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The Federal Reserve's Alterna ve Reference Rates Commi ee recently recommended the Secured Overnight
Financing Rate (SOFR) as an alterna ve for the London interbank oﬀered rate (LIBOR). LIBOR is the index rate
frequently used in tax‐exempt bonds, commercial loans and mortgages and interest rate swaps and other
deriva ves to establish the interest rates payable by borrowers and other par es. In 2017, the Bri sh banking
agency that oversees LIBOR announced that in 2021, it would phase out the required repor ng of rates used to
establish LIBOR. Since that announcement, the future of LIBOR and its use as an index rate have been uncertain.
With the ARRC's recommenda on, SOFR is emerging as the alterna ve to LIBOR. The Metropolitan
Transporta on Authority recently issued the ﬁrst tax‐exempt bonds indexed to SOFR.
Unlike LIBOR, SOFR is a rate for secured obliga ons. It is based on the cost of borrowing cash overnight secured
by U.S. Treasury securi es. Informa on about SOFR is available at h ps://apps.newyorkfed.org/markets/
autorates/sofr.
At recent industry associa on events, representa ves from the U.S. Treasury Department stated that Treasury
and the Internal Revenue Service are working on guidance to address replacement of LIBOR with SOFR in tax‐
exempt bonds and a representa ve from the Interna onal Swaps and Dealers Associa on (ISDA) indicated that
ISDA is working on the move to SOFR.
We will con nue to track the phase out of LIBOR and provide updates as they become available. If you have any
ques ons about alterna ves to LIBOR or addressing the phase out, please contact our Public Finance a orneys.
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