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Loan IGuaranty Field'Restructuring Proposal 

Overview 

Loan Guaranty loan processing and loan sehrice and claims functions will be consolidated 
from 45 Regional Offices (ROs) in the continental U.S. and Alaska to eight Regional Loan 
Centers (RLCs). Hawaii and Puerto Rico are ~ot included in this plan due to their remote 
location, time zone differences, and language barriers. 

Consolidation will result in improved services to veterans at reduced costs through greater 
efficiency and economies of scale. Service to lenders and loan servicers will improve 
through greater consistency and responsiveJ;less. Improved service to lenders results in 
improved service to our primary customer, the veteran, since lenders are the means by 

·which the V A home loan benefit is delivered. 

Every effort will be made to minimize impact on employees.' The restructuring, which 
began in 1995, will be phased in over four years. To.the extent possible, employees will 
be given the opportunity to transfer with th~ir work or be reassigned to other work areas 
at their statio~ as appropriate. . 

Benefits of Restructuring 

Regional consolidation will enhance VA's ability to meet mission requirements. This 
restructuring will: . 

• 	 Improve the quality of service to veterans by increasing access to VA in an 
environment of sh:rinking staff resources: Customer contacts with veterans are 
primarily by telephone. Customer service will be improved by providing veterans with 
toll-free telephone access and increased hours of operation. Consolidated RLCs will 
give V A the flexibility to allow employees to work on staggered shifts and cover for 
vacations due to a larger pool of similarly trained· personnel. Personnel trained in loan 
guaranty will continue to be available at all current locations to assist veterans who 
visit ROs. 

• 	 Improve mail and telephone contacts with industry partners. Since they will have 
contact with a smaller number of offices, information provided will be more consistent. 
This is especially important to national lenders which currently must deal with up to 47 
different offices operating with sometim~s varying procedures.. 

• 	 Take advantage of economies of scale and opportunities for organizational innovation, 
such as application of team structures and creation of specialized work units, which 
are not available in smaller sections. 
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• 	 Facilitate consistent staff training of the highest quality. This will reduce variations in 
the quality of service received by veterans and lenders and make V A more responsive 
to their needs. Rotational assignments for cross training will be handled in a more 
effective manner due to the larger pool of loan specialists. . 

• 	 Per:mit economical use of technological enhancements--such as fax machines, personal 
computers, LANs, and automatic dialers--which cannot be justified by the work 
volume in smaller offices. 

• 	 Allow V A to more readily adjust to changes in workload. In the consolidated centers, 
personnel can more easily be shifted from loan servicing to loan processing when 
interest rates decline causing an increase in the number of new loans. They can be 
shifted from processing to servicing during economic downturns that result in an 
increase in defaults. 

• 	 Bring VA in line with how business is done in the mortgage lending industry. Most 
large lenders and servicers have regional or centralized sites and have operated under 
such a system for some time. ' 

• 	 Result in significa.nt cost savings due to lower personnel requirements. By the time the 
restructuring is c()mpleted, FTE in loan' processing and loan service and claims will be 
reduced by at least 30 percent from the level before it began.. FTE will also be saved 
in support service:s. 

• 	 Result in additional cost savings through reduced need for square footage rental, AC 
and heating costs" furniture, and PC needs. 

• 	 Produce savings to the government through increased pursuit ofalternatives to 
foreclosure produced by more efficient loan servicing centers. .. 

Background 

VA organizational alignment and structure has not always kept up with the changes in the 
mortgage,finance industry during the years the program has been in operation. When the 
Loan Guaranty Program was implemented in the 1940's, the home loan market was 
dominated by small, self-contained lending units, primarily savings and loan institutions. 
These locallenoers typically made, serviced and held loans from their inception to their 
termination. When a veteran obtained a VA loan, he or she could be fairly confident that 
the payments would be made to the same firm until the loan was paid in fulL 

Today, the market is dominated by large, regional or national loan underwriting and 
processing centers supporting a multitude of local loan origination offices, national loan 
servicing operations, and loan sales in the billions ofdollars with national, governmental 
and quasi-governmental entities holding lo~ns. 

J 
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) VA's present organizational alignment has .too often resulted in the dissemination of 
inconsistent information to veterans and other program participants from different ROs. 
Despite increased communications capabilities over the past few years, it has proven 
difficult to require Loan' Guaranty operations in regional offices to disseminate consistent 
national standards of operation in implementing program policy and guidance. This has 
been particularly apparent when .dealing with larger lenders, servicers and holders 
operating in several RO jurisdictions. Veterans have also commented on receivi~g 
different answers to questions and varying levels of service when dealing with more than 
one RO. 

The present Loan Guaranty organizational structure, which is described in Appendix A, 
provides economies of scale in only the largest of our Loan Guaranty Divisions. The 
average size of the Loan Guaranty operation at a medium- or small-sized office precludes 
any great degree of specialization. This in turn requires a more difficult training regimen 
since the new employee must be trained quickly over a greater span of duties. With the 
relatively large number of small offices, the. required infrastructure of finance, 
administrative and personnel support is costly to provide. Larger offices have consistently 
outperformed smaller offices on productivity measures. Appendix B compares the 
productivity ofROs by size. 

, 
Consolidation is an .option which has been reviewed many times over the years. There 
have been no fewer than nineteen different studies of consolidation and realignment 
conducted at varying intervals from 1949 to 1992. Regardless of their recommendations, 
those studies have not resulted in large scale consolidations. The following is a listing of 
the consolidations which have occurred: 

REALIGNED LOAN DATE RELOCATION 
GUARANTY DIVISION CLOSED SITE 

San Diego, CA 1958 Los Angeles 
Wilmington, DE 1959 Philadelphia 
Providence, IU 1959 Boston 
Reno, NV 1960 San Francisco 
Fargo, ND 1960 St. Paul 
Cheyenne, WY 1960 Denver 
Sioux Falls, SO 19Q2 . St. Paul 
White River Junction, VT 1984 Manchester 
Boston, MA 1990 Manchester 
Togus, ME 1990 Manchester 
Hartford, CT 1990 Manchester 

" A re-engineering task force prepared a report in 1992 calling for the consolidation of loan 
processing and servicing functions. (See Appendix C for list of participants) The 1992 
study concluded that having processing and servicing located together would facilitate 
shifting of personnei between functions 'J.S the workload fluctuates between heavy 
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concentration of loan origination and rising delinquent loan servicing workloads. Both. 
functions require a similar fundamental knowledge of real estate financing. With more 

. employees available, management would have greater flexibility in dealing with . 
fluctuat,ions in the workload. Locating these functions together also simplifies some 
procedures where the functions have overlapping responsibility, such as release ofliability 
processing and review ofloans that go into default within six months df origination. 
There are additional savings from reduced supervisory and support personnel. 

The study also concluded that Loan Guaranty's construction and valuation and property 
management functions are local in nature. VA benefits from having a broad network of 
field stations as operational sites for on site reviews of appraisals and inspections and visits 
to VA-owned 'properties to ensure proper controls over program operations. 

Recent Developments 

Over the last four years, Loan Guaranty staffing has already been reduced by 19 percent. 
Although some of this is related to a decline in workload, much of it is due to external 
requirements to redu.ce operating costs. It is highly likely that significant additional 
mandated reductions in staffing will occur over the next five years. It is increasingly 
important for VBA to develop restructuring plans to be able to adjust to the staffing . 
reductions while maintaining an adequate level of service to veterans. In light of the 
previous studies demonstrating the benefits of consolidation of certain Loan Guaranty 
functions, a'restructuring of Loan Guaranty operations is feasible and beneficial. A 
national implementation plan is necessary for YBA to move forward. 

In 1995, the Central and Western Areas began testing the consolidation ofloan service 
and claims functions. Both tests, in Denver and Cleveland, have been successful. Full 
consolidation of loan servicing to these sites was included as a transition year initiative, 
which VA has approved for implementation in 1997. Also included as transition year 
initiatives are the consolidation of mail-in Loan Guaranty.eligibility processing to the. 
Winston-Salem RO, and the contracting out of portfolio loariservicing along with 
establishment of a portfolio loan center at the Indianapolis RO. These initiatives are 
described in Appendix D. 

The Federal Housing Administration (FHA) in the Department of Housing and Urban 
Development.(HUD) has started consolid~ting its operations, which is seen as a sister 
program to the VA Loan Guaranty Program. In 1994, FHA opened a Single Family 
Underwriting and Processing Center in Denver, Colorado. This center has reduced the 
processing of insurance requests from five' to eight days to one day and has received a 
HammerAward from the Vice President for excellence in Re-inventing Government. 
FHA is currently 'planning to establish five processing centers, with two opening in 1996. 

Since the J992 study, the re-invention of the process for issuing guarantees and the new 

) Servicer Loss Mitigation Program have greatly increased the role of our private sector 
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program partners and changed how the work of V A staff is performed in loan processing 
arid loan service and claims functions. 	 . 

1. 	 Issuance of Guaranties. The re-invention of the process for issuing guaranties on 
closed loans is a dramatic departure from how the work was previously accomplished. 
Under the new procedure detailed review of every loan is no longer needed prior to 
issuance of the guaranty certificate. Instead, only 10 percent of the loans are reviewed 
after the certificat(~ is issued. The.change in the process, relying more on the detailed 
information provided by lenders, has increased the need for VA training and 
monitoring of, and communication with, lenders. Training can more easily be 
accomplished by the consolidated sites either through lender training sessions at the 
site or by VA stafT.' attending lender or Mortgage Banker Association sponsored 
meetings. Increased training of lenders will gr~atly benefit veteran-borrowers by 
assuring that the information provided by lenders is accurate and that their loans are 
processed in accord with V A requireme·nts. 

2. 	 Servicer Loss Mitigation. In loan servicing, VA has authorized private lenders to 
complete a variety of alternatives to foreclosure without any Government involvement 
from default to claim. The only stipulation is that V A must agree with the servicer 
that the veteran does not have the ability to continue to make mortgage payments, or 
will lose that ability in the near future. This will allow VA's reduced loan servicing 
staff to focus on working with veterans whose defaults can be cured through 
repayment arrangements, and on reviewing alternatives to foreclosure which servicers 
have approved. . 

One of the primary needs in operating a nationwide program is consistency. Having fewer 
sites will promote consistency in operations, interpretation of policies and in providing 
training to lenders and servicers. Training is besrprovided by the personnel who actually 
administer the loan processing and servicing functions. Therefore, a Center needs to be 
located in each general region of th~ country. A full discus,sian of customer needs, both 
veterans and program participants, appears in Appendix E. The Loan Guaranty 
Restructuring Subgroup discussed possible consolidation with two industry experts, 
William Brewster for loan origination and Philip Forest for loan servicing: Their 
biographies appear in Appendix F, 

Mr. Brewster said that anything V A could do to be more efficient and give more 
consistent responses would be an improvelT)ent. He said that consistency is a very big 
issue, particularly in underwriting loans, Lenders need to know who to contact to get 
answers, It is very difficult now with 47 different offices, He said that some smalL lenders 
and Realtors might object to consolidation i,f they have ties to local VA offices, However, 
the benefits far outweigh the short-term adjustments. 

Mr, Forest stated that large loan servicing companies, which service the vast majority of 
loans" will strongly approve of consolidation because they will only have to deal with a 
small number of offices instead of 47. There is a problem currently, with differing 
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interpretations by the 47 offices. Small servicers that have a relationship with a local VA 
office will have to adapt but will not have a:problem with it if the function is moved to an 
efficient office that provides good customer service and not a problem office. Mr. Forest 
stated that the largest servicing companies generally operate from two to three servicing 

. centers. 

Eight geographically dispersed Centers will 'effectively cover the country. In addition 
eight centers allow for an avera~e of 40 people.in loan processing and 50 people in loan 
servicing per center. 

• 	 Appendix B clearly shows that larger Loan Guaranty Divisions are more productive 
then smaller ones. The sizes of the loan processing and loan service and claims 
sections are closely related to the overall size of the division. It can be concluded that 
small sections are generally less efficient than larger ones. However, our largest 
section currently consists of 45 people.. There is no evidence that increasing the size 
of a section beyond 40-50 people adds any efficiency.. 

• 	 A 40-50 person section is large enough to take advantage of re-:engineering 
innovations, such as team-based organization, and technological improvements, such 
as a redesigned dl~fault tracking system for loan service and claims. 

Site Selection 

In order to identify the best locations for th'e RLCs data on 17 criteria was gathered for 
each RO that currently has a Loan Guaranty Division, with the exception of San Juan and 
San Diego. The critt::ria include both prog~am and non-program specific factors. This is 
consistent with the ,rt::quirements of the VBA Restructuring Task Force.. Data was not 
available for many of the criteria on San Juan, and its remote location makes it unsuitable 
as a consolidation site. Data was also not available on most of the criteria for,San Diego, 

, since loan guaranty operations were just commenced therecin FY 1996. . 	 .~ 

Stations were ranked on each criterion. Each criterion was ,also given a weight based on 
its relative importance, The rankings were; multiplied by their weights and then added 
together to create the total score. The raw data, rankings, and a narrative description of 
the criteria and the reason for its weighting appears in Appendix G The lowest score 
represents the highest ranking station, This is similar to the method used in the Places 
Rated Almanac, although that book did not use any weightings in coming up with its final 
rankings. ' 

It should be noted that stations cannot be selected by formula alone, Appendix H lists the 
stations selected along with a brief explanation of why that site is preferred over other 
sites in the same region that may have also ranked high, 

As a result of some concern over the usefulness of the non-program specific criteria, 

stations were also ranked solely on the program specific criteria. Although some of the 
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'< ran kings changed, the selected sites all ranked veryhigh and no changes were j~stified on 
,J the basis of this alternative ranking.' " ' , 

Implementation' 

, Implementation will have to be closely coordina-ted with other restructuring efforts. 
, Success of the Centers will depend, on careful coordination with the existing loan . 
processing and loan service and claims staffs du'ring the transition period, ongoing' ' 

,coordi,nation with the remaining construction and valuation and property management 
staffs" coordination on transferring computer systems and information, and an adequate 
supply ofup-to-date equipment. Since most business is conducted over the phone or by 
mail, consolidation will not create a particular hardship to veterans or lenders; however, 
800 lines to the new Centi~rs will be needed. 

, ' ~ 

Despite theinitiatio,~ eleven ye~rs ago ofa very proactive program to modernize the ADP 
resources'supporting the Loan, Guaranty progra~, we continue to trail our industry 
partners 'in this vital area. IfVA is to continue to be a viable factor in the home loan 
market it must improve the availability of automated assistance to employees in the field 

,and provide for speedy, re:liable, electronic communications with the lending industry. 
Beca~se VA represents less than 10% of the home mort'gage market, we cannot impose 

, our technology on the industry, but must adapt to w'hat is evolving in' the mortgage ' 
, ' q 

industry. In particular, rapid deployment of the replacement Loan Service & Claims 
System; and'Electro'nic Dtlta Interchange (EDI}.enhancements to that system and the Loan) Production System (LPS) are required to'maximize the benefits of consolidation.' 

Implementation teams will be established to work 9ut the details of the restructuring. The 
teams will develop plans fiJr the RLCs and,theLoan Guaranty functions that remain at the 

.other regional offic.es. Th'e Loan Guaranty activities remaining as,a local function are 
described in App~ndix H., The implemen~ation i~ams wi.H need to· examine the remaining 
functions and determine the appropriateorganiiation struqure, This will vary from office 
to office. Options might include merger with neighboring officeS: assigning ,staff as 
outbased.personnel of other offices, or continuing a separate Loan Guaranty Division. 
The teams will also need to address the significa~t impact thIs res'tructuring win have on 

, other functions, such as Veterans Services, Finance, Administrative Support, Human 
I, ' . . 

Resources, and Regional Counsel. 

A tentative schedule for the remaining consolidations appears in Appendix J. .This 
schedule was designed tO,allow the RLCs to gradually build up to their full staffing levels, 
while conveying offices gradually downsizethrqugh attrition. The long..termnature of this' , 
plan provides RO management an opportunity tp make rational staffing decisions when 
vacancies arise and could lessen the impact on employees, This schedule also takes 
advantage ofthe fact that there are sufficient staff trained in Loan Guaranty in some of the 

,Centers to take on additional workload'in 1997wiih few or no additio~al FTE.Thus, " 
consolidations ,are propos(:d for Houston, Roanoke, and S1. Paul starting in the third 
quarter of 1997, These are in addition to the Denver and Cleveland RLC initiatives that 
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.. 
are already scheduled for' 1997. Once this proposal has been approved, it is expected that . ) the conveying offices will work with their respective Centers and Area offices to move the· 
work when appropri~te, which may differ from the dates in the tentative schedule. 

. The implementation teams will need to address the issue of maintaining an appropriate 
level of service in loan processing and serviqing during the transition period. Stations that 
will be conveying work to other stations will likely start losing FTE in loan guaranty well 
in advance of the time their work will be,transferred. Possible solutions inclLided 
brokering work to the consolidated site, detailing employees from other areas, or hiring 
temporary employees. 

, . 
.' , 

\ 
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;I 
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.Appendix A 

How,Loan G'uaranty Operates 


, . , . 

, The veteran's primary hous~ng benefit is the VA home loan pr~gram, which provides 
partial guaranty on loans made by privateldilders to veterans for purchasing homes, 
condominiums or m~nufactured housing urtits. The program operates by substituting the 
guaranty of the Federal government for, the' investment, protection afforded under 
conventional mortgages, which require a dc;>wnpayment and/or private mortgage 
insurance. Over 80%. of the purchase loans 'guaranteed by VA have no downpayments. 

VA relies heavily on private individuals or firms in providing this benefit. Generally, 
veterans locate a home they wish to purch~se through contacts with real estate agents who 
are very familiar with the VA home loan program. Real estate· agents usually heip 
veterans find a mortgage lenderwho will process the loan. In most.cases VA has limited 
or no contact 'with the veterans in processing these loan applications; 

Operating in47 Regional Offices, L~anGuaranty services are provided within four' 
functional areas: Construction and Valuat~on, Loan Processing, Loan Service and Claims, 
and Property Manag'~ment. The work of administering the Loan Guaranty program, 
which.is a unique pal1nership of government' and' private lending institutions, is conducted 
by approximately 1,700 Loan Guaranty personnel in 47 regional offices. As ofFebruary~ 

.1996, field personnel were allocated as follows. Note that'the Office of the Chiefin some 
cases includes most section chiefs and.indirect labor for all functions. 

Office of the Chief 288.4 FTEE 

Construction & Valuation 265.2 FTEE ' 

Loan Processing 303.8 FTEE 

Loan Service &'Claims 492.7 FTEE 

,Property .Management 269.3 FTEE 

Files 62.7 FTEE 


Total 1,682,1 FrEE 

. The Central Office Loan Guaranty Service functions in a staff role to the Under 
Secretary for Benefits, recommending policy and providing program oversight. Training, 
for regionaJ office p,ersonnel is prov'ided in a number of ways:' on the job training, 
computer based instruction, technician tra'ining through the VEt\. Interactive Distance 
Learning Network training,OPM training. courses; generic financial and credit ' 
management courses from the Treasury Department's Financial Management Service, and 
locally ,available courses in real estate, fin~nce, and appraisal principles, 

" " 

,') 
) 
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1. Construction and Valuation 

When a veteran decides to buy a home, the veteran or his/her lender requests an 

appraisal of the property to be purchased. " .' 


V A assigns an independent professional fee appraiser to conduct a formal appraisal 
of the property which will secure the loan. Most appraisal reports are subsequently

. , 

reviewed by VA staff for acceptability. Based on the appraisal report and data in VA files, 
a Certificate'ofReas()nable Value (CRV)-is issued, which sets a limit on the maximum 
loan V A will guarantee.. The CRV also pr<;>vides vital information to the veteran regarding 
the value of the property in relation to the'list price: Because timeliness is critical in real 
estate ~ransactions, VA has established a target time standard of 20 days after the initial 
request for the issuance of the CRV. 

'. 

Under an alternative process, the Lender Appraisal Processing Program (LAPP), 
.yA also assigns the fee appraiser. However, the fee appraiser's completed report is 
forwarded to the lender, not VA, for review by the lender's V A approved staff appraisal 
reviewer (SAR). The lender's SAR performs the same basic process as a VA staff 
appraiser; however, in setting the maximum loan amount the lender issues its own 
notification ofyalue to the veteran and nota CRY. The LAPP lender can then close the 
loan on the automatit: basis. The principal benefit of LAPP is to speed the time to loan 
closing.for veterans. 

The duties and responsibilities assigned.to the C&V functional area are tied closely 
to the local real estate market(s) wit~in which the regional office operates. It is geperally 
conceded thatappraisalwork is at least as 'much an art as it is a science, As such, there is 
no substitute for knowledge of the local market and for VBA having a physical presence in 
areas with high concl!ntrations ofappraisal work. Regional offices have entered into a 
number ofamingements to ensure a physical presence when their active markets are at , 
some distance from the regional office, As congressional and executive branch interest in 
the costs of the program have increased, the emphasis on 'the oversight functions of C&V' 
have become more apparent and importanf . 

.., Loan Processing 

Concurrently, the lender whl~ssist tre veteran in obtaining a Certificate of Eligibility 
from VA, if one was not previousl); obtain'ed, and develop the case, i,e., obtain . 
verifications of employment, deposit's, credit history,' etc.. In approximately 92· percent of 
the cases, lenders will close V A loans on an automatic basis, i.e., without prior approval of 
VA. In these. cases, the closed loan package with appropriate documentation is submitted 
to VA which reviews the case and issues a:guaranty certificate to the lender. For the other 
S percent of the cases, lenders submit the loan application to VA for prior approval. VA 
reviews the case and issues a commitment to guarantee the loan when .it is closed. After 
closing, the lendersu.bmits a loan package to VA to obtain the guaranty certificate, The 
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LP system automatically generates Certificates of Guaranty and commitment letters, as 
well as workload 'activity reports. . :,,' ' , 

When VA issues the guaranty certificate, the veteran is mailed a pamphlet which 
'explains his or h~r obligations to the lender 'and VA., and provides guidance regarding 
maintenance of the property, ~hat to do iff1nanoial difficulties occur, and how to arrange' 
the subsequent sale of the property. As long as the veteran makes regular mortgage 
payments to the lender, this will be the extent of service provided in most cases, although 
C).dditibnal contacts with veterans occur when they'call or write V A with questions about 
their loan or to request release from liability incident to the sale of the home, 

" , . 
, 

The duties and responsibilities of the' Loan Processing area have evolved over the 
past few years to be largely the review ofh~nder~provided documentation . .The movement 
from actively underwTiting almost all V A loan applications under the prior approval 
methodology to mos1:lyreviewing automatic lender guaranty requests has been swift and 

,dramat!c. Improved communications capabilities such as FAX machines have decreased 
the time necessary to perfect documentation so that the needed LO'an Guaranty , 
Certificates may be issued more quickly, The automated Loan Production system (LP)

I· , 

has provided the capability to quickly process loans, generate pertinent documents, and 
correspondence and code the actions take~. It has a loan status inquiry function which 
eliminates the necess.ity for physical loan file retrieval and it provides several loan 
production reports. The LP system is one of the first parts of a larger effort to automate 
all of the Loan Guaranty activities. An automated system for managing lender information 
is also under development. The Expanded Lender Information system (ELI) will provide 
a nationwide electronic file of information on the per'sonnel and operations of participating 
lending institutions; The LR system is 'readily adaptable to consolidation of loan 

, processing activities as will be the ELI system. " ' 

With the change in how guarantees'are issued and the limited review of closed loans, 
training of lenders became critical. Staff i~ Loan Processing must be adept at addressing 
large and small groups and in preparing t~aining materials, . 

3. Loan Service and Claims 

The primary mission, of loan servi.cing is to ensure no veteran loses his or her home , 
due to temporary personal or financial problems and, when this IS not practicable, to 
ensure that the loan is terminated at the l~\¥est cost to the Government and with tlje least 
possible impact on The veteran. ' VA is nOfifi~d by lenders thatveterans are delinquentorl 
their guaranteed loans when the third cOf:lse~utive' payment is missed, Lenders inform VA 

, of the reason for'the default and what ser:vicing actions have been taken by the I'~nder. VA ' 
then enters the defa.ult into the Liquidation and Clai~sSystem (LCS), which automatically 
generates servicing letters to the borrower emphasizing the serious nature of the situation 
and encouraging the borrower to contact VA The lenderlservicer continues tohaxe . 
primary responsibility for servicing the default. VA also attempts to make personal 

) contact (usually by telephone) with the borrower These persomi.l contacts are the most 
." 
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effective means of finding cures for defaults. In appropriate cases, V A may intercede on 
the borrower's behalf and obtain a forbearance' agreement or arrange a reasonable 
repayment schedule. Also, VA may contact local agencies that provide assistance in 
finding jobs for' borrowers or aid with their. daily subsistence needs, or help in making 
mortgage payments. . 

If no arrangements for reinstatement,are made, the lender/servicer sends VA Cl. 

Notice ofIntention to Foreclose. VA regtilations preclude the initiation of foreclosure for 
an additional 30 days to allow VA more time to find a solution to the veteran's problem. 
VA servicing continues, even after foreclosure has begun, to explore every possibility to 
assist the borrower. These include refundil1g (purchasing the loan from the lender), 
accepting a deed-in-lieu of foreclosure, and encouraging a private sale of the property 
even at less than the amount owed on the VA loan. The goal of the Loan Service and .. 
Claims function is to help veterans to retain th~ir homes and avoid financial loss and to 
protect the government's interests by minimizing Claim payments and property 
acquisitions. ' 

The supplemental servicing of VA loans may be viewed as largely a process of 
, , 

communications. VA often serves as intermediary between the veteran-borrower and the 
, commercial lender. Liquidation management may be viewed as a process of 

communication between the servicerlholder and VA, while claims management is largely a 
document review and approval process. Demographic and technological changes have 
caused many modifications to the program. The returning World War II veteran was 
relatively likely to settle in his or her old home town. If that veteran encountered trouble 
making the monthly house payments, thelocallender was lik,ely to visit the house and/or 
arrange for a personal appointment to resolve the issue. The post Vietnam era veteran is' 
considerably more likely to have settled in a new area of the country and is used to dealing 
with a mortgage lender who may be several st~tes removed from the property. 'The 
present veteran is much more likely to complete' his or ner business with both the 
servicer/holder and V A via telephone and letter than by p~rsonal interview. 
Communications between V A and the servicerlholders are rapidly evolving from a process 
requiringa separate piece of paper for each step in the servicing, liquidation and claims 
process to an electronic environment. Due to technological improvements, ,the location of 
the individual providing the service has little impact on the quality of service rendered. 

4, Property Management' 

In the event that foreclo~ure cannot be prevented, VA ~ill pay a claim under the 
guaranty and, in approximately 90% of cases, acquire and ultimately resell the property 
securing the loan, 'VA's property manageA,ent function provides the pri ncipal source of 
funding for the Loan 'Guaranty Program through sale of acquired properties on both a cash 
and vendee loan (VA financeci) basis. 

.. r
} 
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The primary purpose of the V APrope,rty Management program is the sale of 
acquired properties at prices which will result in the maximum recovery of the ' 
Qovernment's investment in these propertie~. VA utilizes the servic~s of local brokers in 
the management and sale of properties whic~ are owned or are to be acquired by VA. 
,When a property is conveyed to VA, it is assigned to' a management broker for custodial 
care. Management brokers are responsible for making periodic inspections of properties 
and recommending to V A the need for repairs and other expenditures., " , 

, When a property is assigned to a manlgement broker, he/sh~ makes an initial' 
inspection of the property and prepares a report which indicates the condition of the 
property and the properw value based on comparable properties in the neighborhoo,d. VA 
'staff will then complete an' analysis of the property based on'the management broker's 

',information, il!·fiJe data, previous appraisals, and,other staff inspections. A determination 
,is then made as to whether a repair program will be undertaken. If the decision is made to 
repair the property, r!:~pair specifications are prepared and bids are solicited. The ' 
iminagement broker.is responsible for supervising repairs while they are in progress and 
certifying to VA that they have been satisfactorily completed. ,,' Once the repairs are ' 

'completed, theprope11y is 'ready to be liste~ for 'sale.. 

Independent sales brokers negotiate the sale of properties listed by VA. When' 
offers are' submitted with acceptable terms and conditions, and in confonnance with the 
listings, they are held for an interval following the date of public appearance of the sales " 
listing. A preliminary credit analysis is then made and those offers requiring VA f:inancing 
which are clearly unacceptable from a credit standpoint are rejected. The others are 
retained for further consideration when the'jcredit reports; employment verifications, and . 
other supporting informatiql1 are'received. Upon receipt of all required information, Loan 
Guaranty personnel cqmplete a formal underwriting analysis. If mote than one offer is 
being considered, a comparison of these offers is made, and the one found to be in the best 
interest of the V A, ,based on established criteria, js accepted. After approval and ' 
execution by VA, the: purchaser and sales broker are given appropriate notification. V A 
prepares the instruments required for closi~g the sale, Once the sale is closed and the 
necessary documents are recorded, all required papers are returned toVA. Currently, VA 
finances about 81 percent of acquired property sales, with the rest sold for cash or 
financed by non· V A sources, 

.The marketing and disposition of real estate is always a very highly localized 
activity. While technological advances make efficiencies possible in the administrative 
processes associated with the PM area, the actual market strategy and sales tactics are 
highly dependent upon the conditions ~nd customs of the local market. Additionally, PM 
provides an oversight function which is very important in limiting or eliminating losses 
from fraud and abus(!. VA's own experience, as shown in a number of-OIG audits over the 
years, has been that infrequent or 'non-existent staff oversight over inventory properties " 
and/or contract-basis property managers increases the program's vulnerability to waste, 
fraud and abuse resulting from extended property holding time and/or funds being 
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expend~d for,work n,:;)t accomplished,or not accomplished in acc~rdance with contractual' 
, .'" ," 'I ' ' ,", r~qUlrements, ' ' , 

5" Specially Adapted Housing 

, VA also 'provides housing benefits to, disabled veterans in the form of specially 
adapted housing (SAH) grants, ,direct loans and loan gu'aranties. ,Housing grants are made 
t9 permanently and t()tally disabled veterans to assist in acquiring new 'or existing housing, 
units which are ,adapted to meet the needs Of these veterans" e.g., wider doorways and 

, ' ' ' " ,, 
ramps to accommoda.te wheel chairs. ',The grant may riot exceed onei'half of the purchase. 

price ofthedwelling upio a maximum of$38,000.' Grants upto a maximum of$6,500, 

are also available to veterans with"service coimected blindriess or the loss or loss-of-use of 


'both upper exti-~mitie:s. Normally, veterans obtain VA guaranteed loans to purchas~,' ' 

, homes in connec!ion with SAH grants. Ho~ever, if veterans are llnable to'find guaranteed, 


loan'financing, VA will make direct loans u'p to a maximum of$33,000 to supplement the 

, ., . . . , . 

grant· 

Per;onal servicl~ to the disabled veteran'begins when the Adjl,ldication Division 
notifies the Loan Guaninty Di~ision that a disabled veteran has been determined to be' " 
eligible for an SAHgrahi. Loan Guaranty then forwards an 'appli~atiQn to the veteran 
with a notification ofhis/her basic eligipility for'benefits.When the veteranretums the 
application, Loan Guaranty personnel arrange for a personal interview; usually at the' 
veteran's residence: During this interview, VA discusses the veteran's hollsing plans or 

")""', , desires and the' entire SAH process is explained, in detail. :If the,veteran elects to go ahead 
I ' with a hotnepurchase: or an adaptation of a,h existing property, a Specially'Ad,apted : ' 

" Housing agentfrom the LO(,l.n Guaranty Dh;ision'assists theyeteran.through each step, i.e., 
selection of property, contract rtegotiations'!with builders or contractors; review of plans 
and specifications, complianceinspections, :escrow of funds andfimil disbursement. The 

'SAH grarit programofl:en reqJ.lires several ~undfed man-hours over, a 3-6 mbnth period to: 
complete a 'single caSf':. 'I' 

.. ' 

", " 

: ,,', 

n 
'! 
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·Appendix B 
Loan (;uaranty Productivityby~Size of Station 

Division Size (FTE) 
#'of 

. stations 

, Average Division 
• Standard, Productivity 

'1993-95 

Very sm'all (4-13) 11 .. '74.03 '. 
Small (13-25)····,·· ·9 93.32 
J\1edium (25-35)~. :;:.:.. 8 103.81 
1:"arge(35-60) 10' 109.69 

Very large (60-11 0) 8 123.46 
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AppendixC 
.Loan Guaranty. 1992 Re-engineering TaskForce Members 

Charies Bidondo, Loan.Guaranty Officer, San francisco 
Joseph F. Danyko, Supervisory Loan Specialist, Loan Guaran~y Service 
Donald D. Duggan, Chief, Operations Analysis Staff, Loan Guarimty Service 
Lynne Heitman, Statistician, Office ofAssistant CBD for Planning (20P) 
Mike McReaken, Loan Guaranty Offic~r, Houston' 
Jack G. McReynolds, Director, DenverRegional Office 
Donald F. Munro, Loan Guaranty qfficer, S1. Paul . 
Karl Pack, Loan Specialist, Loan GuarantyService 
Gerard J.Prizeman, Loan Guaranty Officer, New'York 
David Tunnell, .Chief, Loan Guaranty Systems Coordination Staff, Lo~n Guaranty 

. Service ' 
Nancy R. Wilck, Chief, Loan Guaranty, Systems Management Division (20M48) 

').' ........ . 

, .: ..\..: ~ <.: 

) 

.Page 16 



Appendix D 
Transition Year Initiatives 

Contract out servicinQ of portfolio loans 

The number of portfolio loans has d~opped to the point where it is no longer 
efficient for: VA to invest capital in the system upgrades necessary ,to 90ntinue to service 
these loans. Most private sector servicing companies service hundreds of thousands of 
loans and achieve significant economies of scale that VA cannot achieve with its relatively 
small loan portfolio. Most of the portfolio roans were made in connection ~ith VA ) 
property sales and were not made to veterans. As a result of this initiative, the unit cost of 
servicing these loans will decrea,se. 

" 

This initiative was approved as part of the second round of the National 
Performance Review.' It has beenincorpontted into the overall VBA restructuring" effort 
and is corisidered a transition year initiative.. In addition to contracting out the portfolio 
loan servicing, it is proposed that a Portfolio Loan Center be established at the 
Indianapolis RO to mctnitor the contract loat;! servicerand approve and coordinate 
portfolio loan terminatioqs. The use of a single' site for portfolio coordination wiil 
facilitate the success of the initiative because the service provider will' onJy hav~ to deal 
dire'ctly with a single 'office and can provide that office with access to its loan database. 
This initiative is expected to save 164 FTEwhen fully implementedand $14,549,807 
through 2002. .' 

Establish Cleveland as a Regional Guaranteed Loan Servicing Center 

This initiative proposes consolidating all guaranteed loan servicing activities, 
including release ofliability and claim paym(;!nt, at the Cleveland Regional Office for the 
following stations: Buffalo, Detroit, Huntingtori, Indianapolis, "Louisville, New York, 
Newark, Philadelphia and Pittsburgh, The quality service to veterans will be improved by 
increasing access to VA in an environment of shrinking staff resources, with toll-free 
telephone access and increased hours of operation.' Mail and telephone contacts with' 
industry partners will improve sihce they will have contact with one office instead·often. ' 
It takes advantage of economies of scale and opportunities for organizational innovation. 
It facilitates consistent staff training of the highest quality, eliminating variatio,ns in the 
quality of service received by veterans and lender. It permits economical use of . 
technological enhancements wnich canno,t be justified by the work volume in smaller 
sections. It results in significant cost savings due to lowerpersonnel requirements. 

Consolidation will' give Cleveland 14% of the n~tjonal servicing workload, which 
was performed by 85 FTE. Cleveland will need at most 60 loan guaranty FIE to 
accomplish the consolidated workload; a net reduction in SHiff of 22%, or 26 FIE 'when 

\ fully implemented, Ihis initiative is expected to save $5,869,657 through 2002. . 
J 
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Establish Denver as a Regional GuaranteedLoan Servicing Center 
~ ,. . . 

This initiative proposes consolidating all g~aranteed loan servicing activities; 
including release ofliability and claim paym,ent, ,at the Denver Regional Office for the 
following stations: Albuquerque, Anchorage, Boise, Fort Harrison, Salt Lake City, 
Muskogee, Portland, Seattle and Wichita. The quality service to veterans will be 
improved by increasing access to VA in an 'environment of shrinking staff resources, with 
toll-free telephone access and 'increased hours of operation. Mail and telephone contacts 
with industry partners will improve since they will have contact with one office instead of 
ten. It takes advantage of economies of scale and opportunities for organizational 
innovation. It facilitates c'onsistent staff training of the highest quality, eliminating 
variations in the quality of service received by veterans and lender. It permits economical 
use of technological ~:nhancements which cannot be justified by the work volume in 
smaller sections. It results in significant cost savings due to lower personnel requirements. 
Consolidation will give Denver 9% of the national servicing workload, which was 
performed by 53 FTE. Denver will need at most 36 FTE to accomplish the consolidated 
workload, a net reduction in staff of32%, or '17 FTE when fully implemented. This 
initiative is expected to save $4,007,882 through 2002. . 

Consolidation of Loan Guaranty EIigibility'Processing to Winston-Salem , . 

This initiative proposes consolidati<m of activities related to the function of . 
determining eligibility for the loan guaranty benefit from the existing 46 loan guaranty 
d'ivisions into the Winston-Salem RegionalOffice. Under this proposal,' all VA RegionaL 
Offices and outbased access points wouidcontinue to provide Certificates of Eligibility 
(COEs) for the loan guaranty benefit to veterans who personally visit the offices 
(approximately 20 percent of the volume is handled on the "walk in" basis). Consolidation 
of the issuance of COEs from mailed in requests will 'enable VBA to 'issue accurate COEs 
in a more timely manner and with significantly less staff. Service to veterans and program· 
participants is improved, while unit costs are reduced. The consolidated site should be 
able to issue 95 perc~:nt of COEs within 5 days of the request. In the last. two .years, VA 
has issued only 88 percent:ofCOEs within'lO days of receipt of the request. The . 
consolidated center will offer better access to veterans and lenders. An "800" number will 
be installed to 

, 
provide veterans and lenders 

!; 
easy access to the eligibility unit. 

, 

The consolidated unit willbe able to react to employee absences and fluctuations 
in the workload that are very difficult to handle at present. .Team structures and the use of 
specialized work units would also be effective in the consolidated site and further enhance 
efficiency. VA's ability to establish and maintain a well-trained staff will be facilitated in a 
centralized location. The benefits of an economy of scale will accrue in a centralized 
location. It is anticipated that pro<;:essing loan guaranty eligibility determinations ~i)l be 
accomplished with approximately 35 loan guaranty employees versus the present 
equivalent of 67 FTE which are spread across 46 locations, a savings of 48%. This 

) initiative is expected to save $4,939,474 through 2002, 
J 

Page 18 



.:.~,:,) 

. , 

-;"... 

App'en"rlixE 
Customer Needs and Expectations 

1. Veterans 

The pri~ary customer of the Loan Guaranty Program is the individual veteran,' Since May 
1994, VA has been sendi'nga Customet:Satisfaction Survey to a'rahdom sample of 
veterans who have recently received a VAguarant'eed loan. In general,the respondents 
were pleased with th(~ir dealings with the VA. 96 percent felt they were treated 
courteously by V A elnpk)y~es and 93 perc~nt were satisfied or highly satisfied with the 
information they received from VA. However, the surveys indicate that only 48 percent of 
the respondents.contacted VA directly about their loan. Twenty-three percent contacted 
VA. by phone, while less than 19 percent contacted V A in person, mostly to obtain a 
Certificate of Eligibility (COE). . 

Actual contact by VA with veteran-borrowers is limited since VA home loans are made by 
,private lenders. VA contact with veteran-borrowers usually consists of providing the 
Certificate ofEligibiHty: information (usua\ly through the mail in pamphlet form) on the 

. program and providing answers to specific questions on an individual veteran's situation. 
Improved telephone .access to V A loan specialists will assist in providing better customer 
service to veterans. As descriped below, providing.good customer service to the lenders 
that make VA loans is essential. The bottom line is that only by providingexceIIent and 
consistent service to lenders can we proviqe excellent customer service to the veterans ' 
obtaining VA home loans; 

" I 

Veterans also need sl!rvice when they default on their guaranteed loan'. ,With very few 
exceptions, all contaGt with VA is by phone or through the mail. As with veterans seeking 
to obtain a VA loan, these veterans can best be served by improved telephone access to 
highly trained loan service representatives who can assist them in avoiding a foreclosure 
on their home. ' . 

2. The Real Estate Finance Industry 

The corporate customers with whom we do business are essential to the Loan Guaranty 
Program. Due to the many functions that ~the financing and servicing of loans and 
management of propeny require, V A utilizes the resources and expenise of many non-VA 
entities to help the program work, In the real estate finance industry, our most important 
customer is the mongage lender. This group incl,udes the banks, mongage companies, 

. savings and loan associations, credit union's and other financial institutiors which make the 
'loans we guarant~e, Because lender participation in the program is voluntary, failure to 
provide quality service could discouragethem from panicipating in the program, making 'it 
more difficult-for veterans to use their VA home loan benefit In addition, lenders provide 
direct service to veterans 

, 

and depend on VA support tomakeVA guaranteed 
'/ 

loans., ,,'1 
, y 
,:~ 
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Failure to fully sUppOl1 lenders could indirectly affect veterans' satisfaction with the 

program. 


The real estate' agent and broker are also prime players in the program. Their role is 
critical in that they are often the initial contact the veteran has with V A financing. 
Retaining their suppOi1 in advising the home buyer and seller to elect V A financing over 
other home financing options is a goal for which we strive. Appraisers and inspectors help 
to assure that the security for the loan adequately protects the, Government's interest. 
Home builders contribute to the vitality of t~e program by bUIlding homes which are 
affordable for many veterans and offeJing VA financing for their products. 

A substantial role is fined by secondary mortgage market entities such as the Government 
National Mortgage Association (GNMA) which provides an investment pool for mortgage 
loans and a conduit of capital for VA lenders. The participation of the insurance 
companies which insure homes and heime mortgages and the taxing entities which assess 
real property and collect taxes are also elements of the program. ' 

The loan holder and loan servicer help the veteran resolve loan repayment problems which 
, may be encountered by helping mortgagors identify problems, arranging repayment plans 
, to cure delinquencies and suggesting alternatives to foreclosure when loan defaults are 
insoluble. When needed, VA assists holders and servicers in loan servicing matters such 

as loan assumptions 'and partial releases of security and by intervening in loan default 

situations to.effect cures. 


VA's contact with t'hese customers indicate that one overriding concern is the need for V A 
to be accessible and provide consistent information. Because of their prime importance to 
the program, VA began an annual survey oflenders in 1995. Among the respondents, 

.	only 70 percent indicated that, overall, they were satisfied· or highly satisfied with the VA. 
Loan Guaranty Progrttm; 75 ''percent were satisfied or highly satisfied with the degree of 
professionalism demonstrated by V A employees; and over 54 percent were satisfied or 
highly satisfied with the timeliness of processing by VA. 'There were a significant number 
of complaints and negative comments regarding the inaccessibility of VA personnel, 
difficulty in getting questions answered or even getting through on the telephone. Fifty­
two percent were somewhat dissatisfied or not satisfied with the 'amount of time required 
to give and get information from VA, and 17 percent felt that information provided by V A 
was not accurate and consistent. 

) 
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) 3, Loan Guaranty's Customers Within VA ' 

Ii; 

"""J'," 

It is also recognized that "customers" of the Loan GuarantyProgram exist within VA 
The Veterans Service:s Divisions regularly answer general loan guaranty questions for 
veterans in face-to-face and telephone interviews. They also assist with walk-in eligibility 
determinations at most regional offices, As a result, they require regular training on the 
Loan Guaranty Program. Adjudication personnel adjudicate the more complex eligibility 
claims. Involvement by the Finance Division is required for paying Loan Guaranty 
obligations such as guaranty claims and escrows, eStablishing debts resulting from 
guaranteed loans, considering debt waiver and compromise cases, receiving and refunding 
VA funding fees and processing inquiries oh, VA benefit-related indebtedness. Other Loan 
Guaranty support services are provided by VA employees in mailroom activities" forms 
and publications control, travel arrangements and pe,rsonnel services.' ' 

On local and national levels, Information R.esourte Management provides information 
technology development and maintenance services. 'VA General 'and Regional Counsels 
furnish legal advice and assistance. The Office of Inspector General serves in the areas of. 

, program surveillance and fraud, waste and abuse avoidance. Even Loan Guaranty 
Division employees should be seen as customers. Their concerns ofjob stability, , 
promotion potential, job satisfaction and work environm'ent are issues to be addressed by 
the VA in the interest of maintaining a talented, mo~ivated work force. . 

4. Other Customers 

Aside froin the needs of the real estate industry, internal VA.-customers, and veterans 
themselves, other entities are' partially' responsible for informing cir counseling veterans 
regarding their loan benefits. These groups include the Veterans Service Organizations, 
state and county veteran representatives, and the military services., ' 

') 


Page 21 



Appendix F 

Biogll~aphies of Mortgage Industry Experts 


William H. Brewster 

William H. Brewster is Vice President and Manager of Policies & Compliance ~t . 
Columbia National, Incorporated - an independent residential and commercial mortgage 
banker with headquarters'inColumbia, Maryland. Prior to joining the company in 1992, 

, Bill was Assistant Director for Government Agency Relations at the Mortgage Bankers 
Association of America in Washington, DC, and a mortgage loan originator in the 
Baltimore-Washington area. He is a U.S. ~r Force veteran and holds B.A. and M.A. 
degrees from the State University ofNew York .at Albany,: 

P~ilip E. Forest 

. Philip E. Forest is a consultant to the housi'ng and housing finance industries and to 
government agencies nationwige, with headquarters in Arlington, Virginia, near 
Washington, D.C.' A graduate of the University ~fMaryland, Phil has a broad, 
background, having retired in 1983. after 32 years in the Federal Government. ' 
Immediately before n!tirement, he was Special Assistant to the Deputy Assistant Secretary 
(DAS) for Single Family Housing and Mortgage Activities at HUD. , In 1980 and 1981 he ' 
was the Acting DAS. Before that, he held various positions~in the headquarters ofHUD, 
where he helped develop the policies and procedures that govern HUD-FHA's single 
family programs. He teaches loan origination, loan processing, underwriting, appraisal 
review, loan servicing, and training subjects'in sel1)inars and'on panels at industry 
meetings. He is a member of the' Single Family and Loan Administration committees of 
the Mortgage Bankers Association of America (including their FHA-VA Liaison 
Subcommittees and the Conference Planning Subcommittee of the Loan Administration 
Committee) and a'member of the StandingComrri.itteeon.Mortgage Finance of the' 
:National Association ofHome Builders, where he is Chairman of the Single Family 
Subcommittee. He·is also a member of the board of,directors and Executive Vice 
President of the American Alliancefor Loan Management. 

) 

.. .; . 
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Appendix G' 

, Regional Loan Center 


Selection Criteria 


Progra~-specific Criteria 

The following program··specific criteria and weights were used, totaling 70 percent: 

1. 	 LP rating - 12% ,'" 
'The Assistant Director for Loan Processing rated each s'tation on a four point 

scale, Ratings were based on quantitative data, such as timeliness on issuing 
Certificates of Eligibility and guaranty backlogs, as well as information on station 
performance obtained through station surveys, from answering, correspondence 
from veterans and program participants, from comments on ,the lender and 
veterans surveys, and from informai feedback from program participants, 

2. 	 LS&C rating -12% 
The Assistant Director for Loan Management rated each station on a four 

,point scale> Ratings were based on quantitative data, such as Foreclosure " 
'Avoidance'Through Servicing (FATS) 'ratio and ,claim payment timeliness, as well 
as information on station performance obtained through station surveys, from 
'answering correspondence from veterans' and program participants, and from 
informal feedback from program participants,) . '. 

3. 	 Productivity measures - total of 12% 

Average for FY 1993-95 (95 through August):


I 

A. 	 Loan Processing Direct Labor Effectiveness Ratio - 5% 
B. 	 Loan Service & Claims Direct Labor Effectiveness Ratio -5% 
C. 	 Loan Guaranty Division Productivity Index - 2%" 

The effectiveness of the loan processing and loan service Claims sections are 
the most importal1t productivity measures, The division productivity index is also' 
used, since the effectiveness ratios do not measure the effects of overhead. 

4. 	 Loan processing staffing - 5% , 
The people currently working in thy loan processing section will form the basis 

of the new consolidated center. The greater the number already at a site,' the less 
disruption there will beef employees. In addition, the more people there are 
already there, the less need there will be to train and perhaps hire,people, allowing 
for a smoother transition. ' 

, . 
, 	 . 

5. 	 Loan service and claims staffing - 5% 
The people currently working in the loan service anddaims section will form 

the basis ofthenew consolidated center. Thegreater the number already at a site, 
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the less disruption there will be of employees. In addition; the more people there. 
are already thc~re, the less need there will be to train and perhaps 'hire people, . 
allowing for a smoother transition. ' . 

6. 	 Lender and Servicer Training Access - total of 24% 
During the past year, the, re-:-invention of Loan Guaranty processing and the 

new Servicer Loss Mitigation Program (SLMP) have increased the role of 
program participants and changed how the work of V A staff is performed in the 
two functional areas. The change in the guaranty process, relying more on the 
detailed information provided by lenders, has increased the need for V A training, 
monitoring, and communication wit~ lenders. The SLMP relies on le~ders to 
research and approve alternatives to foreclosures under certain circumstances. It 

, increases the need for VA training, monitoring, and communication withservicers. 
Training is best provided by the personnel who actually process loan guaranties 

and claims. T:i1erefore, a Loan Processing and Servicing Center will be located in 
.each general fI~gion of the country. Access to lenders and servicers to ,conduct the 
training is a ve:ry important site selettion criterion. 

,. 
A. 	Number of major airline flights per week- 12% 

, Source: Places Rated Almanac.';' ' 
This measures the ease in which lenders and servt,cers <:an travel to the city, 

to attend ti~ainingand VA employees can travel from the city to Provige 
.. " training. The number of flights is also u'suaIIy related to the cost of flights . 

,/ B. Mortgage Bankers Asso~iation (MBA) members in city - 6oio 
The greater the number of lenders in the same city as a consolidated site, 

the easier it will be to provide the training. 

C. 	 MBA members in current jurisdiction - 6% 
If the lenders are not located in the same c~tyofthe consolidated site, the 

next qest thing is to be located at least in the same state as the site (or 
neighboring states in the case ofthe offices that already cover adjacent states). 
In addition, the RO has already built a relationship with lenders in its 
jurisdiction. The more 'lenders. that they currently have in their jurisdiction, the . 

, easier the transition will be.' 	 , 

" 
" 

) 
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Non-program-specific. Criteria 

The following non-program-specific criteria and weights were used, totaling 30 
percent: 

'1. 	 Average annual pay. -·9% 

Source: BLS 


This is the most important non-program criterion. The average pay will '. 
strongly influence the relative quality of life of V A employees. The more V A pays 
compared to the average, the more V A employees will have to spend on living 
expenses compared to others·in their area. In addition, the lower the average' ' 
salary, the more favorable VA salaries will be viewed by prospective employers 
and the more VA will be able to recruit the most qualified people. 

Also, the locality adjustments are supp'osed to be based on the average local' 
pay. The highl~r the local average pay, the higher the locality adjustment is'likely 
to be, increasing VA's costs of operating in that location. 

2. 	 Av~ragecomrnercial rent. - 7% 

Source: BOMA. 


This is the second most important non-program criteria since it will impact the 
cost of V A operations. GSA is moving to bring rents charged to agencies more in 
line with market rents. ',' , 

'.~)'''' 3. 	 Cityrankings - total 6% , . 
Money magazine ranking outof300 cities ranked in their September 1995 

issue. The ratlkings are based on each cities score on criteria rated as most 
important by Money magazine readers, sorted into nine categories listed below. 
Their precise scoring calculations are not disclosed. . 

The Places Rated Almanac ranked 343 cities in ]993. The overall rank is 
based onthe cities' ranks on each of the ten categofie$ listed below. The 
methodology for ranking cities within each category is different for each category. , 

Since neither ranking methodology appears better than the other, both are used and 
weighted 3% each. '. '. 

" 	 ,':.. ,".): . 
'.: 
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Money Magazjm~' , 	 'Places Rated Almanac 
1. economy 	 1. costs of living 
2: 	 health 2. jobs 
3. 	 crime 3. housing 
4. housing 4. tral'!sportation 


·5. education 5. education 

6. 	 weather 6. health care 
7. transit 7. CrIme 


. 8. leisure ' '8. the arts 

, 9. arts' 9. recreation 


10. 	 climate 
'"" 

6. 	 Cost of living: index - 2oio 
Source: ACCRA 

. This will affect the quality oflife of VA employees. In the long term, it will 
probably also impact the cost of VA operations. ,It is weighted lightly because it is 

. already considered in the city rankings and because the average salary is a more 
important criteria. : 

7. 	 FTE turnove:r - average of FY 1994 and FY 1995 - 2% 
This is an indicator of the stability of the VA workforce. High turnover 

requires increased employee training and hurts productivity . .This is weighted only 
2% because the data was affected by the buyout in 1994. ' 

8. 	 4-year college students as p'ercent of population - 4 % 
Source: Places Rated Almanac 
College students provide a steady supply of part-time work study labor, which we 

expect will be heavily used in a consolidated center. We also expect that some of these 
students will be offen~d permanent employment as positions open up through normal 
,attrition. The greater the student population (relative 1'0 ·the.. overall population) the easier: . 
it will be to get top quality students and graduates to work at the center. ' 

.' 
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Buffalll. NY fi B 19 31 38 41 39 36 34 29 . 21 20 39 29 21 35 n 18.22 
Wichlt., tiS 6 25 12 8 9 34 33 38 38 35 3& 22 2& 43 31 14 '6 '8.89 
lIonolulu. UI ·6 32 41 3 4J . 44 ~ 18 34 11 23 30 43 '8 20 40 28 11.U 
Oe'roit. "" 35 32 41 36 31 "---'--S 32 13 12 40 30 25 e 14. 30 45 11.ti1 
De. Moines, IA 5 1 44 44 44 ~ 34 29 . 33 36 1 18 3' 38 31 12 30 11.59 
JachDR.MS 6 25 18 . 33 32 30 30 35 4' 39 14 5 :I 'Ii 39 '0 . 19 19.0J 
IIllnlilllllolJ, WV !) 8 29 14 41 44 42 43 45 43 34 8 3 33 28 23 9 19.03 
MDnlllome!y. A.l £, 21i 32 38 21 18 22 43 28 44 33 3 'S 31 41 ., 10 1D.08 
Columbia, SC 35 ·32 31 11 13 21 2fi 28 34 :11 II 6 21 46 33 8 8 20.86 
Albuquer~., N.... .' 35 32 21 . 38 11 34 34 .27 411 28 39 '4 12 10 to 2 11 22.11 

~.--

Anchorage, AK 35 32 40 20 "23 31 44 34 43 27 44 43 38 42 . 44 41 Ii 23.4' 
Ft. Ihullan. MT -35 31 45 31 45 31 43 43 __'4.1 38 '-----.J~ _4 l_!l 43 28 45 26.82 
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Appendix H 

Rtecommended RLCs and alternates 


Mid-Atlantic 
Roanoke, VA 

Alternate - Winston-Salem, NC 

Roanoke ranks seven and is by far the highest ranking station in the mid-Atlantic region. 

Winston-Salem ranks 22, just after Baltimore at 19. Winston-Salem is a better alternate. 

due to larger staff and their experience in developing labor-saving applications, such as 

their eligibility processing program. 


Southeast 
Atlanta, GA 
Alternate - St. Petersburg, FL, 
Atlanta ranks first and is especially attractive because it is a major transportation hub with 
the country's highest concentration of mortgage bankers. Atlanta has also been the most 
productive Loan Guaranty operation for the last few years. 

Gulf States 
Houston, TX 
Alternates - Waco, TX, New Orleans, LA 
HoustQn ranks fourth :and is the highest rated station in this area. It has historically had a")"~ .' 

stable and' productive workforce. Waco ranks sixth. New qrleans is an alternate because . 
of the outstanding job they have done in developing a LAN for loan servicing, which is . 

. being exported to other offices, 

" 

Southwest 
Phoenix, AZ 

Alternate - Oakland, CA 


Phoenix is the second highest ranked location. Oakland ranks higher than Los Angeles, 

South Central & Northwest 
Denver, CO 

Alternate -Muskogee, OK 


Denver ranks fifth, the highest in this area. It had jurisdiction in two states and has already . 
taken over loan servicing for five other states. Muskogee ranks ninth but is not nearly as .. 
accessible as Denver for lender and servicer training, " 
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East Central) 	 .Cleveland, OH 
. Alternate - Indianapolis, IN ' 

Cleveland ranks one lower than Indianapolis, but has a large staff and has already 
successfully incorporated Michigan loan servicing, indianapolis has been approved as a 
portfolio loan consolidation site under a separate initiative. 

West·Central 
S1.Paul MN 
Alternates - St Louis, MO, Lincoln, NE 

S1. Paul is ranked eighth. An RLC there will make use of personnel with financial and 
analytical ability who currently work on the Insurance Program, which is being 
consolidated in Philadelphia. St. Louis ranks 12th, Lincoln ranks 13th ana is the highest 
rated small statio,n. However, it would be difficult. to create a centralized site with a core 
of just six peop'l~. 

Northeast 
Manchester, NH 
Alternate - none 

Ma~chester\ranked 23rd overall and 16th on program specific criteria. It is already a 
consolidated site with ahistory of success in providing service to six states with complex 
foreclosure laws which complicate loan servicing. In addition, there are a large number of 
lenders who require training .. Such training is currently being provided in the six-state 
regiqn by the Manchester RD. ' 

.. J 
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