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Checklist: Operational Readiness
[bookmark: _GoBack]The purpose of this document is to support users of LIBOR rates in achieving operational readiness for a transition away from LIBOR to the alternative risk-free reference rates (RFRs, e.g. SARON). To facilitate the preparation for the transition, the National Working Group on CHF Reference Interest Rates (NWG) suggests working through this document, as well as consulting ISDA’s ‘IBOR Global Benchmark Transition Report’, June 2018 (Link).
This document provides a checklist with a broad overview of possible work tasks associated with a LIBOR transition and products/contracts that will potentially be affected. Checklist users should identify tasks (in combination with the respective product/contracts) are relevant for their own institution and prioritise them accordingly. Please keep in mind that products and contracts could either have a direct LIBOR reference or could be affected indirectly via an implicit LIBOR pricing mechanism. The checklist is followed by a template that could serve to monitor the LIBOR transition. 
Given the heterogeneous nature of the market, the NWG would like to draw attention to the fact that the information provided is not exhaustive and detailed internal analyses are necessary. 
Suggestions on how to improve this checklist are highly welcome. Please contact nwg@snb.ch.


	Relevant task?
	Priority
	

	
	
	Project management

	☐	
	
	
	· Ensure senior management involvement and project budget for a LIBOR transition programme.
· Set up a project organisation (staffing, etc.).
· Closely monitor national (e.g. minutes and recommendations published by the NWG) and international developments.

	
	
	Products/Contracts (see product/contract list below)

	
	
	
	Legacy contracts of existing products referencing LIBOR

	☐	
	
	
	· Quantify current exposure to LIBOR across business lines and products (all on and off-balance-sheet products including notional, LIBOR term, spread to LIBOR, remaining maturity, counterparty type and optionality, if any). Forecast future exposure at the end of 2019, 2020 and 2021, considering expiration of contracts.
· Assess the contractual terms of at least those products maturing after the end of 2021 regarding fallback to RFRs, including possible application of a spread to RFR. Isolate the population where current fallback provisions are inadequate.
· Determine repapering requirement by specifying an adequate fallback language (for instance, consider national and international developments on standard fallback provisions, e.g. ISDA).

	☐	
	
	
	· Set up a transition strategy across business lines and products. Transition activities should be prioritised based on the potential impact on P/L, legal and reputational risks (i.e. prioritise longer-dated contracts), the level of effort and criticality of the process, while taking data and IT system requirements into account.

	
	
	
	New contracts of existing products referencing LIBOR

	☐	
	
	
	· Determine an adequate fallback provision (for instance, consider national and international developments on standard fallback provisions, e.g. ISDA).
· Implement the fallback language into existing product specifications and contracts.

	
	
	
	New products referencing RFRs

	☐	
	
	
	· Develop a pricing mechanism based on the RFR.
· Set up new product specifications, documentation and contracts for the new products referencing RFRs.
· Budget IT costs.
· Contribute to the demand for and trading in new products that reference RFRs.

	
	
	Communication/Training

	
	
	
	Internal

	☐	
	
	
	· Report regularly about project progress (milestones, timeline, P/L implications and risks, etc.).

	☐	
	
	
	· Set up training sessions on LIBOR transition (changes of existing products, specifications of new products, client communication and argumentation, etc.).

	
	
	
	External

	☐	
	
	
	· Plan client outreach for legacy contracts across business lines. Prioritise those clients with long-dated legacy contracts, inadequate fallback provisions and high exposures.
· Inform clients about the changes in existing contracts due to LIBOR transition.
· Set up a process for dispute resolution (e.g. escalation to management or even senior management).

	☐	
	
	
	· Be prepared to inform regulators, rating agencies, public shareholders and stakeholders about the impact of LIBOR transition on your company.

	
	
	Accounting and treasury

	
	
	
	Cash flows and valuation

	☐	
	
	
	· Assess the consequences of LIBOR transition on accounting according to the relevant standards (IFRS, US GAAP & Swiss GAAP FER, etc.) of your company (on and off-balance-sheet, P/L statement).
· Consider modified cash flow projections as a result of LIBOR transition to alternative RFR in P/L and liquidity planning.
· Make sure to handle the products referencing RFRs correctly in your risk management systems.

	☐	
	
	
	· Check whether the internal valuation and funds transfer pricing (FTP) need adjustment.
· Implement valuation procedures/models to value products referencing new RFRs.
· Provide correct valuations of the products referencing new RFRs to your buy-side counterparty.

	
	
	
	Tax and hedge accounting

	☐	
	
	
	· Assess the potential impact of LIBOR transition on taxes (also consider intercompany transaction taxation).
· Assess the potential impact on the hedge accounting (IFRS, US GAAP & Swiss GAAP FER, etc.) of your own company.

	☐	
	
	
	· Inform your clients about the potential impact on their tax liability as a result of changes in existing contracts due to LIBOR transition.

	
	
	Operational requirements

	
	
	
	IT and data

	☐	
	
	
	· Assess impacted IT systems and ensure changes are resourced.
· Ensure owners of impacted systems are aware, incl. as regards the timeline.
· Make sure your IT can handle all products based on new RFRs and be aware of necessary times-to-market.
· Obtain the required market data from your data provider.
· Feed frequency (daily update needed).
· Ask software providers to confirm their readiness.

	
	
	
	Processes front to back

	☐	
	
	
	· Set up a process to mutate existing contracts from LIBOR to new RFRs.
· Make sure that enough human resources are available to alter all outstanding contracts for LIBOR transition.

	☐	
	
	
	· Train front and back office staff to handle new RFR-based products correctly.





	Derivatives and capital market

	Date: ________

	Currency: ________

	Landscape and range of application
	Inventory (volume)
	LIBOR exposure (yes/no)
	If “yes”, which tenors (ON/SN-12M)
	Contractual & residual maturity (run down >2021)
	Contractual specifics to be considered (e.g. optionalities, fallback language)
	Duties and responsibilities

	Bonds
	Floating rate notes
	
	
	
	
	
	

	Securitisation
	MBS
	
	
	
	
	
	

	
	ABS
	
	
	
	
	
	

	
	Others (e.g. CLO)
	
	
	
	
	
	

	OTC derivatives
	IR swaps
	
	
	
	
	
	

	
	FRAs
	
	
	
	
	
	

	
	IR options
	
	
	
	
	
	

	
	Basis swaps
	
	
	
	
	
	

	
	Foreign currency swaps
	
	
	
	
	
	

	
	Constant maturity swaps
	
	
	
	
	
	

	ETD
	IR futures
	
	
	
	
	
	

	
	IR options
	
	
	
	
	
	

	Mutual funds
	Money market funds
	
	
	
	
	
	

	
	Bank loan funds
	
	
	
	
	
	

	Secured funding transactions
	Repos/rev. repos incl. evergreens
	
	
	
	
	
	

	Other
	Structured notes
	
	
	
	
	
	

	
	Fair value valuations
	
	
	
	
	
	




	Loan and deposit market

	Date: ________

	Currency: ________

	Landscape and range of application
	Inventory (volume)
	LIBOR exposure (yes/no)
	If “yes”, which tenors (ON/SN-12M)
	Contractual & residual maturity (run down >2021)
	Contractual specifics to be considered (e.g. optionalities, fallback language)
	Duties and responsibilities

	Loans
	Syndicated loans
	
	
	
	
	
	

	
	Corporate loans (bilateral)
	
	
	
	
	
	

	
	SME loans (domestic)
	
	
	
	
	
	

	
	Commercial mortgages
	
	
	
	
	
	

	
	Retail mortgages
	
	
	
	
	
	

	
	Lombard
	
	
	
	
	
	

	
	Credit cards
	
	
	
	
	
	

	
	Other loans (e.g. auto loans, consumer loans)
	
	
	
	
	
	

	Deposits
	Retail deposits
	
	
	
	
	
	

	
	SME deposits
	
	
	
	
	
	

	
	Corporate deposits
	
	
	
	
	
	

	Other
	Guarantees
	
	
	
	
	
	

	
	Credit facilities
	
	
	
	
	
	

	
	Intra-company transactions
	
	
	
	
	
	

	
	Fair value valuations
	
	
	
	
	
	






