Alternative Reference Rates Committee (ARRC)
Minutes for the January 28, 2016 Meeting

The ARRC approved minutes from the December 3, 2015 meeting.

Federal Reserve staff provided updates on the Report of Selected Money Market Rates (FR 2420) and
the possible publication of a new reference rate for overnight transactions collateralized by Treasury
securities.

e The ARRC received an update on the Federal Reserve Bank of New York’s (FRBNY) plans to
begin publishing the effective federal funds rate (EFFR) and a broader overnight bank funding
rate (OBFR) based on FR 2420 data in March 2016. The update summarized information
included in the Statement Regarding the Implementation of planned Changes to the Effective
Federal Funds Rate and Publication of the Overnight Bank Funding Rate and other documents
previously released on FRBNY’s public website.

e Federal Reserve staff also called attention to the December 2015 Federal Open Market
Committee minutes, which noted the possibility that the Federal Reserve, in cooperation
with the Office of Financial Research, might publish a reference rate for overnight
transactions collateralized by Treasury securities.

e Inlight of these developments, the ARRC agreed to update their evaluation of alternative
reference rate options.

Federal Reserve staff provided an update on the potential hedge accounting treatment for a new
reference rate, based on discussions with Financial Accounting Standards Board staff.

Federal Reserve staff shared a summary of the aggregated responses from a survey of ARRC
members on potential challenges to switching to a new reference rate in contracts referencing the
EFFR, and on the number of counterparties that might be affected by such a switch. The ability of
central clearing counterparties (CCPs) in the market for centrally-cleared interest rate derivatives to
switch the reference rate from the EFFR to a new reference rate for calculating price alignment
interest (PAI) and discount curve purposes was discussed. The ARRC felt additional clarifications on
the survey results received and further research were needed to better assess the options available
in its overall implementation planning.

The Chair suggested that, ahead of the next meeting, a new subgroup be formed to provide input
into the drafting of the ARRC progress report. The progress report will discuss potential alternative
reference rates and implementation options identified by ARRC, and highlight topics where the ARRC
is seeking feedback from other market participants.
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