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Auditors' Report to the Members

We have audited the annexed Balance Sheet of NBP Exchange Company Limited (“the
Company”) as at December 31, 2013 and the related statement of comprehensive income, cash
flow statement and statement of changes in equity together with the notes forming part thereof,
for the year then ended and we state that 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.

It is the responsibility of the Company’s management to establish and maintain a system of
internal control and prepare and present the above said statements in conformity with the
approved accounting standards and the requirements of the Companies Ordinance, 1984. Our
responsibility is to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan.
These standards require that we plan and perform the audit to obtain reasonable assurance about
whether the above said statements are free of any material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the above said
statements. An audit also includes assessing the accounting policies and significant estimates
made by the management, as well as, evaluating the overall presentation of the above said

statements. We believe that our audit provides a reasonable basis for our opinion and after due
verification, we report that:

a)  inour opinion, proper books of account have been kept by the Company as required by the
Companies Ordinance, 1984;

b)  in our opinion:

i) the balance sheet and profit and loss account together with the notes thereon have
been drawn up in conformity with the Companies Ordinance, 1984, and are in
agreement with the books of account and further are in accordance with the
accounting policies consistently applied;

ii)  the expenditure incurred during the year was for the purpose of the Company's
business; and

iii) the business conducted, investments made and the expenditure incurred during the
year were in accordance with the objects of the Company;

¢)  in our opinion and to the best of our information and according to the explanations given
to us, the balance sheet, statement of comprehensive income, cash flow statement and
statement of changes in equity together with the notes forming part thereof conform with
approved accounting standards as applicable in Pakistan, and, give the information
required by the Companies Ordinance, 1984, in the manner so required and respectively
give a true and fair view of the state of the Company's affairs as at December 3 1,2013 and
of the profit, its cash flows and changes in equity for the year then ended; and

KPMG Taseer Hadi & Co., a Partnership firm registered in Pakistan
and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative

("KPMG International"), a Swiss entity.
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d)  in our opinion, no zakat was deductible at source under the Zakat and Ushr Ordinance,
1980, (XVIII of 1980).

. QM(,‘ ¢¢w M‘ ‘\L';

Date: 31 March 2014 KPMG Taseer Hadi & Co.

Chartered Accountants
Karachi Syed Iftikhar Anjum



NBP Exchange Company Limited

Balance Sheet
As at December 31, 2013

NON-CURRENT ASSETS
Property and equipment
Intangible assets

Long term deposits

CURRENT ASSETS

Investments

Trade debts

Prepayments and other receivables
Foreign currencies - held for trading
Cash and bank balances

TOTAL ASSETS

SHARE CAPITAL AND RESERVES

Share capital

Reserve for issue of bonus shares

Unappropriated profit

Unrealized gain on re-measurement of
available-for-sale investments

NON-CURRENT LIABILITIES
Subordinated loan - unsecured
Deferred tax liability

CURRENT LIABILITIES
Current portion of subordinated loan
Trade and other payables

Provision for taxation - net of advance tax
TOTAL EQUITY AND LIABILIIIES

The annék&d notes 1 to 30 form an integral part of these financial statements.
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18,878,120 12,674,146
70,000 115,000
2,329,400 1,929,400
21,277,520 14,718,546
293,133,889 371,169,652
90,639,987 21,906,103
12,302,093 9,476,347
79,355,794 202,780,793
270,388,951 166,552,638
745,820,714 771,885,533
767,098,234 786.604,079
556,875,000 405,000,000
- 151,875,000
132,885,974 37,301,151
1,637,739 40,090,634
691,398,713 634,266,785
; 38,112,242
1,553,183 130,911
1,553,183 38,243,153
48,247,916 100,000,000
17,202,866 8,871,329
8,695,556 5,222,812
74,146,338 114,004,141

767,098.234 786,604,079
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NBP Exchange Company Limited

Statement of Comprehensive Income
For the year ended December 31, 2013

Income earned on dealing in foreign currencies
Commission income
Mark-up / interest income

Other income

Operating and other expenses

Finance cost

Profit before taxation
Taxation

Profit for the year

Other comprehensive income

Items that are or may be reclassified to income statement:

Gain on available-for-sale investments reclassified to income

statement during the year

Unrealized gain on re-measurement of available-for-sale

investments

Deferred tax on re-measurement of availablz-for-sale

investments

Total comprehensive income for the year

The annexed notes 1 to 30 form an integral part of these financial statements.
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Note
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2013 2012
--------——-(Rupees)-----------
109,615,551 82,031,150
47,846,958 37,030,303
24,641,104 24,675,930
47,673,600 4,265,763
229,777,213 148,003,146
81,657,353 59,086,007
17,256,553 23,069,865
(98,913,906) (83,055,962)
130,863,307 64,947,184
(35,278,484) (26,014,819)
95,584,823 38,932.365
(40,090,634) (3,724,230)
2,519,599 21,597,740
(881,860) ;
1,637,739 21,597,740
57,131,928 56.805.875




NBP Exchange Company Limited
Cash Flow Statement
For the year ended December 31, 2013

Note 2013 2012
-----------(Rupees)-----=-----

Cash flow from operating activities
Profit before taxation 130,863,307 64,947,184
Adjustments for:
- Depreciation 3,040,530 2,627,037
- Amortisation 45,000 145,000
- Loss on fixed assets written off 138,628 1,125
- Finance cost 17,256,553 23,069,865
- Mark-up / interest income (10,847,744) (24,675,930)

9,632,967 1,167,097
Operating cash flows before movements in working capital 140,496,274 66,114,281

(Increase) / decrease in trade debts

’ (68,733,884) 859,080
(Increase) in prepayments and other receivables (1,767,747) (2,279,548)
Increase in trade and other payables 8,331,537 2,156,379
Cash generated from operations 78,326,180 66,850,192
Finance cost paid (7,120,879) (4,764,707)
Income taxes paid (31,265,328) (23,466,857)
Net cash flows from operating activities 39,939,973 38,618,628
Cash flow from investing activities
Purchase of property and equipment (9,446,351) (4,745,264)
Proceeds from sale of property and equipment 63,219 =
Long term deposits (400,000) (850,000)
Mark-up / interest income received 9,789,745 26,003,894
Net investment in available-for-sale securities 26,968,784 18,869,981
Net investment in held-to-maturity securities 13,495,944 66,016,471
Net cash flows from investing activities 40,471,341 105,295,082
Cash flow from financing activities
Repayment of subordinated loan (100,000,000) (100,000,000)
Net cash used in financing activities (100,000,000) (100,000,000)
Net increase in cash and cash equivalents (19,588,686) 43,913,710
Cash and cash equivalents at beginning of the year ' 369,333,431 325,419,721
Cash and cash equivalents at end of the year 24 349,744,745 369,333,431
The annexed notes 1 to 30 form an integral part of these financial statements.
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NBP Exchange Company Limited

Statement of Changes in Equity
For the year ended December 31, 2013

Balance as at January 1, 2012

Total comprehensive income for the year

Profit for the year ended December 31, 2012

Other comprehensive income

Gain on available-for-sale investments
reclassified to income statement during

the year

Unrealized gain on re-measurement of
available-for-sale investments

Issue of bonus shares

Reserve for issue of bonus shares

Balance as at December 31, 2012

Total comprehensive income for the year

Profit for the year ended December 31, 2013

Other comprehensive income

Gain on available-for-sale investments
reclassified to income statement during
the year

Unrealized gain on re-measurement of
available-for-sale investments - net of tax

Issue of bonus shares

Balance as at December 31, 2013

Share Reserve for Unappropriated Unrealized gain on Total
capital issue of bonus profit re-measurement of
shares available-for-sale
investments
(Rupees)
300,000,000 - 255,243,786 22,217,124 577,460,910
- - 38,932,365 - 38,932,365
- - - (3,724,230) (3,724,230)
- - N - 21,597,740 21,597,740
- - 38,932,365 17,873,510 56,805,875
105,000,000 - (105,000,000) - -
- 151,875,000 (151,875,000) - -
405,000,000 151,875,000 37,301,151 40,090,634 634,266,785
- - 95,584,823 - 95,584,823
- - - (40,090,634) (40,090,634)
% = - 1,637,739 1,637,739
- - 95,584,823 (38,452,895) 57,131,928
151,875,000 (151,875,000) - - -
556,875,000 - 132,885,974 1,637,739 691,398,713

The annexed notes 1 to 30 form an integral part of these financial statements.
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NBP Exchange Company Limited

Notes to the Financial Statements

For the year ended December 31, 2013

1.

2.1

2.2

2.3

LEGAL STATUS AND NATURE OF BUSINESS

NBP Exchange Company Limited (the Company) was incorporated on September 24, 2002 as an
unlisted public limited company under the Companies Ordinance, 1984. The Company obtained license
for commencement of operations from the State Bank of Pakistan (SBP) on November 25, 2002 and
commencement of business certificate on December 26, 2003 from the Securities and Exchange
Commission of Pakistan (SECP). The Company was formed under the Foreign Exchange Regulation
Act, 1947, as amended by SBP through F.E. Circular No. 9 dated July 30, 2002. The registered office of
the Company is situated at Shaheen Complex, M.R. Kiyani Road, Karachi and the Company has 16
branches (2012: 13) across the country. The Company is engaged in the business of sale and purchase of
foreign currency. The Company started the operations for the payment of inward remittances received
through Western Union from May 11, 2009 from all its existing branches. The Company has also started

the operations for the payment of outward remittances through Western Union from August 1, 2012
from all its existing branches.

- *
The Company is a wholly owned subsidiary of National Bank of Pakistan (Holding Company).

BASIS OF PRESENTATION

Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as
applicable in Pakistan. Approved accounting standards comprise of such International Financial
Reporting Standards issued by the International Accounting Standards Board as are notified under the
Companies Ordinance, 1984, provisions of and directives issued under the Companies Ordinance, 1984.

In case requirements differ, the provisions of or directives issued under the Companies Ordinance, 1984
shall prevail.

Basis of measurement

These financial statements have been prepared under the historical cost convention except that certain
investments are measured at fair value in accordance with IAS 39,

These financial statements are presented in Pakistan Rupees, which is the Company's functional and
presentation currency.

New disclosures

Fourth Schedule to the Companies Ordinance, 1984 sets out additional disclosures relating to provident

fund's details and number of employces of the Company. The Company introduced provident fund
during the year.
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2.4

Standards, interpretations and amendments to approved accounting standards,
that are not yet effective ’

The following standards, amendments and interpretations of approved accounting standards will be
effective for accounting periods beginning on or after January 1, 2014:

IFRIC 21- Levies ‘an Interpretation on the accounting for levies imposed by governments’
(effective for annual periods beginning on or after January 1, 2014). IFRIC 21 is an interpretation of
[AS 37 Provisions, Contingent Liabilities and Contingent Assets. IAS 37 sets out criteria for the
recognition of a liability, one of which is the requirement for the entity to have a present obligation
as a result of a past event (known as an obligating event). The interpretation clarifies that the

obligating event that gives rise to a liability to pay a levy is the activity described in the relevant
legislation that triggers the payment of the levy.

Offsetting Financial Assets and Financial Liabilities (Amendments to IAS 32) — (effective for
annual periods beginning on or after January 1, 2014). The amendments address inconsistencies in
current practice when applying the offsetting criteria in IAS 32 Financial Instruments: Presentation.
The amendments clarify the meaning of ‘currently has a legally enforceable right of set-off’; and
that some gross settlement systems may be considered equ}valent to net settlement.

Amendment to IAS 36 “Impairment of Assets” Recoverable Amount Disclosures for Non-Financial
Assets (effective for annual periods beginning on or after January 1, 2014). These narrowsscope
amendments to [AS 36 Impairment of Assets address the disclosure of information about the
recoverable amount of impaired assets if that amount is based on fair value less costs of disposal.

Amendments to IAS 39 “Financial Instruments: Recognition and Measurement” Continuing hedge
accounting after derivative novations (effective for annual periods beginning on or after January 1,
2014). The amendments add a limited exception to IAS 39, to provide relief from discontinuing an

existing hedging relationship when a novation that was not contemplated in the original hedging
documentation meets specific criteria.

Amendments to IAS 19 “Employee Benefits” Employee contributions — a practical approach
(effective for annual periods beginning on or after July 1, 2014). The practical expedient addresses
an issue that arose when amendments were made in 2011 to the previous pension accounting
requirements. The amendments introduce a relief that will reduce the complexity and burden of
accounting for certain contributions from employees or third parties. The amendments are relevant

only to defined benefit plans that involve contributions from employees or third parties meeting
certain criteria.

Amendments to IAS 27 “Consolidated and Separate Financial Statements” — consolidation relief for
investments funds (effective for annual periods beginning on or after January 1, 2014). A qualifying
investment entity is required to account for investments in controlled entities - as well as
investments in associates and joint ventures - at fair value through profit or loss (FVTPL); the only
exception would be subsidiaries that are considered an extension of the investment entity's investing

activities. The consolidation exception is mandatory - not optional.
WA




Annual Improvements 2010-2012 and 2011-2013 cycles (most amendments will apply prospectively

for annual period beginning on or after July 1, 2014). The new cycle of 1mprovements contain
amendments to the following standards:

IFRS 2 “Share-based Payment’. IFRS 2 has been amended to clarify the definition of ‘vesting
condition’ by separately defining ‘performance condition’ and ‘service condition’. The
amendment also clarifies both: how to distinguish between a market condition and a non-market

performance condition and the basis on which a performance condition can be differentiated
from a vesting condition.

IFRS 3 ‘Business Combinations’. These amendments clarify the classification and measurement
of contingent consideration in a business combination. Further IFRS 3 has also been amended to
clarify that the standard does not apply to the accounting for the formation of all types of joint

arrangements including joint operations in the financial statements of the joint arrangement
themselves.

- IFRS 8 ‘Operating Segments’ has been amended to explicitly require the disclosure of
Jjudgments made by management in applying the aggregation criteria. In addition this amendment
clarifies that a reconciliation of the total of the reportable segment’s assets to the entity assets is
required only if this information is regularly provideq to the entity’s chief operating decision
maker. This change aligns the disclosure requirements with those for segment liabilities.

Amendments to 1AS 16’Property, plant and equipment’ and IAS 38 ‘Intangible Assets.. The
amendments clarify the requirements of the revaluation model in IAS 16 and IAS 38,
recognizing that the restatement of accumulated depreciation (amortization) is not always
proportionate to the change in the gross carrying amount of the asset.

-~ IAS 24 ‘Related Party Disclosure’. The definition of related party is extended to include a

management entity that provides key management personnel services to the reporting entity,
either directly or through a group entity.

- IAS 40 ‘Investment Property’. IAS 40 has been amended to clarify that an entity should: assess
whether an acquired property is an investment property under IAS 40 and perform a separate

assessment under IFRS 3 to determine whether the acquisition of the investment property
constitutes a business combination.

The above interpretation and amendments would have no impact on the financial statements of the
Company.

Critical accounting estimates and judgments

The preparation of financial’statements in conformity with approved accounting standards as applicable
in Pakistan requires management to make judgments, estimates and assumptions that affect the
application of policies and reported amounts of assets and liabilities, income and expenses.

The estimates and associated assumptions are based on historical experience and various other factors
that are believed to be reasonable under the circumstances, the results of which form the basis of making
the judgements about carrying values of assets and liabilities that are not readily apparent from other
sources. Actual results may differ fromn these estimates. The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period in which
the estimate is revised if the revision affects only that period or in the period of the revision and future

periods if the revision affects both current and future periods.
KM






