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Mall Loan Assumptions Set a Blueprint for Distressed Office
We expect to see a growing number of loan assumptions in distressed 
situations, especially as new sponsors take over with the goal of executing 
capital-intensive property redevelopments. Such loan assumptions typically 
coincide with loan modifications. The new borrower will look to negotiate 
a favorable position for its fresh capital in a revamped capital structure, or 
waterfall mechanisms to recoup development costs.
Executed mod/assumptions around mall redevelopments could provide a 
blueprint for what CMBS investors should expect in such situations. Notable 
examples include the recent assumption on the $125 million Westfield Palm 
Desert loan (MSBAM 2015-C21 and WFCM 2015-C27), and before that on the 
$300 million Bridgewater Commons loan (GSMS 2012-BWTR). Interestingly, 
in Westfield Palm Desert the assumption provisions set up a mechanism for the new borrower 
to recover capital expenses as it looks to redevelop portions of the 977K sf regional mall in Palm 
Desert, CA, with housing, entertainment, and other mixed-use components.
Taking a cue from the mall loan precedents, distressed assumptions are especially pertinent for 
struggling CMBS office buildings. Servicers may look to incentivize new borrowers to pursue the 
capital expenditures or redevelopment projects such properties need. Examples of office buildings 
that servicers are currently marketing for sale, and could see mod/assumption as one eventual 
outcome, include the $309.8 million River North Point (GSMS 2018-RIVR) and the widely-watched 
$308 million 1740 Broadway (BWAY 2015-1740).1 

1  “Special Servicer Replacements: 1740 Broadway Crystalizes Implications,” CMBS Credit Focus, Academy Securities, October 16, 2023

Figure 1. River North Point Loan and Property Parameters

Asset River North Point

Deal GSMS 2018-RIVR

Loan Balance ($psf) $309,799,056 ($238 psf)

Maturity July 2023

Coupon / Amortization TSFR1M + 1.54% floating / Interest-only Appraisal History Total Advancing (as of 2/2024)

Loan Status Matured Non-Perf & Specially Serviced $489.0 MM (May-2018) Principal & Interest: $0.0 MM

Property Type Mixed Use (Office & Hotel) Taxes & Insurance: $7.7 MM

Property Size / Occupancy 1,298,176 sq. ft. / 72% occ. (Aug 2023) Unpaid Advance Interest: $0.0 MM

Location Chicago, IL Total Advances & Interest: $7.7 MM

Source: Morningstar Credit and Academy Securities

https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Special_Transfers.pdf
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Office Properties on Sale Could See New CMBS Borrowers
In River North Point and 1740 Broadway, as well as in similar situations, servicers may debate 
between a highly distressed liquidation that terminates the outstanding CMBS debt, and a 
complex mod/assumption that introduces a new borrower to the capital structure. The latter 
can come in the form of a split A/B modification, that market participants expect to become 
prevalent again. Split A/B cutoff points have been a contentious aspect in the past, and should 
continue attracting attention as we discussed in a previous report.2 But some challenges that we 
see in tracking loan assumptions, or assumptions that are not tied to split A/B mods, add another 
layer of complexity.
Deals report loan assumptions via a dedicated Investor Reporting Package (IRP) field “Date of 
Assumption” (L91/D32). The field will show the date a new borrower executed the most recent 
assumption. L91/D32 will be empty if the original borrower is still in place. The reporting package 
also includes an assumption posting template, that generically shows many reporting items, 
including funds attributable to the old borrowers and those that the new borrower is responsible 
for. However, we observed that the assumption IRP fields are not readily available on a few 
cashflow systems investors use. We also could not track down populated assumption templates, 
even on loans we clearly identified as assumed. 

Most Assumptions to Date Have Been on Performing Loans
Assumption surveillance may not attract much attention when new borrowers take over 
performing loans that face no credit issues. To be sure, investors do care about the identity of the 
borrower. As such, standard assumption provisions in PSAs are aimed at allowing only so-called 
qualified borrowers to assume loans. Most of the loan assumptions we see in recent years have 
been on performing loans (Figure 2). 

2  “Credit 2023: Advancing and Workout Approaches to Play a Central Role,” CMBS Credit Focus, Academy Securities, December 22, 2022

Figure 2. CMBS Loan Assumptions, 2017-2023

Source: Morningstar Credit and Academy Securities

https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Credit2023.pdf
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In distressed situations the timing and mechanics of loan assumptions, and the identity of the 
new borrower that is looking to redevelop a struggling property becomes much more critical. 
This underscores the relevance of the assumption reporting fields. The fields can also inform 
about situations where modification templates do not explicitly allude to loan assumptions. One 
example is the $169.1 million 625 Madison Avenue (COMM 2014-CR14 and CR15).3 A recently 
released modification template on the leased fee CMBS loan notes the “borrower” will pay down 
$25 million of the outstanding balance, terminate the ground lease, and demolish the existing 
building. The L91 field on the loan suggests that the loan was assumed in December 2023, 
coinciding with the modification. The apparent mod/assumption on 625 Madison blurs a bit the 
future path of the loan, which some rating agencies and other market participants expected to 
pay off following SL Green’s property sale announcement in December 2023.

3  “The Road to Conversion: Consider Ground Leases and ARD Loans in Office Analysis,” CMBS Credit Focus, Academy Securities, January 5, 2023

https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_625Mad.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.


