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CHAPTER 1.  SYSTEM DESCRIPTION





1.01  DEFINITION





	LCS (Liquidation and Claims System) is a centralized automated data processing system for the operational control of default reporting, loan servicing, liquidations, and claims on outstanding GI (guaranteed and insured) loans.  It also includes the reported defaults and claims for repurchase on sold vendee accounts (38 CFR 36.4600  loans) and on certain direct loans sold with a specific repurchase agreement (38 U.S.C. 3720 loans).  The system is maintained at the VA DPC (Data Processing Center), Austin, Texas.





1.02	 PROCESSING





a.	An M/R (master record) is established in LCS for each defaulted loan reported by the holder.  The establishment is accomplished by transactions sent from regional offices to the DPC.  Records are updated daily by other transactions that reflect actions reported by the holder or its servicing agent until the case is cured, or is liquidated and the claim paid, or until the loan is acquired or repurchased by VA. (See fig. 1 for master record.)





b.	Prior to the implementation of CSE (code sheet elimination), all input was coded, batched, and transmitted throughout the day via teleprocessing from the regional offices to the DPC, where accumulated transactions were processed through the balancing, edit, and reformat program that was run four times daily in preparation for the day's single update processing run.  Stations received a batch status message, via teleprocessing on each batch as soon as it was edited.





c.	CSE is an online data entry system that exists in two versions.  CSE resides on the regional office minicomputer, while CCSE (centralized code sheet elimination) is resident in the DPC computer.  CSE and CCSE are functionally identical, providing online edits to reduce or eliminate data inappropriate to the transaction before it is accepted by the system.  Each day, both versions of the system extract completed transactions from the database and place them into the normal batch system update process.  Since CSE resides on the regional office minicomputers, it is necessary to transmit the extracted CSE transactions to the DPC.  This manual will refer to both systems as CSE.





d.	 From each daily update processing run, each station receives a listing of all transactions processed or rejected for audit reasons, and general ledger entries for payments made for claims and for property acquisitions.  In addition to such messages, output is generated in the form of hard-copy transaction listings and reject lists, form letters and mailgrams to borrowers, record printouts, diary action lists, status requests to servicers, hard-copy and
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microfiche indexes, folder retirement cards, claims analyses, and varied tabulations and analytical reports.  Output is distributed to regional offices, to Central Office, and to outside participants, such as homeowners and servicing agents.  LCS also exchanges appropriate data and records with other automated systems, such as DOORS (Distribution of Operational Resources System), GIL (Guaranteed/Insured Loan), GLS (General Ledger System), and PMS (Property Management System).





1.03	BENEFITS





	The major benefits expected from LCS over a period of time on an agency level are:





a.	Substantial budgetary impact through a reduction of property acquisition payments resulting from increased effectiveness of VA supplemental servicing efforts.





b.	Greatly enhanced reporting and analysis of default, liquidation and claim experience to meet the needs of program management and of congressional committees.





1.04	FEATURES





	Among the features of LCS that offer substantial operational advantages to regional offices and to Central Office are the following:





a.	 Replaces locally established and maintained diary systems.





b.	Generates computer-produced letters to borrowers when notice of default is received from lenders (in lieu of manually addressed letters).





c.	Generates computer-produced letters to borrowers when lenders notify VA of intention to foreclose (in lieu of manually addressed letters).





d.	Generates computer-generated acknowledgments to lenders of receipt by VA of notice of default and notice of intention to foreclose (in lieu of manual preparation).





e.	Generates turnabout status request letters to servicing agents on loans previously reported in default and on loans on which liquidation was started.





f.	Generates followup letters to servicers on cases when foreclosure sale was scheduled 20 days previously and results have not yet been reported into LCS.
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g.	Feeds statistical data on defaults, liquidations and claims to DOORS and generates reports on workload data for Central Office and local station management.





h.	Performs computerized calculation of claims and produces an analysis of account and claim.





i.	Feeds update transactions to GIL system for claims paid, manufactured home indemnities and acquired loans (in lieu of manual





j.	Provides more timely operational controls and reports for more effective regional office supplemental servicing activities.





k.	Provides statistical reports and analyses for Central Office concerning defaults, claims, liquidations and the timeliness and effectiveness of supplemental servicing efforts by VA.





l.	Screens the GIL records eligible for retirement to select out pending defaults, pending claims and recent cures prior to annual production of folder retirement cards.





m.	Generates daily accounting entries to GLS for all disbursements for claims and property acquisitions and provides the statistical accrual entries at month end.





n.	Establishes property records in PMS and continually updates them with transactions that reflect latest processing actions in LCS, such as cures, conveyances, withdrawals, reinstatements, and payments for claims and property acquisitions.





1.05	FILES





	There are three main LCS files (for active, terminated, and cured or repurchased records) and several supporting files used in operations.





a.	The active M/R file, updated daily, consists of master records of pending defaults, pending liquidations and pending claims on all GI loans plus pending defaults and pending claims on 38 CFR 36.4600 sold vendee accounts.  (It also includes cured default records and repurchased vendee account records for one month after the month of cure or repurchase.)





b.	The terminated M/R file, updated daily, consists of master records of GI loans that have been liquidated and the claim or final accounting (if any) has been vouchered or otherwise processed, and of GI loans that have been acquired under 38 CFR 36.4318 or 38 U.S.C. 3720.  It also includes repurchased 38 CFR 36.4600 loans for one month after month of repurchase. (When an active M/R is terminated, it is moved immediately from the active file to the terminated file.)
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c.	The inactive cured and repurchased M/R file consists of past episodes of default and reported cures on all types of loans and of past episodes of default and repurchase on 38 CFR 36.4600 loans. A cured default record is moved to this file from the active file at the end of the month following the month in which the cure (TT 550) processed.  Similarly, a repurchased 38 CFR 36.4600 record is moved to this file from the terminated file at the end of the month following the month in which the repurchase (TT 536, -KF) processed.





d.	The DOORS reversal file, generated daily, consists of master records with delete or reversal actions taken in the LCS update run.  The daily records are merged weekly and at month end, then used to generate negative counts in-to DOORS, segments 639 and 644.





e.	The TMHI (Terminated Manufactured Home Indemnity) file, updated monthly from the terminated M/R file, consists of terminated master records of GI manufactured home loans that have remaining liability outstanding under an indemnity agreement.  Terminated records are moved to the TMHI file at monthend following the month in which the claim or indemnity voucher action was processed in LCS.  The file includes applicable multiple episodes of liquidation and resale with continuation of liability, with the first episode being the "veteran's record" and all subsequent episodes being "indemnity records" under the same loan identification.  When the final payment of a claim under indemnity is made and there is no remaining liability, the consolidated record is moved from the TMHI file back to the terminated M/R file at monthend following the month of final payment.





f.	The station name and address file consists of records for each office of jurisdiction.  Each record contains fields for the station address, the LS&C (Loan Service and Claims) Section chief, a PLS commercial telephone number, an LCS commercial telephone number, and a single toll-free number.  This information is used on LCS and PLS generated letters and forms.  The file is updated when necessary.  When there is a change in address, name or telephone numbers, stations should notify the Loan Guaranty Systems Coordination Staff (265C) via e-mail (MAIL VBA 265C).





g.	The servicer name and address file, updated weekly, consists of name and address records of loan servicers indexed by the assigned servicer code and includes cross-reference names to aid identification.  The file is used to identify loan servicers on LCS output and to mail directly to loan servicers various system-generated status requests on pending default and liquidation cases when diary callups are made.  Regional Offices are responsible for the accurate maintenance in this file of all servicer entries with addresses that fall within their own area of jurisdiction, including additions, corrections and deletions.  This will be accomplished by preparation and submission by mail of VA Form 26-8789, LCS Servicer Name and Address Code Sheet, in accordance with instructions detailed in chapter 7.
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1.06	ADP (AUTOMATIC DATA PROCESSING) SYSTEM RELATIONSHIPS





	The following chart illustrates the relationships between LCS and other Loan Guaranty program ADP systems.  The kinds of records and data maintained in each system are indicated in summary fashion by the legends on the arrows shown entering each system.  The data exchanges between systems are explained in the notes below the charts, which are keyed by letter to the bold arrowheads.





<I<ADVANCED,26M13101.RPL>> Double - click here To display 


LOAN GUARANTY ADP SYSTEMS </D> 





Loan Guaranty ADP Systems
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NOTES:   Paragraphs are keyed to the lettered arrowheads in the chart.





a.	LCS generates transactions to GIL system at monthend for claim paid (transactions 48, 49), for manufactured home indemnity payments (transactions 58, 59) and for acquired loans (transactions 53, 54).





b.	LCS receives from GIL system at  midmonth an extract of GIL data for each transaction 48 and 58 that was processed in the prior monthly GIL update.  The GIL extract is  added to the LCS record on the terminated M/R file (if transaction 48) or on the Manufactured Home Indemnity File (if transaction 58).   In the case of transaction 49 or 59, GIL extract data are deleted from the related LCS record.





c.	LCS establishes a PMS record for a GI loan when a deed in lieu is considered or a foreclosure sale date is set in LCS (i.e., TT 520, liquidation action 2 or 7 processes).  LCS continuously updates the PMS records as properties are conveyed or withdrawn, loans cured or payments made for claims and property acquisitions.





d.	PLS establishes a PMS record when a portfolio loan is referred for termination or deed in lieu considered in PLS (i.e., TT 070, referral code 5, 6, or 7 processes).  The PMS records are continuously updated as loans are cured, withdrawn from foreclosure, or terminated and properties conveyed.





e.	When a property in PMS is sold on terms other than all cash, the new vendee account record is established in PLS by manual coding.





f.	GLS is updated daily and at monthend by general ledger accounting transactions generated by LCS, PMS, and PLS for all disbursements, accruals, receipts and collections on the loan and property accounts in the three systems.





g.	Various DOORS segments are directly updated at monthend with statistical and workload data generated from LCS, GIL, PMS, and PLS.
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