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\We have audited the annexed balance sheet of NBP Exchange Company Limited (the
Company) as at December 31, 2017 and the related profit and loss account and statement of
other comprehensive income, cash flow statement and statement of changes in equity
together with the notes forming part thereof (here-in-after referred to as the “financial
statements’), 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 audir.

It 1s the responsibility of the Company’s management to establish and maintain a system of
ternal 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 thar we plan and [!Erl—ﬂrrn the andit 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 audir also includes assessing the accounting policies and significant
esiimates made by 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:

(1) in our opinion, proper books of accounts 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 are further in accordance with
accounting policies consistently applied,

(11) the expenditure incurred during the year was for the purpose of the Company’s
business; and

() the business conducted, investments made and the expenditure incurred during
the year were in accordance with the objects of the Company;
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n our opinion and to the best of our information and according to the explanations
given to us, the balance sheet, profit and loss account and statement of other
comprehensive income, cash flows statement and  statement of changes in equity
together with the notes forming patt 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 Compnny"s affairs as at December M, 2017 and of the
profit, its comprehensive income, its cash flows and changes in equity for the year then
ended; and

In our opinion, no zakat was deductible at source under the Zakat and Ushr Ordinance,

1980 (XVIII of 1980).
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NBP Exchange Company Limited
Balance Sheet
As at December 31, 2017

2017 2016

[ f T 7 —— (Rupees)----=m=nn- -
ASSETS
NONMN-CURRENT ASSETS
Property and equipment 4 11,307,756 18,902,270
Intangible assets 5 512,313 720,933
Long term deposits ] 2,855,158 3,196,157
Deferred tax asset 7 60,634 =
Total non-current assets 14,735,861 22,819 360
CURRENT ASSETS
Investments 8 148,245,728 146,558,911
Trade debrts 9 155,924,537 116,478,985
Prepayment and other receivable 10 14,387,507 9,176,620
Accrued mark-up 3,538,146 4449 872
Advance tax refundable-net 11 82,483,415 56,211,607
Cash and bank balances 12 457,649,917 480,894,037
Tortal current assets 862,229,250 813,770,032
TOTAL ASSETS 876,965,111 __ 836,580,392
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Issued, subscribed and paid up share capital 13.2 556,875,000 556,875,000
Unappropriated profit 307,744,499 255 692 747
Total shareholder's equity 864,619,499 812,567,747
NON-CURRENT LIABILITIES
Deferred tax liability 7 - 509 987
Long term deposit 14 10,521,250 10,288 500
Total non-current liabilities 10,521,250 10,798 487
CURRENT LIABILITIES
Trade and other payables 15 1,824,362 13,223,158
TOTAL EQUITY AND LIABILITIES 876,965,111 836,589,392
CONTINGENCIES AND COMMITMENTS 16

The annexed notes from 1 to 32 form an integral part of these financial statements.

Mg

Chief Executive Officer




NBP Exchange Company Limited

Profit and Loss Account and Statement of Other Comprehensive Income

For the year ended December 31, 2017

2017 20106

Note —mmmmammaa -(Rupees)-----enun
Revenue
- Income from exchange operation 17 150,408,692 128,414,954
- Fee income 18 29,375,866 31,900,286

179,784,558 161,315,240
Mark up/ interest income 19 16,553,214 15,661,704
Administrative expenses 20 {124,?';59,344} (122,910,363)
f

Other (loss)/ income 21 (1,061,514) 9,850,657
Profit before taxation 71,016,914 62,917,238
Taxation 22 (18,965,162) (18,136,501)
Profit for the vear 52,051,752 44,780,737
Other comprehensive income
lrtems to be reclassified ro profit or loss account in
subsequent periods
Unrealized grin on re-measurement of available-for-sale
Invesmments 2 i
Dieferred tax on re-measurement of available-for-sale
Investments _
Gam on available-for-sale invesiments reclassified to profit
and loss account - (2,642,940)
fiems not to be reclassified ro profit or loss account in
subsequent periods - -
Total comprehensive income for the year 52,051,752 42,137,791

The annexed notes from 1 ta 32 form an integral part of these financial statements. (0y;

(v

Chief Executive Officer
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NBF Exchange Company Limited
Cash Flow Statement
For the yeat ended December 31, 2017

Cash flow from operating activities
Profit before taxation

Adustments forz

- depreciation

- amaortization

- loss on written off on property and equipment

- loss/ (gain) on disposal of property and equipment
- amornzanon of discount on market treasury bills

- SAVHIES ACCOUNTS

- capital gain on sale of investments

Operating cash flows before working capital changes

Working Capital changes

Increase in trade debis

Increase in prepayments and other recervables
(Decrease) /increase i trade and other payables
Cash generated from/ (used in) operations
Changes in long term deposits

Income raxes paid

Net cash flows used in operating activities

Cash flow from investing activities

Purchase nflrlﬁp:rr}' and equipment

Purchase of i atangible assets

Proceeds from sale of property and equipment
Mark-up / interest income recerved

Mer mvestment in available-for-sale securities

Net investment in held-to-maturity securities

Net cash flows generated from investing activities

Cash flow from financing activities

Net (decreasc)/increase in cash and cash equivalents
Cash and cash equivalents ar bepinning of the year
Cash and cash equivalents at end of the year

The annexed notes from 1 t9 32 form an integral part of these financial statements. €7 /e

;; irector -
-~
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Chiel Executive Officer

MNote

20
21
149
19

21

11

2017 2016
----------- (Rupees)---mmmmme--
71,016,914 62,917,238
3,068,043 3,904,105
208,620 199,429
1,761,697 -
1,203,831 (498,917)
(8,070,147) (8,841,292)
(8,483,067) (6,820,412)
- (8,974,560)
(10,311,023) (21,031,647)
60,705,891 41,885,591
(39,445,552) (106,262,973)
(5,210,887) (282,009)
(11,166,046) 3,802,053
4,883,406 (60,857 338)
340,999 -
(45,807,591) (47,561,188)
(40,583,186) (108,418,526)
(2,286,462) (1,296,382)
- {7T8,800)
3,847,405 793,996
9,394,793 4,846,868
- 166,700,391
6,383,330 9,142,361
17,339,066 180,108,434
(23,244,120) 71,689,008
480,894,037 409,204,129
457,649,917 480,894,037

ol




NBP Exchange Company Limited
Notes to the Financial Statements
For the year ended December 31, 2017

b)

d)

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 judgments about carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates. The estimates and
underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized 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 furure periods,

Property and equipment

The Company’s management determines the estimated useful lives and related depreciation charge
for its property and equipment. The Company also reviews the value of the assets for possible
impairment on an annual basis. Any change in the estimates in future years might affect the carrying
amounts of the respective items of property and equipment with a corresponding effect on the
deprediation charge and impairment.

Intanribles

The Company’s management determines the estimated useful lives and related amortization charge
for its intangibles. The Company also reviews the value of the intangibles for possible impairment
on an annual basis. Any change in the estimates in future years might affect the carrying amounts of
the respective items of intangibles with a corresponding effect on the amortization charge and
impai ment.

Trade debts

The Company reviews its doubtful debts at each reporting date to assess whether provision should
be recorded in the profit and loss account. In particular, judgment by management is required in the
estimates of the amount and timing of future cash flows when determining the level of provision
required. Such estimates are based on assumptions about number of factors and acmal results may
differ, resulung in future changes to the provision.

Income tax

In making the estimates for income taxes currently payable by the Company, the management
considers the current income tax law and the decisions of appellate anthorities on certain issues in
the past. In making the provision for deferred tax, estimates of the Company's future taxable profits
are taken into account.

Contingencies

The assessment of contingencies inherently involves the exercise of significant judgment as the
outcome of the furure events cannot be predicted with certainty. The Company, based on the
availability of the latest information, estimates the value of contingent assets and liabilities which
may differ on the oceurrence / non occurrence of the uncerrain furure events with respect to
evaluation based on element of issue involved and opinion of the legal counsel.



NBP Exchange Company Limited
MNotes to the Financial Statements
For the year ended December 31, 2017

L.

21

2.2

2.3

24

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
Exchaage 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 a head office and 15 branches (2016: 18 branches) across the country. The
Company operates as a exchange company and provide money exchange service, managing inward
and outward remittances through Western Union and outward remittances through National Bank
of Pakistan.

The Company is a wholly owned subsidiary of National Bank of Pakistan (the Holding Company).
BASIS OF PRESEMNTATION
Statement of compliance

The Companies Ordinance, 1984 was repealed by enactment of the Companies Act, 2017 (the Act)
on May 30, 2017. However, as allowed by Securities & Exchange Commission of Pakistan (the
Comnussion) vide its Circular No. 23 of 2017 dated October 4, 2017, companies whose financial
year closes on or before December 31, 2017 shall prepare their financial statements in accordance
with the provisions of the repealed Companies Ordinance, 1984. In continuation to the above
mentioned Circular, the Commission in view of the difficulties faced by the companies to comply
with the provisions of the Act has advised vide Cireular No. 23/2017 dated October 04, 2017 that
the companies whose financial year closes on or before December 31, 2017 shall prepare their
financial statements in accordance with the provisions of the repealed Companies Ordinance, 1984,
Therelore, these financials statements for the year ended December 31, 2017 have been prepared in
accordance with the requirements of the International Financial Reporting Standards and provisions
of and directives issued under the Companies Ordinance, 1984, In case the requirements differ, the
provisions of and directives issued under the Companies Ordinance, 1984 shall prevail.

Basis of measurement

These financial statements have been prepared under the historical cost convention except
investments are measured at amortized cost in accordance with TAS 39,

Funciional and presentation cutrency

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

Critical accounting estimates and judgmenis

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



NBP Exchange Company Limited
Notes to the Financial Statements
For the year ended December 31, 2017

2.5
2.51

13
(51}
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2.5.4

Standards, Amendments and Interpretations to Approved Accounting Standards

Standards, amendments and interpretations to the published standards that are relevant to
the Company and adopted in the current year,

The Company has adopted the following new standards, amendments to published standards and
interprefations of IFRSs which became effecuve during the current vear.

Standard or Interpretation Effective Date

[AS 7 - Disclosure Initiative (Amendments to [AS 7) January 1, 20017

[AS 12 - Recognition of Deferred Tax Assets for Unrealized
Losses (Amendments to IAS 12) January 1, 2017

Standards, amendments to published standards and interpretations that are effective but
not relevant

The cther new stndards, amendments 1o published standards and interpretations that are
mandatory for the financial year beginning on January 01, 2017 are considered not to be relevant or
to have any significant effect on the Company's financial reporting and operations and are therefore
not presented here.,

Standards, amendments and interpretations to the published standards that are relevant but
not yet effective and not early adopted by the Company

The following new standards, amendments to published standards and interpretations would be
effective from the dates mentioned below against the respective standard or mterpretation.

Standard or Interpretation Effective Date
IFRS 2 - Classification and Measurement of Share-based Payment

Transaction (Amendments 1o IFRS 2) January 1, 2018
IFRS Y - Financial Instruments July 1, 2018
Annusl Improvements to IFRSs 2015 - 2017 Cycle January 1, 2019

[FRS ! - Prepayment Features with Negative Compensation
Amendments to IFRS 9 anuary 1, 2019
Iy

The Company is in the process of assessing of these statements amendments and interpretations to
the published standards, on the financial statements of the Company, following new standards have
been 1ssued by the TASB which are yet to be notified by the SECP for the purpose of applicability in
Pakisran,

Standards, amendments and interpretations to the published standards that are not yet
notified by the Securities and Exchange Commission of Pakistan (SECP)

Effective Date

IFRS 14 - Repulatory Deferral Accounts January 1, 2016
[FRS 16 - Leases January 1, 2019
IFRS |7 - Insurance Conrracts January 1, 2021



NBP Exchange Company Limited
Motes to the Financial Statements
For the vear ended December 31, 2017

33

34

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of these financial statements are consistent with
those of the previous financial year,

Property and equipment

Properry and equipment are stated ar cost less accumulated deprecianion and impairment, 1f any. The
cost of property and equipment are depreciated over their estimated useful lives using straight line
method at the rates specified to the financial statement. Depreciation on additions is charged from
the month in which the item of property and equipment is available for use and no depreciation is
charged in the month of disposal.

Subsecquent costs are included in the property and equipment's carrying amount or recognized as a
separate item of property and equipment, as appropriate, only when it is probable that furure
economic benefits associated with the item will flow to the Company and the cost of the item can be
measured reliably. All other repairs and maintenance are charged to profit and loss account during
the financial year in which they are incurred.

ltem of property and equipment is derecognized when disposed or when no future economic
benefics are expected from its use or disposal. Gains or losses on disposal of property and
equiptaent, if any, are recognized in profit and loss account as and when incurred.

Assets' residual values, if significant and their useful lives are reviewed at each balance sheet date and
adjusted prospectively, if appropriate.

Intangible asset

Intangible assets are stated at cost less accumulared amortization and any impairment losses.
Amoriization is charged over the estimated useful life of the asset on a systematic basis applying the
straight line method at the rates specified in note 5 to the financial statements. The estimate of
useful life and amortzation method are reviewed at the end of each financial year with the effect of
any changes in estimate being accounted for prospectively.

The amortization is charged from the month in which asset is available for use while no
amortization 1s charped for the month in which that asset is disposed off.

Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents consist of cash and bank balances
and foreign currencies held for trading.

Financial instruments

Financial assets and Labilities are recognized when the Company becomes a party to the contractual
provisions of the instrument and de-recognized when the Company loses contral of the contractual
rights that comprise the financial asset and in case of financial liability when the obligation specified
in the contract is discharged, cancelled or expired.

Invesiments
Regu.-’ﬂr—u’ay purchase or sale of investments

All purchases and sales of investments are recognized using trade date accounting. Trade date is the
date that the Company commuts to purchase or sell the investment.The investments are classified
mnto the following categories:



NBP Exchange Company Limited
Motes to the Financial Statements
For the vear ended December 31, 2017

3.13

3.4

3.15

Dsferred

Deferred income tax is provided using the liability method for all temporary differences at the
balance sheet date berween tax bases of assets and liabilitics and their carrying amounts for financial
reporting purposes. Deferred income rax asset is recognized for all deductible temporary differences
and carry forward of unused rax losses, if any, to the extent that it is probable that taxable profit will
be available against which such temporary differences and tax losses can be utilized,

Deferied income tax assets and liabilities are measured at the tax rate that are expected to apply to
the period when the asset is realized or the liability is sertled, based on tax rates that have been
enacted or substantively enacted at the balance sheet date.

Revenue recognition
Income from exchange operation

Income from exchange operation are the difference between the cost and selling price of foreign
currency, mcluding wire transmission. Income from exchange is recognized at the time of each
transfor occurs on transfer date basis or/and the end of each reporting period when revaluation of
foreign exchange position takes place.

Fez income

Fee inzome includes fee collected on wire transfer and currency exchange transfers, Fee income is
recognized at the time the transacion occurs on trade date basis.

Mark-upy | interest incorre

Mark-up / interest income is accrued on a time proportion basis, by reference ta the principal
outstanding and at the effective interest rate applicable, which is the rate thar exactly discounts
estimated future cash receipts through the expected life of the financial asset to that asset’s net
carrying amount.,

Commitsion iRcome

Commission income on inward and outward remittance through Western Union is recognized when
remittance is paid to customer or recerved from customer on behalf of Western Union.

Tetegranbic transfer(TT} / Demand Drafi (DD)

Income on T'1" / DD is recognized when transaction is entered into with the customer.

Foreigrn currencies

Transactions in currencies other than Pakistani Rupees are recorded at the rates of exchange
prevailing on the dares of the transactions. At each balance sheet date, monetary assets and liabilities
that are denominated in foreign currencies are retranslated at the rates prevailing on the balance
sheet date, Gains and losses on translation are taken to profit and loss account.

Provident fund

An approved funded provident fund scheme is maintained for all eligible employees of the
Company. Fqual monthly contributions are made, both by the Company and its employees, to the
fund #t the rate of 8.33 percent of basic salaries of employees. Obligations for contributions to the
fund are recognized as an employee benefit expense in profit and loss account when they are due.



NBP Exchange Company Limited
Motes to the Financial Statements
For the year ended December 31, 2017

3.6

37

Al fair value through profit or lors

Financial assets at fair value through profit or loss are financial assets held-for-trading. A financial
asset 15 classified in this category if acquired principally for the purpase of selling in the short-term,
They are initially measured at fair value and changes on re-measurement are taken to profic and loss
account.

H n‘i"ff—.fr--rﬂ.-,zfmff'}'

Held-io-marurity invesuments are non-derivative financial assets with fixed or determinable
payments and fixed maturity that the Company has the positive inrent and ability to hold to
maturity. Held to maturity investments are initially recognized at cost inclusive of transaction cost
and are subsequently catried at amortized cost using effective interest rate method, less any
impairment losses. This method uses an effective interest rate that exactly discounts estimated future
cash receipts through the expected life of the investment to its net carrying amount. Gains and

losses are recognized in the profit and loss account when the investments are de-recognized,
Availasle-for-sale

[nvestments which are not classified in any of the preceding categories are classified as available-for-
sale investments, After initial recognition, these investments are remeasured at fair value. Surplus /
deficit arising from re-measurement is taken to other comprehensive income until the investments
are sold / disposed-off or until the investments are determined to be impaired, at which time,
camulative gain or loss previously reported in the other comprehensive income is included in the
cutrent year's profit and loss account.

Tnvestucent tn arsociater
Invesiment in associates are classified as availlable-for-sale investment and are carried ar fair value.
Trade and other payables

Liabilities for trade and other amounts payable are measured at cost which is the fair value of the
consideration to be paid in the fumre for goods and services received whether billed o the
Cnmp any or not,

Impairment
Elquity Securities

The Company assesses at each reporting date whether there is objective evidenee that the finaneial
asset 13 impaired. In case of equity securities, a significant or prolonged decline in the fair value of
the security below its cost is considered as an indicator that the security is impaired. If any such
evidence exists for available-for- sale financial assets, the cumulative loss measured as the difference
between the acquisition cost and the current fair value, less any impairment loss on that financial
asset previously recopnized 1= reclassified from other comprehensive income to profit and loss
account,

Dabit S ecuritier

The Company assesses at each reporting date whether there 1s objective evidence that the financial
asset 15 impaired. In case of equity securities, a significant or prolonged decline in the fair value of
the security below its cost is considered as an indicator that the security is impaired. If any such
evidence exists for available-for-sale financial assets, the comulatve loss



NEBP Exchange Company Limited
Motes to the Financial Statements
For the year ended December 31, 2017

39

3.10

in

312

measured as the difference between the acquisition cost and the current fair value, less any
impairment  loss on that financial asset previously recognized is reclassified from other
comprehensive income to profit and loss account.

Non-financial assets

The Company assesses at each balance sheer date whether there is any indication that assets except
deferred rax assets may be impaired. If such indication exists, the carrying amounts of such assets
are reviewed to assess whether they are recorded in excess of their recoverable amount. Where
carrying values exceed the respectve recoverable amount, assets are written down to their
recoverable amounts and the resulting impairment loss is recognized in profit and loss account. The
recoverable amount is the higher of an asset's fair value less costs to sell and value in use.

Trade debts and other receivables

Trade debts are stated net of allowance for doubtful account. Trade debts consists primarily of bulk
currency trasnfer with a settlement cycle of 24 to 48 hours. The amount of trade debts varies widely
from period to period due to volume of activity and timing difference. There is minimal counter
party iisk as the majority of the Company's receivables reside with money services customer and
other financial institutions, The Company has long outstanding relationships with most of irs
custorier who has a strong repayment integrity. Management estimates the allowance based on the
analysis of specific customer taking into consideration the age of the past due accounrs and as
assessinent of the customer's ability to pay. The Company does not accrue interest on past due
receivables,

Provisions
Provisions are recognized when the Company has a present, legal or constructive obligation as a
result of past event, it is probable that an outflow of resources embodying economic benefits will be

required to settle the obligation and a reliable estimate of the amount can be made. However,
provisiens are reviewed at each balance sheet dare and adjusted to reflect the current best estimate.

Off sctting of financial assets and liabilities

A financial asset and a financial liability is offset and the net amount reported in the balance sheet, if
the Company has a legally enforceable right to set off the transaction and also intends either to settle
om a ner basis or to realize the asset and settle the liability simultanecusly.

Transactions with related parties

Trans:crions in relation to sales, purchases and setvices with related parries are made ar arm's length
prices for which the pricing mechanism is subject to approval of the Board of Directors.

Taxation
Current

Provision for current taxation is computed in accordance with the provisions of Income Tax
Orrdinance, 2001, The charge for cureent income tax is recorded after adjustment, if any, to the
provision for tax made in prior year including those ansing from assessment and amendments in
assessments during the year in such vears.
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MNBP Exchange Company Limited
Motes to the Financial Statements
For the year ended December 31, 2017

i

8.1

9.1

9.2

[

LONG TERM DEPOSITS

This includes security deposits against rent and utilities in respect of head office and branch offices of
the Company.

2017 20116
Mote  emmemeees -(Rupees)---caeanan
DEFERRED TAX ASSET/(LIABILITY)
Deferred tax asset/ (liability) arising
in respect of:
Accelerated rax depreciation allowance all,634 {509 987

INVESTMENTS

Held-to-maturity
Marker Treasury Bills (MTBs) 8.1 148,245,728 146,558,911

This represents one year MTBs, purchased on October 25, 2017 (2016: April 26, 2016) with a face
value of Rs. 150 million (2016: Rs. 149 million). The yield is at 5.9% (2016: 6%) and MTHs, will
mature on March 15, 2018 (2016: April 13, 2017). MTBs have been deposited with SBI’ to meet the
Statutory Liquidity Reserve (SLR) requirement of 25 percent of Capital under rule 4 of F.E Circular
No. 9 dated July 30, 2002, The market value of MTBs amounts to Rs. 148.18 million as at December
31, 2017 (2016: Rs. 146.49 million).

2017 2016
MNote  —  ==————- --(Rupees)---------
TRADE DEBTS - COMSIDERED GOOD
Receivable from Western Union b | 11,148,563 11,928 892
Receivable from Orent Exchange LLC 9.2 144,775,974 -
Receivable from Index Exchange LLC - 104,130,432
Receivable from Sindh Bank Limiced - 419,661
155,924,537 116,478,985

This represents receivable in respect of inward remittances paid on behalf of Western Union, The
average credit period for payment of inward remittances is 2-3 days and no interest is charged for this
period There are no past dues or impaired balance as of year end.

This represents US Dollar receivable against foreign curriencies export to United Arab Enurates on
December 30, 2017.

2017 2016

—mmm—aee -(Rupees)----------
PREPAYMENTS AND OTHER
RECEIVABLES
Advance rent 6,739,603 6,584,035
Short term prepayments 2,942,762 1,302,292
Advance to statf 1,021,571 886,453
Recetvable from The holding company 3,683,481 -
Insurance claim receivable - 403,840

14,387,507 9,176,620




NBP Exchange Company Limited
Notes to the Financial Statements
For the year ended December 31, 2017

2017 2016
MNote @~  ===eeee=e- (Rupees)-----n--=n
i1 ADVANCE TAX REFUNDABLE-NET
Opening balance 56,211,607 26,681,853
Provision for taxation 22 (19,562,212) (18,031,434)
Prior year 26,429 -
Tax paid/deducted during the year 45,807,591 47,561,188
82,483,415 56,211,607
12 CASH AND BANK BALANCES
Balances with Banks
- Deposit accounts - in local currency 12.1 194,630,505 303,768,319
- Current accounts - in local currency 45,506,958 36,268,264
- f:llt'rf nit accounts - ji'.l 'E‘U[Cigﬂ Cll[r‘:nt‘iﬁﬂ 15:?24:['94 38!:4“}!966
255,861,557 378,437 549
Cash in hand
- local currency 119,274,006 63,321,865
- foriepn currencies 122 82,514,354 39,134,623
201,788,360 102,456,488
457,649,917 480,894,037

12,1 This arount is placed with the holding company and carries mark-up / interest at the rate of 3.75

per anrmum (2016: 3.75% - 4% per annum).

o

12.2 This represents various foreign currencies held for trading. Foreign currencies other than US Dallars

are purchased locally and are usually exported outside Pakistan.

13 SHARE CAPITAL

13.1  Authorized share capital

2017 2016 2017 2016
«w=== {Number of shares) -----  sssee—e—e— (Rupees)----v----
Orrdinary shares of Rs.10
100,000,000 100,000,000 each 1,000,000,000 . 1.000,000,000
13.2 Issued, subscribed and paid-up share capital
217 2016
=== { Mlumber of shares) ---—--
30,000,000 30,000,000 Ordinary shares of Rs, 10 300,000,000 300,000,000
each issued as fully paid
in cash
25,587,500 25,687,500 Ordinary shares of Rs. 10 256,875,000 256,875,000
each  issued as  bonus
shares
55,087,500 53,687,300 556,875,000 556,875,000

13.3 At December 31, 2017 the Holding company held 55,686,745 (2016: 55,686,745) ordinary shares of

the Company.




NBP Exchange Company Limited
Motes to the Financial Statements
For the year ended December 31, 2017

14

15

16
16.1

16.2

17

18

1%

19.1

LONG TERM DEPOSIT
This represents deposit of US Dollar 95,000 (2016: US Dollar 95,000) recerved from Western Union

; s
against pnymenm for invward remittance,

207 2016
e {(Rupees)----ea-e -
TRADE AND OTHER PAYABLES
Accrued liabilites 1,824,362 1,595,034
Payable to Western Union - 7,396,073
Others = 4,252 049
1,824,362 13,223 158
CONTINGENCIES AND COMMITMENTS
Contingzencies
There are no contingencies as on December 31, 2017 (2016: Nil).
2017 2016
R e 1411112} EERREER _—
Commuuments
Ohperating leares
Mot later than one year 4,550,822 6,781,610
later thain one year and not later than five vears 3,559,200 6,002,431
8,110,022 12 784,041

INCOME FROM EXCHANGE OPERATION

Income from exchange operation includes income from sale and purchase of foreign currencies and
revaluation gain/loss on foreign currencies.

2017 2016
Naore wnmrmmeme | Rupees)---—-- —
FEE INCOME
Foreign telegraphic transfer / foreign demand draft 5,896,219 6,379,646
Inward remittances through Western Union 19,695,812 21,161,552
Outward remittances through Western Union 3,783,835 4,359,088
29,375,866 31,900,286
MARK-UP/ INTEREST INCOME
Amortivaton of discount on MTBs 8,070,147 6,841,202
Interest on savings accounts 19.1 5,483,067 6,820,412
16,553,214 15,661,704

This represents mark-up / interest income on savings accounts maintained with the Holding Company,
and cariies mark-up / interest rates 3.75% per annum (2016: 3.75% - 4% per annum.).



MNEBP Exchange Company Limited
Motes to the Financial Statements
For the year ended December 31, 2017

20

20.1

20.2

ADMINISTRATIVE EXPENSES

Staff salaries and benefits
Contribation to staff provident fund
Directors' fee

Travelling and conveyance
Renr, rates and taxes
Insurance

Repairs and mamtenance
Printing and stationery
Telephone and connectivity
Uriliries

Postage and couriers

Legal and professional charges
Auditors’ remuneration
Entertainment

Bank charges

Security charges

Depreciation

Amordzation

Advertizement

Staff training

Loss on property and equipment written-off
Oithers

Auditois' remuneration

Aundir fee

Other cernficates

Ot Df]?D{‘kct CXpEnses
Other services

Bank charges

TT/DL charges
Bank charges

MNote

201

20.2

2016

---------- (Rupees)-—mmmm-

40,795,597 40,243,685
1,790,887 1,740 426
1,120,000 410,000
9,425,593 8,771,982

26,162,740 27,720,934
5,150,216 1,004,481
1,398,396 2,411,814

245,386 011,651
2,250,592 2,332,030
4,453,111 4,689,233
197,786 95,743
785,639 1,556,164
1,151,680 643,780
461,741 599,660
4,742,998 4,836,202
15,604,438 15,527,843
3,068,043 3,904,105
208,620 199,429
2,046,569 925,266
149,225 198,190
1,761,697 -
188,390 87,745
124,259,344 122,910,363
440,000 418,000
35,000 25,000
169,000 46,480
507,680 154,300
1,151,680 643 780
4,072,606 4,189,294
670,392 646,908
4,742,998 4,836,202

This includes bank charges and commission charged by the Holding Company on foreign ielegraphic

rransfers and foreign demand drafis,

OTHER (LOSS)/ INCOME

Capital rains on sale of investments

(Loss)/ gain on disposal of property and equipment

Liabilities written back
Oithers

2017 2016
P {Rupees)----em-
- 8,974,560
(1,203,331} 498,17
2 377180
142,317 =
{ l!Ml!514! u 850657



NBP Exchange Company Limited
Motes to the Financial Statements
For the year ended December 31, 2017

22

22.1

22.2

23

TAXATION
For the year

- Current

- Prior

- Deferred

Relationship between tax expense and
accounting profit

ﬂcuuunlmg l‘rlﬁﬂt before tax

Tax rate %o

Tax on accounting profit

Tax effect of:
- income chargeable to tax at reduced rate
- Pror vear

- tax effect on taxable temporary differences - net

- others

Mote

221

2017 2016
----- ====={ Rupeesj--=====--
19,562,212 18,031,434
(26,429) -
(570,621) 105,067
18,965,162 18,136,501
2017 2016
{Rupees)----eaman
71,016,914 62,917,238
30% 31%
21,305,074 19,504,344
(1,853,180) {1,527,203)
{2‘6!“2{}} -
(570,621) 105,067
110,318 54,292
18,965,162 18,136,501

Income tax returns up to tax year 2017 have been filed on self-assessment basis and are deemed to be

assessed under section 120 of the Income Tax Ordinance, 2001.

REMUNERATION OF CHIEF EXECUTIVE OFFICER, DIRECTORS AND

EXECUTIVES

The aggregate amounts charged in the financial statements in respect of remuneration, including all

benefits, to the executives were as follows:

Chiel Executive Officer Executives
2017 2016 2017 2016
(Rupees)
Manager:al remuneration 2,396,316 2,218,812 5884153 4 BOB,495
House reat allowance 1,078,244 998, 460 2,647 860 2,163,819
Uilities 139,628 221,880 558,431 480,868
Convevance 480,004 420,000 1,044,000 24,000
Bonus 384,594 349,091 908,933 663,591
Oihers S, (400D 38,0040 132,000 10, 000
4,614,882 4,307,143 11,205,377 9.144,773

Mumber af person(s) 1 1 [ 7

23.1 In addition, Chief Executive is provided with use of Company maintained car.

23.2 During the year amount of Rs. 1,120,000 (2016: Rs. 410,000) was paid to director for attending

meetngs.



MHEP Exchange Company Limited
Motes to the Financial Statements
For the year ended December 31, 2017

24

I
o

STAFF BENEFITS 2Mm7 26

Provident Fund

MNer assets of the Fund Rupees 11,706,826 0012414
Cost of investments made ' Rupees 11,706,826 0M2414
Percentage of investments made (Cost of Percentage 100" 100
investment / Net assets of the Fund)

Fair value of investments Rupees 11,706,826 9912414

Invesrments out of provident fund have been made in accordance with the prnvi.-tlﬂns of the section
218 of the Companies Act, 2017 and the rules formulated for this purpose.

The provident fund was established with effect from January 1, 2013 for all employees of the Company.
According to legal advice taken by the Company, the Company being a Federal establishment, the
condition as stipulated in section 1 (a) of West Pakistan Industrial and Commercial Employment
(Standing Orders) Ordinance, 1968 1s not applicable to the Company. Accordingly, the Company is not
obliged to ser up retirement benefit plan.

The investment of NBPECL Provident fund comprise of National Income Daily Account (NIDA)
raintained with Mational Bank of Palastan.

TRAMSACTIONS WITH RELATED PARTIES

The related parties and associated undertakings comprise Holding Company, 1ts subsidiaries ,associated
companies, fund established by the Company, directors and their related concerns and key management
persormel. All transactions involving, related parties arising in the normal course of business arc
conducted at commercial terms and conditions. Transactions with the key management personnel are
made under the terms of employment / entitlements. Details of transactions and balances with related
parties during the year, other than those which have been disclosed elsewhere in these financial
statements, are as follows:

2017 2016
MNote s L0 1] e (=) EEEEE et

Mational Bank of Pakistan - the Holding
Company
Transactions
Sale of foreign currencies 187,660,000 104,757,500
Purchase of forelgn currencies 1,210,609,143 1,569,497,193
Rent expense 5!590,5150 5,004,432
Bank charges 4,742,998 4,836,202
Interest income on bank deposits 8,483,067 6,820,412
Balances
Bank balances 248,311,175 371,793,191
Accrued interest on savings accounts 3,538,146 4,449,872
Feceivable from Holding Company 3,683,481 -

Provicdent fund balances 24 11,706,826 9,912,414




MBP Exchange Company Limited
MNotes to the Financial Statements
For the year ended December 31, 2017

26

27

271

Staff provident fund 2017

Mote ———mmemnee {Rupees)----—-—-—--
Transactions

Contribution to staff provident fund 20 1,790,887 1,740,426

NBP Fullerton Asset Management Litd-
Associate

Transactions
Redemption of units - NAFA Government - 15,551,135
Securities Liguid Fond

Amount realized on redempton of NAFA Fund
unies

- 166,700,391

Capieal gains - MAFA Government Securities
Liquid Fund - 8,974,560

CAPITAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company's objective when managing capital is to safeguard the Company's ability 1o continue as a
poing concern so that it can continue to provide remurns for sharcholders and benefits for other
stakeholders and to maintain a strong capital base to support the sustained development of s business
and to comply with the regulatory requirements.

The Company manages its capital structure by monitoring refurn on net assets and assessing its
requirement for various transactions to be undertaken. In order to mantain or adjust the capital
structiire, the Company may adjust the amount of dividend paid to shareholders or issne new shares.

The Company currently meets the paid up capial requirement of Rs. 200 (2016: Rs. 200) million as
required by State Bank of Palastan.

FINANCIAL INSTRUMENTS

The Company is exposed to the following risks in respect of financial instruments:

- Credit risk

- Liquidity nisk

- Market sk

The Board of Directors has overall responsibility for the establishment and oversight of Company's risk
management framework. The Board is also responsible for developing and monitoring the Company's
risk management policies.

Credit risk

Credit risk is the risk that the counterparty to a financial instrument will cause a financial loss for the
Company by failing to discharge an obligation. The risk is generally limited to principal amounts and
acerued interest thereon, if any. The Company's policy is to enter into financial contracts in accordance
with the risk management framework. Out of total assets of Rs. 877 million (2016: Rs. 837 million) the
financial assets which are subject to credit risk amounted to Rs. 501 million (2016: Rs. 542 million). The

carrying amount of these financial assets represents the maximum credit exposure at the reportng date.



MBP Exchange Company Limited
Motes to the Financial Statements
For the year ended December 31, 2017

2m7 2016
Mo  eeemee———— (Rupees)----—---—-
Long term deposit 2,855,158 3,196,157
Trade debts 9 155,924,537 116,478,085
Accrued mark-up [/ interest 3,538,146 4449872
Advance to staff ; 1,021,571 886,453
Insurance claim recetvable - 403,840
Foreign curreney included in cash in hand 12 82,514,354 39,134,623
Bank halances 12 255,861,557 378,437,549
' 501,715,323 542987479
27.1.1 Details of the credit ratings of bank balances are as follows:
Mame of Bank Rating Agency Rating 2007 2014
Long Term  Short Term ~————-{ Rupees)
Bank Alfalah JCR VIS AA+ Al+ 1,194,768 4,494 369
Martonal Bank of Pakistan JCR VIS AAA Alt 248,311,175 37,7931
Bank of Mumab PACRA AA Al+ 453251 21049 289
Faysal Bank JCR VIS AA Alt+ 100, (M =
Silk Bank JCR VIS A- A2 110,434 -
Srate Baok of Pakistan . 1,612,670 100 00

255 861,558 378,437 549
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MNBP Exchange Company Limited
Motes to the Financial Statements
For the vear ended December 31, 2017

27.3.2

27.4

Clareney rirk

Currency risk is the risk that the value of the financial instrument will fluctuate due to changes in
the foreign exchange rates. In order to avoid losses ansing from adverse movements in the rate
of exchange the management monitors compliance with all external and internal limits (including

currency, dealer and counter party limits), review of foreign exchange exposure and regular
revaluaton of the entire portfolin.

The Company's exposure to foreign exchange risk is as follows:

2017
Financial Assets UusD GBP EUR Orthers

(Equivalent Rupees)
Foreign currencies - in hand
and bank 25,127,090 8,716,831 4,418,734 44,251,698
Currency exchange rates 110.75 147.50 131.00

2016
Financial Assets UsD GRP EUR Oythers
cmmmmsemnmmenaemnnnsse (Equivalent Rupees) -=--o—---vcvemmmmeemmes

Foreign currencies - in hand
and bank 43,166,957 3,464,194 2,287 599 28,616,839
Currency exchanpe rates 108.90 132.74 113.04

Sensitivity analysis

Every 1% increase or decrease in exchange rate, with all other variables held constant, will
increase or decrease profit for the year by Rs. 0.383 million (2016: Rs. 0.488 million).

Fair value of financial assets and liabilities

‘The Company measures fair values using the following fair value hierarchy, which reflects the
significance of the inputs used in making the measurements:

Level 1: Fair value measurements using quoted prices {unadjusted) in active markets for identical
assets or Habilities.

Level 2 Fair value measurements using inputs other than quoted prices included within Level 1
that are observable for the asset or hiability, either directly (ie. as prices) or indirectly (i.e. derived
from prices).

Level 3: Fair value measurements using inputs for the asset or liability that are not based on
observable marker data (Le. unobservable inputs).

Valuation techniques include net present value and net assets value. Assumptions and nputs
used include tisk-free and benchmark interest rates used in esumating discount rates.
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MBP Exchange Company Limited
Motes to the Financial Statements
For the year ended December 31, 2017
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29

30

31

NUMBER OF EMPLOYEES

The details of nomber of employees are as follows:

2017 2016
Mumber of employees as at year end 76 oD
Average number of employees during the year 80 85

GEMERAL
Figures have been rounded off to the nearest of Rupees.
EVENT AFTER THE BALANCE SHEET DATE

There is no subsequent event effecting the financial statements for the year ended December 31,
2017

RECLASSIFICATION

Corresponding figures have been rearranged and reclassified, wherever necessary, for the purpose
of comperision and better presentation.

Reciassified from Reclassified to Note Rupees.
Insurance expense Staff salaries and benefits 20 ?1‘)!”‘;63
Commission income Income from exchange

operation 17 11,330,363

Fereizn curre ncees

-helil for trading Cash and bank balances 12 77,535,589

DATE OF AUTHORIZATION

Thess financial statements were authorized for issue by the Board of Directors of the Company in

their meeting held on 5 :f H #'ﬁ % e

%L.FQ lx.J

Chief Executive Officer Direcpot



