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Department of Veterans A airs (VA) accountability and control over its Housing Credit Assistance (HCA)
program direct loan and loan sale activities: and (2) actions needed to improve VAs internal control
environment and financial and budgetary reporting for these activities. GAO noted that: (1) VA did not have
appropriate management and operational controls in place to maintain accountability over its direct loan and
loan sale activities; (2) VA provided little oversight of contractors that were managing billions of dollars of
assets on its behalf and did not ensure that revenues and expenses were accurate or that cash receipts were
deposited promptly in Treasury accounts; (3) when VA outsourced the servicing of its direct loan portfolio to a
contractor in fiscal year 1997, it did not adequately plan or manage the transfer; (4) it concurrently shut down
its automated district loan system and surrendered almost all hard copy loan records to the contractor without
retaining basic information needed to confirm or reconcile the number and value of loans serviced by the
contractor; (5) as a result, VA was unable to appropriately manage its loan portfolio; (6) further, the data
transferred to the contract servicer, which up to that point had been maintained by more than 40 VA regional
o ices, were incomplete and inconsistent; (7) this immediately created loan servicing problems; (8) there were
delays in allocating payments to borrowers accounts and in paying property taxes on behalf of borrowers as
well as property taxes on VA-owned houses; (9) VA lacked assurance that receipts from loans were properly
collected and allocated to borrowers accounts, and did not determine the propriety of...
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