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Rating Action: Moody's confirms ALG Student Loan Trust II subordinate notes ratings

Global Credit Research - 07 May 2010

Approximately $88 million of Asset-Backed Securities affected.

New York, May 07, 2010 -- Moody's has concluded its review and confirmed the ratings of two subordinate tranches from ALG
Student Loan Trust II (2007 Indenture) sponsored by PCG Academic Loan Group, Inc (formerly Academic Loan Group, Inc).
The underlying collateral consists of loans originated under the Federal Family Education Loan Program (FFELP), i.e.
government guaranteed student loans. The review action was prompted by Moody's revised basis risk methodology, entitled
"Methodology Update on Basis Risk in FFELP Student Loan-Backed Securitizations," where we assume a higher spread
(compared to our prior assumptions) between LIBOR and CP, as well as more frequent and severe spread spikes.

When the subordinate notes were placed on review on December 19, 2008, the total parity (the ratio of total assets to total
liabilities) of the transaction was 96.40% and the trust was generating approximately 50 bps (basis points) of excess spread
per annum. 71% of the trust's liabilities were LIBOR notes and the remaining notes were taxable auction rate securities (ARS).
Over the review period, the total parity of the transaction has increased to 98.97% as of March 2010, and expected excess
spread per annum has increased to approximately 77 bps, driven primarily by the sponsor's successful execution of a multistep
restructuring plan for this trust.

Moody's has confirmed the ratings based on the fact that the benefit of the restructuring outweighs the more stressful
assumptions from the revised basis risk methodology.

In October 2009, the sponsor used cash available among the trusts assets to purchase $20 million in subordinate ARS at
discounted secondary market prices, and subsequently cancelled the notes. That process reduced the face amount of the
liabilities by more than the face amount of the assets, improving the collateralization of the trust. As a result of this redemption,
the trust experienced a 1.1% increase in total parity from 96.75% as of September 30, 2009 to 97.82% as of October 31, 2009.
To further restructure the trust, in February 2010 ALG Trust II sold $42 million in loans to ALG Trust I, a trust with a higher
collateralization, at a 2% premium over face amount and used the proceeds from the loan sale to purchase and subsequently
cancelled $50 million in senior ARS at discounted secondary market prices. Parity increased to 98.90% as a result of this
additional redemption in February 2010.

Finally, the sponsor was able to reduce the fees paid by the trust by replacing certain parties to the transaction. The
administration, back-up administration, and broker dealer fees were all lowered. The new contracts were negotiated in the first
and fourth quarter of 2009. The new administrator, back-up administrator, and broker dealer for this transaction are PCG
Academic Loan Group Inc., ACS Asset Management Inc., and Kildare Capital, respectively. The increase in the excess spread
from about 50 bps before the restructuring to about 77 bps expected after the restructuring was driven by the combination of
the reduced fees, the lower cost of funds (as the ARS that were redeemed carry a higher coupon than the other outstanding
notes), and the higher parity. The latter contributes to excess spread as it increases the balance of the yield-generating loans
relative to that of the coupon-paying liabilities.

The performance expectations that are included in this press-release -- projected excess spread per annum - indicate Moody's
forward-looking view of the likely performance over the medium term. From time to time, Moody's may, if warranted, change
these expectations. Performance that significantly deviates from these estimates may indicate that the collateral's credit quality is
stronger or weaker than Moody's had anticipated when the related securities ratings were issued. Even so, a deviation from the
expected levels will not necessarily result in a rating action nor does performance within expectations preclude such actions.
The decision to take (or not take) a rating action is dependent on an assessment of a range of factors including, but not
exclusively, the performance metrics. The primary source of assumption uncertainty in FFELP securitizations is basis risk, which is
in turn a function of the general level of interest rates as well as the spreads between those rates.

PRINCIPAL METHODOLOGY

In rating securitizations backed by student loans originated under FFELP, Moody's assesses both the liquidity and credit risk of
the transaction. The drivers that affect the performance of a transaction include defaults, servicer guarantee rejection rates,
voluntary prepayments, basis risk, borrower benefit utilization, and the number of borrowers in non-repayment status, such as
deferment and forbearance. As part of our analysis to understand the risk of the underlying collateral, we examine historical
FFELP static pool performance data. To the extent that performance data is available from a specific issuer, that information is
used to arrive at our cash flow assumptions for that particular issuer. If an issuer's data are either limited or unavailable, our
assumptions are based on FFELP performance data received from other participants. Although FFELP loans are a
standardized asset, we will assume additional volatility
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in certain assumptions for those issuers that have limited or no data. In addition, historical interest rates and spreads are
analyzed to evaluate the basis risk between the interest rate to which the bonds are indexed and the interest rate to which the
FFELP loans are indexed. This historical data is used to derive an expected, or most likely, outcome for each variable. These
expected defaults, prepayments, interest rates, and other assumptions are then stressed in accordance with the rating
categories requested by the issuer. Factors that influence the stress levels include the availability of relevant issuer-specific
performance data, the seasoning of the loans, collateral concentrations (school types, loan programs), the financial strength
and stability of the servicer, and the general economic environment. These stressed assumptions are then incorporated into a
cash flow model that takes into account the FFELP loan characteristics as well as structural (e.g., starting parity, cash flow
waterfall, bond trenching, etc.) and pricing features of the transaction. The cash flow model outputs are analyzed to determine
whether the transaction as structured by the issuer has sufficient credit protection to pay off the bonds by their legal final
maturity dates. In certain circumstances where cash flow runs are not available, we rely on model results from similar
transactions. We also analyze the liquidity risk of the transaction given that borrowers can be in non-repayment status while in
school, grace, deferment or forbearance status, and the transaction can experience delays in default reimbursement and other
payments. Basis risk is the primary credit risk in FFELP student loan ABS. Moody's Aaa stressed basis risk assumption
between LIBOR and the CP Rate is 25 basis points with certain periods in which the spread increases to 150 basis points.
This is based on an analysis of historical spreads between the two indices. For additional information, please see
"Methodology Update on Basis Risk in FFELP Student Loan-Backed Securitization," on moodys.com.

Other methodologies and factors that may have been considered in the process of rating these transactions can also be found
in the Rating Methodologies sub-directory on Moody's website. In addition, Moody's publishes a weekly summary of structured
finance credit ratings and methodologies, available to all registered users of our website, at www.moodys.com/SFQuickCheck.

RATING ACTIONS

The complete rating actions are follows:

Issuer: ALG Student Loan Trust ll (2007 Indenture)

Expected Excess Spread Per Annum: 0.77%

2007-1 B-1, Confirmed at A2, previously on December 19, 2008 Placed Under Review for Possible Downgrade

2007-1 B-2, Confirmed at A2, previously on December 19, 2008 Placed Under Review for Possible Downgrade
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"MOODY'S"). All rights reserved.

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE RELATIVE FUTURE
CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MIS DEFINES CREDIT RISK AS
THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK,
INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE NOT
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STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE INVESTMENT OR FINANCIAL
ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES.
CREDIT RATINGS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS
ISSUES ITS CREDIT RATINGS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN
STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND
NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED,
TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH
PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT
MOODY'S PRIOR WRITTEN CONSENT. All information contained herein is obtained by MOODY'S from sources believed by it to be
accurate and reliable. Because of the possibility of human or mechanical error as well as other factors, however, all information contained
herein is provided "AS IS" without warranty of any kind. Under no circumstances shall MOODY'S have any liability to any person or entity for
(a) any loss or damage in whole or in part caused by, resulting from, or relating to, any error (negligent or otherwise) or other
circumstance or contingency within or outside the control of MOODY'S or any of its directors, officers, employees or agents in connection
with the procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such information, or
(b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits),
even if MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such
information. The ratings, financial reporting analysis, projections, and other observations, if any, constituting part of the information
contained herein are, and must be construed solely as, statements of opinion and not statements of fact or recommendations to purchase,
sell or hold any securities. Each user of the information contained herein must make its own study and evaluation of each security it may
consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS,
COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER
OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of MOODY'S Corporation ("MCO"), hereby discloses that most issuers of debt
securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MIS have,
prior to assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it fees ranging from $1,500 to
approximately $2,500,000. MCO and MIS also maintain policies and procedures to address the independence of MIS's ratings and rating
processes. Information regarding certain affiliations that may exist between directors of MCO and rated entities, and between entities who
hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading "Shareholder Relations - Corporate Governance - Director and Shareholder Affiliation Policy."

Any publication into Australia of this Document is by MOODY'S affiliate MOODY'S Investors Service Pty Limited ABN 61 003 399 657,
which holds Australian Financial Services License no. 336969. This document is intended to be provided only to wholesale clients (within
the meaning of section 761G of the Corporations Act 2001). By continuing to access this Document from within Australia, you represent to
MOODY'S and its affiliates that you are, or are accessing the Document as a representative of, a wholesale client and that neither you nor
the entity you represent will directly or indirectly disseminate this Document or its contents to retail clients (within the meaning of section
761G of the Corporations Act 2001).


