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I[tem 2.02 Results of Operations and Financial Condition.

On November 9, 2009, Nelnet, Inc. (the “Compang8uied a press release with respect to its finaresalts for the quarter ended
September 30, 2009. A copy of the press reledserished as Exhibit 99.1 to this report. In dida, a copy of the supplemental financial
information for the quarter ended September 3092@Mich was made available on the Company’s weladitvww.nelnetinvestors.com on
November 9, 2009 in connection with the press sgles furnished as Exhibit 99.2 to this rep

The above information and Exhibits 99.1 and 99allstot be deemed filed for purposes of Sectionflie Securities Exchange Act
of 1934 (the “Exchange Act”), nor shall such infation and Exhibits be deemed incorporated by raterén any filing under the Securities
Act of 1933 or the Exchange Act, except as shatessly set forth by specific reference in sa€iting. In addition, information on the
Company'’s website is not incorporated by refereéntethis report and should not be considered giatttis report.

[tem 9.01 Financial Statementsand Exhibits.
(d) Exhibits. The following exhibits aiwnished as part of this report:
Exhibit
No. Description
99.1 Press Release dated November 9, 2009ekiet Reports Third Quarter 2009 Results; Decl
Dividend”

99.2 Supplemental Financial Information for the QuaBEaded September 30, 2009
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Exhibit 99.1

Media contact: Ben Kiser, 402.458.3024
Investor contact: Phil Morgan, 402.458.3038

Nelnet Reports Third Quarter 2009 Results; DeclBigglend

LINCOLN, Neb., November 9, 2009 — Nelnet (NYSE: Nday reported base net income of $50.2 millar$1.01 per share, for the third
quarter of 2009, compared with $23.4 million, or4i0per share, for the same quarter a year agdhEdirst nine months of 2009, the
company reported base net income of $113.5 milbor$2.30 per share, compared with $65.2 milliarsh 33 per share, for the first nine
months of 2008. Base net income excludes discoatimmperations, restructuring charges, and ceiitgiidity-related charges.

Base net income in the third quarter of 2009 inetidre-tax gains of $9.7 million, or $0.13 per stedter tax, on the sale of federal student
loans to the Department of Education (Departmemd)$%6.2 million, or $0.07 per share after tax, friim@ company’s repurchase of debt.

“We are pleased with our increasing fee-based tgegrservicing of student loans for the Departmamd, decreasing operating expenses,”
said Mike Dunlap, Chairman and Chief Executive &fiof Nelnet. “Continuing to focus on these angdisdrive future growth. The low
interest rate environment and improving capitalkats have allowed us to reduce our debt and impitevspread we earn on our student
portfolio.”

Board of Directors Declares Dividend

The Nelnet Board of Directors declared a fourthrtpracash dividend on its outstanding shares of<Ch/acommon stock and Class B
common stock of $0.07 per share. The dividendvélpaid on December 15, 2009, to shareholderscofdeat the close of business on
December 1, 2009. Nelnet currently has 38.3 milibares of Class A common stock and 11.5 milliaresh of Class B common stock
outstanding.

Diversifying and increasing fee-based revenue

In the third quarter of 2009, Nelnet's fee-basedreie from the company'’s tuition payment plan, casngommerce, and certain enrollment
services businesses increased $5.4 million, oret@epnt, to $36.6 million, compared with the saméggein 2008.

In September 2009, Nelnet began servicing fedeaalliyed student loans for the Department under &actrthat the company was awarded
in June 2009. As of October 31, 2009, the compaay servicing approximately $2.5 billion of loanshwhalf of the Department, of which
approximately $740 million, or approximately 87,a@@yrowers, is incremental volume previously sestdiby other companies. The initial
servicing volume includes loans purchased by theaiement from Nelnet and other lenders throughepartment’s Loan Purchase
Commitment Program. Servicing loans for the Departhwill increase Nelnet's fee-based revenue asceg volume increases.

Total revenue from fee-based businesses for the: gjuiarter of 2009 was $74.6 million, or 47 peragibtal revenue, and is compared with
$76.7 million for the same period a year ago.




Maximizing the value of existing portfolio

Excluding loans added to government-related paditdn and conduit programs, more than 99 perdeNetnet's federal student loans are
financed for the life of the loan at rates the campcurrently believes will generate future caswfin excess of $1.3 billion. Narrower
spreads and historically low interest rates areigiog an opportunity for the company to generafiessantial near-term value and cash flow
from its student loan portfolio. For the third giesrof 2009, Nelnet reported net interest inconmtuiing derivative settlements of $74.1
million, compared with $60.4 million for the sameripd a year ago.

The company reported core student loan spread@fdercent for the third quarter of 2009 comparét W.04 percent for the same period of
2008 and 1.09 percent for the second quarter d8.ZD@o factors in the third quarter improved cangdgnt loan spread: 1) Lower interest
rates increased fixed rate floor income, net dfeseents on derivatives, to $38.8 million for théd quarter of 2009, compared with $6.8
million for the same period a year ago and $37llianiin the second quarter of 2009 and 2) Thetiatship between three-month financial
commercial paper rate (CP) and thraenth LIBOR has tightened significantly from astis 54 basis points in the first quarter of 2@08s
low as 13 basis points in the third quarter of 2006st of the company’s federal student loans adexed to CP, and its debt is indexed to
LIBOR; therefore, disparity between these indexasimpact the company’s interest income. Core siuldan spread may continue to
increase in the fourth quarter of 2009 if interasés remain low and the capital markets continumprove.

At September 30, 2009, net student loan assets$@&rd billion, of which $1.6 billion were classifl as held for sale to the Department. In
the third quarter of 2009, Nelnet reported a g&i$#i%7 million on the sale of $428 million of fedéstudent loans to the Department. Loans
held for sale at quarter end are funded primaing the Department's Loan Participation Prograthvaere sold to the Department in
October 2009. Nelnet recognized a gain on theafdleese loans of $26.9 million, which will be efted in the company’s fourth quarter
results.

In addition to loans held to term, Nelnet has liifyi for new loan originations through the Depantre Loan Participation and Loan Purch
Programs, which will allow Nelnet to make loanstbeligible students for the 2009-2010 academarye

Managing operating expenses
Management continues to focus on managing operakipgnses. As a result, operating expenses, ergudstructuring charges, decreased

$16.8 million, or 20 percent, for the three morghged September 30, 2009, compared with the sarioelpe 2008. Total operating
expenses for the third quarter of 2009 were $91llfom




GAAP net income

Nelnet reported GAAP net income for the third geadf 2009 of $46.4 million, or $0.93 per sharenpared with $23.8 million, or $0.48 p
share, for the third quarter of 2008. For the fitisie months of 2009, the company reported GAARAmme of $80.1 million, or $1.60 per
share, compared with a loss of $2.3 million, ol0%(Qoer share, for the first nine months of 2008.

While base net income is not a substitute for reggbresults under GAAP, base net income is theairfinancial performance measure used
by management to develop financial plans, allooggeurces, track results, evaluate performancabléstt corporate performance targets, and
determine incentive compensation. The companyzastilbase net income in operating its business bedzmse net income permits
management to make meaningful period-to-period @ispns by eliminating the temporary volatilitythe company’s performance that
arises from certain items that are primarily aelcby factors beyond the control of management.

A description of base net income and a reconailiatif GAAP net income to base net income can badaon supplemental financial
information to this earnings release online at waelnetinvestors.com/results.cfm

Nelnet will host a conference call to discuss #asnings release at 11:00 a.m. (Eastern) Tuesdayeriber 10, 2009. To access the call |
participants in the United States and Canada shdial@88.427.9412, and international callers stialidl 719.325.2321 at least 15 minutes
prior to the call. A live audio webcast of the calll also be available at www.nelnetinvestors.conder the Events & Webcasts menu. A
replay of the conference call will be availableotigh November 21, 2009. To access the replay phene within the United States and
Canada, callers should dial 888.203.1112. Intewnaticallers should dial 719.457.0820. All callacsessing the replay will need to use the
confirmation code 7074698. A replay of the audidweast will also be available at www.nelnetinvestom.

This press release contains forward-looking statésn@nd information that are based on managenmntent expectations as of the date of
this document. Statements that are not historaahbf including statements about the company'sctai@ens and statements that assume ¢
dependent upon future events, are forward-lookiagements. These forward-looking statements arestuto risks, uncertainties,
assumptions, and other factors that may causecthalaesults to be materially different from thes#ected in such forward-looking
statements. These factors include, among otheasges in the terms of student loans and the edneaditredit marketplace arising from the
implementation of, or changes in, applicable lamd gegulations, including changes resulting fromw tteews such as any new laws enacted to
implement the Administration's 2010 budget propesal they relate to the Federal Family Educaticant®rogram (FFEL Program or
FFELP), which may reduce the volume, average tep®gial allowance payments, and yields on stuaemisl under the FFEL Program of the
Department or result in loans being originatededinanced under non-FFEL programs or may affecteéh@s upon which banks and others
agree to sell FFELP loans to the company. The casnpauld also be affected by changes in the derfameducational financing or in
financing preferences of lenders, educationaltunitins, students, and their families; the compaapility to maintain its credit facilities or
obtain new facilities; the ability of lenders undlee company's credit facilities to fulfill thending commitments under these facilities;
changes to the terms and conditions of the liguigibgrams offered by the Department; changesargtineral interest rate environment and
in the securitization markets for education loamsich may increase the costs or limit the availgbdf financings necessary to initiate,
purchase, or carry education loans; losses from di@fiaults; changes in prepayment rates, guaratég,rloan floor rates, and credit spreads;
the uncertain nature of estimated expenses thatwmaycurred and cost savings that may result festructuring plans; incorrect estimate
assumptions by management in connection with tepgyation of the consolidated financial statemearid; changes in general economic
conditions. Additionally, financial projections magt prove to be accurate and may vary materiathe reader should not place undue
reliance on forward-looking statements, which speslly as of the date of this press release.

For more information see the company's filings with Securities and Exchange Commission. The coynigamot obligated to publicly
release any revisions to forward-looking statememtgflect events after the date of this pressas# or unforeseen events. Although the
company may from time to time voluntarily updateptior forward-looking statements, it disclaimy @emmitment to do so except as
required by securities laws.




Condensed Consolidated Statements of Operations

Interest income
Loan interes
Amortization of loan premiums and defer
origination cost:
Investment interest

Total interest incom

Interest expenst
Interest on bonds and notes payable

Net interest incom
Less provision for loan losses

Net interest income after provisii
for loan losses

Other income (expense
Loan and guaranty servicing rever

Tuition payment processing and campus commerct

revenue
Enrollment services reveni
Software services reven
Other income
Gain (loss) on sale of loans, r
Derivative market value, foreign curreni
and put option adjustmer
Derivative settlements, net
Total other income

Operating expense
Salaries and benefi
Cost to provide enrollment servic
Other expense
Amortization of intangible asse
Impairment expense

Total operating expenses

Income (loss) before income tax
Income tax expense

Income (loss) from continuing operatic
Income from discontinued operations, net of tax

Net income (loss)

Earnings (loss) per share, basic and dilu
Income (loss) from continuing operatic
Income from discontinued operations, net of tax

Net income (loss)
Weighted average shares outstanc

Three months ended Nine months ended
September September September September
30, June 30, 30, 30, 30,

2009 2009 2008 2009 2008
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
$ 162,78t 177,202 305,806 529,558 980,724

(19,53 (16,789 (21,339 (54,97 (69,589
1,943 2,776 9,118 8,810 29,914
145,198 163,189 293,586 483,397 941,054
76,016 106,082 234,016 328,600 791,621
69,182 57,107 59,570 154,797 149,433
7,500 8,000 7,000 23,000 18,000
61,682 49,107 52,570 131,797 131,433
26,006 28,803 29,691 81,280 78,173
12,987 11,848 11,863 40,373 35,980
30,670 28,747 29,858 88,188 83,148
4,600 6,119 5,159 16,424 19,342
11,094 11,527 5,408 39,483 17,787
8,788 (19¢) — 8,386 (47,42¢)
2,826 (34,019 6,085 (36,06 (35,52)
4,914 9,535 789 38,807 45,989
101,885 62,370 88,853 276,874 197,472
37,810 40,180 44,739 116,216 142,131
20,323 18,092 17,904 56,208 48,062
29,217 33,299 34,428 92,914 101,682
5,312 5,785 6,598 17,251 19,719
— — — — 18,834
92,662 97,356 103,668 282,588 330,428
70,905 14,121 37,754 126,082 (1,529
(24,50’) (5,91¢) (13,969 (46,020) (1,799
46,404 8,203 23,785 80,062 (3,31¢)
— — — — 981
$ 46,40¢ 8,203 23,785 80,062 (2,335
$ 0.9 0.16 0.48 1.60 (0.07)
— — — — 0.02
$ 0.9: 0.16 0.48 1.60 (0.05)
49,611,42: 49,534,41: 49,176,43¢ 49,432,16¢ 49,109,34(






Condensed Consolidated Balance Sheets and Financial Data

Student loans receivable, r

Student loans receivak- held for sale
Cash and cash equivalel

Restricted cash and investme
Goodwill

Intangible assets, n

Other assets

Total assets

Bonds and notes payat
Other liabilities

Total liabilities
Shareholders' equity

Total liabilities and shareholders' equity

Asof Asof Asof
September December September
30, 31, 30,
2009 2008 2008
(unaudited) (unaudited)
$ 23,764,26 25,413,00¢ 26,376,26¢

1,627,794 — —
334,293 189,847 325,007
849,419 1,158,257 1,129,874
175,178 175,178 175,178
59,803 77,054 83,565
781,112 841,553 880,122

$ 27,591,86 27,854,891 28,970,01¢
$ 26,586,09 26,787,95¢ 28,004,83¢
277,695 423,712 355,450
26,863,78¢ 27,211,671 28,360,28¢
728,074 643,226 609,730

$ 27,591,86 27,854,89i 28,970,01¢




EXHIBIT 99.2

For Release: 11/09/2009

Media Contact: Ben Kiser, 402.458.3024
Investor Contact: Phil Morgan, 402.458.3038

Nelnet, Inc. supplemental financial information for the third quarter 2009
(All dollarsarein thousands, except per share amounts, unless other wise noted)

This earnings supplement contains forward-lookitagesnents and information that are based on maregf&nturrent expectations as of
date of this document. Statements that are nobrigat facts, including statements about the Cornjfmexpectations and statements
assume or are dependent upon future events, awarfbiiooking statements. These forwdwdking statements are subject to ri
uncertainties, assumptions, and other factorsrttegt cause the actual results to be materially iiffefrom those reflected in such forward-
looking statements. These factors include, amohgrst the risks and uncertainties set forth in“Riek Factors” section of the Compasy’
annual report on Form 1R-for the year ended December 31, 2008 and chaimgd®e terms of student loans and the educatioredil
marketplace arising from the implementation ofcbanges in, applicable laws and regulations (inowe@hanges resulting from new la
such as any new laws enacted to implement the Adtration’s 2010 budget proposals as they relate to FFELRijchwmay reduce tt
volume, average term, special allowance paymentsyelds on student loans under the Federal Fadlycation Loan Program (thEFEL
Program” or “FFELP”) of the U.S. Department of Edtion (the “Department”) or result in loans beinggmated or refinanced under non-
FFEL programs or may affect the terms upon whiahkbaand others agree to sell FFELP loans to thepaosn The Company could also
affected by changes in the demand for educationah€ing or in financing preferences of lendersjoadional institutions, students, and t
families; the Company’s ability to maintain its ditefacilities or obtain new facilities; the abilitof lenders under the Compasytredi
facilities to fulfill their lending commitments uedthese facilities; changes to the terms and tiondi of the liquidity programs offered by
Department; changes in the general interest ratecgmment and in the securitization markets for eadion loans, which may increase
costs or limit the availability of financings neesasy to initiate, purchase, or carry education $pdasses from loan defaults; change
prepayment rates, guaranty rates, loan floor rated,credit spreads; uncertainties inherent incksting future cash flows from student |
assets and related asbetcked securitizations; the uncertain nature afnegéd expenses that may be incurred and costgmthiat may rest
from restructuring plans; incorrect estimates @uagptions by management in connection with the graon of the consolidated financ
statements; and changes in general economic conslitiAdditionally, financial projections may notope to be accurate and may \
materially. The reader should not place unduemeézon forwardeoking statements, which speak only as of the dathis Supplement. Tl
Company is not obligated to publicly release amnsiens to forwardeoking statements to reflect events after the dathis Supplement
unforeseen events. Although the Company may fraone tio time voluntarily update its prior forwalmbking statements, it disclaims ¢
commitment to do so except as required by secsiidiws.




Condensed Consolidated Statements of Operations

Three months ended Nine months ended
September September September September
30, June 30, 30, 30, 30,
2009 2009 2008 2009 2008
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
Interest income:
Loan interest $ 162,78t 177,20: 305,80¢ 529,55¢ 980,72«
Amortization of loan premiums and deferred
origination costs (19,53) (16,789 (21,339 (54,97 (69,589
Investment interest 1,94: 2,77¢ 9,11¢ 8,81( 29,91«
Total interest income 145,19¢ 163,18¢ 293,58t 483,39° 941,05
Interest expense:
Interest on bonds and notes payable 76,01¢ 106,08: 234,01¢ 328,60( 791,62:
Net interest income 69,18: 57,10: 59,57( 154,79° 149,43:
Less provision for loan losses 7,50( 8,00( 7,00( 23,00( 18,00(
Net interest income after provision
for loan losses 61,68: 49,107 52,57( 131,79 131,43:
Other income (expense):
Loan and guaranty servicing revenue 26,00¢ 28,80: 29,69 81,28( 78,17:
Tuition payment processing and campus commerce
revenue 12,98° 11,84¢ 11,86 40,37: 35,98(
Enrollment services revenue 30,67( 28,747 29,85¢ 88,18¢ 83,14¢
Software services revenue 4,60( 6,11¢ 5,15¢ 16,42« 19,34.
Other income 11,09 11,527 5,40¢ 39,48: 17,78
Gain (loss) on sale of loans, net 8,78¢ (19€) — 8,38¢ (47,426
Derivative market value, foreign currency,
and put option adjustments 2,82¢ (34,019 6,08t (36,06 (35,52)
Derivative settlements, net 4,91¢ 9,53t 78¢ 38,807 45,98¢
Total other income 101,88! 62,37( 88,85! 276,87 197,47.
Operating expenses:
Salaries and benefits 37,81( 40,18( 44 73¢ 116,21¢ 142,13:
Cost to provide enrollment services 20,32 18,09: 17,90¢ 56,20¢ 48,06:
Other expenses 29,21% 33,29¢ 34,42¢ 92,91« 101,68:
Amortization of intangible assets 5,312 5,78¢E 6,59¢ 17,25 19,71¢
Impairment expense — — — — 18,83¢
Total operating expenses 92,66: 97,35¢ 103,66 282,58 330,42¢
Income (loss) before income taxes 70,90¢ 14,12: 37,75¢ 126,08: (1,529
Income tax expense (24,507) (5,919 (13,969 (46,020) (1,799
Income (loss) from continuing operations 46,40 8,20¢ 23,78t 80,06: (3,316
Income from discontinued operations, net of tax — — — — 981
Net income (loss) $ 46,40« 8,20: 23,78t 80,06: (2,339
Earnings (loss) per share, basic and diluted:
Income (loss) from continuing operations $ 0.9 0.1¢€ 0.4¢ 1.6C (0.07)
Income from discontinued operations, net of tax — — — — 0.0z
Net income (loss) $ 0.9% 0.1€ 0.4¢ 1.6C (0.0E)
Weighted average shares outstanding 49,611,42 49,534 ,41 49,176,43 49,432,16 49,109,34
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Condensed Consolidated Balance Sheets

Asof Asof Asof
September 30, December 31, September 30,
2009 2008 2008
(unaudited) (unaudited)
Assets:
Student loans receivable, net $ 23,764,26 25,413,00¢ 26,376,26¢
Student loans receivable - held for sale 1,627,794 — —
Cash and cash equivalents 334,293 189,847 325,007
Restricted cash and investments 849,419 1,158,257 1,129,874
Goodwill 175,178 175,178 175,178
Intangible assets, net 59,803 77,054 83,565
Other assets 781,112 841,553 880,122
Total assets $ 27,591,86 27,854,897 28,970,01¢
Liabilities:
Bonds and notes payable $ 26,586,09 26,787,95¢ 28,004,83¢
Other liabilities 277,695 423,712 355,450
Total liabilities 26,863,78¢ 27,211,671 28,360,28¢
Shareholders' equity 728,074 643,226 609,730
Total liabilities and shareholders' equity $ 27,591,86 27,854,897 28,970,01¢

Overview

The Company is an education planning and financioagpany focused on providing quality products aadrises to students, famili
schools, and financial institutions nationwide. T®hempany is a verticalljptegrated organization that offers a broad ranfgproducts an
services to its customers throughout the educéifeeycle.

Focused on long term organic growth, the Compampseds revenues from fee generating businessesecelo its diversified educati
finance and service operations and from net inténesme on its portfolio of student loans.




The Company has certain business objectives iredtac2009 that include:

« Grow and diversify revenue from fee generating hesses

« Manage operating costs

« Maximize the value of existing portfolio

« Eliminate exposure to liquidity risk and unfundezbtiburden

Achieving these business objectives has impactedfittancial condition and operating results of @empany during the three and r
months ended September 30, 2009. In addition, l&igia concerning the student loan industry hasaiotgd and will continue to impact -

financial condition and operating results of therany. Each of these items are discussed below.

Grow and Diversify Revenue from Fee Gener ating Businesses

In recent years, the Company has expanded produadtservices generated from businesses that adependent upon the FFEL Progr
thereby reducing legislative and political risk.\iBeues from these businesses are primarily gemefatm products and services offere:
the Companys Tuition Payment Processing and Campus Commenté&aroliment Services operating segments. As shioslow, revenu
earned from businesses less dependent upon the PRigram has grown $5.4 million (17.3%) for theethmonths ended September
2009 compared to the same period in 2008, and $tiflidn (19.0%) for the nine months ended Septen@fz 2009 compared to the s¢

period in 2008.

Three months ended September 30,

2009 2008 $ Change % Change
Tuition Payment Processing and Campus Commerce $ 12,987 11,86 1,12¢
Enroliment Services - Lead Generation 23,59 19,31 4,282
36,58: 31,17¢ 5,40¢ 17.2%

Enrollment Services - Other 7,07t 10,54
Student Loan and Guaranty Servicing 27,35: 30,76¢
Software and Technical Services 3,63¢ 4,217

Total revenue from fee generating businesses $ 74,64 76,70




Nine months ended September 30,

2009 2008 $ Change % Change
Tuition Payment Processing and Campus Commerce $ 40,37: 35,98( 4,39:
Enroliment Services - Lead Generation 66,37 53,71¢ 12,65t
106,74 89,69¢ $ 17,04¢ 19.(%

Enrollment Services - Other 21,81« 29,46¢
Student Loan and Guaranty Servicing 85,19( 81,62
Software and Technical Services 13,65¢ 15,82¢

Total revenue from fee generating businesses $ 227,40¢ 216,61

Department of Education Servicing Contra

In June 2009, the Department of Education name@tmpany as one of four private sector servicerard®d a servicing contract to sen
all federallyowned student loans, including FFELP loans purdhéisethe Department pursuant to ECASLA. Beginnmd\uigust 2010, tt
contract will also cover the servicing on new loanginated under the Direct Loan Program. Sergainlume will initially be allocated
the Department to servicers awarded a contractpanidrmance factors such as customer satisfat#ivals and default rates will determ
volume allocations over time. The contract spaws jiears with one, fivgear renewal option. Servicing loans under thistraam will furthe:
diversify the Company’s revenue and customer base.

The Company began servicing loans and recognizgdorimately $30,000 of revenue under this contiacSeptember 2009. As
September 30, 2009 and October 31, 2009, the Compas servicing approximately $177 million and $BiBion, respectively, of loar
under the Departmenst’servicing contract, which includes approxima®&ly million and $740 million, respectively, of Iaanot previousl
serviced by the Company that were sold by thirdigato the Department as part of the ECASLA Pwsetrogram.

Manage Operating Costs

The Company has continued to focus on managing e@wst gaining efficiencies and continued benefdmfprior restructuring activities. ,
shown below, excluding the cost to provide enrofitreervices and restructuring and impairment clerggerating expenses decreased ¢
million (19.5%) and $36.7 million (14.3%) for thierée and nine months ended September 30, 2009 cednfmathe same periods in 2008
decreased $7.0 million (9.2%) for the three moetided September 30, 2009 compared to the threénrperibd ended June 30, 2009.




Operating Expenses

Salaries and benefits

Other expenses

Operating expenses, excluding the cost
to provide enroliment services and
restructure and impairment expenses

Cost to provide enrollment services
Restructure expense
Impairment expense

Total operating expenses

Salaries and benefits

Other expenses

Operating expenses, excluding the cost
to provide enrollment services and
restructure and impairment expenses

Cost to provide enrollment services

Restructure expense

Impairment expense
Total operating expenses

Salaries and benefits
Other expenses

Operating expenses, excluding the cost
to provide enrollment services and
restructure and impairment expenses

Cost to provide enrollment services
Restructure expense
Impairment expense

Total operating expenses

Maximize the Value of Existing Portfolio

Fixed rate floor income

Three months ended
September 30,  September 30,
2009 2008 $ Change % Change
$ 36,39¢ 44,73¢ (8,34)) (18.6€) %
32,60 41,02¢ (8,42%) (20.5)
68,99¢ 85,76t $ (16,76¢) (19.5) %
20,32: 17,90«
3,34( —
$ 92,66 103,66
Three months ended
September 30, June 30,
2009 2009 $ Change % Change
$ 36,39¢ 38,69¢ (2,30)) (5.9 %
32,60 37,27 (4,67¢€) (12.5)
68,99¢ 75,97¢ $ (6,977 (9.2 %
20,32¢ 18,09:
3,34( 3,28¢
$ 92,66: 97,35¢
Nine months ended
September 30,  September 30,
2009 2008 $ Change % Change
$ 113,32: 136,42: (23,099 (16.9) %
106,43( 120,00: (13,577 (11.9)
219,75: 256,42! $ (36,677) (14.2) %
56,20¢ 48,06:
6,62¢ 7,107
— 18,83
$ 282,58 330,42¢

The Companys core student loan spread (variable student lpegad including fixed rate floor contribution) ftre three and nine mon
ended September 30, 2009 was 1.27% and 1.10% cteshe, compared to 1.04% and 1.02% for the saeréods in 2008. During the thr
and nine months ended September 30, 2009, loaregttsicome includes $39.3 million (62 basis powiftspread contribution) and $10
million (57 basis points), respectively, of fixedte floor income compared to $10.0 million (15 bagsbints) and $29.4 million (15 ba
points) during the same periods in 2008. The irswda fixed rate floor income is due to lower iefgrrates in 2009 compared to the <

periods in 2008.




Loans originated prior to April 1, 2006 generalre interest at the higher of a floating rate bamedhe Special Allowance Payment or
SAP formula set by the Department and the borraats, which is fixed over a period of time. The SfdPmnula is based on an applice
index plus a fixed spread that is dependent upoenvthe loan was originated, the logmépayment status, and funding sources for the
The Company generally finances its student loatfq@ar with variable rate debt. In low and/or deutig interest rate environments, when
fixed borrower rate is higher than the rate produog the SAP formula, the Compasystudent loans earn at a fixed rate while theasteor
the variable rate debt typically continues to dezliln these interest rate environments, the Coynpams additional spread income th
refers to as floor income. For loans where thedweer rate is fixed to term, the Company earns flaoome for an extended period of tii
which the Company refers to as fixed rate floooime.

If interest rates remain low, the Company anti@patontinuing to earn significant fixed rate flamecome in future periods.
Future Cash Flow from Portfolio

As of September 30, 2009, the Company had $19lidrbibf notes issued under asseicked securitizations that primarily reprice dixad
spread to three month LIBOR and are structuredubstaintially match the maturity of the funded ass@&hese notes fund FFELP stuc
loans that are predominantly set based on a spmddree month commercial paper. Based on cash flawdels developed to refle
managemens$ current estimate of, among other factors, pregays) defaults, deferment, forbearance, and irtteetes, the Compa
currently expects future undiscounted cash flowsnfithese transactions will be approximately $1.Blfob as detailed below. These ci
flows consist of net spread and servicing and athtnative revenue in excess of estimated cost. Gtwpany expects the future cash 1
would correspond to earnings when excluding therdmation of loan premiums and deferred originattmosts, potential derivative activ
used by the Company to hedge the portfolio, an@rgtiortfolio management and administrative cosecaBise the Company does not
gain-on-sale accounting when issuing assstked securitizations, the future earnings of éheansactions are not yet reflected in
Company’s consolidated financial statements.




FFELP Asset-backed Securitization Cash Flow Forecast - $1.35 billion
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Eliminate Exposureto Liquidity Risk and Unfunded Debt Burden
Reducing Liquidity Risk

The Company had a FFELP warehouse facility that deassto expire in May 2010 that provided for forasbhsed advance rates base:
current market conditions, which required equitgsart to be posted to the facility under certancwwinstances. As of December 31, 2008
Company had $1.6 billion of student loans in thaisilfty, $1.4 billion borrowed under the facilitgnd $280.6 million in cash posted as ec
funding support for the facility. During 2009, t@®@mpany has reduced its liquidity exposure undisr feility as a result of the followir
transactions:

« In March 2009, the Company completed a $294.6 onilassebacked securitization and refinanced loans prelydirganced in th
facility

« In June 2009, the Company accessed the Departnt@mt’duit Program and refinanced loans previousigrfced in the facility

« In August 2009, the Company entered into a new $b@tllion FFELP warehouse facility that expiresAmgust 2012. In Augu
2009, the Company utilized the new warehouse faditi refinance all remaining loans in the old warese facility. Refinancir
these loans allowed the Company to terminate tioe facility and withdraw all remaining equity fuimd) support.

In October 2009, the Company completed an asselted securities transaction of $434.0 millione Wompany used the proceeds fron
sale of these notes to purchase student loansvitrat previously financed in the new FFELP warehdasdity and certain other existi
assetbacked securitizations. As of November 6, 2009,9%1 fillion was outstanding under the new FFELPelause and $320.9 milli
was available for future use.




Debt Repurchase

During 2009, the Company repurchased outstanding debtrasnarized below. Any gains (losses) recorded by Goenpany from th
repurchase of debt are included in “other incometree Company’s consolidated statements of opestio

5.125% Senior Notesdue Junior Subordinated Hybrid

2010 Securities Asset-backed securities
Notional Purchase Gain  Notional Purchase Gain  Notional Purchase Gain
amount price (loss)  amount price (loss) amount price (loss)
Three months ended:
March 31, 2009 $ 34,86¢ 26,79: 8,07t — — — — — =
June 30, 2009 35,52( 31,08( 4,44(C 1,75( 35C 1,40( 1,10( 1,07¢ 22
September 30, 2009 137,89¢ 138,50! (607) — — — 44,95( 39,09t 5,85¢
Nine months ended September .
2009 208,28: 196,37t 11,90¢ 1,75( 35C 1,40( 46,05( 40,17 5,871
Subsequent to September 30, 2009
through November 9, 2009 — — — — — — 140,200 126,15¢ 14,04:
Total debt repurchased $208,28: 196,37t 11,90¢ 1,75( 35C 1,40C 186,25( 166,33. 19,91¢
Balance as of September 30, 2009 $ 66,71¢ $198,25(
Legidation
ECASLA

In August 2008, the Department implemented the LBarchase Commitment Program and the Loan Purdtesieipation Program pursui
to ECASLA. During the three months ended Septer8Be2009, the Company sold $427.7 million of studeans to the Department un
the Purchase Program, resulting in a gain of $dllifom As of September 30, 2009, the Company had® ®illion of FFELP loans fund:
using the Participation Program, of which $1.6itwllare 2008-2009 academic year loans and aref@asas held for sale on the Compasy’
consolidated balance sheet. These loans wereatié tDepartment under its Purchase Program inb@ct®009. Upon selling the $1.6 billi
of loans held for sale, the Company recognized ia g& $26.9 million in October 2009. The Companyrd to continue to use -
Participation Program to fund certain loans origgdafor the 20022010 academic year. Gains recorded by the Compaated to loans sc
to the Department under the Purchase Program aiill,\as with all loan sales, dependent upon theafoscquisition and/or origination a
the amortization of such costs.

Recent Developmen

On February 26, 2009, the President introducedcalfiyear 2010 Federal budget proposal callinghferelimination of the FFEL Program ¢
a recommendation that all new student loan origginatbe funded through the Federal Direct Loan Rmog On September 17, 2009,
House of Representatives passed H.R. 3221, theei@tdd and Fiscal Responsibility Act, which wowdtiminate the FFEL Program &
require that, after July 1, 2010, all new fedetatdent loans be made through the Federal Direch lR@gram. The Senate is expecte
begin its consideration of similar student loaroref legislation sometime in 2009; however, the dehuill likely continue into 2010. |
addition to the Houspassed legislation, there are several other prégpdsa changes to the education financing framewthidd may b
considered that would maintain a role for privagaders in the origination of federal student loartsese include a possible extensio
ECASLA, which expires on July 1, 2010, and the htd_.oan Community Proposal, a proposal endorseal drpsssection of FFELP servii
providers (including the Company) as an alternativithe 100% federal direct lending proposal inellich SAFRA.




Elimination of the FFEL Program would impact then@many’s operations and profitability by, among eottiengs, reducing the Compasy’
interest revenues as a result of the inabilitydd aew FFELP loans to the Company’s portfolio agdlicing guarantee and thipasty FFELF
servicing fees as a result of reduced FFELP loavicseg and origination volume. Additionally, théireination of the FFEL Program cot
reduce education loan software sales and relatesuttong fees received from lenders using the Comisasoftware products and services
certain other products and services included inGbmpanys Enrollment Services operating segment. The faitesand/or ability to recov
the Company’s goodwill, intangible assets, and othagived assets related to these activities could deeisely affected if the FFE
Program is eliminated. However, as discussed puslyoin recent years, the Company has expandedlipt® and services generated f
businesses that are not dependent upon the FFEjaPnothereby reducing legislative and politicakri

In June 2009, the Department of Education name@trapany as one of four private sector companiesded a servicing contract to sen
student loans. Beginning in August 2010, the cantvell cover the servicing on new loans originataader the Direct Loan Program
legislation is passed that all new student loagioaitions be funded through the Direct Loan Progrsenvicing loans under this contract
partially offset the loss of revenue if the FFElogam is eliminated.

Non-GAAP Performance M easur es

In accordance with the rules and regulations ofSbeurities and Exchange Commission (“SE@{® Company prepares financial staterr
in accordance with generally accepted accountingciples (“GAAP”). In addition to evaluating the @pany’s GAAPbased financii
information, management also evaluates the Company nonGAAP performance measure referred to as base cemi@. While base r
income is not a substitute for reported resultsear®@AAP, the Company provides base net income dgi@uhl information regarding i
financial results.

Base net income is the primary financial perforneamoeasure used by management to develop finantaalk,pestablish corpor:
performance targets, allocate resources, tracktsesvaluate performance, and determine incertdrepensation. The Compasyboard ¢
directors utilizes base net income to set perfoneaargets and evaluate managensepgrformance. The Company also believes ane
rating agencies, and creditors use base net indoneir evaluation of the Comparsytesults of operations. While base net incomeots
substitute for reported results under GAAP, the Gany utilizes base net income in operating its ess because base net income pe
management to make meaningful period-to-period @ispns by eliminating the temporary volatility ine Companys performance th
arises from certain items that are primarily aféecby factors beyond the control of management. dgament believes base net inci
provides additional insight into the financial perhance of the core business activities of the Gomis operations.
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The following table provides a reconciliation of @R net income (loss) to base net income (loss).

GAAP net income (loss)
Base adjustments:
Derivative market value, foreign currency,
and put option adjustments
Amortization of intangible assets
Compensation related to business combinations
Variable rate floor income, net of settlements ernivétives
Total base adjustments before income taxes
Net tax effect (a
Total base adjustments
Base net income (loss)
Discontinued operations, net of tax

Base net income, excluding discontinued operations

Earnings (loss) per share, basic and diluted:
GAAP net income (loss)
Adjustment for application of the two-class method
of computing earnings per share (b)
Total base adjustments
Base net income
Discontinued operations, net of tax

Base net income, excluding discontinued operations

(&) For 2009, income taxes are applied at 38%2B08, income taxes are applied at the consolidetfedtive tax rate.

Three months ended Nine months ended
September September September September
30, June 30, 30, 30, 30,

2009 2009 2008 2009 2008
$ 46,40« 8,20z 23,78¢ 80,06: (2,335
(2,82¢6) 34,01 (6,08%) 36,06 35,981
5,312 5,78¢E 6,59¢ 17,25: 19,71¢
— — 477 15¢ 2,52¢
— (6,042) (1,580 (7,502 (32,360)
2,48¢ 33,75¢ (590 45,97¢ 25,86¢
(859 (14,147 21€ (16,78)) (7,989
1,627 19,60¢ (372) 29,19/ 17,88t
48,03! 27,81: 23,41 109,25¢ 15,55(
— — — — (981)
$ 48,03 27,81: 23,41 109,25¢ 14,56¢
$ 0.9¢ 0.1¢€ 0.4¢ 1.6C (0.0%)
0.01 — — 0.0z —
0.0z 0.4C (0.07) 0.5¢ 0.3¢€
0.97 0.5€ 0.47 2.21 0.31
— — — — (0.02)
$ 0.97 0.5¢€ 0.47 2.21 0.2¢

(b) On January 1, 2009, the Company began applyiagwo<€lass method of computing earnings per share. Pddod earning
per share data was retroactively adjusted. Thedass method requires the calculation of sepatateiregys per share amou
for unvested share-based awards and for commork.stérvested sharbased awards that contain nonforfeitable righ
dividends are considered securities which partteip@a undistributed earnings with common stock. GAet earnings (loss) |
share in the above table represents earnings pee slttributable to common stockholders. The anfjast to base net incol
reflects the earnings (loss) allocated to unvesgstticted stockholders.
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The following table summarizes the impact to bastemcome of restructuring and liquidity relatecales recognized by the Company.

Three months ended Nine months ended
September September September September
30, June 30, 30, 30, 30,
2009 2009 2008 2009 2008
Base net income, excluding discontinued operations $ 48,03 27,81: 23,41 109,25¢ 14,56¢
Adjusted base adjustments:
Restructuring charges 3,34( 3,28¢ (5) 6,62¢ 25,94.
Liquidity related charges (a) — — — — 47,49
Adjusted base adjustments before income taxes 3,34( 3,28¢ (5) 6,62¢ 73,43¢
Net tax effect (b (1,159 (1,37¢) 2 (2,419 (22,75)
Total adjusted base adjustments 2,18¢ 1,91C (3) 4,20¢ 50,67
Base net income, excluding discontinued operations,
restructuring
charges (net of tax), and liquidity related charn@es of
tax) $ 50,21; 29,72: 23,41( 113,46! 65,24¢
Earnings per share, basic and diluted:
Base net income, excluding discontinued operations $ 0.97 0.5€ 0.47 2.21 0.2¢
Total adjusted base adjustments 0.04 0.04 — 0.0¢ 1.04
Base net income, excluding discontinued operations,
restructuring
charges (net of tax), and liquidity related changes of
tax) $ 1.01 0.6C 0.47 2.3C 1.3¢

(a) During March and April 2008, the Company sold $tiifion (par value) of federally insured studenéms in order t
reduce the amount of student loans remaining utideCompany’s multiear committed financing facility for FFEI
loans, which reduced the Compasmgxposure related to certain equity support pronssincluded in this facility. Tt
sale of these loans resulted in a loss of $47 .Bomil

(b) For 2009, income taxes are applied at 38%2B08, income taxes are applied at the consolidzffedtive tax rate.
Limitations of Base Net Income

While GAAP provides a uniform, comprehensive badisiccounting, for the reasons discussed aboveagement believes that base
income is an important additional tool for provigia more complete understanding of the Commargsults of operations. Nevertheless,
net income is subject to certain general and spetihitations that investors should carefully camtes. For example, unlike financ
accounting, there is no comprehensive, authoréajividance for management reporting. The Compgagse net income is not a defined 1
within GAAP and may not be comparable to similaitied measures reported by other companies. Invgstherefore, may not be able
compare the Comparg/performance with that of other companies basexh Uqase net income. Base net income results ayenoshnt t
supplement GAAP results by providing additionaloimiation regarding the operational and performandgators that are most clos
monitored and used by the Compangianagement and board of directors to assesgmearfoe and information which the Company beli
is important to analysts, rating agencies, anditned

Other limitations of base net income arise from gpecific adjustments that management makes to GRe&Rlts to derive base net incc
results. These differences are described below.

Differences between GAAP and Base Net Income
Managemens financial planning and evaluation of operatinguts does not take into account the following gelbecause their volatili

and/or inherent uncertainty affect the period-toigmbcomparability of the Comparg/results of operations. A more detailed discusefahe
differences between GAAP and base net income fallow
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Derivative market value, foreign currency, and put option adjustments : “ Base net incomeéxcludes the periodic unrealized gains
losses that are caused by the change in fair valuderivatives used in the Compasiyisk management strategy in which the Companyg
not qualify for “hedge treatmentinder GAAP. Changes in fair value of derivativetinsients should be recognized currently in eart
unless specific hedge accounting criteria are ife¢. Company maintains an overall interest rate miskhagement strategy that incorpor
the use of derivative instruments to reduce th@eweuc effect of interest rate volatility. Derivagivinstruments primarily used by the Comg
include interest rate swaps, basis swaps, and-ctossncy interest rate swaps. Management has stagctall of the Company's derivat
transactions with the intent that each is econoliyiedfective. However, the Company does not qyaiié derivatives for “hedge treatment,”
and the stand-alone derivative must be markeahdodket in the income statement with no considematio the corresponding change in
value of the hedged item. The Company believesetipgint-intime estimates of asset and liability values that subject to interest r:
fluctuations make it difficult to evaluate the omgpresults of operations against its business afahaffect the period-tperiod comparabilit
of the results of operations. Included in “baseinebme” are the economic effects of the Compamgrivative instruments, which inclu
any cash paid or received being recognized as panse or revenue upon actual derivative settlem@hisse settlements are include
“Derivative settlements, net” on the attached ctidated statements of operations.

“Base net income” excludes the foreign currencyndetion gains or losses caused by the re-measnrenofiethe Company’s Euro-
denominated bonds to U.S. dollars. In connectioth whe issuance of the Euro-denominated bondsCtirapany has entered into cross-
currency interest rate swaps. Under the terms edatagreements, the principal payments on the @&mominated notes will effectively
paid at the exchange rate in effect at the issudat®of the bonds. The crossrrency interest rate swaps also convert theifigatte paid o
the Euro-denominated bonds (EURIBOR index) to ateinbased on LIBOR. Included in “base net incorme the economic effects of ¢
cash paid or received being recognized as an egpansevenue upon actual settlements of the aosency interest rate swaps. Tr
settlements are included in “Derivative settlementt” on the attached consolidated statements of opagatldowever, the gains or los
caused by the re-measurement of the Euro-denordihateds to U.S. dollars and the change in markeewvaf the crossurrency interest ra
swaps are excluded from “base net income” as thmapaay believes the point-time estimates of value that are subject to cuyrente
fluctuations related to these financial instrumentke it difficult to evaluate the ongoing resulfperations against the Compasmpusines
plan and affect the period-to-period comparabitifithe results of operations. The re-measuremettieEurodenominated bonds correle
with the change in fair value of the cragsrency interest rate swaps. However, the Compeitiyexperience unrealized gains or los
related to the cross-currency interest rate swidpe itwo underlying indices (and related forwawmive) do not move in parallel.

In 2008, “base net incomellso excluded the change in fair value of put otitssued by the Company for certain business sitiguis. Thi
put options were valued by the Company each rempperiod using a Blackcholes pricing model. Therefore, the fair valug¢hafse optior
were primarily affected by the strike price andnesf the underlying option, the Compasystock price, and the dividend yield and vola
of the Company’s stock. The Company believed thpmset-intime estimates of value were subject to fluctuatiamich made it difficult t
evaluate the ongoing results of operations agémesCompany’s business plans and affected the gpéwiperiod comparability of the rest
of operations. In 2008, the Company settled ailtobbligations related to these put options.
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The gains and/or losses included in “Derivative kativalue, foreign currency, and put option adjwesite” on the attached consolida
statements of operations are primarily caused tgrast rate and currency volatility, changes inuhkie of put options based on the in
used in the Blackscholes pricing model, as well as the volume anchdeof put options and of derivatives not receiviregige treatmet
“Base net incomeéxcludes these unrealized gains and losses araddsdhe effect of interest rate, currency, andoptibn volatility on th
fair value of such instruments during the periodder GAAP, the effects of these factors on thevfalue of the put options and the deriva
instruments (but not the underlying hedged itemjite® show more volatility in the short term.

Amortization of intangible assets : “Base net incomeexcludes the amortization of acquired intangiblekich arises primarily from tt
acquisition of definite life intangible assets ionoection with the Comparg/acquisitions, since the Company feels that shelnges do ni
drive the Company’s operating performance on a-kemng basis and can affect the period-to-periodamability of the results of operations.

Compensation related to business combinations : The Company has structured certain business comdrisain which the considerati
paid has been dependent on the sellmrtinued employment with the Company. As suchytilae of the consideration paid is recognize
compensation expense by the Company over the ténineoapplicable employment agreement. “Base nedne” excludes this expen
because the Company believes such charges do imetitr operating performance on a long-term basid can affect the period-ferioc
comparability of the results of operations. If thempany did not enter into the employment agreesnientonnection with the acquisition,
amount paid to these former shareholders of theisad entity would have been recorded by the Com@anadditional consideration of
acquired entity, thus, not having an effect on@oenpany’s results of operations.

Variable rate floor income, net of settlements on derivatives: Loans that reset annually on July 1 can generatessxspread incor
compared with the rate based on the special alloev@ayment formula in declining interest rate emwvinents. The Company refers to
additional income as variable-rate floor incomee TWompany excludes varialiate floor income, net of settlements paid on dgives use
to hedge student loan assets earning variabldloateincome, from its “base net income” since theing and amount of variablete flool
income (if any) is uncertain, it has been elimidaby legislation for all loans originated on andeafApril 1, 2006, and it is in excess
expected spreads. In addition, because variaéefloor income is subject to the underlying fatethe subject loans being reset annuall
July 1, it is a factor beyond the Company’s conivblch can affect the period-to-period comparapitif results of operations.

Prior to October 1, 2008, variable rate floor ineowas calculated by the Company on a statutory mamxi basis. However, as a result of
disruption in the capital markets beginning in AsgA007, the full benefit of variable rate floocame calculated on a statutory maxin
basis has not been realized by the Company dueetavidening of the spread between short term istawe indices and the Compasy’
actual cost of funds. As a result of the ongointatility of interest rates, effective October 1,08) the Company changed its calculatio
variable rate floor income to better reflect thersmmic benefit received by the Company. The econdmnefit received by the Comp:
related to variable rate floor income was $0.1 iomillfor the three months ended September 30, 208085@.5 million and $25.7 million f
the nine months ended September 30, 2009 and 2} ctively. There was no economic benefit reckbyethe Company related to varie
rate floor income for the three months ended SelpéerB0, 2009. Variable rate floor income calculatadh statutory maximum basis was ¢
million and $1.6 million for the three months endgeptember 30, 2009 and 2008, respectively, and$ailion and $42.3 million for th
nine months ended September 30, 2009 and 200&atdsgly. For the three months ended June 30, 2B@9economic benefit received
the Company related to variable rate floor incormas 6.0 million, whereas variable rate floor incocadculated on a statutory maxim
basis for the same period was $13.0 million. BeigigrOctober 1, 2008, the economic benefit receivgdhe Company has been use
determine base net income.
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The Company has used derivative instruments to énedgiable rate floor income during certain perioBsiring the nine months enc
September 30, 2008, the Company made paymentte(setits) of $10.0 million on such derivatives. Thettlements are netted v
variable-rate floor income and are excluded froms#net income.”

Discontinued operations: In May 2007, the Company sold EDULINX. As a resflthis transaction, the results of operationsEBULINX
are reported as discontinued operations for albdsrpresented. The Company presents “base nanafoexcluding discontinued operatic
since the operations and cash flows of EDULINX hbgen eliminated from the ongoing operations ofGbhenpany.

Operating Segments

The Company has five operating segments as foll&tsdent Loan and Guaranty Servicing, Tuition Paynferocessing and Camj
Commerce, Enrollment Services, Software and TeehrBervices, and Asset Generation and Managemdrd. Jompanys operatin
segments are defined by the products and senvimss dffer or the types of customers they serve, theg reflect the manner in whi
financial information is currently evaluated by ragement. The accounting policies of the Compamygerating segments are the san
those described in the summary of significant antiag policies included in the Compasytonsolidated financial statements included il
Company’s Annual Report on Form XOfor the year ended December 31, 2008. Intersegnesenues are charged by a segment to ar
segment that provides the product or service. detgnent revenues and expenses are included wabimsegment consistent with the inc
statement presentation provided to management.désain management structure or allocation methailedoand procedures may resu
changes in reported segment financial information.

The management reporting process measures thamparioe of the Company‘operating segments based on the managemenustroétthe
Company as well as the methodology used by managetoeevaluate performance and allocate resoutdesiagement, including tl
Company’s chief operating decision maker, evaluttiesperformance of the Compasyoperating segments based on their profitabifig
discussed further, management measures the pilifijtadif the Companys operating segments based on base net incomerdiugly,
information regarding the Company’s operating sagmsés provided based on base net income. The Qumytpdase net income is nc
defined term within GAAP and may not be compardblsimilarly titted measures reported by other camps. Unlike financial accountir
there is no comprehensive, authoritative guidancenanagement reporting.
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Fee Generating Operating Segments

Historically, the Company generated the majorityitefrevenue from net interest income earned irAgset Generation and Managen
operating segment. In recent years, the Companyriaae several acquisitions that have expanded dhep&nys products and services
has diversified its revenue — primarily from feeséd businesses. The Company currently offers allmarage of pre-college, icollege, an
posteollege products and services to students, famiebools, and financial institutions. These prasliand services help students
families plan and pay for their education and stisi@lan their careers. The Companproducts and services are designed to simpld
education planning and financing process and arestd on providing value to students, families, selibols throughout the education
cycle. The Company continues to diversify its searof revenue, including those generated from legsis that are not dependent t
government programs, reducing legislative and igalitrisk.

Student Loan and Guaranty Servicing

The Student Loan and Guaranty Servicing operategment provides for the servicing of the Companstudent loan portfolios and
portfolios of third parties and servicing providedguaranty agencies. The servicing and businesseps outsourcing activities include |
origination activities, loan conversion activitiegplication processing, borrower updates, paymemtessing, due diligence procedures,
claim processing. These activities are performéerially for the Companyg’ portfolio in addition to generating fee revenugew performe
for third-party clients. The guaranty servicing, servicingEut, and business process outsourcing activitielside providing software al
data center services, borrower and loan updatdapltieversion tracking services, claim processiegvices, and postefault collectiol
services to guaranty agencies. The following aeepttimary product and service offerings the Compafifigrs as part of its Student Loan .
Guaranty Servicing segment:

« Origination and servicing of FFELP loans
« Origination and servicing of non-federally insustddent loans
« Servicing and support outsourcing for guaranty agen

In June 2009, the Department of Education name@trapany as one of four private sector companiesded a servicing contract to sen
all federallyowned student loans, including FFELP loans purdhéisethe Department pursuant to ECASLA. Beginnmd\uigust 2010, tr
contract will also cover the servicing on new loanginated under the Direct Loan Program. Sergainlume will initially be allocated
the Department to servicers awarded a contractetiew performance factors such as customer sdimfialevels and default rates v
determine volume allocations over time. The contspans five years with one, fiy@ar renewal option. Servicing loans under thistream
will increase revenue earned by this segment. Heweperating margins under this contract are exget be lower than historical lev
achieved.

Tuition Payment Processing and Campus Commer ce

The Tuition Payment Processing and Campus Comnugrerating segment provides products and servicéglinstitutions and educati
seeking families manage the payment of educatistsaturing the preellege and college stages of the education lifdecyThe Compar
provides actively managed tuition payment solutiamdine payment processing, detailed informatieporting, financial needs analysis,
data integration services to K-12 and higher edacat institutions, families, and students. In didei, the Company provides customer-
focused electronic transactions, information shtgramnd account and bill presentment to collegesuangkrsities.
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Enrollment Services

The Enrollment Services segment offers productssandices that are focused on helping students gutanprepare for life after high sch
(content management and publishing and editingicesy and helping colleges recruit and retain sitsl@lead generation and recruitrr
services). Content management products and serivickegle online courses and related services. Bhiblj and editing services include
preparation study guides and essay and resumagditirvices. Lead generation products and serwimdsde vendor lead managem
services and admissions lead generation. Recruitsegnmices include pay per click marketing managememail marketing, list marketi
services, and admissions consulting.

Softwar e and Technical Services

The Software and Technical Services operating segprevides information technology products and-$&drvice technical consulting, w
core areas of business in educational loan softwahetions, business intelligence, technical cdirayliservices, and Enterprise Con
Management solutions.

Asset Generation and Management Operating Segmi

The Asset Generation and Management operating seggmeudes the acquisition, management, and owifersf the Companyg studer
loan assets. Revenues are primarily generatedtfier@ompany’s earnings from the spread, referrextihe Compang’student loan spre:
between the yield received on the student loanfgmrtand the costs associated with originatingjuiéng, and financing the student Ic
portfolio. The Company generates student loan siskedugh direct origination or through acquisiioifhe student loan assets are held
series of education lending subsidiaries desigpedifically for this purpose. In addition to theudént loan portfolio, all costs and acti
associated with the generation of assets, fundirnthase assets, and maintenance of the debt tt@msa@re included in this segment. 1
includes derivative activity and the related deiix@market value and foreign currency adjustmef® Company is also able to leverag
capital market expertise by providing investmentisaty services and other related services to thadies through a licensed broker de
subsidiary. Revenues and expenses for those funscéie also included in the Asset Generation andagl@ment segment.

Segment Operating Resul

The tables below reflect base net income for edtheoCompany’s operating segments. Reconciliadioime segment totals to the Company’
operating results in accordance with GAAP is ateduded in the tables below.
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Three months ended September 30, 2009

Fee-Based
Student Tuition " Base net
Loan Payment Software Asset Corporate income"
and Processing and Total Generation Activity Eliminations Adjustments GAAP
Guaranty and Campus Enrollment Technical Fee- and and and to GAAP Results of
Servicing Commerce Services Services Based Management Over head Reclassifications Results Operations
Total interest income $ 23 16 — — 39 144,31( 1,191 (342) — 145,19¢
Interest expense — — — — — 69,91« 6,444 (342) — 76,01¢
Net interest income (loss) 23 16 — — 39 74,39¢ (5,259) = = 69,187
Less provision for loan losses — — — — — 7,500 — — — 7,50(
Net interest income (loss) after provision
for loan losses 23 16 — — 39 66,89¢ (5,257%) — — 61,682
Other income (expense):
Loan and guaranty servicing revenue 26,387 — — — 26,381 — (381) — — 26,00¢
Tuition payment processing and campus
commerce revenue — 12,987 — — 12,987 — — — — 12,981
Enrollment services revenue — — 30,67( — 30,67( — — — — 30,67(
Software services revenue 96€ — — 3,63¢ 4,60C = — = = 4,60C
Other income 137 — — — 137 9,95¢ 99¢ — — 11,09¢
Gain (loss) on sale of loans, net — — — — — 8,78¢ — — — 8,78¢
Intersegment revenue 21,52¢ 62 13¢ 3,79% 25,51¢ — 8,35¢ (33,879 — —
Derivative market value, foreign currency,
and put option adjustments — — — — — — — — 2,82¢ 2,82¢
Derivative settlements, net — — — — — 4,914 — — — 4,914
Total other income (expense) 49,01¢ 13,04¢ 30,80¢ 7,421 100,30( 23,661 8,97% (33,874 2,82¢€ 101,88¢
Operating expenses:
Salaries and benefits 12,46¢ 6,39¢ 5,337 5,75¢ 29,96( 1,692 5,91¢ 23¢ — 37,81(
Restructure expense- severance and
contract terminination costs 2,64¢ — — 292 2,93¢ — 40z (3,340 — —
Impairment expense — — — — — — — — — —
Cost to provide enrollment services — — 20,32 — 20,32 — — — — 20,32%
Other expenses 7,61¢ 2,26t 3,26€ 77€ 13,92( 4,801 8,561 1,92¢ 531z 34,52¢
Intersegment expenses 9,39¢ 67C 55C 78€ 11,40« 20,76¢ 532 (32,707) — —
Total operating expenses 32,12¢ 9,33¢ 29,47¢ 7,61(C 78,54¢ 27,25¢ 15,42; (33,874 5,312 92,66
Income (loss) before income taxes 16,91! 3,731 LEER (183) 21,79« 63,29¢ (11,709 — (2,48¢6) 70,90
Income tax (expense) benefit (a) (6,427) (1,41%) (507) 70 (8,287) (24,059 6,97¢ — 85¢ (24,507)
Net income (loss) from continuing
operations 10,48¢ 2,318 82€ (119 13,512 39,24t (4,726 — (1,627) 46,40¢
Income from discontinued operations , net ¢
tax — — — — — — — — — —
Net income (loss) $ 10,48¢ 2,318 82€ gllﬁ) 13,51 39,24¢ !4,72() — 46,404
(a) Income taxes are applied based on 38% of inqtmes) before income taxes for the individual @ieig segments.
Three months ended September 30, 2009:
Before Tax Operating Margin 34.5% 28.6% 4.3% (2.5%) 21.71% 69.%
Before Tax Operating Margin -
excluding net interest income for
fee generating businesses and
restructure expense 39.% 28.5% 4.3% 1.5% 24.€% 69.9%
Three months ended June 30, 2009:
Before Tax Operating Margin 28.&% 21.(% 5.2% 14.%% 19.9% 55.2%
Before Tax Operating Margin -
excluding net interest income for
fee generating businesses and
restructure expense 33.7% 20.% 5.2% 19.5% 22.&% 55.2%
Three months ended September 30, 2008:
Before Tax Operating Margin 26.2% 29.7% 7.1% 5.€% 19.7% 59.8%
Before Tax Operating Margin -
excluding net interest income for
fee generating businesses 25.9% 27.4% 7.1% 5.€% 19.1% 59.8%
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Three months ended June 30, 2009

Fee-Based
Student Tuition " Base net
Loan Payment Software Asset Corporate income"
and Processing and Total Generation Activity Eliminations Adjustments GAAP
Guaranty and Campus Enrollment Technical Fee- and and and to GAAP Results of
Servicing Commerce Services Services Based Management Over head Reclassifications Results Operations
Total interest income $ 13 11 — — 24 156,23 1,312 (422) 6,04z 163,18¢
Interest expense — — — — — 98,33¢ 8,16€ (422) — 106,08:
Net interest income (loss) 13 11 — — 24 57,89¢ (6,852 — 6,042 57,107
Less provision for loan losses — — — — — 8,000 — — — 8,00(
Net interest income (loss) after provision
for loan losses 13 11 — — 24 49,89¢ (6,854) — 6,047 49,107
Other income (expense):
Loan and guaranty servicing revenue 29,18« — — — 29,18¢ — (381) — — 28,80
Tuition payment processing and campus
commerce revenue — 11,84¢ — — 11,84¢ — — — — 11,84¢
Enrollment services revenue — — 28,747 — 28,747 — — — — 28,747
Software services revenue 92t — — 5,19¢ 6,11¢ — — — — 6,11¢
Other income 24¢ — — — 24¢ 4,241 7,037 — — 11,527
Gain (loss) on sale of loans, net — — — — — (19¢) — — — (196)
Intersegment revenue 20,88t 53 2717 3,89¢ 25,11« — 8,46¢ (33,577 — —
Derivative market value, foreign currency,
and put option adjustments — — — — — — — — (34,019 (34,019
Derivative settlements, net — — — — — 9,53¢ — — — 9,53¢
Total other income (expense) 51,24¢ 11,902 29,02¢ 9,09( 101,26: 13,58( 15,11¢ (33,577) (34,017 62,37(
Operating expenses:
Salaries and benefits 13,35¢ 6,402 5,86 5,71¢ 31,33t 1,73¢ 6,234 87¢ — 40,18(
Restructure expense- severance and cont
terminination costs 2,51 — — 42z 2,93t — 358 (3,28¢) — —
Impairment expense — — — — — — — — — —
Cost to provide enrollment services — — 18,09z — 18,09: — — — — 18,092
Other expenses 11,14( 2,33¢ 3,041 83¢ 17,35¢ 5,87¢ 8,25¢ 1,807 5,78t 39,08¢
Intersegment expenses 9,48¢ 66< 50¢ 764 11,42¢ 20,732 81F (32,972) — —
Total operating expenses 36,49: 9,41( 27,504 7,73¢ 81,14¢ 28,34 15,66: (33,577) 5,78¢ 97,35¢
Income (loss) before income taxes 14,767 2,50z 1,52C 1,351 20,14( 35,13 (7,39¢) — (33,756 14,121
Income tax (expense) benefit (a) (5,612) (951) (577) (514) (7,654) (13,357) 94( = 14,147 (5,91¢)
Net income (loss) from continuing
operations 9,15t 1,551 942 837 12,48¢ 21,78: (6,456 — (19,609 8,20
Income from discontinued operations, net o
tax — — — — — — — — — —
Net income (loss) $ 9,15¢ 1,551 942 837 12,48¢ 21,78 6,45€) — (19,609 8,20%

(a) Income taxes are applied based on 38% of indéwss) before income taxes for the individual @pieig segments.
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Three months ended September 30, 2008

Fee-Based
Student Tuition " Base net
Loan Payment Software Asset Corporate income"
and Processing and Total Generation Activity Eliminations Adjustments GAAP
Guaranty and Campus Enrollment Technical Fee- and and and to GAAP Results of
Servicing Commerce Services Services Based Management Over head Reclassifications Results Operations
Total interest income $ 304 39¢ 6 — 70€ 290,03¢ 2,01C (749) 1,58( 293,58¢
Interest expense — — 1 — 1 224,27: 10,49: (74€) — 234,01t
Net interest income (loss) 304 39€ 5 — 70E 65,767 (8,487) = 1,58(C 59,57(
Less provision for loan losses = = — — — 7,000 — — — 7,000
Net interest income (loss) after provision
for loan losses 304 39€ 5 — 70E 58,76 (8,48:) — 1,58( 52,57(
Other income (expense):
Loan and guaranty servicing revenue 29,827 — — — 29,827 (13¢€) — — — 29,691
Tuition payment processing and campus
commerce revenue — 11,868 — — 11,86¢ — — — — 11,86
Enrollment services revenue — — 29,85¢ — 29,85¢ — — — — 29,85¢
Software services revenue 94z — — 4,215 5,15¢ — — — — 5,15¢
Other income 6 — — — 6 4,07¢ 1,32¢ — — 5,40¢
Intercompany revenue 18,40: 58 2 1,66( 20,122 — 15,67: (35,799 — —
Derivative market value, foreign currency,
and put option adjustments — — — — — — — — 6,08¢ 6,08¢
Derivative settlements, net — — — — — 78S — — — 78S
Total other income (expense) 49,177 11,92 29,86( 5,871 96,83t 4,732 16,99¢ (35,799 6,08t 88,85!
Operating expenses:
Salaries and benefits 13,87¢ 6,23¢ 5,80t 4,13¢ 30,05¢ 1,98 14,17¢ (1,959 477 44,73¢
Restructure expense - severance and con
termination costs — — — — — — — — — —
Impairment expense — — — — — — — — — —
Cost to provide enrollment services — — 17,90« — 17,90« — — — — 17,90«
Other expenses 10,63: 2,132 2,512 56¢ 15,84« 5,35¢ 13,477 (247) 6,59¢ 41,02¢
Intersegment expenses 11,94( 28¢ 1,50¢ 82€ 14,56 18,20( 831 (33,594 — —
Total operating expenses 36,44¢ 8,65¢ 27,73( 5,532 78,36¢ 25,53¢ 28,487 (35,799 7,07¢ 103,66¢
Income (loss) before income taxes 13,03¢ 3,661 2,13t 34t 19,17« 37,96 (19,979 — 59C 37,75¢
Income tax (expense) benefit (a) (4,827) (1,354) (79C) (12¢€) (7,09%) (14,047) 7,391 — (218) (13,969)
Net income (loss) from continuing
operations 8,21( 2,307 1,34t 217 12,07¢ 23,91¢ (12,584 — 372 23,78t
Income from discontinued operations, net o
tax — — — — — — — — — —
Net income (loss) $ 8,21( 2,307 1,34% 217 12,07¢ 23,91¢ 12,58¢) — 372 23,78¢

(a) Income taxes are applied based on the consetidsfective tax rate to income (loss) before

income taxes.
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Nine months ended September 30, 2009

Fee-Based
Student Tuition " Base net
Loan Payment Software Asset Corporate income"
and Processing and Total Generation Activity Eliminations Adjustments GAAP
Guaranty and Campus Enrollment Technical Fee- and and and to GAAP Results of
Servicing Commerce Services Services Based Management Over head Reclassifications Results Operations
Total interest income $ 10z 57 — — 15¢ 473,13( 3,93( (1,329 7,50z 483,39;
Interest expense — — — — — 306,84¢ 23,07¢ (1,322 — 328,60(
Net interest income (loss) 10z 57 — — 15¢ 166,28 (19,14%) = 7,502 154,79°
Less provision for loan losses = — — — — 23,000 — — — 23,00(
Net interest income (loss) after provision
for loan losses 10z 57 — — 15¢ 143,28¢ (19,14¢%) — 7,50z 131,79
Other income (expense):
Loan and guaranty servicing revenue 82,42¢ — — — 82,42« — (1,149 — — 81,28(
Tuition payment processing and campus
commerce revenue — 40,37: — — 40,37: — — — — 40,37¢
Enrollment services revenue — — 88,18¢ — 88,18t — — — — 88,18¢
Software services revenue 2,76¢ — — 13,65¢ 16,42¢ — — — — 16,42¢
Other income 49¢ — — — 49¢ 18,851 20,13¢ — — 39,48
Gain (loss) on sale of loans, net — — — — — 8,38¢ — — — 8,38¢
Intersegment revenue 62,29 17z 41€ 10,81¢ 73,69 — 25,73¢ (99,43) — —
Derivative market value, foreign currency,
and put option adjustments — — — — — — — — (36,067) (36,067
Derivative settlements, net = — — — — 38,801 — — — 38,801
Total other income (expense) 147,97¢ 40,54¢ 88,60 24,47 301,59¢ 66,044 44,72¢ (99,43) (36,067) 276,87«
Operating expenses:
Salaries and benefits 40,527 19,34¢ 17,29t 16,65¢ 93,82¢ 5,202 18,42( (1,390 15¢ 116,21¢
Restructure expense- severance and cont
termination costs 5,15¢ — — 714 5,87 — 758 (6,62¢) — —
Impairment expense — — — — — — — — — —
Cost to provide enrollment services — — 56,20¢ — 56,20¢ — — — — 56,20¢
Other expenses 27,35( 7,01z 9,60z 2,29: 46,25¢ 15,63t 27,281 3,73¢ 17,25: 110,16t
Intersegment expenses 28,35 1,962 1,604 2,19¢ 34,111 59,37 1,66 (95,149 — —
Total operating expenses 101,38t 28,32( 84,70¢ 21,857 236,27+ 80,21( 48,12¢ (99,43)) 17,410 282,58¢
Income (loss) before income taxes 46,69! 12,28: 3,89t 2,614 65,48¢ 129,11¢ (22,54 — (45,97% 126,08:
Income tax (expense) benefit (a) (17,744 (4,667) (1,480) (9949) (24,88%) (49,066 11,15( — 16,78 (46,020)
Net income (loss) from continuing
operations 28,94¢ 7,61% 2,41t 1,62( 40,59¢ 80,05z (11,39% — (29,199 80,06:
Income from discontinued operations, net o
tax — — — — — — — — — —
Net income (loss) $ 28,94¢ 7,61 2,41% 1,62( 40,59¢ 80,05 11,39%) — 129,191) 80,06%

(a) Income taxes are applied based on 38% if incoss) before taxes for the individual operating
segments.

Nine months ended September 30, 2009:
Before Tax Operating Margin 31.5% 30.2% 4.4% 10.7% 21.7% 61.7%
Before Tax Operating Margin -
excluding net interest income for fee

generating
businesses and restructure expense 35.(% 30.2% 4.4% 13.€% 23.6% 61.7%
Nine months ended September 30, 2008:
Before Tax Operating Margin 22.5% 33.% 4.1% 13.6% 17.€% 32.6%

Before Tax Operating Margin -
excluding net interest income for fee
generating
businesses, restructure expense,
impairment expense,
and the loss on sale of loans in the fi
quarter
of 2008 26.1% 30.2% 4.4% 16.C% 19.4% 56.2%
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Nine months ended September 30, 2008

Fee-Based
Student Tuition " Base net
Loan Payment Software Asset Corporate income"
and Processing and Total Generation Activity Eliminations Adjustments GAAP
Guaranty and Campus Enrollment Technical Fee- and and and to GAAP Results of
Servicing Commerce Services Services Based Management Over head Reclassifications Results Operations
Total interest income $ 1,16( 1,471 16 — 2,647 892,69( 4,781 (1,389 42,32¢ 941,05«
Interest expense — — 3 — 3 762,68¢ 30,31¢ (1,389 — 791,62.
Net interest income (loss) 1,16( 1,471 13 — 2,64« 130,00: (25,537) = 42,32t 149,43¢
Less provision for loan losses = — — — — 18,00( — — — 18,000
Net interest income (loss) after provision
for loan losses 1,16( 1,471 13 — 2,644 112,00 (25,537) — 42,328 131,43!
Other income (expense):
Loan and guaranty servicing revenue 78,14° — — — 78,147 26 — — — 78,17¢
Tuition payment processing and campus
commerce revenue — 35,98( — — 35,98( — — — — 35,98(
Enrollment services revenue — — 83,14¢ — 83,14¢ — — — — 83,14¢
Software services revenue 3,47 — 37 15,82¢ 19,34: — — — — 19,34:
Other income 44 — — — 44 13,781 3,95¢ — — 17,781
Gain (loss) on sale of loans, net — — — — — (47,42¢) — — — (47,426
Intersegment revenue 57,00¢ 242 2 4,99% 62,24¢ — 46,84% (109,089 — —
Derivative market value, foreign currency,
and put option adjustments — — — — — 46€ — — (35,987) (35,527)
Derivative settlements, net — — — — — 55,954 — — (9,96¢) 45,98¢
Total other income (expense) 138,67t 36,22: 83,181 20,82: 278,90t 22,801 50,79¢ (109,089 (45,957) 197,47
Operating expenses:
Salaries and benefits 40,36 17,45( 18,701 14,03: 90,547 6,157 41,58: 1,328 2,52 142,13:
Restructure expense- severence and cont
terminination costs 747 — 282 487 1,51¢ 1,84% 3,74¢ (7,107) — —
Impairment expense 5,074 — — — 5,07¢ 9,351 4,40¢ — — 18,83¢
Cost to provide enrollment services — — 48,06: — 48,06: — — — — 48,06
Other expenses 27,13( 6,74 7,801 1,901 43,57¢ 15,79¢ 42,26 51 19,71¢ 121,40:
Intersegment expenses 35,04( 1,04 4,93¢€ 1,56 42,580 57,75¢ 3,01¢ (103,35 — —
Total operating expenses 108,35¢ 25,23¢ 79,78 17,98: 231,35° 90,90( 95,017 (109,08%) 22,247 330,42¢
Income (loss) before income taxes 31,48( 12,45¢ 3,41¢ 2,84( 50,19% 43,90¢ (69,75%) — (25,869 (1,529
Income tax (expense) benefit (a) (10,547 (4,08]) (1,187) (902) (16,717) (15,889 22,82¢ — 7,98¢ (1,799
Net income (loss) from continuing
operations 20,93¢ 8,374 2,231 1,93¢ 33,48: 28,01¢ (46,937) — (17,885 (3,316
Income from discontinued operations, net o
tax — — — — — — — — 981 981
Net income (loss) $ 20,93¢ 8,37¢ 2,231 1,93¢ 33,48 28,01¢ 46,937) — 116,901) 12,335)

(a) Income taxes are applied based on the consetiddfective tax rate to income (loss) before
income taxes.

Corporate Activity and Overhead in the previouddalprimarily includes the following items:

« Income earned on certain investment activities

» Interest expense incurred on unsecured debt tramissc

« Other products and service offerings that are opsitlered operating segments

» Certain corporate activities and unallocated ovadhfeinctions related to executive management, huesources, accounti
and finance, legal, marketing, and corporate teldgyosupport
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The adjustments required to reconcile from the Camygjs base net income measure to its GAAP results efatipns relate to differir
treatments for derivatives, foreign currency tratisa adjustments, amortization of intangible assdiscontinued operations, and cel
other items that management does not consideraluating the Company’s operating results. See “IB#AP Performance Measureshe

following tables reflect adjustments associatedhliese areas by operating segment and Corporétgthand Overhead:

Student Tuition
Loan Payment Software Asset Corporate
and Processing and Generation Activity
Guaranty and Campus Enrollment Technical and and
Servicing Commerce Services Services M anagement Over head Total
Three months ended September 30, 2009

Derivative market value, foreign currency, and

put option adjustments $ — — — — (2,826) — (2,82€)
Amortization of intangible assets 1,07¢ 1,84z 2,251 141 — — 5,312
Compensation related to business combinations — — — — — — —
Variable-rate floor income, net of settlements on
derivatives = — - — — — —_
Income from discontinued operations, net of tax — — — — — — —
Net tax effect (a (410) (700) (85E) (54) 1,074 86 (859)
Total adjustments to GAAP $ 66€ 1,142 1,39¢ 87 (1,7572) 86 1,621

Three months ended June 30, 2009

Derivative market value, foreign currency, and

put option adjustments $ — — — — 35,44t (1,439 34,01
Amortization of intangible assets 1,07¢ 1,86¢ 2,701 13€ — — 5,78t
Compensation related to business combinations — — — — — — —
Variable-rate floor income, net of settlements on
derivatives — — — — (6,047) — (6,042
Income from discontinued operations, net of tax — — — — — — —
Net tax effect (a (410) (710) (1,027) (52) (11,177 (775) (14,14°)
Total adjustments to GAAP $ 66¢ 1,15¢ 1,674 84 18,23( (2,207%) 19,60¢

Three months ended September 30, 2008

Derivative market value, foreign currency, and

put option adjustments $ — — — — (9,030 2,94k (6,085)
Amortization of intangible assets 1,16t 1,88¢ 3,25¢ 28€ — — 6,59¢
Compensation related to business combinations — — — — — 477 477
Variable-rate floor income, net of settlements on
derivatives — — — — (1,580 — (1,580
Income from discontinued operations, net of tax — — — — — — —
Net tax effect (a (432) (69€) (1,205) (10€) 3,92¢ (1,26€) 21¢
Total adjustments to GAAP $ 733 1,19(C 2,058 18C (6,689 2,15¢ (372

(a) For 2009, income taxes are based on 38% of incdoss)(before income taxes for the individual ogaasegments. For 20(
income taxes are applied to the individual opegaiegments using the Compasigonsolidated effective tax rate for each apple

period.
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Student Tuition
Loan Payment Software Asset Corporate
and Processing Generation Activity
Guaranty and Campus Enrollment Technical and and
Servicing Commerce Services Services Management Overhead Total
Nine months ended September 30, 2009

Derivative market value, foreign currency, and

put option adjustments $ — — — — 37,49¢ (1,437 36,067
Amortization of intangible assets 3,23¢ 5,59¢ 7,994 4232 — — 17,25
Compensation related to business combinations — — — — — 15¢ 15¢
Variable-rate floor income, net of settlements on
derivatives — — — — (7,502) — (7,502)
Income (loss) from discontinued operations, net ¢
tax — — — — — — —
Net tax effect (a (1,230 (2,127) (3,037 (161) (11,399 1,17 (16,787)
Total adjustments to GAAP $ 2006 _ 3471 _ 4957 _ 26z 1859 (100 29,194

Nine months ended September 30, 2008

Derivative market value, foreign currency, and

put option adjustments $ — — — — 32,50+ 3,48t 35,98
Amortization of intangible assets 3,58¢ 5,937 9,197 85¢ 14E — 19,71¢
Compensation related to business combinations —_ —_ —_ — — 2,52 2,52
Variable-rate floor income, net of settlements on
derivatives — — — — (32,360) — (32,360)
Loss from discontinued operations, net of tax (982) — — — — — (981)
Net tax effect (a (1,182) (1,959 (3,045 (284) 54¢ (2,067%) (7,989
Total adjustments to GAAP $ 1,42 3,98t 6,14¢ 574 837 3,93¢ 16,90«

(&) For 2009, income taxes are based on 38% of incdoss)(before income taxes for the individual ogamasegments. For 20(
income taxes are applied to the individual opegasegments using the Compasgonsolidated effective tax rate for each apple
period.

Other Income

The following table summarizes the components tfiéoincome” included in the attached condensedaaated statements of operations.

Three months ended Nine months ended
September September September September
30, June 30, 30, 30, 30,
2009 2009 2008 2009 2008

Gains on debt repurchases $ 5,24¢ 5,862 — 19,18¢ —
Borrower late fee income 2,85¢ 2,75¢ 2,74¢ 8,64¢ 8,907
Gain on sale of equity method investment — — — 3,50( —
Other 2,987 2,907 2,66( 8,15( 8,88(
Other income $ 11,09¢ 11,52; 5,40¢ 39,48 17,78:
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Derivative Market Value, Foreign Currency, and Put Option Adjustments

The following table summarizes the components daritcate market value, foreign currency, and pufospadjustments’included in th
attached condensed consolidated statements oftmpera

Three months ended Nine months ended
September September September September
30, June 30, 30, 30, 30,
2009 2009 2008 2009 2008
Change in fair value of derivatives $ 42,18: 29,85 (119,86) 19,91% (72,399
Foreign currency transaction adjustment (39,35¢) (63,865 128,89: (55,979 40,36:
Change in fair value of put options
issued in business acquisitions — — (2,94%) — (3,489
Derivative market value, foreign currency,
and put option adjustments $ 2,82¢ (34,019 6,08t (36,067 (35,52))

Student L oans Receivable

Student loans receivable includes all student laamsed by or on behalf of the Company and inclutiesunamortized cost of acquisitior
origination less an allowance for loan losses. fbitlewing table describes the components of the Gamy’s loan portfolio:

Asof September 30, 2009
Originated 2008-2009

Originated between Academic 2009-2010
prior to 10/1/07 year loans - Academic
and 6/3/08 held for sale year loans
Total 10/1/07 (@) (b) (b)
Federally insured:
Stafford $ 8,321,66 32.8% $ 6,140,86! 452,55t 1,445,08I 283,16
PLUS/SLS 615,51 2.4% 369,33! 47,58t 162,08¢ 36,50¢
Consolidation 15,965,19 62.9% 15,778,15 187,03. — —
Total federally insured 24,902,37 98.1% $ 22,288,36 687,17! 1,607,16! 319,66t
100.(% 89.4% 2.8% 6.5% 1.3%

Non-federally insured 167,11 0.7%

Total student loans receivable
(gross) 25,069,48 98.7%

Unamortized premiums and deferrec
origination costs - held for

investment 352,06t 1.4%
Unamortized premiums and deferrec
origination costs - held for sale 20,62¢ 0.1%
Allowance for loan losses:
Federally insured (29,01Y (0.1%)
Non-federally insured (21,109 (0.1%)
Total student loans receivable (r $ 25,392,05 100.(%
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Asof December 31, 2008

Originated
Originated between 2008-2009
prior to 10/1/07 Academic
and 6/3/08
Total 10/1/07 (@ year loans
Federally insured:
Stafford $ 7,602,56! 29.% $ 6,641,81 390,65¢ 570,09:
PLUS/SLS 527,67( 2.1% 412,14. 48,34¢ 67,18
Consolidation 16,657,70 65.5% 16,614,95 42,75! —
Total federally insured 24,787,94 97.5% $23,668,90 481,75° 637,27!
100.(% 95.5% 1.9% 2.6%
Non-federally insured 273,10¢ 1.1%
Total student loans receivable (gross) 25,061,04 98.6%
Unamortized premiums and deferred
origination costs 402,88: 1.€%
Allowance for loan losses:
Federally insured (25,57 (0.1%)
Non-federally insured (25,34 (0.1%)
Total student loans receivable (net) $25,413,00 100.(%
Asof September 30, 2008
Originated  Originated
prior to 10/1/2007
and after
Total 10/1/07 (a)
Federally insured:
Stafford $ 7,469,31 28.2% $ 6,780,21. 689,09
PLUS/SLS 513,10 1.9% 428,03 85,06¢
Consolidation 17,743,47 67.%% 17,427,44 316,03:
Total federally insured 25,725,89 97.5% $24,635,69 1,090,109.
100.(% 95.8% 4.2%
Non-federally insured 275,52( 1.C%
Total student loans receivable (gross) 26,001,41 98.6%
Unamortized premiums and deferred
origination costs 423,92t 1.6%
Allowance for loan losses:
Federally insured (24,36¢) (0.1%)
Non-federally insured (24,709 (0.19%)
Total student loans receivable (net) $26,376,26 100.(%

(&) Federally insured student loans originated on tar&ctober 1, 2007 earn a reduced annual yieidrasult of the enactme
of the College Cost Reduction and Access Act of72d0September 2007.

(b) 2008-2009 and 2002010 academic year loans are eligible to be ppeied and sold to the Department undel
Department’s Participation and Purchase ProgranssofASeptember 30, 2009, the 20889 academic year loans
classified as held for sale as they were soldedxbpartment under the DepartmeriRurchase Program in October 200¢
of September 30, 2009, the 2009-2010 academic Ipaas are classified as loans held for investmertheé Company



consolidated balance sheet.
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Origination and Acquisition

The Company originates and acquires loans throwglows methods and channels including: (i) direetdnsumer channel (in which 1
Company originates student loans directly with shidand parent borrowers), (ii) campus based aigin channels, and (iii) spot purchases.

The Company will originate or acquire loans throuighcampus based channel either directly underabries brand names or through ot
originating lenders. In addition to its brands, thempany acquires student loans from lenders tonwtiee Company provides market
and/or origination services established throughouar contracts. Branding partners are lenders fuclhvthe Company acts as a marke
agent in specified geographic areas. A forward flemder is one for whom the Company provides o&tilon services but provides
marketing services or whom simply agrees to salh$oto the Company under forward sale commitmd@itts. following table sets forth t

activity of loans originated or acquired througlecleaf the Company’s channels:

Three months ended Nine months ended
September September September September
30, June 30, 30, 30, 30,
2009 2009 2008 2009 2008
Beginning balance $25,299,53 25,274,17 25,612,12 25,061,04 26,329,21
Direct channel:
Consolidation loan originations — — 44 — 69,07
Less consolidation of existing portfolio — — (27) — (28,479
Net consolidation loan originations — — 17 — 40,59¢
Stafford/PLUS loan originations 496,72( 256,84« 416,72: 1,295,15! 952,05(
Branding partner channel 70,21 183,25¢ 334,68! 665,78t¢ 935,99
Forward flow channel 75,26( 51,04« 114,48¢ 126,30: 517,54¢
Other channels 19,257 6,56¢ — 39,627 55,92;
Total channel acquisitions 661,45 497,71 865,91: 2,126,87! 2,502,11.
Repayments, claims, capitalized interest, partt@pa, and
other (261,92) (385,04)) (369,94()  (1,198,89) (1,255,18)
Consolidation loans lost to external parties (149,98, (67,07 (106,68, (322,57)) (282,95)
Loans sold (479,60 (20,23:) — (596,97H)  (1,291,77)
Ending balance $25,069,48  25,299,53  26,001,41  25,069,48  26,001,41




Student L oan Spread

The following table analyzes the student loan sp@athe Companyg’ portfolio of student loans and represents theagbon assets earne:
conjunction with the liabilities and derivative fngments used to fund the assets.

Three months ended Nine months ended
September September September September
30, June 30, 30, 30, 30,
2009 2009 2008 2009 2008
Variable student loan yield 2.64% 2.94% 5.22% 2.95% 5.5%%
Consolidation rebate fees (0.6¢) (0.70) (0.72) (0.70 (0.79
Premium and deferred origination costs amortization (0.37) (0.27) (0.3%) (0.29) (0.3%)
Variable student loan net yield 1.6% 1.97 4.1¢ 1.9¢ 4.4¢
Student loan cost of funds - interest expense (1.07) (1.52) (3.30) (1.5¢) (3.79
Student loan cost of funds - derivative settlements 0.0¢ 0.1t 0.0¢€ 0.2C 0.2t
Variable student loan spread 0.6¢€ 0.6C 0.94 0.5¢ 0.97
Variable-rate floor income, net of
settlements on derivatives (a) — (0.10 — (0.09 (0.0¢)
Fixed rate floor income, net of
settlements on derivatives 0.61 0.5¢ 0.1C 0.5¢€ 0.1:
Core student loan spread 1.27% 1.09% 1.04% 1.1(% 1.02%
Average balance of student loans (in thousands) $25,056,83 25,123,38 26,035,00 25,148,70 26,220,48
Average balance of debt outstanding (in thousands) 25,677,21 15,683,99 26,769,95 25,704,82 27,120,34

() As a result of the ongoing volatility of interesttes, effective October 1, 2008, the Company cléitgecalculation of variable re
floor income to better reflect the economic benefiteived by the Company. The economic benefitivedeby the Company relat
to variable rate floor income was $0.1 million tbe three months ended September 30, 2008 anch#llidn and $25.7 million fc
the nine months ended September 30, 2009 and 2898 ctively. There was no economic benefit recebwethe Company relat
to variable rate floor income for the three monginsled September 30, 2009. Variable rate floor ircaalculated on a statut
maximum basis was $0.1 million and $1.6 million foe three months ended September 30, 2009 and &&jfectively, andp23.¢
million and $42.3 million for the nine months ended Septm30, 2009 and 2008, respectively. For the threeths ended June .
2009, the economic benefit received by the Compalated to variable rate floor income was $6.0 ionl] whereas variable r¢
floor income calculated on a statutory maximum ddsr the same period was $13.0 million. Beginnidgtober 1, 2008, ti
economic benefit received by the Company has beed to determine base net income. For the studantdpread analysis shc
above, variableate floor income for prior periods was changeddftect the economic benefit to conform to the eatrperios
presentation.
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