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� Summary 
Borrowers, issuers, and the overall market have expressed 
dissatisfaction with the commercial mortgage-backed securities 
(CMBS) loan assumption process. Fitch Ratings investigated the most 
frequently expressed complaints by requesting and reviewing relevant 
data from its rated servicers. Fitch created a loan assumption tracking 
report for its rated servicers to complete as part of the annual 2005 
servicer review. The agency measured the various periods between the 
steps required to complete an assumption from the time the borrower 
first requests an assumption to final approvals and consents received 
by the lead servicer.  

Borrower satisfaction is integral to the long-term viability of the 
CMBS industry; therefore, Fitch expects highly rated servicers to 
proactively address borrower issues. Fitch emphasizes the customer 
service practices of servicers and specifically examines borrower 
satisfaction measurements and results during the servicer’s annual 
rating review. 

Fitch aggregated data from all its rated servicers to determine how they 
performed as a group in the loan assumption process. This report 
presents summary data collected from the servicers during their 2005 
annual servicer rating reviews and includes data on assumptions 
completed during 2004 and 2005.  

� CMBS Loan Assumption Process 
While the loan assumption process for a CMBS loan is similar to that 
of any commercial mortgage loan, there are a few additional obligatory 
steps. Adding to the timing challenges is the fact that the requirements 
and procedures for loan assumptions are not standardized across the 
originators’ loan documents, among servicers, or between pooling and 
servicing agreements (PSAs). Typically in CMBS transactions, the 
primary servicer receives the assumption request from the borrower. 
Because the transactions vary regarding which servicer (master, 
primary, or special servicer) actually acts as the lead, this report refers 
to the initial servicer throughout this paper as the “lead servicer.” The 
lead servicer, in turn, informs the borrower of the documentation 
necessary to process the assumption, including, but not limited to: 
� Current property operating statements. 
� Financial statements of the proposed borrower. 
� A summary of the proposed borrower’s real estate ownership/ 

management history. 
� Banking references of the proposed borrower. 
� Legal documentation for the proposed special purpose entity to be 

created by the purchaser. 
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Upon receipt of all required information, the lead 
servicer underwrites the proposed transaction, 
presents a recommendation to a credit committee, 
and either approves or denies the request.  

Once the loan assumption is approved by the lead 
servicer, there are usually other parties within the 
CMBS structure that need to approve or consent to 
the transaction if required by the PSA. These include, 
but are not limited to, the: 
� Master servicer. 
� Special servicer.  
� Controlling class holder. 
� B noteholder. 

 

In addition, if the loan is large enough, the rating 
agencies may need to provide confirmation that the 
loan assumption, in and of itself, will not cause a 
downgrade of the bonds of the underlying 
transaction. For CMBS transactions, Fitch reviews an 
assumption if the loan is one of the 10 largest loans in 
the transaction or is related to one of the 10 largest 
borrowers in a transaction. 

� Data Collection 
As part of its 2005 annual servicer review, Fitch 
requested loan-level data on loan assumptions 
processed by each servicer during the year. While all 
Fitch-rated servicers were able to provide loan 
assumption data, not all servicers historically tracked 
all the specific dates requested by Fitch to complete 
the analysis. Starting in 2006, these dates will be 
tracked, and Fitch will continue to refine its analysis 
as the data become more available and consistently 
tracked across the industry. For each assumption, 
Fitch requested the following dates: 
� When the request for an assumption was initially 

received from the borrower. 
� When the servicer classified its assumption 

request package as complete and analysis by the 
lead servicer commenced. 

� When the lead servicer’s analysis was 
sufficiently complete to make the required 
recommendation to outside parties. 

� When all approvals by outside parties were 
received by the lead servicer. 

� When the transaction closed. 
 

Because this was the first time Fitch requested the 
above data, certain servicers had difficulty providing 
all of the requested data. However, at a minimum, 
each servicer was able to submit data for the first four 
data points for the majority of the loans reported. 
While this created a situation whereby the five 

material periods monitored by Fitch have different 
populations of loans, the data remain noteworthy. 
The following is a summary of the data analysis. 

Initial Borrower Request to Final Approvals  

This period is probably the most discussed in the  
CMBS industry and is usually cited as ranging from  
90–150 days. The date of initial request is when the 
borrower first requests the assumption and, therefore, 
when the borrower’s clock starts to tick and the time to 
completion is tracked. CMBS servicers usually start 
measuring the time it takes to process an assumption 
once they have a complete assumption package, as they 
generally do not begin their analysis until that point.  

Borrower’s Initial Request to Complete 
Package 

The most significant statistic the Fitch research 
revealed was the average time from the date the lead 
servicer deemed the package complete to the date any 
and all approvals were received by the lead servicer 
(i.e. the portion of the process for which the servicers 
have direct responsibility). 

Complete Package to Final Consents 

This includes the time the lead servicer spends 
performing due diligence on the new borrower and 
the time it takes to get the required approval or 
consent on the assumption from various parties. The 
average number of days it took the lead servicer to 
complete an analysis from the complete assumption 
request package stage was 29 days for 1,086 loans. 
The average number of days it took the lead servicer 

The average number of days it took for a 
CMBS assumption to be completely processed 
from the initial borrower request stage to final 
approvals received from other parties by the 
lead servicer was 78 days for 1,730 loans.  

The average number of days between a 
borrower’s initial request and the day the 
package was complete, as defined by the lead 
servicer, was 38 days for 1,326 loans.  

The average number of days between the date 
the lead servicer had a complete assumption 
request package to the receipt of final consents 
was 49 days for 1,807 loans.  
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to receive final consents from the complete analysis 
stage was 24 days for 1,312 loans. 

� What Does the Information Tell Us? 
Borrower satisfaction has been a hot topic in U.S. 
CMBS for the past few years, with particular emphasis 
on the timing and numerous inconsistent layers of 
approvals in the CMBS loan assumption process. 
Industry task forces, conference panels, and borrower 
surveys have been devoted to this topic. The general 
consensus is that there is room for improvement in the 
CMBS borrower consent process for all consents, not 
just assumptions. While Fitch’s analysis of the loan 
assumption data confirmed this, the analysis also 
provided some valuable insights regarding CMBS 
borrower satisfaction and customer service. 

Servicers have generally been singled out as 
responsible for many CMBS borrower dissatisfaction 
issues, and the time it takes to process loan 
assumptions is often mentioned as a key contributor. 
Fitch’s analysis shows that while improvements can 
be made in the assumption process at all stages, 
significant delays take place from the time an 
incomplete request is initially submitted to the lead 
servicer to the time the assumption package is 
completed and analysis started.  

As reflected in the data, another significant delay 
occurred from the day the final approvals were 
obtained by the lead servicer to the day the transaction 
was flagged as complete (i.e. documented and 
recorded). The majority of CMBS servicers do not 
handle the execution of this stage; they usually rely on 
the new borrower’s counsel to complete and return 
documents to the primary servicer, which updates the 
loan servicing system. Accordingly, it is a challenge to 
track this stage, and Fitch did not receive sufficient 
data to perform a meaningful analysis. Hopefully, data 
for this stage can be captured for assumptions done in 
2006, and Fitch can analyze and comment on this 
period in a future report. 

� Recommendations to Improve the 
Process 

Clearly, there is room for improvement, and Fitch 
believes that borrower education is the key. 

Originators and servicers can do a better job of 
informing borrowers of the documentation necessary 
to process a CMBS assumption, the parties involved, 
the number of parties involved, and the real estate 
mortgage investment conduit limitations. Fitch 
believes that the “Borrower Guide to CMBS,” jointly 
published by the Commercial Mortgage Securities 
Association and the Mortgage Bankers Association, 
succinctly addresses these issues. Regardless of the 
source, this type of information should be provided to 
new borrowers. 

Obtaining necessary approvals or consents for the 
assumption from master servicers, special servicers, 
directing certificateholders, and rating agencies, or 
any combination thereof, is also an area that needs to 
be addressed. The data show it takes, on average, 
almost as long to obtain various approvals as to 
perform the full due diligence. The key to improving 
this situation and reducing overall processing time is 
communication. Providing each party with as much 
advance notice as possible that an assumption 
package is en route can help ensure that appropriate 
resources will be available to execute the process in a 
timely manner. The other more obvious solution is to 
limit the number of required approvals; Fitch believes 
the servicing industry has had some success in this 
area by structuring servicing agreements that reduce 
the number of consents required to approve the 
assumption. Fitch views favorably the streamlining of 
this process. 

Many conversations, industry panel discussions, and 
publications have addressed the proposal to 
standardize loan documents, assumption request 
packages, and PSAs. Although market participants 
agree on the benefits, the standardization of loan or 
transaction documents has not been adopted. 

In 2006, Fitch will continue to gather data from its 
rated servicers with an eye on establishing timing 
benchmarks for performance in this area. Because of 
the customer service implications of loan 
assumptions, Fitch will continue to focus on this area 
in its servicer reviews and during post-issuance 
surveillance of CMBS transactions. 
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