City of Scottsbluff, Nebraska
Monday, December 21, 2015
Regular Meeting

Item Reports2

Council to consider approval of the request from Allo
Communications to consent to the acquisition by Nelnet of a
controlling interest in Allo and approve the Resolution.

Staff Contact: Rick Kuckkahn, City Manager
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ALLO

COMMUNICATIONS

December 3, 2015

City of Scottsbluff
2525 Circle Drive
Scottsbluff, NE 69341
Attn: City Clerk

Re: Allo Twin Cities LLC Change of Control
Dear Sir or Madam:

Allo Communications LLC (“Allo”) is the parent company of Allo Twin Cities LLC (“Allo Twin Cities”). Allo
Twin Cities is the holder of a cable television franchise from the City pursuant to the Franchise Agreement dated
January 19, 2010.

As you may have seen in press reports, Allo’s owners have entered into an agreement to sell 92.5% of their
existing equity interests in Allo (the “Transaction™) to Nelnet, Inc., a Nebraska corporation (“Nelnet™). As a result
of the Transaction, Nelnet will become the direct majority owner of Allo and the indirect majority owner of Allo
Twin Cities. Upon conclusion of the Transaction, your local franchisee will remain the same (Allo Twin Cities)
and will have the same parent company (Allo), but ultimately will be owned by Nelnet and management rather
than the current group of approximately forty investors and management.

Attached as Attachment 1 is basic information about the parties and the Nelnet transaction. Attached as
Attachment 2 are Nelnet’s audited financial statements for calendar year 2014 as reported to the Securities and
Exchange Commission.

We respectfully request that you provide your consent to the indirect change of ownership of Allo Twin Cities
and are providing information about the Transaction and Nelnet to help facilitate the consent process. Attached
are materials to provide you with the relevant information needed to assess the financial, legal, and technical
qualifications of Nelnet to be the ultimate parent entity of your franchisee.

All of us at Allo are excited about the opportunity to expand our network and build an even stronger company
with the financial resources and support of Nelnet. If you have any questions about the enclosed documents and
information, please give me a call at (308) 633-7802, or send an email to bmoline@allophone.net.

Sincerely,

Bradley A. Moline
President, Allo Twin Cities LLC and Allo Communications LLC

cc: Rick L. Ediger, Simmons Olsen Law Firm, P.C.

610 Broadway P.O. Box 1123 Imperial, Nebraska 69033 308-882-7800 866-481-ALLO (2556) 308-882-7850
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ATTACHMENT 1

Application for Consent to the Indirect Transfer of Control
of Allo Twin Cities LLC to Nelnet, Inc.

Franchisee

Allo Twin Cities LLC
1721 Broadway, Suite 200
Scottsbluff, NE 69361

Transferee of Control

Nelnet, Inc.
121 South 13™ Street, Suite 201
Lincoln, NE 68508

Parent Company of Franchisee

Allo Communications LLC
610 Broadway St.
Imperial, NE 69033

Contact Information for Franchisee and
Parent with Respect to the Transaction

Bradley A. Moline, President
Allo Twin Cities LLC

Allo Communications LLC
610 Broadway St.

Imperial, NE 69033
308.882.7800 (phone)
308.882.7850 (fax)
bmoline@allophone.net

Transferee Contact Information

William J. Munn

General Counsel

Nelnet, Inc.

3015 S. Parker Rd. Suite 400
Aurora, CO 80014
303.696.5405 (phone)
402.458.2294 (fax)
bill.munn@nelnet.net

Description of the Transaction

Allo is a Nebraska-based telecommunications company founded in 2003 that offers

competitive local telephone, long distance, broadband, Internet, and television services to homes
and businesses across Nebraska. It currently provides communications services to over 20 cities
in the state through a combination of its own switching and fiber optic network, leased facilities,
and some resold services. It began building a state-of-the-art fiber optic network in 2004, and
currently provides gigabit fiber Internet service in Scottsbluff, Gering, Bridgeport, North Platte,
Ogallala, and Alliance.

Headquartered in Lincoln, Nebraska, Nelnet is one of the leading education planning and
education finance companies in the United States and provides innovative educational services in
loan servicing, payment processing, education planning, and asset management for families and
educational institutions. Nelnet is traded on the New York Stock Exchange. Nelnet takes a
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comprehensive approach to the education life-cycle, which through the proposed transaction will
include the advanced communications networks that have become central to learning and
succeeding.

Nelnet, Allo, and the current equity owners of Allo entered into a Membership Unit
Purchase Agreement dated November 16, 2015 (the “Agreement”). Pursuant to the Agreement,
Nelnet will acquire 92.5 percent of the equity and membership units of Allo, which will become
a direct subsidiary of Nelnet. The remaining 7.5 percent of the equity and membership interests
of Allo will be owned by Allo management, who will also have the opportunity to earn
additional equity (up to 20 percent overall) based on the performance of the company. Because
only the owners of Allo’s equity will change, Allo will continue to provide high quality
broadband, telecommunications, and video services to Nebraskans.

The proposed Transaction will serve the public interest by combining two Nebraska-
based companies that share a commitment to delivering an exceptional customer experience with
great service and best-in-class technology. Allo has developed a world-class regional
competitive network that expands business opportunities, creates jobs, and improves quality of
life for Nebraskans. The transaction will provide Allo with additional funding and resources that
will help support the expansion of Allo’s fiber optic network in Nebraska. Indeed, the parties
anticipate expanding Allo’s network in additional areas of its current markets as well as to new
markets, including Lincoln, the location of Nelnet’s headquarters. This planned expansion in
turn will benefit residential, business, and governmental customers throughout the state, who will
have access to a competitive provider of dependable communications solutions and ultra-fast
Internet services. The transaction will also promote competition by creating a stronger company
that can more effectively compete in the telecommunications marketplace.

Managerial, Technical and Financial Resources

There will be no change in the day-to-day management and operations of Allo Twin
Cities or Allo as a result of the Transaction. Brad Moline, the founder of Allo, will remain the
President of Allo and Allo Twin Cities. Jeff Kuenne, Allo’s Executive Vice President, will
continue to lead Allo’s network engineering and operations.

Moline and Kuenne currently serve as two members of Allo’s six-member Board of
Managers (with the other four managers consisting of representatives of Allo’s approximately
forty investors). Following the closing of the Transaction, Moline and Kuenne will continue to
serve as two members of the five-member Board of Managers, with the other three managers
appointed by Nelnet. Moline and Kuenne will both continue to own equity in Allo following the
consummation of the Transaction. All management, technical and other employees of Allo will
continue to hold their current positions following the Transaction.

Nelnet’s majority ownership will provide Allo and Allo Twin Cities with additional
financial resources and financial strength. Nelnet is publicly traded on the New York Stock
Exchange. As of November 25, 2015, Nelnet’s market capitalization was $1.4 billion. Attached
as Attachment 2 are Nelnet’s audited financial statements for calendar year 2014 from its annual
report on Form 10-K as filed with the United States Securities and Exchange Commission on
February 26, 2015.
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Nelnet’s Class A common stock, which provides holders with one vote per share, is
publicly traded. Nelnet’s Class B common stock, which provides holders with ten votes per
share, is not publicly traded. According to Nelnet’s Definitive Proxy Statement filed with the
SEC on April 2, 2015, at the close of business on March 19, 2015, there were 34,735,426 shares
of Nelnet’s Class A common stock outstanding and 11,486,932 shares of the Company's Class B
common stock outstanding. According to the Proxy Statement, Michael S. Dunlap, Nelnet’s
executive chairman and a resident of Lincoln, Nebraska, owned 6,805,061 shares of Class A
common stock and 9,381,829 shares of Class B common stock, representing ownership of 35.1%
of all outstanding Nelnet common stock and 67.3% of the voting power of all classes of common
stock.
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Allo Communications LLC
Pre-Closing Ownership Structure

HCP Allo Holdings, Allo Management

Other Investors LLC Team

36% 36% 28%

Allo Communications
LLC

100%

Allo Twin Cities LLC
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Allo Communications LLC
Post-Closing Ownership Structure

Michael S. Dunlap Other Investors
35.1% ownership
67.3% voting
64.9% ownership
32.7% voting
Nelnet, Inc.
Allo Management
Team
80% to 92.5%*

7.5% to 20%*

Allo Communications
LLC

100%

Allo Twin Cities LLC

* Allo Management will own 7.5% of the equity of Allo at the time of the closing of the
Transaction and will be provided the opportunity to earn up to 20% of the equity based on
achievement of performance goals.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders
Nelnet, Inc.:

We have audited the accompanying consolidated balance sheets of Nelnet, Inc. and subsidiaries (the Company) as of December 31, 2@i¢
the related consolidated statements of income, comprehensive income, shareholders' equity, and cash flows for each of the yeaysear therith
ended December 31, 2014These consolidated financial statements are the responsibility of the Company's management. Our respons
express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those sta
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstate
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also include:
accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentati
that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Nel
subsidiaries as of December 31, 2014 and 2013 , and the results of their operations and their cash flows for each of the yearyéarthpeitior
ended December 31, 2014 , in conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), Nelnet, |
control over financial reporting as of December 31, 2014 , based on criteria establistiechal Control - Integrated Framework (1998yued by th
Committee of Sponsoring Organizations of the Treadway Commission (COSO), and our report dated Februarye@redsEsl an unqualifi
opinion on the effectiveness of the Company's internal control over financial reporting.

/sl KPMG LLP

Lincoln, Nebraska
February 26, 2015

F-2
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NELNET, INC. AND SUBSIDIARIES
Consolidated Balance Sheets
December 31, 2014 and 2013

2014 2013
(Dollars in thousands, except share data)
Assets:
Student loans receivable (net of allowance for loases of $48,900 and $55,122, respectively) $ 28,005,19 25,907,58'
Cash and cash equivalents:
Cash and cash equivalents - not held at a relatey p 37,78: 8,537
Cash and cash equivalents - held at a related party 92,70( 54,73(
Total cash and cash equivalents 130,48: 63,26
Investments 149,12: 192,04(
Restricted cash and investments 850,44( 735,12:
Restricted cash - due to customers 118,48t 167,57¢
Accrued interest receivable 351,58¢ 314,55¢
Accounts receivable (net of allowance for doub#fatounts of $1,656 and $3,845, respectively) 50,55 56,07:
Goodwill 126,20( 117,11¢
Intangible assets, net 42,58: 6,13:
Property and equipment, net 45,89 33,82¢
Other assets 163,20¢ 115,04:
Fair value of derivative instruments 64,39 62,507
Total assets $ 30,098,14 27,770,84
Liabilities:
Bonds and notes payable $ 28,027,35 25,955,28
Accrued interest payable 25,90¢ 21,72¢
Other liabilities 167,88: 164,30(
Due to customers 118,48t 167,57¢
Fair value of derivative instruments 32,84: 17,96¢
Total liabilities 28,372,46 26,326,85'
Commitments and contingencies
Equity:

Nelnet, Inc. shareholders' equity:
Preferred stock, $0.01 par value. Authorized 50,000 shares; no shares issued or outstanding — —
Common stock:
Class A, $0.01 par value. Authorized 600,000,0G0 ey issued and outstanding 34,756,384 shares and

34,881,338 shares, respectively 34¢& 34¢
Class B, convertible, $0.01 par value. Authoriz¢60,000 shares; issued and outstanding 11,486/282s
and 11,495,377 shares, respectively 11¢ 11¢
Additional paid-in capital 17,29( 24,88
Retained earnings 1,702,56! 1,413,49;
Accumulated other comprehensive earnings 5,13t 4,81¢
Total Nelnet, Inc. shareholders' equity 1,725,44: 1,443,66;
Noncontrolling interest 23C 32¢
Total equity 1,725,67: 1,443,991
Total liabilities and equity $ 30,098,14 27,770,84

Supplemental information - assets and liabilities foconsolidated variable interest entities:

Student loans receivable $ 28,181,24. 26,020,62
Restricted cash and investments 846,19¢ 732,77
Fair value of derivative instrument, net (20,45%) 36,83¢
Other assets 351,93 313,74¢
Bonds and notes payable (28,391,53) (26,244,22)
Other liabilities (280,23) (303,149

Net assets of consolidated variable interest estiti $ 687,15¢ 556,61¢
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See accompanying notes to consolidated finan@gtstents.
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NELNET, INC. AND SUBSIDIARIES
Consolidated Statements of Income

Years ended December 31, 2014, 2013, and 2012

2014

2013

2012

Interest income:
Loan interest $
Investment interest

(Dollars in thousands, except share data)

Total interest income
Interest expense:
Interest on bonds and notes payable

Net interest income
Less provision for loan losses

Net interest income after provision for loan losses

Other income (expense):
Loan and guaranty servicing revenue
Tuition payment processing, school information, aathpus commerce revenue
Enrollment services revenue
Other income
Gain on sale of loans and debt repurchases, net
Derivative market value and foreign currency adpesits and derivative settlements, net

Total other income

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

Total operating expenses

Income before income taxes
Income tax expense

Net income
Net income attributable to noncontrolling interest

Net income attributable to Nelnet, Inc. $

Earnings per common share:
Net income attributable to Nelnet, Inc. sharehaddrasic and diluted $

Weighted average common shares outstanding - aadidiluted

See accompanying notes to consolidated finanasstents.

F-4

703,00 638,14 609,23
6,791 6,66¢ 4,61¢
709,80 644,81( 613,85
273,23 230,93 268,56(
436,56 413,87 345,28
9,50( 18,50( 21,50(
427,06 395,37" 323,78
240,41« 243,42t 209,74
98,15¢ 80,68: 74,41(
82,88: 98,07¢ 117,92
54,00: 46,29¢ 39,47¢
3,651 11,69¢ 4,13¢
15,86( 18,95' (61,416
494,961 499,14 384,28;
228,07 196,16¢ 192,82
53,307 64,96 78,37¢
21,13 18,31: 33,62
149,99( 149,54; 128,73t
452,51 428,98: 433,56t
469,51 465,53 274,50
160,23 161,19 96,07
309,28 304,34 178,42t
1,671 1,66¢ 431
307,61 302,67: 177,99°
6.62 6.5¢ 3.7¢
46,469,61 46,570,31. 47,369,33
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NELNET, INC. AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income
Years ended December 31, 2014, 2013, and 2012

2014 2013 2012
(Dollars in thousands)

Net income $ 309,28 304,34: 178,42¢
Other comprehensive income:
Available-for-sale securities:

Unrealized holding gains arising during period, net 9,00¢ 9,13¢ 10,23(

Less reclassification adjustment for gains recogphin net income, net of loss (8,50¢6) (5,939 (5,79%)

Income tax effect (1849 (1,190 (1,619

Total other comprehensive income 31€ 2,00¢ 2,81z

Comprehensive income 309,59° 306,34" 181,24

Comprehensive income attributable to noncontroliirigrest 1,671 1,66¢ 431

Comprehensive income attributable to Nelnet, Inc. $ 307,92¢ 304,67t 180,81

See accompanying notes to consolidated financ@#sients.
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NELNET, INC. AND SUBSIDIARIES
Consolidated Statements of Shareholders' Equity
Years ended December 31, 2014, 2013, and 2012

Nelnet, Inc. Shareholders

Common stock shares

Class A Class B Accumulated other
Preferred Preferred common common Additional Retained comprehensive Employee notes Noncontrolling
stock shares Class A Class B stock stock stock paid-in capital earnings earnings receivable interest Total equity
(Dollars in thousands, except share data)

Balance as of December 31, 2011 — 35,643,10 11,495,37 $ —_ 35€ 11t 49,24¢ 1,017,62! —_ (1,140 — 1,066,20!
Issuance of noncontrolling interest — — — — — — — — — — 5 5
Net income — — — — — — — 177,99 — — 431 178,42¢
Other comprehensive income — — — — — — — — 2,81 — — 2,81
Distribution to noncontrolling interest — — — — — — — — — — (43)) (431)
Cash dividends on Class A and Clas

common stock - $1.40 per shar — — — — — — — (66,237) — — — (66,237)
Issuance of common stock, net of

forfeitures — 279,83« — — 3 — 3,91 — — — — 3,91¢
Compensation expense for stock bat

awards — — — — — — 2,18¢ — — — — 2,18¢
Repurchase of common stock — (806,02) — — 8 — (22,806 — — — — (22,814
Reduction of employee stock notes

receivable — — — — — — — — — 1,14C — 1,14
Balance as of December 31, 2012 — 35,116,91 11,495,37 — 351 11t 32,54( 1,129,38! 2,81t — 5 1,165,211
Issuance of noncontrolling interest — — — — — — — — — — 5 5
Net income — — — — — — — 302,67: — — 1,66¢ 304,34:
Other comprehensive income — — — — — — — — 2,00¢ — — 2,00¢
Distribution to noncontrolling interest — — — — — — — — — — (1,35)) (1,35))
Cash dividends on Class A and Clas

common stock - $0.40 per shar = = = = = = = (18,569 = — — (18,569)
Issuance of common stock, net of

forfeitures — 157,68« — — 2 — 2,371 — — — — 2,37¢
Compensation expense for stock bat

awards — — — — — — 3,102 — — — — 3,10z
Repurchase of common stock — (393,259 — — 4 — (13,13) — — — — (13,13¢)
Balance as of December 31, 2013 — 34,881,33 11,495,37 — 34¢ 11t 24,887 1,413,49; 4,81¢ — 32¢ 1,443,991
Issuance of noncontrolling interest — — — — — — — — — — 201 201
Net income — — — — — — — 307,61( — — 1,671 309,28:
Other comprehensive income — — — — — — — — 31€ — — 31€
Distribution to noncontrolling interest — — — — — — — — — — (1,970 (1,970
Cash dividends on Class A and Class B

common stock - $0.40 per share — — — — — — — (18,547) — — — (18,547
Issuance of common stock, net of

forfeitures — 248,29( — — 3 — 3,551 — — — — 3,55¢
Compensation expense for stock based

awards — — — — — — 4,561 — — — — 4,561
Repurchase of common stock — (381,689 — — 4 — (15,709 — — — — (15,719
Conversion of common stock — 8,44t (8,445 — — — — — — — — —
Balance as of December 31. 2014 —  34,756,38 1148693 $ — 34¢ 11E 17,29( 1,702,561 5,13t — 23C 1,725,67:
See accompanying notes to consolidated financigéstents.
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NELNET, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows
Years ended December 31, 2014, 2013, and 2012

2014 2013 2012
(Dollars in thousands)
Net income attributable to Nelnet, Inc. $ 307,61( 302,67: 177,99°
Net income attributable to noncontrolling interest 1,671 1,66¢ 431
Net income 309,28: 304,34: 178,42¢
Adjustments to reconcile net income to net caskigeal by operating activities, net of acquisitions:
Depreciation and amortization, including debt disas and student loan premiums and deferred otigimaosts 107,96¢ 79,484 116,78:
Student loan discount accretion (43,479 (36,259 (44,380)
Provision for loan losses 9,50(C 18,50( 21,50(
Derivative market value adjustment 20,31( (83,879 27,83:
Foreign currency transaction adjustment (58,019 35,28t 19,56:
Payment for interest rate swap option (9,087) — —
Proceeds (payments) to terminate/amend derivatiteliments, net 1,76¢ 65,89( (6,005
Loss (gain) on sale of loans, net 2,96¢ 33 (11€)
Gain from debt repurchases (6,615 (11,666€) (4,029
Gain from sales of available-for-sale securities, n (8,50¢) (5,93¢) (5,799
Proceeds from sales of trading securities, net 3,12¢ — —
Deferred income tax expense (benefit) 19,65¢ 2,53¢ (23,829
Non-cash compensation expense 4,69¢ 3,32¢ 3,02(
Other 7,127 112 1,94¢
Decrease in accrued interest receivable 5,20% 8,341 8832
Decrease in accounts receivable 6,69( 7,56¢€ 16
Decrease (increase) in other assets 2,372 (4,789 2,322
Increase (decrease) in accrued interest payable 3,00¢ (439 (4,869
(Decrease) increase in other liabilities (20,529 4,782 16,04+
Net cash provided by operating activities 357,44¢ 387,18( 299,31¢
Cash flows from investing activities, net of acdioss:
Purchases of student loans and student loan résider@sts (3,753,93) (2,392,671 (3,777,01)
Net proceeds from student loan repayments, claiagstalized interest, participations, and other 3,700,00:! 2,852,117 3,112,74.
Proceeds from sale of student loans 50,19( 43,29: 107,09:
Purchases of available-for-sale securities (192,999 (219,899 (190,25()
Proceeds from sales of available-for-sale secaritie 241,79: 103,25( 165,85
Purchases of other investments (45,92%) (20,307 —
Repayments of receivables and other assets 15,81¢ — —
Purchases of property and equipment, net (26,489 (17,010 (9,949
(Increase) decrease in restricted cash and invassmest (51,13%) 147,74: (201,149
Business and asset acquisitions, net of cash achjuir (46,839 — —
Net cash (used in) provided by investing activities (209,509 496,58( (792,659
Cash flows from financing activities, net of boriogs assumed:
Payments on bonds and notes payable (3,632,74) (5,153,05) (4,444,09)
Proceeds from issuance of bonds and notes payable 3,502,311 4,312,72! 5,066,95!
Payments of debt issuance costs (14,939 (13,69 (18,199
Dividends paid (18,547 (18,569 (66,237
Repurchases of common stock (15,719 (13,136 (22,819
Proceeds from issuance of common stock 65€ 561 48C
Payments received on employee stock notes receivabl — — 1,14C
Issuance of noncontrolling interest 201 5 5
Distribution to noncontrolling interest (2,970 (2,35)) (431)
Net cash (used in) provided by financing actbti (180,72 (886,52 516,79°
Net increase (decrease) in cash and cash equisalent 67,21« (2,769 23,46.
Cash and cash equivalents, beginning of year 63,26 66,03: 42 ,57(
Cash and cash eauivalents. end of » $ 130,48: 63,267 66,03:
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Cash disbursements made for:
Interest
Income taxes, net of refunds
Noncash activity:
Investing activity - student loans and other asaetglired
Investing activity - sale of education lending sdi@y, including student loans and other assets
Investing activity - note receivable obtained imeection with sale of education lending subsidiary

Financing activity - borrowings and other liabaisi transferred in sale of education lending suasidi

Financing activity - borrowings and other liabéi assumed in acquisition of student loans

$ 210,70( 190,99¢ 234,60t
$ 155,82¢ 154,84( 114,75¢
$ 2,571,99 1,715,261 —
$ 246,37t — —
$ 20,731 = =
$ 225,13¢ — —
$ 2,444,87. 1,676,76. —

Supplemental disclosures of noncash operatingraresting activities regarding the Company's busiraesjuisition is contained in note 7.

See accompanying notes to consolidated finanagérstents.
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NELNET, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(Dollars in thousands, except share amounts, uotbgswise noted)

1. Description of Busines

Nelnet, Inc. and its subsidiarie“Nelnet” or the “Company”provides educational services in loan servicingnpent processing, education plann
and asset management. These products and sereipesthdents and families plan, prepare, and payhfsr education and make the administre
and financial processes more efficient for schaold financial organizations. In addition, the Compaarns interest income on a portfolio of fedg
insured student loans. Substantially all revenamfexternal customers is earned, and all long lagskts are located, in the United States.

The Company was formed as a Nebraska corporatid®78 to service federal student loans for two lli@aks. The Company built on this ini
foundation as a servicer to become a leading aigm holder, and servicer of federal student lpariscipally consisting of loans originated undes
Federal Family Education Loan Program (“FFELP” BFEL Program”) of the U.S. Department of Educafibre “Department”).

Effective July 1, 2010, the Health Care and EdwcaReconciliation Act of 2010 (the "Reconciliatidwet of 2010”) prohibits new loan originatiol
under the FFEL Program and requires that all nelerfd student loan originations be made throughFeral Direct Loan Program. This law ¢
not alter or affect the terms and conditions ofsewg FFELP loans. As a result of this law, the @amy no longer originates new FFELP lo:
However, the Company believes there will be comthopportunities to purchase FFELP loan portfoliosn current FFELP loan holders looking
adjust their FFELP businesses. In addition, to cedts reliance on interest income on student lores Company has significantly diversified
increased its education-related products and svic

The Company has three reportable operating segnidmsCompany's reportable operating segmentsdaeciu

e Student Loan and Guaranty Servicing
e Tuition Payment Processing and Campus Commerce
¢ Asset Generation and Management

A description of each reportable operating segnernncluded below. In 2014, management determired the Company's Enrollment Servi
business no longer met the quantitative thresh@dswvhich separate information about an operatiegnsent is required. Prior period segn
operating results were restated to conform to theeat period presentation. See note 14 for additionformation on the Company's segn
reporting.

Student Loan and Guaranty Servicir
The following are the primary products and servitesCompany offers as part of its Student Loan@udranty Servicing operating segment:

»  Servicing federallypwned student loans for the Departn

e Servicing FFELP loar

e Marketing, originating, and servicing private ediima loan:

e Servicing and outsourcing services for FFELP gugragencies, including FFELP guaranty collectiorviees
e Providing student loan servicing software and othfarmation technology products and serv

« Providing outsourced services including call cerpeocessing, and marketing serv

The Student Loan and Guaranty Servicing operataggnent provides for the servicing of the Compastuslent loan portfolio and the portfolios
third parties. The loan servicing activities inadutban conversion activities, application procegsiborrower updates, customer service, pay
processing, due diligence procedures, funds manewgeneconciliations, and claim processing. Thedéviies are performed internally for t
Company's portfolio in addition to generating entdifee revenue when performed for third-partyrdse

The Company is one of four private sector companigarded a student loan servicing contract by tepaitment to provide additional servic
capacity for loans owned by the Department.
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This operating segment also provides servicingvitiets for guaranty agencies, which serve as ingeliaries between the Department and FF
lenders, and are responsible for paying the clairade on defaulted loans. The services provided®yompany include providing software and
center services, borrower and loan updates, dedaalision tracking services, claim processing sesjiand post-default collection services.

This operating segment also provides student leavicing software, which is used internally by thempany and licensed to thipdty student loe
holders and servicers. These software systems Ibese adapted so that they can be offered as hesteiting software solutions usable by t
parties to service various types of student loatiding Federal Direct Loan Program and FFEL Paiogloans.

In addition, this segment provides business prooessourcing specializing in contact center managenilrhe contact center solutions and ser
include taking inbound calls, helping with outre@empaigns and sales, and interacting with custetheough multi-channels.

Tuition Payment Processing and Campus Commerce

The Company's Tuition Payment Processing and Car@puasmerce operating segment provides products arwices to help students and fami
manage the payment of education costs. In additios,operating segment provides school informatigstem software for private and falthse:
schools that help schools automate administratieegsses such as admissions, scheduling, studiémg,battendance, and grade book manager
This segment also provides innovative educattmused technologies, services, and support sokitio help schools with the everyday challeng:
collecting and processing commerce data.

In the K12 market, the Company offers actively managedotuipayment plans and billing services, school rimiation system software, &
assistance with financial needs assessment and dasigagement. In the higher education market, theag@ny primarily offers actively manag
tuition payment plans and campus commerce techied@nd payment processing.

Asset Generation and Manageme

The Company's Asset Generation and Managementtogesegment includes the acquisition, managensartt,ownership of the Company's stu
loan assets, which has historically been the Coylipdargest product and service offering. Nearlysaldent loan assets included in this segmer
loans originated under the FFEL Program, includimgStafford Loan Program, the PLUS Loan programd, laans that reflect the consolidation in
single loan of certain previously separate borroaldigations (“Consolidation”)The Company generates a substantial portion @faiteings from tr
spread, referred to as the Company's student lo@ad, between the yield it receives on its stutteart portfolio and the associated costs to fin
such portfolio. The student loan assets are hedddaries of education lending subsidiaries andcés®d securitization trusts designed specifictdt
this purpose. In addition to the student loan spe=aned on its portfolio, all costs and activisg@ciated with managing the portfolio, such asisiny
of the assets and debt maintenance, are includiisisegment.

Corporate and Other Activities

Other business activities and operating segmeatsatie not reportable are combined and includégbimporate and Other Activities. Corporate and
Other Activities include the following items:

e The operating results of Whitetail Rock Capitadnagement, LLC ("WRCM"), the Company's SE&istered investment advisory subsid
» The operating results of the Enrollment Servicesiries

* Income earned on certain investment activ

* Interest expense incurred on unsecured debt tramss

« Other product and service offerings that are nasimered reportable operating segm

Corporate and Other Activities also include certedmporate activities and overhead functions rdldate executive management, human resot
accounting, legal, occupancy, and marketing. Tleesés are allocated to each operating segment loaisestimated use of such activities and services.
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2. Summary of Significant Accounting Policies and Pratices
Consolidation

The consolidated financial statements include twants of Nelnet, Inc. and its consolidated subsik, including its education lending subsidis
for which the Company is the primary beneficiaryl. $\gnificant intercompany balances and transastiopave been eliminated in consolidation.

The Company's education lending subsidiaries (aialdée Interest Entities ("VIES")) are engaged lie tsecuritization of education finance as
These education lending subsidiaries hold benéfioi@rests in eligible loans, subject to creditevigh specific interests. The liabilities of 1
Company's education lending subsidiaries are reotlitect obligations of Nelnet, Inc. or any ofédther subsidiaries. Each education lending sulysi
is structured to be bankruptcy remote, meaning ithahould not be consolidated in the event of lbaptcy of the parent company or any o
subsidiary. The Company has determined it is tiragny beneficiary of its education lending subsidis (VIES). The primary beneficiary is the er
which has both: (1) the power to direct the adgitof the VIE that most significantly impact théE6 economic performance, and (2) the obligata
absorb losses or receive benefits of the entity ¢bald potentially be significant to the VIE. T@®mpany is generally the administrator and m
servicer of the securitized assets held in its atioc lending subsidiaries and owns the residuaré@st of the securitization trusts. As a result
accounting purposes, the transfers of student ltatiee eligible lender trusts do not qualify alesaAccordingly, all the financial activities anelatec
assets and liabilities, including debt, of the siimations are reflected in the Company's conswéd financial statements and are summariz
supplemental information on the balance sheet.

Noncontrolling Interest

Noncontrolling interest reflects the proportionateare of membership interest (equity) and net ireatiributable to the holders of mino
membership interests in WRCM.

Use of Estimates

The preparation of the consolidated financial statets in conformity with U.S. generally accepteccamting principles (“GAAP”)require:
management to make a number of estimates and assomthat affect the reported amounts of asseatdiahilities, reported amounts of revenues
expenses, and other disclosures. Actual resultsdiffgy from those estimates.

Student Loans Receivab

Student loans consist of federally insured studesns and private education loans. If the Compaay the ability and intent to hold loans for
foreseeable future, such loans are held for invesstrand carried at amortized cost. Amortized aodudes the unamortized premium or discount
capitalized origination costs and fees, all of ishéme amortized to interest income. Loans whichhed-forinvestment also have an allowance
loan loss as needed. Any loans the Company haahility and intent to sell are classified as heid $ale and are carried at the lower of cost @
value. Loans which are held for sale do not haeeatssociated premium or discount and originatiaiscand fees amortized into interest income
there is also no related allowance for loan losEbere were no loans classified as held for salef &scember 31, 2014 and 2013.

Federally insured loans were originated under tRE&LFProgram by certain eligible lenders as defibgdthe Higher Education Act of 1965,
amended (the “Higher Education ActThese loans, including related accrued interest,galaranteed at their maximum level permitted urtke
Higher Education Act by an authorized guaranty agewhich has a contract of reinsurance with thpddenent. The terms of the loans, which »
on an individual basis, generally provide for repayt in monthly installments of principal and irtst: Generally, Stafford and PLUS loans t
repayment periods between five and ten years. Qidaton loans have repayment periods of twelvehioty years. FFELP loans do not req:
repayment while the borrower is §echool, and during the grace period immediatelynupaving school. The borrower may also be graatddfermer
or forbearance for a period of time based on ndedng which time the borrower is not consideredbéoin repayment. Interest continues to accrt
loans in the irschool, deferment, and forbearance period. Inteatss on loans may be fixed or variable, dependpon the type of loan, terms of
loan agreements, and date of origination.
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Substantially all FFELP loan principal and relagetrued interest is guaranteed as provided by ifjeeld Education Act. These guarantees are st
to the performance of certain loan servicing dukgelice procedures stipulated by applicable Depamtnregulations. If these due dilige
requirements are not met, affected student loarysmatibe covered by the guarantees in the evelmbiwbwer default. Such student loans are subjt
“cure” procedures and reinstatement of the guaeamteler certain circumstances.

Student loans receivable also includes private &ilut loans. Private education loans are loansutdesits or their families that are néederal loan
and loans not insured or guaranteed under the FFEh&se loans are used primarily to bridge the lggtpveen the cost of higher education anc
amount funded through financial aid, federal loamdyorrowers' resources. The terms of the priedtecation loans, which vary on an individual bi
generally provide for repayment in monthly instadims of principal and interest over a period ofta80 years. The private education loans ar
covered by a guarantee or collateral in the evEhbower default.

Allowance for Loan Losse

The allowance for loan losses represents manageestimate of probable losses on student loans pféwvision for loan losses reflects the acti
for the applicable period and provides an allowaaice level that the Company's management belisvagpropriate to cover probable losses inhi
in the loan portfolio. The Company evaluates thega@cy of the allowance for loan losses on itsrbeinsured loan portfolio separately from
private education loan portfolio. These evaluapoocesses are subject to numerous judgments aredtaimties.

The allowance for the federally insured loan pditfes based on periodic evaluations of the Comfmtoan portfolios considering loans in repayn
versus those in a nonpaying status, delinquentysstiiends in defaults in the portfolio based @m@any and industry data, past experience, trei
student loan claims rejected for payment by guarantchanges to federal student loan programserugconomic conditions, and other rele
factors. The federal government guarantees 97 peodahe principal of and the interest on fedgrafisured student loans disbursed on and afte:
1, 2006 (and 98 percent for those loans disburseahd after October 1, 1993 and prior to July D&Pwhich limits the Company's loss exposur
the outstanding balance of the Company's fedeiradlyred portfolio. Student loans disbursed prioDtiober 1, 1993 are fully insured.

In determining the appropriate allowance for loassks on the private education loans, the Compangiders several factors, including: loan
repayment versus those in a nonpaying status,qiedimcy status, type of program, trends in defanlthe portfolio based on Company and indu
data, past experience, current economic conditimmg,other relevant factors. The Company placas$vatp education loan on nonaccrual status \
the collection of principal and interest is 30 dagst due, and charges off the loan when the ¢mleof principal and interest is 120 days past.
Collections, if any, are reflected as a recovergulgh the allowance for loan losses.

Management has determined that each of the fegeénsllired loan portfolio and the private educatimen portfolio meets the definition of a portfc
segment, which is defined as the level at whicheatity develops and documents a systematic methodidtermining its allowance for cre
losses. Accordingly, the portfolio segment disules are presented on this basis in note 3 for eadhese portfolios. The Company does
disaggregate its portfolio segment student loarif@ars into classes of financing receivables. tdiéion, as of December 31, 2014 and 201Be
Company did not have any impaired loans as definetie Receivables Topic of the Financial Accougtitandards Board ("FASB") Account
Standards Codification.

For loans purchased where there is evidence oftaletkrioration since the origination of the loéime Company records a credit discount, sep
from the allowance for loan losses, which is rrmoretable to interest income. Remaining discoantspremiums for purchased loans are recogni:
interest income over the remaining estimated |nfethe loans. The Company continues to evaluatditdesses associatedth purchased loans bas
on current information and changes in expectatiortetermine the need for any additional allowdiocdoan losses.

Cash and Cash Equivalents and Statement of Cashwdo

For purposes of the consolidated statements of fbasis, the Company considers all investments wigturities when purchased of three montt
less to be cash equivalents.

Accrued interest on loans purchased and sold isded in cash flows from operating activities ie thespective period. Net purchased accrued in
was $55.0 million , $29.0 million , and $68.0 naliin 2014 , 2013 , and 2012 , respectively.
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Investments

The Company's available-for-sale investment pddfobnsists of student loan asbeicked securities and equity and debt securitieesd& securiti¢
are carried at fair value, with the temporary clemnin fair value, net of taxes, carried as a sépa@mponent of shareholdeesjuity. The amortize
cost of debt securities in this category (includthg student loan assle#icked securities) is adjusted for amortizatiopm@miums and accretion
discounts, which are amortized using the effeciiterest rate method. Other-thamporary impairment is evaluated by consideringess factors
including the length of time and extent to whicle tfair value has been less than the amortized lzasis, the financial condition and néars
prospects of the issuer of the security (consideféictors such as adverse conditions specificaos#turity and ratings agency actions), and thet
and ability of the Company to retain the investmenallow for any anticipated recovery in fair valurhe entire fair value loss on a security th&
experienced an other-tha@mporary impairment is recorded in earnings if @@mpany intends to sell the security or if it isma likely than not thi
the Company will be required to sell the securigfdbe the expected recovery of the loss. Howev¥ehe impairment is other-thaemporary, an
either of those two conditions does not exist,fbaion of the impairment related to credit losgesecorded in earnings and the impairment relsd
other factors is recorded in other comprehensigerire.

Securities classified as trading are accountedtfdair value, with unrealized gains and losse&thed in "other income" in the consolidated statets
of income.

Securities that the Company has the intent andtyatil hold to maturity are classified as heldr@turity and are accounted for at amortized colts:
the security is determined to have an other-tieamporary impairment. In that case, it is accourftedin the same manner as described abov
available-for-sale investments.

When an investment is sold, the cost basis is aéted through specific identification of the setysold.
Restricted Cash and Investmen

Restricted cash primarily includes amounts for sfudoan securitizations and other secured borrgsviThis cash must be used to make payr
related to trust obligations. Amounts on deposithiese accounts are primarily the result of timdifferences between when principal and intere
collected on the student loans held as trust assetsvhen principal and interest is paid on thetwassebacked debt securities. Restricted cash
includes collateral deposits with derivative coupéeties.

Cash balances that the Company's indentured tlegpissit in guaranteed investment contracts thaleldefor the related asse#cked note holders ¢
classified as restricted investments. The Compasydhassified these investments as helové&urity and accounts for them at amortized cokich
approximates fair value.

Restricted Casl- Due to Customers

As a servicer of student loans, the Company callstiident loan remittances and subsequently disbuhgse remittances to the appropriate let
entities. In addition, as part of the Company'stidoi Payment Processing and Campus Commerce apgrsegment, the Company collects tui
payments and subsequently remits these paymette tappropriate schools. Cash collected for custeraed the related liability are included in
accompanying consolidated balance sheets.

Accounts Receivabl

Accounts receivable are presented at their neizeddé values, which include allowances for doubdftcounts. Allowance estimates are based
individual customer experience, as well as theaigeceivables and likelihood of collection.

Business Combination

The Company uses the acquisition method in acaogiritr acquired businesses. Under the acquisitiethad, the financial statements reflect
operations of an acquired business starting froencibmpletion of the acquisition. The assets acduamed liabilities assumed are recorded at
respective estimated fair values at the date ofiiatipn. Any excess of the purchase price overgsiEmated fair values of the identifiable net &
acquired is recorded as goodwill. All contingenhsideration is measured at fair value on the aderisdate and included in the considera
transferred in the acquisition. Contingent
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consideration classified as a liability is remeasuto fair value at each reporting date until thatimgency is resolved, and changes in fair vahe
recognized in earnings.

Goodwill

The Company reviews goodwill for impairment annydih the fourth quarter) and whenever triggeringrgs or changes in circumstances indica
carrying value may not be recoverable. Goodwitested for impairment using a fair value approdctha reporting unit level. A reporting unit is
operating segment, or a business one level belatwoferating segment if discrete financial inforimrais prepared and regularly reviewed by seq!
management. However, components are aggregatesirgl@reporting unit if they have similar econoroharacteristics.

The Company tests goodwill for impairment in acemce with applicable accounting guidance. The guidgprovides an entity the option to 1
assess qualitative factors to determine whetheexigence of events or circumstances leads taegirdmation that it is more likely than not (mohat
50%) that the estimated fair value of a reportimit is less than its carrying amount. If an entifiects to perform a qualitative assessment
determines that an impairment is more likely thaty the entity is then required to perform a tstep quantitative impairment test (described be
otherwise no further analysis is required. An grdaiso may elect not to perform the qualitativeeassnent and, instead, proceed directly to thestep-
guantitative impairment test.

If the Company elects to not perform a qualitatsgsessment or if the Company determines it is fikely than not that the fair value of a report
unit is less than the carrying amount, then the gamyg performs a twstep impairment test on goodwill. In the first stédpe Company compares
fair value of each reporting unit to its carryinglue. If the fair value of the reporting unit exdedhe carrying value of the net assets assignéuai
unit, goodwill is considered not impaired and thar@any is not required to perform further testifighe carrying value of the net assets assign
the reporting unit exceeds the fair value of theoréng unit, then the Company must perform theosdcstep of the impairment test in orde
determine the implied fair value of the reportingtis goodwill. If the carrying value of a repogimnit's goodwill exceeds its implied fair valubet
the Company would record an impairment loss equ#ié difference.

Determining the fair value of a reporting unit imwes the use of significant estimates and assumpti®hese estimates and assumptions in
revenue growth rates and operating margins usexhltulate projected future cash flows, re#justed discount rates, future economic and m
conditions, and determination of appropriate mackehparables. Actual future results may differ frihrose estimates.

See note 9 for information regarding the Compaagtsual goodwill impairment review.

Intangible Asset:

Intangible assets with finite lives are amortizeeotheir estimated lives. Such assets are amdrtiseng a method of amortization that reflects
pattern in which the economic benefits of the igthle asset are consumed or otherwise used upatfgattern cannot be reliably determined
Company uses a straight-line amortization method.

The Company evaluates the estimated remaining lubefs of purchased intangible assets and whetlients or changes in circumstances warr
revision to the remaining periods of amortization.

Property and Equipmen

Property and equipment are carried at cost, netcofimulated depreciation. Maintenance and repairsizarged to expense as incurred, and 1
improvements, including leasehold improvements capgtalized. Gains and losses from the sale gigny and equipment are included in determi
net income. The Company uses accelerated andldttiig methods for recording depreciation and amatitin. Accelerated methods are usec
certain equipment and software when this methobeigeved to provide a better matching of income amrgenses. Leasehold improvements
amortized over the lesser of their useful lifehw telated estimated lease period.
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Impairment of Lon¢-Lived Assets

The Company reviews its lorliyed assets, such as property and equipment arathgged intangibles subject to amortization, fgpaimment whenew:
events or changes in circumstances indicate tleatahrying amount of an asset may not be recover&gcoverability of assets to be held and us
measured by a comparison of the carrying amouanhadsset to estimated undiscounted future casls floypected to be generated by the asset.
carrying amount of an asset exceeds its estimatedsf cash flows, an impairment charge is recoghimethe amount by which the carrying amour
the asset exceeds the fair value of the assetCbhgpany uses estimates to determine the fair \@llengived assets. Such estimates are gene
based on estimated future cash flows or cost sawasgociated with particular assets and are disedua present value using an appropriate dist
rate. The estimates of future cash flows associattidassets are generally prepared using a cesigeamethod, a lost income method, or an e»
return method, as appropriate. In utilizing suctthuds, management must make certain assumptiong #igmamount and timing of estimated fu
cash flows and other economic benefits from thetasshe remaining economic useful life of the tsssend general economic factors concernin
selection of an appropriate discount rate. The Gowipnay also use replacement cost or market coagpagpproaches to estimating fair value if «
methods are determined to be more appropriate.

Assumptions and estimates about future values emdining useful lives of the Company's intangilbhel ather longived assets are complex ¢
subjective. They can be affected by a variety ofdes, including external factors such as indusing economic trends, and internal factors su
changes in the Company's business strategy anthaht®recasts. Although the Company believes flsfical assumptions and estimates use
reasonable and appropriate, different assumptiodsatimates could materially impact the reporiedricial results.

Other Assets

Other assets are recorded at cost or amortizechndstonsist primarily of debt issuance costsageitvestments, and other miscellaneous assekt
issuance costs are amortized using the effectieedst method.

Fair Value Measurements
The Company uses estimates of fair value in apglyarious accounting standards for its financiateshents.

Fair value is defined as the price to sell an assg&tansfer a liability in an orderly transactibetween willing and able market participants. Ingal
the Company's policy in estimating fair valuesdditst look at observable market prices for ideatiassets and liabilities in active markets, w
available. When these are not available, othertsjame used to model fair value, such as pricesimflar instruments, yield curves, volatiliti
prepayment speeds, default rates, and credit spreelging first on observable data from active kets. Depending on current market conditi
additional adjustments to fair value may be basedagtors such as liquidity, credit, and bid/ofegreads. In some cases fair values are bas
estimates using present value or other valuationnigues. Those techniques are significantly aéfédtty the assumptions used, including the dist
rate and estimates of future cash flows. Transaatwsts are not included in the determination of falue. When possible, the Company seel
validate the model's output to market transacti@epending on the availability of observable inpatsl prices, different valuation models cc
produce materially different fair value estimaf€se values presented may not represent futuredfiies and may not be realizable. Additionallyré¢
may be inherent weaknesses in any calculation teeanand changes in the underlying assumptiond, useluding discount rates and estimate
future cash flows, could significantly affect thatisates of current or future values.

The Company categorizes its fair value estimatesedban a hierarchical framework associated witketHevels of price transparency utilizec
measuring assets and liabilities at fair valuesS§ifecation is based on the lowest level of infattis significant to the fair value of the instrem. The
three levels include:

» Level 1: Quoted prices fadentical instruments in active markets. The types of finahaistruments included in Level 1 are highly lid
instruments with quoted prices.

» Level 2: Quoted prices faimilar instruments in active markets; quoted prices fentital or similar instruments in markets that moeactive; an
model-derived valuations whose inputs are obseevabWhose primary value drivers are observable.
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* Level 3: Instruments whose primary value drivars unobservable Inputs are developed based on the best informati@ilable; howeve
significant judgment is required by managementanaioping the inputs.

The Company's accounting policy is to recognizedfers between levels of the fair value hierardityr@ end of the reporting period.
Revenue Recognitio

Loan interest incom- Loan interest is paid by the Department or the dwer, depending on the status of the loan at tine Bf the accrual.
addition, the Department makes quarterly interabsigly payments on certain qualified FFELP loand time student is required under the provis
of the Higher Education Act to begin repayment. Bater repayment of FFELP loans normally begins ivitsix months after completion of 1
borrower's course of study, leaving school, or icgat carry at least one-half the normal fiithe academic load, as determined by the educa
institution. Borrower repayment of PLUS and Cordation loans normally begins within 60 days frone tate of loan disbursement. Borro
repayment of private education loans typically bhegsix months following the borrower's graduatioonf a qualified institution, and the interes
either paid by the borrower or capitalized annuatiyat repayment.

The Department provides a special allowance todeng@articipating in the FFEL Program. The spealiwance is accrued based upon the f
guarter average rate of 13-week Treasury Bill ancti(for loans originated prior to January 1, 2000}he fiscal quarter average rate of daily one-
month LIBOR rates (for loans originated on andrafenuary 1, 2000) relative to the yield of thedstut loan.

The Company recognizes student loan income as ésameé of amortization of loan premiums and def¢wdgination costs and the accretion of |
discounts. Loan income is recognized based upomtpected yield of the loan after giving effectititerest rate reductions resulting from borrc
utilization of incentives such as timely paymeritsofrower benefits”Jand other yield adjustments. Loan premiums or distx) deferred originatic
costs, and borrower benefits are amortized/accreted the estimated life of the loan, which inclsei@a estimate of prepayment rates. The Con
periodically evaluates the assumptions used tmasdi the life of the loans and prepayment rates.

The Company also pays the Department an annuaba$8S point rebate fee on Consolidation loans. @mebate fees are netted against loan in
income.

Student loan and guaranty servicing revepustudent loan and guaranty servicing revenue stnsf the following items:

¢ Loan and guaranty servicing fe— Loan servicing fees are determined according tividdal agreements with customers and are calal
based on the dollar value of loans, number of Ipansumber of borrowers serviced for each custo@earanty servicing fees are genel
calculated based on the number of loans serviceldme of loans serviced, or amounts collected. Regds recognized over the periot
which services are provided to customers, and witténate collection is assured.

e Guaranty collections revenue Guaranty collections revenue is earned when celedCollection costs paid to third parties assedatitt
this revenue is expensed upon successful collection

* Software services revenueSoftware services revenue is determined from idldiai agreements with customers and includes licans
maintenance fees associated with student loan awdtywroducts. Computer and software consulting @mdote hosting revenues
recognized over the period in which services ao®iged to customers.

Tuition payment processing, school information, ar@inpus commerce revenueTdition payment processing, school information, am@npu
commerce revenue includes actively managed tuipayment solutions, remote hosted school informatigstems software, and online payn
processing. Fees for these services are recogaizadhe period in which services are providedust@mers. Cash received in advance of the de
of services is included in deferred revenue.
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Enrollment Services Reven- Enroliment services revenue primarily consisttheffollowing items:

¢ Inquiry Generation and Manageme- This revenue is derived primarily from fees which aarned through the delivery of qualified incge
or clicks. The Company recognizes revenue whenupsige evidence of an arrangement exists, delitiasy occurred, the fee is fixed
determinable, and collectability is reasonably esguDelivery is deemed to have occurred at the @ingualified inquiry or click is deliver
to the customer, provided that no significant adtigns remain. From time to time, the Company ngrgea to credit certain inquiries or clic
if they fail to meet the contractual or other guildes of a particular client. The Company has dishbd a sales reserve based on histc
experience. To date, such credits have been imiakagd within management’s expectations.

For a portion of this revenue, the Company hasesgests with providers of online media or traffimffuiry generation vendors)sed in th
generation of inquiries or clicks. The Company reee a fee from its customers and pays a fee tontdpgry generation vendors either @
cost per inquiry, cost per click, or cost per numiiieimpressions basis. The Company is the prinodtigor in the transaction. As a result,
fees paid by the Company’s customers are recograge@venue and the fees paid to its inquiry géioeraendors are included ircést tc
provide enrollment services” in the Company’s céidsded statements of income.

e Content Solutions Several content solutions services, including sesvito connect students to colleges and univessitiee sold based
subscriptions. Revenue from sales of subscript@mices is recognized ratably over the term ofdbmetract as earned. Subscription reve
received or receivable in advance of the deliveinsearvices is included in deferred revenue. Reveinom the sale of print products
generally earned and recognized, net of estimaenins, upon shipment or delivery. All other revensirecognized over the period in wt
services are provided to customers.

Other income Other income includes realized and unrealized gaimtslosses on investments and borrower late faa@rie, which is earned by |
education lending subsidiaries and is recognizednmbayments are collected from the borrower. Otheosme also includes investment advis
income. The Company provides investment advisoryices through an SE@gistered investment advisor subsidiary undemouariarrangements &
earns annual fees on the outstanding balance e$iments and certain performance measures, wheateengnized monthly as earned.

Interest Expense

Interest expense is based upon contractual intea¢ss, adjusted for the amortization of debt ieseacosts and the accretion of discounts.
amortization of debt issuance costs and accrefiglisoounts are recognized using the effectiverasiemethod.

Transfer of Financial Assets and Extinguishments bfabilities

The Company accounts for loan sales and debt reases in accordance with applicable accountingameiel. If a transfer of loans qualifies as a
the Company derecognizes the loan and recognizesnaor loss as the difference between the carremjs of the loan sold and the consider:
received. The Company from time to time repurch@sesutstanding debt and records a gain or losherarly extinguishment of debt based upo
difference between the carrying amount of the deltthe amount paid to the third party. The Companggnizes the results of a transfer of loans
the extinguishment of debt based upon the settledse of the transaction.

Derivative Accounting

The Company records derivative instruments on tmsalidated balance sheets as either an assetbdityi measured at its fair value. The Comg
determines the fair value for its derivative instents using either (i) pricing models that consiclerent market conditions and the contractual $
of the derivative instrument or (ii) counterpariglwations. The Company does not offset fair valmewants recognized for derivative instruments
fair value amounts recognized for the right to aeul cash collateral (a receivable) or the obligatio return cash collateral (a payable) arisingn
derivative instruments that are recognized at\Walue and executed with the same counterparty uadeaster netting arrangement. The factors
impact the fair value of the Company's derivativesude interest rates, time value, forward interate curve, and volatility factors, as well asefgr
exchange rates. Pricing models and their underlggsmmptions impact the amount and timing of uiredlgains and losses recognized, and the
different pricing models or assumptions could pauifferent financial results. Management hascsined all of the Company's derivat
transactions with the intent that each is econoligiedfective; however, the Company's derivativetmmments do not qualify for hedge accounting
a result, the change in fair value of derivativetinments is reported
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in current period earnings. Changes or shifts enfttward yield curve and fluctuations in curremajes can significantly impact the valuation of
Companys derivatives, and therefore impact the financaaitoon and results of operations of the Companyy proceeds received or payments n
by the Company to terminate a derivative in advaotés expiration date, or to amend the terms mfeaisting derivative, are included in
Company's consolidated statements of income anda@unted for as a change in fair value of suclvatéve. The changes in fair value of deriva
instruments, as well as the settlement payment&maduch derivatives, are included defivative market value and foreign currency aapgsits an
derivative settlements, net” on the consolidatatestents of income.

Foreign Currency

During 2006, the Company issued Euro-denominatedifiowhich are included in “bonds and notes payabtethe consolidated balance she
Transaction gains and losses resulting from exahaate changes when meeasuring these bonds to U.S. dollars at the balaheet date are incluc
in “derivative market value and foreign currencyuatinents and derivative settlements, net” on thesolidated statements of income.

Income Taxes

Income taxes are accounted for under the asseliahility method. Deferred tax assets and lialghtiare recognized for the future tax consequs
attributable to differences between the finandialesnent carrying amounts of existing assets atuilies and their respective tax bases and oiog
loss and tax credit carry forwards. Deferred tasets and liabilities are measured using enactedat®s expected to apply to taxable income i
years in which those temporary differences are ebgpeto be recovered or settled. The effect onrdsdetax assets and liabilities of a change ir
rates is recognized in income in the period theluithes the enactment date.

Income tax expense includes deferred tax expertiehwepresents the net change in the deferreddsat or liability balance during the year, plug
change made in the valuation allowance, and cuteenexpense, which represents the amount of tevemtly payable to or receivable from a
authority plus amounts for expected tax deficiem¢ircluding both tax and interest).

Compensation Expense for Stock Based Awards

The Company has a restricted stock plan that énaed to provide incentives to attract, retain, anudivate employees in order to achieve long
growth and profitability objectives. The restrictstbck plan provides for the grant to eligible eoygles of awards of restricted shares of Cla
common stock. The fair value of restricted stoclkaris is determined on the grant date based on dmep@ny's stock price and is amortize:
compensation cost over the related vesting periotigh range up to ten years. For those awards avith service conditions that have graded ve:
schedules, the Company recognizes compensatiomsxpa a straightne basis over the requisite service period faheseparately vesting portion
the award, as if the award was, in substance, phelldwards.

Stock Repurchase
In accordance with the corporate laws of the statehich the Company is incorporated, all shargsirehased by the Company are legally retired

acquisition by the Company.
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3. Student Loans Receivable and Allowance for lam Losses

Student loans receivable consisted of the following

As of December 31,

2014 2013

Federally insured loans
Stafford and other $ 6,030,82! 6,686,62
Consolidation 22,165,60 19,363,57
Total 28,196,43 26,050,20
Private education loans 27,47¢ 71,10:¢
28,223,90 26,121,30
Loan discount, net of unamortized loan premiumsaefdrred origination costs (a) (169,81)) (158,59
Allowance for loan losses — federally insured loans (39,170 (43,440
Allowance for loan losses — private education loans (9,730 (11,687)
$ 28,005,19 25,907,58

(a) At December 31, 2014 and 2013, "loan discauett,of unamortized loan premiums and deferred waigdn costs" included $28.8 million as&0.z
million , respectively, of non-accretable discoassociated with purchased loans of $8.5 billion $4d billion , respectively.

Student Loan Residual Interests

On October 31, 2013, the Company acquired the ashigerinterest in GCO Education Loan Funding Truisfthe "GCO Trust") giving the
Company rights to the residual interest in $1.6dvilof securitized federally insured consolidatioans. GCO Trusk includes loans funded to te
with $1.6 billion (par value) of notes payable thatry interest rates on a spread to LIBOR or at@sd periodically reset via a "dutch auction.”

On April 25, 2014, the Company acquired the ownprshterest in three FFELP student loan securitiratrusts (the "2014 Trusts") giving |
Company rights to the residual interest in a tofe$2.6 billionof securitized federally insured loans and relatsskts. The 2014 Trusts include Ic
funded to term with $2.6 billion (par value) of estpayable that carry interest rates on a sprebtB®OR or are set and periodically reset via a "d
auction."

The Company has consolidated these trusts on iisotidated balance sheet because management leamided the Company is the prim
beneficiary of the trusts. Upon acquisition of BEO Trust Il and the 2014 Trusts, the Company bl assets and liabilities of the trusts al
value, resulting in the recognition of a studerindair value discount of $52.9 million and $68.iflion , respectively, and a bonds and notes pa
fair value discount of $91.8 million and $163.7 Irait , respectively. These discounts will be accretedguthe effective interest method over the |
of the underlying assets and liabilities. All otleessets acquired and liabilities assumed (restricésh, accrued interest receivable/payable, anel
assets/liabilities) were recorded at cost, whighraximates fair value.
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Activity in the Allowance for Loan Losse

The provision for loan losses represents the piriedpense of maintaining an allowance sufficienabsorb losses, net of recoveries, inherent i
portfolio of student loans. Activity in the allowes for loan losses is shown below.

Year ended December 31,

2014 2013 2012
Balance at beginning of period $ 55,12: 51,90: 48,48:
Provision for loan losses:
Federally insured loans 11,00( 20,00( 22,00(
Private education loans (1,500 (1,500 (500
Total provision for loan losses 9,50( 18,50( 21,50(
Charge-offs:
Federally insured loans (15,260) (15,589 (21,217
Private education loans (2,332 (3,687 (3,50¢)
Total charge-offs (17,597 (29,277) (24,725
Recoveries - private education loans 1,31 1,577 1,41¢
Purchase (sale) of federally insured loans, net (10 (1,097) 2,13:
Sale of private education loans (1,620 — —
Transfer from repurchase obligation related togteveducation loans repurchased, n 2,18t 3,501 3,09t
Balance at end of period $ 48,90( 55,12: 51,90:
Allocation of the allowance for loan losses:
Federally insured loans $ 39,17( 43,44( 40,12(
Private education loans 9,73( 11,68: 11,78
Total allowance for loan losses $ 48,90( 55,12 51,90z

Repurchase Obligatiol

The Company has sold various portfolios of privedecation loans to third-parties. Per the ternthefservicing agreements, the Comparservicing
operations are obligated to repurchase loans duioj¢ice sale agreements in the event such loaoente2 60 or 9@ays delinquent. As of December
2014, the balance of loans subject to these repsechbligations was $155.3 million . The Comparsgtimate related to its obligation to repurc
these loans is included in “other liabilities” imet Company’s consolidated balance sheets. Thatsaetlated to this accrual is detailed below.

Year ended December 31,

2014 2013 2012
Beginning balance $ 16,14 16,13( 19,22:
Repurchase obligation transferred to the allowdactan losses related to loans
repurchased, net (2,18%) (3,507) (3,099
Repurchase obligation associated with loans sold 2,097 3,52( —
Current period income (a) (4,23%) — —
Ending balance $ 11,82( 16,14 16,13(

(a) During 2014, the Company recognized income relédeithe modification of certain servicing agreementsvhich the repurchase obligat
was reduced. This income is included in "other mebon the consolidated statements of income.
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Student Loan Status and Delinquenci
Delinquencies have the potential to adversely imhplae Company’s earnings through increased sexyieimd collection costs and account charge-

offs. The percent of private education loans thate delinquent 31 days or greater as of Decembe?P@®L4 , 2013 , and 2012 was 29.8 percéat’y
percent , and 28.6 percent , respectively. Theetablow shows the Company’s federally insured stuli@n delinquency amounts.

As of December 31,

2014 2013 2012
Federally insured loans:
Loans in-school/grace/deferment (a) $ 2,805,221 $ 2,872,50! $ 3,099,63
Loans in forbearance (b) 3,288,41. 3,370,02! 3,322,30
Loans in repayment status:
Loans current 18,460,27 83.5% 16,337,92 82./% 15,253,24 82.2%
Loans delinquent 31-60 days (c) 1,043,11! 4.8 967,31 4.€ 766,14t 4.1
Loans delinquent 61-90 days (c) 588,77 2.7 550,33: 2.¢ 410,57t 2.2
Loans delinquent 91-120 days (c) 404,90! 1.& 390,79: 2.C 433,65¢ 2.3
Loans delinquent 121-270 days (c) 1,204,40! 54 1,117,93 5.€ 1,236,94. 6.7
Loans delinquent 271 days or greater (c)(d) 401,30! 1.€ 443,37 2.2 447,33! 2.E
Total loans in repayment 22,102,79 100.(% 19,807,67 100.(% 18,547,90 100.(%
Total federally insured loans $ 28,196,43 $ 26,050,20 $ 24,969,84

(a) Loans for borrowers who still may be attending sthar engaging in other permitted educational dti¢is and are not yet required to m
payments on the loans,g., residency periods for medical students or a gpaeed for bar exam preparation for law students.

(b) Loans for borrowers who have temporarily ceasedimgatull payments due to hardship or other factaxsgsording to a schedule approved by
servicer consistent with the established loan nogservicing procedures and policies.

(c) The period of delinquency is based on the numbetays scheduled payments are contractually pastddeelate to repayment loans, tha
receivables not charged off, and not in schoolcgrdeferment, or forbearance.

(d) A portion of loans included in loans delinquent 2i&lys or greater includes loans in claim statuschvhre loans that have gone into default
have been submitted to the guaranty agency.
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4. Bonds and Notes Payable

The following tables summarize the Company’s ouiditag debt obligations by type of instrument:

As of December 31, 2014

Carrying Interest rate
amount range Final maturity
Variable-rate bonds and notes issued in asset-bada@uritizations:
Bonds and notes based on indices $ 25,713,43 0.19% - 6.90% 5/25/18 - 8/26/52
Bonds and notes based on auction 1,311,66! 0.47% - 2.17% 3/22/32 - 11/26/46
Total variable-rate bonds and notes 27,025,10
FFELP warehouse facilities 1,241,66' 0.16% - 0.26% 1/17/16 - 6/11/17
Unsecured line of credit — — 6/30/19
Unsecured debt - Junior Subordinated Hybrid Seearit 71,68¢ 3.63% 9/15/61
Other borrowings 81,96¢ 1.67% - 5.10% 11/11/15 - 12/31/18
28,420,42
Discount on bonds and notes payable (393,079
Total $ 28,027,35

As of December 31, 2013

Carrying Interest rate
amount range Final maturity
Variable-rate bonds and notes issued in asset-tada@uritizations:
Bonds and notes based on indices $ 23,479,89 0.25% - 6.90% 5/25/18 - 8/26/52
Bonds and notes based on auction or remarketing 1,134,25! 0.07% - 2.17% 5/1/28 - 11/26/46
Total variable-rate bonds and notes 24,614,14
FFELP warehouse facilities 1,396,34. 0.17% - 0.25% 1/17/16 - 6/12/16
Unsecured line of credit 45,00( 1.67% 3/28/18
Unsecured debt - Junior Subordinated Hybrid Seearit 96,45 3.62% 9/15/61
Other borrowings 61,40 1.67% - 5.10% 4/11/14 - 11/11/15
26,213,34
Discount on bonds and notes payable (258,05¢)
Total $ 25,955,28

Secured Financing Transaction

The Company has historically relied upon securedrfting vehicles as its most significant sourcéuntling for student loans. The net cash flow
Company receives from the securitized student Iganerally represents the excess amounts, if @ngrgted by the underlying student loans ove
amounts required to be paid to the bondholdersr af¢ducting servicing fees and any other experedasng to the securitizations. The Company’
rights to cash flow from securitized student loares subordinate to bondholder interests, and therisieed student loans may fail to generate arsy
flow beyond what is due to bondholders. The Comjpmsgcured financing vehicles during the periodsgred include loan warehouse facilities
asset-backed securitizations.

The majority of the bonds and notes payable amagily secured by the student loans receivablatedl accrued interest, and by the amoun
deposit in the accounts established under the cégpédond resolutions or financing agreements.
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FFELP warehouse facilitie

The Company funds a portion of its FFELP loan asitjons using its FFELP warehouse facilities. Studean warehousing allows the Compan
buy and manage student loans prior to transfettiagh into more permanent financing arrangements.

As of December 31, 2014 , the Company had thred_PRizarehouse facilities as summarized below.

NHELP-III (a) NHELP-II (b) NFSLW-I (c) Total

Maximum financing amount $ 750,00( 500,00( 500,00( 1,750,001
Amount outstanding 692,61: 100,63 448,41! 1,241,66!
Amount available $ 57,38’ 399,36: 51,58t 508,33!
Expiration of liquidity

provisions February 5, 201 January 15, 20: June 11, 201
Final maturity date January 17, 20: January 15, 20! June 11, 201
Maximum advance rates 92.2 -95.0% 84.5 -94.5% 92.0 -98.0%
Minimum advance rates 92.2 -95.0% 84.5 -94.5% 84.0 -90.0%
Advanced as equity support  $ 41,57¢ 9,92« 21,93: 73,43

(a) On February 4, 2015, the Company amendedgheement for this warehouse facility to changedhpiration date for the liquidity provisions May 5.
2015 .

(b) On January 9, 2015, the Company amended the agnéeiorethis warehouse facility to change the exjora date for the liquidity provisions
December 17, 2015, and to change the maturitytdddecember 17, 2017 .

(c) On January 27, 2015, the Company amendedgifeement for this warehouse facility to temporairigrease the maximum financing amount to $1.2dwill
The maximum financing amount is scheduled to deer&200.0 million and $250.0 million on April 3M15 and May 31, 2015, respectively.

Each FFELP warehouse facility is supported by 8&y¢-iquidity provisions, which are subject to ttespective expiration date shown in the prev
table. In the event the Company is unable to retm@niquidity provisions by such date, the facitypuld become a term facility at a steppgaleost
with no additional student loans being eligible fimancing, and the Company would be required fmaace the existing loans in the facility by
facility's final maturity date. The NFSLW-I warelsmi facility provides for formul&dased advance rates, depending on FFELP loan typéo ¢
maximum of the principal and interest of loans ficed as shown in thable above. The advance rates for collateral menease or decrease base
market conditions, but they are subject to minimasglisclosed above. The NHELP-III and NHEILRvarehouse facilities have static advance |
that require initial equity for loan funding, bu dot require increased equity based on market mewes.

The FFELP warehouse facilities contain financialerants relating to levels of the Companygbnsolidated net worth, ratio of recourse indétés
to adjusted EBITDA, and unencumbered cash. Any ommdiance with these covenants could result inquirement for the immediate repaymen
any outstanding borrowings under the facilities.
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The following tables summarize the asset-backedrigeation transactions completed in 2014 and 2013

Date securities issued

Total original principal
amount

Class A senior notes:
Total original principa
amount

Bond discount

Issue price

Cost of funds (1-
month LIBOR
plus:)

Final maturity date

Class B subordinated
notes:

Total original principa
amount

Bond discount

Issue price

Cost of funds (1-
month LIBOR
plus:)

Final maturity date

Securitizations completed during the year ended Deenber 31, 2014

2014-1 2014-2 2014-3 2014-4 2014-5 2014-6 (a) Total
Class A-1 Class A-2 Class A-3 Class A-1 Class A-2
notes notes notes 2014-2 total notes notes 2014-4 total
2/6/14 3/12/14 3/12/14 3/12/14 3/12/14 4/30/14 5/23/14 5/23/14 5/23/14 6/18/14 7/31/14
458,50( 509,00( 719,80( 384,50( 603,00( 565,00( $  3,239,80
445,00( 191,00( 222,00( 84,00( 497,00( 700,70( 267,501 107,50( 375,00( 587,00( 565,00( 3,169,701
— — — (53¢5) (535) — — — — — (3,129 (3,659
445,00( 191,00( 222,00( 83,46t 496,46! 700,70( 267,501 107,50( 375,00( 587,00( 561,87t 3,166,04
0.57% 0.2¢% 0.6(% 0.85% 0.58% 0.5%% 0.95% 0.55% 0.65%
9/25/41 6/25/2: 3/25/3( 7127137 6/25/41 11/27/3¢ 11/25/4: 7/25/4: 11/25/4
13,50( 12,00( 19,10( 9,50( 16,00( 70,10(
(1,139 (1,04¢) (1,467) (1,13¢) (1,237 (6,01%)
12,36¢ 10,95« 17,63 8,362 14,76¢ 64,08t
1.5(% 1.5(% 1.5(% 1.5(% 1.5(%
10/25/47 6/25/41 10/25/5( 9/25/5! 5/25/4¢
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Securitizations completed during the year ended Deember 31, 2013

2013-1 2013-2 (a) 2013-3 2013-4 2013-5 (a) Total
Date securities issued 1/31/1% 2/28/1t 4/30/1% 6/21/1: 9/30/1t
Total original principal amount $ 437,50( 1,122,001 765,00( 453,00( 399,00( $ 3,176,501
Class A senior notes:
Total original principal amount $ 428,00( 1,122,001 745,00( 440,00( 399,00( 3,134,001
Bond discount — (3,329 — (1,690 (4,881) (9,899
Issue price $ 428,00( 1,118,67 745,00( 438,31( 394,11¢ 3,124,10.
Cost of funds (1-month LIBOR plus:) 0.6(% 0.5(% 0.5(% 0.5(% 0.62%
Final maturity date 6/25/4: 7/25/4( 2/25/31 12/26/4: 1/25/31
Class B subordinated notes:
Total original principal amount $ 9,50( 20,00( 13,00( 42,500
Bond discount (1,52%) (1,762 (1,809 (5,09])
Issue price $ 7,97¢ 18,23¢ 11,19¢ 37,40¢
Cost of funds (1-month LIBOR plus:) 1.5(% 1.5(% 1.5(%
Final maturity date 3/25/4¢ 7125147 1/25/47

(&) Total original principal amount excludes thiass B subordinated tranches for the 2014-6, 20188 2013-5 transactions totali®g.:
million , $34.0 million , and $9.0 million , respgeely, that were retained at issuance. As of Ddmen81, 2014 the Company has a total
$36.0 million (par value) of its own Class B sulineded notes remaining from prior completed abseked securitizations that are
included in the Company's consolidated balancetshiethe Company sells these notes to third psrttee Company would obtain ci
proceeds equal to the market value of the notab@nate of such sale. Upon sale, these notegdvibeushown as “bonds and notes payable’
in the Company's consolidated balance sheet. Tdmep@ny believes the market value of such notesiieently less than par value. A
excess of the par value over the market value erd#te of sale would be recognized by the Comparigtarest expense over the life of
bonds.

Auction Rate Securitie

The interest rates on certain of the Company's-dssxked securities are set and periodically reseaVvidutch auction" ("Auction Rate Securities").
of December 31, 2014 , the Company is currentinspoon $1.3 billion of Auction Rate Securities.

Since February 2008, problems in the auction rateirities market as a whole have led to failurethefauctions pursuant to which the Compe
Auction Rate Securities' interest rates are sefa Assult, the Auction Rate Securities generally ipterest to the holder at a maximum rate as de
by the indenture. While these rates will vary, tiélf generally be based on a spread to LIBOR @aBury Securities, or the Net Loan Rate as de
in the indenture. Based on the relative level$ese indices as of December 31, 2014 , the rafeected to be paid by the Company range fronal&l-
T-Bill plus 125 basis points, on the low end, to LIB@lus 250 basis points, on the high end. Thesérman rates are subject to increase if the c
ratings on the bonds are downgraded.

Unsecured Line of Credit

The Company has a $350.0 million unsecured lineredit that has a maturity date of June 30, 20A8 of December 31, 2014 , t$850.0 millior
unsecured line of credit had no amount outstandimy$350.0 million was available for future use.
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The line of credit agreement contains certain fa@rcovenants that, if not met, lead to an evémtedault under the agreement. The covenantsdia
maintaining:

e A minimum consolidated net wol
e A minimum adjusted EBITDA to corporate debt intér@wer the last four rolling quarte
e A limitation on recourse indebtedn

e A limitation on the percentage of private educatmams in the Company’portfolic

As of December 31, 2014 , the Company was in canpé with all of these requirements. Many of themeenants are duplicated in the Company’
other lending facilities, including its FFELP wacetse facilities.

The Company’s operating line of credit does notehamy covenants related to unsecured debt ratidgsiever, changes in the Compasyatings (¢
well as the amounts the Company borrows) have naagdications on the pricing level at which ther@many obtains funding.

A default on the Company’s FFELP warehouse faetitivould result in an event of default on the Camyfsmunsecured line of credit that would re
in the outstanding balance on the line of creditipeing immediately due and payable.

Junior Subordinated Hybrid Securities

On September 27, 2006, the Company issued $200i6rmaggregate principal amount of Junior Subordinatghdrid Securities ("Hybrid Securities
The Hybrid Securities are unsecured obligationthefCompany. The interest rate on the Hybrid S&earihrough September 29, 2036 ("the schec
maturity date") is equal to three-month LIBOR pBi875% , payable quarterly, which was 3.63% at Ddxsr 31, 2014 The principal amount of tl
Hybrid Securities will become due on the scheduhedurity date only to the extent that prior to sdelte the Company has received proceeds fro
sale of certain qualifying capital securities (&firked in the Hybrid Securities' indenture). If aaayount is not paid on the scheduled maturity dt
will remain outstanding and bear interest at atfitgprate as defined in the indenture, payable mgnOn September 15, 2061, the Company mus
any remaining principal and interest on the HybSdcurities in full whether or not the Company hakl qqualifying capital securities. At t
Company's option, the Hybrid Securities are reddseni@ whole or in part at their principal amoutiigpaccrued and unpaid interest, provided ir
case of a redemption in part that the principal ami@utstanding after such redemption is at le&§t@® million . As of December 31, 2014he
outstanding balance on the Hybrid Securities wds7illion .

Other Borrowings

On April 12, 2012 , the Company entered into a $5fillion line of credit, which is collateralized/assetacked security investments. On Octt
31, 2014, the Company amended this facility toéase the borrowing capacity to $75.0 million antded the maturity date to October 31, 20Tthe
line of credit has covenants and cross defaultipi@vs similar to those under the Company's unsektlime of credit. As of December 31, 201875.(
million was outstanding on this line of credit.

On October 13, 2006, the Company purchased a hgilai which its corporate headquarters is locatedconnection with the acquisition of 1
building, the Company assumed the outstanding ortie property. As of December 31, 2014 and 20&8 putstanding balance on the note $ég
million and $4.5 million , respectively.

On January 1, 2014, the Company subparticipate€timepany's participation interest in a loan redgi@aAs of December 31, 2014, the particip
portion of the loan was $2.6 million , with an @altion to fund an additional $0.5 milliorThe outstanding balance of the subparticipatgre@ment i
included in bonds and notes payable.

As of December 31, 2013 , bonds and notes payabladed $6.9 million of notes due to a thjpdrty. The Company used the proceeds from
notes to invest in private education loan assets\participation agreement. This participation easceled in 2014.
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One of the Company's education lending subsidianes irrevocably escrowed funds to make the rem@imprincipal and interest payments
previously issued bonds and notes. Accordinglytheeithese obligations nor the escrowed funds rekided on the accompanying consolid.
balance sheets. As of December 31, 2014 and 2®i8 accreted defeased debt that remained outstamdas $49.4 million and $45.9 million
respectively.

Debt Covenant:

Certain bond resolutions contain, among other requénts, covenants relating to restrictions ontamudil indebtedness, limits as to direct and ind
administrative expenses, and maintaining certaianftial ratios. Management believes the Compaiiy c@mpliance with all covenants of the b
indentures and related credit agreements as ofrbleme31, 2014 .

Maturity Schedule

Bonds and notes outstanding as of December 31, @@ldue in varying amounts as shown below.

2015 $ 4,39:
2016 767,61
2017 549,05:
2018 39,26¢
2019 437,00:
2020 and thereafter 26,623,09

$ 28,420,42

Generally, the Company's secured financing instnismbearing interest at variable rates can be reddeon any interest payment date at par
accrued interest. Subject to certain provisiorish@hds and notes are subject to redemption poionaturity at the option of certain education leny
subsidiaries.

5. Derivative Financial Instruments
The Company uses derivative financial instrumenitsarily to manage interest rate risk and foreigrrency exchange risk.
Interest Rate Risl

The Company is exposed to interest rate risk irfah@ of basis risk and repricing risk becauseittierest rate characteristics of the Company'sts
do not match the interest rate characteristich@®ffinding for those assets. The Company has adlappelicy of periodically reviewing the misma
related to the interest rate characteristics oh#isets and liabilities together with the Compaoytook as to current and future market conditi
Based on those factors, the Company uses deriviat'eiments as part of its overall risk managensénattegy. Derivative instruments used as pe
the Company's interest rate risk management syrategently include basis swaps and interest nagps.

Basis Swap

Interest earned on the majority of the CompanyBLFFstudent loan assets is indexed to therooath LIBOR rate. Meanwhile, the Company fun
majority of its assets with threaenth LIBOR indexed floating rate securities. Tdiferent interest rate characteristics of the Canys loan asse
and liabilities funding these assets results insbask.

The Company also faces repricing risk due to tméntj of the interest rate resets on its liabilitiegich may occur as infrequently as once a quairt
contrast to the timing of the interest rate reset#ts assets, which generally occur daily. As eE&mber 31, 2014 , the Company had $27.3 biliion
$0.9 billion of FFELP loans indexed to the one-nholnlBOR rate and the three-month treasury bill rakespectively, the indices for which reset d
and $16.5 billion of debt indexed to three-montBOR , the indices for which reset quarterly, andd8llion of debt indexed to one-month LIBOR
the indices for which reset monthly.
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The Company has used derivative instruments to énétdgbasis risk and repricing risk. The Compang batered into basis swaps in which
Company receives three-month LIBOR set discretelgdvance and pays ongmnth LIBOR plus or minus a spread as defined enagreements (t
1:3 Basis Swaps).

The following table summarizes the Company’s 1:3i8&waps outstanding:

As of December 31,

2014 2013
Maturity Notional amount Notional amount
2021 $ 250,00( 250,00t
2022 1,900,001 1,900,00!
2023 3,650,001 3,650,001
2024 250,00 250,00(
2026 800,00( 800,00(
2028 100,00( 100,00(
2036 700,00( 700,00(
2039(a) 150,00( 150,00(
2040 — 200,00t
$ 7,800,000 (p) 8,000,00'  (p)
(a) This derivative has a forward effective statedin 2015.

(b) The weighted average rate paid by the Comparthe 1:3 Basis Swaps as of December 31, 2012@H@l, was
one-month LIBOR plus 3.5 basis points.

Interest rate swap-—floor income hedges

FFELP loans originated prior to April 1, 2006 geairearn interest at the higher of the borrowee ravhich is fixed over a period of time, or a fiog
rate based on the Special Allowance Payments ("BfaPthula set by the Department. The SAP rate &&tan an applicable index plus a fixed sp
that depends on loan type, origination date, apdyment status. The Company generally financesuttent loan portfolio with variable rate debi
low and/or certain declining interest rate envirems, when the fixed borrower rate is higher then3AP rate, these student loans earn at a fixe
while the interest on the variable rate debt tylprceontinues to reflect the low and/or decliningdrest rates. In these interest rate environméd
Company may earn additional spread income thafétrs to as floor income.

Depending on the type of loan and when it was oatgid, the borrower rate is either fixed to ternisaieset to an annual rate each July 1. As aty
for loans where the borrower rate is fixed to tetine, Company may earn floor income for an extenukribd of time, which the Company refers ti
fixed rate floor income, and for those loans whie borrower rate is reset annually on July 1,Gbenpany may earn floor income to the next i
date, which the Company refers to as variableftate income. All FFELP loans first originated on after April 1, 2006 effectively earn at the S
rate, since lenders are required to rebate fixedfl@or income and variable rate floor incometfigse loans to the Department.

Absent the use of derivative instruments, a riséntarest rates may reduce the amount of floor imegeceived and this may have an impac
earnings due to interest margin compression caogéucreasing financing costs, until such timetesfederally insured loans earn interest at a ke
rate in accordance with their SAP formulas. In kignterest rate environments, where the interast rises above the borrower rate and fixed
loans effectively become variable rate loans, thgsact of the rate fluctuations is reduced.

As of December 31, 2014 and 2013, the Company tadrdillion and $11.1 billion respectively, of student loan assets that weneire fixed rat

floor income, of which the weighted average estadatariable conversion rate for these loans, wtidhe estimated shotérm interest rate at whi
loans would convert to a variable rate, was 1.84%183% , respectively.
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The following tables summarize the outstanding\@ive instruments used by the Company to econdipibadge loans earning fixed rate fl
income.

As of December 31, 2014 As of December 31, 2013
Weighted average fixed Weighted average fixed
rate paid by the rate paid by the
Maturity Notional amount Company (a) Notional amount Company (a)

2014 $ = —% $ 1,750,001 0.71%

2015 1,100,001 0.8¢ 1,100,001 0.8¢

2016 750,00( 0.8 750,00( 0.8t

2017 1,250,001 0.8¢ 1,250,001 0.8¢
$ 3,100,00! 0.87% $ 4,850,00! 0.81%

(a) For all interest rate derivatives, the Compaageives discrete threaenth LIBOR

On August 20, 2014, the Company paid $9.1 milfionan interest rate swaption to economically heldgas earning fixed rate floor income. -
interest rate swap option gives the Company thiet,rigut not the obligation, to enter into a $250lioni notional interest rate swap in which
Company would pay a fixed amount of 3.30% and keceiscrete one-month LIBORIf the interest rate swap option is exercised, gtvap woul
become effective in 2019 and mature in 2024.

Interest rate swap—unsecured debt hedges

As of December 31, 2014 and 2013 , the Company$i#ad7 million and $96.5 million respectively, of unsecured Hybrid Securities tautging. Th
interest rate on the Hybrid Securities through Smjer 29, 2036 is equal to three-month LIBOR pl353% , payable quarterly. As Becember 3:
2014 and 2013the Company had the following derivatives outdiag that are used to effectively convert the @ganterest rate on a portion of
Hybrid Securities to a fixed rate of 7.66% .

Weighted average
fixed rate paid by the
Maturity Notional amount Company (a)

2036 $ 25,00( 4.28%

(a) For all interest rate derivatives, the Compaageives discrete threeonth LIBOR
Foreign Currency Exchange Risk

In 2006, the Company issued €352.7 million of studean assebacked Euro Notes (the "Euro Notes") with an irgerate based on a spread tc
EURIBOR index. As a result of the Euro Notes, thmmpany is exposed to market risk related to flugbna in foreign currency exchange r:
between the U.S. dollar and Euro. The principal andrued interest on these notes areneasured at each reporting period and recordele
Companys consolidated balance sheet in U.S. dollars basetie foreign currency exchange rate on that dztenges in the principal and accr
interest amounts as a result of foreign currencharge rate fluctuations are included in the Comisatonsolidated statements of income.

The Company entered into a cross-currency inteagstswap in connection with the issuance of theoBotes. Under the terms of the crassrenc)
interest rate swap, the Company receives from to@terparty a spread to the EURIBOR index based notional amount of €352.7 millicand pay
a spread to the LIBOR index based on a notionaluanef $450.0 million In addition, under the terms of this agreemeéhprancipal payments on tl
Euro Notes will effectively be paid at the exchangte in effect between the U.S. dollar and Eurofdbe issuance of the notes.
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The following table shows the income statement chges a result of the measurement of the Euro Notes and the change ifathgalue of th
related derivative instruments.

Year ended December 31,

2014 2013 (b) 2012 (b)
Re-measurement of Euro Notes $ 58,01 (35,285 (29,56))
Change in fair value of cross currency interest sataps (57,289 26,35¢ 2,21(
Total impact to consolidated statements of inconmeeme
(expense) (a) $ 724 (8,93)) (17,35

(a) The financial statement impact of the above itemcluded in "Derivative market value and foremrrency adjustments and deriva
settlements, net" in the Company's consolidatedmstnts of income.

(b) The 2013 and 2012 operating results inclugeréhmeasurement of an additional €420.5 milliostaflent loan assetcked Euro notes a
the change in fair value of a related crossrency interest rate swap entered into in conmectith the issuance of such notes. In Nover
2013, the principal amount outstanding on the nat@s changed to U.S. dollars and the cross-currenesest swap was terminated.

The re-measurement of the Euro-denominated borusrgléy correlates with the change in fair valueha corresponding crosshirency interest ra
swap. However, the Company will experience unredligains or losses related to the crassency interest rate swap if the two underlyindices
(and related forward curve) do not move in parallel

Consolidated Financial Statement Impact RelatedDerivatives

The following table summarizes the fair value af @ompany’s derivatives as reflected on the codatdd balance sheet.

Fair value of asset derivatives Fair value of liability derivatives

As of As of As of As of
December 31, 2014 December 31, 2013 December 31, 2014 December 31, 2013
1:3 basis swaps $ 53,54¢ 18,49( — —
Interest rate swaps - floor income hedges 5,16¢ 7,18 5,03« 15,84¢
Interest rate swap option - floor income hedge 5,67¢ — = =
Interest rate swaps - hybrid debt hedges — — 7,35 2,12(
Cross-currency interest rate swap = 36,83« 20,45t —
Total $ 64,39: 62,50° 32,84. 17,96¢

During the years ended December 31, 2014 and 20&3Company terminated certain derivatives forpreteeds of $1.8 million and $65.9 million
respectively.
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Offsetting of Derivative Assets/Liabilities

The Company records derivative instruments in tresolidated balance sheets on a gross basis as aittasset or liability measured at its fair vi
Certain of the Company's derivative instruments ngject to right of offset provisions with coungarties. The following tables include the gi
amounts related to the Company's derivative paotfrdcognized in the consolidated balance sheetsnciled to the net amount when exclu
derivatives subject to enforceable master nettirgngements and cash collateral received/pledged:

Gross amounts not offset in the consolidated balaac

sheets
Gross amounts of
recognized assets presented Derivatives subject to
in the consolidated balance enforceable master
Derivative assets sheets netting arrangement Cash collateral received Net asset (liability)
Balance as of December
31, 2014 $ 64,39: (12,38 — 52,00¢
Balance as of December
31, 2013 62,50° (15,43)) (15,959 31,11
Gross amounts not offset in the
consolidated balance sheets
Gross amounts of recognized Derivatives subjectto  Cash collateral
Derivative liabilities presented in the enforceable master pledged
liabilities consolidated balance sheets  netting arrangement (received) Net asset (liability)

Balance as of
December 31,
2014 $ (32,847 12,38° (1,459 (21,909
Balance as of

December 31,
2013 (17,969 15,437 3,63( 1,09¢
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The following table summarizes the effect of deti@instruments in the consolidated statementaarfme.

Year ended December 31,

2014 2013 2012
Settlements:
1:3 basis swaps $ 3,38¢ 3,301 4. 49¢
Interest rate swaps - floor income hedges (24,38() (31,029 (29,270
Interest rate swaps - hybrid debt hedges (1,025 (1,670 (2,23))
Cross-currency interest rate swaps 172 (245) 3,22¢
Other — — (2449
Total settlements - (expense) income (21,849 (29,63¢) (14,029
Change in fair value:
1:3 basis swaps 36,82« 7,467 67¢€
Interest rate swaps - floor income hedges 8,79 36,71¢ (35,21%)
Interest rate swap option - floor income hedge (3,409 — —
Interest rate swaps - hybrid debt hedges (5,237) 12,997 1,717
Cross-currency interest rate swaps (57,289 26,35« 2,21(
Other — 341 2,77¢
Total change in fair value - (expense) income (20,310 83,87¢ (27,839
Re-measurement of Euro Notes (foreign currencystietion adjustment) -
income (expense) 58,01 (35,289 (19,56))
Derivative market value and foreign currency adjesits and derivative
settlements, net - income (expense) $ 15,86( 18,95 (61,419

Derivative Instruments- Credit and Market Risk

By using derivative instruments, the Company isomegal to credit and market risk. The Company managedit and market risks associated !
interest rates by establishing and monitoring knai$ to the types and degree of risk that may Hertaken and by entering into transactions witlinhig
guality counterparties that are reviewed periodlichy the Company's risk committee. As of Decenttier2014, all of the Company's derivati
counterparties had investment grade credit ratifitie Company also has a policy of requiring thatdakivative contracts be governed by
International Swaps and Derivatives Association, Master Agreement.

Credit Risk

When the fair value of a derivative contract is ifpes (an asset in the Company's consolidated lsalssheet), this generally indicates that
counterparty would owe the Company if the derivativas settled. If the counterparty fails to perfoenedit risk with such counterparty is equal te
extent of the fair value gain in the derivativeslesy collateral held by the Company. If the Conypamas unable to collect from a counterpart
would have a loss equal to the amount the derigasivecorded in the consolidated balance sheet.

The Company considers counterparties' credit riskmdetermining the fair value of derivative pasi on its exposure net of collateral. However
Company does not use the collateral to offsetvaine amounts recognized for derivative instruméntke financial statements.

Market Risk

When the fair value of a derivative instrument egative (a liability in the Company's consolidatelance sheet), the Company would owe
counterparty if the derivative was settled andyefee, has no immediate credit risk. If the nagafair value of derivatives with a counterps
exceeds a specified threshold, the Company may teaweke a collateral deposit with the counterpaftye threshold at which the Company ma
required to post collateral is dependent upon the@any's unsecured credit rating. The CompangWedi any downgrades from its current unsec
credit rating (Standard & Poor's: BBB- (stable

F-31

Scottsbluff Regular Meeting - 12/21/2015 Page 40/ 69



NELNET, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements — (ocaat)
(Dollars in thousands, except share amounts, uotbgswise noted)

outlook) and Moody's: Bal (stable outlook)), woalat result in additional collateral requirementsaahaterial nature. In addition, no counterparts
the right to terminate its contracts in the evehdowngrades from the current rating. However, safeévative contracts have mutual optic
termination provisions that can be exercised dutivgyears 2016 through 2023. As of December 314 2@he fair value of derivatives with ea
termination provisions was a positive $34.7 milli@m asset in the Company's consolidated balarest)sh

Interest rate movements have an impact on the atmafwollateral the Company is required to depwsth its derivative instrument counterpart
With the Company's current derivative portfoliog t@ompany does not currently anticipate near telmmement in interest rates having a mat
impact on its liquidity or capital resources, ngpects future movements in interest rates to haweagerial impact on its ability to meet poter
collateral deposits with its counterparties. Duethie existing low interest rate environment, thempany's exposure to downward movemen
interest rates on its interest rate swaps is loniten addition, the historical high correlationtlween one-month and threeenth LIBOR limits th
Company's exposure to interest rate movementseoh:Basis Swaps.

The Company's cross-currency interest rate swap eméred into as a result of an adsatked security financing and was entered intohe
securitization trust level with the counterpartyudt related derivatives do not contain credit tayent features related to the Company or the's
credit ratings. As such, there are no collaterglirements and as a result the impact of changfsegn currency rates has no impact on the an
of collateral the Company would be required to d#fpweith the counterparty on this derivative.

6. Investments

A summary of the Company's investments and resttictvestments follows:

As of December 31, 2014 As of December 31, 2013
Gross Gross Gross Gross
unrealized unrealized unrealized unrealized
Amortized cost gains losses (a) Fair value Amortized cost gains losses Fair value
Investments:
Available-for-sale investments:
Student loan asset-backed and other debt secyti)ies $ 131,58¢ 6,20 (23¢€) 137,55 171,93: 7,111 (1,247 177,80:
Equity securities 1,55¢ 2,21¢ 33 3,73¢ 1,50z 1,78% ®3) 3,28:
Total available-for-sale investments $ 13314 8,42( (269 141,29 173,43 8,89/ (1,249 181,08:
Trading investments:
Student loan asset-backed securities 7,83( 10,957
Total available-for-sale and trading investments $ 149,120 192,04(
Restricted Investments (c):
Guaranteed investment contracts - held-to-maturity $ 50,27¢ 7,28¢

(&) As of December 31, 2014 , the Company consdlére decline in market value of its availabledate investments to be temporary in ne
and did not consider any of its investments otharttemporarily impaired.

(b) As of December 31, 2014 , the stated matsritiethe Company's student loan adsmtked securities and other debt securities cladsé:
available-for-sale are shown in the following table

Year of Maturity: Amortized cost Fair value
Within 1 year $ — —
1-5 years 38¢€ 38¢€
6-10 years — —
After 10 years 131,20¢ 137,17:
Total $ 131,58¢ 137,55
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(c) Restricted investments are included in "restrictegh and investments” in the Company's consolidbtddnce sheets. The Compa
restricted investments include cash balances tiga€Cbmpany's indentured securitization trusts depoguaranteed investment contracts
are held for the related note holders. These invests are classified as heldstaturity and the Company accounts for them at arsattcos!
which approximates fair value.

As of December 31, 2014 , the stated maturitigh®Company's restricted investments, which argsiflad as held-to-maturity, are shown in
the following table.

Year of Maturity:

Within 1 year $ =
1-5 years 10,20:
6-10 years —
After 10 years 40,07

Total $ 50,27¢

T
The following table summarizes the amount inclugtetbther income" in the consolidated statementsicdme related to the Company's investrr
classified as available-for-sale and trading.

Year ended December 31,

2014 2013 2012
Available-for-sale securities:
Gross realized gains $ 8,581 6,27( 6,12C
Gross realized losses (75) (332) (322)
Trading securities:
Unrealized (losses) gains, net (13%) 221 254
Realized (losses) gains, net (1,082 5 1,45¢
$ 7,28¢ 6,164 7,511

The amounts reclassified from accumulated otherprehensive income related to the realized gainslasges on available-for-sadecurities i
summarized below.

Year ended December 31,

Affected line item in the consolidated statemerfits o

income - income (expense): 2014 2013 2012
Other income $ 8,50¢ 5,93¢ 5,79¢
Income tax expense (3,149 (2,199 (2,145
Net income $ 5,35¢ 3,741 3,65

7. Business Combination
Wilcomp Software, L.P. (d.b.a. RenWeb School Managat Software) (“RenWeb”)

On June 3, 2014 , the Company purchased 100 pestém ownership interests of RenWeb. RenWeb pesvgthool information systems for priv
and faithbased schools that help schools automate administi@ocesses such as admissions, schedulinggretbdling, attendance, and grade b
management. The combination of RenWeb’s school ridtration software and the Compasiuition management and financial needs asses
services is expected to significantly increasevlee of the Companyg’offerings in this area, allowing the Company étivéer a comprehensive st
of solutions to schools.

The initial consideration paid by the Company fan®/eb was $44.0 millionIn addition to the initial purchase price, adutitl payments are to
paid by the Company to the former owners of RenWated on certain operating results and other pedoce measures of RenWeb as defined i
purchase agreement. The contingent payments, jfaaaypayable when earned, and the
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potential undiscounted amount of all future payrmahat the Company could be required to make utigecontingent consideration arrangeme
between $0 and $4.0 million . Such payments, if, aniil be paid no later than January 2017. As @& #tquisition date, the Company accr$ed:
million as additional consideration, which representedefienated fair value of the contingent consideratiorangement. In December 2014,
Company reduced the estimated fair value of théimgent consideration by $1.3 million .

The following table summarizes the estimated falues of the assets acquired and liabilities asduahéhe acquisition date.

Cash and cash equivalents $ 32€
Accounts receivable 961
Property and equipment 10t
Other assets 22
Intangible assets 37,18¢
Excess cost over fair value of net assets acqieaidwill) 9,08:
Other liabilities (1,34))
Net assets acquired $ 46,34:

The $37.2 million of acquired intangible assetdtomdate of acquisition had a weighted-averageulititf of approximately 18 yearsThe intangibl
assets that made up this amount included custateionships of $25.5 million ( 20 -year usefug)if trade name of $6.4 million ( 2@ear useful life]
computer software of $4.9 million ( 5 -year usdiig), and non-competition agreements of $0.4 wnill{ 10 -year useful life).

The $9.1 millionof goodwill was assigned to the Tuition Paymentcessing and Campus Commerce operating segmentsaexbected to |
deductible for tax purposes. The amount allocategbbdwill was primarily attributable to anticipdteynergies as discussed previously.

The proforma impacts of the acquisition on the Canys historical results prior to the acquisitioara/not material.
8. Intangible Assets

Intangible assets consist of the following:

Weighted average remaining As of As of
useful life as of December 31, December 31, December 31,
2014 (months) 2014 2013

Amortizable intangible assets:
Customer relationships (net of accumulated
amortization of $17,361 and $19,821,
respectively) 209 $ 27,33( 6,13:

Computer software (net of accumulated
amortization of $1,896 and $0,

respectively) 42 6,96¢ —
Trade names (net of accumulated

amortization of $272 and $0, respectively) 233 6,15( —
Content (net of accumulated amortization «

$0) 24 1,80( —

Covenants not to compete (net of
accumulated amortization of $21 and $0,
respectively) 113 33¢ —

Total - amortizable intangible assets 176 $ 42,58: 6,13:
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The Company recorded amortization expense ontasigible assets of $6.5 million , $3.3 million dgbi19.0 million during the years endBécembe
31, 2014, 2013, and 2012 , respectively. The Compalh continue to amortize intangible assets othair remaining useful lives\s of December 3
2014 , the Company estimates it will record amation expense as follows:

2015 $ 8,69t
2016 6,24¢
2017 4,652
2018 3,53:
2019 2,861
2020 and thereafter 16,59:

$ 42,58:

9. Goodwill

The change in the carrying amount of goodwill byartable operating segment was as follows:

Student Loan and Tuition Payment Corporate and
Guaranty Processing and Asset Generation Other
Servicing Campus Commerce and Management (a) Activities Total
Balance as of December 31, 2012 and 2013 $ 8,59¢ 58,08¢ 41,88: 8,552 117,11¢
Gooduwill acquired during the period — 9,08: — — 9,08z
Balance as of December 31, 2014 $ 8,59¢ 67,16t 41,88t 8,558 126,20(

(a) As aresult of the Reconciliation Act of 2010, tBempany no longer originates new FFELP loans, atdnterest income from the Compal
existing FFELP loan portfolio will decline over taras the Company's portfolio pays down. As a reaslthis revenue stream winds dc
goodwill impairment will be triggered for the AssBeneration and Management reporting unit due ¢optissage of time and depletiol
projected cash flows stemming from its FFELP stadean portfolio. Management believes the elimioatof new FFELP loan originatio
will not have an adverse impact on the fair valtithe Company's other reporting units.

The Company reviews goodwill for impairment annyallhis annual review is completed by the CompasyofiNovember 30 of each year .
whenever triggering events or changes in circunegtaindicate its carrying value may not be recdslera

For the 2012 , 2013, and 20&Anual review of goodwill, the Company assesseditgtiae factors and concluded it was not more ljikhan not the
the fair value of its reporting units were lesstltiaeir carrying amount. As such, the Company wasequired to perform the twstep impairment te
and concluded there was no impairment of goodwill.
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10. Property and Equipment

Property and equipment consisted of the following:

As of December 31,

Useful life 2014 2013

Computer equipment and software 1-5 years $ 98,46: 77,73
Office furniture and equipment 3-7 years 12,26t 9,84:
Leasehold improvements 1-15 years 3,64t 3,61¢
Transportation equipment 10 years 3,871 7,39¢
Building and building improvements 5-39 years 11,33¢ 10,36¢
Land — 70C 70C
130,28 109,65¢

Accumulated depreciation 84,391 75,82¢
$ 45,89 33,82¢

Depreciation expense for the years ended Decenihet(34 , 2013 , and 2012 related to property anpdpenent was $14.6 million , $15.1 millign
and $12.9 million , respectively.

11. Shareholders’ Equity

Classes of Common Stock

The Company's common stock is divided into twos#as The Class B common stock has ten votes per ahd the Class A common stock loas
vote per share on all matters to be voted on byCtmpany's shareholders. Each Class B share igddie at any time at the holder's option into
Class A share. With the exception of the votindntsgand the conversion feature, the Class A ands@ashares are identical in terms of other ri
including dividend and liquidation rights.

Stock Repurchase

The Company has a stock repurchase program thaeexgn May 24, 2015 in which it can repurchaséaufive million shares of its Class A comn

stock on the open market, through private transastior otherwise. As of December 31, 2014 , 3.iamishares may still be purchased undel
Company's stock repurchase program. Shares repediy the Company during 2014 , 2013 , and 204 3l@wwn in the table below.

Total shares Purchase price (in Average price of shares
repurchased thousands) repurchased (per share)
Year ended December 31, 2014 381,68¢ $ 15,71: $ 41.17
Year ended December 31, 2013 393,25¢ 13,13¢ 33.4(
Year ended December 31, 2012 806,02 22,81« 28.3(
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12. Earnings per Common Share

Presented below is a summary of the componentstosesiculate basic and diluted earnings per shidre.Company applies the tvatass method
computing both basic and diluted earnings per shahéch requires the calculation of separate egsiper share amounts for common stock
unvested share-based awards. Unvested $leeed awards that contain nonforfeitable rightdiv@wends are considered securities which partteifr
undistributed earnings with common stock.

Year ended December 31,

2014 2013 2012
Unvested Unvested Unvested
Common restricted stock Common restricted stock Common restricted stock
shareholders shareholders Total shareholders shareholders Total shareholders shareholders Total
Numerator:
Net income
attributable to
Nelnet, Inc. $ 304,54( 3,07C 307,61( 300,04: 2,62¢ 302,67: 176,64 1,35( 177,99°
Denominator:
Weighted-average
common shares
outstanding -
basic and diluted  46,005,91 463,70( 46,469,61 46,165,78 404,52¢ 46,570,31 47,010,03 359,29° 47,369,33
Earnings per share -
basic and diluted $ 6.62 6.62 6.62 6.5C 6.5C 6.5C 3.7€ 3.7¢€ 3.7¢

Unvested restricted stock awards are the Companiyspotential common shares and, accordingly ethlvegre no awards that were antidilutive anc
included in average shares outstanding for theetllearnings per share calculation.

As of December 31, 2014 , a cumulative amount 3,49 shares have been deferred by employee directors under the Directors S
Compensation Plan and will become issuable uponettmination of service by the respective renployee director on the board of directors. T
shares are included in the Company's weighted geeshares outstanding calculation.

13. Income Taxes

The Company is subject to income taxes in the drnBtates, Canada, and Australia. Significant judgnigerequired in evaluating the Company's
positions and determining the provision for incoteees. During the ordinary course of businessgthee many transactions and calculations for v
the ultimate tax determination is uncertain.

As required by the Income Taxes Topic of the FASBcdunting Standards Codification, the Company reces in the consolidated financ
statements only those tax positions determinedetonbre likely than not of being sustained upon @ration, based on the technical merits of
positions. It further requires that a change irgjuént related to the expected ultimate resolutioungertain tax positions be recognized in earnin
the period of such change.
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As of December 31, 2014 , the total amount of gros®cognized tax benefits (excluding the fedeesdiit received from state positions) Wil .:
million , which is included in “other liabilitiesbn the consolidated balance sheet. Of this tof8,%million (net of the federal benefit on state iss
represents the amount of unrecognized tax bernéfits if recognized, would favorably affect theeegffive tax rate in future period§he Compan
currently anticipates uncertain tax positions witicrease by $3.7 millioprior to December 31, 2015 as a result of a lagsapplicable statutes
limitations, settlements, correspondence with examgi authorities, and recognition or measuremensicierations with federal and state jurisdicti
however, actual developments in this area coultedifrom those currently expected. Of the anti@pda$3.7 million decrease, $2.4 millignif

recognized, would favorably affect the Companyfeative tax rate. A reconciliation of the beginniagd ending amount of gross unrecognizet
benefits follows:

Year ended December 31,

2014 2013
Gross balance - beginning of year $ 19,14: 29,56¢
Additions based on tax positions of prior years 1,421 99¢
Additions based on tax positions related to theeniryear 4,39: 3,81
Settlements with taxing authorities (839%) (7,470
Reductions for tax positions of prior years (6417) (6,470
Reductions based on tax positions related to thecuyear — (272)
Reductions due to lapse of applicable statutesrofdtions (2,145 (2,027
Gross balance - end of year $ 21,33¢ 19,14!

All the reductions shown in the table above thatdue to prior year tax positions and the lapssaifites of limitations impacted the effective ttate.

The Company's policy is to recognize interest aedafties accrued on uncertain tax positions as plainterest expense and other expe
respectively. As of both December 31, 2014 and 20$2.1 million in accrued interest and penaltiesravincluded in “other liabilitiesbn the
consolidated balance sheets. The Company recogaidedrease to interest expense related to untéatapositions of $1.3 milliofor the year ende
December 31, 2013, and interest expense of $0lbménd $2.7 million for the years ended Decen8ier2014 and 201&spectively. The Compa
reversed accrued penalties related to uncertaipaaiions of $0.3 million in 2013 as a result @am closures and statutes of limitation lap$és.
penalties were accrued in 2014 and 20The impact of timing differences and tax attrésutare considered when calculating interest andlty
accruals associated with the unrecognized tax benef

The Company and its subsidiaries file a consoldideleral income tax return in the U.S. and the @amy or one of its subsidiaries files income
returns in various state, local, and foreign judsdns. The Company is no longer subject to UeBlefal income tax examinations for years prit
2011. The Company is no longer subject to U.SeAtatal income tax examinations by tax authorifiesr to 2007. As of December 31, 201the
Company has significant tax uncertainties that iarnasettled in the following jurisdictions:

California 2010 through 2012

New York 2008 through 2011
Texas 2007 through 2009
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The provision for income taxes consists of theofwlhg components:

Year ended December 31,

2014 2013 2012
Current:
Federal $ 138,26 153,75¢ 118,49(
State 2,54¢ 4,77¢€ 1,38:
Foreign (235) 12z 33
Total current provision 140,57¢ 158,65¢ 119,90¢
Deferred:
Federal 16,59¢ 1,67¢ (23,46()
State 3,46¢ 86¢ (35¢)
Foreign (409) 5) (11)
Total deferred provision (benefit) 19,65¢ 2,53¢ (23,829
Provision for income tax expense $ 160,23t 161,19 96,07.

The differences between the income tax provisionmated at the statutory federal corporate taxaatethe financial statement provision for income

taxes are shown below:

Year ended December 31,

2014 2013 2012
Tax expense at federal rate 35.(% 35.(% 35.(%
Increase (decrease) resulting from:
State tax, net of federal income tax benefit 0.7 0. 0.t
Provision for uncertain federal and state tax msitte 0.4 (0.6) 0.2
Tax credits (0.4) (0.4) (0.6)
Other 1.4 — (0.1)
Effective tax rate 34.2% 34.8% 35.(%
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The tax effect of temporary differences that gige to deferred tax assets and liabilities incltdefollowing:

As of December 31,

2014 2013
Deferred tax assets:
Student loans $ 21,13¢ 25,967
Intangible assets 12,68: 23,67"
Securitizations 7,62¢ 10,40°
Capital loss carry-back 3,97 —
Accrued expenses 2,87: 4,16:
Stock compensation 2,49( 1,60¢
Deferred revenue 1,54¢ 777
Other 10¢ 28
Total gross deferred tax assets 52,44( 66,62
Less valuation allowance (304) (239
Net deferred tax assets 52,13¢ 66,38¢
Deferred tax liabilities:
Debt repurchases 24,91¢ 32,28¢
Loan origination services 19,25¢ 23,75(
Basis in certain derivative contracts 15,69: 2,13
Depreciation 4,12; 4,67
Unrealized gain on debt and equity securities 3,01¢ 2,83(
Partnership basis 1,14: —
Total gross deferred tax liabilities 68,14¢ 65,67¢
Net deferred tax (liability) asset $ (16,019 70¢<

The Company has performed an evaluation of theverebility of deferred tax assets. In assessingréla¢izability of the Company's deferred
assets, management considers whether it is moedy ltkan not that some portion or all of the defdrtax assets will be realized. The ultin
realization of deferred tax assets is dependenh tipe generation of future taxable income during period in which those temporary differer
become deductible. Management considers the satkdeNersals of deferred tax liabilities, projediaxible income, carry back opportunities, ani
planning strategies in making the assessment oamheunt of the valuation allowance. With the exwepbf a portion of the Company's state
operating loss, it is management's opinion thi& inore likely than not that the deferred tax ass@tl be realized and should not be reduced
valuation allowance. The amount of deferred taxetsssonsidered realizable could be reduced in g term if estimates of future taxable inc
during the carry forward period are reduced.

Included on the balance sheet at December 31, 20d42013 was a current income tax receivable of2blillion and a current income tax payabl
$4.1 million , respectively.
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14. Segment Reporting
The Company has three reportable operating segnidmsCompany's reportable operating segmentsdaeciu

e Student Loan and Guaranty Servicing
e Tuition Payment Processing and Campus Commerce
¢ Asset Generation and Management

The Company earns fdmsed revenue through its Student Loan and Gua@eryicing and Tuition Payment Processing operasegments. |
addition, the Company earns interest income ostitdent loan portfolio in its Asset Generation dMahagement operating segment. The Company
operating segments are defined by the productssandces they offer and the types of customers Hwye, and they reflect the manner in w
financial information is currently evaluated by mgement. See note 1, "Description of Business,"afatescription of each operating segn
including the primary products and services offered

In 2014, management determined that the Company'sliEaent Services business no longer met the dpative thresholds for which separ
information about an operating segment is requiRethr period segment operating results were regtat conform to the current period presentation.

The management reporting process measures therrparfoe of the Company’operating segments based on the managementusgrumft the
Company, as well as the methodology used by manageto evaluate performance and allocate resouiErscutive management (the "ct
operating decision maker") evaluates the performariche Compang’ operating segments based on their financialtepuépared in conformity wi
U.S. GAAP.

The accounting policies of the Compasydperating segments are the same as those deésaniltbe summary of significant accounting polic
Intersegment revenues are charged by a segmenpribneities a product or service to another segmkrtérsegment revenues and expense
included within each segment consistent with tle®ine statement presentation provided to managenhecime taxes are allocated based on 3€
income before taxes for each individual operatiegnsent. The difference between the consolidateshiiectax expense and the sum of taxes calct
for each operating segment is included in incomegan Corporate and Other Activities.

Corporate and Other Activities

Other business activities and operating segmeatsatie not reportable are combined and includ€biporate and Other Activities. Corporate and
Other Activities includes the following items:

* Income earned on certain investment activ

* Interest expense incurred on unsecured debt tramss

« Other product and service offerings that are cwtsidered reportable operating segments incluydiog not limited to, WRCM, the SEC-
registered investment advisory subsidiary, andetmllment Services business

Corporate and Other Activities also includes cert@rporate activities and overhead functions eelab executive management, human resot
accounting, legal, enterprise risk management, maoey, and marketing. These costs are allocateddb operating segment based on estimated
such activities and services.

Segment Result

The following tables include the results of eaclthef Company's reportable operating segments rdedro the consolidated financial statements.

F-41

Scottsbluff Regular Meeting - 12/21/2015 Page 50/ 69



NELNET, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements — (ocaat)
(Dollars in thousands, except share amounts, uotbgswise noted)

Year ended December 31, 2014

Asset
Student Loan and Tuition Payment Processing Generation and Corporate and
Guaranty Servicing and Campus Commerce Management Other Activities Eliminations Total
Total interest income $ 3C 6 703,38. 8,61¢ (2,23¢) 709,80(
Interest expense — — 269,74: 5,731 (2,236 273,23
Net interest income 30 6 433,64( 2,887 — 436,56
Less provision for loan losses — — 9,50( — — 9,50(
Net interest income after provision for loan
losses 30 6 424,14 2,887 — 427,06:
Other income (expense):
Loan and guaranty servicing revenue 240,41« — — — — 240,41«
Intersegment servicing revenue 55,13¢ — — — (55,139 —
Tuition payment processing, school
information, and campus commerce
revenue — 98,15¢ — — — 98,15¢
Enrollment services revenue — — — 82,88¢ — 82,88¢
Other income — 1,26¢ 21,53. 31,20: — 54,00
Gain on sale of loans and debt repurchas
net = = (1,357 5,00¢ — 3,651
Derivative market value and foreign
currency adjustments, net — — 42,93t (5,237 — 37,70¢
Derivative settlements, net — — (20,819 (1,025 — (21,849
Total other income (expense) 295,55: 99,42: 42,29: 112,83¢ (55,139 494,96t
Operating expenses:
Salaries and benefits 138,58 48,45; 2,31¢ 38,72t — 228,07¢
Cost to provide enrollment services — — — 53,30° — 53,301
Depreciation and amortization 10,74 8,16¢ — 2,22¢ — 21,13¢
Other 70,21: 13,00¢ 33,61: 33,16 — 149,99(
Intersegment expenses, net 4,20¢ 5,86¢ 55,80¢ (10,747 (55,139 —
Total operating expenses 223,74! 75,49; 91,73¢ 116,67 (55,139 452,51(
Income (loss) before income taxes and
corporate overhead allocation 71,83¢ 23,93¢ 374,69 (954) — 469,51¢
Corporate overhead allocation (9,029 (3,010 (5,019 17,05¢ — —
Income before income taxes 62,80¢ 20,92¢ 369,68( 16,10: — 469,51
Income tax (expense) benefit (23,867 (7,957) (140,47) 12,05¢ — (160,239
Net income 38,94: 12,97¢ 229,20: 28,16( —_ 309,28:
Net income attributable to noncontrollil
interest — — — 1,671 — 1,671
Net income attributable to Nelnet, Inc 38,94 12,97¢ 229,20 26,48¢ — 307,61(
Total assets $ 84,49t 231,99 29,505,43 497,14 (220,929 30,098,14
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Year ended December 31, 2013

Asset
Student Loan and Tuition Payment Processing Generation and Corporate and
Guaranty Servicing and Campus Commerce Management Other Activities Eliminations Total
Total interest income $ 40 — 638,60: 9,43¢ (3,267) 644,81(
Interest expense — — 229,53 4,66¢ (3,267 230,93t
Net interest income 40 — 409,07 4,764 — 413,87t
Less provision for loan losses — — 18,50( — — 18,50(
Net interest income after provision for loan
losses 40 — 390,57: 4,764 — 395,37¢
Other income (expense):
Loan and guaranty servicing revenue 243,42t — — — — 243,42t
Intersegment servicing revenue 56,74« — — — (56,749 —
Tuition payment processing, school
information, and campus commerce
revenue — 80,68: — — — 80,68:
Enrollment services revenue — — — 98,07¢ — 98,07¢
Other income — — 15,22 32,21¢ (1,149 46,29¢
Gain on sale of loans and debt repurchas — — 11,00« 69t — 11,69¢
Derivative market value and foreign
currency adjustments, net — — 35,25¢ 13,33] — 48,59:
Derivative settlements, net — — (27,96¢) (1,670 — (29,636
Total other income (expense) 300,17: 80,68: 33,51 142,65t (57,88) 499,14;
Operating expenses:
Salaries and benefits 119,09 37,57 2,29: 37,21( — 196,16¢
Cost to provide enroliment services — — — 64,96: — 64,967
Depreciation and amortization 11,41¢ 4,51¢ — 2,37¢ — 18,31:
Other 79,11¢ 9,147 30,94¢ 31,477 (1,143 149,54;
Intersegment expenses, net 4,35¢ 5,98¢ 57,57. (11,179 (56,749 —
Total operating expenses 213,98¢ 57,22¢ 90,80¢ 124,84¢ (57,88) 428,98!
Income before income taxes and
corporate overhead allocation 86,22¢ 23,45! 333,27 22,57¢ — 465,53
Corporate overhead allocation (6,150) (1,957) (3,896 12,00: — —
Income before income taxes 80,07¢ 21,49¢ 329,38 34,57¢ — 465,53«
Income tax (expense) benefit (30,430 (8,16¢) (125,16 2,57( — (161,19)
Net income 49,64¢ 13,32¢ 204,21t 37,14¢ —_ 304,34:
Net income attributable to noncontrollil
interest — — — 1,66¢ — 1,66¢
Net income attributable to Nelnet, Incé 49,64t 13,32¢ 204,21¢ 35,48( — 302,67.
Total assets $ 84,98¢ 219,06« 27,387,46 425,95¢ (346,62)) 27,770,84
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Year ended December 31, 2012

Asset
Student Loan and Tuition Payment Processing Generation and Corporate and
Guaranty Servicing and Campus Commerce Management Other Activities Eliminations Total
Total interest income $ 53 8 610,19: 7,30¢ (3,707 613,85¢
Interest expense — — 263,78 8,48t (3,707 268,56t
Net interest income 53 8 346,40t (1,180 — 345,28°
Less provision for loan losses — — 21,500 — — 21,50(
Net interest income after provision for lo
losses 53 8 324,90t (1,180 — 323,78
Other income (expense):
Loan and guaranty servicing revenue 209,74¢ — — — — 209,74¢
Intersegment servicing revenue 65,37¢ — — — (65,37¢) —
Tuition payment processing, school
information, and campus commerce
revenue — 74,41( — — — 74,41(
Enrollment services revenue — — — 117,92 — 117,92
Other income — — 18,21¢ 21,25} — 39,47¢
Gain on sale of loans and debt repurchases — — 3,81« 32t — 4,13¢
Derivative market value and foreign
currency adjustments, net — — (51,809 4,41¢ — (47,399
Derivative settlements, net — — (11,797 (2,230 — (14,029
Total other income (expense) 275,12: 74,41( (41,56¢) 141,69. (65,376 384,28
Operating expenses:
Salaries and benefits 115,12¢ 34,31« 2,25; 41,13¢ — 192,82¢
Cost to provide enroliment services — — — 78,37¢ — 78,37t
Depreciation and amortization 18,41¢ 7,24( — 7,97( — 33,62¢
Other 70,50¢ 10,43¢ 16,43t 31,35¢ —_ 128,73¢
Intersegment expenses, net 5,28( 5,38¢ 66,21¢ (11,507 (65,376 —
Total operating expenses 209,32¢ 57,37¢ 84,90. 147,33 (65,376 433,56¢
Income (loss) before income taxes ant
corporate overhead allocation 65,85: 17,04 198,431 (6,82¢) — 274,50¢
Corporate overhead allocation (5,909 (1,96¢) (5,306 13,17¢ — —
Income before income taxes 59,947 15,07+ 193,13( 6,35¢ — 274,50:
Income tax (expense) benefit (22,780 (5,72%) (73,38) 5,81¢ — (96,077
Net income 37,167 9,34¢ 119,74 12,17 — 178,42¢
Net income attributable to noncontrolling
interest — — — 431 — 431
Net income attributable to Nelnet, In $ 37,167 9,34¢ 119,74 11,74: = 177,99
Total assets $ 90,95¢ 150,60( 26,463,55 260,90! (358,12() 26,607,89

15. Major Customer

The Company earns loan servicing revenue from\dcseg contract with the Department that currergkpires on June 16, 2019. Revenue earns
the Company's Student Loan and Guaranty Servigiegading segment related to this contract was #1@4llion , $97.4 million , an&69.5 millior
for the year s ended December 31, 2014, 2013, @h# 2respectively.

16. Legal Proceedings and Regulatory Matters
Legal Proceeding:
General

The Company is subject to various legal proceedingsarise in the normal course of business, dintuthe legal proceedings discussed below. 1
matters frequently involve claims by student loamrbwers disputing the manner in which their studeans have been serviced or the accura
reports to credit bureaus, claims by student loammowers or other consumers alleging that stat€exteral consumer protection laws have |
violated in the process of collecting loans or agtohg other business activities, and disputes wilter business entities. From time to time, latg
may be brought as, or subsequently amended tat ataiens in the form of, putative class action case
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In evaluating each of its legal proceedings, then@any considers many factors that involve signiftaégsks and uncertainties inherent in the ov
litigation process, including (i) the amount of deges and the nature of any other relief soughthé groceeding, if specified; (i) whether
proceeding is at an early stage; (iii) the impdctliscovery; (iv) whether novel or unsettled letfatories are at issue; (v) the outcome of per
motions or appeals; (vi) whether there are sigaiftdactual issues to be resolved; (vii) whethasglaction status is sought and the Company's it
the likelihood of a class being certified by theidcand the ultimate size of the class; (viii) jhdsdiction in which the proceeding is pending) (ihe
Company's views of the merits of the claims andhef strength of the Company's defenses; and (xptbgress of any negotiations with oppo:
parties. In assessing whether a legal proceedingbmanaterial, the Company considers these and qgtlentitative and qualitative factors, incluc
whether disclosure of the proceeding might be irtgrdrto a reader of the Company's financial statesim light of all of the information about |
Company that is available to the reader.

Actions Requesting Certifications of Clas

Proceedings or complaints that involve or ask fatifications of classes generally expand the sajpegal defense costs, as well as alleged pat
claim amounts. The Company is currently subjedetal proceedings in which the plaintiffs have matlegations that one or more putative cla
should be certified by the applicable court. Witlspect to the three proceedings specifically dsmdidbelow, it is significant to note that two mes
have been settled and terminated for immaterial lBriso no putative class has actually been certifiethe other proceeding still pending,
Company's position is that class certification vdobke inappropriate in that pending proceeding, tniedCompany has been granted a motion
summary judgment dismissing the case and intendgtmously contest the appeal and class certiioah the remaining matter.

Bais Yaakov of Spring Valley v. Peterson's Nelneg;

On January 4, 2011, a complaint against Peterdteiiset, LLC (“Peterson's”)a subsidiary of Nelnet, Inc. ("Nelnet"), was filedthe U.S. Feder
District Court for the District of New Jersey. Themplaint alleged that Peterson's sent six adimgtixes to the named plaintiff in 202809 tha
were not the result of express invitation or pesiois granted by the plaintiff and did not includetain opt out language. The complaint also all
that such faxes violated the Federal Telephone @oas Protection Act (the “TCPA”), purportedly ehitig the plaintiff to $50Qer violation, treble
for willful violations for each of the six faxesh& complaint further alleged that Peterson's hatmaative class members more than 10,000 faxad
violated the TCPA, amounting to more than $5 millia statutory penalty damages and more than $1&mif trebled for willful violations. Th
complaint sought to establish a class action. January 23, 2014, Peterson's and the namedifblagached an agreement in principle whel
Peterson's would, without admitting any wrongdoamdiability, settle all claims in the lawsuit, iludling potential class action claims, for paymet
an immaterial amount. The settlement agreementitiple was finalized and received court appravallanuary 26, 2015.

Than Zaw v. Nelnet, Inc.

On January 18, 2013, a Third Amended Complaintsesged on Nelnet in connection with a lawsuit by Zaw against Nelnet (erroneously refe
to in the lawsuit as Nelnet Business Solutions,)lircthe Superior Court of the State of Californ@ontra Costa County. The case was subseq
moved to the U.S. Federal District Court for thertNern District of California. The lawsuit was driglly instituted on December 30, 2010, and all¢
that Nelnet violated the California Fair Debt Cotien Practices Act in its interactions with theipliff, a California resident. The plaintiff's T
Amended Complaint added additional allegationsnuilag that Nelnet violated Section 632 of the Caiifa Penal Code by allegedly recording on
more telephone calls to the plaintiff without thaiptiff's consent, and sought $5,000statutory damages per alleged violation. Thed'Aimende:
Complaint further alleged that Nelnet improperlgorled telephone calls to other California resiglemithout such persons' consent, and souc
establish a class action with respect to the QalifoSection 632 claimOn October 16, 2013, Nelnet and the named plairedthed an agreemen
principle whereby Nelnet would, without admittingyawrongdoing or liability, settle all claims indHawsuit, including potential class action clai
for payment of an immaterial amount. The settlenagmeement in principle was finalized and receieedrt approval on November 13, 2014.
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Grant Keating v. Peterson's Nelnet, LLC et al

On August 6, 2012, an Amended Complaint was seoveldeterson's, CUnet, LLC (“CUnet”), a subsidiaiNelnet, and on

Nelnet (collectively, the "Keating Defendants"), donnection with a lawsuit by Grant Keating in tHeS. Federal District Court for the North
District of Ohio (the “Ohio District Court”)The lawsuit was originally instituted on August 2411, and alleges that the Keating Defendantsamn
advertising text message to the named plaintiffune 2011 using an automatic telephone dialingesysand without the plaintiff's express cons
The complaint also alleges that this text messaglated the TCPA, purportedly entitling the plafhito $500, trebled for a willful violation. Th
complaint further alleges that the Keating Defertsla®nt putative class members similar text messagi@ag an automatic telephone dialing sys
without such purported class members' consent.chngplaint seeks to establish a class action. Onusig9, 2013, the Keating Defendants 1
motions for summary judgment, and the named pfaifittd a motion for class certification. On May,12014, the Ohio District Court granted

Keating Defendants' motion for summary judgmengjrdssing the case. On September 8, 2014, the namediff filed an appeal brief with tt
Circuit Court of Appeals and on October 22, 20h4, Keating Defendants filed a responsive briefoAthe filing date of this report, the Ohio Dist
Court has not established, recognized, or certdiethss. The Keating Defendants intend to contiowkefend themselves vigorously in this lawsuit.

Due to the uncertainty and risks inherent in ctitermination and the overall litigation procebg, Company believes that a meaningful estimate of a
reasonably possible loss, if any, or range of nealsly possible losses, if any, for this lawsuitroatncurrently be made.

Regulatory Matters

Consumer Financial Protection Bureau Examination

The Dodd-Frank Wall Street Reform and Consumereetmin Act (the "Dodd-rank Act") established the Consumer Financial dtiin Bureau (tt
"CFPB"), which has broad authority to regulate deawiange of consumer financial products and sesvioe December 3, 2013, the CFPB issued :
that allows the CFPB to supervise nonbank studemt servicers that handle more than one milliomdveers, including the Company, thus giving
CFPB broad authority to examine, investigate, stiper and otherwise regulate the Company's bustsesscluding the authority to impose fines
require changes with respect to any practicestitiea€CFPB finds to be unfair, deceptive, or abusive.

The CFPB is currently conducting its initial sugeory examination of the large nonbank student Ieanvicers, including the Company. If the CF
were to determine the Company was not in compliaitces possible that this could result in mater@@verse consequences, including, wit
limitation, settlements, fines, penalties, adversgulatory actions, changes in the Company's mestior other actions. However, the Compai
unable to estimate at this time any potential faianor other impact that could result from the GFPexamination, in the event that any adv
regulatory actions occur.

17. Operating Leases
The Company is committed under noncancelable dpgrigases for office space and equipment. Totatbieexpense incurred by the Company fol

years ended December 31, 2014 , 2013 , and 20128:8smillion , $8.1 million , and $8.1 millionrespectively. Minimum future rentals, as
December 31, 2014 , under noncancelable operaasgs are shown below:

2015 $ 4,46¢
2016 4,10¢€
2017 3,12
2018 2,66¢
2019 2,40¢
2020 and thereafter 6,27:

$ 23,04’
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18. Defined Contribution Benefit Plan

The Company has a 401(k) savings plan that covdrstantially all of its employees. Employees mawtdbute up to 100 percent of their ptax
salary, subject to IRS limitations. The Companyahes up to 100 percent on the first 3 percent nfrdmutions and 50 percent on the next 2 percent
The Company made contributions to the plan of $dilflon , $3.8 million , and $3.6 million during ¢hyears ended December 31, 2014 , 2048¢
2012 , respectively.

19. Stock Based Compensation Plans

Restricted Stock Pla

The following table summarizes restricted stochvétgt

Year ended December 31,

2014 2013 2012
Non-vested shares at beginning of year 407,05 378,67: 285,71¢
Granted 189,71t 131,93¢ 168,83:
Vested (77,219 (62,49)) (41,089
Canceled (20,08Y (41,067 (34,79)
Non-vested shares at end of year 499,461 407,05! 378,67:

As of December 31, 2014 , there was $9.0 milliorunfecognized compensation cost included in “adidéti paid-in capital’on the consolidate
balance sheet related to restricted stock, whielxjgcted to be recognized as compensation expsrs®wn in the table below.

2015 $ 3,69
2016 2,17
2017 1,261
2018 73€
2019 43¢
2020 and thereafter 694

$ 8,99¢

For the years ended December 31, 2014 , 2013 2abd , the Company recognized compensation expen$4.6 million , $3.1 million , an&2.Z
million , respectively, related to shares issued underettteicted stock plan, which is included in "satarand benefits" on the consolidated stater
of income.

Employee Share Purchase Ple

The Company has an employee share purchase plaogmirto which employees are entitled to purchasssCA common stock from payr
deductions at a 15 percent discount from marketezaDuring the years ended December 31, 2014 , 2GH® 2012, the Company recogniz
compensation expense of approximately $131,0048.$00 , and $114,000 , respectively, in conneatiih issuing 18,140 shares, 18,08hares
and 21,766 shares, respectively, under this plan.

Non-employee Directors Compensation Plan

The Company has a compensation plan for non-emeldirectors pursuant to which nemployee directors can elect to receive their anraiaine
fees in the form of cash or Class A common stoick.ionemployee director elects to receive Clag®mimon stock, the number of shares of Cla
common stock that are awarded is equal to the ahafiihe annual retainer fee otherwise payableshdivided by 85 perceaf the fair market valt
of a share of Class A common stock on the datéetiés payable. Noemployee directors who choose to receive Classmnoon stock may also el
to defer receipt of the Class A common stock uatinination of their service on the board of dicest
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For the years ended December 31, 2014 , 2013 2@h2l, the Company recognized approximately $7707,08673,000 , and $688,000espectively

of expense related to this plan. The following ¢aptovides the number of shares awarded undepthisfor the years ended December 31, 2014

2013, and 2012 .

Shares issued -

not deferred Shares- deferred Total
Year ended December 31, 2014 8,06 10,17¢ 18,24
Year ended December 31, 2013 10,15¢ 5,27¢ 15,43t
Year ended December 31, 2012 16,56! 16,70( 33,26:

As of December 31, 2014 , a cumulative amount & 4% shares have been deferred by directors and wilksiged upon the termination of tf
service on the board of directors. These sharemeleded in the Company's weighted average shlaresanding calculation.

20. Related Parties
Transactions with Union Financial Services

Union Financial Services, Inc. ("UFS") is owned frcentby Michael S. Dunlap, Executive Chairman and a mamab the board of directors an
significant shareholder of the Company, and 50 grarby Stephen F. Butterfield, Vice Chairman and a memif the board of directors of f
Company. During 2013, the Company purchased araétifor total consideration of $5.8 million andid@n interest in such aircraft to UFS f2.C
million . After the completion of this transactidhe Company and UFS own 65 percent and 35 peof¢ne aircraft, respectively.

Transactions with Union Bank and Trust Company

Union Bank and Trust Company ("Union Bank") is colied by Farmers & Merchants Investment Inc. (“F&Mwhich owns a majority of Unic
Bank's common stock and a minority share of Uni@miBs norvoting preferred stock. Mr. Dunlap, along with lsigouse and children, owns
controls a significant portion of the stock of F&Msind Mr. Dunlap's sister, Angela L. Muhleisen, alavith her husband and children, also owr
controls a significant portion of F&M stock. Mr. Dlap serves as a Director and Chairman of F&M. Mghleisen serves as Director and Preside
F&M and as a Director, Chairperson, President, @hizzf Executive Officer of Union Bank. Union Barkdeemed to have beneficial ownership
significant number of shares of the Company bec#us®ves in a capacity of trustee or account anéor various trusts and accounts holding st
of the Company, and may share voting and/or investnpower with respect to such shares. Mr. Duniagh ls. Muhleisen beneficially own
significant percent of the voting rights of the Guany's outstanding common stock.

The Company has entered into certain contractuahgements with Union Bank. These transactionsamemnarized below.

Loan Purchases and Sal

During the years ended December 31, 2014 , 2018l 2812 , the Company purchased FFELP student lisans Union Bank of $0.2 millior{pal
value), $478.4 million (par value), and $0.3 mifli¢gpar value), respectively. Loans purchased dugi@g3 were purchased at a discountbdf.
million . No discount or premium was paid for logngchased during 2014 and 2012 .

During 2014, the Company sold $16.5 million (palueg of private education loans to Union Bank. Necdunt or premium was received.
On December 22, 2014, the Company entered intgegement with Union Bank in which the Company ilbvide marketing, origination, and Ic

servicing services to Union Bank related to prived@cation loans. The Company has committed tohaises or arrange for a designee to purchas
volume originated by Union Bank under this agreeimidn loans were originated under this agreemeg0itv.
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Loan Servicin¢

The Company serviced $581.4 million , $598.9 millicand $445.8 million of FFELP and private edumaioans for Union Bank as &fecember 3:
2014 , 2013, and 2012 , respectively Servicingnere earned by the Company from servicing loangJfoon Bank was $0.4 million , $1.3 million
and $1.7 million for the years ended December 8142 2013 , and 2012respectively. In September 2013, the servicing@ment between t
Company and Union Bank was amended to change thalation of servicing fees paid by Union Bank, atiled to a decrease in the servis
revenue earned by the Company from Union Bank itM2€ompared to 2013. As of December 31, 2014 ari 2@ccounts receivable incluc
approximately $36,000 and $40,000 , respectivalg, fdlom Union Bank for loan servicing.

Funding- Participation Agreement

The Company maintains an agreement with Union BasKrustee for various grantor trusts, under whinion Bank has agreed to purchase fron
Company participation interests in student loahe (FFELP Participation Agreement’yhe Company uses this facility as a source to faRELF
student loans. As of December 31, 2014 and 20B33.% million and $342.5 millionrespectively, of loans were subject to outstagdliarticipatiol
interests held by Union Bank, as trustee, underdagreement. The agreement automatically renewsadiprand is terminable by either party upon
business days notice. This agreement provides iogaréfs of Union Bank's grantor trusts with accesBivestments in interests in student loans, &
providing liquidity to the Company on a shéerm basis. The Company can participate loans torUBank to the extent of availability under
grantor trusts, up to $750 million or an amounéxtess of $750 millioif mutually agreed to by both parties. Loans pgtited under this agreem
have been accounted for by the Company as loas. sateordingly, the participation interests soleé aot included on the Company's consolid
balance sheets.

Subpatrticipation Agreement

On January 1, 2014, the Company subparticipate@tmepany's participation interest in a loan redgiedrom an unrelated third party to Union Be
As of December 31, 2014 , the participated portibthe loan was $2.6 million , with an obligatiamfund an additional $0.5 millionAs part of thi
agreement, Union Bank will pay the Company mong#wicing fees equal to 40 basis poiatsthe participated portion of the outstanding gipal
balance of the loan.

Operating Cash Accounts

The majority of the Company's cash operating acisoare maintained at Union Bank. The Company aisests amounts in the Short term Fec
Investment Trust (“STFIT”) of the Student Loan Tri@vision of Union Bank, which are included in &taand cash equivalentdield at a relate
party” and “restricted cash - due to customers’tt@ accompanying consolidated balance sheets. Aeoémber 31, 2014 and 201&he Compan
had $107.6 million and $81.0 million , respectivelywested in the STFIT or deposited at Union Ban@&perating accounts, of which $14.9 millianc
$26.3 million as of December 31, 2014 and 208spectively, represented cash collected foroousts. Interest income earned by the Company ¢
amounts invested in the STFIT for the years endedebhber 31, 2014 , 2013 , and 2012 , was $0.2omilli$0.1 million , and $0.2 million
respectively.

529 Plan Administration Services

The Company provides certain 529 Plan adminisimagiervices to certain college savings plans (thellege Savings Plansthrough a contract wi
Union Bank, as the program manager. Union Banknigled to a fee as program manager pursuant tpriggram management agreement witt
College Savings Plans. For the years ended Dece®ib@014 , 2013 , and 2012 , the Company hasveddees of $3.4 million , $2.8 millionanc
$1.7 million , respectively, from Union Bank reldt® the administration services provided to th#eége Savings Plans.

Lease Arrangemen

Union Bank leases approximately 4,08uare feet in the Company's corporate headquditéiding. Union Bank paid the Company approximg
$76,000 , $72,000 , and $74,000 for commercial amct storage income during 2014 , 2013 , and 20&8pectively. The lease agreement expire
June 30, 2018.
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The Company had a lease agreement with Union Badkruwhich the Company leased office space. Thepgaompaid Union Bank approximat
$71,000, $159,000, and $43,000 during 2014 , 2@t®@l 2012 , respectively. The lease agreemeiitegkim May 2014.

Other Fees Paid to Union Bank

During the years ended December 31, 2014 , 201%1,2812 , the Company paid Union Bank approxima$dy,000 , $107,000 , and $92,000
respectively, in commissions; approximately $118,08140,000 , and $187,000 , respectively, in cagshagement fees, and approximately $311,000
$52,000 , and $0respectively, in connection with servicing oppoities for various asset classes. In additionGbmpany pays Union Bank $36,(
each year for administrative services.

Other Fees Received from Union Bank

During the years ended December 31, 2014 , 2018l 2812 , Union Bank paid the Company approxima#dly8,000 , $170,000 , and $152,000
respectively, under an employee sharing arrangemrmtapproximately $14,000 , $18,000 , and $31,0@&pectively, for health and producti
services.

401(k) Plan Administration

Union Bank administers the Company's 401(k) defigedtribution plan. Fees paid to Union Bank to auster the plan are paid by the ¢
participants and were approximately $450,000 , $BJ®, and $305,000 during the years ended Dece®ih@014 , 2013, and 2012 , respectively.

Investment Service

Union Bank has established various trusts wherehiotJ Bank serves as trustee for the purpose ofhasing, holding, managing, and sel
investments in student loan asset-backed secur@edvay 9, 2011, WRCM, an SEE@gistered investment advisor and a subsidiarh@fGompany
entered into a management agreement with Union Beffective as of May 1, 2011, under which WRCMfpens various advisory and managen
services on behalf of Union Bank with respect t@sitments in securities by the trusts, includirentdying securities for purchase or sale by thsts
The agreement provides that Union Bank will payMBCM annual fees of 25 basis poiots the outstanding balance of the investmentsértrilsts
As of December 31, 2014 , the outstanding balafi@gevestments in the trusts was $536.0 millidn addition, Union Bank will pay additional feta
WRCM of up to 50 percent of the gains from the s#lsecurities from the trusts. For the years dnbecember 31, 2014 , 2013 , and 2018¢
Company earned $13.4 million , $12.9 million , &&4 million , respectively, of fees under thisemment.

On January 20, 2012, WRCM entered into a manageagneement with Union Bank under which it was desigd to serve as investment ady
with respect to the assets within several trusisbéished by Mr. Dunlap. Union Bank serves as &edbr the trusts. Per the terms of this agreel
Union Bank pays WRCM five basis points of the agate value of the assets of the trusts as of ttediy of each calendar quarter. Mr. Dui
contributed a total of 3,375,00¢hares of the Company's Class B common stock tdrtis¢és upon the establishment thereof. For thesyeade
December 31, 2014 , 2013, and 2012 , the Compamed approximately $66,000 , $61,000 , and $44,088pectively, of fees under this agreement.

As of December 31, 2014 and 2013, accounts relsieivacluded $1.7 million and $3.3 millionrespectively, due from Union Bank related to
earned by WRCM from the investment services desdrdbove.

WRCM has established five private investment fufadsthe primary purpose of purchasing, selling,esting, and trading, directly or indirectly,
student loan asséicked securities, and to engage in financial &etiens related thereto. Mr. Dunlap, UFS, JeffreyN@ordhoek (an executi
officer of the Company), F&M, Ms. Muhleisen and tsgouse, and WRCM have invested in certain of tifiesds. Based upon the current leve
holdings by non-affiliated limited partners, themagement agreements provide raffiiated limited partners the ability to removeREM as manag
without cause. WRCM earns 50 basis points (annually the outstanding balance of the investmentshése funds, of which WRCM pe
approximately 50 percent of such amount to UnionkBas custodian. As of December 31, 201e outstanding balance of investments in thie®
funds was $144.9 million . For the years ended bz 31, 2014 , 2013, and 2012 , the Company gaidn Bank $0.3 million , $0.3 million anc
$0.1 million , respectively, as custodian.
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21. Fair Value

The following tables present the Companiihancial assets and liabilities that are meabateair value on a recurring basis. There weréraosfer
into or out of level 1, level 2, or level 3 for thear ended December 31, 2014 .

(@)

(b)

As of December 31, 2014 As of December 31, 2013
Level 1 Level 2 Total Level 1 Level 2 Total
Assets:
Investments: (a)
Student loan asset-backed securities $ — 145,00( 145,00( — 188,27¢ 188,27¢
Equity securities 3,73¢ — 3,73¢ 3,28 — 3,28:
Debt securities 387 — 387 47¢ — 47¢
Total investments 4,12: 145,00( 149,12: 3,761 188,27¢ 192,04(
Fair value of derivative instruments (b) — 64,39: 64,39: — 62,50° 62,507
Total assets $ 4,12 209,39. 213,51! 3,761 250,78t 254,54’
Liabilities:
Fair value of derivative instruments (b): $ — 32,84: 32,84: — 17,96¢ 17,96¢
Total liabilities $ — 32,84: 32,84: — 17,96¢ 17,96¢

Investments represent investments recorded avdhie on a recurring basis. Level 1 investmentsnegasured based upon quoted prices
include investments traded on an active exchangg) as the New York Stock Exchange, and corporatelsy mortgageacked securitie
U.S. government bonds, and U.S. Treasury secutitiastrade in active markets. Level 2 investmentiude student loan asdagcket
securities. The fair value for the student loareabsacked securities is determined using indicativetes from brokedealers or an incor
approach valuation technique (present value usiegdtscount rate adjustment technique) that corsi@enong other things, rates curre
observed in publicly traded debt markets for ddlsimilar terms issued by companies with comparabdelit risk.

All derivatives are accounted for at fair value @mecurring basis. The fair value of derivativeaficial instruments is determined usir
market approach in which derivative pricing modede the stated terms of the contracts and obseryaid curves, forward foreign currer
exchange rates, and volatilities from active market

When determining the fair value of derivatives, @@mpany takes into account counterparty creditfos positions where it is exposed to

counterparty on a net basis by assessing exposti@ wollateral held. The net exposures for eaamterparty are adjusted based on mi
information available for the specific counterparty
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The following table summarizes the fair valueslbbathe Company’s financial instruments on thesolidated balance sheets:

As of December 31, 2014

Fair value Carrying value Level 1 Level 2 Level 3
Financial assets:
Student loans receivable 28,954,26 28,005,19 — — 28,954,26
Cash and cash equivalents 130,48: 130,48: 130,48: — —
Investments 149,12: 149,12: 4,12: 145,00( —
Restricted cash 800,16 800,16 800,16 — —
Restricted cash — due to customers 118,48t 118,48t 118,48t — —
Restricted investments 50,27¢ 50,27¢ 50,27¢ — —
Accrued interest receivable 351,58¢ 351,58t — 351,58¢ —
Derivative instruments 64,39: 64,39: — 64,39: —
Financial liabilities:
Bonds and notes payable 27,809,99 28,027,35 — 27,809,99 —
Accrued interest payable 25,90« 25,90¢ — 25,90¢ —
Due to customers 118,48t 118,48t 118,48t — —
Derivative instruments 32,84 32,84. — 32,84: —
As of December 31, 2013
Fair value Carrying value Level 1 Level 2 Level 3
Financial assets:
Student loans receivable 26,641,38 25,907,58 — — 26,641,38
Cash and cash equivalents 63,26 63,267 63,267 — —
Investments 192,04( 192,04( 3,761 188,27¢ —
Restricted cash 727,83 727,83t 727,83t — —
Restricted cash — due to customers 167,57t 167,57¢ 167,57¢ — —
Restricted investments 7,28¢ 7,28k 7,28¢ — —
Accrued interest receivable 314,55 314,55! — 314,55! —
Derivative instruments 62,50° 62,50% — 62,50’ —
Financial liabilities:
Bonds and notes payable 25,577,25 25,955,28 — 25,577,25 —
Accrued interest payable 21,72¢ 21,72¢ — 21,72¢ —
Due to customers 167,57t 167,57t 167,57t — —
Derivative instruments 17,96¢ 17,96¢ — 17,96¢ —

The methodologies for estimating the fair valuefinfncial assets and liabilities that are measaethir value on a recurring basis are previc
discussed. The remaining financial assets anditieb were estimated using the following methaeas assumptions:

Student Loans Receivab

If the Company has the ability and intent to haldrs for the foreseeable future, such loans adefbeinvestment and carried at amortized costr
values for student loan receivables were determiryechodeling loan cash flows using stated termthefassets and internaltieveloped assumptic
to determine aggregate portfolio yield, net presaitie, and average life. The significant assunmgtiosed to project cash flows are prepayi
speeds, default rates, cost of funds, requiredredn equity, and future interest rate and indéatienships. A number of significant inputs intae
models are internally derived and not observablaaoket participants.

Cash and Cash Equivalents, Restricted Cash, RestddCash -Due to Customers, Restricted Investments, Accruetéiest Receivable/Payable &
Due to Customer:

The carrying amount approximates fair value duaéovariable rate of interest and/or the short mités of these instruments.
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Bonds and Notes Payab

Bonds and notes payable are accounted for at nostei financial statements except when denominitea foreign currency. Foreign currency-
denominated borrowings are meeasured at current spot rates in the financia¢mst@nts. The fair value of bonds and notes payabk determine
from quotes from brokedealers or through standard bond pricing modelsguie stated terms of the borrowings, observaield gurves, and mark
credit spreads. Fair value adjustments for unselccweporate debt are made based on indicative gti@m observable trades.

Limitations

The fair value estimates are made at a specifintpoitime based on relevant market information arfdrmation about the financial instrumel
Because no market exists for a significant portbthe Company's financial instruments, fair vabistimates are based on judgments regarding
expected loss experience, current economic comgiticisk characteristics of various financial ingtents, and other factors. These estimate
subjective in nature and involve uncertainties amatters of significant judgment and therefore carbe determined with precision. Therefore,
calculated fair value estimates in many instan@@maet be substantiated by comparison to indepenuankets and, in many cases, may nc
realizable in a current sale of the instrumentai@fes in assumptions could significantly affectabgmates.

22. Quarterly Financial Information (Unaudited)

2014
First quarter Second quarter  Third quarter Fourth quarter
Net interest income $ 98,87: 107,71: 117,48 112,49:
Less provision for loan losses 2,50( 1,50( 2,00 3,50(
Net interest income after provision for loan losses 96,37: 106,21 115,48° 108,99:
Loan and guaranty servicing revenue 64,75 66,46( 52,65¢ 56,53¢
Tuition payment processing and campus commerceteve 25,23t 21,83 26,39¢ 24,68¢
Enroliment services revenue 22,01: 20,14¢ 22,93¢ 17,79:
Other income 18,13: 15,31¢ 7,65( 12,90¢
Gain on sale of loans and debt repurchases, net 39 18 — 3,594
Derivative market value and foreign currency adpesits and derivative settlements,
net (4,265) 1,57( 24,20: (5,64¢)
Salaries and benefits (52,489 (53,889 (61,099 (60,609
Cost to provide enrollment services (14,475 (23,31) (14,179 (11,349
Depreciation and amortization (4,787) (5,219 (5,499 (5,649
Operating expenses - other (35,627 (40,377 (36,67¢) (37,310
Income tax expense (40,617 (43,079 (46,519) (30,03¢)
Net income 74,29¢ 75,687 85,37¢ 73,91¢
Net income attributable to noncontrolling interest 51¢ 692 157 30¢
Net income attributable to Nelnet, Inc. $ 73,78¢ 74,99 85,21¢ 73,61
Earnings per common share:
Net income attributable to Nelnet, Inc. sharehaldesasic and diluted $ 1.5¢ 1.61 1.84 1.5¢
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2013
First quarter Second quarter  Third quarter Fourth quarter
Net interest income $ 98,79¢ 101,41¢ 104,92: 108,73t
Less provision for loan losses 5,00( 5,00( 5,00( 3,50(
Net interest income after provision for loan losses 93,79¢ 96,41¢ 99,92: 105,23t
Loan and guaranty servicing revenue 55,60: 60,07¢ 64,58: 63,16°
Tuition payment processing and campus commerceteve 23,41 18,35¢ 19,921 18,98¢
Enrollment services revenue 28,957 24,82 22,56 21,73t
Other income 9,41¢ 12,28¢ 8,61 15,98:
Gain on sale of loans and debt repurchases, net 1,407 7,35t 2,13¢ 79¢
Derivative market value and foreign currency adpesits and derivative settlements,
net 1,07 40,18¢ (16,649 (5,65%)
Salaries and benefits (47,90 (47,437) (48,717 (52,120
Cost to provide enrollment services (19,647) (16,787 (14,669 (13,86¢)
Depreciation and amortization (4,377) (4,320 (4,340 (5,279
Operating expenses - other (34,94) (34,36%) (39,88 (40,349
Income tax expense (38,447 (54,74¢) (30,449 (37,55¢)
Net income 68,35( 101,85 63,04¢ 71,08¢
Net income attributable to noncontrolling interest 271 614 21¢ 56¢
Net income attributable to Nelnet, Inc. $ 68,07¢ 101,24 62,83( 70,52(
Earnings per common share:
Net income attributable to Nelnet, Inc. sharehalddrasic and diluted $ 1.4¢ 217 13t 1.5z
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23. Condensed Parent Company Financial Statements

The following represents the condensed balancashsef December 31, 2014 and 2@h8 condensed statements of income, comprehemsivme
and cash flows for each of the years in the thesa-period ended December 31, 2014 for Nelnet, Inc.

The Company is limited in the amount of funds ttext be transferred to it by its subsidiaries thipimercompany loans, advances, or cash divid
These limitations relate to the restrictions bystindentures under the education lending subgidiatebt financing arrangements. The amounts &
and investments restricted in the respective resancounts of the education lending subsidiariessapwn on the consolidated balance shes
restricted cash and investments.

Balance Sheets
(Parent Company Only)
As of December 31, 2014 and 2013

2014 2013
Assets:
Cash and cash equivalents $ 30,71: 24,03
Investments 136,43: 175,88
Investment in subsidiary debt 122,05 233,09!
Restricted cash 127 3,767
Investment in subsidiaries 1,300,03: 957,67t
Other assets 283,83: 272,91(
Fair value of derivative instruments 64,39: 25,67
Total assets $ 1,937,58: 1,693,033
Liabilities:
Notes payable $ 149,26! 191,45
Other liabilities 50,25: 39,62(
Fair value of derivative instruments 12,38’ 17,96¢
Total liabilities 211,90! 249,04t
Equity:
Nelnet, Inc. shareholders' equity:
Common stock 463 464
Additional paid-in capital 17,29( 24,88
Retained earnings 1,702,56! 1,413,49:
Accumulated other comprehensive earnings 5,13t 4,81¢
Total Nelnet, Inc. shareholders' equity 1,725,44: 1,443,66:.
Noncontrolling interest 23C 32¢
Total equity 1,725,67 1,443,991
Total liabilities and shareholders' equity $ 1,937,58: 1,693,03

F-55

Scottsbluff

Regular Meeting - 12/21/2015

Page 65/ 69



NELNET, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements — (ocaat)
(Dollars in thousands, except share amounts, uotbgswise noted)

Statements of Income

(Parent Company Only)
Years ended December 31, 2014, 2013, and 2012
2014 2013 2012
Investment interest $ 6,86: 7,911 5,18¢
Interest on bonds and notes payable 5,49z 4,43: 3,607
Net interest income 1,371 3,47¢ 1,57¢
Other income (expense):
Other income 8,94: 7,112 8,01(
Gain from debt repurchases 6,68t 11,90¢ 4,487
Equity in subsidiaries income 316,93« 275,98¢ 224,01:
Derivative market value adjustments and derivaselements, net 14,96: 28,13 (47,267)
Total other income 347,52¢ 323,14( 189,24¢
Operating expenses 5,59¢ 5,62¢ 1,867
Income before income taxes 343,29¢ 320,99: 188,95¢
Income tax expense (34,019 (16,659 (20,530)
Net income 309,28: 304,34: 178,42¢
Net income attributable to noncontrolling interest 1,671 1,66¢ 431
Net income attributable to Nelnet, Inc. 3$ 307,61 302,67 177,99°
Statements of Comprehensive Income
(Parent Company Only)
Years ended December 31, 2014, 2013, and 2012
2014 2013 2012

Net income $ 309,28: 304,34: 178,42¢

Other comprehensive income:

Available-for-sale securities:
Unrealized holding gains arising during period, net 9,00¢ 9,13¢ 10,23(
Less reclassification adjustment for gains recogphin net income, net of losses (8,50¢) (5,939 (5,799
Income tax effect (1849 (2,190 (1,619
Total other comprehensive income 31¢€ 2,00¢ 2,81:
Comprehensive income 309,59 306,34 181,24:
Comprehensive income attributable to noncontroliirigrest 1,671 1,66¢ 431
Comprehensive income attributable to Nelnet, Inc. $ 307,92t 304,67t 180,81(
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NELNET, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements — (ocaat)
(Dollars in thousands, except share amounts, uotbgswise noted)

Statements of Cash Flows

(Parent Company Only)
Years ended December 31, 2014, 2013, and 2012
2014 2013 2012
Net income attributable to Nelnet, Inc. $ 307,61( 302,67: 177,99
Net income attributable to noncontrolling interest 1,671 1,66¢ 431
Net income 309,28: 304,34: 178,42¢
Adjustments to reconcile net income to net casbdusy) provided by operating
activities:
Depreciation and amortization 303 284 24¢
Derivative market value adjustment (36,979 (57,525 30,04
Proceeds (payments) to terminate and/or amendadiévinstruments, net 1,76 (6,46¢) (6,00%)
Payment for interest rate swap option (9,08%) — —
Equity in earnings of subsidiaries (316,939 (275,989 (224,01)
Gain from sale of available-for-sale securitieg, ne (8,50¢6) (5,93¢) (5,79%)
Gain from debt repurchases (6,685) (11,905 (4,487)
Other non-cash items 5,39¢ 3,83t 3,56¢
Decrease in other assets 4,057 209,89¢ 168,65t
Increase (decrease) in other liabilities 12,51 16,20¢ (38,97)
Net cash (used by) provided by operating activities (44,87°) 176,73! 101,67:
Cash flows from investing activities
Decrease (increase) in restricted cash 3,63¢ 59,49t (29,087)
Purchases of available-for-sale securities (192,314 (217,414 (186,72
Proceeds from sales of available-for-sale secaritie 240,37: 116,33 162,53:
Capital contributions to/from subsidiaries, net (25,017 — —
Sales (purchases) of subsidiary debt, net 111,03¢ (66,277) (6,589
Purchases of other investments, net (14,769 (11,759 —
Net cash provided by (used in) investing activities 122,94 (119,61 (59,86()
Cash flows from financing activities:
Payments on notes payable (63,089 (147,080 (109,749
Proceeds from issuance of notes payable 27,57 135,00( 153,38(
Payments of debt issuance costs (512) (6449 (2,117
Dividends paid (18,54 (18,569 (66,23)
Repurchases of common stock (15,713 (13,13¢) (22,767)
Proceeds from issuance of common stock 65€ 561 48C
Payments received on employee stock notes receivabl — — 1,14C
Issuance of noncontrolling interest 201 5 5
Distribution to noncontrolling interest (2,970 (1,35)) (437)
Net cash used in financing activities (71,38)) (45,214 (45,284
Net increase (decrease) in cash and cash equisalent 6,68( 11,90¢ (3,479
Cash and cash equivalents, beginning of period 24,03 12,12« 15,59¢
Cash and cash equivalents, end of period $ 30,71: 24,03: 12,12:
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RESOLUTION 15 -

BE IT RESOLVED BY THE MAYOR AND CITY COUNCIL OF THE CITY OF
SCOTTSBLUFF, NEBRASKA:

a. On January 19, 2010, the City of Scottsbluff granted a franchise (the
“Franchise”), pursuant to Article 5 or Chapter 11 of the Municipal Code (the “Code”), for a
Cable System to Allo Twin Cities, LLC (the “Franchisee”). Capitalized terms not otherwise
defined in this Resolution shall have the same meaning as provided for in the Franchise
Agreement.

b. The Franchisee is a wholly owned subsidiary of Allo Communications, LLC
(“Allo”). Allo has entered into an agreement with Nelnet, Inc. (“Nelnet”) which will provide for
Nelnet acquiring 92.5% of the ownership interests of Allo (the “Transaction”). The remaining
ownership interests will be held by the current management and owners of Allo.

C. The result of the acquisition by Nelnet will mean an indirect change in control of
the Franchisee and the Franchisee has requested the City’s consent pursuant to Section 38 of the
Cable Ordinance.

d. The Franchisee has submitted information concerning the acquisition by Nelnet,
to include financial information for Nelnet, which information has been reviewed by the City.

Resolved by the Mayor and City Council of the City that:

1. Pursuant to Section 11-5-38 of the Code, the Council has considered the information
submitted to it by Allo and Nelnet, along with the following:

a. the qualifications of Nelnet, to include the financial ability and stability of Nelnet.
b. the experience of Nelnet and Allo.
C. the legal integrity of the Franchisee, Allo and Nelnet, and the connection between

the Franchisee, Allo and Nelnet.

d. the economic viability of the Cable System in the future.
2. Based on the consideration of the above factors, the City consents to the Transaction.
2. The Franchisee shall continue to be bound by all of the obligations and liabilities of the

Franchise and the Cable Ordinance.

3. This Resolution shall be considered effective as of this date.
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Passed and approved on December 21, 2015.

Mayor

ATTEST:

Cindy Dickinson, City Clerk
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