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GLOSSARY
Listed below are definitions of key terms that are used throughout this document.

Consolidation Loans—Under the Federal Family Education Loan Program (“FFELP”), borrowers with
eligible student loans may consolidate them into one note with one lender and convert the variable
interest rates on the loans being consolidated into a fixed rate for the life of the loan. The new note is
considered a Consolidation Loan. Typically a borrower can consolidate their student loans only once
unless the borrower has another eligible loan with which to consolidate with the existing Consolidation
Loan. The borrower rate on a Consolidation Loan is fixed for the term of the loan and is set by the
weighted-average interest rate of the loans being consolidated, rounded up to the nearest 1/8" of a
percent, not to exceed 8.25 percent.

Consolidation Loan Rebate Fee—All holders of Consolidation Loans are required to pay to the U.S.
Department of Education (“DOE”) an annual 105 basis point Consolidation Loan Rebate Fee on all
outstanding principal and accrued interest balances of Consolidation Loans purchased or originated
after October 1, 1993, except for loans for which consolidation applications were received between
October 1, 1998 and January 31, 1999, when the Consolidation Loan Rebate Fee was 62 basis points.

Embedded Floor Income—Embedded Floor Income is Floor Income that is earned on off-balance sheet
student loans that are owned by the securitization trusts that we sponsor. At the time of the
securitization, the present value of Embedded Fixed Rate Floor Income is included in the initial
calculation of the Residual Interest and the gain or loss on sale of the student loans. Embedded Floor
Income is also included in the quarterly fair value adjustments of the Residual Interest.

Fixed Rate Floor Income—We refer to Floor Income associated with student loans whose borrower
rate is fixed to term (primarily Consolidation Loans) as Fixed Rate Floor Income.

Floor Income—Our portfolio of FFELP student loans generally earns interest at the higher of a
floating rate based on the Special Allowance Payment (“SAP”) formula set by the DOE and the
borrower rate, which is fixed over a period of time. We generally finance our student loan portfolio
with floating rate debt over all interest rate levels. In low interest rate environments, when our student
loans are earning at the fixed borrower rate and the interest on our floating rate debt is continuing to
decline, we earn additional spread income and refer to it as Floor Income. Depending on the type of
the student loan and when it was originated, the borrower rate is either fixed to term or is reset to a
market rate each July 1. As a result, for loans where the borrower rate is fixed to term, we may earn
Floor Income for an extended period of time, and for those loans where the borrower interest rate is
reset annually on July 1, we may earn Floor Income to the next reset date.

Floor Income Contracts—We enter into contracts with counterparties under which, in exchange for an
upfront fee representing the present value of the Floor Income that we expect to earn on a notional
amount of student loans being hedged, we will pay the counterparties the Floor Income earned on that
notional amount of student loans over the life of the Floor Income Contract. Specifically, we agree to
pay the counterparty the difference between the fixed borrower rate less the SAP spread and the
average of the applicable interest rate index on that notional amount of student loans for a portion of
the estimated life of the student loan. This contract effectively locks in the amount of Floor Income we
will earn over the period of the contract. Floor Income Contracts are not considered effective hedges
under Statement of Financial Accounting Standards (“SFAS”) No. 133, “Accounting for Derivative
Instruments and Hedging Activities,” and we must periodically record the change in fair value of these
contracts through income.

GSE—The Student Loan Marketing Association is a federally chartered government sponsored
enterprise (“GSE”) and wholly owned subsidiary of SLM Corporation. Under the Student Loan
Marketing Association Reorganization Act of 1996, the GSE must dissolve by September 30, 2008.



Management expects to effect the dissolution by September 30, 2006 (the “Wind-Down Period” or
“Wind-Down” is the period during which we effect the dissolution).

Managed Basis—We generally analyze the performance of our student loan portfolio on a Managed
Basis, under which we view both on-balance sheet student loans and off-balance sheet student loans
owned by the securitization trusts as a single portfolio and the related on-balance sheet financings are
combined with off-balance sheet debt. When the term Managed is capitalized in this document, it is
referring to Managed Basis.

Offset Fee—We are required to pay to the DOE an annual 30 basis point Offset Fee on the
outstanding balance of Stafford and PLUS student loans purchased and held by the GSE after
August 10, 1993. The fee does not apply to student loans sold to securitized trusts or to loans held
outside of the GSE.

Preferred Channel Originations—Preferred Channel Originations are student loans that are originated
or serviced on our proprietary platforms or through an affiliated brand, and are committed to us such
that we either own them from inception or we acquire them soon after origination.

Preferred Lender List—To streamline the student loan process, most higher education institutions
select a small number of lenders to recommend to their students and parents. This recommended list is
referred to as the Preferred Lender List.

Residual Interest—When we securitize student loans, we retain the right to receive cash flows from the
student loans sold in excess of amounts needed to pay servicing and other fees and the principal and
interest on the bonds backed by the student loans. The Residual Interest is the present value of the
future expected cash flows, which includes the present value of Embedded Fixed Rate Floor Income
described above. We value the Residual Interest at the time of sale and each subsequent quarter.

Retained Interest—In our securitizations the Retained Interest includes the Residual Interest plus
reserve and other cash accounts that serve as credit enhancements to asset-backed securities issued in
our securitizations.

Risk Sharing—When a FFELP loan defaults, the federal government guarantees 98 percent of the
principal balance plus accrued interest and the holder of the loan must absorb the two percent not
guaranteed as a Risk Sharing loss on the loan. All FFELP student loans acquired after October 1, 1993
are subject to Risk Sharing on loan default claim payments unless the default results from death,
disability or bankruptcy.

Special Allowance Payment (“SAP”)—FFELP student loans generally earn interest at the greater of the
borrower rate or a floating rate determined by reference to the average of the applicable floating rates
(91-day Treasury bill rate or commercial paper) in a calendar quarter, plus a fixed spread (“the SAP
Spread”) that is dependent upon when the loan was originated and the loan’s repayment status. If the
resulting floating rate exceeds the borrower rate, the DOE pays the difference directly to us. This
payment is referred to as the Special Allowance Payment or SAP and the formula used to determine
the floating rate is the SAP formula. We refer to the fixed spread to the underlying index as the Special
Allowance margin.

Variable Rate Floor Income—For student loans whose borrower interest rate resets annually on July 1,
we may earn Floor Income or Embedded Floor Income based on a calculation of the difference
between the borrower rate and the then current interest rate. We refer to this as Variable Rate Floor
Income because we may only earn Floor Income through the next reset date.
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PART 1. FINANCIAL INFORMATION
Item 1. Financial Statements

SLM CORPORATION
CONSOLIDATED BALANCE SHEETS

(Dollars and shares in thousands, except per share amounts)

Assets
Federally insured student loans (net of allowance for losses of $38,626 and
$36,325, respectively)
Federally insured student loans in trust (net of allowance for losses of
$10,912)
Private credit student loans (net of allowance for losses of $185,378 and
$194,359, respectively)
Academic facilities financings and other loans . . .. ..................
Investments
Trading . . .. ..o
Available-for-sale . . ... ... .
Held-to-maturity
Other

Total INVEStMENTS . . . . . oot e e e
Cash and cash equivalents .. ........ .. ... ... ... ... . .. .......
Retained Interest in securitized receivables . ... ........ ... ........
Goodwill and acquired intangible assets, net .. .....................
Other assets

Total @SSELS . . v v vt e e
Liabilities
Short-term bOrroOwings . . . . . . ... e

Long-term notes . . ... ... i e
Other liabilities . . . . ... oo

Total Habilities. . . . . . oot
Commitments and contingencies (Note 8)

Stockholders’ equity

Preferred stock, Series A, par value $.20 per share, 20,000 shares
authorized: 3,300 and 3,300 shares issued, respectively, at stated value of
$50 Per Share . . . o oot

Common stock, par value $.20 per share, 1,125,000 shares authorized:
471,278 and 624,552 shares issued, respectively ...................

Additional paid-in capital . . . ...... ...

Accumulated other comprehensive income (net of tax of $306,051 and
$319,178, respectively)

Retained earnings . .. .. ... ... i e

Stockholders’ equity before treasury stock . .. ............ .. ... ......
Common stock held in treasury at cost: 20,643 and 166,812 shares,
TESPECLIVELY . . . oo

Total stockholders’ equity . . .. ... .ottt

Total liabilities and stockholders’ equity

September 30,

December 31,

2003 2002
(Unaudited)

$30,976,881 $37,172,120
9,677,258 —
5,029,310 5,167,555
1,093,900 1,202,045
170 175
4,799,284 3,537,117
17,509 18,651
654,288 675,558
5,471,251 4,231,501
1,912,709 758,302
2,749,130 2,145,523
581,208 586,127
2444911 1,911,832
$59,936,558  $53,175,005
$22,995,312  $25,618,955
31,259,011 22,242,115
3,038,251 3,315,985
57,292,574 51,177,055
165,000 165,000
94,256 124,910
1,442,919 1,102,574
568,381 592,760
755,687 2,718,226
3,026,243 4,703,470
382,259 2,705,520
2,643,984 1,997,950
$59,936,558 $53,175,005

See accompanying notes to consolidated financial statements.



SLM CORPORATION
CONSOLIDATED STATEMENTS OF INCOME
(Dollars and shares in thousands, except per share amounts)

Three months ended
September 30,

Nine months ended
September 30,

2003 2002

2003

2002

(Unaudited) (Unaudited) (Unaudited) (Unaudited)

Interest income:

Federally insured student loans . . .. ...................... $341,438 $ 410,243  $1,052,584  $1,326,752

Private credit student loans . . . ... ..... ... ... ... . ... ... 83,500 94,213 260,193 246,344

Academic facilities financings and other loans . . . . ... .......... 19,050 21,643 58,546 70,061

Investments . . . . .. .. .. e 39,204 28,829 109,499 108,704
Total interest income . . . . . . . . ... 483,192 554,928 1,480,822 1,751,861
Interest expense:

Short-termdebt . . . ... ... ... 99,190 145,045 294,872 480,059

Long-termdebt . .. ... ... ... .. ... .. 133,788 155,570 428,922 448,186
Total iNterest EXPeNnSe . . . . . v v v v vt e e 232,978 300,615 723,794 928,245
Net interest iNCOME . . . . . . . . vttt e e e e e e e e e e e e 250,214 254,313 757,028 823,616
Less: provision for losses. . . ... ... .. . .. o oL 41,695 34,771 120,689 82,558
Net interest income after provision for losses . . . .. .............. 208,519 219,542 636,339 741,058
Other income:

Gains on student loan securitizations . ... .................. 39,454 17,819 659,477 75,838

Servicing and securitization revenue . . ... ........ ... ... .. 74,812 121,185 349,348 495,923

Losses on sales of securities, net . . . ...................... (6,457) (62,854) (114,677) (188,463)

Derivative market value adjustment . . .. ................... 250,342 (365,917) 335,162 (254,519)

Guarantor servicing fees . . ... .. ... L o o 40,323 27,679 100,776 78,118

Debt management fees . .. ... ..... ... ... .. 78,275 47,642 189,772 137,017

Other . . . .. e e 53,368 63,494 168,922 168,527
Total other income (l0SS) . . .. ... .. ... .. 530,117 (150,952) 1,688,780 512,441
Operating expenses:

Salaries and benefits . . . . ... ... ... ... 110,103 96,328 316,644 280,048

Other . . . .. e 74,102 77,981 236,793 229,004
Total operating Xpenses . . . . . . .. vv vt 184,205 174,309 553,437 509,052
Income (loss) before income taxes (benefit) and cumulative effect of

accounting change . . ........ ... ... ... 554,431 (105,719) 1,771,682 744,447
Income taxes (benefit) . .. ... ..... ... ... . ... . 204,514 (43,340) 632,522 258,481
Income (loss) before cumulative effect of accounting change . ... ... .. 349,917 (62,379) 1,139,160 485,966
Cumulative effect of accounting change . ..................... 129,971 — 129,971 —
Net income (10SS) . . . . . . . . . i e 479,888 (62,379) 1,269,131 485,966
Preferred stock dividends . . . ... .. ... ... .. ... .. .. ... 2,875 2,875 8,625 8,625
Net income (loss) attributable to common stock . . ... ............ $477,013 $ (65,254) $1,260,506 $ 477,341
Basic earnings (loss) per common share:

Before cumulative effect of accounting change . ............... $ 77 $ (14 § 250 % 1.03

Cumulative effect of accounting change . . . .................. .29 — .28 —
Basic earnings (loss) per common share, after cumulative effect of

accounting Change . .. .. .. ... .. ...ttt $ 1.06 $ ((14) $ 278 $ 1.03
Average common shares outstanding . . . . ........... .. .. .. ... 450,725 461,159 453,139 463,630
Diluted earnings (loss) per common share:

Before cumulative effect of accounting change . ............... $ .76 $ (14) $ 243 $ 1.00

Cumulative effect of accounting change . . .. ... .............. .28 — 28 —
Diluted earnings per common share, after cumulative effect of

accounting change . .. ...... ... ... .. e $ 1.04 $ (14 $ 271 $ 1.00
Average common and common equivalent shares outstanding . .. ... .. 460,647 461,159 465,125 475,631
Dividends per common Share . . . . ..ottt et $ 17 $ 07 $ 42 8 21

See accompanying notes to consolidated financial statements.



SLM CORPORATION
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY
(Dollars in thousands, except share and per share amounts)

Balance at June 30,2002 . .............
Comprehensive income:
Net income (loss) . . ...............
Other comprehensive income, net of tax:
Change in unrealized gains (losses) on
investments, netof tax. . . .. .......
Change in unrealized gains (losses) on
derivatives, netof tax . .. .........

Comprehensive income . .. ............
Cash dividends:

Common stock ($.07 per share) . . .. ... ..

Preferred stock ($.87 per share) . . . ... ...
Issuance of common shares . . ... ........
Tax benefit related to employee stock option

and purchase plans . . ..............
Premiums on equity forward purchase contracts
Repurchase of common shares:

Open market repurchases . ...........

Equity forward repurchases . ..........

Benefitplans . ... ......... ... . ...

Balance at September 30,2002 . . . .. ... ...

Balance at June 30,2003 . .............
Comprehensive income:
Netincome . ....................
Other comprehensive income, net of tax:
Change in unrealized gains (losses) on
investments, net of tax. . . ... ... ...
Change in unrealized gains (losses) on
derivatives, netof tax . .. .........

Comprehensive income . ... ...........
Cash dividends:

Common stock ($.17 per share) . . . ... ...

Preferred stock ($.87 per share) . . . ... ...
Issuance of common shares . . . ... .......
Retirement of common stock held in treasury . .
Tax benefit related to employee stock option

and purchase plans . . . .............
Cumulative effect of accounting change ... ..
Repurchase of common shares:

Open market repurchases . ...........

Equity forward repurchases . ..........

Benefitplans . ... ................

Balance at September 30,2003 . . . . . ... ...

(Unaudited)
Accumulated
Preferred Additional Other Total
Stock Common Stock Shares Preferred Common Paid-In  Comprehensive Retained Treasury Stockholders’
Shares Issued Treasury  Outstanding  Stock Stock Capital Income (Loss) Earnings Stock Equity
3,300,000 616,546,227 (152,543,835) 464,002,392 $165,000 $123,309 $ 892,106 $505,635 $2,548,861 $(2,310,216) $1,924,695
(62,379) (62,379)
140,016 140,016
(38,813) (38,813)
38,824
(30,750) (30,750)
(2,875) (2,875)
2,578,302 151,488 2,729,790 516 43,937 4,628 49,081
12,294 12,294
(7,162) (7,162)
(75,000) (75,000) (2,274) (2,274)
(5,550,000) (5,550,000) (142,738)  (142,738)
(490,272)  (490,272) (14,729) (14,729)
3,300,000 619,124,529 (158,507,619) 460,616,910 $165,000 $123,825 $ 941,175 $606,838 $2,452,857 $(2,465,329) $1,824,366
3,300,000 638,983,455 (188,490,732) 450,492,723 $165,000 $127,797 $1,359,082 $689,220 $3,386,218 $(3,361,145) $2,366,172
479,888 479,888
(125,908) (125,908)
5,069 5,069
359,049
(75,424) (75,424)
(2,875) (2,875)
2,294,909 4,280 2,299,198 459 58,317 170 58,946
(170,000,000) 170,000,000 — (34,000) (3,032,120) 3,066,120 —
13,062 13,062
12,458 12,458
(477,200)  (477,200) (18,672) (18,672)
(1,022,300) (1,022,300) (41,507) (41,507)
(656,840)  (656,840) (27,225) (27,225)
3,300,000 471,278,364 (20,642,783) 450,635,581 $165,000 $ 94,256 $1,442,919 $568,381 $ 755,687 $ (382,259) $2,643,984

See accompanying notes to consolidated financial statements.



SLM CORPORATION
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY
(Dollars in thousands, except share and per share amounts)

(Unaudited)
Accumulated
Preferred Additional Other Total
Stock Common Stock Shares Preferred Common Paid-In Comprehensive Retained Treasury Stockholders’
Shares Issued Treasury Outstanding  Stock Stock Capital Income (Loss) Earnings Stock Equity
Balance at December 31,2001 . . . . . ... .......... 3,300,000 608,209,158 (141,722,514) 466,486,644 $165,000 $121,642 $ 724,709 $670,199 $2,068,490 $(2,077,578) $1,672,462
Comprehensive income:
Netincome . ... ... ... ... ... 485,966 485,966
Other comprehensive income, net of tax:
Change in unrealized gains (losses) on investments, net
of tax . ... ... (24,675) (24,675)
Change in unrealized gains (losses) on derivatives, net
of tax . ... ... (38,686) (38,686)
Comprehensive income . . . . .. ... ... ... 422,605
Cash dividends:
Common stock ($.14 per share) . . . ... .......... (92,974) (92,974)
Preferred stock ($1.74 per share) . . . ... ... ... ... (8,625) (8,625)
Issuance of common shares . ... ............... 10,915,371 842,028 11,757,399 2,183 191,454 23,982 217,619
Tax benefit related to employee stock option and purchase
plans . .. ... 50,858 50,858
Premiums on equity forward purchase contracts . . . . . . .. (25,846) (25,846)
Repurchase of common shares:
Open market repurchases . . . ................ (75,000) (75,000) (2,274) (2,274)
Equity forward repurchases . . .. .............. (14,700,000) (14,700,000) (321,766)  (321,766)
Benefit plans . ... ... ... ... . L o L. (2,852,133) (2,852,133) (87,693) (87,693)
Balance at September 30,2002 . ... ............. 3,300,000 619,124,529 (158,507,619) 460,616,910 $165,000 $123,825 $§ 941,175 $606,838 $2,452,857 $(2,465,329) $1,824,366
Balance at December 31,2002 . . . . . ... .......... 3,300,000 624,551,508 (166,812,720) 457,738,788 $165,000 $124910 $1,102,574  $592,760  $2,718,226 $(2,705,520) $1,997,950
Comprehensive income:
Netincome . .......................... 1,269,131 1,269,131
Other comprehensive income, net of tax:
Change in unrealized gains (losses) on investments, net
of tax . ... .. L (28,351) (28,351)
Change in unrealized gains (losses) on derivatives, net
of tax . ... ... 4,900 4,900
Minimum pension liability adjustment . . . . . ... ... (928) (928)
Comprehensive income . . . .. ... ... ... ... ... .. 1,244,752
Cash dividends:
Common stock ($.25 per share) . . . ............. (190,925) (190,925)
Preferred stock ($1.74 per share) . . .. .. ......... (8,625) (8,625)
Issuance of common shares . ... ............... 10,899,200 85,693 10,984,893 2,181 255,401 3,061 260,643
Issuance of common shares due to exercise of stock warrants 5,827,656 5,827,656 1,165 39,034 40,199
Retirement of common stock in treasury . . . ... ... ... (170,000,000) 170,000,000 — (34,000) (3,032,120) 3,066,120 —
Tax benefit related to employee stock option and purchase
plans . . ... 50,813 50,813
Premiums on equity forward purchase contracts . . . . . . .. (17,361) (17,361)
Cumulative effect of accounting change . .. ... ...... 12,458 12,458
Repurchase of common shares:
Open market repurchases . . .. ... ............ (5,474,590)  (5,474,590) (205,495)  (205,495)
Equity forward repurchases . . ... ............. (16,082,300) (16,082,300) (450,639)  (450,639)
Benefitplans . .. ....... . ... ... . ... .. (2,358,866) (2,358,866) (89,786) (89,786)
Balance at September 30,2003 . . ... ............ 3,300,000 471,278,364 (20,642,783) 450,635,581 $165,000 $ 94,256 $1,442,919 $568,381 $ 755,687 $ (382,259) $2,643,984

See accompanying notes to consolidated financial statements.



CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating activities

Netincome . . .............

SLM CORPORATION

(Dollars in thousands)

Adjustments to reconcile net income to net cash provided by operating activities:
Cumulative effect of accounting change . . . . ....... ... ... ... ... . ... . . . ...
Gains on student loan securitizations . ... ....... . ... ... L

Losses on sales of securities, net

Derivative market value adjustment . . . ... ... ... ... e

Provision for losses . . . ... ...

Decrease (increase) in accrued interest receivable . . . ....... ... . .o Lo oL
Increase (decrease) in accrued interest payable . . ... ...... .. ... ... . L ...
Decrease in Retained Interest in securitized receivables, net. . . . ... ... ... .........
Decrease (increase) in other assets, goodwill and acquired intangible assets . . .. ........

(Decrease) in other liabilities . .

Total adjustments . . .........

Net cash provided by operating activities . . . ... .... ... ... ... ...

Investing activities

Student loans acquired . . . . .. ..

Loans acquired from securitized trusts through loan consolidations . . . . . ..............

Reduction of student loans:

Installment payments . ... ...
Claims and resales . . .......

Proceeds from securitization of student loans . . .. ......... ... ... ... ... ... ..

Proceeds from sales of student loans. . . ... ... ... ... e
Academic facilities financings and other loans made . . .. ... ...... ... ... ... .....
Academic facilities financings and other loans repayments . . ......................
Purchases of available-for-sale securities . . .. ........ ... ... ... .. o oL
Proceeds from sales and maturities of available-for-sale securities . . . ... ... ...........
Purchases of held-to-maturity and other securities. . . . ... ....... .. .. ... .. ... ...
Proceeds from maturities of held-to-maturity securities and sales and maturities of other

securities . .. ... ... ... ...

Purchase of subsidiaries, net of cash acquired . ........... ... . ... ... . . ... ...

Net cash used in investing activities

Financing activities

Short-term borrowings issued . . . .
Short-term borrowings repaid . . .
Long-term notes issued . ... ...
Long-term notes repaid . ... ...

Long-term notes issued by Variable Interest Entity . . . . ... ... ....... ... ........

Common stock issued . .......

Premiums on equity forward contracts . . . . .. .. ...

Common stock repurchased . . . . .
Common dividends paid . . . . . ..
Preferred dividends paid . . . . . ..

Net cash provided by financing activities . . . . . ... ... ... .. ... . .

Net increase (decrease) in cash and cash equivalents . . . ... ........ ... ... .......
Cash and cash equivalents at beginning of period . . . . ....... ... ... . ... ... ... ..

Cash and cash equivalents at end of period . ... ... ..... ... .. ... ... . ... . ...,

Cash disbursements made for:

Interest . .. .............

Income taxes . ...........

See accompanying notes to

Nine months ended

September 30,

2003 2002
(Unaudited) (Unaudited)
$ 1,269,131 $ 485,966

(129,971) —

(659,477) (75,838)

114,677 188,463

(335,162) 254,519

120,689 82,558

21,078 (105,227)
25,221 (10,096)
241,667 115,829
15,500 (43,655)

(273,595) (650,122)

(859,373) (243,569)

409,758 242,397
(14,684,275) (12,482,383)

(4,489,637) (2,602,479)

2,913,412 3,113,159

498,061 499,637

12,248,554 7,967,914

— 54,754

(306,517) (456,639)

481,431 1,128,039
(185,401,088) (29,906,923)
184,118,057 29,903,043

(241,373) (281,541)

238,777 335,574

(43,507) (46,392)

(4,668,105) (2,774,237)
564,157,806 502,008,756
(568,838,673)  (499,811,442)

17,126,671 16,689,747
(16,123,885) (16,265,852)

9,702,773 —

351,655 268,477

(17,361) (25,846)

(746,682) (411,733)

(190,925) (92,974)

(8,625) (8,625)

5,412,754 2,350,508

1,154,407 (181,332)

758,302 715,001
$ 1,912,709 $ 533,669
$ 1,014287 $ 1,253,775
$ 528,486 $ 511,224

consolidated financial statements.



SLM CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Information at September 30, 2003 and for the three and nine months ended
September 30, 2003 and 2002 is unaudited)

(Dollars and shares in thousands, except per share amounts, unless otherwise stated)

1. Significant Accounting Policies
Basis of Presentation

The accompanying unaudited consolidated financial statements of SLM Corporation (the
“Company”) have been prepared in accordance with generally accepted accounting principles in the
United States of America (“GAAP”) for interim financial information. Accordingly, they do not include
all of the information and footnotes required by GAAP for complete consolidated financial statements.
In the opinion of management, all adjustments considered necessary for a fair statement of the results
for the interim periods have been included. The preparation of financial statements in conformity with
GAAP requires management to make estimates and assumptions that affect the amounts reported in
the consolidated financial statements and accompanying notes. Actual results could differ from those
estimates. Operating results for the three and nine months ended September 30, 2003 are not
necessarily indicative of the results for the year ending December 31, 2003. These unaudited financial
statements should be read in conjunction with the audited financial statements and related notes
included in the Company’s 2002 Annual Report on Form 10-K.

2. New Accounting Pronouncements
Accounting for Guarantees

In November 2002, the Financial Accounting Standards Board (the “FASB”) issued FASB
Interpretation (“FIN”) No. 45, “Guarantor’s Accounting and Disclosure Requirements for Guarantees,
Including Indirect Guarantees of Indebtedness of Others.” FIN No. 45 identifies characteristics of
certain guarantee contracts and requires that a liability be recognized at fair value at the inception of
such guarantees for the obligations undertaken by the guarantor. Additional disclosures also are
prescribed for certain guarantee contracts. The initial recognition and measurement provisions of FIN
No. 45 were effective for these guarantees issued or modified after December 31, 2002. The
implementation of FIN No. 45 did not have a material impact on the Company’s consolidated financial
statements.

Consolidation of Variable Interest Entities

In January 2003, the FASB issued FIN No. 46, “Consolidation of Variable Interest Entities.” FIN
No. 46 clarifies the application of Accounting Research Bulletin No. 51, “Consolidated Financial
Statements,” and provides new accounting guidance on when to consolidate a Variable Interest Entity
(“VIE”). VIEs are required to be consolidated by their primary beneficiaries if they do not effectively
disperse risks among parties involved. A VIE exists when either the total equity investment at risk is
not sufficient to permit the entity to finance its activities by itself, or the equity investors lack one of
three characteristics associated with owning a controlling financial interest. Those characteristics are the
direct or indirect ability to make decisions about an entity’s activities through voting rights or similar
rights, the obligation to absorb the expected losses of an entity if they occur, and the right to receive
the expected residual returns of the entity if they occur. FIN No. 46 also requires new disclosures about
VIEs.
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SLM CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Information at September 30, 2003 and for the three and nine months ended
September 30, 2003 and 2002 is unaudited)

(Dollars and shares in thousands, except per share amounts, unless otherwise stated)

2. New Accounting Pronouncements (Continued)

On February 1, 2003, the Company adopted FIN No. 46 for VIEs created in which the Company
obtains an interest after January 31, 2003. Upon adoption of FIN No. 46, the Company reviewed all of
its off-balance sheet asset-backed securitizations to determine if they should be consolidated on-balance
sheet. Based on this review, all existing off-balance sheet securitizations still met the definition of
Qualifying Special Purpose Entities (“QSPEs”) as defined in Statement of Financial Accounting
Standards (“SFAS”) No. 140, “Accounting for Transfers and Servicing of Financial Assets and
Extinguishment of Liabilities—a Replacement of SFAS No. 125,” and will continue to not be
consolidated. In addition, the Company’s accounting treatment for its on-balance sheet Consolidation
Loan securitizations are not affected by FIN No. 46 as the Company previously concluded that such
transactions should be consolidated. Based on this review the Company has determined that FIN
No. 46 does not have a material effect on its consolidated financial statements. FIN No. 46 was
originally effective for interim periods beginning after June 15, 2003, however in October 2003, the
FASB deferred this effective date until interim or annual periods ending after December 15, 2003.

Accounting for Stock-Based Compensation

In December 2002, the FASB issued SFAS No. 148, “Accounting for Stock-Based Compensation —
Transition and Disclosure.” SFAS No. 148 amends SFAS No. 123, “Accounting for Stock-Based
Compensation,” to provide alternative methods of transition for a voluntary change to the fair value
based method of accounting for stock-based employee compensation. In addition, SFAS No. 148
amends the disclosure requirements of SFAS No. 123 to require more prominent disclosures in both
annual and interim financial statements about the method of accounting for stock-based employee
compensation and the effect of the method used on reported results. The additional disclosure
requirements of SFAS No. 148 are effective for fiscal years ending after December 15, 2002. The
Company has elected to continue to follow the intrinsic value method of accounting as prescribed by
Accounting Principles Board (“APB”) Opinion No. 25, “Accounting for Stock Issued to Employees,” to
account for employee stock options. Under APB No. 25, the Company does not recognize
compensation expense unless the exercise price of its employee stock options is less than the market
price of the underlying stock on the date of grant. The Company grants all of its options at the fair
market value of the underlying stock on the date of grant. Consequently, the Company has not
recorded such expense in the periods presented. In Note 6, there is a presentation of net income (loss)
and earnings (loss) per share as if the Company accounted for its employee stock options and
employee stock plans under the fair value based method prescribed by SFAS No. 123.

Equity Forward Contracts

In May 2003, the FASB issued SFAS No. 150, “Accounting for Certain Financial Instruments with
Characteristics of both Liabilities and Equity.” SFAS No. 150 establishes standards for how a company
classifies and measures certain financial instruments with characteristics of both liabilities and equity.
SFAS No. 150 also outlines new accounting for equity forward contracts. Under SFAS No. 150, equity
forward contracts that allow a net settlement option either in cash or the Company’s stock are required
to be accounted for in accordance with SFAS No. 133, “Accounting for Derivative Instruments and
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SLM CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Information at September 30, 2003 and for the three and nine months ended
September 30, 2003 and 2002 is unaudited)

(Dollars and shares in thousands, except per share amounts, unless otherwise stated)

2. New Accounting Pronouncements (Continued)

Hedging Activities,” as derivative financial instruments. Those equity forward contracts that require
physical settlement only (cash for the purchase of shares) must be accounted for as a liability. The
Company’s existing contracts provide for physical settlement, net share or net cash settlement options.
As a result, for equity forward contracts entered into after May 31, 2003, the Company accounts for
these equity forward contracts as derivatives effective June 1, 2003 and records the change in fair value
through earnings. Equity forward contracts entered into prior to June 1, 2003 and outstanding at July 1,
2003, were recorded at fair value on July 1, and the Company recorded a gain of $130 million which
was reflected as a “cumulative effect of accounting change” in the consolidated statements of income
for the three and nine months ended September 30, 2003. Included in this amount was a loss of

$12 million previously recorded as an adjustment to equity related to interest costs associated with
outstanding equity forwards. In the third quarter of 2003, the Company recognized a $10 million loss
related to the mark-to-market of its equity forward contracts. In addition, the Company recorded a

$5 million loss related to net cost of carry of the equity forward contracts. In the third quarter, the
Company settled equity forward contracts by repurchasing its common stock for $43 million. The
repurchased shares were recorded as treasury stock at the market value at the time of settlement of
$42 million. The $1 million realized loss on these settlements that was previously recognized through
equity forward marks-to-market was reversed in the derivative market valuation account. Gains and
losses on equity forward contracts are excluded from gross income for federal and state income tax
purposes.

3. Allowance for Student Loan Losses

The provision for student loan losses represents the periodic expense of maintaining an allowance
sufficient to absorb probable losses, net of recoveries, inherent in the portfolio of student loans. The
Company evaluates the adequacy of the provision for losses on its federally insured portfolio of student
loans separately from its private credit student loan portfolio.

The federal government guarantees 98 percent of principal and interest of federally insured
student loans, which limits the Company’s loss exposure to two percent of the outstanding balance of
the Company’s federally insured portfolio. The Company has established an allowance for this exposure
of $50 million.

The Company’s private credit student loan portfolio has not matured sufficiently to rely on
experience factors to predict loan loss patterns. Therefore, the Company relies on a combination of its
own historic data, such as recent trends in delinquencies, the credit profile of the borrower and/or
co-borrower, loan volume by program, and charge-offs and recoveries. The Company uses this data in
internally developed statistical models to estimate the amount of probable net losses that are projected
to be incurred.

In calculating the private credit student loan loss allowance, the Company considers various factors
such as co-borrowers, repayment, months of repayments, delinquency status and type of program.
Defaults are estimated by cohort (loans grouped by the year in which they entered into repayment
status) based on the borrower’s credit profile, net of an estimate of collections by cohort for both new
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SLM CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Information at September 30, 2003 and for the three and nine months ended
September 30, 2003 and 2002 is unaudited)

(Dollars and shares in thousands, except per share amounts, unless otherwise stated)

3. Allowance for Student Loan Losses (Continued)

and previously defaulted loans. Private credit student loans are charged off against the allowance when
they are 212 days delinquent. This policy is periodically reconsidered by management as trends develop.
Private credit student loans accrue interest until charged off. Interest accrued in the current accounting
period is charged off against interest income. Interest accrued from prior periods is charged off against
the allowance. Recoveries on loans charged off are recorded directly to the allowance.

The following table summarizes changes in the allowance for loan losses for only private credit and
federally insured student loan portfolios for the three and nine months ended September 30, 2003 and
2002:

T