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Questions Linger on Advancing Rationale in >1.0x DSCR Situations
Persistent servicer advances on loans with seemingly ample funds to cover 
debt payments underscore a growing challenge to track cash allocations 
amid volatile property performance. The situation in the $180 million Hilton 
Minneapolis (JPMCC 2018-MINN) crystalizes the point. The 821-room hotel, 
now in receivership and going through foreclosure, generated $14.2 million 
net cashflow during 2022, based on deal reporting (Figure 1). The annual debt 
service on the floating-rate loan was $9.9 million. Yet the servicer continued 
to advance debt payments during the year, elevating the outstanding P&I 
advances to $23.6 million. Investors would have been correct to raise 
questions about the recent advances (and they have). The total advances 
on Hilton Minneapolis now reach 15.1% of the outstanding balance, telegraphing very limited 
principal paydowns down the road. Reimbursement of servicer advances takes priority upon 
liquidation.1

Figure 1. Hilton Minneapolis Loan and Property Parameters

Asset Name Hilton Minneapolis

Deal JPMCC 2018-MINN

Balance $180,000,000

Maturity November 2020 Other Information

Coupon 1ML + 3.85% Appraisal History

Loan Status Matured, Non-Performing $182.5 MM (Aug-2022) Total P&I Advanced: $23.6 MM

Property Type / Size Full-Service Hotel / 821 Rooms $238.9 MM (Oct-2018) ASER: $3.8 MM

Year Built / Renovated 1992 / 2017 ARA: $37.1 MM

Location Minneapolis, MN

Source: MCIA and Academy Securities

We expect to see more situations of troubled loans with servicer advances even with healthy 
reported cashflows, or >1.0x DSCR. Hotel and retail properties have experienced particularly 
volatile performance in recent years, with cashflows potentially ranging from zero at the height 
of the pandemic to robust levels recently. Servicers that advanced while cashflows were negative, 
may still be advancing even as cash turned positive. In turn, delinquent office properties can 

1  See “Themes for 2023 Credit Situations – Split A/Bs, Conversions, and Total Exposures,” CMBS Credit Focus, Academy Securities, December 
15, 2022

https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Credit2023.pdf
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still generate decent cashflows on the heels of longer-term leases. Borrowers may choose to 
strategically default to kick off modification negotiations, as we recently discussed.2 In all cases, 
investors are left to probe the rationale of advancing on positive cashflowing loans, and the 
allocation of the excess funds the property generates (Figure 2).

Figure 2. Large Loans with Servicer Advances and DSCR>1.0x

Loan Deal(s)
Balance 
($MM)

Property 
Type Status

P&I 
Advances 

($MM)

Total 
Advances 

($MM)

Total 
Advances 

as % of 
Balance

Recent 
DSCR

Mall of America CSMC 2014-USA 1,385.6 Retail Current 30.6 70.4 5.1% 2.22

CXP Office Portfolio CXP 2022-CXP1 484.7 Office 90+ DQ 11.5 11.7 2.4% 2.11

Palisades Center Mall PCT 2016-PLSD 388.5 Retail 90+ DQ 11.1 12.1 3.1% 1.85

Hyatt Regency New Orleans NOHT 2019-HNLA 325.0 Hotel Current 6.7 6.7 2.1% 1.95

Crossgates Mall COMM 2012-CR1, COMM 2012-CR2, 
COMM 2012-CR3 243.7 Retail Current 6.0 7.0 2.8% 1.19

600 California GSCG 2019-600C 240.0 Office 30 DQ 1.6 1.7 0.7% 1.72

Shidler / NSSP - Hospitality Portfolio HMH 2017-NSS 204.0 Hotel 90+ DQ 11.9 21.7 10.6% 1.27

Hilton Minneapolis JPMCC 2018-MINN 180.0 Hotel 90+ DQ 23.6 27.2 15.1% 1.43

West County Center JPMCC 2012-LC9, JPMCC 2013-C10 160.4 Retail 90+ DQ 3.0 3.0 2.1% 1.46

Westin Times Square Leasehold CSMC 2017-TIME 140.0 Hotel Current 4.8 20.9 14.9% 1.54

Federal Center Plaza COMM 2013-CR6 130.0 Office Current 0.5 3.3 2.5% 2.13

635 Madison Avenue JPMBB 2014-C24 84.8 Mixed Use 30 DQ 0.9 1.7 2.0% 1.22

The Westin Book Cadillac CGCMT 2020-GC46, BMARK 2020-B17 77.0 Hotel Current 3.0 3.0 4.2% 2.00

Hotel Max COMM 2015-CR26 29.2 Hotel Current 1.1 1.1 3.8% 1.15

Lightstone Portfolio JPMDB 2017-C7 24.0 Hotel Current 0.5 0.6 2.5% 1.67

Oxford Valley Mall GSMS 2011-GC3 22.7 Retail 90+ DQ 0.7 0.7 3.1% 1.46

Source: MCIA and Academy Securities

Advances Accumulate on Fresh Delinquencies Despite Available Funds
To be sure, advancing on freshly delinquent loans, even those with strong financials, is not 
unusual. Advancing is aimed, by design, at maintaining uninterrupted bond payments when 
borrowers fail to pay. As such, servicer advances will kick off immediately upon default, regardless 
of property available funds. This is the case on the fresh delinquencies of CXP Office Portfolio 
($484.7 million, CXP 2022-CXP1, 2.11x last reported DSCR) and 600 California Street ($240 
million, GSCG 2019-600C, 1.72x). Reported financials on both office loans indicate the properties 
generated sufficient cash as of late 2022 to service debt payments (though we can’t rule out a 
dramatic change in recent months). Yet the loans are now fast accumulating advances – $11.5 
million on CXP and $1.6 million on 600 California. The key questions for such situations are how 
quickly cash sweep mechanisms kick in, or how soon the borrower resumes payments following 
potential loan modification.

2  “Mezz Loan Sales: A Potential Headache for CMBS Workouts,” CMBS Credit Focus, Academy Securities, March 22, 2023

https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Mezz.pdf
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Pre-liquidation Advance Recovery Sleuthing
Tracking advancing on positive cashflow loans that have been languishing in special servicing 
for a while can be knottier. One reason investors can still see advances on >1.0x DSCR loans is 
that the servicer is applying excess cashflow to outstanding advances. This appears to be the case 
in the $204 million Shidler / NSSP - Hospitality Portfolio (HMH 2017-NSS). The 22-hotel portfolio, 
which transferred to the special back in 2020, reported 1.27x DSCR as of YE 2022. But in 2021 the 
hotels generated paltry cashflow, resulting in 0.04x DSCR. The servicer is chipping away at prior 
advances, based on servicer commentary. The loan’s outstanding P&I advances now stand at 
$11.9 million, down from $16.6 million in July 2022. 
Continuously tracking changes in outstanding advances is one way to potentially deduce that 
servicers have used available funds to reimburse prior advances. While servicers typically 
recover advances at loan liquidations, deal documents indicate reimbursements can come from 
monthly trust collections. The realized loss template servicers produce following loan liquidations 
clearly indicate advance recovery (items “g” through “l” in the section “amounts due to servicers 
and trustee”). In contrast, pre-liquidation advance reimbursement is harder to track, aside from 
situations of so-called non-recoverable advances (“NRA”) and workout delayed reimbursement 
amounts (“WODRA”). NRA reimbursement and WODRA are clearly identified in remittance 
reports, or in the servicer’s “advance recovery report”.
Hilton Minneapolis demonstrates the requisite sleuthing for non-WODRA or NRA situations. 
While the deal’s financial reporting skips 2020-21 results, fresh commentary indicates the 
property saw a negative $4.2 million EBITDA (18% occupancy, $25 RevPAR) in 2021, and –$6.0 
million EBITDA (17% occupancy, $19 RevPAR) in 2020. As such, the servicer clearly needed to 
advance during the pandemic, and may be looking to recover some of those advances now that 
the hotel’s fortunes are shifting. Yet the overall P&I advances on the loan are still increasing, in 
contrast to the situation at Shidler / NSSP (Figure 3). This casts doubt on the advance recovery 
conjecture, maintaining the lack of clarity around Hilton Minneapolis’ recent P&I advances.

Figure 3. Hilton Minneapolis (JPMCC 2018-MINN) Advancing Schedule

Source: MCIA and Academy Securities
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Academy Securitized Products Research Recent Reports
Multifamily CRT: Limited Credit Risk on Synthetic Exposures

Release Prices: Cherry Picking Across Office Portfolios, Sometimes at a Discount

OC Triggers: Subtle Thresholds Come to the Fore As Collateral Stress Builds Up

Mezz Loan Sales: A Potential Headache for CMBS Workouts

Cell Towers: Lender-Friendly Features Dovetail with Secular Tailwinds

Equity Pledges: Hotel Bossert Spotlights Dual Collateralized Loans

Timeshare ABS: Exposure to Favorible Hospitality Segments

Self Storage: Aspects to Watch as Performance Decelerates

Transitional Multifamily: Collateral Migration Away from CRE CLO Offers Different Deal Profile

The Road to Conversion: Consider Office Ground Leases and ARD Loans

Credit 2023: Advancing and Workout Approaches to Play a Central Role

Recovery Bonds: No Need to Closely Watch the Fed or the Economy Here

Hotel Receiverships: Palmer House Hilton Spotlights Stabilization Efforts

Affordable Mortgages: Fee Elimination Spotlights Convexity Profile

Office Modifications: 285 Madison May Offer a Blueprint for More to Come

Investor Non-QM: Rental Exposure with Some Structural Twists

Data Centers: A Strong Segment Juggles ABS and CMBS

Triple-A Shortfalls: Destiny Spotlights Delayed ASERs Impact

Small Balance Multifamily: Value Ahead of Slow Prepays

Future Funding: Potential Key Performance Driver as CRE CLO Pipeline Builds Up

Multifamily Prepays: Property Sales Trigger Paydowns

Manufactured Housing: Resilient Segment Amid Potential Multifamily Softness

Tender Offers: Expect More to Come, Though Not on a Predictable Schedule

NYC Multifamily: Rent Increases to Support Cashflows Amid Regulatory Restrictions

Inflation-Resistant Leases: Rent Steps Offer Some Revenue Protection, though Not Much

Industrial Delinquencies: Don’t Happen Often, but Watch Closely When They Do

Housing at a Crossroads: Single-family and Multifamily Exposures

Senior Housing: Focus on Segment Selection Amid Pandemic Impact

Hotel Reserves: Key Performance Driver after Pandemic-Driven Depletion

Disaster Performance: Pandemic Forbearance Resolutions Bode Well for Future Stresses

Government Tenants: Short Termination Notices and Specialized Properties

Russian Sanctions Impact: Lease Terminations and Forced Property Sales

Mall Foreclosures: What to Track as Servicers May Shift Away from Modifications

https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_MCRT.pdf
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https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Mezz.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Towers.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Bossert.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Timeshare.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Storage.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Q.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_625Mad.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Credit2023.pdf
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https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_285Madison.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_InvestorNonQM.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DataCenters.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_DestinyUSA.pdf
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https://academysecurities.com/wp-content/uploads/CRT_Credit-Focus_20220412.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_GSA.pdf
https://academysecurities.com/wp-content/uploads/Academy_CMBS_Special_Topics_Sanctions-1.pdf
https://academysecurities.com/wp-content/uploads/Academy_CMBS-Credit-Focus_2022-03-01.pdf
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Disclaimer

Although certain information has been obtained from sources believed to be reliable, we do not guarantee 
its accuracy, completeness or fairness. We have relied upon and assumed without independent verifica-
tion, the accuracy and completeness of all information available from public sources.

Views and opinions expressed are for informational purposes only and do not constitute a recommenda-
tion by Academy Securities for any purpose including buying, selling, or holding any security. Views and 
opinions are current as of the date of this presentation and may be subject to change, they should not be 
construed as investment advice.

This information discusses general market activity, industry or sector trends, or other broad-based busi-
ness, economic, market or political conditions and should not be construed as operational, research or 
investment advice. This material has been prepared by Academy Securities and is not financial research 
nor a product of Academy Securities. It was not prepared in compliance with applicable provisions of law 
designed to promote the independence of financial analysis and is not subject to a prohibition on trading 
following the distribution of financial research. The views and opinions expressed may differ from those 
of Academy Securities. Investors are urged to consult with their financial advisors before buying or selling 
any securities. This information may not be current and Academy Securities has no obligation to provide 
any updates or changes.

Economic and market forecasts presented herein reflect a series of assumptions and judgments as of 
the date of this presentation and are subject to change without notice. These forecasts do not take into 
account the specific investment objectives, restrictions, tax and financial situation or other needs of any 
specific client. Actual data will vary and may not be reflected here. These forecasts are subject to high 
levels of uncertainty that may affect actual performance. Accordingly, these forecasts should be viewed 
as merely representative of a broad range of possible outcomes. These forecasts are estimated, based on 
assumptions, and are subject to significant revision and may change materially as economic and market 
conditions change. Academy Securities has no obligation to provide updates or changes to these forecasts. 
Case studies and examples are for illustrative purposes only.

Index Benchmarks

Indices are unmanaged. The figures for the index reflect the reinvestment of all income or dividends, as 
applicable, but do not reflect the deduction of any fees or expenses which would reduce returns. Investors 
cannot invest directly in indices.

The indices referenced herein have been selected because they are well known, easily recognized by inves-
tors, and reflect those indices that the Investment Manager believes, in part based on industry practice, 
provide a suitable benchmark against which to evaluate the investment or broader market described here-
in. The exclusion of “failed” or closed hedge funds may mean that each index overstates the performance 
of hedge funds generally.

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION WHERE OR TO 
ANY PERSON TO WHOM IT WOULD BE UNAUTHORIZED OR UNLAWFUL TO DO SO.

©Academy Securities, Inc.


