

PRA Rulebook Article 325(9) Permission supplementary application form 
Calculation of the overall net foreign exchange position 
Guidance on completion of supplementary application form: 
This supplementary application form must be completed, together with the “Permissions (CRR firms)” general application form, by a firm applying for a permission under Article 325(9) of the Market Risk: General Provisions Part of the PRA Rulebook. Part A of this supplementary application form asks for information on how the firm meets the minimum standards set out in Article 325(9) and SS13/13. Part B sets out additional information firms should provide to assist the PRA in assessing the application.

Part A – Minimum standards
The second column should be used to indicate whether the minimum standard is met. All standards must be met before permission will be granted. The third column requires a brief description of how the minimum standard is met. 

	Application Details

	
	Signature

	Attestation by a Senior Management Function (SMF) of compliance with the relevant minimum standards.
	Click or tap here to enter text.
	Item
	Summary information

	High-level descriptions of the positions requested to be excluded, including at which consolidation level.
	Click or tap here to enter text.


	[bookmark: _Hlk218783549]Factors demonstrating that the minimum standards set out in Article 325(9) and SS13/13 are met

	Article 325(9) and SS13/13 minimum standard
	Meets standard?
(Yes/No)
	FIRM ANALYSIS/COMMENT

Please demonstrate using examples where appropriate how the minimum standards are met

	Structural FX positions are deliberately taken or maintained for the purpose of hedging partially or totally against the potential that changes in FX rates could have an adverse effect on capital ratios. 

	Click or tap here to enter text.	Click or tap here to enter text.
	Positions are of a non-dealing or structural nature.


	Click or tap here to enter text.	Click or tap here to enter text.
	The amount of the risk position excluded is limited to the amount that neutralises the sensitivity of the capital ratio to movements in FX rates.
	Click or tap here to enter text.	Click or tap here to enter text.
	The risk positions are excluded from the calculation of own funds requirements for at least six months.


	Click or tap here to enter text.	Click or tap here to enter text.
	The risk positions excluded are established and managed in accordance with a clear risk management policy that the PRA has approved.

	Click or tap here to enter text.	Click or tap here to enter text.
	The risk positions excluded are documented and can be made available to the PRA.


	Click or tap here to enter text.	Click or tap here to enter text.
	Trading books and non-trading books containing the risk positions excluded are segregated from all other trading activities.


	Click or tap here to enter text.	Click or tap here to enter text.
	Mismatches resulting in an open structural FX position (other than those open structural FX positions deliberately taken or maintained to protect capital ratios) are avoided as far as possible.
	Click or tap here to enter text.	Click or tap here to enter text.
	Positions are accounted for so that capital ratios are protected.


	Click or tap here to enter text.	Click or tap here to enter text.
	Any residual risks arising from structural FX positions are minimised.
	Click or tap here to enter text.	Click or tap here to enter text.
	Where any residual risks arising from structural FX positions remain, these are considered in the firm’s Pillar 2 assessment.
	Click or tap here to enter text.	Click or tap here to enter text.
	Policies and procedures are clearly articulated and are made available to the board and to regulators on an annual basis.
	Click or tap here to enter text.	Click or tap here to enter text.
	The structural FX hedging strategy is clearly articulated to investors and is included in Pillar 3 disclosures.
	Click or tap here to enter text.	Click or tap here to enter text.
	Traders’ remuneration structures do not in any way incentivise structural FX positions becoming a profit centre.
	Click or tap here to enter text.	Click or tap here to enter text.
	Oversight of structural FX positions is carried out by the appropriate committees of the boards of both the foreign entity and the group on at least a quarterly basis.
	Click or tap here to enter text.	Click or tap here to enter text.
	The overall net FX position of the firm in each currency is calculated as the net delta position in that currency, summing across all positions subject to FX market risk requirements. If the firm uses an alternative measure, please provide details.
	Click or tap here to enter text.	Click or tap here to enter text.
	The maximum net risk position is calculated based on the formula set out in SS13/13, paragraph 3B.11.


	Click or tap here to enter text.	Click or tap here to enter text.
	Risk weighted assets (RWAs) used for the calculation of the maximum net open position include at a minimum credit risk RWAs. Please explain whether non-credit risk positions are also included, and provide details on their inclusion.
	Click or tap here to enter text.	Click or tap here to enter text.





Part B – Additional information to be provided
To support the assessment of the application, the PRA would typically require the following documentation: 

Governance 
1. Outline of roles and responsibilities for governance and risk management of SFX.
1. SFX risk appetite, and related approval documentation.
1. Internal governance/papers related to the application for the SFX Permission.

Risk Management
1. SFX risk management policy and procedures.
1. If not covered in (iv) above, detail on:
0. How FX positions arise in the firm’s business, including a description of SFX positions.
0. How FX positions are accounted for, including any details of hedge accounting.
0. How the firm plans to manage SFX positions, including:
0. Confirmation of which ratio the firm is attempting to protect.
0. Details of SFX positions the firm plans to exclude from position risk requirements under the SFX Permission.
0. Details of reporting/monitoring, including who will receive these, and frequency.
0. Details on how hedge effectiveness will be monitored.
1. An estimate of the RWA impact on the firm of making use of the SFX Permission.
1. An analysis of how the firm’s capital ratios will change for a 10% appreciation and a 10% depreciation in FX rates assuming the SFX Permission is granted. The analysis should be provided separately for each material currency (ie each currency which is >5% of RWAs). Please comment on other sensitivities/risks if relevant eg if there are non-linear effects, or whether currency mix could change significantly for factors outside the firm’s control eg a large portion of foreign loans are prepaid/foreign deposits are withdrawn on large scale etc. Please include pegged or heavily managed currencies in the analysis and comment separately on your internal assumptions/treatment of those.
1. An assessment of the potential adverse P&L/capital impact arising from positions that the firm is seeking to exclude. The analysis should include any FX related cross-risks that the excluded position is sensitive to, along with the materiality of that impact relative to overall capital resources.
 
Disclosures 
1. Planned external communication around SFX exposure / capital ratio sensitivity to FX movements 
1. Pillar 3 (Draft) disclosure
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Quantitative information regarding structural currency positions

	In reporting currency
	RWAs
	(A)

Investment
/net asset value (in subs and branches)
	
(i) 
Borrowings used to manage (A)
	
ii) 
Financial instruments used to manage (A)
	
iii) 
Other instruments /positions used to manage (A) – please specify[footnoteRef:1] [1:  We recognise firms manage Structural FX in different ways, so please include and comment on other positions / instruments you are using.] 

	(B)

Net open position revaluing to share-holders equity
	Other CET1 capital after dedu-ctions
	AT1
	Tier 2
	MREL
	Memo: FX rate used to convert into reporting currency

	Reporting ccy
	     
	[bookmark: Text1]     
	     
	     
	     
	     
	     
	     
	     
	     
	     

	Foreign ccy 1
	     
	     
	     
	     
	     
	     
	     
	     
	     
	     
	     

	Foreign ccy 2
	     
	     
	     
	     
	     
	     
	     
	     
	     
	     
	     

	…
	     
	     
	     
	     
	     
	     
	     
	     
	     
	     
	     

	Other
	     
	     
	     
	     
	     
	     
	     
	     
	     
	     
	     

	Total (Group)
	     
	     
	     
	     
	     
	     
	     
	     
	     
	     
	     


Include all currencies that are material (>5% RWAs) and summarise the remaining under ‘other’


Please add any additional information / explanation as required, for instance: 
· Key assumptions; 
· Data quality and aggregation process; 
· An explanation of relevant accounting and regulatory treatments; and 
· Further details of AT1, Tier 2, and MREL issuances in foreign currency incl. call dates.
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