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This publication does not necessarily deal with every important topic or cover every aspect 

of the topics with which it deals. It is not designed to provide legal, financial or other advice.

By attending this webinar session and/ or receiving this document, you agree that neither 

First Abu Dhabi Bank or Clifford Chance are acting as your advisor (unless otherwise agreed 

in writing) and each is not providing legal or financial advice or making any recommendation 

to adhere to the ISDA 2020 IBOR Fallbacks Protocol; it being understood that any 

information or explanations pertaining to the terms of ISDA 2020 IBOR Fallbacks Protocol 

provided via this webinar session or this document shall not be considered legal or financial 

advice or a recommendation to enter into same.

Each attendee of this webinar session and recipient of this document will make its own 

independent decisions regarding whether to adhere to ISDA 2020 IBOR Fallbacks Protocol 

and as to whether such protocol is appropriate or proper for it based upon its own judgement 

and upon advice from such advisors as it has deemed necessary.

Any information which is provided on IBORs in this webinar session and this document 

should be read in conjunction with: https://www.bankfab.com/en-ae/libor-ibor-

transformation/about-conventional-products and https://www.bankfab.com/en-ae/libor-ibor-

transformation/about-islamic-products

DISCLAIMER

https://www.bankfab.com/en-ae/libor-ibor-transformation/about-conventional-products
https://www.bankfab.com/en-ae/libor-ibor-transformation/about-islamic-products
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• Introduction

• IBOR Reform – Where are we now?

• Summary of ISDA Initiatives

• Introduction to ISDA Protocols

• 2020 ISDA Fallbacks Protocol – Scope, Timeline, Issues to Consider

• 2020 ISDA Fallbacks Protocol – How to Adhere

• Concluding remarks

AGENDA



IBOR REFORM – WHERE ARE WE NOW?
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The common end-result 

is that LIBOR cannot be 

guaranteed after end-

2021

“ THE TOTAL EXPOSURE 

TO USD LIBOR, AS OF 

THE END OF 2016, IS 

CLOSE TO $200 

TRILLION, ROUGHLY 

EQUIVALENT TO 10 

TIMES U.S. GROSS 

DOMESTIC PRODUCT.” 

ARRC, 31 January 2019

“ 2020 WILL BE A PIVOTAL 

YEAR IN THE 

TRANSITION JOURNEY, 

WITH 

CRITICAL FOCUS ON 

ENABLING THE FLOW OF 

NEW BUSINESS AWAY 

FROM STERLING LIBOR.”

Tushar Morzaria, Chair, 

Working Group on Sterling 

Risk-Free Reference Rates

“ THE BASE CASE 

ASSUMPTION SHOULD 

BE THAT THERE WILL BE 

NO LIBOR PUBLICATION 

AFTER END-2021.”

Andrew Bailey, 15 July 2019

Reform of “interbank offered rates” (IBOR) has been a 

priority for global regulators, with London Interbank 

Offered Rates (LIBOR) ceasing to exist from end-2021

BACKGROUND
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ALTERNATIVES TO LIBOR

Currency Alternative 

Reference 

Rate

Administrator Working Group Secured? Publicati

on time

Description Overnight Rate 

Available?

Term Rate 

Available?

GBP Reformed 

SONIA (Sterling 

Overnight Index 

Average)

Bank of 

England

Working Group on 

Sterling Risk-Free 

Reference Rates


09:00 

GMT, T+1

Unsecured overnight 

rate based on the rate at 

which interest is paid on 

sterling short-term 

wholesale funds where 

credit, liquidity and other 

risks are minimal

✓ 

Planned Q3 2020 

(beta term rate for 

testing purposes)

USD SOFR (Secured 

Overnight 

Financing Rate)

Federal 

Reserve Bank 

of New York

Alternative 

Reference Rates 

Committee 

(ARRC)

✓
08:00 ET, 

T+1

Secured rate based on 

transactions in the US 

Treasury repo market

✓ 

Planned H1 2021

JPY TONAR (Tokyo 

Overnight 

Average Rate)

Bank of Japan Study Group on 

Risk-Free 

Reference Rates


10:00 

JST, T+1

Unsecured rate based 

on uncollateralised 

overnight call rate 

market transactions

✓ 

Under 

consideration

CHF SARON (Sales 

Average Rate 

Overnight)

SIX Exchange National Working 

Group on Swiss 

Franc Reference 

Rates

✓
12:00, 

16:00 and 

18:00 

CET same 

day

Secured rate based on 

data from the Swiss repo 

market

✓ 

A robust 

derivatives-based 

term rate is 

unlikely to be 

feasible

Euro €STR 

(European 

Short-Term 

Euro Rate) –

alternative rate 

to EONIA

European 

Central Bank

Working Group on 

Risk-Free 

Reference Rates 

for the Euro Area


09:00 

CET, T+1

Unsecured rate to reflect 

wholesale euro unsecured 

overnight borrowing 

transactions with 

financial counterparties

✓ 

Under 

consultation



SUMMARY OF ISDA INITIATIVES 
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Some examples of ISDA initiatives to date on IBOR reform 

include:

• Alternative Reference Rate Definitions (SONIA, SOFR, ESTR)

• Consultations on issues relating to Value Transfer, Term Adjustment, Credit 

Spread Calculation

• Appointment of Bloomberg Index Services Limited (BISL) to calculate and 

publish adjustments related to fallbacks

• Consultations on the inclusion of Pre-Cessation Trigger for LIBOR based 

derivatives

• Publication of the ISDA 2020 IBOR Fallbacks Protocol and ISDA 2020 IBOR 

Fallback Supplement

The International Swaps and Derivatives Inc. (ISDA) is one of the main trade associations who 

had identified various key workstreams relating to IBOR reforms, establishing working groups 

and seeking market consultation on issues identified by the working groups. 

ISDA INITIATIVES

INSIGHT INTO THE ISDA 2020 IBOR FALLBACKS PROTOCOL
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Public list of adhering parties: 

▪ ISDA publishes standard 

amendment terms

▪ Adhering party agrees to include 

the terms of an ISDA Protocol into 

their contracts with all other 

adhering parties to the same 

ISDA Protocol (called "Protocol 

Covered Agreements")

▪ An adhering party automatically 

amends its Protocol Covered 

Agreements with any other 

adhering party.

ISDA PROTOCOLS

Open to non-ISDA members

Non-ISDA members can also adhere to an ISDA Protocol. 

How they generally work:A well established process:

ISDA publishes lists of adhering 

parties for each ISDA Protocol on its 

website so that parties can see 

which of their contracts with which 

other adhering parties have been 

amended by the same ISDA 

Protocol.

Well established process developed 

by ISDA to enable market 

participants to amend a large 

number of bilateral contracts in a 

cost and time efficient manner.

First developed to allow parties to 

make amendments to ISDA Master 

Agreements to deal with European 

Monetary Union on a multi-lateral 

standard basis.

A quick introduction
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EXAMPLES OF ISDA PROTOCOLS

ISDA 2018 
U.S. 

Resolution 
Stay 

Protocol

ISDA 2016 
Variation 
Margin 

Protocol

ISDA 2015 
Universal 

Resolution 
Stay 

Protocol

ISDA 2014 
Collateral 
Negative 
Interest 
Protocol

ISDA 2013 
EMIR Port 

Rec, Dispute 
Res and 

Disclosure 
Protocol

ISDA 2013 
EMIR NFC 

Representation 
Protocol

ISDA March 
2013 DF 
Protocol

ISDA 2012 
FATCA 

Protocol

ISDA Close 
Out Amount 

Protocol

2002 ISDA 
Master 

Agreement 
Protocol

ISDA 2020 IBOR 

Fallbacks Protocol



2020 IBOR FALLBACKS PROTOCOL
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Purpose of ISDA 2020 IBOR Fallbacks Protocol is to 

help market participants:

• amend legacy contracts

• that reference a relevant IBOR to 

• include robust contractual fallbacks to alternative risk 

free rates

• upon the occurrence of an "Index Cessation Event“

PURPOSE OF 2020 IBOR FALLBACKS PROTOCOL

Suite of documents published by ISDA:

• ISDA 2020 IBOR Fallbacks Supplement  

• ISDA 2020 IBOR Fallbacks Protocol  

– Adherence Letter + Attachment containing amendments to 

Covered ISDA Definitions Booklets

• Protocol FAQs

• Template Bilateral Documents 

– Allows some tailoring of Protocol terms

• Outline of Bilateral Documents with descriptions

Purpose

Documents 

published by 

ISDA

INSIGHT INTO THE ISDA 2020 IBOR FALLBACKS PROTOCOL



2020 IBOR FALLBACKS PROTOCOL – SCOPE
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Covered ISDA Definitions 

Booklets

• 2006 ISDA Definitions 

• 2000 ISDA Definitions

• 1998 ISDA Euro Definitions

• 1998 Supplement to the 1991 ISDA 

Definitions

• 1991 ISDA Definitions

Protocol Covered Agreements include:

• Protocol Covered Confirmations

• Protocol Covered Master Agreements

• Protocol Covered Credit Support Documents

so long as:

– they are uncleared swap transactions

– incorporate a Covered ISDA Definitions Booklet

– use a Relevant IBOR “as defined” in, or otherwise provides that the 

Relevant IBOR has the meaning given in, a Covered ISDA Definitions 

Booklet (regardless of whether such Covered ISDA Definitions Booklet is 

incorporated in full in that document)

– references a Relevant IBOR, howsoever defined.

What is a Protocol Covered Agreement?

PROTOCOL COVERED AGREEMENTS
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Master 
Agreements

Additional 
Master 

Agreements

Credit 
Support 

Documents

Additional 
Credit 

Support 
Documents

PROTOCOL COVERED DOCUMENTS
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London interbank offered rate

• sterling LIBOR

• Swiss franc LIBOR

• U.S. dollar LIBOR

• euro LIBOR 

• Japanese yen LIBOR 

RELEVANT IBOR

LIBOR

LIBOR (London interbank offered rate) with no 

reference to, or indication of, the currency of the 

relevant LIBOR (London interbank offered rate)

Other IBORs

• euro interbank offered rate

• Japanese yen Tokyo interbank offered rate

• euroyen Tokyo interbank offered rate

• bank bill swap rate 

• Canadian dollar offered rate

• Hong Kong interbank offered rate

• Singapore dollar swap offer rate 

• Thai baht interest rate fixing

in each case, howsoever defined or described 

(whether in English or in any other language) 

in the relevant Protocol Covered Document. 
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IBOR administrator announcement

“A public statement or publication of information 

by or on behalf of the administrator of the 

Relevant IBOR announcing that it has ceased or 

will cease to provide the Relevant IBOR 

permanently or indefinitely, provided that, at the 

time of the statement or publication, there is no 

successor administrator that will continue to 

provide the Relevant IBOR.”

“PERMANENT CESSATION” TRIGGERS 

INDEX CESSATION EVENT – ALL IBORS

Supervisor or central bank announcement

“A public statement or publication of information by 

the regulatory supervisor for the administrator of 

the Relevant IBOR, the central bank for the 

currency of the Relevant IBOR, an insolvency 

official with jurisdiction over the administrator for 

the Relevant IBOR, a resolution authority with 

jurisdiction over the administrator for the Relevant 

IBOR or a court or an entity with similar insolvency 

or resolution authority over the administrator for the 

Relevant IBOR, which states that the administrator 

of the Relevant IBOR has ceased or will cease to 

provide the Relevant IBOR permanently or 

indefinitely, provided that, at the time of the 

statement or publication, there is no successor 

administrator that will continue to provide the 

Relevant IBOR.”
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Pre-cessation announcement by 

Financial Conduct Authority

“If the Relevant IBOR is GBP LIBOR, CHF 

LIBOR, USD LIBOR, euro LIBOR, JPY LIBOR, 

the Singapore dollar swap offer rate or the Thai 

baht interest rate fixing, a public statement or 

publication of information by the regulatory 

supervisor for the administrator of such 

Relevant IBOR (or, if the Relevant IBOR is the 

Singapore dollar swap offer rate or the Thai baht 

interest rate fixing, by the regulatory supervisor for 

the administrator of U.S. dollar LIBOR) 

announcing that (i) the regulatory supervisor 

has determined that such Relevant IBOR is no 

longer, or as of a specified future date will no 

longer be, representative of the underlying 

market and economic reality that such

The Pre-cessation Trigger will apply to LIBORs only.

PRE-CESSATION TRIGGER

INDEX CESSATION EVENT (CONT)

Relevant IBOR is intended to measure and that 

representativeness will not be restored and (ii) 

it is being made in the awareness that the 

statement or publication will engage certain 

contractual triggers for fallbacks activated by 

pre-cessation announcements by such 

supervisor (howsoever described) in contracts, 

provided that, if either the Singapore dollar swap 

offer rate or the Thai baht interest rate fixing is the 

Relevant IBOR, references to the “Relevant IBOR” 

in subparagraphs (a), (b) and (c)(i) above of this 

definition of “Index Cessation Event” will be 

deemed to be references to U.S. dollar LIBOR.”
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TERM ADJUSTED RISK FREE RATE PLUS SPREAD 

ADJUSTMENT

FALLBACK RATES

Term Adjusted Risk Free 
Rate

▪ Relevant Risk Free Rate is compounded over an accrual period corresponding to the tenor of the 

relevant IBOR

▪ The start of the accrual period is determined by following the market convention Reference Spot 

Lag and then applying a two business day backward shift

▪ The compounded rate is annualized

▪ Day count convention adjusted to match that of the corresponding IBOR

Spread Adjustment

▪ Calculated and published by Bloomberg Index Services Limited

▪ Historical five-year median difference between relevant IBOR and corresponding risk free rate

▪ Spread adjustment is “static” i.e. it will be calculated once following the occurrence of the fallback 

trigger

▪ Different spread adjustments for different tenor pairs e.g. 3 month GBP LIBOR to 3 month term 

adjusted SONIA, 6 month USD LIBOR to 6 month term adjusted SOFR



2020 IBOR FALLBACKS PROTOCOL - TIMELINE
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2020 FALLBACKS PROTOCOL - TIMELINE

ISDA 

Announcement

9 October 2020

L

Launch 

Date

23 October 

2020

E

Protocol 

Effective Date

25 January 2021

Protocol open for 

“adherence in 

escrow”

Protocol 

open for 

public 
adherence

Earliest effective date 

for the amendments 

between two adhering 
parties

I

Implementation 

Date

Effective date for the 

amendments between two 

adhering parties when the 

later of both parties have 
adhered to the Protocol

Index 

Cessation 

Event

Protocol Fallback 

Rate becomes the 

operative rate under 

Protocol Covered 
Agreement



2020 IBOR FALLBACKS PROTOCOL – ISSUES TO CONSIDER
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ISSUES TO CONSIDER

Local Law 
Master 

Agreements

Due Diligence 

Guarantees / 
Security 

Arrangements

Third Party 
Consents

Hedging 
Transactions 

Tax, 
Accounting, 
Regulatory 
Compliance

Acting as 
Agent



2020 IBOR FALLBACKS PROTOCOL – HOW TO ADHERE
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Registration

• Obtain Legal Identifier Number - not required if you 

already have one

• The ISDA 2020 IBOR Fallbacks Protocol is now open 

for adherence at: https://www.isda.org/protocol/isda-

2020-ibor-fallbacks-protocol/

• Login/ Create ISDA account – first time users will need 

to create a new ISDA user account

After reviewing the ISDA 2020 IBOR Fallbacks Protocol 

in light of your objectives, if you wish to adhere to the 

protocol:

HOW TO ADHERE TO ISDA PROTOCOL

Complete Adherence Letter

• Form of Adherence Letter is included as Exhibit I of the 

ISDA 2020 Fallbacks Protocol, but will be completed 

electronically after login

• Designate contact person* – to receive notifications 

from ISDA

• Authorised Signatory* – must be named when 

Adherence Letter is submitted

* contact details will not be published on ISDA’s website.

Submission of Adherence Letter

• Signed copy of Adherence Letter can be uploaded to 

user

• Adherence fee:

– Fee levels set out at Question 9(F)/ p.28 of Protocol 

FAQs

– One-time fee payable at check-out stage

Acceptance of adherence

• Once submitted along with fee, notification of 

acceptance or “pending” by ISDA

• Upon acceptance, you will be included in the list of 

“Adhering Parties” on the ISDA website along with a 

redacted copy of the Adherence Letter

• To see other Adhering Parties to the ISDA 2020 IBOR 

Fallbacks Protocol, see “View Adhering Parties” – 261 

Adhering Parties as at 25 October 2020

https://www.isda.org/protocol/isda-2020-ibor-fallbacks-protocol/
http://assets.isda.org/media/3062e7b4/08268161-pdf/
http://assets.isda.org/media/3062e7b4/3cfa460a-pdf/
https://www.isda.org/protocol/isda-2020-ibor-fallbacks-protocol/adhering-parties
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ISDA Materials

• Benchmark Reform and Transition from LIBOR

– microsite for information from ISDA relating to 

financial benchmark reform and the transition 

from LIBOR

• ISDA 2020 IBOR Fallbacks Protocol – including 

form of Adherence Letter

• Protocol FAQs

• Step-by-step guide on how to adhere to ISDA 

2020 IBOR Fallbacks Protocol 

LEIs

• Guide on how to obtain a Legal Identifier 

Number (LEI)

Clifford Chance briefing

• ISDA IBOR Benchmark Fallbacks Supplement 

and Protocol: key considerations

FURTHER INFORMATION

LIBOR working groups:

Currency Alternative Reference Rate Working Group

GBP Sterling Overnight Index 

Average (SONIA)

Working Group on 

Sterling Risk-Free 

Reference Rates

USD Secured Overnight Financing 

Rate (SOFR)

Alternative 

Reference Rates 

Committee (ARRC) 

JPY Tokyo Overnight Average Rate 

(TONAR)

Study Group on 

Risk Free Reference 

Rates

CHF Sales Average Rate Overnight 

(SARON)

National Working 

Group on Swiss 

Franc Reference 

Rates

Euro European Short-Term Euro 

Rate (€STR) – alternative to 

EONIA

Working Group on 

Euro Risk-Free 

Rates

https://www.isda.org/2020/05/11/benchmark-reform-and-transition-from-libor/
http://assets.isda.org/media/3062e7b4/08268161-pdf/
http://assets.isda.org/media/3062e7b4/3cfa460a-pdf/
http://assets.isda.org/media/3062e7b4/562d1a52-pdf/
https://www.leiroc.org/lei/how.htm
https://www.cliffordchance.com/briefings/2020/09/isda-benchmark-fallbacks-supplement-and-protocol--key-issues-and.html
https://www.bankofengland.co.uk/markets/transition-to-sterling-risk-free-rates-from-libor
https://www.newyorkfed.org/arrc/index.html
https://www.boj.or.jp/en/paym/market/sg/index.htm/
https://www.snb.ch/en/ifor/finmkt/fnmkt_benchm/id/finmkt_reformrates
https://www.ecb.europa.eu/paym/initiatives/interest_rate_benchmarks/WG_euro_risk-free_rates/html/index.en.html


CONCLUDING REMARKS
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ANNE DRAKEFORD

Anne is a Partner in Clifford Chance’s 

International Financial Markets and 

Derivatives Group. Anne specialises in 

derivatives and structured finance, in 

particular credit and equity derivatives, loan 

CDS, synthetic CDO’s, asset backed 

securities and hedging aspects of 

securitisations, covered bond transactions 

and loan financing.

She also has considerable experience in 

managing extensive documentation reviews 

and contract remediation exercises for 

major international banks.
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Her experience includes:

• Member of the ECB working group on euro risk 

free rates

• Member of the ISDA Interest Rate Definitions 

Working Group

• Advising on a full range of financial market 

products including OTC fixed income and equity 

based derivatives

• Advising on transactional securities including 

synthetic CDOs, credit and equity linked notes 

and asset backed securities

• Advising on structured note programmes 

including their establishment and individual note 

issuances

• Advising on and documenting contingent FX 

options and contingent FX transactions for 

corporate acquisitions and disposals.

• Advising on structured solutions for risk 

mitigation exercises

• Advising on collateral arrangements and 

domestic and cross border security issues

• Advising on hedging documentation for and 

derivatives related aspects of acquisition 

finance, project finance and real estate finance 

transactions including fixed rate loans

• Advising on rating compliant hedging 

documentation and corresponding back to back 

swap transactions for securitisations and 

covered bonds

• Advising on and managing extensive 

documentation reviews for major international 

bank risk management exercises

• Advising on derivatives aspects and strategy in 

connection with portfolio disposals/acquisitions.

PARTNER, LONDON

ANNE DRAKEFORD

PARTNER

T +44 207 006 8568

E anne.drakeford@

cliffordchance.com
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CHEUK-YIN CHEUNG
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COUNSEL, UAE

Cheuk-Yin has successfully built and heads our 

Financial Products Group in the Middle East, 

making Clifford Chance the only international 

law firm with on-the-ground expertise to service 

derivatives and structured products. 

She has a unique transaction portfolio which 

includes award-winning one-of-a-kind structured 

debt deals, bespoke asset-backed collateralised 

financings, strategic bank reform and financial 

markets infrastructure projects. She is at the 

forefront of regulatory reforms impacting 

regional financial markets and regularly advises 

the International Swaps and Derivatives 

Association on development of regional 

legislation. Her work on both legislative and 

transaction levels give her an unparalleled 

insight into the practicalities of market and 

systemic reforms in light of developing financial 

regulations.

Her experience includes:

• International Swaps and Derivatives 

Association on various Middle East legislative 

projects, in particular on issues of netting, 

financial collateral and their interaction with 

insolvency and security laws

• Regional IBOR reform: engaging and advising 

major regional financial institutions and project 

developers on the effects of benchmark 

transition for legacy and future portfolios

• Cross-product hedging/ IBOR reform: 

advising hedge providers and project sponsors 

on hedging issues and documentation aspects 

of project finance and corporate loans. This has 

been particularly instrumental in assisting the 

transaction parties formulate solutions which 

would enable the hedge providers to remain 

aligned with market consensus whilst providing 

project sponsors with opportunities to mitigate 

the effects of cross-product alignment if 

benchmark rates diverge between the loan and 

the project hedges

• Structured collateralised financings: advising 

international and regional financial institutions 

on “firsts” for structured collateralised financings 

to raise liquidity from balance sheet assets

• Product development: advising a range of 

financial institutions on conventional and Islamic 

structured product development and template 

documentation

• Structured debt programmes: advising 

international and regional financial institutions 

on establishment and issuances of conventional 

and Shari’a compliant structured and 

repackaging note programmes

• OTC reform: international and regional financial 

institutions on implementation and compliance 

with G20 reforms for uncleared and cleared 

OTC trades, including structured solutions in 

response to regional netting issues

• Financial Markets Infrastructure: UAE stock 

exchanges on clearing, collateral and default 

rules

• Netting: international financial institutions on 

UAE and DIFC netting analysis for regulatory 

capital and EMIR requirements

• Collateral and enforcement: international 

financial institutions on collateralisation of 

structured products, OTC derivatives and  

margin lending

• DIFC Authority on the preparation of the 

Financial Collateral Regulations to the Law of 

Security

• Recovery and Resolution: advising regional 

regulators and selected G-SIBs on recovery and 

resolution frameworks and planning
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TOPIC GUIDES
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Clifford Chance Topic Guides bring together our expertise and information on specific topics. They provide access to a summary of latest 

developments as well as to other resources such as Clifford Chance materials and contacts, legislation and official publications.

The IBOR transition & new risk-free rates Topic Guide focuses on the replacement of IBORs and the new risk free rates, including the transition from 

LIBOR, current LIBOR reform and administration, and the reform and administration of other major benchmarks.

The Regulation of Benchmarks Topic Guide focuses on legislative developments on the regulation of benchmarks, including the EU Benchmarks 

Regulation.

https://financialmarketstoolkit.cliffordchance.com/en/topic-guides/ibor-transition-and-new-risk-free-rates.html#undefined
https://financialmarketstoolkit.cliffordchance.com/en/topic-guides/regulation_of_benchmarks.html#undefined
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