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$649,000,000
BRAZOS EDUCATION LOAN AUTHORITY, INC.

FFELP Loan Asset‑Backed Notes,
Series 2021-1

The Brazos Education Loan Authority, Inc. (the “Issuer”), a nonprofit corporation created and established pursuant to 
and existing under the laws of the State of Texas (the “State”) is issuing $649,000,000 aggregate principal amount of its FFELP 
Loan Asset‑Backed Notes, Series 2021‑1 (the “Notes”) in two classes as set forth below: 

Class
Principal
Amount Interest Rate

Offering
Price Maturity Date Ratings (DBRS/S&P)

Floating Rate Class A‑1B Notes(1) $636,650,000 One‑Month LIBOR plus 0.58% 100.00000% November 25, 2071 AAA (sf)/AA+ (sf)
Floating Rate Class B Notes(1) $12,350,000 One‑Month LIBOR plus 1.20% 100.00000% November 25, 2071 AAA (sf)/AA (sf)

(1)   Each class of floating rate notes will accrue interest at a floating rate based on a benchmark, which will initially be One‑Month 
LIBOR.  However, the benchmark may change in certain situations.  For more information on how One‑Month LIBOR is 
determined and the circumstances under which the benchmark may change, see the caption “DESCRIPTION OF THE NOTES—
Calculation of LIBOR” and “—Benchmark Transition Event” in this Offering Memorandum.

The Notes are limited obligations of the Issuer and are payable solely from and secured solely by the discrete trust estate 
created under the Indenture (as defined herein) consisting primarily of the pool of student loans originated under the Federal 
Family Education Loan Program as described more fully herein and not from any of the other assets of the Issuer.  Credit 
enhancement for the Notes will consist of overcollateralization, excess spread, cash on deposit in certain funds created under 
the Indenture, and, for the Class A Notes, the subordination of the Class B Notes, as described in this Offering Memorandum.

The Notes shall be issued in fully registered form only, without coupons, and when issued will be registered in the 
name of Cede & Co., as nominee of The Depository Trust Company (“DTC”), New York, New York.  DTC is to act as securities 
depository for the Notes.  Individual purchases of the Notes are to be made in book‑entry form only, in the principal amount of 
$100,000 and integral multiples of $1,000 in excess thereof.  Purchasers of the Notes will not receive certificates representing 
their interest in the Notes purchased.  The Notes will receive monthly distributions of principal and interest on the twenty‑fifth 
day (or the next Business Day if it is not a Business Day) of each calendar month as described in this Offering Memorandum, 
commencing November 26, 2021.  Receipts of principal and certain other payments received on the student loans held in the 
trust estate established under the Indenture will generally be allocated for payment of principal first to the Class A Notes until 
paid in full and then to the Class B Notes until paid in full.  All distributions of principal on the Notes through DTC will be 
treated by DTC, in accordance with its rules and procedures, as “Pro Rata Pass‑Through Distribution of Principal.”

Investors should consider carefully the risks involved in purchasing the Notes, including those described under the 
caption “RISK FACTORS” in this Offering Memorandum.

THE NOTES ARE SPECIAL, LIMITED OBLIGATIONS OF THE ISSUER PAYABLE SOLELY FROM AND 
SECURED SOLELY BY THE TRUST ESTATE DESCRIBED HEREIN.

THE NOTES HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, 
OR ANY OTHER STATE SECURITIES OR BLUE SKY LAWS, NOR HAS THE INDENTURE BEEN QUALIFIED 
UNDER THE TRUST INDENTURE ACT OF 1939, AS AMENDED, IN RELIANCE UPON CERTAIN EXEMPTIONS 
SET FORTH IN SUCH ACTS.  NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE 
SECURITIES COMMISSION HAS APPROVED OR DISAPPROVED THESE SECURITIES OR PASSED UPON THE 
ACCURACY OR ADEQUACY OF THIS OFFERING MEMORANDUM.  ANY REPRESENTATION TO THE CONTRARY 
IS UNLAWFUL.

The Issuer is not registered or required to be registered as an “investment company” under the Investment Company 
Act of 1940, as amended, pursuant to Section 3(b) thereof, and is not a “covered fund” for purposes of the Volcker Rule 
under the Dodd‑Frank Act.  See the caption “CERTAIN INVESTMENT COMPANY ACT CONSIDERATIONS” in this Offering 
Memorandum.

The Notes are being offered through the underwriter named below (the “Underwriter”), subject to prior sale and to 
the right of the Issuer or the Underwriter to withdraw, cancel or modify such offer and to reject orders in whole or in part.  
It is expected that delivery of the Notes will be made in book‑entry‑only form through DTC on or about September 29, 2021.

RBC Capital Markets

September 21, 2021
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The information in this Offering Memorandum supersedes in its entirety any information contained 
in any prior offering memorandum, other disclosure or statistical information relating to the Notes that you 
may have received.  You should rely only on the information in this Offering Memorandum in making your 
investment decision. 

This Offering Memorandum does not constitute an offer of, or an invitation by or on behalf of the 
Issuer or the Underwriter to subscribe for or purchase, any of the Notes in any circumstances or in any state 
or other jurisdiction where such offer or invitation is unlawful.  Except as set forth herein, no action has 
been taken or will be taken to register or qualify the Notes or otherwise to permit a public offering of the 
Notes in any jurisdiction where actions for that purpose would be required.  The distribution of this Offering 
Memorandum and the offering of the Notes in certain jurisdictions may be restricted by law.  Persons into 
whose possession this Offering Memorandum comes are required by the Issuer and the Underwriter to 
inform themselves about and to observe any such restrictions.  This Offering Memorandum has been 
prepared by the Issuer solely for use in connection with the proposed offering of the Notes described herein. 

No dealer, broker, salesman or other person has been authorized by the Issuer or the Underwriter 
to give any information or to make any representations other than those contained in this Offering 
Memorandum.  If given or made, such information or representations must not be relied upon as having 
been authorized by the Issuer or the Underwriter.  Certain information set forth herein has been obtained 
from the Issuer, and other sources believed to be reliable, but is not guaranteed as to accuracy or 
completeness, and is not to be construed as a representation by the Underwriter.  Neither the delivery of 
this Offering Memorandum nor any sale made hereunder shall, under any circumstances, create any 
implication that there has not been any change in the facts set forth in this Offering Memorandum or in the 
affairs of any party described herein after the date hereof. 

In making an investment decision, prospective investors must rely on their own independent 
investigation of the terms of the offering and weigh the merits and the risks involved with ownership of the 
Notes.  Representatives of the Issuer and the Underwriter will be available to answer questions from 
prospective investors concerning the Notes, the Issuer and the Financed Eligible Loans. 

Prospective investors are not to construe the contents of this Offering Memorandum, or any prior 
or subsequent communications from the Issuer or the Underwriter or any of their officers, employees or 
agents as investment, legal, accounting, regulatory or tax advice.  Prior to any investment in the Notes, a 
prospective investor should consult with its own advisors to determine the appropriateness and 
consequences of such an investment in relation to that investor’s specific circumstances. 

No representation or warranty, express or implied, is made by the Underwriter as to the accuracy 
or completeness of the information set forth herein, and nothing contained herein is, or shall be relied upon 
as, a promise or representation as to the past or the future.  The Underwriter has not independently verified 
any such information or assumed responsibility for its accuracy or completeness.  The Underwriter has 
reviewed the information in this Offering Memorandum pursuant to its responsibilities to investors under 
the federal securities laws, but the Underwriter does not guarantee the accuracy or completeness of such 
information. 

There currently is no secondary market for the Notes.  There are no assurances that any market for 
the Notes will develop or, if it does develop, how long it will last.  The Issuer does not intend to list the 
Notes on any exchange. 

The Notes are being offered subject to prior sale or withdrawal, cancellation or modification of the 
offer without notice and subject to the approval of certain legal matters by counsel and certain other 
conditions.  No Notes may be sold without delivery of this Offering Memorandum. 
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In connection with the offering, the Underwriter may over allot or effect transactions with a view 
to supporting the market price of the Notes at levels above that which might otherwise prevail in the open 
market for a limited period.  However, there is no obligation to do this.  Such stabilizing, if commenced, 
may be discontinued at any time. 

THIS OFFERING MEMORANDUM CONTAINS SUMMARIES OF CERTAIN DOCUMENTS 
THAT ARE BELIEVED TO BE ACCURATE, BUT REFERENCE IS HEREBY MADE TO THE 
ACTUAL DOCUMENTS, WHICH ARE INCORPORATED BY REFERENCE, AND ALL SUCH 
SUMMARIES ARE QUALIFIED IN THEIR ENTIRETY BY REFERENCE TO THE ACTUAL 
DOCUMENTS.  THIS OFFERING MEMORANDUM DOES NOT CONSTITUTE A CONTRACT 
BETWEEN THE ISSUER OR THE UNDERWRITER AND ANY ONE OR MORE PURCHASERS OR 
OWNERS OF THE NOTES. 

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS 

This Offering Memorandum contains forward-looking statements within the meaning of 
Section 27A of the Securities Act and Section 21E of the Securities Exchange Act of 1934, as amended 
(the “Securities Exchange Act”).  In some cases, investors can identify forward-looking statements by 
terminology such as “may,” “will,” “should,” “could,” “would,” “expect,” “plan,” “anticipate,” “believe,” 
“estimate,” “project,” “predict,” “intend,” “potential,” and the negative of such terms or other similar 
expressions. 

Any forward-looking statements reflect the Issuer’s current expectations and views about future 
events.  The forward-looking statements involve known and unknown risks, uncertainties and other factors 
which may cause the Issuer’s actual results, performance or achievements to be materially different from 
any future results, performance or achievements expressed or implied by the forward-looking statements.  
Given these risks and uncertainties, investors should not place undue reliance on the forward-looking 
statements. 

Investors should understand that the following factors, among other things, could cause the Issuer’s 
results to differ materially from those expressed in forward-looking statements: 

• changes in terms of Financed Eligible Loans and the educational credit marketplace arising 
from the implementation of applicable laws and regulations and from changes in these laws 
and regulations that may reduce the average term and yields or increase the costs on 
education loans under the Federal Family Education Loan Program; 

• changes resulting from the termination of the origination of new loans under the Federal 
Family Education Loan Program effective June 30, 2010; 

• changes in the general interest rate environment and in the securitization market for student 
loans, which may increase the costs or limit the marketability of financings; 

• losses from student loan defaults; and 

• changes in prepayment rates and interest rate spreads. 

Many of these risks and uncertainties are discussed throughout this Offering Memorandum and 
particularly in greater detail under the caption “RISK FACTORS” herein. 



 

iii 

Investors should read this Offering Memorandum and the documents that are referenced in this 
Offering Memorandum completely and with the understanding that the Issuer’s actual future results may 
be materially different from what the Issuer expects.  The Issuer is not obligated to update the 
forward-looking statements, even though the Issuer’s situation may change in the future, unless the Issuer 
has obligations under the federal securities laws to update and disclose material developments related to 
previously disclosed information.  All of the forward-looking statements are qualified by these cautionary 
statements. 
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SUMMARY OF TERMS 

This summary highlights selected information from this document and does not contain all of the 
information you need to make your investment decision.  To understand all of the terms of this offering, 
read this entire document. 

References in this Offering Memorandum to the “Issuer” refer to the Brazos Education Loan 
Authority, Inc.  This Offering Memorandum contains forward-looking statements that involve risks and 
uncertainties.  See the caption “SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS” 
herein.  Certain terms used in this Offering Memorandum are defined under the caption “GLOSSARY OF 
TERMS” herein. 

Principal Parties and Dates 

Issuer.  Brazos Education Loan Authority, 
Inc. (the “Issuer”). 

Administrator.  The Brazos Higher 
Education Service Corporation, Inc. (the 
“Administrator”). 

Servicers.  Pennsylvania Higher Education 
Assistance Agency (“PHEAA”), Nelnet 
Servicing, LLC  (“Nelnet Servicing”) and 
Navient Solutions, LLC (“Navient”). 

Guaranty Agencies.  PHEAA, 
Massachusetts Higher Education Assistance 
Corporation d/b/a American Student Assistance 
(“ASA”), Ascendium Education Solutions, Inc. 
(f/k/a Great Lakes Higher Education Guaranty 
Corporation) or any other entity authorized to 
guarantee student loans under the Higher 
Education Act identified under the caption 
“GUARANTY AGENCIES” herein (each, a 
“Guaranty Agency” and collectively, the 
“Guaranty Agencies”). 

Trustee.  U.S. Bank National Association, as 
trustee (in such capacity, the “Trustee”) and U.S. 
Bank National Association, as eligible lender 
trustee (in such capacity, the “Eligible Lender 
Trustee”). 

Monthly Distribution Dates.  The monthly 
distribution dates for the Notes will be the 
twenty-fifth day of each calendar month, or, if not 
a Business Day, the next Business Day, 
commencing November 26, 2021.  These dates 
are sometimes referred to herein as “Monthly 
Distribution Dates.”  Certain fees and expenses of 

the Trust Estate established under the hereinafter 
described Indenture (such as the Trustee Fees, the 
Administration Fees, the Standard Servicing Fees 
and the Rating Agency Fees) will also be paid or 
allocated for payment on the Monthly 
Distribution Dates.  The calculation date for each 
Monthly Distribution Date generally will be the 
second Business Day before such Monthly 
Distribution Date. 

Collection Periods.  The Collection Period 
with respect to a Monthly Distribution Date will 
be the calendar month preceding such Monthly 
Distribution Date (each, a “Collection Period”).  
However, the Collection Period for the initial 
Monthly Distribution Date of November 26, 2021 
will begin on the Date of Issuance and end on 
October 31, 2021.  With respect to any other 
Monthly Distribution Date, the “related” or the 
“preceding” Collection Period shall be the 
Collection Period ending on the last day of the 
month immediately preceding the month in which 
such Monthly Distribution Date occurs. 

Interest Accrual Periods.  The initial Interest 
Accrual Period for the Notes begins on the Date 
of Issuance and ends on November 25, 2021.  For 
all other Monthly Distribution Dates, the Interest 
Accrual Period for the Notes will begin on the 
prior Monthly Distribution Date and end on the 
day before such Monthly Distribution Date (each, 
an “Interest Accrual Period”). 

Financed Eligible Loans.  The loans made to 
finance post-secondary education that are made 
under the Higher Education Act (each, an 
“Eligible Loan”) that are pledged by the Issuer to 
the Trustee under the Indenture and not released 
from the lien thereof are sometimes referred to 
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herein as the “Financed Eligible Loans.”  The 
information presented in this Offering 
Memorandum under the caption 
“CHARACTERISTICS OF THE FINANCED 
ELIGIBLE LOANS” herein relating to the 
Eligible Loans the Issuer expects to pledge to the 
Trustee on the Date of Issuance is as of July 31, 
2021, which is referred to as the “Statistical 
Cut-Off Date.”  The Issuer believes that the 
information set forth in this Offering 
Memorandum with respect to the Eligible Loans 
as of the Statistical Cut-Off Date is representative 
of the characteristics of the Financed Eligible 
Loans as they will exist on the Date of Issuance 
for the Notes. 

Date of Issuance.  On or about 
September 29, 2021. 

Description of the Notes 

General.  The Brazos Education Loan 
Authority, Inc. is issuing $649,000,000 of its 
FFELP Loan Asset-Backed Notes, Series 2021-1 
in the following classes: 

• $636,650,000 FFELP Loan 
Asset-Backed Notes, Senior 
Series 2021-1A-1B (the “Class A-1B 
Notes”) 

• $12,350,000 FFELP Loan Asset-Backed 
Notes, Subordinate Series 2021-1B (the 
“Class B Notes”) 

The Class A-1B Notes and the Class B Notes 
(collectively, the “Notes”) will be issued pursuant 
to the terms and provisions of the Indenture of 
Trust, dated as of September 1, 2021 (the 
“Indenture”), between the Issuer and the Trustee.  
The Notes will receive payments primarily from 
collections on a discrete pool of Eligible Loans 
held by the Issuer and pledged to the Trustee 
under the Indenture. 

The Class A-1B Notes will be senior Notes 
and the Class B Notes will be subordinate Notes.  
The Notes will be issued in minimum 
denominations of $100,000 and in integral 
multiples of $1,000 in excess thereof.  Interest 
and principal on the Notes will be payable to the 

owners of record of the Notes as of the close of 
business on the day before the related Monthly 
Distribution Date. 

Interest on the Notes.  The Class A-1B Notes 
will bear interest at an annual rate equal to the 
applicable Benchmark (initially One-Month 
LIBOR), except for the initial Interest Accrual 
Period, plus 0.58%. 

The Class B Notes will bear interest at an 
annual rate equal to the applicable Benchmark 
(initially One-Month LIBOR), except for the 
initial Interest Accrual Period, plus 1.20%. 

If One-Month LIBOR or the then current 
benchmark is less than 0.00% for any Interest 
Accrual Period, it shall be deemed to be 0.00% 
and the interest rate for the Notes for such Interest 
Accrual Period shall be deemed to be the interest 
rate margin set forth above for such class of 
Notes. 

The Trustee will obtain and provide 
One-Month LIBOR to the Issuer and the Issuer 
will calculate the applicable interest rate on the 
Notes on the second Business Day prior to the 
start of the applicable Interest Accrual Period; 
provided that if One-Month LIBOR does not 
appear on a page of a financial reporting service 
in general use in the financial services industry, 
and the Issuer has not made a determination that 
a Benchmark Transition Event and its related 
Benchmark Replacement Date have occurred, 
One-Month LIBOR in effect for the applicable 
Interest Accrual Period will be the One-Month 
LIBOR in effect for the previous Interest Accrual 
Period.  Additionally, if One-Month LIBOR is no 
longer an available benchmark rate, the Issuer 
will cause an alternative rate to be calculated as 
described under the caption “DESCRIPTION OF 
THE NOTES—Benchmark Transition Event” 
herein. 

Interest on the Notes will be calculated on the 
basis of the actual number of days elapsed during 
the Interest Accrual Period divided by 360 and 
rounding the resultant figure to the fifth decimal 
place. 
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The rate of interest on the Notes for the initial 
Interest Accrual Period will be determined by 
reference to the following formula: 

x + [(a / b) * (y-x)] + 0.58% for the 
Class A-1B Notes and + 1.20% for 
the Class B Notes 

where: 

x = one-month LIBOR; 

y = two-month LIBOR; 

a = the actual number of days from 
the maturity date of one-month 
LIBOR to the first Monthly 
Distribution Date; and 

b = the actual number of days from 
the maturity date of one-month 
LIBOR to the maturity date of 
two-month LIBOR. 

Interest accrued on the outstanding principal 
balance of the Notes during each Interest Accrual 
Period will be paid on the following Monthly 
Distribution Date in the order and priority 
described under the caption “—Flow of Funds” 
below. 

Failure to pay interest on the Class B Notes is 
not an Event of Default so long as any of the 
Class A-1B Notes remain outstanding. 

Principal Distributions.  Principal 
distributions will be allocated to the Notes on 
each Monthly Distribution Date in an amount 
equal to the funds available to pay principal, in 
the amount equal to the lesser of: 

(a) the Principal Distribution 
Amount for that Monthly Distribution 
Date; and 

(b) funds available for the payment 
of principal as described under the caption 
“—Flow of Funds” below and under the 
caption “SECURITY AND SOURCES OF 
PAYMENT FOR THE NOTES—
Collection Fund; Flow of Funds” herein. 

Principal will be paid, first, on the Class A-
1B Notes until paid in full and, second, on the 
Class B Notes until paid in full. 

“Principal Distribution Amount” means, as 
determined by the Issuer for each Monthly 
Distribution Date other than a Note Final 
Maturity Date, the amount, not less than zero, by 
which (i) the Outstanding Amount of the Notes 
immediately prior to such Monthly Distribution 
Date exceeds (ii) the Adjusted Pool Balance for 
that Monthly Distribution Date less the Specified 
Overcollateralization Amount.  Notwithstanding 
the foregoing, (A) on or after the Maturity Date 
for a class of Notes, the Principal Distribution 
Amount shall not be less than the amount that is 
necessary to reduce the outstanding principal 
balance of such class of Notes to zero, and (B) the 
Principal Distribution Amount shall not exceed 
the Outstanding Amount of the Notes as of any 
Monthly Distribution Date (before giving effect 
to any distributions on such Monthly Distribution 
Date). 

“Specified Overcollateralization Amount” 
means, for any Monthly Distribution Date, the 
greater of: 

(a) 3.8462% of the Adjusted Pool 
Balance for that Monthly Distribution 
Date; and 

(b) $10,000,000. 

“Adjusted Pool Balance” means, for any 
Monthly Distribution Date, the sum of the Pool 
Balance as of the end of the immediately 
preceding Collection Period and the amounts on 
deposit in the Reserve Fund as of the end of the 
immediately preceding Collection Period after 
giving effect to any expected payments to or 
releases from the Reserve Fund on such Monthly 
Distribution Date. 

The Principal Distribution Amount is 
intended to provide credit support so that, if 
sufficient funds are available on each Monthly 
Distribution Date, the Adjusted Pool Balance will 
continue to exceed the Outstanding Amount of 
the Notes by the greater of (a) 3.8462% of the 
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Adjusted Pool Balance for that Monthly 
Distribution Date, and (b) $10,000,000. 

“Pool Balance” means, for any date, the 
aggregate Principal Balance of the Financed 
Eligible Loans (other than any Financed Eligible 
Loans for which the related Guaranty Agency or 
the Secretary has either paid or rejected a claim 
for guarantee payment or insurance) on that date, 
including accrued interest that is expected to be 
capitalized, after giving effect to the following, 
without duplication: 

(a) all payments received by the 
Issuer through that date from borrowers; 

(b) all amounts received by the 
Issuer through that date from required 
purchases or repurchases of Financed 
Eligible Loans by Servicers or sellers; 

(c) the amount of any adjustment to 
balances of the Financed Eligible Loans that 
the Servicer makes under its related servicing 
agreement, if any, recorded through that date; 
and 

(d) the amount by which Guaranty 
Agency reimbursements of principal on 
defaulted Financed Eligible Loans through 
that date are reduced from 100% to 97%, or 
other applicable percentage, as required by 
the risk sharing provisions of the Higher 
Education Act. 

See the caption “DESCRIPTION OF THE 
NOTES—Principal Distributions” herein. 

Each principal payment on a class of Notes 
will be allocated to all Noteholders of such class 
of Notes on a pro rata basis, based upon the 
Outstanding Amount of such class of Notes held 
by each such Noteholder. 

Final Maturity.  The final Maturity Date for 
each class of the Notes will be November 25, 
2071. 

The final payment of the Notes is expected to 
occur prior to the above date (see Appendix B 

hereto) and could be earlier than expected to the 
extent that: 

(a) there are significant 
prepayments on the Financed Eligible Loans; 

(b) additional payments of principal 
are made from money available in the 
Collection Fund to pay the Notes in full prior 
to maturity; 

(c) the Issuer exercises its option to 
direct the release of all of the Financed 
Eligible Loans remaining in the Trust Estate 
established under the Indenture from the lien 
of the Indenture (which will not occur until a 
date when the then outstanding Pool Balance 
is 10% or less of the initial Pool Balance); or 

(d) the Trustee sells all of the 
remaining Financed Eligible Loans upon an 
Event of Default. 

Credit Risk Retention 

Section 15G of the Securities Exchange 
Act of 1934, as amended (the “Securities 
Exchange Act”), and Regulation RR (17 C.F.R. 
Part 246) promulgated thereunder, require the 
sponsor of an asset-backed securitization 
transaction, or a majority owned affiliate of the 
sponsor, to retain not less than 5% of the credit 
risk of the assets collateralizing the asset-backed 
securities; provided, however, the risk retention 
requirement with respect to asset-backed 
securities collateralized solely (excluding 
servicing assets as defined in Regulation RR) by 
student loans originated under the Federal Family 
Education Loan Program (“FFELP” or the “FFEL 
Program”) that include FFELP loans that are 
guaranteed as to at least 97% of defaulted 
principal and accrued interest is reduced to 3%.  
See the caption “CREDIT RISK RETENTION” 
herein for more information.  The Issuer, as the 
sponsor for the Notes, will satisfy the risk 
retention requirement of Regulation RR by 
initially retaining the Residual Certificate issued 
pursuant to the Indenture. 

As described under the caption 
“CREDIT RISK RETENTION—Eligible 
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Horizontal Residual Interest” herein, the Residual 
Certificate will constitute an “eligible horizontal 
residual interest” with respect to the Notes, and 
the Issuer has determined that the fair value of the 
Residual Certificate is $52,456,904 as of the Date 
of Issuance, which exceeds 3% of the sum of the 
fair values of the Notes and the Residual 
Certificate as of the Date of Issuance.  Unless the 
Issuer is no longer subject to the holding period 
requirements of Regulation RR, the Issuer, or a 
majority owned affiliate of the Issuer, is required 
to retain the Residual Certificate until the latest to 
occur of: (1) the date on which the principal 
balance of the financed student loans reduces to 
33% of their original unpaid principal balance as 
of the Date of Issuance, (2) the date on which the 
unpaid principal balance of Notes has been 
reduced to 33% of the original principal amount 
of the Notes or (3) the date which is two years 
after the Date of Issuance. 

Description of the Issuer and the Trust Estate 

General.  The Issuer is a nonprofit 
corporation organized pursuant to the laws of the 
State of Texas.  See “BRAZOS EDUCATION 
LOAN AUTHORITY, INC.” 

Use of Proceeds.  As described under the 
caption “USE OF PROCEEDS” herein, certain of 
the proceeds from the sale of the Notes will be 
used to make the initial deposits to the Cost of 
Issuance Fund and the Reserve Fund described 
below.  Certain of the remaining proceeds from 
the sale of the Notes will be used to refinance 
student loans originated under the FFEL Program 
(such loans, “FFELP Loans” or “Eligible Loans”) 
presently pledged by the Issuer under the 
Warehouse Agreement (as defined herein), all of 
which have been identified and are described 
under the caption “CHARACTERISTICS OF 
THE FINANCED ELIGIBLE LOANS” herein.  
The FFELP Loans will be pledged to the Trustee 
on the Date of Issuance and will be subject to the 
lien of the Indenture.  See the caption “USE OF 
PROCEEDS” herein. 

The only sources of funds for payment of 
the Notes issued under the Indenture are the 
Financed Eligible Loans, investments pledged to 
the Trustee, the payments the Issuer receives on 

those Financed Eligible Loans and investments 
and certain funds held under the Indenture.  On 
the Date of Issuance, the parity ratio (excluding 
accrued interest not expected to be capitalized) 
will be not less than 105.0% of the principal 
amount of the Class A-1B Notes and not less than 
103.0% of the principal amount of all of the 
Notes. 

The Trust Estate Assets.  The assets of the 
trust estate securing the Notes issued under the 
Indenture will be a discrete trust estate that will 
include (collectively, the “Trust Estate”): 

(a) the Available Funds (other than 
moneys deposited in the Department SAP 
Rebate Fund and moneys released from the 
lien of the Trust Estate as provided in the 
Indenture); 

(b) all moneys and investments held 
in the funds created under the Indenture 
(other than the Department SAP Rebate 
Fund), and other than moneys and 
investments released from the lien of the 
Trust Estate as provided in the Indenture), 
including all proceeds thereof and all income 
thereon; 

(c) the Financed Eligible Loans held 
by the Issuer and pledged under the Indenture 
and all obligations of the obligors thereunder 
including all moneys received thereunder on 
or after the Cut-Off Date (but in no event 
including any Financed Eligible Loans 
released from the lien of the Trust Estate as 
provided in the Indenture); 

(d) the rights of the Issuer and/or the 
Eligible Lender Trustee in and to the 
Administration Agreement, any Servicing 
Agreement, any Student Loan Purchase 
Agreement, any Custodian Agreement, the 
Eligible Lender Trust Agreement and the 
Guarantee Agreements as each of the same 
relate to the Financed Eligible Loans; 

(e) to the extent that the components 
of the Trust Estate described in clauses (a) 
through (f), inclusive, constitute property of 
the Issuer in the nature of Accounts, General 
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Intangibles (including Payment Intangibles), 
Promissory Notes, and Instruments (each as 
defined in the Uniform Commercial Code of 
the State of Texas), but it shall not be 
necessary that an item be an Account, 
General Intangible, Payment Intangible, 
Promissory Note or Instrument for such item 
to be part of the Trust Estate if it is otherwise 
described, referenced, or included in 
clauses (a) through (d), or in this clause (e), 
but in no event shall this interest attach to any 
properties, student loans, cash or other trust 
estates of the Issuer which are not included in 
the properties described in clauses (a) 
through (d) above or this clause (e); and 

(f) all proceeds from any property 
described in clauses (a) through (e) above and 
any and all other property, rights and interests 
of every kind or description that from time to 
time is specifically granted, conveyed, 
pledged, transferred, assigned or delivered to 
the Trustee as additional security under the 
Indenture. 

All of the Eligible Loans pledged to the 
Trustee under the Indenture will initially be 
serviced by PHEAA, Nelnet or Navient.  
Additional Servicers may be permitted upon 
satisfaction of the Rating Agency Condition.  See 
the caption “RISK FACTORS—Failure to 
comply with loan origination and servicing 
procedures for Financed Eligible Loans may 
result in loss of guarantee or other benefits” 
herein.  All of the Eligible Loans pledged to the 
Trustee under the Indenture are, as of the time of 
such pledge, guaranteed by a Guaranty Agency 
and reinsured by the U.S. Department of 
Education (sometimes referred to herein as the 
“Department of Education”).  See the caption 
“GUARANTY AGENCIES” herein. 

Except under limited circumstances set forth 
in the Indenture, Financed Eligible Loans may 
not be transferred out of the Trust Estate 
established under the Indenture.  See the caption 
“SUMMARY OF THE INDENTURE 
PROVISIONS—Sale of Financed Eligible 
Loans” herein. 

The Student Loan Fund.  The Eligible Loans 
being pledged by the Issuer will be deposited into 
the Student Loan Fund on the Date of Issuance.  
See the caption “CHARACTERISTICS OF THE 
FINANCED ELIGIBLE LOANS” herein.  
Except for any acquisition of Eligible Loans that 
were previously Financed Eligible Loans from a 
Guaranty Agency or a Servicer as described 
under the caption “SECURITY AND SOURCES 
OF PAYMENT FOR THE NOTES—Collection 
Fund; Flow of Funds” herein, there will be no 
acquisitions of Eligible Loans into the Trust 
Estate after the Date of Issuance. 

The Collection Fund.  The Paying Agent on 
behalf of the Trustee will deposit into the 
Collection Fund upon receipt all revenues derived 
from Financed Eligible Loans and money or 
investments of the Issuer derived from assets on 
deposit in and transfers from the Costs of 
Issuance Fund, the Department SAP Rebate Fund 
and the Reserve Fund.  Money on deposit in the 
Collection Fund will be used to make any 
required payments to the Department of 
Education, to pay Senior Transaction Fees 
(including Administration Fees, Standard 
Servicing Fees, Trustee Fees, Rating Agency 
Fees and certain Extraordinary Expenses), to pay 
interest and principal on the Notes and to 
replenish the Reserve Fund.  See the captions “—
Flow of Funds” below and “SECURITY AND 
SOURCES OF PAYMENT FOR THE 
NOTES—Collection Fund; Flow of Funds” 
herein. 

The Reserve Fund.  On the Date of Issuance, 
a deposit will be made to the Reserve Fund in an 
amount equal to $21,950,000.  The Reserve Fund 
is to be maintained at an amount equal to: 
$21,950,000 to but not including the November 
2022 Monthly Distribution Date; $11,000,000 
from the November 2022 Monthly Distribution 
Date to but not including the November 2023 
Monthly Distribution Date; $5,000,000 from the 
November 2023 Monthly Distribution Date to but 
not including the November 2024 Monthly 
Distribution Date; $3,600,000 from the 
November 2024 Monthly Distribution Date to but 
not including the November 2027 Monthly 
Distribution Date; $2,400,000 from the 
November 2027 Monthly Distribution Date to but 
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not including the November 2032 Distribution 
Date; and $1,000,000 from the November 2032 
Distribution Date until payment in full of the 
Notes; provided that in no event will such balance 
exceed the sum of the Outstanding Amount of the 
Notes; and provided further, that such Specified 
Reserve Fund Balance may be reduced upon 
satisfaction of the Rating Agency Condition (as 
defined under the caption “GLOSSARY OF 
TERMS” herein).  On each Monthly Distribution 
Date, to the extent that money in the Collection 
Fund is not sufficient to pay amounts owed to the 
Department of Education or to a Guaranty 
Agency (other than to  recall claims with respect 
to or for repurchases of Eligible Loans) or to pay 
Senior Transaction Fees and the interest then due 
on the Notes, an amount equal to the deficiency 
in the amount required to make such payments 
will be transferred from the Reserve Fund to the 
Collection Fund.  To the extent the amount in the 
Reserve Fund falls below the Specified Reserve 
Fund Balance, the Reserve Fund will be 
replenished on each Monthly Distribution Date 
from funds available in the Collection Fund as 
described under the captions “—Flow of Funds” 
below and “SECURITY AND SOURCES OF 
PAYMENT FOR THE NOTES—Collection 
Fund; Flow of Funds” herein.  Funds on deposit 
in the Reserve Fund in excess of the Specified 
Reserve Fund Balance will be transferred to the 
Collection Fund upon Issuer Order.  Other than 
such excess amounts, principal payments due on 
the Notes will be made from the Reserve Fund 
only (a) on the respective Note Final Maturity 
Date for the related class of Notes; (b) on any 
Monthly Distribution Date when the market value 
of securities and cash in the Reserve Fund and the 
Collection Fund is sufficient to pay the remaining 
principal amount of and interest accrued on the 
Notes; or (c) upon the exercise of the option to 
prepay the Notes described below. 

The Department SAP Rebate Fund.  The 
Paying Agent on behalf of the Trustee will 
establish a Department SAP Rebate Fund as part 
of the Trust Estate established under the 
Indenture.  The Higher Education Act requires 
holders of Eligible Loans first disbursed on or 
after April 1, 2006 to rebate to the Department of 
Education interest received from borrowers on 
such loans that exceeds the applicable special 

allowance support levels.  The Issuer expects that 
the Department of Education will reduce the 
special allowance and interest benefit payments 
payable to the Issuer by the amount of any such 
rebates owed by the Issuer.  Each month, the 
Issuer will instruct the Paying Agent on behalf of 
the Trustee to deposit into the Department SAP 
Rebate Fund from the Collection Fund the 
amount necessary to bring the balance therein to 
the expected Department SAP Rebate Interest 
Amount for such date.  Upon instructions from 
the Issuer to the Paying Agent on behalf of the 
Trustee, the Paying Agent on behalf of the 
Trustee shall pay to the Department an amount 
equal to the Department SAP Rebate Interest 
Amount due on each Department SAP Rebate 
Payment Date, first, from amounts on deposit in 
the Department SAP Rebate Fund and, to the 
extent such amounts in the Department SAP 
Rebate Fund are insufficient, second, from the 
Collection Fund.  If the amount on deposit in the 
Department SAP Rebate Fund on any 
Department SAP Rebate Payment Date exceeds 
the Department SAP Rebate Interest Amount 
due, the Issuer shall instruct the Paying Agent on 
behalf of the Trustee to withdraw from the 
Department SAP Rebate Fund on such date an 
amount equal to such excess and to deposit such 
amount in the Collection Fund.  See 
“DESCRIPTION OF THE FEDERAL FAMILY 
EDUCATION LOAN PROGRAM—Special 
Allowance Payments” in Appendix A hereto. 

The Distribution Fund.  The Paying Agent 
on behalf of the Trustee will transfer to the Issuer 
for deposit to the Distribution Fund amounts 
transferred from the Collection Fund.  See the 
captions “—Flow of Funds” below and 
“SECURITY AND SOURCES OF PAYMENT 
FOR THE NOTES—Collection Fund; Flow of 
Funds” herein.  Amounts deposited in the 
Distribution Fund will be used to pay Senior 
Transaction Fees and Subordinate Transaction 
Fees. 

Characteristics of the Student Loan 
Portfolio.  The Issuer will pledge to the Trustee 
under the Indenture a portfolio of Eligible Loans 
originated under the FFELP, having, as of the 
Statistical Cut-Off Date, an aggregate 
outstanding principal balance of approximately 
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$630,006,355, which does not include 
$16,503,860 of interest expected to be 
capitalized.  As of the Statistical Cut-Off Date 
(and based on the aggregate outstanding principal 
balances of the Financed Eligible Loans as of 
such date), the weighted average annual interest 
rate of the Eligible Loans expected to be pledged 
to the Trustee under the Indenture (excluding 
Special Allowance Payments and not giving 
effect to currently utilized borrower benefit 
programs) was approximately 4.32% and their 
weighted average remaining term to scheduled 
maturity was approximately 172 months.  The 
portfolio of Eligible Loans expected to be 
pledged by the Issuer to the Trustee is described 
more fully below under the caption 
“CHARACTERISTICS OF THE FINANCED 
ELIGIBLE LOANS” herein. 

In the event that the principal amount of 
Eligible Loans required to provide collateral for 
the Notes varies from the amounts anticipated 
herein, whether by reason of a change in the 
collateral requirement necessary to obtain the 
expected ratings on the Notes (see the caption “—
Ratings of the Notes” below), the rate of 
amortization or prepayment on the portfolio of 
Eligible Loans from the Statistical Cut-Off Date 
to the Date of Issuance varying from the rates that 
were anticipated, or otherwise, the portfolio of 
Eligible Loans to be pledged to the Trustee under 
the Indenture may consist of a subset of the pool 
of Eligible Loans described herein or may include 
additional Eligible Loans not described under the 
caption “CHARACTERISTICS OF THE 
FINANCED ELIGIBLE LOANS” herein.  Any 
additional Eligible Loans pledged under the 
Indenture due to amortization or prepayment on 
the portfolio between the Statistical Cut-Off Date 
and the Date of Issuance will have characteristics 
that are substantially similar to the characteristics 
of the Eligible Loans described herein. 

The Issuer believes that the information set 
forth in this Offering Memorandum with respect 
to the Eligible Loans as of the Statistical Cut-Off 
Date is representative of the characteristics of the 
Financed Eligible Loans as they will exist on the 
Date of Issuance of the Notes.  As of the 
Statistical Cut-Off Date, none of the Eligible 
Loans expected to be pledged under the Indenture 

constitute “rehabilitation loans,” which are 
Eligible Loans that have previously defaulted, but 
for which the borrower thereunder has made a 
specified number of on-time payments as 
described under “APPENDIX A—
DESCRIPTION OF THE FEDERAL FAMILY 
EDUCATION LOAN PROGRAM—Insurance 
and Guarantees—Rehabilitation of Defaulted 
Loans” hereto. 

Flow of Funds.  Senior Transaction Fees 
(which include the Trustee Fees, the 
Administration Fees, the Standard Servicing 
Fees, the Rating Agency Fees and certain 
Extraordinary Expenses) will be transferred to the 
Distribution Fund on each Monthly Distribution 
Date from money available in the Collection 
Fund and will be disbursed by the Paying Agent 
on behalf of the Trustee upon written request of 
the Issuer or the Administrator.  See the caption 
“FEES AND EXPENSES” herein.  Subordinate 
Transaction Fees payable in clause seventh below 
are Extraordinary Expenses that are in excess of 
the amounts that can be paid as Senior 
Transaction Fees.  In addition, each month money 
available in the Collection Fund will be used to 
pay amounts due with respect to the Financed 
Eligible Loans to the Department of Education 
and to the Guaranty Agencies, to purchase from 
the lien of the Indenture Financed Eligible Loans 
in the limited circumstances described under the 
caption “SECURITY AND SOURCES OF 
PAYMENT FOR THE NOTES—Collection 
Fund; Flow of Funds” herein and to transfer 
amounts required to be deposited into the 
Department SAP Rebate Fund.  Upon written 
direction from the Issuer to the Paying Agent on 
behalf of the Trustee, moneys in the Collection 
Fund may be used on any Business Day to pay to 
any Servicer, when due, fees and expenses, in an 
amount not to exceed $300,000, associated with 
the conversion of the Financed Eligible Loans 
from another Servicer to such Servicer.  On each 
Monthly Distribution Date, prior to an Event of 
Default, Available Funds in the Collection Fund 
will be used to make the following deposits and 
distributions, to the extent funds are available, as 
set forth in the following chart: 
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 COLLECTION FUND 
 ↓ 
First Distribution Fund 

(Senior Transaction Fees) 
 ↓ 
Second Class A-1B Noteholders 

(Interest on the Class A-1B Notes) 
 ↓ 
Third Class B Noteholders* 

(Interest on the Class B Notes) 
 ↓ 
Fourth Reserve Fund 

(Amounts necessary to restore the Reserve Fund to the Specified Reserve Fund Balance) 
 ↓ 
Fifth Noteholders 

(Principal Distribution Amount will be allocated, first, to the Class A-1B Notes, until they have been paid in 
full and, second, to the Class B Notes, until they have been paid in full) 

 ↓ 
Sixth Noteholders 

(On and after the November 2027 Monthly Distribution Date, to the Noteholders, supplemental payments of 
principal, first, to the Class A-1B Notes, until they have been paid in full and, second, to the Class B Notes 

until they have been paid in full) 
 ↓ 
Seventh Distribution Fund 

(Subordinate Transaction Fees) 
 ↓ 
Eighth Noteholders 

(if the Financed Eligible Loans are not released when permitted pursuant to the optional release, to the 
Noteholders, supplemental payments of principal, first, to the Class A-1B Notes, until they have been paid in 

full and, second, to the Class B Notes until they have been paid in full) 

 ↓ 
Ninth To the Residual Certificateholders** 

(all remaining funds) 
____________________ 
* On and after the Maturity Date of the Class A-1B Notes, the Noteholders of the Class A-1B Notes will receive amounts representing payment 
of the principal balance of the Class A-1B Notes after clause Second above until the Class A-1B Notes are paid in full prior to the Class B Notes 
receiving payments of any payments of interest pursuant to clause Third above. 
**Amounts properly distributed pursuant to clause Ninth above will be deemed released from the Trust Estate and the security interest therein 
granted to the Trustee and the Residual Certificateholders shall not in any event thereafter be required to refund any such distributed amounts. 
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Payments on Maturity Dates.  
Notwithstanding the foregoing, on and after the 
Class A-1B Maturity Date, the Class A-1B 
Noteholders will receive amounts representing 
payment of the Outstanding Amount of the Class 
A-1B Notes after clause Second above until the 
Class A-1B Notes have been paid in full and prior 
to the Class B Noteholders receiving interest 
payments on their Class B Notes pursuant to 
clause Third above. 

Flow of Funds After Events of Default and 
Acceleration.  Following the occurrence of an 
Event of Default that results in an acceleration of 
the maturity of the Notes and after the payment of 
certain fees and expenses, payments of principal 
and interest on the Notes will be made, ratably, 
without preference or priority of any kind, first, 
to the Class A-1B Notes and second, to the 
Class B Notes, in that order, until the Notes are 
repaid in full.  See the caption “SUMMARY OF 
THE INDENTURE PROVISIONS—Remedies 
on Default” herein. 

Credit Enhancement 

Credit enhancement for the Notes will consist 
of overcollateralization, excess spread and cash 
on deposit in the Reserve Fund and, for the 
Class A-1B Notes, the subordination of the 
Class B Notes, as described under the caption 
“CREDIT ENHANCEMENT” herein. 

Servicing and Administration 

PHEAA, Nelnet and Navient will act as the 
initial Servicers for the Financed Eligible Loans.  
Additional Servicers for the Financed Eligible 
Loans may be permitted upon satisfaction of the 
Rating Agency Condition.  The Servicers will be 
responsible for servicing and making collections 
on the Financed Eligible Loans and will be paid 
their Standard Servicing Fees from the Senior 
Transaction Fees.  Servicing fees constituting 
Extraordinary Expenses in excess of the amounts 
permitted as Senior Transaction Fees will be paid 
from the Subordinate Transaction Fees.  Senior 
Transaction Fees and Subordinate Transaction 
Fees are limited as described under the caption 
“FEES AND EXPENSES” herein.   

The Brazos Higher Education Service 
Corporation, Inc. (the “Administrator”) will act 
as the administrator of the Trust Estate and will 
be paid a monthly Administration Fee from the 
Senior Transaction Fees.  Administration fees 
constituting Extraordinary Expenses in excess of 
the amounts permitted as Senior Transaction Fees 
will be paid from the Subordinate Transaction 
Fees.  Senior Transaction Fees and Subordinate 
Transaction Fees are limited as described under 
the caption “FEES AND EXPENSES” herein. 

Optional Prepayment of Notes When the 
Then Outstanding Pool Balance is 10% or 
Less of Initial Pool Balance 

The Issuer shall have the option to direct the 
release of the Financed Eligible Loans from the 
lien of the Indenture on the Monthly Distribution 
Date next succeeding the last day of the 
Collection Period on which the then outstanding 
Pool Balance is 10% or less of the initial Pool 
Balance, and on any Monthly Distribution Date 
thereafter.  If this option is exercised, the 
Financed Eligible Loans and any other remaining 
assets of the Trust Estate will be released to the 
Issuer free from the lien of the Indenture. 

For the Issuer to exercise its release option, 
the Issuer must deposit in the Collection Fund an 
amount that, when combined with amounts on 
deposit in the other funds and accounts held under 
the Indenture (other than the Department SAP 
Rebate Fund), would be sufficient to: 

(a) reduce the Outstanding Amount 
of the Notes then outstanding on the related 
Monthly Distribution Date to zero; 

(b) pay to the Noteholders the 
interest payable on the related Monthly 
Distribution Date; and 

(c) pay any Monthly Consolidation 
Rebate Fees and other amounts payable to the 
Department of Education and pay unpaid 
Senior Transaction Fees. 
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Book-Entry Registration 

The Notes will be delivered in book-entry 
form through The Depository Trust Company.  
Purchasers of the Notes will not receive a 
certificate representing their Notes except in very 
limited circumstances.  See the caption 
“BOOK-ENTRY REGISTRATION” herein. 

U.S. Federal Income Tax Consequences 

McCall, Parkhurst & Horton LLP will deliver 
an opinion to the effect that, for U.S. federal 
income tax purposes and assuming the accuracy 
of and compliance with certain assumptions, 
representations and covenants, the Notes will be 
characterized as debt if and to the extent 
beneficially acquired on the Date of Issuance by 
persons or entities unaffiliated with the Issuer.  
By accepting its Notes, each Noteholder agrees to 
treat its Notes as indebtedness for U.S. federal 
income tax and all applicable state and local 
income and franchise tax purposes in all tax 
filings, reports and returns and otherwise, and 
will not take, or participate in the taking of or 
permit to be taken, any action that is inconsistent 
with such tax treatment and tax reporting of the 
Notes, unless required by applicable law. 

The Notes will not be issued with original 
issue discount (“OID”) as defined in the Internal 
Revenue Code of 1986, as amended (the “Code”) 
based on their initial offering prices to the public.  
Except as described below with respect to the 
Class B Notes, the Issuer expects that stated 
interest on the Class A-1B Notes and the Class B 
Notes will be includible in gross income when 
received or accrued in accordance with each 
Noteholder’s respective tax accounting method 
and the applicable provisions of the Code.  
However, the Class B Notes may be treated as 
issued with OID due to the possibility of interest 
deferral under the terms of the Class B Notes, and 
stated interest on the Class B Notes would be 
includible in gross income in accordance with the 
method under the Code that applies to OID.  
Absent official guidance on this point, the Issuer 
does not intend to treat the possibility of interest 
deferral on the Class B Notes as creating OID, 
although it may revise such treatment in the 
future if it should determine a change to be 

appropriate.  See the caption “CERTAIN U.S. 
FEDERAL INCOME TAX 
CONSIDERATIONS” herein. 

ERISA Considerations 

Fiduciaries of employee benefit plans, 
retirement arrangements and other entities in 
which such plans or arrangements are invested 
may choose to invest in the Notes subject to the 
Code, the Employee Retirement Income Security 
Act of 1974, as amended, other applicable law, 
and the considerations and representations 
addressed under the caption “ERISA 
CONSIDERATIONS” herein. 

Certain Investment Company Act 
Considerations 

The Issuer is not registered or required to be 
registered as an “investment company” under the 
Investment Company Act of 1940, as amended 
(the “Investment Company Act”), pursuant to 
Section 3(b) of the Investment Company Act.  
The Issuer does not rely upon the exclusions from 
the definition of “investment company” set forth 
in Section 3(c)(1) or Section 3(c)(7) of the 
Investment Company Act.  The Issuer does not 
constitute a “covered fund” for purposes of 
Section 619 of the Dodd-Frank Wall Street 
Reform and Consumer Protection Act, Pub. L. 
No. 111-203, 124 Stat. 1376 (2010), also known 
as the Volcker Rule (the “Volcker Rule”).  Since 
the Issuer has not registered, and does not intend 
to register, as an investment company under the 
Investment Company Act, Noteholders will not 
be afforded protections of the provisions of the 
Investment Company Act designed to protect 
investment company investors. 

Ratings of the Notes 

It is a condition to the Underwriter’s 
obligation to purchase the Notes that the Notes 
are rated at least as follows:  
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Class A-1B Notes: 

DBRS:  “AAA (sf)” 
S&P:  “AA+ (sf)” 

Class B Notes: 

DBRS:  “AAA (sf)” 
S&P:  “AA (sf)” 

A securities rating is not a recommendation 
to buy, sell or hold securities and may be subject 
to revision or withdrawal at any time by the 
assigning Rating Agency.  See the caption 
“RATINGS” herein. 

See the caption “RISK FACTORS—The 
ratings of the Notes are not a recommendation to 
purchase and may change” herein. 

CUSIP Numbers† 

Class A-1B Notes:  10620W AF5 
Class B Notes:  10620W AG3 

International Securities Identification 
Numbers (“ISIN”) 

Class A-1B Notes:  US10620WAF59 
Class B Notes:  US10620WAG33 

 

__________________ 

†CUSIP is a registered trademark of the American Bankers Association.  CUSIP and ISIN data herein is provided by Standard & 
Poor’s CUSIP Global Services.  The CUSIP and ISIN numbers listed above are being provided solely for the convenience of 
Noteholders only at the time of issuance of the Notes and the Issuer does not make any representation with respect to such numbers 
or undertake any responsibility for their accuracy now or at any time in the future. 
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RISK FACTORS 

Potential investors in the Notes should consider the following risk factors together with all other 
information in this Offering Memorandum in deciding whether to purchase the Notes.  The following 
discussion of possible risks is not meant to be an exhaustive list of the risks associated with the purchase of 
the Notes and does not necessarily reflect the relative importance of the various risks.  The order in which 
these considerations are presented is not intended to represent the magnitude of the risks discussed.  
Additional risk factors relating to an investment in the Notes are described throughout this Offering 
Memorandum, whether or not specifically designated as risk factors.  There can be no assurance that other 
risk factors will not become material in the future. 

Although the various risks discussed in this Offering Memorandum are generally described 
separately, prospective investors in the Notes should consider the potential effects of the interplay of 
multiple risk factors.  Where more than one significant risk factor is present, the risk of loss to an investor 
may be significantly increased. 

Purchasers may have difficulty selling their 
Notes 

There currently is no secondary market for the Notes.  There is no assurance that any market will 
develop or, if it does develop, that it will continue or will provide investors with a sufficient level of liquidity 
for their investment.  If a secondary market for the Notes does develop, the spread between the bid price 
and the asked price for the Notes may widen, thereby reducing the net proceeds to investors from the sale 
of their Notes.  The Issuer does not intend to list the Notes on any exchange.  From time to time, any existing 
secondary market for the Notes may be adversely affected by periods of general market illiquidity or by 
events in the global financial markets in general or in the securitization market in particular.  Accordingly, 
investors may not be able to sell their Notes when they want to do so (and may be required to bear the 
financial risks of an investment in the Notes for an indefinite period of time) or they may not be able to 
obtain the price that they wish to receive for their Notes and, as a result, they may suffer a loss on their 
investment.  The market values of the Notes may fluctuate and movements in price may be significant. 

Additionally, recent events in the United States and the global financial markets as the result of the 
coronavirus pandemic may cause a reduction of liquidity in any existing secondary market for the Notes. 

The Notes are not a suitable investment for all 
investors 

The Notes are not a suitable investment if an investor requires a regular or predictable schedule of 
payments of interest or principal on any specific date.  The Notes are complex investments that should be 
considered only by investors who, either alone or with their financial, tax and legal advisors, have the 
expertise to analyze the prepayment, reinvestment, default and market risk, the tax consequences of an 
investment, and the interaction of these factors. 

Purchasers of the Notes may be unable to 
reinvest principal payments at the yield 
earned on the Notes 

Asset-backed securities usually produce increased principal payments to investors when market 
interest rates fall below the interest rates on the collateral—the Financed Eligible Loans in this case—and 
decreased principal payments when market interest rates rise above the interest rates on the collateral.  As 
a result, Noteholders may receive more money to reinvest at a time when other investments generally are 
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producing lower yields than the yield on the Notes.  Similarly, Noteholders may receive less money to 
reinvest when other investments generally are producing higher yields than the yield on the Notes. 

The Notes are payable solely from the Trust 
Estate and investors will have no other 
recourse against the Issuer 

Interest and principal on the Notes will be paid solely from the funds and assets held in the discrete 
Trust Estate created under the Indenture.  There will be no subsequent acquisitions of or recycling of 
Eligible Loans into the Trust Estate after the Date of Issuance.  There may, however, be recall claims with 
respect to or for any repurchase of Eligible Loans that were previously Financed from a Guaranty Agency 
or a Servicer as described under the caption “SECURITY AND SOURCES OF PAYMENT FOR THE 
NOTES—Collection Fund; Flow of Funds” herein. 

No insurance or guarantee of the Notes will be provided by any government agency or 
instrumentality, by any insurance company or by any other person or entity.  Therefore, an investor’s receipt 
of payments on the Notes will depend solely on: 

(a) the amount and timing of payments and collections on the Financed Eligible Loans 
and interest paid or earnings on the amounts held in the funds and accounts established pursuant to 
the Indenture; and 

(b) amounts on deposit in the Collection Fund, the Reserve Fund and certain other 
funds and accounts held in the Trust Estate. 

Investors will have no recourse against any party if the Trust Estate created under the Indenture is 
insufficient for repayment of the Notes. 

There will be no market valuation of the 
Financed Eligible Loans 

The Financed Eligible Loans are all currently owned by the Issuer and are not being acquired 
pursuant to a bidding process, and the value of the Financed Eligible Loans is based on the amount 
necessary to release such Financed Eligible Loans from the lien of the Warehouse Agreement, and is not 
based upon their fair market value as determined by any independent advisor. 

The ratings of the Notes are not a 
recommendation to purchase and may change 

It is a condition to the Underwriter’s obligation to purchase the Notes that DBRS assign a rating of 
at least “AAA (sf)” to the Class A-1B Notes and “AAA (sf)” to the Class B Notes.  It is a condition to the 
Underwriter’s obligation to purchase the Notes that S&P assign a rating of at least “AA+ (sf)” to the 
Class A-1B Notes and “AA (sf)” to the Class B Notes.  The S&P rating for the Class A-1B Notes and the 
Class B Notes is a result of S&P’s August 5, 2011 action lowering the long-term sovereign debt rating of 
the United States to “AA+” from “AAA.”  S&P has identified the Notes as being of a type that are impacted 
by the United States’ credit rating due to the Notes being secured by Financed Eligible Loans originated 
under the FFEL Program.  There can be no assurance that the ratings of the Notes will not be downgraded 
or placed on negative watch by DBRS or S&P or any other Rating Agency in the future. 

Ratings are based primarily on the creditworthiness of the underlying Financed Eligible Loans, the 
amount of credit enhancement and the legal structure of the transaction.  The ratings are not a 
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recommendation to any investor to purchase, hold or sell the Notes inasmuch as the ratings do not comment 
as to the market price or suitability for any investor.  The assignment of a credit rating to a class of Notes 
should not be interpreted to mean that there is no risk, or a reduced risk, of loss on that class.  Further, no 
credit rating should be interpreted to be an indication of the expected return on a class of Notes.  Ratings 
may be increased, lowered or withdrawn by any Rating Agency at any time if in the Rating Agency’s 
judgment circumstances so warrant.  A downgrade in the rating of the Notes is likely to decrease the price 
a subsequent purchaser will be willing to pay for an investor’s Notes. 

Certain actions affecting the Financed Eligible Loans and the Trust Estate, including actions 
relating to the servicing of the Financed Eligible Loans and the administration of the Trust Estate, including 
changes in the Standard Servicing Fees and the Administration Fees, may be taken by the Issuer or the 
Trustee (at the written direction of the Issuer) upon satisfaction of a Rating Agency Condition. 

Under the Indenture, a “Rating Agency Condition” is defined as a requirement, with respect to any 
proposed action, failure to act or other event expressly conditioned thereon in the Indenture that, prior to 
the effectuation thereof: (a) the Issuer shall have provided prior written notice to each Rating Agency at 
least 10 calendar days prior to such proposed action, failure to act, or other event specified therein; and 
(b) the Issuer shall have delivered an Issuer Order to the Trustee dated no less than 10 calendar days 
subsequent to the date of such written notice stating that, as of the date of such Issuer Order, the Issuer 
reasonably believes that completion of such proposed action, failure to act or other event will not result in 
a downgrade to any Rating then assigned to any of the Notes by any Rating Agency or cause such Rating 
Agency to suspend, withdraw or qualify any such Rating (other than a Rating that is then applicable only 
to Notes that will no longer be Outstanding upon such completion). 

There is the potential for conflicts of interest 
and regulatory scrutiny with respect to the 
Rating Agencies rating the Notes 

The Issuer will pay fees to the Rating Agencies to assign the initial credit ratings to the Notes on 
or before the Date of Issuance and to maintain the ratings on the Notes.  The SEC has said that being paid 
by an issuer to issue and/or maintain a credit rating on asset-backed securities creates a conflict of interest 
for a rating agency, and that this conflict is particularly acute because arrangers of asset-backed securities 
transactions provide repeat business to such a rating agency.  This conflict of interest may affect the ratings 
that the Rating Agencies hired by the Issuer assign to the Notes and other functions that the Rating Agencies 
perform relating to the Notes. 

Furthermore, the Rating Agencies have been and may continue to be under scrutiny by federal and 
state legislative and regulatory bodies and such scrutiny and any actions such legislative and regulatory 
bodies may take as a result thereof may also have an adverse effect on the price that a subsequent purchaser 
would be willing to pay for the Notes and an investor’s ability to resell its Notes. 

Subordination of the Class B Notes may result 
in a greater risk of loss for holders of Class B 
Notes 

Payments of interest on the Class B Notes are subordinated in priority of payment to payments of 
interest on the Class A-1B Notes.  Similarly, payments of principal on the Class B Notes are subordinated 
to payments of interest and principal on the Class A-1B Notes.  Principal on the Class B Notes will not be 
paid until the Class A-1B Notes have been paid in full.  Thus, investors in the Class B Notes will bear a 
greater risk of loss than the holders of Class A-1B Notes.  Investors in the Class B Notes will also bear the 
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risk of any adverse changes in the anticipated yield and weighted average life of their Class B Notes 
resulting from any variability in payments of principal or interest on the Class B Notes. 

The Class B Notes are subordinated to the Class A-1B Notes as to the direction of remedies upon 
an Event of Default.  In addition, as long as any of the Class A-1B Notes are outstanding, the failure to pay 
interest or principal on the Class B Notes will not constitute an Event of Default under the Indenture.  
Consequently, holders of the Class B Notes may bear a greater risk of losses or delays in payment than 
holders of Class A-1B Notes. 

Holders of the Notes may be required to 
accrue original issue discount as income for 
tax purposes before they receive cash 
attributable to such original issue discount 

The Notes will not be issued with OID for U.S. federal income tax purposes based on their initial 
offering prices to the public.  However, the Class B Notes may be treated as issued with OID for U.S. 
federal income tax purposes due to the possibility of interest deferral under the terms of the Class B Notes.  
Absent official guidance on this point, the Issuer does not intend to treat the possibility of interest deferral 
on the Class B Notes as creating OID, although it may revise such treatment in the future if it should 
determine a change to be appropriate.  If the Class B Notes were to be treated as issued with OID, a pro 
rata portion of OID would be allocable to each day in any “accrual period” using a constant yield method 
under the Code that takes into account both the prepayment assumption used in pricing the Class B Notes 
and the actual prepayment experience.  As a result, the amount of OID on the Class B Notes that would 
accrue in any given accrual period may either increase or decrease depending upon the actual prepayment 
rate and may increase due to any compounding of interest on the Class B Notes.  No representation is made 
as to the actual rate at which the Financed Eligible Loans will prepay or that the Notes will prepay in 
accordance with any prepayment assumption.  Such accrual of any OID could result in a holder of the Class 
B Notes being required to include OID in gross income in advance of the receipt of cash attributable to such 
income regardless of such holder’s method of accounting.  Also, if losses on the Financed Eligible Loans 
exceed available credit support, some or all of this cash may not be received.  See the caption “TAX 
MATTERS—Taxation of Interest Income and Original Issue Discount” herein. 

EU and UK Securitization Regulations may 
affect the liquidity of the Notes 

If prospective investors’ investment activities are subject to investment laws and regulations, 
regulatory capital requirements or review by regulatory authorities in the European Union (“EU”) or the 
United Kingdom (“UK”), prospective investors may be subject to due diligence and monitoring 
requirements with respect to their investment in the Notes.  Prospective investors should consult legal, tax 
and accounting advisers for assistance in determining the suitability of and consequences of the purchase, 
ownership and sale of the Notes. 

Regulation (EU) 2017/2402 of the European Parliament and of the Council of 12 December 2017 
(the “EU Securitization Regulation”) has direct effect in member states of the EU and will be applicable in 
any non-EU states of the European Economic Area (the “EEA”) in which it has been implemented. 

Investors should independently assess and determine whether they are subject to the investor due 
diligence and monitoring requirements (the “EU Due Diligence Requirements”) of Article 5 of the EU 
Securitization Regulation, which apply to “institutional investors,” which are defined under the EU 
Securitization Regulation to include (a) a credit institution or an investment firm as defined in and for 
purposes of Regulation (EU) No 575/2013, as amended, known as the Capital Requirements Regulation 
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(the “EU CRR”), (b) an insurance undertaking or a reinsurance undertaking as defined in Directive 
2009/138/EC, as amended, known as Solvency II, (c) an alternative investment fund manager as defined in 
Directive 2011/61/EU that manages and/or markets alternative investment funds in the EU, (d) an 
undertaking for collective investment in transferable securities (“UCITS”) management company, as 
defined in Directive 2009/65/EC, as amended, known as the UCITS Directive, or an internally managed 
UCITS, which is an investment company that is authorized in accordance with that Directive and has not 
designated such a management company for its management, and (e) with certain exceptions, an institution 
for occupational retirement provision falling within the scope of Directive (EU) 2016/2341, or an 
investment manager or an authorized entity appointed by such an institution for occupational retirement 
provision as provided in that Directive.  Pursuant to Article 14 of the EU CRR, the EU Due Diligence 
Requirements also apply to investments by certain consolidated affiliates, wherever established or located, 
of institutions regulated under the EU CRR (such affiliates, together with all such institutional investors, 
“EU Affected Investors”). 

No party to the transaction described in this Offering Memorandum or any of their respective 
affiliates is required, or undertakes, to retain a material net economic interest in the securitization 
transaction described in this Offering Memorandum in accordance with the EU Securitization Regulation, 
or makes any representation or agreement that it or any other party is undertaking or will undertake to take 
or refrain from taking any other action to facilitate or enable the compliance by EU Affected Investors with 
the EU Due Diligence Requirements, or to comply with the requirements of any other law or regulation 
now or hereafter in effect in the EU or the EEA, in relation to risk retention, due diligence and monitoring, 
credit granting standards or any other conditions with respect to investments in securitization transactions 
by EU Affected Investors.  The transaction described in this Offering Memorandum is structured in a way 
that may not allow EU Affected Investors to comply with the EU Due Diligence Requirements. 

Failure by an EU Affected Investor to comply with the EU Due Diligence Requirements with 
respect to an investment in the Notes described in this Offering Memorandum may result in the imposition 
of a penalty regulatory capital charge on such investment or of other regulatory sanctions by the competent 
authority of such EU Affected Investor. 

With respect to the UK, relevant UK established or UK regulated persons (as described below) are 
subject to the restrictions and obligations of Regulation (EU) 2017/2402 as it forms part of UK domestic 
law by operation of the European Union (Withdrawal) Act 2018, as amended (the “EUWA”), and as 
amended by the Securitisation (Amendment) (EU Exit) Regulations 2019 (and as it may be further 
amended, supplemented or replaced, from time to time) (the “UK Securitization Regulation”, and together 
with the EU Securitization Regulation, the “Securitization Regulations”). 

Article 5 of the UK Securitization Regulation places certain conditions on investments in a 
“securitisation” (as defined in the UK Securitization Regulation) (the “UK Due Diligence Requirements”, 
and together with the EU Due Diligence Requirements, the “Due Diligence Requirements”) by an 
“institutional investor”, defined by the UK Securitization Regulation to include (a) an insurance 
undertaking as defined in section 417(1) of the Financial Services and Markets Act 2000, as amended 
(“FSMA”); (b) a reinsurance undertaking as defined in section 417(1) of the FSMA; (c) an occupational 
pension scheme as defined in section 1(1) of the Pension Schemes Act 1993 that has its main administration 
in the UK, or a fund manager of such a scheme appointed under section 34(2) of the Pensions Act 1995 
that, in respect of activity undertaken pursuant to that appointment, is authorised for the purposes of 
section 31 of the FSMA; (d) an AIFM as defined in regulation 4(1) of the Alternative Investment Fund 
Managers Regulation 2013 which markets or manages AIFs (as defined in regulation 3 of those 
Regulations) in the UK; (e) a management company as defined in section 237(2) of the FSMA; (f) a UCITS 
as defined by section 236A of the FSMA, which is an authorized open ended investment company as 
defined in section 237(3) of the FSMA; and (g) a CRR firm as defined by Article 4(1)(2A) of Regulation 
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(EU) No 575/2013, as it forms part of UK domestic law by virtue of the EUWA.  The UK Due Diligence 
Requirements may also apply to investments by certain consolidated affiliates, wherever established or 
located, of such CRR firms (such affiliates, together with all such institutional investors, “UK Affected 
Investors”, and together with EU Affected Investors, “Affected Investors”). 

No party to the transaction described in this Offering Memorandum or any of their respective 
affiliates is required, or undertakes, to retain a material net economic interest in the securitization 
transaction described in this Offering Memorandum in accordance with the UK Securitization Regulation, 
or makes any representation or agreement that it or any other party is undertaking or will undertake to take 
or refrain from taking any other action to facilitate or enable the compliance by UK Affected Investors with 
the UK Due Diligence Requirements, or to comply with the requirements of any other law or regulation 
now or hereafter in effect in the UK, in relation to risk retention, due diligence and monitoring, credit 
granting standards or any other conditions with respect to investments in securitization transactions by UK 
Affected Investors.  The transaction described in this Offering Memorandum is structured in a way that 
may not allow UK Affected Investors to comply with the UK Due Diligence Requirements. 

Failure by a UK Affected Investor to comply with the UK Due Diligence Requirements with respect 
to an investment in the Notes may result in the imposition of a penalty regulatory capital charge on that 
investment or of other regulatory sanctions by the competent authority of such UK Affected Investor. 

Prospective investors should analyze their own regulatory position and are encouraged to consult 
with their own investment and legal advisors regarding compliance with the Securitization Regulations and 
the suitability of the Notes for investment.  None of the Issuer, the Administrator, Servicers, the Trustee, 
the Underwriter nor any other party to the transaction makes any representation to any prospective investor 
or purchaser of the Notes regarding the regulatory capital treatment of their investment in the Notes on the 
closing date or at any time in the future.  Failure by a UK Affected Investor to comply with the UK Due 
Diligence Requirements with respect to an investment in the Notes may result in the imposition of a penalty 
regulatory capital charge on that investment or of other regulatory sanctions by the competent authority of 
such UK Affected Investor. 

Funds available in the Reserve Fund are 
limited and, if depleted, there may be 
shortfalls in payments to Noteholders 

The Reserve Fund will be funded on the Date of Issuance.  To the extent the amount in the Reserve 
Fund falls below the Specified Reserve Fund Balance, the Reserve Fund will be replenished on each 
Monthly Distribution Date from funds available in the Collection Fund as described under the caption 
“SECURITY AND SOURCES OF PAYMENT FOR THE NOTES—Collection Fund; Flow of Funds” 
herein.  Funds may be transferred out of the Reserve Fund from time to time as described under the caption 
“SECURITY AND SOURCES OF PAYMENT FOR THE NOTES” herein.  In the event that the funds on 
deposit in the Reserve Fund are exhausted and there are insufficient available funds in the Collection Fund, 
the Noteholders will bear any risk of loss. 

The target overcollateralization level may not 
be reached or maintained 

The Specified Overcollateralization Amount is intended to protect the Noteholders from losses on 
the Financed Eligible Loans in excess of those anticipated.  No assurances can be provided as to whether 
or when the target overcollateralization level will be met or, if such level is met, whether such level will be 
maintained. 
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Certain amendments to the Indenture and 
other actions may be taken without the 
consent of Noteholders, upon satisfaction of a 
Rating Agency Condition or by less than all of 
the Noteholders 

The Indenture permits the Issuer and the Trustee (at the written direction of the Issuer) to take 
certain actions based upon satisfaction of a Rating Agency Condition, without the consent of the 
Noteholders.  These include, without limitation, increases in certain fees, reduction of the Specified Reserve 
Fund Balance, addition of permitted investments and a change in a Servicer.  In addition, subject to the 
limitations described under the caption “SUMMARY OF THE INDENTURE PROVISIONS—
Supplemental Indentures—Supplemental Indentures Requiring Consent of Noteholders,” changes may be 
made to the Indenture or other actions taken without the consent of the Noteholders and without satisfaction 
of a Rating Agency Condition.  See the caption “SUMMARY OF THE INDENTURE PROVISIONS—
Supplemental Indentures—Supplemental Indentures Not Requiring Consent of Noteholders” herein. 

Under the Indenture, Noteholders of specified percentages of the Outstanding Amount of the Notes 
may amend or supplement or waive provisions of the Indenture without the consent of the other 
Noteholders, including, but not limited to, the ability to redeem the Notes at a price of par or greater with 
the consent of the Noteholders of a majority of the Outstanding Amount of the Notes.  Investors have no 
recourse if the required percentage of Noteholders vote and other investors disagree with the vote on these 
matters.  The Noteholders may vote in a manner which impairs the ability to pay principal and interest on 
the Notes. 

Rights to waive defaults may adversely affect 
Noteholders 

Generally, the Noteholders of at least two-thirds of the outstanding principal amount of the Notes 
of the highest priority (initially the Class A-1B Notes and thereafter the Class B Notes) (the “Highest 
Priority Notes”) have the ability, with specified exceptions, to waive certain defaults under the Indenture, 
including defaults that could materially and adversely affect the Noteholders who did not vote to waive 
such default. 

The rate of payments on the Financed Eligible 
Loans may affect the maturity of the Notes and 
yield of certain of the Notes 

Financed Eligible Loans may be prepaid at any time without penalty.  If the Issuer receives 
prepayments on the Financed Eligible Loans, those amounts will be used to make principal payments as 
described below under the caption “SECURITY AND SOURCES OF PAYMENT FOR THE NOTES—
Collection Fund; Flow of Funds” herein, which could shorten the average life of the Notes.  Factors 
affecting prepayment of loans include general economic conditions, legislative, executive orders and 
administrative initiatives, prevailing interest rates and changes in the borrower’s job, including transfers 
and unemployment.  Refinancing opportunities that may provide more favorable repayment terms, 
including those that may be offered under potential government initiatives to consolidate or otherwise 
refinance existing FFELP Loans to the Federal Direct Loan Program (the “Direct Loan Program”), also 
affect prepayment rates.  For example, legislation has been proposed periodically that would allow eligible 
student loan borrowers with FFELP Loans or private loans to refinance those student loans at lower interest 
rates currently offered to new borrowers, with refinanced FFELP Loans to be fully paid and reissued as 
loans under the Direct Loan Program, and with borrower eligibility requirements to be established by the 
Department of Education based on income or debt-to-income financial need metrics.  Also, the President 
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of the United States has indicated his support for legislation or a potential executive order providing for the 
cancellation or prepayment of up to $50,000 per student in student debt.  In addition, defaults on Financed 
Eligible Loans owned by the Issuer and pledged under the Indenture result in guarantee payments being 
made on such Financed Eligible Loans, which will accelerate the prepayment of the Notes. 

Scheduled payments with respect to the Financed Eligible Loans may be reduced and the maturities 
of Financed Eligible Loans may be extended as authorized by the Higher Education Act.  Also, periods of 
deferment and forbearance may lengthen the remaining term of the Financed Eligible Loans and the average 
life of the Notes. 

The rate of principal payments to investors on the Notes will be directly related to the rate of 
payments of principal on the Financed Eligible Loans.  Changes in the rate of prepayments may 
significantly affect investors’ actual yield to maturity, even if the average rate of principal prepayments is 
consistent with investors’ expectations.  In general, the earlier a prepayment of principal of a loan, the 
greater the effect may be on an investor’s yield to maturity.  The effect on an investor’s yield as a result of 
principal payments occurring at a rate higher or lower than the rate anticipated by an investor during the 
period immediately following the issuance of the Notes may not be offset by a subsequent like reduction, 
or increase, in the rate of principal payments on the Notes.  Investors will bear entirely any reinvestment 
risks resulting from a faster or slower incidence of prepayment of the Financed Eligible Loans. 

Different rates of change in interest rate 
indexes may affect Trust Estate cash flow 

The interest rates on the Notes may fluctuate from one Interest Accrual Period to another in 
response to changes in the specified index rates.  The Eligible Loans that will be refinanced with the 
proceeds from the sale of the Notes bear interest either at fixed rates or at rates which are generally based 
upon the bond equivalent yield of the 91-day U.S. Treasury Bill rate.  In addition, the Financed Eligible 
Loans may be entitled to receive Special Allowance Payments from the Department of Education based 
upon a One-Month LIBOR rate or the 91-day U.S. Treasury Bill rate.  See the caption 
“CHARACTERISTICS OF THE FINANCED ELIGIBLE LOANS” herein and “DESCRIPTION OF THE 
FEDERAL FAMILY EDUCATION LOAN PROGRAM” in Appendix A hereto.  If there is a decline in 
the rates payable on Financed Eligible Loans, the amount of funds representing interest deposited into the 
Collection Fund may be reduced.  If the interest rate payable on the Notes does not decline in a similar 
manner and time, the assets pledged under the Indenture may not be sufficient  to pay interest on the Notes 
when due.  Even if there is a similar reduction in the rate applicable to the Notes, there may not necessarily 
be a reduction in the other amounts required to be paid by the Issuer, such as certain expenses, causing 
interest payments to be deferred to future periods.  Similarly, if there is a rapid increase in the interest rate 
payable on the Notes without a corresponding increase in rates payable on the Financed Eligible Loans, the 
Issuer may not have sufficient funds to pay interest on the Notes when due.  Sufficient funds may not be 
available in future periods to make up for any shortfalls in the current payments of interest on the Notes or 
expenses of the Trust Estate created under the Indenture.  In addition, if One-Month LIBOR is no longer 
available, the interest rate on the Notes will bear interest based upon a replacement index as described under 
the caption “RISK FACTORS—LIBOR is being discontinued as a floating rate benchmark, and various 
aspects of the discontinuation are uncertain and will affect the financial markets and may also affect the 
Financed Eligible Loans and the Notes” below and the caption “DESCRIPTION OF THE NOTES—
Benchmark Transition Event” herein.  The Department of Education has not indicated what index it will 
use to calculate Special Allowance Payments presently based upon One-Month LIBOR if One-Month 
LIBOR is no longer available, and any such replacement index may differ from the index used to calculate 
interest on the Notes.  A bill was recently introduced in the House of Representatives (the “Sherman Bill”) 
that, at one point in its drafting, would have changed the index used to calculate Special Allowance 
Payments from One-Month LIBOR to a replacement benchmark rate established by the Board of Governors 
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of the Federal Reserve System.  This language related to Special Allowance Payments has been removed 
from the current version of the Sherman Bill, but if reinserted during the committee process could tie Special 
Allowance Payment to a replacement benchmark rate based upon SOFR that could take effect no later than 
June 30, 2023, unless the Board of Governors of the Federal Reserve System determines that any LIBOR 
tenor will cease to be published or ceases to be representative on a different date.  No assurance can be 
given that the proposed Sherman Bill will be adopted or, if adopted, will be adopted in its current form or 
in a form containing a provision relating to a change in the calculation of Special Allowance Payments.  If 
the Department of Education uses an alternative index to One-Month LIBOR other than the Benchmark 
Replacement selected by the Issuer as described above to calculate Special Allowance Payments, the Issuer 
and the Trustee (at the written direction of the Issuer) may enter into a LIBOR Related Amendment to 
change the index used to calculate the interest rate on the Notes to the applicable alternative index to 
One-Month LIBOR selected by the Department of Education plus or minus a comparable spread and any 
associated changes that are reasonably necessary in the opinion of the Issuer to adopt or to implement such 
rate change, which shall become effective upon either (i) obtaining the consent of the Noteholders of not 
less than a majority of the Outstanding Amount of the Notes and satisfaction of the Rating Agency 
Condition, or (ii) obtaining the consent of the Noteholders of not less than a majority of the Outstanding 
Amount of each class of the Notes. 

For Eligible Loans disbursed prior to April 1, 2006, lenders are entitled to retain interest income in 
excess of the special allowance support level in instances when the Eligible Loan interest rate exceeds the 
special allowance support level.  However, owners of the Eligible Loans are not allowed to retain interest 
income in excess of the special allowance support level on loans disbursed on or after April 1, 2006 and are 
required to rebate any such “excess interest” to the federal government on a quarterly basis.  This 
modification effectively limits such owners’ returns on those loans to the special allowance support level 
and could require a lender to rebate excess interest accrued but not yet received.  For fixed rate loans, the 
excess interest owed to the federal government will be greater when One-Month LIBOR rate is relatively 
low, causing the special allowance support level to fall below the student loan rate.  There can be no 
assurance that such factors or other types of factors will not occur or that, if they occur, such occurrence 
will not materially adversely affect the sufficiency of the Trust Estate established under the Indenture to 
pay the principal of and interest on the Notes, as and when due. 

The timing of changes in the interest rates 
payable on the Notes as compared to the 
Financed Eligible Loans may affect cash flow 
to the Trust Estate 

The interest rates payable on most of the Eligible Loans held in the Trust Estate are fixed rates, 
with Special Allowance Payments that reset on a daily basis, while the interest rates payable on the Notes 
reset on a monthly basis.  In a declining interest rate environment, the differences in the timing of the 
interest rate resets may lead to a compression of the spread between the amount of Eligible Loan interest 
the Trust Estate receives, and the amount of interest paid on the Notes.  In a rising interest rate environment, 
the spread may increase.  If the spread between the amount of Eligible Loan interest received by the Trust 
Estate and the amount of interest paid on the Notes compresses, there may not be sufficient funds available 
in future periods to pay the expenses of the Trust Estate and interest and principal on the Notes. 

Deterioration of general economic conditions 
and turmoil in the credit markets as a result of 
COVID-19 Pandemic 

Beginning at the end of March 2020, financial markets began to experience significant volatility as 
a result of the outbreak of COVID-19, and the United States economy and various other world economies 
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experienced a sudden downturn.  The COVID-19 Pandemic has adversely impacted local, state and national 
economic conditions and has resulted in substantial employment disruption in the United States and record 
unemployment claims.  The long-term impact of a continuation of these developments and the impact of 
new developments, including as a result of the “delta variant” or other variants of COVID-19, while 
currently unknown, could result in an increase in delays by borrowers in paying Financed Eligible Loans, 
thus causing increased default claims to be paid by a Guaranty Agency.  It is impossible to predict the status 
of the economy or unemployment levels or at what point a downturn in the economy would significantly 
reduce Issuer revenues or a Guaranty Agency’s ability to pay default claims.  The COVID-19 Pandemic 
and the economic downturn might also affect the ability of the transaction parties to perform their duties 
and obligations under the transaction documents, which could adversely affect the market value of the Notes 
or limit the ability of an investor to resell its Notes. 

General economic conditions may also be affected by other events including the prospect of 
increased hostilities abroad.  Certain of such events may have other effects, the impact of which is difficult 
to project. 

Impact of turmoil in the credit markets on the 
business of the Issuer 

There have been changes in the national credit markets since the fall of 2007 and more recently 
since March 2020 that have dramatically changed the way that the Issuer does business.  The Issuer has 
historically financed its student loan purchases on a long-term basis through the issuance of revenue bonds 
or notes secured by the student loans it had originated or purchased with the proceeds of such bonds or 
notes.  Due to the turmoil in the credit markets, the cost of asset-backed financings has increased.  Some of 
the issues that have made asset-backed borrowings more difficult include: the recession that began in March 
2020 as the result of the COVID-19 Pandemic; the collapse of the auction rate securities market; the 
downgrade of national bond insurers; the investigations and related matters as to the manipulation of 
LIBOR; limited availability of credit support and liquidity in the market; the requirement by those credit 
and liquidity providers that are in the market of higher amounts of equity and higher fees payable to such 
credit and liquidity providers; the establishment by the credit rating agencies of significantly more rigorous 
cash flow assumptions and requirements; and the downgrading of the long-term sovereign credit rating on 
the obligations of the United States by S&P.  In addition to the turmoil in the credit markets, the changes 
in the FFEL Program imposed by the Health Care and Education Reconciliation Act of 2010 (as discussed 
herein) have adversely impacted the profitability of financing FFELP Loans.  In addition, the elimination 
of the FFEL Program described below has impacted the Issuer’s business. 

Cashflows to the Trust Estate may be affected 
by natural disasters or pandemics 

Student loan borrowers in regions affected by natural disasters or pandemics may experience 
difficulty in timely payment of their Eligible Loans.  This could reduce the funds available to the Issuer to 
pay principal and interest on the Notes. 

Impact of COVID-19 Pandemic on the Issuer 
and student loan related legislation resulting 
from COVID-19 Pandemic 

On January 31, 2020, the United States Department of Health and Human Services Secretary 
declared a public health emergency in response to the spread of the novel coronavirus (“COVID-19” and 
the “COVID-19 Pandemic”).  On March 13, 2020, the President of the United States declared a national 
emergency. 
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In response to the COVID-19 Pandemic, the Administrator, which administers the Issuer, 
coordinated with its servicers to implement relief measures.  Each Servicer has made available a special 
short-term, specific forbearance relief from payments in response to the COVID-19 Pandemic.  These 
special options are currently available through September 30, 2021 (the “COVID-19 Special Forbearance”).  
The Administrator, in collaboration with each applicable Servicer, is evaluating whether to extend the 
COVID-19 Special Forbearance.  During the COVID-19 Special Forbearance, unpaid interest will accrue 
and will not be capitalized, and the forbearance will not count towards the maximum twelve (12) month 
hardship forbearance or the maximum twelve (12) month natural disaster forbearance available to 
borrowers.  The COVID-19 Special Forbearance has been provided to delinquent borrowers upon borrower 
request, and in some cases, applied automatically to delinquent borrowers by the applicable Servicer. 

These temporary relief measures apply to Financed Eligible Loans.  The Issuer reserves the right 
to adopt additional relief measures in response to the COVID-19 Pandemic. 

During the first few weeks of the COVID-19 Pandemic, the Administrator was able to rapidly 
transition to almost an entirely remote workforce.  The remote workforce has been successful in maintaining 
the highest level of administrative support services and has not seen any decline in performance.  In April 
2021, the Administrator implemented a hybrid staffing model to reopen in-person office operations.  Under 
this approach, select employee teams systematically rotate between working on site and working remotely.  
The Administrator believes that this hybrid staffing model will further promote the ongoing resilience and 
flexibility of the organization, while also maintaining the company’s culture and continuity. 

The Federal Relief Acts.  The United States Congress has enacted several COVID-19-related bills, 
including the Coronavirus Aid, Relief, and Economic Security Act, signed into law on March 27, 2020 
(“CARES Act”), the Paycheck Protection and Health Care Enhancement Act, signed into law on April 24, 
2020, the Student Veteran Coronavirus Response Act, signed into law on April 28, 2020, the COVID-19 
Consumer Protection Act (Title XIV of the Consolidated Appropriations Act, 2021), signed into law on 
December 27, 2020 and the American Rescue Plan Act of 2021, signed into law on March 11, 2021  
(collectively, the “Relief Acts”), that authorize numerous measures in response to the economic effects of 
the COVID-19 Pandemic.  Such measures include, but are not limited to: direct financial aid to American 
families; temporary relief from certain federal tax requirements (including forgiveness of indebtedness on 
student loans), the scheduled payment of federally owned education loans, including federally owned 
FFELP Loans and loans originated under the Direct Loan Program (“Direct Loans”), and from certain other 
federal higher education aid requirements; temporary relief for borrowers with federally-related mortgage 
loans; payroll and operating expense support for small businesses and nonprofit entities; federal funding of 
higher education institutions’ emergency aid to students and operations and support for the capital markets 
loan assistance for distressed industries; financial assistance to governmental entities; and capital market 
support. 

The Relief Acts also authorized the United States Department of the Treasury (the “Treasury”) to 
provide up to approximately $450 billion in loans, loan guarantees and other investments to support 
programs and facilities established by the Board of Governors of the Federal Reserve System (the “Federal 
Reserve”) that are intended to provide liquidity to the financial system and facilitate lending to eligible 
businesses and to states, political subdivisions and instrumentalities.  Such injection of liquidity followed 
actions by the Federal Reserve, including the purchase of Treasury securities and mortgage backed 
securities, facilitating the flow of credit to municipalities by expanding its Money Market Mutual Fund 
Liquidity Facility to include a wider range of securities, including certain municipal variable rate demand 
notes, and facilitating the flow of credit to municipalities by expanding its Commercial Paper Funding 
Facility to include high quality, tax exempt commercial paper as eligible securities.  No assurance can be 
given that such liquidity assistance from the federal government will assure that a secondary market exists 
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for Issuer debt obligations, including the Notes, or the availability to the Issuer of adequate liquidity to fully 
fund its program needs at any particular time. 

On August 6, 2021, the President of the United States signed an executive order instructing the 
Department of Education to extend the student loan payment forbearance and the halting of interest accrual 
and collections activities through January 31, 2022 for federally-owned loans (which do not include the 
Financed Eligible Loans). It is possible such period could be extended to a later date, although the 
Department of Education has stated the current extension will be the final extension.  As described herein, 
the Servicers provide COVID-19 related forbearances to borrowers of the Financed Eligible Loans.  Interest 
continues to accrue on any Financed Eligible Loans for which a COVID-19 related forbearance is requested 
and granted.  Such forbearances could cause the rate of repayment of the Financed Eligible Loans to be 
slower than expected, which would have a corresponding impact on the payment of the Notes. 

Uncertainty of Future Impacts.  As of the date hereof, the Issuer is not aware of federal or state 
consumer lending law changes in response to the COVID-19 Pandemic that it expects to materially and 
adversely affect the operation of its student loan program.  Any further COVID-19 Pandemic relief 
measures that may be required by law or voluntarily implemented by the Issuer and that are applicable to 
the Financed Eligible Loans would be expected to result in a delay in the receipt of, or in a reduction of, 
the revenues received from the Financed Eligible Loans.  The Issuer cannot accurately predict the number 
of Financed Eligible Loan borrowers that would utilize any benefit program that requires borrower action.  
The greater the number of borrowers that utilize any relief measures, the lower the total current loan receipts 
on the Financed Eligible Loans.  If actual receipt of Financed Eligible Loan revenues or actual Financed 
Eligible Loan administrative expenditures were to vary materially from those projected, the ability of the 
Trust Estate created under the Indenture to provide sufficient revenues to fund interest and administrative 
costs and to amortize the Notes might be adversely affected. 

The full impact of the COVID-19 Pandemic, and of directly and indirectly related developments, 
on the Issuer’s finances and operations, on the performance of the Financed Eligible Loans constituting 
security for the Notes, and on the security, market value and liquidity of the Notes cannot be predicted at 
this time.  It is not currently possible to project with certainty the nature, degree and duration of economic 
and legal changes that may result from the COVID-19 Pandemic.  The COVID-19 Pandemic could 
adversely affect global, national, regional or local economies in a manner that might reduce the ability of 
certain Financed Eligible Loan borrowers to make full and timely loan repayment.  The number and 
aggregate principal balance of Financed Eligible Loans for which repayment may be so affected by the 
COVID-19 Pandemic is not known at this time but may be significant.  As a result, there may be a delay 
in, or reduction of, total Financed Eligible Loan collections that might materially and adversely affect the 
ability of the Trust Estate created under the Indenture to provide sufficient revenues to fund interest and 
administrative costs and to amortize the Notes, as initially projected or as projected herein.  Further federal 
legislative or administrative action, including forgiveness of principal on Financed Eligible Loans by the 
Department of Education, could result in an increase in the percentage of incidence of on-time payments of 
Financed Eligible Loan or of prepayments of Financed Eligible Loans.  There can be no assurance, however, 
that such further federal action will occur, or as to the number or aggregate principal balance of Financed 
Eligible Loans that might be so affected.  The Issuer is monitoring and assessing the economic and legal 
impact of the COVID-19 Pandemic and of governmental responses thereto, including orders, laws, 
regulations and mandates adopted by the State of Texas or the federal government, on its operations and 
financial position. 
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Forbearance granted as a result of the 
COVID-19 Pandemic may delay payments of 
interest and principal 

The Issuer has agreed to provide for the servicing of the Financed Eligible Loans.  The Higher 
Education Act permits, and in some cases requires, “forbearance” periods from loan collection in some 
circumstances.  Interest that accrues during a forbearance period is never subsidized.  Forbearance is most 
often granted to borrowers for periods of economic hardship affecting the borrower, which may occur for 
a variety of reasons.  During periods of deteriorating economic conditions in the United States or globally, 
such as during disruptive political, social or economic events, forbearance requests typically increase.  
Forbearance is also often granted to borrowers when a federal disaster or emergency has been declared such 
as in response to COVID-19.  See the caption “Impact of COVID-19 Pandemic on the Issuer and student 
loan related legislation resulting from COVID-19 Pandemic” above. 

The COVID-19 Pandemic has resulted in a temporary increase in the number of borrowers of 
Financed Eligible Loans who have requested forbearance.  During these forbearance periods, unpaid 
interest will accrue and will not be capitalized. 

Forbearance usage rates by principal amount of FFELP Loans owned by the Issuer in forbearance 
as a percentage of all FFELP Loans owned by the Issuer for the months indicated were approximately as 
follows: 

Month-End 

Total Percentage of 
Issuer’s FFELP 

Loans in 
Forbearance 

January 2020 7.0% 
February 2020 6.7% 
March 2020 9.0% 
April 2020 19.6% 
May 2020 23.9% 
June 2020 18.0% 
July 2020 10.9% 
August 2020 11.0% 
September 2020 10.0% 
October 2020 7.8% 
November 2020 8.3% 
December 2020 8.4% 
January 2021 7.4% 
February 2021 7.5% 
March 2021 8.5% 
April 2021 9.1% 
May 2021 8.7% 
June 2021 8.4% 
July 2021 8.0% 
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Forbearance usage rates by principal amount of Financed Eligible Loans in forbearance as a 
percentage of all Financed Eligible Loans for the months indicated were approximately as follows: 

Month-End 

Total Percentage of 
the Financed 

Eligible Loans in 
Forbearance 

January 2020 7.1% 
February 2020 6.8% 
March 2020 9.1% 
April 2020 19.4% 
May 2020 23.7% 
June 2020 17.8% 
July 2020 10.9% 
August 2020 11.0% 
September 2020 10.1% 
October 2020 7.8% 
November 2020 8.2% 
December 2020 8.3% 
January 2021 7.4% 
February 2021 7.5% 
March 2021 8.5% 
April 2021 8.9% 
May 2021 8.5% 
June 2021 8.3% 
July 2021 8.0% 

 

For details of forbearance policies under the FFELP see “APPENDIX A—DESCRIPTION OF 
THE FEDERAL FAMILY EDUCATION LOAN PROGRAM—Deferment and Forbearance Periods” 
herein.  An increase in forbearances on the Financed Eligible Loans may result in a delay in payments of 
interest or principal on the Financed Eligible Loans, which could negatively affect the ability of the Issuer 
to generate sufficient cash flow to pay its obligations and which, in turn, may cause losses on the Notes. 

LIBOR is being discontinued as a floating rate 
benchmark, and various aspects of the 
discontinuation are uncertain and will affect 
the financial markets and may also affect the 
Financed Eligible Loans and the Notes 

The interest rates payable on the Notes and the Special Allowance Payments on substantially all of 
the Financed Eligible Loans are currently based on a spread over One-Month LIBOR.  See “APPENDIX 
A—DESCRIPTION OF THE FEDERAL FAMILY EDUCATION LOAN PROGRAM—Special 
Allowance Payments” hereto.  The London Interbank Offered Rate, or LIBOR, serves as a global 
benchmark for home mortgages, student loans and what various issuers pay to borrow money.  As a result 
of longstanding initiatives, LIBOR is being discontinued as a floating rate benchmark. 

The United Kingdom’s Financial Conduct Authority (the “FCA”) assumed regulatory oversight 
and supervision of LIBOR and the regulator of the administration of LIBOR, which is ICE Benchmark 
Administration Ltd. (the “IBA”). 
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On March 5, 2021, the FCA announced that, after specified dates (the “Cessation Dates”), LIBOR 
settings will cease to be provided by any administrator or will no longer be representative, which Cessation 
Dates will be: 

• June 30, 2023, in the case of the principal U.S. dollar LIBOR tenors (overnight and one, 
three, six and 12 months); and 

• December 31, 2021, in all other cases (i.e., one week and two-month U.S. dollar LIBOR 
and all tenors of non-U.S. dollar LIBOR). 

The FCA’s announcement and a related announcement made by IBA on March 5, 2021 are referred to 
herein as the “FCA/IBA Announcements.”  The FCA and certain U.S. regulators have emphasized that, 
despite expected publication of U.S. dollar LIBOR through June 30, 2023, no new contracts using U.S. 
dollar LIBOR should be entered into after December 31, 2021 and that, for certain purposes, market 
participants should transition away from U.S. dollar LIBOR sooner. 

As to any particular LIBOR-based obligation, the actual transition from LIBOR to another 
reference rate will generally require two events to occur.  The first event includes the FCA/IBA 
Announcements; the second event is the occurrence of a contractually defined benchmark replacement date.  
Although in most cases the benchmark replacement date will correspond to the relevant Cessation Date, 
some may not, depending on the relevant contractual terms; as a result, the actual transition date in any one 
situation will not necessarily be the same in another situation (even if the two situations are similar). 

Although the foregoing reflects the likely timing of the LIBOR discontinuation, and the balance of 
this risk factor reflects certain related details and consequences, there is no assurance that LIBOR, of any 
particular currency or tenor, will continue to be published until any particular date or in any particular form. 

See the caption “DESCRIPTION OF THE NOTES—Benchmark Transition Event” herein for a 
description of the process for determining a replacement benchmark rate under the Indenture if One-Month 
LIBOR is no longer an available benchmark rate.  The Department of Education has not indicated what 
index it will use to calculate Special Allowance Payments presently based upon One-Month LIBOR if 
One-Month LIBOR is no longer available, and any such replacement index may differ from the index used 
to calculate interest on the Notes.  See the caption “—Different rates of change in interest rate indexes may 
affect Trust Estate cash flow” above for a discussion of the proposed Sherman Bill.  If the Department of 
Education uses an alternative index to One-Month LIBOR other than the Benchmark Replacement selected 
by the Issuer as described under the caption “DESCRIPTION OF THE NOTES—Benchmark Transition 
Event” herein to calculate Special Allowance Payments, the Issuer and the Trustee (at the written direction 
of the Issuer) may enter into a LIBOR Related Amendment to change the index used to calculate the interest 
rate on the Notes to the applicable alternative index to One-Month LIBOR used by the Department of 
Education plus or minus a comparable spread and any associated changes that are reasonably necessary in 
the opinion of the Issuer to adopt or to implement such rate change, which shall become effective upon 
either (i) obtaining the consent of the Noteholders of not less than a majority of the Outstanding Amount 
of the Notes and satisfaction of the Rating Agency Condition, or (ii) obtaining the consent of the 
Noteholders of not less than a majority of the Outstanding Amount of each class of the Notes.  The Issuer 
cannot provide any assurances that any replacement benchmark rate will be representative of market interest 
rates or consistent with previously published One-Month LIBOR during the life of the Notes.  If a published 
One-Month LIBOR is unavailable at any time prior to the occurrence of a Benchmark Transition Event and 
its related Benchmark Replacement Date (each as defined under the caption “DESCRIPTION OF THE 
NOTES—Benchmark Transition Event” herein), One-Month LIBOR will be the same as the rate of interest 
for the immediately preceding Interest Accrual Period, and could remain the rate of interest for the 
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remaining life of the Notes.  See the caption “DESCRIPTION OF THE NOTES—Calculation of LIBOR” 
herein. 

In addition, as described under the caption “DESCRIPTION OF THE NOTES—Benchmark 
Transition Event” herein, One-Month LIBOR will be replaced as the benchmark for the Notes following 
the occurrence of a Benchmark Transition Event (which has occurred, as described below) and its related 
Benchmark Replacement Date (which has not occurred, as described below).  The Benchmark Transition 
Events generally include the making of public statements or publication of information by the administrator 
of the benchmark, its regulatory supervisor or certain other governmental authorities that the benchmark 
will no longer be provided or is no longer representative of market interest rates, and such benchmark 
administrator permanently or indefinitely ceasing to provide the benchmark or when a specified percentage 
of the underlying assets convert to an alternate index.  In the Issuer’s opinion, the FCA/IBA Announcements 
on future cessation and loss of representativeness of the LIBOR benchmarks constitute a “Benchmark 
Transition Event” under the Indenture.  It appears, based on the FCA/IBA Announcements, that the related 
Benchmark Replacement Date will not occur until the first interest determination date after June 30, 2023.  
It is possible for additional Benchmark Transition Events to occur under the Indenture, which may result 
in a different (and possibly earlier) Benchmark Replacement Date.  The Notes will accrue interest by 
reference to LIBOR until the Benchmark Replacement Date. 

Further, as described under the caption “DESCRIPTION OF THE NOTES—Benchmark 
Transition Event” herein, the Benchmark Replacement (as defined under the caption “DESCRIPTION OF 
THE NOTES—Benchmark Transition Event” herein), will depend on the availability of various alternative 
benchmarks, the first of which is Term SOFR, the second of which is Compounded SOFR or Simple 
Average SOFR, at the option of the Issuer (each as defined under the caption “DESCRIPTION OF THE 
NOTES—Benchmark Transition Event” herein) and the last two of which are not currently specified.  
SOFR was selected by the Alternative Reference Rates Committee, or “ARRC,” appointed by the Federal 
Reserve Bank of New York, or the “FRBNY,” as the replacement for LIBOR plus, in the case of existing 
LIBOR contracts and obligations, a spread adjustment; as a consequence of the FCA/IBA Announcements, 
the spread adjustments for different tenors of U.S. dollar LIBOR have been set.  There are important 
fundamental differences between LIBOR and SOFR.  LIBOR is an unsecured rate that represents interbank 
funding costs for short-term maturities or “tenors.”  LIBOR is a forward-looking rate reflecting expectations 
regarding interest rates for those tenors.  LIBOR is intended to be sensitive, in certain respects, to bank 
credit risk and to term interest rate risk.  SOFR, on the other hand, is a secured, risk-free rate, intended to 
be a broad measure of the cost of borrowing funds overnight in transactions that are collateralized by U.S. 
Treasury securities.  Thus, SOFR is largely insensitive to credit risk considerations and to short-term interest 
rate risks.  As a result, SOFR will not be representative of LIBOR.  The FRBNY started publishing SOFR 
in April 2018.  The FRBNY has also started publishing historical indicative SOFR dating back to 2014, 
although such historical indicative data inherently involves assumptions, estimates and approximations.  
Since the initial publication of SOFR, daily changes in SOFR have, on occasion, been more volatile than 
daily changes in comparable benchmark or market rates, and SOFR over the term of the Notes may bear 
little or no relation to the historical actual or historical indicative data.  For these reasons, among others, 
there is no assurance that SOFR or rates derived from SOFR will perform in the same or similar ways as 
LIBOR would have performed at any time, and there is no assurance that SOFR-based rates will be a 
suitable substitute for LIBOR and that SOFR-based rates, as modified by an applicable spread adjustment, 
will be the economic equivalent of LIBOR. 

Term SOFR, which is expected to be a similar forward-looking term rate which will be based on 
SOFR, is the first alternative among the Benchmark Replacement alternatives.  On July 29, 2021, the ARRC 
announced its recommendation of Term SOFR rates published by the CME Group Inc.  An earlier ARRC 
announcement stated that legacy contracts that have adopted the ARRC’s recommended fallback provisions 
will fall back to rates based on the Term SOFR rates when the legacy contracts’ contractual LIBOR 
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replacement date occurs.  The fallback provisions of the Notes are based on the ARRC’s recommended 
fallback provisions, and, accordingly, it is expected that Term SOFR (plus the Benchmark Replacement 
Adjustment) will be the benchmark replacement as of the Benchmark Replacement Date.  Nonetheless, 
there is no assurance that such form of Term SOFR, or any other form, will be available as of the Benchmark 
Replacement Date.  For example, it is possible, though not expected, that the ARRC could revise or 
withdraw its recommendation regarding Term SOFR rates before the Benchmark Replacement Date and, 
in the latter case, that neither the ARRC nor another Relevant Governmental Body may have selected or 
recommended another forward-looking term rate based on SOFR.  If Term SOFR for the appropriate tenor 
is not available as of the Benchmark Replacement Date, the next available Benchmark Replacement is 
Compounded SOFR or Simple Average SOFR, at the option of the Issuer.  In order to compensate for these 
differences in the benchmark, a Benchmark Replacement Adjustment (as defined under the caption 
“DESCRIPTION OF THE NOTES—Benchmark Transition Event” herein) will be included in any 
Benchmark Replacement.  However, the Issuer cannot provide any assurances that any Benchmark 
Replacement Adjustment will be sufficient to produce the economic equivalent of the then-current 
benchmark, either at the Benchmark Replacement Date or over the life of the Notes.  As a result of each of 
the foregoing factors, the Issuer cannot provide any assurances that the characteristics of any Benchmark 
Replacement will be similar to the then-current benchmark that it is replacing, or that any Benchmark 
Replacement will produce the economic equivalent of the then-current benchmark that it is replacing.  
However, if the initial Benchmark Replacement is either  Compounded SOFR or Simple Average SOFR 
and the Issuer later determines that Term SOFR can be determined, then, in the absence of a LIBOR Related 
Amendment, Term SOFR will become the new Unadjusted Benchmark Replacement and will, together 
with a new Benchmark Replacement Adjustment for Term SOFR, replace Compounded SOFR or Simple 
Average SOFR, as applicable on the next Benchmark determination date for Term SOFR, which could lead 
to further volatility in the interest rate on the Notes. 

Finally, the Issuer will have discretion in certain elements of the Benchmark Replacement process, 
including determining when a Benchmark Replacement Date will occur, determining which Benchmark 
Replacement (and related Benchmark Replacement Adjustment) is available and, if no other designated 
Benchmark Replacements are available, selecting a Benchmark Replacement and determining its 
Benchmark Replacement Adjustment, and making Benchmark Replacement Conforming Changes (as 
defined under the caption “DESCRIPTION OF THE NOTES—Benchmark Transition Event” herein).  The 
Noteholders will not have any right to approve or disapprove of these changes and will be deemed to have 
agreed to waive and release any and all claims relating to any such determinations. 

As a result of the foregoing, the rate at which the Notes bear interest could be adversely affected 
by misconduct in the rate-setting process for One-Month LIBOR, changes to such process or the phasing 
out of the rate entirely.  There may be a negative effect on the interest rate on, or the market value of, the 
Notes if the One-Month LIBOR global benchmark is no longer available or if any Benchmark Replacement 
does not produce the economic equivalent of the then-current benchmark that it is replacing. 

The discontinuation of LIBOR, particularly if the replacement for LIBOR is not well received by 
borrowers, the CFPB, the Department of Education or other governmental authorities that regulate 
education lending, may also have an adverse impact on the Issuer and could give rise to litigation or 
regulatory actions. The Issuer continues to evaluate the potential impact of the LIBOR transition and the 
establishment of an alternative reference rate, and it cannot predict what impact any related changes may 
have on the Financed Eligible Loans or the Notes. 

Financial markets, particularly the trading market for LIBOR-based obligations, may be adversely 
affected by the discontinuation of LIBOR, the remaining uncertainties regarding its discontinuation, the 
alternative reference rates that will be used when LIBOR is discontinued (including SOFR-based rates) and 
other developments related to LIBOR and its replacement. 
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The occurrence and implementation of a Benchmark Transition Event also may have certain 
adverse U.S. federal income tax consequences to the Noteholders.  See the captions “DESCRIPTION OF 
THE NOTES—Benchmark Transition Event” and “CERTAIN U.S. FEDERAL INCOME TAX 
CONSIDERATIONS—Sale or Exchange of Notes” herein. 

Federal financial regulatory legislation may 
affect the Notes 

The Dodd Frank Wall Street Reform and Consumer Protection Act, Pub. L. No. 111-203, 124 
Stat. 1376 (2010) (the “Dodd-Frank Act”), which was enacted in July 2010, represented a comprehensive 
overhaul of the financial services industry within the United States, and established the federal Consumer 
Financial Protection Bureau (the “CFPB”).  The CFPB, an independent agency within the Federal Reserve, 
regulates consumer financial products, including education loans, and other financial services offered 
primarily for personal, family, or household purposes, and the CFPB and other federal agencies, including 
the Securities and Exchange Commission (the “SEC”) and the Commodity Futures Trading Commission 
(the “CFTC”), are required to undertake various assessments and rulemakings to implement the law.  The 
majority of the provisions in the Dodd-Frank Act are aimed at financial institutions.  However, there are 
components of the law that impact the Issuer, including requirements for securitizations as described below. 

The Dodd-Frank Act affects the Issuer’s student loan portfolio securitization transactions which 
result in the issuance of asset-backed securities.  In December 2014, the SEC and federal banking agencies 
published final regulations, effective December 24, 2016 for issuers of student loan asset-backed securities, 
generally requiring issuers of asset-backed securities or persons who organize and initiate asset-backed 
securities transactions to retain a portion of the underlying assets’ credit risk.  See the caption “CREDIT 
RISK RETENTION” herein.  In addition, the SEC approved changes to the rules applicable to issuers of 
asset-backed securities under the Securities Act and the Securities Exchange Act, that substantially revise 
Regulation AB and other rules governing the offering process, disclosure and reporting for asset-backed 
securities issued in registered and certain unregistered transactions.  It is not clear how the revisions to 
Regulation AB will be implemented, and to what extent the Issuer may be affected.  No assurance can be 
given that the new standards contained in the amended Regulation AB will not have an adverse impact on 
the Issuer or on the value or marketability of the Notes. 

The documents entered into in connection with prior Issuer sponsored securitization transactions 
and this transaction contain covenants requiring the repurchase or replacement of Eligible Loans in the case 
of a breach of certain representations and warranties.  The Issuer is responsible for disclosure of all fulfilled 
and unfulfilled repurchase requests for student loans in such securitization transactions.  There have not 
been any fulfilled or unfulfilled repurchase requests for student loans with respect to any of the Issuer 
sponsored securitization transactions.  With respect to the Notes, the Issuer will furnish a Form ABS-15G 
at the times required by and pursuant to Rule 15Ga-1 of the Securities Exchange Act as required by the 
SEC. 

In September 2014, the SEC adopted new rules further regulating rating agencies’ activities with 
respect to rating asset-backed securities, and requiring that issuers of asset-backed securities, effective 
June 15, 2015, disclose third-party due diligence findings, including certain agreed-upon procedure 
reviews.  The Issuer engaged KPMG LLP to perform certain agreed-upon procedures which compared or 
recomputed information contained in a data file containing information with respect to the Financed 
Eligible Loans to or based upon the corresponding information in the loan files for certain randomly selected 
Financed Eligible Loans, and no exceptions were noted.  The Issuer has made such report publicly available 
as required by the SEC. 
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Student loans and student loan servicing are top priorities for the CFPB.  In May 2015, the CFPB 
launched a public inquiry into student loan servicing practices throughout the industry.  In September 2015, 
the CFPB issued a report discussing public comments submitted in response to the inquiry and, in 
consultation with the Department of Education and Department of the Treasury, released recommendations 
to reform student loan servicing to improve borrower outcomes and reduce defaults.  In July 2016, the 
Department of Education expanded on these joint principles by outlining enhanced customer service 
standards and protections that will be incorporated into federal servicing contracts and guidelines.  The 
CFPB has also announced that it may issue student loan servicing rules in the future. 

The Dodd-Frank Act gave the CFPB authority to supervise private education lenders.  In addition, 
the CFPB adopted a rule in December 2013 that enables it to federally supervise certain non-bank student 
loan servicers that service more than one million borrower accounts, to ensure that bank and non-bank 
servicers follow the same rules in the student loan servicing market.  The rule covers both federal and 
private student loans.  Each Servicer currently services more than one million student loan borrower 
accounts and would therefore be subject to this rule.  The CFPB has on several occasions audited various 
aspects of the Servicers’ servicing activities.  See the caption “SERVICING OF THE FINANCED 
ELIGIBLE LOANS—Pennsylvania Higher Education Assistance Agency—Consumer Protection and 
Similar Laws” herein.  If the CFPB were to determine that a Servicer is not in compliance, it is possible 
that this could result in material adverse consequences to such Servicer, including, without limitation, 
settlements, fines, penalties, adverse regulatory actions, changes in a servicer’s business practices, or other 
actions.  However, it is not possible to estimate at this time any potential financial or other impact to any 
such Servicer, including any impact on its ability to satisfy its obligations with respect to the Financed 
Eligible Loans, that could result from the CFPB’s examinations, in the event that any adverse regulatory 
actions occur. 

In addition to its supervisory authority, the CFPB has broad authority to enforce compliance with 
federal consumer financial laws applicable to private student lenders and student loan servicers, including 
the Dodd-Frank Act’s prohibition on unfair, deceptive or abusive acts or practices, by conducting 
investigations and hearings, imposing monetary penalties, collecting fines and requiring consumer 
restitution in the event of violations.  It may also bring a federal lawsuit or administrative proceeding. 

Also in December 2013, the banking regulators and other agencies principally responsible for 
banking and financial market regulation in the United States implemented the final rule under the so-called 
Volcker Rule under the Dodd-Frank Act, which in general prohibits “banking entities” (as defined therein) 
from (a) engaging in proprietary trading; (b) acquiring or retaining an ownership interest in or sponsoring 
certain hedge funds, private equity funds (broadly defined to include any entity that would be an investment 
company under the Investment Company Act but for the exemptions provided in Section 3(c)(1) or 3(c)(7) 
of the Investment Company Act) and certain similar funds; and (c) entering into certain relationships with 
such funds.  Although the Issuer is not registered or required to be registered as an “investment company” 
under the Investment Company Act pursuant to Section 3(b) thereof and, as such, is not a covered fund, the 
general effects of the final rules implementing the Volcker Rule remain uncertain.  Any prospective investor 
in the Notes, including a U.S. or foreign bank or an affiliate or subsidiary thereof, should consult its own 
legal advisors regarding such matters and other effects of the Volcker Rule and regulatory implementation. 

At this time, it is also difficult to predict the extent to which the Dodd-Frank Act or the resulting 
regulations will impact the Issuer’s business and operations and the business and operations of the Servicers 
and their affiliates.  As rules and regulations are promulgated by the federal agencies responsible for 
implementing and enforcing the provisions of the Dodd-Frank Act, the Issuer and each Servicer will need 
to apply adequate resources to ensure that they are in compliance with all applicable provisions.  
Compliance with these laws and regulations may result in additional costs and may otherwise adversely 
impact the Issuer’s or a Servicer’s results of operations, financial condition, or liquidity. 
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Changes to the Higher Education Act, 
including the enactment of the Health Care 
and Education Reconciliation Act of 2010, 
changes to other applicable law and other 
Congressional action may affect investors’ 
Notes and the Financed Eligible Loans 

On March 30, 2010, the Health Care and Education Reconciliation Act of 2010 (“HCERA” or the 
“Reconciliation Act”) was enacted into law.  Effective July 1, 2010, the Reconciliation Act eliminated the 
origination of new FFELP Loans.  All loans made under the Higher Education Act beginning on July 1, 
2010 have been, and in the future will be, originated under the Direct Loan Program.  The terms of FFELP 
Loans originated prior to July 1, 2010 are not materially affected by the Reconciliation Act and continue to 
be subject to the terms of the FFEL Program. 

The curtailment of the FFEL Program could have a material adverse impact on the Issuer, the 
Administrator, the Servicers and the Guaranty Agencies.  For example, the Servicers may experience 
increased costs due to reduced economies of scale to the extent the volume of loans serviced by such 
Servicers is reduced.  Those cost increases could affect the ability of the Servicers to satisfy their obligations 
to service the Financed Eligible Loans held in the Trust Estate securing the Notes.  FFELP Loan volume 
reductions could further reduce revenues received by the Guaranty Agencies available to pay claims on 
defaulted FFELP Loans.  In addition, the level of competition currently in existence in the secondary market 
for FFELP Loans could be reduced, resulting in fewer potential buyers of FFELP Loans and lower prices 
available in the secondary market for those FFELP Loans. 

In addition to the passage of the Reconciliation Act, Title IV of the Higher Education Act and the 
regulations promulgated by the Department of Education thereunder have been the subject of frequent and 
extensive amendments and reauthorizations.  See “APPENDIX A—DESCRIPTION OF THE FEDERAL 
FAMILY EDUCATION LOAN PROGRAM” hereto for more information on the Higher Education Act 
and various amendments thereto.  There can be no assurance that the Higher Education Act or other relevant 
federal or state laws, rules and regulations may not be further amended or modified in the future in a manner 
that could adversely affect the Issuer or its student loan programs, the Trust Estate created under the 
Indenture, the Financed Eligible Loans, or the financial condition of or ability of the Issuer, the 
Administrator, the Servicers or the Guaranty Agencies to comply with their obligations under the various 
transaction documents or the Notes.  Future changes could also have a material adverse effect on the 
revenues received by the Guaranty Agencies that are available to pay claims on defaulted Financed Eligible 
Loans in a timely manner.  In addition, if legislation were to be passed in the future requiring the sale of 
the Financed Eligible Loans held in the Trust Estate to the federal government, proceeds from such sale 
would be deposited to the Collection Fund and used to pay the Notes in advance of their current expected 
Maturity Date.  No assurance can be given as to the amount that would be received from such sale or 
whether such amount would be sufficient to pay all principal and accrued interest due on the Notes, as there 
is no way to know what purchase price would be paid by the federal government for the Financed Eligible 
Loans. 

Funds for payment of Interest Benefit Payments, Special Allowance Payments and other payments 
under the FFEL Program are subject to annual budgetary appropriations by Congress.  Federal budget 
legislation has contained provisions that restricted payments made under the FFEL Program to achieve 
reductions in federal spending.  Future federal budget legislation may adversely affect expenditures by the 
Department of Education, and the financial condition of the Issuer, the Administrator, the Servicers and 
Guaranty Agencies. 
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Bills have been proposed which would forgive all or part of existing federal student loans.  If such 
bills were to pass, if FFELP Loans are included in such loan forgiveness, or if such legislation creates an 
incentive for FFELP Loan borrowers to consolidate their loans into Federal Direct Consolidation loans, 
repayment rates on the Financed Eligible Loans could increase, thereby increasing monthly distributions of 
principal on the Notes. 

The Issuer cannot predict whether any other changes will be made to the Higher Education Act or 
other relevant federal laws, and rules and regulations promulgated by the Secretary of Education in future 
legislation, or the effect of such legislation or executive orders on the Issuer, the Administrator, the 
Servicers, the Guaranty Agencies, the Financed Eligible Loans or the Issuer’s loan programs. 

Competition from the Federal Direct Student 
Loan Program 

The Direct Loan Program was established under the Student Loan Reform Act of 1993.  Under the 
Direct Loan Program, approved institutions of higher education, or alternative loan originators approved 
by the Department of Education, make loans to students or parents without application to or funding from 
outside lenders or guaranty agencies.  The Department of Education provides the funds for such loans, and 
the program provides for a variety of flexible repayment plans, including consolidations under the Direct 
Loan Program of existing FFEL Program student loans.  Such consolidation permits borrowers to prepay 
existing student loans and consolidate them into a Federal Direct Consolidation Loan under the Direct Loan 
Program.  As a result of the enactment of the Reconciliation Act, no FFELP Loans have been, or in the 
future will be, originated after June 30, 2010, and all loans made under the Higher Education Act will be 
originated under the Direct Loan Program.  The Direct Loan Program may result in prepayments of 
Financed Eligible Loans if such Financed Eligible Loans are consolidated under the Direct Loan Program. 

Because of the limited recourse nature of the Trust Estate created under the Indenture for the Notes, 
competition from the Direct Loan Program should not impact the payment of the Notes unless it causes 
(a) erosion in the finances of the Issuer, the Administrator or a Servicer to such an extent that it cannot 
honor any administration, servicing or similar obligations under the Indenture; or (b) prepayments of 
Financed Eligible Loans if such Financed Eligible Loans are consolidated under the Direct Loan Program.  
See the caption “—The rate of payments on the Financed Eligible Loans may affect the maturity and yield 
of the Notes” above. 

Other litigation risks 

The Issuer may be subject to various claims, lawsuits, tax audits and proceedings that arise from 
time to time.  See the caption “LEGAL PROCEEDINGS” herein. 

The Issuer may be subject to student loan 
industry investigations 

A number of state attorneys general and the U.S. Senate Committee on Health, Education, Labor 
and Pensions have conducted broad inquiries or investigations of the activities of various participants in the 
student loan industry, including, but not limited to, activities that may involve perceived conflicts of 
interest. 

The Department of Education has adopted regulations that impact the practices which are the 
subject of the foregoing investigations.  See the caption “—Changes to the Higher Education Act, including 
the enactment of the Health Care and Education Reconciliation Act of 2010, changes to other applicable 
law and other Congressional action may affect investors’ Notes and the Financed Eligible Loans” above. 
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There is no assurance that the Issuer, the Administrator or the Servicers will not be subject to 
inquiries or investigations.  While the ultimate outcome of any inquiry or investigation cannot be predicted, 
it is possible that these inquiries or investigations and regulatory developments may materially affect the 
Issuer’s ability to perform its obligations under the Indenture or the Issuer’s ability to pay principal of and 
interest on the Notes from assets in the Trust Estate. 

Military service obligations, natural disasters 
and pandemics may cause a delay in payments 
on the Financed Eligible Loans 

Military service obligations, natural disasters and pandemics may result in delayed payments from 
borrowers.  Congress has enacted, and may enact in the future, statutes and other guidelines that provide 
relief to borrowers who enter active military service, to borrowers in reserve status who are called to active 
duty after the origination of their Financed Eligible Loan, and to individuals who live in a disaster area or 
suffer a direct economic hardship as a result of a national emergency. 

The number and aggregate principal balance of the Financed Eligible Loans that may be affected 
by the application of these statutes and other guidelines will not be known at the time the Notes are issued.  
If a substantial number of borrowers of the Financed Eligible Loans become eligible for the relief under 
these statutes and other guidelines, or any actions Congress may take to respond to natural disasters or 
pandemics, there could be an adverse effect on the total collections on those Financed Eligible Loans and 
the Issuer’s ability to provide for payments of principal and interest on the Notes. 

The Servicemembers Civil Relief Act limits the ability of a lender under the FFELP to take legal 
action against a borrower during the borrower’s period of active duty and, in some cases, during an 
additional three-month period thereafter, and may limit the interest rate on a Financed Eligible Loan to 6% 
per annum while the borrower is in military service if the loan was incurred before the borrower’s entry 
into military service. 

The Issuer does not know how many Financed Eligible Loans have been or may be affected by the 
application of the Servicemembers Civil Relief Act.  Payments on Financed Eligible Loans may be delayed 
as a result of these requirements, which may reduce the funds available to the Issuer to pay principal and 
interest on the Notes. 

Higher Education Relief Opportunities for 
Students Act of 2003 may result in delayed 
payments from borrowers 

The Higher Education Relief Opportunities for Students Act of 2003 (“HEROS Act of 2003”), 
signed into law on August 18, 2003, authorizes the Secretary of Education to waive or modify any statutory 
or regulatory provisions applicable to student financial aid programs under Title IV of the Higher Education 
Act as the Secretary deems necessary for the benefit of “affected individuals” who: 

(a) are serving on active military duty or performing qualifying national guard duty 
during a war or other military operation or national emergency; 

(b) reside or are employed in an area that is declared by any federal, state or local 
office to be a disaster area in connection with a national emergency; or 

(c) suffered direct economic hardship as a direct result of war or other military 
operation or national emergency, as determined by the Secretary. 
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The Secretary is authorized to waive or modify any provision of the Higher Education Act to ensure 
that: 

(a) such recipients of student financial assistance are not placed in a worse financial 
position in relation to that assistance; 

(b) administrative requirements in relation to that assistance are minimized; 

(c) calculations used to determine need for such assistance accurately reflect the 
financial condition of such individuals; 

(d) provision is made for amended calculations of overpayment; and 

(e) institutions of higher education, eligible lenders, guaranty agencies and other 
entities participating in such student financial aid programs that are located in, or whose 
operations are directly affected by, areas that are declared to be disaster areas by any 
federal, state or local official in connection with a national emergency may be temporarily 
relieved from requirements that are rendered infeasible or unreasonable. 

The number and aggregate principal balance of Financed Eligible Loans that may be affected by 
the application of the HEROS Act of 2003 is not known at this time.  Accordingly, payments the Issuer 
receives on Financed Eligible Loans made to a borrower who qualifies for such relief may be subject to 
certain limitations.  If a substantial number of borrowers become eligible for the relief provided under the 
HEROS Act of 2003, there could be an adverse effect on the total collections on the Financed Eligible 
Loans and the Issuer’s ability to pay principal and interest on the Notes. 

Consumer protection laws may affect 
enforceability of Financed Eligible Loans 

Numerous federal and state consumer protection laws, including various state usury laws and 
related regulations, impose substantial requirements upon lenders and servicers involved in consumer 
finance.  Some states impose finance charge ceilings and other restrictions on certain consumer transactions 
and require contract disclosures in addition to those required under federal law.  These requirements impose 
specific statutory liability that could affect an assignee’s ability to enforce consumer finance contracts such 
as the Financed Eligible Loans.  In addition, the remedies available to the Trustee or the Noteholders upon 
an Event of Default under the Indenture may not be readily available or may be limited by applicable state 
and federal laws. 

Noteholders will rely on the Servicers for the 
servicing of the Financed Eligible Loans 

Noteholders will be relying on the Servicers to service all of the Financed Eligible Loans.  The cash 
flow projections relied upon by the Issuer in structuring the issuance of the Notes were based upon 
assumptions with respect to servicing costs which the Issuer based on the Servicers’ costs to service the 
Financed Eligible Loans.  No assurance can be made that the costs to the Servicers for servicing the 
Financed Eligible Loans will not increase, or that the Issuer would be successful in entering into servicing 
agreements with other Servicers that would be acceptable to the Rating Agencies at the assumed level of 
servicing cost.  Although the Servicers are obligated to service the Financed Eligible Loans in accordance 
with the Higher Education Act and their respective Servicing Agreements, the timing of payments to be 
actually received with respect to the Financed Eligible Loans will be dependent upon the ability of the 
Servicers or any future Servicer to adequately service the Financed Eligible Loans.  In addition, the 
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Noteholders will be relying on the Servicers’ and any future Servicer’s compliance with applicable federal 
and state laws and regulations. 

Bankruptcy or insolvency of a Servicer could 
result in payment delays to Noteholders 

Noteholders will be relying on the Servicers to service all of the Financed Eligible Loans.  In the 
event of a Servicer’s insolvency or bankruptcy, the Issuer would have to contract with a new Servicer, and 
delays in collections in respect of the Financed Eligible Loans may occur.  In the event of a default by a 
Servicer resulting from events of insolvency or bankruptcy, a court, conservator, receiver or liquidator may 
have the power to prevent the appointment of a successor servicer and delays in collections in respect of 
those affected Financed Eligible Loans may occur.  Any delay in the collections of Financed Eligible Loans 
may delay payments to Noteholders. 

A default by a Servicer could adversely affect 
the Notes 

If a Servicer defaults on its obligations to service the Financed Eligible Loans serviced by it, the 
Issuer would have to contract with a new Servicer for those Financed Eligible Loans.  In the event of a 
default by any Servicer or the removal of any Servicer and the appointment of a successor Servicer, there 
may be additional costs associated with the transfer of servicing to the successor Servicer, including, but 
not limited to, an increase in the servicing fees the successor Servicer charges.  In addition, the Issuer cannot 
predict the ability of the successor Servicer to perform the obligations and duties under any servicing 
agreement.  If any such successor Servicer defaults on its obligations to service the loans serviced by it, the 
Issuer may, to the extent provided in such Servicing Agreement, remove the successor Servicer without the 
consent of any other party. 

If a Servicer or a successor Servicer fails to 
comply with the Department of Education’s  
or State License Regulator’s regulations, 
payments on the Notes could be adversely 
affected 

The Department of Education regulates each servicer of federal student loans.  Numerous states 
have implemented legislation requiring the licensing and regulation of student loan servicers.  Under these 
regulations, a servicer is jointly and severally liable with its client lenders (including the Issuer) for 
liabilities to the Department of Education arising from its violation of applicable requirements.  Liabilities 
are also imposed for violations of state servicer licensing laws.  In addition, if any lender or servicer fails 
to meet standards of financial responsibility or administrative capability included in the federal regulations, 
or violates other requirements, the Department of Education may impose penalties or fines and limit, 
suspend, or terminate the lender’s ability to participate in or a servicer’s eligibility to contract to service 
loans originated under the FFEL Program. 

If the Issuer (as lender) were so fined, or its FFEL Program eligibility were limited, suspended or 
terminated, payment on the Notes could be adversely affected.  If a Servicer were so fined, or its FFEL 
Program eligibility were limited, suspended or terminated, its ability to properly service the Financed 
Eligible Loans and to satisfy any remedies owed by it to the Issuer under a Servicing Agreement relating 
to Financed Eligible Loans could be adversely affected.  In addition, if the Department of Education 
terminates a Servicer’s eligibility, a servicing transfer will take place and there may be delays in collections 
and temporary disruptions in servicing.  Any servicing transfer may temporarily adversely affect payments 
to the Noteholders. 
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Failure to comply with loan origination and 
servicing procedures for Financed Eligible 
Loans may result in loss of Guarantee or other 
benefits 

The Issuer and other lenders must meet various requirements in order to maintain the federal 
guarantee on the Financed Eligible Loans.  These requirements establish servicing requirements and 
procedural guidelines and specify school and borrower eligibility criteria. 

A Guaranty Agency (including any Guaranty Agency guaranteeing the Financed Eligible Loans) 
may reject a Financed Eligible Loan for claim payment due to a violation of the FFEL Program due 
diligence collection and servicing requirements.  In addition, a Guaranty Agency may reject claims under 
other circumstances, including, for example, if a claim is not timely filed or adequate documentation is not 
maintained.  Once a Financed Eligible Loan ceases to be guaranteed, it is ineligible for federal interest 
benefit and Special Allowance Payments.  If a Financed Eligible Loan is rejected for claim payment by a 
Guaranty Agency, the Issuer, through its Servicers, continues to pursue the borrower for payment or 
institutes a process to reinstate the guarantee.  Guaranty agencies may reject claims as to portions of interest 
for certain violations of the due diligence collection and servicing requirements even though the remainder 
of a claim may be paid. 

Examples of errors that cause claim rejections include isolated missed collection calls, or failures 
to send collection letters as and when required.  Violations of due diligence collection and servicing 
requirements can result from human error.  Violations can also result from computer processing system 
errors, or from problems arising in connection with the implementation of a new computer platform or the 
conversion of additional loans to a servicing system. 

Limitation on enforceability of remedies 
against the Issuer could result in payment 
delays or losses 

The remedies available to the Trustee or the Noteholders upon an Event of Default under the 
Indenture are in many respects dependent upon regulatory and judicial actions which are often subject to 
discretion and delay.  Under existing constitutional and statutory law and judicial decisions, including 
specifically Title 11 of the United States Code, the remedies specified by the Indenture and such other 
documents may not be readily available or may be limited.  The various legal opinions to be delivered 
concurrently with the delivery of the Notes and the Indenture will be qualified as to the enforceability of 
the various legal instruments by limitations imposed by bankruptcy, reorganization, insolvency or other 
similar laws affecting the rights of creditors generally. 

In addition, the Higher Education Act provides that a security interest in FFELP Loans may be 
perfected by the filing of notice of such security interest in the manner in which security interests in accounts 
may be perfected by applicable state law, which, under the Texas Uniform Commercial Code, is 
accomplished by filing a financing statement with the Texas Secretary of State.  Nonetheless, if through 
fraud, inadvertence or otherwise a third-party lender or purchaser acting in good faith were to obtain 
possession of any of the promissory notes evidencing the Financed Eligible Loans (or, in the case of a 
master promissory note, a copy thereof), any security interest of the Trustee in the related Financed Eligible 
Loans could be preempted.  Custody of all promissory notes relating to Financed Eligible Loans will be 
maintained by a Servicer. 
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Certain factors relating to security 

The Issuer has covenanted in the Indenture that the assets constituting the Trust Estate pledged by 
the Issuer under the Indenture are and will be owned by the Issuer free and clear of any pledge, lien, charge 
or encumbrance thereon or with respect thereto prior to, of equal rank with or subordinate to the respective 
pledges created by the Indenture, and that all action on the part of the Issuer to that end has been duly and 
validly taken.  The Issuer acquired the Financed Eligible Loans by purchasing such loans from other lenders.  
When purchasing student loans, the Issuer obtained warranties from the sellers as to certain matters, 
including that the loans were originated in accordance with the Higher Education Act and that the loans 
will be transferred to the Issuer free of any liens and that all filings (including UCC filings) necessary in 
any jurisdiction to give the Trustee, on behalf of the Issuer, ownership of the Financed Eligible Loans have 
been made.  Notwithstanding the foregoing, under applicable law, security interests in such loans may exist 
and may not be ascertained by the Issuer.  Therefore, no absolute assurance can be given that liens other 
than the lien of the Indenture do not and will not exist. 

The use of master promissory notes for the 
Financed Eligible Loans may compromise the 
Trustee’s security interest 

Student loans made under the FFEL Program may be evidenced by a master promissory note.  Once 
a borrower executes a master promissory note with a lender, additional FFELP Loans made by the lender 
to such borrower are evidenced by a confirmation sent to the borrower, and all Eligible Loans are governed 
by the single master promissory note. 

A FFELP Loan evidenced by a master promissory note may be sold independently of the other 
Eligible Loans governed by the master promissory note.  If the Issuer originated a Financed Eligible Loan 
governed by a master promissory note and does not retain possession of the master promissory note, other 
parties could claim an interest in the Financed Eligible Loan.  This could occur if the holder of the master 
promissory note were to take an action inconsistent with the Issuer’s rights to a Financed Eligible Loan, 
such as delivery of a duplicate copy of the master promissory note to a third-party for value.  Although such 
action would not defeat the Issuer’s rights to the Financed Eligible Loan or impair the security interest held 
by the Trustee for the investors’ benefit, it could delay receipt of principal and interest payments on the 
Financed Eligible Loan. 

Investors may incur losses or delays in 
payment on their Notes if borrowers do not 
make timely payments or default on their 
Financed Eligible Loans 

For a variety of economic, social and other reasons all the payments that are actually due on 
Financed Eligible Loans may not be made or may not be made in a timely fashion.  Borrowers’ failure to 
make timely payments of the principal and interest due on the Financed Eligible Loans will affect the 
revenues of the Trust Estate created under the Indenture, which may reduce the amounts available to pay 
principal and interest due on the Notes. 

The cash flow from the Financed Eligible Loans, and the Issuer’s ability to make payments due on 
the Notes will be reduced to the extent interest is not currently payable on the Financed Eligible Loans.  
The borrowers on most Eligible Loans are not required to make payments during the period in which they 
are in school and for certain authorized periods thereafter, as described in the Higher Education Act.  The 
Department of Education will make all interest payments while payments are deferred under the Higher 
Education Act on certain subsidized Eligible Loans that qualify for interest benefit payments.  For all other 
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Eligible Loans, interest generally will be capitalized and added to the principal balance of the Eligible 
Loans.  The Financed Eligible Loans will consist of Eligible Loans for which payments are deferred as well 
as Eligible Loans for which the borrower is currently required to make payments of principal and interest.  
The proportions of the Financed Eligible Loans for which payments are deferred and currently in repayment 
will vary during the period that the Notes are outstanding. 

In general, a Guaranty Agency reinsured by the Department of Education will guarantee 98% of 
each Financed Eligible Loan with a first disbursement after October 1, 1993 and before July 1, 2006, and 
97% of each Financed Eligible Loan with a first disbursement on or after July 1, 2006.  All but an 
insignificant component of the Financed Eligible Loans had their first disbursements on or after October 1, 
1993.  As a result, if a borrower of a Financed Eligible Loan defaults, the Issuer will experience a loss of 
approximately 2% or 3% of the outstanding principal and accrued interest on each of the defaulted loans 
depending upon when it was first disbursed.  The Issuer does not have any right to pursue the borrower for 
the remaining portion that is not subject to the guarantee.  If defaults occur on the Financed Eligible Loans 
and the credit enhancement described herein is not sufficient, Noteholders may suffer a delay in payment 
or a loss on their investment. 

Risk of geographic concentration of the 
Financed Eligible Loans 

The concentration of the Financed Eligible Loans in specific geographic areas may increase the 
risk of losses on the Financed Eligible Loans.  Economic conditions in the states where borrowers reside 
may affect the delinquency, loan loss and recovery experience with respect to the Financed Eligible Loans.  
As of the Statistical Cut-Off Date, approximately 12.84%, 8.32%, 6.65%, 5.86% and 5.73% of the Financed 
Eligible Loans by principal balance were to borrowers with current billing addresses in the States of 
California, Texas, Pennsylvania, New York and Florida, respectively.  As of the Statistical Cut-Off Date, 
no other State accounts for more than 5.00% of the Financed Eligible Loans by principal balance.  Economic 
conditions in any state or region may decline over time and from time to time.  Because of the concentrations 
of the borrowers in the above referenced states any adverse economic conditions, including the ongoing 
COVID-19 Pandemic, adversely and disproportionately affecting those states may have a greater effect on 
the performance of the Notes than if these concentrations did not exist. 

The Trustee may be forced to sell the Financed 
Eligible Loans at a loss after an event of 
default 

Generally, if an Event of Default occurs under the Indenture, the Trustee may sell, and, at the 
direction of Noteholders (in varying percentages and priority class as specified in the Indenture), will sell 
the Financed Eligible Loans.  However, the Trustee may not find a purchaser for the Financed Eligible 
Loans, or the market value of the Financed Eligible Loans plus other assets in the Trust Estate created under 
the Indenture might not equal the principal amount of outstanding Notes plus accrued interest.  Competition 
currently existing in the secondary market for student loans made under the FFEL Program also could be 
reduced, resulting in fewer potential buyers of the Financed Eligible Loans and lower prices available in 
the secondary market for the Financed Eligible Loans.  Investors may suffer a loss if the Trustee is unable 
to find purchasers willing to pay prices for the Financed Eligible Loans sufficient to pay the principal 
amount of the Notes plus accrued interest. 
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The Notes may be repaid early due to an 
optional prepayment, which may affect their 
yield, and investors will bear reinvestment risk 

The Notes may be repaid before investors expect them to be in the event of an optional release 
when the then outstanding Pool Balance is 10% or less of the initial Pool Balance of the Financed Eligible 
Loans, as described under the caption “DESCRIPTION OF THE NOTES—Optional Prepayment of Notes 
When the Then Outstanding Pool Balance is 10% or Less of Initial Pool Balance” herein.  Such event would 
result in the early retirement of the Notes outstanding on that date.  If this happens, the yield on certain of 
the Notes may be affected and investors will bear the risk that they cannot reinvest the money they receive 
in comparable investments at an equivalent yield. 

The characteristics of the portfolio of 
Financed Eligible Loans may change 

The characteristics of the pool of Eligible Loans expected to be pledged to the Trustee under the 
Indenture are described herein as of the Statistical Cut-Off Date.  The aggregate characteristics of the entire 
pool of Eligible Loans, including the composition of the Eligible Loans and the related borrowers, the 
related Guaranty Agencies, the distribution by student loan type, the distribution by interest rate, the 
distribution by principal balance and the distribution by remaining term to scheduled maturity, may vary 
from the information presented herein, since the information presented herein is as of the Statistical Cut-Off 
Date, and the date that the Financed Eligible Loans will be pledged to the Trustee under the Indenture will 
occur after that date. 

In the event that the principal amount of Eligible Loans required to provide collateral for the Notes 
varies from the amounts anticipated herein, whether by reason of a change in the collateral requirement 
necessary to obtain the rating on the Notes from each Rating Agency that will rate the Notes as indicated 
under “SUMMARY OF TERMS—Rating of the Notes” herein, the pricing of the interest rate on the Notes, 
the principal amount of Notes to be offered, the rate of amortization or prepayment on the portfolio of 
Financed Eligible Loans from the Statistical Cut-Off Date to the Date of Issuance varying from the rates 
that were anticipated, or otherwise, the portfolio of Eligible Loans to be pledged to the Trustee under the 
Indenture may consist of a subset of the pool of Eligible Loans described herein or may include additional 
Eligible Loans not described under “CHARACTERISTICS OF THE FINANCED ELIGIBLE LOANS” 
herein. 

The Issuer believes that the information set forth in this Offering Memorandum with respect to the 
pool of Eligible Loans as of the Statistical Cut-Off Date is representative of the characteristics of the pool 
of Eligible Loans as they will exist on the Date of Issuance for the Notes.  However, investors should 
consider potential variances when making their investment decision concerning the Notes.  See the caption 
“CHARACTERISTICS OF THE FINANCED ELIGIBLE LOANS” herein. 

Payment offsets by a Guaranty Agency or the 
Department of Education could prevent the 
Issuer from paying Noteholders the full 
amount of the principal and interest due on the 
Notes 

The Issuer, through its Eligible Lender Trustee, may use the same Department of Education lender 
identification number for the Financed Eligible Loans included in the Trust Estate established under the 
Indenture as it uses for other Eligible Loans it holds.  These include the Eligible Loans held under the 
Warehouse Agreement released upon issuance of the Notes and the separate indentures securing other notes 
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issued by the Issuer.  See the caption “BRAZOS EDUCATION LOAN AUTHORITY, INC.—Previous 
Financings of the Issuer” herein.  As a consequence, the billings submitted to the Department of Education 
and the claims submitted to the applicable Guaranty Agency for the Financed Eligible Loans will be 
consolidated with the billings and claims for payments for Eligible Loans that are not included in the Trust 
Estate but using the same lender identification number.  Payments on those billings by the Department of 
Education as well as claim payments by any applicable Guaranty Agency will be made to the Issuer in lump 
sum form.  Those payments must be allocated by the Issuer to the Trust Estate and to the other trust estates 
or indentures of the Issuer or other Eligible Loans held by the Issuer that use the same lender identification 
number. 

If the Department of Education or a Guaranty Agency determines that the Issuer owes any amount 
on any Eligible Loan held by it under a lender identification number, the Department of Education or a 
Guaranty Agency may seek to collect such amount by offsetting it against any payments due to the Issuer 
under that lender identification number.  If the amount of any such offset exceeds the amount owed to the 
Trust Estate or trust estates created under separate indentures that use the same lender identification number, 
the offset could reduce the amounts otherwise available for payment in respect of Eligible Loans held in 
the other trust estates and the Financed Eligible Loans pledged to secure the Notes.  Any offsetting or 
shortfall of payments due to the Issuer could adversely affect the amount of funds available to the Trust 
Estate created under the Indenture and the Issuer’s ability to pay principal and interest on the Notes. 

The Financed Eligible Loans are unsecured 
and the ability of the applicable Guaranty 
Agency to honor its Guarantee may become 
impaired 

The Higher Education Act requires that all FFELP Loans be unsecured.  As a result, the only 
security for payment of the Financed Eligible Loans are the guarantees provided by the applicable Guaranty 
Agency. 

A deterioration in the financial status of an applicable Guaranty Agency and its ability to honor 
guarantee claims on defaulted Financed Eligible Loans could delay or impair that Guaranty Agency’s 
ability to make claims payments to the Trustee.  The financial condition of a Guaranty Agency can be 
adversely affected if it submits a sufficiently large number of reimbursement claims to the Department of 
Education, which results in a reduction of the amount of reimbursement that the Department of Education 
is obligated to pay a Guaranty Agency.  The Department of Education may also require a Guaranty Agency 
to return its reserve funds to the Department of Education upon a finding that the reserves are unnecessary 
for a Guaranty Agency to pay its program fees or to serve the best interests of the Federal Family Education 
Loan Program.  The inability of a Guaranty Agency to meet its guarantee obligations could reduce the 
amount of money available to pay principal and interest to the owners of the Notes or delay those payments 
past their due date. 

If the Department of Education has determined that the applicable Guaranty Agency is unable to 
meet its guarantee obligations, the Eligible Loan holder may submit claims directly to the Department of 
Education and the Department of Education is required to pay the full guarantee claim amount due with 
respect to such claims.  However, the Department of Education’s obligation to pay guarantee claims directly 
in this fashion is contingent upon the Department of Education making the determination that a Guaranty 
Agency is unable to meet its guarantee obligations.  The Department of Education may not ever make this 
determination with respect to a Guaranty Agency and, even if the Department of Education does make this 
determination, payment of the guarantee claims may not be made in a timely manner.  See the caption 
“GUARANTY AGENCIES” herein and “APPENDIX A—DESCRIPTION OF THE FEDERAL FAMILY 
EDUCATION LOAN PROGRAM—Insurance and Guarantees” hereto. 
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Commingling of payments on Financed 
Eligible Loans could prevent the Issuer from 
paying the full amount of the principal and 
interest due on the Notes 

Payments received on the Financed Eligible Loans generally are deposited by the Servicer directly 
into an account held by the Paying Agent on behalf of the Trustee each Business Day within two Business 
Days of receipt and proper identification.  Payments received on the Financed Eligible Loans may not 
always be segregated from payments the Paying Agent receives on behalf of the Trustee on other Eligible 
Loans it owns, and payments received on the Financed Eligible Loans that are part of the Trust Estate 
created under the Indenture may not be segregated from payments received on other Eligible Loans that are 
not part of the Trust Estate created under the Indenture.  Such amounts that relate to the Financed Eligible 
Loans once identified by the Issuer as such are transferred by the Paying Agent on behalf of the Trustee for 
deposit into the Collection Fund on a daily basis.  If the Servicers fail to transfer such funds to the Paying 
Agent on behalf of the Trustee, Noteholders may suffer a loss. 

Incentive or borrower benefit programs may 
affect the Notes 

Substantially all of the Financed Eligible Loans are eligible to receive an interest rate reduction for 
enrolling in automatic bank draft payments.  Certain of the Financed Eligible Loans are subject to other 
borrower benefit programs, which may vary.  Any incentive program that effectively reduces borrower 
payments or principal balances on Financed Eligible Loans may result in the principal amount of Financed 
Eligible Loans amortizing faster than anticipated.  The Issuer cannot accurately predict the number of 
borrowers that will utilize the borrower benefits provided under these programs.  The greater the number 
of borrowers that utilize such benefits with respect to Financed Eligible Loans, the lower the total loan 
receipts on such Financed Eligible Loans.  Although such borrower benefits may decrease the payments to 
be received from the Financed Eligible Loans, the Issuer does not expect these borrower benefits to impair 
its ability to make payments of principal and interest on the Notes when due.  See the caption 
“CHARACTERISTICS OF THE FINANCED ELIGIBLE LOANS—Borrower Benefits” herein. 

The Notes are expected to be issued only in 
book-entry form 

The Notes are expected to be initially represented by certificates registered in the name of Cede & 
Co., the nominee for DTC, and will not be registered in any investor’s name or the name of any investor’s 
nominee.  Unless and until definitive securities are issued, holders of the Notes will not be recognized by 
the Trustee as Noteholders as that term is used in the Indenture.  Until definitive securities are issued, 
holders of the Notes will only be able to exercise the rights of Noteholders indirectly through DTC and its 
participating organizations.  See the caption “BOOK-ENTRY REGISTRATION” herein. 

Structuring tables are based upon 
assumptions and models 

The decrement tables appearing in Appendix B hereto have been prepared on the basis of the 
modeling assumptions set forth in such Appendix B.  The model used in this Offering Memorandum for 
prepayments does not purport to be an historical description of prepayment experience or a prediction of 
the anticipated rate of prepayment of any pool of loans, including the Financed Eligible Loans in the pool.  
It is highly unlikely that the Financed Eligible Loans will prepay at the rates specified.  The prepayment 
assumptions are for illustrative purposes only.  For these reasons, the actual weighted average lives of the 
Notes may differ significantly from the weighted average lives shown in the decrement tables. 
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BRAZOS EDUCATION LOAN AUTHORITY, INC. 

General 

The Issuer is a nonprofit corporation organized in 2005 under the Texas Nonprofit Corporation Act 
and is exempt from payment of federal income taxation as a “501(c)(3)” nonprofit corporation.  The Issuer 
is located at 2600 Washington Avenue, P.O. Box 1308, Waco, Texas 76710.  The Administrator conducts 
and operates the business affairs of the Issuer.  See the caption “—The Administrator” below.  The Issuer 
has no employees.  Certain responsibilities of the Issuer under the Indenture will be administered by the 
Administrator pursuant to the Administration Agreement. 

Pursuant to its Articles of Incorporation, the Issuer is “organized exclusively for religious, 
charitable, scientific, testing for public safety, literary, or education purposes as defined in 
Section 501(c)(3) of the Internal Revenue Code of 1986” and is authorized to (i) provide funds for the 
acquisition of student loans and (ii) provide procedures for the servicing of such student loans in accordance 
with applicable law. 

The Issuer’s Articles of Incorporation further provide that after payments of expenses, debt service 
and the creation of reserves for the same, all revenue shall be utilized for the purchase of student loans, or, 
upon dissolution of the Issuer, all funds and property of the Issuer are required to be transferred to another 
organization which is exempt from federal income taxation under the Internal Revenue Code of 1986, as 
amended, and which is engaged in activities substantially similar to the activities of the Issuer.  The Issuer’s 
activities are governed by the Texas Nonprofit Corporation Act. 

The Issuer is an eligible not for profit holder under the Higher Education Act. 

The Notes have been authorized by the Issuer under a resolution duly adopted by the Board of 
Directors of the Issuer and are issued by the Issuer under the Indenture and pursuant to the laws of the State 
of Texas, particularly the Texas Nonprofit Corporation Act.  The Notes are not being issued pursuant to the 
Texas Education Code.  The Attorney General of Texas has not approved, and is not required to approve, 
the Notes. 

The Issuer is governed by a Board of Directors currently consisting of five directors.  All Directors 
are appointed by a majority vote of the Board of Directors.  Directors serve two-year staggered terms of 
office.  The members of the Board of Directors serve without compensation, except for the reimbursement 
of expenses incurred in connection with the business of the Issuer. 
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Board of Directors 

Name and Position Held Principal Occupation Term Expires 

Mr. Robert D. Chambers Chairman & Chief Executive 
Officer, Automatic Chef Company 
(retired); Waco, Texas 

March 2023 

Mr. Claude Ervin Chairman, Waco Scottish Rite 
Bodies (retired); Waco, Texas 

March 2023 

Mr. Peter Kultgen President, Bird-Kultgen Ford 
Waco, Texas 

March 2022 

Dr. Terry Maness Dean, Hankamer School of Business 
Baylor University (retired), Waco, 
Texas 

March 2022 

Mr. Clement Milam Development Director, Heart of 
Texas Community Health Center 
(Family Health Center) (retired), 
Waco, Texas 

March 2023 

 

Student Loan Asset-Backed Notes 

The Notes issued pursuant to this Offering Memorandum are the only student loan asset-backed 
notes issued by the Issuer under the Indenture.  No other student loan asset-backed notes are permitted to 
be issued under the Indenture. 

The Issuer will initially retain the Residual Certificate issued pursuant to the Indenture, which 
represents an undivided interest, whether fractional or whole, in the residual interest in the Trust Estate 
created under the Indenture.  See “CREDIT RISK RETENTION.” 

The Issuer is permitted to issue additional student loan asset-backed notes secured under separate 
and distinct indentures of trust.  The Issuer has previously issued student loan asset-backed notes pursuant 
to other indentures, which notes are secured by separate and distinct trust estates.  The assets of each trust 
estate are not cross-collateralized or cross-defaulted with the assets of any other trust estate.  The total 
aggregate principal amount of all of the student loan asset-backed notes issued and outstanding by the Issuer 
as of July 31, 2021, was $1,538,856,195. 

On August 18, 2021, the Issuer entered into a Warehouse Loan and Security Agreement, dated as 
of August 18, 2021, with certain financial institutions parties thereto, as lenders, Royal Bank of Canada, as 
administrative agent and U.S. Bank National Association, as collateral agent, eligible lender trustee and 
securities intermediary (the “Warehouse Agreement”).  The purpose of the Warehouse Agreement is to 
provide liquidity, to support the restructuring of the Indenture of Trust dated as of October 1, 2004 (as 
supplemented and amended, the “2004 Indenture”), by and between the Issuer, as successor by assignment 
to Brazos Higher Education Authority, Inc., and U.S. Bank National Association, as indenture trustee and 
as eligible lender trustee, and to refinance the Eligible Loans previously pledged to that trust estate.  The 
Financed Eligible Loans to be pledged under the Indenture were previously pledged under the 2004 
Indenture, and are temporarily pledged under the Warehouse Agreement.  On the Date of the Issuance of 
the Notes, the applicable Eligible Loans pledged under the Warehouse Agreement will be released, and 
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such Eligible Loans will be deposited to the credit of the Student Loan Fund, and such Eligible Loans will 
constitute Financed Eligible Loans that are pledged under the Indenture. 

Repurchase Requests 

The documents entered into in connection with certain of the Issuer’s sponsored securitization 
transactions and this transaction contain covenants requiring the repurchase or replacement of Eligible 
Loans in the case of a breach of certain representations and warranties.  Therefore, pursuant to Rule 15Ga-1, 
the Issuer is responsible for disclosure of all fulfilled and unfulfilled repurchase requests for Eligible Loans 
in such securitization transactions.  There have not been any fulfilled or unfulfilled repurchase requests for 
Eligible Loans with respect to any of the Issuer sponsored securitization transactions.  With respect to the 
Notes, the Issuer will furnish a Form ABS-15G at the times required by and pursuant to Rule 15Ga-1 of the 
Securities Exchange Act as required by the SEC. 

Bankruptcy Remoteness 

The Issuer is a Texas nonprofit corporation, is exempt from payment of federal income taxation as 
a “501(c)(3)” nonprofit corporation, and is “organized exclusively for religious, charitable, scientific, 
testing for public safety, literary, or educational purposes as defined in Section 501(c)(3) of the Internal 
Revenue Code of 1986.”  The business activity of the Issuer is limited to financing the acquisition of student 
loans and providing procedures for servicing such student loans. 

All indebtedness of the Issuer (including, upon issuance and delivery, the Notes) has been issued 
under separate and distinct indentures, and is secured by separate trust estates created thereunder, none of 
which are cross-collateralized.  A payment or other default under one trust estate will have no impact on 
any other trust estate of the Issuer.  Assets in the trust estates created to secure such indebtedness (which 
primarily consist of FFELP Loans) are held by a corporate trustee or by third party student loan servicers. 

An Event of Bankruptcy under the Indenture includes “an involuntary case or other proceeding” 
commenced against the Issuer seeking liquidation or other relief with respect to it or its debts under 
bankruptcy, insolvency or other similar law.  Note Counsel will provide an opinion to the effect that, in a 
properly presented and argued case, a court would determine that, as a 501(c)(3) nonprofit corporation, the 
Issuer is not a “moneyed, business, or commercial corporation” within the meaning of Section 303(a) of 
the federal Bankruptcy Code; therefore it would not properly be subject to having an involuntary bankruptcy 
case commenced against it. 

The Administrator 

The Administrator is a private nonprofit corporation organized on September 18, 1980, under 
Section 501(c)(3) of the Code to provide or cause to be provided student loan servicing and administrative 
support services to certain nonprofit holders of student loans, including the Issuer.  The Administrator can 
be contacted at 2600 Washington Avenue, P.O. Box 1308, Waco, Texas 76703. 

The Administrator has served as the administrator on over 102 student loan financings that 
aggregate in excess of $29.9 billion of student loan revenue bonds.  The Administrator regularly publishes 
investor reports at studentloans.com and actively manages investor relations.  Such website is not 
incorporated into and shall not be deemed to be a part of this Offering Memorandum. 

The Administrator is headquartered in the City of Waco, Texas and is governed by a seven-member 
Board of Directors.  The members of the Board of Directors serve without compensation, except for the 
payment of expenses in connection with the business of the Administrator. 



 

 46 

As of July 31, 2021, the total number of student loans managed by the Administrator was 
approximately 232,411 aggregating approximately $2,808,852,668 in principal amount. 

As of July 31, 2021, the Administrator had approximately 33 full time employees. 

During the first few weeks of the COVID-19 Pandemic, the Administrator was able to rapidly 
transition to almost an entirely remote workforce.  The remote workforce has been successful in maintaining 
the highest level of administrative support services and has not seen any decline in performance.  In April 
2021, the Administrator implemented a hybrid-staffing model to reopen in-person office operations.  Under 
this approach, select employee teams systematically rotate between working on site and working remotely.  
The Administrator believes that this hybrid-staffing model will further promote the ongoing resilience and 
flexibility of the organization, while also maintaining the company’s culture and continuity. 

In addition, in response to the COVID-19 Pandemic, the Administrator coordinated with the 
Servicers to implement temporary relief measures for qualified loan borrowers who are adversely impacted 
by the COVID-19 Pandemic.  See the caption “RISK FACTORS— Forbearance granted as a result of the 
COVID-19 Pandemic may delay payments of interest and principal” herein. 

The management team of the Administrator includes the following officers: 

Ben Litle, President and Chief Executive Officer.  Mr. Litle joined the Administrator in June, 
2010.  Prior to joining the Administrator, he served as a principal in the law firm of Squire, Sanders & 
Dempsey, LLP.  Mr. Litle has over 18 years of experience in the student lending business.  He currently 
serves on the Board of Directors of the Administrator.  He also serves as the Chairman of the Brazos 
Education Foundation.  Mr. Litle graduated cum laude from Miami University with a B.A. in economics 
and obtained his J.D. from Duke University School of Law. 

Ricky Turman, Executive Vice President and Chief Operating Officer & Chief Financial Officer.  
Mr. Turman joined the Administrator in November, 1992.  Prior to joining the Administrator, he worked in 
public accounting.  Mr. Turman has over 27 years of experience in the student lending business.  He 
currently serves on the Board of Trustees for McLennan Community College and on the Board of Directors 
of the Brazos Education Foundation.  Mr. Turman graduated with a BBA in Accounting and a Master in 
Taxation from Baylor University.  Mr. Turman is a Certified Public Accountant, licensed in the State of 
Texas. 

Kelli Fernandez Uttech, Senior Vice President and General Counsel.  Mrs. Uttech joined the 
Administrator in October, 1999.  Prior to joining the Administrator, she worked as an attorney in private 
practice and in the McLennan County District Attorney’s office.  Mrs. Uttech has over 19 years of 
experience in the student lending business.  Mrs. Uttech graduated magna cum laude from the University 
of Houston with a B.S. in Political Science and obtained her J.D. from the University of Texas School of 
Law. 

Sam Redden, Senior Vice President of Technology.  Mr. Redden joined the Administrator in 
November, 2005.  Prior to joining the Administrator, he worked as a Technical Consultant for various 
businesses in managing their networks, computer platforms and production applications.  Mr. Redden has 
over 12 years of experience as the head of Information Technology.  Mr. Redden is a Veteran, having served 
in the United States Army, and an author of several computer technical how-to books and computer 
application manuals. 

John Wright, Director of Structured Finance.  Mr. Wright joined the Administrator in November, 
2003.  Prior to joining the Administrator, he worked at several student loan companies including Sallie 
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Mae.  Mr. Wright has over 31 years of experience in the student lending business.  Mr. Wright graduated 
from the University of Maryland with a B.S. in Economics. 

The Administrator has agreed to perform various administrative activities and obligations on behalf 
of the Issuer under the Administration Agreement.  These include providing all necessary personnel, 
facilities, equipment, forms and supplies for operating the Issuer’s FFEL Program and the Issuer’s financing 
activities in accordance with the Indenture; disseminating information to the Trustee and to other persons 
under the Indenture; controlling and accounting for the receipt and expenditure of the Issuer’s funds; 
reviewing all statements and reports to the Issuer required of the Trustee in accordance with the provisions 
of the Indenture; and preparing and submitting to the Trustee and the Paying Agent the Monthly Servicing 
Report required to be made available to the Noteholders pursuant to the Indenture.  The Administrator also 
has agreed to provide general oversight of the servicing and collection of the Financed Eligible Loans. 

The Administrator is not a student loan servicer.  Pursuant to the Administration Agreement, the 
Administrator is required to cause there to be provided loan servicing and collection services with respect 
to the Financed Eligible Loans by contracting with an eligible Servicer and, as applicable, collection 
agencies.  Initially, the Administrator has entered into the Servicing Agreements with the Servicers to 
perform these services, and may enter into one or more additional Servicing Agreements with one or more 
separate loan servicing entities to the extent permitted under the Indenture.  See the caption “The 
Administration Agreement” below. 

The Administration Agreement 

The Issuer has entered into the Administration Agreement with the Administrator, the Trustee and 
the Eligible Lender Trustee pursuant to which the Issuer authorizes and appoints the Administrator to act 
as its exclusive agent for the purpose of engaging and managing the Servicers of the Financed Eligible 
Loans and performing certain administrative duties under the Indenture as provided therein.  The Issuer 
authorizes the Administrator to enter into or maintain and continue the Servicing Agreements with the 
Servicers to provide for the servicing of the Financed Eligible Loans pursuant to the Indenture and to meet 
any servicing obligations of the Issuer thereunder.  The Administrator covenants and agrees to cause the 
Servicers to service each Financed Eligible Loan in compliance with all requirements of the Higher 
Education Act, each Guarantee Agreement, and all other laws and regulations applicable thereto, and to 
perform all services and duties customary to the servicing of the Financed Eligible Loans, including all 
collection practices. 

The Administrator is required to cause the duties and responsibilities of the Issuer under the 
Indenture to be performed.  The Administrator advises the Issuer when action by the Issuer is necessary to 
comply with the Issuer’s duties under the Indenture and the agreements relating thereto.  The Administrator 
will prepare for execution, if required, by the Issuer, or shall cause the preparation by other appropriate 
persons of all such documents, reports, filings, instruments, certificates and opinions as it shall be the duty 
of the Issuer to prepare, file or deliver pursuant to the Indenture.  The Administrator covenants to satisfy 
all of its obligations set forth in the Administration Agreement.  The Administrator is required to maintain 
in effect all qualifications required in order to perform the duties and obligations set forth in the 
Administration Agreement and comply in all material respects with all requirements of law if a failure to 
comply would have a materially adverse effect on its ability to perform the duties and obligations of the 
Administrator set forth in the Administration Agreement.  If the Administrator or the Issuer deems it 
necessary or desirable, any of the administrative services performed by the Administrator may be 
subcontracted by the Administrator.  Any such subcontractor must be approved in writing by the Issuer and 
written notice of such appointment shall be delivered to the Trustee. 
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As compensation for its services pursuant to the Administration Agreement, the Administrator will 
receive the Administration Fees payable pursuant to the Indenture.  See the caption “FEES AND 
EXPENSES” herein. 

The Administration Agreement will terminate upon the occurrence of the earlier of (a) the 
termination of the Indenture, and (b) early termination following an Administrator Default, as defined and 
described below.  No resignation or termination will become effective until a successor Administrator has 
assumed the Administrator’s administrative obligations and duties under the Administration Agreement. 

Each of the following constitutes an “Administrator Default” under the Administration Agreement: 

(a) any failure by the Administrator to cause delivery of any payments received and 
properly identified with respect to the Financed Eligible Loans to the Paying Agent on behalf of 
the Trustee as required by the Administration Agreement, which failure continues unremedied for 
10 business days after written notice of such failure is received by the Administrator from the 
Trustee or the Issuer or after discovery of such failure by an officer of the Administrator; or 

(b) any failure by the Administrator to maintain Servicing Agreements with Servicers 
with respect to the servicing of Financed Eligible Loans pledged under the Indenture, which failure 
shall (i) materially and adversely affect the rights of holders of Notes and (ii) continue unremedied 
for a period of ninety (90) days after the date of discovery of such failure by an officer of the 
Administrator or on which written notice of such breach or failure, requiring the same to be 
remedied, shall have been given (A) to the Administrator, by the Trustee or the Issuer, or (B) to the 
Administrator or the Trustee by holders of Notes representing not less than two-thirds of the 
aggregate principal amount of the Highest Priority Notes then Outstanding; provided, however, if 
the Administrator proceeds to take curative action with respect to any such failure, which, if begun 
and prosecuted with due diligence, can cure the failure but cannot be completed within ninety (90) 
days, then that period will be extended to the extent necessary to enable the Administrator to 
diligently complete that curative action; or 

(c) any breach of a representation or warranty of the Administrator contained in the 
Administration Agreement or failure by the Administrator duly to observe or to perform in any 
material respect any term, covenant or agreement set forth in the Administration Agreement (other 
than any breach of a representation or warranty or failure to observe any term, covenant or 
agreement of which is specifically dealt with in another “Administrator Default”), which breach or 
failure shall (i) materially and adversely affect the rights of holders of Notes and (ii) continue 
unremedied for a period of 60 days after the date of discovery of such failure by an officer of the 
Administrator or on which written notice of such breach or failure, requiring the same to be 
remedied, shall have been given (A) to the Administrator, by the Trustee or the Issuer, or (B) to the 
Administrator or the Trustee by holders of Notes representing not less than two-thirds of the 
aggregate principal amount of the Highest Priority Notes then Outstanding; or 

(d) the Administrator has commenced a voluntary case or other proceeding seeking 
liquidation, reorganization, or other relief with respect to itself or its debts under any bankruptcy, 
insolvency, or other similar law now or hereafter in effect or seeking the appointment of a trustee, 
receiver, liquidator, custodian, or other similar official of it or any substantial part of its property, 
or shall have made a general assignment for the benefit of creditors, or shall have declared a 
moratorium with respect to its debts or shall have failed generally to pay its debts as they become 
due, or shall have taken any action to authorize any of the foregoing, and such action would 
materially and adversely affect the ability of the Administrator to perform its obligations under the 
Administration Agreement or materially and adversely affect the rights of holders of Notes; or 
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(e) an involuntary case or other proceeding shall have been commenced against the 
Administrator seeking liquidation, reorganization, or other relief with respect to it or its debts under 
any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the 
appointment of a trustee, receiver, liquidator, custodian, or other similar official of it or any 
substantial part of its property, provided such action or proceeding is not dismissed within 180 
days, and such action would materially and adversely affect the ability of the Administrator to 
perform its obligations under the Administration Agreement or materially and adversely affect the 
rights of holders of Notes. 

If an Administrator Default has occurred and is continuing, the Issuer and the Trustee acting 
together may or, at the written direction of 100% of the Noteholders of the Notes then Outstanding, the 
Issuer and the Trustee will, by notice then given in writing to the Administrator, terminate all the rights and 
obligations (other than the indemnification rights and obligations described below) of the Administrator 
under the Administration Agreement.  The Trustee covenants, represents and agrees that upon any 
termination of the Administrator pursuant to the Administration Agreement, the Trustee (i) will appoint a 
successor Administrator to perform such duties whose regular business includes similar administrative and 
servicing duties or (ii) will petition a court for the appointment of a successor Administrator.  If the Trustee 
is unable to appoint a successor Administrator within four months of any Administrator Default that results 
in the termination of an administrator as described above, the Trustee shall petition a court for the 
appointment of a successor whose regular business includes similar administrative duties relating to 
Financed Eligible Loans and for which the Rating Agency Condition shall first be satisfied and for which 
the Issuer has consented to in writing, which consent shall not be unreasonably withheld.  The Administrator 
agrees to cooperate with the successor Administrator, the Trustee and the Issuer in effecting the termination 
of the responsibilities and rights of the Administrator under the Administration Agreement. 

The Administrator, the Issuer, the Trustee and the Eligible Lender Trustee may, from time to time, 
and at any time, amend, supplement, or modify the Administration Agreement by written instrument 
without the prior consent or approval of any Person; provided, however so long as any Notes remain 
Outstanding under the Indenture, the Rating Agency Condition is required to be satisfied with respect to 
any such amendment, supplement or modification; however, so long as any Notes remain Outstanding 
under the Indenture, the Issuer will not consent or agree to or permit any amendment, supplement or 
modification of the Administration Agreement without satisfying the requirements set forth in the Indenture 
that are described under “SUMMARY OF THE INDENTURE PROVISIONS—Servicing of the Financed 
Eligible Loans and Enforcement of the Administration Agreement and the Servicing Agreements” herein. 

The Administrator shall not have any liability to the Issuer or the holders of Notes for taking any 
action or for refraining from taking any action pursuant to the Administration Agreement, or for errors in 
judgment; provided, however, that the Administrator will not be protected against any liability that would 
otherwise be imposed by reason of willful misfeasance, bad faith or negligence in the performance of the 
Administrator’s duties under the Administration Agreement or by reason of reckless disregard of its 
obligations and duties under the Administration Agreement; provided that in no event will the 
Administrator be responsible or liable for any incidental, special or consequential damages with respect to 
any matter whatsoever arising out of the Administration Agreement. 

The Issuer is required to indemnify and hold the Administrator harmless from all loss, liability, or 
expense (including reasonable attorneys’ fees) except for any loss, liability or expense arising out of or 
relating to the Administrator’s willful misconduct or negligence with regard to the performance of services 
under the Administration Agreement or breach of its obligations under the Administration Agreement.  
Subject to the limitations described below, the Administrator is required to indemnify and hold the Issuer 
harmless from all loss, liability and expense (including reasonable attorneys’ fees) arising out of or relating 
to the Administrator’s willful misconduct or negligence with regard to performance of services under the 
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Administration Agreement or breach of its obligations under the Administration Agreement, provided that 
in no event shall the Administrator be responsible or liable for any incidental, special or consequential 
damages with respect to any matter whatsoever arising out of the Administration Agreement. 

Upon the discovery of a breach of certain covenants that have a materially adverse effect on the 
Financed Eligible Loans, the Administrator (or an eligible lender on its behalf) will be obligated to use 
reasonable efforts to cause the purchase or substitution of the adversely affected Financed Eligible Loan by 
the applicable Servicer unless the breach is cured within the time period prescribed in the applicable 
Servicing Agreement.  Any breach that relates to compliance with the requirements of the Higher Education 
Act or the applicable Guaranty Agency but that does not affect that Guaranty Agency’s obligation to 
guarantee payment of a Financed Eligible Loan will not be considered to have a material adverse effect.  
The purchase or substitution and reimbursement obligations of the Administrator will constitute the sole 
remedy available to the Issuer for such uncured breach.  The Administrator’s efforts to cause the purchase 
or substitution are contractual obligations that the Issuer may enforce, but the breach of these obligations 
will not constitute an event of default under the Indenture.  In all cases, with respect to any breach by a 
Servicer that affects a Financed Eligible Loan under the Administration Agreement, the Administrator’s 
liability described in this paragraph will be limited to payments or substitutions received from such 
Servicer, if any. 

THE ISSUER’S FFEL PROGRAM 

General 

The Issuer has a program for purchasing and financing certain Eligible Loans originated pursuant 
to the Federal Family Education Loan Program (“FFELP” or the “FFEL Program”), authorized by Title IV 
of the federal Higher Education Act (such loans, “FFELP Loans”).  The FFEL Program authorized by the 
Higher Education Act is described in “APPENDIX A—DESCRIPTION OF THE FEDERAL FAMILY 
EDUCATION LOAN PROGRAM” attached hereto.  All of the Financed Eligible Loans pledged to the 
Trustee under the Indenture will consist of Eligible Loans that are qualified loans originated under the 
Higher Education Act, and only qualified loans originated under the Higher Education Act are eligible to 
be financed under the Indenture. 

On March 30, 2010, the Reconciliation Act was enacted into federal law.  Included in the 
Reconciliation Act were provisions that eliminated the origination of new FFELP Loans under the FFEL 
Program.  As of July 1, 2010, no additional FFELP Loans may be originated and all new federal student 
loans will be originated solely under the Direct Loan Program.  However, FFELP Loans originated under 
the Higher Education Act prior to July 1, 2010 which have been acquired by the Issuer (including the loans 
described in this Offering Memorandum under the caption “CHARACTERISTICS OF THE FINANCED 
ELIGIBLE LOANS” herein) continue to be subject to the provisions of the FFEL Program, and are not 
materially affected by the Reconciliation Act. 

The portfolio of Financed Eligible Loans may include Eligible Loans with borrower benefits.  See 
the caption “CHARACTERISTICS OF THE FINANCED ELIGIBLE LOANS—Borrower Benefits” 
herein. 

Change to Index for Calculation of Special 
Allowance Payments 

The Issuer made an affirmative election under Public Law 112-74 to permanently change the  index 
for Special Allowance Payment calculations on substantially all FFELP Loans in its portfolio disbursed 
after January 1, 2000 (including all of the Financed Eligible Loans with such disbursement dates) from the 
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three-month commercial paper rate to the One-Month LIBOR index, commencing with the Special 
Allowance Payment calculations for the calendar quarter beginning on April 1, 2012.  See  
“APPENDIX A—DESCRIPTION OF THE FEDERAL FAMILY EDUCATION LOAN PROGRAM—
Special Allowance Payments” hereto. 

SERVICING OF THE FINANCED ELIGIBLE LOANS 

The Issuer is required under the Higher Education Act, the rules and regulations of the Guaranty 
Agencies and the Indenture to cause the servicing and collection of the Financed Eligible Loans to be 
conducted with due diligence.  The Higher Education Act defines due diligence as requiring the use of 
collection practices at least as extensive and forceful as those generally practiced by financial institutions 
for the collection of consumer loans.  The Higher Education Act also requires the exercise of reasonable 
care and diligence in the making and servicing of student loans originated under the Higher Education Act 
and provides that the Secretary may disqualify an “eligible lender” (which includes the Eligible Lender 
Trustee as holder of student loans) from further federal insurance if the Secretary is not satisfied that the 
foregoing standards have been or will be met.  An eligible lender may not relieve itself of its responsibility 
for meeting these standards by delegation of its responsibility to any servicing agent and, accordingly, if 
any Servicer fails to meet such standards, the Issuer’s ability to realize the benefits of insurance may be 
adversely affected. 

The Higher Education Act requires that a Guaranty Agency ensure that due diligence will be 
exercised by an eligible lender in making and servicing student loans originated under the Higher Education 
Act guaranteed by such Guaranty Agency.  Each Guaranty Agency establishes procedures and standards 
for due diligence to be exercised by the servicer and by eligible lenders which service loans subject to such 
guaranty agencies’ guarantee.  If a Servicer does not comply with the established due diligence standards, 
the Issuer’s ability to realize the benefits of any guaranty may be adversely affected. 

The Trustee has no duties or obligations to service, collect or monitor the servicing and collecting 
of the Financed Eligible Loans.  The Trustee also is not responsible for accounting and reporting functions 
required under the Higher Education Act to preserve the guarantee of any Guaranty Agency or the insurance 
of the Secretary on the Financed Eligible Loans. 

The Administrator will oversee the servicing of all of the Financed Eligible Loans expected to be 
pledged as part of the Trust Estate under the Indenture on the Date of Issuance pursuant to the 
Administration Agreement.  The Administrator will subcontract with the Servicers to service and make 
collections on all of the Financed Eligible Loans.  The Issuer or the Administrator may from time to time 
enter into other servicing agreements and arrangements in accordance with the terms of the Indenture. 

Pennsylvania Higher Education Assistance 
Agency 

The following information has been furnished by PHEAA for use in this Offering Memorandum.  
Neither the Issuer nor the Underwriter makes any guarantee or any representation as to the accuracy or 
completeness thereof or the absence of material adverse change in such information or in the condition of 
PHEAA subsequent to the date hereof. 

PHEAA.  PHEAA is a body corporate and politic constituting a public corporation and government 
instrumentality created pursuant to an act of the Pennsylvania Legislature.  Under its enabling legislation, 
PHEAA is authorized to issue bonds or notes, with the approval of the Governor of the Commonwealth of 
Pennsylvania for the purpose of purchasing, making, or guaranteeing loans.  Its enabling legislation also 
authorizes PHEAA to undertake the origination and servicing of loans made by PHEAA and others.  
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PHEAA’s headquarters are located in Harrisburg, Pennsylvania with regional offices located throughout 
Pennsylvania.   

As of March 31, 2021, PHEAA had approximately 2,400 employees and contractors.  PHEAA 
services student loans through its Commercial Servicing line of business, FedLoan Servicing (“FLS”) line 
of business and Remote Servicing line of business.  The Commercial Servicing line of business services 
private student loans and FFELP Loans for customers which consist of national and regional banks and 
credit unions, secondary markets, and government entities.  The FLS line of business services federally 
owned FFELP and Direct Loan Program loans.  The Remote Servicing line of business provides PHEAA’s 
systems to guarantors, other servicers and Not-for-Profit (“NFP”) servicers, who were awarded servicing 
contracts under the Direct Loan program for use in servicing borrowers. 

As of March 31, 2021, PHEAA serviced approximately 9.7 million student borrowers representing 
an aggregate of approximately $416.2 billion outstanding principal amount under its Commercial Servicing 
and FLS lines of business. 

Through its Commercial Servicing line of business, PHEAA serviced $26.9 billion for lenders as 
of March 31, 2021, with an approximately $7.4 billion principal balance of private student loans 
outstanding, which makes PHEAA one of the nation’s largest servicers of private student loans. 

PHEAA is also one of four primary servicers that were awarded a contract to service Title IV loans 
owned by the Department of Education.  The initial phase of the Title IV Servicing Management contract 
involved FFELP Loans, which were sold to the Department of Education under the Ensuring Continued 
Access to Student Loans Act (“ECASLA”).  ECASLA gave the Department of Education authority to 
purchase FFELP Loans from private lenders.  In addition, PHEAA began servicing student loans originated 
under the Federal Direct Program during the 2010-2011 academic year.  PHEAA’s FLS line of business 
services the federally owned program loans, and as of March 31, 2021, the portfolio balance of loans and 
grants serviced by FLS was $389.3 billion. 

Under PHEAA’s Remote Servicing line of business, the remote clients service approximately 3.3 
million student loan borrowers representing an approximately $82.3 billion outstanding principal amount, 
including $58.5 billion owned by the Department of Education. 

FFELP Net Reject Rate.  As a servicer, PHEAA works to minimize the net reject rate, which is 
the amount of claims submitted for payment that are rejected by the guarantor and are subsequently unable 
to be cured.  The net reject rate for both the number and dollar value of PHEAA’s FFELP Loans for the last 
three calendar years is listed below. 

 FFELP Net Reject Rate 

Year Loans Dollars 

2020 0.021% 0.016% 
2019 0.020% 0.011% 
2018 0.008% 0.008% 

 

The net reject rate is calculated based on claims submitted three years prior which were unable to 
be cured during the three-year cure period which ended during the calendar years noted above.  The number 
and dollar value of rejected claims not cured is divided by the total claims filed during that same period 
three years prior. 
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PHEAA’s most recent audited financial reports are available from PHEAA. 

Litigation and Inquiries.  PHEAA is subject to various claims, lawsuits and other actions that arise 
in the normal course of business.  PHEAA believes that these claims, lawsuits and other actions will not, 
individually or in the aggregate, have a material adverse effect on its business, financial condition or results 
of operations.  Most of these matters are claims against its servicing and collection operations by borrowers 
and debtors alleging the violation of state or federal laws in connection with servicing or collection activities 
on such borrower’s or debtor’s student loans.  In addition, PHEAA is routinely named in lawsuits in which 
the plaintiffs allege that PHEAA has violated a federal or state law in the process of collecting their 
accounts. 

In the ordinary course of its business, it is common for PHEAA to receive information and 
document requests and investigative demands from legislative committees and administrative and 
enforcement agencies.  These requests may be informational or regulatory in nature and may relate to 
PHEAA’s business practices, the industries in which it operates, or other companies with whom it conducts 
business.  PHEAA’s practice has been, and currently is, to cooperate with these bodies and to be responsive 
to any such requests.  However, PHEAA may find it necessary to initiate litigation to enforce its rights, to 
protect its business operations and practices or to determine the scope and validity of the rights of such 
bodies.  Litigation is costly and time-consuming, and there can be no assurance that PHEAA’s litigation 
expenses will not be significant in the future or that it will prevail in any such litigation. 

Such inquiries and related information demands increase costs and resources PHEAA must 
dedicate to timely respond to these requests and may, depending on their outcome, result in payments of 
additional amounts of restitution, fines and penalties in addition to those described below under “Consumer 
Protection and Similar Laws.” 

Commonwealth of Massachusetts.  In September 2017, the Attorney General’s Office for the 
Commonwealth of Massachusetts (“MA AG”) commenced litigation against PHEAA in state court in 
Massachusetts, generally alleging that PHEAA’s federal student loan servicing activities violated various 
state and federal consumer protection laws.  After substantial discovery and thorough negotiations, on 
February 9, 2021 the trial court approved a settlement agreement between PHEAA and the MA AG.  Most 
notably, the settlement agreement included no admission of liability, and did not assess any fine or penalty 
against PHEAA.  Instead, PHEAA agreed, upon the submission of a claim-form, to review the accounts of 
federal student loan borrowers in Massachusetts for alleged errors or discrepancies.  To the extent errors 
are discovered, accounts will be adjusted accordingly.  In addition, out of approximately 250,000 federal 
student loan borrowers in Massachusetts, PHEAA agreed to remediate 25 borrowers through account-edits, 
or where edits could not be made, a limited refund of payments received.  PHEAA also agreed to provide 
enhanced quality-assurance reviews for Massachusetts borrowers.  Ultimately, the settlement agreement 
resulted in no financial impact to PHEAA, and the outcome demonstrates PHEAA’s strong commitment to 
assisting borrowers. 

State of New York.  Similar to the Massachusetts litigation described above, on October 3, 2019, 
the Attorney General for the State of New York filed an action against PHEAA in the United States District 
Court for the Southern District of New York.  This action predominantly focuses on PHEAA’s federal 
student loan servicing activities related to federal loans eligible for Public Service Loan Forgiveness 
(“PSLF”), as well as various types of unique deferments and repayment options.  New York alleges 
violations of the Consumer Financial Protection Act, as well as a variety of New York statutory and 
common law claims.  PHEAA strongly disagrees with the allegation of the Complaint.  PHEAA believes 
that the risk of loss is remote and will continue to contest this matter vigorously. 
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Multi District Litigation.  Similar to both actions noted above, several individual borrowers 
previously filed lawsuits against PHEAA and the Department of Education in several different federal 
courts related to PHEAA’s activities as a federal student loan servicer.  These lawsuits challenge PHEAA’s 
servicing activities surrounding PSLF, deferment and forbearance, and loan repayment programs.  These 
actions were previously ordered to be consolidated into one lawsuit to be filed in the United States District 
Court for the Eastern District of Pennsylvania.  In October 2019, the plaintiffs collectively filed their one, 
Amended Complaint which purports to state all claims on behalf of all plaintiffs.  The allegations against 
PHEAA and the Department of Education include a variety of tort-based statutory and common law claims.  
As of the date of this report, PHEAA and the Department of Education have filed their respective Motions 
to Dismiss, which have yet to be adjudicated.  PHEAA believes the risk of loss is remote and will continue 
to contest this matter vigorously. 

Consumer Protection and Similar Laws.  The CFPB has issued regulations subjecting PHEAA to 
the supervision of the CFPB as a “larger participant” (as defined for purposes of the Dodd-Frank Act).  
Applicable regulations provide for the examination and monitoring by the CFPB of larger participants in 
student loan servicing, such as PHEAA, thus giving the CFPB broad authority to examine, investigate, 
supervise, and otherwise regulate PHEAA’s business, including the authority to impose fines and require 
changes with respect to any requirements that the CFPB finds to be unfair, deceptive or abusive.  The CFPB 
seeks to make sure that all relevant federal consumer financial laws are followed by nonbank student loan 
servicers, such as PHEAA, and that such rules are applied to both federal and private student loans, from 
origination through servicing to debt collection.  The CFPB has substantial power and discretion to define 
the rights of consumers and the responsibilities of certain entities, such as PHEAA.  There is continuing 
uncertainty regarding how the CFPB’s strategies and priorities will impact PHEAA’s, and other large 
nonbank student loan servicers’, business and results of operations going forward.  Additionally, the 
Dodd-Frank Act gives the CFPB authority to pursue administrative proceedings and litigation for violations 
of federal consumer financial laws.  In these proceedings, the CFPB can obtain cease and desist orders 
(which can include orders for restitution or rescission of contracts, as well as other kinds of affirmative 
relief) and monetary penalties ranging from $5,000 per day for minor violations of federal consumer 
financial laws (including the CFPB's own rules) to $25,000 per day for reckless violations and $1 million 
per day for knowing violations. Also, where an entity has violated Title X of the Dodd-Frank Act (the 
Consumer Financial Protection Act of 2010) or CFPB regulations under Title X, the Dodd-Frank Act 
empowers state attorneys general and state regulators to bring civil actions for the kind of cease and desist 
orders available to the CFPB (but not for civil penalties). If the CFPB or one or more state or other federal 
officials find that PHEAA or its affiliates have violated the foregoing or other laws, they could exercise 
their enforcement powers in ways that may have a material adverse effect on PHEAA. 

In addition to enforcing consumer financial laws directed at specific loan origination and servicing 
functions, such as loan disclosures and debt collection procedures, the CFPB is directed to prohibit “unfair, 
deceptive or abusive” acts or practices, and to ensure that all consumers have access to fair, transparent and 
competitive markets for consumer financial products and services. The review of services and practices to 
prevent unfair, deceptive or abusive conduct will be a continuing focus of the CFPB, as well as PHEAA’s 
own internal reviews.  Such ongoing internal and regulatory reviews are likely to result in changes in 
PHEAA’s policies and practices, increased costs related to regulatory oversight, compliance, supervision 
and examination and may result in regulatory actions, including civil monetary penalties. 

Since 2013, the CFPB has been a party to numerous public enforcement actions, either 
independently or in conjunction with other federal and state enforcement agencies, to enforce consumer 
protection laws within its jurisdiction or to support consumer protection efforts nationwide.  The CFPB has 
also been investigating, based on potentially problematic practices identified by the CFPB or reported by 
consumers or others or investigations transferred to the CFPB by regulators or other federal agencies, 
potential violations of federal consumer financial laws.  Potential penalties are significant, and several large 
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settlements have been entered into by the CFPB and/or other federal and state agencies with, among others, 
consumer loan originators, servicers and other consumer credit businesses. 

Because such supervision and enforcement authority continues to be subject to intensive 
rulemaking and public comment, which may result in further regulations and/or regulatory interpretations, 
PHEAA is unable to predict the final form that this regulatory regime will take or the ultimate effect such 
supervision or required examinations or enforcement actions, if any, could have on PHEAA’s operations.  
PHEAA’s operational expenses will likely increase to address new or additional compliance requirements 
that could be imposed on PHEAA’s operations as a result of these developments and CFPB supervision 
and examination and, depending on their outcome, result in payments of additional amounts of restitution, 
fines and penalties in addition to those described above. 

In response to the evolving regulatory environment, PHEAA has enhanced its compliance 
management system, has conducted and continues to conduct internal reviews, and has engaged outside 
firms to assist in compliance and risk assessments.  This initiative has enabled PHEAA to better identify 
deficiencies in its existing processes, policies and procedures.  PHEAA has made a commitment to continue 
to dedicate significant resources to address and remediate any deficiencies it has identified as well as those 
which may be identified as a result of future reviews and assessments.  Notwithstanding such efforts, it is 
possible that PHEAA may be found to be out of compliance with certain laws applicable to servicing or 
originating student loans, including the Financed Eligible Loans.  Although management of PHEAA does 
not believe any such deficiencies would materially and adversely affect the ability of PHEAA to perform 
its obligations as a servicer, such an outcome cannot be assured. 

COVID-19 Pandemic.  An outbreak of a new coronavirus, detected in China in December 2019, 
spread internationally in the first quarter of calendar year 2020 causing widespread disruption of the global 
economy and a rise in market volatility.  Health officials have declared this to be a pandemic.  The course 
of the pandemic and its ultimate effect on the United States, the global economy and markets are not fully 
known at this time.  Management’s evaluation is ongoing and it is not possible to predict the extent of the 
effect that the pandemic may have on PHEAA’s financial position as the financial environment continues 
to change. 

PHEAA Servicing Agreement.  The PHEAA Servicing Agreement was executed as of October 1, 
2002, and has been amended from time to time.  Pursuant to the PHEAA Servicing Agreement, PHEAA 
agrees to service loans for entities for which the Administrator is required to provide servicing for such 
loans, including the Financed Eligible Loans, in accordance with the Higher Education Act, all rules, 
regulations, instructions or procedures issued by the Secretary or by a Guaranty Agency with respect to 
Financed Eligible Loans insured by it, directives pertaining to the Higher Education Act, and all applicable 
Guaranty Agency program requirements, as may be in effect from time to time when published in final 
form. 

All funds received by PHEAA with respect to any Financed Eligible Loan, whether attributable to 
principal or interest or late fees shall be received in trust for the benefit of the Administrator (and the Issuer) 
and will be deposited in a PHEAA-owned and maintained clearing account.  Within two (2) business days 
of PHEAA’s identification of funds from a borrower on a Financed Eligible Loan, all available funds 
collected and not in dispute will be electronically transmitted to the Collection Fund. 

In consideration for its services pursuant to the PHEAA Servicing Agreement, PHEAA is 
compensated in accordance with the fee schedule provided in the PHEAA Servicing Agreement, as it may 
be amended from time to time.  See the caption “FEES AND EXPENSES” herein. 
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PHEAA agrees to pay for any claim, loss, liability or expense, including reasonable attorney’s fees, 
arising out of or relating to the PHEAA‘s acts or omissions with respect to the services provided under the 
PHEAA Servicing Agreement, where the final determination of liability on the part of PHEAA is 
established by an arbitrator, by a court of law or by way of settlement (either before or after litigation) 
agreed to by PHEAA; provided however, that for Financed Eligible Loans that were first disbursed on or 
after October 1, 1993, PHEAA’s liability for a Financed Eligible Loan is limited to the amount that would 
have been paid by the Guaranty Agency.  The maximum liability on the part of PHEAA under the PHEAA 
Servicing Agreement for all losses incurred on the student loans, including the Financed Eligible Loans, 
serviced by PHEAA as a result of servicing deficiencies shall not exceed twenty five percent (25%) of the 
total dollar value of such student loans serviced by PHEAA.  If liability is established on the part of PHEAA, 
and the Financed Eligible Loan is known to be incurable, PHEAA shall remit payment to Administrator 
within sixty (60) days of liability being established.  If liability is established on the part of PHEAA, and 
the Financed Eligible Loan may be curable, PHEAA shall have twelve (12) months to affect a cure on that 
Financed Eligible Loan.  If a cure is not obtained within the twelve (12) month period, unless otherwise 
agreed upon in writing, PHEAA shall remit payment to Administrator within sixty (60) days.  The 
Administrator agrees to pay for any claim, loss, liability or expense, including reasonable attorney's fees 
and court costs, arising out of or relating to the Administrator’s acts or omissions with respect to the 
Financed Eligible Loans where the final determination of liability on the part of the Administrator is 
established by an arbitrator, by a court of law or by way of settlement (either before or after litigation) 
agreed to by the Administrator. 

The PHEAA Servicing Agreement continues until such time as the principal of and interest on the 
student loans, including the Financed Eligible Loans, which are subject to the PHEAA Servicing Agreement 
are paid in full unless terminated by either party as described below.  The PHEAA Servicing Agreement 
may be terminated at the option of the Administrator upon the occurrence of any of the following:  (a) any 
of the representations or warranties made in or pursuant to the PHEAA Servicing Agreement are not true 
or erroneous in any material respect; (b) PHEAA’s failure to perform or observe any of the provisions or 
covenants of the PHEAA Servicing Agreement in any material respect; (c) if PHEAA shall (i) discontinue 
business, or (ii) generally not pay its debts as such debts become due, or (iii) make a general assignment 
for the benefit of creditors, or (iv) admit by answer, default or otherwise the material allegations of petitions 
filed against it in any bankruptcy, reorganization, insolvency or other proceedings (whether federal or state) 
relating to relief of debtors, or (v) suffer or permit to continue unstayed and in effect for thirty (30) 
consecutive days, any judgement, decree or order, entered by a court of competent jurisdiction, which 
approves a petition seeking its reorganization or appoints a receiver, custodian, trustee, interim trustee or 
liquidator for itself or all or a substantial part of its assets, or (vi) assign the PHEAA Servicing Agreement 
without the written consent of the Administrator; or (vii) take or omit any action in order thereby to affect 
any of the foregoing; (d) PHEAA’s failure to indemnify the Administrator for servicing errors as described 
above; or (e) proposed increases in PHEAA’s servicing fees.  ln the events described in clauses (a) and (b) 
above, PHEAA has the right to cure any such breach or error within ninety (90) days of written notice from 
the Administrator.  In the event PHEAA is unable to cure such breach and the PHEAA Servicing Agreement 
is terminated pursuant to clause (a), (b), (c) or (d) above, there will be no charges for early termination.  In 
the event the PHEAA Servicing Agreement is terminated prior to the end of the initial term for any reason 
other than stated above, including pursuant to clause (e) above, the Administrator will be responsible for 
the payment of early termination fees. 

The PHEAA Servicing Agreement may be terminated at the option of PHEAA upon the occurrence 
of any of the following:  (a) the Administrator’s failure to perform or observe any of the material provisions 
or covenants of the PHEAA Servicing Agreement which affect PHEAA’s ability to perform; (b) if the 
Administrator shall (i) discontinue business, or (ii) generally not pay its debts as such debts become due, or 
(iii) make a general assignment for the benefit of creditors, or (iv) admit by answer, default or otherwise 
the material allegations of petitions filed against it in any bankruptcy, reorganization, insolvency or other 
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proceeding (whether federal or state) relating to relief of debtors, or (v) suffer or permit to continue unstayed 
and in effect for thirty (30) consecutive days, any judgement, decree or order, entered by a court of 
competent jurisdiction, which approves a petition seeking its reorganization or appoints a receiver, 
custodian, trustee, interim trustee or liquidator for itself or all or a substantial part of its assets, or (vi) take 
or omit any action in order thereby to affect any of the foregoing; or (c) failure of the Administrator to pay 
the fees of PHEAA.  The Administrator has the right to cure any breach or error described in clause (a) 
above to PHEAA’s satisfaction within ninety (90) days of written notice from PHEAA.  In the event 
PHEAA terminates the PHEAA Servicing Agreement for any reason other than stated above, PHEAA will 
be responsible for the payment of early termination fees to the Administrator and there will be no charge to 
the Administrator for early termination. 

PHEAA will serve as bailee for the promissory notes evidencing the Financed Eligible Loans and 
the other documentation relating thereto, and PHEAA agrees to hold such loan documentation as bailee for 
the Trustee under the terms and conditions of the PHEAA Servicing Agreement. 

The PHEAA Servicing Agreement and all the rights and obligations of PHEAA thereunder may 
not be assigned or subcontracted by PHEAA without the prior written consent of the Administrator which 
consent shall not be unreasonably withheld; provided however, PHEAA may subcontract for skiptracing 
purposes without such consent. 

Nelnet Servicing, LLC 

The following information has been furnished by Nelnet Servicing, LLC for use in this Offering 
Memorandum.  Neither the Issuer nor the Underwriter makes any guarantee or any representation as to 
the accuracy or completeness thereof or the absence of material adverse change in such information or in 
the condition of Nelnet Servicing, LLC subsequent to the date hereof. 

Nelnet Servicing, LLC.  Nelnet Servicing, LLC (“Nelnet Servicing”), a Nebraska limited liability 
company, is acting as a Subservicer for a portion of the Financed Eligible Loans.  Nelnet Servicing is a 
subsidiary of Nelnet, Inc. (“Nelnet”).  Nelnet is an education services company focused primarily on 
providing fee-based processing services and quality education related products and services in four core 
areas: loan financing, loan servicing, payment processing, and enrollment services (education planning).  
These products and services help students and families plan, prepare, and pay for their education and make 
the administrative and financial processes more efficient for schools and financial organizations.  Nelnet 
ranks among the nation’s leaders in student loan assets originated, held and serviced, principally consisting 
of loans originated under Federal Family Education Loan Program and the Federal Direct Loan Program. 

Nelnet offers a broad range of pre-college, in college and post-college products and services that 
help students and families plan and pay for their education and plan their careers.  Nelnet’s products and 
services are designed to simplify the education planning and financing process and provide value to 
customers throughout the education life cycle. 

Nelnet Servicing provides for the servicing of Nelnet’s student loan portfolio and the portfolios of 
third parties.  The loan servicing activities include loan origination activities, loan conversion activities, 
application processing, borrower updates, payment processing, due diligence procedures and claim 
processing.  These activities are performed internally for Nelnet’s portfolio in addition to generating 
external fee revenue when performed for third party clients.  Nelnet Servicing uses proprietary systems to 
manage the servicing process.  These systems provide for automated compliance with most of the federal 
student loan regulations adopted under the Higher Education Act. 
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Nelnet began its education loan servicing operations on January 1, 1978, and provides, through its 
subsidiaries, student loan servicing that includes application processing, underwriting, fund disbursement, 
customer service, account maintenance, federal reporting and billing, payment processing, default aversion, 
claim filing and delinquency servicing services.  These activities are performed internally for Nelnet’s 
portfolio and for third party clients.  Nelnet has offices located in, among other cities, Aurora, Colorado, 
Madison, Wisconsin and Lincoln, Nebraska, and as of December 31, 2020, employed approximately 6,500 
employees.  As of December 31, 2020, Nelnet’s subsidiaries serviced approximately $490.2 billion of loans.  
Nelnet Servicing’s due diligence schedule is conducted through automated letter generation.  Telephone 
calls are made using automatic dialing systems where available and appropriate pursuant to applicable law.  
All functions are monitored by an internal quality control system to ensure their performance.  Compliance 
training is provided on both centralized and unit level basis.  In addition, Nelnet Servicing has distinct 
compliance and internal auditing departments whose functions are to advise on and coordinate 
implementations of compliance measures, and to then independently test those compliance measures. 

Nelnet Servicing and Great Lakes Educational Loan Services, Inc. (“Great Lakes,” a subsidiary of 
Nelnet) are two of four large private sector companies (referred to as Title IV Additional Servicers, or 
“TIVAS”) that were awarded student loan servicing contracts by the Department of Education in June 2009 
to provide additional servicing capacity for loans owned by the Department of Education.  The Department 
of Education also has contracts with 31 not for profit (“NFP”) entities to service student loans, although 
currently five NFP servicers service the volume allocated to these 31 entities.  As of December 31, 2020, 
Nelnet Servicing was servicing $191.7 billion of student loans for 5.6 million borrowers under its contract 
with the Department of Education, and Great Lakes was servicing $251.6 billion of student loans for 7.6 
million borrowers under its contract with the Department of Education. 

In its capacity as a servicer or subservicer of FFELP student loans, Nelnet submits default claims 
to guaranty agencies that guarantee the payment of principal and interest of such student loans.  See 
“APPENDIX A—DESCRIPTION OF THE FEDERAL FAMILY EDUCATION LOAN PROGRAM—
Insurance and Guarantees” hereto.  A default claim package must include all information and 
documentation required under the FFELP regulations and the guaranty agency’s policies and procedures.  
Under certain circumstances, a guaranty agency may reject a default claim.  Set forth below is a table 
showing Nelnet’s gross claim rejection ratio for the calendar years listed.  The gross claim rejection ratio 
is determined by dividing the total dollar amount of claims rejected by the total dollar amount of claims 
submitted.  The ratios set forth below reflect Nelnet’s experience on its entire FFELP servicing portfolio 
and include claims that are rejected upon initial submission, even if such claims are subsequently paid by 
the guaranty agency. 

Calendar Year % Gross Rejects 

2020 0.17% 
2019 0.03 
2018 0.06 

 

Nelnet Servicing’s principal offices are located at 121 South 13th Street, Suite 100, Lincoln, 
Nebraska 68508, and its telephone number is (402) 458-2370. 

Nelnet’s most recent audited financial reports are available at www.nelnetinvestors.com, which 
information and website are not part of, and are not incorporated by reference into, this Offering 
Memorandum. 

Nelnet Servicing Agreement.  The Nelnet Servicing Agreement was executed as of March 1, 2014, 
and has been amended from time to time.  Pursuant to the Nelnet Servicing Agreement, Nelnet Servicing 
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agrees to service loans for entities for which the Administrator is required to provide servicing for such 
loans, including the Financed Eligible Loans, in accordance with standard industry practice and in 
compliance with the Higher Education Act, any regulations, rules, policies or procedures promulgated by 
a Guaranty Agency or the Secretary, including, without limitation, each applicable Guarantee Agreement, 
and all other applicable laws, rules or regulations. 

Nelnet Servicing will endeavor to collect or cause to be collected and no later than two business 
days after receipt and identification, pay over to the Collection Fund all payments of principal and interest 
on all Finances Eligible Loans, and payments from Guaranty Agencies and the Secretary.  Payments 
received by Nelnet Servicing which are not readily identified as payments on account of a particular 
Finances Eligible Loan will be promptly and diligently researched and processed, and to the extent 
additional information is needed in order to process the payment, Nelnet Servicing will endeavor to obtain 
such information from the borrower(s). 

In consideration for its services pursuant to the Nelnet Servicing Agreement, Nelnet Servicing is 
compensated in accordance with the fee schedule provided in the Nelnet Servicing Agreement, as it may 
be amended from time to time.  See the caption “FEES AND EXPENSES” herein. 

If Nelnet Servicing takes or fails to take any action in connection with servicing responsibilities 
under the Nelnet Servicing Agreement (whether or not such action or inaction amounts to negligence) which 
causes any Financed Eligible Loan subject to the Nelnet Servicing Agreement to be denied the benefit of 
any applicable guarantee, Nelnet Servicing shall have a reasonable time to cause such benefits of the 
guarantee to be reinstated.  If such benefits are not reinstated within twelve (12) months of denial by the 
Guaranty Agency, Nelnet Servicing will arrange for the Issuer to be funded an amount equal to what the 
Guaranty Agency would have paid on such Financed Eligible Loan plus any interest that accrued on the 
Financed Eligible Loan during the cure period and the Finance Eligible Loan will be transferred to another 
“Eligible Lender” as defined in the Higher Education Act.  The Administrator is required to indemnify and 
hold Nelnet Servicing harmless from and against all claims, liabilities, losses, damages, costs and expenses 
(including reasonable attorney's fees) asserted against or incurred by Nelnet Servicing as a result of Nelnet 
Servicing complying with any written instruction or directive by the Administrator. 

Subject to the termination provisions described below, the Nelnet Servicing Agreement will 
continue in force with respect to each student loan, including the Financed Eligible Loan, serviced 
thereunder until such student loan is (i) paid in full by the Borrower or Guaranty Agency or (ii) written off 
or otherwise forgiven.  The Nelnet Servicing Agreement may be terminated:  (a) if Nelnet Servicing is 
rendered unable, wholly or in part, by a force outside the control of the parties (including but not limited to 
acts of God, strikes, lockouts, riots, acts of war, epidemics, fire, communication line or power failures, 
earthquakes or other disasters) to carry out its obligations under the Nelnet Servicing Agreement; (b) if full 
payment is not received by the Nelnet Servicing within sixty (60) days of receipt by the Administrator of 
the Nelnet Servicing ’s billing statement (subject to a twenty (20) day cure period); (c) if (i) there exists a 
material breach by either party, or (ii) any bankruptcy, insolvency, reorganization, readjustment of debt, 
dissolution, liquidation of debt (as the foregoing relates to a bankruptcy or insolvency) or other insolvency 
proceeding is commenced (which is not dismissed within ninety (90) days); or (d) if there is a change of 
control of Nelnet Servicing, and the Administrator in good faith believes the change of control will have a 
material adverse effect on the Administrator or the Issuer. 

In connection with the performance of its duties under the Nelnet Servicing Agreement, Nelnet 
Servicing may, in its sole discretion and expense, employ such third parties, including, without limitation, 
appraisers, consultants, attorneys, accountants and others as Nelnet Servicing deems necessary or 
appropriate to carry out the purposes of, and to fulfill its obligations and duties under the Nelnet Servicing 
Agreement 
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If the Nelnet Servicing Agreement is terminated (other than due to a breach or bankruptcy by Nelnet 
Servicing), then the Administrator shall be responsible for paying deconversion fees, if any, from the 
effective date of such termination until all Financed Eligible Loans are removed from Nelnet Servicing’s 
servicing system; provided, however, that such deconversion fees or costs billed to the Administrator shall 
not exceed amounts permissible for such activities pursuant to the Indenture. 

For all of the Financed Eligible Loans for which the Nelnet Servicing holds or may hold possession, 
if any, Nelnet Servicing acknowledges:  (a) Nelnet Servicing holds the Loans exclusively and solely as 
custodian and bailee for the Trustee; and (b) it has received notification of the security interest of the Trustee 
in the Financed Eligible Loans and acknowledges that it holds and will hold possession of the Financed 
Eligible Loans for the Trustee’s benefit pursuant to Section 9-313 of the UCC.  Nelnet Servicing agrees to 
execute any document upon reasonable request of the Administrator or the Trustee indicating and 
confirming its possession of the documentation with respect to such Financed Eligible Loans as bailee on 
behalf of the Trustee.  The promissory notes evidencing the Financed Eligible Loans, together with other 
materials included in student loan files pledged to the Trustee under the Indenture, are held by Nelnet 
Servicing, as custodian, for the benefit of the Issuer and the Trustee pursuant to the Nelnet Servicing 
Agreement and that certain Bailment Notice and Acknowledgement (as supplemented and amended, the 
“Bailment Notice and Acknowledgement”), among the Issuer, the Trustee and Nelnet Servicing. 

The Nelnet Servicing Agreement may not be assigned by either party without the prior written 
consent of the other party, which consent shall not be unreasonably withheld, provided, Nelnet Servicing 
may assign the Nelnet Servicing Agreement or delegate any obligation hereunder, to any affiliate of Nelnet 
Servicing with reasonable notice to the Administrator. 

GUARANTY AGENCIES 

All of the Financed Eligible Loans expected to be financed with proceeds of the Notes offered 
hereby are loans guaranteed (with respect to payments of principal and interest) by a Guaranty Agency and 
reinsured by the Secretary under the Higher Education Act.  The Guarantee provided by a Guaranty Agency 
is an obligation solely of that Guaranty Agency and is not supported by the full faith and credit of the federal 
or any state government.  However, the Higher Education Act provides that if the Secretary determines that 
a Guaranty Agency is unable to meet its insurance obligations, the Secretary shall assume responsibility for 
all functions of that Guaranty Agency under its loan insurance program.  Additional discussion that relates 
to Guaranty Agencies generally under the FFEL Program is included in “APPENDIX A—DESCRIPTION 
OF THE FEDERAL FAMILY EDUCATION LOAN PROGRAM.” 

In the issuance of Guarantees on loans, each Guaranty Agency is required to review loan 
applications to verify the completion of required information.  In addition, each Guaranty Agency is 
required to make a determination that the applicant has not borrowed amounts in excess of those permitted 
under the Higher Education Act.  In addition to the Guaranty Agencies described below, the Indenture 
provides that Financed Eligible Loans may be guaranteed by any entity authorized to guarantee student 
loans under the Higher Education Act and with which the Issuer has entered into a Guarantee Agreement. 

As of the Statistical Cut-Off Date (and based on the outstanding principal balances of the Financed 
Eligible Loans as of such date), of the Financed Eligible Loans to be held in the Trust Estate created under 
the Indenture, approximately: 

—49.08% are guaranteed by PHEAA; 

—22.49% are guaranteed by the Massachusetts Higher Education Assistance Corporation d/b/a 
American Student Assistance (“ASA”); 
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—21.92% are guaranteed by Ascendium Education Solutions, Inc. (f/k/a Great Lakes Higher 
Education Guaranty Corporation); and 

—the remaining approximately 6.52% are guaranteed by other Guaranty Agencies (each such 
Guaranty Agency guarantees less than 10% of the Financed Eligible Loans as of the Statistical Cut-Off 
Date). 

The following is certain additional information with respect to the Guaranty Agencies which are 
expected to guarantee at least 10% of the Financed Eligible Loans held under the Indenture. 

Information Regarding PHEAA 

The following information has been furnished by PHEAA for use in this Offering Memorandum.  
The Issuer makes no guarantee or representation as to the accuracy or completeness thereof or the absence 
of material adverse change in such information or in the condition of PHEAA subsequent to the date hereof. 

Pennsylvania Higher Education Assistance Agency (“PHEAA”) is a body corporate and politic 
constituting a public corporation and government instrumentality created pursuant to the Pennsylvania Act 
of August 7, 1963, P.L. 549, as amended (the “Pennsylvania Act”).  For further information on PHEAA, 
see the caption “SERVICING OF THE FINANCED ELIGIBLE LOANS—Pennsylvania Higher Education 
Assistance Agency—PHEAA” herein. 

PHEAA has been guaranteeing student loans since 1964.  As of March 31, 2021, PHEAA has 
guaranteed a total of approximately $48.8 billion principal amount of Stafford Loans, $7.9 billion principal 
amount of PLUS and SLS Loans, and $52.1 billion principal amount of Consolidation Loans under the 
Higher Education Act.  PHEAA initially guaranteed loans only to residents of the Commonwealth of 
Pennsylvania (the “Commonwealth”) or persons who planned to attend or were attending eligible education 
institutions in the Commonwealth.  In May 1986, PHEAA began guaranteeing loans to borrowers who did 
not meet these residency requirements pursuant to its national guarantee program.  Under the Pennsylvania 
Act, guarantee payments on loans under PHEAA’s national guarantee program may not be paid from funds 
appropriated by the Commonwealth. 

Effective April 1, 2013, PHEAA was designated as the guarantor for the State of Georgia.  PHEAA 
accepted the transfer and assignment of the rights, duties and responsibilities as a Guaranty Agency under 
the Federal Family Education Loan Program from the Georgia Higher Education Assistance Corporation’s 
(GHEAC), the previous designated guarantor for the State of Georgia.  As a result, PHEAA accepted the 
transfer and assignment of student loans with an aggregate of $687.8 million in original principal, net of 
cancellations.  All percentages and results for PHEAA in the charts below for periods of activity after 
April 1, 2013, include the impact of the additional guaranty volume received in the transfer. 

PHEAA has adopted a default prevention program consisting of (i) informing new borrowers of 
the serious financial obligations incurred by them and stressing the financial and legal consequences of 
failure to meet all terms of the loan, (ii) working with institutions to make certain that student borrowers 
are enrolled in sound education programs and that the proper individual enrollment records are being 
maintained, (iii) assisting lenders with operational programs to ensure sound lending policies and 
procedures, (iv) maintaining up-to-date student status and address records of all borrowers in the guaranty 
program, (v) initiating prompt collection actions with borrowers who become delinquent on their loans, do 
not establish repayment schedules or “skip,” (vi) taking prompt action, including legal action and 
garnishment of wages, to collect on all defaulted loans, and (vii) adopting a general policy that no loan will 
be automatically “written off.”  Since the loan servicing program was initiated in 1974, PHEAA has never 
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exceeded an annual default claims percentage of 5 percent and, as a result, federal reimbursement for default 
claims has thus far been at the maximum federal reimbursement level. 

For the last five federal fiscal years (ended September 30), the annual default claims percentages 
have been as follows: 

Federal Fiscal Year Annual Default Claims 

2016 0.46% 
2017 0.59 
2018 1.10 
2019 1.49 
2020 0.82 

 

As of March 31, 2021, PHEAA had total federal reserve fund assets of approximately $93.0 million.  
Through March 31, 2021, the outstanding amount of original principal on loans that had been directly 
guaranteed by PHEAA and loans transferred from GHEAC under the Federal Family Education Loan 
Program was approximately $16.4 billion.  In addition, as of March 31, 2021, PHEAA had total assets of 
$4.1 billion, which does not include Federal Reserve Fund assets. 

Guarantee Volume.  PHEAA’s new origination guaranty volume (the approximate aggregate 
principal amount of federally reinsured education loans, including PLUS Loans but excluding federal 
consolidation loans) was zero for each of the last five federal fiscal years (ended September 30). 

Reserve Ratio.  Under current law, PHEAA is required to manage the Federal Fund so net assets 
are greater than 0.25% of the original principal balance of outstanding guarantees.  The table below shows 
the reserve ratio for PHEAA for the last five federal fiscal years (ended September 30): 

Federal Fiscal Year Reserve Ratio 

2016 0.37% 
2017 0.50 
2018 0.60 
2019 0.56 
2020 0.61 

 
The table displays PHEAA’s calculation of the reserve ratio on a regulatory basis of accounting.  Each year 
the reserve ratio includes an adjustment for gain contingencies not recognized under generally accepted 
accounting principles. 

Recovery Rates.  A guarantor’s recovery rate, which provides a measure of the effectiveness of the 
collection efforts against defaulting borrowers after the guarantee claim has been satisfied, is determined 
for each year by dividing the current year collections by the total outstanding claim portfolio for the prior 
fiscal year. 

The recovery rate decreased in 2020 due to the decrease in recoveries as a result of the COVID-19 
Pandemic.  The CARES Act provided an interest reprieve and implemented an automatic forbearance 
effective March 2020, for any borrower with a student loan held by the Department of Education.  PHEAA 
took into account this guidance and addressed management of the default portfolio by suspending active 
garnishments and ceased referral of accounts to outside collection vendors.  In addition, PHEAA suspended 
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the series of standard default due diligence letters hence accounts were treated as deferred from further 
collections effective March 2020.  PHEAA also limited outbound calls to borrowers. 

The table below shows the cumulative recovery rates for PHEAA for the five federal fiscal years 
(ended September 30): 

Federal Fiscal Year Recovery Rates 

2016 28.35% 
2017 28.96 
2018 25.82 
2019 27.48 
2020 23.91 

 

Information Regarding ASA 

The following information has been furnished by ASA, as a guaranty agency, for use in this Offering 
Memorandum.  Neither the Issuer nor the Underwriter makes any guarantee or any representation as to 
the accuracy or completeness thereof or the absence of material adverse change in such information or in 
the condition of ASA subsequent to the date hereof. 

Massachusetts Higher Education Assistance Corporation, doing business as American Student 
Assistance (“ASA”), a not-for-profit corporation organized in 1956, will guarantee a portion of the 
Financed Student Loans.  ASA is one of the oldest and largest guaranty agencies in the United States, and 
is the designated guarantor for the Commonwealth of Massachusetts and the District of Columbia.  Since 
1956, ASA has been a provider of higher education financing products and services to students, parents, 
schools and lenders across the country.  ASA guarantees more than $16 billion in outstanding (non-ASA 
held) loans as of September 30, 2020.  Originally created by the General Court of the Commonwealth of 
Massachusetts as Massachusetts Higher Education Assistance Corporation, ASA currently acts on behalf 
of the U.S. Department of Education to ensure that the public policy purposes and regulatory requirements 
of the FFEL Program are met.  ASA has its principal offices located at 33 Arch Street, Boston, MA 02114. 

Guaranty Volume.  As a result of the Health Care and Education Reconciliation Act of 2010, all 
new loans guaranteed and disbursed under the FFEL Program were eliminated as of July 1, 2010.  Instead, 
the federal government directly makes federal student loans for higher education, rather than insuring 
federal student loans made by private lenders and guaranteed by a guaranty agency such as ASA.  As such, 
under current law, no new FFEL Program guaranty volume has occurred since July 1, 2010.  However, 
ASA will continue to perform its obligations as the guaranty agency for the remaining outstanding loan 
portfolio. 

The information in the following tables has been provided by ASA from reports provided by or to 
the U.S. Department of Education.  No representation is made by ASA as to the accuracy or completeness 
of the information. 
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Recovery Rates.  A Guarantee Agency’s recovery rate, which provides a measure of the 
effectiveness of the collection efforts against defaulting borrowers after the guarantee claim has been 
satisfied, is determined by dividing the aggregate amount recovered from borrowers by the aggregate 
amount of default claims paid by the Guarantee Agency.  The table below sets forth the recovery rates for 
ASA as taken from the U.S. Department of Education Guarantee Agency Financial Report form 2000, for 
each of the last five federal fiscal years: 

Federal Fiscal Year 
(Ending September 30) 

Cumulative 
Recovery Rate 

2016 86.8% 
2017 89.8 
2018 92.3 
2019 94.8 
2020 95.9 

 

Reserve Ratio.  A Guarantee Agency’s reserve ratio is determined by dividing the sum of its Federal 
Reserve Fund balance plus certain allowances and other non-cash charges by the original principal amount 
of loans outstanding.  ASA’s reserve ratio for the last five federal fiscal years ending September 30 is as 
follows: 

Federal Fiscal Year 
(Ending September 30) Reserve Ratio 

2016 0.298% 
2017 
2018 
2019 

0.311 
0.308 
0.321 

2020 0.340 

 
Claims Rate.  ASA’s claims rate represents the percentage of loans in repayment at the beginning 

of a federal fiscal year which defaulted during the ensuing federal fiscal year, net of repurchases, refunds 
and rehabilitations.  For the federal fiscal years 2016-2020, ASA’s claims rate has not exceeded 5%, and 
as a result, all claims of ASA have been fully reimbursed at the maximum allowable level by the U.S. 
Department of Education.  See the description or summary of the FFEL Program herein for more detailed 
information concerning the FFEL Program.  Nevertheless, there can be no assurance the Guarantee 
Agencies will continue to receive full reimbursement for such claims.  The following table sets forth the 
claims rate of ASA for the last five federal fiscal years: 

Federal Fiscal Year 
(Ending September 30) Claims Rate 

2016 0.5% 
2017 
2018 
2019 

0.5 
0.4 
0.3 

2020 0.7 
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Net Loan Default Claims.  The following table sets forth the dollar value of default claims paid, net 
of repurchases, refunds and rehabilitations for the last five ASA fiscal years. 

ASA Fiscal Year 
(Ending June 30) 

Default Claims 
(Dollars in Millions) 

2016 $138 
2017 115 
2018 127 

 

ASA Fiscal Year 
(Ending December 31) 

Default Claims 
(Dollars in Millions) 

2018 (Stub) $6 
2019 104 
2020 68 

 

Default Recoveries.  The following table sets forth the amount of recoveries returned to the U.S. 
Department of Education for the last five ASA fiscal years. 

ASA Fiscal Year 
(Ending June 30) 

Default Recoveries 
(Dollars in Millions) 

2016 $561 
2017 499 
2018 382 

 

ASA Fiscal Year 
(Ending December 31) 

Default Recoveries 
(Dollars in Millions) 

2018 (Stub) $164 
2019 308 
2020 159 

 

Information Regarding Ascendium 

The following information has been furnished by Ascendium, as a guaranty agency, for use in this 
Offering Memorandum.  Neither the Issuer nor the Underwriter makes any guarantee or any representation 
as to the accuracy or completeness thereof or the absence of material adverse change in such information 
or in the condition of Ascendium subsequent to the date hereof. 

Ascendium Education Solutions, Inc. f/k/a Great Lakes Higher Education Guaranty Corporation 
(“Ascendium”) is a Wisconsin nonstock, nonprofit corporation, the sole member of which is Ascendium 
Education Group, Inc. f/k/a Great Lakes Higher Education Corporation (“Ascendium Education Group”).  
Ascendium’s predecessor organization, Ascendium Education Group, was organized as a Wisconsin 
nonstock, nonprofit corporation and began guaranteeing student loans under the Higher Education Act in 
1967.  Ascendium is the designated guaranty agency under the Higher Education Act for Wisconsin, 
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Arkansas, Iowa, Minnesota, Montana, North Dakota, Ohio, South Dakota, Puerto Rico and the Virgin 
Islands.  On January 1, 2002, Ascendium Education Group (and Ascendium directly and through its support 
services agreement with Ascendium Education Group), outsourced certain aspects of its student loan 
program guaranty support operations to Great Lakes Educational Loan Services, Inc. (“GLELSI”).  
Ascendium continues as the “guaranty agency” as defined in Section 435(j) of the Higher Education Act 
and continues its default aversion, claim purchase and compliance, collection support and federal reporting 
responsibilities as well as custody and responsibility for all revenues, expenses and assets related to that 
status.  The primary operations center for Ascendium Education Group and its affiliates (including 
Ascendium) is in Madison, Wisconsin, which includes operational staff offices for guaranty functions.  
Ascendium also maintain offices in; Eagan, Minnesota; Aberdeen, South Dakota; and Indianapolis, Indiana.  
Ascendium will provide a copy of Ascendium Education Group’s most recent consolidated financial 
statements on receipt of a written request directed to 2501 International Lane, Madison, Wisconsin 53704, 
Attention: Chief Financial Officer. 

United Student Aid Funds, Inc. (“USAF”) was organized as a private, nonprofit corporation under 
the General Corporation Law of the State of Delaware in 1960.  USAF (i) maintained facilities for the 
provision of guarantee services with respect to approved education loans made to or for the benefit of 
eligible students attending approved educational institutions; (ii) guaranteed education loans made pursuant 
to certain loan programs under the Higher Education Act, as well as loans made under certain private loan  
programs; and (iii) served as the designated guarantor for education-loan programs under the Higher 
Education Act of 1965, as amended (the “Act”) in Arizona, Hawaii and certain Pacific Islands, Indiana, 
Kansas, Maryland, Mississippi, Nevada and Wyoming. 

USAF was the sole member of the Northwest Education Loan Association (“NELA”), a guarantor 
serving the states of Washington, Idaho and the Northwest.  Ascendium Education Group became a member 
of USAF effective January 1, 2017. 

Effective as of December 31, 2018, NELA was dissolved, with its remaining assets going to its sole 
member, USAF.  Immediately thereafter, USAF was merged into Ascendium.  Thus, the portfolios 
previously held by USAF and NELA are now held by Ascendium. 

The information in the following tables has been provided to the Issuer from reports provided by 
or to the U.S. Department of Education and has not been verified by the Issuer, Ascendium, or the 
Underwriter.  No representation is made by the Issuer, Ascendium, or the initial purchasers as to the 
accuracy or completeness of this information.  Prospective investors may consult the U.S. Department of 
Education Data Books and Web sites http://www2.ed.gov/finaid/prof/resources/data/opeloanvol.html and 
http://www.fp.ed.gov/pubs.html for further information concerning Ascendium or any other guaranty 
agency.  Such websites are not incorporated into this Offering Memorandum. 

Guaranty Volume.  Pursuant to the SAFRA Act, part of the Health Care and Education 
Reconciliation Act of 2010, Ascendium, the former USAF, and the former NELA ceased issuing new loan 
guarantees on June 30, 2010.  The most recent year for which the U.S. Department of Education has issued 
guaranty volume information is 2009.  Ascendium issued $7.0 billion in new loan guarantees in that year. 

  



 

 67 

Reserve Ratio.  The reserve ratios for Ascendium, the former USAF and the former NELA are as 
follows: 

The Ascendium Portfolio* 

Following are Ascendium’s reserve fund levels as calculated in accordance with 34 CFR 
682.410(a)(10) for the last five federal fiscal years: 

Federal Fiscal Year 
Federal Guaranty 

Reserve Fund Level1 

2016 1.37% 
2017 1.80 
2018 2.21 
2019 0.64 
2020 0.96 

 

The U.S. Department of Education’s website has posted reserve ratios for Ascendium for federal 
years 2016, 2017, 2018, 2019 and 2020 of  0.608%, 0.827%, 1.000%, 1.480%, 0.49% and 0.59% 
respectively.  Ascendium believes the Department of Education has not calculated the reserve ratio in 
accordance with the Act and the correct ratio should be 1.37%, 1.80%, 2.21%, 0.64% and 0.96% 
respectively, as shown above and as explained in the following footnote.  On November 17, 2006, the U.S. 
Department of Education advised Ascendium that beginning in Federal Fiscal Year 2006 it will publish 
reserve ratios that include loan loss provision and deferred revenues.  Ascendium believes this change more 
closely approximates the statutory calculation.  According to the U.S. Department of Education, available 
cash reserves may not always be an accurate barometer of a guarantor’s financial health. 

1/ In accordance with Section 428(c)(9) of the Higher Education Act, does not include loans transferred from the former 
Higher Education Assistance Foundation, Northstar Guarantee Inc., Ohio Student Aid Commission, Puerto Rico 
Higher Education Assistance Corporation, Student Loan Guarantee Foundation of Arkansas, Student Loans of North 
Dakota, Montana Guaranteed Student Loan Program,  or designated states of Arizona, Hawaii, Idaho, Indiana, Kansas, 
Maryland, Mississippi, Nevada, Washington, Wyoming, and certain Pacific Trust Territories.  (The minimum reserve 
fund ratio under the Higher Education Act is 0.25%.) 

* The percentages for 2016 through 2018 include only the Ascendium portfolio; the percentages for 2019 and 2020 
include the combined portfolios of Ascendium, USAF and NELA. 
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The Former USAF Portfolio Now Held by Ascendium 

Following are USAF’s reserve fund levels as calculated in accordance with 34 CFR 682.410(a)(10) 
for the five federal fiscal years presented: 

Federal Fiscal Year 
Federal Guaranty 

Reserve Fund Level1 

2014 0.277% 
2015 0.251 
2016 0.308 
2017 0.350 
2018 0.363 

 
1/ In accordance with Section 428(c)(9) of the Higher Education Act, does not include loans transferred from the former 
Higher Education Assistance Foundation, Northstar Guarantee Inc., Ohio Student Aid Commission, Puerto Rico 
Higher Education Assistance Corporation, Student Loan Guarantee Foundation of Arkansas, Student Loans of North 
Dakota, Montana Guaranteed Student Loan Program,  or designated states of Arizona, Hawaii, Idaho, Indiana, Kansas, 
Maryland, Mississippi, Nevada, Washington, Wyoming, and certain Pacific Trust Territories.  (The minimum reserve 
fund ratio under the Higher Education Act is 0.25%.) 

 
The Former NELA Portfolio Now Held by Ascendium 

Following are NELA’s reserve fund levels as calculated in accordance with 34 CFR 682.410(a)(10) 
for the five federal fiscal years presented: 

Federal Fiscal Year 
Federal Guaranty 

Reserve Fund Level1 

2014 0.377% 
2015 0.295 
2016 0.373 
2017 0.430 
2018 0.460 

 
1/ In accordance with Section 428(c)(9) of the Higher Education Act, does not include loans transferred from the former 
Higher Education Assistance Foundation, Northstar Guarantee Inc., Ohio Student Aid Commission, Puerto Rico 
Higher Education Assistance Corporation, Student Loan Guarantee Foundation of Arkansas, Student Loans of North 
Dakota, Montana Guaranteed Student Loan Program,  or designated states of Arizona, Hawaii, Idaho, Indiana, Kansas, 
Maryland, Mississippi, Nevada, Washington, Wyoming, and certain Pacific Trust Territories.  (The minimum reserve 
fund ratio under the Higher Education Act is 0.25%.) 
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Claims Rate.  The claims rate for Ascendium, USAF and NELA are as follows: 

The Ascendium Portfolio* 

For the past five federal fiscal years, Ascendium’s claims rate has not exceeded 5%, and, as a result, 
the highest allowable reinsurance has been paid on all Ascendium’s claims.  The actual claims rates are as 
follows: 

Federal Fiscal Year Claims Rate 

2016 1.00% 
2017 0.35 
2018 0.35 
2019 2.00 
2020 1.40 

 
* The percentages for 2016 through 2018 include only the Ascendium portfolio; the percentages for 2019 and 2020 
include the combined portfolios of Ascendium, USAF and NELA. 

 
The Former USAF Portfolio Now Held by Ascendium 

For the five federal fiscal years presented, USAF’s claims rate has not exceeded 5%, and, as a 
result, the highest allowable reinsurance has been paid on all USAF’s claims.  The actual claims rates are 
as follows: 

Federal Fiscal Year Claims Rate 

2014 4.73% 
2015 4.71 
2016 0.60 
2017 0.67 
2018 2.15 

 

The Former NELA Portfolio Now Held by Ascendium 

For the five federal fiscal years presented, NELA’s claims rate has not exceeded 5%, and, as a 
result, the highest allowable reinsurance has been paid on all NELA’s claims.  The actual claims rates are 
as follows: 

Federal Fiscal Year Claims Rate 

2014 1.37% 
2015 0.60 
2016 1.31 
2017 0.63 
2018 1.52 

 

As a result of various statutory and regulatory changes over the past several years, historical rates may not 
be an accurate indicator of current delinquency or default trends or future claims rates. 
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FEES AND EXPENSES 

The Senior Transaction Fees (including the Trustee Fees, the Administration Fees, the Standard 
Servicing Fees, the Rating Agency Fees and certain Extraordinary Expenses) will be transferred to the 
Distribution Fund from the Collection Fund on each Monthly Distribution Date.  See “SECURITY AND 
SOURCES OF PAYMENT FOR THE NOTES—Collection Fund; Flow of Funds” herein. 

The Senior Transaction Fees are subject to the following limitations: (a) as set forth in the 
Administration Agreement, monthly Administration Fees shall equal one-twelfth (1/12th) of 0.10% of the 
outstanding Principal Balance of the Financed Eligible Loans; (b) the Standard Servicing Fees shall be any 
fees and expenses payable to the Servicers with respect to the servicing and collection of the Financed 
Eligible Loans consisting of periodic unit fees, default related fees, delinquency fees, and annual privacy 
mailing fees (including any currently contemplated increases to those amounts pursuant to existing 
inflationary escalator clauses relating to such Standard Servicing Fees as set forth in the Servicing 
Agreements on the Date of Issuance), but shall not include fees due as a result of the termination of a 
Servicing Agreement (including any deconversion fees related to Financed Eligible Loans resulting from 
such termination), indemnification or other extraordinary expense items (all of which are included in 
Extraordinary Expenses), (c) the quarterly Trustee Fees payable as Senior Transaction Fees shall equal an 
amount equal to one-fourth (1/4th) of the annual rate of 0.0125% per annum multiplied by the lesser of (i) 
the Outstanding Amount of the Notes, or (ii) the Principal Balance of the Financed Student Loans 
outstanding, at the end of the prior quarterly period, (d) the annual Rating Agency Fees payable as Senior 
Transaction Fees shall equal $26,500 initially, of which $8,500 will be inflated by 2% annually, and (e) the 
Extraordinary Expenses payable as Senior Transaction Fees in each Fiscal Year are not permitted to exceed 
$11,000, except that the dollar limit set forth in this clause (e) shall not apply with respect to Extraordinary 
Expenses incurred by the Trustee after the occurrence and during the continuation of an Event of Default. 

Extraordinary Expenses mean (i) with respect to the Trustee, indemnification payments, legal fees 
and other expenses incurred with respect to the Trust Estate or in connection with the enforcement of 
remedies, and other amounts payable to the Trustee under the Indenture that are not included in the Trustee 
Fees, (ii) with respect to the Eligible Lender Trustee, indemnification payments, legal fees and other 
expenses incurred in connection with the administration of the Eligible Lender Trustee, and other amounts 
payable to the Eligible Lender Trustee under the Indenture or Eligible Lender Trust Agreement that are not 
included in the Trustee Fees, (iii) with respect to the Administrator, any indemnification payments and other 
amounts payable to the Administrator under the Administration Agreement in excess of the Administration 
Fee, and (iv) with respect to the Servicers, any amounts payable to a Servicer under the related Servicing 
Agreement in excess of the Standard Servicing Fees. 

Extraordinary Expenses that are in excess of the amounts that can be paid as Senior Transaction 
Fees shall be paid as Subordinate Transaction Fees.  See “SECURITY AND SOURCES OF PAYMENT 
FOR THE NOTES—Collection Fund; Flow of Funds” herein. 

The amount of any of the Administration Fees, the Standard Servicing Fees, the Trustee Fees, the 
Rating Agency Fees and the Senior Transaction Fees may be increased at any time upon satisfaction of the 
Rating Agency Condition. 
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USE OF PROCEEDS 

The estimated sources and uses are expected to be applied as follows.  All amounts reflected in the 
table below are estimates and the final amounts will not be determined until the Date of Issuance. 

Source of Funds:  
Proceeds of the Notes $649,000,000                      

Total $649,000,000                     

Uses:  
Deposit to Student Loan Fund1 $622,560,123    
Deposit to the Reserve Fund 21,950,000 
Deposit to Cost of Issuance Fund     4,489,877 

Total $649,000,000                      
____________________ 
1 To be used to refinance the Financed Eligible Loans as described below. 

 

Certain of the proceeds deposited into the Student Loan Fund on the Date of Issuance will be 
transferred by the Paying Agent on behalf of the Trustee to the lender under the Warehouse Agreement to 
refinance certain Eligible Loans that are being pledged to the Indenture.  Contemporaneously with the 
receipt of such proceeds by the lender under the Warehouse Agreement, the applicable Eligible Loans under 
the Warehouse Agreement will be released, such Eligible Loans will be deposited to the credit of the Student 
Loan Fund, and such Eligible Loans will constitute Financed Eligible Loans under the Indenture. 

CHARACTERISTICS OF THE FINANCED ELIGIBLE LOANS 

General 

The Eligible Loans expected to be pledged pursuant to the Indenture are loans made to finance 
post-secondary education made under the Higher Education Act (the “Eligible Loans”).  Loans that meet 
the foregoing criteria that are financed under the Indenture are sometimes referred to in this Offering 
Memorandum as “Financed Eligible Loans.”  As of the Statistical Cut-Off Date (July 31, 2021), the 
characteristics of the pool of Eligible Loans the Issuer expects to pledge to the Trustee pursuant to the 
Indenture on the Date of Issuance were collectively as described below.  The aggregate outstanding 
principal balance of the Eligible Loans in each of the following tables includes the principal balance due 
from borrowers and does not include approximately $16,503,860 of interest expected to be capitalized.  The 
percentages set forth in the tables below may not always add to 100% and the balances may not always add 
to $630,006,355 due to rounding. 

In the event that the principal amount of Eligible Loans required to provide collateral for the Notes 
varies from the amounts anticipated herein, whether by reason of a change in the collateral requirement 
necessary to obtain the rating on the Notes from each Rating Agency that will rate the Notes as indicated 
under the caption “SUMMARY OF TERMS—Rating of the Notes” herein, the pricing of the interest rate 
on the Notes, the principal amount of Notes to be offered, the rate of amortization or prepayment on the 
portfolio of Eligible Loans from the Statistical Cut-Off Date to the Date of Issuance varying from the rates 
that were anticipated, or otherwise, the portfolio of Eligible Loans to be pledged to the Trustee under the 
Indenture may consist of a subset of the pool of Eligible Loans described below or may include additional 
Eligible Loans not described below.  Any additional Eligible Loans pledged under the Indenture due to 
amortization or prepayment on the portfolio between the Statistical Cut Off Date and the Date of Issuance 
will have characteristics that are substantially similar to the characteristics of the Eligible Loans described 
below. 
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The aggregate characteristics of the entire pool of Eligible Loans expected to be pledged on the 
Date of Issuance, including the composition of the Eligible Loans and the related borrowers, the distribution 
by student loan type, the distribution by interest rate, the distribution by Special Allowance Payment 
(“SAP” or “Special Allowance Payment”) index, the distribution by principal balance and the distribution 
by remaining term to scheduled maturity, may vary from the information presented below since the 
information presented below is as of the Statistical Cut-Off Date, and the date that the Financed Eligible 
Loans will be pledged to the Trustee under the Indenture will occur after that date. 

The Consolidated Appropriations Act of 2012 authorized eligible lenders under the FFEL Program 
to make an irrevocable election to permanently convert the index upon which Special Allowance Payment 
calculations would be based, effective April 1, 2012, for all FFELP Loans owned by an electing lender that 
were disbursed after January 1, 2000 (except for excluded FFELP Loans as to which a third party had a 
contractual right to approve such an election, if such approval had not been obtained).  The Special 
Allowance Payment calculations for FFELP Loans to which such an election applies are based on the 
one-month London Interbank Offered Rate for United States dollars in effect for each day of the applicable 
calendar quarter, as compiled and released by the British Bankers Association (“SAP One-Month LIBOR”), 
rather than on the three-month commercial paper (financial) rate, which remains applicable with respect to 
other FFELP Loans that were disbursed after January 1, 2000.  The Issuer elected to permanently convert 
its FFELP Loans that were disbursed after January 1, 2000 to a SAP One-Month LIBOR basis. 

As of the Statistical Cut-Off Date, no Eligible Loan expected to be pledged under the Indenture 
constitutes a rehabilitation loan.  See “APPENDIX A—DESCRIPTION OF THE FEDERAL FAMILY 
EDUCATION LOAN PROGRAM—Insurance and Guarantees—Rehabilitation of Defaulted Loans” 
hereto. 

[Remainder of page intentionally left blank] 
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Composition of the Financed Eligible Loan Portfolio 
(as of the Statistical Cut-Off Date) 

Aggregate Outstanding Principal Balance $630,006,355 
Total Accrued Interest $20,583,521 
Accrued Interest Expected to be Capitalized*  $16,503,860 
Accrued Interest Expected Not to be Capitalized $4,079,661 
Total Number of Loans 38,038 
Average Balance per Loan $16,563 
Total Number of Borrowers 20,978 
Average Balance per Borrower $30,032 
Weighted Average Remaining Term (months) 172.32 
Weighted Average Interim Months 0.73 
Weighted Average Seasoning (months) 87.70 
Weighted Average Gross Borrower Rate 4.32% 
Weighted Average Borrower Interest Rate Reduction** 0.37% 
Weighted Average Net Borrower Rate 3.94% 
Percentage of Fixed Rate Loans 99.86% 
Percentage of Variable Rate Loans 0.14% 
Weighted Average Borrower Rate: Fixed Rate Loans 3.94% 
Weighted Average Variable Rate Loan Margin 3.10% 
Percentage of Floor Income Loans: All Loans 76.05% 
Percentage of Floor Income Loans: Fixed Rate Loans Only*** 75.91% 
Percentage of Income Based Repayment Loans 20.66% 
Percentage of Rehabilitation Loans 0.00% 
_______________ 
*Accrued Interest Expected to be Capitalized includes accrued interest to be capitalized on loans in forbearance, unsubsidized 
deferment and partial financial hardship (PFH) income-based repayment (IBR). 
**Calculated for these purposes as the difference between the Weighted Average Gross Borrower Rate and the Weighted 
Average Net Borrower Rate.  The Weighted Average Borrower Interest Rate Reduction disclosed in the table above may not 
equal the difference between Weighted Average Gross Borrower Rate and Weighted Average Net Borrower Rate due to 
rounding. 
***The Weighted Average Gross Borrower Rate on these loans is approximately 4.16%. 
 

 

Distribution of the Financed Eligible Loans by  
Consolidation Loan Type 

(as of the Statistical Cut-Off Date) 

Loan Type Number of Loans 

Aggregate 
Outstanding Principal 

Balance 

Percent of Aggregate 
Outstanding Principal 

Balance 

Consolidation Loans - Unsubsidized 18,748 $356,325,167 56.56% 
Consolidation Loans - Subsidized 19,290 273,681,188 43.44 

Totals 38,038 $630,006,355 100.00% 
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Distribution of the Financed Eligible Loans by  
School Type 

(as of the Statistical Cut-Off Date) 

School Type Number of Loans 

Aggregate 
Outstanding Principal 

Balance 

Percent by Aggregate 
Outstanding Principal 

Balance 

2-Year 1,750 $29,841,271 4.74% 
4-Year 19,444 288,920,189 45.86 
Proprietary/Vocational 600 8,175,413 1.30 
Other/Unknown 16,244 303,069,481   48.11 

Totals 38,038 $630,006,355 100.00% 
 

Distribution of the Financed Eligible Loans by 
Range of Annual Borrower Interest Rate 

(as of the Statistical Cut-Off Date) 

Range of Annual 
Borrower Interest 

Rate Number of Loans 

Aggregate 
Outstanding Principal 

Balance 

Percent by Aggregate 
Outstanding Principal 

Balance 

1.99% or Less 4,170 $64,158,820 10.18% 
2.00% to 2.49% 2,622 41,354,248 6.56 
2.50% to 2.99% 6,978 103,518,327 16.43 
3.00% to 3.49% 6,066 97,483,879 15.47 
3.50% to 3.99% 5,450 78,080,634 12.39 
4.00% to 4.49% 3,034 50,286,672 7.98 
4.50% to 4.99% 3,363 52,219,616 8.29 
5.00% to 5.49% 2,161 32,010,158 5.08 
5.50% to 5.99% 831 18,283,513 2.90 
6.00% to 6.49% 923 19,904,672 3.16 
6.50% to 6.99% 786 20,401,507 3.24 
7.00% to 7.49% 529 11,255,237 1.79 
7.50% to 7.99% 388 10,915,575 1.73 
8.00% to 8.49% 711 28,462,946 4.52 
8.50% to 8.99% 1 1,289 0.00* 

9.00% or Greater        25     1,669,261     0.26 
Totals 38,038 $630,006,355 100.00% 

* Less than 0.05%, but greater than 0.00%. 
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Distribution of the Financed Eligible Loans by Servicer  
(as of the Statistical Cut-Off Date) 

Servicer Number of Loans 

Aggregate 
Outstanding Principal 

Balance 

Percent by Aggregate 
Outstanding Principal 

Balance 

PHEAA 25,654 $392,042,848 62.23% 
Nelnet 11,992 229,778,744 36.47 
Navient      392    8,184,762   1.30 

Totals 38,038 $630,006,355 100.00% 

 

Distribution of the Fixed Rate Financed Eligible Loans by Floor Loan Status 
(As of the Statistical Cut-Off Date) 

Floor Loan Status (Fixed 
Rate Loans Only)(1) 

Number of 
Loans 

Aggregate 
Outstanding Principal 

Balance 

Percent by Aggregate 
Outstanding Principal 

Balance 

Floor Loans 30,587 $478,213,503 76.01% 
Non-Floor Loans   7,406 150,914,647 23.99 

Totals 37,993 $629,128,150 100.00% 
____________________ 
(1) The Higher Education Act provides that for FFELP loans first disbursed prior to April 1, 2006 lenders are entitled to retain 
interest income in excess of the special allowance support level in instances when the loan rate exceeds the special allowance 
support level.  However, lenders are not allowed to retain interest income in excess of the special allowance support level on 
FFELP loans disbursed on or after April 1, 2006, and are required to rebate any such “excess interest” to the Secretary on a 
quarterly basis.  “Floor loans” are FFELP loans that had their first disbursements prior to April 1, 2006.  See the caption 
“DESCRIPTION OF THE FEDERAL FAMILY EDUCATION LOAN PROGRAM—Special Allowance Payments” in 
Appendix A hereto. 

 

Distribution of the Financed Eligible Loans by  
Special Allowance Payment Basis Type 

(as of the Statistical Cut-Off Date) 

SAP Basis Type Number of Loans 

Aggregate 
Outstanding Principal 

Balance 

Percent by Aggregate 
Outstanding Principal 

Balance 

LIBOR plus 2.64% 30,426 $473,791,645 75.20% 
LIBOR plus 2.64% Excess Interest(1) 7,406 150,914,647 23.95 
T-Bill plus 3.10%      206     5,300,063   0.84 

Totals 38,038 $630,006,355 100.00% 
(1)Subject to excess interest rebate. 
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Distribution of the Financed Eligible Loans by  
Range of Outstanding Principal Balance 

(as of the Statistical Cut-Off Date) 

Range of Outstanding 
Principal Balance Number of Loans 

Aggregate 
Outstanding Principal 

Balance 

Percent by Aggregate 
Outstanding Principal 

Balance 

$499.99 or Less 1,289 $337,085 0.05% 
$500.00 to $999.99 1,357 1,023,669 0.16 
$1,000.00 to $1,999.99 2,688 4,037,818 0.64 
$2,000.00 to $2,999.99 2,678 6,700,036 1.06 
$3,000.00 to $3,999.99 2,481 8,653,662 1.37 
$4,000.00 to $5,999.99 3,986 19,722,978 3.13 
$6,000.00 to $7,999.99 3,063 21,309,963 3.38 
$8,000.00 to $9,999.99 2,510 22,523,271 3.58 
$10,000.00 to $14,999.99 4,673 57,637,984 9.15 
$15,000.00 to $19,999.99 3,568 61,818,634 9.81 
$20,000.00 to $24,999.99 2,362 52,838,460 8.39 
$25,000.00 to $29,999.99 1,761 48,207,041 7.65 
$30,000.00 to $34,999.99 1,234 39,923,332 6.34 
$35,000.00 to $39,999.99 894 33,417,745 5.30 
$40,000.00 to $44,999.99 674 28,569,120 4.53 
$45,000.00 to $49,999.99 488 23,172,709 3.68 
$50,000.00 to $54,999.99 400 20,961,269 3.33 
$55,000.00 to $59,999.99 317 18,164,067 2.88 
$60,000.00 to $64,999.99 240 14,973,191 2.38 
$65,000.00 to $69,999.99 182 12,229,163 1.94 
$70,000.00 to $74,999.99 132 9,570,743 1.52 
$75,000.00 to $79,999.99 126 9,751,884 1.55 
$80,000.00 to $84,999.99 103 8,472,849 1.34 
$85,000.00 to $89,999.99 97 8,483,725 1.35 
$90,000.00 and Greater      735   97,505,957   15.48 

Totals 38,038 $630,006,355 100.00% 
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Distribution of the Financed Eligible Loans by  
Date of Disbursement (dates correspond to changes in guarantee percentage) 

(as of the Statistical Cut-Off Date)* 

 

Date of Disbursement (and 
corresponding guarantee percentage) Number of Loans 

Aggregate 
Outstanding Principal 

Balance 

Percent by Aggregate 
Outstanding Principal 

Balance 

October 1, 1993 – June 30, 2006 (98%) 33,781 $539,979,780 85.71% 
On or after July 1, 2006 (97%) 4,257   90,026,574   14.29 

Totals 38,038 $630,006,355 100.00% 
_____________________ 
*Student loans disbursed prior to October 1, 1993 are 100% guaranteed by the applicable Guaranty Agency.  Student loans disbursed on or 
after October 1, 1993 and before July 1, 2006 are 98% guaranteed by the applicable Guaranty Agency.  Student loans for which the first 
disbursement is made on or after July 1, 2006 and before July 1, 2010 are 97% guaranteed by the applicable Guaranty Agency. 

 

Distribution of the Financed Eligible Loans by 
Number of Days Delinquent 

(as of the Statistical Cut-Off Date) 

Number of Days 
Delinquent Number of Loans 

Aggregate 
Outstanding Principal 

Balance 

Percent by Aggregate 
Outstanding Principal 

Balance 

Not in Repayment 3,003 $64,297,744 10.21% 
0-30 days 33,847 540,186,583 85.74 
31-60 days 563 11,821,718 1.88 
61-90 days 227 4,888,648 0.78 
91-120 days 145 2,423,858 0.38 
121 days and greater      253     6,387,804     1.01 

Totals 38,038 $630,006,355 100.00% 
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Distribution of the Financed Eligible Loans by  
Remaining Term to Scheduled Maturity (in months) 

(as of the Statistical Cut-Off Date) 

Range of Remaining 
Term to Scheduled 

Maturity (in months) Number of Loans 

Aggregate 
Outstanding Principal 

Balance 

Percent by Aggregate 
Outstanding Principal 

Balance 

0 to 23 2,026 $3,691,539 0.59% 
24 to 35 2,609 6,431,214 1.02 
36 to 47 2,861 10,088,637 1.60 
48 to 59 3,472 15,460,100 2.45 
60 to 71 2,404 14,169,865 2.25 
72 to 83 1,902 13,846,239 2.20 
84 to 95 2,278 20,029,304 3.18 
96 to 107 2,204 23,071,220 3.66 
108 to 119 2,168 27,734,191 4.40 
120 to 131 2,046 32,888,364 5.22 
132 to 143 1,903 38,827,966 6.16 
144 to 155 2,016 44,147,667 7.01 
156 to 167 1,907 48,085,418 7.63 
168 to 179 1,809 49,641,975 7.88 
180 to 191 1,446 44,555,309 7.07 
192 to 203 1,107 40,190,817 6.38 
204 to 215 868 36,453,222 5.79 
216 to 227 904 38,785,364 6.16 
228 to 239 613 29,553,994 4.69 
240 to 251 468 26,118,848 4.15 
252 to 263 319 17,831,910 2.83 
264 to 275 162 9,193,568 1.46 
276 to 287 152 9,612,094 1.53 
288 to 299 120 7,672,058 1.22 
300 to 311 70 5,614,823 0.89 
312 to 323 27 1,940,136 0.31 
324 to 335 51 3,495,352 0.55 
336 to 347 44 3,927,457 0.62 
348 to 359 40 3,649,740 0.58 
360 and Greater        42     3,297,961     0.52 

Totals 38,038 $630,006,355 100.00% 
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Distribution of the Financed Eligible Loans by  
Borrower Payment Status 

(as of the Statistical Cut-Off Date) 

Borrower Payment Status Number of Loans 

Aggregate 
Outstanding Principal 

Balance 

Percent by Aggregate 
Outstanding Principal 

Balance 

Deferment 1,006 $16,406,313 2.60% 
Forbearance 1,997 47,891,431 7.60 
Repayment 35,035 565,708,610   89.79 

Totals 38,038 $630,006,355 100.00% 

 

Distribution of the Financed Eligible Loans by  
Geographic Location 

(as of the Statistical Cut-Off Date) 

Geographic Location Number of Loans 

Aggregate 
Outstanding Principal 

Balance 

Percent by Aggregate 
Outstanding Principal 

Balance 

Unknown 57 $1,006,444 0.16% 
Alabama 455 7,547,059 1.20 
Alaska 73 1,412,400 0.22 
Arizona 691 13,476,011 2.14 
Arkansas 169 3,411,774 0.54 
California 4,095 80,870,095 12.84 
Colorado 772 14,409,263 2.29 
Connecticut 482 7,154,317 1.14 
Delaware 140 1,868,551 0.30 
District of Columbia 108 1,438,553 0.23 
Florida 1,857 36,120,762 5.73 
Georgia 1,165 23,450,964 3.72 
Hawaii 102 2,057,671 0.33 
Idaho 253 4,139,687 0.66 
Illinois 1,236 22,210,880 3.53 
Indiana 437 7,041,898 1.12 
Iowa 364 5,292,241 0.84 
Kansas 283 4,155,119 0.66 
Kentucky 365 5,904,912 0.94 
Louisiana 304 5,815,429 0.92 
Maine 146 1,975,391 0.31 
Maryland 797 13,441,409 2.13 
Massachusetts 732 10,031,539 1.59 
Michigan 996 17,480,544 2.77 
Minnesota 1,177 16,630,931 2.64 
Mississippi 161 3,206,385 0.51 
Missouri 483 8,642,928 1.37 
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Geographic Location Number of Loans 

Aggregate 
Outstanding Principal 

Balance 

Percent by Aggregate 
Outstanding Principal 

Balance 

Montana 112 2,234,898 0.35 
Nebraska 207 3,013,063 0.48 
Nevada 276 5,692,398 0.90 
New Hampshire 178 2,865,946 0.45 
New Jersey 1,101 17,406,671 2.76 
New Mexico 188 3,941,472 0.63 
New York 2,350 36,917,799 5.86 
North Carolina 946 15,730,836 2.50 
North Dakota 76 1,376,706 0.22 
Ohio 1,597 20,855,987 3.31 
Oklahoma 240 4,049,910 0.64 
Oregon 818 12,725,905 2.02 
Pennsylvania 2,993 41,891,347 6.65 
Puerto Rico 490 8,796,802 1.40 
Rhode Island 132 1,868,467 0.30 
South Carolina 423 7,941,339 1.26 
South Dakota 84 1,821,792 0.29 
Tennessee 465 8,887,287 1.41 
Texas 3,537 52,414,465 8.32 
Utah 225 5,682,205 0.90 
Vermont 53 1,034,881 0.16 
Virginia 1,132 15,998,403 2.54 
Washington 1,002 16,020,387 2.54 
West Virginia 242 3,038,597 0.48 
Wisconsin 1,123 14,633,288 2.32 
Wyoming 43 973,021 0.15 
American Samoa 2 101,453 0.02 
Guam 3 112,767 0.02 
Northern Mariana Islands 2 32,755 0.01 
Virgin Islands 4 110,445 0.02 
Armed Forces 21 306,472 0.05 
Armed Forces Pacific 7 70,095 0.01 
Alberta 2 49,252 0.01 
British Columbia 2 19,924 0.00* 

Ontario 10 260,007 0.04 
Foreign Country        52        936,157     0.15 

Total 38,038 $630,006,355 100.00% 
* Less than 0.05%, but greater than 0.00%. 
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Distribution of the Financed Eligible Loans by  
Current Repayment Schedule 

(as of the Statistical Cut-Off Date) 

Current Repayment Schedule Number of Loans 

Aggregate 
Outstanding Principal 

Balance 

Percent by Aggregate 
Outstanding 

Principal Balance 

Non-Partial Financial Hardship(1) 34,118 $499,863,298 79.34% 
Partial Financial Hardship (PFH) 3,547 118,143,344 18.75 
PFH and-Deferment 53 1,247,908 0.20 
PFH and Delinquent 59 2,066,144 0.33 
PFH and Forbearance      261     8,685,662     1.38 

Totals 38,038 $630,006,355 100.00% 
(1)  Included loans not in repayment status. 

 

Distribution of the Financed Loans by Date of Rehabilitation Status 
(As of the Statistical Cut-Off Date) 

Rehabilitation Status Number of Loans 

Aggregate 
Outstanding Principal 

Balance 

Percent by Aggregate 
Outstanding Principal 

Balance 

Not Rehabilitated 38,038 $630,006,355 100.00% 
Total 38,038 $630,006,355 100.00% 
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Distribution of the Financed Eligible Loans by  
Guaranty Agency (as of the Statistical Cut-Off Date) 

Guaranty Agency Number of Loans 

Aggregate 
Outstanding Principal 

Balance 

Percent by Aggregate 
Outstanding Principal 

Balance 

American Student Assistance 7,146 $141,694,830 22.49% 
Educational Credit Management 

Corporation 1,417 26,650,183 4.23 
Ascendium Education Solutions, Inc. 7,640 138,074,064 21.92 
Michigan Guaranty Agency 2 19,787 0.00* 

New York State Higher Education 
Services Corporation 3 7,499 0.00* 

PHEAA 20,272 309,182,805 49.08 
Texas Guaranteed Student Loan 

Corporation (d/b/a Trellis Company)   1,558   14,377,187     2.28 
Totals 38,038 $630,006,355 100.00% 

____________________ 
*Less than 0.05%, but greater than 0.00%. 

 

Distribution of the Financed Eligible Loans by Borrower Incentives—ACH Rate Reduction 
(as of the Statistical Cut-Off Date) 

Borrower Incentives—ACH 
Rate Reduction Number of Loans 

Aggregate 
Outstanding Principal 

Balance 

Percent by Aggregate 
Outstanding Principal 

Balance 

Eligible 0.25% 19,229 $321,073,436 50.96% 
Eligible Other 287 14,670,711 2.33 
Earned 0.25% 14,969 198,889,421 31.57 
Earned Other 1,508 48,929,094 7.77 
None   2,045   46,443,692     7.37 

Totals 38,038 $630,006,355 100.00% 

 

Distribution of the Financed Eligible Loans by Borrower Incentives—Interest Rate Reductions 
(as of the Statistical Cut-Off Date) 

Borrower Incentives—IRR Number of Loans 

Aggregate 
Outstanding Principal 

Balance 

Percent by Aggregate 
Outstanding Principal 

Balance 

Eligible 17 $837,231 0.13% 
Earned 11,124 153,044,391 24.29 
None 26,897  476,124,732   75.57 

Totals 38,038 $630,006,355 100.00% 
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Distribution of the Financed Eligible Loans by Months in Repayment (Seasoning) 
(As of the Statistical Cut-Off Date) 

Months in Repayment 
(Seasoning) Number of Loans 

Aggregate 
Outstanding Principal 

Balance 

Percent by Aggregate 
Outstanding Principal 

Balance 

Not in Repayment 3,003 $64,297,744 10.21% 
0 to 12 months 7,499 164,054,566 26.04 
13 to 24 months 1,421 20,744,184 3.29 
25 to 36 months 1,067 15,454,442 2.45 
37 to 48 months 558 7,140,740 1.13 
49 to 60 months 625 9,896,888 1.57 
61 to 72 months 713 12,537,777 1.99 
73 to 84 months 789 15,259,575 2.42 
85 to 96 months 1,092 15,269,179 2.42 
97 to 108 months 3,070 44,683,543 7.09 
109 to 120 months 985 23,385,102 3.71 
More than 120 months 17,216 237,282,615   37.66 

Totals 38,038 $630,006,355 100.00% 
 

Borrower Benefits 

With respect to the Financed Eligible Loans that are expected to be pledged to the Trustee under 
the Indenture, the Issuer offers certain borrower benefits in the form of interest rate reductions for prompt 
and regular payments or payments made by automatic bank draft.  The Financed Eligible Loans may be 
eligible for more than one of the benefits described below. 

Under the borrower benefit program applicable to the Financed Eligible Loans, the interest rate on 
a Financed Eligible Loan may be reduced by up to 2.0% upon entering repayment or after timely receipt of 
the initial 12, 24, 30, 36, 48, or 60 payments from the borrower, depending on when the Financed Eligible 
Loan was made and the principal amount of the Financed Eligible Loan; provided that the interest rate 
reduction is effective for as long as the borrower continues to make timely payments; certain borrowers 
who authorize automatic payment of their student loans from a checking or savings account receive an 
interest rate that is 1.75% less than the otherwise applicable rate. 

The Issuer cannot accurately predict the number of borrowers that will utilize the borrower benefits 
provided under these programs.  The greater the number of borrowers that utilize such benefits with respect 
to Financed Eligible Loans, the lower the total loan receipts on such Financed Eligible Loans.  See the 
captions “RISK FACTORS—Incentive or borrower benefit programs may affect your Notes” and “THE 
ISSUER’S FFEL PROGRAM” herein. 

DESCRIPTION OF THE NOTES 

General 

The Notes will be issued pursuant to the terms of the Indenture between the Issuer and U.S. Bank 
National Association, as Trustee.  The Indenture and the Notes will each be governed by the laws of the 
State of Texas.  The following summary describes the material terms of the Notes and related provisions of 
the Indenture.  However, it is not complete and is qualified in its entirety by the actual provisions of the 
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Indenture and the Notes.  Certain other provisions of the Indenture are described under the captions 
“SECURITY AND SOURCES OF PAYMENT FOR THE NOTES” and “SUMMARY OF THE 
INDENTURE PROVISIONS” herein. 

Interest Payments 

Interest will accrue on the Notes at the interest rate described below during each Interest Accrual 
Period.  The initial Interest Accrual Period for the Notes begins on the Date of Issuance and ends on 
November 25, 2021.  For all other Monthly Distribution Dates, the Interest Accrual Period for the Notes 
will begin on the prior Monthly Distribution Date and end on the day before such Monthly Distribution 
Date. 

Interest on the Notes will be payable to the Noteholders on each Monthly Distribution Date 
commencing November 26, 2021.  Monthly Distribution Dates for the Notes will be on the twenty-fifth day 
of each calendar month, or if any such day is not a Business Day, the next Business Day.  Interest accrued 
but not paid on any Monthly Distribution Date will be due on the next Monthly Distribution Date together 
with an amount equal to interest on the unpaid amount at the applicable rate per annum described below. 

The Class A-1B Notes will bear interest at an annual rate equal to the applicable Benchmark 
(initially One-Month LIBOR), except for the initial Interest Accrual Period, plus 0.58%. 

The Class B Notes will bear interest at an annual rate equal to the applicable Benchmark (initially 
One-Month LIBOR), except for the initial Interest Accrual Period, plus 1.20%. 

If One-Month LIBOR or the then current Benchmark is less than 0.00% for any Interest Accrual 
Period, the Benchmark shall be deemed to be 0.00% and the interest rate for the Notes for such Interest 
Accrual Period shall be deemed to be the interest rate margin set forth above for such class of Notes. 

The Trustee will obtain and provide One-Month LIBOR to the Issuer and the Issuer will calculate 
the applicable interest rate on the Notes on the second Business Day prior to the start of the applicable 
Interest Accrual Period; provided that if One-Month LIBOR does not appear on a page of a financial 
reporting service in general use in the financial services industry, and the Issuer has not made a 
determination that a Benchmark Transition Event and its related Benchmark Replacement Date have 
occurred, “One-Month LIBOR” in effect for the applicable Interest Accrual Period will be the “One-Month 
LIBOR” in effect for the previous Interest Accrual Period. 

The rate of interest on the Notes for the initial Interest Accrual Period will be determined by 
reference to the following formula: 

x + [(a / b) * (y–x)] + 0.58% for the Class A-1B Notes and + 1.20% for the Class B Notes 

where: 

x = one-month LIBOR; 

y = two-month LIBOR; 

a = the actual number of days from the maturity date of one-month LIBOR to the first 
Monthly Distribution Date; and 
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b = the actual number of days from the maturity date of one-month LIBOR to the maturity 
date of two-month LIBOR. 

Interest accrued on the outstanding principal balance of each class of the Notes during each Interest 
Accrual Period will be paid on the following Monthly Distribution Date in the order and priority described 
under the caption “—Flow of Funds” below. 

Failure to pay interest on the Class B Notes is not an Event of Default so long as any of the Class A-
1B Notes remain outstanding. 

The Issuer will calculate the rate of interest on the Notes on the LIBOR determination date 
described below.  The amount of interest distributable to holders of the Notes for each $1,000 in original 
principal amount will be calculated by applying the applicable interest rate for the Interest Accrual Period 
to the outstanding principal amount of each original principal amount of $1,000, multiplying that product 
by the actual number of days in the Interest Accrual Period divided by 360, and rounding the resulting 
figure to the fifth decimal point. 

Calculation of LIBOR 

For each Interest Accrual Period, One-Month LIBOR will be obtained by the Trustee by reference 
to the London Interbank Offered Rate (LIBOR) for deposits in U.S. Dollars having a maturity of one month 
which appears on Reuters LIBOR01 Page, or another page of this or any other financial reporting service 
in general use in the financial services industry, as of 11:00 a.m., London time, on the related LIBOR 
determination date.  The LIBOR determination date will be the second Business Day before the beginning 
of each Interest Accrual Period.  If this rate does not appear on Reuters LIBOR01 Page, or another page of 
this or any other financial reporting service in general use in the financial services industry, and the Issuer 
has not made a determination that a Benchmark Transition Event and its related Benchmark Replacement 
Date have occurred, One-Month LIBOR in effect for the applicable Interest Accrual Period will be 
One-Month LIBOR in effect for the previous Interest Accrual Period. 

Benchmark Transition Event 

Interest on the Notes will accrue at a floating rate based on a “Benchmark,” which will initially be 
One-Month LIBOR, but will be replaced by the Benchmark Replacement following the occurrence of a 
Benchmark Transition Event and its related Benchmark Replacement Date as described below.  As 
described under the caption “RISK FACTORS—LIBOR is being discontinued as a floating rate benchmark, 
and various aspects of the discontinuation are uncertain and will affect the financial markets and may also 
affect the Financed Eligible Loans and the Notes” herein, the FCA/IBA Announcements on future cessation 
and loss of representativeness of the LIBOR benchmarks constitute a “Benchmark Transition Event” under 
the Indenture; however, the related Benchmark Replacement Date has not yet occurred and so the Notes 
will accrue interest by reference to LIBOR until such related Benchmark Replacement Date or another 
Benchmark Transition Event and its related Benchmark Replacement Date occur.  If the Issuer determines 
that a Benchmark Transition Event and its related Benchmark Replacement Date have occurred prior to the 
Reference Time in respect of any determination of the Benchmark on any date, the Benchmark Replacement 
will replace the then current Benchmark for all purposes relating to the Notes in respect of such 
determination on such date and all determinations on all subsequent dates.  If the Benchmark for the Notes 
changes from One-Month LIBOR to another Benchmark, it is possible that the change may result in a 
deemed taxable exchange.  Whether a particular investor recognizes gain will depend upon the investor’s 
basis in the Notes, the relationship between One-Month LIBOR and the other Benchmark at the time of the 
change, and other factors such as whether quotations on the Notes are readily available. 
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The Internal Revenue Service (the “Service”) has proposed regulations and issued additional 
guidance (the “LIBOR Proposed Regulations”) concerning certain U.S. federal income tax consequences 
resulting from the transition from interbank offered rates (such as LIBOR) to other reference rates in debt 
instruments.  The LIBOR Proposed Regulations, among other things, establish a safe harbor under which 
certain changes to the terms of a debt instrument in connection with the elimination of LIBOR will not be 
treated as a significant modification of the debt instrument resulting in a deemed exchange of the debt 
instrument under Section 1001 of the Code, including an alteration of the terms of a debt instrument to 
include a qualified rate as a fallback to a LIBOR reference rate and any associated alteration that is 
reasonably necessary to adopt or to implement the inclusion of a qualified fallback rate.  A “qualified rate” 
is any one of the rates specified in the LIBOR Proposed Regulations; provided that the fair market value of 
the debt instrument after the alteration is substantially equivalent to the fair market value of the debt 
instrument before the alteration.  Specified qualified rates include the Secured Overnight Financing Rate 
published by the Federal Reserve Bank of New York (“SOFR”), any rate that is determined by reference to 
another qualified rate (including a rate determined by adding or subtracting a specified number of basis 
points to or from the rate or by multiplying the rate by a specified number), certain qualified floating rates 
specified in the Treasury Regulations, and certain other rates that may be selected, endorsed or 
recommended by a central bank, reserve bank, monetary authority or similar institution (including any 
committee or working group thereof) or the Service in the future.  See the caption “CERTAIN U.S. 
FEDERAL INCOME TAX CONSIDERATIONS—Sale or Exchange of Notes” herein. 

In connection with the implementation of a Benchmark Replacement, the Issuer will have the right 
from time to time to make “Benchmark Replacement Conforming Changes,” which are any technical, 
administrative or operational changes (including changes to the definition of “Interest Accrual Period,” 
timing and frequency of determining rates and making payments of interest, and other administrative 
matters) that the Administrator decides may be appropriate to reflect the adoption of such Benchmark 
Replacement in a manner substantially consistent with market practice (or, if the Administrator decides that 
adoption of any portion of such market practice is not administratively feasible or if the Administrator 
determines that no market practice for use of the Benchmark Replacement exists, in such other manner as 
the Administrator determines is reasonably necessary). 

Notice of the occurrence of a Benchmark Transition Event and its related Benchmark Replacement 
Date, the determination of a Benchmark Replacement and the making of any Benchmark Replacement 
Conforming Changes will be included in the Monthly Servicing Report and the Issuer shall also provide 
written notice to the Trustee of a Benchmark Transition Event and its Benchmark Replacement Date as 
soon as practicable after the occurrence of such Benchmark Transition Event and Benchmark Replacement 
Date.  Notwithstanding anything in the transaction documents to the contrary, upon the inclusion of such 
information in the monthly report to the Noteholders, the relevant transaction documents will be deemed to 
have been amended to reflect the new Unadjusted Benchmark Replacement, Benchmark Replacement 
Adjustment and/or Benchmark Replacement Conforming Changes without further compliance with the 
amendment provisions of the relevant transaction documents. 

Any determination, decision or election that may be made by the Issuer or the Administrator in 
connection with a Benchmark Transition Event or Benchmark Replacement, including any determination 
with respect to a tenor, rate or adjustment or of the occurrence or non-occurrence of an event, circumstance 
or date and any decision to take or refrain from taking any action or any selection, will be conclusive and 
binding absent manifest error, may be made in the Issuer’s or the Administrator’s sole discretion, and, 
notwithstanding anything to the contrary in the documentation relating to the Notes, shall become effective 
without consent from any other party.  None of the Issuer, the Administrator, the Trustee, the Eligible 
Lender Trustee, the Paying Agent or the Servicers will have any liability for any determination made by or 
on behalf of the Issuer or the Administrator in connection with a Benchmark Transition Event or a 
Benchmark Replacement as described above, and each Noteholder, by its acceptance of a Note or a 
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beneficial interest in a Note, will be deemed to waive and release any and all claims against the Issuer, the 
Administrator, the Trustee, the Eligible Lender Trustee, the Paying Agent and the Servicers relating to any 
such determinations. 

None of the Trustee, the Eligible Lender Trustee or the Paying Agent shall be under any obligation 
to (a) monitor, determine or verify the unavailability or cessation of LIBOR (or other applicable 
Benchmark), or whether or when there has occurred, or to give notice to any other transaction party of the 
occurrence of any Benchmark Transition Event or Benchmark Replacement Date; (b) select, determine or 
designate any Benchmark Replacement, or other successor or replacement benchmark index, or whether 
any conditions to the designation of such a rate have been satisfied; (c) select, determine or designate any 
Benchmark Replacement Adjustment, or other modifier to any replacement or successor index; or 
(d) determine whether or what Benchmark Replacement Conforming Changes are necessary or advisable, 
if any, in connection with any of the foregoing.  None of the Trustee, the Eligible Lender Trustee or the 
Paying Agent shall be liable for any inability, failure or delay on its part to perform any of its duties set 
forth in the Indenture as a result of the unavailability of LIBOR (or other applicable Benchmark) and 
absence of a designated replacement Benchmark, including as a result of any inability, delay, error or 
inaccuracy on the part of any other transaction party, including without limitation the Issuer, in providing 
any direction, instruction, notice or information required or contemplated by the terms of the Indenture and 
reasonably required for the performance of such duties.  None of the Trustee, the Eligible Lender Trustee 
or the Paying Agent shall be liable to any Noteholder for any losses, claims, damages, liabilities, forfeitures, 
fines, penalties, costs, fees or expenses (including attorneys’ fees) sustained by any Noteholder resulting 
from the adoption of, a Benchmark Replacement or any related actions taken pursuant to the Indenture. 
None of the Trustee, the Eligible Lender Trustee or the Paying Agent shall be obligated to obtain LIBOR 
or determine the interest rate on any Notes after a Benchmark Replacement has taken effect in accordance 
with the Indenture. 

“Asset Replacement Percentage” means, on any date of calculation, a fraction (expressed as a 
percentage) where the numerator is the outstanding Principal Balance of the Financed Eligible Loans, the 
Special Allowance Payments on which were indexed to the Benchmark Replacement, as of such calculation 
date and the denominator is the aggregate outstanding Principal Balance of the Financed Eligible Loans as 
of such calculation date. 

“Benchmark” means, initially, One-Month LIBOR; provided that if the Issuer determines that a 
Benchmark Transition Event and its related Benchmark Replacement Date have occurred with respect to 
One-Month LIBOR or the then-current Benchmark, then “Benchmark” means the applicable Benchmark 
Replacement. 

“Benchmark Replacement” means the first alternative set forth in the order below that can be 
determined by the Administrator as of the Benchmark Replacement Date: 

(a) the sum of: (i) Term SOFR; and (ii) the Benchmark Replacement Adjustment; 

(b) in the sole discretion of the Administrator, either (i) the sum of: (A) Compounded 
SOFR; and (B) the Benchmark Replacement Adjustment; or (ii) the sum of (A) Simple Average 
SOFR; and (B) the Benchmark Replacement Adjustment; 

(c) the sum of: (i) the alternate rate of interest that has been selected or recommended 
by the Relevant Governmental Body as the replacement for the then-current Benchmark for the 
applicable Corresponding Tenor; and (ii) the Benchmark Replacement Adjustment; or 
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(d) the sum of: (i) the alternate rate of interest that has been selected by the 
Administrator as the replacement for the then-current Benchmark for the applicable Corresponding 
Tenor giving due consideration to any industry-accepted rate of interest as a replacement for the 
then-current Benchmark for U.S. dollar denominated securitization transactions at such time; and 
(ii) the Benchmark Replacement Adjustment. 

If a Benchmark Replacement is selected pursuant to clause (b) above, then on the first day of each 
month following such selection, if a redetermination of the Benchmark Replacement on such date would 
result in the selection of a Benchmark Replacement under clause (a) above, then (A) the Benchmark 
Replacement Adjustment shall be redetermined on such date utilizing the Unadjusted Benchmark 
Replacement corresponding to the Benchmark Replacement under clause (a) above; and (B) such 
redetermined Benchmark Replacement shall become the Benchmark on each determination date on or after 
such date.  If redetermination of the Benchmark Replacement on such date as described in the preceding 
sentence would not result in the selection of a Benchmark Replacement under clause (a) above, then the 
Benchmark shall remain the Benchmark Replacement as previously determined pursuant to clause (b) 
above. 

“Benchmark Replacement Adjustment” means the first alternative set forth in the order below that 
can be determined by the Administrator as of the Benchmark Replacement Date: 

(a) the spread adjustment, or method for calculating or determining such spread 
adjustment, (which may be a positive or negative value or zero) that has been selected or 
recommended by the Relevant Governmental Body for the applicable Unadjusted Benchmark 
Replacement; or 

(b) the spread adjustment (which may be a positive or negative value or zero) that has 
been selected by the Administrator giving due consideration to any industry-accepted spread 
adjustment, or method for calculating or determining such spread adjustment, for the replacement 
of the then-current Benchmark with the applicable Unadjusted Benchmark Replacement for 
U.S. dollar denominated securitization transactions at such time. 

“Benchmark Replacement Date” means: 

(a) in the case of clause (a) or (b) of the definition of “Benchmark Transition Event,” 
the later of (i) the date of the public statement or publication of information referenced therein, and 
(ii) the date on which the administrator of the Benchmark permanently or indefinitely ceases to 
provide the Benchmark; 

(b) in the case of clause (c) of the definition of “Benchmark Transition Event,” the 
date of the public statement or publication of information referenced therein; or 

(c) in the case of clause (d) of the definition of “Benchmark Transition Event,” the 
Business Day following the date of such Monthly Servicing Report. 

provided, however, that on or after the sixtieth day preceding the date on which such Benchmark 
Replacement Date would otherwise occur (if applicable), the Administrator may give written notice to 
security holders in which the Administrator designates an earlier date (but not earlier than the thirtieth day 
following such notice) and represents that such earlier date will facilitate an orderly transition of the 
transaction to the Benchmark Replacement, in which case such earlier date shall be the Benchmark 
Replacement Date. 
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For the avoidance of doubt, if the event giving rise to the Benchmark Replacement Date occurs on 
the same day as, but earlier than, the Reference Time in respect of any determination, the Benchmark 
Replacement Date will be deemed to have occurred prior to the Reference Time for such determination. 

“Benchmark Transition Event” means the occurrence of one or more of the following events with 
respect to the then-current Benchmark: 

(a) a public statement or publication of information by or on behalf of the 
administrator of the Benchmark announcing that such administrator has ceased or will cease to 
provide the Benchmark, permanently or indefinitely; provided that, at the time of such statement 
or publication, there is no successor administrator that will continue to provide the Benchmark; 

(b) a public statement or publication of information by the regulatory supervisor for 
the administrator of the Benchmark, the central bank for the currency of the Benchmark, an 
insolvency official with jurisdiction over the administrator for the Benchmark, a resolution 
authority with jurisdiction over the administrator for the Benchmark or a court or an entity with 
similar insolvency or resolution authority over the administrator for the Benchmark, which states 
that the administrator of the Benchmark has ceased or will cease to provide the Benchmark 
permanently or indefinitely; provided that, at the time of such statement or publication, there is no 
successor administrator that will continue to provide the Benchmark; 

(c) a public statement or publication of information by the regulatory supervisor for 
the administrator of the Benchmark announcing that the Benchmark is no longer representative; or 

(d) the Asset Replacement Percentage is greater than 50%, as reported in the most 
recent Monthly Servicing Report. 

On March 5, 2021, the ICE Benchmark Administration (the “IBA”), the administrator of LIBOR, 
and the Financial Conduct Authority, the regulatory supervisor of the IBA, declared in public statements 
(the “Public Statements”) that the final publication or representativeness date for USD LIBOR for (i) one 
week and two month LIBOR settings will be December 31, 2021 and (ii) overnight, one month, three 
month, six month and 12 month LIBOR settings will be June 30, 2023.  At the time of the Public Statements 
no successor administrator was named to continue to provide the Benchmark.  The Public Statements 
resulted in the occurrence of a Benchmark Transition Event with respect to LIBOR and any obligation to 
notify of this Benchmark Transition Event shall be deemed satisfied. 

As described above and under the caption “RISK FACTORS—LIBOR is being discontinued as a 
floating rate benchmark, and various aspects of the discontinuation are uncertain and will affect the financial 
markets and may also affect the Financed Eligible Loans and the Notes” herein, the FCA/IBA 
Announcements on future cessation and loss of representativeness of the LIBOR benchmarks constitute a 
“Benchmark Transition Event” under the Indenture; however, the related Benchmark Replacement Date 
has not yet occurred and so the Notes will accrue interest by reference to LIBOR until such related 
Benchmark Replacement Date or another Benchmark Transition Event and its related Benchmark 
Replacement Date occur. 

“Business Day” means (a) for purposes of calculating LIBOR, any day on which banks in 
New York, New York, United States of America and London, England are open for the transaction of 
international business; and (b) for all other purposes, any day other than (i) a Saturday; (ii) a Sunday; or 
(iii) a day on which the Federal Reserve Bank or banks located in the city in which the office of the Trustee 
from which the Indenture is being administered (presently, Cincinnati, Ohio) or the Note Registrar 
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(presently, St. Paul, Minnesota) are located, are not authorized or required by law, regulation or executive 
order to remain closed. 

“Compounded SOFR” means the compounded average of SOFRs for the applicable Corresponding 
Tenor, with the rate, or methodology for this rate, and conventions for this rate (which, for example, may 
be compounded in arrears with a lookback and/or suspension period as a mechanism to determine the 
interest amount payable prior to the end of each Interest Accrual Period or compounded in advance) being 
established by the Administrator in accordance with: 

(a) the rate, or methodology for this rate, and conventions for this rate selected or 
recommended by the Relevant Governmental Body for determining compounded SOFR; provided 
that 

(b) if, and to the extent that, the Administrator determines that Compounded SOFR 
cannot be determined in accordance with clause (a) above, then the rate, or methodology for this 
rate, and conventions for this rate that have been selected by the Administrator giving due 
consideration to any industry-accepted market practice for U.S. dollar denominated securitization 
transactions at such time. 

“Corresponding Tenor” means, with respect to a Benchmark Replacement, a tenor (including 
overnight) having approximately the same length (disregarding Business Day adjustment) as the applicable 
tenor for the then-current Benchmark. 

“Federal Reserve Bank of New York’s Website” means the website of the Federal Reserve Bank of 
New York at http://www.newyorkfed.org, or any successor source. 

“Reference Time” means, with respect to any determination of the Benchmark, (a) if the Benchmark 
is LIBOR, 11:00 a.m., London time, on the day that is two Business Days preceding the date of such 
determination; and (b) if the Benchmark is not LIBOR, the time determined by the Issuer in accordance 
with the Benchmark Replacement Conforming Changes or LIBOR Related Amendment, as applicable. 

“Relevant Governmental Body” means the Federal Reserve Board and/or the Federal Reserve Bank 
of New York, or a committee officially endorsed or convened by the Federal Reserve Board and/or the 
Federal Reserve Bank of New York or any successor thereto. 

“Simple Average SOFR” means the simple average of SOFRs for the applicable Corresponding 
Tenor, with the conventions for this rate (which, for example, may be in arrears with a lookback and/or 
suspension period as a mechanism to determine the interest amount payable prior to the end of each Interest 
Accrual Period or in advance) being established by the Administrator in accordance with: 

(a) the conventions for this rate selected or recommended by the Relevant 
Governmental Body for determining simple average SOFR; provided that 

(b) if, and to the extent that, the Administrator determines that Simple Average SOFR 
cannot be determined in accordance with clause (a) above, then the conventions for this rate that 
have been selected by the Administrator giving due consideration to any industry-accepted market 
practice for U.S. dollar denominated securitization transactions at such time. 

“SOFR” means, with respect to any day, the secured overnight financing rate published for such 
day by the Federal Reserve Bank of New York, as the administrator of the benchmark, (or a successor 
administrator) on the Federal Reserve Bank of New York’s Website. 
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“Term SOFR” means the forward-looking term rate for the applicable Corresponding Tenor based 
on SOFR that has been selected or recommended by the Relevant Governmental Body. 

“Unadjusted Benchmark Replacement” means the Benchmark Replacement excluding the 
Benchmark Replacement Adjustment. 

Principal Distributions 

The final Maturity Date for each class of the Notes will be November 25, 2071. 

The actual date on which the final distribution on each class of the Notes will be made is expected 
to be earlier than the final Maturity Date set forth above as a result of a variety of factors.  Principal 
payments will be made to the Noteholders on each Monthly Distribution Date in an amount equal to the 
lesser of: 

(a) the Principal Distribution Amount for that Monthly Distribution Date; and 

(b) funds available for the payment of principal as described under the caption 
“SECURITY AND SOURCES OF PAYMENT FOR THE NOTES—Collection Fund; Flow of 
Funds” herein. 

There may not be sufficient funds available to pay the full Principal Distribution Amount on each 
Monthly Distribution Date.  Amounts on deposit in the Reserve Fund in excess of the Specified Reserve 
Fund Balance will be transferred to the Collection Fund and will be applied as described under the caption 
“SECURITY AND SOURCES OF PAYMENT FOR THE NOTES—Collection Fund; Flow of Funds” 
herein.  Principal payments due on the Notes will be made from the Reserve Fund only (a) on the final 
Maturity Date for the Notes; or (b) on any Monthly Distribution Date when the market value of securities 
and cash in the Reserve Fund and the Collection Fund is sufficient to pay the remaining principal amount 
of and interest accrued on the Notes; or (c) upon the exercise of the option to prepay the Notes as described 
in the subsequent caption. 

Principal will be paid, first, on the Class A-1B Notes until paid in full and, second, on the Class B 
Notes until paid in full. 

“Principal Distribution Amount” means, as determined by the Issuer for each Monthly Distribution 
Date other than a Note Final Maturity Date, the amount, not less than zero, by which (a) the Outstanding 
Amount of the Notes immediately prior to such Monthly Distribution Date exceeds (b) the Adjusted Pool 
Balance for that Monthly Distribution Date less the Specified Overcollateralization Amount.  
Notwithstanding the foregoing; (i) on or after the Maturity Date for a class of Notes, the Principal 
Distribution Amount shall not be less than the amount that is necessary to reduce the outstanding principal 
balance of such class of Notes to zero; and (ii) the Principal Distribution Amount shall not exceed the 
Outstanding Amount of the Notes as of any Monthly Distribution Date (before giving effect to any 
distributions on such Monthly Distribution Date). 

“Specified Overcollateralization Amount” means for any Monthly Distribution Date, the greater of: 

(a) 3.8462% of the Adjusted Pool Balance for that Monthly Distribution Date; and 

(b) $10,000,000. 
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“Adjusted Pool Balance” means, for any Monthly Distribution Date, the sum of the Pool Balance 
as of the end of the immediately preceding Collection Period and the amounts on deposit in the Reserve 
Fund as of the end of the immediately preceding Collection Period after giving effect to any expected 
payments to or releases from the Reserve Fund on such Monthly Distribution Date. 

The Principal Distribution Amount is intended to provide credit support so that, if sufficient funds 
are available on each Monthly Distribution Date, the Adjusted Pool Balance will continue to exceed the 
Outstanding Amount of the Notes by the greater of (a) 3.8462% of the Adjusted Pool Balance for that 
Monthly Distribution Date; and (b) $10,000,000. 

“Pool Balance” means, for any date, the aggregate Principal Balance of the Financed Eligible 
Loans (other than any Financed Eligible Loans for which the related Guaranty Agency or the Secretary has 
either paid or rejected a claim for guarantee payment or insurance) on that date, including accrued interest 
that is expected to be capitalized, after giving effect to the following, without duplication: 

(a) all payments received by the Issuer through that date from borrowers; 

(b) all amounts received by the Issuer through that date from required purchases or 
repurchases of Financed Eligible Loans by Servicers or sellers; 

(c) the amount of any adjustment to balances of the Financed Eligible Loans that a 
Servicer makes under its related servicing agreement, if any, recorded through that date; and 

(d) the amount by which Guaranty Agency reimbursements of principal on defaulted 
Financed Eligible Loans through that date are reduced from 100% to 97%, or other applicable 
percentage, as required by the risk sharing provisions of the Higher Education Act. 

In addition to the principal payments described above, (i) on and after the November 2027 Monthly 
Distribution Date or (ii) if the Financed Eligible Loans are not released from the lien of the Indenture when 
permitted pursuant to the optional prepayment described below, the Notes may receive supplemental 
payments of principal from certain money remaining in the Collection Fund as described under the caption 
“SECURITY AND SOURCES OF PAYMENT FOR THE NOTES—Collection Fund; Flow of Funds” 
herein.  Such supplemental payments of principal could result in the Notes being paid in full prior to their 
final maturity. 

Each principal payment on a class of Notes will be allocated to all Noteholders of such class of 
Notes on a pro rata basis, based upon the Outstanding Amount of such class of Notes held by each such 
Noteholder. 

Optional Prepayment of Notes When the 
Then Outstanding Pool Balance is 10% or 
Less of Initial Pool Balance 

The Issuer shall have the option to direct the release of all of the Financed Eligible Loans in whole 
on the Monthly Distribution Date next succeeding the last day of the Collection Period on which the then 
outstanding Pool Balance is 10% or less of the initial Pool Balance and on any Monthly Distribution Date 
thereafter.  If this release option is exercised, the Financed Eligible Loans and other remaining trust assets 
will be released to the Issuer free from the lien of the Indenture. 
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For the Issuer to exercise this release option, the Issuer must deposit in the Collection Fund an 
amount that, when combined with amounts on deposit in the other funds and accounts held under the 
Indenture, would be sufficient to: 

(a) reduce the Outstanding Amount of the Notes then outstanding on the related 
Monthly Distribution Date to zero; 

(b) pay to the Noteholders the interest payable on the related Monthly Distribution 
Date; and 

(c) pay any Monthly Consolidation Rebate Fees and other amounts payable to the 
Department of Education, remove amounts deposited in the Trust Estate which represent amounts 
that are allocable to Eligible Loans that are not Financed Eligible Loans, and pay unpaid Senior 
Transaction Fees. 

Prepayment, Yield and Maturity 
Considerations 

Generally, all of the Financed Eligible Loans are pre-payable in whole or in part, without penalty, 
by the borrowers at any time, or as a result of a borrower’s default, death, disability or bankruptcy and 
subsequent liquidation or collection of guarantee payments with respect to such loans.  The rates of payment 
of principal on the Notes and the yield on certain of the Notes may be affected by prepayments of the 
Financed Eligible Loans.  Because prepayments generally will be paid through to Noteholders as 
distributions of principal, it is likely that the actual final payments on the Notes will occur prior to the final 
Maturity Date of the Notes.  Accordingly, in the event that the Financed Eligible Loans experience 
significant prepayments, the actual final payments on the Notes may occur substantially before the final 
Maturity Date, causing a shortening of the weighted average life of the Notes.  Weighted average life refers 
to the average amount of time that will elapse from the Date of Issuance of a Note until each dollar of 
principal of such Note will be repaid to the investor. 

The rate of prepayments on the Financed Eligible Loans cannot be predicted and may be influenced 
by a variety of economic, social and other factors.  Economic factors include interest rates, unemployment 
levels, housing price declines, commodity prices, adjustments in the borrower’s payment obligations under 
other indebtedness incurred by the borrower, the rate of inflation and consumer perceptions of economic 
conditions generally.  Social factors include changes in consumer confidence levels and changing attitudes 
in respect of incurring debt and changing attitudes regarding the stigma of personal bankruptcy.  Economic 
conditions may also be impacted by global or localized economic or political conditions, weather events, 
environmental disasters, national or localized outbreaks of a highly contagious or epidemic disease or 
pandemics and any related quarantines and terrorist events or wars or a deterioration or improvement in 
economic conditions in one of the markets where borrowers of the Financed Eligible Loans are 
concentrated.  Generally, the rate of prepayments may tend to increase to the extent that alternative 
financing becomes available on more favorable terms or at interest rates significantly below the interest 
rates payable on the Financed Eligible Loans.  In addition, the Issuer is obligated to purchase from the Trust 
Estate created under the Indenture (or substitute a similar Eligible Loan) any Financed Eligible Loan that 
is determined to be encumbered by a lien other than the lien of the Indenture and if the same is not cured 
within the applicable cure period.  If any Financed Eligible Loan ceases to be Guaranteed, and as a result 
thereof, a Guarantee claim with respect to such Financed Eligible Loan is rejected by the applicable 
Guaranty Agency and the same is not cured within 180 days after such rejection, or if any Financed Eligible 
Loan is determined to be encumbered by any lien other than the lien of the Indenture, then the Issuer shall 
cause the Servicer to, either: (i) purchase such Financed Eligible Loan from the Trust Estate for a purchase 
price equal to its principal amount and interest accrued thereon; or (ii) replace such Financed Eligible Loan 
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with another Financed Eligible Loan of substantially identical characteristics; and provided, however, that, 
this provision shall be applicable only to the extent that such repurchase or replacement is provided by the 
applicable Servicing Agreement. 

Scheduled payments with respect to the Financed Eligible Loans may be reduced and the maturities 
of Financed Eligible Loans may be extended, including pursuant to grace periods, deferral periods and 
forbearance periods.  The rate of payment of principal on the Notes and the yield on certain of the Notes 
may also be affected by the rate of defaults resulting in losses on the Financed Eligible Loans that may have 
been liquidated, by the severity of those losses and by the timing of those losses, which may affect the 
ability of the Guaranty Agencies to make guarantee payments on such Financed Eligible Loans.  In addition, 
the maturity of certain of the Financed Eligible Loans may extend beyond the final Maturity Date for the 
Notes. 

More information on weighted average lives, expected maturities and percentages of original 
principal remaining at certain Monthly Distribution Dates for the Notes is set forth in “APPENDIX B—
WEIGHTED AVERAGE LIVES, EXPECTED MATURITIES AND PERCENTAGES OF ORIGINAL 
PRINCIPAL REMAINING AT CERTAIN MONTHLY DISTRIBUTION DATES FOR THE NOTES” 
hereto. 

SECURITY AND SOURCES OF PAYMENT FOR THE NOTES 

General 

The Notes will be limited obligations of the Issuer secured solely by and payable solely from the 
discrete Trust Estate pledged by the Issuer to the Trustee under the Indenture.  The following assets will 
serve as security for the Notes (collectively, the “Trust Estate”): 

(a) the Available Funds (other than moneys deposited in the Department SAP Rebate 
Fund and moneys released from the lien of the Trust Estate as provided in the Indenture); 

(b) all moneys and investments held in the funds created under the Indenture (other 
than the Department SAP Rebate Fund), and other than moneys and investments released from the 
lien of the Trust Estate as provided in the Indenture), including all proceeds thereof and all income 
thereon; 

(c) the Financed Eligible Loans held by the Issuer and pledged under the Indenture 
and all obligations of the obligors thereunder including all moneys received thereunder on or after 
the Cut-Off Date (but in no event including any Financed Eligible Loans released from the lien of 
the Trust Estate as provided in the Indenture); 

(d) the rights of the Issuer and/or the Eligible Lender Trustee in and to the 
Administration Agreement, any Servicing Agreement, any Student Loan Purchase Agreement, any 
Custodian Agreement, the Eligible Lender Trust Agreement and the Guarantee Agreements as each 
of the same relate to the Financed Eligible Loans; 

(e) to the extent that the components of the Trust Estate described in clauses (a) 
through (f), inclusive, constitute property of the Issuer in the nature of Accounts, General 
Intangibles (including Payment Intangibles), Promissory Notes, and Instruments (each as defined 
in the Uniform Commercial Code of the State of Texas), but it shall not be necessary that an item 
be an Account, General Intangible, Payment Intangible, Promissory Note or Instrument for such 
item to be part of the Trust Estate if it is otherwise described, referenced, or included in clauses (a) 
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through (d), or in this clause (e), but in no event shall this interest attach to any properties, student 
loans, cash or other trust estates of the Issuer which are not included in the properties described in 
clauses (a) through (d) above or this clause (e); and 

(f) all proceeds from any property described in clause (a) through (e) above and any 
and all other property, rights and interests of every kind or description that from time to time is 
specifically granted, conveyed, pledged, transferred, assigned or delivered to the Trustee as 
additional security under the Indenture. 

Funds 

The following funds will be created by the Paying Agent on behalf of the Trustee under the 
Indenture for the benefit of the Noteholders: 

(a) Student Loan Fund; 

(b) Collection Fund; 

(c) Department SAP Rebate Fund; 

(d) Reserve Fund;  

(e) Costs of Issuance Fund; and 

(g) Distribution Fund. 

Money transferred from any Servicer to the Paying Agent on behalf of the Trustee on account of 
the Financed Eligible Loans will be deposited into the Collection Fund for distribution in accordance with 
the terms of the Indenture.  The Paying Agent on behalf of the Trustee will invest money held in funds 
created under the Indenture in Investment Securities at the written direction of the Issuer.  Investment 
Securities may be purchased by the Paying Agent on behalf of the Trustee, through an affiliate of the Paying 
Agent or the Trustee or through a broker agent.  Money in any fund created under the Indenture may be 
pooled for purposes of investment. 

Fund Deposits 

As described under the caption “USE OF PROCEEDS” herein, certain of the proceeds from the 
sale of the Notes will be used to make the initial deposits to the Cost of Issuance Fund and the Reserve 
Fund described below.  Certain of the remaining proceeds will be credited to the Student Loan Fund and 
immediately used to refinance certain of the Eligible Loans presently pledged by the Issuer under the 
Warehouse Agreement.  Such refinanced Eligible Loans will be pledged to the Trustee under the Indenture 
and credited to the Trust Estate in the books and records of the applicable Servicer. 

Student Loan Fund; Deposit of Financed Eligible Loans 

Certain proceeds of the Notes will be credited to the Student Loan Fund and transferred to the 
lender for the Warehouse Agreement and to the Issuer in order to refinance the Financed Eligible Loans.  
On the Date of Issuance, such Eligible Loans will be held by the Issuer and pledged under the Indenture.  
Such Eligible Loans expected to be pledged on or about the Date of Issuance have been identified and are 
described under the caption “CHARACTERISTICS OF THE FINANCED ELIGIBLE LOANS” herein.  
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Eligible Loans that are pledged to the Trust Estate created under the Indenture will be held by the Issuer 
and accounted for as a part of the Student Loan Fund. 

Reserve Fund 

On the Date of Issuance, a deposit will be made to the Reserve Fund in an amount equal to 
$21,950,000.  On each Monthly Distribution Date, to the extent there are insufficient funds on deposit in 
the Collection Fund to pay amounts due to the Department of Education with respect to Financed Eligible 
Loans, to deposit amounts required to be deposited into the Department SAP Rebate Fund and to recall 
claims with respect to or repurchase Financed Eligible Loans (other than as determined by the Issuer, 
transfers to recall claims with respect to or repurchase Eligible Loans from any Servicer or any Guaranty 
Agency as described in the Indenture), the Paying Agent on behalf of the Trustee shall, pursuant to an Issuer 
Order directing the same, withdraw from the Reserve Fund on such Monthly Distribution Date, in 
accordance with a Monthly Servicing Report or an Issuer Order, an amount equal to such deficiency and 
deposit such amount in the Collection Fund.  On each Monthly Distribution Date, to the extent there are 
insufficient Available Funds on deposit in the Collection Fund to pay Senior Transaction Fees and the 
interest then due on the Notes, the Paying Agent on behalf of the Trustee shall, pursuant to an Issuer Order 
directing the same, withdraw from the Reserve Fund on such Monthly Distribution Date, in accordance 
with a Monthly Servicing Report or an Issuer Order, an amount equal to such deficiency and deposit such 
amount in the Collection Fund.  Money withdrawn from the Reserve Fund will be restored through transfers 
from the Collection Fund as available.  The Reserve Fund may also be used in connection with the optional 
release of Financed Eligible Loans and related prepayment of the Notes. 

The Reserve Fund is to be maintained at an amount equal to:  $21,950,000 to but not including the 
November 2022 Monthly Distribution Date; $11,000,000 from the November 2022 Monthly Distribution 
Date to but not including the November 2023 Monthly Distribution Date; $5,000,000 from the November 
2023 Monthly Distribution Date to but not including the November 2024 Monthly Distribution Date; 
$3,600,000 from the November 2024 Monthly Distribution Date to but not including the November 2027 
Monthly Distribution Date; $2,400,000 from the November 2027 Monthly Distribution Date to but not 
including the November 2032 Distribution Date; and $1,000,000 from the November 2032 Distribution 
Date until payment in full of the Notes; provided that in no event will such balance exceed the sum of the 
Outstanding Amount of the Notes; and provided further, that such Specified Reserve Fund Balance may be 
reduced upon satisfaction of the Rating Agency Condition. 

The Reserve Fund is intended to enhance the likelihood of timely distributions of interest to the 
Noteholders and to decrease the likelihood that the Noteholders will experience losses.  In some 
circumstances, however, the Reserve Fund could be reduced to zero.  Amounts on deposit in the Reserve 
Fund in excess of the Specified Reserve Fund Balance will be transferred to the Collection Fund and will 
be applied as described under the caption “—Collection Fund; Flow of Funds” below.  Other than such 
excess amounts, principal payments due on the Notes will be made from the Reserve Fund only (a) on the 
final Maturity Date for a class of Notes, or (b) on any Monthly Distribution Date when the market value of 
securities and cash in the Reserve Fund and the Collection Fund is sufficient to pay the remaining principal 
amount of and interest accrued on the Notes.  The Reserve Fund may also be used in connection with the 
optional release of Financed Eligible Loans and prepayment of the Notes described under the caption 
“DESCRIPTION OF THE NOTES—Optional Prepayment of Notes When the Then Outstanding Pool 
Balance is 10% or Less of Initial Pool Balance” herein. 

Department SAP Rebate Fund 

The Paying Agent on behalf of the Trustee will establish the Department SAP Rebate Fund as part 
of the Trust Estate created under the Indenture.  The Higher Education Act requires holders of Eligible 
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Loans first disbursed on or after April 1, 2006 to rebate to the Department of Education interest received 
from borrowers on such loans that exceeds the applicable special allowance support levels.  The Issuer 
expects that the Department of Education will reduce the special allowance and interest benefit payments 
payable to the Issuer by the amount of any such rebates owed by the Issuer.  Each month, the Issuer shall 
instruct the Paying Agent on behalf of the Trustee to deposit into the Department SAP Rebate Fund from 
the Collection Fund the amount necessary to bring the balance therein to the expected Department SAP 
Rebate Interest Amount for such date.  Upon instructions from the Issuer to the Paying Agent on behalf of 
the Trustee, the Paying Agent on behalf of the Trustee shall pay to the Department an amount equal to the 
Department SAP Rebate Interest Amount due on each Department SAP Rebate Payment Date, first, from 
amounts on deposit in the Department SAP Rebate Fund and, to the extent such amounts in the Department 
SAP Rebate Fund are insufficient, second, from the Collection Fund.  If the amount on deposit in the 
Department SAP Rebate Fund on any Department SAP Rebate Payment Date exceeds the Department SAP 
Rebate Interest Amount due, the Issuer shall instruct the Paying Agent on behalf of the Trustee to withdraw 
from the Department SAP Rebate Fund on such date an amount equal to such excess and to deposit such 
amount in the Collection Fund.  See “APPENDIX A—DESCRIPTION OF THE FEDERAL FAMILY 
EDUCATION LOAN PROGRAM” hereto. 

Costs of Issuance Fund 

On the Date of Issuance, $4,489,877 will be deposited into the Costs of Issuance Fund.  Amounts 
deposited to the Costs of Issuance Fund shall be used to pay the costs of issuing the Notes as set forth in 
closing settlement instructions or an Issuer Order.  On October 31, 2021, the Paying Agent on behalf of the 
Trustee upon written instructions of the Issuer will transfer any amounts remaining in the Costs of Issuance 
Fund to the Collection Fund, unless the Issuer instructs the Paying Agent on behalf of the Trustee to retain 
an amount therein through a later date. 

Collection Fund; Flow of Funds 

The Paying Agent on behalf of the Trustee will credit to the Collection Fund all revenues derived 
from Financed Eligible Loans; all proceeds of any sale of Financed Eligible Loans; any amounts transferred 
from the Reserve Fund, the Department SAP Rebate Fund and the Cost of Issuance Fund; and any earnings 
on investment of funds and accounts established under the Indenture as they are earned. 

Senior Transaction Fees will be transferred to the Distribution Fund on each Monthly Distribution 
Date from money available in the Collection Fund and will be paid by the Paying Agent on behalf of the 
Trustee to the party to whom the fees and expenses are due upon receipt of an invoice from such party 
accompanied by a written request for payment and approval by the Issuer or the Administrator.  The Senior 
Transaction Fees are described under the caption “FEES AND EXPENSES” herein and are subject to 
increase upon satisfaction of a Rating Agency Condition.  In addition, each month money available in the 
Collection Fund will be used to pay amounts due to the Department of Education with respect to Financed 
Eligible Loans, to deposit amounts required to be deposited into the Department SAP Rebate Fund and to 
recall claims with respect to or repurchase Financed Eligible Loans in the limited circumstances described 
under the caption “Insurance and Guarantee—Loans Subject to Repurchase” in “APPENDIX A—
DESCRIPTION OF THE FEDERAL FAMILY EDUCATION LOAN PROGRAM” hereto. 

Upon written direction from the Issuer to the Paying Agent on behalf of the Trustee, moneys in the 
Collection Fund shall be used on any Business Day to pay any Servicer, when due, the fees and expenses, 
in an amount not to exceed $300,000, associated with the conversion of the Financed Eligible Loans from 
another Servicer to such Servicer. 
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On each Monthly Distribution Date, prior to an Event of Default, Available Funds in the Collection 
Fund received during the immediately preceding Collection Period will be used to make the following 
deposits and distributions, to the extent funds are available, solely in accordance with the related Monthly 
Servicing Report; provided, however, that if the Issuer determines that the Available Funds received during 
the Collection Period are not sufficient to make the payments or deposits required pursuant to clauses 
FIRST through THIRD below, then, after any required transfers from the Reserve Fund as described herein, 
any other Available Funds for the current Collection Period may be used to make the payments or deposits 
required pursuant to clauses FIRST through THIRD below: 

FIRST, to the Distribution Fund for the payment of Senior Transaction Fees, an amount equal to 
the Senior Transaction Fees then due, based upon the amounts due, together with Senior Transaction Fees 
due to such parties remaining unpaid from prior Monthly Distribution Dates; 

SECOND, to the Class A-1B Noteholders, interest payable on such Class A-1B Notes payable on 
such Monthly Distribution Date; 

THIRD, to the Class B Noteholders, interest payable on the Class B Notes payable on such Monthly 
Distribution Date; 

FOURTH, to the Reserve Fund the amount, if any, necessary to reinstate the balance of the Reserve 
Fund up to the Specified Reserve Fund Balance; 

FIFTH, to the applicable Noteholders, the Principal Distribution Amount in the following order: 

(a) to pay principal to the Class A-1B Noteholders until the Class A-1B Notes have 
been paid in full; and 

(b) to pay principal to the Class B Noteholders until the Class B Notes have been paid 
in full; 

SIXTH, on and after the November 2027 Monthly Distribution Date, to pay as supplemental 
payments of principal on the Notes then Outstanding, to the Noteholders in the same order and priority as 
is set forth in FIFTH above until the Outstanding Amount of the Notes is paid in full; and 

SEVENTH, to the Distribution Fund for the payment of Subordinate Transaction Fees, an amount 
equal to the Subordinate Transaction Fees then due; 

EIGHTH, if the Financed Eligible Loans are not released when permitted by the Indenture for the 
optional redemption of the Notes, to pay as supplemental payments of principal on the Notes then 
Outstanding, to the Noteholders in the same order and priority as is set forth in FIFTH above until the 
Outstanding Amount of the Notes is paid in full; and 

NINTH, to the Residual Certificateholders all remaining funds. 

Notwithstanding the foregoing, on and after the Maturity Date of the Class A-1B Notes, the Class 
A-1B Noteholders will receive amounts representing payment of the Outstanding Amount of the Class A-
1B Notes after clause SECOND above until the Class A-1B Notes have been paid in full and prior to the 
Class B Notes receiving payments of any payments of interest pursuant to clause THIRD above. 
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Amounts properly distributed pursuant to clause NINTH above shall be deemed released from the 
Trust Estate and the security interest therein granted to the Trustee, and the Residual Certificateholders 
shall not in any event thereafter be required to refund any such distributed amounts. 

In addition, on any Expense Payment Date, the Paying Agent on behalf of the Trustee shall, upon 
Issuer Order, transfer any fees and expenses set forth in clause FIRST above to the Distribution Fund. 

Distribution Fund 

The Paying Agent on behalf of the Trustee will deposit to the Distribution Fund, subject to any 
limitations described herein, the amounts transferred from the Collection Fund pursuant to clauses FIRST 
and SEVENTH described under the caption “—Collection Fund; Flow of Funds” above.  Amounts 
deposited in the Distribution Fund will be used to pay Senior Transaction Fees and Subordinate Transaction 
Fees.  The amount deposited in the Distribution Fund and the schedule of deposits will be determined by 
the Issuer or set forth in the Indenture.  The Paying Agent of behalf of the Trustee will make all payments 
of fees and expenses directly to the party to whom the fees and expenses are due and only upon receipt of 
an invoice from such party accompanied by a written request for payment and approval by the Issuer or the 
Administrator. 

If the amount on deposit in the Distribution Fund on any Expense Payment Date exceeds the Senior 
Transaction Fees and Subordinate Transaction Fees due, the Issuer may instruct the Paying Agent on behalf 
of the Trustee, pursuant to an Issuer Order, to withdraw from the Distribution Fund on such date an amount 
equal to such excess and to deposit such amount in the Collection Fund. 

Flow of Funds After Events of 
Default and Acceleration 

Following the occurrence of an Event of Default that results in an acceleration of the maturity of 
the Notes, and after the payment of certain fees and expenses, payments of principal and interest on the 
Class A-1B Notes will be made, ratably, without preference or priority of any kind, until the Class A-1B 
Notes are paid in full.  Payments of principal and interest on the Class B Notes will only be made after all 
principal and interest on the Class A-1B Notes has been made in full.  See the caption “SUMMARY OF 
THE INDENTURE PROVISIONS—Remedies on Default” herein. 

Investment of Funds Held by Paying Agent 

The Paying Agent on behalf of the Trustee will invest amounts credited to any fund or account 
established under the Indenture in Investment Securities as directed in writing (or orally, confirmed in 
writing) by an authorized representative of the Issuer  (unless an Event of Default shall have occurred under 
the Indenture for which the Trustee has actual knowledge or has received written notice and the Trustee has 
received direction with respect thereto pursuant to the Indenture).  In the absence of such direction, such 
amounts will be invested in investments described in clause (i) of the definition of Investment Securities.  
Unless an Event of Default shall have occurred under the Indenture, the Issuer acting by and through an 
authorized representative is entitled to, and will, provide written direction, or oral direction confirmed in 
writing to the Paying Agent on behalf of the Trustee with respect to any discretionary acts required or 
permitted of the Trustee under any Investment Securities and the Paying Agent on behalf of the Trustee 
will not take such discretionary acts without such written direction. 

Neither the Trustee nor the Paying Agent will in any way be held liable for the selection of 
Investment Securities purchased in accordance with the written investment directions of the Issuer or by 
reason of any insufficiency in any fund or account resulting from any market loss on any Investment 
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Security so purchased or sold, including without limitation from any loss incurred as a result of the 
liquidation of any investment prior to its stated maturity in accordance with the written investment 
directions of the Issuer or the failure of the Issuer to provide timely written investment directions. 

CREDIT RISK RETENTION 

Regulation RR was adopted jointly by the Securities and Exchange Commission (“SEC”) and 
various federal banking and housing agencies in October 2014, pursuant to the requirements of the 
Dodd-Frank Act.  Regulation RR applies to sponsors of virtually all asset-backed securitizations, whether 
the asset-backed securities are publicly or privately offered, and requires the sponsor of a securitization 
transaction or a majority-owned affiliate of the sponsor to retain an economic interest in not less than five 
percent of the credit risk of securitized assets using specific methods prescribed by Regulation RR.  The 
required interest may be retained in one of several forms, including vertical, horizontal, or a combined 
method.  Retained credit risk exposure generally may not be transferred (other than to a sponsor’s 
majority-owned affiliate), hedged, or financed by nonrecourse debt, though there are sunset timeframes 
under which most of these restrictions will expire. 

Pursuant to Regulation RR (i) for a securitization transaction that is collateralized solely (excluding 
servicing assets as defined in Regulation RR) by FFELP loans that are guaranteed as to 100% of defaulted 
principal and accrued interest, the risk retention requirement is 0%, (ii) for a securitization transaction that 
is collateralized solely (excluding servicing assets) by FFELP loans that are guaranteed as to at least 98% 
but less than 100% of defaulted principal and accrued interest, the risk retention requirement is 2% and 
(iii) for any other securitization transaction that is collateralized solely (excluding servicing assets) by 
FFELP loans, the risk retention requirement is 3%. 

In no event shall the Trustee have any responsibility to monitor compliance with Regulation RR or 
any other rules or regulations regarding risk retention.  The Trustee shall not be charged with knowledge 
of such rules, nor shall it be liable to any Noteholder or any other party or person for a violation of such 
rules and regulations now or hereinafter in effect. 

Eligible Horizontal Residual Interest 

The Issuer will satisfy the risk retention requirement of Regulation RR by retaining the Residual 
Certificate issued pursuant to the Indenture, which Residual Certificate has been structured to satisfy the  
requirements of an “eligible horizontal residual interest” under Regulation RR. 

The fair value of the Residual Certificate is anticipated to exceed three percent of the sum of the 
fair values of the Notes and the Residual Certificate on the Date of Issuance.  Unless the Issuer is no longer 
subject to the risk retention requirements of Section 15G of the Securities Exchange Act, and the regulations 
promulgated thereunder, the Indenture prohibits the transfer of the Residual Certificate to any person or 
entity other than the Issuer, or a majority-owned affiliate of the Issuer, until the latest to occur of: 

• the date which is two years after the Date of Issuance; 

• the date the Pool Balance is reduced to 33 percent or less of the Pool Balance as of the Date 
of Issuance; and 

• the date the principal amount of the Notes is reduced to 33 percent or less of the original 
principal amount of the Notes as of the Date of Issuance. 
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The Residual Certificate will not bear interest and will not have a principal balance.  Distributions, if any, 
on the Residual Certificate will be made from amounts released from the Indenture, after all payments due 
on the Notes on the related Monthly Distribution Date have been paid.  See the caption “SECURITY AND 
SOURCES OF PAYMENT FOR THE NOTES—Collection Fund; Flow of Funds” herein.  In addition, 
except as provided in Regulation RR, the Issuer, and any affiliate of the Issuer, is prohibited from directly 
or indirectly hedging or otherwise transferring the credit risk that the Issuer is required to retain pursuant 
to Regulation RR. 

Fair Value 

Pursuant to Regulation RR, the Issuer is required to determine the fair values of each class of the 
Notes and the Residual Certificate using a fair value measurement framework under U.S. generally accepted 
accounting principles.  The amount of the eligible horizontal residual interest, expressed as a percentage, is 
equal to the fair value of the eligible horizontal residual interest divided by the fair value of all ABS interests 
issued in the securitization transaction, being the Notes and the Residual Certificate.  Under U.S. generally 
accepted accounting principles, fair value is the price that would be received to sell an asset or paid to 
transfer a liability in an orderly transaction between market participants at the measurement date.  To 
increase consistency and comparability in fair value measurements and related disclosures, the fair value 
hierarchy prioritizes the inputs to valuation techniques used to measure fair value into three broad levels.  
The fair value hierarchy gives the highest priority to Level 1 inputs and the lowest priority to Level 3 inputs, 
each as described below: 

• Level 1 – inputs are quoted prices (unadjusted) in active markets for identical assets or 
liabilities that the reporting entity has the ability to access at the measurement date; 

• Level 2 – inputs are inputs other than quoted prices included within Level 1 that are 
observable for the asset or liability, either directly or indirectly, such as quoted prices for 
identical or similar assets or liabilities and observable inputs such as interest rates and yield 
curves; and 

• Level 3 – inputs are unobservable inputs for the asset or liability, and reflect the reporting 
entity’s own assumptions about the assumptions that market participants would use in 
pricing the asset or liability (including assumptions about risk). 

Fair Value of Notes.  The fair values of the Notes are categorized within Level 1 of the hierarchy, 
reflecting the actual pricing of the Notes.  Based upon the pricing of the Notes, (a) the fair value of the 
Class A-1B Notes is assumed to equal 100% of the initial principal balance of the Class A-1B Notes, 
assuming the interest rate on the Class A-1B Notes will be One-Month LIBOR plus a spread equal to 0.58%, 
and (b) the fair value of the Class B Notes is assumed to equal 100% of the initial principal balance of the 
Class B Notes, assuming the interest rate on the Class B Notes will be One-Month LIBOR plus a spread 
equal to 1.20% per annum. 

Fair Value of Residual Certificate.  The fair value of the Residual Certificate is determined using 
the Issuer’s key inputs and assumptions and its internal valuation models as the inputs are generally not 
observable (Level 3 inputs).  The Issuer’s model projects the anticipated collections and payments in respect 
of the Financed Eligible Loans, including interest and principal payments on the Financed Eligible Loans 
(including Special Allowance Payments and Interest Subsidy Payments), defaults and recovery payments 
of the Financed Eligible Loans, interest and principal payments on the Notes, required payments from the 
Reserve Fund, transaction fees and expenses and servicing fees.  The resulting cash flows to the Residual 
Certificate are discounted to the present value based on a discount rate that reflects the credit exposure to 
these cash flows. 
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In making these calculations, the Issuer made the following assumptions, in addition to the 
assumptions set forth in “APPENDIX B—WEIGHTED AVERAGE LIVES, EXPECTED MATURITIES 
AND PERCENTAGES OF ORIGINAL PRINCIPAL REMAINING AT CERTAIN MONTHLY 
DISTRIBUTION DATES FOR THE NOTES” hereto, except with respect to clauses (h), (l) and (w) therein: 

• the initial principal amount of each Class of the Notes is as follows: (i) Class A-1B, 
$636,650,000; and (ii) Class B, $12,350,000; 

• interest accrues on each class of the Notes at the rates described above; 

• principal and interest payments for the Financed Eligible Loans are calculated using the 
characteristics described under the caption “CHARACTERISTICS OF THE FINANCED 
ELIGIBLE LOANS” herein; 

• the cumulative default rate on the Financed Eligible Loans is approximately 18%, applied 
to the initial principal balance of the Financed Eligible Loans plus accrued interest 
capitalized thereon, determined as described below; 

• the recovery rate on defaulted Financed Eligible Loans is 97.86% of the outstanding 
principal balance and accrued interest thereon upon default, based on the level of guarantee 
applicable to the Financed Eligible Loans as of the Statistical Cut-Off Date; 

• the Financed Eligible Loans voluntarily prepay at a constant prepayment rate of 4.0%; 

• 2.6% of the Financed Eligible Loans remain in deferment for 36 months, based upon the 
utilization of deferment as of the Statistical Cut-Off Date; 

• 7.6% of the Financed Eligible Loans remain in forbearance for 48 months, based upon the 
utilization of forbearance as of the Statistical Cut-Off Date; 

• the discount rate applied to the cash flows for the Residual Certificate is 9%, as determined 
in accordance with the discount rate methodology described below; 

• no Special Allowance Payments are reflected after the optional redemption date; and 

• the Notes will be redeemed on the optional redemption date and the remaining Financed 
Eligible Loans will be acquired at par plus accrued interest. 

The Issuer developed these inputs and assumptions considering the following factors: 

• Cumulative default rate – The cumulative default rate is calculated as a percentage of the 
loan principal balance and capitalized interest thereon outstanding upon entering 
repayment.  The timing of the application of the cumulative default rate in relation to the 
number of months the loans have been in repayment, depends on the loan type.  For all 
loans, the default timing curve is 25/25/20/10/10/10 from year 1 through year 6. 

• Borrower benefit yield impact – This represents the annualized yield reduction on the 
principal balance of the Financed Eligible Loans not in a school or grace status due to the 
utilization of available borrower benefits.  The yield impact of the utilization of borrower 
benefits on the Financed Eligible Loans is based upon the utilization of borrower benefits 
as of the Statistical Cut-Off Date. 
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• Discount rate – The discount rate represents the rate used in discounted cash flow analysis 
to determine the present value of future cash flows of the Residual Certificate.  This rate 
represents our estimate of the sum of the risk-free rate, a market premium reflecting the 
perceived riskiness of this cash flow, and a liquidity premium.  The discount rate is further 
informed by observed discount rates at which similar cash flows have been recently traded, 
if any. 

The Issuer developed these inputs and assumptions for each of its various loan products by 
reviewing several factors, including the composition of the Financed Eligible Loan pools, the performance 
of certain FFELP loans held by the Issuer, including its prior securitized pools and economic conditions.  
The inputs and assumptions described above include all inputs and assumptions that could reasonably be 
expected to have a material impact on the fair value calculation or would be material to a prospective 
investor’s ability to evaluate the Issuer’s fair value calculation. 

Fair Value Calculations 

Based on the assumptions and methodologies described above, as of the Date of Issuance, the fair 
values of each class of the Notes and the Residual Certificate are expected to be: 

ABS interests Fair Value Percentage* 

Class A-1B Notes $636,650,000 90.8% 
Class B Notes 12,350,000 1.8 
Residual Certificate   52,456,904    7.5 

Total $701,456,904 100.0% 
____________________ 
* Percentages may not sum to 100% due to rounding. 

 
The Issuer will recalculate the fair values of each class of the Notes and the Residual Certificate 

after the Date of Issuance to reflect the issuance of the Notes and any changes in the methodology or any 
of the key inputs and assumptions described above.  The fair value of the Residual Certificate as a 
percentage of the fair value of all ABS interests issued in the transaction will be included in the first 
distribution report, together with a description of any changes in the methodology or key inputs and 
assumptions used to calculate the fair value. 

Any information contained herein with respect to the Residual Certificate is provided only to 
facilitate a better understanding of the Notes. 

BOOK-ENTRY REGISTRATION 

The following information concerning DTC and DTC’s book-entry system has been obtained from 
information made publicly available by DTC and contains statements that are believed to describe 
accurately DTC, the method of effecting book-entry transfers of securities distributed through DTC and 
certain related matters, but the Issuer and the Underwriter take no responsibility for the accuracy of such 
statements. 

Investors acquiring beneficial ownership interests in the Notes issued in book-entry form may hold 
their Notes in the United States through DTC (as defined under the caption “—DTC” below). 

Principal and interest payments on the Notes are to be made to Cede & Co.  DTC’s practice is to 
credit direct participant’s accounts upon receipt of funds and corresponding detail information from the 
Issuer on the payable date in accordance with their respective holdings shown on DTC’s records.  Payments 
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by participants to beneficial owners are governed by standing instructions and customary practices, as is 
the case with securities held for the accounts of customers in bearer form or registered in “street name,” 
and shall be the responsibility of the participant and not of DTC, the Trustee or the Issuer, subject to any 
statutory or regulatory requirements as may be in effect from time to time.  Payment of principal and interest 
is the responsibility of the Issuer, which the Paying Agent (acting at the direction of the Issuer) shall forward 
to Cede & Co. Disbursement of such payments to direct participants shall be the responsibility of DTC, and 
disbursement of such payments to the beneficial owners shall be the responsibility of direct and indirect 
participants.  Under a book-entry format, Noteholders may experience a delay in their receipt of payments, 
since payments will be forwarded by the Paying Agent to Cede & Co., which will forward the payments to 
its participants who will then forward them to indirect participants or Noteholders.  Under a book-entry 
format, Noteholders may experience a delay in their receipt of payments, since payments will be forwarded 
by the Paying Agent to Cede & Co., which will forward the payments to its participants who will then 
forward them to indirect participants or Noteholders. 

Redemption notices shall be sent to DTC.  If less than all of the Notes are being redeemed, DTC’s 
practice is to determine by lot the amount of the interest of each direct participant in the Notes to be 
redeemed. 

DTC has advised that it will take any action permitted to be taken by a Noteholder under the 
Indenture only at the direction of one or more participants to whose accounts with DTC the Notes are 
credited. 

Neither DTC nor Cede & Co. will consent or vote with respect to the Notes.  Under its usual 
procedures, DTC mails an omnibus proxy to the trust, or the Trustee, as appropriate, as soon as possible 
after the record date.  The omnibus proxy assigns Cede & Co.’s consenting or voting rights to those direct 
participants to whose accounts the Notes are credited on the record date. 

None of the Issuer, the Trustee, the Paying Agent or the Underwriter will have any responsibility 
or obligation to any DTC participants or the persons for whom they act as nominees with respect to the 
accuracy of any records maintained by DTC or any participant, the payment by DTC or any participant of 
any amount due to any beneficial owner in respect of the principal amount or interest on the Notes, the 
delivery by any DTC participant of any notice to any beneficial owner which is required or permitted under 
the terms of the Indenture to be given to Noteholders or any other action taken by DTC. 

In certain circumstances, the Issuer may discontinue use of the system of book-entry transfers 
through DTC or a successor securities depository.  In that event, Note certificates are to be printed and 
delivered.  DTC may discontinue providing its services as securities depository with respect to the Notes at 
any time by giving reasonable notice to the Issuer or the Trustee.  In the event that a successor securities 
depository is not obtained, Note certificates are required to be printed and delivered in accordance with the 
Indenture. 

The Notes will be issued in minimum denominations of $100,000 and in integral multiples of 
$1,000 in excess thereof, and may be held and transferred, and will be offered and sold, in principal balances 
of not less than these minimum denominations. 

The Issuer will apply to DTC for acceptance in its book-entry settlement systems of the Notes.  The 
Notes will have the CUSIP numbers and ISINs, as applicable, set forth in under the caption “SUMMARY 
OF TERMS” herein.  Payments of principal, interest and any other amounts payable on the Notes will be 
made to or to the order of the relevant clearing system’s nominee as the Noteholder of the Notes. 
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DTC.  The Depository Trust Company, or DTC, is a limited-purpose trust company organized 
under the New York Banking Law, a “banking organization” within the meaning of the New York Banking 
Law, a member of the Federal Reserve System, a “clearing corporation” within the meaning of the New 
York Uniform Commercial Code and a “clearing agency” registered pursuant to the provisions of 
Section 17A of the Securities Exchange Act.  DTC holds and provides asset servicing for over 3.5 million 
issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market 
instruments (from over 100 countries) that DTC’s participants, known as direct participants, deposit with 
DTC.  DTC also facilitates the post-trade settlement among direct participants of sales and other securities 
transactions in deposited securities, through electronic computerized book-entry transfers and pledges 
between direct participants’ accounts.  This eliminates the need for physical movement of securities 
certificates.  Direct participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust 
companies, clearing corporations and certain other organizations.  DTC is a wholly owned subsidiary of 
The Depository Trust & Clearing Corporation (“DTCC”).  DTCC is the holding company for DTC, 
National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which are 
registered clearing agencies.  DTCC is owned by the users of its regulated subsidiaries.  Access to the DTC 
system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust 
companies, and clearing corporations that clear through or maintain a custodial relationship with a direct 
participant, either directly or indirectly as an indirect participant.  DTC has an S&P rating of “AA+.”  The 
DTC Rules applicable to its participants are on file with the Securities and Exchange Commission.  More 
information about DTC can be found at www.dtcc.com.  This website is not incorporated into and shall not 
be deemed to be a part of this Offering Memorandum. 

Purchases of the Notes under the DTC system must be made by or through direct participants, 
which will receive a credit for the Notes on DTC records.  The ownership interest of each actual purchaser 
of Notes, or beneficial owner, is in turn to be recorded on the direct and indirect participants’ records.  
Beneficial owners shall not receive written confirmation from DTC of their purchase.  Beneficial owners 
are, however, expected to receive written confirmations providing details of the transaction, as well as 
periodic statements of their holdings, from the direct or indirect participant through which the beneficial 
owner entered into the transaction.  Transfers of ownership interests in the Notes are to be accomplished 
by entries made on the books of direct and indirect participants acting on behalf of beneficial owners.  
Beneficial owners will not receive certificates representing their ownership interests in the Notes, except in 
the event that use of the book-entry system for the class of any Notes is discontinued. 

To facilitate subsequent transfers, all Notes deposited by participants with DTC are registered in 
the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an 
authorized representative of DTC.  The deposit of such Notes with DTC and their registration in the name 
of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership.  DTC has no 
knowledge of the actual beneficial owners of Notes; DTC’s records reflect only the identity of the direct 
participants to whose accounts such Notes are credited, which may or may not be the beneficial owners.  
The direct and indirect participants remain responsible for keeping account of their holdings on behalf of 
their customers. 

Conveyance of notices and other communications by DTC to direct participants, by direct 
participants to indirect participants, and by direct participants and indirect participants to beneficial owners 
are governed by arrangements among them, subject to any statutory or regulatory requirements as may be 
in effect from time to time. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 
Notes unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures.  Under its 
usual procedures, DTC mails an Omnibus Proxy to the Issuer as soon as possible after the record date.  The 
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Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those direct participants to whose 
accounts the Notes are credited on the record date (identified in a listing attached to the Omnibus Proxy). 

Redemption proceeds, distributions, and dividend payments on the Notes are to be made to Cede & 
Co., or such other nominee as may be requested by an authorized representative of DTC.  DTC’s practice 
is to credit direct participants’ accounts upon DTC’s receipt of funds and corresponding detailed 
information from the Issuer, the Trustee or the Paying Agent, on payable date in accordance with their 
respective holdings shown on DTC’s records.  Payments by participants to beneficial owners will be 
governed by standing instructions and customary practices, as is the case with securities held for the 
accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such 
participant and not of DTC, the Issuer, the Trustee or the Paying Agent, subject to any statutory or 
regulatory requirements as may be in effect from time to time.  Payment of redemption proceeds, 
distributions, and dividend payments to Cede & Co. (or such other name as may be requested by an 
authorized representative of DTC) is the responsibility of the Issuer (through the Paying Agent on behalf 
of the Trustee), disbursement of such payments to direct participants will be the responsibility of DTC, and 
disbursement of such payments to the beneficial owners will be the responsibility of direct and indirect 
participants. 

TRUSTEE 

The Issuer will issue the Notes pursuant to the Indenture by and between the Issuer and U.S. Bank 
National Association, as Trustee.  The Trustee’s duties are limited to those duties specifically set forth in 
the Indenture. 

The following information has been furnished by U.S. Bank National Association (“U.S. Bank”) 
for use in this Offering Memorandum.  Neither the Issuer nor the Underwriter guarantees or makes any 
representation as to the accuracy or completeness thereof or the absence of material adverse change in such 
information or in the condition of the Trustee subsequent to the date hereof. 

U.S. Bank, a national banking association, will act as Trustee.  U.S. Bancorp, with total assets 
exceeding $559 billion as of June 30, 2021, is the parent company of U.S. Bank, the fifth largest commercial 
bank in the United States.  As of June 30, 2021, U.S. Bancorp operated over 2,200 branch offices in 26 
states.  A network of specialized U.S. Bancorp offices across the nation provides a comprehensive line of 
banking, brokerage, insurance, investment, mortgage, trust and payment services products to consumers, 
businesses, and institutions. 

U.S. Bank has one of the largest corporate trust businesses in the country with office locations in 
48 domestic and 2 international cities.  U.S. Bank has provided corporate trust services since 1924. 

As of June 30, 2021, U.S. Bank was acting as trustee with respect to over 111,000 issuances of 
securities with an aggregate outstanding principal balance of over $5 trillion.  This portfolio includes 
corporate and municipal bonds, mortgage backed and asset backed securities and collateralized debt 
obligations. 

U.S. Bank and other large financial institutions have been sued in their capacity as trustee or 
successor trustee for certain residential mortgage backed securities (“RMBS”) trusts.  The complaints, 
primarily filed by investors or investor groups against U.S. Bank and similar institutions, allege the trustees 
caused losses to investors as a result of alleged failures by the sponsors, mortgage loan sellers and servicers 
to comply with the governing agreements for these RMBS trusts.  Plaintiffs generally assert causes of action 
based upon the trustees’ purported failures to enforce repurchase obligations of mortgage loan sellers for 
alleged breaches of representations and warranties, notify securityholders of purported events of default 
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allegedly caused by breaches of servicing standards by mortgage loan servicers and abide by a heightened 
standard of care following alleged events of default. 

U.S. Bank denies liability and believes that it has performed its obligations under the RMBS trusts 
in good faith, that its actions were not the cause of losses to investors, that it has meritorious defenses, and 
it has contested and intends to continue contesting the plaintiffs’ claims vigorously.  However, U.S. Bank 
cannot assure you as to the outcome of any of the litigation, or the possible impact of these litigations on 
the Trustee or the RMBS trusts. 

On March 9, 2018, a law firm purporting to represent fifteen Delaware statutory trusts (the “DSTs”) 
that issued securities backed by student loans (the “Student Loans”) filed a lawsuit in the Delaware Court 
of Chancery against U.S. Bank in its capacities as indenture trustee and successor special servicer, and three 
other institutions in their respective transaction capacities, with respect to the DSTs and the Student Loans.  
This lawsuit is captioned The National Collegiate Student Loan Master Trust I, et al. v. U.S. Bank National 
Association, et al., C.A. No. 2018 0167 JRS (Del. Ch.) (the “NCMSLT Action”).  The complaint, as 
amended on June 15, 2018, alleged that the DSTs have been harmed as a result of purported misconduct or 
omissions by the defendants concerning administration of the trusts and special servicing of the Student 
Loans.  Since the filing of the NCMSLT Action, certain Student Loan borrowers have made assertions 
against U.S. Bank concerning special servicing that appear to be based on certain allegations made on behalf 
of the DSTs in the NCMSLT Action. 

U.S. Bank has filed a motion seeking dismissal of the operative complaint in its entirety with 
prejudice pursuant to Chancery Court Rules 12(b)(1) and 12(b)(6) or, in the alternative, a stay of the case 
while other prior filed disputes involving the DSTs and the Student Loans are litigated.  On November 7, 
2018, the Court ruled that the case should be stayed in its entirety pending resolution of the first filed cases.  
On January 21, 2020, the Court entered an order consolidating for pretrial purposes the NCMSLT Action 
and three other lawsuits pending in the Delaware Court of Chancery concerning the DSTs and the Student 
Loans, which remains pending. 

U.S. Bank denies liability in the NCMSLT Action and believes it has performed its obligations as 
indenture trustee and special servicer in good faith and in compliance in all material respects with the terms 
of the agreements governing the DSTs and that it has meritorious defenses.  It has contested and intends to 
continue contesting the plaintiffs’ claims vigorously. 

U.S. Bank has not furnished or verified any information or statements contained in this Offering 
Memorandum other than the information contained in the third through tenth paragraphs of this caption 
“TRUSTEE”, and U.S. Bank is not responsible for the sufficiency, completeness or accuracy of any 
information or statement contained in this Offering Memorandum other than the information provided 
directly by U.S. Bank. 

The Issuer may maintain customary banking relations on arm’s-length terms with the Trustee. 

Subject to the terms of the Indenture, the Trustee will act on behalf of the Noteholders and represent 
their interests in the exercise of its rights under the Indenture.  See the caption “SUMMARY OF THE 
INDENTURE PROVISIONS—The Trustee” herein for additional information regarding the 
responsibilities of the Trustee.  The Trustee will not have any obligation to administer, service or collect 
the Financed Eligible Loans or to maintain or monitor the administration, servicing or collection of those 
Financed Eligible Loans. 
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SUMMARY OF THE INDENTURE PROVISIONS 

The following is a summary of some of the provisions in the Indenture.  This summary does not 
cover every detail contained in the Indenture and reference should be made to the Indenture and is subject 
to all of the terms and conditions of the Indenture in its entirety for a full and complete statement of its 
provisions. 

Copies of the Indenture may be inspected by Noteholders at the office of the Trustee during regular 
business hours upon request of the Trustee; provided that such inspections may be limited or may occur 
virtually if the Trustee is not accepting on-site visitors per its internal policies due to an epidemic or 
pandemic.   

Parity and Priority of Lien 

The provisions of the Indenture are generally for the equal benefit, protection and security of the 
Noteholders under the Indenture except as expressly provided in the Indenture with respect to certain 
payments and other priorities, including priority of payment of the Class A-1B Notes before payment of 
the Class B Notes. 

THE NOTES ARE SPECIAL, LIMITED OBLIGATIONS OF THE ISSUER PAYABLE 
SOLELY FROM THE TRUST ESTATE DESCRIBED HEREIN. 

The revenues and other money, Financed Eligible Loans and other assets the Issuer pledges under 
the Indenture will be free and clear of any pledge, lien, charge or encumbrance, other than that created by 
the Indenture.  If any Financed Eligible Loan is found to have been subject to a lien at the time such 
Financed Eligible Loan was pledged to the Trust Estate created under the Indenture, the Issuer will cause 
such lien to be released, will purchase such Financed Eligible Loan from the Trust Estate for a purchase 
price equal to its principal amount and interest accrued thereon or will replace such Financed Eligible Loan 
with another Eligible Loan with substantially identical characteristics which replacement Eligible Loan will 
be free and clear of liens at the time of such replacement. 

Except as otherwise provided in the Indenture, the Issuer: 

(a) will not create or voluntarily permit to be created any debt, lien or charge on the 
Financed Eligible Loans which would be on a parity with, subordinate to, or prior to the lien of the 
Indenture; 

(b) will not take any action or fail to take any action that would result in the lien of the 
Indenture or the priority of that lien for the Notes thereby secured being lost or impaired; and 

(c) will pay or cause to be paid, or will make adequate provisions for the satisfaction 
and discharge of all lawful claims and demands which if unpaid might by law be given precedence 
to or any equality with the Indenture as a lien or charge upon the Financed Eligible Loans. 

Representations and Warranties 

The Issuer will represent and warrant in the Indenture, among other things, that: 

(a) it is duly authorized to issue the Notes and to execute and deliver the Indenture; 



 

 109 

(b) all necessary action for the issuance of the Notes and the execution and delivery of 
the Indenture has been duly and effectively taken; and 

(c) the Notes in the hands of the Noteholders are and will be valid and enforceable 
obligations of the Issuer secured by and payable solely from the Trust Estate created under the 
Indenture. 

Sale of Financed Eligible Loans 

Except under limited circumstances described in the Indenture, Financed Eligible Loans may not 
be sold, transferred or otherwise disposed of by the Issuer free from the lien of the Indenture while any 
Notes are outstanding.  However, the Issuer may sell Financed Eligible Loans free from the lien of the 
Indenture, so long as the sale price for any Financed Eligible Loan is not less than the amount required to 
prepay in full such Financed Eligible Loan under the terms thereof, including all accrued interest thereon, 
and the collective aggregate Principal Balance of all such sales does not exceed 5% of the initial Pool 
Balance and the collective aggregate Principal Balance of all such sales in any calendar year does not exceed 
1% of the Pool Balance as of the first date of such calendar year (or as of the Date of Issuance with respect 
to the first calendar year). 

Further Covenants 

The Issuer will cause financing statements to be filed in any jurisdiction necessary to perfect the 
security interest it grants under the Indenture that can be perfected by filing. 

Upon written request of the Trustee, the Issuer will permit the Trustee or its agents, accountants 
and attorneys, to examine and inspect the property, books of account, records, reports and other data relating 
to the Financed Eligible Loans, and will furnish the Trustee such other information as it may reasonably 
request.  The Trustee will be under no duty to make any examination unless requested in writing to do so 
by the Noteholders of at least 66-2/3% of the Outstanding Amount of the Notes at the time outstanding, and 
unless those Noteholders have offered the Trustee security and indemnity satisfactory to it against any costs, 
expenses and liabilities which might be incurred in making any examination. 

The Issuer will keep and maintain proper books of account relating to its program of financing 
Eligible Loans under the Indenture (the “Program”) including all dealings or transactions of or in relation 
to the business and affairs of the Issuer which relate to the Notes.  Within 180 days of the close of each 
fiscal year, the Issuer will receive an audit of the Issuer by an independent certified public accountant.  A 
copy of the audit report showing in reasonable detail the financial condition of the Issuer as at the close of 
each fiscal year will be filed with the Trustee within 60 days after it is received by the Issuer and will be 
available for inspection by any Noteholder upon request. 

The Issuer will deliver to the Trustee, within 180 days after the end of each fiscal year, a brief 
certificate from an authorized representative of the Issuer including (a) a current list of the authorized 
representatives of the Issuer, and (b) a statement indicating whether or not, to the knowledge of the signers 
thereof, the Issuer is in compliance with all conditions and covenants under the Indenture and, in the event 
of any noncompliance, specifying such noncompliance and the nature and status thereof. 

The Issuer makes a number of negative covenants in the Indenture, including, without limitation, 
that it will not (a) sell, transfer, exchange or otherwise dispose of any portion of the Trust Estate except as 
expressly permitted by the Indenture; (b) claim any credit on, or make any deduction from, the principal 
amount of any of the Notes by reason of the payment of any taxes levied or assessed upon any portion of 
the Trust Estate; (c) permit the validity or effectiveness of the Indenture, any supplemental indenture or any 
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grant thereunder to be impaired, or permit the lien of the Indenture to be amended, hypothecated, 
subordinated, terminated or discharged, or permit any person to be released from any covenants or 
obligations under the Indenture, except as may be expressly permitted thereby; (d) except as otherwise 
provided in the Indenture, permit any lien, charge, security interest, mortgage or other encumbrance (other 
than the lien of the Indenture) to be created on or extend to or otherwise arise upon or burden the Trust 
Estate or any part thereof or any interest therein or the proceeds thereof; or (e) permit the lien of the 
Indenture not to constitute a valid first priority, perfected security interest in the Trust Estate. 

Monthly Servicing Report 

No later than three Business Days preceding each Monthly Distribution Date, the Issuer shall cause 
the Administrator to prepare and furnish to the Trustee and the Paying Agent a Monthly Servicing Report.  
Except for the portion of the Monthly Servicing Report that is required for the application of Available 
Funds on the Monthly Distribution Date, the other portions of the Monthly Servicing Report may be 
provided by no later than the fifth day after each Monthly Distribution Date.  The Monthly Servicing Report 
will include the following: 

(a) descriptions of portfolio characteristics; 

(b) identification of remaining applicable Note balances; 

(c) descriptions of amounts of the distribution allocable to principal and interest of the 
Class A-1B Notes and the Class B Notes; 

(d) changes in Pool Balance over the distribution period; 

(e) fees paid by the Trust Estate; and 

(f) limited descriptions of activity in the Reserve Fund, Collection Fund and Student 
Loan Fund. 

The Trustee will make available to the Noteholders and the Beneficial Owners on its website at 
https://pivot.usbank.com (which information and website are not part of, and are not incorporated by 
reference into, this Offering Memorandum), or such other internet address as the Trustee may specify from 
time to time, the Monthly Servicing Report no later than the fifth day after each Monthly Distribution Date.  
The Trustee may cease making such Monthly Servicing Reports available on its website, provided that it 
provides an alternate means of delivery.  See the caption “ADDITIONAL INFORMATION; REPORTS 
TO NOTEHOLDERS” herein. 

Servicing of the Financed Eligible Loans and 
Enforcement of the Administration 
Agreement and the Servicing Agreements 

The Issuer, or the Administrator on its behalf, will cause each Servicer to duly and properly service 
all Financed Eligible Loans and enforce the payment and collection of all payments of principal and interest 
payments which relate to any Financed Eligible Loans.  The Issuer will cause each Servicer to enter into a 
Servicing Agreement providing that the Servicer will administer and collect all Financed Eligible Loans in 
the manner consistent with the Indenture and perform any duties, obligations and functions imposed upon 
the Servicer therein.  The Issuer will not remove, or permit the Administrator to remove on its behalf, any 
Servicer under a Servicing Agreement unless (i) the Issuer has appointed a successor Servicer, (ii) the 
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successor Servicer has executed and delivered a Servicing Agreement, and (iii) the Issuer has satisfied the 
Rating Agency Condition. 

The Issuer will cause to be diligently enforced and taken all reasonable steps, actions and 
proceedings necessary for the enforcement of, all material terms, covenants and conditions of all Servicing 
Agreements, including, without limitation, the prompt payment of all principal and interest payments and 
all other amounts due the Issuer thereunder, including, all grants, subsidies, insurance payments, Special 
Allowance Payments, Interest Benefit Payments and all Guarantee payments by a Guaranty Agency which 
relate to any Financed Eligible Loans.  Collections received on the Financed Eligible Loans once identified 
by the applicable Servicer as such shall be transferred to the Paying Agent on behalf of the Trustee for 
deposit into the Collection Fund within two Business Days of receipt and identification as cleared funds.  
Except to the extent expressly permitted by the Indenture, the Issuer: 

(a) will not permit the release of any material obligations of a Servicer under its Servicing 
Agreement, except in conjunction with amendments or modifications permitted by the Indenture and will 
defend, enforce, preserve and protect the material rights of the Issuer and the Trustee thereunder; 

(b) will not consent or agree to or permit any amendment or modification of a Servicing 
Agreement which will materially adversely affect the rights or security of the Trustee or the Noteholders; 
and 

(c) will duly and punctually perform and observe each of its obligations to each Servicer under 
its Servicing Agreement in accordance with the terms thereof. 

Notwithstanding the foregoing, the Indenture does not prevent the Issuer from taking any action to 
replace a Servicer or from consenting or agreeing to, or permitting, any amendments, modifications to, or 
waivers with respect to, any Servicing Agreement, subject to the conditions set forth in the Indenture. 

If at any time a Servicer fails in any material respect to perform its obligations under its Servicing 
Agreement or under the Higher Education Act or under the Indenture, or if any servicing audit shows any 
material deficiency in the servicing of Financed Eligible Loans by a Servicer, the Issuer will cause the 
Servicer to, cure the failure to perform or the material deficiency or, to the extent permitted under the 
applicable Servicing Agreement, remove such Servicer and appoint another Servicer.  From the date of the 
Indenture until all of the obligations of the Issuer under the Indenture shall be paid in full, each Servicer 
will service, administer and make collections with respect to the Financed Eligible Loans in all material 
respects with Accepted Servicing Procedures.  The Issuer agrees to send notice to the Rating Agencies of 
any change in Servicer. 

If any Financed Eligible Loan ceases to be Guaranteed, and as a result thereof, a Guarantee claim 
with respect to such Financed Eligible Loan is rejected by the applicable Guaranty Agency and the same is 
not cured within 180 days after such rejection or if any Financed Eligible Loan is determined to be 
encumbered by any lien other than the lien of the Indenture, then the Issuer will cause the Servicer to either: 
(a) purchase such Financed Eligible Loan from the Trust Estate created under the Indenture for a purchase 
price equal to its Principal Balance and interest accrued thereon; or (b) replace such Financed Eligible Loan 
with another Financed Eligible Loan of substantially identical characteristics; and provided, however, that 
this provision shall be applicable only to the extent that such repurchase or replacement is provided by the 
applicable Servicing Agreement. 

The Issuer will not consent or agree to or permit any amendment, supplement or modification of 
the Administration Agreement or any Servicing Agreement as it relates to the Financed Eligible Loans 
unless the Rating Agency Condition has been satisfied with respect to any such amendment, supplement or 
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modification; provided that, the Administration Agreement or any Servicing Agreement may be amended 
at any time upon the mutual written consent of the parties to cure any ambiguity, defect, or omission in the 
Administration Agreement or any Servicing Agreement without a Rating Agency Condition upon receipt 
of an Opinion of Counsel that any such amendment or modification will not materially adversely affect the 
rights or security of the Noteholders, is authorized and permitted by such Administration Agreement or 
Servicing Agreement and all conditions precedent have been satisfied. 

Upon the occurrence and continuation of an Administrator Default, the Administrator may be 
replaced to the extent provided in the Administration Agreement. 

Additional Covenants With Respect to the 
Higher Education Act 

The Issuer is responsible for the following actions, among others, with respect to the Higher 
Education Act: 

(a) administering, operating and maintaining the Issuer’s Program with respect to 
Eligible Loans in such manner as to ensure that the Program and the Financed Eligible Loans are 
in material compliance with and will benefit from the benefits available under the Higher Education 
Act and the federal program of reimbursement for Eligible Loans pursuant to the Higher Education 
Act; 

(b) from and after the date on which the Eligible Lender Trustee on its behalf shall 
have entered into any Guarantee Agreement with respect to the Financed Eligible Loans, causing 
the Eligible Lender Trustee to maintain such Guarantee Agreements and diligently enforce its rights 
thereunder and not voluntarily consent to or permit any rescission of or consent to any amendment 
to or otherwise take any action under or in connection with any Guarantee Agreement or similar or 
supplemental agreement which in any manner would materially adversely affect the rights of the 
Noteholders under the Indenture;  

(c) causing to be diligently enforced, and causing to be taken all steps reasonably 
necessary for the enforcement of all terms, covenants and conditions of all Financed Eligible Loans 
and agreements in connection with the Financed Eligible Loans, including the prompt payment of 
all principal and interest payments and all other amounts due to the Issuer thereby; not releasing 
the obligations of any borrower or agreeing to, permitting, allowing or causing any amendment or 
modification of any Financed Eligible Loan which will materially adversely affect the rights or 
security of the Noteholders under the Indenture; provided, however, nothing in the Indenture shall 
be construed to prevent the Issuer from (i) settling a default or curing a delinquency on any 
Financed Eligible Loan or otherwise settling any dispute with a borrower on such terms as shall be 
required by law or as the Issuer may deem to be in the best interest of the Program (ii) providing 
any deferral, forbearance or other similar benefits in accordance with the standards, practices and 
requirements of the applicable Servicer and the Higher Education Act; (iii) amending the terms of 
a Financed Eligible Loan to provide for a different rate of interest thereon to the extent required by 
law, (iv) adjusting the principal repayment terms of any Financed Eligible Loan in accordance with 
any repayment plan authorized by the Higher Education Act (including putting the borrower into 
repayment early), (v) granting such relief to borrowers residing or attending school in federally 
declared disaster areas or for other catastrophic circumstances as the Issuer may deem appropriate, 
(vi) waiving or limiting late payment charges for any borrower, (vii) applying any credit to the 
balance of a Financed Eligible Loan if an amount equal to the credit is deposited into the Collection 
Fund by or at the direction of the Issuer as a payment of such Financed Eligible Loan, 
(viii) otherwise amending the terms of any Financed Eligible Loan or agreement in connection 
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therewith in any manner if the Rating Agency Condition is met with respect to such amendment, 
(ix) ceasing collection and servicing efforts with respect to any Financed Eligible Loan when and 
if the Issuer determines that the probable costs of collection and servicing exceed the expected 
proceeds of collection (including having a write-off policy that is consistent with the standards and 
requirements of the applicable Servicer), (x) with respect to any Rejected Claim Loans, 
rescheduling, revising, deferring, selling or otherwise compromising payments or taking other 
reasonable actions with respect to Financed Eligible Loans in connection with maximizing the net 
recovery on such Financed Eligible Loans, or (xi) charging interest at a lower rate than is required 
by the Higher Education Act to the extent provided in the Indenture; 

(d) complying in all material respects with all United States and state statutes and 
regulations which apply to the Program and to the Financed Eligible Loans; and 

(e) causing to be administered and collected all Financed Eligible Loans in a 
competent, diligent, and orderly fashion and in accordance with all applicable requirements of the 
Higher Education Act, the Secretary, the regulations of the Secretary and each Guaranty Agency, 
and the Indenture. 

For the avoidance of doubt, neither the Trustee nor the Eligible Lender Trustee will have any 
obligation to administer, service or collect the Financed Eligible Loans or to maintain or monitor the 
administration, servicing or collection of such loans. 

Continuing Existence; Merger and Consolidation 

The Issuer shall maintain its existence as a nonprofit corporation described in Section 501(c)(3) of 
the Code, shall not become a “private foundation” as defined in Section 509(a) of the Code, shall be exempt 
from federal income taxation under Section 501(a) of the Code and shall not, except as otherwise 
specifically authorized in the Indenture, dispose of all or substantially all of its assets (by sale, lease or 
otherwise), or consolidate with or merge into another entity or permit any other entity to consolidate with 
or merge into it unless either the Issuer is the surviving entity or each of the following conditions is satisfied: 

(a) the surviving, resulting or transferee entity, as the case may be, is an organization described 
in Section 501(c)(3) of the Code, is not a “private foundation” as defined in Section 509(a) of the Code, 
and is exempt from federal income taxation under Section 501(a) of the Code; 

(b) at least 10 days before any merger, consolidation or transfer of assets becomes effective, 
the Issuer has given the Trustee and the Administrator written notice of the proposed transaction; 

(c) immediately after giving effect to any merger, consolidation or transfer of assets, no Event 
of Default has occurred and is continuing under the Indenture; 

(d) the Rating Agency Condition is satisfied with respect to any merger, consolidation or 
transfer of assets; and 

(e) prior to or concurrently with any merger, consolidation or transfer of assets, (i) any action 
as is necessary to maintain the lien and security interest created in favor of the Trustee by the Indenture has 
been taken, (ii) the surviving, resulting or transferee entity, as the case may be, has delivered to the Trustee 
an instrument assuming all of the obligations of the Issuer under the Indenture, the Notes, the 
Administration Agreement and any Servicing Agreement, together with the consent of the other parties, if 
required thereby, to each such instrument to such assumption, and (iii) the Issuer has delivered to the 
Trustee and each Rating Agency a certificate of the Issuer and an Opinion of Counsel (which describes the 
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actions taken as described in clause (i) of this paragraph (e) or state that no such action need be taken and 
is provided by Counsel that is not an employee of the Issuer or any affiliate thereof), each stating that all 
conditions precedent in the Indenture provided for relating to such merger, consolidation or transfer of 
assets have been complied with. 

At least 60 days prior to changing the state of its organization, the Issuer agrees to notify the Trustee 
of such change.  The Issuer further agrees to take such actions as may be necessary to maintain the 
perfection and priority of the security interests in the Trust Estate. 

Events of Default 

The Indenture will define the following events as events of default (each, an “Event of Default”): 

(a) default in the due and punctual payment of any interest on any Note when the same 
becomes due and payable and such default will continue for a period of five days; provided, 
however, that a default in the due and punctual payment of any interest on any Class B Notes shall 
not be an Event of Default under the Indenture so long as the Class A-1B Notes are outstanding; 

(b) default in the due and punctual payment of the principal of any Note when the 
same becomes due and payable on the final Maturity Date of the Note; 

(c) default in the performance or observance of any other of the covenants, agreements 
or conditions on the part of the Issuer contained in the Indenture or in the Notes, and continuation 
of such default for a period of 90 days after written notice thereof is given to the Issuer by the 
Trustee (to the extent a Responsible Officer of the Trustee has actual knowledge or has received 
written notice thereof), or such later time if diligent care to cure such default is being pursued by 
the Issuer and a remedy cannot reasonably be effected within 90 days; and 

(d) the occurrence of an Event of Bankruptcy in respect of the Issuer. 

Notwithstanding anything to the contrary contained herein, in no event shall there be an Event of 
Default as a result of there being insufficient Available Funds in the Collection Fund to pay the principal 
on any Monthly Distribution Date other than a Note Final Maturity Date. 

Remedies on Default 

Possession of Trust Estate.  Upon the happening and continuance of any Event of Default, the 
Trustee may (except with respect to an Event of Default described in the clause (c) (covenant default) under 
the caption “—Events of Default” above which has not resulted in an acceleration of the Notes) and upon 
its receipt of security or indemnity satisfactory to it, as described herein, at the written direction of the 
Noteholders representing not less than two-thirds of the Outstanding Amount of the Highest Priority Notes 
will, enter into and take possession of such portion of the Trust Estate of the Issuer created under the 
Indenture that may be in the custody of others, and all property comprising the Trust Estate, may exclude 
the Issuer wholly therefrom and may have, hold, use, operate, manage and control those assets.  The Trustee 
may also, in the name of the Issuer or otherwise, conduct such Issuer’s business as it relates to the Trust 
Estate and collect and receive all charges, income and revenues of the Trust Estate.  After deducting all 
fees, costs and expenses incurred and all other proper outlays authorized in the Indenture, and all payments 
which may be made as just and reasonable compensation for its own services, and for the services of its 
attorneys, agents, and assistants, and for indemnity payable to the Trustee as provided in the Indenture, the 
Trustee will apply and allocate the rest and residue of the money received by the Trustee as follows: 



 

 115 

FIRST, to the Department of Education, any department SAP rebate interest amount and 
Monthly Consolidation Rebate Fees due and owing thereto and to any Guaranty Agency amounts 
due and owing to such Guaranty Agency; 

SECOND, to the payment of Senior Transaction Fees and Subordinate Transaction Fees 
due and owing, such payments to be made ratably based on amounts then due to the parties entitled 
thereto without discrimination or preference; 

THIRD, to the Class A-1B Noteholders for amounts due and unpaid on the Class A-1B 
Notes for interest, ratably, without preference or priority of any kind, according to the amounts due 
and payable on the Class A-1B Notes for such interest; 

FOURTH, to Class A-1B Noteholders for amounts due and unpaid on the Class A-1B 
Notes for principal, ratably, without preference or priority of any kind, according to the amounts 
due and payable on the Class A-1B Notes for principal until paid in full; 

FIFTH, to the Class B Noteholders for amounts due and unpaid on the Class B Notes for 
interest, ratably, without preference or priority of any kind, according to the amounts due and 
payable on the Class B Notes for such interest; 

SIXTH, to Class B Noteholders for amounts due and unpaid on the Class B Notes for 
principal, ratably, without preference or priority of any kind, according to the amounts due and 
payable on the Class B Notes for principal until paid in full; and 

SEVENTH, to the Residual Certificateholders, as their interests appear on the Note 
Registrar’s registration books for the Residual Certificates, but only after all amounts payable have 
been paid pursuant to the Indenture. 

provided, however, that no amount that is deposited in the Department SAP Rebate Fund, or required by 
the Indenture to be so deposited, shall be applied to any purpose, other than as expressly provided therein 
for amounts so deposited, prior to the full funding of such expressly provided purposes. 

Remedies on Default; Advice of Counsel.   Upon the happening of any Event of Default, the 
Trustee may, and, subject to the provisions of the Indenture described under the caption “—The Trustee” 
below, at the written direction of the Noteholders representing not less than two-thirds of the Outstanding 
Amount of the Highest Priority Notes, shall, proceed to protect and enforce the rights of the Trustee and 
the Noteholders in such manner, whether for the specific performance of any covenant, condition, 
agreement or undertaking contained in the Indenture or in aid of the execution of any power therein granted; 
or for the enforcement of such other appropriate legal or equitable remedies as the Trustee or such 
Noteholders may deem to protect and enforce the rights aforesaid.  The Trustee will be entitled to rely upon 
the advice of counsel in exercising remedies under, or otherwise acting under or in enforcement of the 
Indenture. 

Sale of Trust Estate.  Upon the happening of any Event of Default and if the principal of all of the 
outstanding Notes will have been declared due and payable in accordance with the Indenture as described 
below under the caption “—Accelerated Maturity” below, then the Trustee may, and, subject to the 
provision of the Indenture described under the caption “—The Trustee” below, at the written direction of 
the Noteholders representing not less than two-thirds of the Outstanding Amount of the Highest Priority 
Notes, will, sell the Trust Estate created under the Indenture, to the highest bidder in accordance with the 
requirements of applicable law; provided, however, that, the Trustee may engage a third party with 
nationally recognized experience in the sale of student loan assets, such as the Trust Estate, to undertake 
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such sale; and further provided, that any sale shall be subject to prior compliance with the succeeding 
paragraph.  In addition, the Trustee may proceed to protect and enforce the rights of the Trustee and the 
Noteholders in the manner as the Trustee may deem advisable, whether for the specific performance of any 
covenant, condition, agreement or undertaking contained in the Indenture, or in aid of the execution of any 
power therein granted, or for the enforcement of such other appropriate legal or equitable remedies as may 
be more effectual to protect and enforce the rights aforesaid.  The Trustee is required to take any of these 
actions if requested to do so in writing by the Noteholders of at least two-thirds of the Outstanding Amount 
of the Highest Priority Notes under the Indenture and if it is indemnified to its satisfaction. 

However, the Trustee is prohibited from selling the Financed Eligible Loans following an Event of 
Default (whether or not the principal of all outstanding Notes will have been declared due and payable), 
other than a default in the payment of any principal or any interest on any Note, unless: 

(a) the Noteholders of all of the Highest Priority Notes at the time outstanding consent 
to such sale; 

(b) the proceeds of such sale are sufficient to discharge all outstanding Notes at the 
date of such sale pursuant to terms of the Indenture describing discharge of the Indenture; or 

(c) the Issuer determines that the collections on the Financed Eligible Loans would 
not be sufficient on an ongoing basis to make all payments on such Notes as such payments would 
have become due if such Notes had not been declared due and payable, and the Trustee obtains the 
consent of the Noteholders of at least 66-2/3% in Outstanding Amount of the Highest Priority Notes  
to such sale. 

Such a sale following an Event of Default, other than a default in the payment of any principal or 
interest on any Note, will also require the consent of all the Noteholders of all of the Outstanding Amount 
of the Class B Notes (to the extent such Class B Notes are not the Highest Priority Notes outstanding at 
such time) unless the proceeds of such a sale would be sufficient to discharge the Class B Notes pursuant 
to the terms of the Indenture describing discharge of the Indenture at the date of such a sale. 

Appointment of Receiver.  If an Event of Default occurs, and all of the outstanding Notes under 
the Indenture have been declared due and payable in accordance with the Indenture as described below 
under the caption “—Accelerated Maturity,” and if any judicial proceedings are commenced to enforce any 
right of the Trustee or of the Noteholders under the Indenture or otherwise, then as a matter of right, the 
Trustee will be entitled to the appointment of a receiver for the Trust Estate created under the Indenture. 

Accelerated Maturity.  If an Event of Default specified in clause (a), (b) or (d) under the caption 
“—Events of Default” above occurs and is continuing, the Trustee at the written direction of the 
Noteholders representing not less than two-thirds in Outstanding Amount of the Highest Priority Notes will 
declare the principal of all Notes issued under the Indenture, and then outstanding, and the interest thereon, 
immediately due and payable.  If an Event of Default specified in clause (c) under the caption “—Events 
of Default” above occurs and is continuing, the Trustee at the written direction of the Noteholders of all of 
the Outstanding Notes will declare the principal of all Notes issued under the Indenture, and then 
outstanding, and the interest thereon, immediately due and payable.  Such declaration of acceleration may 
be rescinded before a judgment or decree for the payment of the money due has been obtained by the 
Trustee if two-thirds of the Noteholders of the Highest Priority Notes then outstanding (with respect to the 
first sentence above) or two-thirds of the Noteholders of each class of Notes then outstanding under the 
Indenture (with respect to the second sentence above) provide written notice to the Issuer and the Trustee 
and (a) if the Issuer has paid or deposited with the Trustee amounts sufficient, along with other amounts 
available in the Trust Estate for such purposes in accordance with the provisions of the Indenture, to pay 



 

 117 

all principal and interest due on all Notes and all other amounts that would then be due under the Indenture 
upon such Notes if such declaration of acceleration and the Event of Default giving rise to such acceleration 
had not occurred and all sums paid or advanced by the Trustee under the Indenture and the reasonable 
compensation, expenses, disbursements and advances of the Trustee and its agents and counsel and, if 
applicable, any such other amounts due and owing to the Trustee; and (b) any other Event of Default has 
been cured or waived. 

Direction of Trustee.  If an Event of Default occurs, except as expressly provided in the Indenture, 
the Noteholders of at least two-thirds of the Outstanding Amount of the Highest Priority Notes, upon 
indemnifying the Trustee for its fees and expenses, will have the right to direct and control the Trustee as 
to the method of taking any and all proceedings for any investment or sale of any or all of the Trust Estate 
(in accordance with and subject to satisfaction of the provisions of the Indenture described under the caption 
“—Sale of Trust Estate”), or for the appointment of a receiver, if permitted by law, and may at any time 
cause any proceedings authorized by the terms of the Indenture to be discontinued or delayed. 

Right To Enforce in Trustee.  No Noteholder will have any right as a Noteholder to institute any 
suit, action or proceedings for the enforcement of the provisions of the Indenture or for the execution of 
any trust thereunder or for the appointment of a receiver or for any other remedy under the Indenture.  All 
rights of action under the Indenture are vested exclusively in the Trustee, unless and until the Trustee fails 
for 30 days to institute an action, suit or proceeding after the Noteholders of the requisite Outstanding 
Amount of the Notes then outstanding (such amount as specified in the applicable section of the Indenture 
as described under this caption “—Remedies on Default”): 

(a) will have given to the Trustee written notice of a default under the Indenture, and 
of the continuance thereof; 

(b) will have made written request upon the Trustee and the Trustee will have been 
afforded reasonable opportunity to institute such action, suit or proceeding in its own name; and 

(c) will have offered indemnity and security satisfactory to the Trustee against the 
costs, expenses, and liabilities to be incurred in or by an action, suit or proceeding in its own name. 

Waivers of Events of Default.  The Trustee will waive an Event of Default under the Indenture and 
its consequences and rescind any declaration of acceleration of the Notes due under the Indenture upon the 
written request of the Noteholders of at least two-thirds of the Outstanding Amount of the Highest Priority 
Notes then outstanding under the Indenture, or with respect to an Event of Default, or resulting declaration 
of acceleration, based solely upon an Event of Default specified in clause (c) above under “—Events of 
Default,” two-thirds of the Outstanding Amount of each class of Notes.  However, any Event of Default in 
the payment of the principal of or interest due on any Note issued under the Indenture may not be waived 
unless prior to the waiver or rescission, provision will have been made for payment of all arrears of interest 
or all arrears of payments of principal and all fees, expenses and indemnities of the Trustee in connection 
with such default.  A waiver or rescission of one default will not affect any subsequent or other default, or 
impair any rights or remedies consequent to any subsequent or other default. 
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The Trustee 

Acceptance of Trust.  The Trustee will accept the express duties and obligations imposed upon it 
by the Indenture and will perform those express duties and obligations, but only upon and subject to the 
following terms and conditions: 

(a) except during the continuance of an Event of Default, the Trustee undertakes to 
perform only those duties as are specifically set forth in the Indenture and no implied duties 
(including fiduciary duties), covenants or obligations will be read into the Indenture against the 
Trustee; 

(b) except during the continuance of an Event of Default and in the absence of bad 
faith or negligence on its part, the Trustee may conclusively rely, not only as to due execution, 
validity and effectiveness, but also as to the truth of the statements and the correctness of the 
opinions expressed therein, upon Issuer Orders, Noteholder directions, certificates or opinions 
furnished to the Trustee and conforming on their face to the requirements of the Indenture; but in 
the case of any such Issuer Orders, Noteholder directions, certificates or opinions which by any 
provisions of the Indenture are specifically required to be furnished to the Trustee, the Trustee will 
be under a duty to examine the same to determine whether or not they conform as to form with the 
requirements of the Indenture (but need not confirm or investigate the accuracy of mathematical 
calculations or other facts stated therein); 

(c) in case an Event of Default has occurred and is continuing of which a Responsible 
Officer of the Trustee shall have actual knowledge or shall have received written notice thereof, 
the Trustee, in exercising the rights and powers vested in it by the Indenture, will use the same 
degree of care and skill in their exercise as a prudent person would exercise or use under the 
circumstances in the conduct of his or her own affairs; and 

(d) before taking any action under the Indenture requested by Noteholders, the Trustee 
may require that it be furnished an indemnity bond or other indemnity and security satisfactory to 
it by the applicable Noteholders, for the reimbursement of all fees and expenses (including those 
of its counsel and agents) to which it may be put and to protect it against liability. 

No provision of the Indenture shall be construed to relieve the Trustee from liability for its own 
negligent action, its own negligent failure to act, or its own willful misconduct (as determined by a court of 
competent jurisdiction), except that: 

(a) this provision shall not be construed to limit the effect of clause (a) of the prior 
paragraph; 

(b) the Trustee shall not be liable for any error of judgment made in good faith, unless 
it shall be proved that the Trustee was negligent in ascertaining the pertinent facts; 

(c) the Trustee shall not be liable with respect to any action taken or omitted to be 
taken in accordance with the written directions of (A) the Noteholders of not less than two-thirds 
of the Outstanding Amount of the Highest Priority Notes, or, with respect to a declaration of 
acceleration based solely upon an Event of Default specified in clause (c) under the caption “—
Events of Default” above, or waiver of such declaration or of the underlying Event of Default, of 
the Noteholders of all of the Outstanding Notes, relating to the time, method and place of 
conducting any proceedings for any remedy available to the Trustee, or exercising any trust or 
power conferred upon the Trustee pursuant to the provisions of the Indenture described under this 
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caption “—The Trustee”; or (B) the Issuer, relating to any other actions that the Trustee may be 
required or permitted to take under the Indenture; subject, however, to satisfaction of any express 
requirements in the Indenture that may be applicable thereto; and 

(d) no provision of the Indenture or any other basic document shall require the Trustee 
to expend or risk its own funds or otherwise incur any financial liability in the performance of any 
of its duties hereunder, or in the exercise of any of its rights or powers. 

Trustee May Act Through Agents.  The Trustee may execute any of the trusts or powers under the 
Indenture and perform any duty thereunder, either itself or by or through its attorneys or agents, and it shall 
not be answerable or accountable for any default, bad faith, negligence or willful misconduct of any such 
attorneys or agents, if reasonable care has been exercised in the appointment of such attorneys or agents 
and, unless the Issuer is contractually entitled to supervise and monitor the performance of any such 
attorneys or agents (other than during the continuance of an Event of Default), in such supervision and 
monitoring.  All reasonable costs incurred by the Trustee and all reasonable compensation to all such 
persons as may be appointed by the Trustee in connection with the trusts under the Indenture shall be paid 
by the Issuer as part of the Trustee Fee (including after the occurrence and continuation of an Event of 
Default, as described under the caption “–Remedies on Default–Possession of Trust Estate” above). 

Recitals of Others.  The Trustee will not make any representations as to the title of the Issuer in the 
Trust Estate created under the Indenture or as to the security afforded thereby and by the Indenture, or as 
to the validity or sufficiency of the Indenture or the Notes issued thereunder or of any offering materials. 

Trustee’s Right to Reliance.  The Trustee will be protected in acting upon any notice, resolution, 
request, consent, order, certificate, report, appraisal, opinion, or document of the Issuer or a Servicer or 
other paper or document reasonably believed by it to be genuine and to have been signed or presented by 
the proper party or parties.  The Trustee may consult with experts and with counsel (who may but need not 
be counsel for the Issuer, the Trustee or a Noteholder), and the written advice or opinion of such counsel or 
experts, as applicable, will be full and complete authorization and protection in respect of any action taken 
or suffered, and in respect of any determination made by it under the Indenture in good faith and in 
accordance with the written advice or opinion of such counsel or expert. 

The Trustee shall not be liable for any action taken, suffered or omitted by it in good faith in 
accordance with the Indenture or any other basic document or at the direction of the Noteholders evidencing 
the appropriate percentage of the Outstanding Amount of the Notes relating to the time, method and place 
of conducting any proceeding for any remedy available to the Trustee, or exercising any trust or power 
conferred upon the Trustee, under the Indenture or any other basic document and believed by it to be 
authorized or within the discretion or rights or powers conferred upon it by the Indenture; provided, 
however, that the Trustee shall be liable for its bad faith, negligence or willful misconduct in taking such 
action (as determined by a court of competent jurisdiction). 

Indemnification of Trustee.  The Trustee is generally under no obligation or duty to perform any 
act at the request of Noteholders or to institute or defend any suit to protect the rights of the Noteholders 
under the Indenture unless properly indemnified and provided with security to its satisfaction.  However, 
the Trustee may begin suit, or appear in and defend suit, execute any of the trusts created by the Indenture, 
enforce any of its rights or powers under the Indenture, or do anything else in its judgment proper to be 
done by it as Trustee, without assurance of reimbursement or indemnity.  In that case, the Trustee will be 
reimbursed or indemnified by the Noteholders requesting that action, if any, or, subject to the limitations 
set forth in the Indenture, by the Issuer in all other cases, for all reasonable and documented fees, costs and 
expenses (including reasonable attorneys’ fees and expenses and court costs and any losses incurred in 
connection with a successful defense, in whole or in part, of any claim that the Trustee breached its standard 



 

 120 

of care) reasonably incurred unless such fees, costs and expenses reasonably incurred in connection 
therewith are adjudicated to have resulted from the negligence or willful misconduct of the Trustee.  In 
furtherance and not in limitation of this paragraph, the Trustee will not be liable for, and will be held 
harmless by the Issuer from, any liability arising from following any Issuer Orders, instructions or other 
directions, and the Trustee is authorized to conclusively rely under the Indenture or any other agreement to 
which it is a party on such Issuer Orders, instructions or other directions.  If the Issuer or the Noteholders, 
as appropriate, shall fail to make such reimbursement or indemnification promptly, the Trustee may 
reimburse itself from any money in its possession as described under the captions “SECURITY AND 
SOURCES OF PAYMENT FOR THE NOTES—Collection Fund; Flow of Funds” and “SUMMARY OF 
THE INDENTURE PROVISIONS—Remedies and Default–Possession of Trust Estate” herein. 

The Trustee and its officers, directors, employees and agents (each a “Trustee Indemnified Person”) 
shall further be indemnified for and held harmless by the Issuer from and against any loss, liability or 
expense incurred without bad faith, negligence or willful misconduct on the part of the Trustee or any other 
Trustee Indemnified Person arising out of or in connection with the Trustee’s acceptance or administration 
of the trust created under the Indenture or its duties thereunder, including the reasonable costs and expenses 
of the Trustee Indemnified Persons in defending themselves against any claim or liability in connection 
with the exercise or performance of any of the Trustee’s duties thereunder and any costs or expenses 
incurred in enforcing the indemnification obligations of another Person (collectively, “Losses”).  The 
obligations of the Issuer under the Indenture, including without limitation any payment obligations of the 
Issuer arising under the Indenture provisions summarized in this caption, are limited to amounts held under 
the Indenture and available therefor.  If the Issuer or the Noteholders, as appropriate, shall fail to make such 
reimbursement or indemnification, the applicable Trustee Indemnified Person, subject to the provisions of 
the Indenture described under the caption “Remedies on Default—Possession of Trust Estate” and the other 
provisions of the Indenture described under this caption (including without limitation that there has been 
no negligence or willful misconduct by such Trustee Indemnified Person), may reimburse itself from any 
money held under the provisions of the Indenture (other than the Department SAP Rebate Fund), subject 
only to the prior lien of the Notes for the payment of the principal thereof and interest thereon from the 
Collection Fund, including any required transfers thereto. 

The provisions of the Indenture described under this caption to the contrary notwithstanding, and 
without limitation to the generality of the limitations in the Indenture described in the second paragraph 
(the legend) under the caption “—Parity and Priority of Lien” above, all payment obligations of the Issuer 
under the Indenture provisions described in this caption, or otherwise resulting from or arising from the 
actions described under this caption, are expressly limited as to source of payment as provided in Indenture 
as described in the second paragraph (the legend) under the caption “—Parity and Priority of Lien” above. 

Fees, Charges and Expenses of the Trustee, Eligible Lender Trustee, Paying Agents, Note 
Registrar and Authenticating Agent.  The Trustee, the Eligible Lender Trustee and each Paying Agent, 
Note Registrar and Authenticating Agent shall be entitled to payment and/or reimbursement by the Issuer 
for reasonable fees for services rendered under the Indenture and all advances, legal fees and other expenses 
reasonably made or incurred by it in and about the execution of the trusts created by the Indenture and in 
and about the exercise and performance of the powers and duties of the Trustee, the Eligible Lender Trustee 
and each Paying Agent, Note Registrar and Authenticating Agent thereunder and for the reasonable and 
necessary costs and expenses incurred in defending any liability in the premises of any character whatsoever 
(unless such liability is adjudicated to have resulted from the negligence or willful misconduct of the 
Trustee, the Eligible Lender Trustee, the Paying Agent, the Note Registrar or the Authenticating Agent); 
provided that any moneys or Investment Securities held with respect to unpresented Notes shall not be 
available for, nor be applied to, the payment of any such fees, advances, costs, or expenses.  Except as 
otherwise expressly provided in the Indenture, all Trustee Fees shall be paid by the Issuer as provided 
therein, but shall be payable from the Trust Estate solely as expressly provided therein.  Subject to the 
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limited obligation of the Issuer under the Indenture, the compensation of the Trustee, the Eligible Lender 
Trustee and each Paying Agent, Note Registrar and Authenticating Agent shall not be limited to or by any 
provision of law in regard to the compensation of trustees of an express trust.  If not paid by the Issuer, then 
the Trustee, the Eligible Lender Trustee and each Paying Agent, Note Registrar and Authenticating Agent 
shall have a lien against all money held pursuant to the Indenture (other than the Department SAP Rebate 
Fund), subject only to the prior lien of the Notes for the payment of the principal thereof and interest 
thereon, for the Trustee Fees and such other reasonable fees, costs and expenses incurred in and about the 
execution of the trusts created by the Indenture and the exercise and performance of the powers and duties 
of the Trustee, the Eligible Lender Trustee and each Paying Agent, Note Registrar and Authenticating Agent 
thereunder and the fees, costs and expenses incurred in defending against any other liability payable from 
Trust Estate (other than pursuant to the Indenture) of any character whatsoever (unless such liability is 
adjudicated by a court of competent jurisdiction to have resulted from the bad faith, negligence or willful 
misconduct of the Trustee, the Eligible Lender Trustee and each Paying Agent, Note Registrar and 
Authenticating Agent, as applicable, or any other Trustee Indemnified Person) and any other amounts due 
and owing the Trustee, the Eligible Lender Trustee and each Paying Agent, Note Registrar and 
Authenticating Agent or any other Trustee Indemnified Person under the indemnification provisions of the 
Indenture. 

Resignation by Trustee, Paying Agents, Note Registrars and Authenticating Agents.  The Trustee, 
any Paying Agent, any Note Registrar and any Authenticating Agent may at any time resign from the trusts 
and be discharged of the duties and obligations created by the Indenture by giving 60 days’ written notice 
to the Issuer and by first class mail to all Noteholders and such resignation shall take effect upon the 
appointment of a successor Trustee, Paying Agent, Note Registrar or Authenticating Agent.  No such 
resignation of the Trustee shall become effective until the acceptance of appointment by a successor Trustee 
(that is qualified to be the Trustee under the requirements of the Indenture).  Upon the appointment and 
acceptance of a successor Trustee, Authenticating Agent, Note Registrar or Paying Agent, (a) the Trustee 
shall promptly cause written notice of such appointment to be given to all Noteholders in the manner 
provided in the Indenture, which notice shall include the address of the Principal Office of such successor 
and (b) the Issuer shall acknowledge the replacement of the Trustee, the Authenticating Agent, Note 
Registrar or the Paying Agent, as the case may be, by written instrument.  If an instrument of acceptance 
by a successor Trustee, Paying Agent, Note Registrar or Authenticating Agent shall not have been delivered 
to the resigning Trustee, Paying Agent, Note Registrar or Authenticating Agent within 60 days after the 
giving of such notice of resignation, the resigning Trustee, Paying Agent, Note Registrar or Authenticating 
Agent may petition any court of competent jurisdiction for the appointment of a successor and any 
attorneys’ fees incurred in connection with any such petition shall be payable by the Issuer. 

Removal of Trustee.  The Trustee or any successor to the Trustee may be removed: 

(a) after the occurrence and during the continuation of an Event of Default, by the 
Noteholders of all of the Outstanding Notes, upon ninety (90) days’ prior written notice to each of 
the Trustee and the Issuer; 

(b) by the Issuer for cause or upon the sale or other disposition of the Trustee or its 
trust functions, upon thirty (30) days’ prior written notice to each of the Trustee and the 
Noteholders; or 

(c) by the Issuer without cause so long as no Event of Default exists or has existed 
within the last 30 days, upon payment to the Trustee so removed of all money then due to it under 
the Indenture and appointment of a successor thereto by the Issuer and acceptance thereof by said 
successor and upon thirty (30) days’ prior written notice to each of the Trustee and the Noteholders. 
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In the event the Trustee (or any successor to the Trustee) is removed, such removal will not become 
effective until: 

(a) in the case of removal by the Noteholders, such Noteholders by instrument or 
concurrent instruments in writing (signed and acknowledged by such Noteholders or their attorneys 
in fact) filed with the Trustee removed have appointed a successor Trustee or otherwise the Issuer 
shall have appointed a successor; and 

(b) the successor Trustee has accepted that appointment. 

Successor Trustee.  In case at any time the Trustee or any successor to the Trustee resigns, is 
dissolved, is removed or otherwise is disqualified to act or is incapable of acting, or in case control of the 
Trustee or of any successor to the Trustee or of its officers is taken over by any public officer or officers, 
the Issuer may appoint a successor Trustee.  The Issuer will notify any Paying Agent, Note Registrar and 
Authenticating Agent as to the appointment of any successor Trustee and cause notice of the appointment 
of a successor Trustee to be mailed to the Noteholders at the address of each Noteholder appearing on the 
Note register. 

Every successor Trustee will be required to meet the following eligibility criteria (which also apply 
to the initial Trustee): 

(a) will be a bank or trust company in good standing, organized and doing business 
under the laws of the United States or of a state therein; 

(b) will have a reported capital and surplus of not less than $50,000,000; 

(c) will be authorized under the law to exercise corporate trust powers in the State, be 
subject to supervision or examination by a federal or state authority; and 

(d) will be an Eligible Lender so long as such designation is necessary to maintain 
guarantees and federal benefits under the Higher Education Act with respect to the Financed 
Eligible Loans. 

Merger of the Trustee.  Any entity into which the Trustee is converted or may be merged or with 
which it may be consolidated, or any entity resulting from any merger or consolidation to which the Trustee 
shall be a party, or any entity succeeding to all or substantially all of the corporate trust business of the 
Trustee, shall be the successor of the Trustee under the Indenture, provided such entity shall be otherwise 
qualified and eligible under the Indenture, without the execution or filing of any paper or any further act on 
the part of any other parties thereto.  The Trustee shall promptly notify the Issuer after the effectiveness of 
any merger or consolidation as described in the Indenture provisions summarized under this caption. 

Force Majeure 

In no event will the Trustee or, except with respect to its obligation to fund the timely payment of 
principal and interest as due upon Notes, the Issuer be responsible or liable for any failure or delay in the 
performance of its obligations under the Indenture arising out of or caused by, directly or indirectly, forces 
beyond its control, including, without limitation to the generality of the foregoing, any provision of any 
present or future law or regulation thereunder, acts of God, flood, war (whether declared or undeclared), 
terrorism, fire, riot, strikes or work stoppages for any reason, embargo, accidents, national emergencies, 
natural disasters, epidemics, pandemics, the adoption or imposition of quarantine, shelter-in-place or similar 
requirements, directives, guidance, or government action, including policies and any other laws, ordinances, 
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regulations or the like which restrict or prohibit the providing of the services contemplated by the Indenture, 
inability to obtain material, equipment or communications or computer facilities, or the failure of equipment 
or interruption of communications or computer facilities, and other causes beyond its control whether or 
not of the same type or kind as specifically named above it being understood that the Issuer will use 
reasonable efforts, and that the Trustee will use reasonable efforts which are consistent with accepted 
practices in the banking industry, respectively, to resume performance as soon as practicable under the 
circumstances. 

Supplemental Indentures 

Supplemental Indentures Not Requiring Consent of Noteholders.  The Issuer can agree with the 
Trustee to enter into any indentures supplemental to the Indenture for any of the following purposes without 
notice to or the consent of Noteholders (except for clause (m) as described below): 

(a) to cure any ambiguity, inconsistency or formal defect or omission in the Indenture 
or to conform to the offering memorandum related to the initial offering of the Notes; 

(b) to grant to or confer upon the Trustee for the benefit of the Noteholders any 
additional benefits, rights, remedies, powers or authorities that may lawfully be granted to or 
conferred upon the Noteholders or the Trustee; 

(c) to subject to the Indenture additional revenues, properties or collateral; 

(d) to modify, amend or supplement the Indenture or any indenture supplemental 
thereto in such manner as to permit the qualification of the Indenture or any indenture supplemental 
thereto under the Trust Indenture Act of 1939 or any similar federal statute or to permit the 
qualification of the Notes for sale under the securities laws of the United States of America or of 
any of the states of the United States of America, and, if they so determine, to add to the Indenture 
or any indenture supplemental thereto such other terms, conditions and provisions as may be 
permitted by said Trust Indenture Act of 1939 or similar federal statute; 

(e) to evidence the appointment of a separate or co-Trustee or a co-registrar or transfer 
agent or the succession of a new Trustee or Eligible Lender Trustee under the Indenture, or any 
additional or substitute Guaranty Agency or Servicer; 

(f) to add such provisions to or to amend such provisions of the Indenture as may be 
necessary or desirable to assure implementation of the Program in conformance with the Higher 
Education Act if along with such supplemental indenture there is filed a note counsel’s opinion 
addressed to the Issuer and the Trustee to the effect that the addition or amendment of such 
provisions will not materially impair the existing security of the Noteholders of any outstanding 
Notes; 

(g) to make any change as may be necessary in order to obtain and maintain for any 
of the Notes an investment grade rating from a nationally recognized rating service, if along with 
such supplemental indenture there is filed a note counsel’s opinion addressed to the Issuer and the 
Trustee to the effect that such changes will not materially adversely impact the existing security of 
the Noteholders of any outstanding Notes; 

(h) to make any changes necessary to comply with or to obtain more favorable 
treatment under any current or future law, rule or regulation, including, but not limited to, the 
Higher Education Act or the regulations thereunder; 
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(i) to create any additional funds or accounts or subaccounts under the Indenture 
deemed by the Trustee to be necessary or desirable; 

(j) to amend the Indenture to provide for use of a surety note or other financial 
guaranty instrument in lieu of cash and/or Investment Securities in all or any portion of the Reserve 
Fund, so long as such action shall not adversely affect the Ratings of any of the Notes; 

(k) to make Benchmark Replacement Conforming Changes from time to time in 
connection with the implementation of a Benchmark Replacement (see the caption 
“DESCRIPTION OF THE NOTES—Benchmark Transition Event” herein); 

(l) to conform the terms of the Indenture to the description of such terms in the 
Offering Memorandum; 

(m) to add such provisions or to amend such provisions of the Indenture as may, in the 
Opinion of Counsel, be necessary or desirable to assure that the Issuer (i) maintains its status as an 
organization described in Section 501(c)(3) of the Code, (ii) does not become a “private 
foundation” as defined in Section 509(a) of the Code, and (iii) is exempt from federal income 
taxation under Section 501(a) of the Code if along with such Supplemental Indenture there is filed 
an Opinion of Counsel to the effect that the addition or amendment of such provisions will in no 
way impair the existing security of the Noteholders of Outstanding Notes and the Issuer first 
satisfies the Rating Agency Condition with respect to such action; 

(n) to make any other change (other than changes with respect to any matter requiring 
the satisfaction of a Rating Agency Condition unless such Rating Agency Condition has been 
satisfied) which based upon an opinion of counsel will not materially adversely impact the 
Noteholders of any Notes; or 

(o) with the consent of all of the Class B Noteholders, to make any changes to the 
terms of the Class B Notes provided that such changes to the Class B Notes become effective only 
after the Class A-1B Notes are no longer outstanding; 

provided, however, that nothing in the Indenture provisions described under this caption shall permit, or be 
construed as permitting, any modification of the trusts, powers, rights, duties, remedies, immunities and 
privileges of the Trustee without the prior written approval of the Trustee, which approval shall be 
evidenced by execution of a supplemental indenture. 

Supplemental Indentures Requiring Consent of Noteholders.  Any amendment of the Indenture 
other than those listed above or pursuant to a LIBOR Related Amendment must be approved by the 
Noteholders representing not less than a majority of the Outstanding Amount of the Notes; provided that 
the changes described below, other than Benchmark Replacement Conforming Changes or a LIBOR 
Related Amendment, may be made in a supplemental indenture only with the consent of the Noteholders 
of each affected Note then outstanding: 

(a) an extension of the legal maturity date of the principal of or the interest on any 
Note; 

(b) a reduction in the principal amount of any Note or the rate of interest thereon; 

(c) a privilege or priority of any Note under the Indenture over any other Note except 
as otherwise provided in the Indenture; 
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(d) a reduction in the principal amount of the Notes required for consent to such 
supplemental indenture; or 

(e) the creation of any lien other than a lien ratably securing all of the Notes at any 
time outstanding under the Indenture except as otherwise provided in the Indenture. 

Nothing in the Indenture provisions described under this caption shall permit, or be construed as permitting, 
any modification of the trusts, powers, rights, duties, remedies, immunities and privileges of the Trustee 
without the prior written approval of the Trustee, which approval shall be evidenced by execution of a 
supplemental indenture. 

Additional Limitation on Modification of Indenture.  None of the provisions of the Indenture 
permit amending the Indenture to provide for the transfer of all or part of the Financed Eligible Loans or 
the granting of an interest therein to any person other than an eligible lender under the Higher Education 
Act or a Servicer, unless the Higher Education Act or regulations promulgated thereunder are modified so 
as to permit the same. 

Trusts Irrevocable 

The trust created by the Indenture is irrevocable until the Notes and interest thereon and all other 
payment obligations of the Issuer under the Indenture are fully paid or provision is made for their payment 
as provided in the Indenture. 

Satisfaction of Indenture 

If the Noteholders are paid all the principal of and interest due on their Notes at the times and in 
the manner stipulated in the Indenture and if all other persons are paid any other amounts payable and 
secured under the Indenture, then the pledge of the Trust Estate, except the Department SAP Rebate Fund, 
will thereupon terminate and be discharged.  The Trustee will execute and deliver to the Issuer instruments 
to evidence the discharge and satisfaction, and the Paying Agent on behalf of the Trustee will pay all money 
held by it under the Indenture to the Issuer. 

Notes will be considered to have been paid if money for their payment or redemption has been set 
aside and is being held by the Paying Agent on behalf of the Trustee.  Any outstanding Note will be 
considered to have been paid if the Note is to be redeemed on any date prior to its stated maturity and notice 
of redemption has been provided for as provided in the Indenture and on said date there will have been 
deposited with the Paying Agent on behalf of the Trustee either money or certain non-callable governmental 
obligations which are unconditionally and fully guaranteed by the United States of America or any agency 
or instrumentality thereof, the principal of and the interest on which when due will provide money which, 
together with any money deposited with the Paying Agent on behalf of the Trustee at the time, will be 
sufficient to pay when due the principal of and interest to become due on the Notes, and all other obligations 
due and outstanding, on and prior to the redemption date or stated maturity, as the case may be. 

Optional Release of All Financed Eligible 
Loans 

The Issuer shall certify to and notify the Trustee in writing, within 15 days after the last Business 
Day of each Collection Period in which the then outstanding Pool Balance is 12% or less of the initial Pool 
Balance, of the percentage that the then outstanding Pool Balance bears to the initial Pool Balance.  The 
Issuer shall have the option to direct the release of all of the Financed Eligible Loans from the lien of the 
Indenture on the Monthly Distribution Date next succeeding the last day of the Collection Period on which 
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the then outstanding Pool Balance is 10% or less of the initial Pool Balance and on each Monthly 
Distribution Date thereafter (each, an “Optional Release Date”).  To exercise the option described in this 
paragraph, the Issuer shall deposit in the Collection Fund on or before the Optional Release Date, an amount 
that is sufficient to redeem all of the Notes, and pay any due and owing Senior Transaction Fees and 
Subordinate Transaction Fees attributable to the Notes, as well as any other expenses that may be due at 
the time or following the payment of the Notes, less any amounts on deposit in the Funds and Accounts 
(other than the Department SAP Rebate Fund).  Upon exercise of the option to direct the release of all of 
the Financed Eligible Loans as described in this paragraph, the same shall be released from the lien of the 
Indenture. 

CREDIT ENHANCEMENT 

Credit enhancement for the Notes will consist of overcollateralization, excess spread, cash on 
deposit in the Reserve Fund and, for the Class A-1B Notes, the subordination of the Class B Notes.  “Excess 
spread” is created when interest collections received on the Eligible Loans held in the Trust Estate during 
a Collection Period and related investment earnings exceed the interest on the Notes at the related Note 
interest rates and certain fees and expenses of the Issuer.  There can be no assurance as to the rate, timing 
or amount, if any, of excess spread. 

As described under the caption “USE OF PROCEEDS” herein, on the Date of Issuance, certain of 
the proceeds from the sale of the Notes will be deposited by the Issuer to the credit of the Reserve Fund.  
Certain of the remaining proceeds will be used to refinance FFELP Loans presently pledged by the Issuer 
under the Warehouse Agreement.  Such refinanced FFELP Loans will be pledged to the Trustee under the 
Indenture upon such refinancing.  After giving effect to the issuance of the Notes, the deposit to the Reserve 
Fund and the pledge of the Financed Eligible Loans to the Trustee on the Date of Issuance, the Adjusted 
Pool Balance will be not less than 105.0% of the principal amount of the Class A-1B Notes and not less 
than 103.0% of the principal amount of all Notes.  The FFELP Loans expected to be refinanced and pledged 
under the Indenture on the Date of Issuance have been identified and are described herein (as of the 
Statistical Cut-Off Date) under the caption “CHARACTERISTICS OF THE FINANCED ELIGIBLE 
LOANS” herein. 

On the Date of Issuance, a deposit in the amount of $21,950,000 will be made to the Reserve Fund.  
See the caption “SECURITY AND SOURCES OF PAYMENT FOR THE NOTES” herein.  The Reserve 
Fund is intended to enhance the likelihood of timely distributions of interest to the Noteholders and to 
decrease the likelihood that the Noteholders will experience losses.  To the extent of available funds, the 
Reserve Fund will be replenished so that amounts on deposit therein do not fall below the Specified Reserve 
Fund Balance. 

The amount of the Financed Eligible Loans to be deposited into the Student Loan Fund on the Date 
of Issuance, together with the cash to be deposited on the Date of Issuance into the Reserve Fund will 
exceed the original principal balance of the Notes to be issued by the Issuer, which excess will represent 
the initial overcollateralization for the Trust Estate created under the Indenture and a portion of the credit 
enhancement. 

Credit enhancement will not provide protection against all risks of loss and may not guarantee 
payment to Noteholders of all amounts to which they are entitled.  If losses or shortfalls occur that exceed 
the amount of the credit enhancement, Noteholders, and particularly the Noteholders of the Class B Notes, 
will bear their allocable share of deficiencies.  To the extent that the credit enhancement described above 
is exhausted, the Notes, and particularly the Class B Notes, will bear any risk of loss. 
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The Class B Notes are subordinate Notes.  The rights of the Noteholders of the Class B Notes to 
receive payments of interest are subordinated to the rights of the Noteholders of the Class A-1B Notes to 
receive payments of interest.  Similarly, the rights of the Noteholders of the Class B Notes to receive 
payments of principal are subordinated to the rights of the Noteholders of the Class A-1B Notes to receive 
payments of interest and principal.  This subordination is intended to enhance the likelihood of regular 
receipt by the Noteholders of the Class A-1B Notes of the full amount of the payments of interest and 
principal due to them and to protect the Noteholders of the Class A-1B Notes against losses.  See the caption 
“RISK FACTORS—Subordination of the Class B Notes may result in a greater risk of loss for holders of 
Class B Notes” herein. 

CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS 

The following is a summary of all material U.S. federal income tax consequences of the purchase, 
ownership and disposition of the Notes for the investors described below.  This summary is based upon 
laws, regulations, rulings and decisions currently in effect, all of which are subject to change, which change 
may be retroactive.  Except where noted, this summary is addressed to Noteholders who are U.S. persons 
that acquire Notes at original issuance and beneficially own their Notes as “capital assets” (generally, 
property held for investment) within the meaning of Section 1221 of the Code.  This summary does not 
purport to be a comprehensive description of all the tax considerations that may be relevant to a particular 
investor’s decision to purchase Notes.  For example, this summary does not deal with individual 
circumstances of particular investors or all federal tax consequences applicable to all categories of investors, 
some of which may be subject to special rules, including, but not limited to, partnerships or entities treated 
as partnerships, dealers in securities or currencies, financial institutions, life insurance companies, persons 
holding Notes as a part of a hedging, integrated constructive sale or conversion transaction or a straddle, 
Noteholders whose “functional currency” is not the U.S. dollar, pension plans, foreign investors or 
subsequent purchasers of the Notes, except as otherwise indicated.  Prospective investors should note that 
no rulings have been or will be sought from the Service with respect to any aspect of the U.S. federal income 
tax treatment of the Issuer, the Notes or the Noteholders, including the U.S. federal income tax 
consequences discussed below, and no assurance can be given that the Service will not take contrary 
positions to those discussed below.  In addition, this summary does not address tax and withholding 
considerations that may be applicable to any hedge, constructive sale, straddle or conversion transaction, 
debt securities that are “contingent payment” debt instruments, alternative minimum taxes, the holding of 
Notes through entities treated as partnerships for U.S. federal income tax purposes, the Medicare tax on net 
investment income or the laws of any state, locality or taxing jurisdiction other than the U.S. federal income 
tax laws.  Any discussion of U.S. federal tax issues in this Offering Memorandum (including any 
attachments or enclosures) is not intended or written by us to be relied upon or used by taxpayers for the 
purpose of avoiding penalties that may be imposed on taxpayers under the Code.  Investors should consult 
their own tax advisors to determine the federal, state, local and other tax consequences of the purchase, 
ownership and disposition of Notes. 

Characterization of the Notes 

Based, in part, on the facts set forth herein, additional information and assuming the accuracy of 
and compliance with certain assumptions, representations and covenants, McCall, Parkhurst & Horton LLP 
will render on the Date of Issuance its opinion to the effect that, for U.S. federal income tax purposes, when 
issued, the Notes will be characterized as debt if and to the extent beneficially acquired on the Date of 
Issuance by persons or entities unaffiliated with the Issuer.  Unlike a ruling from the Service, such opinion 
is not binding on the courts or the Service.  Therefore, it is possible that the Service could assert that, for 
purposes of the Code, the transaction contemplated by this Offering Memorandum constitutes a sale of the 
Financed Eligible Loans (or an interest therein) to the Noteholders or that one or more of the Classes of 
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Notes is an equity interest in the Financed Eligible Loans or that the relationship which will result from this 
transaction is that of a partnership or an association taxable as a corporation. 

If, instead of treating the transaction as creating secured debt, the transaction were treated as 
creating equity interests in a partnership held by the Noteholders, the resulting partnership would not be 
subject to U.S. federal income tax.  Rather, each Noteholder would be taxed individually on its respective 
distributive shares of the partnership’s income, gain, loss, deductions and credits which could have adverse 
tax consequences to certain Noteholders.  For example, the amount, character and timing of items of income 
and deduction of the Noteholder could differ if the Notes were determined to constitute partnership 
interests, rather than indebtedness. 

If, alternatively, it were determined that the relationship that will result from this transaction caused 
the trust arrangement to be classified as an association or characterized as a publicly traded partnership 
taxable as a corporation, the resulting entity would be subject to U.S. federal income tax at corporate income 
tax rates on its taxable income, including taxable income derived from the Eligible Loans, which would 
reduce the amounts available for payment to the Noteholders.  Moreover, if the Noteholders were treated 
as equity holders in such an entity, payments to the Noteholders generally would be treated as dividends 
for tax purposes to the extent of such entity’s accumulated and current earnings and profits. 

The Issuer will express in the Indenture its intent that, for U.S. federal income tax purposes, the 
Notes will be indebtedness.  The Issuer, and each Noteholder by accepting its Notes, agrees to treat the 
Notes as indebtedness for U.S. federal income tax and all applicable state and local income and franchise 
tax purposes in all tax filings, reports and returns and otherwise, and will not take, or participate in the 
taking of or permit to be taken, any action that is inconsistent with such tax treatment and tax reporting of 
the Notes, unless required by applicable law. 

In general, the characterization of a transaction as a sale of property or a secured loan, for 
U.S. federal income tax purposes, is a question of fact, the resolution of which is based upon the economic 
substance of the transaction, rather than its form or the manner in which it is characterized for state law or 
other purposes.  While the Service and the courts have set forth several factors to be taken into account in 
determining whether the substance of a transaction is a sale of property or a secured indebtedness, the 
primary factor in making this determination is whether the transferee has assumed the risk of loss or other 
economic burdens relating to the property and has obtained the benefits of ownership thereof.  
Notwithstanding the foregoing, in some instances, courts have held that a transaction may be characterized 
as the form chosen by the taxpayer, even if the substance of the transaction does not accord with its form. 

The Issuer believes that it has retained the preponderance of the primary benefits and burdens 
associated with ownership of the Financed Eligible Loans and that as a result, the Noteholders should not 
be treated as the owners of the Financed Eligible Loans for U.S. federal income tax purposes.  If, however, 
the Service were successfully to assert that this transaction should be treated as a sale of the Financed 
Eligible Loans, the Service could further assert that the entity created pursuant to the Indenture, as the 
owner of the Financed Eligible Loans for U.S. federal income tax purposes, should be deemed engaged in 
a financial business and, therefore, characterized as a publicly traded partnership taxable as a corporation. 

The remainder of the discussion below assumes that the Notes are characterized as debt for 
U.S. federal income tax purposes.  The opinion of McCall, Parkhurst & Horton LLP is not binding on the 
courts or the Service.  Noteholders are strongly encouraged to consult with their own tax advisors regarding 
the possibility that the Notes could be treated as other than debt of the Issuer and any resulting consequences 
to the Noteholder. 
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The Secretary of Treasury has published final regulations under Section 385 of the Code that 
address the federal tax treatment of instruments held by parties related to the Issuer as debt or equity.  
Pursuant to these regulations, Notes purchased by an investor that is a member of the “expanded group” of 
the Issuer within the meaning of these regulations or by an investor after this initial offering from an affiliate 
of the Issuer may be treated as equity under certain circumstances.  Prospective investors are urged to 
consult their tax advisors regarding the possible effects of these regulations.  Each investor, by its purchase 
of a Note, whether upon original issuance or subsequent transfer, is deemed to have represented and agreed 
that it is not part of the “expanded group” of the Issuer within the meaning of Treasury Regulation 
Section 1.385-1(c)(4) and is not acquiring the Notes with a principal purpose of avoiding the purposes of 
Treasury Regulation Section 1.385-3. 

Taxation of Interest Income and Original 
Issue Discount 

If a Note is deemed to be issued with OID, the Code generally requires the current inclusion in 
gross income of OID on a constant yield basis.  OID is the excess of the “stated redemption price at 
maturity” of a Note over its “issue price.”  Generally, the issue price of a Note should be the initial offering 
price to the public (other than to bond houses, brokers, or similar persons or organizations acting in the 
capacity of underwriters, placement agents or wholesalers) at which a substantial amount of the Notes of 
the same maturity are sold pursuant to the initial offering.  The “stated redemption price at maturity” of a 
Note includes all payments with respect to the Notes other than “qualified stated interest.”  For purposes of 
computing OID, “qualified stated interest” is stated interest that is unconditionally payable (or that will be 
constructively received under Section 451 of the Code) at least annually at a single fixed rate, a “qualified 
floating rate” or an “objective rate” at fixed intervals of one year or less (“qualified stated interest”).  Interest 
is unconditionally payable if reasonable legal remedies exist to compel timely payment or the debt 
instrument otherwise provides terms and conditions that make late payment or nonpayment sufficiently 
remote.  With respect to a floating rate debt security, “qualified stated interest” will be determined solely 
for purposes of calculating the accrual of OID as though the debt security will bear interest in all periods at 
a fixed rate generally equal to the rate that would be applicable to interest payments on the debt security on 
its date of issue or, in the case of certain floating rate debt securities, the rate that reflects the yield to 
maturity that is reasonably expected for the debt security.  Stated interest that is “qualified stated interest” 
will be ordinary income when received or accrued by the Noteholders in accordance with their respective 
methods of tax accounting and the applicable provisions of the Code. 

Due to the subordination of the Class B Notes to the Class A-1B Notes and the possibility of interest 
deferral under the terms of the Class B Notes, it is uncertain whether the stated interest on the Class B Notes 
will qualify as “qualified stated interest” for purposes of determining whether the Class B Notes are issued 
with OID.  Absent official guidance on this point, the Issuer does not intend to treat the stated interest on 
the Class B Notes as other than qualified stated interest solely because of the possibility that interest thereon 
may be deferred under the terms of the Class B Notes, although it may revise such treatment in the future 
if it should determine a change to be appropriate.  If the Service were to treat the stated interest payments 
on the Class B Notes as includible in their “stated redemption price at maturity” because they are not 
“qualified stated interest,” the Class B Notes would be treated as issued with OID. 

Discount on a Note at issuance will be treated as de minimis (and therefore OID will be treated as 
zero) if the excess of the Note’s “stated redemption price at maturity” over its issue price is less than 0.25% 
of the Note’s “stated redemption price at maturity” multiplied by the number of years to its maturity, based 
on the anticipated weighted average life of the Note, calculated using the “prepayment assumption,” if any, 
used in pricing the Note and weighing each payment by reference to the number of full years elapsed from 
the Date of Issuance prior to the anticipated date of such payment.  For purposes of computing whether any 
such discount is de minimis, the Issuer will assume a constant prepayment rate of 4% for consolidation 
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loans, 6% for non-consolidation loans and 8% for rehabilitation loans.  No representation is made as to the 
actual rate at which the Financed Eligible Loans in the Trust Estate will prepay or that the Notes will prepay 
in accordance with this or any other prepayment assumption.  Absent an election to accrue all income from 
a Note under the OID rules, any de minimis discount on a Note at issuance would be includible in gross 
income in any taxable year as principal payments are received on the Notes in the proportion that each such 
principal payment in the taxable year bears to the original principal balance of the Note. 

The annual statement regularly furnished to Noteholders for U.S. federal income tax purposes will 
include information regarding the accrual of payments of principal and interest with respect to the Notes.  
The Notes will not be issued with OID based on their initial offering prices to the public.  The Issuer expects 
that all of the stated interest payable with respect to the Notes will constitute “qualified stated interest” for 
purposes of the OID provisions of the Code.  Stated interest on the Notes will be includible in gross income 
when received or accrued by the Noteholders in accordance with their respective methods of tax accounting 
and the applicable provisions of the Code.  However, if the Class B Notes are treated as issued with OID 
due to the possibility of interest deferral under the terms of the Class B Notes as described above, interest 
on the Class B Notes would be includible in gross income in accordance with the method under the Code 
that applies to OID.  The Issuer will supply to the Trustee and the Paying Agent, at the time and in the 
manner required by the Code, for further distribution to the Noteholders, and to the extent required by the 
Code, information with respect to any OID accruing on the Notes, and neither the Trustee nor the Paying 
Agent shall have any duty or obligation to determine, verify or confirm any original issue discount 
information.  References below to “Discount Notes” are to the Class B Notes, if any, that are treated as 
having been issued with OID. 

The Issuer expects that a Noteholder of any Discount Notes will be required to include a daily 
portion of its OID in gross income for U.S. federal income tax purposes under a constant yield to maturity 
method before the receipt of cash attributable to such income.  The amount of OID generally includible in 
gross income is the sum of the “daily portions” of OID with respect to a Discount Note accrued for each 
day during the taxable year or portion of the taxable year in which the Noteholder holds the Discount Note.  
Special provisions apply to debt instruments on which payments may be accelerated due to prepayments of 
other obligations securing those debt instruments.  Under these provisions, the accrual of OID on such debt 
instruments is based on the present value of the remaining payments on the debt instrument and adjusted 
by taking into account both the prepayment assumption, if any, used in pricing the debt instrument and the 
actual prepayment experience.  As a result, the amount of OID on the Discount Notes that would accrue in 
any given accrual period (a) may increase to take into account (i) principal payments on the Discount Notes 
in the accrual period that exceed the expected principal payments based on the prepayment assumption and 
(ii) any increase in the “stated redemption price at maturity” due to any additional principal payments 
expected as a result of the compounding of deferred interest, if any, on the Discount Notes, and (b) generally 
may decrease (but not below zero for any period) if (i) the principal payments in the accrual period are 
slower than the expected principal payments based on the prepayment assumption; and (ii) total OID 
remaining to be accrued is reduced due to prior principal prepayments.  For these purposes, the Issuer will 
assume a constant prepayment rate of 4% for consolidation loans, 6% for non-consolidation loans and 8% 
for rehabilitation loans.  No representation is made as to the actual rate at which the Financed Eligible Loans 
in the Trust Estate will prepay or that the Discount Notes will prepay in accordance with this or any other 
prepayment assumption. 

In addition, OID that accrues in each year to a Noteholder of a Discount Note is included in the 
calculation of the distribution requirements of certain regulated investment companies and real estate 
investment trusts.  Moreover, the accrual of OID in each year may result in an alternative minimum tax 
liability, additional distribution requirements or other collateral U.S. federal income tax consequences 
although the Noteholder of such Discount Note has not received cash attributable to such OID in such year. 
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Noteholders of Discount Notes should consult their own tax advisors as to the amount, if any, 
calculation and treatment of any OID on, and the tax consequences of the purchase, holding and sale of, 
Discount Notes and as to the treatment of any OID for state tax purposes. 

A purchaser (other than a person who purchases a Note upon issuance at the issue price) who buys 
a Note for an amount that is less than its “stated redemption price at maturity” will be treated as having 
purchased such Note at a “market discount,” unless the amount of such market discount is less than a de 
minimis amount specified in the Code.  In general, the market discount rules of the Code treat principal 
payments and gain on disposition of a debt instrument as ordinary income to the extent of the lesser of 
(a) the amount of such payment or realized gain; or (b) the market discount which has not previously been 
included in gross income and is treated as having accrued on the debt instrument at the time of such payment 
or disposition.  Market discount will be considered to accrue in each accrual period, at the option of the 
Noteholder of such Note: (i) on the basis of a constant yield method; or (ii) in an amount that bears the 
same ratio to the total remaining market discount as the stated interest paid in the accrual period bears to 
the total amount of stated interest remaining to be paid on the Note as of the beginning of the accrual period, 
in each case, subject to a prepayment assumption.  Although the accrued market discount on debt 
instruments such as the Notes which are subject to prepayment based on the prepayment of other debt 
instruments is to be determined under regulations yet to be issued, the legislative history of the market 
discount provisions of the Code indicates that the same prepayment assumption used to calculate OID 
should be utilized.  Potential Noteholders should consult their own tax advisors concerning the application 
of the market discount rules to the Notes and the advisability of making any of the elections allowed under 
Sections 1276 through 1278 of the Code. 

In the event that the Notes are considered to be purchased by a Noteholder at a price greater than 
their remaining “stated redemption price at maturity,” they will be considered to have been purchased at a 
premium.  The Noteholder may elect to amortize such premium (as an offset to interest income), using a 
constant yield method, over the remaining term of the Notes.  Special rules apply to determine the amount 
of premium on a “variable rate debt instrument” and certain other debt instruments.  Potential Noteholders 
should consult their tax advisors regarding the amortization of bond premium. 

The OID regulations permit a Noteholder to elect to accrue all interest, discount (including de 
minimis market discount or de minimis discount at issuance) and premium in gross income as interest, 
based on a constant yield method.  If such an election were to be made with respect to a Note acquired with 
market discount, the Noteholder would be deemed to have made an election to include in gross income 
currently market discount with respect to all other debt instruments having market discount that such 
Noteholder acquires during the year of the election or thereafter.  Similarly, a Noteholder that makes this 
election for a Note acquired at a premium will be deemed to have made an election to amortize bond 
premium with respect to all debt instruments having amortizable bond premium that such Noteholder owns 
or acquires.  The election to accrue interest, discount and premium on a constant yield method may only be 
revoked with the consent of the Service. 

Under Public Law 115-97 (sometimes referred to as the Tax Cuts and Jobs Act), the Code was 
amended to require a Noteholder that uses the accrual method of accounting for tax purposes and reports 
its net income for financial accounting purposes on certain applicable financial statements to include in 
taxable income its items of gross income not later than when such items are taken into account as revenue 
in the financial statement.  This amendment generally does not apply to timing rules for accrued market 
discount on bonds and the general OID timing rules, as well as the timing rules for OID determined with 
respect to special debt instruments (contingent payment and variable rate debt instruments, certain hedged 
debt instruments, and inflation-indexed debt instruments).  Noteholders are urged to consult their tax 
advisors regarding the application of this amendment and its effect, if any, on the timing of the recognition 
of income related to the Notes under the Code. 
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Sale or Exchange of Notes 

A Noteholder generally will recognize gain or loss on the sale, exchange or retirement of its Notes 
equal to the difference between the amount realized on the sale, exchange or retirement and the 
Noteholder’s adjusted tax basis in the Notes.  The adjusted tax basis of a Note to a particular Noteholder 
generally will equal the Noteholder’s cost for the Note, increased by any market discount and any OID and 
gain previously included by such Noteholder in gross income with respect to the Note, and decreased by 
the amount of bond premium, if any, previously amortized and by the amount of principal payments 
previously received by such Noteholder with respect to such Note.  Any such gain or loss will be capital 
gain or loss if the Note was held as a capital asset, except for gain representing accrued interest, accrued 
market discount not previously included in gross income and in the event of a prepayment or redemption, 
any not yet accrued OID.  Capital gains or losses will be long-term capital gains or losses if the Note was 
held for more than one year.  The deductibility of capital losses is subject to certain limitations. 

The Indenture permits Noteholders to waive an Event of Default or rescind an acceleration of the 
Notes in certain circumstances upon a vote of the requisite percentage of the Noteholders.  Any such waiver 
or rescission, or any amendment of the terms of the Notes, could be treated for U.S. federal income tax 
purposes as a constructive exchange by a Noteholder for a new Note.  In addition, if the terms of a Note 
were significantly modified, in certain circumstances, a new debt obligation would be deemed created and 
exchanged for the prior obligation in a taxable transaction.  Among the modifications which may be treated 
as significant are those which relate to redemption provisions and, in the case of a nonrecourse obligation, 
those which involve the substitution of collateral. 

The occurrence of a Benchmark Transition Event and the replacement of the current Benchmark 
for the Notes (One-Month LIBOR) with a Benchmark Replacement, and any associated alteration (such as 
a Benchmark Replacement Conforming Change), may also be treated as a significant modification of the 
Notes resulting in a deemed taxable exchange.  The Service has proposed the LIBOR Proposed Regulations 
concerning certain U.S. federal income tax consequences related to the transition from interbank offered 
rates (such as LIBOR) to other reference rates in debt instruments.  The LIBOR Proposed Regulations 
establish a safe harbor under which certain changes to the terms of a debt instrument and associated 
alterations in connection with the elimination of LIBOR will not be treated as a significant modification of 
the debt instrument resulting in a deemed exchange of the debt instrument under Section 1001 of the Code.  
See the caption “DESCRIPTION OF THE NOTES—Benchmark Transition Event” herein.  The Indenture 
provisions relating to a Benchmark Transition Event are substantially similar to those recommended by the 
Alternative Reference Rates Committee of the Federal Reserve Bank of New York.  Although the matter is 
not free from doubt, the Issuer expects that the modifications of the Indenture and any associated alterations 
(such as the Benchmark Replacement Conforming Changes) in connection with a Benchmark Transition 
Event and the implementation of the modifications and alterations should comply with the safe harbor in 
the LIBOR Proposed Regulations.  However, there can be no assurance that each such modification, 
associated alteration or implementation thereof will comply with the safe harbor.  See the caption “RISK 
FACTORS—LIBOR is being discontinued as a floating rate benchmark, and various aspects of the 
discontinuation are uncertain and will affect the financial markets and may also affect the Financed Eligible 
Loans and the Notes” herein. 

For U.S. federal income tax purposes, if a deemed exchange occurs as a result of a significant 
modification of the Notes, a Noteholder could recognize gain or loss, and some or all of the resulting new 
Notes could be treated as (a) issued with original issue discount or with amortizable bond premium or 
(b) constituting equity interests in a partnership or a corporation.  Potential Noteholders should consult their 
tax advisors concerning the circumstances in which the Notes could be deemed significantly modified and 
reissued and the possible U.S. federal income tax consequences to the Noteholder, including the application 
of the rules under Section 1001 of the Code. 
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Backup Withholding 

Certain Noteholders may be subject to U.S. federal backup withholding at the applicable rate 
determined by statute with respect to interest (including any OID) paid with respect to the Notes if the 
Noteholders, upon issuance, fail to supply the Trustee, the Paying Agent or their brokers (or other applicable 
intermediary) with their taxpayer identification numbers, furnish incorrect taxpayer identification numbers, 
fail to report interest, dividends or other “reportable payments” (as defined in the Code) properly, or, under 
certain circumstances, fail to provide the Trustee and the Paying Agent with a certified statement or certain 
other applicable documentation, under penalty of perjury, that they are not subject to U.S. federal backup 
withholding.  Information returns will be sent annually to the Service and to each such Noteholder (except 
certain exempt Noteholders) setting forth the amount of interest paid with respect to the Notes and the 
amount of tax withheld thereon. 

State, Local or Foreign Taxation 

The Issuer makes no representations regarding the tax consequences of purchase, ownership or 
disposition of the Notes under the tax laws of any state, locality or foreign jurisdiction.  Investors 
considering an investment in the Notes should consult their own tax advisors regarding such tax 
consequences. 

Tax-Exempt Investors 

In general, an entity which is exempt from U.S. federal income tax under the provisions of 
Section 501 of the Code is subject to tax on its unrelated business taxable income.  An unrelated trade or 
business is any trade or business which is not substantially related to the purpose which forms the basis for 
such entity’s exemption.  However, under the provisions of Section 512 of the Code, interest may be 
excluded from the calculation of unrelated business taxable income unless the obligation which gave rise 
to such interest is subject to acquisition indebtedness.  Except to the extent any Noteholder incurs 
acquisition indebtedness with respect to a Note, interest paid or accrued with respect to such Note may be 
excluded by such tax-exempt Noteholder from the calculation of unrelated business taxable income.  Each 
potential tax-exempt Noteholder is urged to consult its own tax advisor regarding the application of these 
provisions. 

Foreign Investors 

A Noteholder which is not a U.S. person (“foreign holder”) will not be subject to U.S. federal 
income tax or withholding tax in respect of interest income (including any OID paid) or gain on the Notes 
if certain conditions are satisfied, including: (a) the foreign holder provides an appropriate statement, signed 
under penalties of perjury, identifying the foreign holder as the beneficial owner and stating, among other 
things, that the foreign holder is not a U.S. person; (b) the foreign holder is not a “10% shareholder” or 
“related controlled foreign corporation” with respect to the Issuer; and (c) the interest income is not 
effectively connected with a U.S. trade or business of the Noteholder.  The foregoing exemption does not 
apply to certain contingent interest.  To the extent these conditions are not met, a 30% withholding tax will 
apply to interest income on the Notes, unless an income tax treaty reduces or eliminates such tax or the 
interest is effectively connected with the conduct of a trade or business within the U.S. by such foreign 
holder.  In the latter case, such foreign holder will be subject to U.S. federal income tax with respect to all 
income from the Notes at regular rates applicable to U.S. taxpayers, and may be subject to the branch profits 
tax if it is a corporation.  A “U.S. person” is:  (i) a citizen or resident of the U.S.; (ii) a partnership (or other 
entity treated as a partnership for U.S. federal tax purposes) or corporation (or other entity treated as a 
corporation for U.S. federal tax purposes) that is created or organized in or under the laws of the U.S. or 
any State thereof (including the District of Columbia); (iii) an estate the income of which is subject to U.S. 
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federal income taxation regardless of its source; or (iv) a trust, if a court within the U.S. is able to exercise 
primary supervision over its administration and one or more U.S. persons have the authority to control all 
of its substantial decisions.  As noted earlier, in addition to certain other entities, this tax section does not 
deal with the treatment of partnerships (or entities treated as partnerships for U.S. federal tax purposes) or 
their members. 

Generally, a foreign holder will not be subject to U.S. federal income tax on any amount which 
constitutes capital gain upon the sale, exchange, retirement or other disposition of a Note unless such foreign 
holder is an individual present in the U.S. for 183 days or more in the taxable year of the sale, exchange, 
retirement or other disposition and certain other conditions are met, or unless the gain is effectively 
connected with the conduct of a trade or business in the U.S. by such foreign holder.  If the gain is effectively 
connected with the conduct of a trade or business in the U.S. by such foreign holder, such holder will 
generally be subject to U.S. federal income tax with respect to such gain in the same manner as U.S. holders, 
as described above, and a foreign holder that is a corporation could be subject to a branch profits tax on 
such income as well. 

Foreign Account Tax Compliance Act 

In addition to the U.S. income tax, withholding tax and backup withholding tax described above, 
under the Foreign Account Tax Compliance Act (“FATCA”) and related administrative guidance, U.S. 
withholding at a rate of 30% generally will be required in certain circumstances on interest payments 
(including OID) in respect of the Notes held by or through certain foreign financial institutions (including 
investment funds), unless such institution (a) enters into, and complies with, an agreement with the Service 
to report, on an annual basis, information with respect to interests in, and accounts maintained by, the 
institution that are owned by certain U.S. persons and by certain non-U.S. entities that are wholly or partially 
owned by U.S. persons and to withhold on certain payments or (b) if required under an intergovernmental 
agreement between the U.S. and an applicable foreign country, reports such information to its local tax 
authority, which will exchange such information with the U.S. authorities.  An intergovernmental 
agreement between the U.S. and an applicable foreign country, or other guidance, may modify these 
requirements.  Accordingly, the entity through which the Notes are held will affect the determination of 
whether such withholding is required.  Similarly, under FATCA, in certain circumstances interest payments 
(including OID) on the Notes held by an investor that is a non-financial non-U.S. entity that does not qualify 
under certain exemptions generally will be subject to withholding at a rate of 30%, unless such entity either 
(a) certifies that such entity does not have any “substantial United States owners”; or (b) provides certain 
information regarding the entity’s “substantial United States owners,” which the Trustee or the Paying 
Agent will in turn provide to the Service.  Noteholders will not receive additional amounts from the Trust 
Estate in respect of any amounts withheld.  This withholding will apply regardless of whether the payment 
would otherwise be exempt from U.S. nonresident withholding tax (e.g., under the portfolio interest 
exemption or as capital gain).  Foreign financial institutions located in jurisdictions that have an 
intergovernmental agreement with the U.S. governing FATCA may be subject to different rules.  A foreign 
entity will generally claim an exemption from FATCA withholding, if the exemption is available, by 
properly filling out and giving to the person making payments to it IRS Form W-8BEN-E, though other 
W-8 forms or a W-9 form may in certain cases need to be supplied.  While existing regulations would also 
require FATCA withholding on payments of gross proceeds, including the return of principal, from the sale 
or other disposition, including redemptions, of the Notes, the U.S. Treasury Department and the Service 
have indicated in proposed regulations their intent to eliminate the FATCA withholding requirement on 
gross proceeds.  The proposed regulations generally (i) provide that “withholdable payments” will not 
include gross proceeds from the disposition of property that can produce U.S. source dividends or interest, 
and (ii) state in the preamble that taxpayers may rely on these provisions of the proposed regulations until 
final regulations are issued. 
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Noteholders should consult their own tax advisors regarding the application and impact of FATCA, 
and should consult their bank or broker about the likelihood that payments to it (for credit to the Noteholder) 
could become subject to FATCA withholding. 

ERISA CONSIDERATIONS 

The following summarizes certain aspects of The Employee Retirement Income Security Act of 
1974, as amended (“ERISA”), and the Code that may affect a decision by employee benefit plans, tax 
favored retirement and savings arrangements and other entities in which such plans or arrangements are 
invested (collectively, the “Plans”) to invest in Notes.  The following discussion is general in nature and 
not intended to be a complete discussion of the applicable law pertaining to a Plan’s decision to invest and 
is not intended to be legal advice.  In addition, the following discussion is based on the law in effect as of 
the date of this Offering Memorandum, and neither the Issuer nor the Underwriter have undertaken any 
obligation to update this summary as a result of any changes in the applicable law or regulations. 

ERISA imposes certain fiduciary obligations and prohibited transaction restrictions on employee 
pension and welfare benefit plans subject to ERISA (“ERISA Plans”).  Section 4975 of the Code imposes 
substantially similar prohibited transaction restrictions on certain Plans, including tax-qualified retirement 
plans described in Section 401(a) of the Code and on individual retirement accounts and annuities described 
in Sections 408(a) and (b) of the Code.  Certain employee benefit plans, such as governmental plans (as 
defined in Section 3(32) of ERISA), and, if no election has been made under Section 410(d) of the Code, 
church plans (as defined in Section 3(33) of ERISA) (“Non-ERISA Plans”), are not subject to the 
requirements set forth in ERISA or the prohibited transaction restrictions under Section 4975 of the Code.  
However, investment by Non-ERISA Plans may be subject to the provisions of other applicable federal and 
state law (“Similar Laws”).  Any Non-ERISA Plan that is qualified under Section 401(a) and exempt from 
taxation under Section 501(a) of the Code is, nevertheless, subject to the prohibited transaction rules set 
forth in Section 503 of the Code.  Further, some Plans, including certain ERISA Plans, may only be 
permitted to invest in certain types of investments (e.g., the Notes are not a permitted investment for Code 
Section 403(b) plans). 

A Plan fiduciary should consider whether an investment in the Notes satisfies the requirements set 
forth in Part 4 of Title I of ERISA, including the requirements that (a) the investment satisfy the prudence 
and diversification standards of ERISA, (b) the investment be in the best interests of the participants and 
beneficiaries of the Plan and (c) the investment be permissible under the terms of the Plan’s investment 
policies and governing instruments.  In determining whether an investment in the Notes is prudent for 
ERISA purposes, a Plan fiduciary should consider all relevant facts and circumstances, including, without 
limitation, the limitations imposed on transferability, whether the investment provides sufficient liquidity 
in light of the foreseeable needs of the Plan, and whether the investment is reasonably designed, as part of 
the Plan’s portfolio, to further the Plan’s purposes, taking into consideration the risk of loss and the 
opportunity for gain (or other return) associated with the investment.  A fiduciary of a Non-ERISA Plan 
should consider whether an investment in the Notes satisfies its fiduciary obligations under Similar Laws. 

Section 406 of ERISA and Section 4975 of the Code prohibit a broad range of transactions 
involving assets of Plans with persons (“Parties in Interest” or “Disqualified Persons” as such terms are 
defined in ERISA and the Code, respectively) who have certain specified relationships to the Plans, unless 
a statutory, class or administrative exemption is available.  Parties in Interest or Disqualified Persons that 
participate in a prohibited transaction may be subject to a penalty (or an excise tax) imposed pursuant to 
Section 502(i) of ERISA or Section 4975 of the Code unless a statutory, class or administrative exemption 
is available.  Section 502(l) of ERISA requires the Secretary of the U.S. Department of Labor (the “DOL”) 
to assess a civil penalty against a fiduciary who violates any fiduciary responsibility or commits any other 
violation of part 4 of Title I of ERISA or any other person who knowingly participates in such breach or 
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violation.  If the investment constitutes a prohibited transaction under Section 4975(c) of the Code, an IRA 
may lose its tax-exempt status.  If the investment constitutes a prohibited transaction under Section 503 of 
the Code, a Non-ERISA Plan may lose its tax exemption. 

The investment by a Plan may, in certain circumstances, cause the Plan’s assets to be deemed to 
include an interest in each of the underlying assets of the entity issuing a security in which the Plan has an 
investment, such as the Issuer.  Certain transactions may be deemed to constitute prohibited transactions if 
assets of the Issuer are deemed to be assets of a Plan.  These concepts are discussed in greater detail below. 

Plan Assets Regulation 

The DOL has promulgated a regulation set forth at 29 C.F.R. § 2510.3-101, which has been 
amended by Congress in Section 3(42) of ERISA (the “Plan Assets Regulation”), concerning whether or 
not the assets of an ERISA Plan would be deemed to include an interest in the underlying assets of an entity 
(such as the Issuer) for purposes of the general fiduciary responsibility provisions of ERISA and for the 
prohibited transaction provisions of ERISA and Section 4975 of the Code, when a Plan acquires an “equity 
interest” in such entity.  For purposes of this section, the terms “plan assets” (“Plan Assets”) and the “assets 
of a Plan” have the meaning specified in the Plan Assets Regulation as modified by Section 3(42) of ERISA. 

Under the Plan Assets Regulation, the assets of the Issuer would be treated as Plan Assets if a Plan 
acquires an equity interest in the Issuer and none of the exceptions contained in the Plan Assets Regulation 
are applicable.  An equity interest is defined under the Plan Assets Regulation as an interest in an entity 
other than an instrument which is treated as indebtedness under applicable local law and which has no 
substantial equity features.  If the Notes are treated as having substantial equity features, a Plan (including 
an entity in which a Plan is invested) that purchases Notes could be treated as having acquired an interest 
in the assets of the Issuer.  In that event, the purchase, holding, transfer or resale of the Notes could result 
in a transaction that is prohibited under ERISA or the Code.  While not free from doubt, on the basis of the 
Notes as described herein, it appears that the Notes at issuance should be treated as debt without substantial 
equity features for purposes of the Plan Assets Regulation. 

In the event that the Notes cannot be treated as indebtedness for purposes of ERISA, under an 
exception to the Plan Assets Regulation, the assets of a Plan will not include an interest in the assets of an 
entity, the equity interests of which are acquired by the Plan, if at no time Plans in the aggregate own 25% 
or more of the value of any class of equity interests in such entity, as calculated under the Plan Assets 
Regulation and Section 3(42) of ERISA.  Because the availability of this exception depends upon the 
identity of the Noteholders at any time, there can be no assurance that the Notes will qualify for this 
exception and that the Issuer’s assets will not constitute a Plan Asset subject to ERISA’s fiduciary 
obligations and responsibilities.  Therefore, a Plan should not acquire or hold Notes in reliance upon the 
availability of this exception under the Plan Assets Regulation. 

Prohibited Transactions 

The acquisition or holding of Notes by or on behalf of a Plan, whether or not the underlying assets 
are treated as Plan Assets, could give rise to a prohibited transaction if the Issuer or any of its respective 
affiliates is or becomes a Party in Interest or Disqualified Person with respect to such Plan, or in the event 
that a Note is purchased in the secondary market by a Plan from a Party in Interest or Disqualified Person 
with respect to such Plan.  There can be no assurance that the Issuer or any of its respective affiliates will 
not be or become a Party in Interest or a Disqualified Person with respect to a Plan that acquires Notes.  
Any such prohibited transaction could be treated as exempt under ERISA and the Code if the Notes were 
acquired pursuant to and in accordance with one or more statutory exemptions, individual exemptions or 
“class exemptions” issued by the DOL.  Such class exemptions include, for example, Prohibited Transaction 
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Class Exemption (“PTCE”) 75-1 (an exemption for certain transactions involving employee benefit plans 
and broker-dealers, reporting dealers and banks), PTCE 84-14 (an exemption for certain transactions 
determined by an independent qualified professional asset manager), PTCE 90-1 (an exemption for certain 
transactions involving insurance company pooled separate accounts), PTCE 91-38 (an exemption for 
certain transactions involving bank collective investment funds), PTCE 95-60 (an exemption for certain 
transactions involving an insurance company’s general account) and PTCE 96-23 (an exemption for certain 
transactions determined by a qualifying in-house asset manager). 

The Underwriter, the Trustee, the Paying Agent or their affiliates may be the sponsor of, or 
investment advisor with respect to, one or more Plans.  Because these parties may receive certain benefits 
in connection with the sale or holding of Notes, the purchase of Notes using plan assets over which any of 
these parties or their affiliates has investment authority might be deemed to be a violation of a provision of 
Title I of ERISA or Section 4975 of the Code.  Accordingly, Notes may not be purchased using the assets 
of any Plan if any of the Underwriter, the Trustee, the Paying Agent or their affiliates has investment 
authority for those assets, or is an employer maintaining or contributing to the plan, unless an applicable 
prohibited transaction exemption is available and such prohibited transaction exemption covers such 
purchase. 

Purchaser’s/Transferee’s Representations 
and Warranties 

Each purchaser and each transferee of a Note (including the person causing such purchaser or 
transferee to acquire an interest in the Note, including a Plan’s fiduciary, as applicable, in its individual 
capacity) is deemed to represent and warrant that on each date on which such purchaser or transferee, as 
applicable, purchases or holds any interest in the Note that (a) it is not a Plan and is not acquiring the Note 
directly or indirectly for, or on behalf of, a Plan or with Plan Assets or any entity whose underlying assets 
are deemed to be Plan Assets or otherwise subject to Similar Law; or (b) the acquisition and holding of the 
Notes by or on behalf of, or with Plan Assets of, any Plan or any entity whose underlying assets are deemed 
to be Plan Assets is permissible under applicable law, and will not result in any non-exempt prohibited 
transaction under Section 406 of ERISA or Section 4975 or 503 of the Code by reason of the application of 
one or more of the following:  PTCE 84-14, PTCE 90-1, PTCE 91-38, PTCE 95-60 or PTCE 96-23, all of 
the conditions of which shall be met, or, in the case of a purchaser or transferee that is subject to Similar 
Law, such purchase and holding will not result in a violation of Similar Law or otherwise result in any tax, 
rescission right or other penalty on the Issuer or the Underwriter, and, in any case, neither the purchase nor 
holding of such Note will subject the Issuer or the Underwriter to any obligation not affirmatively 
undertaken in writing. 

Consultation with Counsel 

Any Plan fiduciary or other investor of Plan Assets (including any entity whose underlying assets 
are deemed to be Plan Assets) considering whether to acquire or hold Notes on behalf of or with Plan Assets 
of any Plan or that proposes to acquire or hold Notes, should consult with its counsel with respect to the 
potential applicability of the fiduciary responsibility provisions of ERISA and the prohibited transaction 
provisions of Section 406 of ERISA and Section 4975 of the Code with respect to the proposed investment 
and the availability of any prohibited transaction exemption and the accuracy of the representations and 
warranties above.  A fiduciary or other investor with respect to a Non-ERISA Plan that proposes to acquire 
or hold Notes should consult with counsel with respect to Similar Laws. 
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CERTAIN INVESTMENT COMPANY ACT CONSIDERATIONS 

The Issuer is not registered or required to be registered as an “investment company” under the 
Investment Company Act of 1940, as amended (the “Investment Company Act”) pursuant to Section 3(b) 
of the Investment Company Act.  The Issuer does not rely upon the exclusions from the definition of 
“investment company” set forth in Section 3(c)(1) or Section 3(c)(7) of the Investment Company Act.  The 
Issuer does not constitute a “covered fund” for purposes of Section 619 of the Dodd-Frank Wall Street 
Reform and Consumer Protection Act, Pub. L. No. 111-203, 124 Stat. 1376 (2010), also known as the 
Volcker Rule.  See the caption “RISK FACTORS—Federal financial regulatory legislation may affect the 
Notes” herein.  Since the Issuer has not registered, and does not intend to register, as an investment company 
under the Investment Company Act, Noteholders will not be afforded protections of the provisions of the 
Investment Company Act designed to protect investment company investors. 

ADDITIONAL INFORMATION; REPORTS TO NOTEHOLDERS 

The Issuer intends to make the Monthly Servicing Reports available to Noteholders on the Issuer’s 
website at https://studentloans.com/investors/bela.php.  The website is not incorporated into and shall not 
be deemed to be a part of this Offering Memorandum.  The Issuer is not obligated to provide such reports 
and may discontinue this practice at any time without notice.  The Issuer may also change the web site 
domain where it posts such reports at any time.  Such reports will not be audited and will not constitute 
financial statements prepared in accordance with generally accepted accounting principles. 

UNDERWRITING 

Subject to the terms and conditions set forth in a Note Purchase Agreement between the Issuer and 
RBC Capital Markets, LLC (the “Underwriter”), the Underwriter has agreed to purchase the Notes at a 
price equal to the par amount of the Notes of $649,000,000.  The Underwriter will receive an underwriting 
fee from the Issuer equal to $3,407,250.  After the initial offering, the prices of the Notes may change. 

Until the initial distribution of Notes is completed, the rules of the SEC may limit the ability of the 
Underwriter to bid for and purchase the Notes.  As an exception to these rules, the Underwriter is permitted 
to engage in transactions that stabilize the price of the Notes.  These transactions consist of bids of purchase 
for the purpose of pegging, fixing or maintaining the price of the Notes.  Purchases of a security for the 
purpose of stabilization or to reduce a short position could cause the price of the security to be higher than 
it might be in the absence of those purchases.  Neither the Issuer nor the Underwriter makes any 
representation or prediction as to the direction or magnitude of any effect that the transactions described 
above may have on the prices of the Notes.  In addition, neither the Issuer nor the Underwriter makes any 
representation that the Underwriter will engage in these transactions or that these transactions, once 
commenced, will not be discontinued without notice. 

In the ordinary course of their respective businesses, the Underwriter and its affiliates have engaged 
and may in the future engage in investment banking or commercial banking transactions with the Issuer 
and may trade in its securities.  See the caption “RELATIONSHIPS AMONG FINANCING 
PARTICIPANTS” herein. 

During and after the offering, the Underwriter may engage in transactions, including open market 
purchases and sales, to stabilize the prices of the Notes.  The Underwriter, for example, may over-allot the 
Notes for the account of the underwriting syndicate to create a syndicate short position by accepting orders 
for more Notes than are to be sold. 
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In general, over allotment transactions and open market purchases of the Notes for the purpose of 
stabilization or to reduce a short position could cause the price of a Note to be higher than it might be in the 
absence of those transactions. 

The Underwriter or its affiliates may retain a material percentage of the Notes for their own 
accounts.  The retained Notes may be resold by such Underwriter or such affiliates at any time in one or 
more negotiated transactions at varying prices to be determined at the time of sale. 

The Issuer has agreed to indemnify the Underwriter and, under certain limited circumstances, the 
Underwriter will indemnify the Issuer, against certain civil liabilities, including liabilities under the 
Securities Act. 

FINANCIAL ADVISOR 

SL Capital Strategies LLC is serving as financial advisor to the Issuer in connection with the 
issuance of the Notes.  Although SL Capital Strategies LLC reviewed and commented on certain legal 
documentation, including this Offering Memorandum, SL Capital Strategies LLC is not obligated to 
undertake, and has not undertaken to make, an independent verification or to assume responsibility for the 
accuracy, completeness or adequacy of the information contained in this Offering Memorandum or any of 
the other legal documents, and further, SL Capital Strategies LLC does not assume any responsibility for 
the information, covenants and representations with respect to the possible impact of any present, pending 
or future actions taken by any legislative or judicial bodies or Rating Agencies. 

LEGAL PROCEEDINGS 

There is no controversy or litigation of any nature now pending or, to the knowledge of the Issuer, 
threatened to restrain or enjoin the issuance, sale, execution or delivery of the Notes, or in any way 
contesting or affecting the validity of the Notes, any proceedings of the Issuer taken with respect to the 
issuance or sale thereof, the pledge or application of any moneys or securities provided for the payment of 
the Notes or the due existence or powers of the Issuer. 

The Issuer may be subject to various claims, lawsuits, and proceedings that arise from time to time. 

LEGAL MATTERS 

The Issuer has been represented in connection with certain aspects of the authorization, issuance, 
offer, sale and delivery of the Notes by its note counsel, McCall, Parkhurst & Horton LLP, who will pass 
on certain legal matters for the Issuer.  Certain legal matters will be passed on for the Underwriter by Kutak 
Rock LLP. 

RELATIONSHIPS AMONG FINANCING PARTICIPANTS 

The Underwriter and its affiliates are full service financial institutions engaged in various activities, 
which may include securities trading, commercial and investment banking, financial advisory, investment 
management, principal investment, hedging, financing and brokerage activities.  In the ordinary course of 
their respective businesses, the Underwriter and its affiliates have, from time to time, engaged, and may in 
the future engage, in various financial advisory, investment banking and commercial banking transactions 
with the Issuer, for which they received or will receive customary fees and expenses.  An affiliate of the 
Underwriter provides the Warehouse Agreement that allowed the Issuer to temporarily finance the Financed 
Eligible Loans prior to the transfer from the Warehouse Agreement to the Trustee under the Indenture. 
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In the ordinary course of their various business activities, the Underwriter and its affiliates may 
make or hold a broad array of investments and actively trade debt and equity securities (or related derivative 
securities) and financial instruments (including bank loans) for their own account and for the accounts of 
their customers and may at any time hold long and short positions in such securities and instruments.  Such 
investment and securities activities may involve securities and instruments of the Issuer. 

RATINGS 

It is a condition to the Underwriter’s obligation to purchase the Notes that (a) the Class A-1B Notes 
be assigned the rating of at least “AAA (sf)” by DBRS and at least “AA+ (sf)” by S&P and (b) the Class B 
Notes be assigned the rating of at least “AAA (sf)” by DBRS and “AA (sf)” by S&P. 

On August 5, 2011, S&P lowered the long-term sovereign debt rating of the United States to “AA+” 
from “AAA,” citing its concern with the fiscal, economic, and political challenges the government of the 
United States was facing.  The S&P expected rating is a result of this action.  The Notes will be secured by 
the Trust Estate including the Financed Eligible Loans, which consist of a pool of student loans originated 
under the FFEL Program.  As such, the Financed Eligible Loans are eligible to receive certain federal 
benefits, such as Special Allowance Payments and interest subsidies, and the Guaranty Agencies for the 
Financed Eligible Loans receive reinsurance benefits to certain levels for guarantee payments that they 
make, and other federal benefits. 

A securities rating addresses the likelihood of the receipt by owners of the Notes of payments of 
principal and interest with respect to their Notes from assets in the Trust Estate created under the Indenture.  
The rating takes into consideration the characteristics of the Financed Eligible Loans, and the structural, 
legal and tax aspects associated with the rated Notes. 

A securities rating is not a recommendation to buy, sell or hold securities and may be subject to 
revision or withdrawal at any time by the assigning rating organization.  Neither the Issuer nor the 
Underwriter has undertaken any responsibility either to bring to the attention of the holders of the affected 
Notes any proposed change in or withdrawal of such ratings or to oppose any such proposed revision.  Any 
such change in or withdrawal of the ratings could have an adverse effect on the market price of the affected 
Notes. 

OTHER MATTERS 

The information set forth herein has been obtained from Issuer records and other sources which are 
considered reliable.  There is no guarantee that any of the assumptions or estimates contained herein will 
ever be realized.  All of the summaries of the statutes, documents and resolutions contained in this Offering 
Memorandum are made subject to all of the provisions of such statutes, documents and resolutions.  These 
summaries do not purport to be complete statements of such provisions, and reference is made to such 
documents for further information.  Reference is made to official documents in all respects.  Any statement 
in this Offering Memorandum involving any matter of opinion, whether or not expressly so stated, is 
intended as such and not as a representation of fact.  No representation is made that any such opinion will 
actually be borne out.  This Offering Memorandum is not to be construed as a contract or agreement 
between the Issuer or the Underwriter and the purchasers or Noteholders.  Prospective purchasers of the 
Notes are also cautioned that the accuracy of any statistical, demographic or economic projection or analysis 
contained herein is not guaranteed and therefore investors are urged to consult their own advisors 
concerning such projections or analysis. 

None of the Trustee, the Eligible Lender Trustee, or the Paying Agent participated in the 
preparation of this Offering Memorandum and make no representations concerning the Notes, the collateral 
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or any other matter stated in this Offering Memorandum.  None of the Trustee, the Eligible Lender Trustee, 
or the Paying Agent have any duty or obligation to pay the Notes from their own funds, assets or corporate 
capital or to make inquiry regarding, or investigate the use of, amounts disbursed from the accounts held 
under the Indenture. 
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GLOSSARY OF TERMS 

Some of the terms used in this Offering Memorandum are defined below.  Other terms are defined 
elsewhere in this Offering Memorandum.  The Indenture contains the definitions of other terms used in this 
Offering Memorandum and reference is made to the Indenture for those definitions. 

“Accepted Servicing Procedures” means with respect to any Financed Eligible Loan, servicing 
procedures (including collection procedures) that comply with applicable federal (including but not limited 
to the Higher Education Act), state and local law and that are in accordance with standards set by the 
Secretary and the accepted student loan servicing practices of prudent institutions that service student loans 
of the same type in the United States. 

“Administration Agreement” means the Administration Agreement, dated as of September 1, 2021, 
among the Issuer, the Trustee, the Eligible Lender Trustee and The Brazos Higher Education Service 
Corporation, Inc., as administrator, and any other administration agreement with any successor 
Administrator, each as amended from time to time. 

“Administration Fees” means the fees of the Administrator under the Administration Agreement, 
which monthly fees shall equal one-twelfth (1/12th) of 0.10% of the outstanding Principal Balance of the 
Financed Eligible Loans.  The Administration Fees may be increased upon satisfaction of the Rating 
Agency Condition. 

“Administrator” means The Brazos Higher Education Service Corporation, Inc., and shall also 
mean any other Person (a) with which the Issuer has entered into an Administration Agreement and (b) for 
which the Issuer shall have satisfied the Rating Agency Condition. 

“Authenticating Agent” means a bank or trust company appointed for the purpose of receiving, 
authenticating and delivering Notes in connection with transfers, exchanges and registrations as provided 
in the Indenture, and its successor or successors and any other bank or trust company which may at any 
time be substituted in its place as Authenticating Agent pursuant to the Indenture. 

“Available Funds” means, with respect to a Monthly Distribution Date, the sum of the following 
amounts received to the extent not previously distributed: (a) all collections received by any Servicer on 
the Financed Eligible Loans (including late fees received by any Servicer with respect to the Financed 
Eligible Loans and payments from any Guaranty Agency received with respect to the Financed Eligible 
Loans) but net of (i) any collections in respect of principal on the Financed Eligible Loans applied by the 
Issuer to recall claims with respect to or repurchase Eligible Loans (which Eligible Loans were previously 
Financed Eligible Loans and, after purchase, will again become Financed Eligible Loans under the 
Indenture), from the Guaranty Agencies or any Servicer; provided, that such claim recall or repurchase is 
required by the terms of the Guarantee Agreement (including, for this purpose, any claim recall or 
repurchase which is “strongly encouraged” by the Department of Education’s Common Manual), the related 
Servicing Agreement, or such claim recall or repurchase is required by federal law or regulations, including, 
without limitation, the Higher Education Act and the related regulations; and (ii) amounts required by the 
Higher Education Act to be paid to the Department (including, but not limited to, any Monthly 
Consolidation Rebate Fees and any Department SAP Rebate Interest Amounts to be deposited into the 
Department SAP Rebate Fund or paid directly to the Department), with respect to the Financed Eligible 
Loans; (b) any Interest Benefit Payments and Special Allowance Payments received by the Trustee, the 
Paying Agent or the Issuer with respect to Financed Eligible Loans; (c) the aggregate Purchase Amounts 
received for Financed Eligible Loans repurchased by a Seller, a Servicer, the Issuer or otherwise released 
from the lien of the Indenture; (d) all interest earned or gain realized from the investment of amounts in any 
Fund or Account; and (e) any other amounts deposited to the Collection Fund.  “Available Funds” shall be 
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determined pursuant to the terms of this definition by the Issuer and reported to the Trustee and the Paying 
Agent.  Amounts described in clauses (a)(i) and (a)(ii) hereof shall be paid by the Paying Agent on behalf 
of the Trustee upon receipt of a written direction from the Issuer.  The Trustee and the Paying Agent may 
conclusively rely on such determinations without further duty to review or examine such information. 

“Code” means the Internal Revenue Code of 1986, as amended from time to time.  Each reference 
to a section of the Code in the Indenture shall be deemed to include the United States Treasury Regulations, 
including applicable temporary and proposed regulations, relating to such section which are applicable to 
a Residual Certificate or the Notes or the use of the proceeds of the Notes.  A reference to any specific 
section of the Code shall be deemed also to be a reference to the comparable provisions of any enactment 
which supersedes or replaces the Code thereunder from time to time. 

“Collection Period” means, with respect to the first Monthly Distribution Date, the period 
beginning on the Date of Issuance and ending on October 31, 2021 and with respect to each subsequent 
Monthly Distribution Date, the Collection Period means the calendar month immediately preceding such 
Monthly Distribution Date.  With respect to any Monthly Distribution Date, the “related” or the “preceding” 
Collection Period shall be the Collection Period ending on the last day of the month immediately preceding 
the month in which such Monthly Distribution Date occurs. 

“Custodian Agreement” means any custodian agreement entered into by the Issuer and a custodian 
or bailee related to the Financed Eligible Loans, which custodian agreement may be contained within a 
Servicing Agreement. 

“Cut-Off Date” means, with respect to each Financed Eligible Loan, the date as of which receipts 
upon such Financed Eligible Loan are pledged as part of the Trust Estate, which shall be the date of 
acquisition by the Trust Estate. 

“DBRS” means DBRS, Inc., its successors and their assigns. 

“Department SAP Rebate Interest Amount” means, with respect to any date of determination, the 
greater of (a)(i) the amount of interest paid by borrowers on the Financed Eligible Loans first disbursed on 
or after April 1, 2006 that exceeds the Special Allowance Payment support levels applicable to such 
Financed Eligible Loans under the Higher Education Act since the prior Department SAP Rebate Payment 
Date less (ii) the amount of accrued Interest Benefit Payments or Special Allowance Payments due to the 
Issuer since the prior Department SAP Rebate Payment Date and (b) $0.00. 

“Department SAP Rebate Payment Date” means the quarterly date that (i) the Department SAP 
Rebate Interest Amount is due and payable to the Department or (ii) the Department offsets the Department 
SAP Rebate Interest Amount from Interest Benefit Payments or Special Allowance Payments due to the 
Issuer. 

“Eligible Lender” means the Eligible Lender Trustee and all other entities which are “eligible 
lenders,” as defined in the Higher Education Act (including, but not limited to, “eligible lender trustees”) 
which have received an eligible lender number or other designation from the Secretary with respect to 
Eligible Loans made under the Higher Education Act. 

“Eligible Lender Trust Agreement” means the Amended and Restated Eligible Lender Trust 
Agreement, dated as of May 8, 2013, between the Issuer, as grantor, and the Eligible Lender Trustee, as 
trustee, and any similar agreement entered into by the Issuer and an “eligible lender” under the Higher 
Education Act pursuant to which such “eligible lender” holds Eligible Loans in trust for the Issuer, in each 
case as supplemented or amended from time to time. 
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“Eligible Lender Trustee” means U.S. Bank National Association, as eligible lender trustee under 
the Eligible Lender Trust Agreement, and its successors and assigns in such capacity. 

“Eligible Loan” means any loan made to finance post-secondary education that is made under the 
Higher Education Act. 

“Event of Bankruptcy” means (a) the Issuer shall have commenced a voluntary case or other 
proceeding seeking liquidation, reorganization or other relief with respect to itself or its debts under any 
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a 
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, or 
shall have made a general assignment for the benefit of creditors, or shall have declared a moratorium with 
respect to its debts or shall have failed generally to pay its debts as they become due, or shall have taken 
any action to authorize any of the foregoing; or (b) an involuntary case or other proceeding shall have been 
commenced against the Issuer seeking liquidation, reorganization or other relief with respect to it or its 
debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the 
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part 
of its property provided such action or proceeding is not dismissed within 60 days. 

“Expense Payment Date” means, with respect to any fee or expense payable by the Issuer, the 25th 
day of each calendar month or such later date as the applicable fee or expense is due and payable. 

“Extraordinary Expenses” means (i) with respect to the Trustee, indemnification payments, legal 
fees and other expenses incurred with respect to the Trust Estate or in connection with the enforcement of 
remedies, and other amounts payable to the Trustee under the Indenture that are not included in the Trustee 
Fees, (ii) with respect to the Eligible Lender Trustee, indemnification payments, legal fees and other 
expenses incurred in connection with the administration of the Eligible Lender Trustee, and other amounts 
payable to the Eligible Lender Trustee under the Indenture or the Eligible Lender Trust Agreement that are 
not included in the Trustee Fees, (iii) with respect to the Administrator, any indemnification payments and 
other amounts payable to the Administrator under the Administration Agreement in excess of the 
Administration Fee, and (iv) with respect to the Servicers, any amounts payable to a Servicer under the 
related Servicing Agreement in excess of the Standard Servicing Fees. 

“Financed” or “Financing” refers, when used with respect to Eligible Loans, to Eligible Loans 
(a) financed or refinanced by the Issuer with Note proceeds or otherwise pledged by the Issuer under the 
Indenture and constituting a part of the Trust Estate, including, without limitation, the Eligible Loans 
described in the Indenture, and (b) Eligible Loans substituted or exchanged for Financed Eligible Loans, 
but does not include Eligible Loans released from the lien of the Indenture to the extent permitted by the 
Indenture (unless such released Eligible Loans are substituted or exchanged in the future).  Financed 
Eligible Loans do not include any other student loans held by the Issuer. 

“Guarantee” or “Guaranteed” means, with respect to an Eligible Loan, the insurance or guarantee 
by a Guaranty Agency pursuant to such Guaranty Agency’s Guarantee Agreement of the maximum 
percentage of the principal of and accrued interest on such Eligible Loan allowed by the terms of the Higher 
Education Act with respect to such Eligible Loan at the time it was originated and the coverage of such 
Eligible Loan by the federal reimbursement contracts, providing, among other things, for reimbursement to 
such Guaranty Agency for payments made by it on defaulted Eligible Loans insured or guaranteed by such 
Guaranty Agency of at least the minimum reimbursement allowed by the Higher Education Act with respect 
to a particular Eligible Loan. 

“Guarantee Agreements” means any guarantee or agreement issued or entered into by any 
Guarantee Agency to or with the Eligible Lender Trustee for the purpose of guaranteeing or insuring 
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Eligible Loans (including Financed Eligible Loans), and any amendment of any of the foregoing entered 
into in accordance with the provisions thereof. 

“Guaranty Agency” means any entity authorized to guarantee student loans under the Higher 
Education Act and with which the Eligible Lender Trustee, on behalf of the Issuer, maintains a Guarantee 
Agreement. 

“Higher Education Act” means the Higher Education Act of 1965, as amended or supplemented 
from time to time, or any successor federal act and all regulations, directives, bulletins and guidelines 
promulgated from time to time thereunder. 

“Highest Priority Notes” means at any time when Class A-1B Notes are Outstanding, the Class A-
1B Notes, and at any time when no Class A-1B Notes are Outstanding, the Class B Notes. 

“Indenture” means the Indenture of Trust, among the Issuer, the Trustee, the Paying Agent, and the 
Eligible Lender Trustee, including all supplements and amendments thereto. 

“Initial Pool Balance” means the Pool Balance as of the Date of Issuance. 

“Interest Benefit Payment” means an interest payment on Eligible Loans received pursuant to the 
Higher Education Act and an agreement with the federal government, or any similar payments. 

“Investment Securities” means: 

(a) direct obligations of, or obligations on which the timely payment of the principal 
of and interest on which are unconditionally and fully guaranteed by, the United States Treasury 
having maturities of not more than 365 days; 

(b) interest bearing time or demand deposits, certificates of deposit or other similar 
banking arrangements with a maturity of 12 months or less with any bank, trust company, national 
banking association or other depository institution, including those of the Trustee or the Paying 
Agent, provided that such depository institution (i) has a rating of “AA-/A-1+” by S&P and (ii) has 
the required ratings from DBRS corresponding to the duration of such investment set forth in the 
second to last paragraph of this definition; 

(c) bonds, debentures, notes or other evidences of indebtedness with a maturity of not 
more than 365 days issued or guaranteed by any of the following agencies: Federal Home Loan 
Mortgage Corporation; the Federal National Mortgage Association; Federal Home Loan Banks; 
provided, that such obligation: (i) is rated “AA+” or higher by S&P; and (ii) has the required ratings 
from DBRS corresponding to the duration of such investment set forth in the second to last 
paragraph of this definition; 

(d) repurchase agreements and reverse repurchase agreements, other than overnight 
repurchase agreements and overnight reverse repurchase agreements, with banks, including the 
Trustee, the Paying Agent and any of their affiliates, which are members of the Federal Deposit 
Insurance Corporation or firms which are members of the Securities Investors Protection 
Corporation, in each case, that: (i) has the required ratings from DBRS corresponding to the 
duration of such investment set forth in the second to last paragraph of this definition; and 
(ii) satisfies the S&P rating requirements set forth in the last paragraph of this definition; 
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(e) overnight repurchase agreements and overnight reverse repurchase agreements at 
least 101% collateralized by securities described in subparagraph (a) of this definition and with a 
counterparty, including the Trustee, the Paying Agent and any of their affiliates, that: (i) has the 
required ratings from DBRS corresponding to the duration of such investment set forth in the 
second to last paragraph of this definition; and (ii) satisfies the S&P rating requirements set forth 
in the last paragraph of this definition; 

(f) investment agreements or guaranteed investment contracts, which may be entered 
into by and among the Issuer and/or the Trustee and the Paying Agent and any bank, bank holding 
company, corporation or any other financial institution, including the Trustee, the Paying Agent 
and any of their affiliates, that: (i) has the required ratings from DBRS corresponding to the 
duration of such investment set forth in the second to last paragraph of this definition or, in each 
case. with an insurance company whose claims paying ability is so rated; and (ii) satisfies the S&P 
rating requirements set forth in the last paragraph of this definition; 

(g) “tax exempt bonds” as defined in Section 150(a)(6) of the Code, other than 
“specified private activity bonds” as defined in Section 57(a)(5)(C) of the Code, that have a 
maturity of not more than 365 days and are rated in the highest category by S&P and has the 
required ratings from DBRS corresponding to the duration of such investment set forth below and 
that do not constitute “investment property” within the meaning of Section 148(b)(2) of the Code, 
provided that the fund has all of its assets invested in obligations of such rating quality; 

(h) commercial paper with a maturity of not more than 365 days, including that of the 
Trustee, the Paying Agent and any of their Affiliates, which is rated “A-1+” by S&P and has the 
required ratings from DBRS corresponding to the duration of such investment set forth in the 
second to last paragraph of this definition and which matures not more than 90 days after the date 
of purchase; 

(i) investments in a money market fund that is payable upon demand, including funds 
for which the Trustee, the Paying Agent or any Affiliate thereof acts as investment advisor or 
provides other similar services for a fee; provided, that such investment is rated at least “AAAm” 
by S&P and has the required ratings from DBRS corresponding to the duration of such investment 
set forth in the second to last paragraph of this definition; 

(j) interest-bearing time or demand deposits, certificates of deposit or other similar 
banking arrangements with a maturity of 12 months or less with banks, which are members of the 
Federal Deposit Insurance Corporation; provided, that, all funds, principal and interest, are fully 
and unconditionally guaranteed or insured by, or backed by the full faith and credit of the United 
States; and  

(k) any other investment upon satisfaction of the Rating Agency Condition. 

Each Investment Security or the provider of such Investment Security (other than those described 
in paragraphs (b), (d), (h) and (i) of this definition) shall have the following DBRS long term and or short 
term ratings corresponding to the duration of such investment: 
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Maximum Maturity Minimum Ratings 

30 days “A”/“R-1 (middle)”  
90 days “AA”/“R-1 (middle)” 
180 days “AA”/“R-1 (high)” 
365 days “AAA”/“R-1 (high)” 

 

Each provider of an Investment Security described in paragraphs (d), (e) and (f) of this definition 
shall have a long term unsecured debt rating of at least “A” by S&P, so long as S&P maintains a Rating on 
the Notes, and shall be contractually required, if the S&P Rating of such provider falls below “A”, within 
60 days of the date such S&P Rating was reduced below “A”, to replace itself as the provider of the 
Investment Security with, or else to obtain a guarantee from, an otherwise eligible provider. 

“Issuer Order” means a written order signed in the name of the Issuer by an authorized 
representative of the Issuer. 

“LIBOR Related Amendment” means a change to the related interest rates on the Notes to the 
applicable alternative index to LIBOR selected by the Department of Education plus or minus a comparable 
spread (if the Department of Education chooses to use an alternative index to LIBOR other than the 
Benchmark Replacement to calculate Special Allowance Payments) and any associated changes that are 
reasonably necessary to adopt or to implement such rate change, which changes shall become effective 
upon  either (i) obtaining the consent of the Noteholders representing not less than a majority of the 
Outstanding Amount of the Notes and satisfaction of the Rating Agency Condition, or (ii) obtaining the 
consent of the Noteholders representing not less than a majority of the Outstanding Amount of each Class 
of the Notes.  The Trustee is not obligated to enter into any LIBOR Related Amendment that adversely 
affects its duties or protections without its consent and shall have no liability for entering into a LIBOR 
Related Amendment. 

“Monthly Consolidation Rebate Fee” means the monthly consolidation rebate fee payable to the 
Department on the Financed Eligible Loans. 

“Monthly Servicing Report” means a report prepared by the Administrator on behalf of the Issuer 
substantially in the form attached to the Indenture setting forth certain information with respect to the 
Financed Eligible Loans, the Funds and Accounts and the Notes, including (but not limited to) the 
outstanding aggregate principal and accrued interest balances of the Financed Eligible Loans as of the end 
of the related Collection Period; collection activity with respect to the Financed Eligible Loans and 
investment earnings with respect to the Funds and Accounts during the related Collection Period; the 
application of Available Funds on the Monthly Distribution Date; the balance in the Reserve Fund and the 
remaining Outstanding Amount of and the interest rate borne by the Notes. 

“Note Final Maturity Date” means, for a Class of Notes or for any Note of such Class, as the context 
may require, the Class A-1B Maturity Date or the Class B Maturity Date, as applicable. 

“Note Registrar” means the Trustee, or, if so designated pursuant to the terms of a Supplemental 
Indenture, an Authenticating Agent, serving in such capacity under the terms of the Indenture, unless and 
until an Issuer Order is delivered to the Authenticating Agent and the Trustee directing that the 
Authenticating Agent or the Trustee, as the case may be, become the Note Registrar and the Authenticating 
Agent or the Trustee, as the case may be, agrees to serve in such capacity under the Indenture. 

“Noteholder” means the Person in whose name a Note is registered in the Note register and which 
initially shall be Cede & Co., as nominee of the initial Clearing Agency. 



 

 148 

“Outstanding Amount” means, as of any date of determination, the aggregate principal amount of 
all Notes Outstanding or the applicable Class or Classes of Notes, as the case may be, Outstanding at such 
date of determination. 

“Paying Agent” means the Trustee and any other commercial bank designated in the Indenture as 
a place at which principal of or interest on any Note is payable. 

“Person” means an individual, corporation, partnership, joint venture, association, joint stock 
company, trust, limited liability company, unincorporated organization or government or agency, or 
political subdivision thereof, or any other entity recognized from time to time as a legally existing entity. 

“Purchase Amount” means, with respect to any Financed Eligible Loan, the amount required to 
prepay in full such Financed Eligible Loan under the terms thereof including all accrued interest thereon, it 
being acknowledged that any accrued and unpaid Interest Benefit Payments or Special Allowance Payments 
will continue to be payable to the Paying Agent on behalf of the Trustee and constitute part of the Trust 
Estate. 

“Rating” means one of the rating categories of each Rating Agency currently rating the Notes. 

“Rating Agency” means DBRS and S&P or any other rating agency requested by the Issuer to 
maintain a Rating on any of the Notes. 

“Rating Agency Condition” means a requirement, with respect to any proposed action, failure to 
act or other event expressly conditioned thereon in the Indenture that, prior to the effectuation thereof: 
(a) the Issuer shall have provided prior written notice to each Rating Agency at least 10 calendar days prior 
to such proposed action, failure to act, or other event specified therein; and (b) the Issuer shall have 
delivered an Issuer Order to the Trustee dated no less than 10 calendar days subsequent to the date of such 
written notice stating that, as of the date of such Issuer Order, the Issuer reasonably believes that completion 
of such proposed action, failure to act or other event will not result in a downgrade to any Rating then 
assigned to any of the Notes by any Rating Agency or cause such Rating Agency to suspend, withdraw or 
qualify any such Rating (other than a Rating that is then applicable only to Notes that will no longer be 
Outstanding upon such completion). 

“Rating Agency Fees” means the surveillance fees payable to the Rating Agencies to maintain 
ratings on the Notes, which shall equal $26,500 initially, of which $8,500 will be inflated by 2% annually.  
The Rating Agency Fees may be increased upon satisfaction of the Rating Agency Condition. 

“Residual Certificateholder” shall mean a Person in whose name the Residual Certificate is 
registered in the books of the Note Registrar. 

“Responsible Officer” means, when used with respect to the Trustee, any officer within the 
principal office of the Trustee, including any vice president, assistant vice president, trust officer or any 
other officer of the Trustee who customarily performs functions similar to those performed by the Persons 
who at the time shall be such officers, respectively, or to whom any corporate trust matter is referred because 
of such person’s knowledge of and familiarity with the particular subject and who shall have direct 
responsibility for the administration of the Indenture and the other Basic Documents to which it is a party. 

“S&P” means S&P Global Ratings and its successors and assigns. 

“Secretary” means the Secretary of the Department or any successor to the pertinent functions 
thereof under the Higher Education Act. 
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“Senior Transaction Fees” means (a) the Trustee Fees, (b) the Administration Fees, (c) the 
Standard Servicing Fees (subject to the limitations described under the captions “FEES AND EXPENSES” 
herein), (d) the Rating Agency Fees and (e) Extraordinary Expenses (including any audit and tax return fees 
and expenses of the Issuer) that do not exceed, in any Fiscal Year of the Issuer, an aggregate of $11,000, 
except that the dollar limit set forth this clause (e) shall not apply with respect to Extraordinary Expenses 
incurred by the Trustee after the occurrence and during the continuation of an Event of Default. 

“Servicer” means each of Pennsylvania Higher Education Assistance Agency, Nelnet, Inc. and 
Navient Solutions, LLC or any of their successors or assigns, and/or any other additional Servicer to be 
permitted upon satisfaction of the Rating Agency Condition with respect thereto with which the Issuer or 
the Administrator has entered into a Servicing Agreement with respect to Financed Eligible Loans. 

“Servicing Agreement” means any agreement entered into between the Issuer or the Administrator 
and a Servicer containing the terms under which the Servicer shall service, hold in custody, and otherwise 
act with respect to, all or certain of the Financed Eligible Loans, including any letter agreements, bailment 
agreements or other related documents. 

“Special Allowance Payments” means the special allowance payments authorized to be made by 
the Secretary by Section 438 of the Higher Education Act, or similar allowances, if any, authorized from 
time to time by federal law or regulation. 

“Specified Reserve Fund Balance” means, on the Date of Issuance, $21,950,000.  On the November 
2022 Monthly Distribution Date, any amounts in the Reserve Fund in excess of $11,000,000 shall be 
transferred to the Collection Fund.  On the November 2023 Monthly Distribution Date, any amounts in the 
Reserve Fund in excess of $5,000,000 shall be transferred to the Collection Fund.  On the November 2024 
Monthly Distribution Date, any amounts in the Reserve Fund in excess of $3,600,000 shall be transferred 
to the Collection Fund.  On the November 2027 Monthly Distribution Date, any amounts in the Reserve 
Fund in excess of $2,400,000 shall be transferred to the Collection Fund.  On the November 2032 Monthly 
Distribution Date, any amounts in the Reserve Fund in excess of $1,000,000 shall be transferred to the 
Collection Fund, provided that in no event will such balance exceed the sum of the Outstanding Amount of 
the Notes and provided further, that such Specified Reserve Fund Balance may be reduced upon satisfaction 
of the Rating Agency Condition.  The Specified Reserve Fund Balance shall be calculated by the Issuer and 
certified to the Trustee and the Paying Agent, upon which certification the Trustee and the Paying Agent 
may conclusively rely with no duty to further examine or determine such information. 

“Standard Servicing Fees” mean any fees and expenses payable to the Servicers with respect to the 
servicing and collection of the Financed Eligible Loans consisting of periodic unit fees, default related fees, 
delinquency fees, and annual privacy mailing fees, but shall not include fees due as a result of the 
termination of a Servicing Agreement (including any deconversion fees related to Financed Eligible Loans 
resulting from such termination), indemnification or other extraordinary expense items (all of which are 
Extraordinary Expenses). 

“Student Loan Purchase Agreement” means a loan purchase agreement entered into by the Issuer 
and the Eligible Lender Trustee in connection with the purchase by the Issuer and the Eligible Lender 
Trustee of a Financed Eligible Loan, including any such Financed Eligible Loan that was purchased by the 
Issuer and the Eligible Lender Trustee prior to being Financed under the Indenture. 

“Subordinate Transaction Fees” means Extraordinary Expenses that are in excess of the amounts 
that can be paid as Senior Transaction Fees as provided in the definition thereof. 
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“Supplemental Indenture” means an agreement supplemental to the Indenture executed pursuant to 
the Indenture. 

“Trust Estate” has the meaning set forth under the caption “SECURITY AND SOURCES OF 
PAYMENT FOR THE NOTES—General” herein. 

“Trustee Fees” means the regular fees and expenses of the Trustee, the Eligible Lender Trustee and 
the Paying Agent under the Indenture, which fees shall be payable quarterly in an amount equal to one-
fourth (1/4th) of the annual rate of 0.0125% per annum multiplied by the lesser of (i) the Outstanding 
Amount of the Notes, or (ii) the Principal Balance of the Financed Student Loans outstanding, at the end of 
the prior quarterly period.  The Trustee Fees may be increased upon satisfaction of the Rating Agency 
Condition. 

“Warehouse Agreement” means the Warehouse Loan and Security Agreement, dated as of 
August 18, 2021, by and among the Issuer, certain financial institutions parties thereto, Royal Bank of 
Canada, as the administrative agent and a lender, and U.S. Bank National Association, as collateral agent, 
eligible lender trustee and securities intermediary. 
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APPENDIX A 
 

DESCRIPTION OF THE FEDERAL FAMILY EDUCATION LOAN PROGRAM 

As of July 1, 2010, FFELP Loans made pursuant to the Higher Education Act were no longer 
originated, and all new federal student loans are originated solely under the Federal Direct Student Loan 
Program (the “Direct Loan Program”).  However, FFELP Loans originated under the Higher Education Act 
prior to July 1, 2010 which have been originated or acquired by the Issuer continue to be subject to the 
provisions of the FFEL Program.  The following description of the FFEL Program has been provided solely 
to explain certain of the provisions of the FFEL Program applicable to the approximately 99.57% in 
principal amount of the Financed Eligible Loans disbursed on or after July 1, 1998 and prior to July 1, 2010.  
Certain additional information about the FFELP Loans which comprise approximately 0.43% in principal 
amount of the Financed Eligible Loans disbursed prior to July 1, 1998 is also included.  Notwithstanding 
anything herein to the contrary, after June 30, 2010, no new FFELP Loans (including Consolidation Loans) 
may be made or insured under the FFEL Program, and no funds are authorized to be appropriated, or may 
be expended, under the Higher Education Act to make or insure loans under the FFEL Program (including 
Consolidation Loans) for which the first disbursement is after June 30, 2010, except as expressly authorized 
by an Act of Congress. 

The Higher Education Act provides for several different educational loan programs (collectively, 
the “Federal Family Education Loan Program” or “FFEL Program,” and the loans originated thereunder, 
“Federal Family Education Loans” or “FFELP Loans”).  Under the FFEL Program, state agencies or private 
nonprofit corporations administering student loan insurance programs (“Guaranty Agencies”) are 
reimbursed for portions of losses sustained in connection with FFELP Loans, and holders of certain loans 
made under such programs are paid subsidies for owning such FFELP Loans.  Certain provisions of the 
Federal Family Education Loan Program are summarized below.  This summary does not purport to be 
comprehensive or definitive and is qualified in its entirety by reference to the text of the Higher Education 
Act and the regulations thereunder. 

The Higher Education Act has been subject to frequent amendments and federal budgetary 
legislation, the most significant of which has been the passage of H.R. 4872 (the “Health Care & Education 
Affordability Reconciliation Act of 2010” or “HCEARA”) which terminated originations of FFELP Loans 
under the FFEL Program after June 30, 2010 such that all new federal student loans originated on and after 
July 1, 2010 are originated under the Direct Loan Program. 

Federal Family Education Loans 

Several types of loans were authorized as Federal Family Education Loans pursuant to the Federal 
Family Education Loan Program.  These included: (a) loans to students meeting certain financial needs 
tests with respect to which the federal government makes interest payments available to reduce student 
interest cost during periods of enrollment (“Subsidized Stafford Loans”); (b) loans to students made without 
regard to financial need with respect to which the federal government does not make such interest payments 
(“Unsubsidized Stafford Loans” and, collectively with Subsidized Stafford Loans, “Stafford Loans”); 
(c) loans to graduate students, professional students, or parents of dependent students (“PLUS Loans”); and 
(d) loans available to borrowers with certain existing federal educational loans to consolidate repayment of 
such loans (“Consolidation Loans”). 

Generally, a FFELP Loan was made only to a United States citizen or permanent resident or 
otherwise eligible individual under federal regulations who (a) had been accepted for enrollment or was 
enrolled and was maintaining satisfactory progress at an eligible institution; (b) was carrying at least 
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one-half of the normal full-time academic workload for the course of study the student was pursuing, as 
determined by such institution; (c) agreed to notify promptly the holder of the loan of any address change; 
(d) was not in default on any federal education loans; (e) met the applicable “need” requirements; and 
(f) had not committed a crime involving fraud or obtaining funds under the Higher Education Act which 
funds had not been fully repaid.  Eligible institutions included higher educational institutions and vocational 
schools that complied with certain federal regulations.  With certain exceptions, an institution with a cohort 
default rate that was equal to or greater than 25% for each of the three most recent fiscal years for which 
data was available was not an eligible institution under the Higher Education Act.  However, beginning in 
fiscal year 2012, the threshold was raised from 25% to 30%.  In addition, an institution with a cohort default 
rate that was equal to or greater than 40% for the most recent fiscal year for which data was available is 
also not an eligible institution under the Higher Education Act. 

Subsidized Stafford Loans 

The Higher Education Act provides for federal (a) insurance or reinsurance of eligible Subsidized 
Stafford Loans, (b) interest benefit payments for borrowers remitted to eligible lenders with respect to 
certain eligible Subsidized Stafford Loans, and (c) Special Allowance Payments representing an additional 
subsidy paid by the Secretary to such holders of eligible Subsidized Stafford Loans. 

Subsidized Stafford Loans were eligible for reinsurance under the Higher Education Act if the 
eligible student to whom the loan was made had been accepted or was enrolled in good standing at an 
eligible institution of higher education or vocational school and was carrying at least one-half the normal 
full-time workload at that institution.  In connection with eligible Subsidized Stafford Loans there were 
limits as to the maximum amount which could be borrowed for an academic year and in the aggregate for 
both undergraduate and graduate/professional study.  The Secretary had discretion to raise these limits to 
accommodate students undertaking specialized training requiring exceptionally high costs of education. 

Subject to these limits, Subsidized Stafford Loans were available to borrowers in amounts not 
exceeding their unmet need for financing as provided in the Higher Education Act. 

Unsubsidized Stafford Loans 

Unsubsidized Stafford Loans were available to students who did not qualify for Subsidized Stafford 
Loans due to parental and/or student income or assets in excess of permitted amounts.  In other respects, 
the general requirements for Unsubsidized Stafford Loans were essentially the same as those for Subsidized 
Stafford Loans.  The interest rate, the loan fee requirements and the Special Allowance Payment provisions 
of the Unsubsidized Stafford Loans were the same as the Subsidized Stafford Loans.  However, the terms 
of the Unsubsidized Stafford Loans differ materially from Subsidized Stafford Loans in that the Secretary 
does not make interest benefit payments and the loan limitations were determined without respect to the 
expected family contribution.  The borrower was required to pay interest from the time such loan was 
disbursed or capitalize the interest until repayment began. 

PLUS Loan Program 

The Higher Education Act authorized PLUS Loans to be made to graduate students, professional 
students, or parents of eligible dependent students.  Only graduate students, professional students and 
parents who did not have an adverse credit history were eligible for PLUS Loans.  The basic provisions 
applicable to PLUS Loans were similar to those of Stafford Loans with respect to the involvement of 
Guaranty Agencies and the Secretary in providing federal reinsurance on the loans.  However, PLUS Loans 
differ significantly from Subsidized Stafford Loans, particularly because federal interest benefit payments 
are not available under the PLUS Program and Special Allowance Payments are more restricted. 
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The Consolidation Loan Program 

The Higher Education Act authorized a program under which certain borrowers were permitted to 
consolidate their various student loans into a single loan insured and reinsured on a basis similar to 
Subsidized Stafford Loans.  The authority to make such Consolidation Loans expired on June 30, 2010.  
Consolidation Loans were made in an amount sufficient to pay outstanding principal, unpaid interest and 
late charges on certain federally insured or reinsured student loans incurred under and pursuant to the 
Federal Family Education Loan Program (other than Parent PLUS Loans) selected by the borrower, as well 
as loans made pursuant to the Perkins Loan Program, the Health Professions Student Loan Programs and 
the Direct Loan Program.  Consolidation Loans made pursuant to the Direct Loan Program must conform 
to the eligibility requirements for Consolidation Loans under the Federal Family Education Loan Program.  
The borrowers could have been either in repayment status or in a grace period preceding repayment, but 
the borrower could not still be in school.  Delinquent or defaulted borrowers were eligible to obtain 
Consolidation Loans if they agreed to re-enter repayment through loan consolidation.  Borrowers were 
permitted to add additional loans to a Consolidation Loan during the 180-day period following origination 
of the Consolidation Loan.  Further, a married couple who agreed to be jointly and severally liable was 
treated as one borrower for purposes of loan consolidation eligibility.  A Consolidation Loan was federally 
insured or reinsured only if such loan was made in compliance with the requirements of the Higher 
Education Act. 

The Higher Education Act authorizes the Secretary to offer the borrower a Direct Consolidation 
Loan with repayment provisions authorized under the Higher Education Act and terms consistent with a 
Consolidation Loan made pursuant to the FFEL Program.  In addition, the Secretary may offer the borrower 
of a Consolidation Loan a Direct Consolidation Loan for one of three purposes: (a) providing the borrower 
with an income contingent repayment plan (or income-based repayment plan as of July 1, 2009) if the 
borrower’s delinquent loan has been submitted to a Guaranty Agency for default aversion (or, as of July 1, 
2009, if the loan is already in default); (b) allowing the borrower to participate in a public service loan 
forgiveness program offered under the Direct Loan Program; or (c) allowing the borrower to use the no 
accrual of interest for active duty service members benefit offered under the Direct Loan Program for not 
more than 60 months for loans first disbursed on or after October 1, 2008.  In order to participate in the 
public service loan forgiveness program, the borrower must not have defaulted on the Direct Loan; must 
have made 120 monthly payments on the Direct Loan after October 1, 2007 under certain income based 
repayment plans, a standard 10-year repayment plan for certain Direct Loans, or a certain income contingent 
repayment plan; and must be employed in a public service job at the time of forgiveness and during the 
period in which the borrower makes each of his 120 monthly payments.  A public service job is defined 
broadly and includes working at an organization described in Section 501(c)(3) of the Internal Revenue 
Code of 1986, as amended and restated (the “IRC”), which is exempt from taxation under Section 501(a) 
of the IRC.  No borrower may, however, receive a reduction of loan obligations under both the public 
service loan forgiveness program offered under the Direct Loan Program and the following programs: 
(i) the loan forgiveness program for teachers offered under both the FFEL Program and the Direct Loan 
Program; (ii) the loan forgiveness program for service in areas of national need offered under the FFEL 
Program; and (iii) the loan repayment program for civil legal assistance attorneys offered under the FFEL 
Program. 

Federal Direct Student Loan Program 

The Student Loan Reform Act of 1993 established the Direct Loan Program.  The first loans under 
the Direct Loan Program were made available for the 1994-1995 academic year.  Under the Direct Loan 
Program, approved institutions of higher education, or alternative loan originators approved by the United 
States Department of Education (the “Department of Education”), make loans to students or parents without 
application to or funding from outside lenders or Guaranty Agencies.  The Department of Education 
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provides the funds for such loans, and the program provides for a variety of flexible repayment plans, 
including extended, graduated and income contingent repayment plans, forbearance of payments during 
periods of national service and consolidation under the Direct Loan Program of existing student loans.  Such 
consolidation permits borrowers to prepay existing student loans and consolidate them into a Federal Direct 
Consolidation Loan under the Direct Loan Program.  The Direct Loan Program also provides certain 
programs under which principal may be forgiven or interest rates may be reduced.  Direct Loan Program 
repayment plans, other than income contingent plans, must be consistent with the requirements under the 
Higher Education Act for repayment plans under the FFEL Program.  Due to the enactment of HCEARA, 
FFELP Loans made pursuant to the Higher Education Act are no longer originated, and as of July 1, 2010 
new federal student loans are originated solely under the Direct Loan Program. 

Interest Rates 

Subsidized and Unsubsidized Stafford Loans.  Subsidized and Unsubsidized Stafford Loans made 
on or after October 1, 1998 but before July 1, 2006 which are in in-school, grace and deferment periods 
bear interest at a rate equivalent to the 91-day T-Bill rate plus 1.70%, with a maximum rate of 8.25%.  
Subsidized Stafford Loans and Unsubsidized Stafford Loans made on or after October 1, 1998 but before 
July 1, 2006 in all other payment periods bear interest at a rate equivalent to the 91-day T-Bill rate plus 
2.30%, with a maximum rate of 8.25%.  The rate is adjusted annually on July 1. 

Subsidized Stafford Loans disbursed on or after July 1, 2006 and before July 1, 2010 bear interest 
at progressively lowered rates described below.  Subsidized Stafford Loans made on or after July 1, 2006 
but before July 1, 2008 bear interest at a rate equal to 6.80% per annum.  Subsidized Stafford Loans made 
on or after July 1, 2008 but before July 1, 2009 bear interest at a rate equal to 6.00% per annum.  Subsidized 
Stafford Loans made on or after July 1, 2009 but before July 1, 2010 bear interest at a rate equal to 5.60% 
per annum. 

Unsubsidized Stafford Loans made on or after July 1, 2006 and before July 1, 2010 bear interest at 
a rate equal to 6.80% per annum. 

PLUS Loans.  PLUS Loans made on or after October 1, 1998 but before July 1, 2006 bear interest 
at a rate equivalent to the 91-day T-Bill rate plus 3.10%, with a maximum rate of 9.00%.  The rate is 
adjusted annually on July 1.  PLUS Loans made on or after July 1, 2006 and before July 1, 2010 bear 
interest at a rate equal to 8.50% per annum. 

Consolidation Loans.  Consolidation Loans for which the application was received by an eligible 
lender on or after October 1, 1998 and that was disbursed before July 1, 2010 bear interest at a fixed rate 
equal to the lesser of (a) the weighted average of the interest rates on the loans consolidated, rounded 
upward to the nearest 1/8 of 1.00%; or (b) 8.25%.  For Consolidation Loans disbursed before July 1, 1994, 
the applicable interest rate is fixed at the greater of 9% or the weighted average of the interest rates on the 
loans being consolidated, rounded to the nearest whole percent.  For Consolidation Loans disbursed on or 
after July 1, 1994, based on applications received by the lender before November 13, 1997, the applicable 
interest rate is fixed and is based on the weighted average of the interest rates on the loans being 
consolidated, rounded up to the nearest whole percent.  For Consolidation Loans (which do not include a 
HEAL loan) on which the application was received by the lender between November 13, 1997 and 
September 30, 1998, inclusive, the applicable interest rate is variable based on the bond equivalent rate of 
the 91-day Treasury bills, auctioned at the final auction before the preceding June, plus 3.1% (adjusted 
annually on July 1). 

Servicemembers Civil Relief Act—6.00% Interest Rate Limitation.  As of August 14, 2008, 
FFELP Loans incurred by a servicemember, or by a servicemember and the servicemember’s spouse 
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jointly, before the servicemember enters military service may not bear interest at a rate in excess of 6.00% 
during the period of military service. 

Loan Disbursements 

The Higher Education Act generally required that Stafford Loans and PLUS Loans made to cover 
multiple enrollment periods, such as a semester, trimester, or quarter, be disbursed by eligible lenders in at 
least two separate disbursements.  The Higher Education Act also generally required that the first 
installment of such loans made to a student who was entering the first year of a program of undergraduate 
education and who had not previously obtained a FFEL Program loan (a “First FFEL Student”) must have 
been presented by the institution to the student 30 days after the First FFEL Student begins a course of 
study.  However, certain institutions whose cohort default rate was less than 10% prior to October 1, 2011 
and less than 15% on or after October 1, 2011 for each of the three most recent fiscal years for which data 
was available were permitted to (a) disburse any such loan made in a single installment for any period of 
enrollment that was not more than a semester, trimester, quarter, or four months; and (b) deliver any such 
loan that was to be made to a First FFEL Student prior to the end of the 30-day period after the First FFEL 
Student began his or her course of study at the institution. 

Loan Limits 

A Stafford Loan borrower was permitted to receive a subsidized loan, an unsubsidized loan, or a 
combination of both for an academic period.  Generally, the maximum amount of Stafford Loans, made 
prior to July 1, 2007, for an academic year was not permitted to exceed $2,625 for the first year of 
undergraduate study, $3,500 for the second year of undergraduate study and $5,500 per year for the 
remainder of undergraduate study.  The maximum amount of Stafford Loans, made on or after July 1, 2007, 
for an academic year was not permitted to exceed $3,500 for the first year of undergraduate study and 
$4,500 for the second year of undergraduate study.  The aggregate limit for undergraduate study was 
$23,000 (excluding PLUS Loans).  Dependent undergraduate students were permitted to receive an 
additional unsubsidized Stafford Loan of up to $2,000 per academic year, with an aggregate maximum of 
$31,000.  Independent undergraduate students were permitted to receive an additional Unsubsidized 
Stafford Loan of up to $6,000 per academic year for the first two years and up to $7,000 per academic year 
thereafter, with an aggregate maximum of $57,500.  The maximum amount of subsidized loans for an 
academic year for graduate students was $8,500.  Graduate students were permitted to borrow an additional 
Unsubsidized Stafford Loan of up to $12,000 per academic year.  The Secretary had discretion to raise 
these limits by regulation to accommodate highly specialized or exceptionally expensive courses of study. 

The total amount of all PLUS Loans that (a) parents were permitted to borrow on behalf of each 
dependent student, or (b) graduate or professional students were permitted to borrow for any academic year 
was not permitted to exceed the student’s estimated cost of attendance minus other financial assistance for 
that student as certified by the eligible institution which the student attends. 

Repayment 

General.  Repayment of principal on a Stafford Loan does not commence while a student remains 
a qualified student, but generally begins six months after the date a borrower ceases to pursue at least a 
half-time course of study (the six-month period is the “Grace Period”).  Repayment of interest on an 
Unsubsidized Stafford Loan begins immediately upon disbursement of the loan; however, the lender may 
capitalize the interest until repayment of principal is scheduled to begin.  Except for certain borrowers as 
described below, each loan generally must be scheduled for repayment over a period of not more than 
10 years after the commencement of repayment.  The Higher Education Act currently requires minimum 
annual payments of $600, including principal and interest, unless the borrower and the lender agree to lesser 
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payments.  Regulations of the Secretary require lenders to offer borrowers standard, graduated, 
income-sensitive, or, as of July 1, 2009 for certain eligible borrowers, income-based repayment plans.  Use 
of income-based repayment plans may extend the 10-year maximum term. 

Effective July 1, 2009, a new income-based repayment plan became available to certain FFEL 
Program borrowers and Direct Loan Program borrowers.  To be eligible to participate in the plan, the 
borrower’s annual amount due on loans made to a borrower prior to July 1, 2010 with respect to FFEL 
Program borrowers and prior to July 1, 2014 with respect to Direct Loan Program borrowers (as calculated 
under a standard 10-year repayment plan for such loans) must exceed 15% of the result obtained by 
calculating the amount by which the borrower’s adjusted gross income (and the borrower’s spouse’s 
adjusted gross income, if applicable) exceeds 150% of the poverty line applicable to the borrower’s family 
size.  With respect to any loan made to a new Direct Loan Program borrower on or after July 1, 2014, the 
borrower’s annual amount due on such loans (as calculated under a standard 10-year repayment plan for 
such loans) must exceed 10% of the result obtained by calculating the amount by which the borrower’s 
adjusted gross income (and the borrower’s spouse’s adjusted gross income, if applicable) exceeds 150% of 
the poverty line applicable to the borrower’s family size.  Such a borrower may elect to have his payments 
limited to the monthly amount of the above described result.  Furthermore, the borrower is permitted to 
repay his loans over a term greater than 10 years.  The Secretary will repay any outstanding principal and 
interest on eligible FFEL Program loans and cancel any outstanding principal and interest on eligible Direct 
Loan Program loans for borrowers who participated in the new income-based repayment plan and, for a 
period of time prescribed by the Secretary (but not more than 25 years for a borrower whose loan was made 
prior to July 1, 2010 with respect to FFEL Program loans and prior to July 1, 2014 with respect to Direct 
Loan Program loans and not more than 20 years for a Direct Loan Program borrower whose loan was made 
on or after July 1, 2014), have (a) made certain reduced monthly payments under the income-based 
repayment plan, (b) made certain payments based on a 10-year repayment period when the borrower first 
made the election to participate in the income-based repayment plan, (c) made certain payments based on 
a standard 10-year repayment period, (d) made certain payments under an income-contingent repayment 
plan for certain Direct Loan Program loans, or (e) have been in an economic hardship deferment. 

Borrowers of Subsidized Stafford Loans and of the subsidized portion of Consolidation Loans, and 
borrowers of similar subsidized loans under the Direct Loan Program receive additional benefits under the 
new income-based repayment program: the Secretary will pay any unpaid interest due on the borrower’s 
subsidized loans for up to three years after the borrower first elects to participate in the new income-based 
repayment plan (excluding any periods where the borrower has obtained economic hardship deferment).  
For both subsidized and unsubsidized loans, interest is capitalized when the borrower either ends his 
participation in the income-based repayment program or begins making certain payments under the program 
calculated for those borrowers whose financial hardship has ended. 

PLUS Loans enter repayment on the date the last disbursement is made on the loan.  Interest accrues 
and is due and payable from the date of the first disbursement of the loan.  The first payment is due within 
60 days after the loan is fully disbursed, subject to deferral.  For parent borrowers whose loans were first 
disbursed on or after July 1, 2008, it is possible, upon the request of the parent, to begin repayment on the 
later of (a) six months and one day after the student for whom the loan is borrowed ceases to carry at least 
one-half of the normal full-time academic workload (as determined by the school); and (b) if the parent 
borrower is also a student, six months and one day after the date such parent borrower ceases to carry at 
least one-half such a workload.  Similarly, graduate and professional student borrowers whose loans were 
first disbursed on or after July 1, 2008 may begin repayment six months and one day after such student 
ceases to carry at least one-half the normal full-time academic workload (as determined by the school).  
Repayment plans are the same as in the Subsidized and Unsubsidized Stafford Loan Program for all PLUS 
Loans except those PLUS Loans which are made, insured, or guaranteed on behalf of a dependent student; 
such excepted PLUS Loans are not eligible for the income-based repayment plan which became effective 
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on July 1, 2009.  Furthermore, eligible lenders were permitted to determine for all PLUS Loan borrowers 
(i) whose loans were first disbursed on or after July 1, 2008 that extenuating circumstances existed if 
between January 1, 2007 through December 31, 2009, a PLUS Loan applicant (A) was or had been 
delinquent for 180 days or less on the borrower’s residential mortgage loan payments or on medical bills; 
and (B) did not otherwise have an adverse credit history, as determined by the lender in accordance with 
the regulations promulgated under the Higher Education Act prior to May 7, 2008; and (ii) whose loans 
were first disbursed prior to July 1, 2008 that extenuating circumstances existed if between January 1, 2007 
through December 31, 2009, a PLUS Loan applicant (A) was or had been delinquent for 180 days or less 
on the borrower’s residential mortgage loan or on medical bills, and (B) was not and had not been 
delinquent on the repayment of any other debt for more than 89 days during the period. 

Consolidation Loans enter repayment on the date the loan is disbursed.  The first payment is due 
within 60 days after all holders of the loan have discharged the liabilities of the borrower on the loan 
selected for consolidation.  Consolidation Loans which are not being paid pursuant to income-sensitive 
repayment plans (or, as of July 1, 2009, income-based repayment plans) must generally be repaid during a 
period agreed to by the borrower and lender, subject to maximum repayment periods which vary depending 
upon the principal amount of the borrower’s outstanding student loans (but no longer than 30 years for 
Consolidation Loans made after January 1, 1993).  Consolidation Loans may also be repaid pursuant to the 
new income-based repayment plan which became effective on July 1, 2009.  However, Consolidation Loans 
which have been used to repay a PLUS Loan that has been made, insured, or guaranteed on behalf of a 
dependent student were not eligible for this new income-based repayment plan. 

FFEL Program borrowers who accumulate outstanding FFELP Loans on or after October 7, 1998 
totaling more than $30,000 were permitted to receive an extended repayment plan, with a fixed annual or 
graduated payment amount paid over a longer period of time, not to exceed 25 years.  A borrower may 
accelerate principal payments at any time without penalty.  Once a repayment plan is established, the 
borrower may annually change the selection of the plan. 

Deferment and Forbearance Periods.  No principal repayments need to be made during certain 
periods prescribed by the Higher Education Act (“Deferment Periods”) but interest accrues and must be 
paid.  Generally, Deferment Periods include periods (a) when the borrower has returned to an eligible 
educational institution on a half-time basis or is pursuing studies pursuant to an approved graduate 
fellowship or an approved rehabilitation training program for disabled individuals; (b) not in excess of three 
years while the borrower is seeking and unable to find full-time employment; (c) while the borrower is 
serving on active duty during a war or other military operation or national emergency, is performing 
qualifying National Guard duty during a war or other military operation or national emergency, and for 
180 days following the borrower’s demobilization date for the above described services; (d) during the 
13 months following service if the borrower is a member of the National Guard, a member of a reserve 
component of the military, or a retired member of the military who (i) is called or ordered to active duty, 
and (ii) is or was enrolled within six months prior to the activation at an eligible educational institution; 
(e) if the borrower is in active military duty, or is in reserve status and called to active duty; and (f) not in 
excess of three years for any reason which the lender determines, in accordance with regulations, has caused 
or will cause the borrower economic hardship.  Deferment periods extend the maximum repayment periods.  
Under certain circumstances, a lender may also allow periods of forbearance (“Forbearance”) during which 
the borrower may defer payments because of temporary financial hardship.  The Higher Education Act 
specifies certain periods during which Forbearance is mandatory.  Mandatory Forbearance periods include, 
but are not limited to, periods during which the borrower is (A) participating in a medical or dental 
residency and is not eligible for deferment; (B) serving in a qualified medical or dental internship program 
or certain national service programs; or (C) determined to have a debt burden of certain federal loans equal 
to or exceeding 20% of the borrower’s gross income.  In other circumstances, Forbearance may be granted 
at the lender’s option.  Forbearance also extends the maximum repayment periods. 
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Master Promissory Notes 

Since July 2000, all lenders were required to use a master promissory note (the “MPN”) for new 
Stafford Loans.  Unless otherwise notified by the Secretary, each institution of higher education that 
participated in the FFEL Program was permitted to use a master promissory note for FFELP Loans.  The 
MPN permitted a borrower to obtain future loans without the necessity of executing a new promissory note.  
Borrowers were not, however, required to obtain all of their future loans from their original lender, but if a 
borrower obtains a loan from a lender which does not presently hold an MPN for that borrower, that 
borrower was required to execute a new MPN.  A single borrower may have several MPNs evidencing 
loans to multiple lenders.  If multiple loans have been advanced pursuant to a single MPN, any or all of 
those loans may be individually sold by the holder of the MPN to one or more different secondary market 
purchasers. 

Interest Benefit Payments 

The Secretary is to pay interest on Subsidized Stafford Loans while the borrower is a qualified 
student, during a Grace Period or during certain Deferment Periods.  In addition, Consolidation Loans made 
after August 10, 1993 that repay only Subsidized Stafford Loans are eligible for Interest Benefit Payments.  
Consolidation Loans made on or after November 13, 1997, are eligible for Interest Benefit Payments on 
that portion of the Consolidation Loan that repays subsidized FFELP Loans or similar subsidized loans 
made under the Direct Loan Program are eligible for interest benefit payments.  The Secretary is required 
to make interest benefit payments to the holder of Subsidized Stafford Loans in the amount of interest 
accruing on the unpaid balance thereof prior to the commencement of repayment or during any Deferment 
Period.  The Higher Education Act provides that the holder of an eligible Subsidized Stafford Loan, or the 
eligible portions of Consolidation Loans, shall be deemed to have a contractual right against the United 
States to receive interest benefit payments in accordance with its provisions. 

Special Allowance Payments 

The Higher Education Act provides for Special Allowance Payments to be made by the Secretary 
to eligible lenders.  The rates for Special Allowance Payments are based on formulas that differ according 
to the type of loan, the date the loan was first disbursed, the interest rate and the type of funds used to 
finance such loan (tax-exempt or taxable).  Loans made or purchased with funds obtained by the holder 
from the issuance of tax-exempt obligations issued prior to October 1, 1993 have an effective minimum 
rate of return of 9.50%.  Amounts derived from recoveries of principal on loans made prior to October 1, 
1993 may only be used to originate or acquire additional loans by a unit of a state or local government, or 
nonprofit entity not owned or controlled by or under common ownership of a for-profit entity and held 
directly or through any subsidiary, affiliate or trustee, which entity has a total unpaid balance of principal 
equal to or less than $100,000,000 on loans for which special allowances were paid in the most recent 
quarterly payment prior to September 30, 2005.  Such entities were permitted to originate or acquire 
additional loans with amounts derived from recoveries of principal until December 31, 2010.  The Special 
Allowance Payments payable with respect to student loans acquired or funded with the proceeds of 
tax-exempt obligations issued after September 30, 1993 are equal to those paid to other lenders. 

Public Law 112-74, dated December 23, 2011, amended the Higher Education Act, reflecting 
financial market conditions, to allow FFELP lenders to make an affirmative election to permanently change 
the index for Special Allowance Payment calculations on all FFELP Loans in the lender’s portfolio (with 
certain limited exceptions) disbursed after January 1, 2000 from the Three Month Commercial Paper Rate 
(as hereafter defined) to the One Month LIBOR Rate (as hereafter defined), commencing with the Special 
Allowance Payment calculations for the calendar quarter beginning on April 1, 2012.  Such election to 
permanently change the index for Special Allowance Payment calculations must have been made by 
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April 1, 2012 and must also have waived all contractual, statutory or other legal rights to the Special 
Allowance Payment calculation formula in effect at the time the loans were first disbursed.  The Department 
of Education has not indicated what index it will use to calculate Special Allowance Payments presently 
based upon the One Month LIBOR Rate if the One Month LIBOR Rate is no longer available.  See the 
caption “RISK FACTORS—LIBOR is being discontinued as a floating rate benchmark, and various aspects 
of the discontinuation are uncertain and will affect the financial markets and may also affect the Financed 
Eligible Loans and the Notes” in the body of this Offering Memorandum. 

Subject to the foregoing, the formulas for Special Allowance Payment rates for Subsidized and 
Unsubsidized Stafford Loans are summarized in the following chart.  The term “T-Bill” as used in this table 
and the following table, means the average 91-day treasury bill rate calculated at a “bond equivalent rate” 
in the manner applied by the Secretary as referred to in Section 438 of the Higher Education Act.  The term 
“Three Month Commercial Paper Rate” means the 90-day commercial paper index calculated quarterly and 
based on an average of the daily 90-day commercial paper rates reported in the Federal Reserve’s Statistical 
Release H-15.  The term “One Month LIBOR Rate” means the one-month London Interbank Offered Rate 
for United States dollars in effect for each of the days in such quarter as compiled and released by 
Intercontinental Exchange Group (ICE). 

Date of Loans Annualized SAP Rate 

On or after October 1, 1992 T-Bill Rate less Applicable Interest Rate + 3.10% 
On or after July 1, 1995 T-Bill Rate less Applicable Interest Rate + 3.10%1 
On or after July 1, 1998 T-Bill Rate less Applicable Interest Rate + 2.80%2 
On or after January 1, 2000 (and before October 1, 
2007) 

Three Month Commercial Paper Rate6 less 
Applicable Interest Rate + 2.34%3 

On or after October 1, 2007 and before July 1, 2010 
if an eligible not-for-profit lender (or an eligible 
lender trustee on its behalf) is the holder of the loan 

Three Month Commercial Paper Rate6 less 
Applicable Interest Rate + 1.94%4 

On or after October 1, 2007 and before July 1, 2010 
if an eligible lender other than an eligible 
not-for-profit lender (or an eligible lender trustee 
on its behalf) is the holder of the loan 

Three Month Commercial Paper Rate6 less 
Applicable Interest Rate + 1.79%5 

____________________ 
1 Substitute 2.50% in this formula while such loans are in the in-school or grace period. 
2 Substitute 2.20% in this formula while such loans are in the in-school or grace period. 
3 Substitute 1.74% in this formula while such loans are in the in-school or grace period. 
4 Substitute 1.34% in this formula while such loans are in the in-school or grace period. 
5 Substitute 1.19% in this formula while such loans are in the in-school or grace period. 
6 Substitute “One Month LIBOR Rate” for “Three Month Commercial Paper Rate” in this formula where lenders 
made the affirmative election by no later than April 1, 2012 under Public Law 112-74, dated December 23, 2011, 
to permanently change the index for Special Allowance Payment calculations for all loans in the lender’s portfolio. 
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The formulas for Special Allowance Payment rates for PLUS Loans are as follows: 

Date of Loans Annualized SAP Rate 

On or after October 1, 1992 T-Bill Rate less Applicable Interest Rate + 3.10% 
On or after January 1, 2000 (and before October 1, 
2007) 

Three Month Commercial Paper Rate* less 
Applicable Interest Rate +2.64% 

On or after October 1, 2007 and before July 1, 2010 
if an eligible not-for-profit lender (or an eligible 
lender trustee on its behalf) is the holder of the loan 

Three Month Commercial Paper Rate* less 
Applicable Interest Rate + 1.94% 

On or after October 1, 2007 and before July 1, 2010 
if an eligible lender other than an eligible 
not-for-profit lender (or an eligible lender trustee 
on its behalf) is the holder of the loan 

Three Month Commercial Paper Rate* less 
Applicable Interest Rate + 1.79% 

____________________ 
* Substitute “One Month LIBOR Rate” for “Three Month Commercial Paper Rate” in this formula where lenders 
made the affirmative election by no later than April 1, 2012 under Public Law 112-74, dated December 23, 2011, 
to permanently change the index for Special Allowance Payment calculations for all loans in the lender’s portfolio. 

 

The formulas for Special Allowance Payment rates for Consolidation Loans are as follows: 

Date of Loans Annualized SAP Rate 

On or after October 1, 1992 T-Bill Rate less Applicable Interest Rate + 3.10% 
On or after January 1, 2000 (and before October 1, 
2007) 

Three Month Commercial Paper Rate* less 
Applicable Interest Rate + 2.64% 

On or after October 1, 2007 and before July 1, 2010 
if an eligible not-for-profit lender (or an eligible 
lender trustee on its behalf) is the holder of the loan 

Three Month Commercial Paper Rate* less 
Applicable Interest Rate + 2.24% 

On or after October 1, 2007 and before July 1, 2010 
if an eligible lender other than an eligible 
not-for-profit lender (or an eligible lender trustee 
on its behalf) is the holder of the loan 

Three Month Commercial Paper Rate* less 
Applicable Interest Rate + 2.09% 

____________________ 
* Substitute “One Month LIBOR Rate” for “Three Month Commercial Paper Rate” in this formula where lenders 
made the affirmative election by no later than April 1, 2012 under Public Law 112-74, dated December 23, 2011, 
to permanently change the index for Special Allowance Payment calculations for all loans in the lender’s portfolio. 

 

Special allowance payments are generally payable, with respect to variable rate FFELP Loans to 
which a maximum borrower interest rate applies, only when the maximum borrower interest rate is in effect.  
The Secretary offsets interest benefit payments and Special Allowance Payments by the amount of 
origination fees and lender loan fees described under the caption “—Loan Fees” below. 

The Higher Education Act provides that a holder of a qualifying loan who is entitled to receive 
Special Allowance Payments has a contractual right against the United States to receive those payments 
during the life of the loan.  Receipt of Special Allowance Payments, however, is conditioned on the 
eligibility of the loan for federal insurance or reinsurance benefits.  Such eligibility may be lost due to 
violations of federal regulations or Guaranty Agencies’ requirements. 
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The Higher Education Act provides that for FFELP Loans first disbursed prior to April 1, 2006, 
lenders are entitled to retain interest income in excess of the special allowance support level in instances 
when the loan rate exceeds the special allowance support level.  However, lenders are not allowed to retain 
interest income in excess of the special allowance support level on FFELP Loans disbursed on or after 
April 1, 2006, and are required to rebate any such “excess interest” to the Secretary on a quarterly basis.  
This modification effectively limits lenders’ returns to the special allowance support level and could require 
a lender to rebate excess interest accrued but not yet received. 

Loan Fees 

Insurance Premium.  For loans guaranteed before July 1, 2006, a Guaranty Agency was authorized 
to charge a premium, or guarantee fee, of up to 1.00% of the principal amount of the loan, which may be 
deducted proportionately from each installment of the loan.  Generally, Guaranty Agencies had waived this 
fee since 1999.  For loans guaranteed on or after July 1, 2006 that are first disbursed before July 1, 2010, a 
federal default fee equal to 1.00% of principal was required to be paid into such Guaranty Agency’s Federal 
Student Loan Reserve Fund (hereinafter defined as the “Federal Fund”). 

Origination Fee.  Lenders were authorized to charge borrowers of Subsidized Stafford Loans and 
Unsubsidized Stafford Loans an origination fee in an amount not to exceed: 3.00% of the principal amount 
of the loan for loans disbursed prior to July 1, 2006; 2.00% of the principal amount of the loan for loans 
disbursed on or after July 1, 2006 and before July 1, 2007; 1.50% of the principal amount of the loan for 
loans disbursed on or after July 1, 2007 and before August 1, 2008; 1.00% of the principal amount of the 
loan for loans disbursed on or after August 1, 2008 and before July 1, 2009; and 0.50% of the principal 
amount of the loan for loans disbursed on or after July 1, 2009 and before July 1, 2010.  The Secretary is 
authorized to charge borrowers of Direct Loans 4.00% of the principal amount of the loan for loans 
disbursed prior to February 8, 2006.  A lender was permitted to charge a lesser origination fee to Stafford 
Loan borrowers so long as the lender did so consistently with respect to all borrowers who resided in or 
attended school in a particular state.  For borrowers of Direct Loans other than Federal Direct Consolidation 
Loans and Federal Direct PLUS Loans, the Secretary may charge such borrowers as follows:  3.00% of the 
principal amount of the loan for loans disbursed on or after February 8, 2006 and before July 1, 2007; 2.50% 
of the principal amount of the loan for loans disbursed on or after July 1, 2007 and before August 1, 2008; 
2.00% of the principal amount of the loan for loans disbursed on or after August 1, 2008 and before July 1, 
2009; 1.50% of the principal amount of the loan for loans disbursed on or after July 1, 2009 and before 
July 1, 2010; and 1.00% of the principal amount of the loan for loans disbursed on or after July 1, 2010.  
These fees must be deducted proportionately from each installment payment of the loan proceeds prior to 
payment to the borrower.  The lenders were required to pass the origination fees received under the FFEL 
Program on to the Secretary. 

Lender Loan Fee.  The lender of any FFELP Loan was required to pay to the Secretary an 
additional origination fee equal to 0.50% of the principal amount of the loan for loans first disbursed on or 
after October 1, 1993, but prior to October 1, 2007.  For all loans first disbursed on or after October 1, 2007 
and before July 1, 2010, the lender was required to pay an additional origination fee equal to 1.00% of the 
principal amount of the loan. 

The Secretary collects from the lender or subsequent holder of the loan the maximum origination 
fee authorized (regardless of whether the lender actually charges the borrower) and the lender loan fee, 
either through reductions in interest benefit payments or Special Allowance Payments or directly from the 
lender or holder of the loan. 

Rebate Fee on Consolidation Loans.  The holder of any Consolidation Loan for which the first 
disbursement was made on or after October 1, 1993, is required to pay to the Secretary a Monthly 
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Consolidation Rebate Fees equal to .0875% (1.05% per annum) of the principal amount plus accrued unpaid 
interest on the loan.  However, for Consolidation Loans for which applications were received from 
October 1, 1998 to January 31, 1999, inclusive, the Monthly Consolidation Rebate Fees is approximately 
equal to .0517% (.62% per annum) of the principal amount plus accrued interest on the loan. 

Insurance and Guarantees 

A Guaranty Agency guarantees Federal Family Education Loans made to students or parents of 
students by eligible lenders.  A Guaranty Agency generally purchases defaulted student loans which it has 
guaranteed with its reserve fund (as described under the caption “Guaranty Agency Reserves” below).  A 
Federal Family Education Loan is considered to be in default for purposes of the Higher Education Act 
when the borrower fails to make an installment payment when due, or to comply with other terms of the 
loan, and if the failure persists for 270 days in the case of a loan repayable in monthly installments or for 
330 days in the case of a loan repayable in less frequent installments.  If the loan is guaranteed by a Guaranty 
Agency in accordance with the provisions of the Higher Education Act, the Guaranty Agency is to pay the 
holder a percentage of such amount of the loss subject to a reduction (as described in 20 U.S.C. § 1075(b)) 
within 90 days of notification of such default.  The default claim package submitted to a Guaranty Agency 
must include all information and documentation required under the Federal Family Education Loan 
Program regulations and such Guaranty Agency’s policies and procedures. 

The Higher Education Act gives the Secretary of Education various oversight powers over the 
Guaranty Agencies.  These include requiring a Guaranty Agency to maintain its reserve fund at a certain 
required level and taking various actions relating to a Guaranty Agency if its administrative and financial 
condition jeopardizes its ability to meet its obligations. 

Federal Insurance.  The Higher Education Act provides that, subject to compliance with such Act, 
the full faith and credit of the United States is pledged to the payment of insurance claims and ensures that 
such reimbursements are not subject to reduction.  In addition, the Higher Education Act provides that if a 
Guaranty Agency is unable to meet its insurance obligations, holders of loans may submit insurance claims 
directly to the Secretary until such time as the obligations are transferred to a new Guaranty Agency capable 
of meeting such obligations or until a successor Guaranty Agency assumes such obligations.  Federal 
reimbursement and insurance payments for defaulted loans are paid from the student loan insurance fund 
established under the Higher Education Act.  The Secretary is authorized, to the extent provided in advance 
by appropriations acts, to issue obligations to the Secretary of the Treasury to provide funds to make such 
federal payments. 

Guarantees.  If the loan is guaranteed by a Guaranty Agency in accordance with the provisions of 
the Higher Education Act, the eligible lender is reimbursed by the Guaranty Agency for a statutorily set 
percentage (100% for loans first disbursed prior to October 1, 1993, 98% for loans first disbursed on or 
after October 1, 1993, but  before July 1, 2006, and 97% for loans first disbursed on or after July 1, 2006 
but before July 1, 2010) of the unpaid principal balance of the loan plus accrued unpaid interest on any 
defaulted loan so long as the eligible lender has properly serviced such loan.  Under the Higher Education 
Act, the Secretary enters into a guarantee agreement and a reinsurance agreement (the “Guarantee 
Agreements”) with each Guaranty Agency which provides for federal reimbursement for amounts paid to 
eligible lenders by the Guaranty Agency with respect to defaulted loans. 

Guarantee Agreements.  Pursuant to the Guarantee Agreements, the Secretary is to reimburse a 
Guaranty Agency for the amounts expended in connection with a claim resulting from the death of a 
borrower; bankruptcy of a borrower; total and permanent disability of a borrower (including those 
borrowers who have been determined by the Secretary of Veterans Affairs to be unemployable due to a 
service-connected condition); inability of a borrower to engage in any substantial, gainful activity by reason 
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of any medically determinable physical or mental impairment that can be expected to result in death, has 
lasted continuously for at least 60 months, or can be expected to last continuously for at least 60 months; 
the death of a student whose parent is the borrower of a PLUS Loan; certain claims by borrowers who are 
unable to complete the programs in which they are enrolled due to school closure; borrowers whose 
borrowing eligibility was falsely certified by the eligible institution; or the amount of an unpaid refund due 
from the school to the lender in the event the school fails to make a required refund.  Such claims are not 
included in calculating a Guaranty Agency’s claims rate experience for federal reimbursement purposes.  
Generally, educational loans are non-dischargeable in bankruptcy unless the bankruptcy court determines 
that the debt will impose an undue hardship on the borrower and the borrower’s dependents.  Further, the 
Secretary is to reimburse a Guaranty Agency for any amounts paid to satisfy claims not resulting from 
death, bankruptcy, or disability subject to reduction as described below.  See the caption “—Education 
Loans Generally Not Subject To Discharge in Bankruptcy” below. 

The Secretary may terminate Guarantee Agreements if the Secretary determines that termination is 
necessary to protect the federal financial interest or to ensure the continued availability of loans to student 
or parent borrowers.  Upon termination of such Guarantee Agreements, the Secretary is authorized to 
provide the Guaranty Agency with additional advance funds with such restrictions on the use of such funds 
as is determined appropriate by the Secretary, in order to meet the immediate cash needs of the Guaranty 
Agency, ensure the uninterrupted payment of claims, or ensure that the Guaranty Agency will make loans 
as the lender-of-last-resort. 

If the Secretary has terminated or is seeking to terminate Guarantee Agreements, or has assumed a 
Guaranty Agency’s functions, notwithstanding any other provision of law: (a) no state court may issue an 
order affecting the Secretary’s actions with respect to that Guaranty Agency; (b) any contract entered into 
by the Guaranty Agency with respect to the administration of the Guaranty Agency’s reserve funds or assets 
purchased or acquired with reserve funds shall provide that the contract is terminable by the Secretary upon 
30 days’ notice to the contracting parties if the Secretary determines that such contract includes an 
impermissible transfer of the reserve funds or assets or is inconsistent with the terms or purposes of the 
Higher Education Act; and (c) no provision of state law shall apply to the actions of the Secretary in 
terminating the operations of the Guaranty Agency.  Finally, notwithstanding any other provision of law, 
the Secretary’s liability for any outstanding liabilities of a Guaranty Agency (other than outstanding student 
loan guarantees under the Higher Education Act), the functions of which the Secretary has assumed, shall 
not exceed the fair market value of the reserves of the Guaranty Agency, minus any necessary liquidation 
or other administrative costs. 

Reimbursement.  The amount of a reimbursement payment on defaulted loans made by the 
Secretary to a Guaranty Agency is subject to reduction based upon the annual claims rate of the Guaranty 
Agency calculated to equal the amount of federal reimbursement as a percentage of the original principal 
amount of originated or guaranteed loans in repayment on the last day of the prior fiscal year.  The claims 
experience is not accumulated from year to year, but is determined solely on the basis of claims in any one 
federal fiscal year compared with the original principal amount of loans in repayment at the beginning of 
that year.  The formula for reimbursement amounts is summarized below: 
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Claims Rate 

Guaranty Agency 
Reinsurance Rate for 
Loans Made prior to 

October 1, 1993 

Guaranty Agency 
Reinsurance Rate for 
Loans Made Between 
October 1, 1993 and 
September 30, 1998 

Guaranty Agency 
Reinsurance Rate for 

Loans Made On or After 
October 1, 1998 and 
Prior to July 1, 2010* 

0% up to 5% 100% 98% 95% 
5% up to 9% 100% of claims up to 5%; 

and 90% of claims 5% and 
over 

98% of claims up to 5%; 
and 88% of claims 5% and 
over 

95% of claims up to 5% 
and 85% of claims 5% and 
over 

9% and over 100% of claims up to 5%; 
90% of claims 5% up to 
9%; 80% of claims 9% and 
over 

98% of claims up to 5%; 
88% of claims 5% up to 
9%; 78% of claims 9% and 
over 

95% of claims up to 5%, 
85% of claims 5% up to 
9%; 75% of claims 9% and 
over 

____________________ 
* Student loans made pursuant to the lender-of-last resort program have an amount of reinsurance equal to 100%; 
student loans transferred by an insolvent Guaranty Agency have an amount of reinsurance ranging from 80% to 
100%.  The Consolidated Appropriations Act, 2016, Pub. L. 114-113, signed by the President on December 18, 
2015 changed the applicable reinsurance percentage for guaranty agencies on default claims in the FFEL program 
from 95% to 100% if such guaranty agency’s “trigger rate” is below 5.0%. 

 

The amount of loans guaranteed by a Guaranty Agency which are in repayment for purposes of 
computing reimbursement payments to a Guaranty Agency means the original principal amount of all loans 
guaranteed by a Guaranty Agency less: (a) guarantee payments on such loans, (b) the original principal 
amount of such loans that have been fully repaid, and (c) the original amount of such loans for which the 
first principal installment payment has not become due. 

In addition, the Secretary may withhold reimbursement payments if a Guaranty Agency makes a 
material misrepresentation or fails to comply with the terms of its agreements with the Secretary or 
applicable federal law.  A supplemental guarantee agreement is subject to annual renegotiation and to 
termination for cause by the Secretary. 

Under the Guarantee Agreements, if a payment by the borrower on a FFELP Loan guaranteed by a 
Guaranty Agency is received after reimbursement by the Secretary, the Secretary is entitled to receive an 
equitable share of the borrower’s payment.  The Secretary’s equitable share of the borrower’s payment 
equals the amount remaining after the Guaranty Agency has deducted from such payment: (a) the 
percentage amount equal to the complement of the reinsurance percentage in effect when payment under 
the Guarantee Agreement was made with respect to the loan; and (b) as of October 1, 2007, 16% of the 
borrower’s payments (to be used for the Guaranty Agency’s Operating Fund (hereinafter defined)).  The 
percentage deduction for use of the borrower’s payments for the Guaranty Agency’s Operating Fund varied 
prior to October 1, 2007; from October 1, 2003 through and including September 30, 2007, the percentage 
in effect was 23% and prior to October 1, 2003, the percentage in effect was 24%.  The Higher Education 
Act further provides that on or after October 1, 2006, a Guaranty Agency may not charge a borrower 
collection costs in an amount in excess of 18.50% of the outstanding principal and interest of a defaulted 
loan that is paid off through consolidation by the borrower; provided that the Guaranty Agency must remit 
to the Secretary a portion of the collection charge equal to 8.50% of the outstanding principal and interest 
of the defaulted loan.  In addition, on or after October 1, 2009, a Guaranty Agency must remit to the 
Secretary any collection fees on defaulted loans paid off with consolidation proceeds by the borrower which 
are in excess of 45% of the Guaranty Agency’s total collections on defaulted loans in any one federal fiscal 
year. 
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Lender Agreements.  Pursuant to most typical agreements for guarantee between a Guaranty 
Agency and the originator of the loan, any eligible holder of a loan insured by such a Guaranty Agency is 
entitled to reimbursement from such Guaranty Agency, subject to certain limitations, of any proven loss 
incurred by the holder of the loan resulting from default, death, permanent and total disability, certain 
medically determinable physical or mental impairment, or bankruptcy of the student borrower at the rate of 
100% for loans first disbursed prior to October 1, 1993, 98% for loans first disbursed on or after October 1, 
1993, but  before July 1, 2006, and 97% for loans in default made on or after July 1, 2006 but prior to July 1, 
2010.  Certain holders of loans may receive higher reimbursements from Guaranty Agencies.  For example, 
lenders of last resort may receive reimbursement at a rate of 100% from Guaranty Agencies. 

Guaranty Agencies generally deem default to mean a student borrower’s failure to make an 
installment payment when due or to comply with other terms of a note or agreement under circumstances 
in which the holder of the loan may reasonably conclude that the student borrower no longer intends to 
honor the repayment obligation and for which the failure persists for 270 days in the case of a loan payable 
in monthly installments or for 330 days in the case of a loan payable in less frequent installments.  When a 
loan becomes at least 60 days past due, the holder is required to request default aversion assistance from 
the applicable Guaranty Agency in order to attempt to cure the delinquency.  When a loan becomes 240 days 
past due, the holder is required to make a final demand for payment of the loan by the borrower.  The holder 
is required to continue collection efforts until the loan is 270 days past due.  At the time of payment of 
insurance benefits, the holder must assign to the applicable Guaranty Agency all right accruing to the holder 
under the note evidencing the loan.  The Higher Education Act prohibits a Guaranty Agency from filing a 
claim for reimbursement with respect to losses prior to 270 days after the loan becomes delinquent with 
respect to any installment thereon. 

Any holder of a loan is required to exercise due care and diligence in the servicing of the loan and 
to utilize practices which are at least as extensive and forceful as those utilized by financial institutions in 
the collection of other consumer loans.  If a Guaranty Agency has probable cause to believe that the holder 
has made misrepresentations or failed to comply with the terms of its agreement for guarantee, the Guaranty 
Agency may take reasonable action including withholding payments or requiring reimbursement of funds.  
The Guaranty Agency may also terminate the agreement for cause upon notice and hearing. 

Rehabilitation of Defaulted Loans.  Under the Higher Education Act, the Secretary of Education 
is authorized to enter into an agreement with each Guaranty Agency pursuant to which a Guaranty Agency 
sells defaulted student loans that are eligible for rehabilitation to an eligible lender.  For a defaulted student 
loan to be rehabilitated, the borrower must request rehabilitation and the applicable Guaranty Agency must 
receive an on-time, voluntary, full payment each month for 12 consecutive months.  However, effective 
July 1, 2006, for a student loan to be eligible for rehabilitation, the applicable Guaranty Agency must 
receive nine payments made within 20 days of the due date during 10 consecutive months.  Upon 
rehabilitation, a student loan is eligible for all the benefits under the Higher Education Act for which it 
would have been eligible had no default occurred. 

A Guaranty Agency repays the Secretary an amount equal to 100% of the amount of the principal 
balance outstanding at the time of the sale of such student loan, multiplied by the reinsurance percentage in 
effect when payment under the guaranty agreement was made with respect to the student loan, and may 
charge to the borrower an amount not to exceed 16% of the outstanding principal and interest at the time of 
the loan sale.  The amount of such repayment is deducted from the amount of federal reimbursement 
payments for the fiscal year in which such repayment occurs, for purposes of determining the 
reimbursement rate for that fiscal year. 

Loans Subject To Repurchase.  The Higher Education Act requires a lender to repurchase student 
loans from a Guaranty Agency, under certain circumstances, after a Guaranty Agency has paid for the 
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student loan through the claim process.  A lender is required to repurchase: (a) a student loan found to be 
legally unenforceable against the borrower; (b) a student loan for which a bankruptcy claim has been paid 
if the borrower’s bankruptcy is subsequently dismissed by the court or, as a result of the bankruptcy hearing, 
the student loan is considered non-dischargeable and the borrower remains responsible for repayment of 
the student loan; (c) a student loan which is subsequently determined not to be in default; or (d) a student 
loan for which a Guaranty Agency inadvertently paid the claim. 

Guaranty Agency Reserves 

Each Guaranty Agency is required to establish a Federal Fund which, together with any earnings 
thereon, is deemed to be property of the United States.  Each Guaranty Agency is required to deposit into 
the Federal Fund any reserve funds plus reinsurance payments received from the Secretary, a certain 
percentage of default collections equal to the complement of the reinsurance percentage in effect when 
payment under the Guarantee Agreement was made, insurance premiums, 70% of payments received after 
October 7, 1998 from the Secretary for administrative cost allowances for loans insured prior to that date, 
and other receipts as specified in regulations.  A Guaranty Agency is authorized to transfer up to 180 days’ 
cash expenses for normal operating expenses (other than claim payments) from the Federal Fund to the 
Operating Fund at any time during the first three years after establishment of the fund.  The Federal Fund 
may be used to pay lender claims and to pay default aversion fees into the Operating Fund.  A Guaranty 
Agency is also required to establish an operating fund (the “Operating Fund”), which, except for funds 
transferred from the Federal Fund to meet operating expenses during the first three years after fund 
establishment, is the property of the Guaranty Agency.  A Guaranty Agency was permitted to deposit into 
the Operating Fund loan processing and issuance fees equal to 0.40% of the total principal amount of loans 
insured during the fiscal year for loans originated on or after October 1, 2003 and first disbursed before 
July 1, 2010, 30% of payments received after October 7, 1998 for the administrative cost allowances for 
loans insured prior to that date, the account maintenance fee paid by the Secretary for Direct Loan Program 
loans in the amount of 0.06% of the original principal amount of the outstanding loans insured, any default 
aversion fee that is paid, the Guaranty Agency’s 16% retention on collections of defaulted loans and other 
receipts as specified in the regulations.  An Operating Fund must be used for application processing, loan 
disbursement, enrollment and repayment status management, default aversion, collection activities, school 
and lender training, financial aid awareness and related outreach activities, compliance monitoring, and 
other student financial aid related activities.  For Subsidized and Unsubsidized Stafford Loans guaranteed 
on or after July 1, 2006 and first disbursed before July 1, 2010, Guaranty Agencies were required to collect 
and deposit a federal default fee to the Federal Fund equal to 1.00% of the principal amount of the loan. 

The Higher Education Act provides for a recall of reserves from each Federal Fund in certain years, 
but also provides for certain minimum reserve levels which are protected from recall.  The Secretary is 
authorized to enter into voluntary, flexible agreements with Guaranty Agencies under which various 
statutory and regulatory provisions can be waived; provided, however, the Secretary is not authorized to 
waive, among other items, any deposit of default aversion fees by Guaranty Agencies.  In addition, under 
the Higher Education Act, the Secretary is prohibited from requiring the return of all of a Guaranty 
Agency’s reserve funds unless the Secretary determines that the return of these funds is in the best interest 
of the operation of the FFEL Program, or to ensure the proper maintenance of such Guaranty Agency’s 
funds or assets or the orderly termination of the Guaranty Agency’s operations and the liquidation of its 
assets.  The Higher Education Act also authorizes the Secretary to direct a Guaranty Agency to: (a) return 
to the Secretary all or a portion of its reserve fund which the Secretary determines is not needed to pay for 
the Guaranty Agency’s program fees and contingent liabilities; and (b) cease any activities involving the 
expenditure, use or transfer of the Guaranty Agency’s reserve funds or assets which the Secretary 
determines is a misapplication, misuse or improper expenditure. 
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Lender-of-Last-Resort Program 

The FFEL Program allowed Guaranty Agencies and certain eligible lenders to act as 
lenders-of-last-resort before July 1, 2010.  A lender-of-last-resort was authorized to receive advances from 
the Secretary in order to ensure that adequate loan capital exists in order to make loans to students before 
July 1, 2010.  Students and parents of students who were otherwise unable to obtain FFELP Loans (other 
than Consolidation Loans) were permitted to apply to receive loans from the state’s lenders-of-last-resort 
before July 1, 2010. 

Education Loans Generally Not Subject To 
Discharge in Bankruptcy 

Under the U.S. Bankruptcy Code, educational loans are not generally dischargeable.  Title 11 of 
the United States Code at Section 523(a)(8)(A)(i)-(ii) provides that a discharge under Section 727, 1141, 
1228(a), 1228(b), or 1328(b) of Title 11 of the United States Code does not discharge an individual debtor 
from any debt for an education benefit overpayment or loan made, insured, or guaranteed by a governmental 
unit or made under any program funded in whole or in part by a governmental unit or nonprofit institution, 
or for an obligation to repay funds received as an educational benefit, scholarship or stipend unless 
excepting such debt from discharge under this section will impose an undue hardship on the debtor and the 
debtor’s dependents. 
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APPENDIX B 
 

WEIGHTED AVERAGE LIVES, EXPECTED MATURITIES AND 
PERCENTAGES OF ORIGINAL PRINCIPAL REMAINING AT CERTAIN 

MONTHLY DISTRIBUTION DATES FOR THE NOTES 

Prepayments on pools of student loans can be calculated using a variety of models.  Two models 
are used to calculate prepayments in this Offering Memorandum:  a constant prepayment rate (“CPR”) 
model, and a pricing prepayment curve (“PPC”) model. 

The CPR model is based on prepayments assumed to occur at a flat, constant prepayment rate.  CPR 
is stated as an annualized rate and is calculated as the percentage of the loan amount outstanding at the 
beginning of a period (including accrued interest to be capitalized), after applying scheduled payments, that 
is prepaid during that period.  The CPR model assumes that student loans will prepay in each month 
according to the following formula: 

Monthly Prepayments = (Principal Balance after scheduled payments) x (1-(1-CPR) 1/12) 

Accordingly, monthly prepayments, assuming a $1,000 balance after scheduled payments would 
be as follows for various levels of CPR: 

 0% CPR 2% CPR 4% CPR 6% CPR 8% CPR 

Monthly Prepayment $0.00 $1.68 $3.40 $5.14 $6.92 
 

The PPC model is based on a combination of prepayment rates.  In the PPC model, prepayments 
are calculated as in the CPR model.  For purposes of this Offering Memorandum, 100% PPC implies (a) 4% 
CPR for consolidation loans, (b) 6% CPR for non-consolidation loans, and (c) 8% CPR for rehabilitation 
loans.  A rate of “x% PPC” implies the indicated multiple of each such CPR rate for each such loan type. 

Neither the CPR model nor the PPC model purports to describe historical prepayment experience 
or to predict the prepayment rate of any actual student loan pool.  The Financed Eligible Loans will not 
prepay according to such models, nor will all of the Eligible Loans prepay at the same rate.  Noteholders 
must make an independent decision regarding the appropriate principal prepayment scenarios to use in 
making any investment decision. 

Cash Flow Assumptions for Structuring Runs 

The tables below have been prepared based on the assumptions described below (including the 
assumptions regarding the characteristics and performance of the rep lines, which will differ from the 
characteristics and performance of the actual pool of Financed Eligible Loans) and should be read in 
conjunction therewith.  In addition, the diverse characteristics, remaining terms and loan ages of the 
Financed Eligible Loans could produce slower or faster principal payments than implied by the information 
in these tables, even if the dispersion of weighted average characteristics, remaining terms and loan ages 
are the same as the characteristics, remaining terms and loan ages assumed.  Different assumptions will 
have a material impact on the information presented in this Appendix, and investors should make an 
independent assessment of the assumptions used herein. 
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For the purposes of calculating the information presented in the tables in this Appendix, it is 
assumed, among other things, that: 

(a) the statistical cutoff date for modeling the Financed Eligible Loans is July 31, 
2021; 

(b) the Date of Issuance is September 29, 2021; 

(c) at issuance, the Financed Eligible Loans have an initial principal balance plus 
accrued interest expected to be capitalized of $646,510,214; 

(d) all Financed Eligible Loans (as grouped in the “rep lines” described below) 
immediately move to repayment status and immediately capitalize accrued interest expected to be 
capitalized; 

(e) the Collection Period with respect to a Monthly Distribution Date will be the 
calendar month preceding such Monthly Distribution Date, with the first period being from the 
Date of Issuance to October 31, 2021; 

(f) none of the Financed Eligible Loans move into deferment or forbearance status; 

(g) there are government payment delays of 60 days for Interest Subsidy Payments 
and Special Allowance Payments; 

(h) no delinquencies or defaults occur on any of the Financed Eligible Loans, no 
repurchases occur, and all borrower payments are collected in full; 

(i) there are no minimum monthly payments from the borrowers; 

(j) index levels for calculation of borrower and government payments and interest 
rates on the Notes are: 

(i) 91-day Treasury bill bond equivalent rate of 0.07%; 

(ii) One-Month LIBOR rate of 0.09%; 

(k) monthly distributions begin on November 25, 2021, and are made monthly on the 
twenty-fifth day of every month thereafter, whether or not the twenty-fifth is a Business Day; 

(l) the initial par amount of the Class A-1B Notes and the interest rate for the Class A-
1B Notes at all times will equal:  $636,650,000 and 0.67% and the initial par amount of the Class 
B Notes and the interest rate for the Class B Notes at all times will equal $12,350,000 and 1.29%; 

(m) interest accrues on the Notes on an actual/360-day count basis (the initial Interest 
Accrual Period for the Notes begins on the Date of Issuance and ends on November 25, 2021); 

(n) the Administration Fees to be paid monthly are equal to 1/12 of 0.10% per annum 
on the outstanding principal balance of the Financed Eligible Loans and assumed to begin 
November 25, 2021; 

(o) the Standard Servicing Fees to be paid monthly beginning on November 25, 2021 
are equal to $2.80 per borrower per month, inflated by 3.7% per year beginning November 2022; 
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(p) the Trustee Fees to be paid quarterly are equal to 0.0125% per annum on the 
outstanding principal balance of the Financed Eligible Loans and assumed to begin December 25, 
2021; 

(q) Rating Agency Fees to be paid annually beginning November 25, 2022 are equal 
to $26,500 per annum initially, of which $18,000 is not inflated and $8,500 is inflated by 2% 
annually beginning December 2023; 

(r) Extraordinary Expenses to be paid annually beginning December 2021 are equal 
to $1,000 per annum; 

(s) a Monthly Consolidation Rebate Fee equal to 1.05% per annum of the outstanding 
principal balance of the Financed Eligible Loans that are Consolidation loans is paid monthly by 
the Issuer to the Department of Education and no payment delays are assumed; 

(t) the Reserve Fund has a balance equal to $21,950,000 on the Date of Issuance.  The 
Reserve Fund is to be maintained at an amount equal to $21,950,000 to but not including the 
November 2022 Monthly Distribution Date.  The Reserve Fund is to be maintained at an amount 
equal to: $11,000,000 to but not including the November 2023 Monthly Distribution Date; 
$5,000,000 from the November 2023 Monthly Distribution Date to but not including the November 
2024 Monthly Distribution Date; $3,600,000 from the November 2024 Monthly Distribution Date 
to but not including the November 2027 Monthly Distribution Date; $2,400,000 from the 
November 2027 Monthly Distribution Date to but not including the November 2032 Distribution 
Date; and $1,000,000 from the November 2032 Distribution Date until payment in full of the Notes; 

(u) amounts on deposit in any of the Funds or Accounts are not assumed to be 
reinvested; 

(v) receipts received on the first of any month are assumed to be available for 
distribution on the immediately succeeding distribution date; 

(w) prepayments on the Financed Eligible Loans are applied monthly in accordance 
with CPR or PPC, as described above; 

(x) all existing borrower benefits are applied on the Date of Issuance and no additional 
interest rate reductions or other borrower benefits are applied; 

(y) ACH borrower benefits are applied as a constant yield reduction of 0.13%, based 
upon the utilization of borrower benefits as of the Statistical Cut-Off Date; 

(z) interest rate reduction borrower benefits are applied as a constant yield reduction 
of 0.23% after 32 months in repayment, based upon the utilization of borrower benefits as of the 
Statistical Cut-Off Date; 

(aa) optional redemption from a sale of Financed Eligible Loans occurs when the 
outstanding Pool Balance is 10% or less of the initial Pool Balance; 

(bb) the Issuer makes no other purchases or originations of Eligible Loans under the 
Indenture; 
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(cc) the initial pool of Financed Eligible Loans was grouped into 255 representative 
loans (“rep lines”), which have been created, for modeling purposes, from individual Financed 
Eligible Loans based on combinations of similar individual Financed Eligible Loans characteristics, 
which include, but are not limited to, interest rate, loan type, SAP index, repayment status and 
remaining term. 

The tables below have been prepared based on the assumptions described above (including the 
assumptions regarding the characteristics and performance of the rep lines, which will differ from the 
characteristics and performance of the actual pool of Financed Eligible Loans) and should be read in 
conjunction therewith.  In addition, the diverse characteristics, remaining terms and loan ages of the 
Financed Eligible Loans could produce slower or faster principal payments than implied by the information 
in these tables, even if the dispersions of weighted average characteristics, remaining terms and loan ages 
are the same as the characteristics, remaining terms and loan ages assumed. 

Weighted Average Lives and Expected Maturity Dates 
of the Class A-1B Notes at Various Percentages of the PPC Model1 

 Weighted Average Life (Years) 2 
      
 0% PPC 50% PPC 100% PPC 150% PPC 200% PPC 

Class A-1B Notes 6.98 6.27 5.65 5.12 4.65 

 

 Expected Maturity Date 
      
 0% PPC 50% PPC 100% PPC 150% PPC 200% PPC 

Class A-1B Notes 
 

August 2037 May 2036 March 2035 February 2034 March 2033 

____________________ 
1 Assuming for purposes of this table that, among other things, the optional redemption occurs on the Monthly Distribution Date immediately 
following the date on which the Pool Balance is less than or equal to 10% of the initial Pool Balance. 
2 The weighted average life of the Class A-1B Notes (assuming a 360-day year consisting of twelve 30-day months) is determined by:  
(a) multiplying the amount of each principal payment on the Class A-1B Notes by the number of years from the Date of Issuance to the related 
Monthly Distribution Date, (b) adding the results, and (c) dividing that sum by the aggregate principal amount of the Class A-1B Notes as of 
the Date of Issuance. 
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Weighted Average Lives and Expected Maturity Dates 
of the Class B Notes at Various Percentages of the PPC Model1 

 Weighted Average Life (Years) 2 
      
 0% PPC 50% PPC 100% PPC 150% PPC 200% PPC 

Class B Notes 15.91 14.66 13.49 12.41 11.49 

 
 Expected Maturity Date 
      
 0% PPC 50% PPC 100% PPC 150% PPC 200% PPC 

Class B Notes August 2037 May 2036 March 2035 February 2034 March 2033 
____________________ 
1 Assuming for purposes of this table that, among other things, the optional redemption occurs on the monthly distribution date immediately 
following the date on which the Pool Balance is less than or equal to 10% of the initial Pool Balance. 
2 The weighted average life of the Class B Notes (assuming a 360-day year consisting of twelve 30-day months) is determined by:  (a) multiplying 
the amount of each principal payment on the Class B Notes by the number of years from the Date of Issuance to the related Monthly Distribution 
Date, (b) adding the results, and (c) dividing that sum by the aggregate principal amount of the Class B Notes as of the Date of Issuance. 

 

Percentages of Original Principal Amount of the Class A-1B Notes Remaining at Certain Monthly 
Distribution Dates at Various Percentages of the PPC* 

Dates 0% PPC 50% PPC 100% PPC 150% PPC 200% PPC 
Date of Issuance 100% 100% 100% 100% 100% 
November 25, 2022 90 88 86 83 81 
November 25, 2023 82 78 75 71 68 
November 25, 2024 74 70 65 61 57 
November 25, 2025 67 62 56 52 47 
November 25, 2026 61 55 49 44 39 
November 25, 2027 54 48 42 37 32 
November 25, 2028 46 40 34 29 25 
November 25, 2029 39 33 28 23 19 
November 25, 2030 33 27 22 18 14 
November 25, 2031 27 21 17 13 10 
November 25, 2032 21 16 12 9 6 
November 25, 2033 15 11 8 5 0 
November 25, 2034 10 7 4 0 0 
November 25, 2035 7 4 0 0 0 
November 25, 2036 3 0 0 0 0 
November 25, 2037 0 0 0 0 0 
      
____________________ 
*Assuming for purposes of this table that, among other things, the optional redemption does occur. 
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Percentages of Original Principal Amount of the Class B Notes Remaining at Certain Monthly 
Distribution Dates at Various Percentages of the PPC* 

Dates 0% PPC 50% PPC 100% PPC 150% PPC 200% PPC 
Date of Issuance 100% 100% 100% 100% 100% 
November 25, 2022 100 100 100 100 100 
November 25, 2023 100 100 100 100 100 
November 25, 2024 100 100 100 100 100 
November 25, 2025 100 100 100 100 100 
November 25, 2026 100 100 100 100 100 
November 25, 2027 100 100 100 100 100 
November 25, 2028 100 100 100 100 100 
November 25, 2029 100 100 100 100 100 
November 25, 2030 100 100 100 100 100 
November 25, 2031 100 100 100 100 100 
November 25, 2032 100 100 100 100 100 
November 25, 2033 100 100 100 100 0 
November 25, 2034 100 100 100 0 0 
November 25, 2035 100 100 0 0 0 
November 25, 2036 100 0 0 0 0 
November 25, 2037 0 0 0 0 0 
      
____________________ 
*Assuming for purposes of this table that, among other things, the optional redemption does occur. 
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