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Distressed Property Reassessments May Lower PILOT Burden
Payment in lieu of taxes or PILOT structures increasingly pop up as an issue 
to watch in property workout situations. The recent first-time partial missed 
payment on American Dream’s PILOT-backed revenue bonds provides an 
informative anecdote on the varied formats PILOTs can take. The $800 million 
outstanding American Dream bonds paid holders only $14.1 million interest 
in June, rather than the scheduled payment of $26.7 million. The key driver 
of the reduced payments was a lower assessed valuation of the mega-mall in 
Meadowlands, New Jersey. The American Dream PILOT payments are tied to 
the assessed value of the property leasehold. 
The three million square feet American Dream is the second largest mall in the US, after the Mall 
of America ($1.4 billion, CSMC 2014-USA). Triple Five owns both American Dream and the Mall 
of America. American Dream sits very close to MetLife Stadium, aka “NY/NJ Stadium” during the 
2026 FIFA World Cup games. The stadium will host the tournament’s Final game on July 19.
The American Dream situation suggests that PILOT expenses can decrease if property distress 
leads to lower assessed values. Still, it is not clear how prevalent assessment-driven PILOT 
structures are, like the one in American Dream. Moreover, even on American Dream-like PILOTs, 
property reassessments may not quickly adjust downward following property struggles. Any 
reassessments may also face resistance. The American Dream PILOT bondholders are contesting 
in court the lower valuations that resulted in reduced PILOT obligations. 
The potential tailwind of lower PILOT payments in distress contrasts with the traditional view 
of PILOTs as workout obstacles. Notable recent case studies are the $515 million NYT 2019-
NYT and the $300 million JPMCC 2014-DSTY. The prospects for some form of PILOT relief echoes 
expectations for lower property taxes on distressed properties. This angle came up in situations 
such as Crossgates Mall, in Albany, NY ($173 million, now in WFCM 2025-5C7 and BMO 2026-
5C15; previously in COMM 2012-CR1, CR2, and CR3, and CMBX.6).1

1  “Crossgates Liquidation: Holdbacks Complicate Severity Projections,” CMBS Credit Focus, Academy Securities, September 11, 2023

https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Crossgates.pdf
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Track PILOT Seniority and Termination
The presence of PILOT can affect property capital structures and financials in a variety of ways. 
PILOT benefits can represent significant savings on property expenses. But the termination of 
a PILOT program during the CMBS term, or even after loan maturity, can dramatically pressure 
financials, as well as the loan’s refinancing scenarios.2 In NYT 2019-NYT, backed by the New York 
Times Building in Manhattan, the PILOT program is set to expire in 2032. We estimated the tax 
savings on the New York Times Building to be 52.3% compared to non-exempt tax payments. 
After 2032 the borrower would pay full property taxes. The loan transferred to special servicing 
in November 2025. Maturity default later followed. The servicer is now evaluating workout 
alternatives. We expect the upcoming PILOT expiration to be a consideration for any potential 
property refinance or sale.3

Separately, PILOT revenue bond obligations can be senior to the CMBS debt payments. This is 
the case in JPMCC 2014-DSTY, as a few data platforms recently flagged. The super-regional Destiny 
USA in Syracuse, NY, which is backing JPMCC 2014-DSTY, has PILOT revenue bonds attached to it, 
similar to American Dream. Those bonds are senior to the CMBS loan. The special servicer is now 
marketing the mall for sale. Any potential buyer stands to assume the PILOT obligations as well. 

American Dream Construction and Muni Capital Structure
American Dream overall capital structure shows a combination of a private construction loan 
and municipal debt. While American Dream does not have a CMBS component, it shows how 
PILOT arrangements can be carried over as properties switch to stabilized-type funding, including 
CMBS (Figure 1). 

2  “PILOT: Check Another Wrinkle of Ground Leases,” CMBS Credit Focus, Academy Securities, July 1, 2024
3  The PILOT arrangement on the New York Times Building is quite nuanced, and takes the form of a ground rent. For a full discussion of the 
situation, see the previous research report we cited above.

Figure 1. American Dream Capital Structure

• Defaulted in 2021

• Default handed lenders 49% stake in Mall of 
America ($1.4 billion, CSMC 2014-USA)

• Loan term extended four years in 2022; 
October 2026 maturity

$1,700 MM $800 MM $287 MM

• Secured by PILOT tied to assessed 
value

• Assessed value dropped to $1.65 
billion in 2025

• Partial interest payment in June 2026

• Final maturity in 2056

• Secured by ~75% of 
incremental sales-tax revenue

• Missed payments since 2022

• Reserves exhausted

CONSTRUCTION LOAN PILOT REVENUE BONDS GRANT REVENUE BONDS

Unrated obligations of American Dream/Triple Five via the Wisconsin PFA

Source: Deal documents, press reports and Academy Securities

https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_PILOT.pdf
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Thousands of PILOT Properties, but No Easy Way to Tie to CMBS Loans
American Dream suggests that it could be instructive to track other reassessment-driven PILOT 
structures. The American Dream PILOT payments are 90% of the property taxes that would 
have imposed on the mall, according to the PILOT revenue bonds prospectus. The prospectus 
stresses that the PILOT payments are not a fixed schedule of payments. Rather, the payments are 
calculated using then-current property tax assessment and tax rate. 
Despite the critical impact PILOT programs can have on property financials, consistently 
identifying CMBS loans with a PILOT component remains a challenge. We do not see a specific 
IRP field identifying PILOT properties, as we discussed in a pervious report. Cashflow systems 
also do not offer clear identification. Compiling all PILOT properties from third-party sources and 
mapping them to CMBS loans looks far from straightforward. Anecdotally, New Jersey had 2,678 
PILOT agreements outstanding against properties with a collective $29.9 billion of assessed value 
in 2023, as Trepp recently reported citing an accounting firm analysis.
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https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Crypto_ABS.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_RV.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Crypto.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Utility_Rates.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Energy_Transition.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DC_Power.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Sports.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Timeshare_Fees.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Music.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Tower_Verizon.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Aircraft_Insurance.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DC_Tenant.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Container.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_RecoveryGas.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_NetLease.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Trueup.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DC_Operator.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Recovery2024.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Device.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Aircraft.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DC2023.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Litigation.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Equipment.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Solar.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Towers.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Timeshare.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Recovery.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DataCenters.pdf
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PJM Auctions: Weeding Out Spec Data Center Construction
Payment Priorities: Mobile & Electric Bills Upend Consumer Waterfall
Stranded Assets: Power Plants and Data Centers Performance Intertwine
Infrastructure CLO: Concentrated Exposures in Favored Segments
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https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_OG_ABS.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Military_DC.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DC_Campus.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_PJM.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Priority.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Stranded.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Infra_CLO.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Fiber.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Power_Failure.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Backup_Servicer.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Euro_Stadium.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DC_Capex.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_ARD.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_BBnB.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Stadium.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_EarlyTermination.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_LifeScience.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_CRE_CLO_Liq.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Contraction_DC.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_MF_Expenses.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_SBC.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_NonQM_DSCR.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_PC_Prepay_2023.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_CRECLO_Mods.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_SARM.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_MCRT.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_OC_CLO.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/Securitized_Special_Topics_HR_HP.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_InvestorNonQM.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_FRESB.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_CRE_CLO_FF.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_PC_Prepay.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DUS__MHC.pdf
https://academysecurities.com/wp-content/uploads/CRT_Credit_Focus_Tender_Offers.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Rent_Regulation.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics.pdf
https://academysecurities.com/wp-content/uploads/SP_Special_Topics_SeniorHousing.pdf
https://academysecurities.com/wp-content/uploads/CRT_Credit-Focus_20220412.pdf
https://academysecurities.com/wp-content/uploads/Academy_CMBS_Special_Topics_Sanctions-1.pdf
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Control Rights: The Interplay of Co-Lender and Intercreditor Agreements

Negative ASER: Unexpected Upside for Subordinate Bonds
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Interest Adjustments: Track Shortfalls Repayment and Priority
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Property Protection Advances: Track Opaque Expenses in Long Workouts

Parkmerced: Abundance of Structural Angles to Determine Bond Cashflows

Pro-rata Prepays: Surprise Booster for Subordinate Bonds

PILOT: Check Another Wrinkle of Ground Leases

Non-Trust Debt: Check the Seniority of Your CMBS Collateral

Recovering Shortfalls: Credit IO Value in Distressed Office

Releasing Holdbacks: RENT is Writing Up Bonds

Reserves vs Advances: Servicers Tap Reserves to Lower Advances

Forward Forbearances: One Market Plaza Introduces a Twist to Mods

Loan Assumptions: Watch Waterfalls as New Borrowers Redevelop

Holdbacks: RENT in the Limelight, as Other Cases Brewing

Blanket NRAs: Shutting Down Advances Upends Credit IO Trades

Credit 2024: Workout Nuances Come to the Fore

Recovering the Non-Recoverable: Liquidation Nuance Bolsters Paydowns

Special Servicer Replacements: 1740 Broadway Crystalizes Implications

Crossgates Liquidation: Holdbacks Complicate Severity Projections

WODRA: Bond Cashflows Under Stress in Post-Mod Advance Recovery

Securitized Mezz: Workout Dynamics in Public Display

https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Mod_Substantiation.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Mod_Waterfall.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Office_Parking.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Pari_Passu.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Office_Mods.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Control.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Negative_ASER.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Diversion.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_522F.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_BOLT.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Office_Receivership.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_LitigationHoldbacks.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Appraisals.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Redefault.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Interest_Adj.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Replacement.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_PPA.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Parkmerced.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Prorata_Prepay.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_PILOT.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Total_Debt.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Shortfalls_Recovery.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Holdback_Release.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_AdvInterest.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_OneMarket.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus__Assumptions.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Holdbacks.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_NRA_Deal.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Credit2024.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_NRA_Recovery-1.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Special_Transfers.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Crossgates.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_WODRA.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_SecuritizedMezz.pdf
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Dark Triggers: Nuances in Focus as Tenant Departures and Subleasing Pick Up

Upping Appraisals: Recovering Valuations Reverse Shortfalls

Non-Recoverable Advances: Unveiling a Rationale for a Key Decision

Excess Cash Allocations: Probing Advances on Positive Cashflowing Loans

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

Mezz Loan Sales: A Potential Headache for CMBS Workouts

Equity Pledges: Hotel Bossert Spotlights Dual Collateralized Loans

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

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

Hotel Receiverships: Palmer House Hilton Spotlights Stabilization Efforts

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

Triple-A Shortfalls: Destiny Spotlights Delayed ASERs Impact

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

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

Hotel Reserves: Key Performance Driver after Pandemic-Driven Depletion

Government Tenants: Short Termination Notices and Specialized Properties

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

https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Triggers.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Appraisal.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_NRA.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Advancing.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Release.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Mezz.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Bossert.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_625Mad.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Credit2023.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_PalmerHouse.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_285Madison.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_DestinyUSA.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Special_Topics_Rent_Steps.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Industrial_DQ.pdf
https://academysecurities.com/wp-content/uploads/Academy_CMBS_Credit_Focus_Reserves.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_GSA.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.
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