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Check Aloft Houston’s Post-Liquidation $55 Million Holdbacks 
Large, trust-level holdbacks that are popping up across conduit deals show 
how liquidated loans can keep haunting investors, even years after the loans 
have left the trust. The special servicer in WFCM 2015-C26 recently directed 
the trust to hold back $55 million, tied to outstanding litigation on the Aloft 
Houston by the Galleria loan. The $32.6 million original balance Aloft was 
liquidated back in February 2024. The requested holdbacks showed up as 
“other expenses” in the latest deal remits. The expenses triggered realized 
losses all the way up to class E in C26.
Such unexpected, post-liquidation holdbacks, introduce new cashflow 
uncertainty. Investors may no longer be surprised when servicers hold back 
liquidation proceeds, at loan liquidation. The market realized holdbacks can comprise a large 
chunk of liquidation expenses, after the $164.1 million holdback shock in last year’s liquidation 
of the Veritas Multifamily Portfolio Pool.1 We also observed some instances of pre-liquidation 
holdbacks. But the situation in WFCM 2015-C26 shows yet another possibility of holdbacks (Figure 
1). Indeed, post-liquidation holdbacks might be harder to project than pre- and at-liquidation 
holdbacks, because the culprit loans have been long gone.

1  “Holdbacks: RENT in the Limelight, as Other Cases are Brewing,” CMBS Credit Focus, Academy Securities, January 25, 2024

Figure 1. Aloft Houston by the Galleria (WFCM 2015-C26) Holdbacks
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https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Holdbacks.pdf
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Seasoned Deals Especially Prone to Unexpected Holdbacks
Servicers may be particularly inclined to hold back amounts from trust cashflows when the 
number of outstanding loans dwindles, and many of the remaining loans are in distress. In WFCM 
2015-C26, to justify the $55 million holdback, the special servicer explicitly alludes to the “particular 
characteristics” of the remaining loans in the trust. The deal only has eight loans left. Seven of them 
matured and are not performing. 
The servicer’s holdback rationale echoes the approach we believe master servicers now 
typically adopt in triggering non-recoverability determinations.2 Beyond evaluating specific loan 
circumstances, servicers also look at the remaining pool to see if outstanding loans can cover 
trust expenses. All told, seasoned deals are especially susceptible to both non-recoverability and 
holdback-driven cashflow disruptions. Deals such as JPMBB 2015-C27 and JPMBB 2013-C15 also 
saw unexpected holdbacks showing up as other expenses. In turn, servicers are now regularly 
triggering non-recoverability determinations across multiple older vintage deals.

Sleuthing for Outstanding Litigation on Liquidated Loans
In WFCM 2015-C26, the Aloft loan liquidated last year amid an ongoing legal battle that has been 
raging for years. The servicer uncovered back in 2020 “defective origination documents”. It filed 
a repurchase claim in the New York Supreme Court against the originator in January 2021. The 
originator complied with a court order and repurchased the loan in January 2024, which triggered 
the loan’s liquidation to the tune of $51.3 million. The originator appealed the decision around that 
time. The servicer requested the recent holdbacks to cover the trust’s exposure to “unfavorable 
[court] decision”. The Aloft situation, which we pieced together from deal commentary, press 
reports, and servicer memos, underscores the difficulty in tracking legal proceedings on CMBS 
loans.
We do not see a way to systematically identify liquidated loans with outstanding litigation. In the 
absence of a data field marking potential legal exposure of the trust, investors may need to review 
historical deal commentaries and third-party sources on every liquidated loan. Sometimes it may 
not even be clear what specific loans triggered sudden holdbacks. In WFCM 2015-C26 the deal 
reporting clearly ties the trust-level holdbacks to Aloft’s repurchase claim litigation. But in JPMBB 
2013-C15, for example, the reason for the $19 million holdbacks remains murky.

2  “Blanket NRAs: Shutting Down Advances Upends Credit IO Trades,” CMBS Credit Focus, Academy Securities, January 3, 2024

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


