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OVERVI EW

e W placed our ratings on three classes from PHEAA Student Loan Trust | on
CreditWatch with positive inplications.

At the sane tine, we placed our ratings on three classes fromthe sane
trust on CreditWatch with negative inplications.

» The CreditWatch positive placenents reflect our view that current credit
enhancenent |evels may be sufficient to support a higher rating.

* The CreditWatch negative placenents reflect our view that senior credit
enhancenent may drop to levels that cannot absorb the 15% haircut to the
cash inflows received fromthe U S. federal governnent under the FFELP
program under a 'AAA' stress scenario.

NEW YORK (Standard & Poor's) Aug. 28, 2014--Standard & Poor's Ratings Services
today placed its ratings on three classes from PHEAA Student Loan Trust | on
CreditWatch with positive inplications. At the sane tine, we placed our
ratings on three classes fromthe sane trust on CreditWatch with negative
inmplications (see list). PHEAA Student Loan Trust | is a naster trust issued
under a Dec. 1, 2003, indenture with three issuance: series 2003-1, 2004-1,
and 2005-1.

The ratings reflect our views of the collateral's future performance, as well
as the current credit enhancenent available to support the notes, including
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but not Iimted to overcollateralization (parity), the reserve account,
subordi nation for senior classes, and excess spread. Qur analysis also

consi ders secondary credit factors such as credit stability, paynent priority,
sector- and issuer-specific analysis. and a peer anal ysis.

We placed our ratings on the senior notes on CreditWatch with negative
inmplications to reflect our view that credit enhancenent for the senior notes
is expected to decrease and may not be sufficient to support the current

rati ngs. The expected decline in senior note credit enhancenent results froma
structural feature that calls for principal payment to the subordi nate notes
(subject to certain parity thresholds), in lieu of senior note principa
paynments, once the senior LIBOR notes are paid in full. The renai ni ng senior

LI BOR notes recently paid off. The payment to the subordinate notes is not
optional. Therefore, credit enhancenent may drop to |l evels that cannot absorb
the 15% haircut to the cash inflows received fromthe U S. federal governnent
under the Federal Fam |y Education Loan Program (FFELP) program under a 'AAA
stress scenario. Additionally, we expect the trust may soon begin to rel ease
avai | abl e funds now that the LIBOR bonds have been paid in full. Generally, we
beli eve 120% senior parity is needed to support a 'AAA rating. W will
continue to nonitor future releases and the ambunt of paydowns to the

subordi nate bonds and their effects on renaining credit enhancenent.

We placed our ratings on the subordinate notes on CreditWatch with positive
inmplications to reflect our view of the collateral's future performance based
on the collateral's seasoning and the FFELP guaranty by the U S Departnent of
Education (DOE). The strong collateral performance, prinarily due to the DCE' s
guaranty of defaults, has contributed to the structures' ability to increase
credit enhancenent. Additionally, we expect the subordinate notes will receive
princi pal paynents before the senior auction-rate notes subject to certain
parity threshol ds.

CURRENT CAPI TAL STRUCTURE

Current
d ass bal ance Not e Maturity

Series name (ml. $)(i) factor (% Coupon dat e

2003-1 A3 58. 350 64. 83 ARS 7125/ 2042
2004-1 A2 90. 000 100. 00 ARS 4/ 25/ 2044
2004-1 A3 90. 000 100. 00 ARS 4/ 25/ 2044
2003-1 B-1 20. 000 100. 00 ARS 7125/ 2042
2004-1 B-1 20. 000 100. 00 ARS 4/ 25/ 2044
2005-1 B-1 20. 000 100. 00 ARS 4/ 25/ 2045

(i)Current bal ance and note factor as of July 30, 2014, reporting end period.
ARS- - Auction-rate securities.

REPORTED PARI TY LEVELS
The follow ng table shows the growh in parity since our |ast review

C ass Parity (%
July 2014 Decenmber 2011
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Seni or 144. 13 125.13
Tot al 114. 27 107. 56

CURRENT PRI NCI PAL PAYMENT PRI ORI TY

The LIBOR notes for this trust have paid in full, with the senior and

subordi nate auction notes remmining. The trust will distribute avail able funds
to the subordinate notes and then to the senior notes at levels that wll
maintain required parity ratios of at |east 105% senior parity and 101.5%
total parity. Generally, we expect the subordinate notes will receive

princi pal paynents until the senior parity reaches 105%

Since our |last review, paynments have only been nmade to the senior LIBOR notes.
The paynents to the LIBOR notes and auction-rate notes are reflected in the

change in PHEAA Student Loan Trust |'s note factor as follows:

Note factor (%

July December
Cd ass 2014 2011 Decr ease
Seni or ARS 66. 21 66. 21 0. 00
Subordi nate auction rate 100. 00 100. 00 0. 00
Seni or LI BOR 0. 00 17.59 (17.95)
Tot al 25. 86 36. 29 (10. 43)

ARS- - Auction-rate securities.

AUCTI ON- RATE DEFI NI TI ONS

PHEAA Student Loan Trust | has auction-rate notes that continue to be paid at
t he maxi mum auction rate definition. This definition is based on LIBOR or the
91-day U.S. Treasury bill rate plus a rating-dependent nmargin, which is capped
at the assets' net loan rate. W view this definition favorably conpared to
those in other structures, which contain a nultiplier that allows for a rapid
escalation in the maxinmumrate in a higher interest rate environnent,

t herefore stressing excess interest.

FFELP LOAN TYPES

The trust consists of 99.05% FFELP consol i dation | oans and 0. 87% FFELP
Stafford | oans that are guaranteed by the DOE. At closing, all of the Ioans
were floor income |oans. Floor income |loans allow the trust to retain the
borrower interest in excess of the special allowance paynent rate paid by the
government, which can increase excess spread in a low interest rate

envi ronnent .

RELEASI NG
Generally, the requirenents to release are as foll ows:

Parity (%
| ssuer Seni or Subor di nat e
PHEAA Student Loan Trust | 105. 00 101. 50

LOAN STATUSES
The trust continues to have a high percentage of |oans in non-paying status
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(defernent, forbearance, and del i nquency):

% of pool (i)

Repayment (% 87.48
Def erment (% 5.83
For bearance (% 6. 58
30+ day delinquency (% 7.91

(i)Current values as of July 30, 2014, reporting end period.

W will continue to nonitor the performance of the student |oan receivables
backing this transaction relative to our ratings and the trust's avail able
credit enhancenent.

STANDARD & POOR' S 17G 7 DI SCLOSURE REPORT

SEC Rule 17g-7 requires an NRSRO for any report acconpanying a credit rating
relating to an asset-backed security as defined in the Rule, to include a
description of the representations, warranties and enforcement mechani sims
avail able to investors and a description of howthey differ fromthe
representations, warranties and enforcenment nechanisns in issuances of sinilar
securities. The Rule applies to in-scope securities initially rated (including
prelinmnary ratings) on or after Sept. 26, 2011.

If applicable, the Standard & Poor's 17g-7 Disclosure Report included in this
credit rating report is available at http://standardandpoorsdi scl osure-17g7.com

RELATED CRI TERI A AND RESEARCH

Rel ated Criteria

 Counterparty R sk Framewor k Met hodol ogy And Assunptions, June 25, 2013

« U S Government Support In Structured Finance And Public Finance Ratings,
Sept. 19, 2011

* Methodol ogy: Credit Stability Criteria, May 3, 2010

e Methodology: Criteria For @ obal Structured Finance Transactions Subject
To A Change In Paynment Priorities Upon A Nonnmonetary EOD, March 16, 2010

* Legal Criteria For U S. Structured Finance Transactions: Criteria Rel ated
To Asset-Backed Securities, Cct. 1, 2006

* Student Loan Criteria: Student Loan Prograns, Cct. 1, 2004

e Student Loan Criteria: Evaluating R sk In Student Loan Transactions, Cct.
1, 2004

e Student Loan Criteria: Structural Elenments In Student Loan Transacti ons,
Cct. 1, 2004

e Student Loan Criteria: Rating Methodol ogy For Student Loan Transacti ons,
Cct. 1, 2004

Rel at ed Research

* Gobal Structured Finance Scenario And Sensitivity Analysis:
Under st andi ng The Effects OF Macroecononic Factors On Credit Quality,
July 2, 2014

» The Rating Process For Student Loan Transactions, Cct. 1, 2004

RATI NGS PLACED ON WATCH PCSI Tl VE
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PHEAA St udent Loan Trust |
U.S. $400 million student |oan asset-backed notes series 2003-1

Rat i ng
Cl ass CUSI P To From
B-1 71722TAC8 A (sf)/Watch Pos A (sf)

PHEAA St udent Loan Trust |
U S. $400 million student |oan asset-backed notes series 2004-1

Rat i ng
C ass CUSI P To From
B-1 71722TAH7 A (sf)/Watch Pos A (sf)

PHEAA Student Loan Trust |
U.S. $400 mllion student | oan asset-backed notes series 2005-1

Rat i ng
C ass CUSI P To From
B-1 71722TALS8 A (sf)/Watch Pos A (sf)

RATI NGS PLACED ON WATCH NEGATI VE

PHEAA Student Loan Trust |
U S. $400 mllion student |oan asset-backed notes series 2003-1

Rat i ng
d ass CuUsI P To From
A-3 71722TABO AAA (sf)/Watch Neg AAA (sf)

PHEAA St udent Loan Trust |
U S. $400 mllion student |oan asset-backed notes series 2004-1

Rat i ng
d ass CuUsI P To From
A-2 71722TAF1 AAA (sf)/Watch Neg AAA (sf)
A-3 71722TAR AAA (sf)/Watch Neg AAA (sf)
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