
• Awaits signature of Governor Andrew Cuomo 

• Many contracts, notably investments, mature after mid-2023 cessation date and lack sufficient fallback language  

• Allows legacy contracts to use a “recommended benchmark replacement”, defined as “based on SOFR” 

• It is important New York state addressed this since New York law governs many of these contracts 
 
On March 24th, 2021 it was announced that the New York State legislature passed Senate Bill 297B/Assembly Bill 

164B designed to provide greater certainty as financial markets move towards the end of LIBOR. It still requires the 

signature of Governor Cuomo, but it is similar to a measure Cuomo included in the state budget proposal earlier this 

year. 

 

Why is this required and how is the ARRC involved? 

The Alternative Reference Rates Committee (ARRC) has pursued legislative relief in New York “for legacy contracts 

that may be otherwise difficult to amend and that do not have economically appropriate fallbacks”. In fact, the ARRC 

provided the suggested legislative language. Throughout the long (and ongoing) preparation for the cessation of 

LIBOR, we have covered the difficulty of determining what happens to a LIBOR-based instrument if it lacks sufficient 

fallback language to deal with that circumstance. 

What does insufficient fallback language look like? 

Typically, it means a couple things. A contract could be completely silent on what happens if an index is no longer 

available. Generally, this is not the case in positions I have reviewed. What is more likely though, is that the contract 

never anticipated a permanent cessation of the index. Meaning it was only ever sufficient for a temporary inability to 

retrieve an index. 

Example of a Corporate Floating-rate-note investment 

This specific example is a bond issued in January 2017 with a maturity date in January 2025. The maturity date is 

notable as it occurs after the cessation of LIBOR in mid-2023. What would happen? Long story short, for this bond if 3

-month LIBOR is not published it sets off a chain of events, where the calculation agent manually polls banks for the 

rate and, if that fails, then the last quoted rate is used. The bond is effectively fixed-rate if that occurs. Neither the 

issuer nor the investor bargained for this outcome and to fix via courts could quickly become onerous. This is why the 

ARRC pursued legislative relief. The clip below is from the bond’s Pricing Supplement. 

 
New York Legislature Passes Solution for Tough Legacy LIBOR Contracts 

March 26, 2021 

https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/20210324-arrc-press-release-passage-of-libor-legislation


2 

New York Legislature Passes Solution for Tough Legacy LIBOR Contracts 

Generally, what does the legislation provide for? 

The goal is uniformity among contracts with sufficient and insufficient fallback language. To accomplish this, the 

legislation grants “safe harbor” to those who use a “recommended benchmark replacement” which is defined as one 

“based on SOFR, which shall include any recommended spread adjustment…”. In effect, considering the corporate 

bond on the first page, it would be treated just as if it had sufficient fallback language and the index would transition 

to SOFR plus a spread adjustment after LIBOR ceases to be published. 

 

If signed, this legislation will mark another important milestone event in ensuring a smooth and orderly transition 

away from LIBOR. It should remove a great amount of uncertainty from certain loans and bonds, not just corporates 

but also pooled trust preferreds for example, lacking sufficient fallback language and governed by New York State 

law. The impact on government and agency debt will be minimal, if any, as those will be addressed in separate 

efforts. 

 

As always, if you have any questions, comments, or would like to discuss further, please reach out to your account 
representative or directly to me. 

 

Kevin A. Smith, CFA 

SVP, Director of Investment Product Strategies 

KSmith@viningsparks.com 

 

Upcoming Webinar - Mark your calendar, registration opens 2-weeks prior 

Bank Webinar 4/13/2021 : Libor Update, Are you Ready? 

Credit Union Webinar 4/15/2021: Libor Update, Are you Ready?  

 

Vining Sparks: LIBOR Cessation Planning and Preparedness 

Preparation for LIBOR Cessation 

Asset/Liability (Risk Manager) reporting service; 

Bond Accounting service; 

Investment evaluations and analytics; and, 

Interest Rate Products (IRP)  

 

mailto:KSmith@viningsparks.com
https://www.viningsparks.com/vswp/wp-content/uploads/LIBORtransition_Preparation.pdf
https://www.viningsparks.com/vswp/wp-content/uploads/LIBORtransition_RiskManager.pdf
https://www.viningsparks.com/vswp/wp-content/uploads/LIBORtransition_BondAccounting.pdf
https://www.viningsparks.com/vswp/wp-content/uploads/LIBORtransition_Analytics.pdf
https://www.viningsparks.com/vswp/wp-content/uploads/LIBORtransition_InterestRateProducts.pdf

