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Template 32.04 relates to sources of encumbrance, stating the liabilities in
column 010 and then matching up the encumbered assets which they drive.
Row 010 states ‘Carrying amount of selected financial liabilities’ - we have
three items which generate encumbered assets but do not appear to be
assignable to a row in this template: 1. Note Cover - as a bank which issues
bank notes we have a liability on our balance sheet for the notes in
circulation - however this amount is not applicable to any of the rows which
drive the row 010 total - i.e. it cannot be reported in row 020-110. 2.
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Payment system collateral - this is amounts pledged to use payments
systems like CHAPs etc - there is no liability driving this encumbered asset
3. Cash ratio deposit - this is an amount we pledge to Bank of England in
order to have the Bank of England as our Central Bank, similar to the
payment system collateral there is no associated financial liability. For Note
Cover this leaves us with a predicament as this liability is not applicable to
rows 020-110 which drive the financial liabilities total in r010, also it cannot
be reported in the ‘Other sources of encumbrance’ section within this
template, rows 120-160, as the guidance clearly states that this is only for
non-financial liabilities. As there is validation (v3218 m) between F32.02,
c010, r250 and F32.04, c030, r170 - basically all the encumbered assets
reported in F32.01 and F32.02 need to be included in F32.04 - so we have to
include the note cover somewhere. For payment system collateral and cash
ratio deposit we have similar issues in that we have to report all encumbered
assets per validation v3218 m - but as there is no associated liability we do
not know where to report the asset.

Background on the
question

We suspect that instances where non central banks issue bank notes has not
been considered in the preparation of the templates as it is, to our
knowledge, a fairly unique situation on a European scale.

EBA answer

Instructions for the template F32.04 (Sources of encumbrance) in Annex
XVII to Regulation (EU) No 680/2014 (ITS on Supervisory Reporting) provide
that should be reported under row 160 “Amount of collateralised
transactions of the reporting institution other than financial liabilities, not
covered by the above items, insofar as these transactions entail asset
encumbrance for that institution”. This is also in line with the definition of
encumbrance as introduced under point 1.7 of the instructions, which does
not contain a limited list of items.

Consequently, all assets that are encumbered should be reported in F32.04,
even though this encumbrance does not give rise to any liability. This would
ensure that the validation rule v3218 iis met at all time.
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