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AGENDA ITEM 8. 
 

REHABILITATION LOAN PURCHASE AGREEMENT  
EAST WEST BANK 

 
Submitted for:  Information 
 
Summary: Under the Signature Authority Resolution, previously adopted by the 

Commission, the Commission delegated authority to “the Chairman or the 
Executive Director to execute and deliver any and all agreements, instruments, 
certificates and other documents and do all things necessary to effectuate loan 
purchases and sales without prior approval by the Commission only if the 
principal amount of the loans sold or purchased in any single transaction does not 
exceed 10 percent of the value of the outstanding principal amount of the 
Commission’s entire loan portfolio on the transaction date, not to exceed 15 
percent of the value of the outstanding principal amount of the Commission’s 
entire loan portfolio in any given twelve-month period. The Commissioners shall 
receive notice of the execution and delivery of any agreements providing for the 
purchase or sale of loans exceeding $25,000,000 in principal amount (exclusive 
of premium and fees) at the Commission meeting immediately succeeding any 
such transaction.” 

  
 Staff is hereby informing the Commission of the execution and delivery of a 

Federal Rehabilitation Loans Lender Participation Agreement with East-West 
Bank (the “Agreement”). The Agreement provides ISAC with the ability to sell 
Rehabilitation Loan Program (“RLP”) loans to East West Bank.  Recall that 
under the RLP, two events must take place:  (1) a borrower must make nine on-
time monthly payments and, (2) ISAC, on behalf of the U.S. Department of 
Education (“ED”) (who owns the loan upon its default) sells the loan to a new 
lender.  When both of these actions are completed, ISAC enters into the 
borrower’s credit record and removes from those records the existence of the 
default.  The RLP is the only program that gives the borrower the opportunity to 
clean their credit record. ISAC receives a payment from ED of 33 percent of the 
par value of the loan sold as compensation for its efforts to work with the 
borrower and complete the rehabilitation process.   

  
As of September 8, 2010, the approximate value of the defaulted FFELP 
portfolio was $869,037,114 aggregate principal amount (“Default Portfolio”). 
Staff anticipates selling to East West Bank approximately $18 million principal 
amount of RLP loans in a given year, which is significantly less than 10 percent 
of the Default Portfolio in any given transaction. Further, the sales of RLP loans 
to East West Bank will not exceed 15 percent of the  Default Portfolio in any 
given 12-month period. 
 

Action requested:   None 
  

 
    
 


