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Except for the implementation of IFRS 9 in Pakistan, as discussed in Note 4.1, the Bank expects that 

amendments to existing accounting and reporting standards will not aect its financial statements in the 

period of initial application.
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State Bank of Pakistan through BSD Circular No.1 dated October 21, 2011 has allowed benefit of the forced sales value (FSV) of plant & machinery 

under charge, pledged stocks & mortgaged residential, commercial and industrial properties (land and building only) held as collateral against Non-

Performing Loans (NPLs) for a maximum of five years from the date of classification.

In accordance with the application instructions issued by SBP for IFRS 9 implementation, the overall FSV benefit utilized by the Bank against NPLs has 

eectively reduced as the provision against NPL portfolio has been taken at higher of the provision required under the Prudential Regulation (PR) R-

8 and ECL charge under IFRS 9. As per the PR R-8, FSV benefits utilized by the Bank are not available for the distribution of cash or stock dividend to 

shareholders.
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The Bank majorly has lease contracts for real estate that are used in its operations including branches and other oices. Leases generally 

have an average lease term of 5 years. The Bank’s obligations correspond to the lessor’s title to the leased assets. Generally, the Bank is 

restricted from assigning and subleasing the lease assets. As a practical expedient, management does not separate lease and non-

lease components, wherever applicable. The lease obligations during the period have been discounted at rates ranging between 22.05% 

to 22.09% (December 31, 2023: 15.22% to 22.37%) per annum; being the relevant incremental borrowing rate of the Bank.
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1,157,935,9891,157,935,989
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These represent the debt investments which have been reclassified from Available-For-Sale to Amortised Cost category upon adoption of IFRS 9.
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