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UNITED STATES BANKRUPTCY COURT  
FOR THE SOUTHERN DISTRICT OF TEXAS  

HOUSTON DIVISION 
 

In Re: 
 
LURIN REAL ESTATE HOLDINGS XXI, 
LLC, et al. 
 

Debtors.1 

) 
) 
) 
) 
) 
) 
) 

 
Case No. 26-90344 (ARP) 
 
Chapter 11 
 
(Jointly Administered) 

 
FEDERAL NATIONAL MORTGAGE ASSOCIATION’S OBJECTION TO 

DEBTORS’ EMERGENCY MOTION FOR ENTRY OF AN ORDER (I) 
AUTHORIZING THE LATITUDE DEBTOR TO ENTER INTO INSURANCE 

PREMIUM FINANCE AGREEMENT AND TO PROVIDE ADEQUATE 
PROTECTION, AND (II) GRANTING RELATED RELIEF 

Federal National Mortgage Association (“Fannie Mae”) hereby files this objection (this 

“Objection”) with respect to the Debtors’ Emergency Motion for Entry of an Order (I) Authorizing 

the Latitude Debtor to Enter into Insurance Premium Finance Agreement and to Provide Adequate 

Protection, and (II) Granting Related Relief [Docket No. 376] (the “Motion”) filed by the above-

captioned debtors and debtors in possession (the “Debtors”). In support of this Objection, Fannie 

Mae respectfully states as follows: 

Preliminary Statement 

1. The Motion should be denied because the proposed premium financing 

arrangement would grant a third-party lender rights that directly conflict with Fannie Mae’s liens 

and bargained-for rights under the Loan Documents. Among other things, the Motion seeks 

authority for the Premium Finance Lender (defined below) to obtain a purported first-priority 

interest in insurance-related proceeds and unearned premiums and to exercise cancellation rights 

 
1 A complete list of each of the Debtors in these chapter 11 cases may be obtained on the website of the Debtors’ 
claims and noticing agent at https://restructuring.ra.kroll.com/Lurin/Home-Index. The location of the Debtors’ service 
address is: 2101 Cedar Springs, Suite 1050, Dallas, TX 75201. 

Case 26-90344   Document 390   Filed in TXSB on 06/08/26   Page 1 of 12



 

2 

upon a default. Fannie Mae already possesses a first-priority security interest in those same 

insurance-related assets, together with extensive contractual rights designed to protect its 

collateral, including, among other things, the right to be named as loss payee and the benefit of an 

irrevocable power of attorney with respect to insurance matters. The Loan Documents do not 

permit unauthorized liens and encumbrances on the collateral securing the Latitude Debtor’s 

obligations to Fannie Mae, including insurance arrangements that impair Fannie Mae’s rights in 

insurance policies, insurance proceeds, or related recoveries. Fannie Mae cannot be compelled to 

accept a financing structure that diminishes its rights or interferes with its ability to receive the full 

benefit of the insurance coverage protecting its collateral. 

2. The Motion is also the latest example of the Debtor prioritizing professional fees 

and administrative expenses over compliance with its fundamental obligations under the Loan 

Documents. Throughout this bankruptcy case, Fannie Mae has repeatedly raised concerns 

regarding the substantial professional fees being incurred while the Property appears unable to 

generate sufficient cash flow to satisfy even basic obligations, including regular debt service 

payments to Fannie Mae and the maintenance of required insurance coverage. Rather than 

directing its limited resources toward preserving and protecting the Property, the Debtor now seeks 

authority to incur additional financing costs and grant a third-party lender rights in Fannie Mae’s 

collateral in order to fund insurance premiums it was already obligated to maintain. 

3. In any event, the Motion provides no adequate protection for the impairment of 

Fannie Mae’s rights. Fannie Mae extended more than $77 million in financing in reliance on a 

negotiated collateral package that includes substantial rights in insurance policies, insurance 

proceeds, unearned premiums, and related recoveries. The Debtor cannot alter that bargain by 

granting competing rights in the same collateral without Fannie Mae’s consent or adequate 
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protection. Because the proposed financing arrangement conflicts with the Loan Documents and 

improperly impairs Fannie Mae’s collateral rights, the Motion should be denied. 

Background 

4. On March 2, 2026, Lurin Real Estate Holdings XXI, LLC (the “Debtor”) filed a 

voluntary petition for relief under chapter 11 of title 11 of the United States Code (the “Bankruptcy 

Code”)2 in the United States Bankruptcy Court for the Southern District of Texas (the “Court”). 

The Debtor remains in possession of its assets and continues to operate and manage its business 

as debtor in possession pursuant to §§ 1107 and 1108. On May 5, 2026, the Office of the United 

States Trustee for the Southern District of Texas (the “U.S. Trustee”) appointed an official 

committee of unsecured creditors (the “Committee”). 

5. Prior to these chapter 11 cases, the Debtor entered into the following instruments 

(collectively, the “Loan Documents”): 

(i) the Multifamily Loan and Security Agreement (the “Loan Agreement”),3 
dated as of June 30, 2023, executed by the Debtor and JLL Real Estate 
Capital, LLC; 

(ii) the Multifamily Note dated June 30, 2023, in the original principal amount 
of $77,220,000.00; 

(iii) the Multifamily Mortgage and Multifamily Deed of Trust (the “Deed of 
Trust”) dated June 30, 2023, in the original principal amount of 
$77,220,000.00, which was duly recorded on June 30, 2023, as Document 
No. 2023244424; 

(iv) the Assignment of Collateral Documents and Other Loan Documents 
effective June 30, 2023, which was recorded on June 30, 2023, as Document 
No. 2023244425; and 

(v) the Financing Statement filed with the Delaware Department of State on 
July 7, 2023, Document No. 20234740030. 

 
2 All references to chapter or “§” herein are references to the Bankruptcy Code unless otherwise designated.  

3 A copy of the Loan Agreement is attached hereto as Exhibit 1. 
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Loan Agreement Provisions Related to Insurance  

6. Pursuant to Article 9 of the Loan Agreement and the Deed of Trust, any insurance 

policies and all rights arising thereunder constitute a critical component of Fannie Mae’s collateral 

package. Section 9.02(a) of the Loan Agreement requires the Debtor to maintain comprehensive 

property and liability insurance coverage at all times in such amounts, forms, and with such carriers 

as Fannie Mae may require. Among other things, the Debtor is required to maintain casualty 

insurance, business interruption insurance, flood insurance (where applicable), commercial 

general liability insurance, and such other insurance as Fannie Mae may determine is necessary to 

protect the Property and its collateral interests. Loan Agreement §§ 9.02(a), 9.03(a). Section 1 of 

the Deed of Trust also specifically lists insurance policies and proceeds thereof as part of the 

definition of “Mortgaged Property” securing the obligations owed to Fannie Mae. 

7. To further protect Fannie Mae’s collateral position, Section 9.02(b) of the Loan 

Agreement requires the Debtor to cause all insurance policies capable of being endorsed with 

standard mortgagee clauses to be endorsed in favor of Fannie Mae, to provide copies of renewal 

notices and evidence of premium payments, and to deliver evidence of renewed coverage prior to 

policy expiration. Loan Agreement § 9.02(b)(1)-(3). The Debtor is also required to provide 

immediate notice of any casualty loss, execute such further assignments of insurance proceeds as 

Fannie Mae may request, and, upon request, deliver insurance proceeds to Fannie Mae for 

application in accordance with the Loan Documents. Loan Agreement § 9.02(b)(4)-(6). 

8. Pursuant to Section 9.03(b) of the Loan Agreement, Fannie Mae possesses the right 

to determine the application of insurance proceeds following a casualty event. In addition, Section 

9.03(d) provides that, upon a foreclosure or acquisition of the Property, Fannie Mae automatically 
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succeeds to all of the Debtor’s rights in and to the insurance policies, unearned insurance 

premiums, and insurance proceeds relating to the Property. Loan Agreement §§ 9.03(b), (d). 

9. The Loan Agreement further grants Fannie Mae broad authority to act with respect 

to insurance matters. Pursuant to Sections 9.03(e) and 14.03(c), the Debtor irrevocably appointed 

Fannie Mae as its attorney-in-fact with authority to adjust and compromise insurance claims, 

prosecute actions arising under insurance policies, collect insurance proceeds, and otherwise 

exercise rights relating to insurance recoveries affecting the Property. Loan Agreement §§ 9.03(e), 

14.03(c)(5)-(7).4 

10. The Loan Agreement contains strict limitations on the Debtor’s ability to incur 

indebtedness or grant liens affecting the Property or related collateral. Article 11 of the Loan 

Agreement generally prohibits the Debtor from granting liens or permitting encumbrances on the 

Property except for specifically enumerated “Permitted Encumbrances” and other limited 

exceptions expressly authorized by the Loan Documents. Loan Agreement § 11.02(a). In 

particular, Section 11.02(c) provides that the Debtor “shall not incur or be obligated at any time 

with respect to any loan or other indebtedness” other than specifically permitted indebtedness, 

including indebtedness secured by a lien on, or the cash flows from, the Property. Loan Agreement 

§ 11.02(c). 

Cash Collateral Order 

11. On April 15, 2026, the Court entered the Agreed Final Order Authorizing Debtor 

to Use Cash Collateral of Federal National Mortgage Association and Providing Adequate 

 
4 Section 9.03(a) of the Loan Agreement authorizes Fannie Mae to procure insurance coverage at the Debtor’s expense 
if the Debtor fails to maintain insurance that complies with the Loan Documents, with all related costs constituting 
additional indebtedness secured by the Loan Documents. Loan Agreement § 9.03(a). Because the Debtor failed to 
maintain compliant insurance coverage, Fannie Mae exercised those rights and obtained force-placed insurance to 
protect its collateral. Because force-placed insurance is more expensive than borrower-procured coverage, Fannie Mae 
has required as a condition to use of its cash collateral, the Debtor to obtain replacement coverage that complies with 
the Loan Documents so that the force-placed policy may be terminated. 
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Protection [Docket No. 157] (the “Final Cash Collateral Order”) pursuant to which Fannie Mae 

and the Debtor agreed on terms by which the Debtor could continue to use Fannie Mae’s cash 

collateral throughout the pendency of these chapter 11 cases.  

12. Paragraph 5(iii) of the Final Cash Collateral Order obligates the Debtor to provide 

proof of adequate insurance on the Property before May 6, 2026. The Loan Agreement provides 

certain requirements for insurance on 201 & 301 Wilcrest Drive, Houston, Texas, which real 

property and the apartment buildings and improvements located thereon are hereinafter referred to 

as the “Property.” 

Proposed Premium Financing  

13. On June 4, 2026, the Debtors filed the Motion seeking to enter into that certain 

Finance Agreement (as defined in the Motion) whereby FIRST Insurance Funding, a Division of 

Lake Forest Bank & Trust Company, N.A. (“FIRST” or “Premium Finance Lender”) will provide 

financing to the Debtor for the retention of general liability and property insurance policies 

(collectively, the “Financed Policies”). 

14. Notwithstanding the restrictions in the Loan Documents, the proposed Premium 

Financing seeks to grant the Premium Finance Lender a first-priority lien and security interest in 

the Financed Policies and related rights, including returned and unearned premiums, policy credits, 

dividend payments, certain loss-related payments, and other rights arising under the Financed 

Policies. Finance Agreement § 1. The Finance Agreement also requires that the Premium Finance 

Lender be designated as a loss payee and grants it an irrevocable power of attorney authorizing it, 

upon a default, to cancel the Financed Policies and collect insurance proceeds and other sums 

payable thereunder. Finance Agreement §§ 1, 6. These provisions directly conflict with Fannie 

Mae’s rights and control over the very insurance policies, proceeds, and recoveries that are already 
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subject to Fannie Mae’s liens and contractual protections under the Loan Documents.  For these 

reasons, as the Fannie Mae Multifamily Guide makes clear, third-party premium financing is not 

permitted if the financing agreement has a “negative impact” on Fannie Mae, the Servicer, or the 

Mortgage Loan collateral and includes “any conditions that could prevent” Fannie Mae or the 

Servicer “from receiving the insurance proceeds.”  Fannie Mae Multifamily Selling and Servicing 

Guide (“Multifamily Guide”), Part II, Chapter 5 – Property and Liability Insurance, Section 

501.01G.5  

15. Because the Motion seeks a senior interest in and lien on the Financed Policies to 

Fannie Mae’s interest therein, it violates the Loan Documents and Sections 361, 363 and 364(d) 

of the Bankruptcy Code, and should not be approved. 

Objection 

A. The Proposed Premium Financing Impermissibly Grants a Third Party Senior 
Rights in Insurance-Related Collateral Without Fannie Mae’s Consent or Adequate 
Protection. 

 
16. The Motion should be denied because the proposed Premium Financing grants a 

third-party lender rights in insurance policies, insurance proceeds, unearned premiums, and related 

recoveries that are already subject to Fannie Mae’s senior liens and contractual protections under 

the Loan Documents without Fannie Mae’s consent or providing adequate protection to Fannie 

Mae. 

17. Fannie Mae’s collateral includes not only the Property, but also the insurance 

policies and proceeds required to protect it. Under Article 9 of the Loan Agreement, the Debtor 

must continuously maintain adequate insurance, and the resulting policies and proceeds are a 

 
5 Section 501.01(G) is attached hereto as Exhibit 2. Because the Multifamily Guide is voluminous, it is not attached 
in its entirety. A complete copy of the Multifamily Guide is available at https://mfguide.fanniemae.com/ or may be 
obtained from Fannie Mae upon request. 
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critical component of Fannie Mae’s collateral package. In the event of a casualty, those proceeds 

are intended to restore the Property or reduce the indebtedness secured thereby. 

18. The proposed Finance Agreement would impermissibly alter that bargain. It grants 

the Premium Finance Lender a purported first-priority security interest in the Financed Policies 

and related insurance rights, authorizes the Premium Finance Lender to receive insurance-related 

payments and recoveries, permits it to be designated as a loss payee under certain circumstances, 

and allows it to cancel the Financed Policies upon a default. These rights directly conflict with 

Fannie Mae’s existing rights in the same collateral and are inconsistent with the Loan Documents. 

Fannie Mae did not agree to share, subordinate, or relinquish its rights in insurance-related 

collateral, and the Debtor cannot compel that result through the Motion. 

19. Absent Fannie Mae’s consent, the Debtor must establish that Fannie Mae is 

adequately protected as required by sections 361, 363, and 364 of the Bankruptcy Code. See In re 

Las Torres Dev. L.L.C., 413 B.R. 687, 694-95 (Bankr. S.D. Tex. 2009); In re Cage, 357 B.R. 99, 

101 (Bankr. S.D. Tex. 2004) (recognizing that adequate protection is intended to provide a secured 

creditor with “in value essentially what he bargained for”) (internal citation omitted). Nevertheless, 

the Motion would authorize a third party to obtain senior rights in those assets without providing 

any protection against the resulting diminution in value or increased risk. See In re Good, 428 B.R. 

235, 242 (Bankr. E.D. Tex. 2010) (“A debtor must provide a secured creditor with adequate 

protection in order to maintain the automatic stay.”). 

20. The Debtor bears the burden of proving that the proposed transaction will not 

diminish the value of Fannie Mae’s interest in its collateral. See In re Quality Woodwork Interiors, 

Inc., No. 05-35214, 2005 Bankr. LEXIS 3583, at *14 (Bankr. S.D. Tex. Apr. 28, 2005); In re 
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Yellowstone Mt. Club, LLC, No. 08-61570-11, 2008 Bankr. LEXIS 4062, at *27 (Bankr. D. Mont. 

Dec. 17, 2008).  

21. The need for adequate protection is particularly acute because the Financed Policies 

protect the real property securing Fannie Mae’s claim. Insurance proceeds may represent one of 

the most significant sources of value available to repair or restore the collateral following a 

casualty, while cancellation of the Financed Policies could expose both the estate and Fannie Mae 

to substantial risk. Yet the Motion seeks to rewrite Fannie Mae’s collateral package by granting a 

third party superior rights in the Financed Policies and related proceeds, while offering no 

mechanism to protect Fannie Mae from the resulting dilution of its rights or the increased risk to 

its collateral. 

22. Simply put, the Debtor seeks authority to modify Fannie Mae’s collateral package 

and confer new rights on a third-party lender while offering Fannie Mae nothing in return. The 

Bankruptcy Code does not permit a debtor to materially alter a secured creditor’s collateral 

position without providing adequate protection. See In re Las Torres Dev., L.L.C., 413 B.R. at 694-

95; In re Cage, 357 B.R. at 101. Accordingly, the Motion should be denied.  

B. The Proposed Agreement Permits Cancellation of Critical Insurance 
Coverage Without Adequate Notice or Cure Rights. 

 
23. The proposed Finance Agreement grants the Premium Finance Lender an 

irrevocable power of attorney authorizing it, upon the occurrence of a default, to cancel the 

Debtor’s insurance policies. The maintenance of insurance coverage is a fundamental requirement 

of the Loan Documents, the Cash Collateral Order and the Bankruptcy Code (see § 1112(b)(4)(C)) 

and is essential to preserving the value of Fannie Mae’s collateral. Notwithstanding the 

significance of these rights, the Motion does not provide Fannie Mae with notice of any payment 
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default under the Premium Financing, notice of any intent to cancel the policies, or any opportunity 

to cure a default before cancellation occurs. 

24. Approval of any Premium Financing that permits a third party to terminate 

insurance coverage protecting Fannie Mae’s collateral, without adequate notice and cure rights, 

would unnecessarily jeopardize the estate and Fannie Mae. At a minimum, any order approving 

the Motion should require prompt notice to Fannie Mae of any default under the Financing 

Agreement, advance notice of any proposed cancellation, and a reasonable opportunity for the 

Debtor and Fannie Mae to cure any payment default before coverage may be terminated. 

C. The Motion Fails to Address the Impact of the Debtor’s Existing Bankruptcy 
Case on the Premium Financing. 

 
25. The Finance Agreement identifies the Debtor as a debtor-in-possession yet 

simultaneously provides that the commencement or existence of a bankruptcy proceeding 

constitutes an event of default. Finance Agreement § 10.  The Motion does not explain how this 

provision will operate in the context of the Debtor’s pending chapter 11 case, whether the Premium 

Finance Lender has waived reliance on such provision, or whether FIRST is permitted to assert 

default rights arising from the Debtor’s bankruptcy status. 

26. Absent clarification, approval of the proposed Premium Financing will place the 

Debtor in immediate default and create uncertainty regarding the continued availability of 

insurance coverage and the rights of the parties thereunder. Accordingly, if the Court grants the 

Motion—which it should not—the Court should require the Debtor and the Premium Finance 

Lender to clarify that no default exists solely by virtue of the Debtor’s chapter 11 filing and that 

the Premium Finance Lender may not exercise remedies based upon the commencement or 

pendency of these bankruptcy proceedings.  

Conclusion 
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27. For the foregoing reasons, the Motion should be denied. The Debtor seeks to grant 

a third-party lender competing rights in insurance-related collateral that Fannie Mae bargained for 

as part of its security package, notwithstanding the restrictions imposed by the Loan Documents 

and without providing the adequate protection required by the Bankruptcy Code. 

28. Fannie Mae expressly reserves all rights, claims, defenses, and remedies available 

under the Loan Documents, the Bankruptcy Code, and applicable non-bankruptcy law, including 

the right to supplement, amend, or otherwise modify this Objection, assert additional objections to 

the Motion, and seek any appropriate affirmative relief. Without limiting the foregoing, Fannie 

Mae reserves all rights to seek dismissal of these chapter 11 cases, relief from the automatic stay, 

adequate protection, or such other relief as may be warranted by future developments in these 

cases. 

Dated: June 8, 2026 

DENTONS US LLP 
 
/s/ John D. Beck     
John D. Beck  
State Bar No. 24073898 
1221 Avenue of the Americas 
New York, NY 10020 
Phone: 212-768-6700 
Email: john.beck@dentons.com 
 
-and- 
 
Jill L. Nicholson (admitted pro hac vice) 
Jasmine J. Reed (admitted pro hac vice) 
Dentons US LLP 
233 S. Wacker Drive, Suite 5900 
Chicago, IL 60606 
Phone: 312-876-8000 
Email: jill.nicholson@dentons.com 
 
Counsel for Fannie Mae 
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CERTIFICATE OF SERVICE 

I hereby certify that, on June 8, 2026, a true and correct copy of the foregoing document 
was served electronically on all parties registered to receive notice of filings in this case through 
the Court’s CM/ECF PACER system. 
 
        /s/ John D. Beck  
        John D. Beck 
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MULTIFAMILY LOAN AND SECURITY AGREEMENT

(NON-RECOURSE)

BY AND BETWEEN

LURIN REAL ESTATE HOLDINGS XXI, LLC, a Delaware limited liability
company

AND

JLL REAL ESTATE CAPITAL, LLC, a Delaware limited liability company

DATED AS OF

June 30, 2023

Fannie Mae
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