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Item 2.02 Results of Operations and Financial Conton.

On November 7, 2013 , Nelnet, Inc. (the “Compangsued a press release with respect to its finhresalts for th
guarter ended September 30, 203copy of the press release is furnished as Hx@#h1 to this report. In addition
copy of the supplemental financial information tbe quarter ended September 30, 20@#ich was made availal
on the Company's website at www.nelnetinvestors.oanNovember 7, 2018 connection with the press releast
furnished as Exhibit 99.2 to this report.

The above information and Exhibits 99.1 and 99&llstot be deemed filed for purposes of Sectiooflie Securitie
Exchange Act of 1934 (the “Exchange Actifior shall such information and Exhibits be deemexbiporated k
reference in any filing under the Securities Actl&83 or the Exchange Act, except as shall be ssjyraet forth b
specific reference in such a filing. In additionfarmation on the Company's website is not incaafem by referenc
into this report and should not be considered @fatis report.

Certain statements contained in the exhibits flwedswith this report may be considered forward iogkn nature ar
are subject to various risks, uncertainties, anslragtions. Should one or more of these risks oretaintie:
materialize, or should underlying assumptions prioerrect, the Company's actual results may vaayenmlly fron
those anticipated, estimated, or expected. Amoadcdy risks and uncertainties that may have a tirearing on tr
Company's future operating results, performancdinancial condition expressed or implied by thewfarddooking
statements are the matters discussed in the RidkrBasection of the Company's Annual Report omFbdK for the
year ended December 31, 2012 filed with the SEG@oruary 28, 2013. Although the Company may frametitc
time voluntarily update its prior forwaldoking statements, it disclaims any commitmentidoso except as requil
by securities laws.

Iltem 9.01 Financial Statements and Exhibits.

(d) Exhibits. The following exhibits are furnished astpof this report:

Exhibit
No. Description

99.1 Press Release dated November 7, 2013 - “NelnetrReploird Quarter 2013 Results”
99.2 Supplemental Financial Information for the QuaBaded September 30, 2013
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Nelnet Reports Third Quarter 2013 Results
*  GAAP net income $1.35 per share; $1.48 per share@uding adjustments
» Received notice of government's intent to extend sécing contract
*  Purchased $2.7 billion of FFELP student loans throgh October 3

LINCOLN, Neb., November 7, 2013-Nelne{NYSE: NNI) today reported GAAP net income of $62:lion, or $1.35 per share, for 1
third quarter of 2013, compared with GAAP net ineoafi $36.8 million, or $0.78 per share, for the egrariod a year ago.

Excluding the derivative market value and foreignrency adjustments, net income was $69.0 millosr$1.48 per share, for the third qua
of 2013, compared with $53.1 million, or $1.12 gbare, for the same period in 2012. The compangrteg an expense from derival
market value and foreign currency adjustments o2 $8illion after tax, or $0.13 per share, for thed quarter of 2013, compared with
expense of $16.3 million after tax, or $0.34 parshfor the third quarter of 2012.

The increase in net income in 2013 compared wittR20as due to an increase in net interest incomeedaon the company’student loz
portfolio and an increase in revenue and operatiagyins from fee-based businesses.

"We are consistently delivering strong results araking progress toward key objectives: Growing driding diversification around our cc
businesses, operating with financial disciplinegd amproving the customer’s experiencesdid Mike Dunlap, Nelnet chairman and c
executive officer. More specifically, we are excited the U.S. Deparitbna Education has indicated it intends to exerdis option to exter
our servicing agreement for another five years. l@é& forward to our continued opportunity to seradlions of borrowers on behalf of t
Department.”

Nelnet operates four primary business segmentajngainterest income on student loans in its A§deteration and Management opere
segment, and felkased revenue in its Student Loan and GuarantyicBagy Tuition Payment Processing and Campus Cormeyesn
Enrollment Services operating segments.

Asset Generation and Management

A substantial portion of Nelnet's student loansfaranced for the life of the loan at terms the pamy has estimated (as of Septembe
2013) will generate significant future cash flowagfproximately $2.10 billion. During the third qtearof 2013, the company purchased .
billion of student loans. As of September 30, 201, student loan assets were $24.7 billion. Orol@st 31, 2013, the company purche
rights to the residual interest in $1.6 billionsefcuritized student loans.

Historically low interest rates are continuing t@yide an opportunity for the company to generatestantial neaterm value and cash flc
from its student loan portfolio. For the third gigairof 2013, Nelnet reported net interest incomeésd4.9 million, compared with $8!
million for the same period a year ago. Net intenesome included $37.8 million and $34.7 milliohfixed rate floor income in the thi
quarters of 2013 and 2012, respectively. Cordestuloan spread increased to 1.57 percent fothihe quarter of 2013, compared with 1
percent for the same period in 2012.

Fee-Based Operating Segments

The company reported total revenue from itsbased operating segments in the third quarter®8 2nd 2012 of $107.1 million and $1(
million, respectively. Net income from fdmsed operating segments was $17.6 million fottid quarter of 2013, up from $13.3 million
the same period in 2012. Certain intangible assétsn the company's febased operating segments became fully amortiz€912, whicl
improved net income by $2.4 million during the thgquarter of 2013, compared with the same peri@DiP.

Revenue from the company's Student Loan and Guya&aticing segment increased 21 percent, or $adli®n, to $64.6 million for th
third quarter of 2013, up from $53.3 million foretkhird quarter of 2012. The increase in revenug tva result of growth in servicing volu
under the company's contract with the U.S. DepartmEEducation (Department) and collection revefiae guaranty agencies.

As of September 30, 2013, the company was servikl@$.9 billion of loans for 5.1 million borroweos behalf of the Department, compe
with $63.6 billion of loans for 3.6 million borrowe as of September 30, 2012. Revenue from thisacinincreased to $26.0 million for -
third quarter of 2013, up from $19.1 million foreteame period a year ago.

The Department ranks the performance of its servigearterly based on five performance metricsdtemnine the loan servicing volu
allocation each servicer will receive in the foliog contract year. Based on these performance e¢settie company




achieved the first place ranking for the secondseontive contract year and will continue to beated 30 percent of new loan voll
originated by the Department during the fifth yeathe contract.

The servicing contract with the Department expiredune 2014, with a fivgear renewal at the option of the Department. Otokkr 25
2013, the company received a letter from the Depamt notifying the company of the Department'srinte exercise its optional order
period to extend the contract for an additionaé fixears through June 16, 2019, with actual extarsidbject to the availability of governm
funds.

For the third quarter of 2013, revenue from the gany's Tuition Payment Processing and Campus Cocensegment was $19.9 million,
increase of $2.0 million, or 11 percent, from theng period in 2012. The company reported thirdteuaf 2013 revenue from its Enrollm
Services segment of $22.6 million, compared witB.$3nillion for the same period in 2012.

Operating Expenses

The company reported consolidated operating exjgenfs®107.6 million for the third quarter of 20k®mpared with $104.9 million for t
same period in 2012.

Board of Directors Approves Dividend

The Nelnet Board of Directors declared a fourthrtgracash dividend on the company's outstandingeshaf Class A common stock ¢
Class B common stock of $0.10 per share. The diddeill be paid on Monday, December 16, 2013, arsholders of record at the clos:
business on Monday, December 2, 2013.

The company currently plans to continue making k@gquarterly dividend payments, subject to futesanings, capital requiremer
financial condition, and other factors.

Non-GAAP Performance Measures

The company provides additional nGRAP financial information related to specific itenmanagement believes to be important ir
evaluation of its operating results, including sfieally, but not limited to, the impact of unrezdid gains and losses resulting from chang
fair values of derivative instruments which do gatlify for “hedge treatmentinder GAAP and foreign currency transaction gainpsse
resulting from the re-measurement of the compaBy-denominated bonds to U.S. dollars. The companyebeti these point in tir
estimates of asset and liability values relatefin@ncial instruments that are subject to intessst currency rate fluctuations, and items wi
timing and/or amount cannot be reasonably estimatextivance, affect the period to period compaitgtbdf the results of the compan
fundamental business operations on a recurringsba#sicordingly, the company provides operating Itssexcluding these items
comparability purposes.

Forward-looking and Cautionary Statements

This press release contains forwéwdking statements within the meaning of federatusdies laws. These statements are base
management's current expectations as of the datésofelease and are subject to known and unkriiske and uncertainties that may ce
actual results or performance to differ materidtfiym those expressed or implied by the forwhroking statements. Such risks inclt
among others, risks related to the company's studen portfolios such as interest rate basis &pdicing risk and the use of derivative:
manage exposure to interest rate fluctuations;ctirapany's funding requirements to satisfy assetnfimg needs; risks related to
availability of government funds and actual extensf the company's loan servicing contract with Erepartment for an additional five ye
and the company's ability to maintain and increasl@mes under that contract to service federallynedvstudent loans; changes in
educational credit and services marketplace reguftiom changes in applicable laws, regulationsl government programs; uncertain
inherent in forecasting future cash flows from stidoan assets and related assatked securitizations; and changes in generaloscimmant
credit market conditions. For more information, $iee "Risk Factors" sections and other cautionasgussions of risks and uncertain
included in documents filed or furnished by the pamy with the Securities and Exchange Commissimiuding the cautionary informati
about forwardooking statements contained in the company's supphtal financial information for the third quartanded September :
2013. Allinformation in this release is as of ttae of this release. Although the company mamftione to time voluntarily update or rev
its forwardiooking statements to reflect actual results omges in the company's expectations, the compaiadiss any commitment to
S0 except as required by securities laws.




Consolidated Statements of Income (unaudited)
(Dollars in thousands, except share data)

Three months ended

Nine months ended

September 30, June 30, September 30, September 30, September 30,
2013 2013 2012 2013 2012
Interest income:
Loan interest $ 158,67 158,06: 150,52¢ 472,27 454 ,57:
Investment interest 1,562 1,48t 1,14( 4,662 3,29(
Total interest income 160,23 159,54t 151,66¢ 476,93¢ 457,86
Interest expense:
Interest on bonds and notes payable 55,31t 58,127 66,40: 171,80( 203,17
Net interest income 104,92. 101,41¢ 85,26¢ 305,13¢ 254,68¢
Less provision for loan losses 5,00( 5,00( 5,00( 15,00( 18,00(
Net interest income after provision for loan losses 99,92: 96,41¢ 80,26¢ 290,13¢ 236,68¢
Other income (expense):
Loan and guaranty servicing revenue 64,58 60,07¢ 53,28t 180,26: 155,16
Tuition payment processing and campus commerce
revenue 19,927 18,35¢ 17,92¢ 61,69« 56,67t
Enrollment services revenue 22,56: 24,82 30,66 76,34 92,03t
Other income 8,61: 12,28t 12,69¢ 30,317 32,45:
Gain on sale of loans and debt repurchases 2,13¢ 7,35k 19t 10,90( 1,13(
Derivative settlements, net (6,68¢) (8,357 (5,05)) (23,229 (6,910
Derivative market value and foreign currency
adjustments, net (9,960 48,54t (26,229 47,84 (61,169
Total other income 101,17t 163,08t 83,49: 384,12 269,38¢
Operating expenses:
Salaries and benefits 48,71 47,43. 46,39¢ 144,04¢ 144,19
Cost to provide enrollment services 14,66¢ 16,787 20,15 51,091 62,20:
Depreciation and amortization 4,34( 4,32( 8,40z 13,037 24,76¢
Other 39,887 34,36¢ 29,98t¢ 109,19: 93,16(
Total operating expenses 107,60 102,90 104,93 317,37t 324,32(
Income before income taxes 93,49( 156,60: 58,82: 356,89( 181,75:
Income tax expense 30,44+ 54,74¢ 21,87( 123,63 59,97¢
Net income 63,04¢ 101,85 36,95: 233,25: 121,77
Net income attributable to noncontrolling interest 21€ 614 124 1,101 41z
Net income attributable to Nelnet, Inc. $ 62,83( 101,24 36,82¢ 232,15: 121,36:
Earnings per common share:
Net income attributable to Nelnet, Inc. sharehader
basic and diluted 1.35 2.17 0.7¢ 4.9¢ 2.5€
Weighted average common shares outstanding - basic
and diluted 46,496,61 46,626,85 47,460,30 46,593,24 47,399,20




Condensed Consolidated Balance Sheets
(Dollars in thousands)

Assets:
Student loans receivable, net
Non-federally insured student loans receivableld far sale
Cash, cash equivalents, and investments
Restricted cash and investments
Goodwill and intangible assets, net
Other assets
Total assets
Liabilities:
Bonds and notes payable
Other liabilities
Total liabilities
Equity:
Total Nelnet, Inc. shareholders' equity
Noncontrolling interest
Total equity

Total liabilities and equity

Contacts:

As of As of As of

September 30, 2013 December 31, 2012 September 30, 2012

(unaudited) (unaudited)
24,701,11 24,830,62 22,559,34
28,48( — —
284,05 149,34: 186,53:
768,62: 911,97¢ 1,003,88:
124,05( 126,51; 131,47¢
630,61: 589,44 527,60:
26,536,92 26,607,89 24,408,84
24,858,45 25,098,83 22,884,09
300,56( 343,84 348,51(
25,159,01 25,442,68 23,232,60
1,377,86. 1,165,20: 1,175,82
50 5 417
1,377,91. 1,165,21. 1,176,23
26,536,92 26,607,89 24,408,84

Media, Ben Kiser, +1-402-458-3024, or Investord| Mlorgan, +1-402-458-3038, both of Nelnet, Inc



For Release:November 7, 2013
Media Contact: Ben Kiser, 402.458.3024
Investor Contact: Phil Morgan, 402.458.3038

Nelnet, Inc. supplemental financial information forthe third quarter 2013
(All dollars are in thousands, except per share ammts, unless otherwise noted)

The following information should be read in connectwith Nelnet, Inc.'s (the “Company's”) pressesse for third quarter 20k&arnings
dated November 7, 2013 , and the Company's QuaRegport on Form 10-Q for the quarter ended Sepeerdd, 2013 .

This earnings supplement contains forwkooking statements, including statements aboutGbmpany's plans and expectations for ft
financial condition, results of operations, or emwic performance, or that address management's plah objectives for future operatic
and statements that assume or are dependent upme fvents. The words “may,” “should,” “could,” twld,” “predict,” “potential,”
“continue,” “expect,” “anticipate,” “future,” “intad,” “plan,” “believe,” “estimate,” “assume,” “foast,” “will,” and similar expressions,
well as statements in future tense, are intendedetatify forwardiooking statements. These statements are subjdgicvn and unknow
risks, uncertainties, and other factors that mayseaactual results and performance to be materiifgrent from any future results
performance expressed or implied by such statem&hese factors include, among others, the riskisuantertainties set forth in the "R
Factors" section of the Company's Annual ReportForm 10K for the year ended December 31, 2012 (the "20hRual Report”), i
particular such risks and uncertainties as:

”ou " u " ou "

» student loan portfolio risks such as interest katsis and repricing risk resulting from the facttthe interest rate characteristic
the student loan assets do not match the intemgstharacteristics of the funding for those assletsrisk of loss of floor income
certain student loans originated under the FFELgRm, risks related to the use of derivatives tmaga exposure to interest |
fluctuations, and risks from changes in levelstatlent loan prepayment or default rates;

» financing and liquidity risks, including risks ohanges in the general interest rate environmentirartikde securitization and ott
financing markets for student loans, which may @ase the costs or limit the availability of finamg$é necessary to purche
refinance, or continue to hold student loans;

» risks from changes in the educational credit anvises markets resulting from changes in applicdbies, regulations, al
government programs, such as the expected declieetine in FFELP loan interest income and lesed revenues due to
discontinuation of new FFELP loan originations Bil2 and potential government initiatives to cordaile existing FFELP loans
the Federal Direct Loan Program, risks relatecht dvailability of government funds and actual egien of the Company's lo
servicing contract with the Department for an addal five years, and the Company's ability to nteiimor increase volumes un
that contract, and the Company's ability to comvpith agreements with thirgarty customers for the servicing of FFELP and Fal
Direct Loan Program loans;

e risks related to a breach of or failure in then(pany's operational or information systems oraistiiucture, or those of thigkrty
vendors;

e uncertainties inherent in forecasting futurencéigws from student loan assets and related dmseted securitizations; a

» risks associated with litigation and uncertainiigserent in the estimates and assumptions aboutefigvents that managemer
required to make in the preparation of the Compgacghsolidated financial statements.

All forward-looking statements contained in this earnings mpht are qualified by these cautionary statensamisare made only as of
date of this document. Although the Company maynftone to time voluntarily update its prior forwalmbking statements, it disclaims ¢
commitment to do so except as required by secsilidias.




Consolidated Statements of Income
(unaudited)

Three months ended

Nine months ended

September 30, September 30, September 30,  September 30,
2013 June 30, 2013 2012 2013 2012
Interest income:
Loan interest $ 158,67! 158,06 150,52¢ 472,27 454 57:
Investment interest 1,562 1,48 1,14( 4,662 3,29(
Total interest income 160,23 159,54¢ 151,66¢ 476,93¢ 457,86
Interest expense:
Interest on bonds and notes payable 55,31¢ 58,121 66,40: 171,80( 203,17
Net interest income 104,92. 101,41¢ 85,26¢ 305,13¢ 254,68¢
Less provision for loan losses 5,00( 5,00( 5,00( 15,00( 18,00(
Net interest income after provision for loan losses 99,92: 96,41¢ 80,26¢ 290,13¢ 236,68¢
Other income (expense):
Loan and guaranty servicing revenue 64,58: 60,07¢ 53,28t 180,26 155,16
Tuition payment processing and campus commerce
revenue 19,927 18,35¢ 17,92¢ 61,694 56,67
Enrollment services revenue 22,56 24,82 30,66! 76,34 92,03t
Other income 8,61: 12,28¢ 12,69¢ 30,31, 32,45:¢
Gain on sale of loans and debt repurchases 2,13¢ 7,35¢ 19t 10,90( 1,13(
Derivative settlements, net (6,68¢) (8,357 (5,05)) (23,229 (6,910
Derivative market value and foreign currency
adjustments, net (9,960 48,54t (26,22 47,84: (61,167)
Total other income 101,17¢ 163,08t 83,49: 384,12 269,38
Operating expenses:
Salaries and benefits 48,71: 47,43: 46,39¢ 144,04¢ 144,19:
Cost to provide enrollment services 14,66¢ 16,78 20,15 51,091 62,20:
Depreciation and amortization 4,34( 4,32( 8,40z 13,037 24,76¢
Other 39,88 34,36¢ 29,98¢ 109,19: 93,16(
Total operating expenses 107,60 102,90: 104,93 317,37¢ 324,32(
Income before income taxes 93,49( 156,60: 58,82: 356,89( 181,75:
Income tax expense 30,44« 54,74¢ 21,87( 123,63 59,97¢
Net income 63,04¢ 101,85 36,95: 233,25: 121,77
Net income attributable to noncontrolling interest 21¢ 614 124 1,101 412
Net income attributable to Nelnet, Inc. $ 62,83( 101,24: 36,82¢ 232,15: 121,36:
Earnings per common share:
Net income attributable to Nelnet, Inc. sharehalde
basic and diluted $ 1.3¢ 2.17 0.7¢ 4.9¢ 2.5€
Weighted average common shares outstanding - basic
and diluted 46,496,61 46,626,85 47,460,30 46,593,24 47,399,20
Condensed Consolidated Balance Sheets
As of As of As of

September 30, 2013

December 31, 2012

September 30, 2012

(unaudited)

Assets:
Student loans receivable, net $ 24,701,11
Non-federally insured student loans receivableld far sale 28,48(
Cash, cash equivalents, and investments 284,05¢
Restricted cash and investments 768,62:
Goodwill and intangible assets, net 124,05(

Nthar acent RN AR1°

24,830,62

149,34:
911,97¢

126,51:
5RO 44

(unaudited)

22,559,34
186,53:
1,003,88:

131,47t
R27 AN



Total assets
Liabilities:
Bonds and notes payable
Other liabilities
Total liabilities
Equity:
Total Nelnet, Inc. shareholders' equity
Noncontrolling interest
Total equity

Total liabilities and equity

26,536,92 26,607,89 24,408,84
24,858,45 25,098,83 22,884,09
300,56( 343,84 348,51(
25,159,01 25,442,68 23,232,60
1,377,86. 1,165,20: 1,175,82
50 5 417
1,377,91 1,165,21. 1,176,23
26,536,92 26,607,89 24,408,84




Overview

The Company is an education services company fdcpsearily on providing fee-based processing smwiand quality educatiaedatec
products and services in four core areas: loam€iimg, loan servicing, payment processing, and lenemt services. These products
services help students and families plan, preeare pay for their education and make the adminig&rand financial processes more effic
for schools and financial organizations. In additithe Company earns net interest income on aghortsf federally insured student loans.

A reconciliation of the Company's GAAP net incormenet income, excluding derivative market value foréign currency adjustments
provided below.

Three months ended Nine months ended
September 30, September 30, September 30, September 30,
2013 June 30, 2013 2012 2013 2012

GAAP net income attributable to Nelnet, Inc. $ 62,83( 101,24: 36,82¢ 232,15: 121,36:
Derivative market value and foreign currency

adjustments, net of tax 6,17¢ (30,099 16,25¢ (29,667) 37,92:
Net income, excluding derivative market value and )

foreign currency adjustments (a) $ 69,00t 71,14¢ 53,08' 202,49: 159,28
Earnings per share:
GAAP net income attributable to Nelnet, Inc. $ 1.3¢ 2.17 0.7¢ 4.9¢ 2.5¢
Derivative market value and foreign currency

adjustments, net of tax 0.1: (0.649) 0.3¢ (0.63) 0.8(
Net income, excluding derivative market value and B B .

foreign currency adjustments (a) $ 1.4¢ 1.5¢ 1.1z 4.3¢ 3.3¢

(& The Company provides n@AAP information that reflects specific items maeagent believes to be important in the evaluatiorit®ffinancial position ar
performance. "Derivative market value and foreigmrency adjustments" include (i) the unrealizedhgeand losses that are caused by changes in fakesva
derivatives which do not qualify for "hedge treattieunder GAAP; and (ii) the foreign currency traoson gains or losses caused by thenemsurement of tl
Company's Euro-denominated bonds to U.S. dollanre Company believes these pointime estimates of asset and liability values relai® these financi
instruments that are subject to interest and cayreate fluctuations affect the period{teriod comparability of the results of operatioAscordingly, the Compar
provides operating results excluding these itemsdmparability purposes.

The increase in earnings for the 2013 periods coetpto the 201eriods was due to an increase in net interestmiecearned from tt
Company's student loan portfolio and an increasevenue and operating margin from the Compangsésed operating segments.

The Company earns net interest income on its FF&LBRent loan portfolio in its Asset Generation anadnagement ("AGM") operatir
segment. This segment is expected to generatdla stat interest margin and significant amountsasth as the FFELP portfolio amorti:
As of September 30, 2013he Company had a $24.7 billion student loanfpliot that will amortize over the next approximated0 years
The Company actively seeks to acquire additionalFFloan portfolios to leverage its servicing scatel expertise to generate increme
earnings and cash flow.

In addition, the Company earns fee-based reverroegdh the following reportable operating segments:
e Student Loan and Guaranty Servicing ("LGSt@ferred to as Nelnet Diversified Solutions ("NC

e Tuition Payment Processing and Campus Comme&retP&CC") -referred to as Nelnet Business Solutions ("Nl
e Enrollment Servicescommonly called Nelnet Enroliment Solutions ("NE




The information below provides the operating restdt each reportable operating segment for theetand nine months end8dptember 3
2013 and 2012 (dollars in millions).

Revenue

HQ32013 mQ32012 Q32013YTD Q32012YTD

Fee Based
LGS (a) TPP&CC NES Segments AGM (b)
$360.7 $353.1
$287.4
$247.9

2 $204.4

$120.6 $117.7
$78.1 $69.2 $61.7 $56.7 $76.3

$92.0 $974 g5 5
Y ees zub TR B
— — N

$134.1
$113.1

$51.6 s
$40.0 $45.8

. $38.2
$27.4 . $33.9
$14.1 g10.8 $11.2 $17.6 ¢153
Net Income -- $3.5 $2.2 $7.9 500 $03 $04 $(1.4) --

Before~tax'operatmg 29.0%
margin (c)

@)

(b)

(©

25.1% 29.0% 21.6% 28.2% 19.7% 29.4% 22.5% 02% 1.6% 0.9% (2.5%) 23.5% 182% 23.1% 15.5%

Revenue includes intersegment revenue of $13.5omiéind $15.9 million for the three months endept®aber 30, 2013 and 2012, respectively, and $4@libn
and $49.2 million for the nine months ended Septr8b, 2013 and 2012, respectively, earned by L&SSrasult of servicing loans for AGM.

Total revenue includes "net interest income afterigion for loan losses" and "total other incorfredm the Company's segment statements of inconudy@ing the
impact from changes in fair values of derivativad #oreign currency transaction adjustments, whials an expense of $12.7 million and $30.7 millionthe thre
months ended September 30, 2013 and 2012, resgigctnd income of $35.7 million and an expens#6#.4 million for the ninenonths ended September 30, 2
and 2012, respectively. Net income excludes chaimgésr values of derivatives and foreign currei@nsaction adjustments, net of tax, which wasxgense ¢
$7.8 million and $19.0 million for the three montveded September 30, 2013 and 2012, respectivelyinaome of $22.1 million and an expense of $38illion for
the nine months ended September 30, 2013 and &&= ctively.

Computed as income before income taxes dividedtay tevenue

Student Loan and Guaranty Servicing

As of September 30, 2013, the Company was servigl85.0 billion in FFELP, private, and governmenined student loans,
compared with $92.5 billion of loans as of Septengtk 2012.

Revenue increased in the three and nine momttisdeSeptember 30, 20&8mpared to the same periods in 2012 due to grav
servicing volume under the Company's contract \htih Department and an increase in collection resefmam getting defaulte
FFELP loan assets current on behalf of guarantp@gs. These increases were partially offset byedeses in traditional FFELP &
guaranty servicing revenue.

As of September 30, 2013he Company was servicing $106.9 billion of lo&mrs5.1 million borrowers on behalf of the Depagimt
compared with $63.6 billion of loans for 3.6 millidorrowers as of September 30, 20IRevenue from this contract increase
$26.0 million and $68.4 million for the three andienmonths ended September 30, 2018spectively, up from $19.1 million &
$50.1 million for the same respective periods i120The servicing contract with the Department spiares years (through Jul
2014), with a fiveyear extension at the option of the Department.@atober 25, 2013, the Company received a lettan ftioe
Department notifying the Company of the Departnseimtent to exercise its optional ordering periodektend the contract for
additional five years through June 16, 2019, wittual extension subject to the availability of gowaent funds.

Before tax operating margin increased in theeghand nine months ended September 30, 20dtpared to the same periods in 2!
The Company made investments and incurred certats én 2012 to improve performance metrics undergovernment servicil
contract and to implement and comply with the Dapant's special direct consolidation
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loan initiative. In addition, intangible assets fors segment were fully amortized in 2012. Sataaed benefits and other expe
increased in 2013 to support the increase in volunter the government servicing contract and dwntimcrease in costs relate:
getting defaulted FFELP loan assets current onlbehguaranty agencies.

Tuition Payment Processing and Campus Commerce

Revenue increased in the three and nine momidesdeSeptember 30, 20t8mpared to the same periods in 2012 due to amaseril
the number of managed tuition payment plans, caroposnerce customers, and new school customers.

Before tax operating margin increased in thedrand nine months ended September 30, 20dfpared to the same periods in 2!
The increase was the result of efficiencies gaineithe operations of the business and a decreaamantization expense relatec
intangible assets. These decreases in expens@icdmpared to 2010&ere partially offset by an increase in salaried banefit:
due to adding personnel to support the increaigeimumber of tuition payment plans and campus ceroencustomers.

This segment is subject to seasonal fluctuatiomseB on the timing of when revenue is recognizedveren expenses are incuri
revenue and operating margin are higher in thedinarter as compared to the remainder of the year.

Enrollment Services

Revenue decreased in the three and nine montlexieSeptember 30, 20&8mpared to the same periods in 2012 due to a akeEit
inquiry generation and management revenue as # wdsthe regulatory uncertainty regarding recngtiand marketing to potent
students in the foprofit college industry, which has caused schoolddcrease spending on marketing efforts. Additipnelients
are shifting marketing budgets to more efficientawver cost channels, which has caused a reduictisolume.

The Company continues to focus on improving thefitadaility of this segment by reducing operatingperses in reaction to 1
ongoing decline in revenue and gross margin.

Asset Generation and Management

The Company acquired $2.2 billion of FFELP stutdeans during the first nine months of 201Bcluding $1.1 billion purchas
during the third quarter. The average loan poxfddalance for the three months ended Septembe2@IB and 2012 was $24
billion and $23.0 billion, respectively.

On October 31, 2013, the Company purchased a stimlnsecuritization trust, giving the Companyhtgyto the residual interest
$1.6 billion of FFELP student loans. The trust imteds student loans funded to term with notes paydlle student loans and c
within the trust will be included in the Compangtnsolidated financial statements.

Core student loan spread increased to 1.57%éothree months ended September 30, 2@bBnpared to 1.44% for the three mol
ended September 30, 2012, and increased to 1.58tefmine months ended September 30, 2Qd@npared to 1.43% for the se
period in 2012. This increase was due to the imgalasorresponding relationship between the inteetstindices governing what 1
Company earns on its loans and what the Company tpafyuind such loans.

Due to historically low interest rates, the Compaoyntinues to earn significant fixed rate flooranwe. During the three mon
ended September 30, 2048d 2012, the Company earned $37.8 million and784llion, respectively, of fixed rate floor incol
(net of $7.2 million and $5.6 million of derivatiwettlements, respectively, used to hedge sucts)pand $109.6 million and $10
million for the nine months ended September 30,3281id 2012, respectively (net of $24.0 million an@.21million of derivativi
settlements, respectively).

Corporate Activities

Whitetail Rock Capital Management, LLC ("WRCMthe Company's SE€egistered investment advisory subsidiary, recaan
investment advisory revenue of $2.4 million andé®aillion for the three months ended Septembe28d3and 2012, respective
and $11.5 million and $8.8 million for the nine ntlosm ended September 30, 204:3d 2012, respectively. These amounts inc
performance fees earned from the sale of managadises. As of September 30, 2013VRCM was managing an investm
portfolio of $942.8 million for third-party entitse




Income Taxes

» The effective tax rate for the three months e@n8eptember 30, 2013 and 2012 was 32.6% and 37c2%pectively, and wa4.8%
and 33.0% for the nine months ended September BB and 2012 respectively. During the third quarter of 2013¢came ta
expense was reduced by $4.1 milldune to the resolution of various uncertain tax fimss$ relating primarily to prior years result
from examination closings and lapse of applicaldéuse of limitations. In addition, the Company eesed $1.3 million $0.8 millior
after tax) of interest expense during the thirdrtgraof 2013 related to the resolution of certair positions. The reversal of intel
expense reduced "interest on bonds and notes mdyiabthe accompanying consolidated statement @rive. During the seco
quarter of 2012 state income tax laws were enacted that reddsedCbmpany's income tax expense during the secoadeq b
$4.6 million .

Liquidity and Capital Resources
e As of September 30, 2013he Company had cash and investments of $284libmr
»  For the nine months ended September 30, 20¥8Company generated $202.6 milliamet cash provided by operating activit

» Forecasted future cash flows from the CompaRIFELP student loan portfolio financed in aslsatked securitization transacti
are estimated to be approximately $2.10 billiomfaSeptember 30, 2013 .

» As of September 30, 2013, $75.0 million wasstaniding on the Company's unsecured line of ceedit$200.0 milliorwas availabl
for future use. The unsecured line of credit hasaturity date of March 28, 2018.

»  During the nine months ended September 30, 2@t8 Company repurchased $84.7 million (face an)onfits own assebacket
debt securities for a gain totaling $10.9 millian¢luding $15.4 million (face amount) for a gain $2.1 million during the thir
quarter.

e During the nine months ended September 30, 2@t8 Company repurchased 390,376 shares of Classmmnon stock for $13
million ($33.34 per share), including 111,220 skdmr $4.0 million ($36.19 per share) during thedtguarter. Included in the sha
purchased during the third quarter were 107,614esh@maining in the Company's 401(k) plan. Pursttaan amendment to the 401
(k) plan effective January 1, 2013, shares of tbm@any's Class A common stock are no longer aiblignvestment alternative 1
the Company's matching contributions under the,@ad after this purchase, no shares of the Comp&igiss A common stock i
held in the Company's 401(k) plan.

e During the nine months ended September 30, 2618 Company paid cash dividends of $13.9 milliaoluding $4.6 million ($0.1
per share) during the third quarter.

» The Company intends to use its strong liquidity ifhms to capitalize on market opportunities, indhgl FFELP student lo:
acquisitions; strategic acquisitions and investmémtits core business areas of loan financingy leervicing, payment processi
and enrollment services; and capital managemettines, including stock repurchases, debt repaseh, and dividend distributio

Operating Segments

The Company earns fdmsed revenue through its Student Loan and GuaSartyicing, Tuition Payment Processing and Camparar@erce
and Enrollment Services operating segments. Intiaddithe Company earns net interest income ostitdent loan portfolio in its Ass
Generation and Management operating segment. Thgp&uy's operating segments are defined by the produdservices they offer a
the types of customers they serve, and they retthecimanner in which financial information is cuntlg evaluated by management. See ni
of the notes to the consolidated financial statedmtiuded in the 201&nnual Report for a description of each operatiegnsent, includin
the primary products and services offered.

The management reporting process measures themparfoe of the Compang/’operating segments based on the managementustroétthe
Company, as well as the methodology used by managtetm evaluate performance and allocate resoucesutive management (the "ct
operating decision maker") evaluates the performmanfcthe Compang’ operating segments based on their financial tequkpared |
conformity with U.S. generally accepted accountinigciples.

The accounting policies of the Compasydperating segments are the same as those desarilmmte 2 of the notes to the consolid
financial statements included in the 2012 Annugldre Intersegment revenues are charged by theesgghmat
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provides a product or service to another segmienérsegment revenues and expenses are includbdhweidch segment consistent with
income statement presentation provided to managen@ranges in management structure or allocatiethatlologies and procedures t
result in changes in reported segment financiarinftion. Income taxes are allocated based on 38#come (loss) before taxes for e
individual operating segment. The difference betwie consolidated income tax expense and the $uaxes calculated for each opera
segment is included in income taxes in Corporatéviyg and Overhead.

Corporate Activity and Overhead
Corporate Activity and Overhead includes the follogvitems:

e The operating results of Whitetail Rock CaphMdnagement, LLC ("WRCM"), the Company's SE€gistered investment advisi
subsidiary

* Income earned on certain investment activ

» Interest expense incurred on unsecured debt traoiss

» Other product and service offerings that are nositered operating segme

Corporate Activity and Overhead also includes d¢ertarporate activities and overhead functionstegldo executive management, hui
resources, accounting, legal, occupancy, and magkefhese costs are allocated to each operatigneset based on estimated use of
activities and services.




Segment Results of Operations

The following tables include the results of eaclihef Company's operating segments reconciled todhsolidated financial statements.

Three months ended September 30, 2013

Total interest income $

Interest expense

Net interest income (loss)

Less provision for loan losses

Net interest income (loss) after provision
for loan losses

Other income (expense):
Loan and guaranty servicing revenue

Intersegment servicing revenue

Tuition payment processing and campus
commerce revenue

Enrollment services revenue
Other income

Gain on sale of loans and debt repurchas

Derivative market value and foreign
currency adjustments, net

Derivative settlements, net

Total other income (expense)

Operating expenses:
Salaries and benefits
Cost to provide enrollment services
Depreciation and amortization
Other

Intersegment expenses, net

Total operating expenses

Income (loss) before income taxes and
corporate overhead allocation

Corporate overhead allocation

Income (loss) before income taxes

Income tax (expense) benefit

Net income (loss)

Net income attributable to
noncontrolling interest

Fee-Based
Corporate
Student Loan and Tuition Payment Asset Activity
Guaranty Processing and Enroliment Total Fee- Generation and and
Servicing Campus Commerce Services Based Management Overhead Eliminations Total

10 — — 10 158,79¢ 2,201 (767) 160,23

— — — — 56,10( (18) (767) (555 FHIE

10 — — 10 102,69¢ 2,21¢ — 104,92:

— — — — 5,000 — — 5,000

10 — — 10 97,69: 2,21¢ — 99,92:
64,58: — — 64,58: — — — 64,58:
13,51¢ — — 13,51¢ — — (13,519 —
— 19,92 — 19,92 — — — 19,92

— — 22,56: 22,56: — — — 22,56:

_ — — — 3,981 4,632 — 8,61¢

— — — — 2,13¢ — — 2,13¢

— — — — (12,660 2,70C — (9,960

— — — — (6,437) (25€) — (6,68¢)
78,10: 19,927 22,56: 120,59: (12,979 7,07¢ (13,519 101,17¢
29,71¢ 9,22¢ 4,491 43,43¢ 55E 4,71¢ — 48,71:
— — 14,66¢ 14,66¢ — — — 14,66¢
2,671 1,117 57 3,851 — 48¢ — 4,34(
19,75: 1,90¢ 1,55€ 23,21¢ 7,93¢ 8,732 — 39,881
1,457 1,431 1,13¢ 4,027 13,70t (4,219 (13,519 —
53,60t 13,68t 21,91: 89,20: 22,19¢ 9,72¢ (13,519 107,60°
24,50¢ 6,24z 652 31,40( 62,52: (431) — 93,49(
(1,829) (607) (607) (3,03¢) (1,302) 4,33¢ — —
22,68¢ 5,63¢ 45 28,36¢ 61,21¢ 3,907 — 93,49(
(8,620 (2,14) (17) (10,77¢) (23,267 3,591 — (30,444
14,06« 3,49« 28 17,58¢ 37,95¢ 7,504 — 63,04¢
_ — = — — 21€ — 21€
14,06« 3,49« 28 17,58¢ 37,95¢ 7,28¢ — 62,83(

Net income attributable to Nelnet, In&




Three months ended June 30, 2013

Total interest income $

Interest expense

Net interest income (loss)

Less provision for loan losses

Net interest income (loss) after provisior
for loan losses

Other income (expense):
Loan and guaranty servicing revenue

Intersegment servicing revenue

Tuition payment processing and campus
commerce revenue

Enrollment services revenue
Other income

Gain on sale of loans and debt repurchases

Derivative market value and foreign
currency adjustments

Derivative settlements, net

Total other income (expense)

Operating expenses:
Salaries and benefits
Cost to provide enrollment services
Depreciation and amortization
Other

Intersegment expenses, net

Total operating expenses

Income (loss) before income taxes ant
corporate overhead allocation

Corporate overhead allocation

Income (loss) before income taxes

Income tax (expense) benefit

Net income (loss)

Net income attributable to
noncontrolling interest

Net income (loss) attributable to

Fee-Based
Corporate
Student Loan and Tuition Payment Asset Activity
Guaranty Processing and Enrollment Total Fee- Generation and and
Servicing Campus Commerce Services Based Management Overhead Eliminations Total
9 — — 9 158,17! 2,19¢ (834 159,54¢
— — — — 56,92( 2,041 (8349 58,127
9 — — 9 101,25! 158 — 101,41¢
— — — — 5,000 — — 5,000
9 — — 9 96,25¢ 158 — 96,41¢
60,07¢ — — 60,07¢ — — — 60,07¢
13,90 — — 13,90 — — (13,907 —
— 18,35¢ — 18,35¢ — — — 18,35¢
— — 24,82: 24,82: — — — 24,82:
— — — — 3,03(C 9,25¢ — 12,28¢
— — — — 7,35¢ — — 7,35¢
_ = — — 43,09¢ 5,44¢ = 48,54%
— — — — (7,845 (512) — (8,357)
73,98: 18,35¢ 24,82: 117,16( 45,63¢ 14,19t (13,90%) 163,08¢
28,09: 9,421 4,80¢ 42,320 592 4,513 — 47,43:
— — 16,787 16,787 — — — 16,787
2,731 1,132 61 3,92¢ — 39€ — 4,32(
18,03: 2,192 1,24: 21,46¢ 7,92¢ 4,97¢ — 34,36¢
851 1,49¢ 1,13C 3,47¢ 14,10¢ (3,680 (13,907 —
49,70« 14,24¢ 24,03( 87,97¢ 22,62: 6,20¢ (13,909 102,90«
24,28¢ 4,111 792 29,19( 119,26¢ 8,14¢ — 156,60:
(1,519 (509 (509 (2,52) (1,08) 3,60z — —
22,77: 3,601 28¢ 26,66¢ 118,18° 11,747 — 156,60:
(8,655 (1,370 (109) (10,139 (44,91) 29¢ — (54,749
14,11¢ 2,231 18C 16,53t 73,27¢ 12,04¢ — 101,85°
— — — — — 614 — 614
14,11¢ 2,230 18C 16,53t 73,27¢ 11,43: — 101,24:

Nelnet, Inc.




Three months ended September 30, 2012

Fee-Based
Corporate
Student Loan and Tuition Payment Asset Activity
Guaranty Processing and Enroliment Total Fee- Generation and and
Servicing Campus Commerce Services Based Management Overhead Eliminations Total
Total interest income $ 12 3 — 15 150,66: 1,891 (899) 151,66¢
Interest expense — — — — 64,82¢ 2,47: (899 66,40:
Net interest income (loss) 12 3 — 15 85,83: (581) — 85,26¢
Less provision for loan losses — — — — 5,00C — — 5,000
Net interest income (loss) after provision
for loan losses 12 3 — 15 80,83 (581) — 80,26¢
Other income (expense):
Loan and guaranty servicing revenue 53,28t — — 53,28t — — — 53,28t
Intersegment servicing revenue 15,85¢ — — 15,85¢ — — (15,859 —
Tuition payment processing and campus
commerce revenue — 17,92¢ — 17,92¢ — — — 17,92¢
Enrollment services revenue — — 30,66: 30,66: — — — 30,66:
Other income — — — — 5,83¢ 6,86¢ — 12,69¢
Gain on sale of loans and debt repurcha — — — — 198 — — 198
Derivative market value and foreign
currency adjustments, net — — — — (30,699 4,47C — (26,229
Derivative settlements, net — — — — (4,319 (732) — (5,05)
Total other income (expense) 69,14( 17,92¢ 30,66: 117,72¢ (28,989 10,60: (15,855 83,49:
Operating expenses:
Salaries and benefits 27,71¢ 8,57¢ 5,147 41,44: 462 4,492 — 46,39¢
Cost to provide enroliment services — — 20,15 20,15 — — — 20,15:
Depreciation and amortization 4,691 1,702 1,63: 8,027 — 378 — 8,402
Other 16,77¢ 2,28¢ 1,782 20,84: 3,451 5,69¢ — 29,08¢
Intersegment expenses, net 1,26 1,37¢ 1,000 3,641 16,06¢ (3,850 (15,859 —
Total operating expenses 50,44¢ 13,94¢ 29,71 94,10: 19,97 6,71¢ (15,85%) 104,93
Income (loss) before income taxes and
corporate overhead allocation 18,70¢ 3,98¢ 94¢ 23,64 31,87: 3,30¢ — 58,82:
Corporate overhead allocation (1,339 (446) (446) (2,229 (909) 3,13¢ — —
Income (loss) before income taxes 17,37: 3,54( 502 21,41¢ 30,96: 6,447 — 58,82:
Income tax (expense) benefit (6,607 (1,345 (297 (8,137 (11,76 (1,96¢) — (21,870
Net income (loss) 10,77¢ 2,19¢ 311 13,27¢ 19,19 4,47¢ — 36,95:
Net income attributable to noncontrollir
interest — — — — — 124 — 124
Net income (loss) attributable to
Nelnet, Inc. 10,77( 2,19¢ 311 13,27¢ 19,19 4,35¢ — 36,82¢
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Nine months ended September 30, 2013

Fee-Based
Corporate
Student Loan and Tuition Payment Asset Activity
Guaranty Processing and Enroliment Total Fee- Generation and and
Servicing Campus Commerce Services Based Management Overhead Eliminations Total
Total interest income $ 29 — — 29 472,62: 6,70¢ (2,420 476,93
Interest expense — — — — 170,50: 3,71¢ (2,420 171,80(
Net interest income (loss) 29 — — 29 302,12( 2,99C — 305,13¢
Less provision for loan losses — — — — 15,00¢ — — 15,00(
Net interest income (loss) after provisic
for loan losses 29 — — 29 287,12( 2,99( — 290,13¢
Other income (expense):
Loan and guaranty servicing revenue 180,26: — — 180,26: — — — 180,26:
Intersegment servicing revenue 42,37¢ — — 42,37¢ — — (42,379 —
Tuition payment processing and campus
commerce revenue — 61,69¢ — 61,69¢ — — — 61,69¢
Enrollment services revenue — — 76,34% 76,34% — — — 76,34%
Other income — — — — 11,207 19,11( — 30,31
Gain on sale of loans and debt repurchases — — — — 10,90( — — 10,90(
Derivative market value and foreign
currency adjustments, net — — — — 35,71: 12,13( — 47,84:
Derivative settlements, net — — — — (21,816 (1,419 — (23,229
Total other income (expense) 222,63t 61,69: 76,34 360,67 36,00: 29,827 (42,379 384,12
Operating expenses:
Salaries and benefits 86,25¢ 28,01¢ 15,067 129,33¢ 1,70¢ 13,00¢ — 144,04¢
Cost to provide enroliment services — — 51,097 51,097 — — — 51,097
Depreciation and amortization 8,197 3,387 17¢ 11,76% — 1,274 — 13,03}
Other 56,17¢ 6,387 4,45( 67,01( 23,37t 18,80¢ — 109,19:
Intersegment expenses, net 3,24¢ 4,35( 3,41¢ 11,01 42,95¢ (11,597 (42,379 —
Total operating expenses 153,86° 42,13¢ 74,21 270,21 68,03¢ 21,49: (42,37%) 317,37t
Income (loss) before income taxes ant
corporate overhead allocation 68,79¢ 19,55t 2,132 90,48t 255,08: 11,32% — 356,89(
Corporate overhead allocation (4,339 (1,449 (1,449 (7,219 (3,099 10,31¢ — —
Income (loss) before income taxes 64,46¢ 18,11% 68¢ 83,267 251,98¢ 21,63t — 356,89
Income tax (expense) benefit (24,499 (6,882) (261) (31,647 (95,75 3,75¢ — (123,63)
Net income (loss) 39,96¢ 11,23( 42¢ 51,62¢ 156,23 25,39 — 233,25:
Net income attributable to noncontrolling
interest — — — — — 1,101 — 1,101
Net income (loss) attributable to Nelne
Inc. $ 39,96¢ 11,23( 42¢ 51,62¢ 156,23 24,29: — 232,15:
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Nine months ended September 30, 2012

Fee-Based
Corporate
Student Loan and Tuition Payment Asset Activity
Guaranty Processing and Enroliment Total Fee- Generation and and
Servicing Campus Commerce Services Based Management Overhead Eliminations Total
Total interest income $ 44 8 — 52 455,41 5,22¢ (2,827) 457,86:
Interest expense — — — — 199,67! 6,327 (2,827) 203,17!
Net interest income (loss) 44 8 — 52 255,73¢ (1,109 — 254,68¢
Less provision for loan losses — — — — 18,00¢ — — 18,00(
Net interest income (loss) after provision
for loan losses 44 8 — 52 237,73t (1,109 — 236,68¢
Other income (expense):
Loan and guaranty servicing revenue 155,16: — — 155,16: — — — 155,16¢
Intersegment servicing revenue 49,21( — — 49,21( — — (49,210 —
Tuition payment processing and campus
commerce revenue — 56,67¢ — 56,67¢ — — — 56,67¢
Enrollment services revenue — — 92,03t 92,03t — — — 92,03t
Other income — — — — 14,41¢ 18,03¢ — 32,45:
Gain on sale of loans and debt repurcha = = = = 1,13(C = — 1,13
Derivative market value and foreign
currency adjustments, net — — — — (62,35 1,18¢ — (61,169
Derivative settlements, net — — — — (5,439 (1,479 — (6,910
Total other income (expense) 204,37: 56,67¢ 92,03t 353,08 (52,23) 17,747 (49,210 269,38
Operating expenses:
Salaries and benefits 85,66: 25,77: 17,587 129,02: 1,728 13,44¢ — 144,19:
Cost to provide enroliment services — — 62,20% 62,20% — — — 62,200
Depreciation and amortization 13,62¢ 5,17¢ 4,867 23,67( — 1,09¢ — 24,76¢
Other 52,98( 7,551 5,482 66,02( 10,20% 16,931 — 93,16(
Intersegment expenses, net 3,832 4,047 2,82¢ 10,69¢ 49,84: (11,330 (49,210 —
Total operating expenses 156,10: 42,54¢ 92,96¢ 291,61 61,76¢ 20,15( (49,210 324,32(
Income (loss) before income taxes and
corporate overhead allocation 48,31« 14,13¢ (929) 61,52¢ 123,73 (3,504 — 181,75:
Corporate overhead allocation (4,115 (1,372 (1,372 (6,85¢) (3,709) 10,56( — —
Income (loss) before income taxes 44,19¢ 12,767 (2,30)) 54,66¢ 120,03: 7,05¢ — 181,75:
Income tax (expense) benefit (16,796 (4,851 874 (20,779 (45,610 6,40¢ = (59,979
Net income (loss) 27,40: 7,91€ (1,427) 33,89: 74,42: 13,46: — 121,77
Net income attributable to noncontrolling
interest — — — — — 412 — 412
Net income (loss) attributable to Nelnet,
Inc. $ 27,40: 7,91¢ (1,427 33,89: 74,42: 13,04¢ — 121,36:
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Net Interest Income, Net of Settlements on Derivates

The Company maintains an overall risk managemeatesfy that incorporates the use of derivativerimsents to reduce the economic ef
of interest rate volatility. Derivative settlemefids each applicable period should be evaluated thié Company's net interest income.

The following table summarizes the components oft“interest income” and “derivative settlementst” necluded in the attach
consolidated statements of income.

Three months ended Nine months ended
September 30, June 30, September 30, September 30, September 30,
2013 2013 2012 2013 2012
Variable student loan interest margin, ne
of settlements on derivatives $ 59,10( 58,07¢ 47,54 172,79 142,48«
Fixed rate floor income, net of settlements
on derivatives 37,81( 36,05¢ 34,73t 109,58: 109,81:
Investment interest 1,56: 1,48: 1,14( 4,662 3,29(
Non-portfolio related derivative settlemel (25€) (512 (732 (1,419 (1,480
Corporate debt interest expense (a) 18 (2,047 (2,472) (3,719 (6,327)
Net interest income (net of settlements
derivatives) $ 98,231 93,06: 80,215 281,91( 247,77(

(a) During the third quarter of 2013, the Company reedr$1.3 million of interest expense related to résolution of certain t
positions.
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Student Loan Servicing Volumes (dollars in million$

= Government Servicing m Private Servicing ®m FFELP Servicing
$150,000
$134,989
$135,000
$120,000 $116,811
$112,841
$105,000
$97,492
$92,530
$90,000 $85,490
$82,078
$76,120
$75,000
7
$61,477
$60,000 5
5
$45,000 -
[ | s | ) 2,173 - | $2,505
$30,000 $1,722 791 1,931 2,045 1$2,015 $2,106 $2,103 2,364
$15,000 - 3 1
$' T T T T T M
Dec31,09 Dec31,10 Dec31,11 Mar31,12 Jun30,12 Sep 30,12 Dec31,12 Mar31,13 Jun30,13  Sep 30,13
Company owned $23,139 $23,727 $22,650 $22,277 $21,926 $21,504 $21,237 $20,820 $20,629 $20,715
% of total 61.6% 38.6% 29.8% 27.1% 25.6% 23.2% 21.8% 18.5% 17.7% 15.3%
Number of
servicing
borrowers:
Government
servicing: 441,91: 2,804,50: 3,036,53 3,096,021 3,137,58: 3,588,41 3,892,92! 4,261,63 4,396,34 5,145,90.
FFELP servicing: 2,311,55! 1,912,74: 1,799,48. 1,779,24! 1,724,08 1,659,02 1,626,141 1,586,31 1,529,20: 1,507,45:
Private servicing: 152,20( 155,94 164,55: 163,13! 161,76: 175,07( 173,94¢ 170,22: 173,58t 178,93!
Total: 2,905,671 4,873,19 5,000,57. 5,038,401 5,023,43: 5,422,50: 5,693,02: 6,018,17 6,099,13: 6,832,28!
Number of remote
hosted
borrowers: 684,99t 545,45t 9,566,291 8,645,46: 7,909,301 7,505,69: 6,912,20: 5,001,69! 3,218,89 1,986,86!
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Other Income

The following table summarizes the components dfé¢oincome" included in the attached consolidatatements of income.

Three months ended Nine months ended
September 30, June 30, September 30, September 30, September 30,
2013 2013 2012 2013 2012

Borrower late fee income $ 2,927 3,23: 3,58¢ 9,66¢ 10,66¢

Investment advisory fees 2,352 6,33¢ 2,63¢ 11,51¢ 8,79:¢
Realized and unrealized gains/(losses) on

investments, net 1,09¢ (214 3,99:¢ 2,00z 5,83(

Other 2,23¢ 2,93t 2,481 7,13¢ 7,16t

Other income $ 8,61: 12,28¢ 12,69¢ 30,31% 32,45

Derivative Settlements

The following table summarizes the components efiVdtive settlements, net" included in the attacbensolidated statements of income.

Three months ended Nine months ended
September 30, June 30, September 30, September 30, September 30,
2013 2013 2012 2013 2012
Settlements:

1:3 basis swaps $ 781 782 1,10( 2,47¢ 3,651
Interest rate swaps - floor income hedges (7,17¢) (8,539 (5,59%) (24,017 (12,237
Interest rate swaps - hybrid debt hedges (25€) (512 (739) (1,419 (1,479
Cross-currency interest rate swaps (35) (93 227 (279 3,39(
Other — — (50) — (235)
Total settlements - income (expense) $ (6,68¢) (8,357 (5,05]) (23,229 (6,910

Derivative Market Value and Foreign Currency Adjustments

"Derivative market value and foreign currency atfients" include (i) the unrealized gains and loskatare caused by changes in fair ve
of derivatives which do not qualify for "hedge tire@nt" under GAAP; and (ii) the foreign currencartsaction gains or losses caused b
re-measurement of the Company's Euro-denominatedsbo U.S. dollars.

The following table summarizes the components aritcitive market value and foreign currency adjestte” included in the attach
consolidated statements of income.

Three months ended Nine months ended
September 30, June 30, September 30, September 30, September 30,
2013 2013 2012 2013 2012
Change in fair value of derivatives - income

(expense) $ 30,01« 63,23¢ (5,42%) 73,74 (67,349

Foreign currency transaction adjustment - income
(expense) (39,979 (14,69) (20,799 (25,907 6,18¢
Derivative market value and foreign currency . , .
adjustments - income (expense) $ (9,960 48,54: (26,229 47,84: (61,169
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Student Loans Receivable

The table below outlines the components of the Gomijs student loan portfolio:

As of As of As of
September 30, December 31, September 30,
2013 2012 2012
Held for Held for Held for
investment Held for sale investment investment
Federally insured loans
Stafford and other $ 6,884,34: — 7,261,11. 6,652,63!
Consolidation 17,908,22 — 17,708,73 15,962,96
Total 24,792,57 — 24,969,84 22,615,60
Non-federally insured loans 66,28: 28,48( 26,03 29,27
24,858,86 28,48( 24,995,88 22,644,88
Loan discount, net of unamortized loan premiumsdeférred
origination costs (103,55) — (113,35) (37,330
Allowance for loan losses — federally insured loans (42,406 — (40,120) (35,619
Allowance for loan losses — non-federally insureains (11,79 — (11,789 (12,599
$ 24,701,11 28,48( 24,830,62 22,559,34

Loan Activity

The following table sets forth the activity of l@an

Three months ended September 30,

Nine months ended September 30,

2013 2012 2013 2012

Beginning balance $ 24,718,36 23,582,59 24,995,88 24,359,62
Loan acquisitions 1,053,97, 152,01¢ 2,200,75! 898,60t
Repayments, claims, capitalized interest,

participations, and other (750,42) (466,359 (1,896,77) (1,345,88)
Consolidation loans lost to external parties (134,579 (590,149 (400,879 (1,172,31)
Loans sold — (33,229 (11,657 (95,157)
Ending balance $ 24,887,34 22,644,88 24,887,34 22,644,88
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Student Loan Spread

The following table analyzes the student loan sprea the Companyg’ portfolio of student loans, which representsspeead between t
yield earned on student loan assets and the cb#ts tabilities and derivative instruments usedund those asset

Three months ended Nine months ended
September 30, June 30, September 30, September 30, September 30,
2013 2013 2012 2013 2012
Variable student loan yield, gross 2.5 % 2.5¢% 2.6E% 2.57% 2.6:%
Consolidation rebate fees (0.7¢) (0.77) (0.75) (0.77) (0.75)
Discount accretion, net of premium and
deferred origination costs amortizatiot 0.0z 0.0¢ — 0.0z (0.01)
Variable student loan yield, net 1.84 1.8¢4 1.9C 1.8¢ 1.87
Student loan cost of funds - interest expe (0.89) (0.97 (2.0¢) (0.90 (2.10
Student loan cost of funds - derivative
settlements 0.01 0.01 0.0z 0.01 0.04
Variable student loan spread 0.9¢ 0.9¢ 0.84 0.9¢ 0.81
Fixed rate floor income, net of settlements
on derivatives 0.61 0.5¢ 0.6C 0.5¢ 0.6z
Core student loan spread 1.57% 1.52% 1.44% 1.5-% 1.4-%
Average balance of student loans $ 24,491,51 24,798,53 23,028,90 24,690,49 23,670,30
Average balance of debt outstanding 24,470,09 24,832,55 23,467,89 24,707,38 23,883,14

A trend analysis of the Company's core and varighldent loan spreads is summarized below.

1.60% oo 0.50%
_— VA
L3 1.57%
1.43% 1.43% 1.44% 1.44% >
m e — >
1.40% 040% &
23 g
£ & 120% 0.28% 1 030% 3
£ 0.22% i
= 0.20% g
ES 1o0% . oL 0.96% | 020% &
SF 0.15% 0.91% 0 <
o z
0.80% — 0-84%% - 010% &
0.79% 0.81% 084 0.10% 4 099 :
0.07%
0.60% 0.00%
Q112 Q12 Q312 Q4 12 Q113 Q2 13 Q3 13
@Variable ®Core Asset/Liability Base Rate Spread

(a) The interest earned on the majority of the CommaR{FELP student loan assets is indexed to thenameth LIBOR rate
The Company funds the majority of its assets wltle¢month LIBOR indexed floating rate securities. Thedationshij
between the indices in which the Company earnsdaten its loans and funds such loans has a mignifimpact on stude
loan spread. This table (the right axis) showsdifference between the Company's liability bage end the oneiontt
LIBOR rate by quarter.
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Variable student loan spread increased duringhtfeetand nine months ended September 30, 26tipared to the same periods in 2012
result of the tightening of the Asset/Liability BaRate Spread as reflected in the previous table.

The primary difference between variable studen Ispread and core student loan spread is fixedlmateincome. A summary of fixed r¢
floor income and its contribution to core studerarl spread follows:

Three months ended Nine months ended
September 30, September 30, September 30, September 30,
2013 June 30, 2013 2012 2013 2012
Fixed rate floor income, gross $ 44,98¢ 44,59( 40,33: 133,59¢ 122,04
Derivative settlements (a) (7,17¢) (8,539 (5,595 (24,01°) (12,237)
Fixed rate floor income, net $ 37,81( 36,05¢ 34,73¢ 109,58. 109,81.
Fixed rate floor income contribution to spread, net 0.61% 0.58% 0.6(% 0.5%% 0.62%

() Includes settlement payments on derivatives usbédge student loans earning fixed rate floor ine.
Fixed Rate Floor Income

The following table shows the Company’s studentlassets that are earning fixed rate floor incomef&eptember 30, 2013 :

Borrower/ Estimated

Fixed lender variable

interest weighted conversion Loan
rate range average yield rate (a) Balance

< 3.0% 2.87% 0.23% $ 1,772,11!
3.0 - 3.49% 3.20% 0.56% 2,135,18!
3.5-3.99% 3.65% 1.01% 1,944,37.
4.0 -4.49% 4.20% 1.56% 1,464,83:
4.5 - 4.99% 4.72% 2.08% 842,14.
5.0 - 5.49% 5.24% 2.60% 570,04.
5.5 -5.99% 5.67% 3.03% 346,79(
6.0 - 6.49% 6.18% 3.54% 401,36:
6.5 - 6.99% 6.70% 4.06% 365,89¢
7.0 -7.49% 7.16% 4.52% 150,64¢
7.5-7.99% 7.71% 5.07% 256,09°
8.0 - 8.99% 8.17% 5.53% 603,73:

> 9.0% 9.04% 6.40% 301,63!

$ 11,154,85

(a) The estimated variable conversion rate is the esgtichshorterm interest rate at which loans would convera teariable rate. As
September 30, 2013, the weighted average estimaté&ble conversion rate was 1.82% and the skeom-tnterest rate was asi:
points.
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The following table summarizes the outstandingwdgive instruments as of September 30, 204&d by the Company to economically he
loans earning fixed rate floor income.

Weighted average fixed
rate paid by the Company

Maturity Notional amount (a)
2014 $ 1,750,001 0.71%
2015 1,100,00! 0.8¢
2016 750,00( 0.8t
2017 1,250,00 0.8¢€
$ 4,850,001 0.81%

(a) For all interest rate derivatives, the Compaateives discrete threeenth LIBOR

Future Cash Flow from Portfolio

The majority of the Company’s portfolio of studémdns is funded in assb&cked securitizations that are structured to smtisily match th
maturity of the funded assets, thereby minimiziggitlity risk. In addition, due to (i) the differea between the yield the Company rece
on the loans and cost of financing within thesegeations, and (ii) the servicing and administratiees the Company earns from tt
transactions, the Company has created a porttodibwill generate earnings and significant castv twer the life of these transactions.

As of September 30, 2013 , based on cash flow rsodeleloped to reflect managemsnturrent estimate of, among other fac
prepayments, defaults, deferment, forbearance,irrdest rates, the Company currently expects éutundiscounted cash flows from
portfolio to be approximately $2.10 billion as did below. The $2.10 billion includes approximgt$495.2 million (as oSeptember 3
2013 ) of overcollateralization included in the etdsacked securitizations. These excess net ass#iopesare reflected variously in 1
following balances in the consolidated balance shéstudent loans receivable," "restricted casH arvestments," and "accrued inte
receivable."

The forecasted cash flow presented below includesoans funded in asset-backed securitizationsol$September 30, 2013 As of
September 30, 2013 , the Company had $23.5 bitifoleans included in asset-backed securitizatiartich represented 94.7 percaritits
total FFELP student loan portfolio. The forecastadh flow does not include cash flows that the Camgpexpects to receive related to Ic
currently funded in its warehouse facilities orfeacquired subsequent to September 30, 2013 .
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FFELP Asset-backed Securitization Cash Flow Forecas
$2.10 billion
(dollars in millions)
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The Company uses various assumptions, includingagraents and future interest rates, when prepdatingash flow forecast. The
assumptions are further discussed below.

Prepayments The primary variable in establishing a life obh estimate is the level and timing of prepaymedptspayment rates equal
amount of loans that prepay annually as a percentaghe beginning of period balance, net of schextiprincipal payments. A number
factors can affect estimated prepayment ratesudid) the level of consolidation activity and ddfawates. Should any of these fac
change, management may revise its assumptionshwhit¢urn would impact the projected future castwil The Companyg cash floy
forecast above assumes prepayment rates that ieeatlg consistent with those utilized in the Comya recent assdiacked securitizatic
transactions. If management used a prepaymenasatenption two times greater than what was uséarégast the cash flow, the cash f
forecast would be reduced by approximately $21@Ganito $270 million .

Interest rates The Company funds the majority of its studemini® with threenonth LIBOR indexed floating rate securities. Medile, the
interest earned on the Company’s student loan sasseindexed primarily to a omaonth LIBOR rate. The different interest |
characteristics of the Company’s loan assets afdities funding these assets result in basis risfte Companyg cash flow forecast assur
three-month LIBOR will exceed omaenth LIBOR by 12 basis points for the life of tpertfolio, which approximates the histori
relationship between these indices. If the fore@msomputed assuming a spread of 24 basis pbetiseen three-month and onentl
LIBOR for the life of the portfolio, the cash floferecast would be reduced by approximately $110aonito $150 million .

The Company uses the current forward interest yatiel curve to forecast cash flows. A change ia thrward interest rate curve wo
impact the future cash flows generated from théfplas. An increase in future interest rates wdtuce the amount of fixed rate floor incc
the Company is currently receiving. The Compartgnapts to mitigate the impact of a rise in shertn rates by hedging interest rate ri
As of September 30, 2013 , the net fair value ef@lompanys interest rate derivatives used to hedge loamsregfixed rate floor income w
a net liability of $12.2 million .
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