrr Urenlibors - Donestic . - I3 . . WA | - - 13575256
Termn Loan fram Finana| Instiutations . . | A 5ud s = 0 AR = - L, 88D, (M2
nder inmplm‘ Bareowing = &L - ), D00, DN

Stake 'L'|'rr|.|\u: = H -
[Caher navabla - - 5 ; . % . - -
Total financiallisbilities - - dse08%2 | - E 3aiM5532 | - - 40,897,148
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(Al amounts in Mo |, unless otherwise skated)|
(i} Fair value hierarchy

This sechion explains the udgements and estmates made in determining the fair values of the
financial instruments that are (a) recognised and messured al fair value and (b) mwasured at
amoriised cost and for which fair values-are disclosed in the finarcial statements, To provide an
indicabion about the reliahility of the inputs used in determining fair valoe, the Company has
classified its BEnancial instroments into the thee levels presceibed under U accounting standard

Level 1: Level 1 hierarchy includes financial instruments measured using guoted prices
Leval 2 The Fair value of fnancial msbroments Bal are pol Braded v an active market s detarmined
using valuation techniques which maximige the us of obrervable market data and relv as little as

possible on entity-specific estimates. If all significant inputs required to fair valoe an instrument are
observable; the instrument is included in level 2

Level 3: If one or more of the sienificant nputs {5 not based on observable market dats, the
instrment is included in level 3

{it) Valuation technique used to determine Fair valae

Specific valuation techniques used to value financial instruments include
» the fair value of the financial instruments is determined using discounted cash flow analvsis,

(iii) Fair value of financial assets and Habilities measzured at amaortised cost

Fl-Lreg-21 H-Dec-20
Particulars Carrying AT Carrying o
£ it Fair value s Fair valons
Financial assets
Environment Rastoration Bond 21,260,154 | 21260154 13438801 | 13438891
Total financial assets 21,260,154 | 21260154 134355391 | 135438.891

The carrying amounts of remaining linancial assels and liabilities are considered to be the same as
thetr fatr values, due to their short-term nature.

The Fairr values for financial imstruments were calculated hased on cash flows disconnted wsing
currént borrowing rate . They are classilied as level 3 lair values in the fair valoe hisrarchy due to the
incluston of unobservable inputs including counterparty credit risk.

Significant estimates

The fair value of linsndal bstruments that are nol aded nan actve matket s delermined using
vialuation techniques. The Company uses 15 judgament to select a variety of methods and make
assumptions that are mainly based on market conditions existing at the end of each reporting pericd.
For details of the key assumptioms used and the impack of changes to these assumphons see (i)
above,
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Saate Mining Corporabion Limiled

RATIO AMALYSIS

Eahikir- |

" Particulars Dieriyv ation of Ratios T -Thee-31 | F0-Dhoc-20 "'":!j:]""_"
I |Easmbog Fer Sl Pttt At Tax /Doy of Shames Fnied LERI LY 12580 | 73056,
2 Mot Priodit Ration Ml Poodat ) T ernowver® 100 gl 31459 2145
3 |Return on Asset Nt Profil) Toskal Asser*100 LT Ll | BETTR
4 |[Foturn on Egaity (ROE) Mt Pronfiit Omwenees, Equdie*ain At 77| g31E%
3 [Cwbioes Turnenver Ratin sales S Average [ibtors 1267 s I I T
e |[Ceremk Batm frnmrernt Asesrts f Coreent | Exhilines 14T 1.74 s

T |Sukck Bain Ciarrent Asse-Tovenmery | Carrent 1 skl T30 131 | qa.psr
£ ﬁ:m oot o Il!%u-'ukn' debarsi66), Siks 24 15| g,

Alfs. Dwchab & associates e Lid  For State Mining Carposation Limiged

Chariered Accounianis

L

; a’

[ashn Ka erer Raydi
Chairman

fe

Mace

Date /L?ﬂl:e*_ Dt ,..';ﬁ 19077
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CHECH LIST FOR COMPLIANCE OF FROVISION OF THE COMPANIES ACT OF
BHUTAN, 2016

| NAME OF THE COMPANY: State Mining Corparation Limited
REGISTERED NG U20141231TH10458
| COMPLIANCE CHECKLIST
No. | Ss PARTICULARS YES | NO | NA | REMARKS
INCORPORATION OF & COMPANY B SECURITIES
i 28 | Changes ta Articles! Approval | &
i a7 Change of namaf Apprawal B
i 123 | Increase or consobdataon of share copital i
4 124 | Redection of share capital
5 2 Liceree Copy and share Cartificans fifing 7|
B 107 | Public offer of shiaras & Debantores-A00 i 5l
fpproval L
MANAGEMENT & ADMINISTRATION
7 217 | Regstered Cffice of Compary
(Address and Cantact Number)
] 221 | Publication of name by compary
(Letter Head, Seals and S Board)
g Tl Franciz] Year of Companies as of 31" Dec. E
241 | Extersion upto 15 months —ROC approval E
P L Exterdan yp to 18 months — Authariny | E
approval
245 | Fimancial Sratermens 1o follow Gas
16 | 267 | Anasial ReiumnSubmisskon (Omy before 31 May
for lsted: othery 31° iy
11 | 177 | Anmaal General Mesting {Bdimunes | = =
1d 180 | BExrraprdisary General Mesting [Mirites) k1
13 | 185 | Motiefor calling general meeting =
187 | Usted Co.— written &5 well & in redia B
Public Cn/Privaie Do, — Written nobce 5l
14 | 190 | Charmanof anlEtlrg_ICE':J cah nit char) CECH i rol & Chilr
15 | 197 [ Aepresentaton of corposathons at meetings i)
(appointed by Board Directors)
16 | 183 | Ordinany and spacial resclutions {Minutes) ﬁ —):—
17 | 185 | Mingtes of Annual General Meeting and Boarg M
Beetings {maintamed 55,185 ~ 198]
12 | 189 | Declaration and payment of divedend {199 = 209 | B | 109% of pad up caprtal
| dechareid & dividend
13 | 23: | Books of account to be kept by the company = | Baoks of accounts
(location & trme period) | maintasheq ar regisisres
| affice
20 | 250 | Boards report [sgned by Chalrmian) i | e R
21 | 232 | Appoirtrentand removal of Asditors Bl A Apbointsd by the s on
Maad ta re-appoint annually (291 = 249} o Bn gl bann
22 | 280 | Resignetion of Auditors from office (aninual /ML =
Aesipnation) %y ‘r"#r: )
y o | | _'
A Fidk
! ',. | ¥
%, e 2/
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23 | 266 | Ausditing standands (Awdd using Auditmg =
Standards issued by AASEH)
24 | 133 | Number of Directors = 7 Derectors on the Board of
{Mimirnurm MO, & retitament on retaten | S
MNo: | 55 PARTICLULARS YES | NO [ NA | REMARKS
25 | 139 [ Additional dirsctors )
26 | 140 | Congent [n-act 35 directors
|23 141 | Certain persons not tn be appointed as Direclors | =
28 | 142 | Resgnation bya dirsctor
29 | 143 | Remaval of directors [5)
361 | 346 | Aoard meatings {4 Mestings for Fublic Cos & 2 %
Meetings for Pt)
31 | 152 | General powers of the Board =
33 | 158 | Bestrictions an powess of Board 7
i3 | 210 | Appontment of Chisf Eseciitie Officer (e G years | B
terms & F ronsecutive tarms cnhy)
34 | dla | Apoowiment of sellicg or buying agents [gowt &
Aporawal ebtaimed or nat)
35 157 Mo Ioans bo directors {anby far Plablic Ca) ﬁ
6. |53 fniar — cor porats mvestmants | irnEstnanis o bs i
dlr.'_h:l:nd;l :I_F|:|:|||.l old rule
37 | 158 | Contracts in which Direchors are mtdreskion | Cirectors have no inbares:
in tha contracts antored by
COMpany,
38 |23 | Company SEcretary Feaured in &l Pubiic Companies E
39 | 181 | Stonsiard of cara raquired by directors
{Reckisss decision|
STATUTORY RECOAD AMD INSPECTIDN
40 [ 228 | Stetubory record and inspaction
al Registor of buy —hack of sharas
bl Regiber of tranafers
£} Register of charges &
d| Ae=givter of inter —corparate leans [
2| Register of inter - corporats investments E
f] Hegistat af contracts in which directors arg =
| interested
| B | Rapister of diractors B
| hil Aegistes of direciors’ sharéholding &1

For Dechok & Associates Pyt Lid,
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STATE MINING CORPORATION LIMITED

MANAGEMENT REPORT FOR FINANCIAL YEAR 2021

1. Write off of stocks worth Mo, 11 (#4,523 55 (2,1.2)

Review of the financial statements together with the physical verifcation report
revealed shortages/ dilferences between the book quantily and actual quantity at the
respective stockyards. The value of the differences amountng to Nu, 11,094.523.58
were written off in the financial stabements through adjustment with the change in
iwventory value of opentng and closing stocks,

While we reviewed the management approval to write off these differences, we
request the management to obtain the endorsement of these management decision
from the Board of SMCL,

Management’s Response:

The Bourd fas endorsed Whe autherity to the management lo write-off the stock if it is witiin e
reaschable limtit. Hewoever, did not ficed B permissible ceiling repieming the risk of misuse of
miaberials if rights of write-off being pre-esiablished. Therefore, it was directed to the management to
assess the write-off of stock with highes! diligence and accordingly consider the decision whether to
act within the management level or if to pud wp fo the Boand if it demands Board's emdorsement.
Hirewoer, management will wvail approoal from SMCL Board and subwmit fo the audit feam.

Auditor's Further Comments:

Stock losses writien off duning the year by the marggement may be submibted to the Board for
endorserment and subsequently submitied to RAA for further reeio and coments.

Whe is Accountalble?
Drirect Accountability: Ugyen Phuoishe, Executivg Engineer, CID 11516001210

Supervisory Aceowntability: Sengay Tehivrg, GM Project and Mines, C1D 11508004107
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STATE MINING CORPORATION LIMITED
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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



GURUNG BASTI, SAMTSE
P.BOX NO. 320

TEL: (+975)-05-365885

EMAIL ID: smcl@smcl.bt
www.smcl.bt
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