
LIBOR Transition FAQ      
Your Securities-Backed Line of Credit 
 
 

Currently, the interest rate for a securities-based line of credit (SBLOC) where Supernova Lending, LLC is the lender 
is determined and adjusted based on the London Interbank Offered Rate (LIBOR). LIBOR is being phased out across 
the industry as an interest rate benchmark. Effective on November 12, 2021, the index rate on your line of credit 
will change from the 1-Month LIBOR to the 1-Month Term Secured Overnight Financing Rate (SOFR), which is a 
recommended alternative to LIBOR in the U.S. pursuant to Federal Reserve guidance. The goal of the new 
benchmark is to achieve comparable pricing to LIBOR-based rates. For additional information, please see below.  
 
What is LIBOR? 
LIBOR, the London Interbank Offered Rate, is an interest-rate benchmark used in various consumer and commercial 
investment and lending products. It is intended to represent the rate at which certain large banks obtain wholesale, 
unsecured funding from one another.  
 
Why is LIBOR being replaced? 
LIBOR is based on transactions among banks that don’t occur as often as they did in prior years, making the index less reliable 
and credible. The U.K. regulator that oversees the LIBOR panel has stated that it cannot guarantee LIBOR’s availability beyond 
the end of 2021. Across the globe, governments and financial institutions have been working to identify alternatives.  
 
What is the replacement for LIBOR in the U.S.? 
To address concerns about LIBOR, the U.S. Federal Reserve established the Alternative Reference Rates Committee (ARRC) 
with the goal of finding alternative rates for LIBOR in the U.S. After extensive investigation and review, the ARRC selected 
SOFR as its recommended alternative. 
 
What is SOFR?  
SOFR is an interest-rate benchmark that’s a broad measure of the cost of borrowing cash overnight collateralized by U.S. 
Treasury securities. SOFR is not the economic equivalent of LIBOR, and as a result, it may not perform in the same way as 
LIBOR, particularly in periods of market stress. SOFR is based on observable transactions, whereas LIBOR is based largely on 
estimated borrowing rates. 
 
What will happen to my LIBOR-linked Line of Credit, and when? 
November 11, 2021, is the last date LIBOR will be used to calculate the interest rate on your line of credit. Starting on 
November 12, 2021, rates for your line of credit will be determined and adjusted weekly based on the 1-Month Term SOFR 
index—with the goal of achieving comparable pricing to LIBOR. See your Line of Credit and Security Agreement for more 
information.   
 
Do I need to do anything related to this change? 
No, this change will take place automatically, and you do not need to take any action. None of the other terms in your Line of 
Credit and Security Agreement are changing.  
 
Where can I find the 1-Month Term SOFR rates? 
www.cmegroup.com/market-data/cme-group-benchmark-administration/term-sofr.html 
 
Can I opt out of this change? 
No, U.S. Dollar LIBOR will soon stop being published, and you are unable to opt out of this change.   
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