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8,000,000 Shares

Prospectus

nelnet
Class A Common Stock

Nelnet, Inc. is selling all of the shares of ClAssommon stock in this offering. This is the init@ublic offering of our Class A commc
stock. The estimated initial public offering prisebetween $18.00 and $20.00 per share.

Prior to this offering, there has been no publickatafor our Class A common stock. We have appielist shares of our Class A common
stock on the New York Stock Exchange under the syribNI.”

Each share of Class A common stock has one voteaatdshare of Class B common stock has ten yeddiewing this offering, Michael S.
Dunlap and Stephen F. Butterfield, our Co-Chiefdutive Officers, persons related to them and trimstghich they have beneficial interests
will beneficially own Class A and Class B commoact representing 88.4% of the combined voting posferur common stock, and will
control substantially all matters requiring appridwaour shareholders.

Investing in our Class A common stock involves risk See “Risk Factors” beginning on page 9.

Per share Total
Initial public offering price $ $
Underwriting discount $ $
Proceeds to Nelnet, before exper $ $

We have granted the underwriters an option forreogeof 30 days to purchase up to 1,200,000 adwitishares of our Class A common st
on the same terms and conditions set forth abogewer overallotments, if any.

Neither the Securities and Exchange Commission n@ny state securities commission has approved or digproved of these securities
or passed upon the adequacy or accuracy of this pgpectus. Any representation to the contrary is a éminal offense.

The underwriters expect to deliver the shares a6£A common stock to investors on December2003.

JPMorgan Banc of America Securities LLC

Credit Suisse First Bostor Morgan Stanley

December , 2003
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You should rely only on the information cantad in this prospectus. We have not authorize@daeyo provide you with information
different from that contained in this prospectus ®e offering to sell, and seeking offers to lmhgres of our Class A common stock only in
jurisdictions where offers and sales are permifiéek information contained in this prospectus isuaate only as of the date of tl
prospectus, regardless of the time of delivenhaf prospectus or of any sale of our Class A comatook.

No action is being taken in any jurisdiction ouésttie United States to permit a public offeringhaf Class A common stock or posses:
or distribution of this prospectus in that juristha. Persons who come into possession of thispgaiss in jurisdictions outside the United
States are required to inform themselves about@observe any restrictions as to this offering #eddistribution of this prospectus
applicable to those jurisdictions.

The product and service names and logosingbis prospectus are service marks/trademarksgistered service marks/trademarks of
Nelnet or its affiliates. Nelnet, Ntrust, Ngenibigeract, Nservice, Nelnet Notes and @theU are cemiarks of Nelnet, Inc. Other produc
services and company names mentioned in this praspare the service marks/trademarks of theireasg owners.




PROSPECTUS SUMMARY

In this prospectus, unless the context requiresruiise, “Nelnet,” “we,” “us” and “our” refer to Nelnet, Inc., a Nebraska corporation,
and its subsidiaries, and not to the underwritésletailed description of the Federal Family Edicatloan Program appears in Annex A to
this prospectus.

This summary highlights selected information cargdielsewhere in this prospectus. This summary mlmesontain all the information
you should consider before investing in sharesuof@ass A common stock. You should read thiseptiospectus carefully, includir‘Risk
Factor<” and our financial statements and the related sotgefore making an investment decision.

Nelnet, Inc.

We are a vertically integrated educationriteacompany, with over $11 billion in total assetsking us one of the leading education
finance companies in the country. We are focuseproniding quality products and services to paptieits in the education finance process.
Headquartered in Lincoln, Nebraska, we originatdq land service student loans, principally loangionated under the Federal Family
Education Loan Program, which we refer to as thelFFrogram or FFELP. The FFEL Program is a fedemagram which provides for dire
federal insurance of student loans made by priesgers as well as reinsurance of student loansagteeed by guaranty agencies. For 2002,
we were the fourth largest holder and second lasgsicer of FFELP loans. In addition, we, togetiviéh our branding partners, originated
and acquired approximately $3.2 billion of studeains in the nine months ended September 30, 2803$2.7 billion of student loans in
2002, making us a leading originator and acquifetwdent loans.

We offer a broad range of financial serviaed technology-based products, including studeat tirigination and lending, student loan
and guarantee servicing and a suite of softwargieak. Our products are designed to simplify tiuelent loan process by automating
financial aid delivery, loan processing and funtsbdrsement. Our infrastructure, technological etipe and breadth of product and service
offerings connect the key constituents of the sttittean process, including lenders, financial ditters, guaranty agencies, governmental
agencies, student and parent borrowers, servioertha capital markets, thereby streamlining thecation finance process.

Our business is comprised of four primarydoi@ and service offerings:

» Asset management, including student loan originat®and acquisitions — provides student loan sales, marketing, orighmat
acquisition and portfolio manageme

* Student loan servicing— provides student loan servicing for our portiadind for third parties.
» Guarantee servicing— provides software systems and sub-servicingimanty agencies.
* Servicing software — provides student loan servicing software intdyrend to third-party student loan holders and/sers.

Under generally accepted accounting prinsiplee have two reportable operating segments: asagigement and student loan servicing.
Our guarantee servicing and servicing softwarerioifis are not considered separate reportable dpgistgments and are combined in our
other segment. In the nine months ended Septenth@083, our asset management, student loan segacid other segments generated
50.8%, 40.1% and 9.1%, respectively, of our tatginsent revenues and 73.2%, 23.3% and 3.5%, resplgcidf our segment net income.

We originate and acquire student loans thnaugariety of methods, or channels, including:

« our direct channel, in which we originate studeatns in one of our brand names directly to studadtparent borrowers, which
accounted for 52.2% and 40.7% of the student leaneriginated and acquired in the nine months er®ktember 30, 2003 and in
2002, respectively




« our branding partner channel, in which we acquindent loans from lenders to whom we provide mamkeand origination services,
which accounted for 22.8% and 19.5% of the stultearts we originated and acquired in the nine moetited September 30, 2003 and
in 2002, respectively; ar

« our forward flow channel, in which we acquire stud®ans from lenders to whom we provide originats@rvices, but provide no
marketing services, or who have agreed to sellddamus under forward sale commitments, which agtalifor 15.3% and 21.7% of t
student loans we originated and acquired in the months ended September 30, 2003 and in 2002 atasgly.

In addition, we acquire student loans throsgbt purchases and whole-company acquisitiongshwdacounted for 9.7% and 18.1% of the
student loans we originated and acquired in the mnnths ended September 30, 2003 and in 200Zatbsgly.

Of the $3.2 billion and $2.7 billion in studdoans we originated and acquired in the ninetmended September 30, 2003 and in 2002,
respectively, $1.5 billion and $859 million, resfreely, were loans consolidated through our digwnnel. Student loans that we originate
through our direct channel are our most profitaitlelent loans because they typically cost us lems lbans acquired through our other
channels and remain in our portfolio for a longerigd of time. As of September 30, 2003, our sttitteam portfolio was $10.1 billion.

Our earnings and earnings growth are direxffiycted by the size of our portfolio of studerdns, the interest rate characteristics of our
portfolio, the costs associated with financing amhaging our portfolio and the costs associatel @rigination and acquisition of the stud
loans in the portfolio. We generate the majorityof earnings from the spread between the yieldeweive on our student loan portfolio and
the cost of funding these loans. While the spreayg wary due to fluctuations in interest rates, gdedlowance payments from the federal
government ensure that we receive a minimum yialdur student loans, so long as certain requiresremet met. For the nine months ended
September 30, 2003, we generated net interest madi$133.8 million, total other income, includilogin servicing income, of $83.8 million
and net income of $16.8 million. In 2002, we getetanet interest income of $190.9 million, totdi@rtincome, including loan servicing
income, of $125.2 million and net income of $48 Miam.

We currently service more than $18 billiorFIRELP loans, which makes us the second largegteeof FFELP loans, according to
Student Loan Servicing Alliance, or SLSA, statisti©ur software is also used by third parties teise an additional $27 billion in student
loans. In addition, we currently provide servicsuypport to guaranty agencies on a total of $2hilbf FFELP loans. Servicing support
includes functions such as system software, hamlaad telecommunication support, borrower and lgatates, default aversion tracking
services, claim processing services and post-defaliéction services. We provide student loan isémg and origination functions either
directly or indirectly to more than 1.7 million owers at hundreds of colleges and universitiesuiliin our proprietary software products and
outsourcing functions. We protect our proprietasftware products through copyrights, trade seasatscontractual agreements.

The cost of funding our student loan portfad determined by the costs of borrowings underoperating lines of credit, secured
warehouse financings and asbatked securitizations. We currently have $65 anilin operating lines of credit and a $35 milliammercia
paper facility. We are also in the process of iasieg our operating lines of credit by an additig&0 million. In addition, we have obtained
financing through asset-backed commercial papeduibmwarehouse programs and the issuance of varraldé and fixed-rate, taxable and
tax-exempt bonds, including asset-backed securfi@sthe majority of our long-term financing negde rely on asset-backed securitization
transactions. We completed three securitizatiamstations totaling $2.9 billion in the nine monémsled September 30, 2003, three
securitization transactions totaling $2.8 billion2002 and five securitization transactions totaf.3 billion in 2001. As a result of the
increase in the size of these securitization tretitgas, we have achieved increased economies k& scaonnection with our costs of
financing.




We have entered into a series of agreements witbnBank and Trust Company, or Union Bank, inclgdiransactions to sell interests
student loans to Union Bank in its capacity astéreisto purchase student loans from Union Bangraeide student loan servicing to Union
Bank, to sublease real estate from Union Bank amqmtdvide consulting services to and receive cdimgubservices from Union Bank. Michael
S. Dunlap, our Co-Chief Executive Officer, ownsiagirect interest in Union Bank and serves asds-axecutive chairman. In the
nine months ended September 30, 2003, and in 2004, and 2000, approximately 19%, 14%, 15% and @8%fectively, of the principal
amount of the student loans added to our portfekoe acquired from Union Bank as part of our braggiartner channel, a portion of which
loans were originated by Union Bank and a portibwlaich were originated by third parties. To théest Union Bank were to experience
problems, it could have a material adverse effaai®

Student Loan Industry

Since the creation of the federal studem lmagrams, hundreds of billions of dollars in fiedetudent loans have financed the higher
education of millions of students at thousandschbsls across the United States. More student$aamities depend on federal student loans
to cover the costs of post-secondary educationahgrother single source of financial aid, anddemand for student loans is expected to
grow along with the cost of a college educationc@kding to U.S. Department of Education or, DOBjgetions, annual gross federal student
loan volume is expected to increase from $45.4obilin federal fiscal year 2002 to $71.8 billionfederal fiscal year 2009, excluding
consolidation loan volume.

We have more than $11 billion in total assetsich places us, in terms of total student Icgated assets, among the top four education
finance companies in the United States. Of the$BBlion in FFELP loan originations by private ters and the federal government in 2000,
the combined figures for our own originations a4l &g origination rights acquired by us from UniBank totaled $629.2 million.

Competitive Strengths
The following competitive strengths distingfuius in the education finance industry:

* We are a focused leader with a vertically integraiglatform. We provide school financial aid offices and studemith a
comprehensive, full-service student lending pack&gafford, PLUS, consolidation and private loat®n and guarantee servicing and
loan servicing software. In doing so, we maintasirang position and expertise in each of our pcbdnd service offerings and are w
positioned to capitalize on industry grow

* We have established a high-quality loan portfoliocrobugh our concentration on FFELP loansAs of September 30, 2003, more than
99% of our student loan portfolio consisted of FIPHbans, which carry at least a 98% federal guasaah principal and accrued
interest.

» We enjoy strong relationships with student loan rkat constituentsWe have established long-term strategic relatigrsshiith school
financial aid offices and with eligible lenders thlirect committed portions of their originatiomsus. The effort and cost to establish
and maintain these relationships, as well as tvetdonover of selected providers, act as a baroientry for competitors

* We have benefited from access to cost-effectivaritings.Our $2 billion loan warehousing capacity allowsapool student loans in
order to aggregate sufficient volume for cost-dffeclong-term financing and to time securitizatimarket conditions effectively. As a
result, our securitizations routinely price in liwéh our largest competitor within the studentiaadustry.

* We have built a leading, cost-competitive servicplgtform with a focus on asset protectio®ur student loan servicing platform,
which facilitates interaction with borrowers, isticial to our success as a lender in the studemt toarketplace. The quality of our
servicing capability is also a key factor in presag the federal guarantee on our FFELP loans.dutadity of our servicing operation is
best demonstrated by our low initial claim rejeaterdue to servicer error, which was 0.25% in 2

3




» Our comprehensive suite of software products enahls to carry our brand forward to the key consgiuis of the student loan
market. Our products include an Internet-based financidldglivery and management system, an Internet-dasedrigination system
and a centralized disbursement agent service. @pari' architecture” origination products afford salsdghe flexibility to work with
multiple lenders

* We are run by a management team with significanteogting and acquisition experienc®ur senior management employees have, on
average, been with us or one of our predecessop&oies for over ten years. We have a track recbsdacessfully integrating the
companies that we have acquired and retaining kgyay/ees. As a result, we have a management tethrsighificant experience and
knowledge in both student loan operations and plistind company acquisitior

Strategy

We intend to achieve our corporate objeatif’Rirthering our leadership position in the studean industry by executing the following
strategies:

« Establish and maintain leadership in all our prodtiand service offerings by utilizing our technologSchools, lenders, guaranty
agencies and borrowers in today’s student loansindulemand cutting edge, state-of-the-art tectgyoto streamline the burdensome
and time consuming processes of originating, senyiand administering student loans. We believettiatechnology products that we
provide position us to become a preferred provideparticipants in the student loan industry amat their expanded utilization will
promote our originations and acquisitions. We widlhtinue to invest, develop and upgrade our teclgydlo help solidify our leadersh
position and further penetrate our potential mai

* Focus on increasing our organic growth while maintang a low-cost infrastructure We believe there is continued opportunity for
significant growth in light of the DOE's projectgdowth rates for the student loan industry. Toéase our organic growth, we have
expanded our sales and marketing force to promBEeP loan origination and consolidation efforts. Wédieve the infrastructure we
have developed has positioned us to continue teaeteconomies of scale and be a low-cost prov@eur customers. In this regard,
we decreased our operating expenses as a percefi@gerage student loans from 0.78% in 1998 td%.H 2002

« Strengthen existing relationships while establisigimew onesWe have extensive customer relationships with sishared lenders
throughout the United States. We will continuedous on expanding the loan volume associated Wibet existing relationships, while
establishing new ones through our sales fc

« Continue our commitment to highly focused and diglihed loan origination and acquisition practice®Ve will continue to pursue ol
conservative approach to asset quality by concémgran originating, acquiring and holding fedeyajuaranteed loans through the
FFEL Program, while maintaining a disciplined umwdeting approach to private loar

» Opportunistically make company and portfolio acqitiens. Although we have reached a point in our developmérgre we offer a
comprehensive set of products and services eskentiar vertically integrated business model, wk still consider acquisitions of
both individual companies and loan portfolios tivatbelieve have the potential to enhance -term shareholder valu

Potential Acquisitions

We have entered into an agreement with aelettdacquire a portion of its portfolio of FFEL&ahs, as well as interests in other FFELP
loans of that lender. It is anticipated that théstanding principal and accrued interest on thelFHFI6ans and interests to be acquired will be
financed initially through one of our warehouselfacilities, and ultimately through a long-terncisetization. It also is anticipated that a
significant portion of the purchase price of thierests will be funded through the issuance of debtrrities of a consolidated student lending
subsidiary. We currently estimate that the cashtoogs at




the closing of the transaction could be as litdeapproximately $10 million to $15 million or as amas approximately $35 million to

$45 million. We also have entered into an agreertteatquire a company which has a portfolio of FPHEbans. We currently estimate that
the cash cost to us to acquire this company wilfygroximately $10 million. We anticipate that atfm of the proceeds of this offering may
be utilized to fund a portion of the cash costhefsie transactions. Closings of the transactionsaréngent upon a number of substantial
conditions and are tentatively scheduled to ocguhk second quarter of 2004. There can be noasseias to the actual timing of either
closing or that either closing will, in fact, occur

Risk Factors
You should consider the risks that we facevaluating an investment in our Class A commonkstdmong these risks are:

* potential adverse changes that may be enactedhimection with the reauthorization of the Higher Eahion Act of 1965, as amended,
which together with the regulations thereunder &ferrto as the Higher Education Act, which is sehed to expire in September 2004,
or the possibility that this Act may not be reauthed at all;

« the fact that we operate in a highly competitivaustry and compete directly against large and firgdlhced competitors;

« that our failure to comply with governmental redidas and guaranty agency rules could result indke of the federal guarantees of
our FFELP loans

« interest rate sensitivity of our balance sheefragifrom variations in maturities, timing of res#tinterest rates and variation of indices
of our assets and liabilitie

« transactions with affiliates, such as Union Bamid potential conflicts of interest, such as thosteptially created by virtue of the
relationship between our Co-Chief Executive Offjddichael S. Dunlap, and Union Bank, of which Muridap serves as a director and
a non-executive chairman, and the holding compdyn@mn Bank, Farmers & Merchants Investment o€ which Mr. Dunlap serves
as president and a director and of which Mr. Durdagms or controls approximately 38.4% of the ourtdtag voting stock; an

« that, immediately after this offering, our execetifficers, directors and principal shareholder véneficially own an aggregate of
71.0% of our common stock and possess 91.4% afdhwbined voting power of our common stock, and@oChief Executive
Officers, persons related to them and trusts irclvktiey have beneficial interests will beneficiallyn an aggregate of 60.7% of our
common stock and possess 88.4% of the combinedgvptiwer of our common stock, and will be abledntml substantially all
corporate decisions, including the election of clives and other matters requiring shareholder aabr

With respect to the first risk factor mentioned adove expect debate on reauthorization of the éfiftducation Act to increase substantially
in the first quarter of 2004, and to focus on isssiech as interest rates paid on FFELP loans #imgj Ifestrictions on consolidations of loans.
Legislative proposals include initiatives to rewadhools for participating in the William D. Foredieral Direct Loan Program, or the FDL
Program, and to reduce income on FFELP loans. laigis has also been proposed to make FFELP lagrea to reconsolidation or
refinancing at any time at a fixed rate. These psegd changes, if adopted, could present matedegases in competition by the FDL
Program, could make loans in our portfolio morenewble to consolidation by others and could losterreturn on individual loans.

For additional information regarding the risks thet face, see “Risk Factors.”

Our principal executive offices are locatéd2l South 13th Street, Suite 201, Lincoln, Nekae&3508, and our telephone number is
(402) 458-2370. Our web sitewsvw.nelnet.net Information contained on our web site is not & pathis prospectus.
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Class A common stock offered by Neli

Common stock to be outstanding after this
offering:

Class A common sto«

Class B common stol
Tota

Use of proceeds

Voting rights

Dividend policy

New York Stock Exchange symt

The Offering

8,000,000 share

39,015,034 share

14,023,454 share
53,038,488 share

To originate and acquire inteiasttudent loans, potentially including up to apgpmeately
$55 million to fund a portion of the acquisitionssdribed in “— Potential Acquisitions,”
repay any revolving credit indebtedness outstandirthe closing of this offering and for
general corporate purposes, including capital edipagres, working capital and possible
acquisitions of complementary businesses or asSet"Use of Proceed”

Each share of Class A common stockdree vote and each share of Class B common stock
has ten votes on all matters to be voted upon bglaareholders. In the event at any time
shares of Class B common stock outstanding cotestiégs than 50% of the Class B
common stock outstanding on the date hereof, eamhining share of Class B common
stock outstanding shall automatically be conveitéal one share of Class A common stock.
See"Description of Capital Stoc— Common Stocl”

Nelnet does not anticipate paying any cash dividendits common stoc

“NNI.”

Unless specifically stated otherwise, thetinfation in this prospectus:

« assumes no exercise of the underwriters’ overattatroption of 1,200,000 shares;

« assumes an initial public offering price of $190¥ share, the midpoint of the estimated initiddlguoffering price range indicated on

the front cover of this prospectus; ¢

« reflects our recapitalization described below uriderheading “Description of Capital Stock — Retalmation” and a subsequent
reduction in the number of authorized shares o§€Bcommon stocl
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Summary Consolidated Financial Data

You should read the summary consolidatedhfired data set forth below in conjunction with “Meagement’s Discussion and Analysis of
Financial Condition and Results of Operations” andfinancial statements and the related notesided elsewhere in this prospectus. We
derived the financial data as of December 31, 20@22001 and for the years ended December 31, 2002,and 2000 from our audited
financial statements included elsewhere in thispectus. We derived the financial data as of Deeerdb, 2000 from our audited financial
statements not included in this prospectus. Wevddrihe financial data as of September 30, 200F@mithe nine months ended
September 30, 2003 and 2002 from our unauditedéiahstatements included elsewhere in this prasige®esults for interim periods are
necessarily indicative of results to be expectathdiuthe remainder of the fiscal year or for antufe periods. The as adjusted balance sheet
data set forth below have been adjusted to givecefd the sale of 8,000,000 shares of our Classmmon stock in this offering and the use
of $30 million of the net proceeds from this offggito repay revolving credit indebtedness. See it@lgation.”

Nine months ended September 30, Year ended Decemlsdr,

2003 2002 2002 2001 2000

(dollars in thousands, except per share data)
Income Statement Data:

Net interest incom $ 133,82 $ 156,29t $ 190,90( $ 114,56! $ 64,85
Less provision for loan loss 8,87t 3,31¢ 5,587 3,92¢ 1,37(C
Net interest income after provisi

for loan losse: 124,95: 152,97 185,31: 110,64( 63,48
Loan servicing and other fee

income 74,47( 80,18¢ 103,89¢ 93,17 66,01¢
Software services and other incc 13,98¢ 15,12¢ 21,90¢ 7,71¢ 8,431
Derivative market value los (4,632) (579 (579 (2,962 —
Operating expenst 178,82 172,92¢ 234,70: 195,43¢ 131,19¢
Income before income taxes anc

minority interes 29,95 74,78¢ 75,84 13,12¢ 6,73:
Net income 16,77 47,85 48,53¢ 7,147 4,52(
Earnings per share, basic and

diluted $ 0.37 $ 1.0¢€ $ 1.0¢ $ 0.1€ $ 0.11
Weighted average shares

outstanding 45,019,82 44,971,29 44,971,29 44,331,49 41,187,23
Other Data:
Origination and acquisition volume

€)] $ 3,173,32! $ 2,113,13. $ 2,665,78! $ 1,448,60 $ 1,027,49
Average student loar $ 9,432,51. $ 8,056,04 $ 8,171,890 $ 513522  $ 3,388,15!
Student loans serviced (at end of

period) $18,341,40 $17,393,68 $17,863,21 $16,585,29 $11,971,09
Ratios:
Net interest margin(k 1.7¢% 2.3t% 2.15% 2.09% 1.7¢%
Return on average total ass 0.21% 0.7(% 0.52% 0.12% 0.12%
Return on average equi 17.€% 67.1% 49.2% 11.7% 8.2%

Net loan charc-offs as a
percentage of average student
loans 0.07% 0.036% 0.047% 0.042% 0.055%




Balance Sheet Data

Cash and cash equivalel
Student loan receivables, r

Total asset

Bonds and notes payat

Shareholder equity

@)

(b)

Initial loans originated and acquired throwghious channels, including originations through diwect channel and acquisitions through

As of September 30, 2003

As of December 31,

our branding partner channel, our forward flow atelrand the secondary mark

Net interest margin is computed by dividing neerest income by the sum of average student loath¢henaverage balance of otl

interest earning asse

Actual As adjusted 2002 2001 2000
(in thousands)

34,65( $ 142,01 $ 40,15 $ 36,44( $ 23,26
10,059,92 10,059,02 8,559,42i 7,423,87. 3,585,94.
11,152,99 11,260,35 9,766,58. 8,134,56! 4,021,94
10,892,34 10,862,34 9,447,68: 7,926,36: 3,934,13

131,22: 268,58 109,12: 63,18¢ 54,16




RISK FACTORS

You should carefully consider the following risktfas and all other information contained in thi©ppectus before investing in shares of
our Class A common stock. Investing in our Clagerimon stock involves a high degree of risk. Ifa@frthe following risks actually occurs,
our business, financial condition and results oéigtions could be materially and adversely affectadhat event, the trading price of our
Class A common stock could decline and you mayplageor all of your investment.

Risks Related to Our Business and Industry

Failure to comply with governmental regulations guaranty agency rules could harm our busine:

Our principal business is comprised of ofgiing, acquiring, holding and servicing studennkaade and guaranteed pursuant to the
FFEL Program, which was created by the Higher EtilmieaAct. Most significant aspects of our linesbofsiness are governed by the Higher
Education Act. We are also subject to rules andlegigns of the agencies that act as guarantaifsea$tudent loans, known as guaranty
agencies. In addition, we are subject to certallerfal and state banking laws, regulations and exations.

Our private loan portfolio is also subjecfederal and state consumer protection laws anda#gns, including state usury laws and
related regulations and the Federal Truth in Legpdint. These laws and regulations impose substartiairements upon lenders and
servicers involved in consumer finance. Failuredmply with these laws and regulations could resudiur liability to borrowers, the
imposition of civil penalties and potential clagsian suits.

Our failure to comply with regulatory regimgsscribed above may arise from:

« breaches of our internal control system, suchfaguae to adjust manual or automated servicingfioms following a change in
regulatory requirement

« technological defects, such as a malfunction idestruction of our computer systems; or
« fraud by our employees or other persons in aatizifuch as borrower payment processing.

Such failure to comply, irrespective of the reasld subject us to loss of the federal guaraoteEFELP loans, costs of curing servicing
deficiencies or remedial servicing, suspensioreonination of our right to participate in the FFBkogram or to participate as a servicer,
negative publicity and potential legal claims oti@ts brought by our servicing customers and boersw

We must satisfy certain requirements necessary tintain the federal guarantees of our FFELP loansd we may incur penalties or
lose our guarantees if we fail to meet these reguirents.

We must meet various requirements in ordenamtain the federal guarantee on our FFELP lo@hsse requirements establish servicing
requirements and procedural guidelines and spsctigol and borrower eligibility criteria. The fedeguarantee on our FFELP loans is
conditioned on compliance with origination, semgiand collection standards set by the DOE andagiyagencies. FFELP loans that are
not originated, disbursed or serviced in accordavitte DOE regulations risk loss of their guarantieefull or in part. If we experience a high
rate of servicing deficiencies or costs associatiglll remedial servicing, and if we are unsuccesisfaluring such deficiencies, the eventual
losses on the loans that are not cured could beriakt

A guaranty agency may reject a loan for clpagment due to a violation of FFEL Program duigeéiice collection and servicing
requirements. In addition, a guaranty agency mgactrelaims under other circumstances, including ekample, if a claim is not timely filed
or adequate documentation is not maintained. Oncaraceases to be guaranteed, it is ineligibldefderal interest subsidies and special
allowance payments. If a loan is rejected for clpagment by a guaranty agency, we continue to putsel borrower for payment and/or
institute a process to reinstate the guarantee.




Rejections of claims as to portions of ingtmay be made by guaranty agencies for certaiations of the due diligence collection and
servicing requirements, even though the remainfiarataim may be paid. Examples of errors that eaiaim rejections include isolated
missed collection calls or failures to send coltatletters as required.

School eligibility requirements, which include deltarate limits, have been implemented by the D®Erder to maintain eligibility in th
FFEL Program, schools must maintain default ratdsvb specified levels, and both guaranty agenadieslenders are required to ensure that
loans are made to students attending schools thet default criteria.

If we fail to comply with any of the above requirents, we could incur penalties or lose the fedgwmarantee on some or all of our FFE
loans. Our actual loss experience on denied gusgah&ims historically has not been material toaperations, but the impact on us could
become material if losses were to increase sulialigrin future periods. During the last three fisgears, our actual loss on denied guarantee
claims did not exceed 0.004%.

Failure to comply with restrictions on inducementsder the Higher Education Act could harm our buséss.

The Higher Education Act generally prohilsiteender from providing inducements to educatiémstitutions or individuals in order to
secure applicants for FFELP loans. We have enfatedirrangements with various schools pursuanmthich the schools become lenders of
FFELP loans to graduate students, and we providéation services, servicing and funding to thkeasds with respect to such loans. A
similar “school-as-lender” arrangement that Sallize previously had in place was challenged by tB&Dbut a federal court decision
determined that the arrangement fell within paramsedf regulatory guidelines established by the D8dllie Mae also has come under
scrutiny as a result of recent charges that it makivate loans available to students of a scholyl ié the school, in return, promises to leave
the FDL Program and market FFELP loans to its sttedé’he DOE has stated that private loans aré saghpermissible if offered simply as
a benefit to schools. We offer private loans talett borrowers on a regular basis, but we do deowttrequiring anything in return from the
schools that these borrowers attend. In additispranouncements from the DOE permit de minimus gif connection with advertising
FFELP loans, we entertain financial aid officexnfrschools at student loan industry conferencedwaraions from time to time and sponsor
promotional events such as lunches and golf oufiroys time to time. If the DOE were to change itsipion on any of these matters, this
could potentially result in the DOE imposing saoes upon us and could negatively impact our busines

We have also entered into various agreements tair@caparketing lists of prospective FFELP loan barers from sources such as colli
alumni associations. We pay to acquire thesedistsfor the completed applications for loans rasgitherefrom. We believe that such
arrangements are permissible and do not violateetisns on inducements, as they fit within a regiory exception recognized by the DOE
for generalized marketing and advertising actisitithe DOE has provided informal guidance to usshah arrangements do not raise any
improper inducement issues, since such arrangerfahigthin the generalized marketing exceptidrthe DOE were to change its position,
this could hurt our reputation and could potentiadisult in the DOE imposing sanctions on us. Theesgtions could negatively impact our
business.

Possible changes in legislation and regulations thave a negative impact upon our busine

Pursuant to the terms of the Higher Educatiot) the FFEL Program is periodically amended, tredHigher Education Act must be
reauthorized by Congress every five years in am@revent sunset of that Act. Changes in the Hitication Act made in the two most
recent reauthorizations have included reductiorstident loan yields paid to lenders, increases jpeéd by lenders and a decreased level of
federal guarantee. Future changes could resulirthdr negative impacts on our business. Moredkiere can be no assurance that the
provisions of the Higher Education Act, which isieduled to expire on September 30, 2004, will laetteorized. While Congress has
consistently extended the
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effective date of the Higher Education Act, it n&gct not to reauthorize the DOE'’s ability to pwiinterest subsidies, special allowance
payments and federal guarantees for student I&uth a failure to reauthorize would reduce the remalb federally guaranteed student loans
available for us to originate and/or acquire infilteire and would materially adversely affect us.

In addition, funds for payment of interesbsidies and other payments under the FFEL Prograraubject to annual budgetary
appropriation by Congress. In recent years, fedmrdget legislation has contained provisions tlaaelrestricted payments made under the
FFEL Program to achieve reductions in federal spendruture legislation may adversely affect expemes by the DOE and the financial
condition of guaranty agencies.

Senator Edward M. Kennedy has introducedslation, to which we refer as the Kennedy Bill, poeing a number of initiatives aimed at
supporting the FDL Program to the detriment ofER&EL Program. The Kennedy Bill proposes to enalbblgraduates to refinance their
FFELP loans at a fixed rate and proposes to payatslas a reward for choosing to participate inRkbe. Program. The Kennedy Bill also
proposes to eliminate variable rate floor incomevah as the 9.5% floor interest rate on loansroed with funds from pre-1993 tax-exempt
financings. If the Kennedy Bill in its current forwere to be enacted, this would have a materightiagimpact on us. Senator John Edwards
has advocated elimination of the FFEL Programdreittirety, which also would have a material negaitnpact on us.

Efforts are underway to pass legislation Whimuld permit borrowers holding consolidation lsanade under the Higher Education Act
to refinance their loans under the FFEL Prograntiplaltimes, rather than only once, which would mpgproximately 43% of our student
loan portfolio to further refinancing. Similar lefftion may also abolish the so-called single holdke, which restricts the ability of other
lenders to consolidate student loans away frooma@elethat owns all of a particular borrower’s loafisis would put approximately one-third
of our non-consolidated portfolio at risk of beicgnsolidated away by our competitors. In additiblegislation is enacted to allow variable-
rate consolidation loans or to extend the termtaff&d loans, we may experience a decrease itansolidation loan opportunities.
Accordingly, any of these legislative changes cddde a material adverse impact upon us. In adglitte DOE oversees and implements the
Higher Education Act and periodically issues retiafes and interpretations of that Act. Changesuchsregulations and interpretations could
negatively impact our business.

Variation in the maturities, timing of rate resetral variation of indices of our assets and liabi may pose risks to us.

Because we generate the majority of our agmirom the spread between the yield we receiveuomportfolio of student loans and the
cost of financing these loans, the interest ratsisigity of our balance sheet could have a mattefiact on our results of operations. The
majority of our student loans have variable ratarabteristics in interest rate environments whieeespecial allowance payment formula
exceeds the borrower rate. Some of our studens)gaimarily consolidation loans, include fixedeaomponents depending upon loan terms
and the rate reset provisions set by the DOE. We financed the majority of our student loan pditfavith variable-rate debt. Absent
utilization of derivative instruments to match theerest rate characteristics and duration of 82t and liabilities, fluctuations in the intel
rate environment will affect our results of opevas. Such fluctuations may be adverse and may beriala

In the current low interest rate environment, oBEEP loan portfolio is yielding excess income dogtte reduction in the interest rates
the variable-rate liabilities financing studentrigaat a fixed borrower rate. Absent the use ofvdéixie instruments, a rise in interest rates will
have an adverse effect on earnings and fair valuego interest margin compression caused by isgrgdinancing costs, until such time as
that the FFELP loans earn interest at a varialieinaaccordance with the special allowance payrf@ntula. In higher interest rate
environments, where the interest rate rises aldlovéorrower rate and fixed-rate loans become viaridie impact of the rate fluctuations is
reduced.

Loans that reset annually on each July lgeserate excess spread income as compared tdeHsased on
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the special allowance payment formula in declinintgrest rate environments where the borroweresatablishes a floor on our variable-rate
assets. We refer to this additional income as kbgieate floor income, and it is included in loaterest income. See “Management’s
Discussion and Analysis of Financial Condition &websults of Operations — Results of Operatiokfstorically, we have earned variable 1
floor income in declining interest rate environmeger8ince the rates are reset annually, we vieweteamings as temporary and not neces:
sustainable. Our ability to earn variable rate flm@ome in future periods is dependent upon tker@st rate environment following the anr
reset of borrower rates, and we cannot assurehaistich environment will exist in the future. \#dnfie rate floor income accounted for 9.5%
of our net interest income during the nine montideel September 30, 2003, 26.1% during 2002 and®6@uring 2001. There was no
variable rate floor income in 2000.

Due to the variability in duration of our assand varying market conditions, we do not attaimperfectly match the interest rate
characteristics of our entire loan portfolio wittetunderlying debt instruments. At September 3032&pproximately 48.5% of our assets
earning interest at the current fixed rate, whitey®.1% of the liabilities used to finance thossets was set at fixed rates. This mismatch in
duration and interest rate characteristics coula:tzanegative impact on our results of operatigvis have employed various derivative
instruments to somewhat offset this mismatch. Remine months ended September 30, 2003, an ircireabort-term rates of 100 basis
points would decrease our earnings per share hyxsippately $0.20 while a corresponding decreasshort-term interest rates of 100 basis
points would increase our earnings per share byoappately $0.23. Changes in interest rates, tmepmsition of our student loan portfolio
and derivative instruments will impact the effetirderest rates on our earnings, and we cannaligirany such impact with any level of
certainty.

Market risks to which we are subject may have arvarse impact upon our business and operations.

Our primary market risk exposure arises ffarotuations in our borrowing and lending rateg #pread between which could be impacted
by shifts in market interest rates. The borrowées@n our FFELP loans are generally reset by tB& Pach July 1st based on a formula
determined by the date of the origination of themlowith the exception of rates on consolidatiankbwhich are fixed to term. The interest
rate we actually receive on our FFELP loans igjleaiter of the borrower rate and a rate determtyesiformula based on a spread to either
the 91-day Treasury Bill index or the 90-day coneradpaper index, depending on when the loans weginated and the current repayment
status of the loans.

We issue asset-backed securities, both fiaad-variable-rate, to fund our student loan as3éis variable-rate debt is generally indexed
to 90-day LIBOR or set by auction. The income gatest by our student loan assets is generally diwetifferent shorterm indices than ol
liabilities, which creates interest rate risk fa: MVe have historically borne this risk internalyough the net spread on our portfolio while
continuing to monitor our interest rate risk.

Our derivative instruments may not be successfuhiinaging our interest rate risk

When we utilize derivative instruments, widize¢ them to manage our interest rate sensitiviiyhough we do not use derivative
instruments for speculative purposes, our derieatigtruments may not meet the criteria set fortStatement of Financial Accounting
Standards, or SFAS, No. 138¢counting for Derivatives Instruments and Hedghugivitieswhich would allow us to offset the changes in
value of the derivative instrument against theaff@f the changes in the hedged item in the sttéof income. The derivative instruments
we use are typically in the form of interest rat@ps and interest rate caps. Interest rate swégdieély change variableate debt obligatior
either to fixed-rate debt obligations or to varebhte debt obligations based on a different intteerest rate caps effectively limit the
maximum interest on variable-rate debt obligatiddsveloping an effective strategy for dealing witbvements in interest rates is complex,
and no strategy can completely insulate us froks@ssociated with such fluctuations. In additeepunterparty to a derivative instrument
could default on its obligation thereby exposingasredit risk. Further, we may have to repayaiertosts, such as transaction fees or
brokerage costs, if a derivative instrument is teated by us. Finally, our interest rate risk mamagnt
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activities could expose us to substantial lossedefest rates move materially differently front @xpectations. As a result, we cannot assure
you that our economic hedging activities will etfeely manage our interest rate sensitivity or hthedesired beneficial impact on our res

of operations or financial condition. The derivatimstruments that we entered into in the thirdrgmaf 2003 do not meet the criteria for
hedge accounting pursuant to SFAS No. 133. Consdlguthe change in the fair value of the derivatinstruments is included in the
derivative market value adjustment in other incomthe statement of income for the nine months dr&8keptember 30, 2003.

During 2001, we entered into an interest satep arrangement with a notional amount of $50d0ami This swap was adjusted to fair
value in our statements of income, resulting irba%000 loss in 2002 and a $3.0 million loss in20this swap expired in June 2002. The
only derivative instruments entered into in 2002evembedded credit enhancement products withisecuritization transactions. In the tt
quarter of 2003, we entered into various interat swap agreements, a basis swap and a cap tavittean aggregate notional amount of
$3.5 billion.

We face liquidity risks due to the fact that our eg@ting and warehouse financing needs are substaltyi provided by third-party
sources.

Our primary funding needs are those requiodthance our student loan portfolio and satisfiy cash requirements for new student loan
originations and acquisitions, operating expenséstachnological development. Our operating ancehause financings are substantially
provided by third parties, over which we have notoml. Unavailability of such financing sources nsbject us to the risk that we may be
unable to meet our financial commitments to cradijtbranding partners, forward flow lenders or bawers when due unless we find
alternative funding mechanisms.

We rely upon conduit warehouse loan finansiebicles to support our funding needs on a steont+ basis. There can be no assurance
we will be able to maintain such warehouse finagémthe future. We currently have four such conéhgilities in place, with various
maturity dates. Currently, the aggregate short-tssmmitment amount from our conduit lenders is &2billion. There can be no assurance
that we will be able to maintain such conduit fitieis, find alternative funding or increase the coitment level of such facilities, if necessse
The term of each conduit facility is less than gear, and each facility is renewable at the optibthe lender and may be terminated at any
time for cause. While our conduit facilities havstbrically been renewed for successive termsgtican be no assurance that this will
continue in the future. Our general operating lioksredit are also for terms of less than one gaah, are renewable at the option of the
lenders and may be terminated at any time for cause

Characteristics unique to ass-backed securitization pose risks to our continuéglidity.

We have historically relied upon, and exgeatontinue to rely upon, asdatcked securitizations as our most significant @@ funding
for student loans on a long-term basis. Approxiye®8.6 billion of our student loans were fundedlbyg-term asset backed securitizations
as of September 30, 2003, and approximately $7iarbof our student loans were funded by assekbdcsecuritizations as of December 31,
2002. The net cash flow we receive from the seigedtstudent loans generally represents the exaasants, if any, generated by the
underlying student loans over the amounts requide paid to the bondholders, after deductingisiery fees and any other expenses
relating to the securitizations. In addition, soofi¢he residual interests in these securitizativange been pledged to secure additional bond
obligations. Our rights to cash flow from secustizstudent loans are subordinate to bondholdeestteand these loans may fail to generate
any cash flow beyond what is due to pay bondholders

The interest rates on certain of our assekdxh securities are set and periodically reseavidutch auction” utilizing remarketing agents
for varying intervals ranging from seven to 91 ddgsestors and potential investors submit ordersugh a broker-dealer as to the principal
amount of notes they wish to buy, hold or sellaious interest rates. The broker-dealers submit tients’ orders to the auction agent or
remarketing agent, who determines the interestfoatédne upcoming period. If there are insufficigatential bid orders to purchase all of the
notes offered for sale or being repriced, we cingdubject to
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interest costs substantially above the anticipatetihistorical rates paid on these types of seéesirif\ failed auction or remarketing could &
reduce the investor base of our other financingdeiat instruments.

Rising interest rates existing at the time agsetsacked securities are remarketed may cause othgyating investments to become m
attractive to investors than our securities, whitdy decrease our liquidity. We periodically utilaeariety of derivative instruments in order
to protect against changing interest rate envirantmé o the extent that anticipated changes inéstaates differ from actual changes in
interest rates, these derivative instruments mayperate as effective hedges.

Future losses due to defaults on loans held by ussent credit risk which could adversely affect ogarnings.

More than 99% of our student loan portfolocd September 30, 2003 was comprised of FFELPsIoEmese loans benefit from a federal
guarantee of between 98% and 100% of their prihtiplance and accrued interest. We bear full ridbsses experienced with respect to the
unguaranteed portion of the student loans.

Losses on our private loans will be bornaibywith the exception of certain privately insuleans. Privately insured loans constitute a
minority of our private loan portfolio. The loansk pattern on our private loan portfolio is notlaseloped as that on our FFELP loan
portfolio. As of September 30, 2003, the aggregaitecipal balance of private loans comprised leéss1t1% of our entire student loan
portfolio; however, it is expected to increase édreen 1% and 2% over the next three years. Therée no assurance that this percentage
will not further increase over the long term.

The performance of student loans in our ptdfis affected by the economy, and a prolongezhemic downturn may have an adverse
effect on the credit performance of these loansil&Viie have provided allowances estimated to ctbases that may be experienced in both
our student loans that are federally guaranteeémthe FFEL Program as well as our private loarfplis, there can be no assurance that
such allowances will be sufficient to cover actioakes in the future.

We could experience cash flow problems if a guanaagency defaults on its guarantee obligatic

A deterioration in the financial status aj@aranty agency and its ability to honor guarantains on defaulted student loans could result
in a failure of that guaranty agency to make itargntee payments in a timely manner, if at all. filn@ncial condition of a guaranty agency
can be adversely affected if it submits a large Inemnof reimbursement claims to the DOE, which rssial a reduction of the amount of
reimbursement that the DOE is obligated to paygtranty agency. The DOE may also require a guaegggncy to return its reserve funds
to the DOE upon a finding that the reserves arecessary for the guaranty agency to pay its FFEipereses or to serve the best interests of
the FFEL Program.

If the DOE has determined that a guarantyagés unable to meet its guarantee obligatiores)dan holder may submit claims directly to
the DOE, and the DOE is required to pay the fulirgmtee claim. However, the DOE's obligation to gagrantee claims directly in this
fashion is contingent upon the DOE making the deitesition that a guaranty agency is unable to niegfuarantee obligations. The DOE r
not ever make this determination with respect gunaranty agency and, even if the DOE does makeal&termination, payment of the
guarantee claims may not be made in a timely mamvigch could result in our experiencing cash datist

Failure of counterparties to perform under credinbancement agreements could harm our busine

In connection with our securitizations, weipeically utilize credit enhancements or othersup agreements such as letters of credit,
bond insurance and interest rate swap agreemeastsitii¢e these credit enhancement agreementsier ¢o improve the marketability of
certain of our asset-backed securities when suchrerements will lower our over-all costs with regge these securities. We cannot assure
performance of the counterparties to these vam@gusements, and failure of such counterpartiegtfmpn their obligations under these
agreements could impair the viability of our ungiery) debt or securitization structures, which imtaould adversely impact our results of
operations and financial condition.
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Competition created by the Federal Direct Loan Prag and from other lenders and servicers may adedysmpact our busines:

In 1992, Congress created the William D. Feederal Direct Loan Program, which we refer teh@sFDL Program or the FDLP. Under
the FDL Program, the DOE makes loans directly tdent borrowers through the educational institutithey attend. The volume of student
loans made under the FFEL Program and availablesoo originate or acquire may be reduced to khent loans are made to students under
the FDL Program. In addition, if the FDL Progranpards, to the extent the volume of loans servigedshs reduced, we may experience
reduced economies of scale, which could adverdtdgtaour earnings. Loan volume reductions couldhfer reduce amounts received by the
guaranty agencies available to pay claims on defdstudent loans.

In the FFELP market, we face significant ceiitipn from SLM Corporation, the parent companySaeflie Mae. SLM Corporation
services nearly half of all outstanding FFELP loand is the largest holder of student loans, wiploifolio of approximately $70 billion. We
also face intense competition from other existenglers and servicers. As we expand our studenlagimation and acquisition activities,
that expansion may result in increased competitiith some of our servicing customers. This hahegast resulted in servicing customers
terminating their contractual relationships with asd we could in the future lose more servicingtamers as a result. As we seek to further
expand our business, we will face numerous othempetitors, many of which will be well establishedthe markets we seek to penetrate.
Some of our competitors are much larger than wehaee better name recognition than we do and pesatter financial and other resources
than we do. In addition, several of our competittage large market capitalizations or cash reseamdsare better positioned to acquire
companies or portfolios in order to gain marketrstthan we are. Furthermore, many of the institgiwith which we compete have
significantly more equity relative to their assasbs than we do. Consequently, such competitorshanasy more flexibility to address the rit
inherent in the student loan business. Finally,esofmour competitors are tax-exempt organizatiohglwdo not pay federal or state income
taxes and which generally receive floor income erain taxexempt obligations on a greater percentage of tedent loan portfolio than \
do because they have financed a greater perceotaigeir student loans with tax-exempt obligatitsmued prior to October 1, 1993 than we
have. These factors could give our competitorsaegiic advantage.

Higher rates of prepayments of student loans coutdluce our profits

Pursuant to the Higher Education Act, bornsareay prepay loans made under the FFEL Programyatime. Prepayments may result
from consolidating student loans, which tends tocuoenore frequently in low interest rate environtsefrom borrower defaults, which will
result in the receipt of a guarantee payment, esmd ¥oluntary full or partial prepayments, amongestthings. High prepayment rates will
have the most impact on our asset-backed sectintiziansactions priced in relation to LIBOR. Agiember 30, 2003, we had four
transactions outstanding totaling approximately$8llion which had experienced cumulative prepagtrates of 15.2% to 22.1%,
respectively. At December 31, 2002, we had twosiations outstanding totaling approximately $2Ioi which had experienced
cumulative prepayment rates of 14.3% and 15.9%erd/ely. The rate of prepayments of student lomag be influenced by a variety of
economic, social and other factors affecting boamyincluding interest rates and the availabéitalternative financing. Our profits could
adversely affected by higher prepayments, whichlevoeduce the amount of interest we receive andsxjpis to reinvestment risk.

Increases in consolidation loan activity by us andr competitors present a risk to our loan portfoland profitability.

Our portfolio of FFELP loans is subject téimancing through the use of consolidation loanisiclv are expressly permitted by the Higher
Education Act. Consolidation loan activity may reésu three detrimental effects on us. First, wienconsolidate loans already held by us,
the new consolidation loans have a lower yield tienloans being refinanced due to the statutaméydated consolidation loan rebate fee of
1.05% per year. Although consolidation loans gdhefeature higher average balances, longer avdiage and slightly higher special
allowance payments, such attributes may not bécgerit to counterbalance the cost of the rebate. f8econd, and more significantly, we r
lose student loans in
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our portfolio that are consolidated away by commgetenders. In prior years, our competitors conlsdéd away more student loans from us
than we consolidated away from our competitorstdased consolidations of student loans away frolmyusur competitors may result in a
negative return on loans, when considering thamat@gn costs or acquisition premiums paid withpess to these loans. Additionally,
consolidation of loans away from us can result deerease of our servicing portfolio, thereby dasireg fee-based servicing income. Third,
increased consolidations by us of our own studmarid create cash flow risk because we incur upfronsolidation costs, which are in
addition to the origination or acquisition costs weurred in connection with the underlying studeains, while extending the repayment
schedule of the consolidated loans.

The volume of available student loans may decreasthe future and may adversely affect our incon

Our student loan originations generally aretéd to students attending eligible educationatitutions in the United States. Volumes of
originations are greater at some schools than sthed our ability to remain an active lender padicular school with concentrated volumes
is subject to a variety of risks, including thetftat each school has the option to remove us frefipreferred lender” list or to add other
lenders to its “preferred lender” list, the rislatla school may enter the FDL Program or the higk & school may begin making student loans
itself. We acquire student loans through forwaodvfcommitments with other student loan lenders dawh of these commitments has a finite
term. There can be no assurance that these lewikersnew or extend their existing forward flowroonitments on terms that are favorable to
us, if at all, following their expiration.

In addition, as of September 30, 2003, apprately 52% of the loans we serviced were ownethby parties. To the extent that our
third-party servicing clients reduce the volume of stidesins that we process on their behalf, our incarmeld be reduced, and, to the ex
the related costs could not be reduced correspglydiour net income could be materially adverséfgaed. Such volume reductions occur
for a variety of reasons, including if our thirdryaservicing clients commence or increase inteseavicing activities, shift volume to another
service provider, perhaps because such other sguvivider does not compete with the client in studoan originations and acquisitions or
exit the FFEL Program completely.

Special allowance payments on student loans origathor acquired with the proceeds of certain -exempt obligations may limit the
interest rate on certain student loans to our detént.

Student loans originated or acquired withpghmceeds of tax-exempt obligations issued priddétober 1, 1993, as well as student loans
acquired with the sale proceeds of those studamslaeceive only a portion of the special alloveapayment which they would otherwise be
entitled to receive, but are guaranteed a minimat® of return of 9.5% per year, less the applicatikrest rate for the student loan.

As of September 30, 2003, approximately lllion of our student loan portfolio was comprisgidoans which are currently or were
previously financed with the proceeds of tax-exenipitgations issued prior to October 1, 1993. Bageah provisions of the Higher
Education Act and related interpretations by theED®@e believe that, for each of these student loapswill receive partial special allowan
payments, subject to the 9.5% minimum rate of retdiowever, the DOE may change its regulationgsointerpretations of existing
regulations, or the Higher Education Act may be iadegl, to eliminate this special allowance paymesatiment. In this event, we would
receive regular special allowance payments, but mé minimum rate of return.

In the current low interest rate environmevd,generally receive partial special allowancenpagts and the minimum 9.5% rate of return
with respect to our eligible student loans origathor acquired with qualifying tax-exempt proceddsa higher interest rate environment,
however, the regular special allowance paymentisams not originated or acquired with qualifying-exempt proceeds may exceed the total
subsidy to holders of eligible loans originatedaoquired with qualifying tax-exempt proceeds. Thas higher interest rate environment,
these loans could have an adverse effect uponasnings.
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For further information regarding special allowapegments, see “Industry Overview — Student LoasiBess Model.”

Failures in our information technology system couldaterially disrupt our business

Our servicing and operating processes afgyhependent upon our information technology sysitefrastructure, and we face the risk of
business disruption if failures in our informatigystems occur, which could have a material imppotwur business and operations. We
depend heavily on our own computer-based data psoug systems in servicing both our own studentdaad those of third-party servicing
customers. On January 1, 2002, we converted tteg grajority of the student loans we service to mmater hardware and software platform
developed and maintained by an affiliated comp&mNovember 2002, we converted our remaining apprately $3 billion of student loans
to this same computer hardware and software phatf@roblems or errors of which we are not curreatiyare may have occurred in
connection with this conversion, and problems oorsrmay occur in the future in connection with do@version of newly originated and
acquired loans to our platform. If servicing errdosoccur, they may result in a loss of the fedguarantee on the FFELP loans that we
service or in a failure to collect amounts duelangtudent loans that we service. In additionoaigfn we regularly back up our data and
maintain detailed disaster recovery plans, we danantain fully redundant information systems. Ajor physical disaster or other calamity
that causes significant damage to our informatictesns could adversely affect our business. Addity, loss of our information systems
a sustained period of time could have a negatiymanon our performance and ultimately on our ¢mstin the event we were unable to
process borrower payments.

Transactions with affiliates and potential conflistof interest of certain of our officers and diramts, including one of our Co-Chief
Executive Officers, pose risks to our shareholde

We have entered into certain contractualngeaents with entities controlled by Michael S. @pnour Chairman and Co-Chief
Executive Officer and one of our principal shareleos, and members of his family and, to a lessenéxwith entities in which other direct
and members of management hold equity interedteand or management positions. Such arrangemenssittte a significant portion of our
business and include, among other things:

« performance of servicing duties;
* sales of student loans by such affiliates to ud; an
« sales of student loan origination rights by sudhiates to us.

These arrangements may present potential condifdtgerest.

Many of these arrangements are with UnionkBamwhich Michael S. Dunlap owns an indirect imtgtrand of which he serves as non-
executive chairman. Union Bank is a significantrsewf student loans to us and a significant sexgicustomer of ours.

In the nine months ended September 30, 288382002, approximately 19% and 14%, respectjwafiyhe principal amount of the
student loans added to our portfolio were acquirech Union Bank, a portion of which loans were anged by Union Bank and portion of
which were originated by third parties. We beli¢vat the acquisitions were made on terms simildnése made from unrelated entities. We
intend to maintain our relationship with Union Bamkich we believe provides substantial benefitagpalthough there can be no assurance
that all transactions in which we engage with Urigamk are, or in the future will be, on terms tha no less favorable than we could obtain
from an unrelated third party. For information dfiliated transactions, see “Related Party Trarieast”

Material problems affecting Union Bank could haveraaterial adverse effect on u

The ability of Union Bank to continue to doesiness with us will depend on the developmentmibl) Bank’s own business, financial
condition and results of operations, which willdféected by competitive and other factors beyondcomtrol or knowledge. Because Union
Bank is a privately held company, an investor in@lass A common stock might have little advancenivey of problems
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affecting Union Bank, even though these problemddcbave a material adverse effect on us. For éurithformation regarding affiliated
transactions, see “Related Party Transactions.”

Imposition of personal holding company tax would ctease our net income

A corporation is considered to be a “persdwddling company” under the U.S. Internal RevenodeCof 1986, as amended, which we
refer to as the Code, if (1) at least 60% of itmisigtd ordinary gross income is “personal holdiapany income” (generally, passive
income) and (2) at any time during the last halfhef taxable year more than half, by value, o$iit&k is owned by five or fewer individuals,
as determined under attribution rules of the Ctfdaoth of these tests are met, a personal holdargpany is subject to an additional tax on
its undistributed personal holding company incomerently at a 15% rate. Before this offering, mttra@n half the value of our stock was t
by five or fewer individuals, and immediately afthis offering, we expect that this will continuelie the case. In June 2003, we submitted a
request for a private letter ruling from the InrRevenue Service seeking a determination thatemla@rally guaranteed student loans qualify
as assets of a “lending or finance business,” fisatkin the Code. Such a determination would henabled us to establish that a company
holding such loans does not constitute a persardifg company. Based on its historical practicaaifissuing private letter rulings
concerning matters that it considers to be primdaittual, the Internal Revenue Service has indit#tat it will not issue the requested rul
taking no position on the merits of the legal isss@ long as more than half of our value contirtodse held by five or fewer individuals, if it
were to be determined that some portion of ourridtjeguaranteed student loans does not qualifysasts of a “lending or finance business,”
as defined in the Code, we could become subjgottsonal holding company tax on our undistributedspnal holding company income. We
continue to believe that neither Nelnet, Inc. noy af its subsidiaries is a personal holding conypatowever, even if it were to be
determined that any of such entities is a persbolaing company, we believe that by utilizing imt@mpany distributions we can eliminate or
substantially eliminate our exposure to personidihg company tax for at least 2003, 2004 and 2@@GB5pugh we cannot assure you that this
will be the case.

“Do not cal” registries may limit our ability to market our pragtts and services

Our direct marketing operations are or magobge subject to various federal and state “do albit kist requirements. The Federal Trade
Commission has recently amended its rules to peofada national “do not call” registry. Under teasew federal regulations, which are
currently being challenged in court, consumers e their phone numbers added to the nationahtdaall” registry. Generally, we will
be prohibited from calling anyone on that registnySeptember 2003, telemarketers will have acteste registry and will be required to
compare their call lists against the national “do call” registry at least once every 90 days. We avill be required to pay a fee to access the
registry on a quarterly basis. Enforcement of tthe fiot call” provisions will begin in the fall o003, and the rule provides for fines of up to
$11,000 per violation and other possible penalfidss rule may restrict our ability to market effigely our products and services to new
customers. Furthermore, compliance with this nele may prove difficult, and we may incur penaltiesimproperly conducting our
marketing activities.

Our inability to maintain our relationships with gjnificant branding partners and/or customers coulthve an adverse impact on our
business

Our inability to maintain strong relationsiyith significant schools, branding partners, mémg customers, guaranty agencies and
software licensees could result in loss of:

« loan origination volume with borrowers’ attendingriain schools;

« loan origination volume generated by some of oantdiing partners;

« loan and guarantee servicing volume generated img 6 our loan servicing customers and guarantyegs; and
« software licensing volume generated by some ofioensees.
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We cannot assure you that our forward floarstel lenders or our branding partners will corditheir relationships with us. Loss of a
strong relationship, like that with a significamtbding partner such as Union Bank, or with scheotsh as the University of Phoenix and
Nova Southeastern University from which we directhindirectly acquire a significant volume of séund loans, could result in an adve
effect on our business. For example, Nova SoutBeasttniversity, from which we purchased FFELP lo&hsough its relationship with
Union Bank) which comprised approximately 5.9% of total student loan volume in the nine monthseen8eptember 30, 2003 and 7.4% in
2002, has informed us and Union Bank, the diregummer of the student loans, of its intent noténew its sale commitment starting January
2007, in order to make a request for a propospbtential purchasers.

Risks Related to This Offering

Future sales of our Class A common stock may depresr stock price

The market price of our Class A common stock calddine as a result of sales of substantial amaafrisir Class A common stock in 1
public market after this offering, or the perceptthat these sales could occur. In addition, tf@s®rs could make it more difficult for us to
raise funds through future equity offerings. Theiikbe 39,015,034 shares of our Class A commonksstmd 14,023,454 shares of our
Class B common stock, which are convertible onefon-one basis into shares of Class A common stmaistanding immediately after this
offering.

All of the shares of our Class A common stsckd in this offering will be freely transferalidg persons other than our affiliates without
restriction or further registration under the Séws Act of 1933. Substantially all of the remaigishares of our Class A common stock,
including shares of Class A common stock issuedigomversion of shares of Class B common stock beikligible for immediate sale in
the public market pursuant to Rule 144 under thrmufsiies Act of 1933 (other than shares of comntorlsheld by our affiliates which will
be subject to volume limitations) subject to 18@-tteck-up agreements with the underwriters anduioshare retention policy. See
“Description of Capital Stock — Share Retentioni®dland “Shares Eligible for Future Sale — Salé®festricted Shares” and “— Lock-up
Agreements.”

We and our executive officers and directaord all of our shareholders have entered into 180lalzk-up agreements with the
underwriters. The lock-up agreements prohibit ez#als from selling or otherwise disposing of shaxesommon stock except in limited
circumstances. The lock-up agreements are onlyacioil agreements, and J.P. Morgan SecuritiesahttBanc of America Securities LLC,
at their discretion, can waive the restrictiongny lockup agreement at an earlier time without prior r@tic announcement and allow an
us to sell shares of common stock. If the restmdiin the lock-up agreement are waived, sharesio€lass A common stock will be
available for sale into the public market, subjecapplicable securities laws and our share reganiblicy, which could reduce the market
price for shares of our Class A common stock. Dare retention policy prevents, subject to somegtkans, our officers or the officers of
any of our direct or indirect subsidiaries at oowabdthe level of executive director, defined forgmses of this policy as Executives, from
selling or otherwise disposing of a number of shafecommon stock in any calendar year in excesmefthird of the number of shares of
common stock beneficially owned by such Executinghe first day of the calendar year. See “Desionipdf Capital Stock — Share
Retention Policy” and “Shares Eligible for Futur&lé&s— Sales of Restricted Shares.”

Michael S. Dunlap, Stephen F. Butterfield gedsons related to them and trusts in which ttaae beneficial interests have the right,
subject to limitations, to make two written demanédlelnet for registration with the Securities dexthange Commission of all or part of
their common stock. These shareholders also hagylpack registration rights for their common stéallowing the consummation of this
offering. See “Description of Capital Stock — Reasion Rights.”
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You will experience immediate and substantial ditt as a result of this offering

You will pay a price per share that substdiytiexceeds the per share value of our tangitdetasafter subtracting our total liabilities. As a
result, if we were to distribute our net tangibésets to our shareholders immediately following tffering, you would receive less than the
amount you paid for your shares of our Class A comstock. As of September 30, 2003, our net tapdibbk value was $2.59 per share of
common stock. After giving effect to the issuannd aale of 8,000,000 shares of our Class A comrtamk $n this offering, and after
deducting the underwriting discounts and estimafésting expenses that we will pay, our pro forned tangible book value as of
September 30, 2003 would have been $4.79 per shammmon stock. This represents an immediate &s&rén net tangible book value of
$2.20 per share to existing shareholders and aredrate dilution of $14.21 per share to new invesprchasing shares of Class A common
stock in this offering. See “Dilution.”

Our executive officers, directors and principal steholders own a large percentage of our common &taad will be able to control
substantially all corporate decision

Immediately after this offering, our execetiofficers, directors and principal shareholdeds lvgineficially own, in the aggregate, 71.0%
of our outstanding common stock and possess 91f4k& @ombined voting power of our common stoclkd dtichael S. Dunlap and
Stephen F. Butterfield, our Co-Chief Executive dfis, persons related to them and trusts in whiep have beneficial interests will
beneficially own an aggregate of 60.7% of our comrstmck and possess 88.4% of the combined votimgpof our common stock. Each
share of Class A common stock has one vote andgtaek of Class B common stock has ten votes onaiters to be voted upon by our
shareholders. As a result, our executive officéirectors and principal shareholders, as a groug Messrs. Dunlap and Butterfield, by
themselves, will be able to control substantiallynvatters requiring approval by our shareholdarsluding the election of all directors, and
they may do so in a manner with which you may mgoéa or which may not be in the best interest béoshareholders. See “Description of
Capital Stock — Common Stock.”

Our management will have broad discretion in theausf net proceeds from this offering and may noeutiem effectively

As of the date of this prospectus, we caspetify with certainty the amounts we will spendpamticular uses from the net proceeds that
we will receive from this offering. Our managemeiilt have broad discretion in the application oésle net proceeds, but currently intends to
use them as described in “Use of Proceeds.” Tharéaby our management to apply these net prooeféelstively could adversely affect our
ability to continue to develop our business.

Provisions of our charter and f-laws and Nebraska law may inhibit a takeover, whichuld negatively affect our stock pric

Provisions of our charter and by-laws couitdurage potential acquisition proposals or makeoire difficult for a third party to acquire
control of us. These provisions include, among sthie authority of our board of directors to ¢tee@nd issue rights entitling the holders
thereof to purchase our securities or the secsritfi@ny other corporation. In addition, we arejscifto the provisions of the Nebraska
Shareholders Protection Act, an anti-takeover lahich may also dissuade a potential acquiror ofammmon stock. These provisions may
make it more difficult or expensive for a third gato acquire a majority of our outstanding votstgck or may delay, prevent or deter a
merger, acquisition, tender offer or proxy contestich may negatively affect our stock price. SBescription of Capital Stock — Nebraska
Anti-takeover Law and Certain Charter and By-laww#sions.”

FORWARD-LOOKING STATEMENTS

This prospectus contains forward-lookingestants based on our current expectations, assump#stimates and projections about our
business and our industry that involve risks antkuainties. The
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forward-looking statements are contained principallthe sections entitled “Prospectus SummaryjskRFactors,” “Management’s
Discussion and Analysis of Financial Condition &®bults of Operations” and “Business.” In some sageu can identify forward-looking
statements by terminology such as “may,” “will,’htauld,” “could,” “would,” “expect,” “plan,” “anticpate,” “believe,” “estimate,” “project,”
“predict,” “intend,” “potential” or the negative auch terms or other similar expressions. Givesdhesks and uncertainties, you should not
place undue reliance on the forward-looking stat@meéNe undertake no obligation to update any fodwaoking statements for any reason,

even if new information becomes available or othants occur in the future, unless we have an atidig to do so under the federal secur
laws.
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USE OF PROCEEDS

Our net proceeds from this offering are eated to be $137.4 million, or $158.6 million if thaderwriters’ overallotment option is
exercised in full, after deducting the underwritoigcounts and estimated offering expenses thatilwpay.

We intend to use the net proceeds from thigsiag to originate and acquire interests in shtdeans potentially including up to
approximately $55 million to fund a portion of thequisitions described in “Prospectus Summary —em@l Acquisitions,” to repay any
revolving credit indebtedness outstanding at theint of this offering and for general corporatepmses, including capital expenditures,
working capital and possible acquisitions completagnto our business. The indebtedness to be répagyolving credit indebtedness with a
weighted average interest rate of 1.40% as of @ct8h, 2003, and that matures on September 24, Z0@proceeds of the indebtedness to
be repaid were used to refinance one of our operdities of credit. The borrowings under that lrieredit were used to finance our 2001
acquisition of EFS, Inc., an Indiana student loanvising and secondary market company. We do no¢ebrevolving credit indebtedness to
be repaid with the net proceeds of this offeringxoeed $35 million, which was the amount of sunctebtedness outstanding on
November 21, 2003. Except as describe“Prospectus Summary — Potential Acquisitions,” werently have no agreements or
understandings with respect to any material actijprisi

A portion of the net proceeds from this afigrmay be applied to capital expenditures, whichld include costs incurred in connection
with expanding our sales and marketing forces. Sx@ansion may include up to the addition, betw&egust 2003 and the end of the first
quarter of 2004, of approximately 10 additionalsoemel, who market to schools and are dispersedghout the country. During the same
time period, we may also use a portion of the netgeds from this offering to add up to approxiryal®0 direct consumer marketing
personnel in Denver, Colorado, 70 in Lincoln, Neskeaand 30 in Fredericksburg, Virginia.

The foregoing uses of the net proceeds flumdffering represent our current intentions bagaoh our present plans and business
condition. We retain broad discretion in the alltmaand use of the net proceeds of this offering @ change in our plans or business
condition could result in the application of the peoceeds from this offering in a manner othentha described in this prospectus. Pending
the uses described above, we intend to investeghproceeds from this offering in our student lpartfolio and/or short-term, investment
grade securities.

DIVIDEND POLICY

We have not declared or paid dividends oncapital stock during 2001, 2002 or 2003 and damtend to pay any cash dividends on our
common stock. Any future determination to pay dévids will be at the discretion of our board of dioes and will depend on our financial
condition, results of operations, capital requirataeand other factors that our board of directoay asleem relevant.
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CAPITALIZATION
The following table sets forth our capitatina as of September 30, 2003:

* on an actual basis; and

« 0on an as adjusted basis to give effect to theafeBe000,000 shares of our Class A common stod¢kigoffering and the use of a porti
of the net proceeds from this offering to repayotewng credit indebtedness; $30 million of suchehtedness was outstanding on
September 30, 2003, and $35 million was outstandmblovember 21, 200.

You should read this table in conjunctionhwitlanagement’s Discussion and Analysis of FinanCiendition and Results of Operations”
and our financial statements and the related notésded elsewhere in this prospectus.

As of September 30, 2003

Actual As adjusted

(in thousands, except share data)

Bonds and notes payalt $10,892,34 $10,862,34
Shareholder equity:
Preferred stock, $0.01 par vall
50,000,000 shares authorized; no shares issued or
outstanding actual or as adjus — —
Class A common stock, $0.01 par vall
600,000,000 shares authorized; 31,015,034 shanesdsan
outstanding actual and 39,015,034 as adjL 31C 39C
Class B common stock, $0.01 par val
15,000,000 shares authorized; 14,023,454 shanesdssd
outstanding actual and as adjus 14C 14C
Additional paic-in capital 43,21¢ 180,49¢
Retained earning 87,55: 87,55:
Total shareholde’ equity 131,22: 268,58:
Total capitalizatior $11,023,56 $11,130,92
| |
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DILUTION

If you invest in our Class A common stockuymterest will be diluted to the extent of théfelience between the initial public offering
price per share of our Class A common stock anghtbdorma net tangible book value per share ofoaummon stock after this offering.

Our net tangible book value as of September 303 204 approximately $116.8 million, or $2.59 pearghof common stock. Net tangil
book value per share represents total tangibldsakess total liabilities, divided by the numbersbires of common stock outstanding. After
giving effect to the issuance and sale of 8,0004)@0es of our Class A common stock in this offgrand after deducting the underwriting
discounts and estimated offering expenses that Weay, our pro forma net tangible book value &September 30, 2003 would have been
approximately $254.2 million, or $4.79 per share@imon stock. This represents an immediate inergaset tangible book value of
$2.20 per share to existing shareholders and arediate dilution of $14.21 per share to new invesfmrchasing shares of Class A common
stock in this offering.

The following table illustrates this dilution

Assumed initial public offering price per shi $19.0(
Net tangible book value per share as of Septemhe2®3 $ 2.5¢
Increase per share attributable to this offe $ 2.2C

Pro forma net tangible book value per share dfisrdffering $ 4.7¢

Dilution per share to new investc $14.21

|

The following table summarizes, as of Septend®, 2003, on a pro forma basis, the total nurobshares of common stock acquired
from us for cash (in one case for cash and seiviging the past five years by existing sharehwsl@ed the total consideration received by
us and the average price per share paid by therbyandw investors purchasing shares of Class A comstock in this offering, before
deducting the underwriting discounts and estimafésting expenses that we will pay:

Shares purchased

Total consideration

Percent of Average price
Number total shares Amount Percent per share
Existing shareholders purchasing
shares in the past five ye: 31,547,25 79.6% $ 3,981,43 2.€% $ 0.1:
New investors 8,000,001 20.2% 152,000,00 97.4% $19.0¢
Totals 39,547,25 100.(% $155,981,43 100.(%
.| I L] I
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SELECTED CONSOLIDATED FINANCIAL DATA

You should read the selected consolidatezhfifal data set forth below in conjunction with “Magement’s Discussion and Analysis of
Financial Condition and Results of Operations” andfinancial statements and the related notesided elsewhere in this prospectus. We
derived the financial data as of December 31, 20@22001 and for the years ended December 31, 2002,and 2000 from our audited
financial statements included elsewhere in thispectus. We derived the financial data as of Deeer@b, 2000, 1999 and 1998 and for the
years ended December 31, 1999 and 1998 from outedufthancial statements not included in this pextus. We derived the financial d
as of September 30, 2003 and for the nine monttisde8eptember 30, 2003 and 2002 from our unaufiitedcial statements included
elsewhere in this prospectus; and such unauditednmfinancial statements reflect all materialustiments, consisting only of normal
recurring accruals, which, in the opinion of marmagat, are necessary for a fair presentation. Refulinterim periods are not necessarily
indicative of results to be expected during theaiwmer of the fiscal year or for any future periods

Nine months ended
September 30, Year ended December 31,

2003 2002 2002 2001 2000 1999 1998

(dollars in thousands, except per share data)
Income Statement Data:

Net interest incom $ 13382 $ 156,29¢ $ 190,90 $ 11456! $ 64,85 $ 59,53t $  19,85:
Less provision for loan

losses 8,87t 3,31¢ 5,581 3,92t 1,37( 1,80( 89¢
Net interest income aft

provision for loan losse 124,95 152,97 185,31 110,64( 63,48 57,73¢ 18,95¢
Loan servicing and other

fee income 74,47( 80,18¢ 103,89¢ 93,17: 66,01¢ — —
Software services and other

income 13,98¢ 15,12¢ 21,90¢ 7,718 8,431 5,38 7,50€
Derivative market value

loss (4,637) (579 (579 (2,967) — — —
Operating expenst 178,82 172,92¢ 234,70: 195,43t 131,19¢ 47,417 22,08¢
Income before income tax

and minority interes 29,95 74,78¢ 75,84 13,12¢ 6,73: 15,70¢ 4,37¢
Net income 16,77 47,85 48,53¢ 7,147 4,52( 9,671 2,87¢
Earnings per share, basic

and dilutec $ 037 $ 1.0e $ 1.0¢ $ 0.1€ $ 0.11 $ 04z $ 0.14
Weighted average shares

outstanding 45,019,82 44,971,29 44,971,29 44,331,49 41,187,23 22,863,44 21,000,00
Other Data:
Origination and acquisition

volume(a) $ 3,173,32!  $ 2,113,123 $ 2,665,78 $ 1,448,60 $ 1,027,491 $ 2,015,26. $ 700,31
Average student loar $9,432,51. $ 8,056,04 $8,171,89¢ $ 513522 $ 3,388,151 $ 1,750,09 $ 1,147,84.
Student loans serviced (at

end of period $18,341,40 $17,393,68 $17,863,21  $16,585,29 $11,971,09 $ — 3 —
Ratios:
Net interest margin(k 1.7¢% 2.3% 2.15% 2.0¢% 1.7€% 2.6(% 1.24%
Return on average total

asset: 0.21% 0.7(% 0.52% 0.12% 0.12% 0.32% 0.21%
Return on average equi 17.8% 67.1% 49.2% 11.7% 8.2% 99.6% 109.2%

Net loan charc-offs as a
percentage of average
student loan 0.07% 0.03€6% 0.047% 0.042% 0.055% 0.03%% 0.022%
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As of As of December 31,

September 30,
2003 2002 2001 2000 1999 1998
(in thousands)

Balance Sheet Data

Cash and cash equivalel $  34,65( $ 40,15t $ 36,44( $ 23,26 $ 26,49; $ 11,63¢
Student loan receivables, r 10,059,922 8,559,42| 7,423,87. 3,585,94. 2,989,98! 1,814,62!
Total asset 11,152,99 9,766,58: 8,134,56! 4,021,94: 3,302,09:i 2,739,60!
Bonds and notes payalt 10,892,34 9,447,68; 7,926,36; 3,934,13 3,265,53; 2,718,70!
Shareholder equity 131,22: 109,12: 63,18¢ 54,16 15,38( 4,03¢

(@) Initial loans originated and acquired throwghious channels, including originations through divect channel and acquisitions through
our branding partner channel, our forward flow atelrand the secondary mark

(b) Net interest margin is computed by dividing neemest income by the sum of average student loath¢henaverage balance of otl
interest earning asse
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion and anglyg our management of our financial condition aeslults of operations in

conjunction with our “Selected Consolidated Finalddata” and our financial statements and the reldtotes included elsewhere in this
prospectus

Overview

We are a vertically integrated educationricecompany, with over $11 billion in total assetsking us one of the leading education

finance companies in the country. We are focuseproniding quality products and services to paptieits in the education finance process.
Headquartered in Lincoln, Nebraska, we originatéd land service student loans, principally loangionated under the Federal Family
Education Loan Program. For 2002, we were the Ifiolargest holder and second largest servicer ol lPHBRans. In addition, we, together
with our branding partners, originated and acquapproximately $3.2 billion of student loans in tiiee months ended September 30, 2003
and $2.7 billion of student loans in 2002, makisgaueading originator and acquirer of studentdoan

Our business is comprised of four primarydoi@ and service offerings:

» Asset management, including student loan originat®and acquisitionsWe provide student loan sales, marketing, origame;
acquisition and portfolio management. We own adgrgrtfolio of student loan assets through a sefiesiucation lending subsidiaries.
As of September 30, 2003, our student loan podfets $10.1 billion, consisting of over 99% of FFElbans and less than 1% of
private loans. We generate loans owned in speuigigse lending facilities through direct originatior through acquisition of loans.
We generate the majority of our earnings from tiread between the yield we earn on our studentpoatfiolio and the cost of funding
these loans. We also provide marketing and salgsostiand managerial and administrative suppoated|to our asset generation
activities, as well as those performed for our Hnag partners or other lenders who sell us loaeseRues are primarily generated from
interest earnings. While our net interest margily wary due to fluctuations in interest rates, goweent special allowance payments
ensure that we receive a minimum yield on our stuti&ns, so long as certain requirements are

Student loan servicingWe service our student loan portfolio and the didé of third parties. We currently service oryicke complet
outsourcing of servicing activities for more tha8%illion in student loans, including approximgt&B.7 billion of loans in our own
portfolio. The servicing activities provided inckitban origination activities, application procesgiborrower updates, payment
processing, claim processing and due diligenceguha®s. These activities are performed internaliyofir own portfolio in addition to
generating fee revenue when performed for -party clients

Guarantee servicingWe provide servicing support to guaranty ageneidsch includes system software, hardware and
telecommunication support, borrower and loan upjatefault aversion tracking services, claim pregggservices and post-default
collection services. We currently provide servicgupport to agencies that guarantee $20 billioRFELP loans. These activities
generate fee revenue in addition to expanding elationship with other participants in the eduaafinance sectol

Servicing softwareWe provide student loan servicing software intdynahd to third-party student loan holders and isens. We
currently service more than $18 billion in studkerins, which makes us the second largest servidefleLP loans, according to SLSA
statistics. Our software is also used by thirdiparp service an additional $27 billion in studeins. We earn software license and
maintenance fees annually from third-party clidotsuse of this software. We also provide computarsulting, custom software
applications and customer service supg
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In accordance with accounting principles galgaccepted in the United States, our asset genant and student loan servicing
offerings constitute reportable operating segmeédis.guarantee servicing and servicing softwareroffjs are operating segments that do not
meet the quantitative thresholds, and, thereforeireluded as other segments that do not meeepwtable segment criteria. In the nine
months ended September 30, 2003, our asset managetuelent loan servicing and other segments geek650.8%, 40.1% and 9.1%,
respectively, of our total segment revenues and¥%323.3% and 3.5%, respectively, of our segmeninceme. For additional information,
see note 19 of the notes to consolidated finaistééments.

Our student loan portfolio has grown sigrfidy through origination and acquisition. With ttevelopment of our fully integrated
platform, we are positioned for sustained orgamasngh. We originated and acquired $3.2 billion tofdent loans in the nine months ended
September 30, 2003 and $2.7 billion in studentdaduring 2002 through various channels, including:

« our direct channel, in which we originate studeatns in one of our brand names directly to studadtparent borrowers, which
accounted for 52.2% and 40.7% of the student leaneriginated and acquired in the nine months er@kgtember 30, 2003 and in
2002, respectively

« our branding partner channel, in which we acquindent loans from lenders to whom we provide mamkeand origination services,
which accounted for 22.8% and 19.5% of the stulterts we originated and acquired in the nine moettted September 30, 2003 and
in 2002, respectively; ar

« our forward flow channel, in which we acquire stud®ans from lenders to whom we provide originats@rvices, but provide no
marketing services, or who have agreed to sellddamus under forward sale commitments, which agtalifor 15.3% and 21.7% of t
student loans we originated and acquired in the mionths ended September 30, 2003 and in 2002 atbsgly.

In addition, we also acquire student loamsugh spot purchases and whaotenpany acquisitions, which accounted for 9.7% Hd% o
student loans that we originated and acquiredemthe months ended September 30, 2003 and in 28§ ctively. We have increased our
student loan portfolio by $6.4 billion over thetlaso years and nine months, including $2.9 billafioans acquired in subsidiary
acquisitions.

Our student loan portfolio and asset growihlve significant factors in determining futureogvth in our net interest income as our
primary source of income is interest earned onstwdlent loan portfolio. If our student loan poridbatontinues to grow and our net interest
margin remains relatively stable, we expect ourimerest income to increase after adjusting forariable rate floor income. Interest
income, and to a certain extent our net incomalsis dependent upon the relative level of interatsts. While we expect our student loan
portfolio and interest earning assets to contiiougrow, which should cause interest income andiegsrgrowth, we do not expect to contit
to grow at historical levels. Specifically, our metome for the nine months ended September 3@ 866reased $31.1 million, or 65.0%, as
compared to the comparable period in 2002. Netestencome decreased by $22.5 million, or 14.4%tHe nine months ended
September 30, 2003 as compared to the comparatide pe 2002. However, net interest income, exalgdie effects of variable rate floor
income, increased approximately $11.9 million, @19%, for the nine months ended September 30, 26@®mpared to the comparable
period in 2002. This increase in net interest inepaxcluding variable rate floor income, has rezuiftom the portfolio growth previously
discussed. Variable rate floor income occurs itadedeclining interest rate environments, and aenot predict whether these interest rate
environments will occur in the future. We generaltynot anticipate receiving or plan to receivaalae rate floor income.

We have positioned ourself for growth by 8inigy a strong foundation through mergers and atquis of related and unrelated entities.
Although our assets and loan portfolios increabealigh these transactions, a key aspect of eagsatriion was its impact on our prospective
organic growth and the development of our integratatform of services. As a result of our rapidwth, the development of
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our platform and changes in operations, periodeigegl comparability of our results of operationsyrba difficult. The following are the
significant acquisitions that we have made sind@020

« We acquired the operations of UNIPAC Service Caapion, a related entity, in March 2000, which addediicing operations and
growth potential

* We added the servicing and origination operatidriauition Holdings, Inc. in June 2000, which exypl@d our presence in the
southeastern United Stat

* We acquired MELMAC, Inc., a Maine student loan camyg in January 2001, which increased our FFELFfqar by $424 million,
and increased our presence on the East C

* We acquired GuaranTec, LLP in June 2001, which iested our products and services through the addifiguarantee servicing.

» We acquired EFS, Inc. in December 2001, which m®ed our origination opportunities in the Midwéstreased our loan servicing
operations and added $2.5 billion to our FFELPfpbat

» We acquired Idaho Financial Associates, Inc. irudan2002 and Charter Account Systems, Inc. in 232, which further secured ¢
expanded our product suite through proven andddsen servicing software produc

« We acquired UFS Securities, LLC in August 2003,clladded broker-dealer services to our services.

Our earnings and earnings growth are direxffiycted by the size of our portfolio of studerdans, the interest rate characteristics of our
portfolio, the costs associated with financing amhaging our portfolio and the costs associatek thi origination and acquisition of the
student loans in the portfolio. See “Liquidity a@edpital Resources — Student Loan Portfolio.”

Net Interest Income

We generate the majority of our earnings ftbmspread between the yield we receive on oufghiorof student loans and the cost of
funding these loans. This spread income is repantegur income statement as net interest income.ahfortization and write-offs of
premiums or discounts, including capitalized castsrigination, the consolidation loan rebate fed gield adjustments from borrower ben
programs are netted against loan interest incommuoimcome statement. The amortization and wrife-af bond issuance costs are included
in interest expense on our income statement.

Our portfolio of FFELP loans generally eaimgrest at the higher of a variable rate basetherspecial allowance payment, or SAP,
formula set by the DOE, and the borrower rate, Widdixed over a period of time. The SAP formuddased on an applicable index plus a
fixed spread that is dependent upon when the Iasosiginated and the loan’s repayment status. mépg on the type of student loan and
when the loan was originated, the borrower ragatieer fixed to term or is reset to a market rateheJuly 1. Loans that reset annually on each
July 1 can generate excess spread income as cairtpaie rate based on the SAP formula in certatliging interest rate environments.
refer to this additional income as variable rat@iflincome and it is included in loan interest imeoas described further in “— Results of
Operationsbelow. Historically, we have earned excess spreadariable rate floor income, in declining intdresgte environments as recel
as our most recent fiscal year. Since the rateseart annually, we view these earnings as temparat not necessarily sustainable. Our
ability to earn variable rate floor income in thiture periods is dependent upon the interest rateanment following the annual reset of
borrower rates, and we cannot assure that suchoamvent will exist in the future.
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The table below sets forth the weighted ayeifzorrower interest rate and weighted averageeteinterest rate for all variable-rate student
loan assets for the period indicated.

As of September 30, As of December 31,
2003 2002 2002 2001 2000
Weighted average borrower interest 3.87% 5.2¢% 4.97% 7.02% 7.8(%
Weighted average lender interest 1 3.54% 4.4(% 4.27% 6.23% 7.8(%

Because we generate the majority of our agmirom the spread between the yield we receiveuomortfolio of student loans and the
cost of financing these loans, the interest ratsitigity of our balance sheet is very importanbto operations. The current and future inte
rate environment can and will affect our interesiings, net interest income and net income. Tfee®sfof changing interest rate
environments are further outlined in “— Interest&RkRisk” below.

On those FFELP loans with fixed to term bareorates, primarily consolidation loans, we eaeriest at the greater of the borrower rate
or a variable rate based on the SAP formula. Sieéinance the majority of our student loan poitfalith variable-rate debt, we may earn
excess spread on these loans for an extended périmae.

On most consolidation loans, we must pay)a&%. per year rebate fee to the DOE. Those consaidbbans which have variable interest
rates based on the SAP formula earn a yield lessttiat of a Stafford loan. Those consolidatiom$oahich have fixed interest rates less 1
the sum of 1.05% and the variable rate based o8AtReformula also earn a yield less than that $fadford loan. As a result, as consolida
loans matching these criteria become a largergodf our loan portfolio, there will be a lower ldeon our loan portfolio in the short term.
However, due to the extended terms of consoliddtians, we expect to earn the yield on these lé@re longer duration, making them
beneficial to us in the long term.

A portion of our FFELP loan portfolio, witmautstanding balance of $1.4 billion as of Septend®, 2003, is comprised of loans which
were previously financed with tax-exempt obligatiassued prior to October 1, 1993. Based upon pians of the Higher Education Act and
related interpretations by the DOE, we believe thaimay be entitled to receive special allowangammnts on these loans providing us with
a 9.5% minimum rate of return. To date, we haveraobgnized interest income generated by these lbased on the 9.5% minimum rate of
return. We have asked the DOE to confirm that veeaiowed to recognize the income based on the @i%num rate of return. We have
deferred recognition of this excess interest incpereding satisfactory resolution of this issue oASeptember 30, 2003, the amount of
excess interest income deferred totaled approxiyn@g®.3 million. Since we did not refinance loamith the aforementioned tax-exempt
obligations until 2003, all of this deferred incomas recorded this year.

In declining interest rate environments, \&a earn significant amounts of variable rate fimoome. The more drastic the reduction in
rates subsequent to the July 1 annual borrowerestteate reset date, the greater our opportumigatn such income. Conversely, as the
decline in rates abates, or in environments whegegast rates are rising, our opportunity to eamable rate floor income can be reduced, in
some cases substantially. This, for example, oedurr the nine months ended September 30, 2008ragared with the comparable perioc
the prior year. Although we have been in a histdlydow interest rate environment, interest ratase been rising since the second quarter of
2003, possibly from a recovering economy. As irgerates increase, we incur greater financing amsisur variable rate financings. An
increase in our financing costs, in turn, decreéisespread between the rate of our FFELP loan&kwhset annually) and the rate of our
financings, ultimately causing a decrease in végiaate floor income.

Investment interest income includes incomenfunrestricted interest-earning deposits and fimdsir special purpose entities for our
asset-backed securitizations.
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Provision for Loan Losse

We maintain an allowance for loan lossesa@ased with our student loan portfolio at a levedttis based on the performance
characteristics of the underlying loans. We anatheeallowance separately for our FFELP loans andhavate loans.

The loan loss allowance attributable to FFEdtadhs consists of two components: a risk shamisgmve and a reserve for rejected guaranty
agency claim losses, caused mainly by servicingalef The risk sharing reserve is an estimate basélse amount of loans subject to the
risk sharing and on the historical experience e$és. The rejected claim loss reserve is basduedmgtorical trend of ultimate losses on Ic
initially rejected for reimbursement by guarantgagies. FFELP loans are guaranteed as to bothigmirand interest and, therefore, continue
to accrue interest until the time they are paidh®yguaranty agency. Once a FFELP loan is rejdotetiaim payment, our policy is to
continue to pursue recovery of principal and irder@hether by curing the reject or collecting frime borrower. We attempt to cure the
rejected claims through our collection efforts. &September 30, 2003, we had an allowance for llesses on FFELP loans aggregating
approximately $11.0 million.

In determining the private loan loss allonenee divide the portfolio into various categorigsch as the type of program, loan status and
months into repayment. We then estimate defaukedan the borrowers’ credit profiles, net of estied recoveries. We place a private loan
on non-accrual status and charge off the loan winerollection of principal and interest is 120 sigast due. We utilize this data to estimate
the amount of losses in the portfolio, net of sgjoeat collections, that are probable of occurreAseof September 30, 2003, we had an
allowance for loan losses on private loans of axiprately $4.7 million.

The evaluation of the provision for loan lesss inherently subjective, as it requires maltestimates that may be subject to significant
changes. The provision for loan losses reflectattwity for the applicable period and providesadlowance at a level which our
management believes is adequate to cover prohadsed inherent in the loan portfolio.

Other Income

We also earn fees and generate income frber gburces, including principally loan serviciggarantee servicing and licensing fees on
our software products. Loan servicing fees arerdeted according to individual agreements with oaostrs and are calculated based on the
dollar value or number of loans or accounts sedvioe each customer. Guarantee servicing feesaresd as a result of our providing system
software, hardware and telecommunication supportplver and loan updates, default aversion trackargices, claim processing services
and post-default collection services to guarangnages. Guarantee servicing fees are calculateztilms the number of loans serviced or
amounts collected. Software services income indwsddétware license and maintenance fees assoeidtedtudent loan software products as
well as certain loan marketing fees. We also chaggeowers fees on certain private loans, bottrigtration and when the loan enters
repayment, which help to compensate for anticipliad losses. In addition, we earn fee income omesof our securitization transactions
through UFS Securities LLC, our wholly owned breklealer, or UFS Securities, which effectively deses our costs associated with
accessing this market. UFS Securities sells cettaiithes of our auction rate securities in a @kér dealer arrangement with certain third-
party broker-dealers. UFS Securities is paid tmeesamount of fees as the third-party broker-dedterselling the auction rate securities.
Since UFS Securities, which was acquired in Aug0$8i3, is our wholly owned subsidiary, these satekthe fees received for the sales by
our wholly owned subsidiary will have the effectreflucing our overall costs on the sales of outiancate securities.

As we expand our student loan origination acquisition activities, we may face increased cetitipn with some of our servicing
customers. In the past, including in one case B828ervicing customers have terminated their sgnyirelationships with us. Furthermore,
we could in the future lose more servicing custaaer a result of such increased competition. Howydlve vast majority of our servicing
agreements provide for life-of-loan servicing of #xisting loans, and, as such, we do not expect
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this loss or the potential future loss of custonterisave a material adverse effect on our res@ilbperations for the foreseeable future.

One of our guarantee servicing customers receotified us of its intention not to renew its seiuig contract. The loss of this custome
not expected to have a material effect on our tesiloperations due to the relative portion of eamings attributable to guarantee servicing
revenue and the size of the individual customer.

The income and revenues provided throughsetuicing software operations have increased ianmeygears with the acquisitions of Idaho
Financial Associates, Inc. and Charter Account@wyst Inc. To the extent that our servicing softwiaense and maintenance revenues
continue to increase, we believe that such increélserimarily come from our existing customer leas

Operating Expense
Operating expenses include costs incurredanage and administer our student loan portfoltbaur financing transactions, costs
incurred to generate and acquire student loangiandral and administrative expenses, which inctwdporate overhead. Operating expenses

also include amortization of intangible assetstegldo acquisitions.

Other Significant Drivers

In addition to the impact of growth of oundént loan portfolio, our results of operations &indncial condition may be materially
affected by, among other things, changes in:

« applicable laws and regulations that may affectviblame or terms of education loans;

« demand for education financing and competition imithe student loan industry;

« the interest rate environment, funding spreadsusrfinancing programs and access to capital markets
« prepayment rates on student loans, including prapays relating to loan consolidation; and

« acquisition costs of student loan assets.

See “Risk Factors” for more information oe impact of these factors on our results of openatand financial condition.

Results of Operations

Nine months ended September 30, 2003 comparedre nionths ended September 30, 2(

Net interest incomd.oan interest income decreased by $41.5 milliord,38%, during the nine months ended Septembe2(BIB as
compared to the comparable period in 2002. Thisedee was a result of changes in the intereseratieonment, in the pricing characteris
of our student loan assets and in the size of toiglesit loan portfolio. Lower interest rates in thiee months ended September 30, 2003
caused a decrease in the average net yield oriualarg loan portfolio to 3.82% from 5.16% for trengarable period in 2002. Variable rate
floor income decreased approximately $34.3 milim@approximately $12.7 million during the nine musiended September 30, 2003 from
approximately $47.0 million for the comparable pdrin 2002, due to the timing and relative chamgtierest rates during the periods.
Essentially, prevailing interest rates declinedstically subsequent to the July 1, 2001 annualdveer interest rate reset date compared to
their less substantial decline following the redfatates on July 1, 2002. Consequently, we real&guificantly less variable rate floor income
during the nine months ended September 30, 2008vilkeadid in the comparable period in 2002. The Wid average interest rate on our
student loan portfolio decreased during the ninetended September 30, 2003 due to lower intextest, together with the addition of
lower yielding consolidation loans. The lower weggghaverage loan interest rate resulted in a rextugt loan interest income of
approximately $37.0 million. Consolidation loanisity also increased the amortization and writesaff acquisition costs
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and increased the consolidation rebate fee, reduoan interest income an additional approxima$dly.1 million during the nine months
ended September 30, 2003. The reduction in lo@ndat income resulting from the decline in interagtés and reduction in variable rate floor
income was partially offset by an increase in cantfplio of student loans. The average student jpantfolio increased by approximately
$1.4 billion, or 17.1%, during the nine months eh&eptember 30, 2003 as compared to the comparabtel in 2002, which increased loan
interest income by approximately $45.6 million digrihe nine months ended September 30, 2003 asazethid the comparable period in
2002.

Investment interest income decreased $3.lbmilor 21.3%, during the nine months ended Sep&rr80, 2003 as compared to the
comparable period in 2002. This decrease was dtieettermination of a joint venture with a largesfincial institution in the second quarte!
2003.

Interest expense on bonds and notes payabteased $22.3 million, or 13.1%, during the nirths ended September 30, 2003 as
compared to the comparable period in 2002. Thisedae occurred despite an increase in averagedtiabf approximately $1.4 billion,
specifically an increase in average variable-ratet df $1.5 billion, which increased interest exgeehy approximately $16.8 million. The
reduction in interest rates, specifically LIBOR aattion rates, decreased our average cost of tortl92% in the nine months ended
September 30, 2003 from 2.55% in the nine montkhe@iBeptember 30, 2002. As a result, interest esepeacreased approximately
$34.7 million during the nine months ended Septer80e2003 as compared to the comparable peri@d02. We reduced average fixeate
debt by $182.3 million during the nine months en8egtember 30, 2003, which decreased our ovetaliist expense by approximately
$8.0 million as compared to the comparable pemo2002. Interest expense on bonds and notes pagabitey the nine months ended
September 30, 2003 includes additional amortizadinth write-offs of bond issuance costs of $2.6iarilincurred as a result of refinancing
certain debt transactions.

As a result of the foregoing, net interest incoraerdased by $22.5 million, or 14.4%, during theemmonths ended September 30, 20(
compared to the comparable period in 2002. Ouimtetest margin decreased to 1.76% during the mioeths ended September 30, 2003
from 2.38% for the comparable period in 2002. Métriest income, excluding the effects of variabke floor income of $12.7 million during
the nine months ended September 30, 2003 and #4llidn for the comparable period in 2002, increhspproximately $11.9 million to
approximately $121.2 million during the nine monémsled September 30, 2003 from approximately $10@I®n for the comparable period
in 2002.

Provision for loan lossed.he provision for loan losses for FFELP and privatns increased $5.6 million, or 167.4%, during ime
months ended September 30, 2003 as compared tortigarable period in 2002. The provision for loassks for FFELP loans increased
$1.0 million during the nine months ended Septen3Pe2003 compared to the comparable period in 2@2to the increase in the size of
our FFELP loan portfolio. The provision for loarsses for private loans increased $4.5 million dytive nine months ended September 30,
2003 compared to the comparable period in 200% iflcrease was due to a provision of $4.0 mill@nan identified pool of private loans
based on aging, delinquency and performance of islecttified pool. This pool of private loans wasiied to borrowers attending a single
school, and, in early 2002, we ceased making prilens to borrowers attending that school. Theaneimg increase of $500,000 was due to
the increase in size of our private loan portfolio.

Other incomeTotal other income decreased $10.9 million, or %i,.8uring the nine months ended September 30, 88@®mpared to tl
comparable period in 2002. Loan servicing and ofteelincome decreased $5.7 million, or 7.1%, saivervices and other income
decreased $1.1 million, or 7.5%, and derivativekevalue adjustment loss increased $4.1 millioringuthe nine months ended
September 30, 2003 as compared to the comparatidel e 2002.

Loan servicing and other fee income decredsedo the reduction in the number and dollar amhofiloans we serviced for third parties.
Total third-party loan servicing volume decreasgd&6 million, or 7.0%, during the nine months eh&eptember 30, 2003 as compared to
the comparable period in 2002. This resulted ie@ehse in loan servicing income of $9.6 milliomiig the nine months ended
September 30, 2003 as compared to the comparatie pe 2002. This decrease in income was offset by
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an increase of $3.9 million of guarantee serviégimg@me during the nine months ended September(8IB &ue to higher guarantee volume.

Software services and other income decred8&dmillion during the nine months ended Septen3e2003 as compared to the
comparable period in 2002 due to additional ince@ened on a marketing contract during the nine hzoahded September 30, 2002 that
terminated in the fourth quarter of 2002. This dase was offset by an increase of $2.0 milliontdube acquisitions of Charter Accounts
Systems, Inc. in May 2002 and Idaho Financial Asges in January 2002 and an increase in othemeaaf $847,000 due to the acquisition
of UFS Securities in August 2003. In addition, ltge income on borrower payments increased $1l®miluring the nine months ended
September 30, 2003 as compared to the comparatidel fpe 2002.

The derivative market value adjustment lossdased as we utilized derivative instrumentséntotal notional amount of $3.5 billion in
the three months ended September 30, 2003 to gr@ddnomic hedges to protect against the impaathafrse changes in interest rates. The
derivative market value adjustment loss of $579,80be nine months ended September 30, 2002 wasodiine interest rate swap in the
notional amount of $500 million entered into in 2G0at expired in the second quarter of 2002. Sed Iquidity and Capital Resources —
Interest Rate Risk.”

Operating expense3otal operating expenses increased $5.9 milliol3.4%, during the nine months ended September(IB as
compared to the comparable period in 2002. Salaridbenefits increased $13.0 million, or 16.2%, taal other expenses decreased
$7.1 million, or 7.6%, during the nine months en&egtember 30, 2003 as compared to the comparabéapn 2002.

Salaries and benefits increased as a nonstask compensation expense of $5.2 million wasgeized in the three months ended
September 30, 2003 equal to the difference betweeproduct of the estimated initial public offayiprice and the number of shares issue
March 2003 and the total price paid by the empleybdeaddition, salaries expense increased $3l®miduring the nine months ended
September 30, 2003 as compared to the comparatide pe 2002 due to the termination of consultimgl @mployment agreements of six
employees. The remaining increase is due to thred@sed personnel from the acquisitions previousscdbed.

The net decrease in total other expenseseattributed to an increase of $1.2 million in tlepreciation and amortization of furniture,
equipment and leasehold improvements in the ninetimscended September 30, 2003 as compared to itgacable period in 2002. This
increase was offset by a decrease in the amodizafiintangible assets of $8.5 million due to aerintangible assets having been fully
amortized in 2002. Trustee and other debt-related increased $2.5 million, or 19.8%, during threemonths ended September 30, 2003 as
compared to the comparable period in 2002 as & r&fsa $1.4 billion increase in average total debtstanding. Occupancy and
communications expense increased $1.0 million10®%, during the nine months ended September 3B @6 compared to the comparable
period in 2002 as a result of increased telemarggedttivities related to consolidation loan origioas. Advertising and marketing expenses
decreased $3.7 million, or 35.5%, during the nirnths ended September 30, 2003 as compared toithgacable period in 2002 due to a
$2.4 million expense incurred on a large marketiogtract that was terminated in December 2002.réhmining decrease was due to large
purchases of marketing materials in the three nwatided September 30, 2002 related to the incremadabting activities related to
consolidation mailings. Professional services iasesl $2.6 million, or 42.7%, during the nine morghded September 30, 2003 as comparec
to the comparable period in 2002 as a result cfawuting selected borrower payment processingigesivn the three months ended June 30,
2002. Consulting fees and support services toaelparties decreased $3.7 million, or 54.3%, duttegnine months ended September 30,
2003 as compared to the comparable period in 28@2rasult of a $1.4 million decrease in consulfees due to the termination of a large
consulting agreement in December 2002. The ren@trease was due to the conversion related fae3mp2002 for the systems
conversion that occurred in November 2002. Posaagledistribution expenses increased $2.3 millior2%8%, during the nine months enc
September 30, 2003 as compared to the comparatide pe 2002 due to an increase in mass mailinggdonote origination of Stafford and
consolidation loans.
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Income tax expenskcome tax expense decreased $13.8 million, or%s1dring the nine months ended September 30, 2068
$27.1 million for the comparable period in 2002eda the decrease in income before income taxeseffactive tax rate was 44.4% for the
nine months ended September 30, 2003 as compaB&d3# for the comparable period in 2002. The iaseein the effective rate principally
was a result of the non-cash stock compensatioersepfor financial statement purposes that wasleactible for tax purposes.

Net incomeNet income decreased to $16.8 million for the miranths ended September 30, 2003 from $47.9 milonompared to the
comparable period in 2002, for the reasons discuabkeve.

Year ended December 31, 2002 compared to year eBaeember 31, 200

Net interest incomd.oan interest income increased by $86.7 million2'0:2%, for 2002 as compared to 2001. This incressethe result
of changes in the interest rate environment, irpti@ng characteristics of our student loan asaetsin the size of our student loan portfolio.
Lower interest rates in 2002 caused a decreaseiaverage net yield on our student loan porttolié.96% in 2002 from 6.20% in 2001.
Variable rate floor income increased approxima$dl9.9 million to approximately $49.8 million for @D from approximately $29.9 million
for 2001, due to the timing and relative changmiarest rates during the periods. The weightedameeinterest rate on our student loan
portfolio decreased in 2002 due to the lower irderates, together with the addition of lower yietflconsolidation loans. The lower weigh
average loan interest rate resulted in a reduatidman interest income of approximately $65.2 ioill Consolidation loan activity also
increased the amortization and writis of acquisition costs, reducing loan interesbime an additional approximately $40.4 millior2D02.
The reduction in loan interest income resultingrfriie decline in interest rates and the reductiorariable rate floor income was partially
offset by an increase in our portfolio of studex@rs. The average student loan portfolio increayeapproximately $3.0 billion, or 59.1%,
2002 as compared to 2001, which increased loaresttexcome by approximately $192.1 million for 208 compared to 2001, including the
increase related to variable rate floor income.

Investment interest income increased $4.0anjlor 23.6%, for 2002 as compared to 2001, duntapproximately $360.1 million
increase in average investment and interest-eadeépgsits during 2002.

Interest expense on bonds and notes payatriegised $14.3 million, or 6.5%, for 2002 as comgao 2001. Average variable-rate debt
increased $4.1 billion, which resulted in an ineea interest expense of $85.9 million. The reiduncin short-term interest rates, specifically
LIBOR, decreased our average cost of funds to 2.582002 from 3.95% in 2001. As a result, inteeegtense decreased approximately
$83.1 million in 2002 as compared to 2001. We iasesl average fixed-rate debt by $199.9 millionrdu#002, which increased our overall
interest expense by approximately $12.0 millioc@spared to 2001. In 2002, we first accessed tine securitization market. While the
interest expense associated with term securitizai®less than that associated with our otheridsbuments, the incremental benefit in 2
was negligible. While we expect that we will continto access the term securitization markets, weatgredict whether the benefits of our
accessing those markets will be material to owrlte®f operations in future periods.

As a result of the foregoing, net interesbime increased by $76.3 million, or 66.6%, for 2@8Zompared to 2001. Our net interest
margin increased to 2.15% for 2002 from 2.09% @@ Net interest income, excluding the effectgasfable rate floor income of
$49.8 million for 2002 and $29.9 million for 200t¢creased $56.4 million to $141.1 million for 200@m $84.7 million for 2001.

Provision for loan lossed.he provision for loan losses for FFELP and pridatns increased $1.7 million, or 43.3%, for 2082 a
compared to 2001. The provision for loan losse$-fELP loans decreased $100,000, or 3.0%, for 286@@mpared to 2001. The provision
for loan losses for private loans increased $118amj or 242.9%, for 2002 as compared to 2001sThcrease was due to a provision of
approximately $1.6 million for an identified podigrivate loans based on aging, delinquency anfbpeance of such identified pool. This
pool of private loans was limited to loans to bareos attending a single school, and, in early 20@2¢ceased making private loans to
borrowers attending that school. The
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remaining combined increase of $100,000, or 2.5%s due to the increase in size of our FFELP andigriioan portfolios.

Other incomeTotal other income increased $27.3 million, or 24,9 2002 as compared to 2001. Loan servicingaher fee income
increased $10.7 million, or 11.5%, software serwiaed other income increased $14.2 million, or 1%4.and derivative market value
adjustment loss decreased $2.4 million, or 80.502002 as compared to 2001.

Loan servicing and other fee income increased dgedwth in the loan servicing portfolio of $817rBllion in 2002 and the acquisition
EFS, Inc., which increased the servicing portfbljoan additional $1.0 billion in 2002. The changéhe loan servicing volume resulted in an
increase in loan servicing income of $1.3 millitmaddition, we acquired GuaranTec, LLP in Junel2@3ulting in an increase of
$8.7 million in guarantee servicing income in 2@82compared to 2001.

Software services and other income incredsiedo the acquisitions of Charter Account Systdnts,in May 2002 and Idaho Financial
Associates, Inc. in January 2002. These acquisitiegsulted in an increase in income of approxinga6l2 million in 2002 compared to 20!
Additional income of $6.6 million was earned on arketing contract in 2002 that was not in existenc2001. Other income also included
increase in administrative services income of $dillon in 2002 as compared to 2001 from the suppervices provided to FirstMark
Services, LLC, which was not in existence in 2001.

The derivative market value adjustment lessrelased as the interest rate swap entered i2@0ih expired in June 2002.

Operating expense3otal operating expenses increased $39.3 millio200l%, in 2002 as compared to 2001. Salariebandfits
increased $29.5 million, or 38.1%, and total otlsgrenses increased $11.3 million, or 10.1%, in 2892ompared to 2001. The increase in
salaries and benefits is due to the following:ahquisition of EFS, Inc. in December 2001, whictréased salaries and benefits by
$11.2 million, the acquisition of Idaho Financiadgociates, Inc. in January 2002, which increaskedisa and benefits by $7.9 million and
acquisition of Charter Account Systems, Inc. in N2@p2, which increased salaries and benefits by &lllion. The remaining increase in
salaries and benefits is due to an increase inatipprvices personnel and the rising cost of eygadenefits.

The net increase in total other expensedeaattributed to an increase in depreciation anarémation of $3.9 million, or 13.5%, in 2002
as compared to 2001, which includes an increatfeeimmortization of intangible assets of $3.4 willdue to acquisitions of EFS, Inc., Idaho
Financial Associates, Inc. and Charter Account@&wst Inc. in December 2001, January 2002 and M@g,2@spectively. The remaining
increase in depreciation and amortization was @altre§increased depreciation and amortizatioruohiture, equipment and leasehold
improvements in 2002 as compared to 2001, duestachuisitions previously described. Trustee ahdradebt related fees increased
$3.8 million, or 29.5%, in 2002 as compared to 2G&la result of the $4.3 billion increase in agertotal debt outstanding. Occupancy and
communications expense increased $3.9 million208%, in 2002 as compared to 2001 due to the atiquis previously described.
Advertising and marketing expenses increased $illibm or 13.7%, in 2002 as compared to 2001 duart increase in consolidation loan
origination activities. Professional services ired $5.9 million, or 175.3%, in 2002 as compane2DO01 as a result of technology-related
consulting in 2002 that did not exist in 2001. Qdtisg fees and support services to related padieseased $16.6 million, or 56.4%, in 2002
as compared to 2001. This decrease can be atdlibuge $9.7 million decrease due to the terminadioiine support services contract for
InTuition Holdings, Inc. and GuaranTec, LLP in Dedeer 2001, a $4.8 million decrease in contractelrtelogy services obtained from 5:
Solutions, Inc. related to the consolidation of servicing platform in December 2001 and a $2.lionildecrease as a result of a reduction in
consulting fees for services provided by relatedigg Other expenses increased $4.0 million, d8%] due to the acquisitions previously
described.

Income tax expenskicome tax expense increased to $27.7 million 6f¥2as compared to $5.4 million in 2001 due toitlcecase in
income before income taxes in 2002. Our effectiverate was 36.5% for 2002 as compared to 41.02001. The 2002 effective tax rate was
lower than the 2001 rate
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because other items, net, not deductible for tapgaes contributed positively to our effective tate in 2002 whereas they contributed
negatively in 2001.

Net incomeNet income increased to $48.5 million for 2002 frm1 million for 2001, for the reasons discusseova.

Year ended December 31, 2001 compared to year eBaéeegmber 31, 200

Net interest incomeé.oan interest income increased by $37.4 million1®i3%, for 2001 as compared to 2000. This increasethe result
of changes in the interest rate environment, irpti@ng characteristics of our student loan asartsin the size of our student loan portfolio.
Lower interest rates in 2001 caused a decreaseiaverage net yield on our student loan porttoli6.20% in 2001 from 8.29% in 2000.
Variable rate floor income increased approxima$29.9 million in 2001, due to the timing and relatchange in interest rates during the
periods. There was no variable rate floor incom20d@0. The weighted average interest rate on odest loan portfolio decreased in 2001
due to the lower interest rates, together withathgition of lower yielding consolidation loans. Tlogver weighted average interest rate
resulted in a reduction in loan interest incomembroximately $75.0 million. Consolidation loanieity also increased the amortization and
write-offs of acquisition costs, reducing loan ne&t income an additional $3.5 million in 2001. Thduction in loan interest income resulting
from a decline in interest rates and reductionariable rate floor income was partially offset byiacrease in our portfolio of student loans.
The average student loan portfolio increased byamately $1.7 billion, or 51.6%, for 2001 as camgd to 2000, which increased loan
interest income by approximately $117.2 million 2801 as compared to 2000, which includes the &sereelated to variable rate floor
income.

Investment interest income decreased by ®illibn, or 6.4%, for 2001 as compared to 2000, thuthe decrease in interest rates on
invested funds.

Interest expense on bonds and notes payabteaked $13.4 million, or 5.7%, for 2001 as coeqgbém 2000. The decline in short-term
interest rates, specifically LIBOR, decreased aarage cost of funds to 3.95% in 2001 from 6.049000. As a result, interest expense
decreased approximately $72.8 million for 2001 @wmared to 2000. Additional average debt of $1.Haniissued during 2001 increased
our interest expense by approximately $57.0 milfam2001 as compared to 2000.

As a result of the foregoing, net interesbime increased by $49.7 million, or 76.7%, for 2@8Xompared to 2000. Our net interest
margin increased to 2.09% for 2001 from 1.76% fa®@® Net interest income, excluding the effectgasfable rate floor income of
$29.9 million for 2001 and $0 for 2000, increaspgraximately $19.8 million to approximately $84.7liman for 2001 from approximately
$64.9 million for 2000.

Provision for loan losse&he provision for loan losses for FFELP and privaans increased $2.6 million, or 189.8%, for 2@81
compared to 2000. The provision for loan losse$fefELP loans increased $1.9 million, or 135.7% 2001 as compared to 2000. The
provision for loan losses for private loans incezh$700,000, or 100.0%, for 2001 as compared t0.2Dfis increase was due to a provision
of approximately $400,000, for an identified pobpoivate loans based on aging, delinquency anfbpaance of such identified pool. This
pool of private loans was limited to loans to bareos attending a single school, and, in early 20@2¢ceased making private loans to
borrowers attending that school. The remaining dagtincrease of $2.2 million, or 160.6%, was duthe increase in size of our FFELP
and private loan portfolios.

Other IncomeTotal other income increased $23.5 million, or 34,51 2001 as compared to 2000. Loan servicingaiher fee income
increased $27.2 million, or 41.1%, software serviaed other income decreased $718,000, or 8.5%genndhtive market value adjustment
loss increased $3.0 million, or 100.0%, in 200t@®pared to 2000.

Loan servicing and other fee income increahexto the acquisition of InTuition Holdings, Ing.June 2000 and UNIPAC Service
Corporation in March 2000 resulting in an incremsmcome of
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$18.4 million in 2001 as compared to 2000. In addjtwe acquired GuaranTec, LLP in June 2001 whéshilted in an increase in guarantee
servicing of $8.7 million in 2001 as compared t®20

Software services and other income decreaseek recognized a cash gain on the sale of stlmham to a third party of $700,000 in
2000. Derivative market value adjustment loss iaseel as we entered into an interest rate swaplih. 20

Operating expense$otal operating expenses increased $64.2 milliod9d0%, in 2001 as compared to 2000. Salariedandfits
increased $25.6 million, or 49.5%, and total o#vgrenses increased $36.4 million, or 48.8% in 280¢ompared to 2000. The increase in
salaries and benefits expense was due to salapesse of $9.6 million related to the conversiomwarf servicing platform in December 2001.
The remaining increase was due to salary and leneffeases related to the acquisitions of UNIPAgEviee Corporation in March 2000,
InTuition Holdings, Inc. in June 2000 and GuaranTdd in June 2001.

The net increase in total other expensedeaattributed to an increase in depreciation andréimation of $11.3 million, or 65.2%%, in
2001 as compared to 2000, which included an inergathe amortization of intangible assets of $6illion due to acquisitions of UNIPAC
Service Corporation and InTuition Holdings, IncNiarch and June 2000, respectively. The remainiogease in depreciation and
amortization was the result of increased depremiaand amortization of furniture, equipment andédeld improvements in 2001 as
compared to 2000 related to the acquisitions desdrabove. Trustee and other debt related feesaged $3.8 million, or 41.6%, in 2001 as
compared to 2000 as a result of a $1.2 billionease in average total debt outstanding in 2001u@ecy and communications expense
increased $2.0 million, or 35.7% in 2001 as comp&oe2000 due to the acquisitions previously dégeti Advertising and marketing
expenses increased $5.6 million, or 122.8%, duelénge marketing services contract entered in20Dil. Professional services increased
$1.8 million, or 113.0%, in 2001 as compared to®@0e to an increase in revenue from payment psatgservices and origination
activities due to a complete year’s operation dfuition Holdings, Inc., which was acquired in J@890. Consulting fees and support
services to related parties increased $14.1 mjlboi®1.8%, in 2001 compared to 2000. Consultires f@nd support services to related parties
increased due to an $11.8 million increase in teldgy services contract related to the acquisitib6280 Solutions and a $5.0 million
increase due to the acquisitions of the outsousapgort services contract for InTuition Holdingss.land GuaranTec, LLP. Postage and
distribution expenses increased $1.9 million, a433 in 2001 as compared to 2000 due to the atigumisidiscussed above.

Income tax expenskicome tax expense increased to $5.4 million f@128s compared to $2.2 million in 2000 due to tioedase in
income before income taxes in 2001. Our effeciiverate was 41.0% for 2001 as compared to 32.99%000. The 2001 effective tax rate
was higher than the 2000 rate because other igehsnot deductible for tax purposes contributeghtigely to our effective tax rate in 2001
whereas they contributed positively in 2000.

Net incomeNet income increased to $7.1 million for 2001 fré#5 million for 2000, for the reasons discusseavab

Financial Condition

At September 30, 2003 compared to December 31, .

Total assets increased $1.4 billion, or 14.2%m $9.8 billion at December 31, 2002 to $11ilkdm at September 30, 2003. This was due
to an increase in student loans receivable of aqmetely $1.5 billion, or 17.5%, from $8.6 billiaat December 31, 2002 to $10.1 billion at
September 30, 2003. This increase was a resutitafnrewth in consolidation loans of approximatelySsbillion during the nine months enc
September 30, 2003. The increase in student lemedsable was offset by a decrease in restrictsd dae to loan program customers of
$92 million, or 69.2%. The decrease in restrictashcdue to loan program customers is a resultingj of second disbursements on loans
and reduced lockbox volume.
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Total liabilities increased $1.4 billion, b4.1%, from $9.7 billion at December 31, 2002 td.$lbillion at September 30, 2003. The
growth in liabilities was a result of an increasdoonds and notes payable of approximately $1libjlor 15.3%, from $9.4 billion at
December 31, 2002 to $10.9 billion at Septembe2B803. The increase in bonds and notes payabléedsrom additional borrowings to
fund our growth in student loans receivable dutmgnine months ended September 30, 2003. Theaiselia bonds and notes payable was
offset by a decrease in restricted cash due togoagram customers of $92 million, or 69.2%. Therdase in restricted cash due to loan
program customers is a result of timing of secostiutsements on loans and reduced lockbox volume.

Shareholders’ equity increased $22.1 millmn20.3%, from $109.1 million at December 31, 269%$131.2 million at September 30,
2003 principally as a result of net income for tiirge months ended September 30, 2003. Sharehoktprdy also increased as a result of a
non-cash stock compensation charge of $5.2 mitliming the nine months ended September 30, 2003.

At December 31, 2002 compared to December 31, :

Total assets increased approximately $1libbjlor 20.1%, from $8.1 billion at December 3002 to $9.8 billion at December 31, 2002.
The increase in assets resulted from an increasiedient loans receivable of $1.2 billion, or 15,3m $7.4 billion at December 31, 2001
$8.6 billion at December 31, 2002. The increasgtudent loans receivable resulted from an incrgasensolidation loans of approximately
$1.1 billion as a result of acquisitions and oréian activities. Total assets also increased dwantincrease in restricted cash and investn
of $408.8 million, or 121.9%, resulting from bomdienture requirements that restricted cash reséevégld for the additional debt financil
issued in 2002.

Total liabilities increased $1.6 billion, ©8.7%, from $8.1 billion at December 31, 2001 to7#8llion at December 31, 2002. The growth
in liabilities was a result of an increase in boadd notes payable of $1.5 billion, or 19.2%, fi$m9 billion at December 31, 2001 to
$9.4 billion at December 31, 2002. The increadaoinds and notes payable was a result of additaetatl financings issued to fund our gro
in student loans receivable during 2002.

Shareholders’ equity increased $45.9 millmn72.7%, from $63.2 million at December 31, 289$109.1 million at December 31, 2002
as a result of the net income for the year endestdber 31, 2002 of $48.5 million, net of a $3.0lioml charge in connection with a related
party acquisition.

Liquidity and Capital Resources

We finance our operations through operatighdlow, borrowings under credit facilities andww®d financing transactions. Operating
activities provided net cash of $86.7 million fbetnine months ended September 30, 2003, an ircoéapproximately $20.6 million from
the net cash provided by operating activities dd.$6nillion during the nine months ended Septen30e2002. Operating activities provided
net cash of $134.2 million in 2002, an increasepdroximately $52.7 million from the net cash pdmd by operating activities of
$81.5 million during 2001. Operating cash flows dreen by net income adjusted for various non-déeshs such as the provision for loan
losses, depreciation and amortization.

We also use secured and unsecured operategydf credit and financing agreements to fundagmns and student loan acquisitions.
Historically, a significant portion of our unsecdreperating credit facilities was provided by adfied parties. See “Related Party
Transactions.We have obtained $100.0 million, and are in thepss of obtaining an additional $30.0 million, peaating lines of credit ai
commercial paper transactions under three sepfagitities from a group of six large regional arational financial institutions. The cost of
funds associated with our operating lines of crisditigher than that of the secured financing @matiens used to fund our student loan
portfolio. Our operating lines of credit are gettigrpriced at a spread over LIBOR ranging from 6@860 basis points. We believe that the
expansion of our operating lines and credit faesiwill provide expanded access to capital inftitere. In addition to our expanded opera
lines and credit facilities, we believe that thewgth in our cash flow from operating activities atthreholders’ equity indicates a favorable
trend in our available
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capital resources. We intend to use a portion @fit proceeds from this offering to repay any haxg credit indebtedness outstanding ai
closing of this offering.

In the second quarter of 2003, we expandedvavehousing capacity for student loan assets tivéraddition of a $750 million short-term
student loan warehouse facility. In the third geadf 2003, we further expanded this short-terndestt loan warehouse facility to
$1.05 billion. This warehouse facility will allovef expansion of our liquidity and capacity and wéplace a smaller facility of approximately
$350 million which expired in the third quarter2003. We believe that the expansion of our warelngusapacity and continued access tc
asset-backed securities market will provide adegligiidity to fund our student loan operations tioe foreseeable future.

Our secured financing instruments include w@rctial paper lines, short-term student loan wawnsbg@rograms, variable-rate tax-exempt
bonds, fixed-rate, tax-exempt bonds and varioustdsascked securities. Of the $10.9 billion of debtstanding as of September 30, 2003,
approximately $9.3 billion was issued under seatiion transactions. During the nine months erf8eptember 30, 2003 and in 2002, we
completed three asset-backed securities transadtiaach period totaling $2.9 billion and $2.8idil, respectively. We anticipate continuing
to access the asset-backed securities market9Mh& subsequent years, depending on market morit

Securities issued in our securitization teantions are generally priced off a spread to LIB@Ret under an auction procedure related to
the bonds and notes. The student loans financegleaerally priced on a spread to commercial pap&reasury bills.

The following table summarizes our bonds aotés outstanding as of September 30, 2003:

As of September 30, 2003

Carrying Percent of Amount Interest rate
amount total available range Final maturity

(dollars in thousands)
Variable-rate bonds and no

(a):
Bond and notes based on
indices $ 3,340,96 30.7% $ 3,340,96 1.12%- 1.9(% 05/01/07-01/25/3"
Bond and notes based on
auction 4,927,83! 45.2 4,927,83! 0.79%- 1.22% 07/01/05-07/01/4:
Total variable-rate bonds
and note: 8,268,80: 75.€ 8,268,80:;
Commercial paper and oth 1,555,24. 14.c 2,225,88! 1.34%- 1.72% 09/02/04- 09/25/2+
Fixec-rate bonds and notes 991,01 9.1 991,01 5.50%— 6.6¢% 05/01/05- 06/01/2¢
Other secured borrowing 77,28¢ 0.7 77,28¢ 1.30%- 6.0(% 01/10/05- 11/01/0¢
Total $10,892,34 $11,562,98
| |

(&) Issued in securitization transactio
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Total unused commitments under various comialgpaper and warehouse agreements totaled $67idnnas of September 30, 2003. In
addition, in October 2003 we obtained an additiéi¥d.0 million in an operating line of credit and@nmercial paper facility. Bonds and
notes outstanding as of September 30, 2003 arendizgying amounts as follows:

As of
September 30, 2003

(dollars in

thousands)
2004 $ 440,70:
2005 220,97¢
2006 127,96!
2007 230,87:
2008 86,07(
2009 and thereaftt 9,785,75!
$10,892,34
|

We have commitments with our branding pagnfom whom we acquire student loans and to whenpsevide marketing and
origination services, and forward flow lenderspfrasthom we acquire student loans and to whom weigeocarigination services only, which
obligate us to purchase loans originated underifépedteria, although our branding partners andifard flow lenders are not obligated to
provide us with a minimum amount of loans. Thesamitments generally run for periods ranging frone ¢m five years and are generally
renewable. As of September 30, 2003 and Decemh&0BR2 and 2001, we were obligated to purchase $246.1 million, $266.2 million
and $334.7 million, respectively, in student loahsurrent market rates upon the respective sgltefuest under various agreements through
September 30, 2004. We may also expand our satesiarketing forces, or acquire interests in stutteams, potentially including up to
approximately $55 million to fund a portion of thequisitions described in “Prospectus Summary —emi@l Acquisitions,” each of which
may result in short-term or long-term capital cotmants.

Student Loan Portfolio

The tables below describe the componentsiofoan portfolio:

As of September 30,

2003 2002

Percent of Percent of
Dollars total Dollars total

(dollars in thousands)

FFELP:
Stafford $ 5,200,63; 51.7% $5,237,03I 61.£%
PLUS/ SLS (a 273,59¢ 2.7 338,06¢ 4.C
Consolidatior 4,347,86! 43.2 2,651,40:; 31.:
Non-FFELP:
Private loan: 91,77¢ 0.¢ 75,20¢ 0.¢
Total 9,913,87! 98.t 8,301,70: 98.C
Unamortized premium 161,77: 1.€ 176,84¢ 2.1
Allowance for loan losse:!
Allowance— FFELP (10,979 (0.2 (10,289 (0.2
Allowance— Private (4,750 — (2,089 —
Net $10,059,92 100.(% $8,467,17. 100.(%

(a) Supplemental Loans for Students, or SLS, are thdgmessor to unsubsidized Stafford loi
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As of December 31,

2002 2001 2000

Percent of Percent of Percent of
Dollars total Dollars total Dollars total

(dollars in thousands)

FFELP:
Stafford $4,983,02: 58.2%  $4,947,31 66.6%0  $2,390,20: 66.7%
PLUS/ SLS (a 313,10( 3.7 335,08: 4.5 115,23 3.2
Consolidatior 3,033,60° 35.4 1,923,809 25.¢ 1,004,54 28.C
Non-FFELP:
Private loan: 74,66( 0.¢ 60,76( 0.8 31,84: 0.2
Total 8,404,38:! 98.2 7,267,05! 97.¢ 3,541,83. 98.¢
Unamortized premium 167,03. 1.¢ 167,05¢ 2.3 47,72¢ 1.3
Allowance for loan losse:!
Allowance— FFELP (9,970 0.7 (9,379) (0.7 (3,004 0.7
Allowance— Private (2,030 — (864) — (610) —
Net $8,559,42I 100.(%  $7,423,87. 100.%  $3,585,94. 100.(%

(@) Supplemental Loans for Students, or SLS, are thdgmessor to unsubsidized Stafford lo
Activity in the Allowance for Loan Loss

The provision for loan losses representp#r@dic expense of maintaining an allowance sigfficto absorb losses, net of recoveries,
inherent in the portfolio of student loans.

An analysis of our allowance for loan lossegresented in the following table:

Nine months ended

September 30, Year ended December 31,
2003 2002 2002 2001 2000
(dollars in thousands)
Balance at beginning of ye $12,00( $10,24: $10,24: $ 3,61¢ $4,122
Provision for loan losse
FFELP loans 3,27¢ 2,244 3,162 3,25( 1,37(
Private loan: 5,60( 1,07t 2,42¢ 67t —
Total provision for loan losse 8,87¢ 3,31¢ 5,58 3,92¢ 1,37(C
Transfer from acquisition — — — 4,86¢ —
Charge-offs:
FFELP loan: (2,277) (1,41% (2,570 (1,74%) (1,389
Private loan: (2,93%) (821) (1,339 (499) (497)
Total charg-offs (5,20¢) (2,23¢) (3,909 (2,247) (1,88¢€)
Recoveries, private loal 57 55 74 78 8
Net charg-offs (5,15)) (2,189 (3,829 (2,169) (1,87¢)
Balance at end of peric $15,72¢ $11,37¢ $12,00( $10,24: $ 3,61¢
I | | I |
Allocation of the allowance for loan loss:
FFELP loan: $10,97- $10,28¢ $ 9,97( $ 9,37¢ $ 3,004
Private loan: 4,75( 1,08¢ 2,03( 864 61C

Total allowance for loan loss: $15,72¢ $11,37¢ $12,00( $10,24: $ 3,61¢
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Nine months ended
September 30, Year ended December 31,

2003 2002 2002 2001 2000

(dollars in thousands)
Net charg-offs as a percentage of average

student loan 0.073% 0.03€% 0.041% 0.042% 0.055%
Total allowance as a percentage of average

student loan 0.167% 0.141% 0.147%% 0.19% 0.107%
Total allowance as a percentage of the ending balah

student loan 0.15% 0.137% 0.14%% 0.141% 0.102%
Private allowance as a percentage of the endiranbalof

private loans 5.176% 1.44&% 2.71% 1.422% 1.91€6%
Average student loar $9,432,51. $8,056,04 $8,171,89:i $5,135,22 $3,388,15!
Ending balance of student loz $9,913,87! $8,301,70- $8,404,38: $7,267,05! $3,541,83
Ending balance of private loa $ 91,77 $ 75,20¢ $ 74,66( $ 60,76( $ 31,84

The table below shows the student loan deéngy amounts as of September 30, 2003 and 200Rerember 31, 2002, 2001 and 2000.
Delinquencies have the potential to adversely irhpacearnings through increased servicing angcttin costs and account charge-offs.

September 30, December 31,

2003 2002 2002 2001 2000

Balance Percent Balance Percent Balance Percent Bate Percent Balance Percent

(dollars in thousands)
FFELP Student Loan Portfolio:
Loans in school/

grace/deferment(l $3,336,28! $2,684,83 $2,293,76: $1,807,30: $ 954,65!
Loans in forbearance(2) 1,380,72. 1,305,38I 1,289,601 854,73 99,157
Loans in repayment status:
Loans curren 4,465,82! 87.5% 3,639,34. 85.¢% 4,002,02! 84.2% 3,957,11. 87.1% 2,139,11 87.1%
Loans delinquent 360 days(3 221,59( 4.3 208,13( 4.8 307,66¢ 6.5 247,07 54 131,58: 54
Loans delinquent 61-90 days 143,27¢ 2.8 148,98¢ 35 146,19¢ 3.1 110,91¢ 2.4 64,947 2.6
Loans delinquent 91 days or
greater(4) 274,39¢ 5.4 239,81¢ 5.7 290,46¢ 6.1 229,14¢ 5.1 120,53¢ 4.9
Total loans in repayment 5,105,09! 100.(% 4,236,28. 100.(% 4,746,35! 100.(% 4,544,25( 100.(% 2,456,18! 100.(%
— — — — — — — — — —
Total FFELP student loan
portfolio $9,822,091 $8,226,49i $8,329,72! $7,206,29! $3,509,98!
— — — — —

Private Student Loan Portfolio:
Loans in school/ grace/deferment

1) $ 26,55« $ 36,06¢ $ 30,54t $ 34,597 $ 10,25:
Loans in forbearance(2) 13,30¢ 4,14¢ 7,711 53C
Loans in repayment status:
Loans curren 47,44¢ 91.4% 33,29« 95.2% 31,16¢ 85.6% 24,83¢ 96.£% 20,71: 95.€%
Loans delinquent 380 days(3 1,04¢ 2.0 584 1.7 2,95: 8.1 33¢ 1.3 33E 1.6
Loans delinquent 61-90 days 1,76% 34 474 1.3 1,25¢ 85 222 0.¢ 66 0.3
Loans delinquent 91 days or
greater(4) 1,65¢ 3.2 637 1.8 1,02¢ 2.8 232 0.¢ 477 2.2
Total loans in repaymel 51,91¢ 100.(% 34,98¢ 100.(% 36,40« 100.(% 25,63 100.(% 21,59( 100.(%
| | | | | | | | | |
Total private student loan
portfolio $ 91,77: $ 75,20¢ $ 74,66( $ 60,76( $ 31,84:
| | | | |
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(1) Loans for borrowers who still may be attendéeool or engaging in other permitted educatiactVities and are not yet required to
make payments on the loae.g., residency periods for medical students or a gpaciod for bar exam preparatic

(2) Loans for borrowers who have temporarily ceasedingafkill payments due to hardship or other factarsording to a schedule appro'
by the servicer consistent with the established [m@gram servicing procedures and polic

(3) The period of delinquency is based on the remalb days scheduled payments are contractuallydueesand relate to repayment loans,
that is, receivables not charged off, and not host, grace, deferment or forbearar

(4) Loans delinquent 91 days or greater include loarmdaim status, which are loans which have goredefault and have been submitte
the guaranty agency for FFELP loans or the priirederer for private loans to process the claimp@yment.

Origination and Acquisition

Our student loan portfolio increases throughous channels, including originations through @ivect channel and acquisitions through
our branding partner channel, our forward flow afelrand the secondary market. Our portfolio inaeeagith the addition of portfolios
acquired through whole company or subsidiary adtiis.

One of our primary objectives is to focusasiginations through our direct channel and actjoiss through our branding partner channel.
We have extensive and growing relationships witmyrarge financial and educational institutions evhare active in the education finance
industry. Our branding relationships and forwamwflrelationships include Union Bank, an affiliafeooirs, as well as many schools and
national and regional financial institutions. S&elated Party Transactions.”

The table below sets forth the increase dueach period presented of loans originated orissdjthrough each of our channels:

Nine months ended
September 30, Year ended December 31,

2003 2002 2002 2001 2000

(dollars in thousands)

Beginning balanc $ 8,404,38! 7,267,05! $ 7,267,05! $3,541,83 $2,940,67!
Direct channel
Stafford/ PLUS loan originatior 188,69! 186,67: 224,82 84,59¢ —
Consolidation loan originatio 1,469,62. 452,10¢ 859,12( 55,71t 43,95
Branding partner chann 723,02: 510,29: 521,02 524,96 592,00:
Forward flow channe 485,33 494,38 577,60: 484,05¢ 391,50¢
Other channel 306,64 469,67" 483,21 299,27: 43
Total channel acquisitior 3,173,32! 2,113,13 2,665,78! 1,448,60 1,027,49i
Loans acquired in subsidiary acquisitic — — — 2,919,84! —
Repayments, claims, capitalized interest and
other(a) (1,663,84) (1,078,48) (1,528,45) (643,229 (426,346
Ending balanci $9,913,87! $ 8,301,70 $ 8,404,38! $7,267,05! $3,541,83
.| .| .| | |

(@) Includes repayments on all consolidation lo:
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Student Loan Spread Analy

The following table analyzes the student Isparead on our portfolio of student loans for tkeq indicated. This table represents the
spread on assets earned in conjunction with thditias used to fund the assets. Maintenance @kfiread on assets is a key factor in
maintaining and growing our income.

Nine months ended

September 30, Year ended December 31,
2003 2002 2002 2001 2000
(dollars in thousands)
Student loan yieli 4.92% 6.0&% 5.9% 6.71% 8.8€%
Consolidation rebate fei (0.40 (0.29) (0.3]) (0.29) (0.25)
Premium amortizatio (0.77) (0.63) (0.67) (0.2¢) (0.32)
Student loan net yiel 3.82 5.1€ 4.9¢ 6.2C 8.2¢
Student loan cost of funt (2.99) (2.55) (2.59) (3.95) (6.09)
Student loan spread, including variable rate 1
income 1.9C 2.61 2.37 2.2t 2.2t
Variable rate floor incom (0.13) (0.5¢) (0.67) (0.5¢) —
Student loan spread, excluding variable rate
floor income 1.7% 2.02% 1.7¢% 1.61% 2.25%
| | | ] |
Average balance of student loz $9,432,51:  $8,056,04  $8,171,89: $5,135,22°  $3,388,15!

Interest Rate Risl

Because we generate the majority of our agmirom the spread between the yield we receiveuomportfolio of student loans and the
cost of funding these loans, the interest sensitafi our balance sheet is a key profitability @rivThe majority of student loans have variable-
rate characteristics in certain interest rate @mvitents. Certain of our student loans include firsgd components depending upon the rate
reset provisions, or, in the case of consolidaliiams, are fixed at the weighted average intesgstaf the underlying loans at the time of
consolidation. The table below sets forth our laasets and debt instruments by rate characteristics

As of September 30, As of December 31,
2003 Percent 2002 Percent 2002 Percent 2001 Percent 2000 Percent
(dollars in thousands)

Fixec-rate loan assets( $ 4,812,47. 48.5% $3,097,07: 37.2% $3,320,12. 39.5% $2,486,64' 34.2% $1,277,09i 36.1%

Variable-rate loan assets 5,101,39 51.t 5,204,63; 62.7 5,084,26' 60.5 4,780,401 65.€ 2,264,73: 63.€
$ 9,913,87! 100.(% $8,301,70: 100.(% $8,404,38! 100.(% $7,267,05! 100.(% $3,541,83: 100.(%

| | | | | | | | | |
Fixed-rate debt instruments $ 991,01. 9.1% $1,171,98! 12.£% $1,122,88 11.€% $1,232,66: 15.€% $ 583,19: 14.€%

Variable-rate debt instrumen 9,901,33! 90.¢ 7,971,63 87.2 8,324,80. 88.1 6,693,701 84.4 3,350,93! 85.2
$10,892,34 100.(% $9,143,62. 100.(% $9,447,68. 100.(% $7,926,36. 100.(% $3,934,13( 100.(%

| | | | | | | | | |

(&) Includes approximately $570 million, $430 ioifi, $430 million, $570 million and $530 million gériable-rate loan assets which are

classified as fixed-rate loan assets as a resbieiofy financed by variable-rate, tax-exempt bawudgect to a 9.5% minimum yield as of
September 30, 2003 and 2002 and December 31, 2002,and 2000, respective

Historically, we followed a policy of fundinge majority of our student loan portfolio with iale-rate debt. In the current low interest
rate environment, our FFELP loan portfolio is yialglexcess income primarily due to the reductioimiarest rates on the variable-rate
liabilities funding student loans at the fixed lmweer rate and due to consolidation loans earnitegést at a fixed rate to the borrower. See
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“Risk Factors. Therefore, absent utilizing derivative instrumeimsa low interest rate environment, a rise inriest rates will have an adve
effect on earnings and fair values. In higher esérate environments, where the interest rate ebeve the borrower rate and the fixed-rate
loans become variable rate and are effectively heatavith variable-rate debt, the impact of ratetfhations is substantially reduced.

One objective when financing our student Ipartfolio is to manage interest rate risk through:

» matching the funding of certain assets and liagdijt

* to some extent, utilizing derivative instrumentsrtanage a portion of downside risk and interest flattuations; and

« positioning our portfolio to benefit from interastte movements and fluctuations.

We have used derivative instruments as destipelow to provide economic hedges to protedhagthe impact of adverse changes in
interest rates. These derivative instruments donegtt the criteria for hedge accounting pursua@®RAS No. 133; consequently, the changes
in fair value of the derivative instruments of $4nélion are included in the derivative market valadjustment in other income in the
statement of income for the nine months ended 8eme30, 2003 and have reduced our net income.

We attempt to match the interest rate charistics of pools of loan assets with debt instrote®f substantially similar characteristics,
particularly in rising interest rate markets. Dadlte variability in duration of our assets andyuag market conditions, we do not attempt to
perfectly match the interest rate characteristidb® entire loan portfolio with the underlying déhstruments. We have adopted a policy of
periodically reviewing the mismatch related to ithterest rate characteristics of our assets andiahilities and our opinion as to current and
future market conditions. Based on those factoeswill periodically use interest rate swaps andeotferivative instruments as part of overall
risk management strategy to manage risk arising fsar fixed-rate and variable-rate financial instents. These strategies entail risk and
may not be effective. Although the derivative instents we currently hold do not meet the critesiahfedge accounting pursuant to SFAS

No. 133, it is our intention to consider theseesi#t when entering into future derivative instruitsesmnd to use hedge accounting, if quali
to do so, pursuant to SFAS No. 133.

During the third quarter of 2003, we enteired various derivative instrument contracts tgphmlanage our interest rate risk. The table
below summarizes the derivative instruments to viie are currently a party:

Notional Amounts by product type

Fixed/

Floating Basis Cap

Maturity Swaps(a) Swaps(b) Contracts(c) Total
(dollars in millions)

2004 $1,00( $ 50C $ — $1,50¢
2005 — 1,00( 50C 1,50(
2006 — 50C — 50C
Total $1,00(¢ $2,00(¢ $50C $3,50(
I I | I
Fair Value $ (0.3 $ (3.0 $4.2 $ 0.9
— — — —

(&) A fixed/floating swap is an interest rate sviragvhich we agree to pay a fixed rate in exchaogea floating rate. The interest rate swap
effectively converts a portion of our variable rdtbt to a fixed rate for a period of time fixirgetrelative spread between a portion of
student loan assets equal to the size of the swafispal amount and earning at a fixed rate andctinverted fixe-rate liability.

(b) A basis swap is an interest rate swap agreeimavhich we agree to pay a floating rate in exad®for another floating rate, based upon
different market indices. We have employed basepsao limit our sensitivity to dramatic fluctuat®in the underlying indices used to
price a portion of our variak-rate assets and varia-rate debt
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(c) A cap contract is a derivative instrument iniethh we agree to pay an up-front premium in excleaiong a cap on the level of interest on a
notional amount. We have entered into an integgstecap contract to limit the relative rates ordipn of our variable rate debt, limiting
the sensitivity to a dramatically rising interester market. The interest rate cap contract washpses from J.P. Morgan Chase Bank for
$6 million in August 2003. The interest rate capteact cost is amortized over the term of the @mifrwhich matures in August 2005.

The interest rate cap was terminated on Octobe2d®3 for approximately $6 millior

As a result of our interest rate managemetitiies, we expect the change in pre-tax net inegasulting from 100 basis point and 200
basis point increases in interest rates will nsultein a proportional decrease in net income duéé effective switch of some variable-rate
loans to fixedrate loans. The change would also be less dramatiche interest rate management strategies anadiile products employe
in the third quarter of 2003 been in place forénhére nine months ended September 30, 2003 gretheended December 31, 2002.

Under Statement of Financial Accounting Stadd (“SFAS”) No. 133Accounting for Derivative Instruments and Hedgirdivties, the
derivatives described above do not qualify for leedgcounting because they do not meet all criferiaffectiveness and, therefore, the
change in fair value of the derivative instrumeiit be reflected in the statements of income. SeeCritical Accounting Policies —

Accounting for Derivatives.”

The following tables summarize the effectoom earnings for the nine months ended Septemhe&t(IB and the years ended December
31, 2002 and 2001, based upon a sensitivity arsapesiformed by us assuming a hypothetical incraadedecrease in interest rates of 100
basis points and an increase in interest rate®@b2asis points while funding costs remain consteim effect on earnings was performed on

our variable-rate assets and liabilities.

Nine months ended September 30, 2003

Change from decrease Change from increase Changefn increase
of 100 basis points of 100 basis points of 200 bagioints
Dollars Percent Dollars Percent Dollars Percent

Effect on earnings
Increase (decrease) in pre-tax income before SFAS

No. 133 change in fair vall $ 27,65( 92.%  $(23,369) (78.0%  $(38,609) (128.9%
SFAS No. 133 change in fair val $(11,700) (39.0% $ 9,37¢ 31.9%  $ 20,62 68.$%
Increase (decrease) in net income before t $ 15,95( 53.2%  $(13,999 (46.7%  $(17,979 (60.0%
Increase (decrease) in basic and diluted earnin

per share $ 0.2 $ (0.20 $ (0.2¢)

I I |

Year ended December 31, 2002

Change from decrease Change from increase Changefn increase
of 100 basis points of 100 basis points of 200 bagioints
Dollars Percent Dollars Percent Dollars Percent
Effect on earnings
Increase (decrease) in pre-tax income before SFAS
No. 133 change in fair valt $15,11¢ 18.€%  $(11,557) (14.29%  $(20,23¢) (24.9%
SFAS No. 133 change in fair val $ — 0C% $ — 0.C% $ — 0.C%
Increase (decrease) in net income before t $15,11¢ 18.€%  $(11,557) (14.29%  $(20,23¢) (24.9%
Increase (decrease) in basic and diluted earnin
per share $ 0.2Z $ (0.16) $ (0.29
| | |
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Year ended December 31, 2001

Change from decrease Change from increase Changefn increase
of 100 basis points of 100 basis points of 200 bagioints
Dollars Percent Dollars Percent Dollars Percent
Effect on earnings
Increase (decrease) in pre-tax income before SFAS
No. 133 change in fair valt $2,05¢4 10.2% $ (749) 3.7% $(1,97%) (9.9%
SFAS No. 133 change in fair val $ — 0.C% $ — 0.C% $ — 0.C%
Increase (decrease) in net income before t $2,05¢4 10.2% $(749) 3.7% $(1,97%) (9.9%
Increase (decrease) in basic and diluted earnin
per share $ 0.02 $(0.01) $ (0.03)
| | |

The table below sets forth our variable-asets and liabilities categorized by the reset dithe underlying index. Fixed-rate assets and
liabilities are categorized based on their matutayes. An interest rate gap is the difference betwolumes of assets and volumes of
liabilities maturing or repricing during specifiatfire time intervals. The following gap analysiieets our interest rate-sensitive positions as
of September 30, 2003 and December 31, 2002 amat isecessarily reflective of the positions thased throughout the period.

As of September 30, 2003

Interest rate sensitivity period

3 months 3 months 6 months 1to2 2t05 Over 5
or less to 6 months to 1 year years years years

(dollars in thousands)
Interes-sensitive asset

Student loan $10,059,92 $ — $ — $ — $ — $ —
Cash and investmen 733,95¢ — — — — —

Total interes-sensitive asse 10,793,87 — — — — —

Interes-sensitive liabilities

Shor-term borrowings 9,901,33! — — — — —
Long-term notes 69,10( 55,94( 111,88 210,80: 281,75: 261,53!
Total interes-sensitive liabilities 9,970,43! 55,94( 111,88( 210,80: 281,75« 261,53!
Period gay 823,44: (55,940 (111,88() (210,809 (281,759 (261,53Y
Cumulative gay 823,44: 767,50: 655,62: 444 81¢ 163,06 (98,477)
Ratio of interest-sensitive assets
interes-sensitive liabilities 108.2% —% —% —% —% —%
. | | | | | |

Ratio of cumulative gap to total
interes-sensitive asse 7.€% 7.1% 6.1% 4.1% 1.5% (0.9%
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As of December 31, 2002

Interest rate sensitivity period

3 months 3 months 6 months 1to2 2to5 Over 5
or less to 6 months to 1 year years years years

(dollars in thousands)
Interes-sensitive asset

Student loan $8,559,42 $ — $ — $ — $ — $ —
Cash and investmen 916,57 — — — —_ _

Total interes-sensitive asse 9,475,99; — — — — _

Interes-sensitive liabilities

Shor-term borrowings 8,324,80. — — — — —
Long-term notes 48,64" 48,64" 97,28¢ 223,75¢ 436,61 267,92¢
Total interes-sensitive liabilities 8,373,44i 48,64" 97,28¢ 223,75¢ 436,61" 267,92¢
Period gaf 1,102,54 (48,645 (97,289 (223,759 (436,61 (267,926
Cumulative gay 1,102,54 1,053,90: 956,61: 732,85 296,23¢ 28,31(
Ratio of interest-sensitive assets
interes-sensitive liabilities 113.2% —% —% —% —% —%
| | | | | | |

Ratio of cumulative gap to total
interes-sensitive asse 11.6% 11.1% 10.1% 7.7% 3.1% 0.3%

Critical Accounting Policies

This Management’s Discussion and AnalysiBinancial Condition and Results of Operations dises our consolidated financial
statements, which have been prepared in accordgtitaccounting principles generally accepted m thmited States of America, or GAAP.
The preparation of these financial statements requnanagement to make estimates and assumptadreffeéct the reported amounts of
assets and liabilities and the reported amounitscoine and expenses during the reporting periodsb¥ge our estimates and judgments on
historical experience and on various other fadioas we believe are reasonable under the circumssaictual results may differ from these
estimates under varying assumptions or conditiNioge 3 of the notes to consolidated financial stetets includes a summary of the
significant accounting policies and methods usettiénpreparation of our consolidated financialestants.

On an on-going basis, management evaluaestimates and judgments, particularly as theyted¢b accounting policies that
management believes are most “critical” — thathsy are most important to the portrayal of ouaficial condition and results of operations
and they require managementhost difficult, subjective or complex judgmendfien as a result of the need to make estimateast dhe effec
of matters that are inherently uncertain. Thesewauting policies include securitization accountiagcounting for derivatives, determining
the level of the allowance for loan losses andptfogram reimbursement reserve.

Securitization Accounting

We use the issuance of asset-backed sesydgtenmonly called securitization transactionsg &8y component of our financing strategy.
In conjunction with these transactions, we transfedent loans to a trust which issues bonds balckéke student loans. Our securitization
transactions do not qualify for sale treatment ur8®AS No. 140Accounting for Transfers and Servicing of Finandakets and
Extinguishments of Liabiliti-a Replacement of SFAS No. 126 the trusts continue to be under our effectorgrol and as such we do not
record or recognize gain on sale in conjunctiomulie transaction, but rather treat the transfeiseaured borrowings. All of the financial
activities and related assets and liabilities,udoig debt, of the securitizations are reflected @mnsolidated in our financial
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statements. Servicing, administrative support sessand other intercompany activities have beemrgdited in accordance with generally
accepted accounting principles.

Accounting for Derivatives

We account for derivative and certain finah@istruments in accordance with SFAS No. 188;ounting for Derivative Instruments and
Hedging Activitieswhich requires that every derivative instrumentjuning certain derivative instruments embeddeatirer contracts, be
recorded at fair value on the balance sheet asraithasset or liability. We determine fair valaedur derivative contracts from bid pricing
obtained from independent market sources.

For some of our derivatives, mainly certaiterest rate swaps, we document the relationshipeasm the hedging instrument and the
hedged items, as well as the risk management olgead strategy for undertaking various hedgestrations at the inception of the hedging
relationship. To the extent possible, we link edehivative to either a specific asset or liabibity the balance sheet or expected future cash
flows, and designate them as either fair valueashdlow hedges. Fair value hedges are designleeldige our exposure to changes in fair
value of a fixed-rate asset or liability, or a ffaglue”hedge, while cash flow hedges are designed to hegigexposure to variability of eitt
a variable-rate asset’s or liability’s cash flowsegpected fixed-rate debt issuance, or a “cask’fleedge. For effective fair value hedges, we
adjust the derivative instruments to fair valuehvahy difference recorded immediately in the incatadement. For effective cash flow
hedges, changes in the fair value of the cash liledge are deferred in other comprehensive incoetafrtax, and recognized in earnings in
the same period as the earnings effects of thedueiigm. SFAS No. 133 requires that changes ifidin@alue of derivative instruments be
recognized currently in earnings unless specifiigeeaccounting criteria as specified by SFAS N@&. 412 met. We believe that our
derivatives are effective economic hedges and &hea critical element of our interest rate risknagement strategy. Our derivative
instruments do not meet the criteria to qualifyliedge accounting pursuant to SFAS No. 133.

Basis swaps are used to convert variabledeit from one interest rate index to another ttchthe interest rate characteristics of the
assets. We will periodically use basis swaps tmghdhe index of our LIBOR-based debt, to betteicinthe cash flows of our student loan
assets. SFAS No. 133 requires that the changeioash flows of the derivative effectively offsettbthe change in the cash flows of the
asset and the change in the cash flows of thditiabAs a result, these swaps are recorded avfdire with subsequent changes in value
reflected in the income statement.

Allowance for Loan Losse

The allowance for loan losses represents gemant’s estimate of probable losses on studensldéis evaluation process is subject to
numerous estimates and judgments. In making sushaes and judgments, management considers singsths the value and character of
loans outstanding, past loan loss experience amergkeeconomic conditions. We evaluate the adeqofthye allowance for losses on our
FFELP loan portfolio separately from our privatadgortfolio. Historical delinquencies and credid experience are also considered when
reviewing the current aging of the portfolio, tdget with analyses that reflect current trends amtlitions.

In contrast to the determination of our allmee for loan losses for our private loan portfolihen we determine the allowance for our
FFELP loan portfolio, we consider trends in studeat claims rejected for payment by guaranty agsnend the amount of FFELP loans
subject to the 2% risk sharing. The allowance &ehaon periodic evaluations of our loan portfolimsidering past experience, changes to
federal student loan programs, current economiditions and other relevant factors. The allowascaaintained at a level management
believes is adequate to provide for estimated prigberedit losses inherent in the loan portfolibisTevaluation is inherently subjective, as it
requires estimates that may be susceptible tof&ignt changes.
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In determining the adequacy of the allowaiocdoan losses on private loans, we consider s¢vVactors including:
* loans in repayment versus those in non-paying statu

* months in repayment;

« delinquency status;

« type of program; and

« trends in defaults in the portfolio based on oyrezience and industry data.

Program Reimbursement Reser

The program reimbursement reserve represeatamount that management estimates we will bainedjto repay to lenders due to our
failure to follow prescribed due diligence proceziiand servicing activities prescribed by the Higbducation Act. Failure to meet certain
due diligence requirements that must be followegh&intain the DOE guarantee on the loans will cauless of the guarantee on the loans
and potential loss to us if we are unable to cheedeficiency under procedures prescribed by tteré government.

This evaluation process is subject to numeestimates and judgments. In making these essnaait judgments, management considers
such factors as the outstanding loan volume thateméce, servicing loss experience, cure expegigpartfolio default rates and general
economic conditions. The program reimbursementvese determined based on a process that begthsawiestimate of the probable losses
on serviced student loans. This estimate is basd¢deoweighted average historical loss rates ferptist ten years, current portfolio
delinquency rates and other economic conditionisgiwvide information on the expected servicingséss The estimated loss rate is appieed
the student loans currently serviced to deriveosgestimated servicing loss. The estimated sagvioss is then reduced by the estimated
cure rate on such claims. The estimated cure sdiased on the weighted average historical cues fat the past ten years to derive a
reasonable estimate of the expected cure rategiss servicing losses net of the estimated cuilepravide the estimated servicing
reimbursement reserve that we recognize.

The program reimbursement reserve reflecsraptions and estimates we believe are reasomabitght of historical servicing errors and
known trends with respect to student loans servigeadvever, these estimates and assumptions areeimhesubjective and may be
susceptible to significant changes. Managemenirogaity measures expected losses against actisddand assumptions are revised
accordingly. Management believes that the progeimbiursement reserve is adequate to cover prohzgses in the portfolio of student
loans serviced.

Recent Accounting Pronouncements

Early Extinguishment of Deb

In April 2002, the Financial Accounting Stamd Board, or FASB, issued SFAS No. 1R&scission of FASB Statements Nos. 4, 44 and
64, Amendment of FASB Statement No. 13, and Tetl@ocrections. This statement rescinds FASB Statement N&eporting Gains and
Losses from Extinguishment of Dand an amendment of that statement, FASB StateNwri4, Extinguishments of Debt Made to Satisfy
Sinking-Fund Requirement3 he statement also rescinds FASB Statement N&aebbunting for Intangible Assets of Motor Carriersd
amends FASB Statement No. Z&;counting for Lease® eliminate an inconsistency between the requabunting for sale-leaseback
transactions and the required accounting for aefégise modifications that have economic effeasdhe similar to sale-leaseback
transactions. This statement also amends otheirexsuthoritative pronouncements to make variegiical corrections, clarify meanings
or describe their applicability under changed ctiods. The provisions of SFAS No. 145 related ®rbscission of FASB No. 4 are effective
for fiscal years beginning after May 15, 2002. Phevisions of SFAS No. 145 related to FASB No. 18 a
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effective for transactions occurring after May 2802. All other provisions of SFAS No. 145 are efifee for financial statements issued ol
after May 15, 2002. The adoption of SFAS No. 14b5nbt have a material impact on our financial stetets.

Accounting for Costs Associated with Exit or Disgdg\ctivities

In June 2002, FASB issued SFAS No. & ounting for Costs Associated with Exit or Disgdasctivities. SFAS No. 146 requires that a
liability for costs associated with exit or dispbaetivities be recognized when the liability i€imred. Previously, generally accepted
accounting principles provided for the recognitairsuch costs at the date of management’s committoean exit plan. In addition, SFAS
No. 146 requires that the liability be measurethatvalue and be adjusted for changes in estimedistl flows. The provisions of the n
standard are effective for exit or disposal adggiinitiated after December 31, 2002. It is ngiented that SFAS No. 146 will materially
affect our financial statements.

Accounting for Stocl-Based Compensation

In December 2002, the FASB issued SFAS N8, Adcounting for Stock-Based Compensation — Tramséia Disclosure, an
amendment to FASB Statement No. 12BAS No. 148 requires annual disclosures abeutbthod of accounting for stock-based
compensation and tabular information about thecefiéthe method accounting for stock-based comgt@mson net income and earnings per
share, including pro forma amounts, in the “Sumnargignificant Accounting Policies.” On a quartebasis, SFAS No. 148 requires
prominent disclosure in tabular form of the effetthe method of stock-based compensation on wetrie and earnings per share for all
periods presented as accounted for under APB OpNm 25. The disclosures required by SFAS 148hdlimade in the financial statements
to the extent required for shares when issued uheerecently adopted Employee Share Purchase Plan.

Accounting for Guarantee:

In November 2002, the FASB issued FASB Imetation (FIN) No. 45Guarantor’'s Accounting and Disclosure Requireméats
Guarantees, Including Indirect Guarantees of Inéelbess of OthersFIN No. 45 identifies characteristics of certgimrantee contracts and
requires that a liability be recognized at fairueaht the inception of such guarantees for thegyatiins undertaken by the guarantor.
Additional disclosures also are prescribed foraiarguarantee contracts. The initial recognitiod gnitial measurement provisions of FIN
No. 45 are effective for those guarantees issuedanified after December 31, 2002. The disclosaguirements of FIN No. 45 we
effective for us as of December 31, 2002. Disclesuequired by FIN No. 45 are included in note flthe notes to consolidated financial
statements related to the guarantee of an affiidiabilities to an unrelated third party. We dd helieve such guarantee required a liabilit
be recognized under FIN No. 45. The adoption of RN 45 did not have a material effect on our firiahstatements.

Consolidation of Variable Interest Entitie

In January 2003, the FASB issued FIN No.@d@nsolidation of Variable Interest Entitie§IN No. 46 clarifies the application of
Accounting Research Bulletin No. Sdonsolidated Financial Statementss,certain entities in which equity investors da have the
characteristics of a controlling financial interestdo not have sufficient equity at risk for th&ity to finance its activities without additional
subordinated financial support from other partidsich are referred to as variable interest entiN&giable interest entities are required to be
consolidated by their primary beneficiaries. Thienairy beneficiary of a variable interest entitghe party that absorbs a majority of the
entity’s expected losses, receives a majorityoéxrpected residual returns, or both, as a regblblding variable interests. FIN No. 46 also
requires new disclosures about variable intere#fies The implementation date has been defermgitl December 31, 2003 for calendar year
companies. On October 31, 2003, the FASB issuezkpasure draft of a proposed interpretation modg@yinterpretation No. 46. The
proposed clarifications and modifications would lggp periods ending after December 31, 2003. Weaatdelieve that FIN No. 46 will ha
a material effect on our financial statements.
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Statement of Financial Accounting Standards No. 1— Amendment of Statement 133 on Derivative Instrumt&and Hedging
Activities

This Statement amends and clarifies finaragabunting and reporting for derivative instrunseimicluding certain derivative instruments
embedded in other contracts (collectively refeteds derivatives) and for hedging activities unfEAS No. 133Accounting for Derivative
Instruments and Hedging Activiti. This Statement is effective for contracts enténéal or modified after June 30, 2003, except atesit
below and for hedging relationships designated dfiae 30, 2003. In addition, except as statedahedtd provisions of this Statement should
be applied prospectively. The provisions of thiat&tment that relate to SFAS No. 133 implementdtisues that have been effective for fis
quarters that began prior to June 15, 2003, shmartinue to be applied in accordance with theipeesive effective dates. In addition,
paragraphs 7(a) and 23(a) of SFAS No. 133, whilte¢o forward purchases or sales of when-issaedriies or other securities that do not
yet exist, should be applied to both existing cacts and new contracts entered into after Jun2®IB. The adoption of SFAS No. 149
not have a significant impact on our financial esta¢nts.

Accounting for Certain Financial Instruments with Garacteristics of both Liabilities and Equit

In May 2003, the FASB issued SFAS No 1A6counting for Certain Financial Instruments witha&acteristics of both Liabilities and
Equity. SFAS No. 150 establishes standards for how anrissassifies and measures certain financial insemtsiwith characteristics of both
liabilities and equity. It requires that an issakassify a financial instrument that is within #sope as a liability, or an asset in some
circumstances. SFAS No. 150 is effective for finahimstruments entered into or modified after May 2003, and otherwise is effective at
the beginning of the first interim period beginniifger June 15, 2003. We have adopted the stamdf@active July 1, 2003. The adoption of
SFAS No. 150 did not have a significant impact anfmancial statements.
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INDUSTRY OVERVIEW

Since the creation of federal student loag@ams, hundreds of billions of dollars in fedestaident loans have financed the higher
education of millions of students at thousandscbbsls across the United States. College costs tisam at both public and private
institutions. According to the DOE, in the deca®90-1991 to 2000-2001, prices at public and pricalieges rose by approximately 23%
and 27%, respectively, after adjustment for inflatiStudents and families depend more on fedardest loans to cover the costs of post-
secondary education than any other single sourtiearicial aid. The demand for student loans iseeigd to grow. According to a projection
by the DOE, gross federal student loan volume, etw®ag of FFELP loans and FDLP loans, is expectegtdw to $71.8 billion in federal
fiscal year 2009, excluding consolidation loan woéu This projection is an increase from the $44libb in loans that were originated in
federal fiscal year 2002, and this projection doesinclude the potential for higher loan limitatlare currently being contemplated by
Congress. A detailed description of the FFEL Progagppears in Annex A to this prospectus.
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The large majority of student loans are madiénance post-secondary education under fedegalyanteed student loan programs,
although many students and parents also obtairaidndunding through private student loan prografesierally guaranteed student loan
programs are highly regulated by the DOE. Undegrms guaranteed by the federal government, bariksther lenders that satisfy
statutory eligibility requirements can make studeans at below-market rates due to subsidies anthgtees. The largest student loan
program, formerly called the Guaranteed Studentl®@gram, or GSLP, and currently known as the feédiamily Education Loan
Program, was created in 1965 to ensure affordaigless by families to a full range of post-secon@alycational institutions. In 1972, to
encourage further bank participation in the GSL&h@ess established the Student Loan Marketingddatson, known as Sallie Mae, a
government-sponsored enterprise as a for-profillipstockholder-owned, national secondary mar&esfudent loans. Currently, Sallie Mae
is a wholly owned subsidiary of SLM Corporation.NsICorporation was formed in 1997 as a Delaware @@ifpon, marking the beginning of
the privatization of Sallie Mae as a governmentrsjpoed enterprise, to be completed by Septembét. 200

The FFEL Program currently includes a netwafrihousands of originators and educational instihs and 36 state-sponsored or non-

profit guaranty agencies which guarantee and adteinioans under contract with the DOE. A numbaraf-profit entities, banks and other
financial intermediaries
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operate as secondary markets for student loanslergrarticipation in the FFEL Program is relativebncentrated, with approximately 70%
of outstanding loans held by the top ten participaincluding nearly 40% owned or managed by Siie.

Student Loan Business Model

In general, a student applies for a loan feofimancial institution through a school’s finaaicaid office or directly from the financial
institution. Typically, financial institutions aaty as lenders or entities that service studensl@a@ the source of student loan originations. A
financial institution may hold the student loawritlginates or sell its student loan portfolio te #econdary market. The characteristics of
student loans typically result in those loans mgdit a premium. This creates a situation thatalifor selling the portfolio to the secondary
market at a premium which frees up capital enaltleginstitution to originate new student loanse Becondary market is made up of a
variety of non-profit entities, banks and for-ptafompanies. Typically, a participant in the se@mydnarket funds loans purchased from the
financial institution through the use of a warehmfisancing line. Once a loan holder, such as Nehres garnered enough loans, it may
choose to finance the loans through an asset sigation vehicle. The student loans are generadigdferred to a special purpose entity that
pays for the loans through the issuance of deba Aesult of the federal guarantee of student lodwessenior tranches of notes in these
securitizations are generally rated AAA, and thieosdinated tranches are generally rated A or hetter

To induce lenders to enter the student loarket, the government assures that a lender recaim@nimum yield on FFELP loans,
regardless of whether rates change over the cofisgear or whether rates exceed the cap on awerts loans. Depending on the type of
student loan and when it was originated, the boerawate is either fixed to term or is reset to akearate each July 1. FFELP student loans
generally earn interest at the greater of the beeraate or a variable rate determined by referémtke average of the applicable index (91-
day Treasury bill rate or 90-day commercial pajpég)in a calendar quarter plus a fixed spreadistdgpendent upon when the loan was
originated and the loan’s repayment status. Ifrésalting variable rate plus the applicable spearteds the borrower rate, the DOE pays the
difference. This payment is referred to as the igpedowance payment, or SAP. We refer to thedispread to the underlying index as the
special allowance margin. In some declining intera® environments, lenders earn additional spiaaine through the next reset date on
those FFELP loans earning at the annually resebtver rate. We refer to this additional income agable rate floor income. On those
FFELP loans with fixed to term borrower rates, giity consolidation loans, lenders earn intereshatgreater of the borrower rate or a
variable rate based on the SAP formula.

Guaranty agencies expedite government reiseimoent for defaulted student loans to eligible éeadThese guaranty agencies are non-
profit institutions and state agencies that havered into federal reimbursement contracts withD¥E pursuant to the Higher Education
Act. Guaranty agencies collect revenue in the fofriees based upon new guarantees, the outstapdim@pal amount of loans guaranteed
and default prevention activities. Reimbursememtnfia guaranty agency to the lender is contingeoh gervicing in accordance with certain
regulatory requirements. The guaranty agenciesigeedor 100% reimbursement of principal and accrimerest for loans disbursed before
October 1, 1993 and 98% reimbursement of princapal accrued interest for loans disbursed on or &ftéober 1, 1993, if the loans are
serviced according to DOE guidelines. In addititwe, lender is entitled to receive the full 100%pahcipal and accrued interest in the event
of a borrower’s death, disability or bankruptcy.adBanty agencies reimburse eligible lenders frorarkesaccounts established for this
purpose. The guaranty agency, in turn, receivestreisement from the DOE. In the event a guarargnegfails to pay, the lender can claim
reimbursement directly from the DOE.

Servicing student loan assets is importanabse losses on defaults are largely mitigatedh&pervicer’s ability to service the student
loans according to DOE guidelines. Proper servichg student loan is required in order to maindigibility for interest subsidy payments
and guarantee reimbursement for principal and acktinterest losses. As a result of the strict requients and expense associated with
properly servicing accounts, servicing is oftensoutced by financial institutions and secondaryketar
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participants to specialized student loan servicknss allows servicers to obtain economies of statbeir operations by aggregating student
loans from a variety of market participants.

Claims rejected by the DOE or a guaranty agenay be “cured,” which involves reinstatementtef guarantee. When the lender obtains
a payment or a new signed repayment agreementtfrednorrower in the case of certain collection diligence violations, the lender may
receive reinstated interest subsidies and spdalance payments. Interest subsidies are int@agnents made by the DOE on eligible
loans while the borrower is in school and duringogrand deferment periods.

The following chart illustrates the studesdn process.
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Federal Student Loan Programs
Federal student loans are made up of twoagsirprograms:
» The Federal Family Education Loan Program, whidinswn as the FFEL Program or the FFELP.

» The William D. Ford Federal Direct Loan Program ethis known as the FDL Program or the FDLP.

The federal government guarantees the repatyofi@t least 98% of the principal balance andaberued interest of all FFELP loans. In
addition, the federal government subsidizes therést cost of some of these loans. As describehéhe amount of the subsidy a borrower
receives and the repayment terms vary depending thgotype of loan and borrower.

The Federal Family Education Loan Prograr

The FFEL Program is a public-private parthgrsn which lenders make federally guaranteedesttitbans to students and their parents in
coordination with school financial aid offices. [ing the 2002 federal fiscal year, which ended Sapsr 30, 2002, almost eight million new
FFELP loans, which excludes consolidation loangh wiprincipal amount of $32.8 billion, were madeeligible borrowers, according to the
DOE's fiscal year 2004 budget presentation.

Loans made under the FFEL Program include:

« Subsidized Federal Stafford Loarfor students who pass a financial needs test. [®haistype is the largest component of the FFEL
Program, with aggregate borrowing limited to $28,8@ undergraduate students and $65,500 for gtaditadents. The federal
government pays all interest costs for subsidizeff@d borrowers while borrowers are in school dndng grace and deferment
periods. The interest rate on these loans currehtinges annually, but is capped at a maximum anaesof 8.25%. During the 2002
federal fiscal year, $15.3 billion in subsidize@f8ird loans were made, according to the I's fiscal year 2004 budget presentati

 Unsubsidized Federal Stafford Loarfer students who do not meet a financial needsatestho need to supplement their subsidized
loans. Although borrowers may defer payment ofregewhile
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they are in school, they are responsible for adirizst that accrues. The interest rate on thess lmlao changes annually and is capped a
a maximum annual rate of 8.25%. During the 2002fekfiscal year, $13.9 billion in unsubsidizedffatal loans were made, according
to the DOF's fiscal year 2004 budget presentat

« Federal PLUS Loandor parents of dependent undergraduate studertsoddh borrowers may defer payment of interestevthieir
children are in school, they are responsible fbinétrest that accrues. Borrowers may borrow uihvéocost of attendance per child,
minus financial aid from other sources. The interate on PLUS loans is variable, but is cappeamaximum annual rate of 9.00%.
During the 2002 federal fiscal year, $3.6 billionRLUS loans were made, according to the I's fiscal year 2004 budget presentati

« Federal Consolidation Loanslesigned to help borrowers manage repayment ofptaulbans by combining all eligible loans into a
single, new guaranteed FFELP loan with a longeaysent term, a fixed interest rate and a smalkat tnonthly payment. As a result
of extended repayment periods associated with didiasion loans, total payments made by consoligakiorrowers over the life of their
consolidation loan are generally greater than timeade by borrowers with standard repayment periddsording to the DOE, during
the 2002 federal fiscal year $23.0 billion in femlezonsolidation loans were made in addition to%B2.8 billion in new loans made
under the FFEL Program during the same year, dparinto recor-low interest rates

Participants in the FFEL Program include:

« Eligible Lenders.Eligible lenders, which are registered with the DOEginate and hold FFELP loans and receive istesebsidy
payments, special allowance payments and defaobresement. Eligible lenders include banks, savimgd loan associations, credit
unions, pension funds, insurance companies anaruwadtain conditions, schools and guaranty agenEikgible lenders may also sel
as a trustee on behalf of entities not otherwigghdé to hold FFELP loans, such as Nelnet, allapsnch other entities to participate in
the FFEL Program as a beneficial owner of the lssets

« Servicers Servicing of student loan assets is critical foEEP lenders because losses on defaults are magplyrdient on the servicer’s
ability to service the loans according to DOE giiids. Proper servicing of a student loan is rezgiin order to maintain eligibility for
special allowance payments, interest subsidy patsraard guarantee reimburseme

» Guaranty AgenciesGuaranty agencies expedite reimbursement for defhstudent loans to eligible lenders. These giyagencies
are non-profit institutions or state agencies tteate entered into federal reimbursement contraittsthe DOE pursuant to the Higher
Education Act. Reimbursement from the guaranty egén the lender is contingent upon servicing iocdance with certain regulatory
requirements. There will be 100% reimbursementrivicipal and accrued interest for defaulted loasbwrsed before October 1, 1993
and 98% reimbursement of principal and accruedastdor defaulted loans disbursed on or after Batd, 1993, if such loans are
serviced according to DOE guidelines. Guaranty eigsrreimburse eligible lenders from reserve actastablished for this purpose.
The guaranty agency, in turn, receives reimburséfnem the DOE. The level of reimbursement to thamnty agency depends on a
number of factors. Typically, guaranty agenciesrgotee loans to students attending eligible instits in the state or region serviced
by the guaranty agency. They may also guarantes limastudents who reside in their own state aoredput who attend eligible
institutions in another state or region. After aiitl has been paid, the guaranty agency assumesghimef the loan and is obligated to
pursue post-disposition recoveries. The guarangyagretains a percentage of post-disposition reges and reimburses the DOE with
the remaining percentac

 Department of EducationThe DOES regulations provide a number of incentives tdeitd loan market participants. The DOE provi
eligible private lenders with an incentive to lendstudents by guaranteeing default reimbursenvghen applicable, it also pays spet
allowance payments. The DOE provides eligible beems with an incentive to borrow by providing irdet subsidies and capp
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interest rates. In the event of a guaranty ageaokiuptcy or a determination by the DOE that thargnty agency is unable to
reimburse claims, an eligible lender has the riglgubmit claims directly to the DOE for paymenhdér such circumstances, the DOE
is obligated to pay the holder of the loan the iftdlurance obligation of the guaranty agency, subjieits servicing guideline

The Federal Direct Loan Program

Under the FDL Program, loans are made dirdwstlthe federal government to borrowers. Most &2aihFDLP loans are the same as
FFELP loans. According to the DOE's fiscal year 20@idget presentation, the $12.7 billion of FDLBrs in 2002 consisted of
approximately $6.2 billion in subsidized Staffoohs, $4.9 billion in unsubsidized Stafford loand &1.6 billion in PLUS loans. During the
2002 federal fiscal year, newly originated FDLPris@onstituted 28% of total newly originated FFEdR FDLP loans, down from 33%
during the 1998 federal fiscal year.

Reauthorization of the Higher Education Ac

The Higher Education Act, and thereby theefatlstudent loan program, needs to be reauthoexer five years. The next
reauthorization is set for September 2004. Sontkeokey issues being debated are:

« Single holder rule on consolidation loanCurrently, if only one lender holds all of a stutlefoans, then a competitor cannot
consolidate the loans away from the current halaidess the current holder refuses to consolidatdaidins for the borrower. There is a
high probability that the single holder rule wi eliminated during reauthorization. In the indysts a whole, a large portion of all non-
consolidated loans are currently held by only amalér. Elimination of the single holder rule woolaen up a portion of the market to
increased competitiol

* The ability to refinance consolidation loan€urrently, once a loan is consolidated, it canmotdfinanced by another government
guaranteed student loan unless subsequent FFEQhP &wa made to the borrower. If this rule chantiesamount of consolidation loans
that are refinanced could be significe

* Variable-rate consolidation loans and extended rgpzent of Stafford loansReauthorization proposals have been made to Cangres
that would continue variable borrower rates forffétd and PLUS loans beyond July 1, 2006. In additianguage has been suggested
that would permit new consolidation loans to haagable rates. Language has also been proposeddiid allow Stafford/PLUS
borrowers to have extended repayment terms, sitaildrose terms provided for under the loan codatitbn program. Both of these
initiatives would offset two of the most appealegpects of consolidation loan, , long-term fixed rates and extended repayment.
Adoption of these initiatives could decrease cadstibn opportunities in the mark

* 9.5% floor income Student loans originated or acquired with the pedseof tax-exempt obligations issued prior to Oetdh 1993 are
subject to a minimum, or floor, rate of return &% per year based upon provisions of the HighercRtlon Act and related
interpretations by the DOE. Reauthorization profmbkave been made to Congress that would limibtlemum return to those loans
which are funded directly with tax-exempt obligaticand potentially eliminate excess earnings ondaabsequently funded with
taxable obligations. Adoption of this initiativeudd decrease loan interest income to lenders regeB.5% floor income

« Variable rate floor incomeLanguage has been proposed that would eliminatpdtemtial of excess earnings on student loansaiteat
reset annually in a declining interest rate enwinent. Adoption of this initiative could decreasandanterest income to lenders receiving
variable rate floor incom:

« Borrower limits. For the last 20 years, the maximum amount thatshfnan or sophomore can borrow has remained af&#ty660.
Educational tuition has increased at approximétetytimes the rate of inflation over this same tifreane. There is a possibility that
these borrower limits could be increased, theradigmntially increasing the average size of futuanloriginations in the marke
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BUSINESS
Overview

We are a vertically integrated educationricecompany, with over $11 billion in total assetsking us one of the leading education
finance companies in the country. We are focuseproniding quality products and services to paptieits in the education finance process.
Headquartered in Lincoln, Nebraska, we originatdd land service student loans, principally loangioated under the FFEL Program. For
2002, we were the fourth largest holder and setang@st servicer of FFELP loans. In addition, vegether with our branding partners,
originated and acquired approximately $3.2 billafrstudent loans in the nine months ended SepteBhe2003 and $2.7 billion of student
loans in 2002, making us a leading originator arguaer of student loans. A detailed descriptionhaf FFEL Program appears in Annex A to
this prospectus.

We offer a broad range of financial serviaed technology-based products, including studean twrigination and lending, student loan
and guarantee servicing and a suite of softwargieak. Our products are designed to simplify tiuelent loan process by automating
financial aid delivery, loan processing and funtgdbdrsement. Our infrastructure, technological etipe and breadth of product and service
offerings connect the key constituents of the sttitan process, including lenders, financial dftters, guaranty agencies, governmental
agencies, student and parent borrowers, servioertha capital markets, thereby streamlining thecation finance process.

Our business is comprised of four primarydoi@ and service offerings:

» Asset management, including student loan originat®and acquisitionsWe provide student loan sales, marketing, origame;
acquisition and portfolio management. We own adgrgrtfolio of student loan assets through a sefieslucation lending subsidiaries.
As of September 30, 2003, our student loan podfaths $10.1 billion, consisting of over 99% of FFEIbans and less than 1% of
private loans. We generate loans owned in speuigigse lending facilities through direct originatior through acquisition of loans.
We generate the majority of our earnings from tiread between the yield we earn on our studentpoatfiolio and the cost of funding
these loans. We also provide marketing and salgsostiand managerial and administrative suppoateélto our asset generation
activities, as well as those performed for our Hnag partners or other lenders who sell such loResenues are primarily generated
from interest earnings. While our net interest nrargay vary due to fluctuations in interest raggsyernment special allowance
payments ensure that we receive a minimum yieldwrstudent loans, so long as certain requirenaetsnet

Student loan servicingWe service our student loan portfolio and the pdidé of third parties. We currently service or yide complet:
outsourcing of servicing activities for more tha8illion in FFELP loans, including approximat&$.7 billion of loans in our own
portfolio. The servicing activities include loanigination activities, application processing, boves updates, payment processing, cl
processing and due diligence procedures. Thesétmdiare performed internally for our own porifohnd generate fee revenue when
performed for thir-party clients

Guarantee servicingWe provide servicing support to guaranty ageneiddch includes system software, hardware and
telecommunication support, borrower and loan upjatefault aversion tracking services, claim pregggservices and post-default
collection services. We currently provide servicgupport to agencies that guarantee $20 billioRFELP loans. These activities
generate fee revenue in addition to expanding @ationship with other participants in the eduaafinance sectol

Servicing softwareWe provide student loan servicing software intdynahd to third-party student loan holders and isers. We
currently service more than $18 billion in studierins, which makes us the second largest servidefleLP loans, according to SLSA
statistics. Our software is also used by thirdiparip service an additional $27 billion in studeins. We earn software license and
maintenance fees annually from third-party clidotsuse of this software. We also provide computarsulting, custom software
applications and customer service supf.
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In accordance with accounting principles galgaccepted in the United States, our asset genant and student loan servicing
offerings constitute reportable operating segmeédis.guarantee servicing and servicing softwareroffjs are operating segments that do not
meet the quantitative thresholds, and, thereforeireluded as other segments that do not meeepwtable segment criteria. In the nine
months ended September 30, 2003, our asset managetuelent loan servicing and other segments geek650.8%, 40.1% and 9.1%,
respectively, of our total segment revenues and¥%323.3% and 3.5%, respectively, of our segmeninceme. For additional information,
see note 19 of the notes to consolidated finaistééments.

Our earnings and earnings growth are direffigcted by the size of our portfolio of studerdans, the interest rate characteristics of our
portfolio, the costs associated with financing amhaging our portfolio and the costs associatel @rigination and acquisition of the stud
loans in the portfolio. We generate the majorityof earnings from the spread between the yieldeweive on our student loan portfolio and
the cost of funding these loans. While the spreag wary due to fluctuations in interest rates, gledlowance payments from the federal
government ensure that we receive a minimum yialdur student loans, so long as certain requiresramet met. We also earn fees from
student loan and guarantee servicing and licerfeiag from our servicing software. Earnings growtprimarily driven by the growth in the
student loan portfolio and growth in our fee-bapestiuct and service offerings, coupled with co$tetfve financing and expense
management. For the nine months ended Septemb2038, we generated net interest income of $138l®m total other income, includir
loan servicing income, of $83.8 million and netame of $16.8 million. In 2002, we generated negriest income of $190.9 million, total
other income, including loan servicing income, ©2%.2 million and net income of $48.5 million.

We originate and acquire student loans thnaugariety of methods, or channels, including:

« our direct channel, in which we originate studeatns in one of our brand names directly to studadtparent borrowers, which
accounted for 52.2% and 40.7% of the student leaneriginated and acquired in the nine months er@gatember 30, 2003 and in
2002, respectively

« our branding partner channel, in which we acquindent loans from lenders to whom we provide mamigeind origination services,
which accounted for 22.8% and 19.5% of the stultearts we originated and acquired in the nine moetited September 30, 2003 and
in 2002, respectively; ar

« our forward flow channel, in which we acquire stat®ans from lenders to whom we provide originatservices, but provide no
marketing services, or who have agreed to sellddamus under forward sale commitments, which act=alfor 15.3% and 21.7% of t
student loans we originated and acquired in the months ended September 30, 2003 and in 2002 atasgly.

In addition, we acquire student loans throsgbt purchases and whole-company acquisitiongshwdadcounted for 9.7% and 18.1% of the
student loans that we originated and acquiredémthe months ended September 30, 2003 and in 28§ ctively.

Of the $3.2 billion and $2.7 billion in studdoans we originated and acquired in the ninethmended September 30, 2003 and in 2002,
respectively, $1.5 billion and $859 million, respeely, were loans consolidated through our did@nnel. Student loans that we originate
through our direct channel are our most profitablelent loans because they typically cost us lesslbans acquired through our other
channels and they remain in our portfolio for agenperiod of time. As of September 30, 2003, tudent loan portfolio was $10.1 billion.

We currently service more than $18 billiorFIRELP loans, which makes us the second largegteeof FFELP loans, according to
SLSA statistics. Our software is also used by tpiadies to service an additional $27 billion ind#nt loans. In addition, we currently prov
servicing support to guaranty agencies on a tétéP0 billion of FFELP loans. Servicing supportlimdes functions such as system software,
hardware and telecommunication support, borrowdraan updates, default aversion tracking servidean processing services and post-
default collection services. We provide studentlearvicing
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and origination functions either directly or inditly to more than 1.7 million borrowers at hundrefisolleges and universities through our
proprietary software products and outsourcing fiomst We protect our proprietary software prodtictsugh copyrights, trade secrets and
contractual arrangements.

Over 99% of the student loans in our portfals of September 30, 2003 were FFELP loans, asseppo the less than 1% of private loans
in our portfolio that did not carry federal guarees. At least 98% of the principal and accruedésteof FFELP loans is guaranteed by the
federal government, provided that we meet certedggrures and standards specified in the Highec&tdhn Act. We believe we are in
material compliance with the procedures and staisdas required in the Higher Education Act. FFEb&hE originated prior to October 1,
1993 carry a 100% guarantee on the principal amauditaccrued interest, and FFELP loans origindted that date are guaranteed for 98%
of the principal amount and accrued interest. Assalt, holders of FFELP loan portfolios historigdiave experienced minimal losses net of
the guarantee. Our net loan losses on FFELP loe2802 were approximately $2.7 million, or lesatl#a04% of our average FFELP loan
portfolio.

Our History

We have a 25-year history dating back tafdinmation of UNIPAC Service Corporation in 1978. IIMC was formed to service loans for
Union Bank of Lincoln, Nebraska and Packers Ser@ogporation of Omaha, Nebraska. It grew its thoedty student loan servicing business
to approximately $9.7 billion in loans in 2000, whewas merged with Nelnet. Our immediate predeaewas formed in 1996 as a student
loan acquisition company, and, prior to the mergdrad built its student loan portfolio througlseries of spot portfolio acquisitions and later
through student loan company acquisitions.

In 2000, we decided to create a verticaltggnated platform that would be able to competeaich sector of the student loan industry.
Over the past three years we have acquired ses@unahtion finance services companies, includinadest loan secondary market company.
In addition, in August 2003, we acquired the sdmsgicompany that provides us with broker-dealerises in connection with our asset-
backed securitizations.

We executed these acquisitions to completefiart to vertically integrate and add geograptiiersity and operational expertise to our
education finance platform. We have successfuliggrated these companies into the Nelnet platfard,they have increased our profitab
as a result. We now believe that we have all okthyecomponents of our vertical integration strgtégoing forward, we intend to focus
principally on organic growth while opportunistityamaking company and portfolio acquisitions.

Competitive Strengths
We believe that the following competitiveestgths are important to maintaining our growth fipability and standing in our industry:
« Focused leader with vertically integrated platform.
« High-quality loan portfolio established through @ancentration on FFELP loans.
* Strong relationships with student loan market dtunestts.
« Access to cost-effective financings.
« Leading, cost-competitive servicing platform witfiogus on asset protection.
« Comprehensive suite of software products.

* Management team with significant operating and mitipn experience.

Focused leader with vertically integrated platfor/e maintain a strong position and deep expertigaah of our product and service
offerings and are well positioned to capitalizeimaiustry growth. We were among the largest holdéfederally guaranteed student loans
with $10.1 billion of loans outstanding as of Sepber 30, 2003. In the nine months ended Septenthed0®3 and in 2002, we
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originated and acquired $3.2 billion and $2.7 billin student loans, including $1.5 billion and $88illion, respectively, in consolidation
loans. We currently service more than $18 billiostudent loans, and our software is used by frarties to service an additional $27 billion
in student loans. In addition, we currently provegevicing support to guaranty agencies that gueea®20 billion in student loans. We have
relationships with hundreds of colleges and unitiessand provide loan servicing either directlytlorough our proprietary software to
approximately 1.7 million borrowers. We provide gohfinancial aid offices and students a compretvengull-service student lending
package (Stafford, PLUS, consolidation and priva&ms), loan and guarantee servicing and loanaegvsoftware. By offering the full range
of services required for student lending, we featiéi and streamline the student lending processe§iablished servicing capability allows us
to service our student loan portfolio rather thatsourcing this task to a third party. In additiony technology product suite often enables us
to gain access to schools, creating new lendingippities, as well as deepening our existing iafethips by increasing our share of a
school’s loan volume. We use the technology to rodaur relationships, offer more services to eagtomer, reduce operating expenses
and increase our revenues and profitability. Outiealy integrated platform allows us to take adtzage of economies of scale and run a cost:
efficient operation.

High-quality loan portfolio established through ouconcentration on FFELP loansWe have focused our lending operations on FFELP
loans, which carry at least a 98% federal guaramtegrincipal and accrued interest. As of Septer88e2003, more than 99%, or
$10.0 billion, of our student loan portfolio corted of FFELP loans and less than 1%, or $92 milleamsisted of private loans, which do not
carry a federal guarantee. We maintain strict undgng criteria for our private loan portfolio.

Strong relationships with student loan market cortgents.We use a network of student loan channels to sHerices to students,
schools, lenders and secondary markets througheutinited States. As part of our loan originatiotivities, we have established long-term
strategic relationships either directly with schfiehncial aid offices or with eligible banks anthsols that function as “branding” partners,
who direct committed portions of their originaticlsus through forward flow commitments. Finanei@l offices can have considerable
influence on students’ selections of lenders. Tif@rteand expense to create and maintain thes&orhips, as well as the low turnover of
selected providers, acts as a barrier to entrgdarpetitors. Our branding partners act as alteraathannels for origination and have strong
brand recognition in the areas on which they foBysutilizing the appropriate and effective brama can cost-effectively leverage our
penetration at different schools and throughoui@eregions of the United States.

Access to cost-effective financingdle currently have a loan warehousing capacity ef 2 billion through 364-day commercial paper
conduit programs maturing at different times andigigation funding arrangements committed on arsteym basis by various financial
institutions. Our large warehousing capacity allmsgo pool student loans in order to aggregaticgarit volume for cost-effective, long-
term financing and to time securitization markeatditions properly. Generally, loans that bestdiid-term financing vehicles are selected to
be transferred into one of our long-term secutiitires. Because transferring those loans to a leng-securitization includes certain fixed
administrative costs, we maximize the economiexcafe by executing large transactions that roytipgte in line with our largest competi
within the student loan industry.

Leading, cost-competitive servicing platform withf@cus on asset protectioM/e have built a leading, nationally recognized shidoan
servicing platform. We believe that a servicing i@pien is critical to success as a lender in thdestt loan marketplace. The servicing
platform is the mechanism that facilitates intemacivith borrowers. Our servicing portfolio incluglboth loans from our lending portfolio as
well as from third parties. Nelnet-originated ahutd-party serviced loans utilize the same serg@fatform, technology and employee base
and are all serviced in exactly the same mannez.gtfality of our servicing operation is best deni@isd by our low initial claim reject rate
due to servicer error. The quality of our servicgagability is also a key factor in preserving tha@eral guarantee on our FFELP loans. In
2002, our initial claim reject rate was only approately 0.25%. The technological focus
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of our servicing platform, coupled with economiéscale, has enabled us to create a competitiiestagture.

Comprehensive suite of software producBur products include an Internet-based financidldalivery and management system, an
Internet-based loan origination system and a ckrgrhdisbursement agent service. Our “open archite” origination products afford
schools the flexibility to work with multiple lendgof their choice. These products are directlggnated into our servicing platform, which
provides various features such as loan approvathudsement of funds, customer service, accountterance, federal reporting and billing
collections, payment processing, default aversitaim filing and uninsured loan recovery. Our saftes products include:

 Nteract — our Internet-based student loan originationeayst

* Ntrust — our centralized disbursement agent service.

* Ngenius — our origination and disbursement engine thapsus Ntrust and Nteract.
* Nservice — our servicing system for FFELP and private loans

These programs are designed to reduce pagerstceamline the approval process and improvenconication between a school’s
financial aid office and its students. The softwanées financial aid offices, lenders, studergsomndary markets and servicing companies,
reducing turnaround time, simplifying the procemsstudents and providing better service with feargors.

Management team with significant operating and adgition experienceOur management is led by Co-Chief Executive Officer
Michael S. Dunlap and Stephen F. Butterfield. Munlzp has worked in the financial services indu&in20 years, having served previously
as chief executive officer of Union Bank of Nebraskir. Butterfield has worked in the student loadustry for 14 years and the broader
financial services industry for 29 years. Mr. Dynfacuses on our day-to-day operating activitiesl, Br. Butterfield focuses on capital
markets and investor relations. Our senior empleydth management responsibilities have been vgtbruione of our predecessor compa
for an average of over ten years. Furthermore, ave Isuccessfully integrated the companies thatave hcquired and have retained their
employees. As a result, we have a management tédgmnsignificant experience and knowledge in botidsnt loan operations and portfolio
and company acquisitions.

Strategy

Our corporate objective is to further ourdership position in the student loan industry. Wemd to achieve this objective by executing
the following strategies:

« Establish and maintain leadership in all our pradun service offerings by utilizing our technology
 Focus on increasing our organic growth while maiitg a low-cost infrastructure.

« Strengthen existing relationships while establighiew ones.

« Continue our commitment to highly focused and giieed loan origination and acquisition practices.
» Opportunistically make company and portfolio acdigss.

Establish and maintain leadership in all our prodtiand service offerings by utilizing our technolog$chools, lenders, guaranty
agencies and borrowers in today’s student loansimdulemand cutting edge, state-of-the-art tectgyoto streamline the burdensome and
time consuming processes of originating, servieind administering student loans. We believe tratebhnology products that we provide
position us to become a preferred provider foripg@ants in the student loan industry and thatrtegpanded utilization will promote our
originations and acquisitions. Our user-friendl§tware not only allows us to service loans botkinally and for third parties, but also
continues to facilitate our growing position asraeferred originator and holder of loans for sch@aid borrowers. We will continue to invest,
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develop and upgrade our technology to help solidifiyleadership position and further penetratepmtiential market.

Focus on increasing our organic growth while mainitang a low-cost infrastructure We will continue to grow our student loan portfc
and maintain and capitalize on our low-cost infiacture to realize increased profitability as theustry expands. We believe there is
continued opportunity for significant growth in tigof the DOE’s projected growth rates for the stutdoan industry. To increase our organic
growth, we have expanded our sales and marketiicg fo promote FFELP loan origination and consdiateefforts. During the period from
August 2003 until the end of the first quarter 602, we may expand our sales and marketing foxes $0 increase personnel that market to
schools throughout the country by adding approxétyatO additional personnel, and may similarly @ase the number of our direct
consumer marketers by adding approximately 10@&taensumer marketing personnel in Denver, Colard@@an Lincoln, Nebraska and 30
in Fredericksburg, Virginia. We believe the infrasture we have developed has positioned us taraento achieve economies of scale and
be a low-cost provider to our customers. In thgard, we decreased our operating expenses asentsgye of average student loans from
0.78% in 1998 to 0.54% in 2002.

Strengthen existing relationships while establisigimew onesWe have extensive customer relationships with sishaad lenders
throughout the United States. We will continuedous on expanding the loan volume associated Wwibet existing relationships, while
establishing new ones through our sales force. #ve ha sales force of over 390 people, of whom agmtely 80 are calling directly on
colleges and universities, while the remaining aggnately 310 focus on marketing directly to boreya; We will continue to take advantage
of the sales force’s experience as well as our gemant’s industry knowledge and relationships.

Continue our commitment to highly focused and digkihed loan origination and acquisition practice¥Ve will continue to pursue our
conservative approach to asset quality by concimgran originating, acquiring and holding fedeyajuaranteed loans through the FFEL
Program, while maintaining a disciplined undervagtiapproach to private loans. As of September 303 2our student loan portfolio was
comprised of over 99% FFELP loans and less thapti9ate loans. Due to existing commitments, we exfiee percentage of private loans
in our student portfolio to increase to betweendr®d 2% over the next three years. Future circumstamay dictate or warrant incremental
increases. In any event, we will maintain our stiiederwriting standards for the limited amounpdfate loans in our portfolio.

Opportunistically make company and portfolio acqitisns. Although we have reached a point in our developmédrgre we offer a
comprehensive set of products and services eskentiar vertically integrated business model aadddfit from economies of scale and
organic growth, we will still consider acquisitioimsthe future. These may include either individeainpanies or loan portfolios that we
believe have the potential to enhance long-termetttdder value. Since our inception, we have aesgfal track record of acquisitions. We
have acquired and successfully integrated moretd#raaducation finance related companies and retased their key employees. As a
result, we have the experience and skill sets sacg$o acquire and integrate additional targetsaldd long-term value to our franchise and
are accretive to earnings.

Product and Service Offerings

Asset management, including student loan originat®and acquisition:

Our asset management business, including@stuidan originations and acquisitions, is our éstgoroduct and service offering and drives
the majority of our earnings. When we originate EFHoans on our own behalf or when we acquire FFElaRs from others, we engage one
or more “eligible lenders,” as defined in the HigBglucation Act, to act as our trustees to hold td all such originated and acquired FFELP
loans. These eligible lender trustees hold thel létmto our FFELP loans, and we hold 100% of biemeficial interests in those loans. We
have originated and acquired $8.3 billion in studeans since January 1, 2000, excluding subsidiaguisitions. We often originate loans
using the Nelnet brand name but, in many casesiseavell-known, geographically strategic brand raofeour branding
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partners, such as Education Solutions, Inc. andUBiank. This strategy gives us the flexibilitynbarket the brand with the best recognition
in a given region or at a given college or univgrsiVe originated 52.2%, 40.7% and 9.7% of the soatided to our student loan portfolio in
the nine months ended September 30, 2003 and & & 2001, respectively.

The branding partner channel for FFELP loagusitions is established by our various contragts FFELP lenders. In the nine months
ended September 30, 2003 and in 2002 and 2001%62285% and 36.2%, respectively, of our loan agitians were attributable to this
channel. We frequently act as exclusive marketgmnafor some branding partners in specified gaagcaareas. We ordinarily purchase
loans originated by those branding partners putsioaa commitment to purchase loans at a premiusnabpar, shortly following full
disbursement of the loans. We ordinarily retaimtsgo acquire loans subsequently made to the bamewers, or serial loans. Some
branding partners, however, retain rights to paosiof their loan originations. Origination and seing of loans made by branding partners is
performed by us during the lives of loan originatand servicing agreements so that loans do nat toclee changed to a different servicer
upon purchase by us. The marketing agreementsanthitments to purchase loans are ordinarily forstume term, which is commonly th
to five years in duration. These agreements orifljneontain provisions for automatic renewal focsassive terms, subject to termination by
notice at the end of a term or early terminatianbiceach. We are generally obligated to purchdsa #he loans originated by our branding
partners under these commitments, although ouidirgmpartners are not obligated to provide us &ithinimum amount of loans.

In addition to the branding partner chann&,have established a forward flow channel for aotgFFELP loans from third parties. In
the nine months ended September 30, 2003 and &) 2001, 15.3%, 21.7% and 33.4%, respectivélguoloan acquisitions were
attributable to this channel. The forward flow chahis established by entering into various agregspursuant to which FFELP lenders
retain responsibilities for marketing, but comnoitsell all or a portion of their future originat®to us at a premium. These forward flow
commitments frequently obligate the lender to aklloans made by the applicable lender, but ireothstances are limited to sales of loans
originated in certain specific geographic regiongxclude loans that are otherwise committed ftg gathird parties. We are generally
obligated to purchase loans subject to forward fmmmitments shortly following full disbursemenithaugh our forward flow lenders are
not obligated to provide us with a minimum amoufibans. We typically retain rights to purchasdadoans. The loans subject to purchase
are generally subject to a servicing agreement mgtfor the life of each such loan. Such forwaotvfcommitments ordinarily are for terms
three to five years in duration.
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As of September 30, 2003, the characteristicar student loan portfolio, exclusive of theammortized cost of acquisition, were as
described below.

Composition of Student Loan Portfolio
(As of September 30, 2003)
(dollars in thousands, except average outstandingalances)

Loans outstandin $9,913,87
FFELP loans

Stafford loans $5,200,63

PLUS/ SLS loans(e $273,59:
Consolidation loan $4,347,86
Private loan: $91,77-
Number of borrower 797,90:.
Average outstanding principal balance per borrc $12,42!
Number of loan: 2,181,26.
Average outstanding principal balance per | $4,54¢
Weighted average annual interest | 4.52%
Weighted average remaining term (mont 173.€

(&) Supplemental Loans for Students, or SLS,leetedecessor to unsubsidized Stafford loans.

Once a student’s loans have entered the neguatyor grace period, they are eligible to be chdated if they meet certain requirements.
Loan consolidation allows borrowers to make onenpatyt per month and extend the loan repayment pdrictidition to these attributes, in
recent years, historically low interest rates hemetributed to demand for consolidation loans. Teetrihis demand, we have developed an
extensive loan consolidation department to serveolaers with loans in our portfolio as well as lmwers whose loans are held by other
lenders.

Our capital markets and portfolio administratdepartments provide financing options to fundloan portfolio. We have a warehousing
capacity of over $2 billion through 364-day comni@rpaper conduit programs and participation fugdinrangements. These transactions
provide short-term asset financing for the purchestudent loan portfolios. The financings arestarcted to offer short-term capital and are
annually renewable.

Shortterm warehousing allows us to buy and manage stuioans prior to transferring them into more pererarfinancing arrangemen
Our large warehousing capacity allows us to pagdent loans in order to maximize loan portfolio retwderistics for efficient financing and to
properly time market conditions. Generally, loamat tbest fit long-term financing vehicles are sedddo be transferred into one of our long-
term securitizations. We hold loans in short-teraretiousing for a period of time ranging from apprately one month to as many as
18 months, at which point these loans are trarefanto one of our long-term securitizations. Besgatransferring those loans to a long-term
securitization includes certain fixed administrattosts, we maximize our economies of scale byutixerlarge transactions that routinely
price in line with our largest competitor. We arFegjuent issuer and benefit from a high levelane recognition by the asset-backed
investment community.

We had approximately $9.3 billion in assetkeal securities issued as of September 30, 200Bdimg auction-rate notes whose interest
rates are reset periodically. These asset-bacleedlises allow us to finance student loan assets awltiple years, thereby eliminating the
renewal risk associated with warehouse vehicles.

We rely upon securitization vehicles as oovstsignificant source of funding for student loansa long-term basis. The net cash flow we
receive from the securitized student loans generafiresents the excess amounts, if any, gendogitte underlying student loans over the
amounts required to be paid to
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the bondholders, after deducting servicing feesaarydother expenses relating to the securitizationaddition, some of the residual interests
in these securitizations may have been pledgeddars additional bond obligations. Our rights telclow from securitized student loans are
subordinate to bondholder interests and may faiktoerate any cash flow beyond what is due to paglhwlders.

Our original securitization transactions be@al996, utilizing a master trust structure, arate privately placed auction-rate note
securitizations. As the size and volume of our gézations increased, we began publicly offerisget-backed securities under shelf
registration statements, using special purposéietiVhen we deemed long-term interest ratesctittea we issued fixed-rate debt backed by
cash flows from FFELP loans with fixed-rate floavhich effectively match the funding of our assetd &abilities. In 2002, we began
accessing the term asset-backed securities maykesting amortizing multi-tranche LIBOR-indexediadle-rate debt securities. Almost all
of the securitization debt that we have issuedesiri96 is still outstanding today, including theatale and tax-exempt securitization debt
issued by companies we have acquired. We haveadifinancial guarantees from monoline insurerssamior/ subordinate structures to
assist in obtaining “AAA” ratings on our senior geitized debt in addition to cash reserves and &xspread to assist in obtaining “A” and
“AA” ratings on our subordinated debt. We intencctmtinue to issue auction rate notes, variable-aiat fixed-rate term asset-backed
securities and debt securities through other dgadtng vehicles in order to minimize our cost ofifls and give us the most flexibility to
optimize the return on our student loan assets.

We acquired UFS Securities in August 2008riter to enhance our access to brakester services related to our debt securitiesiaffs.
UFS Securities fits into our overall business stygitby effectively decreasing our costs associaifidaccessing the asset-backed
securitization market. UFS Securities sells certi@nches of our auction rate securities in co-eralealer arrangements with certain third-
party broker-dealers. Since UFS Securities hasrheamur wholly owned subsidiary, the fees thatdéenees in conjunction with sales of our
securities reduce our overall costs of issuanck respect to our auction rate securities. We intdritlis time to continue other business
activities of UFS Securities, including providingnsulting services to financial institutions andi®r-dealers, serving as a distributor of
accounts with the College Savings Plan and actranaunderwriter for mutual funds. The busineswidies of UFS Securities do not
constitute a material part of our business todag,there is no assurance that they will in therfutu

Our student loan origination and lending\atiéis could be significantly impacted by the réwarization of the Higher Education Act. For
example, if the single holder rule, which generafigtricts a competitor from consolidating loansagdrom a holder that owns all of a
student’s loans, is abolished, a substantial porifoour non-consolidated portfolio would be akrig being consolidated away by a
competitor. On the other hand, abolition of themnbuld also open up a portion of the rest of tlaek®t and provide us with the potential to
gain market share. The portion of the rest of tlaeket that would be opened up to us, as measuraglgregate principal amount of student
loans, would be greater than the portion of our-comnsolidated portfolio that would be at risk offgpconsolidated by a competitor. Other
potential changes which could impact us include:

« allowing refinancing of consolidation loans, whigiould open approximately 43% of our portfolio takuefinancing;

« allowing for variable-rate consolidation loans axtiended repayment terms of Stafford loans, whioblt/lead to less loans lost
through consolidation of our portfolio, but would@decrease our consolidation opportunities;

« allowing for increased borrower limits, which maypyide opportunities for increasing the average sizour future loan originations.

A further description of the issues in connectiathwhe reauthorization of the Higher Education Appears under “Industry Overview —
Federal Student Loan Programs — ReauthorizaticgheoHigher Education Act.”
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In addition, our efforts to expand into tlesolidation market are expected to be affectedebgntly amended Federal Trade Commission
rules and similar state regulations providing forcalled “do not call” registries. Under these sjleonsumers may have their phone numbers
added to a “do not call” registry, and we would @etly be prohibited from calling any such consusrtermarket our products and services.
This rule may restrict our ability to market effieely our products and services to new customarghErmore, compliance with this new rule
may prove difficult, and we may incur penaltiesifoproperly conducting our marketing activities.

Student Loan Servicing

We specialize in the servicing of federallyaganteed and private student loans. Our servidivigion offers lenders across the country a
complete line of education loan services, includecpvery of non-guaranteed loans, applicationgssitig, disbursement of funds, customer
service, account maintenance, federal reportingodliidg collections, payment processing, defawvk@ion and claim filing. Our student loan
and guarantee servicing divisions each uses aiptapr system to manage the servicing process.eTéystems provide for automated
compliance with most Higher Education Act regulasioFor additional information, see “— Software drrcts.”

Our quality and experience in student loawising is evident in the historical performanceonir entire pool of loan assets, which enjoys
a very low initial claim rejection rate due to sesr error, which is the percent of claims subndithy us or our servicing customers rejected
by a guaranty agency due to servicer error. In 20@initial claim rejection rate due to servieeror was approximately 0.25% of all claims
filed by us or servicing customers. The substamtiajority of these initial claim rejections are edr meaning a payment or the borrower’s
promise to pay has been received. Historically athgregate of our losses and those of our servmistpmers from rejected loans and inte
denials has been less than $1 million per yedessrthan 0.01% of our average servicing portfolio.

As we expand our student loan origination acquisition activities, we may face increased cefitipn with some of our servicing
customers. In the past, including in one case tfgeservicing customers have terminated their isarg relationships with us, and we could
in the future lose more servicing customers asaltteHowever, due to our life-of-loan servicingegments, we do not expect this loss and
potential loss of customers to have a material i#veffect on our results of operations for thedeeable future.

Guarantee Servicing

We provide servicing support for $20 billisnFFELP loans. This servicing support is provideduaranty agencies, which are the
organizations that serve as the intermediary betwlee federal government and the lender and whoeamonsible for paying the claims mi
on defaulted loans. One of our guarantee servicirsgomers recently notified us of its intention twtenew its servicing contract. The loss of
this customer is not expected to have a materiiatedn our results of operations.

Servicing Software

Our servicing software is focused on providiechnology solutions to education finance iss@es.subsidiaries, Idaho Financial
Associates, Inc. and Charter Account Systems,draxide student loan software and support for iestinvolved in the asset management
aspects of the student loan arena. In addition) B28utions, Inc., of which we own a 51% inter@sgvides customized software solutions to
help in the administration and management of thdestt loan process. Staffed with more than 100naragiers, support staff and
administrative support personnel, we provide saftwand maintenance to 34 different clients sergi@7 billion in student loan assets.
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Software Products

Our software products are designed to prouglan origination access to colleges and untiesswhile simplifying the financial aid
process. We also license our servicing softwardymsts to third-party student loan holders and sergi Our software products include the
following:

 Nteract — an Internet-based, open-architecture studentdagination and disbursement management systeéenadt provides a
complete solution for processing FFELP and prigtiielent loan certifications, initiating change sactions and comprehensive
application through disbursement reporting. Nteogarates in a real-time environment and can bessed for online inquiry at any
time 24 hours a day, seven days a week. Nterasteid by our student loan origination, acquisitinod portfolio management unit and
our student loan servicing un

Ntrust — a centralized disbursement service. It is a celmmsive, open-architecture solution for receiBREELP and private student
loan funds, reports and the student loan indusstdadardized data files. Ntrust provides a sipgiat of contact for the college or
university’s entire electronic loan processing reeadd provides redime loan disbursement adjustment processing. Nisussed by ot
student loan origination, acquisition and portfatianagement unit and our student loan servicing

Ngenius — the origination engine that supports the Ntaumst Nteract products. Used internally for our loaigination initiatives and
those of our customers, it is a table-driven oagjion platform which provides flexibility and schllity. The system interacts with
multiple guaranty agencies and can support andirisguarantee. Ngenius is used by our studentdogmation, acquisition and
portfolio management unit and our student loanisiny unit.

Nservice — our servicing engine for FFELP and private lodree Nservice system is a profile driven systelopdng for easy
implementation of most regulatory changes and rdpicelopment of custom loan programs. Software l[dpweent is aided by the use
high-level application development tools to speelivdry of enhancements. The Nservice system pesvidr automated compliance
with most Higher Education Act regulations. Nseevadso facilitates the servicing of FFELP and pgevaans into a single, integrated
servicing environment, improving service to schobtarowers and lenders. Nservice is used by agestt loan servicing unit, and the
software is also licensed to th-party student loan holders and servicers by owicag software unit

In addition to the products described abowepffer a variety of borrower services to asdistlsnts and parents in navigating the financial
aid process. These services include our unique @igher education resource, which provides fréermation on college planning and
financial aid, paired with a loyalty program toaall members to earn credit toward reducing the lcalari a student loan regardless of lender
or servicer. Another product, Nelnet Notes, prosgidaline assistance to help borrowers better utatetthe financial aid process, as well as
broader money management issues.

Generally, our non-servicing related softwareducts are operated for the benefit of our skond borrower customers on our hardware
without specific charges to the school or borrowénsr servicing software can be licensed to thadips for use on their hardware for which
they pay annual license and maintenance fees.

Our software products, including website eo&and functionality, have been developed and taiaied using internal business and
technical resources. External software consultargsitilized on selected occasions when circumstarequire specific technical knowledge
or experience. Costs associated with researchevelabment related to the development of compuiftware are expensed when incurret
accordance with SFAS No. 88ccounting for the Cost of Computer Software t@blkl, Leased or Otherwise Market&®esearch and
development machinery and equipment that havenaltiee future uses either in research and developawivities or otherwise are
capitalized and depreciated over their useful lives

All costs associated with website developnoerihe maintenance of existing software produmseapensed when incurred. We also
capitalize software costs under the provisionstafeégnent of Position 98-BAccounting for the Costs of Computer Software Dmpad or
Obtained for Internal Use
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Material software developments or enhancementsatfeatonsidered to have useful lives of greater tre year are capitalized and amorti
over their useful lives. Costs related to maintagnour purchased software including the costs oj@mming are expensed as incurred.
Purchased software is capitalized and amortized theeestimated useful life.

Interest Rate Risk Management

Since we generate the majority of our eammiingm the spread between the yield we receiveuniportfolio of student loans and the cost
of financing these loans, the interest rate seityitof our balance sheet could have a materia@atfbn our operations. Although the majority
of our student loans have variable-rate charatiesis interest rate environments when the spetialvance payment formula exceeds the
borrower rate, some of our student loans, primadgsolidation loans, have fixed-rate charactessto them.

We attempt to match the interest rate charistics of pools of loan assets with debt instmts®f substantially similar characteristics,
particularly in rising interest rate markets. Dadtte variability in duration of our assets andyirag market conditions, we do not attempt to
perfectly match the interest rate characteristidb® entire loan portfolio with the underlying déhstruments. To date, we have financed the
majority of our student loan portfolio with varigbtate debt.

In the current low interest rate environment, oBEEP loan portfolio is yielding excess income dogtte reduction in the interest rates
the variable-rate liabilities financing studentrigaat a fixed borrower rate. In higher interest xtvironments, where the interest rate rises
above the borrower rate and fixed-rate loans beoariable, the impact of the rate fluctuationsubstantially reduced. We have employed
various derivative instruments to help manage otarést rate risk. We periodically review mismattierest rate characteristics of our
portfolios of student loans and those of our undieg debt instruments in order to evaluate util@abf interest rate swaps and other
derivative instruments as part of our overall isknagement strategy. In the third quarter of 20@3entered into a fixed/floating swap, three
basis swaps and one cap contract in our curregrteisit rate risk management efforts, which are rapeeifically described in “Management’s
Discussion and Analysis of Financial Condition &w®bults of Operations — Liquidity and Capital Rases—Interest Rate Risk&s a resul
of our interest rate management activities, weeleliwe have reduced the volatility and effects w$iag interest rate environment. For
further information, see “Management’s Discussiod Analysis of Financial Condition and Results @ie€ations — Liquidity and Capital
Resources — Interest Rate Risk.”

Intellectual Property

We own numerous trademarks and service markientify our various products and services, limtlwords and logos, or by “design”
marks. We currently have approximately 15 pendimgjten registered marks for such products andesesyand we actively assert our rights
to those marks when we believe potential infringetmeay be occurring. We believe our marks and Idgos& developed and continue to
develop strong brand-name recognition in our ingueshd the consumer marketplace. Each of thesese® upon registration, an indefinite
duration so long as we continue to use the marron connection with such goods or services asihek identifies. In order to protect the
indefinite duration, we make filings to continugisdration of these marks. We own one patent agiidin that has been published with res
to a customer-loyalty program and have also agtigeserted our rights thereunder in situations e/kex believe our claims may be infringed
upon. If such patent is granted, it will have aadian and effect of 20 years from the date of agpion. We own many copyright-protected
works, including our various computer system caatesd displays, websites, publications and marketoigteral. We also have trade secret
rights to many of our processes and strategiespandoftware product designs. Our software praant protected by both registered and
common law copyrights. We also protect our softwaucts through strict confidentiality and owrpsprovisions placed in license
agreements which restrict the ability to copy, rilisite or disclose the software products. We atsgehadopted internal procedures design
preserve trade secrets with respect to our inteéproperty.
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We seek federal and/or state protection teflectual property when deemed appropriate, inowgatent, trademark/service mark and
copyright. The decision whether to seek such ptistieenay depend on the perceived value of thelatdtlal property, the likelihood of
securing protection, the cost of securing and raaiirtg that protection and the potential for infriament. Our employees are trained in the
fundamentals of intellectual property, intellectpebperty protection and infringement issues, aedadso required to sign agreements
requiring, among other things, confidentiality mide secrets, assignment of inventions and nonistion of other employees post-
termination. Consultants, suppliers and other lassirpartners are also required to sign nondis@asgneements to protect our proprietary
rights.

Seasonality

Origination of student loans is generallyjeabto seasonal trends, which correspond to thbag of each semester of the school year.
Student loans are disbursed as directed by theobahd are usually divided into two or three eqliabursements released at specified times
during the school year. The two periods of Aughsbtigh October and December through February atéouapproximately 73% of our
total annual disbursements. While applicationsdisdursements are seasonal, our earnings are ggmatstied to this cycle. Due to our
portfolio size, new disbursements or run-off foy @iven month will not materially change the ndenest earnings of the portfolio.
Consolidation loans are generally made prior tomonediately after the July 1 reset in a risingallifig interest rate environment.

Customers

We provide student loan servicing either diseor through our proprietary software to approately 1.7 million borrowers. We have
direct and indirect relationships with hundredsafeges and universities across the nation. We lsawicing agreements with 255 custor
and software license agreements with 34 licen$éatsvithstanding the depth of our customer base posiness is subject to some
vulnerability arising from concentrations of: loarigination volume with borrowers attending certaghools; loan origination volume
generated by certain branding partners; loan aadagitee servicing volume generated by certain $eavicing customers and guaranty
agencies; and software licensing volume generatesbtiain licensees. Our ability to maintain stroaelgtionships with significant schools,
branding partners, servicing customers, guarargyneigs and software licensees is subject to atyarfeisks. Termination of such a strong
relationship could result in a material adverseafbn our business. We cannot assure you thdbomard flow channel lenders or our
branding partners will continue their relationshigigh us. Loss of a strong relationship, like théth a significant branding partner, such as
Union Bank, or with schools such as University bbBnix and Nova Southeastern University from whiehdirectly or indirectly acquire a
significant volume of student loans, could resalain adverse effect on our business. For examplea [Southeastern University, from which
we purchased FFELP loans (through its relationsliiip Union Bank) comprising approximately 7.4% afrdotal student loan volume in
2002 and 5.9% for the nine months ended Septenth&0®3, has informed us and Union Bank, the dimequirer of the student loans, of its
intent to not renew its sale commitment startinguday 2007, in order to make a request for a pragospotential purchasers, including
Union Bank and us.

Competition

We face competition from many lenders inhiighly competitive student loan industry. Using size, we have leveraged economies of
scale to gain market share and compete by offexifull array of FFELP and private loan products aadrices. In addition, we differentiate
ourselves from other lenders through our vertistgration, technology and strong relationship$ willeges and universities.

We view SLM Corporation, the parent compahgallie Mae, as our largest competitor in loamimation, holding and servicing. SLM
Corporation services nearly half of all outstandifgELP loans and is the largest holder of studmanid, with a portfolio of nearly $70 billic
Large national and regional banks are also strongpetition, although many are involved only in aragion. In different geographic
locations across the country, we run into strongetition from the local tax-exempt student loacoselary markets. The FDL Program has
also reduced the origination volume available fBEE
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Program participants, which in 2002 accounted 8% 2f total volume, although this portion of tot@lume has decreased from
approximately 33% in 1998. In addition, in the st years, low interest rates have attracted nmewy competitors to the student loan

consolidation business.

Employees

As of September 30, 2003, we had approximdat@50 employees. Approximately 700 of these eyg#s hold professional and
management positions while 1,250 are in supportopeadational positions. None of our employees isoed by collective bargaining
agreements. We are not involved in any materigdudess with any of our employees, and we believer#iations with our employees are

good.

Properties

We maintain 14 principal offices in citiegegs the United States. We do not own any of oucjpal facilities. The following table lists

the principal facilities leased by us.

Lease

Square expiration
Location Function footage date
Albany, NY Charter Software Licensir 3,55( September 200
Boise, ID IFA Software Licensing 9,99: August 200t
Denver, CO Loan Servicing, Executive Management,
Technology 106,18! February 200!
Fredericksburg, V/ Loan Consolidatiol 18,00( May 2007
Honolulu, HI Sales 611 October 200
Indianapolis, IN Loan Servicing, Loan Generatii 58,77( February 200!
Jacksonville, FL Loan Servicing, Loan Generation, Technol 116,82¢ January 200
Lincoln, NE Corporate Headquarters, Loan Servicing, Loan
Generatior 94,90¢ December 201
Phoenix, AZ Capital Markets 3,50( N/A
Portland, ME Loan Generation, Salt 5,211 January 201
Tempe, AZ Loan Generatiol 3,431 March 2004
Tucson, AZ Loan Generatiol 42¢ June 200¢
Tulsa, OK Loan Generation, Salt 2,50( July 2008
Washington, DC Government Relations, Sal 1,80¢ May 2010

Litigation

We are subject to various claims, lawsuits roceedings that arise in the normal course sin@gs. These matters principally consist of
claims by borrowers disputing the manner in whiodirtloans have been processed. On the basis sdémrinformation, anticipated insurance
coverage and advice received from counsel, itasofhinion of our management that the dispositionltimate determination of these claims,
lawsuits and proceedings will not have a matedakase effect on our business, financial positioresults of operations.
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MANAGEMENT
Executive Officers and Directors

The following table sets forth our executive offe@and directors, and their ages and positionsf @ctober 31, 2003. Except as otherv
indicated, each of the Executive Directors spegifielow was appointed to that position as one ofoecutive Directors on August 8, 2003.

Name Age Position
Michael S. Dunlaj 40 Chairman and C-Chief Executive Office
Stephen F. Butterfiel 51 Vice Chairman and C-Chief Executive Office
Don R. Bouc 57 President and Direct
Terry J. Heime: 39 Chief Financial Officer and Executive Direc!
Hilario J. Arguinchon: 60 Executive Directo
David A. Bottega 46 Executive Director and Chief Marketing Offic
Raymond J. Ciarvell 46 Executive Director and Chief Information Offic
Todd M. Eichel 33 Executive Directo
Matthew D. Hall 43 Executive Directo
Charles Hose 43 Executive Directo
Dennis Leact 49 Executive Directo
Edward P. Martine 49 Executive Director and Secrete
Jeffrey R. Noordhoe 37 Executive Directo
Richard H. Pierc 60 Executive Directo
Dominic Rotondi 49 Executive Directo
Cheryl Watsor 42 Executive Directo
James P. Abe 52 Director
Thomas E. Hennin 50 Director
Lee E. Mikles 47 Director
Arturo Moreno 57 Director
Brian J. C Connor 48 Director
James H. VanHor 51 Director

Michael S. Dunlap

Michael S. Dunlap has served as our ChairamhCo-Chief Executive Officer since August 2003. Blunlap previously served as our
President and sole Chief Executive Officer from &aber 2001 until August 2003. He has been a meoflmir Board of Directors since
1989. As Chairman of our Board of Directors, Mr.nap is responsible for our overall strategy amdation. From January 1996 to
December 2001, Mr. Dunlap served as chairman afiédsl predecessor. In addition, since August 2803 Dunlap has been the non-
executive chairman of Union Bank and since Jant@8p, a director and president of Farmers & Merth&nvestment Inc. (the parent of
Union Bank and Trust Company). Union Bank and Fasn8eMerchants Investment Inc. are affiliates ofiét (see “Related Party
Transactions”). From January 2001 to August 2008,Minlap served as chief executive officer of UnRank. From January 1993 to
January 2001, Mr. Dunlap served as executive viesigent of Union Bank. Mr. Dunlap is also a memifethe Nebraska State Bar
Association. Mr. Dunlap received his B.S. degreEimance and Accounting and his J.D. degree frarithiversity of Nebraska.

Stephen F. Butterfielc

Stephen F. Butterfield has served as our GiefExecutive Officer since August 2003, and as\diage Chairman since March 2000. He
served as vice chairman and a director of NelpEslecessor since
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January 1996. Mr. Butterfield is responsible fom@aging our capital market relationships and invetations. Mr. Butterfield directs our
overall management and direction, including assethmsing, marketing of corporate services anddination of our capital market activiti
Mr. Butterfield has been involved in the studemriondustry since January 1989, first as presideatfor-profit student loan secondary
marketing facility located in Scottsdale, Arizoaad second as president of the Student Loan Adigmghuthority of Arizona, a non-profit
secondary marketing facility in Scottsdale, ArizoR&or to his work in the student loan industry,. Butterfield spent 15 years as an
investment banker, the last four years of whichHoettcher and Company, specializing in municipadrfce. Mr. Butterfield received his B
degree in business administration from ArizonaeStativersity.

Don R. Bouc

Don R. Bouc has served as our President anenaber of our Board of Directors since March 20@March 2001, Mr. Bouc became
president of Nelnet Corporation (subsequently reathielnet Corporate Services, Inc.), a subsidifiyadnet. From May 1997 through
March 2001, Mr. Bouc served as president of Nati&ucation Loan Network, Inc., a subsidiary of Metl From 1990 to 1997, Mr. Bouc
served as president of Nebraska Higher Educati@m[Ryogram, Inc., or NEBHELP. During his tenureahsisted in creating the Education
Finance Council and later served as its chairmmat9B5, Mr. Bouc founded Midwest Computing, Inbe teveloper of EASEL, a servicing
and related software package used by over 50 fiabinstitutions in the student loan industry. Fr&8v4 to 1985, Mr. Bouc worked for the
University of Nebraska Central Administration Cortipg Services network leaving as director of adsthaitive computing. Mr. Bouc earned
an undergraduate degree in math education in 186%ua M.S. in computer science in 1974 from theversity of Nebraska-Lincoln. He
served on the Board of Trustees of Lincoln Gendoapital from 1996 to 1998, and currently he senreshe Board of Trustees of Health
Lincoln, of Junior Achievement/Lincoln and for tNebraska Independent College Foundation. Mr. Basclieen appointed by the Secretary
of Education to the Federal Advisory Committee tud8nt Financial Assistance.

Terry J. Heimes

Terry J. Heimes has served as our Chief Eiah@fficer and as Executive Director in chargd-ofance since March 2001. He is
responsible for the coordination of all financiataaccounting functions. Active in our strategiarpling and direction, Mr. Heimes oversees
the preparation and issuance of financial statesneotporate accounting/tax matters and our agsstelol securitization and warehousing
activities. Mr. Heimes served as our Director fribfarch 2001 until August 2003 and as executive piasident of our subsidiary National
Education Loan Network, Inc., or NELNI, from Mar2B801 until October 2002. In October 1998, in cotioecwith the conversion and
acquisition of NEBHELP, Mr. Heimes became the \peesident of finance of National Education LoanWw®&k, Inc., a subsidiary of Nelnet.
Prior to joining NEBHELP, Mr. Heimes worked for tpablic accounting firm of KPMG LLP through 1992 asnanager in the audit
department. Mr. Heimes graduated magna cum lawde thhe University of Nebraska-Kearney with a B.&grde in business administration
with an emphasis in accounting.

Hilario J. Arguinchona

Hilario J. Arguinchona is our Executive Ditecin charge of Idaho Financial Associates, Indich does business as IFA Systems.
Mr. Arguinchona served as the executive vice pergidf NELNI from January 2001 until October 20@Aen he became an executive
director of NELNI, and served as one of our Direstioom January 2001 until August 2003. As prediddédFA Systems, Mr. Arguinchona is
responsible for the development, maintenance apteimentation of student loan software systems bgads and our clients.
Mr. Arguinchona has been active in the student lmasiness since 1978 and was a founding directdydth a guaranty agency and secon
market in Idaho. In 1986, Mr. Arguinchona startddHo Financial Associates, Inc. (dba IFA Systemgyivate secondary market for student
loans, which eventually became a company that deeel software for use in the student loan industry.
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Mr. Arguinchona was a founding director and sea®shairman of the board of directors of SyringalBia Boise, Idaho. He received his
B.S. degree in business administration from thevehsity of Idaho.

David A. Bottega

David A. Bottegal is one of our Executive &itors and our Chief Marketing Officer. Mr. Bottégarved as a senior vice president of
NELNI from September 2001 until he became an exeeulirector in October 2002, and also served asafrour Directors from Septemk
2001 until August 2003. Mr. Bottegal is responsiioleNelnet Marketing Solutions, our sales divisiomaddition, Mr. Bottegal assists in our
overall strategic direction as well as fostering significant client relationships. Prior to joigius, Mr. Bottegal spent 18 years with Sallie
Mae in various areas of the company, including piesident of sales and marketing from 1998 to 2M¥1 Bottegal received his M.B.A
from Marymount University and his B.A. from Catlwoliniversity in Washington, DC.

Raymond J. Ciarvelle

Raymond J. Ciarvella is one of our Executive Diestand has been our Chief Information Officer sifay 2003. Mr. Ciarvella has o\
13 years experience with us in various capacisiessing as one of our Directors from January 1988 August 2003. As our Chief
Information Officer, Mr. Ciarvella oversees ourdmtal Information Technology areas along with a henof our subsidiary companies,
including Charter Systems, IFA Systems and Nelratada Inc., and a number of our affiliates, inalgdb280 Solutions, Inc. and FirstMark
Services, LLC. As Chief Information Officer, Mr. &iella is responsible for the information techmgi@nd computer systems that support
our enterprise goals. Mr. Ciarvella is also engageather strategic partnerships and key clieritatives. Mr. Ciarvella served as the chief
operating officer of UNIPAC Service Corporationficseptember 1993 until March 2000. Prior to joinirsg Mr. Ciarvella had over 11 years
of experience with Electronic Data Systems inadiefts of information technology services. Mr. Cédliar received a B.S. degree in computer
science from Colorado State University.

Todd M. Eicher

Todd M. Eicher has served as our Executivedr in charge of Loan Generation since May 2003 .Eicher oversees and directs
School Product Support, Business Integration ahasalects of our Loan Origination operations. Mcher also has responsibility for our
relationship with ELM as the ELM NDN service progid Prior to his current role, he served as a setice president from July 1997 until
May 2003, when he became an Executive Director.B¥her received his J.D. degree from the UniversitNebraska College of Law.

Matthew D. Hall

Matthew D. Hall is our Executive Director pesisible for Loan Servicing. Mr. Hall served as ofeur Directors until August 2003 and
as a senior vice president of NELNI until he becamexecutive director of NELNI in October 2002.. Mall oversees and directs lender
product support, customer service, customer acoaymirocess engineering, conversions, claims #rapects of school and repayment I
servicing for our various loan servicing operatiddsor to his current position, Mr. Hall managad tan origination and loan servicing
operations. Before entering operations in 1992, H&dl was employed in our information systems dapant and was responsible for the
maintenance and development of our student loasicgsy system. Mr. Hall has ten years of operatior@agement experience and eight
years of experience in information systems, prognarg and management within the banking and findiegustries. He earned a bachr's
degree in business finance from Indiana University.
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Charles Hoses

Charles Hosea is our Executive Director iarge of GuaranTec, LLP, our subsidiary, which pilesisystem and operational support and
services to guaranty agencies participating irRlREL Program. Mr. Hosea has more than 17 yeardwfation loan experience with various
organizations, including financial institutions,aganty agencies and thighrty service providers. Mr. Hosea served as setterpresident c
NELNI until October 2002, when he became an exgewtirector of NELNI. Prior to becoming presidefiGuaranTec in 1996, he served
regional vice president for Electronic Data SystémBallahassee, Florida. Mr. Hosea received h& Begree in business administration f
Southeast Missouri State University.

Dennis Leach

Dennis Leach is our Executive Director responsibieCorporate Planning. This function develops araintains strategies for our prod
and service offerings within the organization. ¢ididion, Corporate Planning assists with key itii@s that have strategic impact for us.
Mr. Leach served as senior vice president of NEunil January 2001, when he became an executieetdir of NELNI. Prior to that, he
served as vice president of our subsidiary, In®nitolutions, Inc., from April 1998 until Januaiy®.. Mr. Leach has been involved in
education financing since 1983. He held a numbgosftions within Sallie Mae and had a consultinacfice serving a cross-section of
clients in the student loan industry. Prior to fhisition, he was responsible for Nelnet’s prodistelopment for business and technology
planning with InTuition, and was the presidentrf lition Solutions (prepaid college tuition plamadistration). Mr. Leach has a degree in
philosophy and economics from the University of tkern lowa.

Edward P. Martinez

Edward P. Martinez is our Executive Direasponsible for Legal, Policy Support, Facilitiesl @urchasing. Mr. Martinez joined us in
April 1989. Prior to joining us, Mr. Martinez waereral counsel to the Student Loan Division ofGoéorado Department of Higher
Education, was an assistant attorney general WwifCoblorado Attorney General's Office and was aoeiste with the law firm of Davis
Graham & Stubbs LLP in Denver, Colorado. Mr. Maatirreceived a J.D. degree from the University db@alo School of Law.

Jeffrey R. Noordhoel

Jeffrey R. Noordhoek is our Executive Diredtocharge of Capital Markets. Mr. Noordhoek heapgsur Capital Markets area and is
responsible for our securitization and capital re&sKunding efforts. Mr. Noordhoek served as seviicg president of NELNI from March
2001 until October 2002, when he became an exexdtrector of NELNI, and served as a vice presidémelnet’s predecessor prior to that.
Mr. Noordhoek has been in our capital markets aiege 1996. Prior to joining us, Mr. Noordhoek sehas a senior associate for State Street
Capital Corporation where he assisted in the d@stabknt of commercial paper conduit financing vidsicMr. Noordhoek received his B.S.
degree in business administration from the Uniteis Nebraska and his M.B.A. from Boston Univeysit

Richard H. Pierce

Richard H. Pierce is our Executive Directocharge of Portfolio Management. Mr. Pierce sea&d Director until August 2003 and as
an executive vice president of NELNI from Janua®@@ZP until he became an executive director of NElLtfNDctober 2002. Mr. Pierce
developed the MES Foundation and has headed thgtagoy since its origin in 1983. He has served ith lkee Maine House of
Representatives and the Maine Senate, servingasate Majority Leader from 1978-1982. Among hisynexperiences, Mr. Pierce has
served as the commissioner of the Education Coninisd the State of Maine, on the White House Cossinin on Presidential Scholars, as
Director of the National Council of Higher Educatiboan Programs and as a member of the review fantie Harry S. Truman
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Scholarship Foundation. Regionally, he has servethe New England Financial Aid Policy Council, tdew England Board of Higher
Education and on several legislative task forceswds a founding member of the Education Finanas€iband served several terms on its
board, including two years as its chairman. Mrréteserved as one of our Directors from Januaryl 201il August 2003. Mr. Pierce recei\
his A.B. degree from Boston University and a M.S fdm the University of Maine.

Dominic Rotondi

Dominic Rotondi is our Executive Directordharge of Charter Account Systems, a subsidialyebfiet. Mr. Rotondi was one of the
founders of Charter Account Systems and servesegient of that company. He has been involvedlircgon finance and data processing
for 26 years, including positions at the New Endl&tudent Loan Marketing Association and the NewkYdigher Eduction Services
Corporation. Mr. Rotondi received a B.S. degremanagement from Rensselaer Polytechnic Institute.

Cheryl Watson

Cheryl Watson is our Executive Director rasgble for Investor Relations. Ms. Watson servedras of our Directors from April 2002
until August of 2003 and served as an executive piesident of NELNI from April 2002 until she bewaan executive director of NELNI in
October 2002. She also serves as president ofIEESpne of our wholly owned subsidiaries. In aiddi, she participates in our strategic
planning and capital markets initiatives. Priojdiming us, Ms. Watson was employed with Sallie Mae. and USA Group Secondary
Market Services, Inc. and was vice president agasurer of Sallie Mae Servicing, LLP and president chief financial officer of USA
Group Secondary Market Services, Inc. She hasflreldcial service positions in education lendingl @nivate industry for over 18 years. ¢
serves on the board of directors for the Greatgiahapolis Area YMCA and serves as treasurer feiRlverview Hospital Foundation.

Ms. Watson received a B.S. degree from Indiana &msity and is a certified public accountant.

James P. Abe

James P. Abel has served as a member ofaand®f Directors since August 2003. Mr. Abel harved as a director of our subsidiary,
NHELP-I, Inc., from 2000 until becoming our DirectorAugust 2003. Since 1983, Mr. Abel has served asigeat and chief executive
officer of NEBCO, Inc., a company with interestglie manufacture of building materials, construtgtiasurance, mining, railroading,
farming and real estate. Mr. Abel serves on thedwmaf directors of Ameritas Life Insurance Comdé.inweld, Inc. He is an Advisory Boe
Member for the US Bank Lincoln. Mr. Abel receive® . degree from Arizona State University.

Thomas E. Henninc

Thomas E. Henning has served as a member@aard of Directors since August 2003. Mr. Hemnlivas served as a director of Security
Financial Life Insurance Company since 1987 anprasident and chief operating officer since 1990. IMenning serves as chairman,
president and chief executive officer of Securitytial Life Nebraska, as well as its wholly ownebdsdiary, Security Financial Life
Insurance Company. Previously, Mr. Henning sengedrasident and chief operating officer of NatioBahk of Commerce of Lincoln,
Nebraska and executive vice president of First CensmBancshares between 1985 and 1990. Mr. Heimagraduate of the University
Nebraska as well as Stonier Graduate School of Bgrét Rutgers University. He also has completedilharton Scho’s Effective
Management Program. Mr. Henning holds the CLU aRé @esignations. Mr. Henning is a member of theebtinent and Executive
Committee and board of the University of Nebras&arfelation and serves on Lincoln Plating Companysigory Board.
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Lee E. Mikles

Lee E. Mikles has served as a member of @ardof Directors since August 2003. Mr. Mikles lsasved as a director of our subsidiary,
Nelnet Education Loan Funding, Inc., since 1998. Mikles has served since 1992 as chairman of Mikidler Mgmt., Inc., a registere
investment adviser, and as chairman of Mikles/MiBecurities, L.L.C., a registered broker-dealenyf 1998 to the present. Formed in 1992,
Mikles/Miller Mgmt., Inc. is the managing generarmer of the Kodiak family of investment funds.efirm manages funds for institutional
clients worldwide. Prior to the formation of Mikiddiller Mgmt., Inc., Mr. Mikles headed Mikles/MilleGroup, an affiliate of Shearson
Lehman Brothers. Mr. Mikles serves on the boarddirgfctors of Coastcast Corporation and Boss Hgkliinc.

Arturo Moreno

Arturo Moreno has served as a member of @ar® of Directors since August 2003. Mr. Morenovedras president, chief operating
officer and director of Outdoor Systems, Inc. frd@84 until 1999. Under Mr. Moreno’s leadership, @agr Systems became the largest
outdoor advertising organization in North Americalavas the first such company to go public. In 1988 company was sold to
Infinity/CBS and in 2000 it merged with Viacom. Jane of 2003, Mr. Moreno purchased the Anaheim Fgeofessional Baseball Team
and currently serves as its president. As founfléhe Moreno Family Foundation, he is deeply inealwith issues related to children and
education. Mr. Moreno received his B.S. degree amketing from the University of Arizona in 1973.

Brian J. O’Connor

Brian J. O’Connor has served as a membeuoBoard of Directors since August 2003. Mr. O'Conhas served as a director of our
subsidiaries, Nelnet Education Loan Funding, Isinice 1998 and Nelnet Private Student Loan Corjmordf since 2001. Since 1997,
Mr. O’Connor has held the position of senior vicegident at Hutchinson, Shockey, Erley & Co., whiclderwrites and trades securities for
various local governments in Arizona and the westémited States. From 1990 to 1997, he was a seiterpresident with Alden Capital
Markets, Inc.; from 1988 to 1990, he served asosence president with Capital Markets Corporatitmom 1987 to 1988, he was a vice
president for Security Pacific Merchant Bank in &hi&; and from 1983 to 1987, Mr. O’Connor was vithettcher & Company, Inc., a
regional investment banking firm specializing inmmaipal finance. In addition, Mr. O’Connor serveslamember of the board of directors
and audit committee of Outdoor Systems, Inc. fr@82lto 1999.

James H. VanHorn

James H. VanHorn has served as a member &@aard of Directors since March 2001. Mr. VanH@s1the former Executive Director of
Loan Generation, which provides fee-based lend®icieg and educational support services to govemnand private entities. Mr. VanHorn
served as our Senior Vice President from March 2000 October 2002, when he became our Executivedibr. Mr. VanHorn left his
position as Executive Director in June 2003 andethiter has served as president and chief exeaoftivoer of InTuition Development
Holdings, LLC, which is not affiliated with Nelné¥lr. VanHorn has more than 28 years of operatiemperience with Bethlehem Steel,
Astro Metallurgical, InTuition, Inc. and Nelnet.i@rto our acquisition of InTuition, Inc., he joidénTuition in 1994, became president in
1998 and continued serving as president of InTjtioc. until June 2003. Before serving as predidémTuition, Inc., Mr. VanHorn served
as vice president of operations at Astro Metalleajin Wooster, Ohio. He earned his M.B.A. at Jackille University and his B.S.C.E. at
Valparaiso University.
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Board Composition
Our board of directors is composed of a nigjaf independent directors as defined by theguaethe New York Stock Exchange.
Board Committees

Our board of directors has established aiit aathmittee, a compensation committee, a nomigadimd corporate governance committee
and an executive committee. Each committee, ottaar the executive committee, is composed entirelydependent directors.

Our audit committee is composed of Messrartiteg, Mikles and O’Connor. The audit committeevides assistance to our board of
directors in its oversight of the integrity of dirancial statements, the qualifications and ingel@mce of our independent auditors, the
performance of our internal audit functions, thegadures undertaken by the independent auditore@ncbmpliance with other regulatory
and legal requirements. Our audit committee opsnatiesuant to a formal written charter.

Our compensation committee is composed ofskéeé\bel, Mikles and Moreno. The compensation citemoversees our compensation
and benefit policies. Our compensation policiesdmsigned with the goal of maximizing shareholddug over the long term. The
compensation committee believes that this goa¢# bealized by utilizing a compensation prograniciviserves to attract and retain superior
executive talent by providing management with penfance-based incentives and closely aligning thenftial interests of management with
those of our shareholders. Our compensation progamnbines two components: base salary and annanakb@he level of compensation is
based on numerous factors, including achievemerdgsafits and financial objectives established byommpensation committee and our bc
of directors. Salary and bonus compensation avaneseviewed regularly for competitiveness anddatermined in large part by referenci
compensation levels for comparable positions atparable companies.

Our nominating and corporate governance cdtamis composed of Messrs. Henning, Mikles anddditr. The nominating and
corporate governance committee is responsibledfatifying and recommending qualified nomineesetiws on our board of directors as well
as developing and overseeing our internal corp@@aternance processes.

Our executive committee is composed of Medf3uslap, Butterfield, Bouc and O’Connor.
Compensation Committee Interlocks and Insider Parttipation

Prior to August 2003, Messrs. Dunlap, Buittdf Bouc, Pierce and K. Jon Kern, a former ExigeuDirector, participated in deliberations
concerning executive officer compensation. No memoheur compensation committee serves or in ttst pas served as a member of
another entity’s board of directors or compensatiommittee, which entity has one or more execuifieers serving as a member of our
board of directors or compensation committee.

Compensation of Directors

Our independent directors receive an anrefalrrer of $50,000. We also pay an additional ahratainer of $10,000 to those independent
directors who serve on the audit committee, thepmrsation committee, the executive committee ontminating and corporate governa
committee, as applicable. Independent directors edsn a fee of $1,000 for each board meeting@ettand $1,000 for each committee
meeting attended. Our directors, other than ougpeddent directors, do not receive any considerdioparticipation in board meetings or
committee meetings.
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Our board of directors has adopted, and loareholders have approved, a share-based commempktn for nonemployee directors
pursuant to which our nonemployee directors willdhan election to receive their annual retaines faghe form of cash or our Class A
common stock. Up to 100,000 shares may be issugel tine plan, subject to antidilution adjustmentthie event of certain changes in our
capital structure. If a nonemployee director el¢ateceive Class A common stock, the number ofeshaf Class A common stock that will
be awarded will be equal to the amount of the ahratainer fee otherwise payable in cash divide@5% of the fair market value of a share
of Class A common stock on the date the fee islpgay&lonemployee directors who choose to receies<A common stock may also elect
to defer receipt of the Class A common stock uatinination of their service on our board of diogst Any dividends paid in respect of
deferred shares during the deferral period wilbdle deferred in the form of additional shares gaid out at termination from our board of
directors. Notwithstanding the foregoing, no elees will be available to any nonemployee directorannual retainer fees payable for
calendar year 2004. Instead, the annual retaimeiofeeach nonemployee director for calendar y@ad vill be paid currently in the form o
number of shares of Class A common stock deterntiyatividing the amount of the annual retainerdédeerwise payable by 85% of the
initial public offering price per share in this efing. The plan may be amended or terminated byoard of directors at any time, but no
amendment or termination will adversely affect agroployee director’s rights with respect to pregigudeferred shares without the consent
of the nonemployee director.

Agreements with Employees

In May 2001, Richard H. Pierce, our Execufieector in charge of Portfolio Management, enteréo an employment agreement with
one of our subsidiaries, Nelnet Corporate Serviees,(formerly known as Nelnet Corporation). Thggeement extends until April 2006, af
which it shall renew for successive one-year tenniess terminated earlier by Nelnet Corporate $esvilnc. or Mr. Pierce upon the
occurrence of certain events or upon 90 days’ adtiem either party prior to the end of the initiatm or any renewal term. Mr. Pierce
received a base salary of $382,000 in 2001, whicbuamt gradually decreases until it reaches $300/9Q006. In addition, Mr. Pierce is
entitled to receive an annual bonus tied to outgprearnings, which shall not exceed $700,000. &telorporate Services, Inc. shall continue
to pay Mr. Pierce’s base salary and a pro-ratetiqgmoof the bonus he would have received duringyter his employment terminates, if
Nelnet Corporate Services, Inc. terminates theeageat without cause or if Mr. Pierce resigns frampwosition with good reason, in ec
case as defined in the employment agreement. Tieemgnt also prohibits Mr. Pierce from having angibess-related contact with
competitors, customers or service providers of Bte@orporate Services, Inc. or any of its affil&as® long as Mr. Pierce continues to receive
compensation payments from Nelnet Corporate Sesyloe..

We have not entered into employment agreesngith any of our other named executive officers.
Executive Compensation

The following table sets forth summary infation relating to compensation paid for servicesleged for our fiscal year ended
December 31, 2002, with respect to the compenspa@hand bonuses granted to our Claef Executive Officers as well as each of oureo
five most highly compensated executive officergheaf whose aggregate compensation during thédisast year was greater than $100,000.
Messrs. Dunlap’s and Butterfield’s annual salardfgctive August 1, 2003, are $1,000,000 each,Mndouc’s annual salary, effective
August 1, 2003, which will be payable by us, is @880. In addition, they are each entitled to needionus compensation as described below
under “— Executive Officers Bonus Plan.” Furtherthe third quarter of 2003, Mr. Heimes receivdzbaus of $408,000 in connection with
the termination of our consulting agreement witle&@Plains Financial, LLC, which is described urfiRalated Party Transactions —
Transactions with Miscellaneous Related Partiesd’ r. Ciarvella received a bonus of $897,000 inreertion with the termination of his
employment agreement. Salaries and bonuses arafptie discretion of our board of directors. Forgmses of this prospectus, we will refer
to the executive officers named in the table bedswthe named executive officers.
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Summary Compensation Table

Annual compensation(a) All other
compensation
Name and principal position Year Salary ($) Bonus%)(b) $)(c)

Michael S. Dunlaj 200z 450,00( 675,19¢ 2,642
Ca-Chief Executive Office

Stephen F. Butterfiel 200z 450,00( 675,19¢ 2,642
Cao-Chief Executive Office

Don R. Bouc 200z 700,00((d) — 1,83(
Presiden

Terry J. Heime: 200z 179,16 150,00( 5,23
Chief Financial Officel

David A. Bottega 200z 179,16 150,00( 5,307
Executive Director and Chief Marketing Offic

Raymond J. Ciarvell 200z 240,00( 510,00t 6,07¢
Executive Director and Chief Information Offic

Richard H. Pierci 2002 380,00 700,00( 6,10(

Executive Directo

(a) Executive officers may receive perquisites pesonal benefits, the dollar amounts of whichterlew current Securities and Exchange
Commission thresholds for reporting requireme

(b) Amounts represent bonuses paid in 2003 for servaredered during the 2002 calendar y:

(c) Amounts represent matching contributions urmer401(k) plan in the following amounts: Mr. Dapl$2,450, Mr. Butterfield $2,450,
Mr. Bouc $1,710, Mr. Heimes $4,872, Mr. Bottega)®W, Mr. Ciarvella $5,500 and Mr. Pierce $5,50@4 aremiums on life insurance
in the following amounts: Mr. Dunlap $192, Mr. Bartfield $192, Mr. Bouc $120, Mr. Heimes $360, Mnot&gal $360, Mr. Ciarvella
$576 and Mr. Pierce $60

(d) $650,000 of Mr. Bouc's salary was paid by GiRlains Financial, LLC, which had a consultingaagement with Nelnet. See “Related
Party Transaction— Transactions with Miscellaneous Related P&” for a description of the consulting arrangem

Options/SARs/Restricted Stock/LTIPs

We do not have any stock option, SAR or otbeg-term incentive plans, other than the restdatock plan, and we have not issued any
stock options, SARs or restricted shares.

Employee Share Purchase Plan

Our board of directors has adopted, and lbareholders have approved, an employee share @erghen pursuant to which our
employees and employees of our designated sulissliaill be entitled to purchase our Class A comrstmtk. The employee share purchase
plan is intended to enhance our ability to atteaxd retain employees and to better enable suchnpets participate in our long-term success
and growth.

The employee share purchase plan will be aiditered by our compensation committee. Subjetttd@xpress provisions of the employee
share purchase plan, our compensation committethbgmwer to determine the terms and conditioresach offering of shares to employees
under the plan, and it has the authority to adoptravise rules governing the plan and to interfireterms and provisions of the plan.

A total of 1,000,000 shares of our Class Mmpwn stock are reserved for issuance under theoylshare purchase plan, subject to
equitable adjustment by the compensation commiittéiee event of stock dividends, recapitalizatiand other similar corporate events. Al
our employees and those employees of our partingatbsidiaries, other than those whose custoeraployment is 20 hours or less per
week, who have been employed for at least six nmmthanother period determined by our compensatommittee not in excess of two
years, will be eligible to purchase Class A commtmtk under the plan. The participating subsidsawiél be those designated by t
compensation committee to participate in the emgeaghare purchase plan.
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The plan is designed to qualify as an “emetogtock purchase plan” under Section 423 of ttaeCbhe plan will allow participating
employees to purchase our Class A common stockighrpayroll withholding. The plan provides for censtive six-month offering periods
(or other periods of not more than 27 months, &srdened by our compensation committee) under whartticipating employees can elec
have amounts withheld from their total compensatioring the offering period and applied to purchaseClass A common stock at the end
of the period. Unless otherwise determined by ampmensation committee before an offering period pirchase price will be the lesser of
85% of the fair market value of our Class A comrstock at the beginning or end of the offering periapplicable Code limitations specify,
in general, that a participant’s right to purchasek under the plan cannot accrue at a rate iessxaf $25,000 (based on the value at the
beginning of the applicable offering periods) paleadar year.

The employee share purchase plan will terteimdnen all shares authorized to be issued undiavie been exhausted. Our board of
directors may discontinue the employee share paechkn at any time and may amend it from timéme t

Executive Officers Bonus Plan

Our board of directors has adopted, and vilenvgiintain, an executive officers bonus plan parguo which our Co-Chief Executive
Officers and President will be entitled to receswmual bonus compensation based upon our consalidaet income before taxes. The
purpose of the executive officers bonus plan jsrtwvide our Co-Chief Executive Officers and Prestdeith an opportunity to earn annual
bonus compensation as an incentive and rewardhéar leadership, ability and exceptional serviddwe executive officers bonus plan will be
administered by our compensation committee.

Our Co-Chief Executive Officers and Presideititeach be entitled to receive an annual borqusakto 0.85% of our consolidated net
income before taxes, computed in accordance witlergdly accepted accounting principles. Our Pregidennual bonus may not exceed
$500,000. Annual bonuses payable under the pldibeiaid in cash after the end of each calendar. ye

Our board of directors may terminate the akee officers bonus plan and may amend it frometim time, but no termination or
amendment will adversely affect the rights of an@ive to a previously earned but unpaid bonus.

Restricted Stock Plan

Our board of directors has adopted, and lbareholders have approved, a restricted stock plaamrestricted stock plan is intended to
provide incentives to attract, retain and motivaie employees in order to achieve our long-ternmgincand profitability objectives. The
restricted stock plan provides for the grant tgible employees of awards of restricted sharesiofatass A common stock. An aggregate of
1,000,000 shares of our Class A common stock haea beserved for issuance under the restricte# ptan, subject to antidilution
adjustments in the event of certain changes ircapital structure. Shares of our Class A commocksgsued pursuant to the restricted stock
plan will be either authorized but unissued shardseasury shares.

Our employees and the employees of our siansd and affiliates will be eligible to be gramtewards of restricted stock under the
restricted stock plan. The restricted stock plalhtve administered by the compensation committeguch other board committee (or the
entire board of directors) as may be designateadubyoard of directors. The committee will deterenimhich eligible employees receive
awards and the terms and conditions of these awahdscommittee will have authority to waive coidlis relating to an award or accelerate
vesting of awards. In addition, our Co-Chief ExéeriOfficers will have the authority to make awatdgler the restricted stock plan to
employees not subject to Section 16 of the Exchawgesubject to limitations imposed by the comestt

Awards of restricted shares will be subject to stedtrictions on transferability and other restoigs, if any, as the committee may imp«
Such restrictions will lapse under circumstancethasommittee
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may determine, including based upon a specifietbgeaf continued employment or upon the achieveréperformance criteria. Except as
otherwise determined by the committee, eligible leyges granted restricted shares will have alhefrights of a shareholder, including the
right to vote restricted shares and receive dividehereon, and unvested restricted shares witiieited upon termination of employment
during the applicable restriction period.

We currently anticipate that awards of restrictedres will be granted to employees engaged a®patr salesforce and that the restri
shares will only be granted if certain performagoals are met. Moreover, it is our current intemtioat, once granted, the awards will vest
ratably over a multi-year period, provided the esgpke remains employed through the applicable vgstates.

The restricted stock plan may be amended, suspewdedninated by our board of directors at anyetim whole or in part. However, a
amendment for which shareholder approval is requireder the rules of any stock exchange or autahwaietation system on which our
Class A common stock may then be listed or quotéichat be effective until such shareholder appidwas been obtained. In addition, no
amendment, suspension or termination of the réstristock plan may materially and adversely affieetrights of a participant under any
award theretofore granted to him or her withoutdbesent of the affected participant.

The restricted stock plan is effective adlofember 13, 2003. Unless earlier terminated, ¢éstricted stock plan will expire on
November 13, 2013, and no further awards may betegahereunder after such dz
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PRINCIPAL SHAREHOLDERS

The following table sets forth informatiorgeeding the beneficial ownership of each classusfommmon stock immediately before and
after the sale of 8,000,000 shares of our Classmngon stock in this offering by:

 each person, entity or group known by us to beiadffjoown more than five percent of the outstandshgres of any class our common
stock;

« each of the named executive officers;
« each of our directors; and
« all of our executive officers and directors as augr.

Beneficial ownership is determined in accomawith the rules and regulations of the Securiiied Exchange Commission. Under these
rules, a person is deemed to beneficially own aesbbour common stock if that person has or shawméiag power or investment power with
respect to that share, or has the right to acdpgireficial ownership of that share within 60 dagsluding through the exercise of any option,
warrant or other right or the conversion of anyeotbecurity.

The number of shares of Class B common diarc&ach person in the tables below assumes susbrsedo not convert any Class B
common stock into Class A common stock. Unlessratise indicated in a footnote, the address of daehpercent beneficial owner is
c/o Nelnet, Inc., 121 South 13th Street, Suite 2@igoln, Nebraska 68508. As of the date of thisspectus, Nelnet had 147 holders of rec
of its Class A common stock and six holders of réaf its Class B common stock. Unless otherwiskcieted in a footnote, the persons
named in the tables below have sole voting andstmvent power with respect to all shares of comntocksshown as being beneficially
owned by them.

Beneficial Ownership Before This Offering

Percentage of

Percentage of shares combined
Number of shares beneficially owned beneficially omed(1) voting power
of all classes
Name Class A Class B Total Class A ClassB  Total sfock(2)
Michael S. Dunlaj 16,211,02(3) 9,830,20(4) 26,041,22 52.5% 70.1% 57.&% 66.€%
Stephen F. Butterfiel — 5,779,94(5)(6) 5,779,94. —  41.2% 12.&% 33.8%
Angela L. Mulheiser 18,170,41(7) 2,000,00((8) 20,170,41 58.6% 14.2% 44.&% 22.2%
Union Bank and Trust Company( 5,142,41 2,000,001 7,142,41 16.€% 14.2% 15.9% 14.7%
Packers Service Group, Inc.(1 11,068,60. — 11,068,60. 35% — 24.&% 6.5%
Don R. Bouc(11 1,571,99I — 1,571,99 51% — 3.5% *
Terry J. Heime: 218,19( — 218,19( * — * *
Hilario J. Arguinchon: 522,90( — 522,90( 1.7% — 1.2% *
David A. Bottega 449,61( — 449,61( 1.4% — 1.C% *
Raymond J. Ciarvell 349,10 — 349,10 1.1% — * *
Todd M. Eicher(12 402,30: — 402,30: 1.2% — * *
Matthew D. Hall 204,90: — 204,90: * — * *
Charles Hose 115,08( — 115,08( * — * *
Dennis Leact 21,00( — 21,00( * — * *
Edward P. Martine 92,13: — 92,13: * — * *
Jeffrey R. Noordhoek(1: 750,00( — 750,00( 24% — 1.7% *
Richard H. Pierci 460,74( — 460,74( 1.5% — 1.C% *
Dominic Rotondi 12,60( — 12,60( * — * *
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Percentage of

Percentage of shares combined
Number of shares beneficially owned beneficially omed(1) voting power
of all classes
Name Class A Class B Total Class A Class B Total sfock(2)
Cheryl Watsor 69,99¢ — 69,99¢ * — * *
James P. Abe — — — — — — —
Thomas E. Hennin — — — — — — —
Lee E. Mikles — — — — — — —
Arturo Moreno — — — — — — —
Brian J. C Connor — — — — — — —
James H. VanHor 115,08( — 115,08( * — * *
Executive officers and directors a
group (22 person: 21,566,64 14,023,45 35,590,10 69.5% 100.(% 79.0% 94.5%
Beneficial Ownership After This Offering
Percentage of
Percentage of shares combined
Number of shares beneficially owned beneficially omed(1) voting power
of all classes
Name Class A Class B Total Class A Class B Total sfock(2)
Michael S. Dunlaj 16,211,02(3) 9,830,20(4) 26,041,22 41.€% 70.1% 49.1% 63.%%
Stephen F. Butterfiel — 5,779,94.(5)(6) 5,779,94. — 41.2% 10.% 32.2%
Angela L. Mulheiser 18,170,41(7) 2,000,00(8) 20,170,41 46.€% 14.2% 38.(% 21.5%
Union Bank and Trust Company( 5,142,41 2,000,001 7,142,41 13.2% 14.2% 13.2% 14.(%
Packers Service Group(1 11,068,60 — 11,068,60. 28.% — 20.9% 6.2%
Don R. Bouc(11 1,571,99 — 1,571,99 4.C% — 3.C% *
Terry J. Heime! 218,19( — 218,19( * — * *
Hilario J. Arguinchon: 522,90( — 522,90( 1.3% — * *
David A. Bottega 449,61( — 449,61( 1.2% — * *
Raymond J. Ciarvell 349,10 — 349,10 * — * *
Todd M. Eicher(12 402,30: — 402,30: 1.% — * *
Matthew D. Hall 204,90: — 204,90: * — * *
Charles Hose 115,08 — 115,08 & — & &
Dennis Leact 21,00( — 21,00( * — * *
Edward P. Martine 92,13: — 92,13! * — * *
Jeffrey R. Noordhoek(1: 750,00( — 750,00( 1.% — 1.4% *
Richard H. Pierci 460,74( — 460,74( 1.2% — * *
Dominic Rotondi 12,60( — 12,60( * — * *
Cheryl Watsor 69,99¢ — 69,99¢ * — * *
James P. Abe — — — — — — —
Thomas E. Hennin — — — — — — —
Lee E. Mikles — — — — — — —
Arturo Moreno — — — — — — —
Brian J. C Connor — — — — — — —
James H. VanHor 115,08( — 115,08( * — * *
Executive officers and directors a
group (22 person: 21,566,64 14,023,45 35,590,10 55.2% 100.(% 67.1% 90.2%

85




*  Less than 1%

(1) Based on:

« 31,015,034 shares of Class A common stock and 3462 shares of Class B common stock outstandieg giving effect to our
recapitalization but immediately before this offeyj and

« 39,015,034 shares of Class A common stock and 3462 shares of Class B common stock outstandingedmately after the sale
of shares of our Class A common stock in this dffgr

(2) These percentages reflect the different vatiglats of our Class A common stock and our Clag®®Bmon stock. Each share of Class A
common stock has one vote and each share of ClasmBion stock has ten votes on all matters to bedvapon by our shareholde

(3) Consists of shares owned by entities whichMmlap may be deemed to control, consisting 0f088,604 shares owned by Packers
Service Group, of which Mr. Dunlap is a directodamesident and owns 28.3% of the outstanding alagtibck, 842,417 shares owned
by Union Bank as Trustee for the University of Neetka Foundation and 4,300,000 shares owned by WBdaok as Trustee under
several grantor retained annuity trusts (the “CR$3RATS”). Mr. Dunlap is non-executive chairmanasfd controls Union Bank
through Farmers & Merchants Investment Inc., ofalsh¥ir. Dunlap is a director and president and oamsontrols 38.4% of the
outstanding voting stock. Mr. Dunlap disclaims Hari@ ownership of the shares held by Union Baekraustee for the University of
Nebraska Foundation and under the Class A GRATalstedisclaims beneficial ownership of the shaedd by Packers Servi
Group, except to the extent of his pecuniary irgetteerein

(4) Includes 1,701,000 shares owned by Mr. Duslapouse, 1,586,691 shares owned by Union FinaB8eiaices, Inc., of which
Mr. Dunlap is chairman and owns 50.0% of the outditag capital stock, and 2,000,000 shares ownddrtign Bank as Trustee under
two grantor retained annuity trusts (the “Class BA3's”). Mr. Dunlap disclaims beneficial ownershiptbe shares held by Union
Financial Services, Inc., except to the extentisfecuniary interest therein. Mr. Dunlap also ldisas beneficial ownership of the
shares held by Union Bank as Trustee under thes®&3RATS, except for his retained beneficial iagtiin 1,400,000 shares of Clas
common stock held in trust on his behalf under @inthe Class B GRAT:

(5) Does not include 600,000 shares of Class Bnaomstock held by Union Bank as Trustee under ditleeoClass B GRATS in which
Mr. Butterfield has a retained beneficial owners

(6) Includes 1,586,691 shares owned by Union FKisdServices, Inc., of which Mr. Butterfield isd&ector and president and owns 50.0%
of the outstanding capital stock. Mr. Butterfieidaaims beneficial ownership of the shares helthjon Financial Services, Inc.,
except to the extent of his pecuniary interestdine

(7) Includes 88,864 shares jointly owned by MsliMisen and her spouse, 851,000 shares owned Ispbese and 16,211,021 shares that
are owned by entities that Ms. Mulheisen may beriekto control, consisting of: 11,068,604 sharesamhby Packers Service Group,
of which Ms. Mulheisen is a director and owns ontcols 27.0% of the outstanding capital stock, 842Z,shares owned by Union Bank
as Trustee for the University of Nebraska Foundadiod 4,300,000 shares owned by Union Bank asdeustder the Class A GRATSs.
Ms. Mulheisen, the sister of Michael S. Dunlapa director, president and chief executive officeamd controls Union Bank through
Farmers & Merchants Investment Inc., of which Mailhvisen is a director and executive vice presidedtowns or controls 35.9% of
the outstanding capital stock. Ms. Mulheisen disttabeneficial ownership of the shares held by dBank as Trustee for the
University of Nebraska Foundation and as Trustekeuthe Class A GRATS, except for her retained figiaginterest in
1,700,000 shares of Class A common stock heldist ttn her behalf and on behalf of her spouse umdeof the Class A GRATSs. She
also disclaims beneficial ownership of the shardd hy Packers Service Group, except to the extielnér pecuniary interest there

(8) Includes 2,000,000 shares owned by Union BenKkrustee under the Class B GRATSs. Ms. Mulheisgeiaims beneficial ownership of
the shares held by Union Bank as Trustee undeCldms B GRATS

(9) The Class A common stock beneficially ownedJnjon Bank consists of 842,417 shares owned astdeufor the University of
Nebraska Foundation and 4,300,000 shares owneriage& under the Class A GRATSs. The Class B constark beneficially owne
by Union Bank is owned as Trustee under the ClaGRBTs. The address for Union Bank is P.O. Box &%2ncoln, NE 68501,
Attention: Michael S. Dunlag

(10) The address for Packers Service Group iFafmers & Merchants Investment Inc., Attention: Miel S. Dunlap, 6801 South
27th Street, Lincoln, NE 6851

(11) Includes 1,371,930 shares owned by Greah®kinancial, LLC, a limited liability company ofhich Mr. Bouc is the sole member;



does not include 300,000 shares of Class A comnamk $ield by Union Bank as Trustee under one ofdlass A GRATS in which
Mr. Bouc has a retained beneficial ownership ar@@@0 shares of Class A common stock held by Uhamk under one of the Class A
GRATSs in which his spouse has a retained benefisialership

(12) Includes 310,170 shares owned by The Judy EichBodd Eicher Partnership, of which Mr. Eicher iseagral partnel

(13) Does not include 300,000 shares of Class A comrtank $ield by Union Bank as Trustee under one oftfass A GRATSs in which M
Noordhoek has a retained beneficial owners
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RELATED PARTY TRANSACTIONS

Some of our directors and members of our mameent beneficially own shares of stock or othenenship interests in other entities with
which we do business and, in some cases, they earilee board of directors and/or as executiveeffi of one or more such entities. These
related parties include:

» Union Bank and Trust Company and Farmers & Merchdntvestment Inc., or Farmers & Merchantsrion Bank is controlled by
Farmers & Merchants, which owns 80.9% of Union Basltock. Michael S. Dunlap, our Co-Chief Execut@ficer, owns or controls
38.4% of the stock of Farmers & Merchants, while Blunlap’s sister, Angela L. Mulheisen, owns orttols 35.9% of such stock.

Mr. Dunlap serves as a director and president ochEa& Merchants and as non-executive chairmanrmbt/Bank. Ms. Mulheisen
serves as director and executive vice presideRtaohers & Merchants and as a director, presideshthief executive officer of Union
Bank. Union Bank beneficially owns 15.7% of our ¢oon stock as Trustee for the University of Nebrasgandation and for the
Class A and Class B Grantor Retained Annuity Trust&RATS. Farmers & Merchants does not own 5%more of our stock;
however, the stock holdings of both Union Bank Badners & Merchants are deemed to be beneficiallyenl by both Mr. Dunlap and
Ms. Mulheisen, respectively. Before this offerildy, Dunlap beneficially owned 57.6% of our outstamgdcommon stock, and

Ms. Mulheisen beneficially owned 44.9% of our oaitgting common stocl

» Packers Service Group, Inc., or Packers Serviceup— Packers Service Group beneficially owned 24.6%unfammmon stock befol
this offering. Mr. Dunlap owns 28.3% of the stodlPackers Service Group and also serves as presiddra director of that
corporation. Ms. Mulheisen owns or controls 27.00the stock of Packers Service Group and also seas@ne of its director

« Union Financial Services, Inc., or Union Financiat Union Financial is 50% owned by Mr. Dunlap and 50%ted by Stephen F.
Butterfield, our Co-Chief Executive Officers. MruBerfield also serves as president of Union Firentinion Financial does not own
5% or more of our common stock; however, its hajdiare deemed to be beneficially owned by bothDdnlap and Mr. Butterfield.
Before this offering, Mr. Butterfield beneficiallpjwned 12.8% of our outstanding common st

« Great Plains Financial, LLC, or Great Plains Great Plains is controlled by Don R. Bouc, whdsssole member as well as our
President. Great Plains does not own 5% or mooeioEommon stock; however, its holdings are deetodxd beneficially owned by
Mr. Bouc. Before this offering, Mr. Bouc benefidiabwned 5.4% of our outstanding common stc

« UFS Securities, LLC -UFS Securities is one of our wholly owned subsid&rhowever, prior to August 2003, it was ownedPlagker:
Service Group and Union Financi

Prior to the date of this prospectus, theadors and members of management referenced absigaed from all executive officer
positions they held with these entities, excepMarhael S. Dunlap, who remains president of PaxEarvice Group and Farmers &
Merchants, and Stephen F. Butterfield, who remaiasident of Union Financial.

The chart below sets forth the total paymergsnade to each of the above-mentioned relatdpdor the year ended December 31,
2002:

Aggregate payments for the year ended
Related Party December 31, 2002

(dollars in thousands)

Union Bank and Trust Compal $6,74
Farmers & Merchants Investment |1 1,40(
Packers Service Group, Ir 1,00
Union Financial Services, In 1,65(C
Great Plains Financial, LL: 1,75(
UFS Securities, LL( 1,42¢
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For a detailed description of the relatiopshietween management and the entities with whechransact business, see “Management”
and “Principal Shareholders.”

Going forward, our independent directors wélresponsible for reviewing and approving all nessactions, and any material
amendments or modifications to existing transastitmetween Nelnet and Union Bank or any otheriafitl party.

Transactions with Union Bank

We have entered into a series of agreemaeitisumion Bank, including transactions to sell ig&ts in student loans to Union Bank in its
capacity as trustee, to purchase student loansthoion Bank, to provide student loan servicing taidh Bank, to sublease real estate from
Union Bank and to provide consulting services td eteive consulting services from Union Bank. WnBank is a major source of student
loan origination and sales volume for us, and tipesehases were accomplished through a series@&tanding loan purchase agreements
until 1997. In June 1997, Union Bank entered intmemitment to sell to us rights with respect ttwfa originations of guaranteed student
loans which exceed the annual aggregate amourit2df fillion; however, Union Bank holds an optiorrétain 25% of its originations in
excess of $240 million in a given year and to rethe rights to any of the remaining 75% of origioas in excess of $240 million by paying
to us an amount equal to the amount by which tierfarket value of such originations exceeds tliegipal balance. We pay Union Bank a
purchase price equal to 100% of the outstandimcfral balance and accrued and unpaid interedtefoins purchased pursuant to this
agreement, and we also reimburse Union Bank fgiration fees required to be paid to the DOE (5ldpoints of the principal balance) ¢
for origination costs (initially $6.00 per purchddean, which amount subsequentially increase®&®@ per purchased loan). We also paid
to Union Bank a one-time amount of $3.5 millionl®97 to acquire these origination rights. We grdm¢eUnion Bank an option to sell us up
to $120 million of federally guaranteed studennkaer year at the same purchase price descrilme@ aburing 2002, Nelnet paid to Union
Bank an aggregate sum of approximately $6.4 miltibus the outstanding balances of loans purchased nion Bank pursuant to this
agreement and related purchases. We purchasedysgate of approximately $378 million of studerare from Union Bank in 2002
pursuant to this agreement and related loan puechgieements. This agreement renews automaticalsutcessive one-year terms unless
both parties mutually agree to terminate it.

Effective January 1999, we entered into ae@gent with Union Bank to reimburse certain ofd$nBank’s student loan-related
marketing expenses arising from Union Bank engaints ordinary student loan marketing activitiekion Bank agreed to bear the first
$240,000 of annual marketing costs incurred biynifpril 2001, as a part of an amendment to thi:ament, we agreed to assume the bu
marketing responsibilities for Union Bank and teeHinion Bank’s marketing personnel if Union Bardcidied to reduce its marketing
personnel commitment. The amendment adjusted thieetirag expense sharing arrangement to more cl@ggyoximate a prorated portior
the costs associated with the volume of loans weise from Union Bank. During 2002, we receivediirtJnion Bank marketing expenses in
the net amount of approximately $519,000. This retinky expense reimbursement agreement is cotersinih the student loan origination
transfer agreement described in the preceding pgragAs consideration for our assumption of thetwith respect to Union Bank’s
marketing employees, Union Bank granted us rightsire its marketing personnel, transferred semg@nd origination software to us and
increased the origination fee paid to us from $@6&0loan to $25.00 per loan. The $25.00 origimate® that Union Bank agreed to pay to us
for originating Union Bank’s student loans is reiméed to Union Bank when we acquire those loama fdmion Bank pursuant to the
agreement described in the preceding paragrapholigation to share Union Bank’s marketing expeariséndirectly related to the volume
of originations resulting from such marketing effor

In 1999, we entered into a 360-day commitnwétit Union Bank to purchase its federally guaradtstudent loans, in which Union Bank
retained rights pursuant to the agreement aboparafThis purchase commitment has been renewedliyfor successive terms after its
inception. The commitment has grown into an obiaato purchase an aggregate amount of up to %l of student loans from Union
Bank. The consideration we received is Union Baokikgation to sell us $37.5 million of student
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loans per year at a premium of 1.5% above parcénraance with the terms of this agreement, in 2002on Bank sold us student loans v
an aggregate outstanding balance of approximaghs$million, which was included in the $378 milliaggregate sale figure referenced
above. Union Bank has also granted us a right tohaise student loans it may wish to sell to thadips and, if such right is exercised, the
purchase price will be 101.5% of outstanding ppatand 100% of accrued interest. Such rights tolse are applicable to loans in which
Union Bank retains origination rights (the firstZBlmillion per year originated and 25% of the aragions in excess of $240 million per
year). This purchase commitment agreement is tetolénby either party by the giving of notice ofntémation at least 90 days prior to the
of the then current 360-day term.

Pursuant to a June 2001 agreement, Union ,Bauvitls capacity as trustee for various grantosts, agreed to purchase from us up to
$750 million of participation interests in studéséins. We retain a portion of the interest earmerhfthe participated loans at a rate equal to
the difference between the borrower’s interest oat¢he loans and the 90-day commercial papemptage30 basis points. However, we also
must continue to pay the servicing costs with resfesuch participated loans. We sold to UnioniBas trustee, participation interests with
balances of approximately $149 million as of Decen®i, 2002. We have the option to purchase thjpation interests from these grantor
trusts at the end of a 364-day term upon terminaifcthe participation certificate. The agreemanbmatically renews for additional 364-day
terms unless either party gives notice to termirilite@ agreement is also terminable by either pgwn five business days’ notice. This
agreement provides beneficiaries of Union Bank&ngpr trusts with access to investments in interesstudent loans, while providing
liquidity to us on a short-term basis.

We have serviced loans for Union Bank since 1978, pursuant to a servicing agreement dated Jariyd§98, as amended, we char
standard origination and servicing fee at a leubktantially commensurate to those charged to tigerty (in terms of volume of loans
serviced) of our non-affiliated servicing client$iose fees are as follows: $1.67 per Stafford dd®loan per month in school; $2.92 per
Stafford or PLUS loan per month other than in s¢h$.89 per loan per month for consolidation lgaared $25.00 per loan origination fee.
Union Bank paid us fees pursuant to this servieiggeement aggregating approximately $5.5 millioBG02. Our accounts receivable as of
December 31, 2002 included approximately $371,0000fn servicing fees due from Union Bank. The/isérg agreement is for a month-to-
month term, subject to a removal fee of $13.32qen and a deconversion fee of $10.66 per loan.afineement may be terminated in the
event of a material uncured breach by us.

Beginning in May 2001, we subleased 4,124 squatedioffice space from Union Bank at a price ofSiBper square foot and 320 sqt
feet of storage space for $3.00 per square fo@s&lerms are the same rental terms as are chargibn Bank by the non-affiliated
landlord. During 2002, we made rent payments toobank of approximately $36,000. This subleaseament is coterminous with the
master lease between Union Bank and the non-&éfilisandlord.

Starting in June 2001, we obtained the rigtgcquire from Union Bank 100% of the participatioterests in an unspecified volume of
private loans which comply with our internal undéting criteria (as modified from time to time). @imese participations, we earn 100% of
the borrower interest rate, less servicing cosgettn in an amount equal to 1% per annum of thesggte average outstanding principal
balances of such participations. The parties miytagree upon the volume of such participationgiftone to time. In 2002, we did not
purchase any participation interests in privat@sopursuant to this agreement. The agreement jeciub termination upon 30 daysotice by
either party.

In December 2000, we entered into an agreetonassist Union Bank in marketing and providimggram operations related to the
Nebraska College Savings Plan, or the College §avitan, a plan under Section 529 of the Code.tJBank has agreed to pay us fees ii
amount equal to 50% of the net profits, if any passted with Union Bank’s program management ageggiwith the College Savings Plan.
Union Bank is entitled to a fee as program mangagesuant to its program management agreement gtiCollege Savings Plan and is not
entitled to other payments pursuant to that agreériée have agreed to share 50% of the expensdmeto the program, up to a capped
amount of $1.25 million over the life of the agres as well as 50% of mutually agreeable cos&tedlto the program operations, if
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any, which exceed the aggregate of $1.25 milliorR002, we incurred a net expense of approxim&2h0,000 arising from this agreement.
This consulting and services agreement terminakesiinion Bank’s program manager agreement witlCthllege Savings Plan terminates,
in approximately eight years.

Since October 1998, we have invested in stiidans from time to time by establishing sevegrantor trusts with Union Bank as trustee
for Union Bank’s Short Term Federal Investment TrAs a grantor, we place cash into the trust ast@nd Union Bank uses such cash to
acquire interests in student loans on our behadf.8atn the yield on the student loans purchasehdebirust and pay to Union Bank a trustee
fee in an amount ranging from 75 basis points @ [3&sis points per annum of amounts invested, diépgmipon the type of investment asset
being acquired in the trust account. We investg@pmately $12.9 million in these trusts as of Baber 31, 2002. Union Bank has created
almost 1,000 similar Short Term Federal Investniensts with non-affiliated trust beneficiaries, a@hd fees and terms applicable to the trust
agreements it has entered into with us are the sartee fees charged by Union Bank to the majérityerms of assets) of non-affiliated
persons. As trustee, Union Bank has agreed torretur funds invested in these trusts or assetsdreltlir behalf in these trusts upon 30 days’
notice from us at any time and thus terminate hgts. We utilize these trust arrangements as i@-tdre investment facility.

In January 2001, we, Union Bank and UFS Seesi{which was then controlled by Michael S. Lambnd Stephen F. Butterfield, but
which we subsequently have acquired), enteredantemployee sharing arrangement with respect mnaadl group of employees. The
arrangement requires each counterparty receivingcss from any such employee to pay for the sbéthe employee’s salary and payroll
equal to the approximate percentage of such empleyiene devoted to such recipient. This agreememéws automatically for one-year
terms unless the parties mutually agree not towene

We have retained Union Bank to administer our 4pf(kfit sharing and related employee benefit plamsuant to a series of agreeme
the most recent of which was entered into in AP@03. The fees charged by Union Bank are commeteswith those Union Bank charges
other employee benefit customers. We paid UniorkBae sum of approximately $92,000 in 2002 for éhesrvices, based upon fees ranging
between 0.25% and 0.125% of the plan assets, plsoadkeeping fee, depending upon the aggregaianfassets. This agreement may be
terminated upon 60 days’ notice from either pantyt, we must pay liquidated damages if we termipaiar to April 2004.

Transactions with Farmers & Merchants and Its Relatd Parties

In August 2001, we provided to The First Mah®ad Corporation, or First Marblehead, and epekial purpose entity, or SPE, named in
the agreement a guarantee of liabilities of Firatibhal Bank Northeast, or First National, pursuarindemnity covenants given by First
National to First Marblehead with respect to a sdllwans from First National to First Marblehe&lr liability under such guarantee
limited to an aggregate amount of $10 million, ptosts incurred by First Marblehead with respecetmvery efforts. In consideration for
such guarantee, First Marblehead agreed to pagusreca SPE to pay us the sum of 1% of the outstgutdilance of private loans sold by
First National to First Marblehead. This guaramaains in effect until First Marblehead and th&SPReceive written notice from us to
discontinue the guarantee or until all obligatiofi§irst National pursuant to its indemnity of Eikdarblehead are paid in full. We earned
nothing in 2002 from this agreement and have niat pat any sums pursuant to the indemnity coventdmgieunder. Michael S. Dunlap is a
director of First National, and Farmers & Merchamims, indirectly, approximately 25% of the outslisug capital stock of that financial
institution.

In September 2000, we engaged Farmers & Matshone of our shareholders at the time, asagethe holding company of Union Bank,
to provide consulting services with respect tofiicial matters, merger and acquisition activitiésgdent loan marketing and legislative sup
and other advisory matters. In 2002, we paid cdimgufees in the amount of approximately $1.4 millto Farmers & Merchants and
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an additional $1 million to Packers Service Graapassignee of Farmers & Merchants. This agreewesnterminated in June 2002.

We obtained an unsecured operating line@ditfrom Farmers & Merchants in November 2001. iftherest rate we were charged was
equal to 165 basis points above 30-day LIBOR, whiels the same cost to Farmers & Merchants froniré-fiarty credit provider at the time
to cover Farmers & Merchants’ lending commitmerite Tommitment amount under this line of credit %8 million, which was drawn
upon and later repaid in full as of the end of 200@ funds were borrowed by Nelnet under this agezd in 2003. This line of credit was
recently terminated. In January 2002, we entertedan intercreditor agreement with Farmers & Menteand Bank of America, N.A.,
pursuant to which Farmers & Merchants agreed toslibate certain of its rights as one of our lesderthe rights of Bank of America. This
intercreditor agreement will terminate upon disgeaof all of our indebtedness to Bank of Americaspant to its commitment which expires
in January 2005.

In May 2002, we transferred our preferredktooldings in Packers Service Group to Infovisa,,lone of our subsidiaries at that time. In
May 2002, we then sold 91.43% of the outstandimmtabstock of Infovisa, Inc. to Farmers & Merchaffibr a purchase price equal to that
company’s book value of approximately $6 million.

Transactions with Miscellaneous Related Parties

In November 2000, we entered into an agreémith Union Financial pursuant to which Union Firéal furnished consulting services to
us. We paid Union Financial consulting fees inaheunt of $1.65 million in 2002. This agreement veaminated in 2002.

In December 2000, we entered into an agrettoabtain consulting services on a broad rangeatters from Great Plains, which until
recently owned 6.8% of our common stock. Don R.Baur President and one of our Directors, owng8% interest in Great Plains, and
Terry J. Heimes, Chief Financial Officer and an &xe/e Director of Nelnet, owned a 7% interest. fé&d Great Plains consulting fees of
approximately $1.75 million during 2002 pursuantttis agreement, a portion of which constitutedmest for Mr. Bouc'’s consulting
services provided to Nelnet during 2002. This agrest was terminated in July 2003.

Since January 2001, we have owned 50% dftatdogy firm, 5280 Solutions, Inc., or 5280 Sadas, which provided us with contract
programming and related technological supportis@it January 2002. In 2002, we paid 5280 Solstiapproximately $7.0 million for its
services. Since March 2002, we have owned 50%rsfNFark Services, LLC, or FirstMark Services. Infigla 2002, FirstMark Services
agreed to provide subcontracting servicing funation our behalf with respect to private loan s&widVe incurred expenses with respect to
private loan servicing provided by FirstMark Seesmf approximately $4.6 million in 2002. We praadda $2.5 million operating line of
credit to FirstMark Services in March 2002, and tinie of credit will expire in March 2004. Durir&02, Raymond J. Ciarvella and Matthew
D. Hall owned interests in both companies, and Tddéicher and Edward P. Martinez owned interastsa80 Solutions. They currently
own no interest in these companies.

UFS Securities Transactions with Miscellaneous Rdled Parties

Prior to August 2003, UFS Securities, LLC wased by Packers Service Group and Union Financighugust 2003, we acquired a
100% ownership interest in UFS Securities for thichase price of $2.6 million. Thus, although tessi®ns with UFS Securities prior to
August 2003 would have been treated previoushffdgmee transactions, such transactions are noth wur wholly owned subsidiary. We
have retained UFS Securities in a series of adyigmangements pursuant to which UFS Securitiegighes advisory services in connection
with our offerings of debt securities. We paid apgmately $1.4 million in fees to UFS Securitie2i002 for such services.

In December 2002, UFS Securities retainedi/Bank to administer the UFS Securities 401 (kfipsharing plan for fees which are
commensurate with those charged to other 401 (Kjt fstearing
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plans. No fees were paid to Union Bank in 2002 gams to this agreement. This agreement may beneted by either party upon 60 days’
notice. If UFS Securities terminates this agreerbefdre a one year term, it must pay liquidated agas to Union Bank.

In August 2001, UFS Securities entered im@agreement with Farmers & Merchants pursuant iciwHFS Securities, for a fee equal to
the amount received by Farmers & Merchants, assisitsthe performance of mortgage loan consultieyises that Farmers & Merchants
provides for a bank. UFS Securities received féegpproximately $237,000 in 2002 from this agreeme&his agreement terminates when
agreement between Farmers & Merchants and thephiry bank terminates.

In March 2001, UFS Securities began servindistributor on behalf of Union Bank for all adwissold accounts with the College Savit
Plan. UFS Securities is entitled to approximatdélybasis points of plan assets pursuant to thissageat. This agreement may be terminated
by either party upon 30 days’ notice. In Novemh@®2, UFS Securities began acting as distributdsedralf of Union Bank for the TD
Waterhouse accounts within the College Savings.Hlais agreement terminates upon termination offibéVaterhouse distribution
agreement for the College Savings Plan. UFS Séwmrieceived payments aggregating approximatelyd®0D7Arom these agreements in 2C

In October 2002, UFS Securities agreed t@athe principal underwriter for the Stratus Fyrds., or Stratus Funds, a group of mutual
funds associated with Union Bank and of which Malta. Dunlap serves as president. UFS Securitébadtireceive any fees in 2002
pursuant to this agreement. This agreement has-gesr term that renews automatically, with thet®s Funds’ prior approval, for
successive one-year terms unless terminated byeaofthe majority of the board of directors, irdihg a majority of disinterested directors,
of the Stratus Funds or a majority of its sharebddUFS Securities may also terminate this agraeore60 dayshotice. In April 2000, UF!
Securities leased office space and office amerfittes Union Bank at the rate of $15.00 per squacg,for $1,000 per month. This agreement
terminates in April 2004, but will automaticallyrew for successive one-year terms unless eithéy faminates upon written notice. In
March 2001, UFS Securities, together with Union IBdnred Adminisystems, Inc., one of our affiliategich we refer to as Adminisystems,
and Union Bank, to perform certain administratigeevices in connection with the investment portfslinaintained by the College Savings
Plan. The fees to be paid under this agreement éqé& of the distribution fees that UFS Securitieseives with respect to certain accounts
placed with the College Savings Plan. UFS Secsrjiead Adminisystems the sum of approximately $80,jé 2002. This agreement may be
terminated by any party upon 60 days’ notice.

In March 2000, Farmers & Merchants furnishe®il million unsecured line of credit to UFS Setesiwith interest accruing at the prime
rate. No monies have ever been drawn or advancéioline. The initial term of this line of credikpires in March 2005.

In January 2002, we retained UFS Securitiesifone time fee of $25,000 to provide advisoryises in connection with a swap
agreement to which we were a party.

In April 2002, UFS Securities retained Unkeinancial to provide consulting services in conitectvith an advisory agreement between
UFS Securities and J.P. Morgan Securities Inc. @higement is coterminous with the advisory agre¢imetween UFS Securities and J.P.
Morgan Securities Inc. UFS Securities paid to Urifamancial the sum of approximately $1.87 million2002 pursuant to this agreement.

In June 2000, Union Bank agreed to permit $eSurities to gain certain access to Union Bamskarners by permitting marketing efforts
in Union Bank facilities, in consideration for 9086UFS Securities’ gross commissions, after dedgdiiading and closing expenses. UFS
Securities paid Union Bank approximately $245,002002 pursuant to this agreement.
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DESCRIPTION OF CAPITAL STOCK
General

Our amended and restated articles of incatfmr, which we refer to as our articles of incagimn, provide that we have the authority to
issue 615,000,000 shares of common stock, par $@d per share. The common stock is dividedtimtoclasses, consisting of 600,000,
shares of Class A common stock and 15,000,000 slo&i@lass B common stock. Upon consummation obffexing, 39,015,034 shares of
Class A common stock and 14,023,454 shares of Glassnmon stock will be issued and outstanding.

Our articles of incorporation also providattive have authority to issue 50,000,000 sharesedérred stock, par value $0.01 per share.
Our board of directors may fix the relative righted preferences of each series of preferred stoakésolution of the board of directors.

Common Stock
Voting Rights

Holders of Class A common stock are entitled towote per share and holders of Class B common sieekntitled to ten votes per sh
on all matters submitted to a vote of shareholdexsept as otherwise required by law, Class A comstock and Class B common stock
shall vote as a single class on all matters todbeds/on by our shareholders, including, withouttition, any consolidation or merger of us
into or with any other corporation or the saleransfer by us of all or substantially all of ousets. With the approval of a majority of the
shares of Class B common stock, voting separatety@dass, we may lower the number of votes peestach share of Class B common
stock shall be entitled to have.

Dividends

Holders of common stock are entitled to reeeatably dividends payable in cash, in stocktbemwise if, as and when declared by the
board of directors out of assets legally availdb&refor, subject to any preferential rights of aoystanding preferred stock.

Conversion

Each share of Class B common stock shall autontigtivpa converted into one share of Class A comntooks without any action by us
further action by the holder thereof, upon the ¢fanof such share, other than the following trarsf

« to any other holder of Class B common stock orféiliade of a holder of Class B common stock whhobider is a natural person or a
“business organizatic’ as defined in our articles of incorporatic

« to a spouse, sibling, parent, grandparent or delscenwhether natural or adopted, of a holder as€B common stock;

« to a trust for the sole benefit of:

- a holder of Class B common stock who is a natuzadqn,
- a spouse, sibling, parerdngparent or descendent, whether natural or adppte holder of Class B common stock,
and/or
- a charitable foundation tvay organization qualified under Section 501(ci3dhe Internal Revenue Code of 1986, as
amended

* by will to:
- a spouse, sibling, parent, grandparent or descénslbather natural or adopted, of a holder of CBag®mmon stock
- a charitable foundation thver organization qualified under Section 501(ci{8%he Internal Revenue Code of 1986, as
amended, o
- to a trust as described abo
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« pursuant to the laws of descent and distributioa $pouse, sibling, parent, grandparent or desognahether natural or adopted, of a
holder of Class B common stoc

« to any charitable foundation or other organizatioalified under Section 501(c)(3) of the InternavBnue Code of 1986, as amended;
or

e to us.

Notwithstanding the foregoing, Class B commtatk shall automatically convert into Class A coom stock upon any transfer pursuant
to a divorce or separation agreement or order.

For purposes of this paragraph, “affiliate8ans, with respect to any business organizatignpatural person or business organization
that, directly or indirectly through one or moréeirmediaries, controls, or is controlled by, oumsler common control with, such business
organization.

Each share of Class B common stock shatheabption of the holder thereof, be convertible ione share of Class A common stock at
any time.

In the event at any time the shares of Class B comstock outstanding constitute less than 50%efdlass B common stock outstand
on the date hereof, each remaining share of Clagsmnon stock outstanding shall automatically beveaed into one share of Class A
common stock.

Other Rights

On liquidation, dissolution or winding up &lnet, after payment in full of the amounts regdito be paid to the holders of any
outstanding preferred stock, all holders of commimtk are entitled to receive ratably any asseaflable for distribution to holders of
common stock after the payment of all of our delotd other liabilities. No shares of common stockehareemptive rights to purchase
additional shares of common stock. All the outstagdhares of common stock are, and the shareseotdinder will be, fully paid and
nonassessable. The rights, preferences and pesilefjholders of common stock will be subject td aray be adversely affected by the ric
of holders of any preferred stock that may be idsoehe future. All shares of Class A common stank Class B common stock which are
acquired by us shall be available for reissuancesbgt any time.

Preferred Stock

Our board of directors is authorized, subjedimitations prescribed by law, without furthgrareholder approval, to issue from time to
time up to an aggregate of 50,000,000 shares fénpeel stock, in one or more series, and to detegrar alter the designations, preferences,
rights and any qualifications, limitations or réstions of the shares of each such series theirefiding dividend rights, dividend rates,
conversion rights, voting rights, terms of redempt{including sinking fund provisions), redemptiatice or prices, liquidation preferences
and the number of shares constituting any serigesignations of such series. The exercise ofiltisority eliminates delays associated with
a shareholder vote in specific instances. Thetghifithe board of directors to issue preferrealstavhile providing flexibility in connection
with possible acquisitions and other corporate pseg, could have the effect of making it more difiti for a third party to acquire, or of
discouraging a third party from acquiring, a majodf our outstanding voting stock.

The voting and other rights of the holdersa@ihmon stock will be subject to, and may be adblgmaffected by, the rights of holders of
any preferred stock that may be issued in the éutur

Nebraska Anti-takeover Law and Certain Charter andBy-law Provisions

Provisions of our articles of incorporatiamdeour amended and restated by-laws, which we tefas our by-laws, could discourage
potential acquisition proposals and could delagrevent a change in control of Nelnet. These piomssare intended to enhance the
likelihood of continuity and stability in the comgition of the board of directors and in the pokicfermulated by the board of directors and to
discourage types of transactions that may involvaaual or threatened change in control of Nelnet.
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Board of Directors

Our by-laws provide that a vacancy in thertaa directors occurring from an increase in thenber of directors or otherwise may be
filled by the vote of a majority of directors thamoffice, though less than a quorum. This prectual¢hird party or a majority of shareholders
from removing incumbent directors and simultanepgslining control of the board of directors byififj, with its own nominees, the
vacancies created by removal.

Special Meetings of Shareholde

Our articles of incorporation do not permitr gshareholders to call special meetings of shddehs, except to the extent provided by
applicable law. Nebraska law provides that the éxdaf shares of common stock representing 10%ooe of the voting power of a Nebras
corporation may call a special meeting of sharedrslét any time.

Advance Notice Requirements for Shareholder Propssand Director Nomination:

Our by-laws establish an advance notice mhaiefor the nomination, other than by or at tireaion of the board of directors or a
committee thereof, of candidates for election asaiors as well as for other shareholder propdedie considered at shareholders’ meetings.
A notice regarding any nomination must containtcasach nominee, all information relating to suehspn that is required to be disclosed in
solicitations of proxies for the election of direxd, or that is otherwise required, in each cassyaunt to Regulation 14A of the Securities
Exchange Act of 1934, including each such persamigen consent to serving as a director if elecfedotice regarding any business,
including nomination of directors, to be broughtdse an annual meeting must contain the following:

« a brief description of the business desired torbedht before the annual meeting and the reasaereofwucting such business at the
annual meeting

« the name and address of the shareholder propositgbsisiness;
« the class and number of shares of our stock beakfiowned by the shareholder; and
< any material interest of the shareholder in sudirass.

Although the notice provisions do not give thoard of directors any power to approve or disagoshareholders’ nominations or
proposals for action by us, they may have the efiEéprecluding a contest for the election of dicgs or the consideration of shareholder
proposals if the procedures established by ourlmgslare not followed and of discouraging or detera third party from conducting a
solicitation of proxies to elect its own slate afedtors or to approve its proposal, without regard/hether consideration of such nominees or
proposals might be harmful or beneficial to us andshareholders. The purpose of requiring advantee is to afford the board of directors
an opportunity to consider the qualifications df firoposed nominees or the merits of other shadehproposals and, to the extent deemed
necessary or desirable by the board of directorsform shareholders about those matters.

Shareholder Rights

Our articles of incorporation authorize ooald of directors to create and issue, whethepbimmconnection with the issuance and sale of
any of our securities or property, rights entitlthg holders thereof to purchase our securitiemgrother corporation. The times at which and
the terms upon which such rights are to be issuetbabe determined by the board of directors adosth in the contracts or other
instruments that evidence such rights. The authofithe board of directors with respect to sughts shall include, without limitation, the
determination of the initial purchase price, tlees and circumstances under which such rights raaxbércised, provisions denying holders
of a specified percentage of our outstanding ckgliteek the right to exercise such rights and miovis to permit us to redeem or exchange
such rights. This provision in our articles of ingoration could have the effect of discouragingdiparties from seeking, or impairing their
ability to seek, to acquire a significant portidroar outstanding securities, to engage in anyseation which might result in a change in
control of us or
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to enter into any agreement, arrangement or uradelstg with another party to accomplish the foragair for the purpose of acquiring,
holding, voting or disposing of any of our secesti

Nebraska Shareholders Protection A

We are a Nebraska corporation and are thersfabject to the provisions of the Nebraska Shwadens Protection Act. The Nebraska
Shareholders Protection Act, subject to certaimgtsns, prohibits a Nebraska corporation from gggin any of a broad range of
“business combinations” involving an “interestetfaseholder, or any affiliate or associate of sutbrested shareholder, for a period of five
years following the date that such shareholderiecan interested shareholder, unless prior to daththe board of directors of t
corporation approved either the business combinaiidhe transaction that resulted in the sharedrdddcoming an interested shareholder. A
“business combination” includes a merger, asset@abther transaction resulting in a financialdfério the shareholder. The Nebraska
Shareholders Protection Act also provides thateshacquired in a control-share acquisition haveatimg rights with respect to matters other
than the election of directors unless approved bgta of shareholders of the corporation, and éhgtsuch control share acquisition is
effective only if approved by a majority of the poration’s voting shares that are “not interestattires. A control-share “acquisition” is an
acquisition of voting stock in a corporation thahen added to the shares the shareholder hadtpriioe acquisition, would elevate the
shareholder’s voting power into one the three foilg ranges: (i) between 20% and 33 1/3%, (ii) w33 1/3% and 50% and (iii) over
50%. For purposes of the Nebraska Shareholdersd®i@i Act, an “interested shareholder” is a pensbi owns 10% or more of a
corporations outstanding voting stock, or an affiliate or @&$ate of the corporation that owns, or within fiwgars prior did own, 10% or mc
of the corporatiors outstanding voting stock. These provisions maaetibe effect of discouraging, delaying, deferimgreventing a chan
in control of Nelnet.

Registration Rights

Michael S. Dunlap, Stephen F. Butterfield;spas related to them and trusts in which they heereficial interests have the right to make
two written demands of Nelnet for registration witle Securities and Exchange Commission of allor @f their common stock. However,
we need not effect a demand registration unldsslitdes securities with an aggregate offeringegrieet of underwriting discounts and
commissions, of at least $5 million. The first saldmand may not be made prior to the first annamgref this offering, and the second such
demand may not be made within twelve months dftefitst demand. We are obligated to comply witl smch demand unless our
independent directors determine that such saleddoiicontrary to the best interests of Nelnet. i@dependent directors may consider
several factors in making any such determinatiociuding share price performance after the dathisfoffering, equity market conditions
and our operating results. These shareholdershale® piggyback registration rights for their comnstock. The number of securities to be
included in an offering by these shareholders béllsubject to reduction by the applicable undeewiit some cases. We will bear all
expenses incident to our performance of our regjistn obligations, other than some of the cossxpenses of selling shareholders. The
foregoing registration rights are not transferabid may be amended or waived only with the writiensent of Nelnet and the applicable
shareholders.

Limitation of Directors’ Liability

Our articles of incorporation contain a psien which limits the personal liability of eachafr directors for monetary damages for
breaches of fiduciary duty as one of our directexsept for liability of a director for the followg:

* breach of the duty of loyalty to us or our sharedlds;
« acts or omissions not in good faith or involvingeintional misconduct or a knowing violation of law;
« any transaction from which the director derivedraproper personal benefit; or

« violations under provisions of the Nebraska Busin@srporation Act relating to unlawful paymentsofidends or unlawful stock
purchases or redemptior
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The inclusion of this provision in our aréislof incorporation may have the effect of redutheglikelihood of derivative litigation against
directors, and may discourage or deter sharehottereanagement from bringing a lawsuit againstadines for breach of their duty of care,
even though such an action, if successful, migmemtise have benefited us and our shareholdersbplaws also contain provisions
indemnifying our directors and officers to the &gt extent permitted by the Nebraska Business Catipa Act. Management believes that
these provisions will assist us in attracting agtdining qualified individuals to serve as direstor

Indemnification and Insurance

Our articles of incorporation provide that w#l indemnify each person who was or is made réypar threatened to be made a party to or
is otherwise involved in any action, suit or pradieg, whether civil, criminal, administrative onviestigative, by reason of the fact that he or
she or a person of whom he or she is the legatseptative is or was one of our directors or officto the fullest extent allowed by the
Nebraska Business Corporation Act. This right aeimnification shall include the right to be paidusythe expenses, including attorr’
fees, incurred in defending any such proceediragirance of its final disposition. However, if Netka law so requires, the advancement of
such expenses will only be made upon the deliveystof an undertaking by or on behalf of suchgrete repay all amounts so advanced
shall ultimately be determined by final judicialaion, from which there is no further right to &ah that such person is not entitled to be
indemnified for such expenses by us.

In addition, our articles of incorporatioropide that we may maintain insurance to protecselwes and any of our directors, officers,
employees or agents against any expense, liabilityss, whether or not we would have the powéndemnify a person against any expense,
liability or loss under Nebraska law. Our artictdsncorporation further provide that we may, te #xtent permitted by the board of direct
grant rights to indemnification, and rights to ade@ment of expenses, to any of our employees artsigé/e have obtained insurance for the
benefit of our officers and directors insuring spesons against liabilities, including liabilitiaader the securities laws.

Share Retention Policy

Under our share retention policy, none of afficers or the officers of any of our direct adirect subsidiaries at or above the level of
Executive Director, defined for purposes of theqyohs Executives, may sell or otherwise disposa fimber of shares of common stock in
any calendar year in excess of one-third of thebremof shares of common stock beneficially ownedheyExecutive on the first day of the
calendar year. The policy applies to Executivesnduand following their employment by us, providéat following five years from the
closing date of this offering, an Executive will fvee to sell or otherwise dispose of all of hier shares.

Exceptions that apply to the share reterpiolicy are as follows:

« Transfers to family members and family-owned paghips or other family-owned entities will not bebibited, so long as such
transfers are effected only for estate planningpses and the transferee agrees to comply witkhthee retention policy (treating the
transferee(s) as the transferring Executi

« It shall not be prohibited for any Executive tol sglotherwise dispose of up to $500,000 in valishares of common stock during any
calendar yeal

« All restrictions under the share retention polibalscease in the event of the death or retireraenbrmal retirement age of an
Executive.

Transfer Agent and Registrar
The transfer agent and registrar for our comistock will be Mellon Investor Services LLC.
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Listing
We have applied to list our Class A commalsion the New York Stock Exchange under the syrfikbll.”
Recapitalization

Effective August 14, 2003, we recapitalizen outstanding capital stock. In connection thetewour outstanding 2,859.99 shares of
Class A voting common stock, par value $0.10 peareshand our outstanding 211,609 shares of ClasmBroting common stock, par value
$0.10 per share, were converted into an aggreda&®,©15,034 shares of Class A common stock, paevi0.01 per share, and
14,023,454 shares of Class B common stock, paevié0u1 per share. We also changed our name frdnetNeoan Services, Inc. to Nelnet,
Inc. effective August 14, 2003.
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SHARES ELIGIBLE FOR FUTURE SALE
Sales of Restricted Shares

Upon the completion of this offering, we withve 39,015,034 shares of our Class A common stotdtanding. Of these shares, the
8,000,000 shares of our Class A common stock salldis offering will be freely tradeable by persarker than our affiliates, as that term is
defined in Rule 144 under the Securities Act of3,98ithout restriction or further registration undlee Securities Act of 1933.

All of the remaining 31,015,034 shares of Glass A common stock outstanding upon completfahie offering, and the 14,023,454
shares of Class A common stock issuable upon theegsion of our Class B common stock outstandirmnugpmpletion of this offering, are
deemed “restricted” securities under Rule 144 utiteiSecurities Act of 1933. None of these restdcecurities will be eligible for sale in
the public market on the date of this prospectysriexpiration of the lock-up agreements descriisdw, 180 days after the date of this
prospectus, up to an additional 45,038,488 shdresraClass A common stock, including 14,023,454drek of Class A common stock
issuable upon the conversion of our outstandingCBacommon stock, will be eligible for sale in theéblic market pursuant to Rule 144.

In general, under Rule 144, a shareholder awbeneficially owned his or her restricted shéwe at least one year is entitled to sell,
within any three-month period, a number of shafesuo Class A common stock that does not exceedtbater of:

« one percent of the then-outstanding shares of tags®\ common stock, which is approximately 390,808res of our Class A common
stock immediately after the completion of this offig; or

« the average weekly trading volume in our Class icmn stock on the New York Stock Exchange durirgftiur calendar weeks
preceding the date on which notice of such sdiées, provided certain requirements concerningilabdity of public information,
manner of sale and notice of sale are satis

In addition, our affiliates must comply witte restrictions and requirements of Rule 144, rathen the one-year holding period
requirement, in order to publicly sell shares of Glass A common stock which are not restrictedigges. A shareholder who is not one of
our affiliates and has not been our affiliate foleast three months prior to the sale and whdkagficially owned restricted shares of our
Class A common stock for at least two years maglréise shares without limitation. In meeting theee and two-year holding periods
described above, a holder of restricted sharesio€tass A common stock can include the holdingogeof a prior owner who was not our
affiliate. The one- and two-year holding periodsa#ed above do not begin to run until the fultghase price or other consideration is paid
by the person acquiring the restricted shares ofCtass A common stock from us or one of our afés.

Registration Rights

Michael S. Dunlap, Stephen F. Butterfield;spas related to them and trusts in which they lmaresficial interests have the right, subject
to limitations, to make two written demands of Natlfor registration with the Securities and Exctea@gpmmission of all or part of their
common stock. These shareholders also have piglybgtstration rights for their common stock. SB&Scription of Capital Stock —
Registration Rights.”

Lock-up Agreements

We and our executive officers and directors andfatlur shareholders have agreed that, with soroepions, during the period beginn
from the date of this prospectus and continuingrd including the date 180 days after the dathisfiirospectus, none of us will, directly or
indirectly, sell, offer to sell, contract to sell @rant any option to sell (including without liration any short sale), pledge, transfer, estalln
open “put equivalent position” within the meanirfgRule 16a-1(h) under the Securities Exchange Ad984, as amended, or otherwise
dispose of any shares of our common stock, options
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warrants to acquire shares of our common stoclentlyror hereafter owned either of record or bemalfy by us, or publicly announce an
intention to do any of the foregoing, without thiéop written consent of J.P. Morgan Securities bied Banc of America Securities LLC. In
addition, we and our executive officers and diressand these shareholders have agreed that, witheptrior written consent of J.P. Morgan
Securities Inc. and Banc of America Securities Lh@ne of us will, from the date of this prospecind through the period ending 180 days
after the date of this prospectus, make any derf@andr exercise any right with respect to, theisggtion of any shares of our common
stock.

Share Retention Policy

Our share retention policy prohibits our BEx@ces from selling or otherwise disposing of a t@mof shares of Class A common stock in
any calendar year in excess of one-third of thebmrmof shares of common stock beneficially ownedheyExecutive officers on the first day
of the calendar year, subject to limited exceptidrss policy applies to Executive officers duriagd, unless their employment is terminated
due to death or retirement at normal retirement fdlewing termination of their employment by Nelnand expires five years from the
closing date of this offering. We retain the akilit our discretion to waive compliance with theaBhRetention Policy. See “Description of
Capital Stock — Share Retention Policizdr additional information on transfer restrictiayplicable to shares of our Class A common s
see “Underwriting.”
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UNITED STATES TAX CONSEQUENCES TO
NON-U.S. HOLDERS OF CLASS A COMMON STOCK

The following is a general discussion of agrtmaterial U.S. federal income and estate taseguences of the ownership and disposition
of our Class A common stock by a beneficial owhereof that is a “Non-U.S. Holder.” A “Non-U.S. Hielr” is a person or entity that, for
U.S. federal income tax purposes, is a non-resial@ individual, a foreign corporation or a fayeiestate or trust. The test for whether an
individual is a resident of the U.S. for federalads tax purposes differs from the test used fdefal income tax purposes. Some individuals,
therefore, may be “Non-U.S. Holders” for purposéthe federal income tax discussion below, butfobpurposes of the federal estate tax
discussion, and vice versa.

This discussion is based on the U.S. IntéRealenue Code of 1986, as amended, judicial dessiad administrative regulations and
interpretations in effect as of the date of thisgpectus, all of which are subject to change, @tinly changes with retroactive effect. This
discussion does not address all aspects of U.Brdethcome and estate taxation that may be ret@eadon-U.S. Holders in light of their
particular circumstances (including, without lintiten, Non-U.S. Holders who are pass-through etitiewho hold their Class A common
stock through pass-through entities) and does ddregs any tax consequences arising under theolaavsy state, local or non-

U.S. jurisdiction. Prospective holders should cdirtheir tax advisors with respect to the fedengbime and estate tax consequences of
holding and disposing of our Class A common stackght of their particular situations and any ceqeences to them arising under the laws
of any state, local or non-U.S. jurisdiction.

Dividends

Subject to the discussion below, dividenflany, paid to a Non-U.S. Holder of our Class A coom stock out of our current or
accumulated earnings and profits generally wilkbbject to withholding tax at a 30% rate or sushdorate as may be specified by an
applicable income tax treaty. To obtain a reduegd of withholding under a treaty, a NonS. Holder generally will be required to provids
with a properly executed IRS Form W-8BEN certifyiig Non-U.S. Holder’s entitlement to benefits unidhat treaty. U.S. Treasury
Regulations provide special rules to determine hdretfor purposes of determining the applicabitifya tax treaty, dividends paid to a Non-
U.S. Holder that is an entity should be treatedaid to the entity or to those holding an intefeghat entity.

There will be no withholding tax on dividengisid to a Non-U.S. Holder that are effectively mected with the Non-U.S. Holder’s
conduct of a trade or business within the UnitexteStif a properly-executed IRS Form W-8ECI, stathrat the dividends are so connected, is
filed with us. Instead, the effectively connect@daknds will be subject to regular U.S. income, iganerally in the same manner as if the
Non-U.S. Holder were a U.S. citizen or resident abela domestic corporation, as the case may bessialspecific treaty exemption applies.
A corporate Non-U.S. Holder receiving effectivelynnected dividends may also be subject to an aaditi‘branch profits tax,” which is
imposed, under certain circumstances, at a raB@uf (or such lower rate as may be specified byppfiGable treaty) of the corporate Non-
U.S. Holder’s effectively connected earnings arafifs, subject to certain adjustments.

Gain on Disposition of Class A Common Stock

A Non-U.S. Holder generally will not be suttj¢o U.S. federal income tax with respect to gaelized on a sale or other disposition of
our Class A common stock unless (i) the gain isatifely connected with a trade or business of $utier in the United States and a spe
treaty exemption does not apply to eliminate tixe (i@ if a tax treaty would otherwise apply tareinate the tax, the gain is attributable to a
permanent establishment of the Non-U.S. HoldehénUnited States, (iii) in the case of Non-U.S.ddos who are nonresident alien
individuals and hold our Class A common stock aapital asset, such individuals are present irUthised States for 183 or more days in the
taxable year of the disposition and certain otlegd@ions are met, (iv) the Non-U.S. Holder is sdbjto tax pursuant
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to the provisions of the Code regarding the taxatibU.S. expatriates, or (v) we are or have be#ungted States real property holding
corporation” within the meaning of Code Section @3(2) at any time within the shorter of the fiveay period preceding such disposition or
such holder’s holding period. We believe that we rzot, and do not anticipate becoming, a UniteteStaeal property holding corporation.
Even if we are treated as a United States realgptppolding corporation, gain realized by a NorgUHolder on a disposition of our Class A
common stock will not be subject to U.S. federabime tax so long as (i) the Non-U.S. Holder is atgred to have beneficially owned no
more than five percent of our Class A common sticil times within the shorter of (a) the five ygariod preceding the disposition or

(b) the holder’s holding period and (ii) our Classommon stock is regularly traded on an estabisfecurities market. There can be no
assurance that our Class A common stock will cortito qualify as regularly traded on an establisteslirities market.

Information Reporting Requirements and Backup Withholding

Generally, we must report to the U.S. InteRevenue Service, or the IRS, the amount of divitdepaid, the name and address of the
recipient and the amount, if any, of tax withheldsimilar report is sent to the holder. Pursuartatotreaties or certain other agreements, the
IRS may make its reports available to tax authesith the recipient’s country of residence.

Backup withholding will generally not apply payments of dividends made by us or our payiremesgto a Non-U.S. Holder if the holder
has provided its federal taxpayer identificatiomter, if any, or the required certification thaisihot a U.S. person (which is generally
provided by furnishing a properly executed IRS F®WHR8BEN), unless the payer otherwise has knowldgbgethe payee is a U.S. person.

Under current U.S. federal income tax laigimation reporting and backup withholding imposea rate of 28.0% will apply to the
proceeds of a disposition of our Class A commonksadfected by or through a U.S. office of a broketess the disposing holder certifies as
to its non-U.S. status or otherwise establishesxamption. Generally, U.S. information reportingl dorackup withholding will not apply to a
payment of disposition proceeds where the trarmadsi effected outside the United States througbraU.S. office of a non-U.S. broker.
However, U.S. information reporting requirementst(iot backup withholding) will apply to a paymefitdisposition proceeds where the
transaction is effected outside the United Stayesrtihrough an office outside the United Statea bfoker that fails to maintain documentary
evidence that the holder is a Non-U.S. Holder &uadl ¢ertain conditions are met, or that the hotdkerwise is entitled to an exemption, and
the broker is (i) a U.S. person, (ii) a foreigngmar which derived 50% or more of its gross incoorecértain periods from the conduct of a
trade or business in the United States, (iii) antoalled foreign corporation” for U.S. federal inme tax purposes, or (iv) a foreign partnership
(a) at least 50% of the capital or profits intefi@stvhich is owned by U.S. persons or (b) thatigaged in a U.S. trade or business. Backup
withholding will apply to a payment of dispositipnoceeds if the broker has actual knowledge trehtider is a U.S. person.

Backup withholding is not an additional t&ather, the tax liability of persons subject tokarwithholding will be reduced by the
amount of tax withheld. If withholding results in averpayment of taxes, a refund may be obtainedjged that the required information is
furnished to the IRS.

Federal Estate Tax

An individual Non-U.S. Holder who is treatasl the owner of, or has made certain lifetime feasof, an interest in our Class A common
stock will be required to include the value thergoffiis gross estate for U.S. federal estate tagqaes, and may be subject to U.S. federal
estate tax unless an applicable estate tax treatydes otherwise.
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UNDERWRITING
J.P. Morgan Securities Inc. and Banc of AngeBecurities LLC are acting as joint book-runmmanagers for this offering.

We and the underwriters named below haveetiato an underwriting agreement covering thes€k common stock to be sold in this
offering. Each underwriter has agreed to purchiasetimber of shares of Class A common stock stt égposite its name in the following
table.

Name Number of shares

J.P. Morgan Securities Int

Banc of America Securities LL
Credit Suisse First Boston LL
Morgan Stanley & Co. Incorporatt

Total 8,000,00t

The underwriting agreement provides that if theamaliters take any of the shares presented inatble bove, then they must take all of
these shares. No underwriter is obligated to talyeshares allocated to a defaulting underwriteepkander limited circumstances. The
underwriting agreement provides that the obligatiohthe underwriters are subject to certain comutt precedent, including the absence of
any material adverse change in our business anetie@t of certain certificates, opinions anddettfrom us, our counsel and our
independent auditors.

The underwriters are offering the shareslaB€A common stock, subject to the prior salehafas, and when, as and if such shares are
delivered to and accepted by them. The underwritdrsnitially offer to sell shares to the publat the initial public offering price shown on
the front cover page of this prospectus. The undtawg may sell shares to securities dealers &adnt of up to $ per share from the
initial public offering price. Any such securitidsalers may resell shares to certain other brakedgalers at a discount of up to $ per
share from the initial public offering price. Aftdre initial public offering, the underwriters magry the public offering price and other sell
terms.

If the underwriters sell more shares thantdt@ number shown in the table above, the und@wgrhave the option to buy up to an
additional 1,200,000 shares of Class A common sfiack us to cover such sales. They may exerciseation during the 30-day period
from the date of this prospectus. If any sharegparehased with this option, the underwriters wilfchase shares in approximately the same
proportion as shown in the table above. If any talthl shares of Class A common stock are purchdsedunderwriters will offer the
additional shares on the same terms as those afn\ihe shares are being offered.

The following table shows the per share aal tunderwriting discounts that we will pay to timederwriters. These amounts are shown
assuming both no exercise and full exercise ofitiderwriters’ option to purchase additional shares.

Without With
overallotment overallotment
exercise exercise
Per shart $ $
Total $ $

The underwriters have advised us that they may reh&# sales of our Class A common stock in conoeatith this offering, resulting |
the sale by the underwriters of a greater numbshafes than they are required to purchase pursu#m underwriting agreement. The short
position resulting from those short sales will leeihed a “covered” short position to the extent ithddes not exceed the 1,200,000 shares
subject to the underwriters’ overallotment optior avill be deemed a “naked” short position to thteat that it exceeds that number. A
naked short position is more likely to be creafed i
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the underwriters are concerned that there may award pressure on the trading price of the Claseimon stock in the open market that
could adversely affect investors who purchase sharthis offering. The underwriters may reducelose out their covered short position
either by exercising the overallotment option omloychasing shares in the open market. In detengiwhich of these alternatives to pursue,
the underwriters will consider the price at whitfaies are available for purchase in the open magkebmpared to the price at which they
may purchase shares through the overallotmentrophiny “naked” short position will be closed out pyrchasing shares in the open market.
Similar to the other stabilizing transactions diseat below, open market purchases made by the writkens to cover all or a portion of their
short position may have the effect of preventingetarding a decline in the market price of oursSIA common stock following this offerir
As a result, our Class A common stock may trademice that is higher than the price that othezwagght prevail in the open market.

The underwriters have advised us that, putsiwaRegulation M under the Securities Act of 19B®&y may engage in transactions,
including stabilizing bids or the imposition of @ty bids, that may have the effect of stabilizorgnaintaining the market price of the shares
of Class A common stock at a level above that whidgdht otherwise prevail in the open market. A bdliaing bid” is a bid for or the
purchase of shares of Class A common stock on behtile underwriters for the purpose of fixingroaintaining the price of the Class A
common stock. A “penalty bid” is an arrangemennpéting the underwriters to claim the selling cossien otherwise accruing to an
underwriter or syndicate member in connection whth offering if the Class A common stock originadlyld by that underwriter or syndicate
member is purchased by the underwriters in the operket pursuant to a stabilizing bid or to coveoapart of a syndicate short position.
The underwriters have advised us that stabilizidg Bnd open market purchases may be effectedeoNetv York Stock Exchange, in the
over-the-counter market or otherwise and, if comeeenmay be discontinued at any time.

One or more of the underwriters may faciitiite marketing of this offering online directlytbrough one of its affiliates. In those cases,
prospective investors may view offering terms amuaspectus online and, depending upon the paaticuiderwriter, place orders online or
through their financial advisor.

The following table details the estimateceafig expenses payable by us:

Securities and Exchange Commission registratiol $ 14,88¢
National Association of Securities Dealers, Inkingdj fee 20,50(
New York Stock Exchange listing f 210,60
Printing and engraving expens 1,000,00!
Legal fees and expens 1,750,00!
Accounting fees and expens 800,00t
Transfer agent and registrar fees and expe 11,00(
Miscellaneous 193,01«
Total $4,000,00!
|

We have agreed to indemnify the underwritgyainst certain liabilities, including liabilitiesder the Securities Act of 1933.

We and our executive officers and directord all of our shareholders have agreed that, dahiageriod beginning from the date of this
prospectus and continuing to and including the d&tedays after the date of this prospectus, nbas will, directly or indirectly, offer, sell,
offer to sell, contract to sell or otherwise dispa$ any shares of our common stock without therpwiritten consent of J.P. Morgan Securi
Inc. and Banc of America Securities LLC, exceplirmted circumstances, including the issuance afrek of common stock by us in
connection with an acquisition, provided that teeipient of the shares agrees to be bound by thekaip arrangements.
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The underwriters have informed us that theydt intend sales to discretionary accounts teeddive percent of the total number of
shares of our Class A common stock offered by thaththat no sales to discretionary accounts mawdmke without prior written approval
the customer.

At our request, the underwriters have resbslrares of Class A common stock for sale to agcthrs, officers and employees, and other
persons with whom we have a business relationship,have expressed an interest in participatirthimoffering. We expect these person
purchase no more than five percent of the Classmneon stock offered in this offering. The numbesbéres available for sale to the gen
public will be reduced to the extent such persamsipase such reserved shares. Shares purchasedhisaggogram will not be subject to the
lock-up arrangements described above.

We have applied to list our Class A commatlsion the New York Stock Exchange under the syrfiibll.” The underwriters intend to
sell shares of our Class A common stock to a mininefi 2,000 beneficial owners in lots of 100 or msoeas to meet the distribution
requirements of this listing.

There has been no public market for the CAassmmon stock prior to this offering. We and tirederwriters will negotiate the initial
public offering price. In determining the initialiplic offering price, we and the underwriters exgecconsider a number of factors in addit
to prevailing market conditions, including:

« the history of and prospects for our industry amdstudent loan companies generally;
* an assessment of our management;

* our present operations;

« our historical results of operations;

« the trend of our revenues and earnings; and

* OUr earnings prospects.

We and the underwriters will consider these ather relevant factors in relation to the pa€similar securities of generally comparable
companies. Neither we nor the underwriters canrasauestors that an active trading market willelep for the Class A common stock, or
that the Class A common stock will trade in thelfuimarket at or above the initial public offeripgce.

From time to time in the ordinary courseldit respective businesses, certain of the undemsrand their affiliates have engaged in and
may in the future engage in commercial banking @nidi/estment banking transactions with us andadfiliates. For example, J.P. Morgan
Securities Inc., Banc of America Securities LLC,iyln Stanley & Co. Incorporated and Credit Suisegt Boston LLC have underwritten
various of our asset-backed securities. Affiliat€d.P. Morgan Securities Inc. and Banc of Ame8eaurities LLC have provided credit
enhancements in connection with our securitizatiansactions through various swap agreements.igég of J.P. Morgan Securities Inc. are
acting as agents for some of our financing arrarggsi Bank of America, N.A., an affiliate of BarfcAmerica Securities LLC, provides
financing to one of our subsidiaries under a letfesredit and is the lender under one of our ajegdines of credit. We are in the process of
obtaining a $30 million line of credit with JPMorg&hase Bank, an affiliate of J.P. Morgan Secwritie. Bank of America, N.A. also acts
a lender and agent under one of our warehousedimgufacilities. In addition, affiliates of J.P. Myan Securities Inc., Banc of America
Securities LLC and Morgan Stanley & Co. Incorpodedet as remarketing agents in connection with soheeir existing financing
arrangements. We have also entered into arrangermetiite ordinary course of business with affikatdé Banc of America Securities LLC to
purchase student loans from them and to servidaioef their loans.
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LEGAL MATTERS

The validity of the Class A common stock ofié hereby have been and are being passed upblelioet by Perry, Guthery, Haase &
Gessford, P.C., L.L.O., Lincoln, Nebraska. Legattera in connection with this offering are beinggad upon for Nelnet by Cahill Gordor
Reindel LLP, New York, New York, and for the undeiters by Davis Polk & Wardwell, New York, New YarBhareholders of, and an Of
Counsel to, Perry, Guthery, Haase & Gessford, R.C.Q. own an aggregate of 258,802 shares of Glasammon stock of Nelnet.

EXPERTS

The consolidated financial statements of Belmc. as of December 31, 2002 and 2001, and&oh of the years in the three-year period
ended December 31, 2002, have been included haresfiance upon the report of KPMG LLP, indepertdmrtountants, appearing elsewl
herein, and upon the authority of said firm as etgoi@ accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We have filed with the Securities and Exclea@gmmission a registration statement on FormiBelyding exhibits, under the Securities
Act of 1933 with respect to the shares of our Clasemmon stock to be sold in the offering. Thiegpectus does not contain all of the
information set forth in the registration statemerdr further information with respect to us and sihares to be sold in the offering, reference
is made to the registration statement and the @ghibiached to the registration statement. Statésreopntained in this prospectus as to the
contents of any contract, agreement or other dontineéerred to are not necessarily complete. Assalt of this offering, we will become
subject to the information and reporting requiretaeari the Securities Exchange Act of 1934 and fddlannual, quarterly and current repa
proxy statements and other information with theusiges and Exchange Commission.

You may read and copy all or any portionhef tegistration statement or any reports, statesr@ndther information that we file at the
Securities and Exchange Commission’s Public Reter&oom at 450 Fifth Street, N.W., Washington, 2@549. You can request copies of
these documents, upon payment of a duplicatingdie&yriting to the Securities and Exchange ComnaissPlease call the Securities and
Exchange Commission at 1-800-SEC-0330 for furthfarmation on the operation of the Public RefereRoem. Our Securities and
Exchange Commission filings, including the regitra statement, are also available to you on tleu®ées and Exchange Commission’s
web site http:/ivww.sec.gov
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Independent Auditors’ Report

The Board of Directors
Nelnet, Inc.:

We have audited the accompanying consolidated balsineets of Nelnet, Inc. (formerly Nelnet Loanv®ess, Inc.) and subsidiaries as of
December 31, 2002 and 2001, and the related cdasedl statements of income, shareholders’ equity cash flows for each of the years in
the three-year period ended December 31, 2002 eldwmssolidated financial statements are the redpibtysof Nelnet, Inc. and subsidiaries’
management. Our responsibility is to express aniopion these consolidated financial statementsdas our audits.

We conducted our audits in accordance with audiiagdards generally accepted in the United StdtAmerica. These standards require
that we plan and perform the audit to obtain reabtnassurance about whether the financial statsnaea free of material misstatement. An
audit includes examining, on a test basis, evidsnpporting the amounts and disclosures in then6igh statements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well agatirg the overall financial statement
presentation. We believe that our audits providesgonable basis for our opinion.

In our opinion, the consolidated financial statetegaferred to above present fairly, in all matenégpects, the financial position of Nelnet,
Inc. and subsidiaries as of December 31, 2002 80d,2and the results of their operations and tesh flows for each of the years in the
three-year period ended December 31, 2002, in cmitfpwith accounting principles generally acceptedhe United States of America.

KPMG LLP

Lincoln, Nebraska
March 21, 2003, except as to note 20,
which is as of August 14, 2003, and
notes 7, 11 and 19, which are as of NovemBg2003
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Nelnet, Inc. and Subsidiaries

Consolidated Balance Sheets

Assets

Student loans receivable (net of allowance for losses of $15,724,

$12,000 and $10,242, respective

Cash and cash equivaler
Cash and cash equivale— not held at a related par
Cash and cash equivale— held at a related par

Total cash and cash equivale

Restricted cas— held by trustes

Restricted investmen— held by trustes

Restricted cas— due to loan program custom
Accrued interest receivab

Accounts receivable, n

Intangible assets, n

Furniture, equipment and leasehold improvements
Other assets, including deferred ta

Total asset

Liabilities and Shareholders Equity
Liabilities:

Bonds and notes payal

Accrued interest payab

Other liabilities

Due to loan program custome

Total liabilities

Minority interest
Commitments and contingenci
Shareholder equity:
Preferred stock, $0.01 per value. Authorized 50000 shares; no
shares issued or outstand
Common stock
Class A, $0.01 par value. Authorized 600,000,0G0edy issued
and outstanding 31,015,034 shares in 2003 and
30,947,834 shares in 2002 and 2!
Class B, $0.01 par value. Authorized 15,000,000eshassued
and outstanding 14,023,454 she
Additional paic-in capital
Retained earning

Total shareholde’ equity

Total liabilities and sharehold¢ equity

December 31,

September 30,
2003 2002 2001
(unaudited)
(in thousands)

$10,059,92 8,559,42I 7,423,87.
12,58: 27,29¢ 23,17t
22,06: 12,861 13,26¢
34,65( 40,15¢ 36,44(
509,24. 570,70: 213,65¢
190,06 173,33¢ 121,60t
40,71 132,37! 65,79:
207,51! 177,01! 180,63
18,19: 14,83¢ 14,36¢
14,41t 23,90¢ 22,51
15,28¢ 12,91( 9,32
63,00: 61,91¢ 46,357
$11,152,99 9,766,58: 8,134,56!
— — —
$10,892,34 9,447,68: 7,926,36:
18,88t 20,251 21,14¢
69,83: 57,52¢ 56,56¢
40,71 132,37! 65,792
11,021,77 9,657,83 8,069,86!
— (376) 1,50€
31C 30¢ 30¢
14C 14C 14C
43,21¢ 37,891 37,49¢
87,55 70,78: 25,23¢
131,22: 109,12: 63,18¢
$11,152,99 9,766,58: 8,134,56!
| | |

See accompanying notes to consolidated financitdsients.
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Nelnet, Inc. and Subsidiaries

Consolidated Statements of Income

Interest income
Loan interes
Investment interes

Total interest incom
Interest expenst
Interest on bonds and notes pays

Net interest incom
Less provision for loan loss

Net interest income after provision for loan los

Other income
Loan servicing and other fee incol
Software services and other inco
Derivative market value adjustme

Total other incom:

Operating expense

Salaries and benefi

Other operating expense
Depreciation and amortizatic
Trustee and other debt related f
Occupancy and communicatio
Advertising and marketin
Professional service
Consulting fees and support services to related

parties

Postage and distributic
Other

Total other operating expens
Total operating expens:

Income before income taxes and minority inte
Income tax expens

Income before minority intere
Minority interest in subsidiary (income) lo

Net income

Earnings per share, basic and dilu

Nine months ended

Year ended

September 30, December 31,
2003 2002 2002 2001 2000
(unaudited)
(in thousands, except per share data)
$270,39¢ 311,93 405,14¢ 318,45 281,02¢
11,984 15,23¢ 20,75¢ 16,79¢ 17,93
282,38: 327,17. 425,90¢ 335,24° 298,96:
148,55t 170,87t 235,00t 220,68 234,10¢
133,82 156,29¢ 190,90( 114,56} 64,85
8,87¢ 3,31¢ 5,581 3,92¢ 1,37(
124,95 152,97 185,31 110,64( 63,48
74,47( 80,18¢ 103,89¢ 93,17 66,01t
13,98¢ 15,12¢ 21,90¢ 7,71% 8,431
(4,632) (579 (579 (2,962) —
83,82¢ 94,73¢ 125,22¢ 97,92 74,44¢
93,04¢ 80,071 106,87 77,37( 51,76¢
17,21 24,47 32,44¢ 28,59: 17,30
14,95 12,47 16,61% 12,83¢ 9,067
9,14¢ 8,17: 11,42« 7,48¢ 5,61¢
6,692 10,38( 11,512 10,12: 4,54
8,64 6,061 9,237 3,35¢ 1,57¢
3,10z 6,78€ 12,80( 29,35( 15,30(
10,22¢ 7,881 11,09¢ 7,647 5,73¢
15,79:¢ 16,61¢ 22,69: 18,67¢ 20,39(
85,77¢ 92,85! 127,82 118,06¢ 79,43
178,82 172,92¢ 234,70: 195,43 131,19¢
29,95! 74,78¢ 75,84 13,12¢ 6,73:
13,28¢ 27,13 27,67¢ 5,38( 2,21
16,66: 47,657 48,16: 7,74¢ 4,52(
10¢ 19€ 37¢€ (59¢) —
$ 16,77 47,85: 48,53¢ 7,147 4,52(
— — — — —
$ 0.37 1.0€ 1.0¢ 0.1¢€ 0.11
— — — — —

See accompanying notes to consolidated finanassients.
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Nelnet, Inc. and Subsidiaries

Consolidated Statements of Shareholders’ Equity
Nine months ended September 30, 2003 (unaudited)dgears ended December 31, 2002, 2001 and 2000

Class A Class B Additional Total
Preferred common common paid-in Retained shareholders’
stock stock stock capital earnings equity
(in thousands)

Balance at December 31, 1¢ $ 9 29¢ 132 1,37: 13,57: 15,38(
Net income — — — — 4,52( 4,52(
Purchase accounting adjustments as a resu

reverse acquisitio 9 — 8 34,34¢ — 34,34¢
Minority interest loss in excess of minority

interest capita — — — (87 — (87)
Balance at December 31, 2C — 29t 14C 35,63¢ 18,09: 54,16:
Net income — — — 7,14 7,147
Issuance of 1,535,520 shares of Class A

common stocl — 14 — 1,99¢ — 2,01(
Minority interest loss in excess of minority

interest capita — — — (132 — (132)
Balance at December 31, 2C — 30¢ 14C 37,49¢ 25,23¢ 63,18¢
Net income — — — — 48,53¢ 48,53¢
Dividend distributior — — — — (2,999 (2,999
Recapture of minority interest loss in excess of

minority interest capite — — — 392 — 392
Balance at December 31, 2C — 30¢ 14C 37,89: 70,78: 109,12.
Net income (unauditec — — — — 16,77 16,77
Non-cash compensation expense (unaudi — — — 5,16¢€ — 5,16¢
Issuance of 331,800 shares of Class A common

stock (unaudited — 3 — 80:3 — 80¢
Redemption of 264,600 shares of Class A

common stock (unaudite — 2 — (641) — (643)
Balance at September 30, 2003 (unaudi $— 31C 14C 43,21¢ 87,55 131,22.

| | | | | |

See accompanying notes to consolidated finanassients.
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Nelnet, Inc. and Subsidiaries

Consolidated Statements of Cash Flows

Net income

Adjustments to reconcile net income to net cash
provided by (used in) operating activitit
Depreciation and amortization, including premit
Unrealized loss on derivative instrume
Non-cash compensation exper
Deferred income tax bene
Minority interest in subsidiary (loss) incor
Provision for loan losse
Decrease (increase) in accrued interest recei
Decrease (increase) in accounts receiv
Decrease (increase) in other as:
Increase (decrease) in accrued interest pa
Increase (decrease) in other liabilit

Net cash provided by (used in) operating activi

Cash flows from investing activitie

Originations, purchases and consolidations of stt

loans, including premiunr

Purchases of student loans, including premiums)

a related part

Proceeds from sales of student lo

Net proceeds from student loan principal paym
and loan consolidatior

Net purchases of furniture and equipm

Decrease (increase) in restricted cash — held by

trustee

Purchases of restricted investme— held by truste
Proceeds from maturities of restricted investment

held by truste:
Acquisitions of subsidiaries, net of cash acqu

Net cash used in investing activiti

Cash flows from financing activitie
Payments on bonds and notes pay.
Proceeds from issuance of bonds and notes pa
Payment of debt issuance cc
Cash distributions to sharehold
Payments for redemption of common st
Proceeds from issuance of common si

Net cash provided by financing activiti
Net increase (decrease) in cash and
equivalents

Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe

Supplemental disclosures of cash flow informat
Interest paic

Income taxes pai

September 30,

December 31,

2003 2002 2002 2001 2000

(unaudited)

(in thousands)

$ 16,77 47,85 48,53¢ 7,141 4,52(
74,50( 63,78t 93,86+ 45,30: 28,19¢
4,632 57¢ 57¢ 2,96: —
5,16¢ — — — —
(7,30%) (7,719) (8,475) (11,369 (4,712
(109) (196 (376€) 59¢ -
8,87t 3,31¢ 5,587 3,92¢ 1,37(C
(30,500 (25,306 3,61¢ (14,667) (31,35)
(3,359 (5,94¢) 91¢€ 13,28¢ (18,487
7,092 (4,427 (7,60¢) 18,107 (5,629
(1,366€) 13¢ (894) (3,554) 2,70¢
12,30 (5,972) (1,542 19,744 9,76:
86,70¢ 66,12 134,21( 81,49: (13,617
(2,784,96) (1,833,84) (2,541,07) (774,95) (461,376
(594,996 (326,920 (377,789 (666,350  (536,45)
— — — — 9,90¢
1,820,83I 1,076,30: 1,724,07 529,19( 381,86:
(9,527) (9,217 (13,409 (6,269 (4,009
61,46 (163,39 (357,049 (50,186 (42,057
(323,20;) (228,329 (318,827 (302,05() (53,06¢)
306,47" 213,13¢ 267,08¢ 296,40! 51,77¢
(1,760) (20,809 (20,809 (102,18, 1,59¢
(1,525,68) (1,293,08) (1,637,77) (1,076,39)  (651,81)
(2,242,54) (863,51 (2,259,76) (324,56)  (331,40))
3,687,38| 2,081,08 3,781,47. 1,338,95°  1,000,00i
(11,52) (7,186 (11,429 (8,325 (4,376
— (2,992 (2,999 — —
(64%) = = = =
80¢€ — — 2,01C —
1,433,47. 1,207,39. 1,507,28: 1,008,08. 664,22!
(5,505) (19,569 3,71¢ 13,17: (1,206)
40,15¢ 36,44( 36,44( 23,26: 24,46¢
$ 34,65( 16,87: 40,15¢ 36,44( 23,26:
— — — — —
$ 142,22 168,96 222,528 227,19t 229,67:
— — — — —
$ 19,08 39,53 40,09¢ 14,77 8,46¢



Supplemental disclosure of noncash operating éietbviegarding acquisitions is contained in note 1.
See accompanying notes to consolidated financgtstents.
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Nelnet, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
September 30, 2003 and 2002 and December 31, 2@X)1 and 2000
(Data as of and for the nine months ended Septemb80€, 2003 and 2002 is unaudited)

(1) Corporate Structure

(a) Corporate Organizatiot

Nelnet, Inc. (Nelnet or the Company, formetlginet Loan Services, Inc.) is a privately ownegttically integrated education finance
company, which, together with its subsidiariegpused on providing quality products and servioggarticipants in the education finance
process. Nelnet is an originator, holder and senwé education loans and offers a broad rangaahtial services and technology-based
products, including student loan origination anmtieg, student loan and guarantee services anieacfunternet-based software solutions.

The Company owns the stock of various conmma which are engaged in the securitization afcation finance assets. The Company’s
student lending subsidiaries described below grarsg¢e entities holding beneficial interests igiele loans, subject to creditors with specific
interests. The liabilities of the Company’s studending subsidiaries are not the liabilities af thompany or any of its other subsidiaries and
cannot be consolidated in the event of bankrupthe. transfers of student loans to the eligible éridusts do not qualify as sales under the
provisions of Statement of Financial Accountingr8i@rds (SFAS) No. 14@ccounting for Transfers and Servicing of Finandakets and
Extinguishments of Liabilitie, as the trusts continue to be under the effectiverol of the Company. All the financial activéiand related
assets and liabilities, including debt, of the siti@ations are reflected in the Company’s consatkd financial statements. The following
subsidiaries of the Company hold the financial &s§mllectively referred to as the Student Lendsudpsidiaries):

NELNET Student Loan Corporati—1 (NELNET-1)

NELNET Student Loan Corporati—2 (NELNET-2)

Nelnet Student Loan Funding LLC (NELNET SL

Nelnet Education Loan Funding, Inc. (formerly knoasiINEBHELP, Inc.) (NELF
MELMAC, Inc. and subsidiaries (MELMAC)

NHELP-I, Inc. (NHELP-I)

NHELP-II, Inc. and subsidiary (NHELP-II)

NHELP-III, Inc. (NHELP-III)

Nelnet Student Loan Warehouse Corpore1 (NELNET SLWC-1)

NELnet Private Student Loan Corpora-1 (NELnet Private-1)

EFS Finance Co. (EFS Fin Co.) and its subsidiakT Eorporation (EMT Corp.)

NELNET-1, NELNET—2, NELNET SLF, NELF, NHELR;-NELnet Private-1, MELMAC, and EMT Corp. finaneégible student loan
assets on a more permanent basis, as the asseiaded with bonds and notes payable, which hangdomaturities. NHELP—I, NHELRH,
NELNET SLWC-1, select operating lines within NELF, and EFS Em are warehouse facilities designed to fundestutban assets on a
temporary basis until the assets are moved to an@tudent Lending Subsidiary to provide more pa&enafinancing.

The Company also provides managerial, adinéiige support, loan servicing, origination pragiag, computer software development,
broker-dealer activities and marketing to the Stidending Subsidiaries through the following wiyathwned subsidiary management
companies: National Education Loan Network, Indz[INl); Nelnet Marketing Solutions, Inc. (NMS) andbsidiaries, including its 100%
owned subsidiary (80% owned through February 283p05tudent Partner Services, Inc (SPS); Nelnetr&ee Services, Inc. and
GuaranTec LLP (collectively, NGS); EFS Services, (iEFS Services); Charter Account Systems, Inba(ter); Idaho Financial Associates,
Inc. (IFA); UFS Securities, LLC (UFS Securitiesdats 100% owned subsidiary, Shockley FinancialgGand Nelnet Corporation
(subsequently renamed Nelnet Corporate Services, In
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Nelnet, Inc. and Subsidiaries
Notes to Consolidated Financial Statements — (Comtiied)

Nelnet is the legal parent of NELN. ThroughyvL5, 2002, Nelnet also owned 91.43% of Infovise, and its subsidiary (Infovisa).
Infovisa primarily developed and provided softwaystems for financial institutions. Effective May, 2002, Nelnet sold its ownership of
Infovisa to Farmers & Merchants Investment Inc. {fgat carrying value, which approximated fair value

Effective March 2, 2000, Nelnet’'s common &toghich was owned by Union Bank and Trust Comp@B&T), was spun out to its
holding company, F&M, and the minority stockholdef¢JB&T. F&M is an entity under common control Wwithe Company. Following this
distribution, Nelnet entered into a triangular ggorization, pursuant to which Nelnet establishaedwa subsidiary, NELN. NELN acquired
through merger a former entity also named Nati&ualcation Loan Network, Inc. Subsequent to thegaoization, Nelnet became the legal
parent of NELN and its subsidiaries. Majority vatiand ownership control was retained by the forshareholders of NELN, and
accordingly, the transaction was treated as a sev@cquisition for financial statement reportingpmses. In accordance with generally
accepted accounting principles, NELN was treatetti@sicquiring entity and Nelnet as the acquirdilyen

As Nelnet was the acquired entity, Nelnessads were recorded at fair value at the dateeofaterse acquisition. Intangible assets,
consisting of loan servicing contracts, were reedrthrough a credit to additional paid-in capibaladdition, the preferred and common stock
of NELN was converted to new shares of stock oh&elTherefore, on the acquisition date, in theagzanying consolidated statements of
shareholders’ equity, the common stock consistddgzl shares of Nelnet and the retained earniogsisted of those of NELN.

NELNET SLWC-1, NELNET SLF, and SPS commentter business operations on January 24, 2002, Ma902, and May 15, 2002,
respectively. NELnet Private-1 commenced its bissraperations on November 1, 2001. The consolidatedcial statements reflect the
operations of these entities since the commencedates.

(b) Description of Busines

The Student Lending Subsidiaries are organimespecial-purpose bankruptcy remote entitiestwhiimarily invest in eligible student
loans, through an eligible lender trustee, issustkuTitle IV of the Higher Education Act of 196t amended (the Act). NHELP-II and
NELnet Privat-1 also invest in self-insured or privately-insustddent loan programs through an eligible lendestée.

Student loans beneficially owned by the Stidending Subsidiaries include those originatedesrthe Stafford Loan Program (SLP), the
Parent Loan Program for Undergraduate Students §lptbgram, the Supplemental Loans for Student§Y®kogram, and loans which
consolidate certain borrower obligations (Consaiag. Title to the student loans is held by ellgikender trustees under the Act for the
benefit of the Student Lending Subsidiaries. Thariced eligible loan borrowers are geographicalhated throughout the United States. The
bonds and notes payable outstanding are payalf@aply from interest and principal payments onshedent loans, as specified in the
resolutions authorizing the sale of the bonds ads

The Company’s business is comprised of foumary product and service offerings:

» Asset management, including student loan originat®and acquisitionsThe Company provides student loan sales, marketing,
originations, acquisition and portfolio managemédinte Company owns a large portfolio of student lassets through a series of
education lending subsidiaries. The Company geeefatins owned in special purpose lending fadliieough direct origination or
through acquisition of loans. The Company generdesnajority of its earnings from the spread betwthe yield it earns on its student
loan portfolio and the cost of funding these lodrse Company also provides marketing and salesstippd managerial and
administrative suppo
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Nelnet, Inc. and Subsidiaries
Notes to Consolidated Financial Statements — (Comtiied)

related to its asset generation activities, as asethose performed for its branding partners loerdenders who sell it loans. Revenues
are primarily generated from interest earnings. [@/fthie Company’s net interest margin may vary @uiuctuations in interest rates,
government special allowance payments ensuretibadompany receives a minimum yield on its studtnts, so long as certain
requirements are me

Student loan servicingThe Company services its student loan portfolio twedportfolios of third parties. As of Septemb@r 3003, the
Company serviced or provided complete outsourcfregovicing activities for more than $18 billion student loans, including
approximately $8.7 billion of loans in its portfoliThe servicing activities provided include loaigmation activities, application
processing, borrower updates, payment procesdaig) processing and due diligence procedures. Taetbaties are performed
internally for the Compar’s own portfolio, in addition to generating fee newe when performed for thi-party clients

Guarantee servicingThe Company provides servicing support to guaraggncies, which includes system software, hardaade
telecommunication support, borrower and loss updatefault aversion tracking services, claim precgsservices and post-default
collection services. The Company currently provisevicing support to agencies that guarantee $fnbof FFELP loans. These
activities generate fee revenue in addition to edpay the Company’s relationship with other paptigits in the education finance
sector.

Servicing softwareThe Company provides student loan servicing sofvigternally and to third-party student loan hotdend
servicers. In addition to the more than $18 billierstudent loans which the Company services direttte software products are uset
service an additional $27 billion in student loahise Company earns software license and mainterfapseannually from third party
clients for use of this software. The Company alsivides computer consulting, custom software appittns and customer service
support.

(c) Acquisitions

Nelnet Guarantee Services, Inc., a wholly @dvaubsidiary of NELN, commenced its business diggrain June 2001. On June 30, 2001,
it acquired 51% of the voting control of GuaranTelcP (GuaranTec) for $2.6 million. On January 1020NELN acquired the remaining
49% of GuaranTec for $4.5 million from F&M. The @ss purchase price over F&M’s carrying value wa $3llion. As the 49% interest
was acquired from an entity under common contrdthwie Company, the excess purchase price wasdettais a dividend distribution in the
consolidated statement of shareholders’ equityibR2

On January 1, 2001, NELN acquired MELMAC asdvholly owned subsidiaries, MELMAC LLC and MELMAEnterprise, Inc., for
approximately $30 million. The acquisition was aaeed for under purchase accounting. The assetBadnilities of MELMAC and its
subsidiaries were recorded at fair value. An intialegasset, representing loan origination rightapproximately $6.4 million was recorded
and is being amortized over its estimated usefiildf three years. The results of operations of IMEAIC have been included in the
consolidated financial statements since the dategiisition.

On December 21, 2001, NELN acquired all ef tutstanding stock of EFS, Inc. (EFS) and its Whmlvned subsidiaries, EMT Corp.,
EFS Services, EFS Fin Co., and Advantage Netwaik, for approximately $141 million. The acquisitivas accounted for under purchase
accounting. The assets and liabilities of EFS #hdubsidiaries were recorded at fair value. Aarigible asset, representing lender
relationships and loan origination rights, of apgmuately $4 million was recorded and is being aizerd over its estimated useful life of th
years. The results of operations of EFS have besnded in the consolidated financial statememisesthe date of acquisitio
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Nelnet, Inc. and Subsidiaries
Notes to Consolidated Financial Statements — (Comtiied)

NELN acquired MELMAC and EFS to increase its mastere in the student lending industry. The aliocadf the purchase price for t
MELMAC and EFS acquisitions is shown below (dollarshousands):

Loans $ 3,021,79.
Other asset 219,06¢
Intangible asset 10,38¢
Bonds and notes payalt (3,055,40)
Other liabilities (24,455
Total purchase pric $ 171,38t

|

On January 2, 2002, NELN acquired IFA for mpgmately $17 million. The acquisition was accathfor under purchase accounting.
The assets and liabilities of IFA were recordethatvalue. An intangible asset, representing smgi system software and other intellectual
property, of $14.2 million was recorded and is geamortized over its estimated useful life of thyears. The results of operations of IFA
have been included in the consolidated financatkstents since the date of acquisition.

On May 9, 2002, NELN acquired Charter formpgmately $7 million. The acquisition was accouhfer under purchase accounting. The
assets and liabilities of Charter were recordddiavalue. An intangible asset, representing s@mgi system software and other intellectual
property, of $6.8 million was recorded and is beangprtized over its estimated useful life of thyears. Unamortized goodwill of
$2.6 million was also recorded. The results of apens of Charter have been included in the codatdd financial statements since the date
of acquisition.

NELN acquired IFA and Charter to provide smdloan servicing software solutions to the staidkamding industry. The allocation of the
purchase price for the IFA and Charter acquisitisrghown below (dollars in thousands):

Cash and investmer $ 2,972
Accounts receivabl 1,39(
Intangible asset 23,61:
Deferred revenue and other liabiliti (4,199
Total purchase pric $23,78:
I

On August 7, 2003, the Company acquired Ue&uBties for $2.6 million from affiliated partieEhe acquisition was accounted for under
purchase accounting. The results of operationsk8 Securities have been included in the consolid@ancial statements since the date of
acquisition. This acquisition is immaterial to #tensolidated financial statements.
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Nelnet, Inc. and Subsidiaries
Notes to Consolidated Financial Statements — (Comtiied)

The following unaudited pro forma informatipresents the combined results of the Companyaagththe 2002, 2001 and 2000
acquisitions occurred on January 1, 2000. The gmod financial information does not necessarilfefthe results of operations if the
acquisitions had been in effect at the beginninthefperiod or which may be attained in the future.

Pro forma Pro forma
year ended year ended
December 31, 2001 December 31, 2000

(dollars in thousands)

(unaudited)
Net interest incom $ 153,67- 89,61:
Other income $ 125,98! 130,68:
| |
Net income (loss $ 11,90¢ (8,279)
| |
Weighted average shares outstanding, basic aned 44,331,49 41,187,23
Earnings (loss) per share, basic and dill $ 0.27 $ (0.20)

The pro forma information presenting the comed operations of the Company as though the 204gisitions occurred on January 1,
2002 is not significantly different than actual 20@sults.

In June 2001, the Financial Accounting Stadsl®oard issued SFAS No. 18ysiness CombinatiofSFAS No. 141), and SFAS
No. 142,Goodwill and Other Intangible AssgiSFAS No. 142). SFAS No. 141 requires that the lmagse method of accounting be used fo
business combinations. SFAS No. 141 specifiedr@itbat intangible assets acquired in a businestmhmation must meet to be recognized
and reported separately from goodwill. SFAS No. detflires that goodwill and intangible assets wittefinite useful lives no longer be
amortized, but instead tested for impairment atlaanually in accordance with the provisions oASHNo. 142. SFAS No. 142 also requires
that intangible assets with estimable useful liveamortized over their respective estimated usieks to their estimated residual values.

The Company adopted the provisions of SFASIMA as of July 1, 2001 and SFAS No. 142 as afaignl, 2002. Upon adoption of
SFAS No. 142, the Company was required to evaltmtxisting intangible assets and goodwill thaten@cquired in purchase business
combinations and to make any necessary recladsifisain order to conform with the new classificaticriteria in SFAS No. 141 for
recognition separate from goodwill. The Company ®alas required to reassess the useful lives anduads/alues of all intangible assets
acquired and make any necessary amortization padjpcgtments by the end of the first interim pemdiegr adoption. Based on this
evaluation, no reclassifications or changes touldises or residual values were made.

(2) Interim Financial Information

The accompanying interim financial informatias of September 30, 2003 and for the nine manttled September 30, 2003 and 2002
have not been audited by independent accountantise lopinion of management, the accompanying uteithterim financial information
contains all adjustments (consisting only of nornealurring adjustments) considered necessary flair paresentation in accordance with
generally accepted accounting principles. The imdénancial information should be read in conjuantwith the audited financial statements
and notes for the years ended December 31, 2002, 206d 2000. The results of operations for the nilonths ended September 30, 2003 are
not necessarily indicative of the results which rhayexpected for the entire calendar year 2003.
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(3) Summary of Significant Accounting Policies andPractices

(a) Consolidation

The consolidated financial statements inclildeaccounts of the Company and its subsidiadiésignificant intercompany balances and
transactions have been eliminated in consolidadediscussed in Note 1(a), the Company consokdaltespecial purpose entities in
accordance with SFAS No. 140. Non-consolidatediestin which the Company has significant influeace recorded using the equity
method of accounting.

(b) Student Loans Receivab

Investments in student loans, including prens, are recorded at cost, net of premium amoidizand the allowance for loan losses.
Student loans consist of federally insured stuttearis, private student loans and student loangigations.

(c) Allowance for Loan Losse

The allowance for loan losses is estimatetestablished through a provision charged to expdresses are charged against the
allowance when management believes the colledyilwfithe loan principal is unlikely. Recovery ahaunts previously charged off is
credited to the allowance for loan losses.

For the FFELP loan portfolio, the Companysidars trends in student loan claims rejected &yngent by guarantors and the amount of
FFELP loans subject to the 2% risk sharing. Thewadihce is based on periodic evaluations of its fmamtfolios considering past experience,
changes to federal student loan programs, curcamtaenic conditions and other relevant factors. HFBdans are guaranteed as to both
principal and interest, and, therefore, continuaderue interest until the time they are paid l®ygbaranty agency. The allowance is
maintained at a level management believes is adequgrovide for estimated probable credit losskerent in the loan portfolio. This
evaluation is inherently subjective as it requigeBmates that may be susceptible to significaahghbs.

In determining the adequacy of the allowance fanlsses on the private loans, the Company caissséeeral factors including: loans
repayment versus those in a non-paying status,imantrepayment, delinquency status, type of progaad trends in defaults in the portfolio
based on Company and industry data. The Compangkaprivate loan on non-accrual status and chaff¢he loan when the collection of
principal and interest is 120 days past due.

Management believes that the allowance fan losses is adequate. While management usestdgaiérmation to recognize probable
losses on loans, future additions to the allowdocé®an losses may be necessary based on changesnomic conditions.

(d) Cash and Cash Equivalen

For purposes of the consolidated statemdrdash flows, the Company considers all investmeuitts maturities when purchased of three
months or less to be cash equivalents.

(e) Restricted Cash and Restricted Investme— Held by Trustee

The Companyg restricted cash and restricted investments ddeblyethe trustees in various accounts, subjeas®restrictions imposed
the trust indenture. The Company recognizes diticésd cash and restricted investments held kstéas on their consolidated balance sheet.
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(f) Restricted Casl— Due to Loan Program Customers/ Due to Loan Progr&ustomers

As a servicer of student loans, Nelnet ctdlstudent loan remittances and subsequently disbihese remittances to the appropriate
lending entities. In addition, Nelnet requests fagdrom lenders and subsequently disburses loadsfto borrowers and schools on behalf of
borrowers. Cash collected for customers and ttee@lliability are included in the accompanying swiitlated balance sheets. Net interest
income earned by the Company on this cash in tihe mionths ended September 30, 2003 and 2002 atfitfgears ended December 31,
2002, 2001 and 2000 was $144,000, $783,000, $1lipmi$2.1 million and $3.3 million, respectively.

(9) Intangible Asset:

Intangible assets, consisting of loan semgaontracts, lender relationships and loan origanaights, and servicing system software and
other intellectual property, are being amortizechairaightine basis over the expected periods to be beuefismging from 30 to 36 montt
Goodwill resulting from acquisitions is not beingartized.

(h) Furniture, Equipment and Leasehold Improvements

Furniture and equipment are carried at eustpf accumulated depreciation. Maintenance apaire are charged to expense as incurred,
and major improvements, including leasehold impnoeets, are capitalized. Gains and losses fromemagnt of equipment and improveme
are included in determining net income. The Compases accelerated and straight-line methods fordéw depreciation and amortization.
Accelerated methods are used for certain equiparahsoftware when this method is believed to pmadetter matching of income and
expenses.

(i) Other Assets

Other assets are recorded at cost or amdrtiast and consist primarily of prepaid bond insag debt issuance costs, deferred tax assets
and income taxes receivable. Prepaid bond insuramd@ebt issuance costs are amortized usingrdighgtline method and effective interest
methods, respectively, over the estimated livab®tbonds and notes payable.

(j) Program Reimbursement Reser

The program reimbursement reserve, whichdkided in other liabilities, represents the amafrgtudent loans that management
estimates the Company will be required to repdgnders, for which the Company performs servictg to the Compang’failure to follow
prescribed due diligence procedures. The programbresement reserve is established through a poovfer losses charged to expense. The
amount of provision is based on management’s etiafuaf the servicing portfolio as it relates t@tbomplex due diligence requirements that
must be followed to maintain the Department of Edion guarantee on the loans. Failure to meetioattge diligence requirements will
cause a loss of guarantee on the loans and pdtissao the Company if it is unable to cure tbadition under procedures prescribed by the
federal government.

Serviced student loans are charged agaieslibwance when they lose their Department of Btdoo guarantee and the Company is
required to reimburse the lender. Loans that absesyuently returned to a repayment status canugadbeir guaranteed status, and such
amounts are then credited to the program reimblgseneserve as recoveries.

Management believes that the program reingmiesnt reserve is adequate. While management uagstde information to determine the
adequacy of the reserve and to recognize losseesefadditions to the reserve may be necessaryllmasehanges in federal policy, economic
conditions, or management’s performance relatingptapliance with the Department of Education’s diligence requirements.
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(k) Software Sales, Development and Maintenanceq &eferred Income

Charter and IFA account for software reverinesccordance with the AICPA’s Statement of Pogsi®7-2,Software Revenue Recognition
(SOP 97-2). SOP 97-2 provides guidance on whernrewthat amounts income should be recognized fenking, selling, leasing, or
otherwise marketing computer software. Income omtiacts with customers that does not require Baamt production, modification, or
customization of software is recognized when alfitilowing criteria are met: persuasive evidentaroarrangement exists, delivery has
occurred, vendors fee is fixed and determinabld,cfiectibility is probable. Income paid on mama@ce and enhancement agreements for
services to be performed in subsequent periodsfereed and recognized in income over the lifenefagreements. Deferred revenue of
approximately $1.5 million and $900,000 is includedther liabilities on the accompanying consdigibalance sheets at September 30,
2003 and December 31, 2002, respectively.

Costs associated with research and developrakated to the development of computer softwageeapensed when incurred in
accordance with SFAS No. 88ccounting for the Cost of Computer Software t@blkl, Leased or Otherwise Marketédl. costs associated
with website development or the maintenance oftexjsoftware products are expensed when incuRedearch and development machir
and equipment that have alternative future uségrih research and development activities or attserare capitalized and depreciated over
their useful lives.

The Company also capitalizes software castieuthe provisions of Statement of Position 98dcounting for the Costs of Computer
Software Developed or Obtained for Internal Udéaterial software developments or enhancemeatsatte considered to have useful live:
greater than one year are capitalized and amortizedtheir useful lives. Costs related to mairitajrits purchased software including the
costs of programming are expensed as incurredhBsed software is capitalized and amortized oweestimated useful life. Unamortized
capitalized software costs included in furnitumgipment and leasehold improvements were $3.7anibit December 31, 2001. There were
no unamortized costs at December 31, 2002 or Séyeted®, 2003.

() Minority Interest

In 2001, minority interest reflects the prapmate share of shareholders’ equity and incofr@umranTecs minority stockholder. In 20(
and 2002, minority interest reflects the propordittnshare of shareholders’ equity and loss of SP8ierity stockholders.

Nelnet allocated Infovisa’s income or losspmrtionately between Nelnet's percentage inteardtthe remaining percentage minority
interest. When losses applicable to the minoritgriest exceeded the minority interest in equityiteisuch excess was charged against
Nelne’s interest as a charge to retained earnings inéf'sl shareholders’ equity. When earnings were igeéee applicable to the minority
interest, Nelnes interest was credited through retained earnimdjset extent of losses previously charged to rethgarnings. For purposes
reporting on the Company, these changes are refléctadditional paid-in capital, as retained ezgsaiare those of NELN. During 2002,
Infovisa was sold to F&M and the minority interésts was recaptured through additional paid-inteapt the date of sale.

(m) Accounting for Derivatives and Hedging Activits

Effective January 1, 2001, the Company adbffeAS No. 133 Accounting for Derivative Instruments and Hedghwivities, as
amended by SFAS No. 138¢counting for Certain Derivative Instruments anertain Hedging Activities, an Amendment of FASBeBtant
No. 133. These statements establish accounting and regatandards for derivative instruments and hedgaiiyities, as defined, including
certain derivative instruments embedded in othetreats, and requires that an entity recognizdeilvatives as either assets and liabilities in
the balance sheet and measure them at fair vaheetair
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value of the Company’s derivative instruments iedained based on the quoted market prices for eoafybe instruments, if available, or a
valuation model that calculates the present vafuexpected future cash flows. Subsequent changaslarivative’s fair value are recognized
currently in earnings unless specific hedge acéogrriteria are met.

The Company has entered into certain dexigatistruments such as interest rate swaps, capbaamis swaps as part of managing its
interest rate risk. Interest rate swaps are usesadbange fixed and floating rate interest paynobligations while caps are used to protect the
Companys income statement from unfavorable movementstarést rates while allowing benefit from favoratilevements. Basis swaps
used to convert variable-rate debt from one interde index to another to match the interestchtracteristics of the assets. The Company
uses basis swaps to change the index of the LIB&#bdebt, to better match the cash flows of tndesit loan assets.

All derivative instruments that qualify fgpecific hedge accounting pursuant to SFAS No. 433mended, are recorded at fair value and
classified either as a hedge of the fair value fcmgnized asset or liability (“fair value” hedge)as a hedge of the variability of cash flows
to be received or paid to a recognized asset bititinor a forecasted transaction (“cash flow” lgedl All relationships between hedging
instruments and hedged items are formally docundeitteluding the risk management objective andeagrafor undertaking various hedge
transactions. This process includes linking alldgive instruments that are designated as hedgggecific assets and liabilities on the
balance sheet.

Changes in the fair value of a derivativarumment that is highly effective and designated &air value hedge and the offsetting changes
in the fair value of the hedged item are recordetthé income statement. Changes in the fair val@ederivative instrument that is highly
effective and designated as a cash flow hedgesamgnized in other comprehensive income until chariig the cash flows of the hedged i
are recognized. The Company performs an assessoetat inception of the hedge and on a quarteahis thereafter, to determine whether
these derivative instruments are highly effectiveffsetting changes in the value of the hedgedsteAny change in fair value resulting from
hedge ineffectiveness is immediately recorded éniicome statement.

The Company'’s derivative instruments do neetrthe criteria for hedge accounting pursuantfaSNo. 133.

(n) Impairment of Lon¢-lived Asset:

Long-lived assets, such as furniture andggent and purchased intangibles subject to amé&dizaare reviewed for impairment
whenever events or changes in circumstances irdibat the carrying amount of an asset may notbeverable. Recoverability of assets to
be held and used is measured by a comparison ehtinging amount of an asset to estimated undigeduiuture cash flows expected to be
generated by the asset. If the carrying amounh@fszet exceeds its estimated future cash flowispairment charge is recognized by the
amount by which the carrying amount of the asseteds the fair value of the asset. There were paimments of long-lived assets in the
nine months ended September 30, 2003 or in 20@R,,20 2000.

(o) Student Loan Incomt

The Company recognizes student loan income usm@threst method, net of premium amortization eequitalized direct origination ai
acquisition costs. Loan income is recognized baseithe expected yield of the loan after giving eff® borrower utilization of incentives for
timely payment (“borrower benefits”) and other vieldjustments. The effect of the borrower benefitstudent loan yield are based on the
historical payment behavior of borrowers who argilelle for the incentives. The interest is paidtbg Department of Education or the
borrower, depending on the status of the loanatithe of the
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accrual. In addition, the Department of Educatiakes quarterly interest subsidy payments on cegiaafified FFELP loans until the student
is required under the provisions of the Act to begpayment. Repayment of FFELP loans normallyrsegithin six months after completi

of the loan holders course of study, leaving sclooaeasing to carry at least one-half the normikitime academic load as determined by the
educational institution. Repayment of PLUS loanswadly begins within 60 days from the date of laksbursement, and repayment of SLS
loans begins within one month after completionairse study, leaving school or ceasing to carigast the normal full-time academic load
as determined by the educational institution. Repayt on private loans typically begins six monthitofving a borrower’s graduation from a
qualified institution and the interest is eitheidply the borrower or capitalized annually or ggagment.

The Department of Education provides a spedisvance to lenders participating in the FFEbgmam. The special allowance is accrued
using the interest method based upon the averégestablished in the auction of @ek Treasury Bills in the previous quarter relatio the
yield of the student loan. Under certain circumsé) the special allowance is reduced by approgiynane-half for loans which were
originated or purchased from funds obtained frosnasice of tax-exempt obligations, depending uperissuance date of the obligation.

Premiums and capitalized direct originatiod acquisition costs are amortized over the estichiwes of the related loans in accordance
with SFAS No. 91Accounting for NorRefundable Fees and Costs Associated with Origigair Acquiring Loans and Initial Direct Costs
LeasesThe Company periodically evaluates the assumptises to estimate the life of the loans. The Compdsy pays an annual 105 b
point rebate fee on consolidation loans. The amatitin and fees are netted against student loamac

(p) Loan Servicing Income

Loan servicing fees are determined according teexgents with customers and are calculated basttkeatollar value or number of loa
serviced for each customer. Fees are accrued msceas income on a monthly basis. As of Septembe2@®3 and December 31, 2002 and
2001, the Company serviced $18.3 billion, $17.8dsi| and $17.0 billion, respectively, of loanscluding approximately $8.7 billion,
$7.5 billion, and $6.7 billion of Company-owned hsaand $568 million, $720 million, and $834 mitliof loans serviced for UB&T.

(9) Income Tax Expense

Income taxes are accounted for under thd assiability method. Deferred income tax assetd liabilities are recognized for the future
tax consequences attributable to temporary differetetween the consolidated financial statementing amounts of existing assets and
liabilities and their respective income tax babBisferred income tax assets and liabilities are omealsusing enacted tax rates expected to
apply to taxable income in the years in which thieseporary differences are expected to be recowvarsditled.

(r) Earnings Per Share

The basic earnings per common share (ER®nigputed by dividing net income by the weightedrage number of common shares
outstanding for the periods presented. The weightedage number of shares used in the nine montexleSeptember 30, 2003 and 2002
and for the years ended December 31, 2002, 2002@0@, adjusted to reflect the recapitalizatioemnefd to in note 20, were 45,019,823,
44,971,290, 44,971,290, 44,331,490, and 41,187 y23p¢ectively. Nelnet had no common stock equitaland no potentially dilutive
common shares during the periods presented.
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(s) Comprehensive Incom

The Company has no sources of other compsareeimcome. Therefore, comprehensive income ctmnsidely of net income.

(t) Use of Estimate

The preparation of the consolidated financial stetets in conformity with accounting principles geaily accepted in the United States
America requires management to make a number iofigsts and assumptions that affect the reportediata@f assets and liabilities,
reported amounts of revenues and expenses, anddisbksures. Actual results could differ from skcestimates. The most significant
estimates made by management relate to the adeqtittey program reimbursement reserve and allow&rdean losses.

(u) Reclassificatior
Certain amounts have been reclassified tfoconto the 2003 consolidated financial statemeasgntation.

(4) Restricted Investments — Held by Trustee

NELF and MELMAC's restricted investments amdd by a trustee in various accounts subject éorestrictions and consist of guaranteed
investment contracts, commercial banking depoaitd,repurchase agreements, which are classifibdldg¢o-maturity. The carrying value of

these investments approximates fair value at SemeB0, 2003 and December 31, 2002 and 2001. Tingraavalue of these investments
contractual maturity is shown below:

December 31,

September 30,
2003 2002 2001
(unaudited)
(dollars in thousands)
Over 1 year through 5 yee $ 4,317 2,70¢ 5,33¢
After 5 years through 10 yee 27,12t 20,72¢ 15,79¢
After 10 years 158,62: 149,90: 100,47.
$190,06:¢ 173,33¢ 121,60t
I I L]
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(5) Student Loans Receivable and Concentration ofr€dit Risk

Student loans receivable at September 3@ 268 December 31, 2002 and 2001 consisted obtlosving:

December 31,

September 30,
2003 2002 2001
(unaudited)
(dollars in thousands)

FFELP loans $ 9,983,87! 8,496,761  7,372,96:
Privately-insured private loan 30,23 23,10¢ 24,23
Selfinsured private loar 61,54( 51,55: 36,91«
10,075,64 8,571,421  7,434,11.
Less allowance for loan los-FFELP loan: 10,97« 9,97( 9,37¢
Less allowance for loan los«-Private loan: 4,75( 2,03( 864
$10,059,92 8,559,421  7,423,87.
| ] ]

FFELP allowance as a percentage of ending balaeEELP
loans 0.11% 0.12% 0.13%

Private allowance as a percentage of ending baleingevate
loans 5.18% 2.72% 1.41%
Total allowance as a percentage of ending balahtetad loan: 0.16% 0.14% 0.14%

FFELP loans may be made under the FFELP anodpy certain lenders as defined by the Act. Theees, including related accrued
interest, are guaranteed at their maximum levehjigrd under the Act by an authorized guaranty egevhich has a contract of reinsurance
with the Department of Education. The terms ofltd@ns, which vary on an individual basis, generpligvide for repayment in monthly
installments of principal and interest over a paidd up to 20 years. Interest rates on loans mdixbd or variable, will vary based on the
average of the 91-day U.S. Treasury bill rate, amdently range from 3.0% to 13.0% (the weightegrage rate was 4.5%, 5.3%, and 6.7'
September 30, 2003 and December 31, 2002 and 2epg&ndent upon type, terms of loan agreementsjatedof origination. For FFELP
loans, the Student Lending Subsidiaries have eiate trust agreements in which unrelated findriaistitutions serve as the eligible lender
trustees. As eligible lender trustees, the findnogitutions act as the eligible lender in acgrcertain eligible student loans as an
accommodation to the subsidiaries, which hold beizfinterests in the student loan assets asé¢hefiriaries of such trusts.

Substantially all FFELP loan principal anthted accrued interest is guaranteed as defineddogict. These guarantees are made subject
to the performance of certain loan servicing proces stipulated by applicable regulations. If thedse diligence procedures are not met,
affected student loans may not be covered by theamtees should the borrower default. The Compadyita Student Lending Subsidiaries
retain and enforce recourse provisions againsiceas/and lenders under certain circumstances. Student loans are subject to “cure”
procedures and reinstatement of the guarantee ged@in circumstances. Also, in accordance wighStudent Loan Reform Act of 1993,
student loans disbursed prior to October 1, 1983 ly insured, and loans disbursed subseque@ttober 1, 1993 are insured up to 98% of
their principal amount and accrued interest.

Student loans receivable also include a heaéinterest in private loans. The private loamtfolio consists of privately-insured and self-
insured loans. The terms of the private loans, Whkiry on an individual basis, generally providerigpayment in monthly installments of
principal and interest over a
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period of up to 20 years. Interest rates on thedoaill vary based on the average of the 91-dayduey bill or the prime rate. The private
loans primarily represent student borrowers inntteglical, dental, or physical sciences fields ofigtrhe self-insured private loans are not
covered by guarantees or collateral should theoha@r default. The privately-insured private loarsiasured by various third parties for
between 90% and 100% of principal and interest.

The Company has provided for an allowancddan losses related to the private loans and FH&&RS. The provision is based upon
historical default rates for such loans. Activitythe allowance for loan losses for the nine moetided September 30, 2003 and 2002 an
years ended December 31, 2002, 2001, and 2000venshelow:

September 30, December 31,

2003 2002 2002 2001 2000

(unaudited)
(dollars in thousands)

Beginning balanc $12,00( 10,24; 10,24: 3,61« 4,12z
Transfer from acquisition — — — 4,86¢ —
Provision for loan losse 8,87¢ 3,31¢ 5,581 3,92¢ 1,37C
Loans charged off, net of recover (5,157 (2,189 (3,829 (2,169 (1,879
Ending balanci $15,72¢ 11,37¢ 12,00 10,24 3,614

| I I I |

(6) Guaranty and Insurance Agencies

At September 30, 2003 and December 31, 2062801, Nebraska Student Loan Program, Inc., diStedent Aid Funds, Inc.,
Pennsylvania Higher Education Assistance Authofglifornia Student Aid Commission, New York Statigher Education Services
Corporation, Tennessee Student Assistance Corpordtiorida Department of Education Office of Stad€inancial Assistance, and the
Finance Authority of Maine were the primary guacaistof the student loans beneficially owned byShedent Lending Subsidiaries.
Management periodically reviews the financial cdiodi of its guarantors and does not believe thelle¥concentration creates an unusual or
unanticipated credit risk. In addition, manageniiteves that based on the Higher Education Amenthref 1992, the security for and
payment of any of the Student Lending Subsidiagdéigations would not be materially adversely efifel as a result of legislative action or
other failure to perform on its obligations on ffet of any guaranty agency. The Student Lendirzs8liaries, however, offer no absolute
assurances to that effect.

NHELP-II and NELnet Private-1 also have astu loan indemnification agreement with a priviagurer, under which a portion of the
private loans are insured. The agreement indensrifidELP-I1 and NELnet Private-1 for 90% of lossesuirred resulting from borrower
default. Upon default, all rights of recovery avbgated to a private insurer. As of Septembe803 and December 31, 2002 and 2001, a
private insurer insured 33%, 31%, and 18%, respalgti of the private loans owned by NHELP-II and Mgt Private-1.
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(7) Intangible Assets

Intangible assets at September 30, 2003 awember 31, 2002 and 2001 consist of the following:

December 31,

Useful September 30,
Life 2003 2002 2001
(unaudited)
(in
months) (dollars in thousands)
Lender relationship and loan origination rightst(@eaccumulated amortization
$8,584, $5,655 and $2,182, respectivi 36 $ 2,321 4,76 8,23¢
Loan servicing contracts (net of accumulated arpation of $43,612, $41,824
and $29,337, respectivel 30-36 — 1,78¢ 14,27*
Servicing systems software and other intellectuaperty (net of accumulated
amortization of $11,518, $6,253 and $0, respeat)\ 36 9,54: 14,80" —
Goodwill, nonamortizabl 2,551 2,551 —
$14,41¢ 23,90¢ 22,51
I I I

The Company recorded amortization of $10.0oni $18.5 million, $22.2 million, $18.8 millioand $12.7 million for the nine months
ended September 30, 2003 and 2002 and for the grdesi December 31, 2002, 2001 and 2000, resplgctiee Company will continue to
amortize intangible assets over their remaininduldi®es and will record amortization of $2.8 nidlh, $8.3 million and $0.8 million in the
fourth quarter of 2003, and in 2004 and 2005, retbypely.

(8) Furniture, Equipment and Leasehold Improvements

Furniture, equipment and leasehold improveamanSeptember 30, 2003 and December 31, 2002@01dconsist of the following:

December 31,

Useful September 30,
Life 2003 2002 2001
(unaudited)
(dollars in thousands)
Computer equipment and softwi 3-7 year: $33,53¢ 33,15¢ 26,91
Office furniture and equipme 3-10 year 13,28¢ 9,73¢ 7,121
Leasehold improvemen 1-7 year: 4,94: 4,507 3,21¢
51,76 47,40 37,247
Accumulated depreciation and amortizat 36,47: 34,49. 27,92«
$15,28¢ 12,91( 9,32:
| | |

Depreciation and amortization expense fomine months ended September 30, 2003 and 200fatitk years ended December 31,
2002, 2001, and 2000 related to furniture, equigraed leasehold improvements was $7.1 million, $5ilflon, $10.1 million, $8.0 million,
and $4.3 million, respectively.

(9) Bonds and Notes Payable

The Student Lending Subsidiaries periodicaséye bonds, commercial paper, short-term variab&tion rate notes, taxable student loan
asset-backed notes, and other credit facilitigsamce the acquisition of student loans or tonagfice existing debt. Most of the bonds and
notes payable are primarily secured by the stuldemnt receivable, related accrued interest, artidogpmounts on deposit in the accounts
established under the respective bond resolutiofinancing agreements. The student
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loan interest margin (SLIMS) notes are securechbyrights to residual cash flows from certain Malgarate bonds and notes and fixed rate
notes. Certain variable-rate bonds and notes aed fiate bonds of $1.2 billion, $1.0 billion, ar883 million at September 30, 2003 and
December 31, 2002 and 2001, respectively, are sddwy financial guaranty insurance policies issoe®unicipal Bond Investors Assurar
Corporation (MBIA) and Ambac Assurance CorporatiGertain variable-rate bonds and notes of $144anilh 2001 were also secured by
irrevocable letters of credit provided by Studeaah Marketing Association (SLMA). Effective Janu@y2002, the SLMA irrevocable lette
of credit were replaced with financial guarantyuraice policies issued by MBIA. Effective NovemB6r 2002, SLMA was replaced as the
liquidity provider with Lloyd’s Bank on $143 millio of variable-rate bonds.

The following table summarizes outstandingdsand notes payable at September 30, 2003 arefribec 31, 2002 and 2001 by type of

instrument:

September 30, 2003 (unaudited)

Carrying Interest rate
amount range Final maturity
(dollars in thousands)
Commercial paper and oth $ 1,555,24.  1.34%- 1.72% 09/02/04- 09/25/2:
Variable-rate bonds and not 8,268,80: 0.79%- 1.90% 07/01/05- 07/01/4:
Fixec-rate note: 677,60( 5.50%- 5.76% 09/01/05- 07/01/1:
Fixec-rate bond: 195,89¢ 5.88%- 6.60% 05/01/05- 06/01/2¢
SLIMS, fixed rates 117,51 5.69%- 6.68% 09/14/12- 07/02/2(
Other secured borrowing 77,28¢  1.30%- 6.00% 01/10/05- 11/01/0¢
$10,892,34
|
December 31, 2002
Carrying Interest rate
amount range Final maturity
(dollars in thousands)
Commercial paper and oth $1,388,57 1.36%- 1.64% 05/01/03- 12/15/0¢
Variable-rate bonds and not: 6,870,14i 1.40%- 2.77% 07/01/05- 10/01/3¢
Fixec-rate note: 786,70( 5.48%- 5.76% 08/01/05- 07/01/1:
Fixec-rate bond: 201,95( 5.65%- 6.90% 11/01/03- 06/01/2¢
SLIMS, fixed rates 134,23. 5.69%- 6.68% 09/14/12- 07/02/2(
Other secured borrowing 66,07«  1.60%- 6.00% 01/10/03- 11/01/0¢
$9,447,68:
|
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December 31, 2001

Carrying Interest rate
amount range Final maturity

(dollars in thousands)

Commercial paper and oth $1,200,80! 1.80%- 2.76% 05/01/03- 05/01/0°
Variable-rate bonds and not 5,428,73"  1.44%- 4.22% 07/01/05- 10/01/3¢
Fixec-rate note: 855,000 5.48%- 5.76% 08/01/05- 07/01/1:
Fixec-rate bond: 227,87  5.25%- 6.90% 11/01/03- 06/01/2¢
SLIMS, fixed rates 149,78{ 5.69%- 6.68% 09/04/12- 07/02/2(
Other secured borrowing 64,16( 3.52%- 6.00% 06/30/02- 11/01/0¢

$7,926,36.

|

Variable-rate bonds are long-term bonds witbrest rate reset dates ranging from weekly moi-e@nually and from time to time based
upon auction rates and national indices.

The Company has a $30 million line of crédin an unrelated bank. As of September 30, 20@33etember 31, 2002, $30 million was
outstanding under this line of credit. This linesrgibsequently paid down in its entirety on Octdhe2003. The line of credit bears interes
the prime rate (4.00% at September 30, 2003 arddl @& December 31, 2002) and now matures Janu@fy. Aiterest is payable quarterly or
monthly depending on the term of the borrowing.

The Company entered into a commercial pajaaement program with an unrelated bank on Septe2He2003. The program allows for
issuance up to $35 million. Additionally, this ulated bank coordinated a $35 million line of crediith three other unrelated banks. There
was no amount outstanding on the line at SepteBMe2003.

In May 2002 and October 2002, NELNET SLF eonmated debt offerings of student loan asset-backéss of $1.0 billion and
$1.2 billion, respectively. In connection with tieedebt offerings, the Company entered into agre&smneith certain investment banks
pursuant to which the Company will pay the invesitienks a fee equal in the aggregate to 0.0199&0¥5% per annum of the principal
balance of the May 2002 and October 2002 notepentively. These fees are for credit enhancemerttsetnotes whereby the investment
banks will provide liquidity advances to the Compamthe instance of disintermediation in the sgrbatween student loan interest rates and
the notes’ interest rates as defined in the agreermbe total amount paid by the Company underetleggeements was approximately
$191,000 and $42,000 during the nine months endeteBber 30, 2003 and 2002 and $72,000 duringeghegnded December 31, 2002.

Bonds and notes outstanding at Septembe2(8IR are due in varying amounts as follows (dollathousands):

(unaudited)
2004 $ 440,70:
2005 220,97¢
2006 127,96!
2007 230,87
2008 86,07(
2009 and thereaftt 9,785,75!
$10,892,34
. |
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Generally, bonds bearing interest at varia#les can be redeemed on any interest paymenatpae plus accrued interest. Subject to
conversion provisions, all bonds and notes areestiltp redemption prior to maturity at the optidrcertain Student Lending Subsidiaries
without a prepayment penalty. These provisionaiidelprice, conditions precedent, and limitations.

A Student Lending Subsidiary has irrevocasgrowed funds to make the remaining principaliatetest payments on previously issued
bonds and notes. Accordingly, neither these obbgatnor the escrowed funds are included on therapanying consolidated balance sheets.
At September 30, 2003 and December 31, 2002 antl, $20..8 million, $20.6 million, and $19.2 milliorespectively, of defeased debt
remained outstanding.

The Student Lending Subsidiaries have unasetimitments under the various commercial papemareéhouse agreements of
$671 million, $416 million, and $869 million at Sember 30, 2003 and December 31, 2002 and 20Qdgctdgely. At September 30, 2003
and December 31, 2002 and 2001, certain Studertih@rSubsidiaries had various short-term borrovaggeements with a maximum
aggregate stated amount of $2.1 billion, $1.9dgilland $2.1 billion, respectively.

Certain bond resolutions contain, among other requénts, covenants relating to restrictions ontadil indebtedness, limits as to dir
and indirect administrative expenses, and maimgioertain financial ratios. Management believesGbmpany is in compliance with all
covenants of the bond indentures and related cagdéements.

(10) Program Reimbursement Reserve

For the nine months ended September 30, 8062002 and the years ended December 31, 2002, @080 2000, a provision for losses
on program reimbursements of $1.5 million, $1.3ionl $1.6 million, $1.2 million, and $800,000, pestively, was recognized, which is
included in other expenses in the accompanyingatiaded statements of income. Other liabilitieshia accompanying consolidated balance
sheets include $7.3 million, $6.1 million, and $BBlion as an allowance for program reimbursemeantSeptember 30, 2003 and
December 31, 2002 and 2001, respectively.

(11) Income Taxes

Income tax expense for the nine months eddgdember 30, 2003 and 2002 and the years endenfribec 31, 2002, 2001, and 2000
consists of the following components:

Nine months ended Year ended
September 30, December 31,
2003 2002 2002 2001 2000

(unaudited)
(dollars in thousands)

Current:
Federal $18,95: 31,99: 33,20+ 15,44( 6,43¢
State 1,64: 2,85( 2,95( 1,30¢ 48€
20,59¢ 34,84: 36,15 16,74: 6,92F
Deferred:
Federal (6,32)) (7,005 (7,717 (10,445 (4,459
State (98€) (70€) (75¢) (91¢) (259

(7,307 (7,719 (8,475  (11,36) (4,719

$13,28¢ 27,131 27,67¢ 5,38( 2,21
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The actual income tax expense differs from“#ixpected” income tax expense, computed by applihe 35% federal statutory corporate
tax rate to income before income tax expense fnthe months ended September 30, 2003 and 200 aryeéars ended December 31, 2
2001, and 2000 as shown below:

Nine months ended

September 30, Year ended December 31,
2003 2002 2002 2001 2000
(unaudited)
(dollars in thousands)
“Expecte’” income tax expens $10,48: 26,17¢ 26,544 459/ 2,357
Increase (decrease) resulting frc
State tax, net of federal income ben 643 1,41¢ 1,42t 25C 317
Non-cash compensation exper 1,80¢ — — — —
Other, ne 35E (461) (290 53€ (461)
$13,28¢ 27,13 27,67¢ 5,38C  2,21:
| | | | |
Effective tax rate 44 4% 36.2% 36.5% 41.(% 32.9%
| | | | |

The Company’s deferred income tax assetdiabifities which are included in other assets fiSeptember 30, 2003 and December 31,
2002 and 2001 consisted of the following:

December 31,
September 30,
2003 2002 2001

(unaudited)
(dollars in thousands)
Deferred tax liabilities

Loan origination service $ 4,161 1,86¢ 1,35¢
Intangible assel — 2,20¢ 6,84¢
Other 40¢ 69¢€ 1,06t
Deferred tax liabilities 4,567 4,76¢ 9,27:
Deferred tax asset

Student loan 10,32: 6,11¢ 4,35¢
Accrued expenses not currently deduct 1,64¢ 1,007 701
Partnership incom 64¢ 1,23¢ 1,26¢
Basis in swap contrac 1,711 214 1,09¢
Intangible assel 1,02 — —
Securitization transactic 1,47¢ 1,057 45¢€
Unearned revent 1,107 941 1,11z
Fixed asset 59¢ 40C 93t
Other — 452 84
Deferred tax asse 18,53( 11,42« 10,00¢
Net deferred income tax as: $13,96: 6,65¢ 732

[ | [ | [ |

No valuation allowance was considered necggeathe deferred tax assets at September 3@ 268 December 31, 2002 and 2001.
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(12) Fair Value of Financial Instruments

The following table summarizes the fair valadé the Company’s financial instruments at Sepem39, 2003 and December 31, 2002 and
2001:

September 30, 2003 December 31, 2002 December 3INR
Fair Carrying Fair Carrying Fair Carrying
value value value value value value

(unaudited)
(dollars in thousands)
Financial asset:

Cash and cash equivalel $  34,65( $  34,65( $ 40,15¢ $ 40,15¢ $ 36,44( $ 36,44(
Restricted cash -due to loar

program customel 40,71 40,711 132,37! 132,37! 65,79: 65,79:
Restricted cash — held by

trustee 509,24: 509,24: 570,70 570,70 213,65¢ 213,65¢
Accrued interest receivab 207,51! 207,51! 177,01! 177,01! 180,63 180,63
Student loans receivak 10,214,97. 10,059,922 8,659,61. 8,559,42I 7,527,000 7,423,87.
Restricted investments —

held by truste: 190,06: 190,06: 173,33¢ 173,33¢ 121,60t 121,60t
Derivative instrument 86¢ 86¢ — — — —

Financial liabilities:

Bonds and notes payalt 10,944,91 10,892,34 9,471,71 9,447,68. 8,044,11! 7,926,36.
Accrued interest payab 18,88¢ 18,88¢ 20,251 20,251 21,14 21,14
Due to loan program

customer: 40,71 40,711 132,37! 132,37! 65,79: 65,79:
Derivative instrument — — — — 2,962 2,962

(@) Cash and Cash Equivalents, Restricted Cash 4elo Loan Program Customers, Restricted Cash —dHeY Trustee, Accrued
Interest Receivable/ Payable, and Due to Loan PramgrCustomer:

The carrying amount approximates fair value tb the variable-rate of interest and/or the tsimaturities of these instruments.
(b) Student Loans Receivab

The fair value of student loans receivable is estéd at amounts recently paid by the Company toiexq similar portfolio of loans in tl
market.

(c) Restricted Investment— Held by Trustee

Due to the characteristics of the investmehtsxe is no available or active market for thigpes of financial instruments. These
investments are guaranteed and are purchaseddawhned at par value, which equals their cost.
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(d) Bonds and Notes Payab

The fair value of the bonds and notes payshb@sed on market prices for securities thatgssssimilar credit risk and interest rate risk.

(e) Derivative Financial Instruments

The fair value of the interest rate swap agrents, interest rate cap contract and the basig agreements, obtained from market quotes
from independent security brokers, was the estichateount that would have been paid to terminatedbpective agreements.

(f)  Limitations

The fair value of a financial instrumenthe tcurrent amount that would be exchanged betwdéngaparties, other than in a forced
liquidation. Fair value is best determined baseshuguoted market prices. However, in many instartese are no quoted market prices for
the Company’s various financial instruments. Inesashere quoted market prices are not availakleydtues are based on estimates using
present value or other valuation techniques. Thed®iques are significantly affected by the asgionp used, including the discount rate
and estimates of future cash flows. Accordinglg, fhir value estimates may not be realized in anegtiate settlement of the instrument.
SFAS No. 107Disclosures About Fair Value of Financial Instrunterexcludes certain financial instruments and all financial instrument
from its disclosure requirements. The fair valuinestes, methods, and assumptions are set forteabo

(13) Derivative Financial Instruments

During August 2003 and July 2001, the Compamigred into two interest rate swap agreementsmwational amounts of $1 billion and
$500 million, respectively. Under the terms of #ygeements, the Company received payments basedanable interest rate tied to the 30-
day LIBOR and made payments based on fixed intea¢ss of 1.18% and 3.06%, respectively. This gearent allows the Company to lock
the related debt interest rate at the respectkeglfinterest rate. These interest rate swaps dmeet the criteria to qualify for hedge
accounting pursuant to SFAS No. 133. Consequethityeffects of the adjustment of the derivativarimeents to fair value, based on the
current interest rate environment, has been, alidevitinue to be until the respective maturityefatincluded in the statements of income.
The fair value adjustment resulted in an unreallped being included in the derivative market vadgistment in other income, in the
amounts of approximately $311,000, $579,000, $3®dhd $3.0 million for the nine months ended Saptr 30, 2003 and 2002 and for the
years ended December 31, 2002 and 2001, respgcfives interest rate swap agreement entered intalin2001 expired in June 2002. T
interest rate swap agreement entered into in AUZQBRB expires in July 2004.

During August 2003, the Company entered fhtee basis swap agreements with notional amodii$SG® million, $1 billion and
$500 million with maturities in August 2004, 2005da2006, respectively. The basis swap agreemeaotsder for the Company to pay a
floating interest rate based on the U.S. Treasillnnkerest rate of the variable-rate student l@asets hedged and receive a floating interest
rate based on the 30-day LIBOR interest rate of/thi@ble-rate debt hedged. This arrangement altbev€Company to limit the interest rate
sensitivity of the interest rate spread betweerh#figed assets and liabilities. The basis swap®tmeet the criteria for hedge accounting
pursuant to SFAS No. 133. Consequently, the effgfctise adjustment of the derivative instrumentfatovalue, based on the current interest
rate environment, has been and will continue tarité the respective maturity dates, included ia statement of income. The fair value
adjustment resulted in an unrealized loss beinlydex in the derivative market value adjustmertthrer income in the amount of
approximately $3.0 million for the nine months ed@&eptember 30, 2003.
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During August 2003, the Company purchased$6omillion, an interest rate cap contract withadional amount of $500 million. The
interest rate cap contract will limit the relativéerest rates on a portion of the Company’s véeialate by capping the 30-day LIBOR interest
rate at 1.50%. The cap contract matures in Augd@5b2The interest rate cap contract cost is anextt@er the term of the contract. The
interest rate contract does not meet the criteridédge accounting pursuant to SFAS No. 133. Curestly, the effects of the adjustment of
the derivative instrument to fair value, basedlmdurrent interest rate environment, has beeméhdontinue to be until the maturity date,
included in the statement of income. The fair vadgistment resulted in an unrealized loss beiolyded in the derivative market value
adjustment in other income in the amount of appnately $1.4 million for the nine months ended Seyiter 30, 2003.

(14) Employee Benefit Plans
(a) 401(K) Plans

NELN has a 401(k) savings plan which coveitssgantially all of their employees. Employees roagtribute up to 100% of their pre-tax
salary, subject to IRS limitations. The Company enedntributions to the plan of approximately $1iiam, $887,000, $1.4 million,
$518,000, and $537,000 in the nine months endeté®dyer 30, 2003 and 2002 and the years ended Dec&hp2002, 2001, and 2000,
respectively. UB&T serves as the trustee for tempNMS had a separate 401(k) savings plan in 200IS made contributions to the plan of
approximately $154,000 and $100,000 for 2001 arg2fespectively. GuaranTec also had a separai@)€dvings plan in 2001. Guaran
made contributions to the plan of approximately,$68 for the period July 1, 2001 to December 3D12&ffective January 1, 2002,
employees participating in the NMS and GuaranTaogpbecame eligible to participate in the NELN 4D p(an.

EFS maintained two retirement plans whichered substantially all employees. The first wa®&K) savings plan and the second was a
defined contribution pension plan, which is an ewgpk stock ownership plan (ESOP). Upon acquisliioNELN, the ESOP sold its shares
to NELN and distribution of the cash occurred if20EFS made contributions to the plan of approtefye$122,000 and $208,000 for the
nine months ended September 30, 2002 and the ydadd@ecember 31, 2002, respectively. EffectivalApr2002, employees participating
in the EFS 401(k) savings plan became eligibleattigipate in the NELN 401(k) plan.

(b) Book Value Stock Plan

In March 2003, the Company issued 331,808eshaf Class A common stock at a formula price d@sebook value to employees of the
Company. Each new shareholder was required toasgiackholder agreement which restricts the sakgament, pledge or otherwise
transfer of any interest in any of the shares aflstvithout obtaining the prior written consenttloé holders of an aggregate of more than
percent of the Class A shareholders. The Compasyheaoption to redeem the outstanding stock irettemt of termination of employment,
divorce, or change in control at the formula ptesed on book value at the redemption date.

The Company accounted for the stock issubgapplying the provisions of EITF 88-Bpok Value Stock Plans in an Initial Public
Offering (EITF 88-6). Because the stockholders agreemematighrovide any mechanism that converted the vadke stock to market value
stock upon completion of an initial public offerifig?O), the Company accounted for the transactiobamk value stock that remains book
value stock. The book value stock issued in MafbB2wvas presumed to have been issued in contemplaitihe IPO and, thus, is subject to
variable-plan (SAR) accounting for actual changethé book value of those shares from the datssof@ince in accordance with the
provisions of EITF 88-6.
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The stock appreciation between the date of issuandeSeptember 30, 2003 related to the sharedigsidarch 2003 was not material to the
financial statements.

Upon the consummation of the IPO, the stolddrs agreement will be terminated in accordandk am agreement entered into by all
shareholders in August 2003. As a result, in tlvel tuarter of 2003 the Company recognized a cosgigon charge of $5.2 million equal to
the difference between the estimated initial pubffering price (estimated fair value) of that nienbf shares and the total price paid by the
employees.

(15) Commitments

The Student Lending Subsidiaries acquiral#égoans on a regular basis from lending institug as part of their normal business
operations. At September 30, 2003 and Decembe2@®I2 and 2001, NELN was committed to purchase {262 million, $227 million and
$277 million, respectively, in student loans atrent market rates upon the sellers’ request unaieows agreements through September 30,
2004. At September 30, 2003 and December 31, 2002@01, EFS was committed to purchase up to $8ilién, $39.2 million, and
$57.7 million, respectively, in student loans atrent market rates under various agreements thatweautomatically.

At September 30, 2003 and December 31, 26682801, MELMAC had commitments to extend creditdducational loans of
$4.5 million, $26.5 million, and $29.8 million, g@sctively. Commitments to extend credit are agrees® lend to a borrower as long as
there is no violation of any condition establislrethe commitment agreement. Commitments genehalle fixed expiration dates or other
termination clauses. MELMAC uses the same credities in making commitments as it does for makstgdent loans. If these commitme
are exercised, the resulting loans will be sulj@the guarantee of the Finance Authority of Maine reinsured by the Department of
Education.

The Company is committed under noncancelajpégating leases for office and warehouse spacegmigment. Total rental expense
incurred by the Company in the nine months endgde®gber 30, 2003 and 2002 and the years ended Dec&th, 2002, 2001, and 2000 \
$4.7 million, $5.1 million, $6.9 million, $3.2 midn, and $3.0 million, respectively. Minimum futurentals under noncancelable operating
leases are shown below (dollars in thousands):

2003 $ 4,141
2004 3,81:
2005 2,72
2006 2,10¢
2007 1,25¢
2008 and thereaftt 57¢
$14,61¢

[ |

The Company has shareholder agreements hdthdlders of the vast majority of its common stddkese shareholder agreements restrict
the transfer of common stock through sale, pledgeyumbrance or other transfer by the sharehold#rout the written consent of the hold:
of a majority of the pre-recapitalization commoocst The Company has an option to redeem all arégm of a shareholder’s interest in the
event that, among other things, the shareholdesese® be an officer, director or employee of tbenGany. The purchase price, if the
Company elects to exercise its redemption opt®ihe book value of the shares being redeemedsHdreholder agreements will terminate
upon the consummation of the Company’s initial pubffering in accordance with an agreement enterexlby all shareholders in August
2003.
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(16) Related Parties

Income earned by Nelnet from loan servicingvjuled to a related bank in the nine months erg@kgatember 30, 2003 and 2002 and the
years ended December 31, 2002, 2001, and 2000 3vasrHllion, $4.8 million, $5.5 million, $4.7 mibin and $3.2 million, respectively. ,
September 30, 2003 and December 31, 2002 and 2060dunts receivable includes approximately $678,8801,000, and $382,000,
respectively, from this bank for loan servicing.

The Company incurs a consulting managementadiieservices provided by an entity that is a mtgestockholder of the Company. The
Company incurred management fee expenses of $1i8mand $1.4 million for the nine months endeg®enber 30, 2003 and 2002,
respectively and $1.75 million, $1.8 million and%illion for the years ended December 31, 200B12 and 2000, respectively. This
agreement terminated in 2003.

The Company participates in the Short-Termefal Investment Trust (STFIT) of the Student Ldamst Division of a related bank which
is included in cash and cash equivalents heldefeted party on the accompanying consolidatednoalaheets. The Company’s participation
in the STFIT had similar terms and investment ygedd those prevailing for other nonaffiliated costos.

In 2001, the Company entered into an agreéemigin 5280 Solutions, Inc. (5280), an entity 50%n@d by NELN, to provide certain
software development and technology support sesvidaring the nine months ended September 30, 2662002 and the years ended
December 31, 2002 and 2001, the Company incurrettai programming expenses of $3.3 million, $5ilfion, $7.0 million, and
$11.8 million, respectively, for these services S&ptember 30, 2003 and December 31, 2002 and $6028,000, $1.1 million, and
$1.6 million, respectively, was payable to 5280 mnidcluded in other liabilities in the accompamyiconsolidated balance sheets.

In March 2002, the Company acquired a 50%ré#t in FirstMark Services LLC (FirstMark). Firsilk agreed to provide subcontracting
servicing functions on the Company’s behalf witbpect to private loan servicing. During the ninenthe ended September 30, 2003 and
2002 and the year ended December 31, 2002, the &onpaid FirstMark fees of approximately $4.5 roiflj $2.5 million and $4.6 million,
respectively. FirstMark owed the Company $710,000 $700,000 at September 30, 2003 and Decemb@082, respectively.

During the nine months ended September 30, 2002608 and the years ended December 31, 2002, 26612000, the Student Lendi
Subsidiaries purchased student loans of $595 mjl$827 million, $378 million, $666 million, and $6 million, respectively, from a related
bank. The purchases from this bank were made arsteimilar to those made with unrelated entitiagifily the nine months ended
September 30, 2003 and 2002 and the years endeghriDec 31, 2002 and 2001, this bank reimbursed timep@ny for approximately
$805,000, $587,000, $519,000 and $1.1 million,eespely, for student loan marketing services, dadng the year ended December 31,
2000, the Company reimbursed the bank $2.6 mifiorsuch services. During 2001 and 2000, the Compiso incurred $750,000 and
$2.7 million for software advisory, consulting seps and management fees provided by this bank.

The Company had a $30 million unsecureddineredit to provide operating funds from an a#fiéd company. The line of credit renewed
automatically for one-year terms. The Company o$2@ million of principal and $56,000 of accrueceist under the line of credit at
December 31, 2001. There was no amount outstamdibgcember 31, 2002. The line of credit was teateid in 2003.

In August 2001, the Company provided a guaeof liabilities of a bank affiliated with the @pany through certain common
shareholders and a director in the amount of $1@omi The Company is paid a fee for this indentdfion. The Company does not believe it
is probable that the
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Company will be required to make payments on tterantee. Thus, no liability has been accrued foss related to the Company’s
obligation under this guarantee arrangement.

During the nine months ended September 303 20id 2002 and the year ended December 31, 2@0Z,dmpany paid UFS Securities
$1.4 million, $782,000, and $1.4 million, respeeti for services related to financings. All payrteewere made before the acquisition of
UFS Securities. These payments have been recosd#eba issuance costs and are included in othetsaissthe accompanying consolidated
balance sheets.

During the nine months ended September 303 20id 2002 and the years ended December 31, 2002, and 2000, the Company
incurred consulting fees of $0, $1.4 million, $1ré8lion, $3 million, and $2.6 million, respectiwelfor services provided by a related party
through common ownership in connection with eligildan purchases. This agreement terminated in. ZD@3ng the nine months ended
September 30, 2003 and 2002 and the years endeghribec 31, 2002, 2001, and 2000, the Company intwaasulting fees of $1.8 million,
$1.8 million, $2.4 million, $2.3 million, and $2r8illion, respectively, for services provided byigrsficant shareholder. This agreement
terminated in 2003. During 2001 and 2000, NMS andr@nTec had a service agreement with InTuitioni€es, Inc. (Services), an entity
related through common shareholders prior to adopriswhereby Services provided certain manageraadtother operational support
services for NMS and GuaranTec. Amounts paid by Ni& GuaranTec for such services, including cedagupancy related expenses
allocated to NMS and GuaranTec, were $9.7 milliod $4.7 million in 2001 and 2000, respectively.Ddcember 31, 2001 and 2000, NMS
and GuaranTec owed Services $1.6 million and $@18 spectively, which is included in other lidigk in the accompanying consolidated
balance sheets. During 2002, Nelnet Corp. provitede operational support services.

During 2001, NELN owned $10 million in prefed stock of a majority owned subsidiary of a digant shareholder. The preferred stock
paid a 2% annual cumulative dividend and was irexduith other assets on the accompanying consolidietiathce sheet at December 31, 2
During 2002, NELN sold the preferred stock to Nékecarrying value. Nelnet transferred its owngrsh the preferred stock to Infovisa and
subsequently sold Infovisa to a significant shale¢droat carrying value, which approximated fairueal The operating results of Infovisa were
not significant to the consolidated financial stag¢sits.

(17) Recently Issued Accounting Pronouncements

(a) Early Extinguishment of Debt

In April 2002, the FASB issued SFAS No. 1R&scission of FASB Statements Nos. 4, 44 and &hdment of FASB Statement No. 13,
and Technical CorrectionsThis statement rescinds FASB Statement N&eporting Gains and Losses from ExtinguishmentatitBnd an
amendment of that statement, FASB Statement Nd=x@#hguishments of Debt Made to Satisfy SinkinggHRaquirementsThe statement
also rescinds FASB Statement No. Adcounting for Intangible Assets of Motor Carriarsd amends FASB Statement No. A8¢ounting
for Leasesto eliminate an inconsistency between the requambunting for saléeaseback transactions and the required accoufatirggrtair
lease modifications which have economic effectschvlaire similar to sale-leaseback transactions. §thiement also amends other existing
authoritative pronouncements to make various teethigorrections, clarify meanings, or describerthpplicability under changed conditions.
The provisions of SFAS No. 145 related to the s=don of FASB No. 4 are effective for fiscal yebegjinning after May 15, 2002. The
provisions of SFAS No. 145 related to FASB No. i8 effective for transactions occurring after M@y 2002. All other provisions of SFAS
No. 145 are effective for financial statements éssan or after May 15, 2002. The adoption of SFAS Ni5 did not have a material imp.
on the Company’s financial statements.
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(b) Accounting for Costs Associated with Exit or §piosal Activities

In June 2002, the FASB issued SFAS No. M6punting for Costs Associated with Exit or Disgdsctivities. SFAS No. 146 requires
that a liability for costs associated with exitdisposal activities be recognized when the liabiktincurred. Previously, generally accepted
accounting principles provided for the recognitairsuch costs at the date of management’s committoean exit plan. In addition, SFAS
No. 146 requires that the liability be measurefhatvalue and be adjusted for changes in estimedst flows. The provisions of the ni
standard are effective for exit or disposal adggsitinitiated after December 31, 2002. It is nqiepted that SFAS No. 146 will materially
affect the Company’s financial statements.

(c) Accounting for Acquisitions of Certain Financianstitutions

In October 2002, the FASB issued StatementlM@,Acquisitions of Certain Financial Institutionsvhich amends Statement No. 72,
Accounting for Certain Acquisitions of Banking ararift Institutions, Statement No. 144ccounting for Impairment or Disposal of Long-
Lived Asset, and FASB Interpretation No. 9. Except for tranigars between two or more mutual enterprises,3bééement removes
acquisitions of financial institutions from the peoof both Statement No. 72 and Interpretation®raquires that those transactions be
accounted for in accordance with FASB StatementsiMt,Business Combinationsand No. 142Goodwill and Other Intangible Assets
Thus, the requirement in paragraph 5 of Statemenf/R to recognize any excess of the fair valui@obflities assumed over the fair value of
tangible and identifiable intangible assets acgl@® an unidentifiable intangible asset of a bissim® longer applies to acquisitions within
the scope of this Statement. In addition, thiset@nt amends Statement No. 144 to include in @dpestong-term customer-relationship
intangible assets of financial institutions sucldepositor- and borrower-relationship intangiblsets and credit cardholder intangible assets.
Consequently, those intangible assets are sulgjg¢loetsame undiscounted cash flow recoverabilgyaad impairment loss recognition and
measurement provisions that Statement No. 144negjtor other long-lived assets that are held aediuWith some exceptions, the
requirements of Statement No. 147 were effectiveoliar 1, 2002. The adoption of this Statement dichiave a material impact on the
Company’s financial statements.

(d) Accounting for Stoc-Based Compensatio

In December 2002, the FASB issued SFAS N8, Adcounting for Stock-Based Compensation — Tramséia Disclosure, an
amendment to FASB Statement No. 12BAS No. 148 requires annual disclosures abeutbthod of accounting for stock-based
compensation and tabular information about thecefi€the method accounting for stock-based comgt@mson net income and earnings per
share, including pro forma amounts, in the “Sumnargignificant Accounting Policies.” On a quartebasis, SFAS No. 148 requires
prominent disclosure in tabular form of the effetthe method of stock-based compensation on wetrie and earnings per share for all
periods presented as accounted for under APB OpNm 25. This statement is effective for finanaltements for fiscal periods ending
after December 15, 2002. The disclosures requiye8HAS No. 148 will be made to the extent requitedshares when issued under the
employee share purchase plan.

(e) Accounting for Guarantees

In November 2002, the FASB issued FASB Imetation (FIN) No. 45Guarantor’'s Accounting and Disclosure Requireméats
Guarantees, Including Indirect Guarantees of In@élbiess of OthersFIN No. 45 identifies characteristics of certgimrantee contracts and
requires that a liability be recognized at fairueaht the inception of such guarantees for thegyatiins undertaken by the guarantor.
Additional disclosures also are prescribed foraiarguarantee contracts. The initial recognition
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and initial measurement provisions of FIN No. 4& effective for these guarantees issued or modifet December 31, 2002. The
disclosure requirements of FIN No. 45 were effexfor the Company at December 31, 2002. Discloseqgaired by FIN No. 45 are included
in the financial statements. The guarantees didetptire a liability to be recognized under FIN 8. The adoption of FIN No. 45 did not
have a material effect on the financial statements.

(f) Consolidation of Variable Interest Entitie

In January 2003, the FASB issued FIN No.@@nsolidation of Variable Interest Entitie§IN No. 46 clarifies the application of
Accounting Research Bulletin No. 5@pnsolidated Financial Statement® certain entities in which equity investorsrdit have the
characteristics of a controlling financial interesdo not have sufficient equity at risk for theigy to finance its activities without additional
subordinated financial support from other partfgariable interest entities”). Variable interestiéas (VIES) are required to be consolidated
by their primary beneficiaries. The primary benigiig of a VIE is the party that absorbs a majoofyhe entity’s expected losses, receives a
majority of its expected residual returns, or batha result of holding variable interests. FIN M@ also requires new disclosures about VIEs.
The implementation date has been deferred untieBer 31, 2003 for calendar year companies. Onb@ctdl, 2003, the FASB issued an
exposure draft of a proposed interpretation modgyinterpretation No. 46. The proposed clarificasi@nd modifications would apply to
periods ending after December 31, 2003. The Comgarg not believe that FIN No. 46 will have a matezffect on its financial statements.

(g) Statement of Financial Accounting Standards ND49 — Amendment of Statement 133 on Derivativettoments and Hedging
Activities

This Statement amends and clarifies finaradabunting and reporting for derivative instrunseimicluding certain derivative instruments
embedded in other contracts (collectively refeteds derivatives) and for hedging activities url&EB Statement No. 133ccounting for
Derivative Instruments and Hedging Activit. This Statement is effective for contracts enténéal or modified after June 30, 2003, excef
stated below and for hedging relationships desaghafter June 30, 2003. In addition, except asdta¢low, all provisions of this Statement
should be applied prospectively. The provisionthaf Statement that relate to Statement 133 Imphéatien Issues that have been effective
for fiscal quarters that began prior to June 1893€hould continue to be applied in accordance thigr respective effective dates. In
addition, paragraphs 7(a) and 23(a) of StatemeBirbplementation Issues, which relate to forwartchases or sales of when-issued
securities or other securities that do not yettextwould be applied to both existing contracts e contracts entered into after June 30,
2003. The adoption of FAS No. 149 did not havegaificant impact on its financial statements.

(h) Accounting for Certain Financial Instruments wh Characteristics of both Liabilities and Equity

In May 2003, the FASB issued SFAS No. 1&€;ounting for Certain Financial Instruments with&acteristics of both Liabilities and
Equity. SFAS No. 150 establishes standards for how anrissassifies and measures certain financial inseémtsiwith characteristics of both
liabilities and equity. It requires that an issakassify a financial instrument that is within #isope as a liability (or an asset in some
circumstances). SFAS No. 150 is effective for ficiahinstruments entered into or modified after My 2003, and otherwise is effective at
the beginning of the first interim period beginnigiger June 15, 2003. The Company adopted the atdroeh July 1, 2003. The adoption of
SFAS No. 150 did not have a significant impacttsrfinancial statements.
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(18) Condensed Parent Company Financial Statements

The following represents the condensed balaheets as of December 31, 2002 and 2001 andresedistatements of income and cash
flows for each of the years in the three-year geended December 31, 2002 for Nelnet, Inc. (forynedinet Loan Services, Inc.).

The Company is limited in the amount of futlast can be transferred to it by its subsidiafiresugh intercompany loans, advances, or
cash dividends. These limitations relate to th&ict®ns by trust indentures under the Studentdimg Subsidiaries debt financing
arrangements. The amounts of cash and investnesitgcted in the respective reserve accounts obthdent Lending Subsidiaries are shu
on the consolidated balance sheets as restricgtdazal investments.

Balance Sheets
(Parent Company Only)
December 31, 2002 and 2001

2002 2001

(dollars in thousands)

Assets
Cash $ 1,13d 86%
Restricted cas— due to loan program custom 132,37! 65,79:
Investment in subsidiarie 71,064 28,11
Accounts receivable and other (net of allowancedfmrbtful
accounts of $115 in 2002 and $121 in 2C 20,15: 11,41
Due from subsidiaries and affiliat 12,11( 5,46¢
Income taxes receivab 12,23¢ 14,53¢
Capitalized software, ni 1,12 55¢€
Deferred income taxe 3,20¢ —
Intangible asset, ni 80t 9,211
Fixed assets, ni — 5,261
Other asset — 2,06(
Total asset $254,20¢ 143,27:
| |
Liabilities and Shareholders’ Equity
Liabilities:
Accounts payable and accrued expel $ 7,55¢ 8,77¢
Program reimbursement resel 5,15¢ 3,15(
Due to loan program custome 132,37! 65,79:
Deferred income taxe — 1,17¢
Other liabilities — 1,18¢
Total liabilities 145,08 80,08t
Shareholder equity:
Common stock
Class A 30¢ 30¢
Class B 14C 14C
Additional paic-in capital 52,71« 52,71«
Retained earning 55,95¢ 10,02:
Total shareholde’ equity 109,12: 63,18¢
Total liabilities and sharehold¢ equity $254,20¢ 143,27:
| |
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Statements of Income
(Parent Company Only)
Years Ended December 31, 2002, 2001 and 2000

2002 2001 2000

(dollars in thousands)

Revenues
Loan servicing $113,47 83,35 81,20"
Other operating 4,71z 4,17( 4,124
118,18¢ 87,52: 85,33:

Expenses
Salaries and benefi 38,69: 43,38 49,93!
Other operating 71,16 52,947 38,11:
109,85: 96,32¢ 88,04:
Net operating income (los 8,33¢ (8,807%) (2,717
Nonoperating income, interest incol 1,51¢ 2,121 3,807

Income (loss) before income tax expense, preaduigarnings

and equity in earnings in subsidiar 9,851 (6,68¢) 1,09¢
Income tax expense (benel 3,45( (2,777 (1549)

Income (loss) before deducting preacquisition egymiand equity
earnings in subsidiarie 6,401 (3,909 1,25(C

Preacquisition earnings, net of taxes of $1, — (1,779
Income (loss) before equity in earnings in subsies 6,401 (3,909 (52%)
Equity in earnings of subsidiari 42,137 11,05¢ 3,62(
Net income $ 48,53¢ 7,147 3,09t
| | |
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Statements of Cash Flows
(Parent Company Only)
Years Ended December 31, 2002, 2001 and 2000

2002 2001 2000

(dollars in thousands)
Cash flows from operating activitie
Net income $ 48,53¢ 7,145 3,09¢
Adjustments to reconcile net income to net caskigea by
operating activities

Depreciation and amortizatic 10,63¢ 17,97: 13,68:
Deferred income tax bene (3,279 (5,71%) (4,217)
Provision for losses on program reimbursem 1,50z 60C 44C
Net (gain) loss on disposal of fixed ass — (239 2
Equity in earnings of subsidiaries and equity mdtimvestmen (42,14¢) (11,05%) (3,729
Decrease (increase) in accounts receivable and, otbt (6,569 (22¢) 1,92
Decrease (increase) in due from subsidiaries dildhts (8,719 2,36: (4,957
Decrease in other ass 2,69¢ 421 382
Decrease (increase) in income taxes receiv 2,30z (10,770) (5,585
Increase (decrease) in accounts payable and acexpetse (2,369 2,731 1,03:
Increase (decrease) in deferred reve — (295) 11¢€
Decrease in other liabilitie (2,427 (654) (379

Net cash provided by operating activit 17¢ 2,28 1,82¢

Cash flows from investing activitie
Acquisition of InTuition, Inc. assets and liab#ifi, less cash

acquired (1,776 — _
Cash received from sale of fixed assets to Neloep&ration
(subsequently renamed Nelnet Corporate Services, 5,81¢ — —
Cash received on sale of Infovisa to an affiliatethpany 6,051 — —
Purchase of preferred stock of affili (20,000 — —
Purchases of fixed asst — (4,009 (4,009
Proceeds from disposition of fixed ass — 25C —
Investment in equity method invest — 5) —
Net cash flows provided by (used in) investing\atiéis 93 (3,759 (4,007%)
Cash flows from financing activities; proceeds frmsuance of
common stocl — 2,01( —
Net increase (decrease) in cash and cash equis 272 533 (2,17%)
Cash and cash equivalents, beginning of 86E 332 2,507
Cash and cash equivalents, end of \ $ 1,137 86& 332
I L] |
Supplemental cash flow information, cash paid fimome ta» $ 6,677 13,70¢ 4,75:
I | I

(19) Segment Reporting

The Company is a vertically integrated edocatinance organization which has four operatiagreents as defined in SFAS No. 131,
Disclosures about Segments of an Enterprise anat&klnformationas follows: Asset Management, Student Loan SeyjdBuarantee
Servicing and Servicing
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Software. The Asset Management and Student Loarc8®y operating segments meet the quantitativestiolds identified in SFAS No. 131
as reportable segments and therefore the relataddial data is presented below. The GuaranteaécBanand Servicing Software operating
segments do not meet the quantitative thresholdsterefore are included as other segments thabtimeet the reportable segment criteria.
The accounting policies of the reportable segmargshe same as those described in the summaignificant accounting policies. Costs
excluded from segment net income primarily consfistnallocated corporate expenses, net of miscadlas revenues. Thus, net income of
segments includes only the costs that are diretttiputable to the operations of the individuajreent.

The Asset Management segment includes th&isitgn, management and ownership of the student bhssets. Revenues are primarily
generated from net interest income on the stuadam hssets. The Company generates student lods tisseigh direct origination or through
acquisition of the loans from branding and forwpuichase relationships. The student loan assetsefitén a series of education lending
subsidiaries designed specifically for this purpose

The Student Loan Servicing segment provideste servicing of our own and third parties’ tntlloan portfolios. The servicing
activities include application processing, borrowpdates, payment processing, claim processinglaedliligence procedures. These
activities are performed internally for our own tholio in addition to generating fee revenue whenfprmed for third-party clients.

Substantially all of the Company’s revenuesearned from customers in the United States argingle customer accounts for a
significant amount of any reportable segment’s nerés. Inter-segment revenues are charged by a aetpranother segment that provides
the product or service. The amount of inter-segmevegnue is based on comparable fees charged maheet.

Segment data is as follows:

Asset Student Loan Total
Management Servicing Other Segments
Nine months ended September 30, 2003
(unaudited)
(dollars in thousands)
Net interest incom $ 138,22: 651 7 138,88(
Other income 2 61,56 23,31¢ 84,88:
Intersegment revenu — 47,10¢ 1,53¢ 48,64:
Total revenue 138,22 109,31 24,86¢ 272,40!
Provision for loan losse 8,87¢ — — 8,87t
Depreciation and amortizatic 1,61( 80¢€ 5,34¢ 7,764
Income tax expens 6,37¢ 10,25¢ 91¢€ 17,54%
Net income 34,16: 10,87¢ 1,64¢ 46,68:
Total assets (at period er 11,018,56 106,37: 27,02¢ 11,151,97
| | | |
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Nine months ended September 30, 2002

Net interest incom
Other income
Intersegment revenu

Total revenue

Provision for loan losse
Depreciation and amortizatic
Income tax expense (benel
Net income (loss

Year ended December 31, 2002

Net interest incom
Other income
Intersegment revenu

Total revenue

Provision for loan losse
Depreciation and amortizatic
Income tax expense (benel
Net income (loss

Total assets (at period er

Year ended December 31, 2001

Net interest incom
Other income
Intersegment revenur

Total revenue

Provision for loan losse
Depreciation and amortizatic
Income tax expense (benel
Net income (loss

Total assets (at period er
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Asset Student Loan Total
Management Servicing Other Segments
(unaudited)

(dollars in thousands)
$155,07: 1,03¢ 36 156,14!

91 62,46 17,29( 79,84¢
o 40,39 1,071 41,46¢
155,16 103,89¢ 18,39’ 277,45¢
3,31¢ — — 3,31¢
1,60¢ 11,281 4,65( 17,54(
25,61( 2,53¢ (927) 27,217
55,71 6,73 (2,837 59,61t
| | | |
Asset Student Loan Total
Management Servicing Other Segments
(dollars in thousands)
$ 190,66 1,427 42 192,13t
1,72¢ 83,86¢ 24,40¢ 109,99¢
— 55,21 1,55: 56,77(
192,39 140,51( 26,00¢ 358,90!
5,581 — — 5,581
2,14¢ 12,31 6,47: 20,93
24,98¢ 3,092 (2,52¢) 25,55¢
63,90¢ 9,12¢ (5,479 67,55¢
9,552,69! 192,92: 29,21 9,774,83.
| | | |
Asset Student Loan Total
Management Servicing Other Segments
(dollars in thousands)
$ 117,80¢ 2,36¢ — 120,17
92¢€ 88,37¢ 8,77( 98,07¢
— 29,94¢ — 29,94¢
118,73! 120,69: 8,77( 248,19°
3,92¢ — — 3,92¢
2,14¢ 19,85¢ 132 22,13:
14,75 (942 224 14,03:
29,83 (3,367) 99¢ 27,46¢
7,913,09! 127,28: 5,76¢€ 8,046,14!
| | | |
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Asset Student Loan Total
Management Servicing Other Segments

Year ended December 31, 2000

(dollars in thousands)

Net interest incom $63,77¢ 3,14 — 66,92(

Other income 1,55¢ 67,97: — 69,53:

Intersegment revenu — 19,35¢ — 19,35¢

Total revenue 65,33 90,47: — 155,81(

Provision for loan losse 1,37( — — 1,37(

Depreciation and amortizatic — 15,47( — 15,47(

Income tax expense (benel 4,30¢ (510 — 3,79¢

Net income (loss 7,767 (479 — 7,28¢

| | | |

Nine months ended
September 30, Year ended December 31,
Reconciliation to the consolidated 2003 2002 2002 2001 2000
financial statements is as follows:
(unaudited)
(dollars in thousands)

Total segment revenu $272,40! 277,45¢ 358,90! 248,19 155,81(
Elimination of intersegment revenu (48,647) (41,469 (56,770 (29,949 (19,359
Corporate revenues, r (1,47¢) 15,62 14,57: (2,799 2,84¢
Derivative market value adjustme (4,632) (579 (579 (2,967) —
Total consolidated revenu $217,65: 251,03! 316,12¢ 212,48t 139,29¢
| | | | |
Total net income of segmer $ 46,68: 59,61t 67,55¢ 27,46¢ 7,28¢
Corporate expenses, r (29,91)) (11,767) (29,020 (20,319 (2,76%)
Total consolidated net incon $ 16,77 47,85 48,53¢ 7,14 4,52(
| | | | |

As of December 31,
As of September 30,

2003 2002 2001

(unaudited)

(dollars in thousands)

Total segment asse $11,151,97 9,774,83. 8,046,14:
Elimination of intercompany asse (17,809 (96,727 (40,319
Assets of other operating activiti 18,82¢ 88,47¢ 128,72t
Total consolidated asse $11,152,99 9,766,58. 8,134,56!
.| | |

Net corporate revenues and expenses inclindbeé above table relate to activities that areralated to the four identified operating
segments. The net corporate revenues include meastearnings and non-recurring revenue for margetervices. The net corporate
expenses include expenses for marketing, capitédetsaand other unallocated support services. Ehearporate revenues and expenses are
not associated with an ongoing business activiyedimed by SFAS No. 131 and, therefore, have rehlincluded within the operating
segments.

The derivative market value adjustment isah@nge in the fair value of the Company’s derixatnstruments, as the Company’s
derivative instruments do not qualify for hedgeaoting, as discussed in note 13 of the notesneaaated financial statements. These
derivative instruments are not included in
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the Company’s operating segments as they are lad¢deto specific segment assets or liabilitiessesehrisk management agreements are part
of corporate activities.

The assets held at the corporate level a@raantified with any of the operating segmentscéwingly, these assets are included in the
reconciliation of segment assets to total assétssd assets consist primarily of cash, investmérésl assets, income tax receivables and
other deferred assets.

(20) Subsequent Event — Recapitalization

Effective August 14, 2003, the shareholdéthe Company approved amended and restated art€iecorporation. The amended and
restated articles of incorporation effected a raafipation of the Company whereby each share a€IA voting common stock, and each
share of Class B non-voting common stock held hy pwincipal shareholders and a related entity Rtiecipal Shareholders), was converted
into 210 shares of new Class B common stock, aod slaare of Class B nonvoting common stock (othan these owners by the Principal
Shareholders) was converted into 210 shares ofGlass A common stock. Also, effective with the cersion of the Class B shares to Class
A, certain former Class B shareholders converted tiew Class B shares into new Class A sharesnéheClass B common stock has ten
votes per share, and the new Class A common st&xkihe vote per share. Each Class B share is diimeet any time at the holder’s option
into one Class A share. With the exception of tbiéng rights and the conversion feature, the Chaasd Class B shares are identical in te
of other rights, including dividend and liquidatidghts. The Company’s shareholdegguity has been restated to reflect the new cagtibek
structure for all periods presented.

The Company is in the process of preparinggister shares of its Class A common stock irptitdic markets. The costs associated with
the initial public offering are capitalized and Mde deducted from the proceeds upon the salessudmce of the shares of Class A common
stock. In the event this offering is not consummdat®sts incurred will be charged to expense. At&aber 30, 2003, other assets included
$1.2 million of costs associated with the initiabfic offering.
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ANNEX A
THE FEDERAL FAMILY EDUCATION LOAN PROGRAM
The Federal Family Education Loan Program

The Higher Education Act provides for a paogrof direct federal insurance for student loanwelsas reinsurance of student loans
guaranteed or insured by state agencies or pmateprofit corporations.

The Higher Education Act currently authorizestain student loans to be covered under therkeBamily Education Loan Program. The
1998 Amendments to the Higher Education Act extdrttle authorization for the FFEL Program throught8mber 30, 2004. Congress has
extended similar authorization dates in prior varsiof the Higher Education Act. However, the coirieuthorization dates may not again be
extended and the other provisions of the HighercBtan Act may not be continued in their presentifo

Generally, a student is eligible for loansd@ander the FFEL Program only if he or she:
« has been accepted for enrollment or is enrollegbird standing at an eligible institution of higleiucation;

« is carrying or planning to carry at least one-tiaé¢f normal full-time workload for the course ofdyuhe student is pursuing as
determined by the institutiol

* has agreed to promptly notify the holder of thenlofany address change; and
» meets the applicable “needs” requirements.

Eligible institutions include higher educaid institutions and vocational schools that conwity specific federal regulations. Each loan
is to be evidenced by an unsecured note.

The Higher Education Act also establishesimar interest rates for each of the various tygdeans. These rates vary not only among
loan types, but also within loan types dependingnuphen the loan was made or when the borrowerdbained a loan under the FFEL
Program. The Higher Education Act allows lessezsaif interest to be charged.

Regulations authorize the DOE to limit, sugper terminate lenders’ participation in the FABlogram, as well as to impose civil
penalties, if lenders violate certain program ragahs. The regulations also authorize the DOEjodise penalties on the servicer and/or
limit, suspend or terminate the servicer’s eligiito contract to service FFELP loans if the segvifails to meet standards of financial
responsibility or administrative capability includln the regulations or violates certain other FPEEquirements. The DOE conducts
frequent on-site audits of our loan servicing atiig. Guaranty agencies conduct similar audita oegular basis. In addition, we engage
independent third parties to conduct compliancéres, as required by the DOE, with respect to aum student loan portfolio and the
portfolios of our third-party servicing clients.

Types of Loans
Four types of loans are currently availabidar the FFEL Program:
« Stafford loans,
» Unsubsidized Stafford loans,
* PLUS loans, and

» Consolidation loans.

These loan types vary as to eligibility requirensemiterest rates, repayment periods, loan linmtbeligibility for interest subsidies and
special allowance payments. Some of these loars tygee had other names in the past. Referenchede various loan types include, where
appropriate, their predecessors.
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The primary loan under the FFEL Program is theigligesd Stafford loan. Students who are not eligfblesubsidized Stafford loans ba:
on their economic circumstances may be able tambtasubsidized Stafford loans. Parents of studeyatg be able to obtain PLUS loans.
Consolidation loans are available to borrowers witlsting loans made under the FFEL Program aner ddderal programs to consolidate
repayment of the borrower’s existing loans. Prioddly 1, 1994, the FFEL Program also offered Si#h¢ to graduate and professional
students and independent undergraduate studentarohel certain circumstances, dependent undergiadtudents, to supplement their
Stafford loans.

Subsidized Stafford Loans

General.Subsidized Stafford loans are eligible for reinsgeaunder the Higher Education Act if the eligisfedent to whom the loan is
made has been accepted or is enrolled in goodistaatian eligible institution of higher educatienvocational school and is carrying at le
one-half the normal full-time workload at that ingtion. Subsidized Stafford loans have limits @a$hte maximum amount which may be
borrowed for an academic year and in the aggrdgateoth undergraduate and graduate/ professidndysBoth aggregate limitations
exclude loans made under the SLS and PLUS progfEmesSecretary of Education has discretion to réisse limits to accommodate
students undertaking specialized training requigrgeptionally high costs of education.

Subsidized Stafford loans are generally nadge to student borrowers who meet the needs pestsded in the Higher Education Act.
Provisions addressing the implementation of needfysis and the relationship between unmet neefirfancing and the availability of
subsidized Stafford loan funding have been theesilgjf frequent and extensive amendment in recegtsy Further amendment to such
provisions may materially affect the availabilityQubsidized Stafford loan funding to borrowersha availability of subsidized Stafford
loans for secondary market acquisition.

Interest rates for subsidized Stafford loaRsr a Stafford loan made prior to July 1, 1994,applicable interest rate for a borrower who,
on the date the promissory note was signed, dithare¢ an outstanding balance on a previous FFELR lo

(1) is 7% per annum for a loan covering a periothsfruction beginning before January 1,1981;

(2) is 9% per annum for a loan covering a periothsfruction beginning on or before January 1, 198t before September 13,
1983;

(3) is 8% per annum for a loan covering a periothsfruction beginning on or after September 1831 ®ut before July 1, 1988;

(4) is 8% per annum for the period from the disbarent of the loan to the date which is four ye#ter ghe loan enters repayment,
for a loan made prior to October 1, 1992, covedamgriod of instruction beginning on or after Jujy1988, and thereafter shall be
adjusted annually, and for any 12-month period cemeing on a July 1 shall be equal to the bond edgmi rate of 9day U.S. Treasur
bills auctioned at the final auction prior to thegeding June 1, plus 3.25% per annum (but natdeexl 10% per annum);

(5) for a loan made on or after October 1, 1992 $leaadjusted annually, and for any 12-month pedommencing on a July 1 shall
be equal to the bond equivalent rate ofd@y-U.S. Treasury bills auctioned at the final aurcprior to the preceding June 1, plus 3.1%
annum (but not to exceed 9% per annt

For a Stafford loan made prior to July 1,4,9®e applicable interest rate for a borrower wdrothe date the promissory note evidencing
the loan was signed, had an outstanding balaneeppavious loan made insured or guaranteed unddfREL Program:

(1) for a loan made prior to July 23, 1992 is thplicable interest rate on the previous loan ahéf previous loan is not a Stafford
loan, 8% per annum ¢
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(2) for a loan made on or before July 23, 1992Idfehdjusted annually, and for any twelve monthooecommencing on a July 1
shall be equal to the bond equivalent rate of 91d&. Treasury bills auctioned at the final auttior to the preceding June 1, plus
3.1% per annum but not to exce

* 7% per annum in the case of a Stafford loan madebtmrrower who has a loan described in clausd (i

« 8% per annum in the case of:

— a Stafford loan made to a borrower who has a ttesmeribed in clause (3) above,

— a Stafford loan which has not been in repaymentdur years and which was made to a borrower hdma loan described in
clause (4) above

— a Stafford loan for which the first disbursememais made prior to December 20, 1993 to a borrovierse previous loans do not
include a Stafford loan or an unsubsidized Staffoeah;

* 9% per annum in the case of a Stafford loan ma@edtorrower who has a loan described in clausesr(&) above or a Stafford loan
for which the first disbursement was made on arditecember 20, 1993 to a borrower whose previmaiss do not include a Stafford
loan or an unsubsidized Stafford loan;

« 10% per annum in the case of a Stafford loan whahbeen in repayment for four years or more aridhwhas made to a borrower
who has a loan described in clause (4) ab

The interest rate on all Stafford loans maer after July 1, 1994 but prior to July 1, 1988&jardless of whether the borrower is a new
borrower or a repeat borrower, is the rate desdribelause (7) above, except that the interestshall not exceed 8.25% per annum. For any
Stafford loan made on or after July 1, 1995, therast rate is further reduced prior to the timreldan enters repayment and during any
deferment periods. During deferment periods, thméda described in clause (7) above is appliedepixthat 2.5% is substituted for 3.1%,
and the rate shall not exceed 8.25% per annum.

For Stafford loans made on or after July998Lbut before July 1, 2006, the applicable interg@e shall be adjusted annually, and for any
twelve month period commencing on a July 1 shakdpeal to the bond equivalent rate of 91-day Ur8a3ury hills auctioned at the final
auction prior to the proceeding June 1, plus 1. &¥#amnum prior to the time the loan enters repaymed during any deferment periods, and
2.3% per annum during repayment, but not to ex8=28P6 per annum.

For loans the first disbursement of whicmiade on or after July 1, 2006, the applicable @gterate will be 6.8%. There can be no
assurance that the interest rate provisions faethaeans will not be further amended.

Unsubsidized Stafford Loans

General.Unsubsidized Stafford loans were created by Cosgre$992 for students who do not qualify for sdid Stafford loans due
to parental and/or student income and assets esexaf permitted amounts. These students areeghtitlborrow the difference between the
Stafford loan maximum and their subsidized Staffeligibility. The general requirements for unsuliméd Stafford loans are essentially the
same as those for subsidized Stafford loans. Tieedist rate, the annual loan limits and the spadiavance payment provisions of the
unsubsidized Stafford loans are the same as tredszdd Stafford loans. However, the terms of theubsidized Stafford loans differ
materially from subsidized Stafford loans in tHs federal government will not make interest supp@yments and the loan limitations are
determined without respect to the expected fanalyticbution. The borrower will be required to eithpay interest from the time the loan is
disbursed or capitalize the interest until repayniegins. Unsubsidized Stafford loans were notlalka before October 1, 1992. A student
meeting the
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general eligibility requirements for a loan undee £FEL Program is eligible for an unsubsidizedfStd loan without regard to need.

Interest rates for unsubsidized Stafford lodgsubsidized Stafford loans are subject to the dateeest rate provisions as subsidized
Stafford loans.

PLUS Loans

General PLUS loans are made only to borrowers who are p&igd, under certain circumstances, spouses @frriem parents, of
dependent undergraduate students. For PLUS loads oraor after July 1, 1993, the parent borrowestmot have an adverse credit history
as determined pursuant to criteria establishedéyepartment of Education. The basic provisiommiegble to PLUS loans are similar to
those of subsidized Stafford loans with respetihédinvolvement of guaranty agencies and the Sargref Education in providing federal
reinsurance on the loans. However, PLUS loansrdiffgificantly from subsidized Stafford loans, ti@rlarly because federal interest sub:
payments are not available under the PLUS loanrpm@nd special allowance payments are more restric

Interest rates for PLUS loan$he applicable interest rate depends upon theadassuance of the loan and the period of enrolinfien
which the loan is to apply. The applicable interas¢ on a PLUS loan:

« made on or after January 1, 1981, but before Octbh#981, is 9% per annum;
* made on or after October 1, 1981, but before Nowsib1982, is 14% per annum,;
* made on or after November 1, 1982, but before Jul987, is 12% per annum;

« made on or after July 1, 1987, but before Octoh&®®2 shall be adjusted annually, and for any d2#imperiod beginning on July 1
shall be equal to the bond equivalent rate of 52ké.S. Treasury bills auctioned at the final aucfprior to the preceding June 1, plus
3.25% per annum (but not to exceed 12% per anr

* made on or after October 1, 1992, but before Jul9®94, shall be adjusted annually, and for anynb2th period beginning on July 1
shall be equal to the bond equivalent rate of 52kné.S. Treasury bills auctioned at the final auttprior to the preceding June 1, plus
3.1% per annum (but not to exceed 10% per ann

* made on or after July 1, 1994, but before July9B8l is the same as that for a loan made on ar@ftmber 1, 1992, but before July 1,
1994, except that such rate shall not exceed 9% nparm;

* made on or after July 1, 1998, but before July0D&? shall be adjusted annually, and for any 12tmperiod beginning on July 1 shall
be equal to the bond equivalent rate of 91-day Ur&asury bills auctioned at the final auction ptmthe preceding June 1, plus 3.1%
per annum (but not to exceed 9% per annum

« the first disbursement of which is made on or aftdy 1, 2006 will be 7.9%.

For any 12-month period beginning on Jul2d01 or any succeeding year, the weekly averageat-gonstant maturity Treasury yield, as
published by the Board of Governors of the Fed@eslerve System, for the last calendar week betaie 3une 26, will be substituted for the
52-week Treasury bill as the index for interese redlculations.

SLS loans

General SLS loans were limited to graduate or professishadents, independent undergraduate students,eqethdent undergraduate
students, if the students’ parents were unabldtaim a PLUS loan and were also unable to providestudentséxpected family contributiol
Except for dependent undergraduate students, #iligifor SLS loans was determined without regascheed. SLS loans are
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similar to subsidized Stafford loans with respedthie involvement of guaranty agencies and theeSagr of Education in providing federal
reinsurance on the loans. However, SLS loans diffgrificantly from subsidized Stafford loans, partarly because federal interest subsidy
payments are not available under the SLS loan prognd special allowance payments are more restrict

Interest rates for SLS loanbhe applicable interest rates on SLS loans maae friOctober 1, 1992 are identical to the applieatterest
rates on PLUS loans made at the same time. Foll&irS made on or after October 1, 1992, the apggédaterest rate is the same as the
applicable interest rate on PLUS loans, excepttti@teiling is 11% per annum instead of 10% peuean

Consolidation Loans

General.The Higher Education Act authorizes a program umdgch certain borrowers may consolidate their masistudent loans into a
single loan insured and reinsured on a basis gittalaubsidized Stafford loans. Consolidation loar@y be obtained in an amount sufficient
to pay outstanding principal, unpaid interest aid tharges on federally insured or reinsured studans incurred under the FFEL Program,
excluding PLUS loans made to “parent borrowersiécted by the borrower, as well as loans made puitsio the Perkins (formally National
Direct Student Loan) and Health Professional Stutean Programs. To be eligible for a consolidatimen, a borrower must:

« have outstanding indebtedness on student loans omalde the FFEL Program and/or certain other fédgwdent loan programs, and
« be in repayment status or in a grace period, or
« be a defaulted borrower who has made arrangemenépay any defaulted loan satisfactory to the évotd the defaulted loan.

If requested by the borrower, an eligibledenmay consolidate SLS or PLUS loans of the saonetwer held by the lender under a single
repayment schedule. The repayment period for eadhded loan shall be based on the commencemeapafment of the most recent loan.
The consolidated loan shall bear interest at agatl to the weighted average of the rates ointtladed loans. Such a consolidation shall
be treated as the making of a new loan. In addiibthe request of the borrower, a lender mayaefie an existing fixed rate SLS or PLUS
loan, including an SLS or PLUS loan held by a défé lender who has refused to refinance the laba,variable interest rate. In this case,
proceeds of the new loan are used to dischargerifi@al loan.

A married couple who agree to be jointly lebn a consolidation loan, for which the applioatis received on or after January 1, 1993,
may be treated as an individual for purposes ddialitg a consolidation loan. For consolidation disbursed prior to July 1, 1994 the
borrower was required to have outstanding student indebtedness of at least $7,500. Prior todbetéon of the Higher Education
Technical Amendments Act of 1993, PLUS loans cautlbe included in the consolidation loan. For adidation loans for which the
applications were received prior to January 1, 1883 minimum student loan indebtedness was $5600¢he borrower could not be
delinquent more than 90 days in the payment of suadbtedness. For applications received on or aéteuary 1, 1993, borrowers may add
additional loans to a consolidation loan during 1Be-day period following the origination of thensmlidation loan.

Interest rates for consolidation loan&.consolidation loan made prior to July 1, 1994rkeaterest at a rate equal to the weighted average
of the interest rates on the loans retired, rouriddede nearest whole percent, but not less thap&&nnum. Except as described in the next
sentence, a consolidation loan made on or aftgrl]ul994 bears interest at a rate equal to thghted average of the interest rates on the
loans retired, rounded upward to the nearest wheleent, but with no minimum rate. For a consolatatoan for which the application is
received by an eligible lender on or after Novenit#r1997 and before October 1, 1998, the inteagstshall be adjusted annually, and for
any twelve-month period commencing on a July lldleequal to the bond equivalent rate of 91-d&y. Oreasury bills auctioned at the final
auction prior to the preceding June 1, plus 3.1%@peum, but not to exceed 8.25%
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per annum. Notwithstanding these general inteedssr the portion, if any, of a consolidation |dlaat repaid a loan made under title VII,
Sections 700-721 of the Public Health Services Astamended, has a different variable interest 8ateh portion is adjusted on July 1 of
each year, but is the sum of the average of thélRBtes auctioned for the quarter ending on ttezeding June 30, plus 3.0%, without any
cap on the interest rate. Consolidation loans neader after October 1, 1998 and before July 1, 20llibear interest at a per annum rate
equal to the lesser of 8.25% or the weighted aweddghe interest rates on the loans being coret@lt rounded to the nearest higher 1/8 of
1%. Consolidation loans for which the applicatieméceived on or after July 1, 2006, will bearriest also at a rate per annum equal to the
lesser of 8.25% or the weighted average of theestgates on the loans being consolidated, routa#te nearest higher 1/8 of 1%. For a
discussion of required payments that reduce therren consolidation loans, see “Fees — Rebate dre€onsolidation Loans” in this
Appendix.

Maximum Loan Amounts

Each type of loan is subject to limits on thaximum principal amount, both with respect taweg year and in the aggregate.
Consolidation loans are limited only by the amoningligible loans to be consolidated. All of theuhs are limited to the difference between
the cost of attendance and the other aid avaitallee student. Stafford loans are also subjelitits based upon needs analysis. Additional
limits are described below.

Loan limits for Stafford and unsubsidized Staffimahs.Stafford and unsubsidized Stafford loans are gdlgdraated as one loan type for
loan limit purposes. A student who has not succdlgstompleted the first year of a program of urgtaduate education may borrow up to
$2,625 in an academic year. A student who has sefidly completed the first year, but who has naicessfully completed the second year
may borrow up to $3,500 per academic year. An w@rdeluate student who has successfully completefirthend second year, but who has
not successfully completed the remainder of a pnogof undergraduate education, may borrow up t60kbper academic year. For students
enrolled in programs of less than an academic ipeangth, the limits are generally reduced in ntien to the amount by which the
programs are less than one year in length. A gtadwgprofessional student may borrow up to $8j80#h academic year. The maximum
aggregate amount of Stafford and unsubsidized@thfbans, including that portion of a consolidatioan used to repay such loans, whic
undergraduate student may have outstanding is 23Jhe maximum aggregate amount for a graduatg@enfdssional student, including
loans for undergraduate education, is $65,500.S¢wetary of Education is authorized to increasdithits applicable to graduate and
professional students who are pursuing programsiwiiie Secretary of Education determines to beptig®lly expensive.

Prior to the enactment of the Higher Educafdmendments of 1992, an undergraduate studenthationot successfully completed the
first and second year of a program of undergradedteation could borrow Stafford loans in amoumt$a$2,625 in an academic year. An
undergraduate student who had successfully contple&first and second year, but who had not sstaéscompleted the remainder of a
program of undergraduate education could borrowout,000 per academic year. The maximum for griedaiad professional students was
$7,500 per academic year. The maximum aggregatersnod Stafford loans which a borrower could hauéstanding, including that portion
of a consolidation loan used to repay such loails, $17,250. The maximum aggregate amount for aigtadr professional student,
including loans for undergraduate education, was®&D. Prior to the 1986 changes, the annual limée generally lower.

Loan limits for PLUS loandzor PLUS loans made on or after July 1, 1993, theumts of PLUS loans are limited only by the stuten
unmet need. Prior to that time PLUS loans wereexiilip limits similar to those of SLS loans appheith respect to each student on behalf of
whom the parent borrowed.

Loan limits for SLS loan#\ student who had not successfully completed ttst éind second year of a program of undergradwhiesgion
could borrow an SLS loan in an amount of up to 8@,@ student who had successfully completed tts¢ &ind second year, but who had not
successfully completed the remainder of a progriondergraduate education could borrow up to $5@90year. Graduate and
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professional students could borrow up to $10,000/par. SLS loans were subject to an aggregatermamiof $23,000 ($73,000 for graduate
and professional students). Prior to the 1992 chsngLS loans were available in amounts of $4,@0@&pademic year, up to a $20,000
aggregate maximum. Prior to the 1986 changes,dugte or professional student could borrow $3,d08L& loans per academic year, up to
a $15,000 maximum, and an independent undergradtiatent could borrow $2,500 of SLS loans per amécigear minus the amount of all
other Federal Family Education Loan Program loarsgith student for such academic year, up to thémuan amount of all FFELP loans to
that student of $12,500. In 1989, the amount of 8lafs for students enrolled in programs of leas #n academic year in length were
limited in a manner similar to the limits descritezbve under “Subsidized Federal Stafford Loans.”

Disbursement Requirements

The Higher Education Act now requires thatudlly all Stafford loans and PLUS loans be disedrby eligible lenders in at least two
separate installments. The proceeds of a loan teaai®y undergraduate first-year student borrowargtie first time under the program must
be delivered to the student no earlier than thietys after the enrollment period begins.

Repayment

Repayment periodioans made under FFEL Program, other than consaidbbans, must provide for repayment of principaperiodic
installments over a period of not less than fivemore than ten years. After the 1998 Amendmeatsjérs are required to offer extended
repayment schedules to new borrowers who accumaldgtanding loans of more than $30,000, in whickeche repayment period may
extend up to 25 years subject to certain minimupayenent amounts. A consolidation loan must be tegaiing a period agreed to by the
borrower and lender, subject to maximum repaymeribgds which vary depending upon the principal amad the borrower’s outstanding
student loans, but may not be longer than 30 y&arsconsolidation loans for which the applicatias received prior to January 1, 1993, the
repayment period could not exceed 25 years. Repatyofig@rincipal on a Stafford loan does not comngewbile a student remains a qualif
student, but generally begins upon expiration efapplicable grace period. Grace periods may beeddiy borrowers. For Stafford loans for
which the applicable rate of interest is 7% perannthe repayment period commences not more thalvéwnonths after the borrower cee
to pursue at least a half-time course of study.dtoer Stafford loans and unsubsidized Stafforddo¢he repayment period commences not
more than six months after the borrower ceasesrtgup at least a half-time course of study. Thergixth or 12 month periods are the “grace
periods.”

In the case of SLS, PLUS and consolidati@m$y the repayment period commences on the déitesbtlisbursement of the loan, except
that the borrower of an SLS loan who also has idsthloan may defer repayment of the SLS loandimcide with the commencement of
repayment of the Stafford or unsubsidized Staffoesh. During periods in which repayment of pringijgarequired, payments of principal a
interest must in general be made at a rate ofasstthan the greater of $600 per year or the stténat accrues during the year, except that a
borrower and lender may agree to a lesser rateyairae before or during the repayment period. Atwwer may agree, with concurrence of
the lender, to repay the loan in less than fiveyeath the right subsequently to extend his mimmm@payment period to five years.
Borrowers may accelerate, without penalty, the yepnt of all or any part of the loan.

Income-sensitive repayment scheduiisce 1992, lenders of consolidation loans have beguired to establish graduated or income-
sensitive repayment schedules and lenders of &dadfod SLS loans have been required to offer barsvhe option of repaying in
accordance with graduated or income-sensitive mpay schedules. A trust may implement graduatealyrepnt schedules and income-
sensitive repayment schedules. Use of income-semsépayment schedules may extend the ten-yeaimmax term for up to five years. In
addition, if the repayment schedule on a loan laatbeen converted to a variable interest rate motgsrovide for adjustments to the amount
of the monthly installment payments, the ten-yeaximum term may be extended for up to three years.
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Deferment periods\o principal repayments need be made during cepriiinds of deferment prescribed by the Higher Btlan Act. Fo
loans to a borrower who first obtained a loan whicts disbursed before July 1, 1993, defermentaaiable:

« during a period not exceeding three years whilebthreower is a member of the Armed Forces, an effic the Commissioned Corps of
the Public Health Service or, with respect to adeer who first obtained a student loan disbursedmafter July 1, 1987, or a student
loan to cover the cost of instruction for a peraanroliment beginning on or after July 1, 1987 aative duty member of the National
Oceanic and Atmospheric Administration Cor

« during a period not in excess of three years wthigeborrower is a volunteer under the Peace Cogbs A
« during a period not in excess of three years whieborrower is a full-time volunteer under the Bastic Volunteer Act of 1973;

« during a period not exceeding three years whilebthreower is in service, comparable to the serdiescribed above as a full-time
volunteer for an organization which is exempt friaxation under Section 501(c)(3) of the Cc

« during a period not exceeding two years while thedwer is serving an internship necessary to vecgiofessional recognition
required to begin professional practice or senace qualified internship or residency progr:

* during a period not exceeding three years whilethreower is temporarily totally disabled, as elthied by sworn affidavit of a
qualified physician, or while the borrower is urabd secure employment by reason of the care edjby a dependent who is so
disabled;

« during a period not to exceed twenty-four monthdevtine borrower is seeking and unable to find-file employment;

« during any period that the borrower is pursuinglatfime course of study at an eligible institutifor, with respect to a borrower who
first obtained a student loan disbursed on or ditigr 1, 1987, or a student loan to cover the obsistruction for a period of enroliment
beginning on or after July 1, 1987, is pursuintgast a half-time course of study for which therbarer has obtained a loan under the
FFEL Program), or is pursuing a course of studypaint to a graduate fellowship program or a retiatidn training program for
disabled individuals approved by the Secretarydifdation;

« during a period, not in excess of 6 months, whikehiorrower is on parental leave; and

« only with respect to a borrower who first obtairgestudent loan disbursed on or after July 1, 1683@,student loan to cover the cost of
instruction for a period of enrollment beginningamafter July 1, 1987, during a period not in esscef three years while the borrowe
a full-time teacher in a public or nonprofit prieaglementary or secondary school in a “teachetapem@rea” (as prescribed by the
Secretary of Education), and during a period n@xcess of 12 months for mothers, with preschoeldldren, who are entering or re-
entering the work force and who are compensatadaite not exceeding $1 per hour in excess ofetierl minimum wage

For loans to a borrower who first obtain@an on or after July 1, 1993, deferments are availa

« during any period that the borrower is pursuinggast a half-time course of study at an eligibkitation or a course of study pursuant
to a graduate fellowship program or rehabilitati@ining program approved by the Secretary of Etloca
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« during a period not exceeding three years whileothreower is seeking and unable to find full-timmepdoyment; and

« during a period not in excess of three years fgrraason which the lender determines, in accordaiitteregulations under the Higher
Education Act, has caused or will cause the borr@genomic hardship. Economic hardship includeskimgrfull time and earning an
amount not in excess of the greater of the minimeage or the poverty line for a family of two. Addital categories of economic
hardship are based on the relationship betweemrawe’ s educational debt burden and his or her inc«

Prior to the 1992 changes, only certain efdeferment periods described above were avaitalite.US loan borrowers, and only certain
deferment periods were available to consolidati@mlborrowers. Prior to the 1986 changes, PLUS baarowers were not entitled to certain
deferment periods. Deferment periods extend theéan maximum term.

Forbearance periodThe Higher Education Act also provides for periofiforbearance during which the borrower, in cafsemporary
financial hardship, may defer any payments. A bwenis entitled to forbearance for a period natxoeed three years while the borrower’s
debt burden under Title 1V of the Higher Educatixt (which includes the FFEL Program) equals oreeds 20% of the borrower’s gross
income, and also is entitled to forbearance whil@hshe is serving in a qualifying medical or déiiternship program or in a “national
service position” under the National and CommusSigyvice Trust Act of 1993. In addition, mandatodyrénistrative forbearances are
provided in exceptional circumstances such asa lacnational emergency or military mobilizatiam,when the geographical area in which
the borrower or endorser resides has been desihaatsaster area by the President of the UnitateSbr Mexico, the Prime Minister of
Canada, or by the governor of a state. In otheunistances, forbearance is at the lender’s ogfiorbearance also extends the ten year
maximum term.

Interest payments during grace, deferment and fmdrece periodsThe Secretary of Education makes interest paynaentsehalf of the
borrower of certain eligible loans while the boremvis in school and during grace and defermenbgsrilnterest that accrues during
forbearance periods and, if the loan is not elagibr interest subsidy payments, while the borrowén school and during the grace and
deferment periods, may be paid monthly or quarterlgapitalized not more frequently than quarterly.

Fees

Guarantee feeA guaranty agency is authorized to charge a premasrguarantee fee, of up to 1% of the principabant of the loan,
which must be deducted proportionately from easkaliment payment of the proceeds of the loaneditirrower. Guarantee fees may not
currently be charged to borrowers of consolidateams. However, borrowers may be charged an inserfee to cover the costs of increased
or extended liability with respect to consolidatioans. For loans made prior to July 1, 1994, th&imum guarantee fee was 3% of the
principal amount of the loan, but no such guaraféeavas authorized to be charged with respechsohsidized Stafford loans.

Origination fee An eligible lender is authorized to charge the baer of a Stafford loan, an unsubsidized Staffoahlor PLUS loan an
origination fee in an amount not to exceed 5% efgtincipal amount of the loan, and is requiredharge the borrower of an unsubsidized
Stafford loan or a PLUS loan an origination fe¢hia amount of 3% of the principal amount of thenloBhese fees must be deducted
proportionately from each installment payment &f liban proceeds prior to payment to the borrowkeseg fees are not retained by the ler
but must be passed on to the Secretary of Education

Lender origination feeThe lender of any loan under the FFEL Program needer after October 1, 1993 is required to payho t
Secretary of Education a fee equal to 0.5% of tirecjpal amount of such loan.

Rebate fee on Consolidation Loafie holder of any consolidation loan made on arafictober 1, 1993 is required to pay to the
Secretary of Education a monthly fee equal to .0875.05%
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per annum) of the principal amount of, and acciinétest on the consolidation loan. For loans nfagdsuant to applications received on or
after October 1, 1998, and on or before January 399 the fee on consolidation loans of 1.05%dsiced to .62%.

Interest Subsidy Payments

Interest subsidy payments are interest paysmaaid with respect to an eligible loan beforetthie that the loan enters repayment and
during grace and deferment periods. The Secrefdeguacation and the guaranty agencies enter invdnt subsidy agreements whereby the
Secretary of Education agrees to pay interest dulpgiyments to the holders of eligible guaranteeas for the benefit of students meeting
certain requirements, subject to the holders’ céempk with all requirements of the Higher Educatian. Only Stafford loans and
consolidation loans for which the application wasaived on or after January 1, 1993, are eligitnénterest subsidy payments. Consolidz
loans made after August 10, 1993 are eligibleritgrest subsidy payments only if all loans consaéd thereby are Stafford loans, except
consolidation loans for which the application isaiwed by an eligible lender on or after Novemb#&r11997 and before October 1, 1998, are
eligible for interest subsidy payments on thatiporbf the Consolidation loan that repays Staffoahs or similar subsidized loans made
under the direct loan program. In addition, to ligilde for interest subsidy payments, guaranteetht must be made by an eligible lender
under the applicable guaranty agency’s guarangr@m, and must meet requirements prescribed byutee and regulations promulgated
under the Higher Education Act.

The Secretary of Education makes interessidylpayments quarterly on behalf of the borrowethe holder of a guaranteed loan in a
total amount equal to the interest which accruetherunpaid principal amount prior to the commeneeinof the repayment period of the Ic
or during any deferment period. A borrower may etedorego interest subsidy payments, in whicredhg borrower is required to make
interest payments.

Special Allowance Payments

The Higher Education Act provides for speeaitdwance payments to be made by the Secretdfgnocation to eligible lenders. The rates
for special allowance payments are based on fosrtthkt differ according to the type of loan, théedhe loan was originally made or insured
and the type of funds used to finance the loarafibxor tax-exempt).

Subsidized and unsubsidized Stafford lod@hg effective formulas for special allowance paytrates for Stafford and unsubsidized
Stafford loans are summarized in the following théine T-Bill Rate mentioned in the chart refershe average of the bond equivalent yield
of the 91-day Treasury bills auctioned during thecpding quarter.

Date of Loans Annualized SAP Rate
On or after October 1, 19¢ T-Bill Rate less Applicable Interest Rate + 3.
On or after November 16, 19i T-Bill Rate less Applicable Interest Rate + 3.2
On or after October 1, 19¢ T-Bill Rate less Applicable Interest Rate + 3.
On or after July 1, 199 T-Bill Rate less Applicable Interest Rate + 3.1%
On or after July 1, 199 T-Bill Rate less Applicable Interest Rate + 2.8%
On or after January 1, 2000 and before July 1, : 3 Month Commercial Paper Rate less Applicable(8rkst Rate + 2.34¢

(1) Substitute 2.5% in this formula while loans ar-school, grace or deferment stat
(2) Substitute 2.2% in this formula while such loars ia-school, grace or deferment stat
(3) Substitute 1.74% in this formula while such loarssia-school, grace or deferment stat
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Federal PLUS, SLS and consolidation loahise formula for special allowance payments on PLEISS and Consolidation Loans are as
follows:

Date of Loans Annualized SAP Rate
On or after October 1, 19¢ T-Bill Rate less applicable Interest Rate + 3.
On or after January 1, 20! 3 Month Commercial Paper Rate less applicable éstdRate + 2.64¢

For PLUS and SLS loans which bear interesdtats adjusted annually, special allowance paysremet made only in years during which
the interest rate ceiling on such loans operatesdoce the rate that would otherwise apply baged the applicable formula. See “Interest
rates for PLUS loans” and “Interest rates for Sh&nk” in this Appendix. Special allowance paymemespaid with respect to PLUS Loans
made on or after October 1, 1992 only if the rh#t tould otherwise apply exceeds 10% per annumPEDS loans made after July 1, 1998
and before July 1, 2006, special allowance is palg if the sum of the 91-day Treasury bill ratéedeined at an auction held on June 1 of
each year plus 3.1% exceeds 9.0%. For PLUS loestigdfsbursed on or after July 1, 2006, speciavadince is paid for such loans in any 12-
month period beginning on July 1 and ending on Bfhenly if the sum of the average of the bond eajent rates of the quotes of the 3-
month commercial paper rate for the last calendsknending on or before such July 1 plus 2.64%ead&8.0%. The portion, if any, of a
consolidation loan that repaid a loan made undibe Vill, Sections 700-721 of the Public Health See¢ Act, as amended, is ineligible for
special allowance payments.

Special allowance payments for loans financed kyeteempt bondS.he effective formulas for special allowance paytrrates for
Stafford Loans and Unsubsidized Stafford Loansediffepending on whether loans to borrowers weraigatjor originated with the procee
of tax-exempt obligations. The formula for spealdwance payments for loans financed with the pedls of tax-exempt obligations
originally prior to October 1, 1993 is:

T Bill Rate less Applicable Interest Rate + 3.5%

2

providedthat the special allowance applicable to the loaag not be less than 9 1/2% less the Applicabkrést Rate. Loans acquired with
the proceeds of tax-exempt obligations originadlyuied after October 1, 1993 receive special alloezgayments made on other loans.

Adjustments to special allowance payme8fsecial allowance payments and interest subsidsnpats are reduced by the amount which
the lender is authorized or required to chargenasrigination fee. In addition, the amount of thader origination fee is collected by offset to
special allowance payments and interest subsidgpats. The Higher Education Act provides that &gl allowance payments or interest
subsidy payments have not been made within 30 afégsthe Secretary of Education receives an ateutienely and complete request
therefor, the special allowance payable to suctidrahall be increased by an amount equal to tigidterest accruing on the special
allowance and interest subsidy payments due thgehol

Description of the Guaranty Agencies
The following discussion relates to guaraaggncies under the FFELP.

A guaranty agency guarantees loans made to studeptsents of students by lending institutionshsag banks, credit unions, savings
loan associations, certain schools, pension funddresurance companies. A guaranty agency gengrattthases defaulted student loans
which it has guaranteed with its reserve fund. Wdir may submit a default claim to the guarantynagafter the student loan has been
delinquent for at least 270 days. The default clagmkage must include all information and documemaequired under the FFELP
regulations and the guaranty agency’s policiespandedures.
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In general, a guaranty agency’s reserve haglbeen funded principally by administrative @stwances paid by the Secretary of
Education, guarantee fees paid by lenders, invegtineome on moneys in the reserve fund, and aguodf the moneys collected from
borrowers on guaranteed loans that have been resetbboy the Secretary of Education to cover theajig agency’s administrative
expenses.

Various changes to the Higher Education Aatehadversely affected the receipt of revenuesidygtiaranty agencies and their ability to
maintain their reserve funds at previous leveld, may adversely affect their ability to meet thigiarantee obligations. These changes
include:

« the reduction in reinsurance payments from theedaor of Education because of reduced reimbursep@oentages;
« the reduction in maximum permitted guarantee feam® 3% to 1% for loans made on or after July 1,4199

« the replacement of the administrative cost alloveanith a student loan processing and issuancedfigal €0 65 basis points (40 basis
points for loans made on or after October 1, 1928 at the time a loan is guaranteed, and an atooaintenance fee of 12 basis
points (10 basis points for fiscal years 2-2003) paid annually on outstanding guaranteed studans;

« the reduction in supplemental preclaims assistpagenents from the Secretary of Education; and
« the reduction in retention by a guaranty agenayotiections on defaulted loans from 27% to 24% (288ginning on October 1, 2003).

Additionally, the adequacy of a guaranty ay&nreserve fund to meet its guarantee obligatigitis respect to existing student loans
depends, in significant part, on its ability toleot revenues generated by new loan guaranteed-dderal Direct Student Loan Program
discussed below may adversely affect the volunteenf loan guarantees. Future legislation may makédiadal changes to the Higher
Education Act that would significantly affect thevenues received by guaranty agencies and thewseua the guaranty agency program.

The Higher Education Act gives the Secretdrigducation various oversight powers over guaraggncies. These include requiring a
guaranty agency to maintain its reserve fund a&rtam required level and taking various actioratileg to a guaranty agency if its
administrative and financial condition jeoparditssability to meet its obligations. These actiomdude, among others, providing advance
the guaranty agency, terminating the guaranty ageffederal reimbursement contracts, assuming respiity for all functions of the
guaranty agency, and transferring the guaranty@geguarantees to another guaranty agency or aggwsuch guarantees. The Higher
Education Act provides that a guaranty agency’smasfund shall be considered to be the properth@tnited States to be used in the
operation of the FFEL Program or the FDL Progranal, ainder certain circumstances, the Secretarglot&ion may demand payment of
amounts in the reserve fund.

The 1998 Amendments mandate the recall ofaguiya agency reserve funds by the Secretary of &ductamounting to $85 million in
fiscal year 2002, $82.5 million in fiscal year 20@6d $82.5 million in fiscal year 2007. Howevegrtain minimum reserve levels are
protected from recall, and under the 1998 Amendmeniaranty agency reserve funds were restructarpobvide guaranty agencies with
additional flexibility in choosing how to spend tan funds they receive. The new recall of resefeeguaranty agencies increases the risk
that resources available to guaranty agencies @i their guarantee obligation will be significantgduced. Relevant federal laws, including
the Higher Education Act, may be further changed manner that may adversely affect the abilitg gliaranty agency to meet its guarantee
obligations.

Student loans originated prior to Octobet993 are fully guaranteed as to principal and atinterest. Student loans originated after
October 1, 1993 are guaranteed as to 98% of pahaipd accrued interest.
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Under the Higher Education Act, if the Depaht of Education has determined that a guarargg@gis unable to meet its insurance
obligations, the holders of loans guaranteed b su@ranty agency must submit claims directly smBblepartment of Education, and the
Department of Education is required to pay theduthirantee payment due with respect thereto inrdanoe with guarantee claims proces:
standards no more stringent than those applietddgtiaranty agency.

There are no assurances as to the SecrdtBduoation’s actions if a guaranty agency encasrdeministrative or financial difficulties or
that the Secretary of Education will not demand thguaranty agency transfer additional portionalloof its reserve fund to the Secretary of
Education.

Federal Agreements

General A guaranty agency’s right to receive federal reinsbments for various guarantee claims paid by guaehanty agency is
governed by the Higher Education Act and variougremts entered into between guaranty agenciesh@n8ecretary of Education. Each
guaranty agency and the Secretary of Education éatexed into federal reimbursement contracts @untsto the Higher Education Act, wh
provide for the guaranty agency to receive reimdment of a percentage of insurance payments teauaranty agency makes to eligible
lenders with respect to loans guaranteed by theagtiaagency prior to the termination of the fetleeambursement contracts or the
expiration of the authority of the Higher Educatidet. The federal reimbursement contracts provatadrmination under certain
circumstances and also provide for certain actsbrst of termination by the Secretary of Educatmprotect the federal interest.

In addition to guarantee benefits, qualifséadent loans acquired under the FFEL Program tlidreeh certain federal subsidies. Each
guaranty agency and the Secretary of Education éatered into an Interest Subsidy Agreement urfdeHigher Education Act which
entitles the holders of eligible loans guarantegthle guaranty agency to receive interest subsagynents from the Secretary of Educatiot
behalf of certain students while the student isdnool, during a six to twelve month grace periftdrahe student leaves school, and during
certain deferment periods, subject to the holdaysipliance with all requirements of the Higher Eatian Act.

United States Courts of Appeals have heltttrafederal government, through subsequent kgpsl, has the right unilaterally to amend
the contracts between the Secretary of Educatidriitenguaranty agencies described herein. Amendmertihe Higher Education Act in
1986, 1987, 1992, 1993, and 1998, respectively:

« abrogated certain rights of guaranty agencies ucalgracts with the Secretary of Education relatmthe repayment of certain
advances from the Secretary of Educat

« authorized the Secretary of Education to withheldhbursement payments otherwise due to certairagtyangencies until specified
amounts of such guaranty agen’ reserves had been eliminat

- added new reserve level requirements for guaragegn@es and authorized the Secretary of Educatiteriinate the Federal
Reimbursement Contracts under circumstances thatalipreviously warrant such terminatis

» expanded the Secretary of Education’s authoritgmminate such contracts and to seize guarantyceggmeserves, and
* mandated the additional recall of guaranty agemsgmve funds.

Federal Insurance and Reimbursement of Guaranty Agecies

Effect of annual claims rat&Vith respect to loans made prior to October 1, 1898 Secretary of Education currently agreesitobrerse
the guaranty agency for up to 100% of the amouaits pn claims made by lenders, as discussed ifothaila described below, so long as
eligible lender has properly serviced such loare @aimount of reimbursement is lower for loans oaggd after October 1,
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1993, as described below. Depending on the clagtesaxperience of a guaranty agency, such reimimarsiemay be reduced as discussed in
the formula described below. The Secretary of Etloealso agrees to repay 100% of the unpaid graiglus applicable accrued interest
expended by a guaranty agency in discharging ésaguiee obligation as a result of the bankruptegthd or total and permanent disability of
a borrower, or in the case of a PLUS loan, thetdegthe student on behalf of whom the loan wasdveed, or in certain circumstances, as a
result of school closures, which reimbursementsateo be included in the calculations of the guéy agency’s claims rate experience for
the purpose of federal reimbursement under thereeBeimbursement Contracts.

The formula used for loans initially disbutggior to October 1, 1993 is summarized below:

Claims Rate Federal Payment
0% up to 5% 100%
5% up to 9% 100% of claims up to 5%; 90% of claims 5% and ¢
9% and over 100% of claims up to 5%; 90% of claims 5% and ougrto 9%;

80% of claims 9% and ow

The claims experience is not accumulated fyear to year, but is determined solely on theshakclaims in any one federal fiscal year
compared with the original principal amount of lsan repayment at the beginning of that year.

The 1993 Amendments reduce the reimbursearantints described above, effective for loans ihitidisbursed on or after October 1,
1993 as follows: 100% reimbursement is reduce®86,90% reimbursement is reduced to 88%, and 8@¥bresement is reduced to 78%,
subject to certain limited exceptions. The 1998 Adments further reduce the federal reimbursementiats from 98% to 95%, 88% to
85%, and 78% to 75% respectively, for student Idassdisbursed on or after October 1, 1998.

The reduced reinsurance for federal guaraggncies increases the risk that resources awatalguaranty agencies to meet their
guarantee obligation will be significantly reduced.

Reimbursementhe original principal amount of loans guarantegdlguaranty agency which are in repayment for gegp of computir
reimbursement payments to a guaranty agency meariginal principal amount of all loans guaradteg a guaranty agency less:

« the original principal amount of such loans thatéhbeen fully repaid, and
« the original amount of such loans for which thstfprincipal installment payment has not become due

Guaranty agencies with default rates below 5% eqgeired to pay the Secretary of Education annwes éguivalent to 0.51% of new loans
guaranteed, while all other such agencies musapa$% fee. The Secretary of Education may withinelichbursement payments if a
guaranty agency makes a material misrepresentatitails to comply with the terms of its agreemenith the Secretary of Education or
applicable federal law.

Under the guarantee agreements, if a payoreatFFELP loan guaranteed by a guaranty agenegésved after reimbursement by the
Secretary of Education, the guaranty agency isledtio receive an equitable share of the payment.

Any originator of any student loan guarantbgé guaranty agency is required to discount ftloenproceeds of the loan at the time of
disbursement, and pay to the guaranty agency,samance premium which may not exceed that permittetbr the Higher Education Act.

Under present practice, after the SecretbBdocation reimburses a guaranty agency for autteflaim paid on a guaranteed loan, the
guaranty agency continues to seek repayment frerbdirower. The guaranty agency returns to theeSmgrof Education payments that it
receives from a borrower after
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deducting and retaining: a percentage amount ¢quhé complement of the reimbursement percentagéféct at the time the loan was
reimbursed, and an amount equal to 24% of such eaigvor certain administrative costs. The SecyesdEducation may, however, require
the assignment to the Secretary of defaulted gteedrioans, in which event no further collectioavity need be undertaken by the guar:
agency, and no amount of any recoveries shall lietpahe guaranty agency.

A guaranty agency may enter into an addeniduits Interest Subsidy Agreement that allows thargnty agency to refer to the Secretary
of Education certain defaulted guaranteed loansh $1ans are then reported to the IRS to “offsat/ tax refunds which may be due any
defaulted borrower. To the extent that the guaraggncy has originally received less than 100%lvansement from the Secretary of
Education with respect to such a referred loangtr@anty agency will not recover any amounts syilpsetly collected by the federal
government which are attributable to that portibthe defaulted loan for which the guaranty agelmay not been reimbursed.

Rehabilitation of defaulted loansinder the Higher Education Act, the Secretary afidation is authorized to enter into an agreemettt
a guaranty agency pursuant to which the guarargp@gshall sell defaulted loans that are eligibleréhabilitation to an eligible lender. The
guaranty agency shall repay the Secretary of Egucah amount equal to 81.5% of the then curreincjpral balance of such loan, multiplied
by the reimbursement percentage in effect at the the loan was reimbursed. The amount of suclyrepat shall be deducted from the
amount of federal reimbursement payments for geafiyear in which such repayment occurs, for psgpf determining the reimbursement
rate for that fiscal year.

For a loan to be eligible for rehabilitatidhe guaranty agency must have received consequaiments for 12 months of amounts owed
on such loan. Upon rehabilitation, a loan is eligitor all the benefits under the Higher Educatdant for which it would have been eligible
had no default occurred (except that a borroweids Imay only be rehabilitated once).

Eligibility for federal reimbursement.o be eligible for federal reimbursement paymegtsranteed loans must be made by an eligible
lender under the applicable guaranty agency’s giiegprogram, which must meet requirements pre=ttiily the rules and regulations
promulgated under the Higher Education Act, inabgdihe borrower eligibility, loan amount, disburssrt) interest rate, repayment period
guarantee fee provisions described herein andthier cequirements set forth in the Higher Educa#ich

Prior to the 1998 Amendments, a FFELP loas @amsidered to be in default for purposes of tlghétr Education Act when the borrower
failed to make an installment payment when dugég @omply with the other terms of the loan, anthé failure persists for 180 days in the
case of a loan repayable in monthly installment®oP40 days in the case of a loan repayabless feequent installments. Under the 1998
Amendments, the delinquency period required fdudent loan to be declared in default is incredsam 180 days to 270 days for loans
payable in monthly installments on which the fitay of delinquency occurs on or after the datenacément of the 1998 Amendments and
from 240 days to 330 days for a loan payable lesgently than monthly on which the delinquencyurs@fter the date of enactment of the
1998 Amendments.

The guaranty agency must pay the lender for theuled loan prior to submitting a claim to the ®tary of Education for reimburseme
The guaranty agency must submit a reimbursemeim ¢tathe Secretary of Education within 45 dayeraitt has paid the lender’s default
claim. As a prerequisite to entitlement to payn@nthe guarantee by the guaranty agency, andnnplayment of reimbursement by the
Secretary of Education, the lender must have esedaieasonable care and diligence in making, segvand collecting the guaranteed loan.
Generally, these procedures require:

« that completed loan applications be processed,;
« a determination of whether an applicant is an lelégborrower attending an eligible institution unttee Higher Education Act be made;
« the borrower’s responsibilities under the loan kgl@&ned to him or her;
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« the promissory note evidencing the loan be exedoyatie borrower; and
« that the loan proceeds be disbursed by the lendespecified manner.

After the loan is made, the lender must distalbepayment terms with the borrower, properlynadster deferments and forbearances and
credit the borrower for payments made. If a bornolagzomes delinquent in repaying a loan, a lendestmerform certain collection
procedures, primarily telephone calls, demandrigttkiptracing procedures and requesting assistmom the applicable guaranty agency,
that vary depending upon the length of time a satelinquent.

Direct Loans

The 1993 Amendments authorized a prograndiogtt loans,” to be originated by schools withdamprovided by the Secretary of
Education. Under the FDL Program, the Secretafycafcation is directed to enter into agreements gdtiools, or origination agents in lieu
of schools, to disburse loans with funds providgdhe Secretary of Education. Participation inphegram by schools is voluntary. The gc
set forth in the 1993 Amendments call for the ditean program to constitute 5% of the total voluofhidoans made under the FFELP
Program and the FDL Program for academic year 198, 40% for academic year 1995-1996, 50% for exzéclyears 1996-1997 and
1997-1998 and 60% for academic year 1998-1999.rdaigion is made for the size of the FDL Prograerdéafter. Based upon information
released by the General Accounting Office, pardéitign by schools in the FDL Program has not beéficmnt to meet the goals for the 1995-
1996 or 1996-1997 academic years. The 1998 Amendmemoved references to the “phase-in” of the Fbagram, including restrictions
on annual limits for FDL Program volume and ther8&ay’s authority to select additional institutioto achieve balanced school
representation.

The loan terms are generally the same ummeFDL Program as under the FFEL Program, thougte fitexible repayment provisions are
available under the FDL Program. At the discrettdthe Secretary of Education, students attendihgals that participate in the FDL
Program (and their parents) may still be eligilledarticipation in the FFEL Program, though norbaer could obtain loans under both
programs for the same period of enrollment.

It is difficult to predict the impact of thHeDL Program. There is no way to accurately preitietnumber of schools that will participate in
future years, or, if the Secretary authorizes sitglattending participating schools to continubdcaeligible for FFEL Program loans, how
many students will seek loans under the direct fmagram instead of the FFEL Program. In additibis, impossible to predict whether futi
legislation will eliminate, limit or expand the FORrogram or the FFEL Program.
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PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS
Item 13.  Other Expenses of Issuance and Distribution

The following table shows the costs and egpsnother than underwriting discounts, payabBoimection with the sale and distribution
of the securities being registered. Except as wfisernoted, the registrant will pay all of theseoaimts. All amounts except the Securities and
Exchange Commission Registration Fee and the Natidssociation of Securities Dealers, Inc. FilinggFare estimated.

Securities and Exchange Commission Registratior $ 14,88¢
National Association of Securities Dealers, IndingiFee 20,50(
New York Stock Exchange Listing F 210,60(
Printing and Engraving Expens 1,000,00!
Legal Fees and Expens 1,750,00!
Accounting Fees and Expens 800,00t
Transfer Agent and Registrar Fees are Expe 11,00(
Miscellaneous 193,01
Total $4,000,00!
|

Iltem 14. Indemnification of Directors and Officers

Under the Nebraska Business Corporation #dtebraska corporation may provide indemnificatmdirectors and officers for
judgments, fines, settlements and expenses, imguatiorne’s fees, incurred in connection with any threateneshding or completed action,
suit or proceeding other than an action by or ertght of the corporation. This applies to anyilcisriminal, investigative or administrative
action provided that the director or officer invet’acted in good faith, in a manner he reasonaflig\ed to be in or not opposed to the best
interests of the corporation and, with respectip @iminal action or proceeding, had no reasonaalese to believe his conduct was
unlawful. The corporation may also provide indernwaifion to directors and officers for judgmentagef, settlements and expenses, including
attorney’s fees, incurred in connection with amgé#ttened, pending or completed action or suit kip tie right of the corporation if such
director or officer acted in good faith and in armar he reasonably believed to be in or not oppts#ik best interests of the corporation.
However, no indemnification shall be made in respéany claim, issue or matter in which such parsoadjudged to be liable for negligel
or misconduct in the performance of his dutiesdorporation unless the court in which the acisdmrought deems indemnity proper. The
grant of indemnification to a director or officdradl be determined by a majority of a quorum ofrderested directors, by a written opinion
from independent legal counsel or by the sharehsldiedemnification shall be provided to any dicgstand officers for expenses, including
attorney’s fees, actually and reasonably incumetthé defense of any action, suit or proceedin@acextent that he or she has been successfu
on the merits.

The registrant’s amended and restated astafléncorporation provide that the registrant khalthe maximum extent and in the manner
permitted by the Nebraska Business CorporationiAdemnify each of its directors, officers, emplegeand agents against expenses,
including attorney’s fees, judgments, fines, setdats and other amounts actually and reasonahlyredt in connection with any proceeding
arising by reason of the fact that such persom igas an agent of the registrant. The registraall play expenses incurred in defending any
civil or criminal action or proceeding for whichdemnification is available in advance of the fideposition of such action or proceeding,
following authorization thereof by the board ofeditors in the case of an employee or agent, upmsipteof an undertaking by or on behalf of
the indemnified party to repay such amount if @lsbe ultimately determined by final judicial

In addition, the registrant’'s amended anthted articles of incorporation provide that thgisgant may
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purchase and maintain insurance on behalf of argopenvho is or was an agent of the registrant agaimy liability asserted against or
incurred by such person in such capacity arisirtgpbsuch person’s status as such, whether otheategistrant would have the power to
indemnify him or her against such liability undee tregistrant’s amended and restated articlescofporation and the Nebraska Business
Corporation Act. The registrant has obtained inscesaor the benefit of its officers and directarsuring such persons against liabilities,
including liabilities under the securities laws.

The registrant’s amended and restated astafléncorporation also limit the personal lialyildf the directors and officers of the registrant
for breaches of fiduciary duty to the registraniteishareholders, except in certain circumstaiteading (1) breach of the duty of loyalty to
the registrant or its shareholders, (2) acts oseions not in good faith or involving intentionaiseonduct or a knowing violation of law,

(3) acts or omissions for which the Nebraska Bussir@orporation Act does not permit indemnity faediors under Section 21-2018(2)(e) of
the Nebraska Business Corporation Act, which inelindentional infliction of harm on the registramtits shareholders, voting for or
assenting to an unlawful distribution and intengiloviolation of criminal law, or (4) any transaatifrom which the director derived an
improper personal benefit.

Item 15. Recent Sales of Unregistered Securiti
During the past three years, the Companydsa®d unregistered securities in the transactiessribed below.

1. On May 25, 2001, the registrant issued 1,535db20es of Class A common stock to Farmers & Mertshinvestment Inc. for
approximately $1.31 per share, or an aggregat@ ,009,703. The securities issued in this transaatiere issued in reliance on an
exemption from registration under Section 4(2)ha&f Securities Act, as a transaction by an issueinmolving any public offering.
The recipient of the securities represented i&nitibns to acquire the securities for investmei and not with a view to, or for
sale or in connection with, any distribution thdréppropriate legends were affixed to the ceréfes representing the securities in
such transactior

2. On March 12, 2003, the registrant issued aneggge of 331,800 shares of Class A common sto8k mployees for $2.43 per
share, or an aggregate of $806,274. The secustasd in these transactions were issued in r&ianan exemption from
registration under Section 4(2) of the Securities, As transactions by an issuer not involving puiglic offering. The recipients of
the securities represented their intentions to iaedbe securities for investment only and not veithiew to, or for sale or in
connection with, any distribution thereof. Apprajté legends were affixed to the certificates regisg the securities in such
transactions

3.  On August 14, 2003, in connection with the réedipation effected pursuant to the registranti'eaded and restated articles of
incorporation, the registrant issued an aggregad® 038,488 shares of its Class A and Class B comstock to the holders of its
pre-recapitalization Class A voting common stocl &ass B non-voting common stock. The securiisged in this transaction
were issued in reliance on the exemption from teggisn under Section 3(a)(9) of the Securities, Aefating to securities
exchanged by an issuer with its existing securitiglérs exclusively where no commission or otherueenation is paid or given,
directly or indirectly, for soliciting such exchaa

Each of the sales of securities was madeowitthe use of an underwriter and the certificatédencing the shares bear a restricted legenc
permitting the transfer thereof only upon registnrabf the shares or an exemption under the Séssidict of 1933.
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Item 16. Exhibits and Financial Statement Schedule

(a) Exhibits

See Exhibit Index beginning on page Il-5to$ tregistration statement.

(b) Financial Statement Schedules

None.

ltem 17.  Undertakings.

(@)

(b)

(©

The undersigned registrant hereby undertakpsavide to the underwriters at the closing spediin the underwriting agreement
certificates in such denominations and registemezsich names as required by the underwriters tipprompt delivery to each
purchaser

Insofar as indemnification for liabilities aig under the Securities Act of 1933 may be péeahito directors, officers and controlling
persons of the registrant pursuant to the foregpmogisions, or otherwise, the registrant has mbnsed that in the opinion of the
Securities and Exchange Commission such indemtidités against public policy as expressed in tloé ad is, therefore,
unenforceable. In the event that a claim for indéication against such liabilities (other than {heyment by the registrant of expenses
incurred or paid by a director, officer or contiofj person of the registrant in the successfulrsdef any action, suit or proceeding) is
asserted against the registrant by such directiiceoor controlling person in connection with thecurities being registered, the
registrant will, unless in the opinion of its coehthe matter has been settled by controlling gtent submit to a court of appropriate
jurisdiction the question whether such indemnifimatby it is against public policy as expressethim Act and will be governed by tl
final adjudication of such issu

The undersigned registrant hereby undertakes

(1) For purposes of determining any liability untiee Securities Act of 1933, the information omitfrom the form of prospectus filed
as part of this registration statement in reliamgen Rule 430A and contained in a form of prospefitad by the registrant pursu
to Rule 424(b)(1) or (4) or 497(h) under the SeamsiAct shall be deemed to be part of this regiigtn statement as of the time it
was declared effectivi

(2) For the purpose of determining any liabilityder the Securities Act of 1933, each post-effecitnendment that contains a form of
prospectus shall be deemed to be a new registrstid@ment relating to the securities offered thend the offering of such
securities at that time shall be deemed to bertitialibona fide offering thereo
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SIGNATURES

Pursuant to the requirements of the Secsritie of 1933, the registrant has duly causedRhésEffective Amendment No. 5 to the
Registration Statement to be signed on its belyathb undersigned, thereunto duly authorized, éndity of Lincoln, State of Nebraska, on
November 21, 200:

NELNET, INC.

By: /s/ MICHAEL S. DUNLAP

Name: Michael S. Dunla

Title: Chairman and Co-Chief Executive
Officer (Cc-Principal Executive Officer

Pursuant to the requirements of the Secsriti@ of 1933, this Pre-Effective Amendment Noo3He Registration Statement has been
signed by the following persons in the capacitied an the dates indicated.

Signature Title Date
/sl MICHAEL S. DUNLAP Chairman and November 21, 20C
Co-Chief Executive Officer
Michael S. Dunlaj (Co-Principal Executive Officer)
/s STEPHEN F. BUTTERFIELD Vice Chairman and November 21, 20C
Co-Chief Executive Officer
Stephen F. Butterfiel (Co-Principal Executive Officer)
/sl TERRY J. HEIMES Chief Financial Officer November 21, 20C
(Principal Financial Officer and
Terry J. Heime: Principal Accounting Officer
* President and Director November 21, 20C
Don R. Bouc
* Director November 21, 20C
James P. Abe
* Director November 21, 20C

Thomas E. Hennin

* Director November 21, 20C

Lee E. Mikles

* Director November 21, 20C

Arturo Moreno

* Director November 21, 20C

Brian J. C Connor

* Director November 21, 20C

James H. VanHor

*By: /sl MICHAEL S. DUNLAP

Name: Michael S. Dunla



Title: Attorney-in-Fact
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EXHIBIT INDEX

Exhibit
No. Description

11 Form of Underwriting Agreemer

217 Plan of Reorganization, Plan of Merger and Merggre&ment, dated as of October 14, 1999, by anddastwnion
Financial Services, Inc. and National Educationri_bietwork, Inc.

2.2t Articles of Merger certified by Union Financial S&res, Inc., dated October 15, 19

2.3% Agreement and Plan of Reorganization, dated asastM1, 2000, by and among UNIPAC Service CorponatNelNet,
Inc. (subsequently renamed National Education etwork, Inc.) and National Education Loan Netwdrig.

247% Plan of Merger, dated as of March 1, 2000, by andrag NelNet, Inc. (subsequently renamed Nationaicaton Loan
Network, Inc.), National Education Loan Network¢lmand UNIPAC Service Corporatic

2.51 Articles of Merger certified by NelNet, Inc., datbthrch 1, 2000

267 Letter Agreement relating to the purchase of tbeksbf InTuition Holdings, Inc., dated as of Jurte 2000, between
NELnet, Inc. (subsequently renamed National Edoodtioan Network, Inc.) and Farmers & Merchants #treent Inc

277 Transfer Agreement with Irrevocable Power of Ateyndated as of June 28, 2001, by and betweentiofui
Development Holdings, LLC and InTuition Guarantesv&es I, Inc. (which subsequently became Ne®Gwgarantee
Services Inc.) relating to the membership intergstaTuition Guarantee Services, LLC (which suhssgly became
GuaranTec LLP)

287 Master Stock Purchase Agreement, dated as of Dezrel2h 2001, by and between EFS, Inc. and NELnet, |
(subsequently renamed National Education Loan Netwnoc.)

297 Stock Purchase Agreement, dated as of January0R2, By and among NELnet, Inc. (subsequently redaxetional
Education Loan Network, Inc.) and Hilario Arguinctzo

210t Purchase Agreement, dated as of February 14, 29C&hd between InTuition Guarantee Services, LLENELnNet,
Inc. (subsequently renamed National Education Letwork, Inc.)

2117 Stock Purchase Agreement, dated May 1, 2002, byaarahg Nelnet Loan Services, Inc. (subsequentlgimesa Nelnet,
Inc.) and Nelnet, Inc. (subsequently renamed Nati&aucation Loan Network, Inc

2127 Stock Purchase Agreement, dated as of May 1, 2§)0@nd between Farmers & Merchants Investmentand.Nelnet
Loan Services, Inc. (subsequently renamed Nelnet)

213t Stock Purchase Agreement, dated May 2, 2002, byaarahg Packers Service Group, Inc. and Infovisa,

2.14% Stock Purchase Agreement, dated as of May 9, 2008ng Thomas Morrill, James Callier, Michael Craskominic
Rotondi and Nelnet, Inc. (subsequently renamedoNatiEducation Loan Network, Inc.) concerning CéraAccount
Systems, Inc

2.15% Senior Stock Purchase (Call) Option Agreement laytsetween NELnet, Inc. (subsequently renamed NaltiBducatior
Loan Network, Inc.) and Maine Educational Loan Msitkg Corporation, dated as of June 30, 2

216t Purchase Agreement, dated as of July 3, 2003, thypatween Nelnet Loan Services, Inc. (subsequeatigmed Nelnet,
Inc.), Union Financial Services, Inc. and Packems/8e Group, Inc

31 Second Amended and Restated Articles of Incorpmraif Nelnet, Inc

3.2 Second Amended and Restated Bylaws of Nelnet

4.1 Form of Class A Common Stock Certificate of Nelriet,

4.2% Indenture of Trust by and between Nelnet StudeminL@orporatior2 and Zions First National Bank, as Trustee, dat

of June 1, 200(
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Exhibit
No. Description

4.3% Series 2000 Supplemental Indenture of Trust bytmtdieen Nelnet Student Loan Corporation-2 and Ziorst
National Bank, as Trustee, authorizing the issuarfi&i,000,000,000 NELNET Student Loan Corpore-2 Taxable
Student Loan Ass-Backed Notes Series 2000, dated as of June 1,

4.4% Indenture of Trust by and between Nelnet StudeainLBbrust 2002-1 and Zions First National Bank, asitee, dated as
of May 1, 2002

4.5% Indenture of Trust by and between Nelnet StudeinLBrust 2002-2 and Zions First National Bank, asstee, dated as
of September 1, 200

4.6t Indenture of Trust between Nelnet Student Loanfl2083-1 and Zions First National Bank, as Trustie¢ed as of
January 1, 200t

477 Indenture of Trust by and among Nelnet EducatioarLBunding, Inc., Wells Fargo Bank Minnesota, Nelo

Association, as Indenture Trustee, and Wells F&aytk Minnesota, National Association, as Eligibender Trustee,
dated as of June 1, 20(

4.8% Series 2003-1 Supplemental Indenture of Trust loytsiween Nelnet Education Loan Funding, Inc. aradl\Fargo
Bank Minnesota, National Association, as Indenfimestee, authorizing the issuance of $1,030,0000$l8et
Education Loan Funding, Inc. Student Loan A-Backed Notes Series 2(-1, dated as of June 1, 20!

4.97 Instruments with respect to other long-term delielhet, Inc. and its consolidated subsidiariesoanéted pursuant to
Item 601(b)(4)(iii) of Regulation S-K since the ammb of debt authorized under each such omittedunsnt does not
exceed 10 percent of the total assets of Nelnetamd its subsidiaries on a consolidated basimetldnc. hereby agre
to furnish a copy of any such instrument to theuies and Exchange Commission upon reqt

4.10t Option Agreement, dated as of January 24, 2002nbybetween NELnet, Inc. (subsequently renamedniati
Education Loan Network, Inc.) and Hilario Arguinctzo

4.11 Form of Registration Rights Agreement, by and amidatnet, Inc. and the shareholders of Nelnet, signatory theret

412 Nelnet, Inc. Restricted Stock Ple

4.13 Nelnet, Inc. Directors Stock Compensation P

4.14 Nelnet, Inc. Employee Share Purchase F

5.1t Opinion of Perry, Guthery, Haase & Gessford, PLQ.,O. regarding the legality of the securitiesrizeregisterec
10.1¢ Stockholders Agreement for UNIPAC Service Corpomatidated as of March 2, 2000, by and among UNIB&€/ice

Corporation, Farmers & Merchants Investment Inackers Service Group, Inc., Great Plains Financlal;, New
Horizon Holdings, LLC and the shareholders of UNP&ervice Corporatiot

10.27 Agreement to Terminate Stockholders Agreement,ddaseof August 4, 2003, by and among Nelnet Loawi&es, Inc.
(f/k/a UNIPAC Service Corporation) (subsequentlyarmed Nelnet, Inc.) and those stockholders partigeo
Stockholders Agreement dated as of March 2, 2

10.37 Warehouse Loan and Security Agreement among NHEL#, as the Borrower, Norwest Bank Minnesotatjdiel
Association, as the Trustee, and Concord Minute@egpital Company, LLC, as the Lender, dated as pfedaber 30,
1998.

1047 First Amendment to Warehouse Loan and Security &gent, among NHELP-I Inc., as the Borrower, Norvigzstk

Minnesota, National Association, as the Trusted,@ncord Minutemen Capital Company, LLC, as thedes, dated
as of December 15, 19¢

10.57 Second Amendment to Warehouse Loan and Securitgehgent among NHELP-I, Inc., as the Borrower, NotvBask
Minnesota, National Association, as the Trusted,@oncord Minutemen Capital Company, LLC, as thedsz, dated
as of September 29, 19¢

10.67 Third Amendment to Warehouse Loan and Security &guent, dated as of November 16, 1999, among NHELR:,
Concord Minutemen Capital Company, LLC and Norvigzstk Minnesota, National Associatic
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Exhibit
No.

Description

10.7t

10.8t

109t

10.10t

10.11¢t

10.12t

10.13¢t

10.14t

10.15¢t

10.16%

1017t

Fourth Amendment to Warehouse Loan and Securitg&gent, dated as of February 1, 2000, among NHEL{#e-|
Concord Minutemen Capital Company, LLC and Norvizestk Minnesota, National Associatic

Fifth Amendment to Warehouse Loan and Security igrent among NHELP-I, Inc., as the Borrower, WeHsge
Bank Minnesota, National Association, as the susmes$rustee, and Concord Minutemen Capital Complabg, as the
Lender, dated as of September 1, 2(

Sixth Amendment to Warehouse Loan and Security &ment, dated as of September 24, 2002, among NHHDE-,
Concord Minutemen Capital Company, LLC and WellggeaBank Minnesota, National Associatic

Warehouse Note Purchase and Security Agreement@aMidELP-111, Inc., as the Issuer, Norwest Bank M#snta,
National Association, as the Trustee, Delaware fkn@orporation, as a Note Purchaser, Three Riversling
Corporation, as a Note Purchaser, Morgan Guarantgt Company of New York, as DFC Agent and Admiaiste
Agent, and Mellon Bank, N.A., as TRFC Agent, daasdf September 1, 19¢

First Amendment to Warehouse Note Purchase andi§esgreement among NHELP-III, Inc., as the Issu&ells
Fargo Bank Minnesota, National Association, assiimexessor Trustee, Delaware Funding Corporatioa,Nate
Purchaser, Three Rivers Funding Corporation, asta Rurchaser, Morgan Guaranty Trust Company of Neik, as
DFC Agent and Administrative Agent, and Mellon BaRkA., as TRFC Agent, dated as of September 10z

Second Amendment to Warehouse Note Purchase andtg&greement among NHELP-III, Inc., as the Issi¥ells
Fargo Bank Minnesota, National Association, asstimxessor Trustee, Delaware Funding Corporatioa,Nate
Purchaser, Three Rivers Funding Corporation, asta Rurchaser, JPMorgan Chase Bank, as DFC Agdnt an
Administrative Agent, and Mellon Bank, N.A., as TRAgent, dated as of September 12, 2(

Amendment to Warehouse Note Purchase and Secugigefent, dated as of June 1, 2003, by and amoti] RHil,
Inc., as the Issuer, Delaware Funding Corporatismote Purchaser, Three Rivers Funding Corporai®iote
Purchaser, JPMorgan Chase Bank (successor to M@ugaranty and Trust Company of New York), as DF@rtgand
Administrative Agent, and Mellon Bank, N.A., as TRAgent.

Warehouse Loan and Security Agreement among NE&tuetent Loan Warehouse Corporation-1, as Borrodiens
First National Bank, as Trustee, Thunder Bay Fugdiit., as Lender, and Royal Bank of Canada, asitiyagent and
Alternate Lender, dated as of February 1, 2

Amended and Restated Warehouse Loan and Secunigefgnt among Nelnet Education Loan Funding, &%.,
Borrower, Wells Fargo Bank Minnesota, National Agation, as Eligible Lender Trustee, Zions Firstibiaal Bank, as
Trustee, Thunder Bay Funding Inc., as Lender, amyhRBank of Canada, as Facility Agent and Alteeragénder, dated
as of April 28, 2003

Warehouse Note Purchase and Security Agreementgaielnet Education Loan Funding, as Borrower, Wedsgo
Bank Minnesota, National Association, as Trustee|l$\Fargo Bank Minnesota, National AssociationEhgible
Lender Trustee, Quincy Capital Corporation, as Bafrikmerica Conduit Lender, Bank of America, N.As, Bank of
America Alternate Lender, Bank of America, N.A.,Bank of America Facility Agent, Gemini Securitizat Corp., as
Deutsche Bank Conduit Lender, Deutsche Bank AG, Mevk Branch, as Deutsche Bank Alternate LendentBehe
Bank AG, New York Branch, as Deutsche Bank Fachigent, Barton Capital Corporation, as Societe GareConduit
Lender, Societe Generale, as Societe GeneralenAttet.ender, Societe Generale, as Societe Gertaaaility Agent,
and Bank of America, N.A., as Administrative Agetfated as of May 1, 200

Credit Agreement, dated as of January 11, 2002nbyamong Nelnet Loan Services, Inc. (subsequesnigmed Nelne
Inc.), Nelnet, Inc. (subsequently renamed Natid@dication Loan Network, Inc.) and Bank of AmerilsigA\.
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Exhibit

No. Description

10.18% First Amendment to Credit Agreement, dated as nfidey 24, 2003, by and among Nelnet Loan Servioes,
(subsequently renamed Nelnet, Inc.), Nelnet, Isgbgequently renamed National Education Loan Ndd¢woc.) and
Bank of America, N.A

10.19% Second Amendment to Credit Agreement and First Afrremt to Application and Agreement for Standby ¢ettf
Credit, dated as of August 18, 2003, by and amaatipNal Education Loan Network, Inc. (formerly knowas Nelnet,
Inc.), Nelnet, Inc. (formerly known as Nelnet Lo@ervices, Inc.) and Bank of America, N.

10.20t Security Agreement, dated as of January 11, 20p2nH between Nelnet Loan Services, Inc. (subseyuemamed
Nelnet, Inc.) and Bank of America, N..

10.21t Guaranty Agreement, dated as of January 11, 2602nt among Nelnet Loan Services, Inc. (subsequesttamed
Nelnet, Inc.), Nelnet, Inc. (subsequently renamatidthal Education Loan Network, Inc.), Nelnet Cagtmn
(subsequently renamed Nelnet Corporate Serviceg, Melnet Marketing Solutions, Inc., ClassCreliit,., Nelnet
Guarantee Services, Inc., InTuition, Inc., EFS, |IB€S Services, Inc., EFS Finance Co., GuaranT&dnd National
Higher Education Loan Program, It

10.22% Intercreditor Agreement, dated as of January 1@22By and among Farmers & Merchants Investment Bank of
America, N.A. and Nelnet, Inc. (subsequently rendNational Education Loan Network, Ini

10.23t Irrevocable Letter of Credit in the amount of $8IMMO0, dated as of May 23, 2003, by and betweédnelenc.
(subsequently renamed National Education Loan Nétwnoc.) and Bank of America, N./

10.24% Continuing Guaranty, dated as of May 23, 2003, iy lzetween Nelnet Loan Services, Inc. (subsequesrigmed
Nelnet, Inc.) and Bank of America, N..

10.2&t Agreement Between 5280 Solutions and Nelnet/Unigated as of April 12, 200

10.2€t Employment Contract, dated as of May 1, 2001, lay/tzetween NHELP, Inc. and Richard H. Piel

10.27% Marketing Expense Reimbursement Agreement, dated dmnuary 1, 1999, by and between Union BankTaodt
Company and National Education Loan Network,

10.28%1 First Amendment of Marketing Expense Reimbursememneement, dated as of April 1, 2001, by and betwédeion
Bank and Trust Company and NELnet, Inc. (f/k/a bl Education Loan Network, Inc.) (subsequenthareed
National Education Loan Network, Inc

10.29% Second Amendment of Marketing Expense Reimbursegmement, dated as of December 21, 2001, by atvelen
Union Bank and Trust Company and NELnet, Inc. &§Mational Education Loan Network, Inc.) (subsedyeenamed
National Education Loan Network, Inc

10.30F Amended and Restated Participation Agreement, degted June 1, 2001, by and between NELnet, Inbs@quently
renamed National Education Loan Network, Inc.) &imibn Bank and Trust Compar

10.311 First Amendment of Amended and Restated Partidpatigreement, dated as of December 19, 2001, byatvdeen
Union Bank and Trust Company and NELnet, Inc. (egbently renamed National Education Loan Netwank,)|

10.32% Second Amendment of Amended and Restated Partmipagreement, dated as of December 1, 2002, bybahdeen
Union Bank and Trust Company and Nelnet, Inc. &MELnet, Inc.) (subsequently renamed National Btoo Loan
Network, Inc.)

10.331 Alternative Loan Participation Agreement, datedfdune 29, 2001, by and between NELnet, Inc. @yhantly
renamed National Education Loan Network, Inc.) Bimibn Bank and Trust Compar

10.34% Amended and Restated Agreement, dated as of Jahya®p9, by and between Union Bank and Trust Camypad

National Education Loan Network, In
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Exhibit

No. Description
10.35% Agreement to Amend, dated as of April 1, 2001, gt between NELnet, Inc. (f/k/a/ National Educatiaran Network,
Inc.) (subsequently renamed National Education datwork, Inc.) and Union Bank and Trust Compamejating to th:
Amended and Restated Agreement dated as of Jahua®@9.
10.3671 Guaranteed Purchase Agreement, dated as of Mar@0@®, by and between NELnet, Inc. (subsequeatipmed
National Education Loan Network, Inc.) and UniomBand Trust Compan
10.37t First Amendment of Guaranteed Purchase Agreematedds of February 1, 2002, by and between NELmet,
(subsequently renamed National Education Loan Nétwnc.) and Union Bank and Trust Compa
10.38% Second Amendment of Guaranteed Purchase Agreedatat] as of December 1, 2002, by and between Nétfret
(f/k/a/ NELnet, Inc.) (subsequently renamed Natidf@ducation Loan Network, Inc.) and Union Bank amdst
Company.
10.391 Underwriting Agreement by and among Union FinanSiatvices-1, Inc., PaineWebber Incorporated andtter
underwriters listed on Schedule A thereto, datetw B0, 1999
1040t Indemnity Agreement, dated as of June 30, 1999 ngmiational Education Loan Network, Inc. (subsedlyeaenamed
Nelnet, Inc.), PaineWebber Incorporated, SalomoittSBarney Inc., Merrill Lynch, Pierce, Fenner & Bim
Incorporated and J.P. Morgan Securities
10417t Underwriting Agreement by and among NELNET Studesdn Corporation-2, PaineWebber Incorporated aadther
underwriters listed on Schedule A thereto, datedf&gay 24, 2000
10427t Indemnity Agreement, dated as of May 24, 2000, ajdNIPAC Service Corporation and PaineWebber Inoaied,
as representative for the underwriters listed dme8uale A of the Underwriting Agreement, dated Mdy 2000, betwee
NELNET Student Loan Corporati-2 and the underwriters party there
1043t Underwriting Agreement by and between NELNET Studeran Corporation-2, Credit Suisse First BostompBoation
and the other underwriters listed on Schedule Aetioe dated as of March 9, 20(
10.44% Indemnity Agreement, dated as of March 9, 2001, ragridNIPAC Service Corporation and Credit Suissstfioston
Corporation, as representative for the underwritstsd on Schedule A to the Underwriting Agreemeated March 9,
2001, between NELNET Student Loan Corpore-2 and the underwriters party there
10.45% Underwriting Agreement by and between NELNET Studeran Corporation-2, UBS PaineWebber Inc. andother
underwriters listed on Schedule A thereto, dateof @ugust 29, 2001
104671 Indemnity Agreement, dated August 29, 2001, amoN§RAC Service Corporation and UBS PaineWebber .,
representative for the underwriters listed on Sateed to the Underwriting Agreement, dated Augut 2001, among
NELNET Student Loan Corporati-2 and the underwriters party there
1047t Underwriting Agreement by and among NELNET Studsydn Corporation-2, J.P. Morgan Securities Inc. Badc of
America Securities LLC, dated as of March 20, 2(
10.48%t Indemnity Agreement, dated as of March 20, 200yragNelnet Loan Services, Inc. (subsequently redaNenet,
Inc.), Banc of America Securities LLC, as an undées, and J.P. Morgan Securities Inc., as an umder.
1049t Underwriting Agreement by and among Nelnet Studeain Funding, LLC, Banc of America Securities LLICR.
Morgan Securities Inc. and the other underwritistedl on Schedule A thereto, dated as of May 922
10.50F Indemnity Agreement, dated as of May 9, 2002, anfdelpet Loan Services, Inc. (subsequently renameddét, Inc.)

and Banc of America Securities LLC and J.P. Mor§anurities Inc, as representatives for the undevgrlisted on
Schedule A to the Underwriting Agreement, dated Mag2002, between Nelnet Student Loan Funding, Bh@ the
underwriters party theret
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Exhibit
No.

Description

10.51¢t

10.52t

10.53t

10.54t

10.55t

10.56t

10.57t

10.58t

10.59t

10.60t

10.61t
10.62%
10.63t
10.64t

10.65t

Underwriting Agreement by and among Nelnet Studean Funding, LLC, J.P. Morgan Securities Inc., iy
Stanley & Co. Incorporated and the other undervgilisted on Schedule A thereto, dated as of Sdpte@6, 2002
Indemnity Agreement, dated as of September 26, ,2882ng Nelnet Loan Services, Inc. (subsequentigmed Nelne
Inc.), and J.P. Morgan Securities Inc. and Morgami8y & Co. Incorporated, as representatives efuthderwriters
listed on Schedule A to the Underwriting Agreemelated as of September 26, 2002, between Nelndeftil.oan
Funding, LLC and the underwriters party ther

Underwriting Agreement by and among Nelnet Studleain Funding, LLC, Deutsche Bank Securities Inan@&of
America Securities LLC and the other underwritestetl on Schedule A thereto, dated as of JanuargGts.
Indemnity Agreement, dated as of January 29, 280®&ng Nelnet Loan Services, Inc. (subsequentlynedaNelnet,
Inc.) and Banc of America Securities LLC and DelgsBank Securities Inc., as representatives ofititerwriters liste
on Schedule A to the Underwriting Agreement, dai@auary 29, 2003, among Nelnet Student Loan Funding and
the underwriters party theret

Underwriting Agreement by and among Nelnet Educatioan Funding, Inc., Banc of America Securitie<0L.and
Deutsche Bank Securities Inc., dated as of JURDO3.

Indemnity Agreement, dated as of July 9, 2003, agridelnet Loan Services, Inc. (subsequently renaNeddet, Inc.),
and Banc of America Securities LLC and DeutschekBaecurities Inc., as representatives of the undiemg listed on
Schedule A to the Underwriting Agreement, dateg¢ 92003, among Nelnet Education Loan Funding, &mcl the
underwriters party theret

Underwriting Agreement by and among Nelnet Studean Funding, LLC, J.P. Morgan Securities Inc., iyar
Stanley & Co. Incorporated and the other underwgilisted on Schedule A thereto, dated as of J&Jy2003.
Indemnity Agreement, dated as of July 16, 2003, ragridelnet Loan Services, Inc. (subsequently renaxetdet, Inc.),
and J.P. Morgan Securities Inc. and Morgan Sta&l&p. Incorporated, as representatives of the umdears listed on
Schedule A to the Underwriting Agreement, dateg 16, 2003, among Nelnet Student Loan Funding, &b@ the
underwriters party theret

Trust Agreement, dated as of April 1, 2001, amoid. NET Student Loan Corporation-1, as Depositor, WERAC
LLC, as Depositor, NELnet, Inc. (subsequently reediNational Education Loan Network, Inc.), as Adistirator, The
Chase Manhattan Bank, as Collateral Agent, Notéd®tag and Note Paying Agent, and Wilmington Trdsmpany, as
Trustee, Certificate Registrar and Certificate Rgyhgent.

Trust Agreement, dated as of December 1, 2001, gratiT Corp., as Depositor, NELnet, Inc. (subseqyeenamed
National Education Loan Network, Inc.), as Admirasbr, JPMorgan Chase Bank, as Collateral Agente Registra
and Note Paying Agent, and Wilmington Trust CompasyTrustee, Certificate Registrar and Certifi¢zdging Agent
ISDA Master Agreement, dated as of August 20, 2091and between Bank of America, N.A., UNIPAC Seevi
Corporation and NELnet, Inc. (subsequently renaNatibnal Education Loan Network, Inc

ISDA Master Agreement, dated as of May 20, 2002ahy between JPMorgan Chase Bank, Nelnet, Incsésjutently
renamed National Education Loan Network, Inc.) Biethet Loan Services, Inc. (subsequently renamdddtldnc.)
ISDA Master Agreement, dated as of May 20, 2002ahy between Bank of America, N.A. and NELNET Shidevan
Trust 200-1.

ISDA Master Agreement, dated as of May 20, 2002arhy between JPMorgan Chase Bank and NELNET Stiidemt
Trust 200-1.

ISDA Master Agreement, dated as of October 8, 2692&nd between JPMorgan Chase Bank and NELNETeStud
Loan Trust 200-2.
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Exhibit
No.

Description

10.66t

10.67t

10.68*
10.69t

10.70t

10.71t
10.72t

10.73t

10.74t

10.75t

10.76t

10.77t

10.78t

10.79
10.80t

Interest Rate Swap Confirmation, dated as of Mgy2092, from Bank of America, N.A. to Nelnet, Iifsubsequently
renamed National Education Loan Network, Inc.) Biethet Loan Services, Inc. (subsequently renamédddtlidnc.),
relating to the ISDA Master Agreement among theesparties dated August 20, 20!

Interest Rate Swap Confirmation, dated as of May2R02, from JPMorgan Chase Bank to Nelnet, Indogequently
renamed National Education Loan Network, Inc.) Biethet Loan Services, Inc. (subsequently renamédddtidnc.),
relating to the ISDA Master Agreement among theesparties dated May 20, 20(

Interest Rate Swap Confirmation, dated as of May2R02, from JPMorgan Chase Bank to Nelnet Studeah Trust
200z-1, relating to the ISDA Master Agreement betweenghme parties dated May 20, 2C

Interest Rate Swap Confirmation, dated as of May2R02, from Bank of America, N.A. to Nelnet Stutlenan Trust
200z-1, relating to the ISDA Master Agreement betweaenghme parties dated May 20, 2C

Interest Rate Swap Confirmation, dated as of Oct8b2002, from JPMorgan Chase Bank to Nelnet, (suthbsequently
renamed National Education Loan Network, Inc.) Biethet Loan Services, Inc. (subsequently renamédddtidnc.),
relating to the ISDA Master Agreement among theesparties dated May 20, 20(

Interest Rate Swap Confirmation, dated as of Oct8b2002, from JPMorgan Chase Bank to Nelnet Studean Trust
200z-2, relating to the ISDA Master Agreement betweaengaime parties dated October 8, 2(

Interest Rate Swap Confirmation, dated as of O¢t8b2002, from JPMorgan Chase Bank to Nelnet Studean Trust
200z-2, relating to the ISDA Master Agreement betweansame parties dated October 8, 2(

Interest Rate Swap Confirmation, dated as of J&[y2R03, from Bank of America, N.A. to Nelnet, lifsubsequently
renamed National Education Loan Network, Inc.) Biethet Loan Services, Inc. (subsequently renamédddtidnc.),
relating to the ISDA Master Agreement among theesparties dated August 20, 20!

Cap Confirmation, dated as of July 30, 2003, frétividrgan Chase Bank to Nelnet, Inc. (subsequentigmed Nation:
Education Loan Network, Inc.), relating to the ISDaster Agreement among the same parties and Nedaet
Services, Inc. (subsequently renamed Nelnet, ttatgd May 20, 200:

Interest Rate Swap Confirmation, dated as of Aug8s2003, from JPMorgan Chase Bank to Nelnet, hetating to th
ISDA Master Agreement among the same parties amtelénc. (subsequently renamed National Educdtimam
Network, Inc.) dated May 20, 200

Interest Rate Swap Confirmation, dated as of AugGst003, from JPMorgan Chase Bank to Nelnet, hetating to th
ISDA Master Agreement among the same parties attelNénc. (subsequently renamed National Educdtimam
Network, Inc.) dated May 20, 200

Interest Rate Swap Confirmation, dated as of Aug8s2003, from JPMorgan Chase Bank to Nelnet, hetating to th
ISDA Master Agreement among the same parties amtelénc. (subsequently renamed National Educdtimsm
Network, Inc.) dated May 20, 200

Agreement For Use of Revolving Purchase Facilited as of January 1, 1999, by and between Uniok Bad Trust
Company and National Education Loan Network,

Nelnet, Inc. Executive Office’ Bonus Plan

First Amendment to Broker-Dealer Agreement amongtBehe Bank Trust Company Americas, as Auction Agen
Nelnet Student Loan Corporat-2, as Issuer, and Banc Of America Securities LA<CBroker-Dealer, relating to Nelnet
Student Loan Corporation-2 Taxable Student LoareABsacked Notes-$75,500,000 Senior Class 196@¥iction Ratt

Securitiess™ (ARS SM), dated as of October 1, 2003.
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Exhibit

No. Description

10.81t Termination of Cap Transaction, dated as of Octde2003, between JP Morgan Chase Bank and Néfiee

10.8271 Interest Rate Swap Confirmation Amended and Rastdeged as of October 24, 2003, from JP Morgars€Bank to
Nelnet, Inc., relating to the ISDA Master Agreemantong the same parties and Nelnet, Inc. (subséyguenamec
National Education Loan Network, Inc.) dated May 2002.

10.83 Share Retention Polic

10.84t Operating Agreement of FirstMark Services, LLC edbas of March 31, 200

10.85% Credit Agreement by and among Nelnet, Inc., Nafi&thucation Loan Network, Inc., M&l Marshall lisléank,
SunTrust Bank, First National Bank of Omaha anthFihird Bank, Indiana, dated as of September 263z

10.8671 Guaranty Agreement, by and among Charter Accouste®ys, Inc., ClassCredit, Inc., EFS, Inc., EFS i8esy Inc.,
GuaranTec, LLP, Idaho Financial Associates, Incluition, Inc., National Higher Educational LoaroBram, Inc.,
Nelnet Canada, Inc., Nelnet Corporation (subsedypestamed Nelnet Corporate Services, Inc.), NeBugrantes
Services, Inc., Nelnet Marketing Solutions, Indydgnt Partner Services, Inc., UFS Securities, Bh@ Shockley
Financial Corp., dated as of September 25, 2

1087t Security Agreement, dated as of September 25, 2808nd between Nelnet, Inc. and M&I Marshall &dlsBank, as
Agent.

10.8871 Security Agreement, dated as of September 25, 2808nd between National Education Loan Network, &md M&|
Marshall & lisley Bank, as Agen

10.891 Intercreditor Agreement, dated as of SeptembeR@83, by and among M&I Marshall & lisley Bank, Sun$t Bank,
First National Bank of Omaha, Fifth Third Bank, iawa and Bank of America, N.

10.90t Letter Agreement by and between Nelnet Educaticanliéunding, Inc. and Bank of America, N.A., date®&June 25,
2003, relating to the increase of the Warehouse Rotrchase and Security Agreement dated as of M2§0B.

1091t Letter Agreement by and between Nelnet Educaticanliéeunding, Inc. and Deutsche Bank AG, New YorkniBha
dated as of June 25, 2003, relating to the incretee Warehouse Note Purchase and Security Agreedated as of
May 1, 2003

10,921 Letter Agreement by and between Nelnet Educatienlieunding, Inc. and Societe Generale, dated dsraf 25, 2003,
relating to the increase of the Warehouse NoteHase and Security Agreement dated as of May 1,..

10.93%t Third Amendment to Credit Agreement, dated effecBeptember 26, 2003, by and among National Edurchtian
Network, Inc., Nelnet, Inc. and Bank of AmericaAN

10.94% Amendment to Application and Agreement for Stantbiter of Credit, Loan Purchase Agreements anddBtaStuder
Loan Purchase Agreements, dated effective Octahe2(D3, by and among National Education Loan Netwoc.,
Nelnet, Inc., Nelnet Education Loan Funding, Ifunjon Bank and Trust Company and Bank of America.!

10.95% Broker-Dealer Agreement by and among Bankers TCostpany, as Auction Agent, NELNET Student Loan
Corporation-2, as Issuer, and Banc of America SéesiLLC, as Broker-Dealer, relating to NELNET 8émt Loan
Corporation-2 Taxable Student Loan Asset-Backedd@100,000,000 Senior Class 2000A-12 Auction Rates and
$100,000,000 Senior Class 20(-13 Auction Rate Notes, dated as of June 1, 2

10.961 Broker-Dealer Agreement among Bankers Trust CompasiAuction Agent, NELNET Student Loan Corporatihras

Issuer, and Banc of America Securities LLC, as BrdBealer, relating to NELNET Student Loan Corpiora® Taxable
Student Loan Ass-Backed Note-$50,000,000 Senior Class 20C-2 Auction Rate Notes, dated as of February 1, 2
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1097t

10.98t

10.99t

10.100%

10.101t

10.102%

10.103%

10.104t

10.105t

10.106%

Broker-Dealer Agreement among Bankers Trust CompasiAuction Agent, NELNET Student Loan Corporatiyras
Issuer, and J.P. Morgan Securities Inc., as Br@lasler, relating to NELNET Student Loan Corporatibfiaxable
Student Loan Asset-Backed Notes-$100,000,000 Séiéms 2001A-6 Auction Rate Notes, dated as ofedeipér 1,
2001.

Broker-Dealer Agreement among Bankers Trust CompasiAuction Agent, NELNET Student Loan Corporatiyras
Issuer, and Banc of America Securities LLC, as BreRealer, relating to NELNET Student Loan Corpiana? Taxable
Student Loan Asset-Backed Notes-$100,000,000 Sé&iéms 2001A-5 Auction Rate Notes, dated as ofeSelper 1,
2001.

Broker-Dealer Agreement among Bankers Trust CompasiAuction Agent, NELNET Student Loan Corporatigras
Issuer, and J.P. Morgan Securities Inc., as Br@lasler, relating to NELNET Student Loan Corporatiomaxable
Student Loan Asset-Backed Notes-$48,300,000 Séhass 1996A-2 Auction Rate Securit®$(ARS SM), dated as of
February 11, 200:

Broker-Dealer Agreement among Bankers Trust CompasiAuction Agent, NELNET Student Loan Corporatigras
Issuer, and J.P. Morgan Securities Inc., as Br@lasler, relating to NELNET Student Loan Corporatiomaxable

Student Loan Asset-Backed Notes-$100,000,000 Séiams 1998A-10 Auction Rate Securitf®$(ARS SM),
$100,000,000 Senior Class 1998A-11 Auction Ratei@@sSM (ARS SM) and $100,000,000 Senior Class 1998A-12

Auction Rate Securitie?¥ (ARS SM), dated as of February 11, 2002.

Broker-Dealer Agreement among Bankers Trust CompasiAuction Agent, NELNET Student Loan Corporatiyras
Issuer, and J.P. Morgan Securities Inc., as Br@lesler, relating to NELNET Student Loan Corporatibfiaxable
Student Loan Asset-Backed Notes-$100,000,000 Sé&i#ms 2001A-7 Auction Rate Notes, dated as of izelprll,
2002.

Broker-Dealer Agreement among Bankers Trust CompasiAuction Agent, NELNET Student Loan Corporatiyras
Issuer, and J.P. Morgan Securities Inc., as Br@lasler, relating to NELNET Student Loan Corporatibfiaxable
Student Loan Asset-Backed Notes-$50,000,000 Sérass 2000A-3 Auction Rate Notes, $50,000,000 $enio
Class 2000A-4 Auction Rate Notes, $75,000,000 3edimss 2000A-8 Auction Rate Notes and $100,000@tior
Class 2000-14 Auction Rate Notes, dated as of February 1122

Broker-Dealer Agreement among Bankers Trust CompasiAuction Agent, NELNET Student Loan Corporatiyras
Issuer, and Banc of America Securities LLC, as BreRealer, relating to NELNET Student Loan Corpiana? Taxable
Student Loan Asset-Backed Notes-$70,500,000 Sé&iass 2002A-1 Auction Rate Notes, $70,500,000 Senio
Class 2002A-2 Auction Rate Notes, $70,500,000 3ddimss 2002A-3 Auction Rate Notes and $70,5008&@or
Class 2002-4 Auction Rate Notes, dated as of March 1, 2|

Broker-Dealer Agreement among Bankers Trust CompasiAuction Agent, NELNET Student Loan Corporatiyras
Issuer, and J.P. Morgan Securities Inc., as Br@lasler, relating to NELNET Student Loan Corporatibfiaxable
Student Loan Asset-Backed Notes-$100,000,000 S@&iams 2002A-5 Auction Rate Notes, $100,000,000d8en
Class 2002A-6 Auction Rate Notes and $82,000,00008€lass 2002A-7 Auction Rate Notes, dated adarfch 1,
2002.

Broker-Dealer Agreement among Bankers Trust CompasiAuction Agent, NELNET Student Loan Corporatiyras
Issuer, and J.P. Morgan Securities Inc., as Br@lasler, relating to NELNET Student Loan Corporatibfiaxable
Student Loan Ass-Backed Note-$50,000,000 Senior Class 20C-2 Auction Rate Notes, dated as of March 19, 2
Broker-Dealer Agreement among Bankers Trust CompasiAuction Agent, NELNET Student Loan Corporatiyras
Issuer, and J.P. Morgan Securities Inc., as Br@lasler, relating to NELNET Student Loan Corporatibfiaxable
Student Loan Ass-Backed Note-$50,000,000 Senior Class 20C-7 Auction Rate Notes, dated as of April 1, 2C
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10.107%

10.108%

10.109%

10.110%

10.111%

10.112%

10.113t

10.114%

10.115%

Amended and Restated Broker-Dealer Agreement abengsche Bank Trust Company Americas, as Auctioanig
NELNET Student Loan Corporati-2, as Issuer, and J.P. Morgan Securities IncU#f Securities, L.L.C., as Co-
Broker-Dealers, relating to NELNET Student Loan @oation-2 Taxable Student Loan Asset-Backed Notes-
$100,000,000 Senior Class 20(-6 Auction Rate Notes, dated as of August 1, 2

Broker-Dealer Agreement among Deutsche Bank Trostgany Americas, as Auction Agent, NELNET Studeodmn
Corporation-1, as Issuer, and Banc of America SéesiLLC, as Broker-Dealer, relating to NELNET 8émt Loan
Corporation-1 Taxable Student Loan Asset-Backeddt@8,300,000 Senior Auction Rate Class 1996&uction Rate

SecuritiessM (ARS SM), $73,700,000 Senior Auction Rate Class 1996A-8tibm Rate SecuritiegV (ARS SM) and

$54,300,000 Senior Auction Rate Class 1996A-4 AwcRate Securitied” (ARS SM), dated as of October 15, 2002.
Broker-Dealer Agreement among Deutsche Bank Trostgany Americas, as Auction Agent, NELNET Studeodmn
Corporation-1, as Issuer, and Banc of America SéesiLLC, as Broker-Dealer, relating to NELNET 8émt Loan
Corporation-1 Taxable Student Loan Asset-Backe@8i$75,500,000 Senior Class 1996A-6 Auction Rate@eesSM

(ARSSM) dated as of October 15, 2002.

Broker-Dealer Agreement by and among Deutsche Bangt Company Americas, as Auction Agent, NELNETid&int
Loan Corporation-1, as Issuer, and Banc of AmeBieeurities LLC, as Broker-Dealer, relating to NELN&tudent
Loan Corporation-1 Taxable Student Loan Asset-Bddktetes- $70,000,000 Subordinate Class 1998B-5idu®ate
SecuritiessM (ARS SM), dated as of October 15, 2002.

Broker-Dealer Agreement among Deutsche Bank Trostgany Americas, as Auction Agent, NELNET Studeodmn
Corporation-1, as Issuer, and J.P. Morgan Secsifitie. and UFS Securities, L.L.C., as Co-Broker{Bxesarelating to
NELNET Student Loan Corporati-1 Taxable Student Loan Asset-Backed Notes-$700000Senior Class 1999A-13
Auction Rate Certificate Notes (ARCs), $70,000,@@hior Class 1999A-14 Auction Rate Certificate Ndq#RCs),
$70,000,000 Senior Class 1999A-15 Auction Rateiftzte Notes (ARCs) and $68,700,000 Senior CI289A-16
Auction Rate Certificate Notes (ARCs), dated a®ofober 15, 200z

Broker-Dealer Agreement among Deutsche Bank Trostgany Americas, as Auction Agent, NELNET Studeodmn
Corporation-2, as Issuer, and J.P. Morgan Secsifitie. and UFS Securities, L.L.C., as Co-Broker{Bxesarelating to
NELNET Student Loan Corporati-2 Taxable Student Loan Asset-Backed Notes-$500000Subordinate Class B-1
Auction Rate Notes, dated as of October 15, 2

Broker-Dealer Agreement among J.P. Morgan Secsiitie. and UFS Securities, L.L.C., as Co-Broker{Besa and
Deutsche Bank Trust Company Americas, as Auctioamgelating to $90,900,000 MELMAC LLC, Senior &t
Loan Revenue Bonds Series 1994A-1, 1994A-2 and A@P@Auction Rate Securitie3V "), dated as of October 15,
2002.

Broker-Dealer Agreement among J.P. Morgan Secsiiitie. and UFS Securities, L.L.C., as Co-Broker{Bxeaand
Deutsche Bank Trust Company Americas, as Auctioamgelating to $100,000,000 MELMAC LLC Senior &t
Loan Revenue Bonds Series 1996A-1 and 1996A-2 (tidndRate Securitie¥™”), dated as of October 15, 2002.
Broker-Dealer Agreement among Deutsche Bank Trostgany Americas, as Auction Agent, NELNET Studeodmh
Corporation-2, as Issuer, and J.P. Morgan Secsifitie. and UFS Securities L.L.C., as Co-Broker-Besilrelating to
NELNET Student Loan Corporati-2 Taxable Student Loan Asset-Backed Notes-$370B00Subordinate

Class 2001B-1 Auction Rate Notes and $37,500,0@@@linate Class 2001B-Auction Rate Notes, dated as of Octc
15, 2002.
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Description

10.116%

10.117t

10.118%

10.119t

10.120%

10.121t

10.122%

10.123t

10.124%

10.125%

Broker-Dealer Agreement by and among J.P. Morgaui8es Inc. and UFS Securities, L.L.C., as Cok&mDealers,
and Deutsche Bank Trust Company Americas, as Aué&gent, relating to $100,000,000 MELMAC LLC Senior

Student Loan Revenue Bonds Series 1997A-1 and“A«&:tion Rate Securitie$”) and $80,300,000 MEMAC LLC

Senior Student Loan Revenue Bonds Series 1999A1Agh (“Auction Rate Securitie¥"”), dated as of October 15,
2002.

Broker-Dealer Agreement by and among J.P. Morgai@es Inc. and UFS Securities, L.L.C., as Co¥&mDealers,
and Deutsche Bank Trust Company Americas, as Auétgent, relating to $19,700,000 MELMAC LLC Senttuden
Loan Revenue Bonds (Taxable Auction Rate SecuriBesies 1999A-3, Auction Rate Securities matubegember 1,
2029, dated as of October 15, 20

Broker-Dealer Agreement among Deutsche Bank Trosti&any Americas, as Auction Agent, and J.P. Morgan
Securities Inc. and UFS Securities L.L.C., as BrdBealer, relating to $350,000,000 EMT Corp. Studeyan Asset-
Backed Notes-1998 Senior Series A-1, 1998 Senine$SA-2, 1998 Senior Series A-3, 1998 Senior Sehid and 199
Senior Subordinate Series B, dated as of Octohe2d(®.

Broker-Dealer Agreement between Deutsche Bank T@ostpany Americas, as Auction Agent, and Banc okfioa
Securities LLC, as Broker-Dealer, relating to $008,000 EMT Corp. Student Loan Asset-Backed No8391Senior
Series /7, 1999 Senior Series-8 and 1999 Senior Serie«-9, dated as of October 15, 20!

Broker-Dealer Agreement among Deutsche Bank Trosti&any Americas, as Auction Agent, and J.P. Morgan
Securities Inc. and UFS Securities, L.L.C., as @okBr-Dealers, relating to EMT Corp. Student Loassét-Backed
Auction Rate Notes-$70,000,000 2000 Senior Serid9 A$70,000,000 2000 Senior Series A-11, $70,@I0AD00
Senior Series -12 and $15,000,000 2000 Senior Subordinate Se-2, dated as of October 15, 20i

Broker-Dealer Agreement between Deutsche Bank T@ostpany Americas, as Auction Agent, and Banc offioa
Securities LLC, as Broker-Dealer, relating to EMarg. $50,000,000 2000 Senior Series A-13 and $5000@ 2000
Senior Series -14, dated as of October 15, 20

Broker-Dealer Agreement among Deutsche Bank Trosti&any Americas, as Auction Agent and J.P. Morgan
Securities Inc. and UFS Securities, L.L.C., as CokBr-Dealers, relating to EMT Corp. $98,000,000@0 Senior
Series A-16, $98,000,000 2000-I Senior Series A$98,000,000 2000-1 Senior Series A-18, $98,000WID-| Senior
Series A-19, $98,000,000-2000-1 Senior Series Ax2f) $48,000,000 2000-1 Senior Subordinate Seridsdated as of
October 15, 200z

Broker-Dealer Agreement between Deutsche Bank T@ostpany Americas, as Auction Agent, and Banc okfioa
Securities LLC, as Broker-Dealer, relating to EM@r@. Student Loan Asset Backed Auction Rate Note&90,000
200(-I Senior Series -21 and $49,000,000 20-1 Senior Series -22, dated as of October 15, 20

Broker-Dealer Agreement among Deutsche Bank Trostgany Americas, as Auction Agent, NELNET Studeodin
Corporation-1, as Issuer, and J.P. Morgan Secsitfitie. and UFS Securities, L.L.C., as Broker-Dealgating to
NELNET Student Loan Corporati-1 Taxable Student Loan Asset-Backed Notes-$480800Senior Auction Rate
Class 1996A-2 Auction Rate Securit®$(ARS SM), dated as of November 1, 2002.

Broker-Dealer Agreement by and among Deutsche Bangt Company Americas, as Auction Agent, NELNETid&int
Loan Corporation-1, as Issuer, and J.P. Morgan8&=ulnc. and UFS Securities, L.L.C., as Co-Bmekealers,
relating to NELNET Student Loan Corporation-1 TdraBtudent Loan Asset-Backed Notes-$100,000,00®b6en

Class 1998A-10 Auction Rate Securit$(ARS SM), $100,000,000 Senior Class 1998A-11 Auction Feateurities™™

(ARS SM) and $100,000,000 Senior Class 1998A-12 Auctiote Bacuritie$M (ARS SM), dated as of November 1,
2002.
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Description

10.126%

10.127%

10.128t

10.129%

10.130%

10.131f

10.132%

10.133f

10.134%

Broker-Dealer Agreement among Deutsche Bank Trostgany Americas, as Auction Agent, NELNET Studeodmn
Corporation-2, as Issuer, and J.P. Morgan Secsitfitie. and UFS Securities, L.L.C., as Co-BrokeriBearelating to
NELNET Student Loan Corporati-2 Taxable Student Loan Asset-Backed Notes-$1000000Senior Class 2001A-7
Auction Rate Notes, dated as of November 1, 2

Broker-Dealer Agreement among Deutsche Bank Trostgany Americas, as Auction Agent, NELNET Studeodmn
Corporation-2, as Issuer, and J.P. Morgan Secsifitie. and UFS Securities, L.L.C., as Co-Broker{Bxesarelating to
NELNET Student Loan Corporati-2 Taxable Student Loan Asset-Backed Notes-$500000Senior Class 2001A-2
Auction Rate Notes, dated as of November 1, 2

Broker-Dealer Agreement among Deutsche Bank Trostgany Americas, as Auction Agent, NELNET Studeoah
Corporation-2, as Issuer, and J.P. Morgan Secsitfitie. and UFS Securities, L.L.C., as Co-BrokeriBearelating to
NELNET Student Loan Corporati-2 Taxable Student Loan Asset-Backed Notes-$1000000Senior Class 2002A-5
Auction Rate Notes and $82,000,000 Senior Clas&-7 Auction Rate Notes, dated as of November 1, 2
Broker-Dealer Agreement between Deutsche Bank Tastpany Americas, as Auction Agent, and Banc oeAoa
Securities LLC, as Broker-Dealer, relating to Nél&ducation Loan Funding, Inc. Student Loan Assatk&d Notes-
$100,000,000 Senior Class 2003A-2 Auction Rate $/&#&00,000,000 Senior Class 2003A-4 Auction Rate$
$75,000,000 Senior Class 2003A-6 Auction Rate N&@5,000,000 Senior Class 2003A-8 Auction Rateellot
$75,000,000 Senior Class 2003A-10 Auction Rate $/&&5,000,000 Senior Class 2003A-12 Auction Rateedand
$15,000,000 Subordinate Class 20-2 Auction Rate Notes, dated as of June 1, 2

Broker-Dealer Agreement among Deutsche Bank Trostiany Americas, as Auction Agent, and J.P. Morgan
Securities Inc. and UFS Securities L.L.C., as CokBr-Dealers, relating to Nelnet Student Loan TA@§3-2 Student
Loan Asset-Backed Notes-$95,000,000 Senior ClaSsMuction Rate Notes, $95,000,000 Senior ClassAsétion
Rate Notes and $25,885,000 Subordinate Class BdkuBate Notes, dated as of July 1, 2(

First Amendment to Brokdbealer Agreement between Deutsche Bank Trust Coynpaarericas, as Auction Agent, a
Banc of America Securities LLC, as Broker-Dealetating to Nelnet Education Loan Funding, Inc. &ntd_oan Asset-
Backed Notes-$100,000,000 Senior Class 2003A-2idu&ate Notes, $100,000,000 Senior Class 2003Ation
Rate Notes, $75,000,000 Senior Class 2003A-6 AndRiate Notes, $75,000,000 Senior Class 2003A-8idu®ate
Notes, $75,000,000 Senior Class 20-10 Auction Rate Notes, $75,000,000 Senior Clag82a12 Auction Rate Note
and $15,000,000 Subordinate Class 2(-2 Auction Rate Notes, dated as of October 1, 2

First Amendment to Brokdbealer Agreement between Deutsche Bank Trust Coynparericas, as Auction Agent, a
Banc of Americas Securities LLC, as Broker-Dealelating to Student Loan Asset Backed Auction Rétees-
$49,000,000 20C-I Senior Series -21 and $49,000,000 20-1 Senior Series -22, dated as of October 1, 20

First Amendment to Brokdbealer Agreement between Deutsche Bank Trust Coynpaarericas, as Auction Agent, a
Banc of America Securities LLC, as Broker-Dealelating to $175,000,000 EMT Corp. Student Loan A8seked
Note+1999 Senior Series-7, 1999 Senior Series-8 and 1999 Senior Series-9, dated October 1, 200

First Amendment to Brokdbealer Agreement between Deutsche Bank Trust Coynparericas, as Auction Agent, a
Banc of America Securities LLC, as Broker-Dealelating to EMT Corp. $50,000,000 2000 Senior Sehids3 and
$50,000,000 2000 Senior Serie-14, dated as of October 1, 20
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Exhibit
No.

Description

10.135%

10.136t

10.137t

21.1t
231

23.21
24.1t

First Amendment to Broker-Dealer Agreement amongtBehe Bank Trust Company Americas, as Auction Agen
NELNET Student Loan Corporati-1, as Issuer, and Banc of America Securities LA<Broker-Dealer, relating to
NELNET Student Loan Corporati-1 Taxable Student Loan Asset-Backed Notes-$480800Senior Auction Rate
Class 1996A-1 Auction Rate Securit$(ARS SM), $73,700,000 Senior Auction Rate Class 1996A-8tin Rate

Securities"™ (ARS SM) and $54,300,000 Senior Auction Rate Class 199@Asetion Rate Securitieg" (ARS SM),

dated as of October 1, 20(

First Amendment to Broker-Dealer Agreement amongtBehe Bank Trust Company Americas, as Auction Agen
Nelnet Student Loan Corporat-1, as Issuer, and Banc Of America Securities LACBroker-Dealer, relating to Nelnet
Student Loan Corporation-1 Taxable Student LoarefABacked Notes-$70,000,000 Subordinate Class 1:898Bction
Rate SecuritieSM (ARSSM), dated as of October 1, 2003.

First Amendment to Broker-Dealer Agreement amongtBehe Bank Trust Company Americas, as Auction Agen
Nelnet Student Loan Corporat-1, as Issuer, and Banc Of America Securities LA<CBroker-Dealer, relating to Nelnet
Student Loan Corporation-1 Taxable Student LoareABsicked Notes-$100,000,000 Senior Class 2001 Ax&idn

Rate Notes, dated as of October 1, 2(

Subsidiaries of Nelnet, In

Consent of KPMG LLP, Independent Audita

Consent of Perry, Guthery, Haase & Gessford, R.C.Q. (included in Exhibit 5.1)

Powers of Attorney authorizing execution of regitn statement on FormSen behalf of certain directors and offic
of Nelnet, Inc.

T Previously filed.
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UNDERWRITING AGREEMENT
, 2003

BANC OF AMERICA SECURITIES LLC

J.P. MORGAN SECURITIES INC.

CREDIT SUISSE FIRST BOSTON LLC
MORGAN STANLEY & CO. INCORPORATED
As Representatives of the several Underwriters

C/O

BANC OF AMERICA SECURITIES LLC
9 West 57th Street
New York, New York 1001¢

AND

J.P. MORGAN SECURITIES INC.
277 Park Avenue
New York, New York 1017:

Ladies and Gentlemen:

INTRODUCTORY. Nelnet, Inc., a Nebraska corporatfthre "Company), proposes to issue and sell todkeral underwriters named in
Schedule A (the "Underwriters") an aggregate of shares (the "Firm Common Shares") of its<C/a€ommon Stock, par value $0.
per share (the "Class A Common Stock"). In addjttbe Company has granted to the Underwriters géinmmfo purchase up to an additional
shares (the "Optional Common Share<C)a¥s A Common Stock, as providec
Section 2. The Firm Common Shares and, if anddeitent such option is exercised, the Optional @omShares are collectively called the
"Common Shares". The Class A Common Stock and tmepany's Class B Common Stock, par value $0.0%lmme, are collectively called
the "Common Stock". Banc of America Securities L{BAS") and J.P. Morgan Securities Inc. ("JPMSI&vk agreed to act as joint book-
running managers in connection with the offerind aale of the Common Shares and BAS, JPMSI, C&d#se First Boston LLC and
Morgan Stanley & Co. Incorporated have agreed t@aacepresentatives of the several Underwritarsych capacity, the "Representatives")
in connection with the offering and sale of the @oom Shares.

The Company and the Underwriters agree that up to _ of the Firm Common Shares to be purchasebdebynderwriters (the "Directed
Shares") shall be reserved for sale by the Undtsrio certain eligible directors, officers andpbomgees of the Company and persons having
business relationships with the Company (collettivibe "Participants"), as part of the distributiof the Common Shares by the
Underwriters (the "Directed Share Program™) sukfethe terms of this Agreement, the applicablesutegulations and interpretations of the
National Association of Securities Dealers, Ind afi



other applicable laws, rules and regulations. Cfrtae@Underwriters (the "Designated Underwriteifial be selected to process the sales to
the Participants under the Directed Share Progfanthe extent that such Directed Shares are ndy @@nfirmed for purchase by the
Participants by the end of the first business dtgy ¢he date of this Agreement, such Directed &hanay be offered to the public as part of
the public offering contemplated hereby.

The Company has prepared and filed with the Seesig@nd Exchange Commission (the "Commission"g&st&tion statement on Form S-1
(File No. 333-108070), which contains a form ofgpectus to be used in connection with the pubfierifg and sale of the Common Shares.
Such registration statement, as amended, inclutimdinancial statements and exhibits theretohéform in which it was declared effective
by the Commission under the Securities Act of 1888 the rules and regulations promulgated therauied#ectively, the "Securities Act"),
including any information deemed to be a part tokat the time of effectiveness pursuant to Rul@A8r Rule 434 under the Securities Act,
is called the "Registration Statement". Any regitm statement filed by the Company pursuant tie R62(b) under the Securities Act is
called the "Rule

462(b) Registration Statement", and from and dfterdate and time of filing of the Rule 462(b) Regition Statement, the term "Registration
Statement” shall include the Rule 462(b) RegisiraBtatement. Such prospectus, in the form firstlusy the Underwriters to confirm sale:
the Common Shares, is called the "Prospectus";igeedy however, if the Company has, with the consétite Representatives, elected to
upon Rule 434 under the Securities Act, the termaspectus” shall mean the Company's prospectusdubjcompletion (each, a
"preliminary prospectus") dated [ ] (such pretiary prospectus is called the "Rule 434 preliminaspectus"), together with the
applicable term sheet (the "Term Sheet") prepanedfited by the Company with the Commission undeteR 434 and 424(b) under the
Securities Act and all references in this Agreentertihe date of the Prospectus shall mean theoddk® Term Sheet. All references in this
Agreement to the Registration Statement, the R6EB) Registration Statement, a preliminary progpedhe Prospectus or the Term Sheet,
or any amendments or supplements to any of thgdamg, shall include any copy thereof filed witle tGommission pursuant to its Electronic
Data Gathering, Analysis and Retrieval System ("BRG.

The Company hereby confirms its agreements wittUthgerwriters as follows:
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SECTION 1. REPRESENTATIONS AND WARRANTIES.
The Company hereby represents, warrants and cotgetta@ach Underwriter as follows:

(a) Compliance with Registration Requirements. Registration Statement and any Rule 462(b) Regjistr&tatement have been declared
effective by the Commission under the Securities Abe Company has complied to the Commissionisfaation with all requests of the
Commission for additional or supplemental inforraatiNo stop order suspending the effectivenesseoRegistration Statement or any Rule
462(b) Registration Statement is in effect and ma@edings for such purpose have been institutedeopending or, to the knowledge of the
Company, are contemplated or threatened by the Gssron.

Each preliminary prospectus and the Prospectus Willeeihcomplied in all material respects with thecBrities Act and, if filed by electronic
transmission pursuant to EDGAR (except as may bmited by Regulation S-T under the Securities AeBs identical to the copy thereof
delivered to the Underwriters for use in connectigth the offer and sale of the Common Shares. Edfthe Registration Statement, any F
462(b) Registration Statement and any post-effed@iwendment thereto, at the time it became effeetind at all subsequent times, complied
and will comply in all material respects with thec8rities Act and did not and will not contain amtrue statement of a material fact or omit
to state a material fact required to be statecether necessary to make the statements thereimistgading. The Prospectus, as amended or
supplemented, as of its date and at all subsedjnged, did not and will not contain any untrue estaént of a material fact or omit to state a
material fact necessary in order to make the setsitherein, in the light of the circumstancesanwhich they were made, not misleading.
The representations and warranties set forth itvileemmediately preceding sentences do not afp$tatements in or omissions from the
Registration Statement, any Rule 462(b) Registnaitatement, or any post-effective amendment theoetthe Prospectus, or any
amendments or supplements thereto, made in religmme and in conformity with information relating any Underwriter furnished to the
Company in writing by the Representatives exprefslyise therein. There are no contracts or otbeuchents required to be described in the
Prospectus or to be filed as exhibits to the Reggish Statement which have not been describeiear ds required.

(b) Offering Materials Furnished to UnderwriterfieTCompany has delivered to each Representativeanplete manually signed copy of
the Registration Statement and of each consententificate of experts filed as a part thereof, aodformed copies of the Registration
Statement (without exhibits) and preliminary pragpses and the Prospectus, as amended or suppéshmiensuch quantities and at such
places as the Representatives have reasonablysteduder each of the Underwriters.

(c) Distribution of Offering Material By the CompanThe Company has not distributed and will notribsite, prior to the later of the Second
Closing Date (as defined below) and the completibtihe Underwriters' distribution of the Common &fsa any offering material in
connection with the offering and sale of the ComrBbiares other than a preliminary prospectus, thegectus or the Registration Statement.
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(d) The Underwriting Agreement. This Agreement basn duly authorized, executed and delivered by jsa valid and binding agreement
of, the Company, enforceable in accordance witteit®is, except as rights to indemnification andigbuation hereunder may be limited by
applicable law and except as the enforcement henagfbe limited by bankruptcy, insolvency, reorgation, moratorium or other similar
laws relating to or affecting the rights and renesdif creditors or by general equitable principles.

(e) Authorization of the Common Shares. The Com@lares to be purchased by the Underwriters fronCtimapany have been duly
authorized for issuance and sale pursuant to thieément and, when issued and delivered by the @oynpursuant to this Agreement, will
be validly issued, fully paid and nonassessablevédlid@donform to the description thereof in the Bpectus. The issuance of the Common
Shares is not subject to any preemptive or simidgats.

(f) No Applicable Registration or Other Similar Rig. There are no persons with registration orragheilar rights to have any equity or debt
securities registered for sale under the Registie8itatement or included in the offering contengaldiy this Agreement except for such ri
as have been duly waived.

(g) No Material Adverse Change. Except as otherdiselosed in the Prospectus, subsequent to thectige dates as of which informatiol
given in the Prospectus: (i) there has been normabtglverse change, or any development that caalsonably be expected to result in a
material adverse change, in the condition, findrarimtherwise, or in the earnings, business, djzers or prospects, whether or not arising
from transactions in the ordinary course of businesthe Company and its subsidiaries, considassahe entity (any such change is called a
"Material Adverse Change"); (ii) the Company argdsitibsidiaries, considered as one entity, havennotred any material liability or
obligation, indirect, direct or contingent, notthre ordinary course of business or entered intonaagrial transaction or agreement not in the
ordinary course of business; (iii) there has bedinidend or distribution of any kind declaredichar made by the Company on any class of
its capital stock or repurchase or redemption leyGbmpany of any class of its capital stock; amyttie Company and its subsidiaries have
not sustained any material loss or interferench Wieir respective businesses from fire, explodiood, earthquake, accident or other
calamity, whether or not covered by insurance.

(h) Independent Accountants. KPMG LLP, who haveresged their opinion with respect to the finanstatements (which term as used in
this Agreement includes the related notes thefééan) with the Commission as a part of the Regt&iraStatement and included in the
Prospectus, are, to the knowledge of the Compawy dfie inquiry, independent public accountantegsired by the Securities Act.

(i) Preparation of the Financial Statements. Tharftial statements filed with the Commission aara @f the Registration Statement and
included in the Prospectus conform in all mate®abects to the requirements of the SecuritiesaAdtpresent fairly in all material respects
the consolidated financial position of the Compangyl its subsidiaries as of and at the dates ireticand the results of their operations and
cash flows for the periods specified. Such findngt@ements have been prepared in conformity gétierally accepted accounting principles
applied on a consistent basis throughout the pgiibgblved, except as may be expressly statedithé¥e other financial statements or
supporting schedules are required to be includ¢ddrRegistration Statement. The financial datdas#t in the Prospectus under the captions
"Prospectus Summary--Summary Consolidated



Financial Data", "Selected Consolidated FinanciafldD and "Capitalization" fairly present the infation set forth therein on a basis
consistent with that of the audited financial staats contained in the Registration Statement.

() Incorporation and Good Standing of the Compangt its Subsidiaries. Each of the Company andiltsidiaries has been duly incorpore
and, to the extent a subsidiary is a corporat®ralidly existing as a corporation in good stagdinder the laws of the jurisdiction of its
incorporation and has corporate power and authtwitwn, lease and operate its properties andndwd its business as described in the
Prospectus and, in the case of the Company, to embdeand perform its obligations under this Agremnt. Each of the Company and each
subsidiary is duly qualified as a foreign corparatto transact business and is in good standiegéah other jurisdiction in which such
qualification is required, whether by reason of dership or leasing of property or the condudbudiness, except for such jurisdictions
where the failure to so qualify or to be in goaaingting would not, individually or in the aggregatsult in a Material Adverse Change. All
the issued and outstanding capital stock of eabhidiary has been duly authorized and validly idsigfully paid and nonassessable and,
except for minority interests in certain subsidiariis owned by the Company, directly or througbsgliaries, free and clear of any security
interest, mortgage, pledge, lien, encumbranceasmclThe Company does not own or control, direatljndirectly, any corporation,
association or other entity other than the subsatdisted in Exhibit 21.1 to the Registrationt8taent.

(k) Capitalization and Other Capital Stock Matt€he authorized, issued and outstanding capitaksibthe Company is as set forth in the
Prospectus under the caption "Capitalization" (othan for subsequent issuances, if any, pursoagrployee benefit plans described in the
Prospectus). The outstanding Common Stock conforrah material respects to the description theftained in the Prospectus. All of the
issued and outstanding shares of Common Stock e duly authorized and validly issued, are fpHyd and nonassessable and have been
issued in compliance with federal and state sdesridws. None of the outstanding shares of Com&took was issued in violation of any
preemptive rights, rights of first refusal or otlsamnilar rights to subscribe for or purchase se@giof the Company. There are no authorized
or outstanding options, warrants, preemptive rigtghts of first refusal or other rights to purskaor equity or debt securities convertible

or exchangeable or exercisable for, any capitakstd the Company or any of its subsidiaries othan those described in the Prospectus
description of the Company's employee stock puesipéen set forth in the Prospectus accurately aimly fpresents the information required

to be shown with respect to such plan.

() No Prior Sales of Common Stock. Except as deedrin the Registration Statement, the Companynbésold, issued or distributed any
shares of Common Stock during the six-month pepiededing the date hereof, including any salesyauntsto Rule 144A under, or
Regulations D or S of, the Securities Act.

(m) Stock Exchange Listing. The Common Shares baes approved for listing on the New York Stock l&ge, subject only to official
notice of issuance.

(n) Non-Contravention of Existing Instruments; Narther Authorizations or Approvals Required. Neittiee Company nor any of its
subsidiaries is in violation of its charter or lawis or is in default (or, with the giving of notioelapse of time, would be in default)
("Default") under any indenture, mortgage, deetfust, loan or credit agreement, note, contraafjdhise, lease or other instrument to which
the



Company or any of its subsidiaries is a party omwch it or any of them may be bound, or to whaety of the property or assets of the
Company or any of its subsidiaries is subject (eanHExisting Instrument"), except for such Detauals would not, individually or in the
aggregate, result in a Material Adverse Change.ddmapany's execution, delivery and performancéisfAgreement and consummation by
the Company of the transactions contemplated heaatyby the Prospectus (i) have been duly authibhiyeall necessary corporate action on
the part of the Company and will not result in aflation of the provisions of the charter or byvkaof the Company or any of its
subsidiaries, (ii) will not conflict with or constite a breach of, or Default under, or result i ¢heation or imposition of any lien, charge or
encumbrance upon any property or assets of the @aynpr any of its subsidiaries pursuant to, or iregine consent of any other party to,
Existing Instrument, except for such conflicts,diriees, Defaults, liens, charges or encumbranoasuasl not, individually or in the
aggregate, result in a Material Adverse Change(@havill not result in any violation of any lawgdministrative regulation or administrative
or court decree applicable to the Company or antsafubsidiaries, except for such violations asimot, individually or in the aggregate,
result in Material Adverse Change. No consent, @aygdr authorization or other order of, or registmat qualification or filing with, any court
or other governmental or regulatory authority oeragy is required for the Company's execution, égjiand performance of this Agreement
and consummation by the Company of the transactiontemplated hereby and by the Prospectus, ezoeptas have been obtained or
by the Company and are in full force and effectarrttie Securities Act, applicable state securdidslue sky laws and from the NASD.

(o) No Material Actions or Proceedings. There ardagal or governmental actions, investigationgssur proceedings pending or threatened
or, to the Company's knowledge, contemplated @ra or affecting the Company or any of its sulasids, (ii) which has as the subject
thereof any executive officer or director of, ooperty owned or leased by, the Company or anysdaftibsidiaries or (iii) relating to
environmental or discrimination matters, whererng auch case (A) there is a reasonable possilfiiysuch action, suit or proceeding might
be determined adversely to the Company or suchidiabsand (B) any such action, suit or proceedihgp determined adversely, would
reasonably be expected to result in a Material Aslv€hange or adversely affect the consummatidneotfransactions contemplated by this
Agreement. No material labor dispute with the emeés of the Company or any of its subsidiariestexig to the Company's knowledge, is
threatened or imminent.

(p) Intellectual Property Rights. The Company asdubsidiaries own or possess sufficient tradesparde names, patent rights, copyrights,
domain names, licenses, approvals, trade secretsthar similar rights (collectively, "IntellectuBroperty Rights") necessary to conduct t
respective businesses as now conducted; and tleetexpexpiration of any of such Intellectual Prioy&ights would not result in a Material
Adverse Change. Neither the Company nor any @ubsidiaries has received any notice of infringenoertonflict with asserted Intellectual
Property Rights of others, which infringement onftiot, if the subject of an unfavorable decisiemuld result in a Material Adverse Change.
The Company is not a party to or bound by any ogtiticenses or agreements with respect to théédateal Property Rights of any other
person or entity that are required to be set fiortihe Prospectus and are not described in allnahtespects.
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None of the technology employed by the Companydeas obtained or is being used by the Companyolation of any contractui
obligation binding on the Company or, to the Conysmknowledge, any of its officers, directors orpoyees or otherwise in violation of the
rights of any persons, which violations would, ndually or in the aggregate, result in a MateAdlverse Change.

(g) All Necessary Permits, etc. The Company anth sabsidiary possess such valid and current mbliegases, certificates, authorizations
or permits issued by, and have made all materizladastions and filings with, the appropriate stég¢eleral or foreign regulatory agencies or

bodies necessary to conduct their respective bssaise and neither the Company nor any subsidiarydtived any notice of proceedings

relating to the revocation or modification of, @mcompliance with, any such license, certificaighorization or permit which, singly or in

the aggregate, if the subject of an unfavorablésaeg ruling or finding, could result in a Matdrigdverse Change.

(r) Title to Properties. The Company and eacho$itbsidiaries have good and marketable titlel h@lproperties and assets reflected as
owned in the financial statements referred to ictia 1(i) above (or elsewhere in the Prospecin®ach case free and clear of any security
interests, mortgages, liens, encumbrances, equitems and other defects, except such as do aterially and adversely affect the value of
such property, do not materially interfere with tre® made or proposed to be made of such propgthelhCompany or such subsidiary and
could not reasonably be expected, individuallynothie aggregate, to result in a Material Adversarge. The real property, improvements,
equipment and personal property held under leageebompany or any subsidiary are held under \alidl enforceable leases, with such
exceptions as are not material and do not matgiratrfere with the use made or proposed to beenedduch real property, improvements,
equipment or personal property by the Company oh subsidiary.

(s) Tax Law Compliance. The Company and its subsies have filed all necessary federal, state arelgn income and franchise tax returns
and have paid all taxes required to be paid bydditigem and, if due and payable, any related oil@irassessment, fine or penalty levied
against any of them, except as may be being ceaté@stgood faith and by appropriate proceedings. Chmpany has made adequate cha
accruals and reserves in the applicable finantiments referred to in Section 1 (i) above ipeesof all federal, state and foreign income
and franchise taxes for all periods as to whichtéixdiability of the Company or any of its subsides has not been finally determined.

(t) Company Not an "Investment Company". The Conmydzas been advised of the rules and requiremenisruhe Investment Company Act
of 1940, as amended (the "Investment Company Atti¢. Company is not, and after receipt of paymenttfe Common Shares will not be,
an "investment company" within the meaning of Inment Company Act and will conduct its businesa imanner so that it will not become
subject to the Investment Company Act.

(u) Insurance. Each of the Company and its sulysigdias insured by recognized, financially sound egputable institutions with policies in
such amounts and with such deductibles and covstinf risks as are generally deemed adequate atahwary for their businesses
including, but not limited to, policies coveringoperty owned or leased by the Company and its diglsis against theft, damage,
destruction, acts of vandalism and earthquakes Cldmpany has no reason to believe that it or abgidiary will not be able (i) to renew its
existing insurance coverage as and when such esl@ipire or (ii) to obtain
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comparable coverage from similar institutions ay i@ necessary or appropriate to conduct its besiae now conducted and at a cost that
would not result in a Material Adverse Change.

(v) No Price Stabilization or Manipulation. The Cpamy has not taken and will not take, directlyratiiectly, any action designed to or that
might be reasonably expected to cause or resatalilization or manipulation of the price of ther@mon Stock to facilitate the sale or resale
of the Common Shares.

(w) Related Party Transactions. There are no o#laliips or related-party transactions involving@wenpany or any of its subsidiaries or any
other person required to be described in the Pobgpaevhich have not been described as required.

(x) No Unlawful Contributions or Other Payments.ither the Company nor any of its subsidiaries haderany contribution or other
payment to any official of, or candidate for, argéral, state or foreign office in violation of day which violation is required to be
disclosed in the Prospectus.

(y) Company's Accounting System. The Company andubsidiaries maintain systems of accounting otmsufficient to provide reasonable
assurances that

(i) transactions are executed in accordance withagement's general or specific authorizationr@ifsactions are recorded as necessary to
permit preparation of financial statements in comiity with generally accepted accounting principes! to maintain accountability for
assets; (iii) access to assets is permitted ordc@ordance with management's general or specitimézation; and (iv) the recorded
accountability for assets is compared with existisgets at reasonable intervals and appropriatmasttaken with respect to any differences.

(z) ERISA Compliance. The Company and its subsdigaaind any "employee benefit plan" (as defineceutite Employee Retirement
Income Security Act of 1974, as amended, and thelatons and published interpretations thereufctdtectively, "ERISA")) established or
maintained by the Company, its subsidiaries ortHeRISA Affiliates" (as defined below) are in cotigmce in all material respects with
ERISA. "ERISA Affiliate" means, with respect to t®mpany or any of its subsidiaries, any membemgfgroup of organizations described
in Sections 414(b),(c),(m) or (o) of the Intern@vRnue Code of 1986, as amended, and the regdati@hpublished interpretations
thereunder (the "Code") of which the Company ohssubsidiary is a member. No "reportable eventtéfsed under ERISA) has occurred
or is reasonably expected to occur with respeaho"employee benefit plan” established or maimginy the Company, its subsidiaries or
any of their ERISA Affiliates. No "employee bengfian" established or maintained by the Compasysubsidiaries or any of their ERISA
Affiliates, if such "employee benefit plan" wererteénated, would have any "amount of unfunded betiabilities" (as defined under ERIS/
None of the Company, its subsidiaries nor any efrtRRISA Affiliates has incurred or reasonably egis to incur any liability under (i) Titl
IV of ERISA with respect to termination of, or wittawal from, any "employee benefit plan” or

(i) Sections 412, 4971, 4975 or 4980B of the Cdtlech "employee benefit plan” established or maiethby the Company, its subsidiaries
or any of their ERISA Affiliates that is intendeal e qualified under Section 401(a) of the Codsmigualified and nothing has occurred,
whether by action or failure to act, which wouldisa the loss of such qualification, which couldsably be expected, individually or in 1
aggregate, to result in a Material Adverse Change.



(aa) Brokers. There is no broker, finder or othetythat is entitled to receive from the Company brokerage or finder's fee or other fee or
commission as a result of any transactions contatieghlby this Agreement.

(bb) No Outstanding Loans or Other Indebtednessrélare no outstanding loans, advances (exceptahaawances for business expenses in
the ordinary course of business) or guaranteesdafhitedness by the Company to or for the beneéihgfof the executive officers or directors
of the Company, except as disclosed in the Progpéotthe extent required to be so disclosed.

(cc) Compliance with Laws. The Company has not lzbsised, and has no reason to believe, thatahgrof its subsidiaries is not
conducting business in compliance with all appliedaws, rules and regulations of the jurisdictiomsvhich it is conducting business, except
where failure to be so in compliance would not leisua Material Adverse Change.

(dd) Statistical and Market Data. Nothing has camtne attention of the Company that has cause@timepany to believe that the statistical
and marketelated data included in the Prospectus is notchaser derived from sources that are reliableaaalirate in all material respec

(ee) Directed Share Program. (i) The Registratimte®nent, the Prospectus and any preliminary potgpeomply, and any further
amendments or supplements thereto will comply, @it applicable laws or regulations of foreigngdictions in which the Prospectus or
any preliminary prospectus, as amended or suppledeifi applicable, are distributed in connectiathwhe Directed Share Program, and (ii)
no authorization, approval, consent, license, gnagistration or qualification of or with any geamenent, governmental instrumentality or
court, other than such as have been obtainedcessary under the securities laws and regulatibfe&ign jurisdictions in which the

Directed Shares are offered outside the UniteceSta&ixcept where the failure to be so in compliamzeld not result in a Material Adverse
Change. The Company has not offered, or causedrtderwriters to offer, any Common Shares to ang@epursuant to the Directed Share
Program with the intent to unlawfully influence &)customer or supplier of the Company to alterctistomer's or supplier's level or type of
business with the Company or (ii) a trade journaispublication to write or publish favorable infieation about the Company or its products.

Any certificate signed by an officer of the Compamgd delivered to the Representatives or to codfoséthe Underwriters shall be deemed to
be a representation and warranty by the Compaegtb Underwriter as to the matters set forth therei

The Company acknowledges that the Underwriters fanghurposes of the opinions to be delivered pamstio Section 5 hereof, counsel to
Company and counsel to the Underwriters, will ighpn the accuracy and truthfulness of the forego@pgesentations and hereby consents to
such reliance.

SECTION 2. PURCHASE, SALE AND DELIVERY OF THE COMMOSHARES.

The Firm Common Shares. The Company agrees to &slisell to the several Underwriters the Firm Camr8hares upon the terms herein
set forth. On the basis of the representationsramtéies and agreements herein contained, and tiealetms but subject to the conditions
herein set forth, the Underwriters agree, sevemily not jointly, to



purchase from the Company the respective numbEirmf Common Shares set forth opposite their nameSahedule A. The purchase price
per Firm Common Share to be paid by the severakbmaters to the Company shall be $] | per share.

The First Closing Date. Delivery of certificates the Firm Common Shares to be purchased by thetmiders and payment therefore shall
be made at the offices of Davis Polk & Wardwellp4%®xington Avenue, New York, New York (or such etiplace as may be agreed to by
the Company and the Representatives) at 9:00 aem.York time, on [___], or such other time and datelater than 1:30 a.m. New York
time, on [___ ] as the Representatives shall detggmanotice to the Company (the time and dateiof €losing are called the "First Closing
Date"). The Company hereby acknowledges that cistantes under which the Representatives may prowitiee to postpone the First
Closing Date as originally scheduled include, betia no way limited to, any determination by then@any or the Representatives to
recirculate to the public copies of an amendedippemented Prospectus or a delay as contemplstdaelprovisions of Section 10 hereof.

The Optional Common Shares; the Second Closing. Dagldition, on the basis of the representatiaasranties and agreements herein
contained, and upon the terms but subject to thditions herein set forth, the Company hereby grantoption to the several Underwriter
purchase, severally and not jointly, up to an agate of Optional Common Shares from thegammy at the purchase price per share
to be paid by the Underwriters for the Firm Comn$drares. The option granted hereunder is for ugbéoynderwriters solely in covering
any over-allotments in connection with the sale distribution of the Firm Common Shares. The opgioanted hereunder may be exercised
at any time (but not more than once) upon noticéhbyRepresentatives to the Company which noticglmeagiven at any time within 30 days
from the date of this Agreement. Such notice stetlforth (i) the aggregate number of Optional CamiShares as to which the Underwriters
are exercising the option, (ii) the names and deénations in which the certificates for the Optio@dmmon Shares are to be registered and
(iii) the time, date and place at which such ciedies will be delivered (which time and date maysbnultaneous with, but not earlier than,
the First Closing Date; and in such case the téfinst'Closing Date" shall refer to the time andedaft delivery of certificates for the Firm
Common Shares and the Optional Common Shares).tBoetand date of delivery, if subsequent to thetRTlosing Date, is called the
"Second Closing Date" and shall be determined byRépresentatives and shall not be earlier thae thor later than five full business days
after delivery of such notice of exercise. If angtidnal Common Shares are to be purchased, eacérwriter agrees, severally and not
jointly, to purchase the number of Optional ComnSdrares (subject to such adjustments to eliminattiémal shares as the Represental
may determine) that bears the same proportionetoatal number of Optional Common Shares to behased as the number of Firm
Common Shares set forth on Schedule A oppositadhee of such Underwriter bears to the total nunab&irm Common Shares. The
Representatives may cancel the option at any timoe {o its exercise by giving written notice ofcsucancellation to the Company.

Public Offering of the Common Shares. The Repredimes hereby advise the Company that the Undesrsribtend to offer for sale to the
public, as described in the Prospectus, their its@eportions of the Common Shares as soon dfieiAgreement has been executed as the
Representatives, in their judgment, have determimadvisable and practicable.
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Payment for the Common Shares. Payment for the GonBhares shall be made at the First Closing e, (f applicable, at the Second
Closing Date) by wire transfer of immediately aabik funds to the order of the Company.

It is understood that the Representatives have aetrorized, for their own account and the accoahtee several Underwriters, to accept
delivery of and receipt for, and make payment efghrchase price for, the Firm Common Shares ap@ational Common Shares the
Underwriters have agreed to purchase. Either dr b66BAS and JPMSI, individually and not as a Repreative of the Underwriters, may
(but shall not be obligated to) make payment for @ommon Shares to be purchased by any Underwitese funds shall not have been
received by such Representatives by the First @joBiate or the Second Closing Date, as the casebmdpr the account of such
Underwriter, but any such payment shall not reliswreh Underwriter from any of its obligations untlds Agreement.

Delivery of the Common Shares. The Company shéiltele or cause to be delivered, to the Represmetafor the accounts of the several
Underwriters certificates for the Firm Common Skaatthe First Closing Date, against the irrevoeablease of a wire transfer of
immediately available funds for the amount of theghase price therefore. The Company shall alseatebr cause to be delivered, to the
Representatives for the accounts of the severaékmniters, certificates for the Optional Common ®isathe Underwriters have agreed to
purchase at the First Closing Date or the Secondi@j Date, as the case may be, against the imbl@celease of a wire transfer of
immediately available funds for the amount of thieghase price therefore. The certificates for tbex@on Shares shall be in definitive form
and registered in such names and denominatioed’dpresentatives shall have requested at leadutMbusiness days prior to the First
Closing Date (or the Second Closing Date, as tke o#ay be) and shall be made available for ingpectn the business day preceding the
First Closing Date (or the Second Closing Datehasase may be) at a location in New York CityheesRepresentatives may designate. 1
shall be of the essence, and delivery at the tintepdace specified in this Agreement is a furttardition to the obligations of the
Underwriters.

Delivery of Prospectus to the Underwriters. Nogtahan 12:00 noon on the second business dayiolipthe date the Common Shares are
first released by the Underwriters for sale toghblic, the Company shall deliver, or cause to &évdred, copies of the Prospectus in such
guantities and at such places as the Represenstatinad request.

SECTION 3. ADDITIONAL COVENANTS.
The Company further covenants and agrees with Baderwriter as follows:

(a) Representatives' Review of Proposed AmendnattsSupplements. During such period beginning erdtte hereof and ending on the
later of the First Closing Date or such date, akénopinion of counsel for the Underwriters, thiedpectus is no longer required by law to be
delivered in connection with sales by an Underwidtedealer (the "Prospectus Delivery Period")pptd amending or supplementing the
Registration Statement (including any registrastatement filed under Rule 462(b) under the Seearict) or the Prospectus, the Company
shall furnish to the Representatives for revievopycof each such proposed amendment or supplearhthe Company shall not file any
such proposed amendment or supplement to whicRéjpeesentatives reasonably object.
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(b) Securities Act Compliance. After the date d$ thgreement, the Company shall promptly adviseRbpresentatives in writing (i) of the
receipt of any comments of, or requests for addii@r supplemental information from, the Commiasi@) of the time and date of any filir

of any post-effective amendment to the Registraitatement or any amendment or supplement to aliyrmary prospectus or the
Prospectus, (iii) of the time and date that anytedfective amendment to the Registration Staterhenbmes effective, (iv) of the occurrence
of any event within the Prospectus Delivery Peasda result of which the Prospectus as then amesrdagpplemented would include any
untrue statement of a material fact or omit toestatnaterial fact necessary in order to make titersients therein, in the light of the
circumstances existing when the Prospectus isateld/to a purchaser, not misleading, and (v) ofdtigance by the Commission of any stop
order suspending the effectiveness of the Registr&tatement or any post-effective amendment theneof any order preventing or
suspending the use of any preliminary prospectikeProspectus, or of any proceedings to remaspend or terminate from listing or
guotation the Common Stock from any securities argle upon which it is listed for trading or inclddar designated for quotation, or, to the
Company's knowledge, the threatening or initiatbany proceedings for any of such purposes. Thagamy will use its best efforts to
prevent the issuance of any such order suspenlingffectiveness of the Registration Statemenygmting or suspending the use of any
preliminary prospectus or the Prospectus or suspgrashy such qualification of the Shares and, ¥f amch order is issued, will use its
reasonable best efforts to obtain as soon as peseidwithdrawal thereof. Additionally, the Compaagrees that it shall comply with the
provisions of Rules 424(b), 430A and 434, as applie, under the Securities Act and will use itsosable efforts to confirm that any filings
made by the Company under such Rule 424(b) wessvext in a timely manner by the Commission.

(c) Amendments and Supplements to the Prospectu®trer Securities Act Matters. If, during the P@stus Delivery Period, any event
shall occur or condition exist as a result of whidls necessary to amend or supplement the Praspéctorder to make the statements the
in the light of the circumstances existing whenRmespectus is delivered to a purchaser, not nasigaor if in the opinion of the
Representatives or counsel for the Underwriteissatherwise necessary to amend or supplementrispéctus to comply with law, the
Company agrees to promptly prepare (subject to@e8ta) hereof), file with the Commission and fisinat its own expense to the
Underwriters and to dealers, such amendments @iesuents to the Prospectus so that the statenretite Prospectus as so amended or
supplemented will not, in the light of the circuarstes existing when the Prospectus is deliveradoiarchaser, be misleading or so that the
Prospectus, as amended or supplemented, will comigiyaw.

(d) Copies of any Amendments and Supplements t@tbspectus. The Company agrees to furnish theeReprtatives, without charge, dur
the Prospectus Delivery Period, as many copieBeProspectus and any amendments and supplemergtoths the Representatives may
reasonably request.

(e) Blue Sky Compliance. The Company shall coopenath the Representatives and counsel for the kivriters to qualify or register the
Common Shares for sale under (or obtain exempfirons the application of) the state securities arebtky laws or Canadian provincial
Securities laws of those jurisdictions designatgthle Representatives, shall comply with such land shall continue such qualifications,
registrations and exemptions in effect so longegsiired for the distribution of the Common Shafidse Company shall not be required to
qualify as a foreign corporation or to take anyacthat would subject it to
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general service of process in any such jurisdictibiere it is not presently qualified or where itwlebbe subject to taxation as a foreign
corporation. The Company will advise the Represess promptly of the suspension of the qualificator registration of (or any such
exemption relating to) the Common Shares for daffgrsale or trading in any jurisdiction or anyietion or threat of any proceeding for any
such purpose, and in the event of the issuanceyobaler suspending such qualification, registratio exemption, the Company shall use its
best efforts to obtain the withdrawal thereof & ¢arliest possible moment.

(f) Use of Proceeds. The Company shall apply thereeeeds from the sale of the Common Shareshbsoidin the manner described under
the caption "Use of Proceeds" in the Prospectus.

(9) Transfer Agent. The Company shall engage aridtaia, at its expense, a registrar and transfenafpr the Common Stock.

(h) Earnings Statement. As soon as practicableCtmepany will make generally available to its ségurolders an earnings statement (wt
need not be audited) covering the year ending Dbeeil, 2004 that satisfies the provisions of $actil(a) of the Securities Act and Rule
158 of the Commission promulgated thereunder.

(i) Periodic Reporting Obligations. During the Ryestus Delivery Period the Company shall file, direely basis, with the Commission and
the New York Stock Exchange all reports and documerguired to be filed under the Exchange Act. iflddally, the Company shall report
the use of proceeds from the issuance of the ConBhanes as may be required under Rule 463 und&etwrities Act.

(j) Company to Provide Interim Financial StatemePRtsor to the Closing Date, the Company will figimthe Underwriters, as soon as they
have been prepared by or are available to the Coynpacopy of any unaudited interim financial sta¢ats of the Company for any period
subsequent to the period covered by the most réoamicial statements appearing in the Registrafiiement and the Prospectus.

(k) Directed Share Program. In connection withBwected Share Program, the Company will ensurethi@Directed Shares will be
restricted to the extent required by the NASD erMASD rules from sale, transfer, assignment, @eafchypothecation for a period of three
months following the date of the effectivenesshef Registration Statement. The Designated Undemuwill notify the Company as to which
Participants' Directed Shares will need to be stricted. The Company will direct the transfer agemlace stop transfer restrictions upon
such securities for such period of time. ShouldGbenpany release, or seek to release, from sutfictems any of the Directed Shares, the
Company agrees to reimburse the Underwriters fpraasonable expenses (including, without limitatiegal expenses) they incur in
connection with such release.

() New York Stock Exchange Listing. The Companyl wse its best efforts to list, subject to notafdssuance, the Common Shares on the
New York Stock Exchangt

(m) Company to Provide Copy of the Prospectus imFbdhat May be Downloaded from the Internet. Then@any shall cause to be prepe
and delivered, at its expense, within one busidagsrom the date of this Agreement, to BAS and 3P&h "electronic Prospectus" to be
used by certain of the Underwriters in connectigiinthe offering and sale of the Common Sharesugexd herein, the term "electronic
Prospectus" means a form of
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Prospectus, and any amendment or supplement thératoneets each of the following conditionsit(Bhall be encoded in an electronic
format, satisfactory to BAS and JPMSI, that mayrbasmitted electronically by certain of the Undeters to offerees and purchasers of the
Common Shares for at least the Prospectus DelReripd; (ii) it shall disclose the same informatasithe paper Prospectus and Prospectus
filed pursuant to EDGAR, except to the extent tirajphic and image material cannot be dissemindéatrenically, in which case such
graphic and image material shall be replaced ireteetronic Prospectus with a fair and accurateatise description or tabular representation
of such material, as appropriate; and (iii) it $balin or convertible into a paper format or agcéilonic format, satisfactory to BAS and
JPMSI, that will allow investors to store and haeatinuously ready access to the Prospectus afutume time, without charge to investors
(other than any fee charged for subscription tolernet as a whole and for on-line time). Sudtebnic Prospectus may consist of a Rule
434 preliminary prospectus, together with the aggdle Term Sheet, provided that it otherwise datighe format and conditions described in
the immediately preceding sentence.

(n) Agreement Not to Offer or Sell Additional Seitiess. During the period commencing on the datebdieand ending on the 180th day
following the date of the Prospectus, the Compaitiynet, without the prior written consent of BA®@&JPMSI (which consent may be
withheld at the sole discretion of either BAS oM®), directly or indirectly, sell, offer, contraot grant any option to sell, pledge, transfer or
establish an open "put equivalent position" witthie meaning of Rule 16kh) under the Exchange Act, or otherwise dispds¥ transfer, o
announce the offering of, or file any registratsiatement under the Securities Act in respectrof,shares of Common Stock, options or
warrants to acquire shares of the Common Stockaurgties exchangeable or exercisable for or cdiblerinto shares of Common Stock
(other than as contemplated by this Agreement rispect to the Common Shares), except for

(i) the registration of the Common Shares and #hessto the Underwriters pursuant to this Agreem@hissuances of Common Stock
pursuant to any stock purchase plan, restrictezk gitan or arrangement described in the Prospeetddiii) issuances of Common Stock in
connection with any acquisition of any entity, wieatthrough merger or otherwise, or the acquisitibany assets of any entity; provided,
however, that, in that case of this clause (ifi tecipient of such Common Stock shall executelk-up agreement substantially in the form
of Exhibit B hereto.

(o) Future Reports to the Representatives. Duhiegperiod of two years hereafter, so long as therf@on Shares are outstanding, the
Company will furnish to BAS at 9 West 57th Strééew York, NY 10022, Attention:[ ] and JPMSI at 2iP@rk Avenue, New York, New
York 10172, Attention: [ ]: (i) as soon as prachimafter the end of each fiscal year, copies efAhnual Report of the Company containing
the balance sheet of the Company as of the closeatf fiscal year and statements of income, stddkhgl equity and cash flows for the year
then ended and the opinion thereon of the Compamjépendent public or certified public accounta(itsas soon as practicable after the
filing thereof, copies of each proxy statement, AalnReport on Form 10-K, Quarterly Report on FoaQ@, Current Report on Form 8-K or
other report filed by the Company with the Comnuasithe NASD or any securities exchange; andggisoon as available, copies of any
report or communication of the Company mailed galheto holders of its capital stock. Notwithstanglithe foregoing, no such report,
statement or other document will be furnished tdSB# JPMSI to the extent it is available on EDGAR© the Company's website.

(p) Investment Limitation. The Company shall notast, or otherwise use the proceeds received bgdnepany from its sale of the Comm
Shares in such a manner as
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would require the Company or any of its subsid&teeregister as an investment company under trestment Company Act.

(q) No Manipulation of Price. The Company will naeke, directly or indirectly, any action designectuse or result in, or that has
constituted or might reasonably be expected totitates the stabilization or manipulation of thécgrof the Common Stock of the Company.

BAS and JPMSI, jointly on behalf of the several Enriters, may, in their discretion, waive in wnigi the performance by the Company of
any one or more of the foregoing covenants or @ktha time for their performance.

SECTION 4. PAYMENT OF EXPENSES. The Company agtegmy all costs, fees and expenses incurred inaxion with the
performance of its obligations hereunder and imeation with the transactions contemplated herglziding without limitation (i) all
expenses incident to the Company's authorizatésnigince, sale and delivery of the Common Sharelsiding all printing and engraving
costs), (ii) all fees and expenses of the registnar transfer agent of the Common Stock, (iilnaltessary issue, transfer and other stamp
in connection with the issuance and sale of the @omShares to the Underwriters, (iv) all fees axpkases of the Company's counsel,
independent public or certified public accountartd other advisors, (v) all costs and expensesrnegin connection with the preparation,
printing, filing, shipping and distribution of tiRegistration Statement (including financial statatagexhibits, consents and certificates of
experts), each preliminary prospectus and the Roigp, and all amendments and supplements thévétall filing fees, attorneys' fees and
expenses incurred by the Company or the Underwriteconnection with qualifying or registering (@taining exemptions from the
qualification or registration of) all or any paftthe Common Shares for offer and sale under the securities or blue sky laws or the
provincial securities laws of Canada, and, if rexjee by the Representatives, preparing and primtif®jue Sky Survey" or memorandum,
and any supplements thereto, advising the Undemsriif such qualifications, registrations and extiong,

(vii) the filing fees incident to, and the reasolediiees and expenses of counsel for the Undengriteconnection with, the NASD's review
and approval of the Underwriters' participatioritia offering and distribution of the Common Shafesi) the fees and expenses associated
with listing the Common Shares on the New York 8tBgchange, (ix) all expenses incurred by the Cawpa connection with any "road
show" presentation to potential investors, (x)o#ler fees, costs and expenses referred to inlof Part Il of the Registration Statement
and (xi) all costs and expenses of the Underwritactuding the fees and disbursements of coumsehke Underwriters, in connection with
matters related to the Directed Shares which asiydated by the Company for sale to Participamtsept as provided in this Section 4,
Section 6, Section 8 and Section 9 hereof, the kivriters shall pay their own expenses, including filees and disbursements of their coul

SECTION 5. CONDITIONS OF THE OBLIGATIONS OF THE UNERWRITERS. The obligations of the several Undemvsitto purchase
and pay for the Common Shares as provided hereiheohirst Closing Date and, with respect to théi@al Common Shares, the Second
Closing Date, shall be subject to the accuracyefrepresentations and warranties on the pareo€tmpany set forth in Section 1 hereof as
of the date hereof and as of the First Closing @Ratthough then made and, with respect to the @gdtommon Shares, as of the Second
Closing Date as though then made, to the timelfopmance by the Company of its covenants and athkgations hereunder, and to each of
the following additional conditions:
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(a) Accountants' Comfort Letter. On the date heref Representatives shall have received from KRMB, independent public accounta
for the Company, a letter dated the date hereafesddd to the Underwriters, in form and substaatisfactory to the Representatives,
containing statements and information of the tymbnarily included in accountant's "comfort lettets underwriters, delivered according to
Statement of Auditing Standards No. 72 (or any esser bulletin), with respect to the audited anaugiited financial statements and certain
financial information contained in the Registrat®tatement and the Prospectus (and the Represestatiall have received additional
conformed copies of such accountants' letter foh ed the several Underwriters).

(b) Compliance with Registration Requirements; NapSOrder; No Objection from NASD. For the periedr and after effectiveness of this
Agreement and prior to the First Closing Date amith respect to the Optional Common Shares, the®k€losing Date:

(i) the Company shall have filed the Prospectus wie Commission

(including the information required by Rule 430Aden the Securities Act) in the manner and withimtime period required by Rule 424(b)
under the Securities Act; or the Company shall Hded a post-effective amendment to the Regisiraftatement containing the information
required by such Rule 430A, and such pefftctive amendment shall have become effectivef the Company elected to rely upon Rule
under the Securities Act and obtained the Repraiees' consent thereto, the Company shall haged il Term Sheet with the Commission in
the manner and within the time period requireddmghsRule 424(b);

(i) all requests by the Commission for additiomdbrmation shall have been complied with to thasenable satisfaction of the
Representatives;

(iii) no stop order suspending the effectivenesthefRegistration Statement, any Rule 462(b) Redieh Statement, or any post-effective
amendment to the Registration Statement, shah leéféct and no proceedings for such purpose blaak been instituted or threatened by the
Commission; and

(iv) the NASD shall have raised no objection to thieness and reasonableness of the underwritingstand arrangements.

(c) No Material Adverse Change or Ratings Agencwi@e. For the period from and after the date af Mgireement and prior to the First
Closing Date and, with respect to the Optional Camr8hares, the Second Closing Date:

() in the judgment of the Representatives thesdl stot have occurred any Material Adverse Chaage;

(i) there shall not have occurred any downgradimag,shall any notice have been given of any indeingk potential downgrading or of any
review for a possible change that does not inditaedirection of the possible change, in the gaincorded any securities of the Company or
any of its subsidiaries by any "nationally recoguiztatistical rating organization" as such terheiined for purposes of Rule 436(g)(2)
under the Securities Act.

(d) Representations and Warranties. The respeajpresentations and warranties of the Company twttderein shall be true and correc
the date hereof and on and as of
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the First Closing Date and, with respect to thei@yati Common Shares, the Second Closing Date;l@ndtatements of the Company and its
officers made in any certificates delivered purduarthis Agreement shall be true and correct ahasof the First Closing Date, and with
respect to the Optional Common Shares, the Sectwsing Date.

(e) Opinions of Counsel for the Company. On eacthefFirst Closing Date and the Second Closing BretdRepresentatives shall have
received (i) the favorable opinion and letter ohfllaGordon & Reindel llp, counsel for the Companated as of such Closing Date, forms of
which are attached hereto as Exhibit A-1 and A-@ @) the favorable opinion and letter of PerryytBery, Haase & Gessford, P.C., L.L.O.,
Nebraska counsel for the Company, dated as of Glading Date, forms of which are attached heretBxsbit A-3 and A-4 (and the
Representatives shall have received additionalararégd copies of each such legal opinion and l&teeach of the several Underwriters).

(f) Opinion of Counsel for the Underwriters. On lkead the First Closing Date and the Second CloBiate the Representatives shall have
received the favorable opinion of Davis Polk & Waedl, counsel for the Underwriters, dated as ohsGsing Date, with respect to the
matters set forth in paragraphs

(1), (i), (iii)) and (v) (with respect to the capti "Underwriting" under subparagraph (i) only) irhibit A-1, and in Exhibit A-2 (and the
Representatives shall have received additionalazorégd copies of such counsel's legal opinion fohex the several Underwriters).

(g) Officers' Certificate. On each of the First §itay Date and the Second Closing Date the Repisarg shall have received a written
certificate executed by one of the Co-Chief Examu®fficers of the Company and by the Chief FinahGifficer of the Company, in the
capacity as such officers, dated as of such Cld3atg, to the effect set forth in subsections

(b)(iii) and (c)(ii) of this Section 5, and furth&r the effect that, to the knowledge of such effic

(i) for the period from and after the date of thgreement and up to and including such Closing Dthtre has not occurred any Material
Adverse Change;

(i) the representations, warranties and covenaiise Company set forth in Section 1 hereto are &nd correct with the same force and
effect as though expressly made on and as of slaging Date; and

(iii) the Company has complied with all the agreatséhereunder and satisfied all the conditiong®part to be performed or satisfied
hereunder at or prior to such Closing Date.

(h) Bring-down Comfort Letter. On each of the Fitdbsing Date and the Second Closing Date the Reptatives shall have received from
KPMG LLP, independent public accountants for thenpany, a letter dated such date, in form and snbstaatisfactory to the
Representatives, to the effect that they reaffliendtatements made in the letter furnished by thiersuant to subsection (a) of this Section 5,
except that the specified date referred to thefithe carrying out of procedures shall be no nibem five business days prior to the First
Closing Date or Second Closing Date, as the cagebmgand the Representatives shall have recediti@nal conformed copies of such
accountants' letter for each of the several Undtavs).
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(i) Lock-Up Agreement from Certain Securityholdefshe Company. On or prior to the date hereofGbenpany shall have furnished to the
Representatives an agreement in the form of ExBilbiereto from each director, each executive offeael each beneficial owner of Common
Stock (as defined and determined according to RBie3 under the Exchange Act, except that a ondredreighty day period shall be used
rather than the sixty day period set forth thereamd such agreement shall be in full force anelotfdn each of the First Closing Date and the
Second Closing Date.

()) No Legal Impediment to Issuance. No action shale been taken and no statute, rule, regulatiarder shall have been enacted, adopted
or issued by any federal, state or foreign govemtaier regulatory authority that would, as of fiest Closing Date and, with respect to the
Optional Common Shares, the Second Closing Da¢wept the issuance or sale of the Common Shardsy@amjunction or order of any
federal, state or foreign court shall have beemedshat would, as of the First Closing Date anth vespect to the Optional Common Shares,
the Second Closing Date, prevent the issuancel®@osthe Common Shares.

(k) Good Standing. The Representatives shall heweived on and as of the First Closing Date antih keispect to the Optional Common
Shares, the Second Closing Date, satisfactory pe@lef the good standing of the Company and eadh stibsidiaries which is a "significant
subsidiary" within the meaning of Rule 405 under Securities Act in their respective jurisdictiairganization and their good standing as
foreign entities in such other jurisdictions as Bepresentatives may reasonably request, in eaehirtavriting or any standard form of
telecommunication from the appropriate governmesdorities of such jurisdictions.

() New York Stock Exchange Listing. The Common @isao be delivered on the First Closing Date aritth respect to the Optional
Common Shares, the Second Closing Date, shall theae approved for listing on the New York Stock liatge, subject to official notice of
issuance.

(m) Additional Documents. On or before each offirst Closing Date and the Second Closing DateReeresentatives and counsel for the
Underwriters shall have received such informat@guments and opinions as they may reasonablyreefprithe purposes of enabling them
to pass upon the issuance and sale of the Commamesshs contemplated herein, or in order to evieléime accuracy of any of the
representations and warranties, or the satisfacti@amy of the conditions or agreements, hereirtainad.

If any condition specified in this Section 5 is satisfied when and as required to be satisfigd Abreement may be terminated by the
Representatives by notice to the Company at ang eimor prior to the First Closing Date and, wighpect to the Optional Common Shares,
at any time prior to the Second Closing Date, whéimination shall be without liability on the paiftany party to any other party, except 1
Section 4, Section 6, Section 8 and Section 9 iete! at all times be effective and shall survéueh termination.

SECTION 6. REIMBURSEMENT OF UNDERWRITERS' EXPENSH&his Agreement is terminated by the Represérgatpursuant to
Section 5 hereof, or if the sale to the Underwsitarthe Common Shares on the First Closing Datetionsummated because of any refi
inability or failure on the part of the Companyperform any agreement herein or to comply with proyvision hereof, the Company agree
reimburse the
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Representatives and the other Underwriters (or Sndterwriters as have terminated this Agreemertt véspect to themselves), severally,
upon demand, for all out-of-pocket expenses thall Slave been reasonably incurred by the Repretbezdaand the Underwriters in
connection with the proposed purchase and theinffend sale of the Common Shares, including butimited to fees and disbursements of
counsel, printing expenses, travel expenses, postagsimile and telephone charges.

SECTION 7. EFFECTIVENESS OF THIS AGREEMENT. ThisrAgment shall become effective upon the executiohi® Agreement by
the parties hereto.

SECTION 8. INDEMNIFICATION.

(a) Indemnification of the Underwriters. The Compagrees to indemnify and hold harmless each Undterwits officers and employees,
and each person, if any, who controls any Undeewvitithin the meaning of the Securities Act or Ehehange Act from and against any loss,
claim, damage, liability or expense, as incurredyhich such Underwriter, officer, employee or ¢ohiing person may become subject, ur
the Securities Act, the Exchange Act or other faber state statutory law or regulation, or at camrtaw or otherwise (including in
settlement of any litigation, if such settlemeng¢ffected with the written consent of the Compamgefar as such loss, claim, damage,
liability or expense (or actions in respect ther@®tontemplated below) arises out of or is bageghén any untrue statement or alleged
untrue statement of a material fact contained éRkgistration Statement, or any amendment thdretoding any information deemed to be
a part thereof pursuant to Rule 430A or Rule 43denthe Securities Act, or the omission or allegetssion therefrom of a material fact
required to be stated therein or necessary to itiekstatements therein not misleading; or (ii) upoy untrue statement or alleged untrue
statement of a material fact contained in any prielary prospectus or the Prospectus (or any amemidonesupplement thereto), or the
omission or alleged omission therefrom of a makéaiet necessary in order to make the statemestgith, in the light of the circumstances
under which they were made, not misleading; armeéitoburse each Underwriter and each such contgofierson for any and all expenses
(including, without limitation, the fees and disbements of counsel chosen by BAS and JPMSI) asesgmnses are reasonably incurred by
such Underwriter or such controlling person in aagtion with investigating, defending, settling, gmemising or paying any such loss,
claim, damage, liability, expense or action; preddhowever, that the foregoing indemnity agreersbatl not apply to any loss, claim,
damage, liability or expense to the extent, buy énlthe extent, arising out of or based upon artyue statement or alleged untrue statement
or omission or alleged omission made in relianagnugnd in conformity with written information fusfied to the Company by the
Representatives expressly for use in the Registr&tatement, any preliminary prospectus or thepgactus (or any amendment or
supplement thereto); and provided, further, thalhwespect to any preliminary prospectus, the foireggyindemnity agreement shall not inure
to the benefit of any Underwriter from whom theguer asserting any loss, claim, damage, liabilitgxggense purchased Common Shares, or
any person controlling such Underwriter, if coppéshe Prospectus were timely delivered to the Wwdéer pursuant to Section 2 hereof and
a copy of the Prospectus (as then amended or suppted if the Company shall have furnished any aimemts or supplements thereto) was
not sent or given by or on behalf of such Underrrib such person at or prior to the written canfition of the sale of the Common Share
such person, and if the Prospectus (as so amemdeghplemented) would have cured the defect givisgyto such loss, claim, damage,
liability or expense. The indemnity agreement set
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forth in this Section 8(a) shall be in additioratay liabilities that the Company may otherwise have

(b) Indemnification of the Company, its DirectorglaOfficers. Each Underwriter agrees, severally motdointly, to indemnify and hold
harmless the Company, each of its directors, ehith officers who signed the Registration Statetaard each person who controls the
Company within the meaning of the Securities Acther Exchange Act, against any loss, claim, dam&gslity or expense, as incurred, to
which the Company, or any such director, officecontrolling person may become subject, under gwifities Act, the Exchange Act or
other federal or state statutory law or regulat@mmat common law or otherwise (including in settént of any litigation, if such settlement is
effected with the written consent of such Undemvjitinsofar as such loss, claim, damage, liabiitgxpense (or actions in respect thereof as
contemplated below) arises out of or is based wmynuntrue or alleged untrue statement of a mafacacontained in the Registration
Statement, any preliminary prospectus or the Paigpdor any amendment or supplement thereto)isesaout of or is based upon the
omission or alleged omission to state therein @&nwtfact required to be stated therein or neegssamake the statements therein not
misleading, in each case to the extent, but ontird¢cextent, that such untrue statement or allegédie statement or omission or alleged
omission was made in the Registration Statememgtpesliminary prospectus, the Prospectus (or angradment or supplement thereto), in
reliance upon and in conformity with written infoastion furnished to the Company by the Represemsixpressly for use therein; and to
reimburse the Company, or any such director, afficecontrolling person for any legal and otherexge reasonably incurred by the
Company, or any such director, officer or contraliperson in connection with investigating, defeggisettling, compromising or paying any
such loss, claim, damage, liability, expense oioacfThe Company hereby acknowledges that the iofdymation that the Underwriters have
furnished to the Company expressly for use in thgifration Statement, any preliminary prospectut® Prospectus (or any amendment or
supplement thereto) are the statements set fottteitable in the second paragraph and in the, thixth, seventh, eighth, twelfth, thirteenth,
seventeenth and eighteenth paragraphs under thierc8ignderwriting” in the Prospectus; and the Umders confirm that such statements
are correct. The indemnity agreement set forthig $ection 8(b) shall be in addition to any lidlgs that each Underwriter may otherwise
have.

(c) Notifications and Other Indemnification Proceski Promptly after receipt by an indemnified pantgler this Section 8 of notice of the
commencement of any action, such indemnified paitly if a claim in respect thereof is to be madgimst an indemnifying party under this
Section 8, notify the indemnifying party in writid the commencement thereof, but the omissiom swtify the indemnifying party will not
relieve the indemnifying party from any liabilityhich it may have to any indemnified party for cdmition or otherwise than under the
indemnity agreement contained in this Section ®dhe extent it is not prejudiced as a proximatlt of such failure. In case any such
action is brought against any indemnified party aach indemnified party seeks or intends to seg&rmity from an indemnifying party, the
indemnifying party will be entitled to participaitg and, to the extent that it shall elect, jointlith all other indemnifying parties similarly
notified, by written notice delivered to the indefred party promptly after receiving the aforesaitice from such indemnified party, to
assume the defense thereof with counsel reasoratiffactory to such indemnified party; providedwever, that if the defendants in any
such action include both the indemnified party #relindemnifying party and the indemnified partglshave reasonably concluded that a
conflict may arise between the positions of theeindifying party and the indemnified party in contilug the defense of any such action or
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that there may be legal defenses available toditcarother indemnified parties which are differéoin or additional to those available to the
indemnifying party, the indemnified party or pastighall have the right to select separate couaseddume such legal defenses and to
otherwise participate in the defense of such aaiiobehalf of such indemnified party or partiesobpeceipt of notice from the indemnifying
party to such indemnified party of such indemnifyparty's election so to assume the defense ofattain and approval by the indemnified
party of counsel, the indemnifying party will nat bable to such indemnified party under this Sat8 for any legal or other expenses
subsequently incurred by such indemnified partgannection with the defense thereof unless (iYtdemnified party shall have employed
separate counsel in accordance with the provisieetmext preceding sentence (it being understomdetier, that the indemnifying party shall
not be liable for the expenses of more than onarsép counsel (together with local counsel), appidwy the indemnifying party or parties
(JPMSI and BAS in the case of Section 8(b) andi&e&), representing the indemnified parties whe@arties to such action) or (ii) the
indemnifying party shall not have employed courssgisfactory to the indemnified party to represbetindemnified party within a reasone
time after notice of commencement of the actiorganh of which cases the fees and expenses ofalahal be at the expense of the
indemnifying party.

(d) Settlements. The indemnifying party under Séstion 8 shall not be liable for any settlemeramf proceeding effected without its
written consent, but if settled with such consarit there be a final judgment for the plaintiffit indemnifying party agrees to indemnify the
indemnified party against any loss, claim, damégbility or expense by reason of such settlementudgment. No indemnifying party shall,
without the prior written consent of the indemnifigarty, effect any settlement, compromise or consethe entry of judgment in any
pending or threatened action, suit or proceeding$pect of which any indemnified party is or coéle been a party and indemnity was or
could have been sought hereunder by such inderdrpfiety, unless such settlement, compromise orerdn{g) includes an unconditional
release of such indemnified party, in form and st reasonably satisfactory to such indemnifaatypfrom all liability on claims that are
the subject matter of such action, suit or procagdind (y) does not include any statement as &mprdmission of fault, culpability or a
failure to act by or on behalf of any indemnifieatty.

(e) Indemnification for Directed Shares. The Comypagrees to indemnify and hold harmless the Desgghldnderwriter, its officer and
employees, and each person, if any, who contrel®#signated Underwriter within the meaning of Seeurities Act or the Exchange Act
against any loss, claim, damage, liability or exgggras incurred, to which such Designated Undeswoit such controlling person may
become subject, which is caused by any untruerstateor alleged untrue statement of a materialdantained in any material prepared b
with the consent of the Company for distributiorP@rticipants in connection with the Directed SHaregram or caused by any omission or
alleged omission to state therein a material fegtired to be stated therein or necessary to niekstatements therein not misleading. The
indemnity agreement set forth in this paragrapti fleain addition to any liabilities that the Conmyamay otherwise have.

SECTION 9. CONTRIBUTION. If the indemnification pridled for in Section 8 hereof is for any reasordhelbe unavailable to or otherw
insufficient to hold harmless an indemnified partyespect of any losses, claims, damages, lisslitr expenses referred to therein, then
indemnifying party shall contribute to the aggregamount paid or payable by such indemnified payincurred, as a result of any losses,
claims, damages,
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liabilities or expenses referred to therein (isirch proportion as is appropriate to reflect thatinee benefits received by the Company, on the
one hand, and the Underwriters, on the other Hamoh the offering of the Common Shares pursuattitoAgreement or (ii) if the allocation
provided by clause

(i) above is not permitted by applicable law, ilsproportion as is appropriate to reflect not ahly relative benefits referred to in clause (i)
above but also the relative fault of the Compamyth® one hand, and the Underwriters, on the dthed, in connection with the statement
omissions which resulted in such losses, claimsadges, liabilities or expenses, as well as anyratievant equitable considerations. The
relative benefits received by the Company, on tieltand, and the Underwriters, on the other hanchmnection with the offering of the
Common Shares pursuant to this Agreement shalebmdd to be in the same respective proportionsestotal net proceeds from the
offering of the Common Shares pursuant to this Agrent (before deducting expenses) received by tingp@ny, and the total underwriting
discounts received by the Underwriters, in eacle easset forth on the front cover page of the Rretsis (or, if Rule 434 under the Securities
Act is used, the corresponding location on the T8haet) bear to the aggregate initial public offgprice of the Common Shares as set forth
on such cover. The relative fault of the Compamytt® one hand, and the Underwriters, on the dthed, shall be determined by reference
to, among other things, whether any such untrusdleged untrue statement of a material fact or simisor alleged omission to state a
material fact relates to information supplied bg @ompany, on the one hand, or the Underwritershemther hand, and the parties' relative
intent, knowledge, access to information and oppaty to correct or prevent such statement or oimiss

The amount paid or payable by a party as a reftiiedosses, claims, damages, liabilities and psps referred to above shall be deemed to
include, subject to the limitations set forth ircBen 8(c) hereof, any legal or other fees or esgsreasonably incurred by such party in
connection with investigating or defending any @ctor claim. The provisions set forth in

Section 8(c) hereof with respect to notice of comoaenent of any action shall apply if a claim font@ution is to be made under this
Section 9; provided, however, that no additiondlagoshall be required with respect to any actmmwhich notice has been given under
Section 8(c) hereof for purposes of indemnification

The Company and the Underwriters agree that it daot be just and equitable if contribution purduarthis Section 9 were determined by
pro rata allocation (even if the Underwriters wgeated as one entity for such purpose) or by aéingronethod of allocation which does not
take account of the equitable considerations redeto in this Section 9.

Notwithstanding the provisions of this Section 8,Underwriter shall be required to contribute ampoant in excess of the underwriti
discounts received by such Underwriter in connectiith the Common Shares underwritten by it andtithisted to the public. No person
guilty of fraudulent misrepresentation (within timeaning of Section 11(f) of the Securities Act)lsba entitled to contribution from any
person who was not guilty of such fraudulent misespntation. The Underwriters' obligations to dbmite pursuant to this Section 9 are
several, and not joint, in proportion to their resfive underwriting commitments as set forth opjgotfieir names in Schedule A. For purpc
of this Section 9, each officer and employee obaderwriter and each person, if any, who contral®&Jaderwriter within the meaning of the
Securities Act or the Exchange Act shall have #iraesrights to contribution as such Underwriter, aach director of the Company, each
officer of the Company who signed the Registratidatement, and each person, if any,
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who controls the Company with the meaning of theuites Act or the Exchange Act shall have the esaights to contribution as the
Company.

SECTION 10. DEFAULT OF ONE OR MORE OF THE SEVERAINDERWRITERS. If, on the First Closing Date or thec8nd Closing
Date, as the case may be, any one or more of theeatdJnderwriters shall fail or refuse to purch&mesnmon Shares that it or they have
agreed to purchase hereunder on such date, aaddnegate number of Common Shares which such diefpldnderwriter or Underwriters
agreed but failed or refused to purchase doesxuetel 10% of the aggregate number of the CommoreSha be purchased on such date
other Underwriters shall be obligated, severatiythie proportions that the number of Firm Commoar8s set forth opposite their respective
names on Schedule A bears to the aggregate nurhBanoCommon Shares set forth opposite the narhai such non-defaulting
Underwriters, or in such other proportions as magecified by the Representatives with the consfetfie non-defaulting Underwriters, to
purchase the Common Shares which such defaultinghimiter or Underwriters agreed but failed or efdi to purchase on such date. If, on
the First Closing Date or the Second Closing Dagehe case may be, any one or more of the Unders/shall fail or refuse to purchase
Common Shares and the aggregate number of CommaresShith respect to which such default occurs exed 0% of the aggregate nunm
of Common Shares to be purchased on such datareartjements satisfactory to the Representativesh@nCompany for the purchase of
such Common Shares are not made within 48 howes @fth default, this Agreement shall terminatdeuit liability of any party to any oth
party except that the provisions of Section 4, i®ad® and Section 9 hereof shall at all times hecti’e and shall survive such termination
any such case either the Representatives or thgp&uonshall have the right to postpone the Firssi@ilp Date or the Second Closing Date, as
the case may be, but in no event for longer thaarsdays in order that the required changes, if Bmthe Registration Statement and the
Prospectus or any other documents or arrangemeaxytdeeffected.

As used in this Agreement, the term "Underwritdrdlsbe deemed to include any person substituted @efaulting Underwriter under this
Section

10. Any action taken under this Section 10 shatlratieve any defaulting Underwriter from liability respect of any default of such
Underwriter under this Agreement.

SECTION 11. TERMINATION OF THIS AGREEMENT. Prior the First Closing Date, this Agreement may be beated by the
Representatives in their absolute discretion biceaiven to the Company if at any time (i) tradorgquotation in any of the securities issued
or guaranteed by the Company shall have been sdisgeam limited by the Commission or on any exchamge any over-the-counter market
or trading in securities generally on the New Y8tkck Exchange shall have been suspended or lintedinimum or maximum prices sh
have been generally established on such stock egehé&i) a general banking moratorium shall hagerbdeclared by any of federal, New
York or Nebraska authorities; or (iii) there shadive occurred any outbreak or escalation of natimniaternational hostilities or any crisis or
calamity, or any change in the United States @rivdtional financial markets, or any substantiange or development involving a
prospective substantial change in United Statesiternational political, financial or economic abtions, as in the judgment of the
Representatives is material and adverse and mikepgracticable or inadvisable to market the Comr8bares in the manner and on the
terms described in the Prospectus or to enforctas for the sale of securities. Any terminagimsuant to this Section 11 shall be without
liability on the part of (a) the Company to any @nariter, except that the Company shall be obligatereimburse the expenses of the
Representatives
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and the Underwriters pursuant to Section 4 he(bdpfany Underwriter to the Company, or (c) of aaytp hereto to any other party except
the provisions of Section 8 and Section 9 shadllaimes be effective and shall survive such teation.

SECTION 12. REPRESENTATIONS AND INDEMNITIES TO SURYE DELIVERY. The respective indemnities, agreensent
representations, warranties and other statemenit® @@ompany, of its officers and of the severati€hriters set forth in or made pursuan
this Agreement will remain in full force and effeotgardless of any investigation made by or oralfedi any Underwriter or the Company or
any of its or their partners, officers or directorsany controlling person, as the case may bewalhdurvive delivery of and payment for the
Common Shares sold hereunder and any terminatitrisoAgreement.

SECTION 13. NOTICES. All communications hereundwalkbe in writing and shall be mailed, hand dakdeor telecopied and confirmec
the parties hereto as follows:

If to the Representatives:

Banc of America Securities LLC
9 West 57th Street
New York, NY 10019

Facsimile: 212-933-2217
Attention: Trevor Ganshaw/Thomas Morrison

with a copy to:

Banc of America Securities LLC
9 West 57th Street

New York, NY 1001¢

Facsimile: 212-583-8567
Attention: Nicholas T. Ganz, Esq.

and

J.P. Morgan Securities Inc.

277 Park Avenue

New York, NY 10172

Facsimile: 212-

Attention: Equity Capital Markets

with a copy to:

J.P. Morgan Securities Inc.
277 Park Avenue

New York, NY 1017z
Facsimile: 212-270-7487
Attention: Travis Epes, Esq.

If to the Company:

Nelnet, Inc.
121 South 13th Street, Suite 201
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Lincoln, NE 68508
Facsimile: 402-458-2399
Attention: Terry J. Heimes, Chief Financial Officer

With a copy to:

Cabhill Gordon and Reindel llp

80 Pine Street

New York, NY 1000t

Facsimile: 212-269-5420

Attention: Gerald S. Tanenbaum, Esq.

and
Perry, Guthery, Haase & Gessford, P.C., L.L.O.

233 South 13th Street, Suite 1400
Lincoln, NE 68508

Facsimile: 402-476-0094
Attention: Daniel F. Kaplan, Esq.

Any party hereto may change the address for recigbmmunications by giving written notice to thiders.

SECTION 14. SUCCESSORS. This Agreement will inaréhie benefit of and be binding upon the partigstioe including any substitute
Underwriters pursuant to Section 10 hereof, artiedbenefit of the employees, officers and directord controlling persons referred to in
Section 8 and Section 9 hereof, and in each caserdspective successors, and no other persomayit any right or obligation hereunder.
The term "successors" shall not include any puhakthe Common Shares as such from any of theetwriters merely by reason of such
purchase.

SECTION 15. PARTIAL UNENFORCEABILITY. The invaliditor unenforceability of any Section, paragraplpmvision of this Agreeme
shall not affect the validity or enforceability afly other Section, paragraph or provision herd@iny Section, paragraph or provision of this
Agreement is for any reason determined to be idvaiunenforceable, there shall be deemed to be sach minor changes (and only such
minor changes) as are necessary to make it vaticeaforceable.

SECTION 16. GOVERNING LAW PROVISIONS. This Agreemehall be governed by and construed in accordasitbethe internal laws
of the State of New York applicable to agreemendasienand to be performed in such state.

SECTION 17. GENERAL PROVISIONS. This Agreement dduoges the entire agreement of the parties toAlgieement and supersedes all
prior written or oral and all contemporaneous agreements, understandings and negotiations watreot to the subject matter hereof. This
Agreement may be executed in two or more counttspaach one of which shall be an original, with $ame effect as if the signatures
thereto and hereto were upon the same instrumbig.Agreement may not be amended or modified urnitessiting by all of the parties
hereto, and no condition herein (express or implnedy be waived unless waived in writing by eacttypahom the condition is meant to
benefit. The Table of Contents and the
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Section headings herein are for the convenientieeoparties only and shall not affect the consiomobr interpretation of this Agreement.

Each of the parties hereto acknowledges thatitsiephisticated business person who was adequepelysented by counsel during
negotiations regarding the provisions hereof, iditlg, without limitation, the indemnification preions of Section 8 and the contribution
provisions of

Section 9 hereof, and is fully informed regardiagdgrovisions. Each of the parties hereto furdeknowledges that the provisions of
Sections 8 and 9 hereto fairly allocate the riskiight of the ability of the parties to investigghe Company, its affairs and its business in
order to assure that adequate disclosure has ba@éa imthe Registration Statement, any prelimipaogpectus and the Prospectus (and any
amendments and supplements thereto), as requirdeigecurities Act and the Exchange Act.

The respective indemnities, contribution agreemesfsesentations, warranties and other statenoétite Company and the several
Underwriters set forth in or made pursuant to Adgseement shall remain operative and in full foacel effect, regardless of (i) any
investigation, or statement as to the results tifereade by or on behalf of any Underwriter, thitcefs or employees of any Underwriter, i
person controlling any Underwriter, the Company, dffficers or employees of the Company, or anygrecentrolling the Company, (i)
acceptance of the Common Shares and payment forlieesunder and (iii) termination of this Agreement

26



If the foregoing is in accordance with your undansting of our agreement, kindly sign and returtheoCompany the enclosed copies hereof,
whereupon this instrument, along with all countetphereof, shall become a binding agreement inrdemce with its terms.

Very truly yours,
NELNET, INC.

By:

The foregoing Underwriting Agreement is hereby @onéd and accepted by the Representatives in Nenk, Yew York as of the date first
above written.

BANC OF AMERICA SECURITIES LLC

J.P. MORGAN SECURITIES INC.

CREDIT SUISSE FIRST BOSTON LLC
MORGAN STANLEY & CO. INCORPORATED
Acting as Representatives of the

several Underwriters named in

the attached Schedule A.

By: BANC OF AMERICA SECURITIES LLC

By:

By: J.P. MORGAN SECURITIES INC.

By:
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SCHEDULE A

NUMBER OF
FIRM COMMON SHARES
UNDERWRITERS TO BE PURCHASED
Banc of America Securities LLC.......ccccoceeeeee. L
J.P. Morgan Securities INC.....ccoovevvvccees L
Credit Suisse First Boston LLC
Morgan Stanley & Co. Incorporated
.............................................
1 ] - |,
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EXHIBIT A-1

Opinion of Cahill Gordon & Reindel llp, counsel filre Company, to be delivered pursuant to Sectiehdf the Underwriting Agreement.
References to the Prospectus in this Exhibit Aeluide any supplements thereto at the First CloBiatg (or the Second Closing Date, as the
case may be).

() The Underwriting Agreement has been duly exedwtnd delivered by the Company.

(i) The Registration Statement and the Rule 46R@jistration Statement, if any, has been declaffedtive by the Commission under the
Securities Act. To the knowledge of such counselstop order suspending the effectiveness of etthdre Registration Statement or the F

462(b) Registration Statement, if any, has bearegsinder the Securities Act and no proceedingsuon purpose have been instituted or are
pending or are contemplated or threatened by timan@ission. Any required filing of the Prospectus ang supplement thereto pursuant to
Rule 424(b) under the Securities Act has been rmattee manner and within the time period requirgdibch Rule 424(b).

(iii) The Registration Statement, including any &462(b) Registration Statement, the Prospectuseach amendment or supplement to the
Registration Statement and the Prospectus, agfréspective effective or issue dates (other tharfinancial statements included therein or
in exhibits to or excluded from the Registratioat8ment, as to which no opinion need be rende@dply as to form in all material respects

with the applicable requirements of the Securifies

(iv) The statements in the Prospectus under théorep'Shares Eligible for Future Sale -- SaleRes$tricted Shares" and "Certain United
States Income Tax Considerations," insofar as statkments constitute matters of law, summariésgail matters, documents or legal
proceedings, or legal conclusions, has been reddyeuch counsel and fairly present and summariza| material respects, the matters
referred to therein.

(v) No consent, approval, authorization or othefeorof, or registration or filing with, any count other governmental authority or agency is
required for the Company's execution, delivery padormance of the Underwriting Agreement and camsation by the Company of the
transactions contemplated thereby and by the Pcaspeexcept as required under the Securitiesajgdlicable state securities or blue sky
laws and from the NASD.
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(vi) The Company is not, and after receipt of pagtrfer the Common Shares will not be, an "investnoampany” within the meaning of
Investment Company Act.

In rendering such opinion, such counsel may relygé&to matters involving the application of lawsny jurisdiction other than the Business
Corporation Law of the State of New York or thedeal law of the United States, to the extent thegnd proper and specified in such opin
upon the opinion (which shall be dated the Firsts@ig Date or the Second Closing Date, as thernayebe, shall be satisfactory in form and
substance to the Underwriters, shall expressly skeit the Underwriters may rely on such opinioif @svere addressed to them and shall be
furnished to the Representatives) of other couresedonably satisfactory to counsel for the Undéensiand (B) as to matters of fact, to the
extent they deem proper, on certificates of resiptmsfficers of the Company and public officials.
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EXHIBIT A-2

Letter of Cahill Gordon & Reindel llp, counsel fime Company, to be delivered pursuant to Sectieh &(the Underwriting Agreement.
References to the Prospectus in this Exhibit Ackiidle any supplements thereto at the First CloBiatg (or the Second Closing Date, as the
case may be).

Such counsel shall state that they have partidipateonferences with certain officers and oth@resentatives of the Company, with
representatives of the independent auditors foCth@pany and with representatives of the Underverig¢ which the contents of the
Registration Statement and the Prospectus, andupplements or amendments thereto, and relateénnatere discussed. Although such
counsel has made certain inquiries and investigatio connection with the preparation of the Regigin Statement, the limitations inherent
in the role of outside counsel are such that secimsel cannot and does not assume any responysibilithe accuracy, completeness or
fairness of the statements contained in the Ragjisir Statement and the Prospectus, except a-dgebin clause (iv) of Exhibit A-1. Subject
to the foregoing, such counsel advises you thatpimection with their work on this matter, no falbhve come to their attention which would
lead them to believe that either the Registratitaie®ent or any amendments thereto, at the timBdggstration Statement or such
amendments became effective, contained an untatensént of a material fact or omitted to state senel fact required to be stated therei
necessary to make the statements therein not mistear that the Prospectus, as of its date dreafFirst Closing Date or the Second Closing
Date, as the case may be, contained an untruensgiatef a material fact or omitted to state a maltéact necessary in order to make the
statements therein, in the light of the circumsésnender which they were made, not misleadingefitdounderstood that such counsel need
express no belief as to the financial statementdtear financial or statistical data derived thewef included in the Registration Statement or
the Prospectus or any amendments or supplememé&tdhe
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EXHIBIT A-3

Opinion of Perry, Guthery, Haase & Gessford, PLQ.,0., Nebraska counsel for the Company, to bévdetd pursuant to Section 5(e) of the
Underwriting Agreement. References to the Prospgeatthis Exhibit A-3 include any supplements thera the First Closing Date (or the
Second Closing Date, as the case may be).

(i) The Company has been duly incorporated andlislly existing as a corporation in good standimgler the laws of the State of Nebraska.

(i) The Company has corporate power and authtoitywn, lease and operate its properties and tduagrits business as described in the
Prospectus and to enter into and perform its otitiga under the Underwriting Agreement.

(iii) The Company is duly qualified as a foreigmrgoration to transact business and is in good gtgnid each jurisdiction in which such
qualification is required, whether by reason of elership or leasing of property or the condudbudiness, except for such jurisdictions
where the failure to so qualify or to be in gocaingting would not, individually or in the aggregatsult in a Material Adverse Change.

(iv) Each significant subsidiary of the Company da$ined in Rule 405 under the Securities Act)tesn duly incorporated and is validly
existing as a corporation in good standing undefdkvs of the jurisdiction of its incorporation,sheorporate power and authority to own,
lease and operate its properties and to condustifimess as described in the Prospectus ands todwledge of such counsel, is duly
qualified as a foreign corporation to transact hess and is in good standing in each jurisdictowhich such qualification is required,
whether by reason of the ownership or leasing operty or the conduct of business, except for gugbdictions where the failure to so
qualify or to be in good standing would not, indivally or in the aggregate, result in a MateriaV&ge Change.

(v) The Company has an authorized capitalizatiopeaigorth in the Prospectus under the headingit@aation.” All of the issued and
outstanding shares of Common Stock have been dtifyazed and validly issued, are fully paid andassessable and, to knowledge of ¢
counsel, have been issued in compliance with thistration and qualification requirements of federad state securities laws. The form of
certificate used to evidence the Class A CommonkSwin due and proper form and complies withaglblicable requirements of the charter
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and by-laws of the Company and the Business CatiparAct of the State of Nebraska.

(vi) No stockholder of the Company or any othersperhas any preemptive right, right of first refumeother similar right to subscribe for or
purchase securities of the Company arising (i) fsgration of the charter or by-laws of the Companthe Business Corporation Act of the
State of Nebraska or, (ii) to the knowledge of scotnsel, otherwise.

(vii) The Company has full right, power and authoto execute and deliver the Underwriting Agreetrard to perform its obligations
thereunder; and all action required to be takeritferdue and proper authorization, execution atidetg of the Underwriting Agreement and
the consummation by the Company of the transactionsemplated thereby have been duly and validgria

(viii) The Common Shares to be purchased by theedmdters from the Company have been duly authdripe issuance and sale pursuant to
the Underwriting Agreement and, when issued aneleld by the Company pursuant to the Underwrifiggeement against payment of the
consideration set forth therein, will be validlgigd, fully paid and nonassessable.

(ix) The outstanding Common Stock conforms to tbscdiption thereof contained in the Prospectus.Géwamon Shares, when issued and
delivered by the Company pursuant to the UndemgifAgreement against payment of the consideragofosth therein, will conform to the
description thereof in the Prospectus.

(x) The statements (i) in the Prospectus undec#éiptions "Management -- Employee Share Purchasg"P@ertain Transactions,”
"Description of Capital Stock" and "Shares Eligifide Future Sale" and

(i) in Items 14 and 15 of the Registration Statamasofar as such statements constitute termsgook, matters of law, summaries of legal
matters, the charter or by-laws of the Companyudwents or legal proceedings, or legal conclusibas,been reviewed by such counsel and
fairly present and summarize, in all material respethe matters referred to therein.

(xi) To the knowledge of such counsel, except asideed in the Prospectus, there are no legal,rgavental or regulatory investigations,
actions, suits or proceedings pending to whichGbmpany or any of its subsidiaries is or may bardypor to which any property of the
Company or any of its subsidiaries is or may bestiigect which, individually or in the aggregafejétermined adversely to the
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Company or any of its subsidiaries, could reasgnbblexpected to result in a Material Adverse Ckanagd to the knowledge of such
counsel, no such investigations, actions, suifgroceedings are threatened or contemplated by @vgrgmental or regulatory authority or
threatened by others.

(xii) To the knowledge of such counsel, there arderisting Instruments required to be describerkterred to in the Registration Statement
or to be filed as exhibits thereto other than thaescribed or referred to therein.

(xiil) No consent, approval, authorization or otleder of, or registration or filing with, any caur other governmental authority or agenc
required for the Company's execution, delivery padormance of the Underwriting Agreement and camsation by the Company of the

transactions contemplated thereby and by the Pcaspeexcept as required under the Securitiesapgdlicable state securities or blue sky
laws and from the NASD.

(xiv) The execution and delivery of the UnderwritiAgreement by the Company and the performancadéyZbmpany of its obligations
thereunder (other than performance by the Compéitg obligations under the indemnification and tdoution sections of the Underwriting
Agreement, as to which no opinion need be renddiebdave been duly authorized by all necessarp@@te action on the part of the
Company;

(i) will not result in any violation of the provizns of the charter or bigws of the Company or any of its subsidiarie$} @ll not constitute
breach of, or Default under, or result in the dorabr imposition of any lien, charge or encumbenpon any property or assets of the
Company or any of its subsidiaries pursuant toExigting Instrument, except for such breaches, GQiefaliens, charges or encumbrances as
would not, individually or in the aggregate, resnla Material Adverse Change; or (iv) to the knegide of such counsel, will not result in
violation of any law, administrative regulationaministrative or court decree applicable to thenany or any of its subsidiaries, except
such violations as would not, individually or iretaggregate, result in a Material Adverse Change.

(xv) Except as disclosed in the Prospectus, tkitmsvledge of such counsel, there are no persotsredfistration or other similar rights to
have any equity or debt securities registereddta snder the Registration Statement or includetieroffering contemplated by the
Underwriting Agreement, except for such rights agehbeen duly waived.

(xvi) To the knowledge of such counsel, neither@umpany nor any of its subsidiaries is in violataf its charter or by-laws or any
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law, administrative regulation or administrativecourt decree applicable to the Company or anysdfubsidiaries or is in Default in the
performance or observance of any obligation, ages¢ntovenant or condition contained in any malté&nidsting Instrument, except in each
such case for such violations or Defaults as woold individually or in the aggregate, result iMaterial Adverse Change.

In rendering such opinion, such counsel may relygéto matters involving the application of lawsny jurisdiction other than the Business
Corporation Act of the State of Nebraska or theefatllaw of the United States, to the extent thegmd proper and specified in such opinion,
upon the opinion (which shall be dated the Firsts@ig Date or the Second Closing Date, as thernayebe, shall be satisfactory in form and
substance to the Underwriters, shall expressly skett the Underwriters may rely on such opinioif @svere addressed to them and shall be
furnished to the Representatives) of other courssedonably satisfactory to counsel for the Undéensj and (B) as to matters of fact, to the
extent they deem proper, on certificates of resiptmsfficers of the Company and public officials.
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EXHIBIT A-4

Letter of Perry, Guthery, Haase & Gessford, P.Q.,Q., Nebraska counsel for the Company, to besdegid pursuant to Section 5(e) of the
Underwriting Agreement. References to the Prospgectthis Exhibit A-4 include any supplements thera the First Closing Date (or the
Second Closing Date, as the case may be).

Such counsel shall state that they have partidipateonferences with certain officers and oth@resentatives of the Company, with
representatives of the independent auditors foCth@pany and with representatives of the Underverig¢ which the contents of the
Registration Statement and the Prospectus, andupplements or amendments thereto, and relateénnatere discussed. Although such
counsel has made certain inquiries and investigatiio connection with the preparation of the Regigin Statement, such counsel does not
assume any responsibility for the accuracy, corepkts or fairness of the statements containeciRégistration Statement and the
Prospectus, except as provided in clauses (ix)0@naf Exhibit A-3. Subject to the foregoing, suotunsel advises you that, in connection
with their work on this matter, no facts have caméheir attention which would lead them to beli¢ivat either the Registration Statement or
any amendments thereto, at the time the Registr&iatement or such amendments became effectimgined an untrue statement of a
material fact or omitted to state a material facfuired to be stated therein or necessary to niekstatements therein not misleading or that
the Prospectus, as of its date or at the Firsti@tjd3ate or the Second Closing Date, as the cagebmacontained an untrue statement of a
material fact or omitted to state a material faatessary in order to make the statements thereiheilight of the circumstances under which
they were made, not misleading (it being understbatisuch counsel need express no belief as tindrecial statements or other financial
statistical data derived therefrom included in tegistration Statement or the Prospectus or anyydments or supplements thereto).
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EXHIBIT B
, 2003

Banc of America Securities LLC
J.P. Morgan Securities Inc.
Joint Book-Running Managers

RE: Nelnet Loan Services, Inc. (to be renamed Nelne) (the "Company")
Ladies & Gentlemen:

The undersigned is an owner of record or beneficidlcertain shares of Common Stock of the Comp@d@pmmon Stock"). The Company
proposes to carry out a public offering of Commaoc® (the "Offering") for which you will act as threpresentatives of the underwriters.
undersigned recognizes that the Offering will béerfiefit to the undersigned and will benefit therpany by, among other things, raising
additional capital for its operations. The undemnsig) acknowledges that you and the other undensriter relying on the representations and
agreements of the undersigned contained in thir let carrying out the Offering and in enteringpininderwriting arrangements with the
Company with respect to the Offering. However,dhdersigned recognizes that whether or not theri@fféakes place depends on a variety
of factors and that you are under no obligatioariter into such underwriting arrangements.

In consideration of the foregoing, the undersigheceby agrees that the undersigned will not, withle@ prior written consent of Banc of
America Securities LLC and J.P. Morgan Securities (which consent may be withheld in their sokcdition), directly or indirectly, sell,
offer, contract or grant any option to sell (inadhglwithout limitation any short sale), pledge nisfer, establish an open "put equivalent
position" within the meaning of Rule 16a-1(h) untlexr Securities Exchange Act of 1934, as amendeatherwise dispose of any shares of
Common Stock, options or warrants to acquire shair€mmon Stock, or securities exchangeable orcésable for or convertible into
shares of Common Stock currently or hereafter oveitbar of record or beneficially (as defined inl&ku3d-3 under the Securities Exchange
Act of 1934, as amended, but only including shaféSommon Stock over which the undersigned haptiveer to control the disposition) by
the undersigned, or publicly announce an intertibotio any of the foregoing, for a period commenainghe effective date of the registration
statement relating to the Offering and continuimgtigh the close of trading on the date 180 das tfe date of the final prospectus for the
Offering. The foregoing sentence shall not applfitany shares of Common Stock acquired as patteDffering,

(i) any shares of Common Stock or other securdieguired in open market transactions after comeraeat of the Offering, (iii) bona fide
gifts or distributions (including if the undersighis a partnership, to its partners) without coesation to persons who, as a result of such gift
or distribution, will not be required to make arfd under Section 16(a) of the Securities Exchahgieof 1934, as amended, prior to the
expiration of the 180-day period referenced abvgtransfers which occur by operation of law, g conversion of one class of Common
Stock into another class of Common Stock or

(vi) the transfer of any or all of the shares off@oon Stock owned by the undersigned either duris@ihher lifetime or on death, by gift,

will or intestate succession to the immediate farofithe undersigned or to a trust the beneficgaoiewhich are exclusively the undersigned
and/or a member or members of his or her immedkady; provided, however, that in any such casscdeed in (iii), (iv) or (vi) it shall be
condition to such transfer that the transferee @bescand delivers to Banc of America Securities ldr@ J.P. Morgan Securities Inc. an
agreement stating that the transferee is receatgholding the Common Stock subject to the prowsiof this letter agreement. The
undersigned also agrees and consents to the drgtypotransfer instructions with the Company'ssfar agent and registrar against the
transfer of shares of Common
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Stock or securities convertible into or exchangealexercisable for Common Stock held by the wigeed except in compliance with the
foregoing restrictions.

With respect to the Offering only, the undersigmedves any registration rights relating to registra under the Securities Act of 1933, as
amended, of any Common Stock owned either of respleneficially by the undersigned, including aights to receive notice of the
Offering.

This agreement is irrevocable and will be bindimgee undersigned and the respective successins, personal representatives and assigns
of the undersigned. This agreement shall terminpts the earlier to occur of (i) the expiratiorttodé 180elay period referenced above and
such time as the Company or Banc of America Seéesiiitl C and J.P. Morgan Securities Inc. determinaltandon or terminate the Offering.

Printed Name of Holder

By:

Printed Name of Person Signing

(and indicate capacity of person signing if signétsgcustodian, trustee or on behalf of an entity)
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EXHIBIT 3.1
ARTICLES OF AMENDMENT TO
ARTICLES OF INCORPORATION

OF
NELNET, INC.

Pursuant to the provisions of Section 21-20,116.Reb.Stat. (Reissue 1997) the above corporatioptadbe following Articles of
Amendment to its Articles of Incorporation:

1. The name of the corporation is Nelnet, Inc.

2. The following amendments to the Articles of Immaration were adopted by the Stockholders of thrparation in the manner prescribed by
the Nebraska Business Corporation Act:

A. The Amended and Restated Articles of Incorporatire hereby deleted in their entirety and theSgé@mended and Restated Articles of
Incorporation shall replace and supersede them.

3. The number of shares of the Corporation's comstatk outstanding at the time of adoption of theve amendment was 31,015,034.4
shares of Class A voting Common Stock, and 14,@33%shares of Class B Common Stock; the numbshanfes entitled to vote thereon
31,015,034.4 shares of Class A voting Common Stae#t,14,023,453.5 shares of Class B Common Stdeknimber of votes of each
voting group indisputably represented at the mgetim November 3,2003, was 16,739,423.2 sharesass@ Common Stock and
12,322,453.5 shares of Class B Common Stock.

4. The date that the amendments as set forth abereadopted was November 3, 2003.

5. The number of votes cast for the amendment®gbtabove by the Class A Common Stock sharehslded the Class B Common Stock
shareholders entitled to vote, the common stocidrs| was sufficient for approval by this votinggyp.

Dated as of this 3rd day of November, 2003.
Nelnet, Inc.

By: /s/ Mchael S. Dunlap

M chael S. Dunl ap, President and Co-CEO



ARTICLES OF RESTATEMENT

Nelnet, Inc. (the "Corporation"), a corporation angzed and existing under the laws of the Statdaiifraska, does hereby certify as follo
pursuant to Section 21-20,122(4) Neb.Rev.Stat.s@Re 1997) of the Nebraska Business Corporation Act

1. The name of the Corporation is Nelnet, Inc.

2. The text of the Second Amended and Restatedléstof Incorporation adopted by the Corporatiomé&ked as Exhibit A, attached hereto
and incorporated herein by this reference.

3. The Second Amended and Restated Articles ofrjmcation contain amendments to the articles afiiporation requiring shareholder
approval.

4. The text of each amendment adopted by the Catiparis set forth in the Second Amended and Redtatticles of Incorporation, attached
hereto and incorporated herein by this reference.

5. The date of each amendment's adoption was Nase8j2003.

6. The number of shares of the Corporation's comstatk outstanding at the time of adoption of theve amendment was 31,015,034.4
shares of Class A voting Common Stock, and 14,@33%shares of Class B Common Stock; the numbshanfes entitled to vote thereon
31,015,034.4 shares of Class A voting Common Stac#t,14,023,453.5 shares of Class B Common Stdeknimber of votes of each
voting group indisputably represented at the mgetim November 3, 2003, was 16,739,423.2 sharetasb@ Common Stock and
12,322,453.5 shares of Class B Common Stock.

7. The number of votes cast for the amendment®gbtabove by Class A Common Stock shareholdedsGlass B Common Stock
shareholders entitled to vote was sufficient fqurapal was sufficient for these voting groups.

Dated as of this 3rd day of November, 2003.
Nelnet, Inc.

By: /s/ Mchael S. Dunlap

M chael S. Dunl ap
Presi dent and Co- Chi ef Executive Oficer



SECOND AMENDED AND RESTATED

ARTICLES OF INCORPORATION
OF
NELNET, INC.
(FORMERLY NELNET LOAN SERVICES, INC.)

ARTICLE I.
NAME
The name of the Corporation shall be Nelnet, Inc.
ARTICLE II.
PRINCIPAL AND REGISTERED OFFICES

The principal and registered offices of the Corgiorashall be at 121 South 13th Street, Suite R@icoln, Nebraska 68508, or such other
place or places as the Corporation may establidhaintain in the State of Nebraska or elsewhetb@Board of Directors may deem
prudent, necessary or expedient from time to tifie Corporation's initial registered agent at suegfistered office shall be Terry J. Heimes.

ARTICLE III.
PURPOSE AND POWERS

The purpose of the Corporation is to engage inlanful act or activity for which a corporation magw or hereafter be organized under the
Nebraska Business Corporation Act (the "Nebrask&) Athe Corporation shall have all powers that maw or hereafter be lawful for
corporation to exercise under the Nebraska Actuantter the laws of the State of Nebraska gener@lig. Corporation shall have perpetual
existence.

ARTICLE IV.
CAPITAL STOCK

4.1. Total Number of Shares of Stock. The total berof shares of capital stock of all classesttmaiCorporation shall have authority to
issue is 665,000,000 shares. The authorized cagpitek is divided into (i) 50,000,000 shares off@med stock, with par value of $0.01 per
share (the "Preferred Stock"); (ii) 600,000,000rehaf Class A Common Stock (the "Class A CommariS), with par value of $0.01 per
share; and (iii) 15,000,000 shares of Class B Com8tock (the "Class B Common Stock"), with par eatd $0.01 per share. The number of
authorized shares of any of the Preferred Stocs<A Common Stock or Class B Common Stock mandreased or decreased (but not
below the number of shares thereof then outstapdiynghe affirmative votes of the holders of a nmi&yoin voting power of the stock of the
Corporation entitled to vote thereon irrespectif/amy provision of the Nebraska Act now or hereaifteeffect, and no vote of the holders of
the Preferred Stock, the Class A Common S



or the Class B Common Stock voting separately@ass shall be required therefor. None of the CAea€ommon Stock or Class B Common
Stock may be subdivided, consolidated, reclassiiregtherwise changed in any manner unless the othss is subdivided, consolidated,
reclassified or otherwise changed in the same nraamtkproportion.

4.2. Preferred Stock. Subject to limitations of laggble law, the Board of Directors is hereby exste authorized, by resolution or
resolutions, to provide, out of the unissued shaféxeferred Stock, for one or more series ofdérefl Stock and, with respect to each such
series, to fix the number of shares constitutinthsseries and the designation of such series,dtiegvpowers (if any) of the shares of such
series and the preferences and relative, partingpatptional or other special rights, if any, e qualifications, limitations or restrictions
thereof, of the shares of such series. The poyeegerences and relative, participating, optiomal ather special rights of each series of
Preferred Stock, and the qualifications, limitatiar restrictions thereof, if any, may differ frahose of any and all other series at any time
outstanding. Such rights and restrictions as refeto above shall include, without limitation, digend rights, conversion rights, voting rights,
terms of redemption, including sinking fund prowiss, redemption price or prices, liquidation preferes and the number of shares
constituting any series or designations of sucteser

4.3. Class A Common Stock. Each holder of Classom@on Stock shall be entitled to one (1) vote fmteshare of Class A Common Stock
held of record by such holder on all matters oncllshareholders generally are entitled to vote.

4.4. Class B Common Stock. Each holder of Clas®Bi@on Stock shall be entitled to ten (10) votesefech share of Class B Common
Stock held of record by such holder on all mattersvhich shareholders generally are entitled t@ woicept as may otherwise expressly be
provided for herein.

4.5. Class Voting. Subject to limitations of applite law, Class A Common Stock and Class B ComntockSshall vote as a single class on
all matters to be voted on including, without liadibn, any consolidation or merger of the Corporatnto or with any other corporation or
sale or transfer of all or substantially all ofatssets; provided, however, that the vote of a ritgjof the shares of Class B Common Stock,
voting separately as a class, shall be requiréaltter the number of votes per share that each sifatéass B Common Stock entitles its
holder to have.

4.6. Conversion. Class A Common Stock is not cdibler Each share of Class B Common Stock is cdiblerat any time at the holder's
option into one (1) share of Class A Common St&ach share of Class B Common Stock shall autontigtioenvert into one (1) share of
Class A Common Stock, without any action by thep@eation or further action by the holder thereqion the Transfer (as defined below) of
such share, other than the following Transfers:

(i) to any other holder of Class B Common Stockooany natural person or business organization tlactly or indirectly, controls, is
controlled by or is under common control with sicder ("business organization” shall mean any @@ipon, limited liability company,
partnership or like entity); (ii) to a spouse, Bigl parent, grandparent or descendant, whetharalair adopted, of a holder of Class B
Common Stock; (i) to any charitable foundationotiher organization qualified under Section 50B¥(f the Internal Revenue Code of
1986, as
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amended, or the corresponding provision of anyemgisnt federal tax law; (iv) to a trust all of tieneficiaries of which are holders of Class
B Common Stock each of whom is a natural persomiralgpersons described in clause (ii) hereof aneiitities described in clause (jii)

hereof; (v) by will to any transferee describedlause (i), (iii) or (iv) hereof; (vi) pursuant the laws of descent and distribution to a spouse,
sibling, parent, grandparent and/or descendanttheh@atural or adopted, of a holder of Class B @am Stock; or (vii) to the Corporation.
Notwithstanding the foregoing, a share of Classd&n@ion Stock shall automatically convert into onestiare of Class A Common Sto
without any action by the Corporation or furthetiae by the holder thereof, upon any Transfer athsshare pursuant to a divorce or
separation agreement, decree or order. "Transfedhsia sale, assignment, transfer, gift, encumérancther disposition, other than a bona
fide pledge for collateral security purposes.

In the event at any time the shares of the Cla€®Bmon Stock outstanding constitute less than 508teoClass B Common Stock
outstanding as of the date of the final prospexlating to the Corporation's initial public offeg (as adjusted for any dividend or other
distribution, recapitalization, stock split, reverstock split, reorganization, merger, consolidatgplit-up, spin-off, combination, repurchase
or exchange of shares or other securities, theugsuof warrants or other rights to purchase sharether securities, or other similar
capitalization change), each remaining share ad<CBaCommon Stock outstanding shall automaticalgdnverted into one (1) share of
Class A Common Stock.

The Corporation will reserve and at all times kaegilable out of its authorized but unissued shafé&ass A Common Stock or its shares of
treasury stock of such class a sufficient numbeahefes of Class A Common Stock to satisfy the emion requirements of all outstanding
shares of Class B Common Stock.

4.7 Dividend Rights. Holders of Class A Common &tand Class B Common Stock shall be entitled teivecratably dividends payable in
cash, in stock or otherwise, as and when declayabdebBoard of Directors out of assets legally kldé therefor, subject to any preferential
rights of any outstanding Preferred Stock.

4.8 Other Rights. Upon liquidation, dissolutiormanding up of the Corporation, after payment irl fiflthe amounts required to be paid to
holders of any outstanding Preferred Stock, allld of Class A Common Stock and Class B CommockSte entitled to receive ratably
any assets available for distribution to holdees¢bf after the payment of all debts and otheiilitas of the Corporation. No shares of the
Class A Common Stock or the Class B Common Stoak Bave preemptive rights to purchase additiohatas. The rights, preferences and
privileges of holders of Class A Common Stock afms€B Common Stock shall be subject to, and magdersely affected by, the rights
holders of outstanding Preferred Stock. All shafeSlass A Common Stock, Class B Common Stock arteRed Stock which are acquired
by the Corporation shall be available for re-issgaby the Corporation at any time.

4.9 Rights With Respect to Future Issuances anesSahe Board of Directors shall be authorized¢ate and issue by one or more
resolutions, whether or not in connection with ig®iance and sale of any of the Corporation's gesuor properties, rights entitling the
holders thereof to purchase securities issueddtrporation or any other entity. The times at @lredterms upon which such rights are tc
issued are to be determined by the Board of Dirscto
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and set forth in contracts or other instrumentscvl@vidence such rights. The authority of the BasdrDirectors with respect to such rights
shall include, without limitation, the determinatiof the initial purchase price, the times anduwinstances under which such rights may be
exercised, provisions denying such holders of @ifipd percentage of the Corporation's outstandaggjtal stock the right to exercise such
rights and provisions to permit the Corporatiomgdeem or exchange such rights.

4.10 Recapitalization Plan; Exchange of Certifisatgach share of the Corporation's Class B (nongpCommon Stock owned by Michae
Dunlap, Terri Dunlap, Stephen F. Butterfield anddginFinancial Services, Inc., and each share oCihgoration's Class A (voting) Comir
Stock issued and outstanding or held in treasammediately prior to the filing of the Amended anesRated Articles of Incorporation with 1
Nebraska Secretary of State on August 14, 2003, sy such filing and thereafter, exchanged far @assified as 210 shares of
Corporation's Class B Common Stock. Each shareeo€orporation's Class B (nonvoting) Common Stesked and outstanding or held in
treasury immediately prior to the filing of the Anted and Restated Articles of Incorporation on Audu, 2003 (other than shares of Class
B (nonvoting) Common Stock owned by Michael S. @mlITerri Dunlap, Stephen F. Butterfield and Urfidmancial Services, Inc.), was,
upon such filing and thereafter, exchanged for@assified as 210 shares of the Corporation's GliaSsmmon Stock. Promptly after the
filing of the Amended and Restated Articles of Irparation on August 14, 2003, each holder of thep@ation's issued and outstanding
capital stock surrendered, or is entitled to sudeento the Corporation all certificates representll such shares of the Corporation's capital
stock, properly endorsed for transfer to the Caapon, which certificates were in any event deewceutelled at the time of such filing, and
the Corporation thereupon issued and deliveredjjlbissue and deliver, to such holder certificatepresenting the number of shares of the
Corporation's capital stock that such holder wass,eentitled to receive pursuant to the recajaidion plan set forth above.

ARTICLE V.
BOARD OF DIRECTORS

5.1. Powers of Board of Directors. The businessaifairs of the Corporation shall be managed byrater the direction of its Board of
Directors which shall consist of not less than ¢h{& members. In furtherance, and not in limitatiof the powers conferred by the laws of
the State of Nebraska, the Board of Directors gessly authorized to:

(a) adopt, amend, alter, change or repeal the ®g-tf the Corporation; provided, however, that nel@vs hereafter adopted shall invalidate
any prior act of the directors that would have beglid if such new By-laws had not been adopted;

(b) determine the rights, powers, duties, rulesnodedures that affect the power of the Board ieéd@0ors to manage and direct the business
and affairs of the Corporation, including the powedesignate and empower committees of the Boabdrectors, to elect, appoint and
empower the officers and other agents of the Catjmor, and to determine the time and place ofnttece requirements for, Board meetings,
as well as quorum and voting requirements for,thednanner of taking, Board action; and
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(c) exercise all such powers and do all such actaay be exercised or done by the Corporationgsuly the provisions of the Nebraska Act,
these Second Amended and Restated Articles of pocation and the By-laws of the Corporation.

5.2. Number of Directors. Subject to Section Shg, iumber of directors constituting the Board afebiors shall be determined from time to
time exclusively by a vote of a majority of the Bad®f Directors in office at the time of such vote.

5.3. Vacancies. Any vacancies in the Board of Daecfor any reason and any newly created direlsipresulting by reason of any increase
in the number of directors may be filled only b #Board of Directors, acting by a majority of tleenaining directors then in office, although
less than a quorum, or by a sole remaining direatod any directors so appointed shall hold offiogl removed or until the next election at
the next annual shareholder's meeting and uniil $uecessors are elected and qualified.

5.4. Removal of Directors. Any director, or theienBoard of Directors, may be removed from offideany time, with or without cause, by
the affirmative vote of the holders of a majorifytloe voting power of all of the shares of capsirick of the Corporation then entitled to vote
generally in the election of directors, voting tdge as a single class.

ARTICLE VL.
SHAREHOLDER ACTIONS AND MEETINGS OF SHAREHOLDERS

Special meetings of shareholders of the Corporatiay be called only by the Board of Directors parguo a resolution adopted by a
majority of the members of the Board of Directdrert in office, except as may otherwise be requirethe Nebraska Act. Elections of
officers need not be by written ballot, unless othse provided in the By-laws. For purposes ofhadletings of shareholders, a quorum shall
consist of shares constituting a majority of théngpower of all the shares of the capital stotthe Corporation entitled to vote at such
meeting of shareholders, unless otherwise reqinyddw.

ARTICLE VII.
LIMITATION ON LIABILITY OF DIRECTORS

No person shall be personally liable to the Corfianeor its shareholders for monetary damagesifeadh of fiduciary duty as a direct
including without limitation directors serving onbramittees of the Board of Directors; provided, heere that the foregoing shall not
eliminate or limit the liability of a director fdr) any breach of the director's duty of loyaltythe@ Corporation or its shareholders; (ii) acts or
omissions not in good faith or which involve inten@al misconduct or a knowing violation of law;)iacts or omissions which the Nebraska
Act does not permit indemnity for directors undectton 21-2018(2)(e) of the Nebraska Act or otheeybr (iv) any transaction from which
the director derived an improper personal benkfihe Nebraska Act is amended hereafter to autbarorporate action further eliminating or
limiting the personal liability of directors, theine liability of a director of the Corporation shiaé¢ eliminated or limited to the fullest extent
permitted by the Nebraska Act, as so amended. Any
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amendment, repeal or modification of this Articld Shall not adversely affect any right or proteatiof a director of the Corporation existing
hereunder with respect to any act or omission egwprior to such amendment, repeal or modifiaatio

ARTICLE VIII.

INDEMNIFICATION OF DIRECTORS, OFFICERS
EMPLOYEES AND OTHER AGENTS

8.1. Indemnification of Directors and Officers. T@erporation shall, to the maximum extent and mrtranner permitted by the Nebraska
Act, indemnify each of its directors and officegamst expenses (as defined in

Section 21-20,102 of the Nebraska Act), judgmdirtes, settlements and other amounts actually easlanably incurred in connection with
any proceeding (as defined in Section 21-20,10R@Nebraska Act) arising by reason of the fact $hiah person is or was an agent of the
Corporation. For purposes of this Article VIII, ditector” or "officer" of the Corporation includesy person

(i) who is or was a director or officer of the Corption, (ii) who is or was serving at the requaghe Corporation as a director or officer of
another corporation, partnership, joint ventunesttior other enterprise, or (iii) who was a direcoofficer of a corporation which was a
predecessor corporation of the Corporation or otfzar enterprise at the request of such predeceesporation.

8.2. Indemnification of Others. The Corporationlshave the power, to the extent and in the mapeemitted by the Nebraska Act, to
indemnify each of its employees and agents (othaar tlirectors and officers) against expenses (fasedein Section 21-20,102 of the
Nebraska Act) judgments, fines, settlements andramounts actually and reasonably incurred in ection with any proceeding (as defir

in Section 21-20,102 of the Nebraska Act) arisiggdason of the fact that such person is or waagant of the Corporation. For purposes of
this Article VIII, an "employee" or "agent" of th@orporation (other than a director or officer) umbés any person (i) who is or was an
employee or agent of the Corporation, (i) whorisvas serving at the request of the Corporatioarasmployee or agent of another
corporation, partnership, joint venture, trust tivas enterprise, or (iii) who was an employee arda@f a corporation which was a predece
corporation of the Corporation or of another entegat the request of such predecessor corporation

8.3. Payment of Expenses in Advance. Expensesrattim defending any civil or criminal action oiopeeding for which indemnification is
required pursuant to Section 8.1 or for which ind#imation is permitted pursuant to

Section 8.2 following authorization thereof by Beard of Directors, shall be paid by the Corporaiioadvance of the final disposition of
such action or proceeding upon receipt of an ualleny by or on behalf of the indemnified party épay such amount if it shall ultimately be
determined by final judicial decision, from whidkete is not further right of appeal, that the indéimd party is not entitled to be indemnifi
as authorized in this Article VIII.

8.4. Indemnity Not Exclusive. The indemnificatioropided by this Article VIII shall not be deemedchisive of any other rights to which
those seeking indemnification may be entitled urzgr By-law of the Corporation, agreement, votstadreholders or disinterested directors
or otherwise, both as to action in an official cgipaand as to action in another capacity
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while holding such office, to the extent that sackditional rights to indemnification are authorizedhis Article VIII.

8.5. Insurance. The Corporation shall have the péavpurchase and maintain insurance on behalfypfo&rson who is or was an agent of the
Corporation against any liability asserted agaimshcurred by such person in such capacity oiraisut of such person's status as such,
whether or not the Corporation would have the pawéndemnify him or her against such liability wndhe provisions of this Article VIII.

8.6. Conflicts. No indemnification or advance shwdimade under this Article VIII, except where sumemnification or advance is manda
by law or the order, judgment or decree of any toficompetent jurisdiction, in any circumstanceenit appears that:

(a) it would be inconsistent with a provision oistirticle VIII, the By-laws of the Corporation,rasolution of the shareholders or an
agreement in effect at the time of the accruahefdlleged cause of the action asserted in theepdirng in which the expenses were incurred
or other amounts were paid, which prohibits or otlige limits indemnification; or

(b) it would be inconsistent with any condition esgsly imposed by a court in approving a settlement
ARTICLE IX.

AMENDMENT OF AMENDED AND RESTATED
ARTICLES OF INCORPORATION

The Corporation hereby reserves the right to ameltel, change or repeal any provision containgtiése Second Amended and Restated
Articles of Incorporation in any manner permittedtbe Nebraska Act and all rights and powers coateupon shareholders, directors and
officers herein are granted subject to this resemaprovided, however, that the affirmative vofehe holders of a majority of the voting
power of all the shares of the capital stock of@oeporation then entitled to vote generally in éfection of directors, voting together as a
single class, shall be required to amend, repeatlopt any provision inconsistent with Section ARBicle VI or this proviso.

ARTICLE X.
SEVERABILITY

In the event that any of the provisions of theseo8d Amended and Restated Articles of Incorporafieciuding any provision within a
single Section, paragraph or sentence) are hetddmurt of competent jurisdiction to be invalidjoror otherwise unenforceable, the
remaining provisions are severable and shall remiaforceable to the full extent permitted by law.
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ARTICLE XI.
INCORPORATOR
The name and street address of the incorporatdayst.. Dunlap, 111 Oenida, Milford, Nebraska.
Dated as of November 3, 2003.

/sl M chael S. Dunlap

Name: M chael S. Dunl ap
Title: Co-Chief Executive Oficer
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EXHIBIT 3.2
SECOND AMENDED AND RESTATED BYLAWS OF
NELNET, INC.
ARTICLE |
SHAREHOLDERS

Section 1. Annual Meeting. The annual meeting efghareholders shall be held in May of each year date and time fixed by the Board of
Directors, for the purpose of electing directord &r the transaction of such other business ascome before the meeting. Annual meeti
shall be held in the principal office of the coration or at such other place, either within or withthe State of Nebraska, as shall be
determined by the Board of Directors. The timeuwdtsannual meeting shall be determined by the BohRirectors and stated in the notice.

Section 2. Special Meetings. Special meetings ®ttiareholders may be called only by the Boardifdibrs by a majority of the members
of the Board of Directors then in office, excephaay otherwise be required by applicable law. Speneetings shall be held at such place,
either within or without the State of Nebraska, ahduch date and time as shall be stated in ttieeno

Section 3. Notice of Meeting. Written or printedine stating the place, day and hour of the meetimdy in the case of a special meeting, the
purpose or purposes for which the meeting is calbdll be delivered not less than ten (10) norentbban sixty (60) days before the date of
the meeting, either personally or by mail, by oth&t direction of the Chairman, the President3beretary, or the officer or persons calling
the meeting, to each shareholder of record entitledte at such meeting. If mailed, such noticalldbe deemed delivered when deposited in
the United States mails addressed to the sharetmtidlee address appearing on the stock transfiksbaf the corporation, postage prepaid.

Section 4. Closing of Transfer Books or Fixing @fdard Date. For the purpose of determining shadehslentitled to notice of or to vote at
any meeting of shareholders or any adjournmenetifgor shareholders entitled to receive paymemngfdividend, or in order to make a
determination of shareholders for any other prguepose, the Board of Directors of the corporatitay provide that the stock transfer books
shall be closed for a stated period but not to edcin any case, sixty (60) days. If the stockdfanbooks shall be closed for the purpose of
determining shareholders entitled to notice ofoovdte at a meeting of shareholders, such bookklshalosed for at least ten (10) days
immediately preceding such meeting.

In lieu of closing the stock transfer books, theaBbof Directors may fix in advance a date as ¢wend date for any such determination of
shareholders, such date in any case to be not tmamesixty (60) days and, in the case of a meetfrgipareholders, not less than ten (10) days
prior to the date on which the particular actiequiring such determination of shareholders, isetdaken. If the stock transfer books are not
closed and no record date is fix



for the determination of shareholders entitleddtiae of or to vote at a meeting of shareholdershareholders entitled to receive payment of
a dividend, the date on which notice of the meeisngailed or the date on which the resolutionhef Board of Directors declaring such
dividend is adopted, as the case may be, shalidoeetord date for such determination of sharelhsld&hen a determination of shareholders
entitled to vote at any meeting of shareholdershiees made as provided in this section, such detation shall apply to any adjournment
thereof.

Section 5. Voting Lists. The officer or agent hayoharge of the stock transfer books for sharéseotorporation shall make, at least ten (10)
days before each meeting of shareholders, a coenpebrd of the shareholders entitled to vote el sneeting, or any adjournment thereof,
arranged in alphabetical order with the addresmdfthe number of shares held by each. For a pefitmh (10) days prior to such meeting,
the list shall be kept on file at the registereficefof the corporation and shall be subject tpatdion by any shareholder at any time during
usual business hours. Such record, or a duplibateof, shall also be produced and kept open dirtteeand place of the meeting and shal
subject to the inspection of any shareholder duttiegwhole time of the meeting. The original stteinsfer books shall be prima facie
evidence as to who are the shareholders entitledamine such record or transfer books or to voésga meeting of shareholders.

Section 6. Quorum. A majority of the outstandingr&ls entitled to vote, represented in person quroyy, shall constitute a quorum at a
meeting of shareholders. The holders (or theirasgmtatives) of a majority of the shares preseatageting, even though less than a maj

of the shares outstanding, may adjourn the meétimg time to time without notice other than an ammecement at the meeting, until such

time as a quorum is present. At any such adjounmeeting at which a quorum is present, any busimessbe transacted which might have
been transacted at the original meeting. If a gmasupresent, the affirmative vote of the majodfythe shares represented at the meeting anc
entitled to vote on the subject matter shall besitteof the shareholders, unless the vote of agreamber is required by law.

Section 7. Proxies. At all meetings of the sharééud, a shareholder may vote either in person q@réyy executed in writing by a
shareholder or his or her duly authorized attorimefact. No proxy shall be valid after eleven (iynths from the date of its execution,
unless otherwise provided in the proxy.

Section 8. Voting of Shares. Subject to the provisiof Sections 9 and 10 of this Article 1, eadrsholder entitled to vote shall be entitle
the voting rights (as set forth in the articlesmaforporation) for each share of stock held by bimmer upon each matter submitted to vote at a
meeting of shareholders.

Section 9. Voting of Shares by Certain Holders tiNgitreasury shares nor shares held by anothporaiion, if a majority of the shares
entitled to vote for the election of directors ath other corporation is held by this corporatgmell be voted at any meeting or counted in
determining the total number of outstanding shatemy given time.



Shares standing in the name of another corporat@mnbe voted by such officer, agent or proxy ashgiaws of such corporation may
prescribe, or, in the absence of such provisioth@8oard of Directors of such corporation mayedaine.

Shares held by an administrator, executor, guamiiaonservator may be voted by him or her, eithgrerson or by proxy, without a transfer
of such shares into his or her name. Shares sirdihe name of a trustee may be voted by théeeusither in person or by proxy, but no
trustee shall be entitled to vote shares withawa@asfer of such shares into the trustee's name.

Shares standing in the name of a receiver may tegl\lmy such receiver, and shares held by or uhéecdntrol of a receiver may be voted by
such receiver without the transfer thereof intodriber name if authority to do so be containedrirappropriate order of the court by which
such receiver was appointed.

Section 10. Informal Action by Shareholders. Anji@atrequired to be taken at a meeting of the s$t@ders, or any action which may be
taken at a meeting of the shareholders, may b takbout a meeting if a consent in writing, sedtfiorth the action so taken, shall be signed
by all of the shareholders entitled to vote withpect to the subject matter thereof. Such cons$etitlsave the same force and effect as a
unanimous vote of shareholders and may be statedchsin any articles or document filed with thergtary of State under applicable state
law.

ARTICLE Il
DIRECTORS

Section 1. Number and Qualification. The businegbaffairs of the corporation shall be managed Byard of Directors consisting of a
number determined by the Board of Directors frametito time, but in any event, no less than threeli¢@ctors. The directors need not be
residents of the State of Nebraska, nor sharetolfahe corporation. Although the number and digalions of the directors may be chan
from time to time by amendment to these Bylawscimange shall affect the incumbent directors dutfiregterms for which they were elected.

Section 2. Election and Tenure. At the first megtifithe shareholders and at each annual meetimgafier, the shareholders shall elect
directors who shall hold office until the next seeding annual meeting and until their successars haen elected and qualified unless their
service is earlier terminated because of deatlgmason or removal. Upon acceptance of the supsornis to shares by the incorporator(s),
corporation shall be deemed to have shareholdethdgurposes of the first meeting of shareholdéthe corporation.

Section 3. Vacancies. Any directorship to be fifedany reason, and any newly created directons#splting by reason of an increase in the
number of directors, shall be filled by the affitina vote of a majority of the remaining directgr(ough less than a quorum of
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the Board of Directors. A director elected to @illvacancy shall be elected for the unexpired tdrhisoor her predecessor in office.

Section 4. Removal. At a meeting of the shareheldaled expressly for that purpose, directors beyemoved in the manner hereinafter
provided. Any director, or the entire Board of i@rs, may be removed, with or without cause, bpta of the holders of a majority of the
voting power of all the shares of capital stockhaf Corporation then entitled to vote generallyhia election of directors, voting together as a
single class.

Section 5. Quorum. A majority of the number of dimes fixed by the Bylaws shall constitute a quorfiamthe transaction of any business at
any meeting of the Board of Directors. The act ofaority of the directors present at a meeting/laith a quorum is present shall be the act
of the Board of Directors. If less than a quorurprissent at any meeting, the majority of thosegremay adjourn the meeting from time to

time, without notice other than announcement antketing, until a quorum is present.

Section 6. Annual Meeting. The annual meeting efBloard of Directors shall be held without notitees than this Bylaw immediately
following adjournment of the annual meeting of genriders and shall be held at the same place amthel meeting of shareholders unless
some other place is agreed upon by vote of a njofrithe then elected Board of Directors.

Section 7. Special Meetings. Special meetings®Bbard of Directors may be called by the Chairntla@,President or a majority of the
Board of Directors, and shall be held at the ppatoffice of the corporation or at such other plagither within or without the State of
Nebraska, and at such date and time, as the notigestate

Section 8. Notice. Notice of special meetings shaltelivered, mailed, emailed or sent by teledopgach director at his or her last known
address at least two (2) days prior to the dateotzfing said meetings. Any director may waive netid any meeting. The attendance of a
director at a meeting shall constitute a waivenatice of such meeting, except where a directendt a meeting for the express purpose of
objecting to the transaction of any business becthesmeeting is not lawfully called or conveneditNer the business to be transacted at
the purpose of, any regular or special meetingp@fBoard of Directors need be specified in theceotir waiver of notice of such meeting.

Section 9. Action Without a Meeting. Any action u@gd to be taken at a meeting of the Board of @aes, or of any committee, may be
taken without a meeting, if a consent in writingtting forth the action so taken, shall be signgdlbof the directors, or all of the members
the committee, as the case may be. Such consdhhaba the same effect as a unanimous vote. Theettd may be executed by the directors
in counterparts.

Section 10. Voting. At all meetings of the BoardDifectors, each director shall have one vote freeive of the number of shares he or she
may hold.



Section 11. Presumption of Assent. A director ef ¢brporation who is present at a meeting of ther@of Directors at which action on any
corporate matter is taken shall be presumed to Assented to the action taken unless his or heemlishall be entered in the minutes of the
meeting or unless he or she shall file writteneli$so such action with the person acting as tloeedary of the meeting before the
adjournment thereof or shall forward such dissgmelgistered mail to the Secretary of the corporaimmediately after the adjournment of
the meeting. Such right to dissent shall not applg director who voted in favor of such action.

Section 12. Compensation. By resolution of the BadrDirectors, the directors may be paid theirenges, if any, of attendance at each
meeting of the Board of Directors, and may be pafiked sum for attendance at each meeting of tiedBof Directors or a stated salary as
director. No such payment shall preclude any dineitbm serving the corporation in any other cafyaand receiving compensation therefor.

Section 13. Committees. The Board of Directors ngyresolution or resolutions passed by a majaftthe whole Board, appoint an
executive committee and one or more other comnsitiech committee to consist of two or more dimscbd the corporation, which
committees shall, to the extent permitted by laayehand may exercise such powers of the Boardrefckirs in the management of the
business and affairs of the corporation as shalldiegated to them.

If an executive committee is appointed, it shallsinlg the intervals between meetings of the Bodrfdicectors, have and exercise all of the
powers of the Board of Directors in the managenoéitie business and affairs of the corporationjestttonly to such restrictions or
limitations as the Board of Directors may from titogime specify, or as limited by law.

Section 14. Telephonic Meetings. Members of ther8@& Directors or any committee appointed by tlail of Directors may participate in
a meeting of such Board or committee by meanscofiderence telephone or similar communicationsggant by which all persons
participating in the meeting can hear each oth#reasame time. Participation by such means shaltdute presence in person at a meeting.

Section 15. Shareholder Nominations for Direct8tsareholders may nominate one or more persongefctian as directors at a meeting of
shareholders or propose business to be broughtebafimeeting of shareholders, or both, only if sstthreholder has given timely notice in
proper written form of such shareholder's intennike such nomination or nominations or to progsasgs business. To be timely, a
shareholder's notice must be received by the Sagref the Corporation not later than ninety (98yslprior to such meeting. To be in proper
written form a shareholder's notice to the Secyethall set forth (i) the name and address of tlaeeholder who intends to make the
nominations or propose the business and, as tleencag be, of the person or persons to be nomirmatetithe business to be proposed,; (ii) a
representation that the shareholder is a holdexaufrd of stock of the Corporation that intendsdte such stock at such meeting and, if
applicable, intends to appear in person or by paixjie meeting to nominate the person or pergoasfged in the notice; (iii) if applicable,
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a description of all arrangements or understandiegween the shareholder and each nominee or hay person or persons (haming such
person or persons) pursuant to which the nominatiarominations are to be made by the shareholdgisuch other information regarding
each nominee or each matter of business to be geddwy such shareholder as would be required iocheded in a proxy statement filed
pursuant to Regulation 14A promulgated by the Sgesrand Exchange Commission pursuant to the gesuExchange Act of 1934 had the
nominee been nominated, or intended to be nominatetie matter been proposed, or intended to tyegsed, by the Board of Directors of
the Corporation; and (v) the written consent ofheagminee to serve as director of the Corporafigo elected. The chairman of a meeting of
shareholders may refuse to acknowledge the noraimafiany person or the proposal of any businessnade in compliance with the
foregoing procedure. A nomination of a person fect&on as a director need not be placed in theg@ation's proxy statement or notice of
meeting if it differs from the slate of nomineesposed by the Nominations and Governance Comnuftdee Corporation. A notice, from
any shareholder other than a person who holds Gl&smmon Stock of the Corporation, regarding ansitess, including nomination of
directors, to be brought before an annual shareh®lsheeting must contain

(a) a brief description of the business desiredettrought before the annual meeting and the refas@monducting such business at the an
meeting; (b) the name and address of the sharahmidposing such business; (c) the class and nuoflstrares of the Corporation's stock
beneficially owned by such shareholder; and (d) magerial interest of the shareholder in such hassin

ARTICLE Il
OFFICERS

Section 1. Number and Qualification. The officefshe corporation shall be a President, one or rivice Presidents (as the Board of
Directors shall determine), a Secretary and a Treasind such other officers and agents as magémed necessary by the Board of
Directors. Any two or more offices may be held bg same person.

Section 2. Election and Tenure. The officers ofdbgporation shall be elected by the Board of Doecat its annual meeting. Each officer
shall hold office for a term of one year or unid bbr her successor shall have been duly electédlaall have become qualified, unless his or
her service is terminated sooner because of destignation or otherwise.

Section 3. Removal. Any officer or agent of thepayation, elected or appointed by the Board of @oEes, may be removed by the Board of
Directors whenever in its judgment the best intsre§the corporation will be served thereby, ugrsremoval shall be without prejudice to
the contract rights, if any, of the person so reatb\Election or appointment of an officer or agamll not of itself create contract rights.

Section 4. Vacancies. Vacancies occurring in afigeoby reason of death, resignation or otherwisg tve filled by the Board of Directors at
any meeting.



Section 5. Duties and Authority of Officers.

(a) Chief Executive Officer. The Chief Executivefioér shall be responsible for general managemethteoaffairs of the Corporation and
shall perform all duties incidental to such persaffice which may be required by law and all othiech duties as may be required properly
by the Board of Directors. There may be more thaa ©hief Executive Officer serving concurrentlysinch office.

(b) President. The President shall be the prin@geatutive officer of the corporation and, subjedhe control of the Board of Directors, st
in general supervise and control all of the busireesl affairs of the corporation. The Presidenti,slvhen present, preside at all meetings of
the shareholders and of the Board of Directors. Hfesident may sign, with the Secretary or anyrgiheper officer of the corporation
thereunto authorized by the Board of Directorstifiestes for shares of the corporation and desustgages, bonds, contracts or other
instruments which the Board of Directors has autiedrto be executed, except in cases where thangigmd execution thereof shall be
expressly delegated by the Board of Directors dthlege Bylaws to some other officer or agent ofctiiporation or shall be required by law
to be otherwise signed or executed; and in genghall perform all duties incident to the officeRrfesident and such other duties as may be
prescribed by the Board of Directors from timeitoe.

(c) Vice President. In the absence of the Presideint the event of his or her death, inabilityrefusal to act, the Vice President (or in the
event there shall be more than one Vice Presidemtyice Presidents in the order designated dtiriie of their election, or the absence of
such designation then in the order of their elegtghall perform the duties of the President, ahémso acting, shall have all the powers of
and be subject to all the restrictions upon theiBesmt. Any Vice President may sign with the Seagebr an Assistant Secretary, certificates
for shares of the corporation; and shall perforchsather duties as from time to time may be assidnethe President or by the Board of
Directors.

(d) Chief Financial Officer. The Chief Financialf@ér shall be the chief accounting officer of Berporation; shall keep full and accurate
accounts of all assets, liabilities, commitmergésyenues, costs and expenses, and other finaranakirtions of the Corporation in books
belonging to the Corporation, and conform thematongl accounting principles with adequate interoatil; shall cause regular audits of
these books and records to be made; shall sealtlefpenditures are made in accordance with praesdduly established, from time to time,
by the Corporation, shall render financial statetmepon the request of the Board of Directors; amdeneral, shall perform all the duties as
may be assigned him or her by the Board of Director



(e) Secretary. The Secretary shall attend and keeptes of the meetings of the shareholders ankdeoBoard of Directors in one or more
books provided for that purpose, see that all estare duly given in accordance with the provisiafthese Bylaws or as required by law, be
the custodian of the corporate records and oféhédf the corporation and see that the seal ofdngoration is affixed to all documents the
execution of which on behalf of the corporation enitis seal is duly authorized, keep a registehefpost office address of each shareholder
which shall be furnished to the Secretary by singresholder, sign with the President or a Vice Rledi certificates for shares of the
corporation the issuance of which shall be autlearizy resolution of the Board of Directors, haveagal charge of the stock transfer book
the corporation, and in general perform all duitiresdent to the office of Secretary and such othéies as from time to time may be assigned
by the President or by the Board of Directors.

(f) Treasurer. The Treasurer shall have chargecastbdy and be responsible for all funds and seesitof the corporation, receive and give
receipts for all securities and monies due and lgayta the corporation from any source whatsoedeppsit all such monies in the name of
the corporation in such banks, trust companies) other depositories as shall be collected in etanece with the provisions of these Bylaws,
and in general perform all of the duties incidenttte office of Treasurer and such other dutiefscams time to time may be assigned by the
President or by the Board of Directors. If requibgcthe Board of Directors, the Treasurer shalediond for the faithful discharge of his or
her duties in such sum and with such surety ottigsras the Board of Directors shall determine.

(9) Assistant Secretary and Assistant Treasurex. Adsistant Secretary, when authorized by the Bo&Rirectors, may sign with the
President or a Vice President certificates for shaf the corporation the issuance of which shaletbeen authorized by a resolution of the
Board of Directors. The Assistant Secretary sliralhe absence of the Secretary or in the evehitsobr her death, inability or refusal to act,
perform the duties of Secretary and when so asfiradl have all the powers of and be subject tthellrestrictions upon the Secretary. The
Assistant Treasurer shall, in the absence of teadurer or in the event of his or her death, iitglot refusal to act, perform the duties of
Treasurer and when so acting, shall have all theepoof and be subject to all the restrictions upp@nTreasurer. The Assistant Treasurer
shall, if required by the Board of Directors, glvends for the faithful discharge of his or her dstin such sums and with such sureties as the
Board of Directors shall determine. The AssistaettrStary and Assistant Treasurer, in general, glealbrm such duties as shall be assigned
to them by the Secretary or Treasurer, respectieelipy the President or the Board of DirectorsefEhmay be more than one Assistant
Secretary and more than one Assistant Treasurer.



(h) Chairman and Vice Chairman. The Chairman dfelesponsible for the general management of fagsabf the Board of Directors and
presiding over meetings of the Board of Directtmghe absence of the Chairman, the Vice Chairnhaf perform the duties of the
Chairman, and when so acting shall have all thegpewf and be subject to all the restrictions ugp@nChairman.

Section 6. Salaries. The salaries of the offichedl e fixed from time to time by the Board of &itors, and no officer shall be prevented
from receiving such salary by reason of the faat the officer is also a director of the corpomatio

ARTICLE IV
STOCK CERTIFICATES

Section 1. Form. Certificates of stock, signedhry $ecretary and either a Co-Chief Executive OfficePresident in a form approved by the
Board of Directors in accordance with law, shaligsied to the holders of the stock of the corpamatNotwithstanding the preceding
sentence, certificates of stock for which the stipons and payments were accepted by the incatprs shall be valid as signed by the
incorporators, and issued to the subscribers theref

Section 2. Transfer. Transfer of the stock shalinagle in person or by attorney only on the book&®fcorporation in a transfer book kept
that purpose and upon the surrender of the oldficate.

Section 3. Loss or Destruction. In case of losdestruction of a certificate of stock, no new dmidite shall be issued in lieu thereof except
upon satisfactory proof to the Board of Directofsuch loss or destruction, and upon the givingatisfactory security by bond or otherwise
against loss to the corporation.

ARTICLE V
DIVIDENDS AND BANK ACCOUNT

Section 1. Dividends. In addition to other dividsraithorized by law, the Board of Directors, byteon, may from time to time declare
dividends to be paid out of the unreserved andatricted earned surplus of the corporation, bullin@end shall be paid when the
corporation is insolvent, when the payment thevewdild render the corporation insolvent or when oilige prohibited by law.

Section 2. Bank Account. The funds of the corporashall be deposited in such banks, trust fundiepositories as the Board of Directors
may designate and shall be withdrawn upon the tiga@f the President and/or upon the signaturassidf other person or persons as the
directors may by resolution authorize.



ARTICLE VI
AMENDMENTS

Except as otherwise provided by law or by spegfmvisions of these Bylaws, the Bylaws may be amdrat repealed by the Board of
Directors or by the shareholders at any annualjlae@r special meeting of the Board of Directar®bthe shareholders.

ARTICLE VII
WAIVER OF NOTICE

Whenever any notice is required to be given tosirareholder or director of the corporation undergtovisions of the Articles of
Incorporation, these Bylaws or the Nebraska Busi@sporation Act, a waiver thereof in writing, 1s&gl by the person or persons entitled to
such notice, whether before or after the time dttterein, shall be equivalent to the giving oftsaotice.

ARTICLE VI

INDEMNIFICATION OF DIRECTORS, OFFICERS
EMPLOYEES AND OTHER AGENTS

Indemnification of Directors, Officers and otheh&b be as specified in the Corporation's Artiadé$ncorporation.
ARTICLE IX
FISCAL YEAR
The fiscal year of the Corporation shall be from st day of January to the 31st day of Decembeadh year.
Nelnet, Inc.

By: /s/ Edward P. Martinez

Secretary
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Exhibit 4.1
[GRAPHIC OF NELNET(R) COMPANY STOCK CERTIFICATE]
[LOGO FOR POSITION ONLY]
[NELNET(R) LOGO]

CLASS A COMMON STOCK CLASS A COMMON STOCK

NELNET, INC.
INCORPORATED UNDER THE LAWS OF THE STATE OF NEBRASK A

THIS CERTIFICATE IS TRANSFERABLE SEE REVERSE FOR
IN NEW YORK, NY OR RIDGEFIELD PARK, NJ CERTAIN DEFINITIONS

CUSIP 64031N 10 8

This certifies that
is the owner of
FULLY PAID AND NON-ASSESSABLE SHARES OF THE CLASS A COMMON STOCK,

PAR VALUE $0.01 PER SHARE, OF
NELNET, INC.

(hereinafter called the "Corporation"), transfeeabh the books of the Corporation by the holdeediein person or by duly authorized
attorney upon the surrender of this Certificategpprty endorsed. This Certificate and the sharesesgmted hereby are subject to the laws of
the State of Nebraska and to provisions of thechsi of Incorporation and the By-laws of the cogtimn and all amendments thereto. This
Certificate is not valid unless countersigned ey Thansfer Agent and registered by the Registrar.

Witness the facsimile signatures of the duly auteal officers of the corporation.
Dat ed:

/'s/ M chael Dunlap /sl Edward P. Martinez
CO- CHI EF EXECUTI VE OFFI CER SECRETARY

COUNTERSIGNED AND REGISTERED
MELLON INVESTOR SERVICES LLC
TRANSFER AGENT
AND REGISTRAR

BY

AUTHORIZED SIGNATURE



The Corporation shall furnish without charge to ahgreholder who so requests a statement of thergpdesignations, preferences and
relative, participating, optional or other specights of each class of stock of the Corporatioamy series thereof and the qualifications,
limitations or restriction of such preferences andights. Such requests shall be made to the Catipa's Secretary at the principal office of
the Corporation or to the Transfer Agent and Regyist

KEEP THIS CERTIFICATE IN A SAFE PLACE. IF IT IS LOS STOLEN OR DESTROYED, THE CORPORATION WILL REQUERA
BOND OF INDEMNITY AS A CONDITION TO THE ISSUANCE ORA REPLACEMENT CERTIFICATE.

The following abbreviations, when used in the ii@n on the face of this certificate, shall bexstiued as though they were written out in
full according to the applicable laws or regulation

TEN COM - as tenants in common
TEN ENT - as tenant by the entireties

JT TEN - as joint tenants with right of
survivorship and not as tenants in
common
UNIF GIFT MIN ACT- Custodian

(Cust ) (Minor)

under Uniform Gifts to Minors

Act
(State)

Additional abbreviations may also be used thoughimthe above list.
For Value Received, -------------- hereby sell,igesand transfer unto

PLEASE INSERT SOCIAL SECURITY OR OTHER
IDENTIFYING NUMBER OF ASSIGNEE

(PLEASE PRINT OR TYPEWRITE NAME AND ADDRESS, INCLUBNG ZIP CODE, OF ASSIGNEE)

shares
of the capital stock represented by the within ieate, and do hereby irrevocably constitute appaant
Attorney
to transfer the said stock on the books of theiwittamed Corporation with full power of substitutim the premises.
Dated

X
NOTICE: THE SIGNATURE(S) TO THIS ASSIGNMENT MUST

CORRESPOND WITH THE NAME AS WRITTEN UPON
THE FACE OF THE CERTIFICATE IN EVERY
PARTICULAR, WITHOUT ALTERATION OR
ENLARGEMENT OR ANY CHANGE WHATSOEVER.

SIGNATURE(S) GUARANTEED:

X

THE SIGNATURE(S) MUST BE GUARANTEED BY AN ELIGIBLESUARANTOR INSTITUTION (BANKS,
STOCKBROKERS, SAVINGS AND LOAN ASSOCIATIONS AND CRHT UNIONS WITH MEMBERSHIP IN AN APPROVED
SIGNATURE GUARANTEE MEDALLION

PROGRAM), PURSUANT TO S.E.C. RULE 17-15.



Exhibit 4.11
REGISTRATION RIGHTS AGREEMENT
DATED AS OF [], 2003 BY AND AMONG NELNET, INC.
AND
THE SHAREHOLDERS OF NELNET, INC. SIGNATORY HERETO

REGISTRATION RIGHTS AGREEMENT, dated as of [ ], Z0@he "Agreement"), among Nelnet, Inc., a Nebrazkaoration (the
"Company"), and the shareholders of the Compamyeasigy hereto.

WITNESSETH:

WHEREAS, the Company and the Shareholders desptade the Shareholders with rights to regiskearss of Class A Common Stock (as
defined below) under the Securities Act (as defineldw).

NOW, THEREFORE, in consideration of the premises ie mutual covenants herein contained, the [ganteeto, intending to be lega
bound, hereby agree as follows:

1. Definitions. The following capitalized terms leathe following meanings:
"Class A Common Stock" means the Company's Cla€simon Stock, par value $0.01 per share.

"Class A Common Stock Equivalent" means any seeardf any Person convertible into or exchangeabkxercisable for Class A Common
Stock.

"Class B Common Stock" means the Company's Cla8srBmon Stock, par value $0.01 per share.
"Code" means the U.S. Internal Revenue Code of 1&8&mended.

"Commission” means the U.S. Securities and Exch@ugemission or any other United States federal @gadministering the Securities
Act.

"Common Stock" means the Class A Common Stock laacCtass B Common Stock, collectively.
"Common Stock Equivalent” means any securitiesuayf Person convertible into or exchangeable orcésale for Common Stock.

"Exchange Act" means the Securities Exchange A&B8#, as amended, and the rules and regulatiathe @&ommission thereunder, as in
effect from time to time



"Exempt Transfer" means a transfer of shares cd<CBaCommon Stock that does not result in the aaticraonversion of such shares of
Class B Common Stock into shares of Class A Com8&tonk pursuant to the terms of the Company's Sedomehded and Restated Articles
of Incorporation; provided, however, that no suemsfer shall constitute an "Exempt Transfer" umnlgg the transferee agrees in writing tc
bound by this Agreement as if such transferee we3bareholder hereunder and (b) the transferanadction that is exempt from the
registration and qualification requirements of fedlend state securities laws and, if reasonalgjyested, the Company receives an opinic
counsel reasonably acceptable to the Company uchttsansfer is made in compliance with applicdetieral and state securities laws.

"Initial Public Offering" means the closing of aderwritten public offering of Class A Common Stoekistered with the Commission under
the Securities Act.

"NASD" means the National Association of SecurifiEsalers, Inc. and any successor organization.

"Person" means an individual, corporation, partmigrsassociation, joint-stock company, trust whteinterests of the beneficiaries are
evidenced by a security, unincorporated organinatistate, governmental or political subdivisiogeréof or governmental agency.

"Qualified Shareholder" means any Shareholderishidie beneficial holder of (a) Registrable Se@sibr (b) in the case of any Registrable
Securities specified in clause (b) of the defimitaf "Registrable Securities," Class B Common Stock

"Registrable Securities" means (a) shares of GiaSsmmon Stock and

(b) shares of Class A Common Stock issuable upamarsion of Class B Common Stock; provided, howetheit a Registrable Security st
cease to be a Registrable Security at such timelttbaRegistrable Security has been effectivelysteged under the Securities Act and
disposed of in accordance with the registratiotestant covering it or transferred pursuant to Rulé under the Securities Act (or any
successor provision then in force).

"Registration Statement” means a registration istaie provided for in
Section 6 of the Securities Act under which semsiare registered under the Securities Act, t@getlith any preliminary, final or summary
prospectus contained therein, any amendment olesuppt thereto, and any document incorporated teyerce therein.

"Securities Act" means the Securities Act of 1988 the rules and regulations of the Commissioretineder, all as the same shall be in effect
from time to time.

"Shareholder" means the shareholders signatohjigdAgreement and any transferee of such sharehpldsuant to an Exempt Transfer.
2. Demand Registration.

(a) Right to Demand. If the Company shall receiveriten request from one or more Qualified Shalédis (a "Demand Registration
Notice") that the Company register with the Comimissunder and in accordance with the provisionthefSecurities Act, all or part of the
Registrable Securities (a "Demand Registrationitf) wespect to Registrable Securities
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that will provide net proceeds, after deductiomoflerwriting discounts and commissions, to suchli@et Shareholders of not less than $5.0
million, the Company shall have twenty-one (21)sltydetermine whether to file a registration steet for the offer and sale of securities
for its own account. If during such twenty-one (8ay period, the Company in good faith determineasndertake or is undertaking such an
offering on its own behalf (a "Company Offeringfjdato file a registration statement for a Compafffgfihg and provides written notice to
such Qualified Shareholders of such decision, the@any shall have no obligation to register anyifeaple Securities except pursuant to
and in accordance with Section 3 until the compietf such Company Offering and the request madaibl Qualified Shareholders shall
not be counted as a Demand Registration for theqses of Section 2(a)(iii); provided, however, ttiet Company is actively employing in
good faith all reasonable efforts to cause suctstragion statement for a Company Offering to beeaafiective. If the Company determines
not to undertake a Company Offering, the Compamyl,sho later than ten (10) days after the exparatvf such twenty-one (21) day period,
send written notice to each Shareholder of sucksiecand its intention to comply with the Demaneigistration Notice and, subject to
Section 2(c), to include in such registration adigistrable Securities of Qualified Shareholder$wéispect to which the Company has
received written requests for inclusion thereirhinitwenty (20) days after the Company's givingw¢h notice. Once a Demand Registration
Notice has been delivered by a Qualified Sharempfdeother Demand Registration Notice may be deditl by any other Qualifie
Shareholder or be effective until, (x) if the Compdnas elected to undertake or is undertaking apgaom Offering in compliance with the
foregoing requirements, such Company Offering imgieted or abandoned, or (y) if the Company hasoalected and is not so
undertaking, the delivered Demand Registration ¢éotias been withdrawn or ninety (90) days afteeffextive date of the registration
statement relating to such Demand Registratiosifjoh shorter period as may be agreed to by thegmananderwriter or underwriters).
Once a Demand Registration Notice has been detiveyea Qualified Shareholder, unless it has elettaddertake or is undertaking a
Company Offering in compliance with the foregoimgyasions, the Company will not effect a publicesal distribution of its equity securiti

or securities convertible into or exercisable art@ngeable for such equity securities under ther@es Act after such Demand Registration
Notice has been delivered until (1) such Demandd®agion Notice has been withdrawn or (2) nin&9)(days after the effective date of-
registration statement relating to such Demand $egion (or such shorter period as may be agebg the managing underwriter or
underwriters). Any registration that involves al§hegistration statement shall be deemed one Denragistration for the purposes of clause
(iii) below. A Demand Registration may be eithdomag-form registration or, if the Company is thdigile to use Form S-3, a short-form
registration. All Demand Registrations shall berstiorm registrations whenever the Company is blggto use any applicable short-form for
registrations. All requests made pursuant to teigtiSn 2(a) will specify the aggregate number ofjiReable Securities requested to be
registered and wikhlso specify the intended methods of dispositianetbf; provided, however, that the Company shalbeoobligated to tak
any action to effect any such registration, quedifion or compliance pursuant to this Section 2(a):

(i) prior to the date which is twelve (12) montledidwing the effective date of the Initial Publidféring;

(i) prior to the date which is twelve (12) monfleiowing the date of receipt by the Company of &gmand Registration Notice from a
Qualified Shareholder, pro-
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vided, however, that the Qualified Shareholderr@svithdrawn such Demand Registration Notice;
(iii) after the Company has effected two (2) Dem&ugjistrations requested by Qualified Shareholders;

(iv) if the Company shall furnish to the Qualifi&thareholders a certificate, signed by the Presiafethie Company, stating that in the good
faith judgment of the "independent” members ofBloard of Directors of the Company it would be degntal to best interests of the
Company for a Registration Statement to be filegliah time. In such event, the Company's obligatiamse all reasonable efforts to register,
qualify or comply under this Section 2(a) shalldederred for a single period not to exceed nin@6) flays from the date of receipt of the
Demand Registration Notice by the Qualified Shaledérs.

A registration requested pursuant to this Sect{@a) €hall not be deemed to have been effecteduigrgses of clause (iii) above, (1) unless a
registration statement with respect thereto hasreceffective (unless the Demand Registration leas lwithdrawn by the Qualified
Shareholders that gave the applicable Demand Refiist Notice), (2) if the registration statemened not remain effective for a period of at
least ninety (90) days (or, in the case of a dlegjistration statement, nine (9) months) (as apple, the "Effective Period") and all of the
shares included in such registration have not lse&hprior to the expiration of the Effective Peki@3) if, after it has become effective, but
before all of the shares included in such registnahave been sold prior to the expiration of tlfifle&ive Period, such registration is subjec
any stop order, injunction or other order or reguient of the Commission or any other governmemgahey or court that permanently
prevents the sale of the Registrable Securitigdsnbee to have been registered for any reasonttrditgable to the actions or omissions of
holders of such Registrable Securities or (4)éf¢bnditions to closing specified in the purchageement or underwriting agreement entered
into in connection with such registration are ratisfied and no such closing occurs, other tharebgon of some act or omission by the
holders of the Registrable Securities that wetgatce been registered.

(b) Selection of Underwriters. The underwritersanf/ offering pursuant to a Demand Registrationldlebne or more nationally-recognized
investment banking firms selected by the Qualifiédireholders which requested such Demand Registratibject, however, to the
Company's approval, which shall not be unreasonatihheld.

(c) Priority in Demand Registrations. If the mamagunderwriter advises the Company in writing tivat{s opinion, the number of
Registrable Securities requested to be includedbemand Registration exceeds what can be solacn affering without having a material
adverse effect on the success of the offering{ttinly, without limitation, an adverse impact on sedling price or the number of Registrable
Securities that any participating Qualified Shatdbpmay sell within a range acceptable to the fladIShareholders which requested such
Demand Registration), then the Company will incliWeuch Demand Registration the number of Redikdr&ecurities requested to be
included in such Demand Registration which the Camyps so advised can be sold in such offeringautinaving a material adverse effect
on the success of such offering, pro rata amongaolders thereof requesting such registration en th
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basis of the number of Registrable Securities retgaeto be included by such holders; provided, Wawnehat the Company will include in
any Demand Registration, prior to the inclusiorapy Registrable Securities which are not held leyQlualified Shareholders which reque:
such Demand Registration, the number of Registr@btaurities which are held by the Qualified Shalddrs which requested such Demand
Registration which the Company is so advised casolatin such offering, pro rata among such Quaifshareholders, if necessary.

(d) withdrawal. A Demand Registration may be withan by (i) the Qualified Shareholder who requestath demand Registration or (ii) if
more than one Qualified Shareholder requested Baeohand Registration, those Qualified Shareholdeldifg a majority of the Registrable
Securities included in the Demand Registration ¢¢otivithout the demand counting as a Demand Retjistraereunder.

3. Piggyback Registration.

(a) Right to Piggyback. Beginning on the date hiiiéthe Company at any time proposes to regiatgr of its Common Stock or Common
Stock Equivalents (the "Piggyback Securities") urtle Securities Act (other than registrations omfrS-4 or S8 under the Securities Act
the equivalents thereof) with respect to an undéemr public offering solely for its own accountdathe form of Registration Statement to be
used may be used for the registration of Registr8kelcurities, the Company will give prompt writtestice (a "Piggyback Registration
Notice") to all Shareholders upon the earlier pfdity-five (45) days prior to the anticipated filing dadr (ii) promptly following its decision
to file or its intent to file such a registratiotatement, which notice shall specify the propodéering price (or reasonable range thereof), the
kind and number of securities to be registereddtbibution arrangements and such other inforoma#it the time appropriate to include in
such notice. Within thirty (30) days after recespta Piggyback Registration Notice, any Qualifigthfholder may, by written notice to the
Company, request the registration by the Compaulgiuthe Securities Act of Registrable Securitiesannection with such proposed
registration by the Company under the SecuritiesoAits Piggyback Securities (a "Piggyback Regisdn"). Such written notice to the
Company shall specify the Registrable Securititsnided to be disposed of by such Qualified ShadelnoUpon receipt of such request, the
Company will use its best efforts to register unther Securities Act all Registrable Securities \tlee Company has been so requested to
register, to the extent requisite to permit thgdsstion of the Registrable Securities so to bésteged; provided, however, that if at any time
after giving notice of its intent to register Pidigek Securities and before the effective date ®Rhgistration Statement filed in connection
with such Piggyback Registration, the Company deitees for any reason not to register or to delgysteation of such Piggyback securities,
the Company may, at its election, give notice @hsdetermination to the Qualified Shareholder(s)i, dhereupon, (1) in the case of a
determination not to register, the Company shahdlieved of its obligation to register any Regible Securities in connection with such
Piggyback Registration (but not from its obligatiorpay registration expenses pursuant to Sectlwgré&of), and (2) in the case of a
determination to delay registering, the Company oielgy registering any Registrable Securitiestiersgame period as the delay in registe
such Piggyback Securities.
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(b) Selection of Underwriters. The underwritersanf offering pursuant to a Piggyback Registratioalldbe one or more nationally-
recognized investment banking firms selected byGbmpany.

(c) Priority in Piggyback Registrations. If the nagimg underwriter informs the Company in writingitsfjudgment that including the
Registrable Securities in the Piggyback Registnati@ates a substantial risk that the proceedsi@ per unit to be received from such
offering might be reduced or that the number ofiRegple Securities to be registered is too laogleet reasonably sold, then the Company
include in such Piggyback Registration, to the eixt the number which the Company is so advisedbeasold in such offering: first, all
Piggyback Securities proposed by the Company solkfor its own account; second, such Registr8eleurities requested by any Qualified
Shareholder to be included in such Piggyback Regish pro rata on the basis of the number of shafsuch Registrable Securities so
proposed to be sold and so requested to be incladedhird, such other securities requested byodmgr shareholder to be included in such
Piggyback Registration pro rata on the basis ohtivaber of shares of such securities so proposbd #mld and so requested to be included.

(d) withdrawal. A request for Piggyback Registratinay be withdrawn by any Qualified Shareholder imgisuch request within ten (10)
days before such Piggyback Registration becomestefé.

4. Registration Procedures.

(a) Company Covenants. Whenever the Company isihdeg required to use its best efforts to effeetrtgistration under the Securities Act
of any Registrable Securities as provided in Sacior 3, the Company will;

(i) prepare and file with the Commission the rejeiRegistration Statement to effect such registnaand thereafter use its best efforts to
cause such Registration Statement to become e#egtiiovided that the Company may discontinue agjstration of its securities which are
not Registrable Securities (and, under the circantsts specified in Section 3(a), its securitietviaire Registrable Securities) at any time
prior to the effective date of the Registrationt&taent relating thereto;

(i) prepare and file with the commission such adraants and supplements to such Registration Stateand the prospectus used in
connection therewith as may be necessary to comipythe provisions of the Securities Act with respto the disposition of all securities
covered by such Registration Statement until sechirities have been disposed of by the sellergdiieet forth in such Registration
Statement;

(iii) furnish to each seller of Registrable Sedestcovered by such Registration Statement suctbaunf conformed copies of the
Registration Statement, and of each amendmentwpplesnent thereto, such number of copies of thegectus contained in such
Registration Statement and any other prospectrs fihder Rule 424 under the Securities Act, in@onity with the requirements of the
Securities Act, and such other documents as suigh sy reasonably request;
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(iv) use its best efforts to register or qualifiyscurities covered by such Registration Statemeder such other securities or blue sky laws
of U.S. jurisdictions as each seller thereof stedonably request, to keep such registration alifgpation in effect for so long as the
Registration Statement remains in effect, andke tmy other action which may be reasonably nepgssadvisable to enable such seller to
consummate the disposition in such jurisdictionthefsecurities owned by such seller, except tteQompany shall not for any such purg
be required to (a) qualify generally to do busiress foreign corporation in any jurisdiction wheré¢ would not be obligated to be so
qualified but for the requirements of this subsatior (b) consent to general service of processmynsuch jurisdiction;

(v) use its best efforts to cause all Registralgleuities covered by such Registration Statemebéetregistered with or approved by such
other governmental agencies or authorities of dnBtates jurisdictions as may be necessary to enlablseller thereof to consummate the
disposition of such Registrable Securities;

(vi) furnish to each seller of Registrable Secasta signed counterpart, addressed to such setléha underwriters, of:

(x) an opinion of counsel for the Company datedeffective date of the Registration Statement (@aitetd the closing date under the
underwriting agreement), reasonably satisfactofpim and substance to such seller, and

(y) a customary "comfort letter" dated the effeetdate of the Registration Statement (and dateddte=of the closing under the underwriting
agreement), signed by the independent public acaatswho have certified the Company's financiaeshents included in such Registration
Statement,

covering substantially the same matters with resfpesuch Registration Statement and, in the chd®ged'comfort letter," with respect to
events subsequent to the date of such financiesents, as are customarily covered in opiniorissefer's counsel and in accountants' letters
delivered to the underwriters in underwritten patafferings of securities, and, in the case ofléigal opinion, such other legal matters, an
the case of the "comfort letter," such other finahmatters, as such seller or the underwriter neagonably request;

(vii) at any time when a prospectus relating theretrequired to be delivered under the Securfigts notify each seller of Registrable
Securities covered by such Registration Statemremptly after the Company discovers that the progeincluded in such Registration
Statement as then in effect includes an untruersint of a material fact or omits to state a maltéaict required to be stated therein or
necessary to make the statements therein not mistean the light of the circumstances under whinkly were made, and at the request of
any such seller promptly prepare and furnish tthvs@tler a reasonable number of copies of a sumggsleto or an amendment of such
prospectus as may be necessary so that, as tieerdelft/ered to the purchasers of such securgigsh prospectus shall not include an untrue
statement of a material fact or omit
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to state a material fact required to be statecether necessary to make the statements thereimistgading in the light of the circumstances
under which they were made;

(viii) otherwise use its best efforts to comply hwéll applicable rules and regulations of the Cossioin;

(ix) provide and cause to be maintained a trarefent and registrar for all Registrable Securitimgered by such Registration Statement 1
and after a date not later than the effective dateich Registration Statement;

(x) advise the selling Qualified Shareholders, gotynafter it receives notice or obtains knowledgereof, of the issuance of any stop order
by the Commission suspending the effectiveneskefdgistration statement or the initiation or &teming of any proceeding for such purg
and promptly use all reasonable efforts to the gméthe issuance of any stop order or to obtaiwifsdrawal if any such stop order should be
issued; and

(xi) use its best efforts to list or cause to betgd all Registrable Securities covered by suchdRagion Statement on any securities exch
on which or in any market in which similar sec@dtissued by the Company are then listed or quoted.

The Company may require each seller of Registr@blaurities as to which any registration is beirfgaéd to furnish the Company such
information regarding such seller and the distidoubf such securities as the Company may reaspmaquest for the purpose of effecting
such registration. Any Person participating in &®mand Registration or Piggyback Registration nfajsgree to sell their securities on the
basis provided in the underwriting agreement anaddmplete and execute all documents required uthie Agreement or the underwriting
agreement.

Each Qualified Shareholder agrees that upon reoégmy notice from the Company of the happeningrof event of the kind described in
Section

4(a)(vii), such Qualified Shareholder will disconie immediately such Qualified Shareholder's digjposof securities pursuant to the
Registration Statement until such Qualified Shalddroreceives copies of the supplemented or amepdepectus contemplated by such
Section 4(a)(vii) and, if so directed by the Companiill deliver to the Company all copies, otheathpermanent file copies, then in such
holder's possession of the prospectus relatingdb Registrable Securities current at the timesoéipt of such notice.

(b) Underwriting Agreements. The Company will eritéo an underwriting agreement with the underwsiter any offering pursuant to a
Demand Registration or Piggyback Registrationdiuested by the underwriters to do so. The undeéngragreement will contain such
representations and warranties by the Company @itdather terms as are generally prevailing at simoé in underwriting agreements. The
holders of Registrable Securities to be distriblttgdhe underwriters shall be parties to such undéng agreement and may, at their option,
require that any or all of the representationsyaraies, and other agreements by the Company téoarnke benefit of the underwriters alsc
made to and for the benefit of such holders of Reafble Securities and that any or all of the ciionl precedent to the obligations

-8



of such underwriters under such underwriting agesgrbe conditions precedent to the obligationsuohsholders of Registrable Securities.
No Qualified Shareholder shall be required to m@jeesentations or warranties to, or agreements thie Company or the underwrite

other than representations, warranties or agreemegéarding such holder, such holder's Registi@btairities, such holder's intended method
of distribution, any representations required hy &énd any other customary representations.

(c) Holdback Agreements. (i) Each Shareholder agnet to effect any public sale or distributioraofy Common Stock or Common Stock
Equivalents during the 180 days after the Initiable Offering has become effective and duringBedays after any Demand Registration or
Piggyback Registration has become effective, exagiart of such Initial Public Offering, DemandgiRération or Piggyback Registration,
the case may be, unless the managing underwritbedhitial Public Offering, Demand RegistrationRiggyback Registration otherwise
agrees to such sale or distribution.

(i) The Company agrees not to effect any publie sa distribution of its equity securities or satias convertible into or exchangeable or
exercisable for any of such securities during #heen

(7) days prior to and the 90 days after any DenRgistration or Piggyback Registration has becoifeetive, except as part of such
Demand Registration or Piggyback Registrationhashse may be, and except pursuant to registsadiofrorm S-4 or S-8 under the
Securities Act or any successor or similar forneeto.

(d) Preparation; Reasonable Investigation. In cotioe with the preparation and filing of each Régison Statement under the Securities
pursuant to this Agreement, the Company will give holders of Registrable Securities to be regidtender such Registration Statement,
underwriters and their respective counsel and atteots, the opportunity to participate in preparimg Registration Statement. The Comp
will also give each of such Persons such acceiss bmoks and records and opportunities to distis$dusiness of the Company with the
Company's officers and independent public accowsitaho have certified the Company's financial stesets as shall, in the opinion of such
holders' and such underwriters' respective coubsahecessary to conduct a reasonable investigatthin the meaning of the Securities Act.

(e) Rule 144. If the Company files a Registratidat&ment pursuant to the Securities Act or Sedof the Exchange Act, the Company
will also file the reports required to be filed ibyinder the Securities Act and the Exchange Aerable the Shareholders to sell their
Registrable Securities without registration undher $ecurities Act and within the exemptions progidader the Securities Act by Rule 14«
any similar rule or regulation hereafter adoptedhsyCommission.

5. Registration Expenses. The Company will beagxglenses incident to the Company's compliance thishAgreement, including, without
limitation, registration, filing and fees with tl@mmission and the NASD, securities and blue skypiimnce fees and expenses, word
processing expenses, duplicating expenses, priapgnses, engraving expenses, messenger andgelypenses, Company general and
administrative expenses, counsel and accountaraisiding, without limitation, the reasonable feesd disbursements of not more than one
counsel selected by the selling Qualified Sharedrsldb represent such selling Qualified
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Shareholders in connection with a Demand Registrgtspecial audit costs, financial statement aedmstruction costs, comfort letter costs,
underwriter fees and disbursements customarily pgidsuers or sellers of securities (includingsfpaid to a "qualified independent
underwriter" required by the rules of the NASD onoection with a distribution), "road show" expenaed allocations and the expense for
other Persons retained by the Company, but exaduginfees and disbursements of the Qualified Stwders' counsel, accountants or other
representatives (except as otherwise providedisn th

Section 5), and (y) discounts, commissions or ééesderwriters, selling brokers, dealer manageatgs agents or similar securities industry
professionals relating to the distribution of Régible Securities and applicable transfer taxemnyf, which shall be borne by the sellers of
Registrable Securities being registered in all sase

6. Indemnification.

(a) Indemnification by the Company. In the evenany Demand Registration or Piggyback Registratioany Registrable Securities under
the Securities Act, the Company shall, and herel®sdindemnify and hold harmless each seller ofRegistrable Securities covered by the
Registration Statement with respect thereto, settrs partners, directors and officers, each omdeer (including any "qualified

independent underwriter" required by the ruleshefNASD) of the offering or sale of such securjtesd each Person who controls such
seller or underwriter within the meaning of the @&tes Act, against any uninsured losses, clathasjages or liabilities to which such seller,
partner, director, officer, underwriter or contiogl Person, as the case may be, may become subget the Securities Act or otherwise,
insofar as such losses, claims, damages or liailjor actions or proceedings, whether commencéure@atened, in respect thereof) arise out
of or are based upon an untrue statement or allegede statement of material fact contained inRkgistration Statement under which such
Registrable Securities were sold or an omissiaslleged omission to state therein a material faguired to be stated therein or necessary to
make the statements therein not misleading, an@dmepany will reimburse each such indemnified Pefso expenses reasonably incurred
by it in connection with defending such loss, claitamage, liability, action or proceeding; providedwever, that the Company shall not be
liable in any such case for any losses, claims,adgs, liabilities (or actions or proceedings irpezs thereof) or expenses which arise out of
or are based upon an untrue statement or allegedeustatement or omission or alleged omission nigdée Company in such Registration
Statement in reliance upon information furnishethe Company in writing by such Person for inclusio the Registration Statement; and
provided further, however, that the Company shatlbe liable to and does not indemnify any unddewiin the offering or sale of Registra
Securities, or any Person who controls an undesmwiithin the meaning of the Securities Act, in aagh case to the extent that any such
loss, claim, damage, liability (or action or prodieg in respect thereof) or expense arises outicti #erson's failure to send or give a copy of
the final prospectus, as the same may be suppleghentamended, to the Person asserting an unategreint or alleged untrue statement or
omission or alleged omission at or prior to thetteri confirmation of the sale of Registrable Sd@sj if such statement or omission was in
the prospectus. This indemnity shall remain in fotte and effect regardless of any investigati@denby or on behalf of an indemnified
party, and shall survive the transfer of such Reglide Securities by the seller thereof.

(b) Indemnification by the Sellers. The Company meuire, as a condition to including any Regideaecurities in any Registration
Statement, that the Company receive an
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undertaking satisfactory to it from the prospectedier(s) of such Registrable Securities, to indiérand hold harmless (in the same manner
and to the same extent as set forth in Sectior) 6(@)Company, its directors, its officers, andheather Person who controls the Company
within the meaning of the Securities Act, with respto any statement or alleged statement in osgion or alleged omission from such
Registration Statement, if such statement or atlesggtement or omission or alleged omission wasenradeliance upon information
furnished to the Company in writing by such sefitarinclusion in the Registration Statement. If bggible, the prospective sellers' obligation
to indemnify will be several, not joint and severmhong such sellers. In no event shall the lighdf any seller hereunder or under any
underwriting agreement be greater in amount thaproeeeds received by such seller upon the saleedRegistrable Securities (before
deducting expenses) giving rise to such indemrtiioaobligation. The Company shall also be entitiedeceive indemnities from
underwriters, selling brokers, dealer mangers,saimilar securities industry professionals partitipgin the distribution, asset forth in the
underwriting agreement governing such registragiatement. This indemnity shall remain in full fer@nd effect, regardless of any
investigation made by or on behalf of the Compaésydirectors, officers or controlling Persons, @hdll survive the transfer of such
Registrable Securities by the seller thereof.

(c) Notices of Claims, Etc. Promptly after recdigtan indemnified party of notice of the commencetd any action, suit, investigation or
proceeding involving a claim referred to in Secsi@ta) or (b), such indemnified party will, if aih in respect thereof is to be made against
an indemnifying party, give written notice to tlatér of the commencement of such action. Theraitd any indemnified party to give noti
as provided herein shall not relieve the indemnifyparty of its obligations under the precedingdsubions of this Section 6, except to the
extent that the indemnifying party is materiallgjudiced by the failure to give such notice. Inecasy such action is brought against an
indemnified party, unless in such indemnified partgasonable judgment a conflict of interest betwsuch indemnified party and the
indemnifying parties may exist in respect of sulging, the indemnifying party shall be entitled t@rficipate in and to assume the defense
thereof, jointly with any other indemnifying paimilarly notified to the extent that it may wishkith counsel reasonably satisfactory to the
indemnified party. After notice from the indemnifigi party to such indemnified party of its electemnto assume the defense thereof, the
indemnifying party shall not be liable for any &mttent made by the indemnified party without theeimnifying party's consent (which
consent will not be unreasonably withheld) or foy é&egal or other expenses subsequently incurratidoyndemnified party in connection
with the defense thereof other than reasonable odshvestigation. No indemnifying party shall tkut the consent of the indemnified pa
consent to entry of any judgment or enter into setylement which does not include as an uncondititaxm thereof the giving by the
claimant or plaintiff to such indemnified party @frelease from all liability in respect to suchirdlar litigation.

(d) Other Indemnification. Indemnification similtr that specified in the preceding subdivisionthig Section 6 (with appropriate
modifications) shall be given by the Company ancheseller of Registrable Securities with respecirty required registration or other
qualification of securities under any federal @tstiaw or regulation of any governmental authasityer than the Securities Act.
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(e) Indemnification Payments. The indemnificatiequired by this
Section 6 shall be made by periodic payments o&atheunt thereof during the course of the investgatr defense, as and when bills are
received or expense, loss, damage or liabilitpésiired.

(f) Contribution. If the indemnification providedifin this Agreement is for any reason unavailaslasufficient to indemnify an indemnific
party under Section 6(a), (b) or (d) hereof in ez$f any loss, claim, damage or liability, or awfion in respect thereof, or referred to
therein, then each indemnifying party shall, inl&f indemnifying such party, contribute to the ambpayable by such indemnified party ¢
result of such loss, claim, damage or liability action in respect thereof, in a proportion whiefigcts: (i) the relative benefits received on
one hand by the Company and on the other handeblydhiers of the Registrable Securities includetthénoffering; (i) the relative fault with
respect to the statements or omissions which egbuitsuch loss, claim, damage or liability, oi@tin respect thereof, on the one hand o
Company and on the other hand of the holders oR#tgistrable Securities included in the offeringgl &iii) any other relevant equitable
considerations.

The relative benefits received shall be deemedttim the same proportion which the sum of the tatidlscription price paid to the Company
in respect of the Registrable Securities plus ¢he het proceeds from the offering of the seasi(ibefore deducting expenses) received by
the Company bears to the amount by which the ta&aproceeds from the offering of the securitiefdle deducting expenses) received by
the holders of the Registrable Securities with eespo such offering exceeds the subscription paid to the Company in respect of the
Registrable Securities, and in each case, therneeeds received from such offering shall be deterdchas set forth on the table of the cover
page of the prospectus.

The relative fault shall be determined by referelag@mong other things, whether the untrue ogaliieuntrue statement of a material fact or
omission or alleged omission to state a mater@lrigates to information supplied by the Companipythe holders of the Registrable
Securities; the intent of the parties; the partielsitive knowledge; the parties' access to infeionaand the parties' opportunity to correct or
prevent such statement or omission. The Companyhen8hareholders agree that it would not be jodtejuitable if contribution pursuant
this Section 6 is determined by pro rata allocatioby any other method of allocation which doestake into account the equitable
considerations referred to herein.

The amount paid or payable by an indemnified pastg result of the loss, claim, damage or liabibtyaction in respect thereof, referred t
this Subsection 6(f) shall be deemed to includeptoposes of this Subsection

6(f), any legal or other expenses reasonably iecuby such indemnified party in connection withéstigating or defending any action or
claim. No person guilty of "fraudulent misrepresgitn” within the meaning of Section 11 of the S@ms Act shall be entitled to
contribution from any person who was not guiltysath fraudulent misrepresentation.

7. Miscellaneous.

(a) Amendments and Waivers. This Agreement maynended or waived by consent of the Company an&liaeeholders holding a
majority of the Registrable Shares. Each Sharehslu&l be bound by any consent authorized bySkistion 7(a), whether or not any
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certificates representing shares of Common Stoal Bave been marked to indicate such consent.

(b) Natices. All consents, notices and other comications provided for hereunder shall be in writsill be deemed to be duly given when
received if personally delivered; upon confirmatafriransmission if transmitted by telecopy, eleotc or digital transmission method; the
day after it is sent if sent via overnight delivesrvice; and upon receipt if sent by registeredestified mail. Communications to a
Shareholder must be addressed to such Sharehelmdang to the shareholder records of the Comparat such other address as such
Shareholder communicates to the Company. Commimisato the Company must be addressed to: Nelmet1P1 South 13th Street, Suite
201, Lincoln, Nebraska 68505, Attention: [ ], Faciée (402) 458-[ ].

(c) Assignment. This Agreement is personal to tgigs hereto and not assignable and may not lmecenf by any subsequent holder of
securities of the Company; [provided, however, thet Agreement shall be assignable to, and sliadl &nd inure to the benefit of, each
transferee of shares of Common Stock pursuant fExampt Transfer.]

(d) Additional Rights. If the Company at any timegts to any other holders of Common Stock or Com@imck Equivalents any rights to
request the Company to effect the registration uttfdeSecurities Act of any such shares of ComntonkSor Common Stock Equivalents on
terms more favorable to such holders than the teehforth herein, the terms of this Agreementidhmldeemed amended or supplemented to
the extent necessary to provide the Shareholdéhstiaé¢ same more favorable terms. The Company sbatirant any other Person rights to
register securities of the Company on terms whaictrestrict in any way the ability of the Companyfully perform its obligations to the
Shareholders pursuant to this Agreement.

(e) Descriptive Headings. The descriptive headofghe sections and paragraphs of this Agreemenfoareference only and shall not limit
or otherwise affect the meaning hereof.

(f) Governing Law. This Agreement shall be goverbgdand construed and enforced in accordance thi¢hinternal laws of the State of
Nebraska

(9) Submission to Jurisdiction; Service of Process.

(i) Each of the parties hereto irrevocably subrtthe jurisdiction of the [ ] of the State of Nabka, County of

[1, the U.S. District Court for the [ ] and anypglate court or body thereto, over any suit, actio proceeding arising out of or relating to
Agreement. In addition, each party hereto irrevbcabbmits to the jurisdiction of the state anddied courts located in the jurisdiction in
which such party has been organized or is domigilembnnection with any such suit, action or pratieg that may be brought against such
party as a defendant. Each party hereto irrevooahblyes, to the fullest extent permitted by lawy abjection which it may now or hereafter
have to the laying of the venue of any such suottpa or proceeding brought in any such court amgd@aim that any such suit, action or
proceeding brought in such court has been brounghih iinconvenient forum, and further agrees
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that a final judgment in any such suit, action mgeeding brought in such court shall be concluaive binding upon such party.

(i) Each party hereto hereby irrevocably cons¢nthe service of any process, pleading, noticesttuer appears by the mailing of copies

thereof by registered, certified or first class Imabstage prepaid, to such party at such partidsess set froth herein, or by any other method
provided or permitted under Nebraska law.

(h) Counterparts. This Agreement may be executeshynnumber of counterparts. Each counterpart sriggmal, but all counterparts shall
together constitute one and the same instrument.
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IN WITNESS WHEREOF, the parties have executed alidered this Agreement as of the date first abexiten.

NELNET, INC.
By:
Name:
Title:
SHAREHOLDERS:
By:
Michael S. Dunlap
By:
Stephen F. Butterfield
By:
Terri Dunlap
By:
Union Financial Services, Ltd.
By:

Union Bank as Trustee for the Michael
S. Dunlap Grantor Retained Annuity Trust

By:

Union Bank as Trustee for the Stephen
F. Butterfield Grantor Retained Annuity
Trust
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SCHEDULE OF SHAREHOLDERS

SHAREHOLDER NUMBER OF IN ITIAL REGISTRABLE SECURITIES
Michael S. Dunlap 4,542,513

Stephen F. Butterfield 4,193,250

Terri Dunlap 1,701,000

Union Financial Services, Inc. 1,586,691

Union Bank as Trustee
for the Michael S. Dunlap

Grantor Retained Annuity Trust 1,400,000

Union Bank as Trustee
for the Stephen F. Butterfield

Grantor Retained Annuity Trust 600,000



EXHIBIT 4.12

NELNET, INC.
RESTRICTED STOCK PLAN

1. Purpose.

The purpose of the Nelnet, Inc. Restricted StoakRIre to advance the interests of Nelnet, Incitarghareholders by providing a means to
attract, retain, and motivate employees of Nelimet, and its subsidiaries and affiliates upon whoslgment, initiative and efforts the
continued success, growth and development of Ndimetis dependent.

2. Definitions.
For purposes of the Plan, the following terms shaltlefined as set forth below:

(a) "Affiliate" means any entity other than the Quany and its Subsidiaries that is designated btdad or the Committee as a participa
employer under the Plan; provided, however, thatGbmpany directly or indirectly owns at least 26fthe combined voting power of all
classes of equity interests of such entity or asi®0% of the ownership interests in such entity.

(b) "Award" means any Restricted Share grantechtBlaible Employee under the Plan.
(c) "Award Agreement" means any written agreememnfract, or other instrument or document evidegein Award.

(d) "Beneficiary" means the person, persons, wustusts which have been designated by an Elidinigloyee in his or her most recent
written beneficiary designation filed with the Coamy to receive the benefits specified under thés Ripon the death of the Eligible
Employee, or, if there is no designated Benefic@rgurviving designated Beneficiary, then the perpersons, trust or trusts entitled by will
or the laws of descent and distribution to receieh benefits.

(e) "Board" means the Board of Directors of the @any.

(f) "Code" means the Internal Revenue Code of 188@mended from time to time. References to amyigion of the Code shall be deemed
to include successor provisions thereto and reiguisithereunde
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(g) "Committee" means the Compensation Committebe@Board, or such other Board committee (whicly malude the entire Board) as
may be designated by the Board to administer the;Rrovided, however, that, unless otherwise detexd by the Board, the Committee
shall consist of two or more directors of the Compaach of whom is a "non-employee director” witthie meaning of Rule 16b-3 under the
Exchange Act; provided further, however, that trererfact that the Committee shall fail to qualifyder either of the foregoing requirements
shall not invalidate any Award made by the Commaitidhich Award is otherwise validly made under tienP

(h) "Company" means Nelnet, Inc., a corporatioraaiged under the laws of Nebraska, or any successporation.

(i) "Eligible Employee" means an employee of therany, a Subsidiary or an Affiliate, including agiyector who is also an employee.
Notwithstanding any provisions of this Plan to tomtrary, an Award may be granted to an employe®immection with his or her hiring
retention prior to the date the employee first perfs services for the Company, a Subsidiary or flitiade; provided, however, that any such
Award shall not become vested prior to the dateethployee first performs such services.

(j) "Exchange Act" means the Securities ExchangeoAd@934, as amended from time to time. Referetmwesy provision of the Exchange
Act shall be deemed to include successor providiesi®to and regulations thereunder.

(k) "Fair Market Value" means, with respect to Sisamr other property, the fair market value of sBhhares or other property determined by
such methods or procedures as shall be establisiradime to time by the Committee. If the Shareslassted on any established stock
exchange or a national market system, unless oibedetermined by the Committee in good faith,Rhe Market Value of Shares shall
mean the closing price per Share on the date istigune(or, if the Shares were not traded on thgf thee next preceding day that the Shares
were traded) on the principal exchange or markstiesy on which the Shares are traded, as such prieasfficially quoted on such exchange.

() "Participant" means an Eligible Employee whe lb@en granted an Award under the Plan.
(m) "Plan" means this Nelnet, Inc. Restricted StBtdn.

(n) "Restricted Shares" means an Award of ShardsruBection 5 hereof that may be subject to certtrictions and to a risk of forfeitu
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(0) "Rule 16b-3" means Rule 16b-3, as from timénee in effect and applicable to the Plan and Bigidints, promulgated by the Securities
and Exchange Commission under Section 16 of thbdhge Act.

(p) "Shares" means Class A common stock, $.01 gaeper share, of the Company.

(q) "Subsidiary" means any entity (other than tleen@any) in an unbroken chain of entities beginniity the Company if each of the entit
(other than the last entity in the unbroken chaimhs shares possessing 50% or more of the totabioah voting power of all classes of
equity interests in one of the other entities ia ¢hain.

3. Administration.

(a) Authority of the Committee. The Plan shall bkenénistered by the Committee, and the Committed blge full and final authority to take
the following actions, in each case subject to @nsistent with the provisions of the Plan:

(i) to select Eligible Employees to whom Awards nieygranted;
(i) to designate Affiliates;

(iii) to determine the number of Awards to be geahtthe number of Shares to which an Award mayeaethe terms and conditions of any
Award granted under the Plan (including, but noiitéd to, any restriction or condition, any schediar lapse of restrictions or conditions
relating to transferability or forfeiture, and waivor accelerations thereof, and waivers of peréoroe conditions relating to an Award, based
in each case on such considerations as the Corarslitdl determine), and all other matters to berdghed in connection with an Award,;

(iv) to determine whether, to what extent, and undeat circumstances an Award may be settled ih,cakares, other Awards, or other
property, or an Award may be canceled, forfeitedthanged, or surrendered;

(v) to determine whether, to what extent, and undwat circumstances cash, Shares, other Awardsther property payable with respect to
an Award will be deferred either automaticallyttet election of the Committee or at the electiothefEligible Employee;

(vi) to prescribe the form of each Award Agreemertijch need not be identical for each Eligible Eoygle;
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(vii) to adopt, amend, suspend, waive, and ressirudh rules and regulations and appoint such agsritee Committee may deem necessa
advisable to administer the Plan;

(viii) to correct any defect or supply any omissmrreconcile any inconsistency in the Plan ancbigstrue and interpret the Plan and any
Award, rules and regulations, Award Agreement deoinstrument hereunder;

(ix) to accelerate the vesting of all or any portaf any Award;
(x) to determine whether uncertificated Shares bmysed in satisfying Awards and otherwise in cotioe with the Plan; and

(xi) to make all other decisions and determinatiasisnay be required under the terms of the Plars the Committee may deem necessary or
advisable for the administration of the Plan.

(b) Manner of Exercise of Committee Authority. TBemmittee shall have sole discretion in exercisisguthority under the Plan. Any
action of the Committee with respect to the Plaalldbe final, conclusive, and binding on all perspimcluding the Company, Subsidiaries,
Affiliates, Eligible Employees, any person claimiagy rights under the Plan from or through anyiBlegEmployee and shareholders of any
of the foregoing. The express grant of any spepifiwer to the Committee, and the taking of anyoackiy the Committee, shall not be
construed as limiting any power or authority of @@mmittee. The Committee may delegate to other lneesnof the Board or officers or
managers of the Company or any Subsidiary or Affilithe authority, subject to such terms as therflittee shall determine, to perform
administrative functions with respect to the Plotwithstanding any provision of the Plan to thetcary, the Cochief Executive Officers ¢
the Company (the "Co-CEOQOs") shall have the powdrarthority, subject to the terms and conditionthefPlan, to make awards under the
Plan to employees who are not officers or directdithe Company for purposes of Section 16(b) efEichange Act; provided, however,
the authority of the Co-CEOs to make such award$ bk subject to limitations as may be imposediftome to time by the Committee.

(c) Limitation of Liability. Each member of the Caonittee shall be entitled to, in good faith, relyamt upon any report or other information
furnished to him or her by any officer or other doyge of the Company or any Subsidiary or Affiligfee Company's independent certified
public accountants or other professional retainethb Company to assist in the administration efffan. No member of the Committee, and
no officer or employee of the Company acting ondifedif the Committee, shall be personally liableday action, determination, or
interpretation taken or made in good faith withpesst



-5-

to the Plan, and all members of the Committee awycbficer or employee of the Company acting onrthehalf shall, to the extent permitted
by law, be fully indemnified and protected by then@pbany with respect to any such action, deternonatr interpretation.

4. Shares Subject to the Plan.

(a) Subject to adjustment as provided in Sectidn) Béreof, the total number of Shares reserved$oance in connection with Awards under
the Plan shall be 1,000,000. No Award may be gdhifitthe number of Shares to which such Award esatvhen added to the number of
Shares previously issued under the Plan exceedsithber of Shares reserved under the applicablégiwas of the preceding sentence. If
any Awards are forfeited, canceled, terminatedharged or surrendered, or such Award is settledsh or otherwise terminates without a
distribution of Shares to the Participant, any 8haounted against the number of Shares reserdeavaiable under the Plan with respect to
such Award shall, to the extent of any such foufit settlement, termination, cancellation, excleamgsurrender, again be available for
Awards under the Plan.

(b) In the event that the Committee shall deterntiirae any dividend in Shares, recapitalization,r8lsalit, reverse split, reorganization,
merger, consolidation, spin-off, combination, reghase or share exchange, or other similar corptnatsaction or event, affects the Shares
such that an adjustment is appropriate in orderéeent dilution or enlargement of the rights afjiflle Employees under the Plan, then the
Committee shall make such equitable changes ost@nts as it deems appropriate and, in such masriemay deem equitable, adjust any
or all of

(i) the number and kind of shares which may theeedfe issued under the Plan, and (ii) the numbeikénd of shares, other securities or
other consideration issued or issuable in respgemtitstanding Awards. In addition, the Committeaushorized to make adjustments in the
terms and conditions of, and the criteria and perémce objectives, if any, included in, Awardseéeagnition of unusual or non-recurring
events (including, without limitation, events delsed in the preceding sentence) affecting the Camyppa any Subsidiary or Affiliate or the
financial statements of the Company or any SubsidiaAffiliate, or in response to changes in apglile laws, regulations, or accounting
principles.

(c) Any Shares distributed pursuant to an Award e@ysist, in whole or in part, of authorized anisaned Shares or treasury Shares
including Shares acquired by purchase in the opanken or in private transactior



5. Specific Terms of Awards.

(a) General. Awards may be granted on the termsanditions set forth in this Section 5. In additithe Committee may impose on any
Award, at the date of grant or thereafter (subje@ection 7(d) hereof), such additional terms @mtlitions, not inconsistent with the
provisions of the Plan, as the Committee shallrdatee.

(b) Restricted Shares. The Committee is authori@aegtant Restricted Shares to Eligible Employeetherfollowing terms and conditions:

() Issuance and Restrictions. Restricted Sharak Ish subject to such restrictions on transfeitgtdind other restrictions, if any, as the
Committee may impose at the date of grant or tlieneavhich restrictions may lapse separately arambination at such times, under such
circumstances (including, without limitation, upachievement of performance criteria if deemed ameite by the Committee), in such
installments or otherwise, as the Committee magrd@he. Except to the extent restricted under tha®l Agreement relating to the
Restricted Shares, an Eligible Employee grantedriReesd Shares shall have all of the rights of arsholder including, without limitation, the
right to vote Restricted Shares and the right ¢eiree dividends thereon.

(i) Forfeiture. Except as otherwise determinedhmsy Committee, at the date of grant or thereaffifgon termination of service during the
applicable restriction period, Restricted Sharesamy accrued but unpaid dividends that are attittmat subject to restrictions shall be
forfeited; provided, however, that the Committeeymeovide, by rule or regulation or in any Awardr&gment, or may determine in any
individual case, that restrictions or forfeiturenda@ions relating to Restricted Shares will be veaivn whole or in part in the event of
terminations resulting from specified causes, &ird@ommittee may in other cases waive in whole gairt the forfeiture of Restricted
Shares.

(iii) Certificates for Shares. Restricted Sharemnggd under the Plan may be evidenced in such masrtee Committee shall determine. If
certificates representing Restricted Shares atistezgd in the name of the Eligible Employee, stettificates shall bear an appropriate
legend referring to the terms, conditions, andriegins applicable to such Restricted Shares,thadCompany shall retain physical
possession of the certificate.

(iv) Dividends. Dividends paid on Restricted Shaskesll be either paid at the dividend payment dateleferred for payment to such date as
determined by the Committee, in cash or in unretstti Shares having a Fair Market Value equal t@theunt of such dividends. Shares
distributed in connection with a Share split oridénd in Shares, and other property distributed dividend, shall be subject to restrictions
and arisk o
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forfeiture to the same extent as the RestrictedeShaith respect to which such Shares or othergrtghas been distributed.
6. Certain Provisions Applicable to Awards.

(a) Stand-Alone, Additional, Tandem and Substifeards. Awards granted under the Plan may, in theretion of the Committee, be
granted to Eligible Employees either alone or iditidn to, in tandem with, or in exchange or sulgiton for, any other Award granted under
the Plan or any award granted under any otherq@lagreement of the Company, any Subsidiary oliAfé, or any business entity to be
acquired by the Company or a Subsidiary or Affdjadr any other right of an Eligible Employee toae payment from the Company or any
Subsidiary or Affiliate. Awards may be granted ddaion to or in tandem with such other Awards waads, and may be granted either as of
the same time as or a different time from the gadusuch other Awards or awards.

(b) Form of Payment Under Awards. Subject to tmegeof the Plan and any applicable Award Agreemeaments to be made by the
Company or a Subsidiary or Affiliate upon the grantnaturation of an Award may be made in such foasithe Committee shall determine
at the date of grant or thereafter, including, withlimitation, cash, Shares, notes, or other ptgpand may be made in a single payment or
transfer, in installments, or on a deferred bai® Committee may make rules relating to installnuerdeferred payments with respect to
Awards, including the rate of interest to be credlitvith respect to such payments, and the Comnmitserequire deferral of payment under
an Award if, in the sole judgment of the Committéenay be necessary in order to avoid nondeduityilmf the payment under Section 162
(m) of the Code.

(c) Nontransferability. Unless otherwise set fdsiththe Committee in an Award Agreement, Awardslghal be transferable by an Eligible
Employee except by will or the laws of descent distribution (except pursuant to a Beneficiary gaation). An Eligible Employee's rights
under the Plan may not be pledged, mortgaged, hgpated, or otherwise encumbered, and shall nstlbect to claims of the Eligible
Employee's creditors.

(d) Noncompetition. The Committee may, by way & fward Agreements or otherwise, establish sucbrddrms, conditions, restrictions
and/or limitations, if any, of any Award, providdtey are not inconsistent with the Plan, includiwghout limitation, the requirement that 1
Participant not engage in competition with the Camp



7. General Provisions.

(a) Compliance with Legal and Trading Requiremenke Plan, the granting and exercising of Awar@sehnder, and the other obligation
the Company under the Plan and any Award Agreembat| be subject to all applicable federal, staté foreign laws, rules and regulations,
and to such approvals by any regulatory or govermat@gency as may be required. The Company, wistgetion, may postpone the
issuance or delivery of Shares under any Award aatnpletion of such stock exchange or market sydigting or registration or
qualification of such Shares or other requiredaactinder any state or federal law, rule or regoifasis the Company may consider
appropriate, and may require any Participant toevslch representations and furnish such informatsoih may consider appropriate in
connection with the issuance or delivery of Shamempliance with applicable laws, rules and ragahs. No provisions of the Plan shall
interpreted or construed to obligate the Companmgdister any Shares under federal, state or fodeig. The Shares issued under the Plan
may be subject to such other restrictions on tears$ determined by the Committee.

(b) No Right to Continued Employment or Serviceithir the Plan nor any action taken thereundei Sleatonstrued as giving any emplo!
the right to be retained in the employ of the Conypar any of its Subsidiaries or Affiliates, noradlit interfere in any way with the right of
the Company or any of its Subsidiaries or Affilmate terminate any employee's employment at ang.tim

(c) Taxes. The Company or any Subsidiary or Affdiss authorized to withhold from any Award granéey payment relating to an Award
under the Plan, including from a distribution ofaBds, or any payroll or other payment to an Elgibnployee, amounts of withholding and
other taxes due in connection with any transadgtiwalving an Award, and to take such other actisriree Committee may deem advisable to
enable the Company and Eligible Employees to satisfigations for the payment of withholding tayesl other tax obligations relating to
any Award. This authority shall include authoribytithhold or receive Shares or other property @nmhake cash payments in respect thereof
in satisfaction of an Eligible Employee's tax obtigns; provided, however, that the amount of tékhwolding to be satisfied by withholding
Shares shall be limited to the minimum amount »ésaincluding employment taxes, required to békétd under applicable Federal, state,
local and foreign law.

(d) Changes to the Plan and Awards. The Board mmend, alter, suspend, discontinue, or terminaté&tar or the Committee's authority to
grant Awards under the Plan without the conseshafeholders of the Company or Participants, exteptany such amendment or
alternation shall be subject to the approval ofGloenpany's
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shareholders to the extent such shareholder apgpsoneqjuired under the rules of any stock exchageutomated quotation system on which
the Shares may then be listed or quoted; providedgever, that, without the consent of an affectadi€pant, no amendment, alteration,
suspension, discontinuation, or termination offlen may materially and adversely affect the rigfitsuch Participant under any Award
theretofore granted to him or her. The Committeg maive any conditions or rights under, amend @&mgns of, or amend, alter, suspend,
discontinue or terminate, any Award theretoforentgd, prospectively or retrospectively; providedwever, that, without the consent of a
Participant, no amendment, alteration, suspensgisnpntinuation or termination of any Award may eratlly and adversely affect the rights
of such Participant under any Award theretoforentgd to him or her.

(e) No Rights to Awards; No Shareholder Rights.Bligible Employee or employee shall have any clarbe granted any Award under the
Plan, and there is no obligation for uniformitytefatment of Eligible Employees and employees. M@#l shall confer on any Eligible
Employee any of the rights of a shareholder ofCbenpany unless and until Shares are duly issué@usferred to the Eligible Employee in
accordance with the terms of the Award.

(f) Unfunded Status of Awards. With respect to payments not yet made to a Participant pursuaah tAward, nothing contained in the
Plan or any Award shall give any such Participamyt @ghts that are greater than those of a gemeedlitor of the Company; provided,
however, that the Committee may authorize the imeaff trusts or make other arrangements to mee€Ctmpany's obligations under the F

to deliver cash, Shares, other Awards, or othepgnty pursuant to any Award, which trusts or olmeangements shall be consistent with the
"unfunded" status of the Plan unless the Commidtberwise determines with the consent of each &ffeParticipant.

(9) Nonexclusivity of the Plan. Neither the adoptaf the Plan by the Board nor its submission eoghareholders of the Company for
approval shall be construed as creating any lilitaton the power of the Board to adopt such dtieantive arrangements as it may deem
desirable, and such arrangements may be eitheicabla generally or only in specific cases.

(h) Not Compensation for Benefit Plans. No Awargigdasle under this Plan shall be deemed salary opeosation for the purpose of
computing benefits under any benefit plan or otreingement of the Company for the benefit of itpkyees unless the Company shall
determine otherwist
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() No Fractional Shares. Unless otherwise deteedhioy the Committee, no fractional Shares shais&@ed or delivered pursuant to the Plan
or any Award. The Committee shall determine whetlash, other Awards, or other property shall beddsor paid in lieu of such fractional
Shares or whether such fractional Shares or ahysritpereto shall be forfeited or otherwise elintaia

()) Governing Law. The validity, construction, aeflect of the Plan, any rules and regulations irgatio the Plan, and any Award Agreement
shall be determined in accordance with the lawth®fState of Nebraska, without giving effect topiples of conflict of laws thereof.

(k) Effective Date; Plan Termination. The Plan §batome effective as of November 13, 2003 (théetEive Date"). The Plan shall
terminate as to future awards on the date whitbrig10) years after the Effective Date.

() Titles and Headings. The titles and headingthefSections in the Plan are for conveniencefefeace only. In the event of any conflict,
the text of the Plan, rather than such titles adiegs, shall contro



EXHIBIT 4.13

NELNET, INC.
DIRECTORS STOCK COMPENSATION PLAN

1. PURPOSES.

The purposes of this Nelnet, Inc. Directors Stooknpensation Plan are to advance the interestsloENénc. and its shareholders by
providing a means to attract, retain and motivaéenimers of the Board of Directors of Nelnet, Incompvhose judgment, initiative and efforts
the continued success, growth and development lofelydnc. is dependent.

2. DEFINITIONS.
For purposes of the Plan, the following terms shaltlefined as set forth below:
(a) "Board" means the Board of Directors of the @any.

(b) "Code" means the Internal Revenue Code of 188@&mended from time to time. References to aowigion of the Code shall be deemed
to include successor provisions thereto and reiguisithereunder.

(c) "Company" means Nelnet, Inc., a corporatioraaiged under the laws of Nebraska, or any successporation.
(d) "Director" means a non-employee member of tharB.
(e) "Fair Market Value" means, with respect to $sayn any day, the following:

(i) If the Shares are at the time listed or adrdittetrading on any stock exchange, then the Faikkt Value shall be the closing selling price
per share of Shares on the day preceding the maugeistion on the stock exchange which is the pyimearket for the Shares, as such price is
officially quoted on such exchange. If there israported sale of Shares on such exchange on stehtldan the Fair Market Value shall be
the closing selling price on the exchange on teegdeeceding date for which such quotation exestst

(i) If the Shares are not at the time listed om#ted to trading on any stock exchange but aetlan the over-the-counter market, the Fair
Market Value shall be the closing selling price gleare of Shares on the day preceding the d:



guestion, as such price is reported by the Natidsabciation of Securities Dealers through the NARDNational Market System or any
successor system. If there is no reported closlimg price for Shares on such date, then therpselling price on the last preceding date
for which such quotation exists shall be deternweatdf Fair Market Value.

(f) "Participant” means a Director who has eledteteceive Shares or defer compensation underléme P
(9) "Plan" means this Nelnet, Inc. Directors St@knpensation Plan, as amended from time to time.
(h) "Plan Year" means the calendar year.

(i) "Shares" means Class A Common Stock, $.01 plrevper share, of the Company.

3. ADMINISTRATION.

The Plan shall be administered by the Board. Stlbjethe express provisions of the Plan, the Beaall have full and exclusive authority to
interpret the Plan, to make all determinations wétspect to the Plan, to prescribe, amend andhesales and regulations relating to the F
and to make all other determinations necessargwsable in the implementation and administratibthe Plan. The Board's interpretation
and construction of the Plan shall be conclusiwlznding on all persons.

4. SHARES SUBJECT TO THE PLAN.
(a) Subject to adjustment as provided in Sectigp),@le total number of Shares reserved for isseiander the Plan shall be 100,000.

(b) Any Shares issued hereunder may consist, idendroin part, of authorized and unissued Shareseasury Shares, including Shares
acquired by purchase in the open market or in fgitransactions.

5. SHARE ELECTION.

(a) Each Director may make an election in writimgaw prior to each December 31 to receive the Borscannual retainer fees payable in the
following Plan Year in the form of Shares insteddash. Unless the Director makes a deferral erqiursuant to Section 6 below, any
Shares elected shall be payable at the time cémheefees are otherwise payable. The number aféShdistributed shall be equal to the
amount of the annual retainer
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fee otherwise payable on such payment date divigle®5% the Fair Market Value of a Share on suchrt date. Notwithstanding the
foregoing, a Director who is first elected or apyed to the Board may make an election under this

Section 5 within 60 days of such election or appoant to the Board in respect of annual retaines feayable after the date of the election.
Any election made under this Section 5 shall renmagffect unless and until a new election is madeccordance with the provisions of this
Plan.

(b) Notwithstanding any provision of this Plan be tcontrary, no elections will be available to &isector under Sections 5(a) or 6 with
respect to the Director's annual retainer fee payfap calendar year 2004. The annual retainefdeeach Director for calendar year 2004
shall be paid as soon as practicable followingcthressummation of the Company's initial public offieriand registration of the Shares issuable
hereunder, and such annual retainer fee shallildarpthe form of Shares, the number of which shalldetermined by dividing the amount of
the annual retainer fee by 85% of the price pard3bare by the initial purchasers in the Compainjtisl public offering.

6. DEFERRAL ELECTION.

(a) A Director who has elected to receive Sharesyant to Section 5 above may make an irrevocdbdttien on or before the December 31
immediately preceding the beginning of a Plan Yafahe Company, by written notice to the Companydéfer delivery of all or a designated
percentage of the Shares otherwise payable as hex @annual retainer for service as a DirectottierPlan Year. Notwithstanding the
foregoing, a Director who is first elected or apyed to the Board may make an election under thidi@ 6(a) within 60 days of such
election or appointment to the Board in respe@rofual retainer fees payable after the date ofldetion.

(b) Deferrals of Shares hereunder shall contindi tine Director notifies the Company in writingn @r prior to the December 31 immedial
preceding the commencement of any Plan Year, thatishes to change his election hereunder.

(c) All shares which a Director elects to deferguant to this Section 6 shall be credited in thienfof share units to a bookkeeping account
maintained by the Company in the name of the Dare@&ach such unit shall represent the right teikecone Share at the time determined
pursuant to the terms of the Plan.

(d) As of each date on which a cash dividend id pai Shares, there shall be credited to each attmatmumber of units (including
fractional units) determined by: (i) multiplyingetamount of such dividend per Share by the numbenits in such account; and (i) dividing
the total so determined by the Fair Market Valua &hare on the date of payment of such cash digidene additions to a Director's acco
pursuant to this Section 6(d) shall continue whtl Director's account is fully paid.

(e) The account of a Director shall be distribuiedhe form of one Share for each Share unit)egifR) in a lump sum at the time of
termination of the Director's service on the Boardy) in up to five annual installments commencaidhe time of termination of the
director's service on the Board, as elected byihector. Each Director's distribution election mbhe made in writing within the later of (A)
60 days after the Effective Date of this Plan,By&0 days after the Director first becomes eligitd participate in the Plan; provided,
however, that a Director may make a new distribuggection with respect to the entire portion & o her account subject to this Section 6
(e) so
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long as such election is made at least one yesahiance of the Director's termination of servicdteBoard. In the case of an account
distributed in installments, the amount of Shaiistributed in each installment shall be equal ®rlamber of Share units in the Director's
account subject to such installment distributiothattime of the distribution divided by the numbéinstallments remaining to be paid.

(f) The right of a Director to amounts describedemnthis Section 6 shall not be subject to assignimeother disposition by him or her other
than by will or the laws of descent and distribatitn the event that, notwithstanding this prowisia Director makes a prohibited disposition,
the Company may disregard the same and dischargéligation hereunder by making payment or deyivze though no such disposition had
been made.

(9) Adjustments. In the event that any dividen&lrares, recapitalization, Share split, reverse, spbrganization, merger, consolidation,
spin-off, combination, repurchase, or Share exchaogother such change, affects the Shares satkhity are increased or decreased or
changed into or exchanged for a different numbédird of Shares, other securities of the Companyf @nother corporation or other
consideration, then in order to maintain the prapoate interest of the Directors and preservevtiee of the Directors' Share units, (i) there
shall automatically be substituted for each Shareainew unit representing the number and kin8hudres, other securities or other
consideration into which each outstanding Shar# bhahanged, and (ii) the number and kind of skavailable for issuance under the Plan
shall be equitably adjusted in order to take irtooaint such transaction or other change. The $utestiunits shall be subject to the same
terms and conditions as the original Share units.

7. GENERAL PROVISIONS.

(a) Compliance with Legal and Trading Requiremenk® Plan shall be subject to all applicable lawkes and regulations, including, but not
limited to, U.S. federal and state laws, rules mglilations, and to such approvals by any regulaiogovernmental agency as may be
required. The Company, in its discretion, may pospthe issuance or delivery of Shares under the Eitil completion of such stock
exchange or market system listing or registratiogualification of such Shares or other requiretibacunder any U.S. federal or state law,
rule or regulation or under laws, rules or regolasi of other jurisdictions as the Company may amrsappropriate, and may require any
Participant to make such representations and tusush information as it may consider appropriateannection with the issuance or
delivery of Shares in compliance with applicabledarules and regulations. No provisions of thenRlaall be interpreted or construed to
obligate the Company to register any Shares underfdderal or state law or under the laws of ofinésdictions.
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(b) No Right to Continued Service. Neither the Pian any action taken thereunder shall be constagagiving any Director the right to be
retained in the service of the Company or any$itbsidiaries or affiliates, nor shall it integfén any way with the right of the Company or
any of its subsidiaries or affiliates to terminatey Director's service at any time.

(c) Taxes. The Company is authorized to withhotarfrany Shares delivered under this Plan any amafimtghholding and other taxes due
in connection therewith, and to take such othéoaas the Company may deem advisable to enablgdhgpany and a Participant to satisfy
obligations for the payment of any withholding taxand other tax obligations relating thereto. Ehithority shall include authority to
withhold or receive Shares or other property anehéde cash payments in respect thereof in safisfaof a Participant's tax obligations.

(d) Amendment. The Board may amend, alter, susphisdontinue, or terminate the Plan without thesem of shareholders of the Company
or Participants, except that any such amendmeetasibn, suspension, discontinuation, or termarashall be subject to the approval of the
Company's shareholders if such shareholder appi®vatjuired by any U.S. federal law or regulatiorthe rules of any stock exchange or
automated quotation system on which the Sharestineaybe listed or quoted; provided, however, tdhout the consent of an affected
Participant, no amendment, alteration, suspensisnpntinuation or termination of the Plan may iimpiae rights or, in any other manner,
adversely affect the rights of such Participantarrahy award theretofore granted to him or hemonmensation previously deferred by hin
her hereunder.

(e) Unfunded Status of Awards. The Plan is intertdezbnstitute an "unfunded" plan for incentive aederred compensation. With respec
any payments not yet made to a Participant purdoamtieferral election, nothing contained in thenRhall give any such Participant any
rights that are greater than those of a generalaumed creditor of the Company; provided, howethert the Company may authorize the
creation of trusts or make other arrangements &t the Company's obligations under the Plan toréletiash, Shares, or other property
pursuant to any award, which trusts or other aar@nts shall be consistent with the "unfunded'ustaf the Plan unless the Company
otherwise determines with the consent of each fteRarticipant.

(f) Nonexclusivity of the Plan. Neither the adoptiof the Plan by the Board nor its submission toghareholders of the Company for
approval shall be construed as creating any lifitaton the power of the Board to adopt such atberpensation arrangements as it may
deem desirable, and such arrangements may be afipkcable generally or only in specific cases.
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(9) No Fractional Shares. No fractional Shares| dfeissued or delivered pursuant to the Plan. Ghah be paid in lieu of such fractional
Shares.

(h) Governing Law. The validity, construction, agffect of the Plan shall be determined in accordamith the laws of the State of New Yc
without giving effect to principles of conflict ¢dws thereof.

(i) Effective Date; Plan Termination. The Plan asaded and restated shall become effective astob&c21, 2003 (the "Effective Date").
The Plan shall terminate as to future awards, &t s§me as no Shares remain available for issupacsuant to Section 4, and the Company
has no further obligations with respect to any cengation deferred under the Plan.

(j) Titles and Headings. The titles and headingthefSections in the Plan are for conveniencefefeace only. In the event of any conflict,
the text of the Plan, rather than such titles @diggs, shall control.
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EXHIBIT 4.14

NELNET, INC.
EMPLOYEE SHARE PURCHASE PLAN

1. PURPOSE.

The purpose of the Nelnet, Inc. Employee Sharelase Plan is to provide eligible employees the dppiy to purchase Nelnet, Inc. Class
A Common Stock on a basis that qualifies for thettaatment prescribed by
Section 423 of the Code.

2. DEFINITIONS.
The following terms, when used in the Plan, shallehthe following meanings:
(a) "Board" or "Board of Directors" means the Boafdirectors of the Company, as constituted frammetto time.

(b) "Code" means the Internal Revenue Code of 188&mended from time to time. References to écphat section of the Code include ¢
successor provisions.

(c) "Committee" means the Compensation Committead@Board, or such other committee appointed byBibard of Directors to administer
the Plan pursuant to the provisions of Section B&w.

(d) "Common Stock" means Class A Common Stockyphre $.01 per share, of the Company.
(e) "Company" means Nelnet, Inc., a Nebraska catjor, or any successor corporation.

(f) "Fair Market Value" on a particular date me#éms mean between the highest and lowest salespfae share of Common Stock on the
principal stock exchange or stock market on whigh@ommon Stock may be listed or admitted to tiudifnthere were no sales on such d
the respective prices on the most recent prioratteyhich sales were reported shall be used. Ifdalegoing method of determining fair
market value should be inconsistent with Sectiod d2he Code, "Fair Market Value" shall be deterad by the Committee in a manner
consistent with Section 423 of the Code and shalimrthe value as so determined.

(g) "Offering" means a period, designated by then@uttee in accordance with the provisions of Sec@idereof, on the first day of which
options will be granted to eligible employees parstito Section 8(a) hereof and on the last dayto€hvsuch options will be deemed
exercised or will expire, as applicable, in accamawith Section 8(b) herec



(h) "Participant” or "Participating Employee" meamsemployee of the Company or a Participating i8iidry who is eligible to participate in
an Offering under the Plan pursuant to Sectionlévband who elects to participate in such Offelimgccordance with Section 6 below.

(i) "Participating Subsidiary" means, with resptecan Offering under the Plan, a Subsidiary theleyges of which are authorized by the
Committee as provided in Section 5 below to pate in such Offering.

()) "Plan" means the Nelnet, Inc. Employee Shanelfase Plan, as amended from time to time.

(k) "Parent" means a parent corporation as defimed
Section 424(e) of the Code, including a corporatidnich becomes such a parent in the future.

() "Subsidiary" means a subsidiary corporatiomleined in Section 424(f) of the Code, includingagporation which becomes such a
subsidiary in the future.

(m) "Total Compensation” means, with respect to @ffering, the cash compensation paid to a Padteig Employee by the Company or a
Participating Subsidiary during the Offering fongees, including overtime, premium pay, commissiamd annual bonus, in each case prior
to reduction for pre-tax contributions made toanpbr salary reduction contributions made to a phksiudable from income under Sections
125 or 402(g) of the Code; provided, however, thatal Compensation" shall not include severangg peay-on bonuses, retirement income,
welfare benefits or income derived from stock opsiostock appreciation rights or other equity-bassdpensation.

3. ADMINISTRATION.

(&) The Plan shall be administered by the Compams&ommittee of the Board, or if designated byBoard such other committee of the
Board consisting of two or more directors.

(b) Subject to the provisions of the Plan, the peved the Committee shall include having the adthipin its discretion, to:
(i) define, prescribe, amend and rescind rulegjlegipns, procedures, terms and conditions reldtirthe Plan; and

(i) interpret, administer and construe the Plad arake all other determinations necessary or adladar the administration of the Plan,
including but not limited to correcting defectsgoaciling inconsistencies and resolving ambiguities
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(c) The interpretation by the Committee of the teiand conditions of the Plan, and its administratibthe Plan, and all action taken by the
Committee, shall be final, binding and conclusivetive Company, its stockholders, SubsidiarieRatticipants and employees, and upon
their respective successors and assigns, and lipather persons claiming under or through anyhein.

(d) Members of the Board, members of the Commaétesk persons to whom authority is delegated undetid®e3(e) below acting under this
Plan shall be fully protected in relying in goodttiaupon the advice of counsel and shall incuriability except for gross or willful
misconduct in the performance of their duties.

(e) The Committee may delegate its authority toiadter the Plan to any individuals as the Comreitieay determine and such individuals
shall serve solely at the pleasure of the Commifieg individuals who are authorized by the Comagtto administer the Plan shall have the
full power to act on behalf of the Committee, bioilsat all times be subordinate to the Committee the Committee shall retain ultimate
authority for the administration of the Plan.

4. STOCK SUBJECT TO THE PLAN.

(a) Subject to paragraph (c) below, the aggregateber of shares of Common Stock which may be sotttuthe Plan is 1,000,000 shares of
Common Stock.

(b) If the number of shares of Common Stock thatiépating Employees become entitled to purchaggréater than the number of shares of
Common Stock that are offered in a particular Gfigor that remain available under the Plan, trelalle shares of Common Stock shall be
allocated by the Committee among such ParticipaEimgployees in such manner as it deems fair andadgei

(c) In the event of any change in the Common Stthokugh recapitalization, merger, consolidatidock dividend or split, combination or
exchange of shares, spinoff or otherwise, the Cdraenmay make such equitable adjustments in thed?d the then outstanding Offerings
as it deems necessary and appropriate includingydidimited to, changing the number of share€ofmmon Stock reserved under the Plan,
and the purchase price of shares in the curremri@ff; provided that any such adjustments shaidresistent with Sections 423 and 424 of
the Code.

(d) Shares of Common Stock which are to be deld/ereder the Plan may be obtained by the Compamy ft®treasury, by purchasing such
shares on the open market or from private souardsy issuing authorized but unissued shares off@omStock. Shares of authorized but
unissued Common Stock may not be delivered unéePkian if the purchase price thereof is less tharpar value (if any) of the Common
Stock at the time. The Committee may (but need pratyide at any time or from time to time (includin
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without limitation upon or in contemplation of aatfge in control) for a number of shares of CommimeiSequal in number to the number of
shares then subject to options under this Plar igssued or transferred to, or acquired by, a {instuding but not limited to a grantor trust)
for the purpose of satisfying the Company's oblayet under such options, and, unless prohibitedpdpficable law, such shares held in trust
shall be considered authorized and issued shatbgullidividend and voting rights, notwithstanditttat the options to which such shares
relate might not be exercisable at the time.

5. ELIGIBILITY.

All employees of the Company and any Subsidiaressghated by the Committee from time to time wélddigible to participate in the Plan,
in accordance with and subject to such rules agdlagons as the Committee may prescribe; provilediever, that (a) such rules shall
comply with the requirements of the Code (including not limited to Section 423(b)(3), (4) and {{&reof), (b) no employee shall be elig
to participate in the Plan if his or her customamyployment is 20 hours or less per week or fommote than five months in any calendar y
unless the Committee determines otherwise on amumiand non-discriminatory basis, (c) the Committesy (but need not) in its discretion
exclude employees who have been employed by thep@ayror a Participating Subsidiary less than twargend/or highly compensated
employees within the meaning of Section 414(ghef€ode from being eligible to participate in thenPor any Offering, but unless and until
otherwise determined by the Committee, only emmeyeho have been employed less than six monthdeviéixcluded, (d) no employee n
be granted an option under the Plan if such emplayemediately after the option is granted, owslspossessing 5% or more of the total
combined voting power or value of all classes o€ktof his employer corporation or any Parent dossdiary (with the rules of

Section 424(d) of the Code applicable in deterngjrire stock ownership of an employee, and stocklwtiie employee may purchase under
outstanding options, whether or not such optioradityufor the special tax treatment afforded by

Section 421 (a) of the Code, shall be treatedak stwned by the employee), and (e) all ParticigaEimployees shall have the same rights
and privileges except as otherwise permitted byi@ed23(b)(5) of the Code.

6. OFFERINGS; PARTICIPATION.

The Company may make Offerings of up to 27 momthgation each, to eligible employees to purchaseeshof Common Stock under the
Plan, until all shares authorized to be delivenedan the Plan have been exhausted or until thei®kwoner terminated by the Board. Subject
to the preceding sentence, the number, commenceatatnand duration of any Offerings shall be deiteech by the Committee in its sole
discretion; provide, however, that, unless the Cdttem determines otherwise, (a) the first Offerstgll commence as soon as practicable
following the effectiveness of the Company's itigiablic offering and shall extend through June 304, and (b) a new six-month Offering
will commence immediately after the end of the jwas Offering. The duration of any Offering need be the same as the duration of any
other Offering, and more than one Offering may cancoe or

-4-



terminate on the same date if the Committee soigesy Subject to such rules and procedures asdher@tee may prescribe, an eligible
employee may elect to participate in an Offeringuath time(s) as the Committee may permit by aigimgy a payroll deduction for such
purpose in one percent increments of up to a maximitwenty percent (20%) of his or her Total Comgetion with respect to such Offeri
or such lesser amount as the Committee may pres@drticipant elections may be made in any madeemed appropriate by the Commi
from time to time, including by voice responsetmotigh the Internet. The Committee may (but nedjlpermit employee contributions to be
made by means other than payroll deductions; peakidowever, that in no event shall an employaemisributions (excluding interest, if any,
credited pursuant to Section 7(a) below) from allrses in any Offering exceed twenty percent (20684)is or her Total Compensation with
respect to such Offering or such lesser amourit@€ommittee may prescribe. The Committee mayyatiare suspend or accelerate the
completion of an Offering if required by law or deed by the Committee to be in the best interestseCompany, including in the event
change in ownership or control of the Company gr @mbsidiary.

7. PAYROLL DEDUCTIONS.

(&) The Company will maintain payroll deduction @gots on its books for all Participating Employesasd may (but need not) credit such
accounts with interest if (and only if) the Commiéttso directs at such rate (if any) as the Comenittay prescribe. All employee
contributions and any interest thereon which then@ittee may authorize in accordance with the priecesientence shall be credited to such
accounts. Employee contributions and any intenestited to the payroll deduction accounts of Pgrditng Employees need not be
segregated from other corporate funds and may éxe fos any corporate purpose.

(b) At such times as the Committee may permit argjext to such rules and procedures as the Conmamitegy prescribe, a Participating
Employee may suspend his or her payroll deductioing an Offering, or may withdraw the balance f ¢r her payroll deduction account
and thereby withdraw from participation in an Offfey.

(c) Any balance remaining in an employee's paytetluction account after shares have been purclmsedOffering pursuant to

Section 8(b) below will be refunded to the Partitipg Employee. Upon termination of the Plan, albants in the accounts of Participating
Employees shall be carried forward into their pydeduction accounts under a successor planyif @anrefunded to them, as the Committee
may decide.

(d) In the event of the termination of a ParticipgtEmployee's employment for any reason, his opheticipation in any Offering under the
Plan shall cease, no further amounts shall be dedyzirsuant to the Plan and the balance in sughogee's account shall be paid as soon as
practicable following such termination of employrhemthe employee, or, in the event of such emptsydeath, to such employee's
beneficiary
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designated under this Plan or, in the absenceatf sbeneficiary designation, to such employee¢&tes
8. PURCHASE; LIMITATIONS.

(a) Subject to Section 5 above and within the Htiins of Section 8(d) below, each person who isligible employee of the Company or a
Participating Subsidiary on the first day of anédifig under the Plan is hereby granted an optiorthe first day of such Offering, to purch
up to a number of whole shares of Common Stockeaehd of such Offering determined by dividing ttygmercent (or such lesser percent
as may be specified by the Committee as the maxiempioyee contribution percentage in such Offerofguch employee's Total
Compensation with respect to such Offering, pluchsaterest (if any) as the Committee may authaidziee credited during such Offering in
accordance with Section 7(a) above, by 85 perdethieoFair Market Value of a share of Common Stogkhe first date of such Offering or
on the last date of such Offering; provided, howepeovided that in no event shall the number afreb of Common Stock that may be
purchased under any such option exceed 2500 stiaseieh higher or lower number of shares as therflittee may have specified in
advance of such Offering as the maximum amountoakswhich may be purchased by an employee in 8ffdring. The purchase price of
such shares under such options shall be deterrmreztordance with Section 8(c) below. The Compaalligation to sell and deliver
Common Stock in any Offering or pursuant to anyhsoation shall be subject to the approval of anyegomental authority whose approval
the Committee determines it is necessary or adadatobtain in connection with the authorizatimsuance, offer or sale of such Common
Stock.

(b) As of the last day of the Offering, the paymididuction account of each Participating Employesl $e totaled. Subject to the provisions
of Section 7(b) above and 8(d) below, if such aot@entains sufficient funds as of that date tachase one or more whole shares of
Common Stock at the price determined under Seéfionbelow, the Participating Employee shall beatosively deemed to have exercised
the option granted pursuant to Section 8(a) abovag many whole shares of Common Stock as the minodhis or her payroll deduction
account (including any contributions made by meather than payroll deductions and including angriest credited to the account) at the
of the Offering can purchase (but in no event forethan the total number of shares that are sutgjghe option); such employee's account
will be charged for the amount of the purchasefandll purposes under the Plan the employee wiltlbemed to have acquired the shares on
that date; and either a stock certificate repraésgrsuch shares will be issued to him or her, erGlompany's record keeper will make an e
on its books and records evidencing that such sharee been duly issued or transferred as of titat ds the Committee may direct. Any
option granted pursuant to Section 8(a) above wisictot deemed exercised as of the last day obffering in accordance with the foregoi
provisions of this Section 8(b) shall expire ont tthate.
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(c) Unless the Committee determines before thedmg of an Offering that a higher price that coegplvith Section 423 of the Code shall
apply, the price at which shares of Common Stock beapurchased under each option granted purso&edtion 8(a) above shall be the
lesser of (i) an amount equal to 85 percent ofRdie Market Value of the Common Stock at the timehsoption is granted, or (ii) an amount
equal to 85 percent of the Fair Market Value of@mmmon Stock at the time such option is exercised.

(d) In addition to any other limitations set foiththe Plan, no employee may be granted an optileuthe Plan which permits his or her
rights to purchase stock under the Plan, and &mr atock purchase plan of his or her employeramaton and its Parent and Subsidiary that
is qualified under Section 423 of the Code, to aeat a rate which exceeds $25,000 of the Fair dtarklue of such stock (determined at the
time such option is granted) for each calendar yreathich the option is outstanding at any timee T@ommittee may further limit the amount
of Common Stock which may be purchased by any eyeplauring an Offering in accordance with Sectid8(%)(5) of the Code.

9. HOLDING PERIOD.

Unless the Committee should determine otherwis&@hmon Stock acquired under the Plan is subgeatttvo year holding period. For
purposes of measuring a given two year holdingopethe commencement date shall be the date whiche day after the last day of an
Offering. During the holding period, no shares acgfithrough the Plan may be sold, transferredtoeravise disposed, other than by will, the
laws of descent and distribution, or if Participenho longer employed by the Company or its Suasik.

10. NO TRANSFER.

(a) No option, right or benefit under the Plan rbaytransferred by any employee, whether by wi#,ldws of descent and distribution, or
otherwise, and all options, rights and benefitsauride Plan may be exercised during an employiéetisrie only by such employee.

(b) Book entry accounts and certificates for shaf€sSommon Stock purchased under the Plan may lietareed or registered, as the case
may be, only in the name of the Participating Emp#or, if such employee so indicates on his oiplagroll deduction authorization form, in
his or her name jointly with a member of his or family, with right of survivorship.

11. EFFECTIVE DATE AND DURATION OF PLAN.

The Plan shall become effective when adopted bdsd; provided, however, that the stockholdershefCompany approve it within 12
months thereafter. If not so approved by sharems]diee Plan shall be null, void and of no forceffect. If so approved, the Plan shall
remain in effect until all shares authorized tadseied or transferred hereunder have been exhawstaedil the Plan is sooner terminated by
the Board of Direc-
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tors, and may continue in effect thereafter witspeet to any options outstanding at the time ofi dammination if the Board of Directors so
provides.

12. AMENDMENT AND TERMINATION OF THE PLAN.

The Plan may be amended by the Board of Directdthput shareholder approval, at any time and ynraspect, unless shareholder appr

of the amendment in question is required underi@ed3 of the Code or under the rules and requratof any stock exchange or automated
guotation system on which the Common Stock may beelisted or quoted. The Plan may also be termthat any time by the Board of
Directors.

13. GENERAL PROVISIONS.

(a) Nothing contained in this Plan shall be deetoetbnfer upon any person any right to continuaraemployee of or to be associated in any
other way with the Company for any period of timmeabany particular rate of compensation.

(b) No person shall have any rights as a stockhatithe Company with respect to any shares optiameler the Plan until such shares are
issued or transferred to him or her.

(c) All expenses of adopting and administeringRlten shall be borne by the Company, and none ¢f sypenses shall be charged to any
employee.

(d) The Plan shall be governed by and construeérnhe laws of the State of New York, without giyieffect to the principles of conflict of
laws of that State.

(e) The Plan and each Offering under the Planténared to qualify as an "employee stock purchaae"plithin the meaning of Section 423
of the Code. Every provision of the Plan shall bmmistered, interpreted and construed to carrysaah intention.
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EXHIBIT 10.79

NELNET, INC.
EXECUTIVE OFFICERS BONUS PLAN

1. PURPOSE.

Nelnet, Inc. has established this Nelnet, Inc. Bkge Officers Bonus Plan in order to provide thenpany's C-Chief Executive Officers ar
its President with an opportunity to earn annuausocompensation based upon the Company's coritgalidat income before taxes, as an
incentive and reward for their leadership, abilityd exceptional services.

2. DEFINITIONS.
For purposes of the Plan, the flowing terms shaltlefined as set forth below:

(a) "Award" means the amount of bonus compensatievhich an Eligible Employee is entitled for ed@dllan Year in accordance with
Sections 4 and 5 of the Plan.

(b) "Board" means the Board of Directors of the @amy.

(c) "Code" means the Internal Revenue Code of 188@mended, including applicable regulations tireder.
(d) "Committee" means the Compensation CommittebeBoard.

(e) "Company" means Nelnet, Inc., a Nebraska catjor, or any successor corporation.

(f) "Eligible Employee" means each of the Co-CliteEcutive Officers and the President of the Company
(9) "Plan" means the Nelnet, Inc. Executive OfficBonus Plan, as amended from time to time.

(h) "Plan Year" means a calendar year or such qéeod established by the Committ



3. ADMINISTRATION.

The Plan shall be administered by the Committee. Cobmmittee shall have the authority to adoptr altel repeal such administrative rules,
guidelines and practices governing the Plan asail seem advisable and to interpret the termspaadisions of the Plan. All determinations
made by the Committee with respect to the Planfamards thereunder shall be final and binding orpalisons, including the Company and
all Eligible Employees.

4. DETERMINATION OF AWARDS.

The amount of the Award payable to each Eligiblepkryee for each Plan Year shall be 0.85% of the @omg's consolidated net income
before taxes for the Plan Year, computed in acemeavith generally accepted accounting princigbesyided, however, that the maximum
award for any Plan Year payable to the Presidealt bk $500,000.

5. PAYMENT OF AWARD.

The Award of each Eligible Employee for a Plan Y&aall be paid in cash after the end of the PlaarYig an Eligible Employee dies after
the end of a Plan Year but before receiving payrméany Award, the amount of such Award shall biel pa a designated beneficiary or, if
beneficiary has been designated, to the Eligibl@layee's estate, in the form of a lump sum payrirecash as soon as practicable after the
Award for the Plan Year has been determined.

6. NONTRANSFERABILITY.
No Award or rights under this Plan may be trans®@ior assigned other than by will or by the lawdesgcent and distributio
7. AMENDMENTS AND TERMINATION.

The Board may terminate the Plan at any time angan@end it from time to time; provided, howevegttho termination or amendment of
the Plan shall adversely affect the rights of agiBlle Employee or a beneficiary to a previouslyneal Award.

8. GENERAL PROVISIONS.

(a) Nothing set forth in this Plan shall preverg Board from adopting other or additional compensaarrangements. Neither the adoption of
the Plan or any Award hereunder shall confer upoRlayible Employee any right to continued employre

(b) No member of the Board or the Committee, ngralficer or employee of the Company acting on lilebiathe Board or the Committee,
shall be personally liable for any action, detemtion or interpretation taken or made with respe¢he Plan, and all members of the Boar
the Committee and all officers or employees orGoenpany acting on their behalf shall, to the exparmitted by law, be fully indemnified
and protected by the Company in respect of any aatibn, determination or interpretation.
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9. EFFECTIVE DATE.

The Plan shall be effective as of January 1, 2003.



EXHIBIT 10.83

NELNET, INC.
SHARE RETENTION POLICY

1. COVERED OFFICERS

This Nelnet, Inc. Share Retention Policy appliealt@f the officers of Nelnet, Inc. ("Nelnet") any of its direct or indirect subsidiaries who
are at or above the level of executive directoe (fiovered Officers").

2. SHARE RETENTION REQUIREMENTS

No Covered Officer may sell or dispose of a nundfeshares of Nelnet common stock in any calendar yreexcess of oi-third of the

number of shares of Nelnet common stock benefic@lined by the Covered Officer on the first daytaf calendar year. The share retention
requirements under this policy apply to Coveredd@fs during and following their employment by Netinprovided, however, that after five
years from the closing date of Nelnet's initial lbffering, Covered Officers will be free to sell otherwise dispose of all or any of th
shares of Nelnet common stock.

3. EXCEPTIONS
The following exceptions apply to the Share Retankolicy set forth above:

(a) Transfers to family members and family-ownetdrgships or other family-owned entities will riag prohibited, so long as such transfers
are effected only for estate planning purposestladransferee(s) agrees to comply with this SRa&tention Policy (treating the transferee(s)
as the transferring Covered Officer).

(b) Any Covered Officer may sell or otherwise disp@f up to $500,000 in value of shares of Neloatroon stock during any calendar ye
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(c) All restrictions under the Share Retention Bohall cease in the event of the death or regregrat normal retirement age of a Covered
Officer. For this purpose normal retirement age msesge 65
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ACKNOWLEDGEMENT AND AGREEMENT

| hereby acknowledge that | have read and undetstdas Nelnet, Inc. Share Retention Policy, andreby agree to be bound by such policy
both during my employment with Nelnet and followimy employment, in accordance with the terms s#h fabove.

Signature

Printed Name

Date



Exhibit 23.1

The Board of Directors
Nelnet, Inc.:

We consent to the use of our report dated Marcl2@Q3, except as to note 20, which is as of AufdsP003, and notes 7, 11 and 19, which
are as of November 10, 2003, in Pre-Effective Anmeeiot No. 5 to the registration statement on ForindsNelnet, Inc., with respect to the
consolidated balance sheets of Nelnet, Inc. andidialies as of December 31, 2002 and 2001, ancethted consolidated statements of
income, shareholders' equity, and cash flows foh ed the years in the thrgear period ended December 31, 2002, included mars to th
reference to our firm under the heading "Expemnghe registration statement.

/sl KPMG LLP

Li ncol n, Nebraska
Novenber 21, 2003
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