
As the December 2021 deadline for the discontinuation of the London Interbank Finance Offering Rate 
(LIBOR) approaches, US financial institutions and regulators are preparing for a transition to alternative 
reference rates. Banking and securities regulators have made LIBOR transition a supervisory priority for 
2020 as noted in their respective communications.  

• On July 1, 2020, the Federal Financial Institutions Examination Council (FFIEC) issued a Joint 
Statement on Managing the LIBOR Transition (Joint Statement).  Notably, this is not issued as 
supervisory guidance, but rather a statement that lists a range of LIBOR transition considerations.  

• On July 1, 2020, the Office of the Comptroller of the Currency (OCC) issued its bulletin (2020-68) 
which expanded on the FFIEC statement by providing banks, particularly community banks, with 
additional guidance for identifying applicable risks, planning, and successfully transitioning to 
replacement rates.

• In their fall 2019 Supervision and Regulation Report and Semiannual Risk Review, the Federal Reserve 
Board (FRB) and the OCC, respectively, identified the LIBOR transition as an examination priority for 
2020. The regulators encouraged firms to be aware of implementation dates, vendor management and 
data implications of the transition. 

The FFIEC noted that as part of examination activities, “supervisory staff will ask institutions about their 
planning for the LIBOR transition including the identification of exposures, efforts to include fallback 
language or use alternative reference rates in new contracts, operational preparedness, and consumer 
protection considerations.” The agencies noted that supervisory focus “will be tailored to the size and 
complexity of each institution’s LIBOR exposures.”

The Federal Financial Institutions Examination Council is composed of the following: a member of the 
Board of Governors of the Federal Reserve System (FRB), appointed by the Chairman of the FRB; the 
Director of the Bureau of Consumer Financial Protection; the Chairman of the Federal Deposit Insurance 
Corporation (FDIC); the Chairman of the National Credit Union Administration (NCUA); the Comptroller of 
the Currency; and the Chairman of the State Liaison Committee.
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https://www.ffiec.gov/press/PDF/FFIEC%20Statement%20on%20Managing%20the%20LIBOR%20Transition.pdf?source=govdelivery&utm_medium=email&utm_source=govdelivery
https://www.occ.gov/news-issuances/bulletins/2020/bulletin-2020-68.html


Agencies noted that “institutions should consider existing safety and soundness standards and consumer 
protection laws as they plan for and address risks that will arise with the transition from Libor,” which is 
not guaranteed to be sustained beyond 2021. To prepare for the transition, the FFIEC recommended that 
institutions take steps including:

• Identifying and quantifying LIBOR exposure across product categories and lines of business;
• Conducting a risk assessment of LIBOR exposures, which may include scenario testing, legal review and 

other analysis;
• Creating transition plans with milestones and key completion dates;
• Conducting an assessment by management of revisions that may be necessary to update the 

institution’s policies, processes and internal control systems;
• Assigning responsibility for LIBOR transition oversight to a committee, team or officer; and, 
• Reporting progress on the LIBOR transition to the institution’s board of directors and senior 

management team.

The OCC’s bulletin includes additional steps institutions should take with regard to their transition plans, 
addressing fallback language in contractual products, choosing a replacement rate, assessing and 
controlling risk to earnings related to the transition, and developing strategies and implementation plans 
for hedged products.

Key takeaways

• The FFIEC Statement and OCC Bulletin bring together for the first time the supervisory expectations 
around LIBOR transition, and reinforce the need for preparedness across banking organizations.  They 
do not propose new guidance and instead re-anchor the need for action in existing safety and 
soundness regulations and expectations.

• There will be an increase in supervisory focus on evaluating institutions’ preparedness for LIBOR’s 
discontinuation in 2020 and 2021, particularly for institutions with significant LIBOR exposure or less-
developed transition processes.

• While all institutions should have risk management processes in place to identify and mitigate LIBOR 
transition risks, there is an expectation that the robustness, extensivity, and formality of such activities 
align with the size and complexity of each institutions’ LIBOR exposure and risks.

• Both the Joint Statement and Bulletin bring consumer protection and consumer compliance to the 
forefront.

Conclusion

On July 13, 2020, John C. Williams, President of the Federal Reserve Bank of New York, gave a speech 
titled “537 Days: Time is Still Ticking” stating “if the pandemic has confirmed one thing about financial 
benchmarks, it’s the resilience of robust reference rates.” Mr. Williams added that firms “need to be 
prepared to manage your institution's transition away from LIBOR.” 

Given the significant impact that LIBOR transition may have on financial institutions and their clients, 
banking and securities regulators are reminding the industry of the specific risks and expected mitigation 
activities.  In 2020 and 2021, institutions can expect increased supervisory focus on the design and 
implementation of their LIBOR transition activities. 

Deloitte closely monitors and is actively involved in the global LIBOR transition and maintains a dedicated 
site with the latest materials on the transition and publishes a monthly newsletter that covers regulatory 
and market updates. For more information, and to register for our newsletter, please visit the Deloitte 
LIBOR transition website.

https://www2.deloitte.com/us/en/pages/regulatory/articles/libor-transition-resource.html
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