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Servicers Pre-Negotiate Forbearances Amid SASB Loan Extension Limits
The recent modification of the $975 million One Market Plaza loan (OMPT 
2017-1MKT) introduces a twist to mod extension periods in the form of 
pre-negotiated forbearance period. The servicer extended the maturity 
of the San Francisco office-backed loan through February 2026 (Figure 1). 
The borrower also received a one-year extension option, that could push 
maturity to February 2027. But if the borrower is unable to pay the loan 
in full at that time, it can exercise another option that will kick off a one-
year “forbearance period”. During this period the servicer will refrain from 
exercising its rights around borrower’s default. The exercise of these borrower 
options is contingent upon meeting various conditions. But including a 
forbearance period that could potentially follow a long extension period, and negotiating it many 
years in advance, is an approach that we believe has not been prevalent in loan modifications we 
observed in recent months.
Figure 1. One Market Plaza Loan and Property Parameters

Asset One Market Plaza

Deal OMPT 2017-1MKT

Property Type / Size Mixed Use (Office & Retail) 1,583,739 sq. ft (54k sq. ft. retail)

Location San Francisco, CA
Pre-Modification Post-Modification (February 2024)

Loan Status Matured Current (Specailly Serviced)

Loan Balance ($psf) $975,000,000 ($616 psf) $850,000,000 ($537 psf)

Coupon / Amortization 4.031% fixed / Interest-only 4.031% fixed / Interest-only

Maturity February 2024 February 2026

Extension Options i) one 1-year extension option (February 2027), plus
ii) one 1-year forbearance period (February 2028)

Extension Terms Second Option: 30 days notice, no EOD, TI/LC reserve minimum of $150/SF, borrower pays all 
fees/costs
Forbearance Option: 30 days notice, no EOD, Debt Yield>8.5%, TI/LC reserve minimum of $150/
SF, borrower pays all fees/costs

Other Terms Conditions Precedent to Inititial Modification / Extension:
* $125mm Equity Contribution to be applied to the loan principal balance;
* $50mm Closing Deposit to be used to pay all the Lender closing costs and expenses; and the 
balance will be deposited into the TI/L Reserve;
* $6mm deposited into the Basic Carry reserves for property tax and insurance accruals;
* $3.4mm to pay the DS due on 2/6/2024 based on the UPB before the pay down.

Source: Deal Documents, Morningstar Credit, and Academy Securities
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SASB Typically Limit Troubled Loans’ Extension Periods
A pre-negotiated forbearance may be designed to address, among other considerations, a 
limitation that SASB deals typically have on the number of years servicers can extend troubled 
loans. To be sure, deal documents state that servicers have broad discretion (subject to “accepted 
servicing practices” and the rights of the controlling class representative), to modify loan terms. 
But deal provisions may also note that servicers cannot extend the loan’s maturity date beyond a 
specified number of years prior to the deals “rated final distribution date”. SASB rated final dates 
typically fall only a few years after the expected (or “assumed”) distribution dates (Figure 2). In 
contrast, conduit deals final dates can stretch decades into the future.

Figure 2. SASB Fully-extended and Rated Final Maturity Schedule

Source: Morningstar Credit and Academy Securities
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In OMPT 2017-1MKT, the deal’s Trust and Servicing Agreement (TSA) sets the loan extension 
threshold at five years before the bonds’ final date, which is February 2032. As such, the servicer 
can extend One Market Plaza’s maturity only through February 2027, up to three years following 
the loan’s original scheduled maturity. All told, if the forbearance period, that could potentially run 
through February 2028, is not formally considered maturity extension, the modification may still 
be consistent with the TSA provisions. For context, in JPMCC 2018-AON the servicer negotiated 
last year a three-year extension on the Chicago office-backed $536 million loan (also pari-passu 
in BMARK 2018-B4, B5, and B7).1 AON’s modified maturity date is July 1, 2026. This date falls 
precisely five years prior to the SASB bonds’ rated final maturity. This is the extension limit in 
AON’s TSA, similar to One Market Plaza’s limit. The AON mod does not include a forbearance 
period.

Blurring the Distinction of Forbearance and Modification Agreements
The nuance in OMPT 2017-1MKT around the extension/forbearance periods, re-focuses 
attention on the distinction between forbearance and modification agreements. The distinction 
matters for reporting purposes, as well as for a precise understanding by investors of the workout 
approach a servicer takes, and the terms it negotiated with the borrower. 
A key aspect that differentiates modification and forbearance agreements is that forbearance 
should not change any of the loan terms, monetary and non-monetary. Forbearance is a 
reservation of the noteholder’s rights and is not indicative of permanent changes to the terms of 
a loan, as in a modification, according to CREFC IRP’s best practices template. The IRP also notes 
that if the amount and/or timing of the loan payment or other money term has been permanently 
altered for a specified time period (outside of the forbearance period), the servicer should report 
the loan as a modification.
In OMPT 2017-1MKT the servicer is clearly reporting the whole agreement on the loan as 
modification. But the inclusion of a forbearance period in the loan’s complex modification terms 
may blur the distinction between the two workout approaches. This may be especially the case 
if the forbearance follows the modification/extension period. So far, servicers typically executed 
mods after forbearance periods. Servicers negotiated forbearance agreements to help borrowers 
address temporary performance issues, especially during COVID. The OMPT 2017-1MKT mod 
may herald a reversal of the forbearance/mod order.

1  See “Credit 2024: Workout Nuances Come to the Fore,” CMBS Credit Focus, Academy Securities, December 11, 2023

https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Credit2024.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.


