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OVERVI EW

* W raised our ratings on nine classes of notes fromthree NorthStar
Educati on Finance Inc. transactions to 'AAA (sf)' from'AA+ (sf)'.

e At the sane tine, we affirnmed our 'AA+ (sf)' ratings on five classes of
notes fromthe sanme transactions.

e The rating actions follow the publication of our criteria for analyzing
transacti ons subject to paynent priority changes upon a nonnonetary event
of default.

NEW YORK (Standard & Poor's) Aug. 27, 2015--Standard & Poor's Ratings Services
raised its ratings on six classes of senior LIBOR notes and three cl ass of
senior reset-rate notes from student | oan asset-backed securities (ABS)
transacti ons issued between 2004 and 2007 by NorthStar Education Finance Inc.
At the sanme tinme, we affirned the ratings on five classes of senior
auction-rate notes fromthe sane transactions (see list).

These transactions were issued froma master indenture that was anended and
restated in Cctober 2005 (NorthStar FFELP nmaster trust). The naster trust is
col lateralized by student |oans originated through the U S. governnent
Department of Education's (ED s) Federal Family Education Loan Program

( FFELP) .

Today's rating actions follow the publication of our criteria for analyzing
transacti ons subject to paynent priority changes upon a nonnonetary event of
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default (EOD; see "Methodol ogy: Criteria For dobal Structured Finance
Transactions Subject To A Change In Paynment Priorities Or Sale O Collatera
Upon A Nonnonetary EOD," published March 2, 2015).

In determning the Iikelihood of a paynment priority change upon a nonnonetary
EOD, we consider factors such as applicable renedies, cure periods, and

i nvestor voting provisions, according to our criteria. In addition, the
criteria consider the creditworthiness, operational capabilities, track
records, and incentives of the transaction parties that are obligated to

m nimze the Iikelihood of a nonmonetary EOD or remedy an event that could

| ead to a nonnonetary EQOD

The rating actions also reflect our views regarding future collatera
performance, as well as the current credit enhancenent available to support
the notes, including overcollateralization (parity), the trust-specific
reserve accounts, and excess spread. Qur anal ysis al so incorporated secondary
credit factors, such as credit stability, payment priority, and sector- and

i ssuer-specific anal yses.

CURRENT CAPI TAL STRUCTURE( )

Current Not e Maturity
Series Class balance ($) factor Coupon dat e
2002 A-2 51, 250, 000 78.2% Auction rate April 2042
2002 A-3 65, 500,000 100.0% Auction rate April 2042
2002 A4 65, 500, 000 100.0% Auction rate April 2042
2002 A-5 51, 250, 000 78.2% Auction rate April 2042
2004-2 A-2 217, 000 0.1% 3np LIBOR+0. 14% Jan. 2017
2004-2 A-3 280, 000,000 100.0% 3np LIBOR+0. 17% July 2018
2004-2 A-3 249,500,000 100.0% 3np LIBOR+0.23% July 2021
2005-1 A-2 73, 000, 000 61. 7% 3nmo LI BOR+0. 13% July 2027
2005-1 A-3 227,900,000 100.0% 3np LIBOR+0.17% Cct. 2030
2005-1 A-4 210, 700,000 100.0% 3np LIBOR+0.23% April 2030
2005-1 A-5 67,342, 000 26.9% 3np LIBOR+0. 75%ii) Cct. 2045
2007-1 A-1 193, 000,000 100.0% 3o LI BOR+0. 10% April 2030

2007-1 A-2 200, 000,000 100.0% 3np LIBOR+0.75%ii) Jan. 2046
2007-1 A-3 235,000,000 100.0% 3np LIBOR+0.75%ii) Jan. 2046

2007-1 A-4 82,050,000 100.0% Auction rate Jan. 2046
2007-1 A-5 82,050,000 100.0% Auction rate Jan. 2046
2007-1 A-6 82,050,000 100.0% Auction rate Jan. 2046
2007-1 A-7 82,050,000 100.0% Auction rate Jan. 2046
2007-1 A-8 82,050,000 100.0% Auction rate Jan. 2046
2000 B 9,500,000 100.0% Auction rate Nov. 2040
2002 B-1 37,000,000 100.0% Auction rate April 2042
2004-1 B-1 30, 000,000 100.0% Auction rate Dec. 2044
2004-2 B 25,500,000 100.0% Auction rate Dec. 2044
2005-1 B 20,000,000 100.0% Auction rate Cct. 2045
2007-1 B 32,200,000 100.0% Auction rate Jan. 2047

(i)As of June 2015. (ii)Reset-rate notes. 3np--Three-nonth.
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The auction-rate notes are paying interest at their maxi num auction-rate
definitions. Generally, these definitions are based on the 91-day Treasury
bill rate plus a rating-dependent margin. Except for the series 2000 and 2002
notes, the auction-rate definitions are capped at the | owest of the 91-day
Treasury bill-based rate, 18% a LIBOR-based cap rate, and the net |oan rate
of the assets. (The 2000 and 2002 notes do not have a LIBOR-based cap rate,
and the 2000 notes also do not have a net loan rate.) W view these
auction-rate definitions, typically found in taxable auction-rate notes, nore
favorably than we do the ones relating to tax-exenpt auction-rate notes. This
is because in many instances, the latter notes' definitions contain a
multiplier formula with no cap to limt the effect of rising interest rates.
The series 2005-1 class A-5 notes and series 2007-1 class A-2 and A3 notes are
reset-rate notes; each has reached its initial reset date and currently pays
interest at its failed remarketing rate of LIBOR plus 0.75% The remaining
notes in the trust are LIBOR floating-rate notes that pay principal based on a
targeted anortization schedul e.

KEY STRUCTURAL FEATURES

Based on the transaction's waterfall provisions, the principal paynment
priority first allocates certain funds to the retirenent account to pay the

LI BOR fl oati ng-rate notes down to bal ances according to each note's targeted
quarterly schedule. Any renmining funds deposited to the retirenent account
for principal paynents are next allocated to the reset-rate notes because
their remarketing has failed and then to the senior auction-rate notes. After
the senior reset-rate notes and senior auction-rate notes are paid in full

LI BOR fl oati ng-rate notes can then receive additional principal payments from
the retirenment account in excess of their targeted bal ances. The subordinate
not es cannot be redeenmed until all of the senior LIBOR floating-rate notes and
reset-rate notes have been paid in full. Additionally, the subordinate notes
cannot be redeened before the senior auction-rate notes unless rating agency
confirmation i s provided.

Ceneral ly, funds are not allowed to be released to the issuer until the trust
reaches targeted senior parity of 105.0% and total parity of 100.75% Before
the trust can release funds to the issuer at the bottom of the transaction
waterfall, the transaction docunents require allocations of available funds to
the retirement account to maintain the targeted bal ances for the LIBOR
floating-rate notes. The transaction is currently above these parity

requi renents and has been rel easing.

COLLATERAL SUMVARY

The trust is backed by a pool of student |oans that were originated under
FFELP and are at |east 97% guaranteed by the ED. The collateral pool has a
strong credit profile based on its | oan obligor conposition. The | oan poo
contains a high proportion of graduate student |oans (90% of the | oan

bal ance), the majority (69% of the |oan bal ance) of which are loans to

nmedi cal / heal t h prof essional students, which generally have lower lifetine
default expectations than other student |oan obligors. In addition, a high
percentage of the loans in the collateral pool are floor income |oans. These
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allow the trust to retain the borrower interest that exceeds the special
al | owance paynent rate paid by the government, which can increase excess
spread when interest rates are | ow

As of June 2015 2014 2013 2012
Repaynent (current) % 90. 3 86. 2 82.4 78.1
Repaynent (30+ delinquent) % 1.4 1.6 1.5 2.2
Defernen t% 4.0 6.4 8.2 9.9
For bearance % 4.1 5.6 7.5 9.3

CREDI T ENHANCEMENT

All of the notes benefit froma reserve fund that nust be nmmintai ned at an
amount equal to 0.75% of the outstanding principal of notes, with a floor of
$2.5 million. The notes al so benefit from excess spread, and the class A notes
benefit fromthe class B notes' subordination

Since this master trust's |ast issuance in 2007, available hard credit
enhancenent (overcollateralization) to support the notes--as measured by
parity | evel s--has grown, which is primarily attributable to the trust's
excess spread being used to pay down the senior notes. |In our view, excess
spread for this trust is robust because of the | ow percentage of loans in
nonpayi ng status (delinquent, deferment, or forbearance) and a hi gh percentage
of floor income loans in the pool. In addition, required parity threshol ds and
targeted principal paynents to the LIBOR floating-rate notes have limted the
trust's ability to rel ease excess spread.

As of June 2015 2014 2013 2012
Senior parity % 109. 3 108. 2 106. 8 105.4
Total parity % 102. 6 102.1 101.2 100. 4

CASH FLOW MODELI NG ASSUMPTI ONS

We ran cash flow nodels at various 'AAA stress assunptions to test if the

senior notes will receive tinmely interest and principal by the legal fina

maturity. The follow ng are sonme of the mmjor assunptions we nodel ed:

o Default rates at 0% 25% 50% and 75%

* Six- and seven-year default curves;

e A servicer clains rejection rate of 3.0%

* Adelay after a default of a U S. ED claimreinmbursenent of 630 days;

* A delay on special allowance paynments and an interest rate subsidy of two
nont hs;

e A 15% haircut to paynents received from ED

« Aflat voluntary prepaynment speed of 3% annually and ranped vol untary
prepaynment speeds (ranped voluntary prepaynents speeds start at 3% and
i ncrease annual |y over seven years to a nmaxi num of 10% after which the
rate is held constant);

» Forbearance rates of 7% for 36 nonths;

o Deferment rates of 6% for 48 nonths

e One-nonth LIBOR interest rate paths (high and | ow) based on those that we

publ i sh;

O her indices that are stressed using their relationship to one-nonth
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LI BOR as a benchnark; and
 Failed auctions for each transactions' life with auction-rate coupons
based on their maximumrate definitions.

RATI NG ACTI ON RATI ONALE

Based on our nonnpbnetary EOD criteria, we believe the |ikelihood of a paynent
structure change because of a nonnonetary EOD is sufficiently renote.
Accordingly, we differentiated the ratings among the class A senior notes
based on our criteria, the transaction's principal payment priority, the
credit enhancenment available to each class, and the results of our cash flow
nodel i ng anal ysi s.

We continue to apply our criteria for treating the U S. governnent inits role
as an insurer or guarantor, as well as governnment agency |oan-|evel support in
structured finance transactions (see "U S. Government Support In Structured

Fi nance And Public Finance Ratings," published Sept. 19, 2011). Based on the
result of the cash flow nodels and the strong credit profile of the | oan pool
for this transaction, the credit enhancenent available to the senior LIBOR
notes and senior reset-rate notes was sufficient to absorb the 15% haircut to
cash inflows received fromthe U S. federal governnent under FFELP in our

" AAA' stress scenarios. The performance of the senior LIBOR notes is supported
by the required payments per their targeted bal ance schedul es and the senior
position of those paynents in the transaction's waterfalls. The senior
reset-rate notes are al so supported by their senior position in the
transaction's waterfall relative to the senior and subordinate auction-rate
notes. Based on our review of the credit quality of the collateral pool, the
transactions' key structural features, and the results of the cash flow
nodel i ng anal ysis, we raised our ratings on the senior LIBOR notes and the
senior reset-rate notes to ' AAA (sf)'.

We affirned the ratings on the senior auction-rate notes to reflect our view
that the current credit enhancenent |evels are consistent with the ' AA+ (sf)’
rati ngs. Based on the cash flow nodel results under our 'AAA" assunptions, the
current available credit enhancement would not be sufficient to absorb the 15%
haircut to cash inflows received fromthe U S. federal governnent under FFELP
in a 'AAA stress scenario.

W will continue to nonitor the performance of the student |oan receivables
backi ng these transactions relative to our ratings and the trust's avail able
credit enhancenent.

RELATED CRI TERI A AND RESEARCH

Rel ated Criteria

» Met hodol ogy And Assunptions For Ratings Above The
Soverei gn--Singl e-Jurisdiction, My 29, 2015

« Methodol ogy: Criteria For dobal Structured Finance Transacti ons Subj ect
To A Change In Paynent Priorities O Sale O Collateral Upon A
Nonnonetary EOD, March 2, 2015

* U S. Governnent Support In Structured Finance And Public Finance Ratings,
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Dec. 7, 2014

» dobal Framework For Cash Flow Analysis OF Structured Finance Securities
Cct. 9, 2014

e Gobal Investnment Criteria For Tenporary Investnments In Transaction
Accounts, My 31, 2012

« US Interest Rate Assunptions Revised for May 2012 And Thereafter, Apri
30, 2012

e Understanding Standard & Poor's Rating Definitions, June 3, 2009

 Standard & Poor's Revises Criteria Methodol ogy For Servicer Risk
Assessnent, My 28, 2009

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

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

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

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

e Student Loan Criteria: Student Loan Progranms, Cct. 1, 2004

Rel at ed Research

» Econom ¢ Research: U.S. Econonic Forecast: The Terrible Twos, June 26,
2015

e Certain U S. Student Loan ABS Ratings Placed Under Criteria Observation
Due To Updat ed Nonnonetary EOD Criteria, March 2, 2015

* Ratings Raised On Four Classes O Notes From NorthStar Education Fi nance
Inc., Feb. 6, 2015

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

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

In addition to the criteria specific to this type of security (listed above),
the following criteria articles, which are generally applicable to al

ratings, may have affected this rating action: "Post-Default Ratings

Met hodol ogy: When Does Standard & Poor's Raise A Rating From'D O 'SD ?,"
March 23, 2015; "d obal Framework For Assessing Operational Risk In Structured
Fi nance Transactions," Cct. 9, 2014; "Methodol ogy: Tineliness of Paynents:
Grace Periods, Guarantees, And Use of 'D And 'SD Ratings,"” Cct. 24, 2013; "
Counterparty Ri sk Framework Methodol ogy And Assunptions,” June 25, 2013; "
Criteria For Assigning 'CCC+, 'CCC, 'CCC-', And 'CC Ratings," Cct. 1, 2012
"Met hodol ogy: Credit Stability Criteria," May 3, 2010; and "Use of CreditWtch
And CQutl ooks," Sept. 14, 2009.

RATI NGS RAI SED
Nort hSt ar Educati on Fi nance | nc.

US$1 bil student | oan asset-backed notes series 2004-2
Rat i ng
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C ass
A-3
A-4

US$1. 02 bi

Cd ass
A-2
A-3
A-4
A-5

US$1. 07 bi

d ass
A1
A-2
A-3

CuUsI P
66704JBB3
66704JBC1

st udent

CuUsI P

66704JBF4
66704JBG2
66704JBHO
66704JBJ6

st udent

cusl P

66704JBT4
66704JBU1
66704JBV9

RATI NGS AFFI RMED

To

AAA (sf)
AAA (sf)

| oan asset - backed notes

To

AAA (sf)
AAA (sf)
AAA (sf)
AAA (sf)

| oan asset -backed notes

To

AAA (sf)
AAA (sf)
AAA (sf)

Rat i ng

Rat i ng

Nort hSt ar Educati on Fi nance Inc.

US$1. 07 bi
d ass

A-4

A-5

A-6

A7

A-8

st udent
CusI P
66704JBW
66704JBX5
66704JBY3
66704JBZ0
66704JCA4

From
AA+ (sf)
AA+ (sf)

series 2005-1

From

AA+ (sf)
AA+ (sf)
AA+ (sf)
AA+ (sf)

series 2007-1

From

AA+ (sf)
AA+ (sf)
AA+ (sf)

| oan asset-backed notes series 2007-1
Rat i ng

AA+
AA+
AA+
AA+
AA+

(sf)
(sf)
(sf)
(sf)
(sf)
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