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Casualty Loss Procedures
For any casualty loss, the Lender/Servicer must follow the instructions contained in and complete the following form and insert the completed form in its servicing files:

Item
Inquiry
Response/Instructions

1. 
Date of the casualty loss.
Date 





2. 
Date when the Lender/Servicer was notified of the casualty loss.


Date 





3. 
Describe the scope of the damage and its affect on the Property (e.g., impact on the habitability of the building(s), safety of the residents, project occupancy, and  project income and expenses).


________________________________________________________________________________________________________

4. 
Describe the Borrower's general plan of action for securing and restoring the damaged portion of the Property.


____________________________________________________

5. 
Describe the status of the Borrower's efforts to implement its plan for securing and restoring the damaged portion of the Property, including the status of specific steps that need to be taken, such as the temporary relocation of tenants, preparation of plans and specifications, awarding of contracts, commencement of repair work, etc.


__________________________________________________________________________________________________________________________________

6. 
Are there any environmental problems associated with the damage, and if so, how they will be addressed?


____________________________________________________

7. 
What is the projected cost to repair and restore the damaged improvements?


$





Attach available information on contractors' bids or actual contract awards

8. 
Is the casualty loss covered by the Borrower's insurance policy?


Yes _______
No ________



9. 
Describe the status of any insurance claim filed (or to be filed) by the Borrower.


______________________________________________________________________________

10. 
What is an estimate of the amount of funds expected to be received from the insurance carrier in connection with the claim?


$





11. 
What is the estimated amount of additional funds that the Borrower will have to provide from its own resources to complete all necessary repair and restoration work?


$





12. 
Describe the current availability of such funds.


__________________________

13. 
Describe any other relevant information pertaining to the loss event that is known to the Lender/Servicer and could have a material bearing on Fannie Mae's and/or the Trust Fund's interests.


______________________________________________________________________________

14. 
Is the casualty loss expected to exceed $100,000?


Yes _______
No ________

If yes, Lender/Servicer must perform Items 16, 17 and 18.



15. 
Is the casualty loss expected to exceed 10 percent of the unpaid principal balance of the Mortgage?


Yes _______
No ________

If yes, Lender/Servicer must perform Items 16, 17 and 18.



16. 
A Property inspection is required.  Date of Property inspection.


Date 





17. 
Take photographs of the damage.  Date photographs taken.


Date 





18. 
Complete a Multifamily Physical Inspection and Evaluation Report (Form 4255).  





NOTE:  It is generally advisable for the Lender/Servicer to perform an inspection following any reported casualty loss, regardless of the magnitude of the loss; however, the Lender/Servicer may, in its discretion, forgo such an inspection if it determines, based on information provided by the Borrower or other reliable sources, that the casualty loss is not likely to exceed the lesser of $100,000 or 10 percent of the unpaid principal balance of the Mortgage.



19. 
Has the Borrower filed a timely proof of loss with the insurance carrier and otherwise acted to effect a prompt and reasonable adjustment of the loss?


Yes _______
No ________

If no, then Lender/Servicer must perform Item 20.

20. 
The Lender/Servicer must contact and work with the insurance carrier to adjust the loss claim.




21. 
The Lender/Servicer must complete the Report of Multifamily Hazard Insurance Loss (Form 178), which must include the Lender/Servicer's decision regarding the application of the insurance proceeds.


22. 
Is the Borrower in default or has an Event of Default occurred under the Security Instrument?
Yes _______
No ________

If yes, see Item 27.

If no, Lender/Servicer must perform Item 26.



23. 
Is the combination of insurance proceeds and Borrower-supplied funds sufficient to complete the necessary repairs to the Property to restore it to habitable condition?
Yes _______
No ________

If yes, see Item 27.

If no, Lender/Servicer must perform Item 26.



24. 
Upon completion of the repair and restoration work, will the Property be capable of generating sufficient income to cover all operating expenses, required Replacement Reserve deposits, and debt service payments on the Mortgage?
Yes _______
No ________

If yes, see Item 27.

If no, Lender/Servicer must perform Item 26.



25. 
Will the repair and restoration work be completed within a reasonable period of time, i.e. by the earlier of (i) the maturity date of the loan or (ii) within one year from the date of the casualty loss occurrence?
Yes _______
No ________

If yes, see Item 27.

If no, Lender/Servicer must perform Item 26.



26. 
Contact Multifamily Services - Asset Management in writing of its findings and send to Fannie Mae

· a completed Multifamily Physical Inspection and Evaluation Report (Form 4255) 

· a completed Report of Multifamily Hazard Insurance Loss (Form 178), which must include the Lender/Servicer's recommendation regarding the application of the insurance proceeds. 

Fannie Mae may then decide, in its sole discretion, either to 

· require that the insurance loss proceeds be applied to the unpaid principal balance of the Mortgage, or

· require that such proceeds be used to repair and restore the Property.




27. 
Lender/Servicer has authority to 

· use the proceeds to reimburse the Borrower for the cost of repairing the damage and restoring the Property to habitable condition and 

· if applicable, deposit the insurance loss proceeds in a Collateral Agreement Custodial Account to be governed by an executed Insurance Loss Proceeds Collateral Agreement (Form 4541)

· recommend to Fannie Mae that the proceeds be applied to the unpaid principal balance of the Mortgage.




28. 
Any insurance loss draft or check issued by the insurance carrier in connection with the loss must be made payable in accordance with the mortgage clause to Fannie Mae in care of the Lender/Servicer.  If the Lender/Servicer receives an insurance loss draft or check that is not payable to Fannie Mae in care of the Lender/Servicer, the Lender/Servicer must return it to the insurance carrier, with a request to have the loss draft or check reissued in the name of Fannie Mae in care of the Lender/Servicer.  The Lender/Servicer is delegated the responsibility to endorse any insurance loss draft or check on Fannie Mae's behalf.


29. 
The Lender/Servicer may elect to either:

(a)
endorse the loss draft or check and directly reimburse the Borrower for proceeds already expended from its own resources, or

(b)
hold the proceeds for use in reimbursing the Borrower for the cost of repairing and restoring the Property.
_____Lender/Servicer elects (a) 

_____Lender/Servicer elects (b) 

If (b) is elected, then must perform Items 30 through 32 below.

30. 
Deposit the insurance loss proceeds in a Custodial Account (which may be a separate account or may be commingled with other T&I funds), 
NOTE: A Letter of Authorization for Multifamily Collateral Agreement Custodial Account (Form 2051) must be executed for the Custodial Account and submitted to Multifamily Services - Asset Management.



31. 
Require the Borrower to deposit, in the same Custodial Account, funds equal to the difference between 

· the Lender/Servicer's estimate of the total cost to repair and restore the Property to its pre-casualty condition, and 

· the amount of the insurance proceeds

 


32. 
Prepare, and have the Borrower and Fannie Mae execute, two originals of an Insurance Loss Proceeds Collateral Agreement (Form 4541) specifying the terms and conditions under which the funds held in the Custodial Account will be released to the Borrower.  


NOTE: The Lender/Servicer may not execute such agreement on Fannie Mae's behalf. The Lender/Servicer must submit the two originals of the Borrower-executed agreement to Fannie Mae Multifamily Services - Asset Management for execution.

33. 
Is there on deposit in a Custodial Account all funds, including the Borrower's funds in excess of the insurance loss proceeds, estimated to be necessary to complete the repair and restoration work?


Yes _______
No ________

If yes, then proceed to Item 38.

If no, then see Item 37.



34. 
Does the Lender/Servicer have in its possession, copies of all applicable building permits and other permits/authorizations required to carry out the repair and restoration work?


Yes _______
No ________

If yes, then proceed to Item 38.

If no, then see Item 37.



35. 
Has the Lender/Servicer reviewed (or had a qualified professional review) and approved any plans and specifications relating to the repair and restoration work?


Yes _______
No ________

If yes, then proceed to Item 38.

If no, then see Item 37.



36. 
Does the Lender/Servicer know the identities of the principal contractor(s), architect(s), and engineer(s) who will be involved in the repair and restoration work, and is satisfied with their qualifications?


Yes _______
No ________

If yes, then proceed to Item 38.

If no, then see Item 37.



37. 
The Lender/Servicer must not permit the Borrower to begin any repair or restoration work, other than emergency work to protect the Property or correct a condition threatening the health and safety of the tenants.




38. 
The Lender/Servicer is responsible for approving the Borrower's requests for disbursements of funds held pursuant to an Insurance Loss Proceeds Collateral Agreement (Form 4541).  




39. 
Is the Lender/Servicer satisfied that all repair and restoration work covered by the disbursement request has been completed in a good and workmanlike manner and in accordance with any applicable plans and specifications, as evidenced by submissions from the Borrower and, if applicable, by the Lender/Servicer's or a qualified professional's inspection of the completed work?


Yes _______
No ________

If yes, then proceed to Item 43.

If no, then see Item 44.



40. 
Is the Lender/Servicer satisfied that all related invoices for items and services covered by the disbursement request  have been paid, unless the Borrower has satisfied any applicable pre-conditions of the Insurance Loss Proceeds Collateral Agreement for issuance of a joint check(s), made payable to the Borrower and the party(ies) owed funds under such invoices?


Yes _______
No ________

If yes, then proceed to Item 43.

If no, then see Item 44.



41. 
Is the Lender/Servicer satisfied that there are no outstanding mechanic's or materialmen's liens that have not been properly bonded off?


Yes _______
No ________

If yes, then proceed to Item 43.

If no, then see Item 44.



42. 
Is the Lender/Servicer satisfied that the Borrower is not in default under the Security Instrument or any other Loan Document, including the Insurance Loss Proceeds Collateral Agreement?


Yes _______
No ________

If yes, then proceed to Item 43.

If no, then see Item 44.



43. 
Lender/Servicer must document such facts in its files and may make a disbursement of funds.




44. 
No disbursement of funds may be made until Items 39-42 are answered in the affirmative.




45. 
For any occurrence of a casualty loss exceeding the lesser of $100,000 or 10 percent of the unpaid principal balance of the Mortgage, a final inspection of the completed work must be performed by the Lender/Servicer before the final disbursement of funds is made to the Borrower.


Date of Inspection




NOTE:  A final inspection need not be performed by the Lender/Servicer if the casualty loss does not exceed the lesser of $100,000 or 10 percent of the unpaid principal balance of the Mortgage.  The Lender/Servicer should use its discretion in deciding whether or not periodic Lender inspections should be conducted during the course of the repair and restoration work.



46. 
When all repair and restoration work has been completed and the final disbursement of funds made, the Lender/Servicer must notify Multifamily Services - Asset Management in writing that it has closed a separate Custodial Account used to maintain the funds.




47. 
NOTE:  Should the Borrower fail to proceed diligently with any necessary repair and restoration work, fail to perform such work satisfactorily, or otherwise fail to perform in accordance with the terms of the Insurance Loss Proceeds Collateral Agreement, the Lender/Servicer should alert Multifamily Services – Asset Management immediately.  The Lender's notice to Multifamily Services - Asset Management should include a description of any steps that the Lender/Servicer is taking to resolve or otherwise address the situation.  If the Borrower fails to complete the scheduled work in a timely or satisfactory manner, Fannie Mae may require the Lender/Servicer to assume responsibility for the completion of the remaining work.




NOTE:  If the insurance loss proceeds made available by the insurance carrier include an amount of funds specifically designated to defray administrative and/or inspection costs incurred by the mortgagee in connection with the casualty loss, the Lender/Servicer may reimburse itself from such designated amount for its actual, reasonable administrative and/or inspection costs.  If no such provision is made in the loss proceeds, the Lender/Servicer may not seek reimbursement for its costs from the proceeds, nor may the Lender/Servicer seek reimbursement separately from the Borrower.
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