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Executive Summary

Regulators in the United Kingdom - especially the Financial Conduct Authority (FCA), the body overseeing 
LIBOR – are actively promoting the retirement of LIBOR in its current form. Regulators around the world 
have also begun to request information about transition plans from key market participants. At the same 
time, some regulators and market participants have also begun developing and offering new reference 
rates. In some cases, these new rates are literally just another London interbank offered rate panel that 
continues the spirit of the official LIBOR rate, simply under new administration. Other proposed rates, such 
as SOFR and SONIA, reflect materially different risk measurements or calculation approaches. Key to the 
analysis of such risks in existing contracts is the fallback provision: a discussion of what happens when 
unexpected states - like the unavailability of LIBOR - occur.

While some LIBOR-linked agreements may contain explicit “fallback” provisions that address how to 
determine applicable interest rates if the LIBOR rate becomes unavailable, these provisions were typically 
drafted and negotiated under the assumption of brief delays or interruptions to LIBOR, not permanent 
unavailability. When official LIBOR rates are no longer available, the problem will be systemic, because 
where such fallback provisions do exist, they generally delegate unilateral powers to certain parties or 
provide for an alternative reference rate with materially different interest economics and risk exposures. 
Where such fallback provisions do not exist at all, here be dragons. In these situations, all players will be 
under pressure to review their portfolios to assess risk and understand options.

These agreements are often primary financing facilities or revenue streams for companies, local 
governments, and investors; there are clear winners and losers. Asymmetric negotiating power and 
litigation budgets will prove to be systemic issues. Separately, many organizations hold assets on- and 
off-balance sheet whose valuations under IFRS1 and GAAP are linked to LIBOR and its term structure. 
Presently, these factors taken together represent only one certainty around LIBOR: that parties all around 
the world stand to potentially experience trillions of dollars of unintended risk transfer and loss.

Most organizations and investors around the world will be affected, directly or indirectly, by a transition 
away from LIBOR. A small number of these organizations are aware of the problem, and an even smaller 
number have begun identifying and managing these risks within their own contracts and throughout their 
supply chain.

Significant uncertainty surrounds the future of the London Interbank Offered Rate (LIBOR) 
framework, which underpins at least two to four hundred trillion dollars in commercial and financial 
contracts around the world.

1  IFRS 16 is an International Financial Reporting Standard (IFRS) promulgated by the International Accounting Standards Board (IASB) providing  
 guidance on accounting for leases.
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There are many ways organizations can manage this LIBOR uncertainty. Many of these approaches rely 
on manual review by internal resources, traditional law firms, or alternative legal service providers. The 
clock is ticking, though, and the supply of qualified reviewers is limited. Technology-assisted review (TAR) 
systems, implemented by software platforms like Elevate’s Ecosystem Legal Management (ELM) using 
Natural Language Processing (NLP), are gaining popularity as rapid, reliable, and cost-effective methods 
to improve manual review. Furthermore, technology-assisted review can help organizations to improve 
contract management maturity and develop reusable capabilities.

While the best approach for each organization will depend on its strategy, budget, and risk preferences, 
it is imperative that executives and boardrooms foster a vigorous, solution-oriented plan within their 
organizations today.

LIBOR

What Is LIBOR?
First introduced by the British Bankers’ Association (BBA) in 1986, the London Interbank 
Offered Rate (“LIBOR” or “LIBO”) is the most-referenced interest rate average in global finance; 
the Alternative Reference Rates Committee (ARRC) and International Swaps and Derivatives 
Association (ISDA) separately estimate that between USD 200-400 trillion in issued products 
have been indexed to the rate. Trillions of additional dollars in products are likely valued on- and 
off-balance sheet using LIBOR and its term structure, including floating-rate notes, floating-rate 
mortgages to both commercial and residential buyers, and other securities.

Presently, LIBOR is overseen by the Financial Conduct 
Authority (FCA), an independent self-regulatory body in 
the United Kingdom. LIBOR calculation is administered by 
the Intercontinental Exchange (ICE), and its publication is 
managed by Thomson Reuters. Each business day before 
11AM GMT, ICE surveys panel banks, asking how much they 
would charge other banks for reasonable borrowing across 
five currencies (USD, GBP, CHF, EUR, and JPY) and seven 
time durations. The results of this survey are adjusted to 
exclude the extremes, and they are averaged, transmitted to 
Thomson Reuters, and disseminated to market participants.

The ARRC and the ISDA 
separately estimate that 
between 200 – 400 trillion 
USD in issued products have 
been indexed to the rate.
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Why Is LIBOR Used?

At its heart, LIBOR is an interest rate that many parties rely on to calculate interest and lease payments, 
variable lease payments, and valuations of corresponding assets and liabilities. 

Like a prime lending rate or a risk-free sovereign rate, LIBOR is intended to measure a specific “baseline” 
or “reference” rate of risk in the market for borrowing in certain currencies. As the words London and 
Interbank suggest, the specific risk that LIBOR is intended to measure is the risk or credit-worthiness of 
the largest global banks with London offices. In theory, the interest rate reported in this interbank market 
should reflect a “floor” or “baseline” of risk for private borrowers, excepted only by sovereign borrowers 
such as the treasuries of the US or Germany.

All other borrowers – from blue-chip corporates to municipalities to individual households – should have a 
higher level of risk or lower credit-worthiness than that reflected by LIBOR. This difference between what 
banks pay to each other under LIBOR, and what they charge to other borrowers, is the so-called “spread” 
or “margin” commonly quoted in percentage points or basis points (1/100th of a percent).

As an example, Amazon.com, Inc. was charged between 0.6% and 1.0% above LIBOR for a revolving credit 
facility agreement in 2016 (“L1M+60-100”).2  At the other end of the spectrum, residential adjustable-
rate mortgages (ARMs) in the United States have recently been priced between 2.0% and 4.0% above 
12-month LIBOR (L12M+200-400).3  No matter where on this spectrum a loan’s interest rate falls, LIBOR 
has provided a stable base interest rate that banks and other lending institutions can anchor their loan 
agreements to.

Where Is LIBOR Used?

According to a study conducted by the ARRC - the body 
tasked by the Federal Reserve Board and the New York Fed 
to help smooth the transition away from LIBOR - at least USD 
200 trillion in assets are tied to LIBOR, across a number of 
different asset classes.4 

Interest rates and currency swaps, unsurprisingly, represent 
some of the biggest asset classes impacted by LIBOR, but 
everything from mortgage-backed securities, to consumer 
and business loans, to floating-rate municipal bonds, is also 
impacted by LIBOR.

2  Data found at the SEC’s EDGAR database: https://www.sec.gov/Archives/edgar/data/1018724/000101872416000286/amzn-20160630xex101.htm
3  See generally: https://www.erate.com/libor
4  Image based on data in “Second Report,” (ARRC, March 2018), available at: https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2018/
ARRC-Second-report
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Total Asset Value: 8.3 trillion USD
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Total Asset Value: 8.3 trillion USD

While the lion’s share of assets tied to LIBOR are in credit agreements and derivatives, this chart shows how 
pervasive its use has become in a wide variety of other financial instruments.

It is important to note that while much of the attention around LIBOR has been focused on its usage in 
financial instruments and commercial contracts, LIBOR is also relied upon in many accounting and valuation 
contexts. Organizations, including corporations and governments, frequently use LIBOR as a discount rate 
in many calculations, and the absence of this benchmark rate would require parties to not only update 
their statistical models, but also change their valuations and even their balance sheets. The disappearance 
of LIBOR will require the same kinds of prospective or retroactive changes necessary for other loan 
agreements, but because the bodies that set accounting standards do not yet have firm guidance on how to 
treat the unavailability of LIBOR or how to incorporate its potential successors, it’s difficult for parties to plan 
ahead with specific steps. Furthermore, the uncertainty surrounding changes to GAAP will likely vary across 
standards boards, as the GASB, FASB, and IASB may proceed with  
differing recommendations.5 

5  “The Accounting Impact of the LIBOR Transition,” (KPMG, 2018), available at:  
 https://advisory.kpmg.us/content/dam/advisory/en/pdfs/2018/preparing-for-the-libor-transition.pdf
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How Is LIBOR Used?

LIBOR affects a variety of financial and commercial contracts, as well as the valuation of assets held by 
various parties. When incorporated into financial and commercial contracts, LIBOR is typically used for 
interest or lease payment calculations and is defined as a baseline, benchmark, or reference rate. In credit 
agreements, for example, LIBOR is the usual baseline rate for eurodollar or eurocurrency loans. Within a 
specific contract, the structure for LIBOR provisions can be complex, with many provisions related to  
several types of borrowing facilities, some of which are LIBOR-governed and some of which are not.  
Each borrowing facility will have a borrowing rate, usually defined using a reference rate, and a related 
margin rate.

Review is further complicated by the use of inconsistent nomenclature across libraries of commercial 
documents. For example, where one contract refers to a “Eurodollar Rate,” another contract might reference 
a “LIBOR Rate,” while a third references a “Base Rate.”

Although the essential structures for borrowing interest calculations are generally uniform, the specifics 
within a particular agreement will be spread through a variety of contract and definition provisions. To 
understand the complexity involved, consider these provisions taken from a typical credit agreement:

Provision 2 
“LIBOR” shall mean, with respect to a LIBOR Rate Loan 
for the Interest Period applicable thereto, the rate of 
interest determined by Lender at which deposits in dollars 
for the relevant Interest Period and comparable in amount 
to the LIBOR Rate Loan in question are offered based on 
information presented on the Telerate Screen as of 11:00 
A.M. (London time) on the day which is two (2) Business 
Days prior to the first day of such Interest Period. 

if Telerate ceases to provide LIBOR quotations, such 
rate shall be the average rate of interest determined by 
Lender at which deposits in U.S. dollars are offered for 
the relevant Interest Period by Lender (or its successor) 
to banks with combined capital and surplus in excess of 
$500,000,000 in the London interbank market as of 11:00 
A.M. (London time) on the applicable Effective...

Both of these examples are fairly lengthy and consist of several important dependent and independent 
clauses. They do not exist in a vacuum.

In fact, there are several different ways in which a contract can be linked to the LIBOR framework interest 
rates, and everything from the spread to the fallback provisions may be affected by a discontinuation of 
LIBOR. The chart below shows just a handful of these possibilities.

Provision 1 
(a) with respect to any Borrowing 
(i) denominated in a LIBOR Quoted 
Currency, the rate per annum equal 
to the London Interbank Offered 
Rate (“LIBOR”) or a comparable or 
successor rate which rate is approved 
by the Administrative Agent [...] for 
deposits in the relevant currency [...] 
and (ii) denominated in any Non-LIBOR 
Quoted Currency, the rate per annum 
as designated with respect to such 
Alternative Currency at the time such 
Alternative Currency is reasonably 
approved by the Administrative Agent 
and the Lenders.

https://elevateservices.com/
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Flowchart showing the complexity of LIBOR issues in syndicated loan agreements

Road map to LIBOR related interest rate provisions in 
common complex syndicated loan agreements

(C) Copyright 2019, Elevate Services, Inc
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When Will LIBOR Transition?

There is a lot of work to do between today and the day LIBOR finally goes dark. While no official date has 
been set, the Financial Conduct Authority has stated that by the end of 2021 it will be seeking to establish 
alternative reference rates.6 

Many alternative rates are already in play, such as SONIA, Euribor, and the ARRC’s recommended 
SOFR (Secured Overnight Financing Rate). None of these rates, however, have enjoyed the ubiquity and 
prominence of LIBOR, and all of them have their detractors.

In fact, a review of corporate annual reports shows that today’s level of concern over the LIBOR issue is 
high, while also demonstrating a lack of concrete solutions. Out of 12,686 quarterly 10-Q and annual 10-K 
filings thus far in 2019, only 5,805 (46%) mention LIBOR as related to their borrowing costs or as a material 
risk factor, and only 700 of those documents affirmatively discuss SOFR or SONIA.

6  See, “FCA statement on LIBOR panels,” (Financial Conduct Authority, 2017), available at: https://www.fca.org.uk/news/statements/fca-statement- 
 libor-panels

LIBOR Only
40.24%

No Rate Mentioned
54.24%

LIBOR + SOFR and SONIA
0.07%

LIBOR + SONIA
0.03%

LIBOR + SOFR
5.42%

This unfortunately leaves many financial sectors facing a host of potentially undesirable outcomes. 
Financial institutions and regulators are looking for replacement rates, but in the meantime there is an 
astounding number and variety of contracts that critically depend on LIBOR continuing as usual. In the 
absence of a clear consensus with detailed transition plans, uncertainty and confusion reign. What will the 
new standard be? Will it vary by jurisdiction, product, or counter-party? Will it be SOFR, SONIA, Euribor, 
or some other sovereign base? More importantly, regardless of the replacement, how will real agreements 
and portfolios be affected, from a risk perspective? 

Prevalence of reference rates in corporate filings (SEC)
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Playbook Design

Document Review Team

Document Review

3 Process  
Components

Manual Review 
Traditionally, large scale document review projects are managed using a structured manual review 
process. This process has three principal components: a review playbook, a document review team, 
and a document review platform. The review playbook is the plan for performing the large-scale review. 
It provides guidance on how to identify the specific documents that need in-depth review, provides 
instructions on how to perform the review, and defines the tasks needed in response to the review of  
each document. 

The document review team contains the personnel that will actually perform the document-by-document 
review. Document review platforms are the software solutions that help keep the document review set 
organized, provide the review environment, allow reviewers to mark relevant information found in the 
document, and tag the documents based on the information found.

The playbook will, at a minimum, need to identify the types of documents 
likely to appear in the review set, and provide information about which 
documents require detailed review. The playbook should contain a list 
of data types the reviewer needs to identify from each document, and 
instructions on how to tag the document based on that information.  
The playbook should also contain instructions for disposition of the 
document post-review - i.e., what the next steps are for each document. 
The amount of work needed to develop a sufficient playbook will be 
inversely proportional to the review team’s level of expertise. A review 
team comprised of senior-level commercial finance lawyers, for example, 

will need only basic guidelines to ensure all the team members are operating on the same page.  
In contrast, an outsourced review team, composed primarily of junior attorneys without experience in the 
commercial finance field, will require a highly detailed playbook. Syndicated credit agreements, credit 
swap agreements, and securitizations are highly technical documents with specialized terminology. 
Developing suitable playbooks will require iterative processes alongside training of review teams. As 
teams learn how to understand and evaluate the contract structures and terminology, the training process 
will identify gaps in the playbook that can then be adjusted accordingly.

Solutions to the LIBOR Problem

Whether or not an organization has been preparing for the LIBOR transition, it will still need to 
collect, review, and track its contract portfolio to evaluate risks and determine where in the transition 
process its portfolio is. Like the Y2K software remediation process two decades ago, this effort 
will be industry-wide and will take place under deadlines. Even though the exact needs for review 
and remediation solutions might not all be identified yet, financial institutions and the companies 
servicing them can start to think through potential solutions today. 

https://elevateservices.com/
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Manual review is a slow process, particularly for the complex contracts involved in LIBOR analysis. Review 
speeds will depend on the knowledge base of the reviewers, but even highly knowledgeable attorneys will 
have to spend significant amounts of time making sure they have identified the relevant provisions within 
contracts that often exceed 100 pages. Our benchmarking tests using experienced document review 
professionals indicate that reviewing and tagging a syndicated loan agreement can take less than an hour 
for an attorney with experience working with credit agreements, but up to 3 hours for an attorney without 
prior experience.

The third and final component, the document review platform, provides the technical tools for managing 
the review process. The contract set is loaded into the review platform, which then helps control the 
workflow, ensures that all documents are reviewed, and stores the results of the review process. The 
document review platform also handles processing the documents from the original electronic format 
into formats that are suitable for use by the review platform. Software costs are usually segmented - with 
separate charges for seat licenses, per document charges for processing, and fees for document storage. 
Together, these costs can equal about 25% of the total cost of the traditional manual review process. 7

Technology-Assisted Review (TAR)

Simply put, the amount of document review required to address LIBOR issues requires more than pure 
manual review. Highly trained senior attorneys with the expertise to do accurate manual review are in 
short supply; the processes needed to train, monitor, and manage large groups of manual reviewers are 
cumbersome and time-consuming; and the potential is high for costly financial risks due to errors. It is 
likely that only very small review jobs will be performed using purely manual processes – and even there, 
the benefit from technology-assisted review (TAR) may be sufficiently large to justify the cost of using 
software systems.

Unlike the TAR systems that have become the standard in performing discovery review, TAR systems 
for LIBOR contract review will come designed specifically for the complex financial services contracts 
the LIBOR problem affects. The TAR process is similar in some respects to the manual review process, 
with the contract review platform using algorithmic techniques to highlight information for the reviewer 
and automate parts of the review process. This reduces review and tagging time, minimizes errors by the 
human reviewer, and provides a review framework that can reduce training time.

The Technology-Assisted Review Process Consists of Nine Primary Steps:

1. Planning and Playbook Design 
The client will need to work with the software vendor in order to plan the document review process 
and, in some cases, develop a playbook for negotiation. This process will involve the client’s in-
house or outside counsel who are experienced in financial services documentation, the client’s 
operations professionals, and the vendor’s personnel, which should include attorneys familiar with 
both the LIBOR review process and the technology solution.

7  “Where the Money Goes: Understanding Litigant Expenditures for Producing Electronic Discovery,” (Rand Corporation, 2012), available at: https:// 
 www.rand.org/pubs/monographs/MG1208.html
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2. Setup and Training 
TAR vendors create “data models,” which are essentially lists of the information the client wants to 
find and review within their documents. Because of the scope of LIBOR, vendors should already 
have pre-built data models, which might need some modification to suit a client’s specific use 
case. Two or three preliminary review cycles with small document sets will then train the actual 
document reviewers, finalize quality assurance processes, and catch any problems with the data 
model. The playbook will also be finalized at this stage so that reviewers have specific knowledge 
of their expected tasks. However, unlike in manual review, having the data model structure will help 
guide reviewers through each step of the process.

3. Identification of Relevant Documents 
Potential review documents need to be gathered by the client and imported into the review 
environment. Imported documents are then algorithmically sorted to separate them into useful 
groups. Documents that require examination, such as credit agreements, should be easily 
separated from those that do not (such as employment contracts) with minimal, if any, direct 
participation by review team members.

4. Organization and Tagging of Documents 
The review environment will have the ability to sort documents into different review categories in 
order to simplify and control the review process. For example, original credit agreements might 
go to one set of reviewers, while lease securitizations are handled by a different set of reviewers. 
Review sets might also be separated by the deal size, governing jurisdiction, or date. In all of these 
examples, the sorting of documents is aided by a robust tagging system, whereby metadata and 
other internal information is found and read by the software.

ELM’s clustering visualization showing phrasal 
variations across a corpus of syndicated loan agreements
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5. De-duplication 
A critical element of the organization process is de-duplication. The same contract or agreement 
can have multiple copies within a file system. The software must be able to match duplicate 
documents to one another, and this de-duplication process involves finding documents that are 
identical, while avoiding the potential of removing documents that are simply amended, restated, or 
based on similar templates. De-duplication is an important step that will reduce waste caused by 
having the same agreement reviewed multiple times.

6. Clause Analysis 
Technology-assisted review systems can locate and highlight key contract provisions to reduce 
review time and help the reviewer avoid missing key provisions. The software guides the reviewer 
through the document review process, automatically highlighting the text sections that relate to 
each item in the data model. The reviewer may still be responsible for interpreting those provisions, 
and reviewing the document for other relevant provisions, but effective clause analysis can be used 
to remove much of the burden of the initial hunt.

7. Extraction of Structured Information and Metadata 
A technology-assisted review system will extract key information terms that are defined in the data 
model. These terms will include names of key parties, contract effective dates, and termination 
dates, and may also include information such as governing law, certain defined terms, types 
of provisions, etc. The reviewer remains responsible for checking accuracy and adding key 
information if and when the software misses such information. Overall, automatic extraction greatly 
reduces review time by eliminating much of the tedious keyboard and data entry work required by 
manual review.

ELM extracting relevant data from clauses
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8. Document Use and System Integration 
Once reviewed, documents - and their new metadata resulting from the review and tagging 
process - may need to be moved to other contract management systems. A technology-assisted 
review platform should have the functionality to accomplish this. Downstream systems can then be 
automated to assist in the process of renegotiating agreements when necessary.

9. Reporting Progress and Results 
The information collected by the data review process is periodically exported for analysis. 
Dashboards can be used to tightly track the review process. The review data can be examined to 
understand risk exposure and quantify the work that will be involved in renegotiating or repapering 
LIBOR-related agreements.

Fundamentally, the technology-assisted review process looks a lot like the manual review process. 
You still have a playbook (a process), your review team, and a technology platform for performing the 
review and managing the document flow. The primary difference is that when you have a technology 
platform that can automate some review tasks, it frees up human reviewers to perform their tasks 
with less cognitive overhead, allowing them to work more effectively. The human reviewer can focus 
on data correction, rather than data identification, and on locating unusual contract provisions, 
instead of reading identical clauses over and over.

https://elevateservices.com/
https://elevateservices.com/


Managing LIBOR Risk through 
Technology - Assisted Review

elevateservices.com 14

Conclusion

The sheer number of assets tied in some way to LIBOR necessitates a sober reflection on potential 
methods for mitigating the risk that will arise within loan agreements and other contracts.

The shift away from LIBOR represents both a crisis and an opportunity for corporate legal departments, 
law firms, accounting firms, and financial institutions. There is uncertainty regarding how widespread 
LIBOR will be in two years’ time, and whether LIBOR will have a dominant successor in the form of another 
reference rate.

Regulators like the Financial Conduct Authority in the U.K. are working on multiple solutions that may 
all be viable, but it is difficult to know yet which alternative reference rate will ultimately be adopted. The 
situation is fluid, and there are competing philosophies about whether LIBOR can continue in a reduced 
capacity, whether another rate – such as SONIA or SOFR – will eclipse LIBOR entirely, or whether some 
stable alternative to those two extremes will arise. 

The water is murky, in other words. Even in uncertain times, though, there are ways to find information 
within documents that will help hedge against all possible futures. The adoption of E-Discovery has 
proceeded in leaps and bounds over the last two decades, in large part due to pressure from courts and 
from changes to the Federal Rules of Civil Procedure. The FCA in the UK and the ARRC in the US are 
creating similar pressure on financial institutions by evaluating and assessing currently used reference 
rates in order to bring about change.

Things have changed before, and they will change again. The relative merits of technology-assisted review 
have already been proven and tested, but TAR is not yet considered an essential component of large-scale 
contract review, the way that E-Discovery is now an essential part of large-scale litigation practice.

But as document sets increase in size, they will need to be handled at scale. And even generalized TAR 
platforms won’t work as well as those that are specifically tailored to work with LIBOR. Customization 
software for LIBOR is not just a new approach to an incipient problem; the utilization of such software 
will separate those who can excel during the transition, from those who struggle to keep up. At Elevate 
Services, we are committed to providing the tools our clients need to excel, and to providing the insights 
the industry requires to meet the challenges LIBOR presents.

https://elevateservices.com/
https://elevateservices.com/


Warren Agin, 
Esq.

Senior Consultant,  
Data Solutions

Daniel Martin 
Katz

VP, Data Science  
and Innovation

Kelly  
Marsh 

Manager, Product 
Development

Eric  
Detterman

 
VP, Data Products  

and Solutions

Robert  
Sancrainte 

Data Analyst

Michael J. 
Bommarito II

VP, Data Products  
and Innovation

For more information on the LIBOR transition and, to learn more about technology assisted 
review in the LIBOR transition context, as well as other legal and compliance technology 
trends and applications, visit our website: www.elevateservices.com

Contributors

elevateservices.com

http://www.elevateservices.com 
https://elevateservices.com/
http://elevateservices.com
https://elevateservices.com/
https://twitter.com/ElevateServices
https://www.linkedin.com/company/elevate-services



