Alternative Reference Rates Committee (ARRC)
Minutes for the June 26, 2019 Meeting

The co-Chairs of the Legal Working Group updated the ARRC on the Working Group'’s efforts
exploring potential legislative solutions to address issues that could arise with legacy U.S. dollar
(USD) LIBOR-linked instruments in the event of LIBOR disruption. Representatives from
Cadwalader provided an overview describing how such solutions might work, including
examples of how they could apply in certain scenarios. ARRC members discussed the different
scenarios, and agreed to each consider the issues in further depth internally within their
institutions in preparation for continued discussion at the next ARRC meeting. The ARRC Chair
noted that the legislative work was preliminary at this time and that no decision would be made
about whether to move forward with such efforts until further information could be gathered
about their potential effectiveness.

ARRC members discussed and approved the Consultation on Fallback Contract Language for
Adjustable-Rate Mortgages (ARMs) and the white paper on Options for Using SOFR in ARMs that
were developed by the Consumer Products Working Group. The Consultation requests feedback
by September 10, 2019 on a proposal for improved fallback language for new ARM contracts
that reference USD LIBOR while the white paper illustrates how an average of the Secured
Overnight Financing Rate (SOFR) can be used in newly issued ARMs in a structure that is
generally comparable to today’s existing ARMs. The materials were subsequently released along
with the Guiding Principles for the development of fallback contract language for consumer
products that was approved at the May ARRC meeting.

A member of the Outreach/Communications Working Group presented a draft checklist for
SOFR adoption that the Working Group developed in order to help market participants better
understand organizational steps they could take to help prepare for the potential disruption of
LIBOR. The ARRC Chair requested that members provide the Secretariat with feedback on the
checklist. The co-Chairs of the Working Group briefly discussed ideas to strengthen certain
aspects of the Working Group’s organizational structure.

Federal Reserve staff provided an overview of the SOFR data contingency methodology, noting
that the contingency methodology, which is available on the Federal Reserve Bank of New York’s
website, has been in place since SOFR production began. The data contingency methodology is
designed to ensure the timely production of SOFR and the Federal Reserve Bank of New York’s
other Treasury repo reference rates in the event that primary source data are unavailable, as
was the case on June 3, 2019.

A member of the Floating Rate Notes Working Group presented materials developed by the
Working Group outlining further details of the various conventions used in recent FRN issuances
based on SOFR that the Working Group believed would be helpful for market participants to
consider when using SOFR in new FRN issuances. The ARRC approved the idea of releasing the
document, subject to further revision and final review.


https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2019/ARRC-Consultation-Paper-Fallback-Language-Consumer-ARM-announcement.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2019/ARRC-Consultation-Paper-Fallback-Language-Consumer-ARM-announcement.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2019/ARRC-Whitepaper-SOFR-ARM-announcement.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2019/ARRC_Consumer_Products_Guiding_Principles.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2019/arrc_contingency_methodology.pdf
https://www.newyorkfed.org/markets/treasury-repo-reference-rates-information
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