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Nearly 50% of Crossgates Liquidation Expenses Chalked Up to 
Holdbacks
The fresh liquidation of the $242 million Crossgates Mall loan (COMM 
2012-CR1, CR2, and CR3) illustrates how the somewhat obscure “held back” 
amounts can jack up liquidation expenses and reduce bond paydowns. The 
loan’s resolution, via a note sale, resulted in $172.6 million proceeds (Figure 
1). Liquidation expenses accumulated to $28.5 million, leading to $97.9 
million realized loss, or 40.4% severity. Within the liquidation expenses, 
$14.5 million (49%) chalked up to amounts held back to future payments. 
The fact such a significant component of Crossgates’ liquidation expenses is the hard-to-project 
held back amounts complicates severity projections on troubled loans. Investors can reasonably 
model many of the expense items they should expect upon liquidation. For example, tracking 
outstanding servicer advances or other components of the loan’s total exposure provides a 
sense of the amounts that will be senior to bond payments upon liquidation.1 Investors may also 
reasonably project liquidation fees that reduce net proceeds. 

1  “Credit 2023: Advancing and Workout Approaches to Play a Central Role,” CMBS Credit Focus, Academy Securities, December 15, 2022

Figure 1. Crossgates Mall Loan Liquidation ($ millions)

Deal Name COMM 2012-CR1 COMM 2012-CR2 COMM 2012-CR3 TOTAL LOAN
Original Note Balance $120.0 $72.0 $108.0 $300.0
Note Balance At Liquidation $96.8 $58.1 $87.1 $242.0

Note Sale Proceeds $64.2 $38.5 $57.8 $160.6
Escrows & Reserves $3.0 $1.8 $2.7 $6.1
Other Proceeds $2.3 $1.4 $2.1 $5.9
Liquidation Proceeds $69.6 $41.7 $62.6 $172.6

Fees To Servicers $1.0 $0.6 $1.0 $2.6
Advances (Incl Interest) $5.0 $3.0 $4.5 $11.4
Holdback - Unpaid Selling Fees $1.8 $1.1 $1.6 $4.5
Holdback - Unknown $4.0 $2.4 $3.6 $10.0
Total Fees/Expenses $11.9 $7.1 $10.7 $28.5

Net Liquidation Proceeds $57.7 $34.6 $51.9 $144.1

Realized Loss to Trust $39.1 $23.5 $35.2 $97.9

Loss Severity 40.4% 40.4% 40.4% 40.4%

Source: Deal Documents and Academy Securities

https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Credit2023.pdf
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But held back amounts could come as a surprise. To be sure, deal commentary may allude to the 
rationale for holding back amounts. In Crossgates, the servicer noted that funds have been held 
back for “contingencies related to the resolution/liquidation of recently resolved and remaining 
assets, including trailing expenses and litigation risk.” But telegraphing such expenses, or figuring 
out when, or if, the holdbacks will be released, remains a challenge.

Holdbacks Impact Vary Across Liquidations
Realized loss templates show two generic expense items that comprise holdback amounts: (1) 
other unpaid fees and expenses, and (2) other amounts. The total holdback amounts are captured 
in a dedicated IRP field (L116, D75). As such, investors should be able to systematically track the 
impact of holdbacks on liquidation proceeds. In practice, we find that could be difficult. L116 is 
not readily available on some cashflow systems, including data feeds. In turn, the availability of 
realized loss templates remains sporadic. Many recent liquidations apparently have not reported 
a full breakdown of the liquidation expenses.
Holdbacks’ impact can vary quite a bit across loans, based on some sleuthing we did on available 
data. Some recent liquidations did not report any holdbacks (or minimal amounts). Examples 
include 470 Broadway (MSBAM 2012-C6, $7.2 million liquidation expenses) and La Quinta Inn 
– Goodlettsville (BANK 2018-BN10, $1.4 million expenses). In other cases, holdbacks comprised 
a meaningful chunk of the liquidation expenses. Examples include Coleman Marketplace (BANC 
2017-CRE2, $5.7 million liquidation expense, holdbacks 22.7%) and Florence Mall (WFRBS 2012-
C7, $1.8 million expenses, holdbacks 13.8%). 

Across the several liquidations where we could identify the precise holdbacks levels, Crossgates 
large holdback amount does stand out. To be sure, extreme loss severities, or liquidations that 
involve very large percentage of expenses, may no longer surprise investors. The market has seen 
cases of near-100% (and sometimes >100%) loss severities, in situations such as 545 Madison 

Figure 2. Holdbacks on Recent Liquidations

Source: MCIA and Academy Securities
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Avenue (JPMBB 2014-C18), Creekside Mixed Use Development (COMM 2014-UBS2), or Fashion 
Outlets of Las Vegas (COMM 2012-CR4). Some of those extreme losses happened because the 
entire liquidation proceeds were allocated to expenses, leaving no funds for principal paydowns.
Recent liquidations also saw elevated loss severities, reaching 75.3% across the overall liquidated 
balance in July 2023, according to DBRS Morningstar. The YTD loss severity stands at 51.4%. 
Liquidation expenses ranged from 0.3% to 53.3% of the overall liquidations proceeds, based on 
data we compiled (Figure 3).

Note Sale Accelerated Resolution Timeline
Crossgates’ outsize liquidation holdbacks join a couple other notable aspects on the resolution 
of the 1.3 million sf Albany, NY, regional mall. The servicer’s choice to pursue a note sale rather 
than a foreclosure clearly accelerated the resolution’s timeline. The servicer noted that real 
property foreclosures in New York State may take years, echoing previous research where we 
discussed potential delays in mortgage foreclosures.2 Yet the apparent speedy marketing period 
of the note may have raised some eyebrows across investors. The note was marketed over 2-3 
weeks in late June, based on public information. All told, investors may have been surprised by 
the relatively quick resolution of Crossgates, yet it is hard to conclude an alternative approach 
would have been preferable.
Still, deal reporting noted that the special servicer obtained a new appraisal of the property 
ahead of the resolution. The appraisal apparently was not released because it was deemed an 
“attorney-client privileged document”. Interestingly, fresh commentary on the COMM 2012-CR2 
deal notes that a March 2023 appraisal pegged Crossgates value at $167 million. An appraisal 
review from May 2023 has a $148 million valuation. A BOV from April 2023 reports a valuation 
range of $146.7-$157.2 million. These compare with an appraised value of $281 million back in 
2020.

2  “Equity Pledges: Hotel Bossert Spotlights Dual Collateralized Loans,” CMBS Credit Focus, Academy Securities, February 23, 2023

Figure 3. Liquidation Expenses on Recent Loan Resolutions

Source: MCIA and Academy Securities

https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Bossert.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.


