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April 24, 2006
Dear Shareholder:

On behalf of the Board of Directors, we are pleasadvite you to Nelnet, Inc.’s Annual Sharehoklévleeting on Thursday, May 25, 200¢
the Embassy Suites hotel, 1040 P Street, Lincosiyrékka at 8:30 a.m., Central Time. The notichefmeeting and proxy statement on the
following pages contain information about the negti

Your participation in the Annual Meeting is impartaWe hope that you will be able to attend the tmgeand encourage you to read the
enclosed materials. At the meeting, members o€itrapany’s management team will discuss the Compaegults of operations and
business plans and will be available to answer goestions. Regardless of whether you plan to @ttee urge you to vote your proxy aty
earliest convenience.

Thank you for your support of Nelnet, Inc.
Sincerely,
/sl Michael S. Dunlap

Michael S. Dunlap
Chairman of the Board of Directors and Co-Chief &nxeve Officer

Nelnet, Inc.
121 South 13" Street, Suite 201, Lincoln, Nebraska 68508

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON MAY 25, 2006

April 24, 200¢
TIME AND DATE 8:30 a.m., Central Time, on Thursday, May 25, 2006

PLACE Embassy Suites Hotel
1040 P Street
Lincoln, Nebraska 685C



ITEMS OF BUSINESS At the Annual Meeting, shareholders will be aske#dte on the following items:

(1) Elect the Board of Directors for a term of grear;
(2) Ratify the appointment of KPMG LLP as indepemidauditors for 2006;
(3) Approve the Company’s Employee Stock PurchaslPlan;
(4) Approve an amendment to the Company’s artioféscorporation to increase the number of autheatiz
shares of Class B common stock to allow for futoek splits; anc
(5) Other business if properly introduced.
RECORD DATE You can vote if you were a shareholder as of theebf business on March 27, 2006.

OTHER INFORMATION  Our 2005 Annual Report and annual report on ForaK1@hich are not part of the proxy soliciting miads,
are enclosec

PROXY VOTING The Board of Directors solicits your proxy and ag&a to vote your proxy at your earliest convenetwbe
sure your vote is received and counted. The BofRirectors encourages you to attend the meetimgenson.
Whether or not you plan to attend the meeting, skeyau to sign, date, and mail the enclosed prexy a
promptly as possible in order to make sure that ghares will be voted in accordance with your wésht the
meeting. A self-addressed, postage-paid returnlepeeas enclosed for your convenience. If you attdre
meeting, you may vote by proxy or you may revokeryaroxy and cast your vote in person. We recommend
you vote by proxy even if you plan to attend theetimgy.

By Order of the Board of Directors,
/s/ Edward P. Martinez

Edward P. Martinez
Corporate Secretary

Nelnet, Inc.
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PROXY STATEMENT
General Information

This Proxy Statement is furnished in connectiorhulite solicitation of proxies by the Board of Di@s of Nelnet, Inc. (the “Company”) for
the 2006 Annual Meeting of Shareholders (the “Anldieeting”) to be held on Thursday, May 25, 20063:80 a.m., Central Time, at the
Embassy Suites hotel, 1040 P Street, Lincoln, Nedar&8508. The Annual Meeting will be held for theposes set forth in the notice of s
Annual Meeting on the cover page hereof. The Coyigd2005 Annual Report and annual report on ForaK1(@either of which are part of
the proxy soliciting materials), this Proxy Statemend the form of Proxy are being mailed by tleen@any on or about April 24, 2006.
Giving the Board of Directors your proxy means i@ authorize representatives of the Board to yote shares at the Annual Meeting in
the manner you specify.

You may vote in person at the Annual Meeting or ymay vote by proxy. We recommend that you vote fmxyp even if you plan to attend t
Annual Meeting. If your ownership is recorded dilgcyou will receive a proxy card. Voting instrimbs are included on the proxy card. If
your share ownership is beneficial (that is, ydares are held in the name of a bank, broker,f@ratominee, referred to as being hel
“street name”), your broker will issue you a votingtruction form that you use to instruct them howote your shares. Your broker must
follow your voting instructions. Although most brerls and nominees offer mail, telephone, and Intesoking, availability and specific
procedures will depend on their voting arrangements

Your vote is important. For this reason, the Baafr@irectors is requesting that you permit your coom stock to be represented at the
Annual Meeting by the individuals named on the esetl proxy card. This Proxy Statement contains itapbinformation for you to consic
when deciding how to vote on the matters brougfdrieehe Annual Meeting. Please read it carefully.

VOTING



Who Can Vote

You may vote if you owned Nelnet, Inc. Class A coomstock, par value $0.01 per share, or Class Broaamstock, par value $0.01 per
share, as of the close of business on March 2% gbe “record date”). At the close of businessvarch 27, 2006, 40,412,941 and
13,942,954 shares of the Company’s Class A ands@ammon stock, respectively, were outstandirtyedigible to vote. The Class A
common stock is listed on the New York Stock Exgwrunder the symbol “NNI.” The Class B common ktismot listed on any exchange
or market. At the Annual Meeting, each Class A &tass B shareholder will be entitled to one anddi@(s), respectively, in person or by
proxy, for each share of common stock owned ofneteb the close of business on March 27, 2006.stbek transfer books of the Company
will not be closed. The Secretary of the Comparlymwake a complete record of the shareholdersledtib vote at the Annual Meeting
available for inspection by any shareholder fromyMa&, 2006 through the date of the Annual Meetinigseheadquarters in Lincoln, Nebra
at any time during usual business hours. Such dsowill also be available for inspection at the AahMeeting.

As a matter of policy, the Company keeps privat@mxies, ballots, and voting tabulations thatitify individual shareholders. Such
documents are available for examination only byaterepresentatives associated with processingyprards and tabulating the vote. No
vote of any shareholder is disclosed, except asheayecessary to meet legal requirements.

How You Vote
You have two voting options:
« By mail by completing, signing, dating, and retmgnithe enclosed proxy card; or

« By attending the Annual Meeting and voting yourrglsan person.

Even if you plan to attend the Annual Meeting, we@irage you to vote your shares by proxy. If yboase to attend the meeting, please
bring proof of identification for entrance to the@#ual Meeting.

If your Nelnet, Inc. shares are held in street nayoar broker will issue you a voting instructicor. If you want to vote Nelnet, Inc. shares
that you hold in street name at the Annual Meetyag, must request a legal proxy from your bankkérpor other nominee that is the record
holder of your shares and present that proxy aadfpf identification for entrance to the meeting.

What Items Require Your Vote
There are four proposals that will be presentegéarr consideration at the meeting:

« Electing nine directors for a term of one year;

Ratifying the appointment of KPMG LLP as the Comgarindependent auditors for 2006;
» Approving the Company’s Employee Stock PurchasenlRlan; and

« Approving an amendment to the Company’s articleaadrporation to increase the number of authorgteates of Class B common
stock to allow for future stock split

Each of the proposals has been submitted on beh#éilé Company’s Board of Directors.
How You Can Change Your Vote

A shareholder whose ownership is recorded dirdwly/the power to change or revoke a proxy pritinédinal vote at the Annual Meeting by
either giving written notice of revocation to therforate Secretary, submitting a new signed prexyg @ith a later date, or attending the
Annual Meeting and voting in person. However, yatiendance at the Annual Meeting will not autonzlycrevoke your proxy; you must
specifically revoke your proxy.

A shareholder whose shares are owned benefichaibugh a bank, broker, or other nominee must cotitat entity to change or revoke a
previously given proxy.

Quorum Needed To Hold the Meetinc



In order to conduct the Annual Meeting, a majodatyhe Company’s shares entitled to vote must lesgnt in person or by proxy. This is
called a quorum. If you return valid proxy instiiocis or vote in person at the Annual Meeting, yadlilve considered part of the quorum.
Abstentions and broker “non-votes” will be countedpresent and entitled to vote for purposes @rdehing a quorum. New York Stock
Exchange rules allow banks, brokers, and other nees to vote shares held by them for a customeraiters that the New York Stock
Exchange determines to be routine, even thoughahk, broker, or nominee has not received inswastfrom the customer. A broker “non-
vote” occurs when a bank, broker, or other nomhmenot received voting instructions from the cotoand the bank, broker, or nominee
cannot vote the shares because the matter is nsideved routine under New York Stock Exchangestule

Under New York Stock Exchange rules, the proposedraiment to the articles of incorporation to inseethe authorized number of share
Class B common stock and the proposed Employedk $roichase Loan Plan will not be considered torbatine” matters, and banks,
brokers, and other nominees who are members diefeYork Stock Exchange will not be permitted tdevehares held by them for a
customer on those proposals without instructioamfthe beneficial owner of the shares.

Counting Your Vote

If you provide specific voting instructions, yourases will be voted as instructed. If you hold glséin your name and sign and return a proxy
card without giving specific voting instructiongyyr shares will be voted as recommended by ourdofDirectors. If you hold your shares
in your name and do not return valid proxy insties or do not vote in person at the Annual Meetyimgyir shares will not be voted. If you
hold your shares in the name of a bank, brokeottogr nominee, and you do not give that nominegunson on how you want your shares

be voted, the nominee has the authority to vote ghares on the election of directors and ratificadf the appointment of KPMG LLP as
independent auditors. However, as previously dsedisthe nominee will not be permitted to vote yshares on the proposed amendment to
the articles of incorporation or on the EmployeecgtPurchase Loan Plan.

Giving the Board your proxy also means that younarize their representatives to vote on any othesiten presented at the Annual Meetin
such manner as they determine best. The Comparsyndénow of any other matters to be presentéideaf\nnual Meeting as of the date of
this Proxy Statement.

What Vote is Needed

Directors are elected by a plurality of the votastat the Annual Meeting. “Pluralityheans that the nominees receiving the largest nuaf
votes cast are elected as directors up to the meminumber of directors to be elected at the AnMeting. At our Annual Meeting, the
maximum number of directors to be elected is nSteares not voted, whether marked “WITHHOLD AUTHORITon your proxy card or
otherwise, will have no impact on the election ibédtors. Unless a properly executed proxy cardasked “WITHHOLD AUTHORITY” as
to any or all nominees, the proxy given will beedbtFOR” each of the nominees for director.

With respect to the election of directors, shardéd of the Company, or their proxy if one is apped, have cumulative voting rights under
the laws of the State of Nebraska. That is, shddehs, or their proxy, may vote their shares fomasy directors as are to be elected, or may
cumulate such shares and give one nominee as noé@y &s the number of directors to be elected plielti by the number of their shares, or
may distribute votes on the same principle amongasy nominees as they may desire. If a sharehdildres to vote cumulatively, he or
she must vote in person or give his or her specifiaulative voting instructions to the designateaky that the number of votes represented
by his or her shares are to be cast for one or aesignated nominees.

A majority of votes cast at the meeting is requit@dpprove Proposal 2 (ratifying the appointmdrKBMG LLP). Abstentions and broker
“non-votes” will not be counted as votes cast f@ proposal, however, they will be counted for pegs of determining whether there is a
quorum (as discussed previously). Accordingly, last@ntion or “non-vote” will have the effect of agative vote.

With respect to Proposal 3 (approval of the Empdo8eock Purchase Loan Plan), New York Stock Excbanlgs provide that approval of
Plan requires the affirmative vote of a majoritytled votes cast on the Plan, and that the totalsvcast represent
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over 50% in interest of all shares entitled to vaniethe Plan. Holders of shares of Class A comntimecksand holders of shares of Class B
common stock will vote together on the Plan asiglsiclass. Abstentions and broker non-votes araffiomative votes and thus will have
the same effect as a vote against approval of léoe P

With respect to Proposal 4 (the amendment to thegamy’s articles of incorporation to increase thenber of authorized shares of Class B
common stock to allow for future stock splits), yisions of the Nebraska Business Corporation Adtthe Company’s articles of
incorporation require that the amendment to thielagt of incorporation to increase the number dhatized shares of Class B common stock
be approved by the affirmative votes of the holdgra majority in voting power of the shares of €@ common stock and of the shares of
Class B common stock entitled to vote thereon, withholders of the shares of Class A common sdockthe holders of the shares of Class
B common stock voting as separate voting groupstextiions and broker n-votes are not affirmative votes and thus will hehves same



effect as a vote against the proposal.

Our Voting Recommendations

Our Board of Directors recommends that you vote:
* “FOR” each of our nominees to the Board of Direstor
* “FOR’ ratification of the appointment of KPMG LLB ®ur independent auditors;
« “FOR” approval of the Company’s Employee Stock Pase Loan Plan; and

* “FOR” approval of an amendment to the Company’glag of incorporation to increase the number dhatized shares of Class B
common stock to allow for future stock spli

A proxy, when executed and not revoked, will beedain accordance with the authorization contaihedetin. Unless a shareholder specifies
otherwise, all shares represented will be voteattordance with our Board of Directors’ recommeiohat

Voting Results

The preliminary voting results will be announcedhst Annual Meeting. The final voting results wi# published in our quarterly report on
Form 10-Q for the second quarter of fiscal year&200

Cost of This Proxy Solicitation

The Company will pay the cost of soliciting proxiexluding the preparation, assembly, and maitihghaterial. Directors, officers, and
regular employees of the Company may solicit prokig telephone, electronic communications, or pekoontact, for which they will not
receive any additional compensation in respectioh solicitations. The Company will also reimbulsekerage firms and others for all
reasonable expenses for forwarding proxy matetgateneficial owners of the Company’s stock.

CORPORATE PERFORMANCE

The Company’s 2005 Annual Report to shareholdedsaammual report on Form 10-K are included in thdingawith this Proxy Statement.
We encourage you to read these items carefully.

The following graph compares the change in the dative total shareholder return on the Companyas€IlA common stock to that of the
cumulative return of the Dow Jones U.S. Total Matkdex and the Dow Jones U.S. Financial Servindsex. The graph assumes that the
value of an investment in the Company’s Class Amam stock and each index was $100 on DecemberODB, @he date of the Company’s
initial public offering of its Class A common stgcland that all dividends, if applicable, were w&isted. The performance shown in the graph
represents past performance and should not bedsyasdi an indication of future performance.

3
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PROPOSAL 1 - ELECTION OF DIRECTORS

Nominees
Shareholders are asked to elect nine directorsri@ on the Board for a one-year term or untilrtbaccessors are elected or appointed.

Upon the recommendation of the Nominating and CarfgoGovernance Committee of the Board, the Boasdiominated each of the curr
directors for reelection.

The Board of Directors recommends that sharehold®#es FOR the election of each nominee (named Hdlmithe Board of Directors.
Proxies will be so voted unless shareholders spatlif withhold authority to vote for a nominee tiveir proxy card.

In the event that any nominee becomes unavailableléction for any reason, the shares represdaytgdoxy will be voted for any substitute
nominees designated by the Board, unless the pritkinolds authority to vote for all nominees. Thedgd of Directors knows of no reason
why any of the persons nominated to be directoghbie unable to serve if elected and each nontias@xpressed an intention to serve if
elected. There are no arrangements or understandetg/een any of the nominees and any other p@uasmant to which any of the
nominees was selected as a nominee.

Following are the names of the nine nominees teesas director, together with: their ages, the geaing which they were first elected a
director of the Company, their principal occupaf®rduring the past five years, and any other thrsbips they hold with publicly-held
companies (if applicable).

Name, Age, and
Service as a Director Principal Occupation(s) and Other Directorships




Michael S. Dunlap, 42
Director since
January 1996

Stephen F. Butterfield, 53
Director since
January 1996

James P. Abel, 55
Director since
August 2003

Don R. Bouc, 59
Director since
March 2000

Thomas E. Henning, 53
Director since
August 2003

Arturo R. Moreno, 59
Director since
August 2003

Brian J. O’Connor, 50
Director since
August 200z

Michael D. Reardon, 53
Director since
December 2003

James H. Van Horn, 53
Director since
March 2001

Chairman and Co-Chief Executive Officer, Nelnet, Irt.

» Chairman and Co-Chief Executive Officer, Nelret., August 2003 — present; President and
sole Chief Executive Officer, December 2001 — ¥stg?003; Chairman of the Company’s
predecessor in interest, January 1996 — Decefflixr

* President and Director, Farmers & Merchants Itnaest Inc. (“F&M”), the parent of
Union Bank and Trust Company (“Union Bank”), Jaru1995 — present (F&M is an
affiliate of the Company)

» Non-Executive Chairman, Union Bank, August 200&esent; Chief Executive Officer,
January 2001 — August 2003; Executive Vice Peggidlanuary 1993 — January 2001
(Union Bank is an affiliate of the Compar

Vice-Chairman and Co-Chief Executive Officer, Nelng Inc.

» Co-Chief Executive Officer, Nelnet, Inc., Augfi03 — present; Vice-Chairman,
March 2000 — present; Vice-Chairman of the Comgfsapredecessor in interest,
January 1996 — March 2000

* President, Student Loan Acquisition Authority ofiZama, January 19& February 200!

Chief Executive Officer, NEBCO, Inc.

« Chief Executive Officer, NEBCO, Inc., a companighninterests in the manufacture of
building materials, construction, insurance, mipirailroading, farming, and real estate,
2004 — present; President and Chief Executivie@{f1983 — 2004

« Director, UNIFI Mutual Holding Company, Ameritatolding Company,

Ameritas Life Insurance Corp., and AMAL Corpooat

President Emeritus, Nelnet, Inc.
* President Emeritus, Nelnet, Inc., January 20@8esent; President, March 2000 — January 2005
* President, National Education Loan Network, lacsubsidiary of Nelnet, Inc.,

May 1997- March 2001

President and Chief Executive Officer, Assurity Sagrity Group, Inc. and its subsidiaries,
Security Financial Life Insurance Company and Assdity Life Insurance Company
* President and Chief Executive Officer, AssurigcBrity Group, Inc. and its subsidiaries,
Security Financial Life Insurance Company anduiisg Life Insurance Company,
1990 — present
* Director, Pine Lake Advisors, a subsidiary of Ségufinancial Life Insurance Compal

Chief Executive Officer, Angels Baseball LP

« Chief Executive Officer, Angels Baseball LP, @ap management company, May 2003 —
present

* President, Chief Operating Officer, and Direc@utdoor Systems, Inc., an outdoor advertising
organization, 198- 1999

Senior Vice-President, Hutchinson, Shockey, Erley &o.
« Senior Vice-President, Hutchinson, Shockey, E&&90., which underwrites and trades
securities for various local governments, 1- presen

Chairman, HyperFlo LLC

Chief Executive Officer, Provision Communications] LC

» Chairman, HyperFlo, LLC, a manufacturer of prigiscleaning equipment, 1997 — present

« Chief Executive Officer, Provision CommunicatiphtC, a telecommunications company,
January 200- presen

President and Chief Executive Officer, InTuition Dezelopment Holdings, LLC

* President and Chief Executive Officer, InTuitibevelopment Holdings, LLC, a records
administration company, June 2003 — present (tioruDevelopment Holdings, LLC is not
affiliated with Nelnet, Inc.)

» Executive Director, Nelnet, Inc., October 200Rlay 2003; Senior Vice-President, March 2000 —
October 2002

* President, InTuition, Inc., 19 May 2003 (Nelnet, Inc. purchased InTuition, IncJime 2000



CORPORATE GOVERNANCE
Code of Business Conduct and Ethics for Director®fficers, and Employees

The Company has a written code of business corahetethics. The Company’s existing code of condppties to all of the Company’s
directors, officers, and employees, including tlmempany’s Co-Chief Executive Officers and Chief Fidial Officer, and is designed to
promote ethical and legal conduct. Among other #etine guidelines address the ethical handlingtfah or potential conflicts of interest,
compliance with laws, accurate financial reportiagg procedures for promoting compliance with, @pbrting violations of, the code. This
code is available on the Company’s Web site at wwglmetinvestors.netnder “Corporate Governance.”

Board Composition and Director Independence

The Board of Directors is composed of a majoritynofependent directors as defined by the ruleh®New York Stock Exchange. A direc
does not qualify as an independent Director urtles8oard has determined pursuant to applicabkd kgl regulatory requirements that such
Director has no material relationship with the Camyp (either directly or as a partner, sharehololeofficer of an organization that has a
relationship with the Company). The Nominating &uafporate Governance Committee reviews compliarittethhe definition of
“independent” Director annually.

In 2005, the Board evaluated commercial, consultthgritable, familial, and other relationshipshwétach of its directors and entities with
respect to which they are an executive officerfrigar member, and/or significant shareholder. As githis evaluation, the Board noted that
none of the Directors received any consulting, salyi, or other compensatory fees from the Compathe( than for services as a Director

is a partner, member, or principal of an entityt r@vided accounting, consulting, legal, investi@mking, financial, or other advisory
services to the Company. Based on this independerneav and evaluation, and on other facts andigistances the Board deemed relevant,
the Board, in its business judgment, determinetidhaf the Company’s directors and nominees adependent, with the exception of
Messrs. Dunlap, Butterfield, and Bouc, who areattent employees of the Company, and Mr. Van Hehg is a former employee of the
Company. Mr. Van Horn has not been employed byCihmpany since May 15, 2003. The Board has deterhitrag Mr. Van Horn will be
considered an independent director, as definetidyules of the New York Stock Exchange, upon #teration of the three-year
employment “cooling off” period under New York SkoExchange rules on May 15, 2006.

Our independent directors are responsible for vémig and approving all new transactions, and anterra amendments or modifications to
existing transactions, between the Company andriJRank or any other affiliated party. See “CERTARELATIONSHIPS AND
RELATED TRANSACTIONS.”

Governance Guidelines of the Board

The Board’s governance is guided by the Compangip@ate Governance Guidelines. The Board's cugaittelines are available at the
Company’s Web site at www.nelnetinvestorsumeder “Corporate Governance.” Among other mattées guidelines include the following:

« A majority of the members of the Board must be petalent directors.

All directors stand for re-election every year.

The Board undertakes an annual self-review.

The Board and each Board Committee has the authoréngage independent or outside counsel, acaotstor other advisors, as it
determines to be necessary or appropriate. Alteélfees and costs of such advisors are paid b§ dhepany

« Board members have open communication with all nembf management and counsel.

Non-Employee Directors meet in executive session,mitlthe presence of management. Mr. Reardon, wélgaisman of the
Nominating and Corporate Governance Committeejgesat these executive sessions. Anyone who hraeooabout the Compal
may communicate that concern directly to these Hoployee Directors. Such communication may be rddadethe Corporate
Secretary at 121 South T3treet, Suite 201, Lincoln, Nebraska 68508. Allsoommunications will be forwarded to the apprajeria
Non-Employee Directors for their review. The N&mployee Directors may take any action deemed @piatte or necessary, includi
the retention of independent or outside counsebwattants, or other advisors, with respect to army Eommunication addressed to
them. No adverse action will be taken against adwidual making any such communication to the -Employee Directors

Board Committees

The Board uses committees to assist it in the padace of its duties. The standing committees @Bbard are the Audit Committee,
Compensation Committee, Nominating and Corporatee@mnce Committee, and Executive Committee. Eaointttee, other than the
Executive Committee, is composed entirely of inagemt directors. The purposes of the Audit Commjt@ompensation Committee, and
Nominating and Corporate Governance committee lagid turrent members are set forth bel



Audit Committe- The Audit Committee operates pursuant to a fonmraten charter, approved by the Board, which $atdh the committees’
functions and responsibilities. The Audit Commit@earter is posted on the Company’s Web site at vmelnetinvestors.nemnder
“Corporate Governance” - “Committees.”

The Audit Committee is composed of Messrs. Henrigonnor, and Reardon. The Committee held 11 mgetin 2005. Each member of
the Audit Committee is (1) “independent” in accarda with the rules and regulations of the New Y8tck Exchange and the rules and
regulations of the Securities and Exchange Comomisaind (2) sufficiently financially literate to dsla him to discharge the responsibilitie:
an Audit Committee member. Mr. Henning has accogndind related financial management expertise anas as the committee’s “audit
committee financial expert,” as defined in the agglle rules and regulations of the SecuritiesExchange Commission.

The Audit Committee provides assistance to the @o&Directors in its oversight of the integrity thke Company’s financial statements, the
Company’s system of internal controls, the Compsmigk management, the qualifications and indepecelef the Company’s independent
auditor, the performance of the Company’s inteamal independent auditors, and the Company’s congaiavith other regulatory and legal
requirements. The Audit Committee discusses withagament and the independent auditor the Company'sal audited financial
statements, including the Company’s disclosuresenuadier “Management’s Discussion and Analysis néRcial Condition and Results of
Operations” in its filings with the Securities aBdchange Commission, and recommends to the Bodbirettors whether such audited
financial statements should be included in the Camg{s annual report on Form 10-K. The Audit Comegtalso selects the independent
auditors for the next year and presents such $etetct the shareholders for ratification.

Compensation Committe€@he Compensation Committee operates pursuantdnel written charter, approved by the Board, varsets
forth the committee’s functions and responsibiitiEhe Compensation Committee Charter is postadle@@ompany’s Web site at
www.nelnetinvestors.neinder “Corporate Governance” - “Committees.”

The Compensation Committee is composed of Mesdrsl, Moreno, and Reardon. The Committee held fieetings in 2005. The members
of the Compensation Committee are (1) “independastietermined in accordance with the rules andaggns of the New York Stock
Exchange, (2) “Non-Employee Directors” as definedRule 16b-3 promulgated under Section 16 of thmufges Exchange Act of 1934, and
(3) “Outside Directors” within the meaning of Sectil62(m) of the Internal Revenue Code of 1986. Chmpensation Committee oversees
the Company’s compensation and benefit policiee. Chmpany’s compensation policies are designedtivitlyoal of maximizing
shareholder value over the long term. The Compmms&ommittee believes that this goal is best redliby utilizing a compensation progr
which serves to attract and retain superior exeeutlent by providing management with performabased incentives and closely aligning
the financial interests of management with thostnefCompany’s shareholders. The Company’s comgiengarogram combines two
components: base salary and performance paymdradeVel of compensation is based on numerousriadteluding achievement of resu
and financial objectives established by the Comatémis Committee and the Board of Directors. Satargt performance payments are
reviewed regularly for competitiveness and arerddteed in large part by reference to compensatwerls for comparable positions at
comparable companies.

Nominating and Corporate Governance Commi-The Nominating and Corporate Governance Commitpegates pursuant to a formal
written charter, approved by the Board, which $atih the committee’s functions and responsibiti€he Nominating and Corporate
Governance Committee Charter is posted on the Coy'pilVeb site at www.nelnetinvestors.metder “Corporate Governance” -
“Committees.”

The Nominating and Corporate Governance Committeeinposed of Messrs. Henning, O’Connor, and Reaflee Committee held five
meetings in 2005. The members of the Nominating@mgborate Governance Committee are “independendeéermined in accordance with
the rules and regulations of the New York Stockhzage. The Nominating and Corporate Governance Giesnis responsible for
identifying and recommending qualified nomineese¢ove on the Company’s Board of Directors, ideiridymembers of the Board to serve
on each Board committee, overseeing the evaluatidhe Board of itself and its committees, identifyindividuals to serve as officers of t
Company and recommending such individuals to thar@®cas well as developing and overseeing the Coypinternal corporate
governance processes. The Company’s Corporate @ves Guidelines establish criteria for specifialgies and skills to be considered by
the Nominating and Corporate Governance Commitegeaessary for the Compasylirectors to possess. This criteria includes,rajradhe!
items, independence, diversity, integrity, underdiiag the Companyg’ corporate philosophy, valid business or profesdiknowledge, prove
record of accomplishment with excellent organizaicability to challenge and stimulate managenaemd, willingness to commit time and
energy. The Nominating and Corporate Governancerfiitiee has been given the responsibility to takesalsonable steps to identify and
evaluate nominees for director and has adoptedi@/pequiring it to consider written proposals fiirector nominees received from
shareholders of the Company. No such proposals reeegved during 2005 from a beneficial owner ofrenthan 5% of Nelnet's stock (other
than current management). There is no differen¢kamanner in which the committee evaluates diremdminees based on whether the
nominee is recommended by a shareholder. All ohthmainees identified in the Company’s proxy carel @p for re-election and have been
recommended by the Committee.

When seeking candidates for director, the Nomigasind Corporate Governance Committee solicits stgmes from incumbent directors,
management, shareholders, and others. The Comréteauthority under its charter to retain a sefinchfor this purpose. If the Committee
believes a candidate would be a valuable additcdhé Board of Directors, it recommends his orderdidacy to the full Board of Directol



The Company’s By-Laws include provisions settingtdhe specific conditions under which persons fmayominated by shareholders as
directors at an annual meeting of shareholders pftnsions include the condition that nominee jpsals from shareholders must be in
writing and that shareholders comply with the tifreene requirements described under “OTHER SHAREHEBRIMATTERS - Shareholder
Proposals for 2007 Annual Meeting” for shareholal@posals not included in the Company’s Proxy $tet#. A copy of such provisions is
available upon written request to: Nelnet, Inc] Bbuth 13h Street, Suite 201, Lincoln, Nebraska 68508, At@mtiCorporate Secretary. The
Corporate By-Laws are also posted on the Compafigh site at www.nelnetinvestors.netder “Corporate Governance” - “Corporate
Documents.”

Executive Committe- The Executive Committee is composed of Messrs. &urButterfield, Bouc, and @onnor. The Executive Committi
established by the Board of Directors, exercisksfahe powers of the full Board in the managenmithe business and affairs of the
Company, subject only to limitations as the Bodr®ioectors may impose from time to time, or asited by applicable law. There were no
meetings of the Executive Committee in 2005.

Meetings of the Board

The Board of Directors held five meetings in 2086 .directors attended at least 75% of the meetiofighe Board and committees on which
they serve, except for Mr. Moreno, who was not abldo so due to business and other conflicts.

Compensation of Directors

Non-Employee Directors receive an annual retaine5@@00. The Company also pays an additional ametaiher of $10,000 to those Non-
Employee Directors who serve on each of the Audin@ittee, the Compensation Committee, the Nomigadimd Corporate Governance
Committee, or the Executive Committee, as appleaBéginning in 2006, the chairman of the Audit Qaittee will be paid an additional
$10,000 annual retainer fee. NEmployee Directors also earn a fee of $1,000 fohéoard meeting attended and $1,000 for each ctige
meeting attended. Directors who are employeeseo€ibmpany do not receive any consideration foiigpation in Board meetings or
committee meetings.

Prior to the Company’s December 2003 initial publifering of its Class A common stock, the Boardafectors adopted, and the
shareholders approved, a share-based compensktiofopNon-Employee Directors pursuant to whiclmNemployee Directors can elect to
receive their annual retainer fees in the formasftcor the Company’s Class A common stock. Up 60D shares may be issued under the
plan, subject to antidilution adjustments in thergwf certain changes in the Company’s capitacstre. If a Non-Employee Director elects
to receive Class A common stock, the number ofeshaf Class A common stock that will be awarded mélequal to the amount of the
annual retainer fee otherwise payable in cash éd/iay 85% of the fair market value of a share @s8IA common stock on the date the fe
payable. Non-Employee Directors who choose to vec€lass A common stock may also elect to deferiptof the Class A common stock
until termination of their service on the Boardifectors. Any dividends paid in respect of defdrshares during the deferral period will &
be deferred in the form of additional shares arid pat at termination from the Board of Directofer 2005, each of the Non-Employee
Directors elected to receive their annual retafees in the form of the Company’s Class A commaolsper the provisions of this plan.

This plan may be amended or terminated by the BofRirectors at any time, but no amendment or teation will adversely affect a Non-
Employee Director’s rights with respect to previguieferred shares without the consent of the Nompleyee Director.

EXECUTIVE OFFICERS

Under the Company’s By-Laws, each executive offfeads office for a term of one year or until theirccessor is elected and qualified. The
executive officers of the Company are elected leyBbard of Directors at its annual meeting immeayafollowing the annual meeting of
shareholders.

The following sets forth the executive officerstioé Company, their names, their ages, their positwith the Company, and if different, their
business experience during the last five years.

See “PROPOSAL 1-ELECTION OF DIRECTORS-Nominees"dargraphical information regarding Messrs. Durdayl Butterfield.

Name and Age Position and Business Experience

David A. Bottegal, 49 « Chief Executive Officer, Nelnet Education Sergica division of Nelnet, Inc., January 200preser
« Executive Director, Nelnet, Inc., October 200@resent; Chief Marketing Officer, October 2002 —
January 2006
« Senior Vice President, National Education Loamviek, Inc., a subsidiary of Nelnet, Inc.,
September 2001 — October 2002
* Vice President of Sales and Marketing, Sallie Mae,, 1998- 2001



Name and Age Position and Business Experience

Raymond J. Ciarvella, 49 » Executive Director and Chief Technology OfficHelnet, Inc., May 2003 — present; Executive
Director, March 200- May 2003; Chief Operating Officer, September 1- March 200C

Todd M. Eicher, 36 » Chief Mergers and Acquisitions Officer, Nelnkt;., May 2005 — present; Executive Director,
May 2003- present; Senior Vice President, July 1- May 2003

Matthew D. Hall, 46 » Chief Operating Officer, Nelnet Education Seedgca division of Nelnet, Inc., January 200@reser
» Executive Director, Nelnet, Inc., October 200@resent
 Senior Vice President, National Education Loatwork, Inc., a subsidiary of Nelnet, Inc.,
1992- October 200:

Terry J. Heimes, 41 » Executive Director and Chief Financial Officéelnet, Inc., March 2001 — present
» Executive Vice President, National Educationh.d&etwork, Inc., a subsidiary of Nelnet, Inc.,
March 2003} October 2002; Vice President of Finance, Octob@&8— March 2001

Edward P. Martinez, 52 » Executive Director, Chief Legal Officer, and @orate Secretary, Nelnet, Inc.,
August 200%- present; General Counsel, April 19- presen

Jeffrey R. Noordhoek, 40  President, Nelnet, Inc., January 2006 - predexdrutive Director and Capital Markets Officer,
October 2002 — January 2006; Vice Presidentjalgml996 — March 2001
» Senior Vice President, National Education Loawork, Inc., a subsidiary of Nelnet, Inc.,
March 200+ October 200:

Evan J. Roth, 44 » Executive Director and Chief Learning OfficerelNet, Inc., October 2005 — present; Managing
Director of Organizational Development, OctoB804 — October 2005; Managing Director of
Loan Services, April 2003 — October 2004
» Controller, Latin America, JD Edwards, an ingianal software company,
June 2001 — April 2003
» General Manager and Chief Financial Officer, ASGafari Solutions, an international business
intelligence software and services provider, #¥atgl994- June 200:

Cheryl E. Watson, 45 » Executive Director and Chief Communications €dfi Nelnet, Inc., September 2004 — present;
Executive Director, October 2002 — September200
» Executive Vice President, National Educationh.d&etwork, Inc., a subsidiary of Nelnet, Inc.,
April 2002 — October 2002
* Vice President and Treasurer, Sallie Mae, lAagust 2000 — June 2001
» President and Chief Financial Officer, USA Gr&gxondary Market Services, Inc.,
January 200- June 2001; various manager and officer positiorsy ¥888- December 200

EXECUTIVE COMPENSATION
Summary Compensation Table

The following table sets forth summary informatietating to the fiscal years ended December 31529004, and 2003, with respect to the
compensation paid and bonuses granted for semécelered to the Company’s Co-Chief Executive Offices well as each of the Company’s
other four most highly compensated executive offickiring the year ended December 31, 2005 (colidgt the “Named Executive
Officers”). Salaries and bonuses are paid at thereiion of the Board of Directors.

Annual compensation (a)

All other
compensatior
Name and principal position Year Salary (%) Bonus ($) (b) Other ($) (c) ($) (d)




Michael S. Dunlaj 200t 500,55¢ 1,142,30! — 8,94(

Cao-Chief Executive Office 200¢ 323,45((e) 733,83: 17,681 8,89(
200¢ 713,46 297,26: 101,09: 8,192

Stephen F. Butterfiel 200t 500,55¢ 1,142,30! — 8,94(
Co-Chief Executive Office 2004 1,000,03! 733,83: 32,77¢ 8,89(
200¢ 713,46: 388,99 9,35¢ 8,192

Terry J. Heime: 200t 300,55: 192,00( — 8,94(
Executive Director an 200¢ 242,66t 327,80( — 8,82¢
Chief Financial Officel 200z 220,00( 550,00((f) — 8,36(
David A. Bottega 200¢ 255,19: 192,00( — 8,94(
Executive Director an 200¢ 232,03 352,80( — 8,82¢
Chief Executive Officer o 200¢ 220,00( 142,00( — 8,57¢

Nelnet Education Service
a division of Nelnet, Inc

Jeffery R. Noordhoe 200t 230,61¢ 192,00( — 8,931
Presiden 200¢ 213,68: 352,80( — 8,74¢
200z 190,00( 142,00( — 8,36(

Matthew D. Hall 200¢ 229,92¢ 192,00( — 8,931
Executive Director an 200¢ 228,44. 352,80( — 8,744
Chief Operating Officer ¢ 200z 190,00( 142,00( — 8,36(

Nelnet Education Service
a division of Nelnet, Inc

(a) Executive officers may receive perquisites and geakbenefits, the dollar amounts of which are Wwetarrent Securities and Exchange
Commission thresholds for reporting requireme

(b) Amounts represent bonuses paid in 2006, 2005, @64 r services rendered during the 2005, 2004 28093 calendar years,
respectively

() Amounts represent personal use of Company aircraft.

(d) Amounts represent matching contributions undeGbmpany’s 401(k) plan and premiums on life insueariauring 2005, 2004, and
2003, all Named Executive Officers received $8,48)200, and $8,000, respectively, in matching Kpdgntributions

(e) Mr. Dunlap requested that $700,000 of his 2004 @ighd base salary of $1,000,000 be distributezkttain senior management
individuals for exemplary performance during 20

() Amount includes a bonus of $408,000 paid to Mr.nkks in August 2003 in connection with the termimaif a consulting agreement.
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Stock Option, SAR, Long-Term Incentive, and DefinedBenefit Plans
The Company does not have any stock option, SAR}-term incentive, or defined benefit plans cowgiils Named Executive Officers.
Compensation Committee Interlocks and Insider Parttipation

The current members of the Company’s Compensat@nrittee are Messrs. Abel, Moreno, and Reardone mémvhom is, or has been, an
officer or employee of the Company.

REPORT OF THE BOARD COMPENSATION COMMITTEE



Compensation Committee Governance

The Compensation Committee of the Board of Direx(thre “Committee”) is comprised solely of non-eoyde independent Board members.
The Committee reviews all aspects of compensatiothie Co-Chief Executive Officers (the “Co-CEQat)d the other executive officers of
the Company, including the Named Executive Offictsforth in this proxy statement, and determanred administers their compensation,
subject to approval by the entire Board in the @dighe Co-CEOSs’ compensation. The Committee opsrahder a written charter adopted by
the Board.

Executive Compensation Policies

It is the Company’s policy, as approved by the Cadttem, to have compensation plans and practicdgras for a performance based
organization, and that align the interests of tkecative officers with the shareholders. Accordingin objective of the Committee is to aw
compensation that is based on Company and indivmkréormance, and that is designed to motivateexecutive officers to achieve strate
business objectives and to continue to performgdt levels in the future. The annual and long-tperformance measures used by the
Committee in reviewing executive compensation idelthe levels of the Company’s consolidated nedrime under generally accepted
accounting principles (“GAAP”), consolidated basedme before income taxes (“Base Income”, whiadoisputed as consolidated net
income before income taxes under GAAP, excludimiydtéve market value adjustments, amortizatiointdngible assets, and variable-rate
floor income), operating results of the Companyladiog certain special allowance yield adjustmemtd related hedging activity on the
Company’s portfolio of student loans earning a mimin special allowance payment of 9.5% (the “speadlaivance yield adjustment”),
growth in the Company’s student loan assets aminations, diversification and growth of other faeome, development of strategic
relationships to facilitate the Company’s contingeowth, student loan customer service satisfaiomey results, associate engagement
measures, and related individual and businessialivand unit performance factors. It is the Comaaits policy that all of the Company’s
compensation plans and practices must comply wliipalicable laws, rules, and regulations.

The Company also strives to provide an environrtteattwill attract, motivate, and retain executiféoers that provide the Company
leadership, industry success, and performancetsegucordingly, another objective of the Commitieéo provide base salaries that are
competitive with base salaries for comparable po®tin appropriate peer group companies in thekaetplace, employee benefit programs
that are also comparable with the programs provijedmployers in the same competitive marketpland,the opportunity for outstanding
performers to earn additional compensation thraughy for performance bonus program.

As part of these policies, each year the Commidiesxts the Company to prepare a compensationguplyy and strategy statement for the
compensation of executive officers, and a propes@tutive compensation framework for the year. Wasgablishing the proposed
compensation framework, a goal of the Company hadCbmmittee is to offer a total compensation pidéthat will attract, motivate, and
retain executives critical to the Company’s longrtesuccess and the creation of shareholder vahaktheat is competitive with compensation
offered at companies that may compete with the Gmyfor executive talent. The peer group used byabmpany and the Committee for
compensation comparison and analysis purposedieglcompanies with workforce size, revenues, gsaetsmarket value within a range
above and below the Company’s levels. The peengioteviewed periodically and changes are madgpgopriate to reflect changes in the
industry. The Company believes that the compahiaswould be included in a published industry inftexcomparing total shareholder value
are not necessarily all of the direct competitoith wthe Company for executive talent. Thereforermggroups for purposes of compensation
analysis will not directly correspond to the brdiatiof entities that make up the indices refledtethe stock performance comparison graph
under the caption “CORPORATE PERFORMANCE" in thisxy statement.

The Committee also requires the Company to congidecompensation levels of senior managementmwitte Company in order to provide
appropriate context for making compensation dengset executive levels. As part of this process Gbmpany is directed to maintain inte
pay equity within the Company by maintaining edpii¢éarelationships between each management levelregipect to all components of
compensation, both individually and in the aggregpaid to individuals within such management Isvel

The Company’s proposed compensation frameworkh®ear is reviewed and approved by the Committeéh,any modifications that the
Committee deems to be appropriate, after discusdigrihe Committee over several meetings. To eriadependence and candid
discussions, the Committee meets in executive@essiithout management to review and approve thgeasation
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framework. As part of this process, the Commitmaaws the Company’s goals and financial objectietsted to base salaries and incentive
compensation, and discusses each of the Co-CE@iiddoal performance in reviewing and approving thi&al compensation potential for
each Co-CEO for the year. The Committee also coatds with the Board to monitor the performancthefCo-CEOs throughout the year to
ensure that compensation being provided meetsetiermance incentive intent of the compensatioméwaork.

The Committee has the authority to engage compiensadnsultants as the Committee deems necessatyn 2004 the Committee engaged
Towers Perrin to provide outside data, analysid,iasights to assist the Committee in determinipgrapriate compensation levels for the
Compan’s executive officers. As part of its ongoing reviefithe effectiveness and competitiveness of thea@my s compensatio



structure, the Committee intends to re-engage T®Werrin or a comparable compensation consultaatregular basis.
Components of Executive Compensation

Compensation paid to the executive officers for2200nsisted of base salaries and performance hgaymsents. The performance bonus
payment for an executive officer is based on them@any’s and the individual's performance, includiegels of the Company’s consolidated
net income under GAAP, Base Income, operating tesuicluding the special allowance yield adjustmegrdawth in the Company’s student
loan assets and originations, diversification armivgh of other fee income, development of strategiationships to facilitate the Company’s
continued growth, student loan customer servidefaation survey results, associate engagementuresgsand related individual and
business division and unit performance factors. Chmpany does not currently have a stock option plaereby executive officers may be
granted options to purchase the Company’s stodkhdsia Restricted Stock Plan under which execufifigers may be issued shares and in
2005 adopted Share Ownership Guidelines for manageemployees at certain levels as discussed below.

Base Salarie:

Base salaries for the Company’s executives aredbgsen an evaluation of individual responsibilitfghe executives, market comparisons
from compensation surveys, and an assessment lofregividual’s performance. Base salaries are galyeset so that they are within a
median range of the compensation survey resulthatelps the Company to attract and retain tatbatecutives. Changes in base salaries
of executive officers depend on projected changelse external market as well as individual conttidins to the Compang’performance. A
base salaries are paid in cash.

Performance Bonus Paymen

The Company has an Executive Officers Bonus PlathidCo-CEQOs. Under this plan, bonus compens#&ioR005 was available to each of
the Co-CEOs in the amount of 0.60% of the CompaBg'se Income for the year. Bonus payments undeipthn for a particular year are
made subsequent to year-end after the Companyimearfor the year have been finalized and annaliteéhe public.

The executive officers other than the Co-CEQOs hgéibte for performance bonus payments under agritige plan arrangement which is
generally based upon a formula that increasesdtenpal payment amount as the Company’s Base Iedanreases. In addition to financial
results, each executive’s individual performanceoissidered in order to determine the final amatfiterformance payment earned. Under
this program, a significant portion of executiverqgensation is at risk and tied to both individuad £ompany performance. Performance
bonus payments are paid in cash, or, at the eleofithe executive, all or a portion of an equindlealue in shares of the Company’s Class A
common stock issued under the Company'’s Restristeck Plan. The Named Executive Officers (othenttiee Co-CEOs) have 30% of their
bonus paid in such shares, unless they elect oigerw

Share Ownership Guideline

The Committee believes that executive officers &hbave a significant equity interest in the Compdn order to promote equity ownership
and further align the interests of management thighCompany’s shareholders, in 2005 the Commiteemmended and the Board adopted
Share Ownership Guidelines for management emplogteeartain levels. Under these guidelines, eaclCE® is encouraged to own shares
of the Company’s common stock with a value of fimees their annual salary, and each executive&ffe encouraged to own shares of the
Company’s common stock with a value of three tithed annual salary.

2005 Review of Executive Compensation

For 2005, the Committee reviewed and discussedsexerral meetings the executive compensation framefor the Co-CEOs and other
executive officers in view of their responsibilgieobjectives, and performance. The compensatimdwork was reviewed with a view
towards ensuring that all positions were beingtégaonsistently and equitably across the Compaitly,a goal of setting the base salaries
the Co-CEOs and other executive officers at leskdhtly lower than those at peer companies antbpeance-based incentive compensation
at slightly higher levels, with overall compensatat appropriate levels. Upon a review of the Camyfsaand each individual's performance
for 2005, the Committee concluded that the compems&amework for 2005 was reasonable and appatgri
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The Company’s Base Income before incentive for 2085 $214.2 million. Under the 2005 incentive pdarangement for employees other
than the Co-CEOs, for Base Income before incentpvéo $100 million, the Company contributed fiveqant of each dollar earned to an
incentive compensation pool for allocation andribstion among employees of the Company. For Baserhe before incentive over $100
million, ten percent of each dollar earned wasal@e to the pool. For Base Income before incergirer $200 million, 15 percent of each
dollar earned was directed to the pool. The inweriool was allocated and distributed among emglsyiacluding the Named Executive
Officers (other than the Co-CEOSs), based on catsuich as the amount of student loan assets pdoyemnd on the particular individual’s
performance during 200



2005 Compensation for the Co-CEQOs

The Committee annually reviews and recommendsed@tiard approval of the compensation of Michadd@lap and Stephen F. Butterfie
the Co-CEOs. The Co-CEOs’ total compensation fraamkvior 2005, including their base salaries, perfance bonus payments, and other
compensation as discussed below, reflected sedis@issions by the Committee regarding financidl ather performance measures by the
Company for 2005, and the overall leadership predidy the Co-CEOs to facilitate the attainmenhef Company’s objectives for 2005.
Such performance measures for 2005 included thetgrim the Company’s earnings, Base Income exclythie special allowance yield
adjustment, and student loan assets, reflecting ibtgrnal and acquired growth, and the completibseveral significant strategic business
and asset acquisitions in 2005 which diversifiel@ompany’s revenue channels and asset gener&gams and expanded the Company’s
education services and finance and related veititagration market opportunities.

As leaders of the Company, Messrs. Dunlap and Bietie: are focused on creating long-term succes#ii® Company, and as significant
shareholders their personal wealth is alreadydiezttly to the continued long-term growth in ther@any’s value. Accordingly, the
Company’s compensation programs for the Co-CEQsoddave an equity component. The Company has & $tetention Policy that
prohibits its executive officers from selling ohetwise disposing of a number of shares of the Gmys common stock in any calendar year
in excess of one-third of the number of sharehefstock beneficially owned by the executive offige the first day of the calendar year,
provided that an executive officer may sell or otfise dispose of up to $5 million in value of stgoé the stock during any calendar year,
and following five years after the Company’s irli@blic offering in December 2003 an executivaasf will be free to sell or otherwise
dispose of all of his or her shares.

Base Salarie:

For 2005, the annual base salaries for Messrs.dpuanid Butterfield were $500,000 each. The baseisalof Messrs. Dunlap and Butterfield
represent comparable salaries for chief execufifieeos of peer group public companies of the Conyasize. The base salaries also reflect
the years of experience of Messrs. Dunlap and Bigilg in the Company’s industry and their positias significant shareholders of the
Company. Since the long-term financial incentivEMessrs. Dunlap and Butterfield are already ti@their significant equity investment in
the Company, their base salaries are not targetegceed the median for peer companies.

Performance Bonus Paymen

For 2005, Messrs. Dunlap and Butterfield were bBlgto receive annual performance incentive bormysnents under the Executive Officers
Bonus Plan in the amount of 0.60% of the CompaBgse Income for the year. Based on the Companyss Become for 2005 of $197.0
million, Messrs. Dunlap and Butterfield earned urttie Executive Officers Bonus Plan a performarmeuls of $1,181,781 each. Messrs.
Dunlap and Butterfield elected to have $39,481 femmh of their bonuses distributed to certain egg#s, and thus Messrs. Dunlap and
Butterfield received performance bonus paymentlof42,300 each. The bonus payments to Messrsapuamid Butterfield were made in
cash.

Other Compensation

The Company owns a controlling interest in an afitadue to the frequent business travel needs @xécutives and the limited availability of
commercial flights in Lincoln, Nebraska, where @mpany’s headquarters are located. Union FinaS@&alices, Inc., which is owned by
Messrs. Dunlap and Butterfield, also owns an isteirethe same aircraft. In prior years the Complaay allowed Messrs. Dunlap and
Butterfield to utilize its interest in the aircrdftr personal travel when it is not required fosimess travel. The value of the personal use of the
aircraft is computed based on the Company’s agtgegaremental costs, which include variable opegatosts such as fuel costs, mileage
costs, trip-related maintenance and hangar castspard catering, landing/ramp fees, and other nmaoebus variable costs. In 2005, Mes
Dunlap and Butterfield did not receive any persdralel benefits with respect to the Company’sriedein the aircraft, since all personal
travel by Messrs. Dunlap and Butterfield on suchraft occurred with respect to the interest indireraft owned by Union Financial

Services, Inc.

The Company “matches” certain employee contributimnits 401(k) savings plan. Matching 401(k) ptantribution amounts by the
Company in 2005 for Messrs. Dunlap and Butterfiglde $8,400 each. In addition, the Company paichpmas on life insurance for Messrs.
Dunlap and Butterfield in the amount of $540 each.

Policy on Deductibility of Compensation

Section 162(m) of the Internal Revenue Code impaskE million limitation, subject to certain excepis, on a public company’s income tax
deductibility in any tax year with respect to comsation paid to any employee who is a chiefexeeutificer or one of
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the other four highest paid executive officershaf tompany on the last day of that tax year. Tihigdtion does not apply to certain
“performance-based” compensation paid under a Bblter approved plan that meets the requiremensgofion 162(m) and the regulations
thereunder. The Company’s Executive Officers BdPlasm was approved by the shareholders in 2003sadésigned to comply with the
requirements of Section 162(m). The Committee kelahat the Company will not be subject to Sectiék(m) limitations on the
deductibility of compensation paid to the Nameddtive Officers for 2005.

The Committee may consider other steps which nbghih the Company’s best interests to comply wébten 162(m), while reserving the
right to award future compensation which may nehply with the Section 162(m) requirements for deitilgy if the Committee concludes
that such compensation is in the Company’s bestésts in providing incentives to attract, motivated retain key executives.

2006 Compensation

After consideration by the Committee of the compus®f each Co-CEO’s 2005 compensation and thetgs for 2006, the Committee
determined that each Co-CEO’s annual base salarynaentive performance bonus payment arrangenséioisid remain the same for 2006.
Accordingly, each of the Co-CEOs will receive adaalary of $500,000 for 2006 and an incentivegrerénce payment potential amount
under the Executive Officers Bonus Plan of 0.609Bade Income for 2006. This determination was nieded on the review of the 2004
Towers Perrin compensation studies and reportslimedssions thereof and the Co-CEQ’s significanitggnvestment in the Company. The
Committee determined that this arrangement wouddlige appropriate incentives for the Co-CEOs todase shareholder value, and if
accomplished would allow them to benefit througprapriate compensation opportunities.

The Named Executive Officers (other than the Co-€EfDe eligible for performance bonus payments uad®06 incentive plan
arrangement under which an incentive compensatiohfpr employees will be established based upforaula that increases the available
compensation pool amount as the Company’s Baseriedocreases. The total incentive pool for alliblggemployees is expected to be
approximately 10-12% of Base Income for 2006.

The bonus amounts earned and ultimately distribwi@de subject to certain performance goals, \whace expected to include:

a. Fiscal (financial and operational) performance mess such as levels of student loan assets agiations, levels of operating
expenses, and diversification/growth of other femme;

b. Customer engagement and satisfaction measures; and

c. Employee engagement and motivation measures.

The bonus amounts will also be based on other ipeciantitative and qualitative targets, goals] ameasures established for each employee
and the employee’s performance during 2006. FoN#mmed Executive Officers (other than the Co-CE®®) incentive amounts will be
further based upon a percentage of their salatyrémges up to 100%.

Conclusion

Based on the reviews by the Committee of the Coryipaxecutive compensation, the Committee has colec that the Co-CEQOs’ and
Named Executive Office’ total compensation for 2005 was reasonable apdogpiate in view of the Compars/performance and objectiv

This report on executive compensation is providgthle following Directors who constitute the Comgation Committee:

James P. Abel, Chairman
Arturo R. Moreno
Michael D. Reardon

SECURITY OWNERSHIP OF DIRECTORS, EXECUTIVE OFFICERS , AND PRINCIPAL SHAREHOLDERS
Stock Ownership

The authorized common stock of the Company consf€#4 5,000,000 shares, $0.01 par value. The constouk is divided into two classes,
consisting of 600,000,000 shares of Class A comstock and 15,000,000 shares of Class B common.stdekCompany also has authori
50,000,000 shares of preferred stock, $0.01 paeval

The table on the following page sets forth inforimaias of February 17, 2006, regarding the berafaivnership of each class of the
Company’s common stock by:

» each person, entity, or group known by the Comparbeneficially own more than five percent of thestanding shares of any clas:
common stock



« each of the Named Executive Officers;
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« each incumbent director and each nominee for direand

« all executive officers and directors as a group.

Beneficial ownership is determined in accordandd e rules and regulations of the SecuritiesExchange Commission. Under these

rules, a person is deemed to beneficially own aesbithe Company’s common stock if that persondrashares voting power or investment
power with respect to that share, or has the tiglhtquire beneficial ownership of that share withd days, including through the exercise of

any option, warrant, or other right or the convamsof any other security.

The number of shares of Class B common stock fan parson in the table below assumes such perssrdi convert any Class B common

stock into Class A common stock. Unless otherwiskcated in a footnote, the address of each fivequet beneficial owner is c/o Nelnet,
Inc., 121 South 13th Street, Suite 201, Lincolnbideka 68508. Unless otherwise indicated in a ftetrthe persons named in the tables
below have sole voting and investment power witpeet to all shares of common stock shown as lmnegficially owned by them.

Name

Michael S.
Dunlap
Stephen F.
Butterfield

Angela L.
Muhleisen

Union Bank
and Trust
Company

Packers
Service
Group, Inc.

Don R. Bouc
David A.
Bottegal
Raymond J.
Ciarvella
Todd M.
Eicher
Matthew D.
Hall
Terry J.
Heimes
Edward P.
Martinez
Jeffery R.
Noordhoek

Evan J. Rott
Cheryl E.
Watson

James P. Abe

Thomas E.
Henning

Arturo R.
Moreno

Beneficial Ownership as of February 17, 2006

Percentage of shares

Number of shares beneficially owned beneficially owned (1)
Percentage of
combined voting
power of all

classes of stock

Class A Class B Total Class A Class B Total 2)
18,289,10(3) 9,687,20:(4) 27,976,30 45.6% 69.5% 51.6% 64.2%
- 6,379,94/(5) 6,379,94. - 45.8% 11.8% 35.5%
18,289,10(6) 1,848,88I(7) 20,137,98 45.6% 13.2% 37.2% 20.5%
7,215,99/(8) 1,848,88(9) 9,064,87: 18.(% 13.5% 16.6% 14.2%
11,068,60(10) - 11,068,60 27.€% - 20.5% 6.2%
1,345,80(11) - 1,345,80 3.4% - 2.5% 0.7%
416,88 - 416,88 1.C% - * 0.2%
178,46: - 178,46: * - * 0.1%
206,32¢12) - 206,32¢ * - * 0.1%
122,03( - 122,03( * - * 0.1%
219,36 - 219,36 * - * 0.1%
61,681(13) - 61,68: * - * 0.C%
1,001,33((14) - 1,001,33! 2.5% - 1.5% 0.€%
4,67¢ - 4,67¢ * - * 0.C%
77,15¢ - 77,15¢ * - * 0.C%
8,605(15) - 8,605 * - * 0.C%
11,53¢(16) - 11,53¢ * - * 0.C%

15,60: - 15,60: * - * 0.C%



Brian J.

O’ Connor 17,47: - 17,47 @ - @ 0.C%
Michael D.

Reardor 9,472(17) - 9,47 * - * 0.C%
James H. Var

Horn 68,95((18) - 68,95( & - 2 0.C%
Executive

officers and
directors as

group 20,983,09 13,942,95 34,926,05 52.4&% 100.(% 64.7% 89.4%
Hunter Global

entities and

Duke

Buchan Il 2,285,701(19) - 2,285,70I 5.7% - 4.2% 1.2%

*  Less than 1%.

(1) Based on 40,077,949 shares of Class A common aiwthk 3,942,954 shares of Class B common stockamalisty as of February 17,
2006.
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(2) These percentages reflect the different votingtsigii the Company’s Class A common stock and assmmon stock. Each share of
Class A common stock has one vote and each sh&kass B common stock has ten votes on all mattdos voted upon by the
Compan’s shareholder:

(3) Includes shares owned by entities which Mr. Dumiegy be deemed to control, consisting of: 11,068&tes owned by Packers Ser
Group, Inc., of which Mr. Dunlap is a director goesident and owns 28.3% of the outstanding cagiitek, 4,500 shares owned by
Farmers & Merchants Investment Inc. (“F&M”), of vehi Mr. Dunlap is a director and president and oemsontrols 38.4% of the
outstanding voting stock, and 7,215,998 sharesieldnion Bank and Trust Company (“Union Bank”) fbe accounts of miscellaneous
trusts, IRAs, and investment accounts at Union Ba&frk Dunlap is non-executive chairman of and colsttJnion Bank through F&M.

Mr. Dunlap disclaims beneficial ownership of theusts held for the accounts of miscellaneous triRiss, and investment accounts at
Union Bank. He also disclaims beneficial ownerstfithe shares held by Packers Service Group, it F&M, except to the extent of |
pecuniary interest therei

(4) Includes 1,701,000 shares owned by Mr. Durdapouse, 1,586,691 shares owned by Union FinaBeraices, Inc., of which Mr. Dunl:
is chairman and owns 50.0% of the outstanding abgibck, 1,311,381 shares held by Union Bank astée for a GRAT established by
Mr. Dunlap, and 537,499 shares held by Union BanKrastee under a GRAT. Mr. Dunlap disclaims beadfiownership of the shares
held by Union Financial Services, Inc., excepthi® ¢xtent of his pecuniary interest therein. Mrnap also disclaims beneficial
ownership of the 537,499 shares held by Union BenKrustee under the Class B GR,

(5) Includes 1,586,691 shares owned by Union Finaigsavices, Inc., of which Mr. Butterfield is a ditecand president and owns 50.0%
the outstanding capital stock and 537,499 shareshlyeUnion Bank as Trustee for a GRAT establisbgd/r. Butterfield. Mr. Butterfielc
disclaims beneficial ownership of the shares hgltbion Financial Services, Inc., except to theeakbf his pecuniary interest there

(6) Includes 88,864 shares jointly owned by Ms. Muldeiand her spouse, 939,976 shares owned by hesesgb22,048 shares held by
Union Bank as Trustee for Class A GRATSs establidheis. Muhleisen and her spouse, and shares thavened by entities that Ms.
Muhleisen may be deemed to control, consistind 068,604 shares owned by Packers Service Groapof which Ms. Muhleisen is a
director and owns or controls 27.0% of the outstamdapital stock, 4,500 shares owned by F&M, ofaliMs. Muhleisen is a director
and executive vice president and owns or contrsl8% of the outstanding capital stock, and 3,826 dtares held by Union Bank for the
accounts of miscellaneous trusts, IRAs, and investraccounts at Union Bank. Ms. Muhleisen, theesist Michael S. Dunlap, is a
director, president, and chief executive officeantl controls Union Bank through F&M. Ms. Muhleistiaclaims beneficial ownership
the shares held for the accounts of miscellaneogsst IRAs, and investment accounts at Union Barkept for her retained beneficial
interest in 1,522,048 shares of Class A commorkstetd in trust on her behalf and on behalf of $puse under two of the Class A
GRATSs. She also disclaims beneficial ownershiphefshares held by Packers Service Group, Inc. &w Except to the extent of her
pecuniary interest therein. The address for Ms. Ifgn is c/o Union Bank and Trust Company, P.Ox 82629, Lincoln, Nebraska
68501.

(7) Includes 1,848,880 shares held by Union Bank ast&euunder two Class B GRATs. Ms. Muhleisen distdabeneficial ownership of the
shares held by Union Bank as Trustee under thes@d8RATS.

(8) Includes 415,000 shares held as trustee for thedisity of Nebraska Foundation, 61,000 shares inglthe Union Bank profit sharing
plan, 838,841 shares held for the account of AngeMuhleisen, 286,146 shares held as trustee €@nas A GRAT established by
Jeffrey R. Noordhoek, a total of 785,214 shared hsltrustee for various Class A GRATSs establisghyeDon R. Bouc and his spouse,
761,024 shares held as trustee for a Class A GRsfablished by Angela L. Muhleisen, 761,024 shasdd as trustee for a Class A



GRAT established by Ms. Muhleisen’s spouse, 9398es held for the account of Ms. Muhleisen’aispp88,864 shares held for the
account of Ms. Muhleisen or her spouse, and a 6§t2J278,909 shares held for the accounts of Migseeous trusts, IRAs, and investm
accounts at Union Bank. Union Bank disclaims beafiownership of such shares except to the exbetitUnion Bank actually has or
shares voting power or investment power with resfmesuch shares. The address for Union Bank is Bo® 82529, Lincoln, Nebraska
68501; Attention: Angela L. Muhleisen, Preside

(9) Includes 1,848,880 shares held by Union Bank ast&euunder two Class B GRATS. Union Bank disclddeseficial ownership of such
shares except to the extent that Union Bank agthialé or shares voting power or investment pow#r maspect to such shar

(10) The address for Packers Service Group is c/o Ndimet 121 South 18 Street, Lincoln, Nebraska 68508; Attention: Mich&eDunlap.

(11) Includes 71,394 shares owned by Mr. Baugpouse, 985,214 shares held by Union Bank aseBrusder Class A GRATS establishec
Mr. Bouc and his spouse, and 147,566 shares helthinn Bank as Trustee under a Class A Charitabl@adnder Unitrust (“CRUT")
established by Mr. Bouc and his spot

(12) Includes 121,835 shares owned by Mr. Eicher’s spous
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(13) Includes 250 shares owned by Mr. Martinez’'s daughte

(14) Includes 670,295 shares held by the Jeffrey R. tlmmek Trust, 286,146 shares held by Union Bankrast&e under a Class A GRAT
established by Mr. Noordhoek, and 35,765 sharesihyelUnion Bank as Trustee under a Class A CRUabéished by Mr. Noordhoel

(15) Includes 2,242 shares that Mr. Abel has electetiter delivery of pursuant to the deferral elecpoovisions of the Company’s
Directors Stock Compensation Plan. Also include® &tares owned by Mr. Al’'s spouse

(16) Includes 2,616 shares that Mr. Henning has eldctéefer delivery of pursuant to the deferral etetprovisions of the Company’s
Directors Stock Compensation Pl

(17) Includes 2,000 shares owned jointly by Mr. Reardod his spouse.

(18) Includes 1,869 shares that Mr. Van Horn has eletcigéfer delivery of pursuant to the deferral ttetprovisions of the Company’s
Directors Stock Compensation Pl

(19) In a Statement on Schedule 13G (Amendment Noley fith the Securities and Exchange CommissioRetruary 15, 2006 by Hunter
Global Associates L.L.C. (“Associates”), Hunter @dbInvestors L.P. (“Investors”), Duke Buchan Hunter Global Investors Fund |
L.P. (“Fund I"), and Hunter Global Investors FundLIP. (“Fund II"), Associates reported shared agtand dispositive power with
respect to 674,061 shares of Class A common shoekstors and Mr. Buchan reported shared votingdasgbsitive power with respect
to 2,285,700 shares of Class A common stock, Fueddrted shared voting and dispositive power wapect to 651,206 shares of
Class A common stock, and Fund Il reported shaotithy and dispositive power with respect to 22,8b6&res of Class A common sto
Associates is the general partner of Fund | andifynvestors is the investment manager of Fuadd Fund Il, and Mr. Buchan is the
managing member of Associates and controls Investdre business address of the Hunter Global estitnd Mr. Buchan is 485

Madison Avenue, 22¢Floor, New York, New York 10022,
Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act of41&@Rjuires the Compars/executive officers and directors, and persons evito more tha
ten percent of a registered class of the Compatsty securities, to file with the Securities dadthange Commission and the New York
Stock Exchange reports of ownership of Companyritézs) and changes in reported ownership. Exeeudfficers, directors, and greater tt
ten percent shareholders are required by SEC tuliesnish the Company with copies of all Secti@ta) reports that they file.

Based solely on a review of the reports furniskeethé Company, or written representations from mépg persons that all reportable
transactions were reported, the Company beliewaddiring the year ended December 31, 2005 the @oypexecutive officers, directors,
and greater than ten percent beneficial ownerdyifited all reports they were required to file wrdsection 16(a), except as follows. During
2005, one report covering a direct disposal traimaevas filed late by each of Edward P. Martined &Matthew D. Hall. In addition, one
report covering a direct acquisition transactiors iled late by Raymond J. Ciarvella. In all caghese reports were not filed timely due to
administrative oversight. However, such reportsengomptly filed within four to eight calendar dasfter they were due.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Some of the Compa’s directors and members of management beneficalty shares of stock or other ownership interestghiar entities



with which the Company does business and, in sases; they serve on the Board of Directors and/exacutive officers of one or more
such entities. These related parties include:

» Union Bank and Trust Company and Farmers & Merchdnvestment Inc. -dnion Bank is controlled by F&M, which owns 80.9% o
Union Bank’s stock. Michael S. Dunlap, a Co-ChigkEutive Officer and member of the Board of Direstof the Company, owns or
controls 38.4% of the stock of F&M, while Mr. Dupla sister, Angela L. Muhleisen, owns or contrdis®46 of such stock. Mr. Dunlap
serves as a director and president of F&M and asaxecutive chairman of Union Bank. In 2003, Mr.nap resigned as chief executive
officer of Union Bank. Ms. Muhleisen serves as dioe and executive vice president of F&M and ageactor, president, and chief executive
officer of Union Bank. At February 17, 2006, UniBank beneficially owned 16.8% of the Compagbmmon stock. F&M does not own !
or more of the Company’s stock; however, the stumlklings of both Union Bank and F&M are deemedddobneficially owned by both Mr.
Dunlap and Ms. Muhleisen, respectively. At Februkfy 2006, Mr. Dunlap beneficially owned 51.8% o Company’s outstanding common
stock and Ms. Muhleisen beneficially owned 37.3%hef Company’s outstanding common stock.

Transactions with Union Bank

Union Bank is a major source of student loan odgon and sales volume for the Company. Pursuaagjteements effective January 1999
and amended February 2005, the Company agreeddbgse certain guaranteed student loans as well as
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origination rights in guaranteed student loansamtiginated in the future, except for loans conwditfor sale to others. Union Bank will
continue to originate student loans, and such gieea student loans not previously committed fég 8Baothers are to be sold by Union B:
to the Company in the future. Union Bank also gedrib the Company exclusive rights as marketingfgpe student loans on behalf of
Union Bank, and thus the Company is responsiblenfarketing expenses with respect to such studanslo

The Company pays Union Bank a purchase price ¢qual0% of the outstanding principal balance aratugesd and unpaid interest on the
loans purchased pursuant to the agreement desdniltleel preceding paragraph, and also reimbursésnUBank for origination fees required
to be paid to the Department of Education, forioggon costs, and any borrower incentive prograstsoffered. During 2005, the Company
paid approximately $31.9 million plus the outstamgprincipal and accrued and unpaid interest of@pmately $1.1 billion to Union Bank
for the purchase of student loans. This agreenagr@ws automatically for successive one-year temtesa both parties mutually agree to
terminate it.

In 1999, the Company entered into a 360-day comaritrwith Union Bank to purchase its federally guéead student loans, in which Union
Bank retained rights pursuant to the agreementsdssa previously, at par. This purchase commitmasteen renewed annually for
successive terms after its inception and was antkimdeéebruary 2005. The commitment has grown imtolaigation to purchase an
aggregate amount of up to $1.25 billion of studeats from Union Bank. This purchase commitmeneagrent is terminable by either party
by the giving of notice of termination at least®ys prior to the end of the then current 360-éamt

Pursuant to a June 2001 agreement, Union Bants @apacity as trustee for various grantor tregiseed to purchase from the Company up
to $750 million of participation interests in stididoans. In 2005, the Company retained a portidh@interest earned from the participated
loans at a rate equal to the difference betweebdh@wer’s interest rate on the loans and the ®pedbmmercial paper rate plus 22.5 basis
points (this rate changed to 90-day commercial pegie plus 20 basis points for participationsapand including $200 million and 90-day
commercial paper rate plus 6 basis points for giggtions over $200 million pursuant to an amendmeéfective December 2005). However,
the Company also must continue to pay the servicoggs with respect to such participated loans.Jtmpany sold to Union Bank, as
trustee, participation interests with balancespgfraximately $321.3 million as of December 31, 20DiBe Company has the option to
purchase the participation interests from thesatgrarusts at the end of a 364-day term upon teation of the participation certificate. The
agreement automatically renews for additional 3&¢-#rms unless either party gives notice to teateinThe agreement is also terminable by
either party upon five business days’ notice. Hyseement provides beneficiaries of Union Bardrantor trusts with access to investmen
interests in student loans, while providing ligtydio the Company on a short-term basis.

In April 2004, the Company acquired a 100% ownegrshierest in SLAAA Acquisition Corp. (“SLAAA")SLAAA, as assignee, is party to
agreement in which Union Bank has committed toteeBLAAA an aggregate of $300 million of studevaihs between April 2003 and April
2007, at a purchase price equal to 4% above parcdmmitment of Union Bank to sell loans under #yseement terminated in January
2005.

The Company services loans for Union Bank, andsymumt to a servicing agreement dated January B, 88%mended, the Company chal

a standard origination and servicing fee at a lsubbktantially commensurate to those charged tonjerity (in terms of volume of loans
serviced) of the Company’s non-affiliated servicalignts. Union Bank paid the Company fees purstattiis servicing agreement
aggregating approximately $1.3 million in 2005. Beevicing agreement is for a month-to-month tesubject to a removal fee based on the
number of loans serviced. The Company may termithet@greement in the event of a material uncureddh. Pursuant to the February 2
amendment of agreements with Union Bank discussadqusly, the Company began waiving fees chargetbuthe servicing agreement



all loans as they are funded by and sold to the 2o

During 2005, the Company made rent payments totJBank of approximately $24,000. This subleaseexgent was coterminous with a
master lease between Union Bank and a non-affilitedlord. In addition, in April 2000, Nelnet Ctadj LLC, a subsidiary of Nelnet, Inc.
(“Nelnet Capital”) leased office space and officeemities from Union Bank at the rate of $1,000mpenth. This agreement terminated in
April 2005.

The Company has obtained the right to acquire fdorion Bank 100% of the participation interests inuamspecified volume of private loans
which comply with the Company’s internal underwriicriteria (as modified from time to time). Ondbeparticipations, the Company earns
100% of the borrower interest rate, less serviciogts thereon in an amount equal to 1% per annuhediggregate average outstanding
principal balances of such participations. Theipamnutually agree upon the volume of such padiagms from time to time. In 2005, the
Company did not purchase any participation intsrgsprivate loans pursuant to this agreement.agreement is subject to termination upon
30 days’ notice by either party.

The Company has entered into an agreement to &ksimh Bank in marketing and providing program @tiens related to the Nebraska
College Savings Plan, or the College Savings Rigotan under Section 529 of the Internal RevenugeConion Bank has agreed to pay the
Company fees in an amount equal to 50% of the mditg if any, associated with Union Bank’s progrananagement agreement with the
College Savings Plan. Union Bank is entitled te@ds program manager pursuant to its program reareg agreement with the College
Savings Plan and is not entitled to other paympuatsuant to that agreement. The Company has atpedthre 50% of the expenses relating
to the program, up to a capped amount of $1.25anitbver the life of the agreement, as well as S0%hutually agreeable costs related to
program operations, if any, which exceed the aggeedf $1.25 million. In 2005, the Company receiegtkt fee of approximately $1.8
million arising from this agreement. This consuitin
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and services agreement terminates when Union Bamkigram manager agreement with the College Sawitggsterminates, in
approximately six years.

Nelnet Capital serves as distributor on behalf nfdd Bank for all advis«-sold accounts with the College Savings Plan. Nelrapital is
entitled to approximately 10 basis points of plaseds pursuant to this agreement. Either party 8patays’ notice may terminate this
agreement. Nelnet Capital also serves as distrilmrtdehalf of Union Bank for the TD Waterhouseaats within the College Savings Plan.
This agreement terminates upon termination of théMaterhouse distribution agreement for the Coll8geings Plan. Nelnet Capital
received payments aggregating approximately $168{@dn these agreements in 2005.

In March 2001, Nelnet Capital hired Adminisysteins,., a subsidiary of F&M, to perform certain admtrative services in connection with
the investment portfolios maintained by the Coll&geings Plan. The fees to be paid under this aggreequal 40% of the distribution fees
that Nelnet Capital receives with respect to ceréaicounts placed with the College Savings Plaiméti€apital paid Adminisystems, Inc.
approximately $152,000 in 2005. Any party upon @9<inotice may terminate this agreement. In additiba,Gompany paid Adminisystel
approximately $32,000 for other services provide@005.

The Company invests in student loan-backed invastsecurities from time to time by establishingesal grantor trusts with Union Bank as
trustee for Union Bank’s Short Term Federal InvesttiTrust. As a grantor, the Company places casftfie trust account, and Union Bank
uses such cash to acquire interests in studentaelked investment securities on the Company’slbéftee Company earns the yield on the
securities purchased by the trust and pays to UR@k a trustee fee based on amounts investedpordtbe type of investment asset being
acquired in the trust account. The Company hadopately $109.1 million invested in these trustsleposited at Union Bank in operating
accounts, of which approximately $55.3 million &sh collected for customers, as of December 315.200ion Bank has created similar
Short Term Federal Investment Trusts with non-atfid trust beneficiaries, and the fees and tepp8cable to the trust agreements it has
entered into with the Company are the same assttedharged by Union Bank to the majority (in teahassets) of noaffiliated persons. A
trustee, Union Bank has agreed to return the Cogipdunds invested in these trusts or assets helth® Company’s behalf in these trusts
upon 30 days’ notice from the Company at any time: thus terminate the trusts. The Company utilirese trust arrangements as a short-
term investment facility. Interest income earnedhsy Company on the amounts invested in thesestwess $4.6 million in 2005.

The Company and Union Bank have an employee shariaggement with respect to a small group of eygas. The arrangement requires
each counter party receiving services from any smployee to pay for the share of the employed&sand payroll equal to the
approximate percentage of such employee’s timetdevo such recipient. This agreement renews autoafig for one-year terms unless the
parties mutually agree not to renew. During 2008iod Bank paid the Company a net amount of appratetg $19,000 under this agreem

Union Bank has issued two letters of credit forltkeeefit of the Company, each dated February 285 2@ the amount of $189,142 and
$4,900, respectively. Union Bank charged no fegforiding these letters of credit.

The Company has retained Union Bank to administgam 401(K) profit sharing plans pursuant to geseof agreements. The fees char



by Union Bank are commensurate with those UnionkBararges to other employee benefit customers Cdmpany paid Union Bank the
sum of approximately $144,000 in fees for thesagla 2005. These agreements may be terminated@pdays’ notice from either party.

Union Bank permits Nelnet Capital to gain certainess to Union Bank customers by permitting manigegifforts in Union Bank facilities.
Nelnet Capital paid Union Bank 90% of its gross oussions, after deducting trading and closing egspsnwhich was approximate
$155,000 in 2005.

Nelnet Capital has an agreement with Union Bankrtwide mortgage loan consulting services. Nelragiital received fees for these servi
of approximately $182,000 in 2005.

In October 2002, Nelnet Capital agreed to act aptincipal underwriter for the Stratus Funds, loc.Stratus Funds, a group of mutual funds
associated with Union Bank. Nelnet Capital did reateive any fees in 2005 pursuant to this agreeriéig agreement has a one-year term
that renews automatically, with the Stratus Fumdir approval, for successive one-year terms grtisninated by a vote of the majority of
the Board of Directors, including a majority of idierested directors, of the Stratus Funds or @nitgjof its shareholders. Nelnet Capital n
also terminate this agreement on 60 days’ notice.

Transactions with Farmers & Merchants and Its Relatd Parties

The Company has provided to The First Marbleheagh@ation, or First Marblehead, and each specigdgae entity, or SPE, named in the
agreement a guarantee of liabilities of First NadidBank Northeast, or First National, pursuarihttiemnity covenants given by First Natio
to First Marblehead with respect to a sale of |dams First National to First Marblehead. Mr. Duplis a director of First National, and F&
owns, indirectly, approximately 25% of the outstagdcapital stock of that financial institution. &iCompanys liability under such guarant
is limited to an aggregate amount of $10 millioluspcosts incurred by First Marblehead with respececovery efforts. In consideration for
such guarantee, First Marblehead agreed to pagumeca SPE to pay the Company the sum of 1% afutstanding balance of private loans
sold by First National to First Marblehead. Thistantee remains in effect until First Marblehead @ SPESs receive written notice from
Company to discontinue the guarantee or untill@ligations of First National pursuant to its indétyof First Marblehead are paid in full.
The Company earned approximately $49,000 in 208 this agreement and has not paid out any sunssianirto the indemnity covenants
there under.
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On October 1, 2001, the Company’s indirect subsjdidelnet Private Student Loan Corporation-1, apaser, entered into a private loan
purchase agreement with First National, as séllee. subsidiary purchases private loans from tintérie from First National, at a purchase
price equal to the outstanding principal and aatiared unpaid interest on any such loans purchd$edsubsidiary purchased an aggregal
approximately $11.0 million of private loans frorirdE National under this agreement in 2005.

In March 2006, Nelnet Academic Funding SolutionsCl also an indirect subsidiary of the Companyegsd into an agreement to acquire
participation interests in private loans from Fidsttional which comply with the purchaser’s criteat a price equal to the outstanding
principal balance and accrued interest of suchdo@he term of this agreement is for 364 days.

Nelnet Capital has an agreement with F&M pursuamthich Nelnet Capital, for a fee equal to the amaaceived by F&M, assists with tl
performance of mortgage loan consulting servicas &M provides for a third-party bank. Nelnet Gtapreceived fees of approximately
$167,000 in 2005 from this agreement. This agre¢teeminates when the agreement between F&M anthtre:party bank terminates.

In March 2000, F&M furnished a $1 million unsecutee: of credit to Nelnet Capital with interest agiog at the prime rate. No monies have
ever been drawn or advanced on this line. Theairtitrm of this line of credit expired in March Z00

Other Related Party Transactions

The Company provides a $1.0 million operating ifieredit to Premiere Credit of North America, LI{®remiere”), an entity with 50%
interest owned by the Company. As of December B252Premiere owed the Company approximately $89udder this line of credit. Tt
line of credit is automatically renewable for 1 y&arms. In addition, Premiere provides the Compuaitly certain collection services. During
2005, the Company incurred collection fee expepn$epproximately $552,000 for these services. AHeryVatson, Executive Director and
Chief Communications Officer of the Company, andthew D. Hall, Executive Director and Chief OpengtiOfficer of the Company’s
Education Services Division, are managers of Pnamie

Nelnet Corporate Services, Inc., a wholly ownedsgtiary of the Company‘NCS”), owns a 74.753% interest in an aircraft doi¢he

frequent business travel needs of the Company'sugxes and the limited availability of commerdigghts in Lincoln, Nebraska, where the
Company'’s headquarters are located. Union FinaS@alices, Inc. (“UFS”), which is owned by Mich&IDunlap and Stephen F.
Butterfield, who is a Co-Chief Executive Officercamember of the Board of Directors of the Compamwns the remaining 25.247% interest
in the same aircraft. The aircraft joint ownersagreement between NCS and UFS for this aircrafaifaed term ending September .



2009, at which time UFS will have the right to regUNCS to purchase UFS’s interest in the airdafan amount equal to UFS’s pro rata
portion (determined on the basis of its ownerslgiicentage) of the aircraft’s fair market valuehatt time. If the term of the joint ownership
agreement is not extended by agreement of NCS &3] the aircraft must be sold and the net procedsthe sale distributed to NCS and
UFS in proportion to their ownership percentagesdés an aircraft maintenance agreement among NES, Bhd an unrelated aviation
service company, a total of approximately $215,@0®anagement fees was paid to the service compa2§05, which amount was alloca

to NCS and UFS based on their respective ownehigentages. The maintenance agreement also psahiaieNCS must pay for all flight
operating expenses for each flight conducted obetslf, with a corresponding obligation by UFS] @mat both NCS and UFS must pay their
pro-rata portion, based on actual use percentafése cost of maintaining the aircraft.

REPORT OF THE BOARD AUDIT COMMITTEE

The Audit Committee of the Board of Directors (tlimmmittee”) is responsible for monitoring the igtéy of the Company’s consolidated
financial statements, the Company’s system of irlecontrols, the Company’s risk management, ttadifigations and independence of the
Company’s independent auditor, the performancé@Qompany’s internal and independent auditors te@@ompany’s compliance with
legal and regulatory requirements. The Committeetha sole authority and responsibility to seldetermine the compensation of, evaluate,
and, when appropriate, replace the Company'’s intdg@ auditors. The Committee is comprised of timdependent directors and operates
under a written charter adopted by the Board, § odpvhich is available at www.nelnetinvestors.n&he Board has determined that each
Committee member is independent under the standéidisector independence established under thepaogis Corporate Governance
Guidelines and the NYSE listing requirements aralss “independent” for purposes of Section 10A@nif the Securities Exchange Act of
1934.

Management is responsible for the financial repgrprocess, including the system of internal cdstrffor the preparation of consolidated
financial statements in accordance with generalbepted accounting principles and for the reporthenCompany’s internal control over
financial reporting. The Compars/independent auditors are responsible for auditinge financial statements and expressing an@pams ti
their conformity with generally accepted accountiminciples and for attesting to management’s reporthe Companyg' internal control ow
financial reporting. The Committee’s responsibiliyto oversee the financial reporting processtarréview and discuss managemsmgpor
on the Company'’s internal control over financiglading. The Committee is not, however, profesdigrengaged in the practice of
accounting or auditing and do not provide any expeother special assurance as to such finantaments concerning compliance with
laws, regulations, or generally accepted accourgiimiples or as to auditor independence. The Ciimenrelies, without independent
verification, on the information provided to it and the representations made by management anmodidagendent auditors.

The Committee held 11 meetings during 2005. Thetimgewere designed, among other things, to fatdiand encourage communication
among the Committee, management, the internal@sdiénd the Company’s independent auditors, KPNIB. L

20

The Committee discussed with the Company’s inteamditors and KPMG LLP the overall scope and pfansheir respective audits. The
Committee met with the internal auditors and KPMIG?|_with and without management present, to disthessesults of their examinations
and their evaluations of the Company’s internalticds. The Committee also met with senior managermersonnel.

The Committee reviewed and discussed the Compayielines, policies, and procedures for risk assest and risk management and the
major risk exposures of the Company and its businegs, as appropriate. The Committee revieweddiswlissed with management its
reports on risk management. The Committee reviglwedcope of the internal audit plan and revieviedrésults of completed internal auc
The Committee approved the 2005 budget for intemndit and the Committee reviewed and discusse@tinemittee’s charter, policies, and
practices.

The Committee reviewed and discussed the auditesiotidated financial statements for the year eddecember 31, 2005 with managem:
the internal auditors, and KPMG LLP. The Committeéewed and discussed the critical accountingcpsias set forth in the Company’s
Annual Report on Form 10-K. The Committee reviewad discussed with management, the internal agdiémd KPMG LLP managemest’
annual report on the Company’s internal controlrdiveancial reporting and KPMG's attestation repditite Committee also discussed with
management, internal auditors, and KPMG LLP theg@se used to support certifications by the Coma@y-Chief Executive Officers and
Chief Financial Officer that are required by the@&ies and Exchange Commission (the “SEC”) amdShrbanes-Oxley Act of 2002 to
accompany the Company’s periodic filings with tHeCSand the processes used to support managementialaeport on the Company’s
internal control over financial reporting.

The Committee also discussed with KPMG LLP mattieas independent accounting firms must discuss it committees under genere
accepted auditing standards and standards of thieRlompany Accounting Oversight Board, includiagiong other things, matters related
to the conduct of the audit of the Company’s cadstéd financial statements and the matters reduirde discussed by Statement on
Auditing Standards No. 61, as amended (Communicatith Audit Committees). This review included adlission with management and
KPMG LLP as to the quality (not merely the accepiig of the Company’s accounting principles, tteasonableness of significant estimates
and judgments, and the disclosures within the Calyipaconsolidated financial statements, including disclosures relating to critical
accounting policies



KPMG LLP also provided to the Committee the writthsclosures and the letter required by Indeperei&tandards Board Standard No. 1
(Independence Discussions with Audit Committees)) r@presented that it is independent from the Campehe Committee discussed with
KPMG LLP their independence from the Company. Weemsidering KPMG'’s independence, the Committeeidensd if services they
provided to the Company beyond those renderednnextion with their audit of the Company’s consatetl financial statements, reviews of
the Company’s interim condensed consolidated firdustatements included in its Quarterly Reports-orm 10-Q, and the attestation of
management’s report on internal control over finalneporting were compatible with maintaining thieidependence. The Committee also
reviewed, among other things, the audit, auditteelaand tax services performed by, and the amafufiees paid for such services to KPMG
LLP. The Committee received regular updates oratheunt of fees and scope of audit, audit-related tax services provided.

Based on the Committee’s review and these meetitigmssions, and reports, and subject to thediroits on the Committee’s role and
responsibilities referred to previously and in gedit Committee Charter, the Committee recommenddtie Board that the Company’s
audited consolidated financial statements for & ynded December 31, 2005 be included in the @oyp2005 Annual Report on Form
10-K for filing with the SEC.

The Committee has also selected KPMG LLP as thepaogis independent auditors for the year endingebdaer 31, 2006 and is presenting
the selection to the shareholders for ratification.

Respectfully submitted,

Brian J. O’Connor, Chairman
Thomas E. Henning
Michael D. Reardon

PROPOSAL 2 — APPOINTMENT OF INDEPENDENT AUDITOR

The Audit Committee selects the Company’s independeditor. This proposal is put before the shaiddrs because the Board believes that
it is good corporate practice to seek shareholaiaation of the selection of the independentitardIf the appointment of KPMG LLP is n
ratified, the Audit Committee will evaluate the lsafor the shareholders’ vote when determining Wweeto continue the firm’s engagement.

The Board of Directors of the Company recommendsta FOR the ratification of the appointment of KBNMILP as independent auditors
2006.

The affirmative vote of the holders of a majorifitlee shares of common stock present or represemeentitled to be voted at the Annual
Meeting is required to ratify the appointment ofM®8 LLP. Unless marked to the contrary, proxies Wwélvoted FOR the ratification of the
appointment of KPMG LLP as independent auditors2fad6.
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Representatives of KPMG LLP are expected to atteadAnnual Meeting and to respond to appropriatstians from shareholders preser
the meeting and will have an opportunity to malstasiement if they desire to do so.

Independent Accountant Fees and Services

Aggregate fees for professional services rendeyddHMG LLP for the years ended December 31, 20@b2004 are set forth below.

2005 2004
Audit Fees $ 874,32¢ $ 838,41¢
Audit-Related Fees 606,30¢ 594,76
Tax Fees 327,77 376,65¢
Total $1,808,41. $1,809,83!

Audit fees were for professional services rendéoedhe audits of the consolidated financial statata of the Company and subsidiary audits,
the audit of management’s report on the effectigertd the Company’s internal control over financedorting, issuance of comfort letters,
consents, income tax provision procedures, andtassie with review of documents filed with the Séms and Exchange Commission.

Audit-Related fees were for assurance and otheicgsrrelated to service provider compliance rep@ployee benefit plan audits, agreed-
upon procedures, and consultations concerning dinhaccounting and reporting standal



Tax fees were for services related to tax compéaantd planning.

The Audit Committee’s pre-approval policy and prhoes are outlined in its charter. The Audit Conteeithas the sole authority to appoint,
retain, and terminate the Company’s independentauahich reports directly to the Audit Committéehe Audit Committee is directly
responsible for the evaluation, compensation (iicly as to fees and terms), and oversight of th&wbthe Company’s independent auditor
(including resolution of disagreements between ganmeent and the independent auditor regarding finreporting) for the purpose of
preparing or issuing an audit report or perfornmotiger audit, review, or attestation services fer@ompany. All related fees and costs of the
independent auditor, as determined by the Audit @dtae, are paid promptly by the Company in accocgawith its normal business
practices. All auditing services and permitted aoighit services performed for the Company by thepaihdent auditor, including the services
described above, are pre-approved by the Audit Cittesm subject to applicable laws, rules, and ragoihs. The Audit Committee may form
and delegate to a subcommittee the authority totgmee-approvals with respect to auditing servemed permitted non-auditing services,
provided that any such grant of pre-approval dhalteported to the full Audit Committee at its nmeeting.

PROPOSAL 3 - APPROVAL OF EMPLOYEE STOCK PURCHASE LOAN PLAN
Background

The Board of Directors has approved the Nelnet, Employee Stock Purchase Loan Plan (the “Plandllitaw the Company to make loans to
employees that may be selected in the future foptirchase of shares of the Company’s Class A constozk either in the open market or
directly from the Company. A total of $40,000,08ddans may be made under the Plan, and a tofaD0D,000 shares of Class A common
stock are reserved for issuance under the Planpiitpose of the Plan is to advance the interestseo€ompany and its shareholders by
providing a means for selected employees of thefgamy and its subsidiaries and affiliates upon whoedgment, initiative, and efforts the
continued success, growth, and development of trepgany is dependent to increase their ownershihafes of Class A common stock.

The Company may select employees to receive stoaihpse loans under the Plan from those who arectagh to make a significant
contribution to the Company’s future success but db not have the financial resources to purchaseningful amounts of Company stock.
The purpose of the loans would be to allow suchleyses to become more vested in the Company’s sa¢beough stock ownership, and
the Plan is intended to complement the Companyi&ieg Employee Share Purchase Plan and Resti&ttark Plan. In accordance with the
Sarbanes-Oxley Act of 2002, loans will not be medany employee who is an executive officer or mends the Board of Directors of the
Company.

A stock purchase loan under the Plan may be naosurse to an employee participant with respectpayment of all or a portion of the
principal amount of the loan. The repayment of sugh-recourse component of a loan will be securdyd loy the stock purchased by the
employee and satisfied upon any default only byGbmpany’s acquisition of that stock without angaerse to any other assets of the
employee.

The Company is seeking shareholder approval oPthe to permit the Company to be considered aib&digmployee benefit plan lender
under Regulation U of the Federal Reserve Board;woverns the extension of credit by personsrdtien securities broker-dealers to
finance the purchase of publicly traded securitiesre the credit is collateralized by those seas;itand to comply with applicable New Y1
Stock Exchange rules.
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Summary of the Plan

The following is a summary of the principal featud the Plan, a copy of which is attached to pingsxy statement as Appendix A. In
addition, the Company will furnish a copy of thePto any shareholder upon written request to thaany’s Corporate Secretary.

Total Loans Available and Shares Reserved for isseia

The total amount of all stock purchase loans thayj bre extended by the Company to participants uth@ePlan cannot exceed $40,000,000.
Subject to proportionate adjustment in the everangf stock split, stock dividend, or similar tractéan, the total number of shares of Class A
common stock reserved for issuance in connectidim stock purchase loans under the Plan is 1,00080@arch 31, 2006, the closing price
of the Company’s Class A common stock as repontethe New York Stock Exchange was $41.65 per share.

Administration

The Plan will be administered by the Compensatiom@ittee of the Board of Directors, or such othmnmittee of the Board as may be
designated by the Board, and such Committee wileHall and final authority to make all decisionsdadeterminations as may be required
under the terms of the Plan or as the Committeedrayn necessary or advisable for the administratiche Plan, in each case subject to
consistent with the provisions of the Plan. The @otiee may impose on any stock purchase loan avaattie date of grant or thereaft



such terms and conditions, not inconsistent withgtovisions of the Plan, as the Committee detezmin
Eligibility and Participation

Any employee of the Company or a qualifying sulesigior affiliate of the Company under the provisiai the Plan is eligible to be selected
to participate in the Plan, except that in accocdanith Section 402 of the Sarbanes-Oxley Act df200 employee who is an executive
officer of the Company or a member of the Boar®wéctors is eligible to participate in the PlatneTCompany currently expects that the
number of employees that may be selected to paatiein the Plan will be limited to a relatively almumber of key employees.

Stock Purchase Loan Awards

At such times as the Committee determines, the Atrermay send a written notice of an award obalspurchase loan to an eligible
employee selected by the Committee to participatbe Plan.

Each participant who receives a stock purchaseruast use the proceeds from the loan to purchaseslof Class A common stock purst
to the terms and conditions of a related stockipase loan agreement under the Plan. The Commitlieia Ws discretion determine with
respect to each stock purchase loan agreementewdoeited under the Plan whether the shares tarobased by the participant under such
stock purchase loan agreement are to be purchasadfeviously issued and outstanding shares ioples market through a broker at
prevailing market prices at the time of purchasbject to any conditions or restrictions on theirigy volume, or prices of purchases as
determined by the Committee and set forth in tbekspurchase loan agreement, or directly from tbe@any from authorized and unissued
shares reserved for issuance under the Plan.

Any stock purchases effected by a broker in thenaparket must comply with all applicable laws, irdihg all applicable provisions of the
Securities Exchange Act of 1934, subject to angotionditions or restrictions on the timing, volyroeprices of purchases as determined by
the Committee or the Company. Any stock purchases the Company must be for the fair market valiuguch shares as determined by the
Committee in good faith.

Unless otherwise determined by the Committee vatipect to a particular loan, each loan may be aoaurse to the participant with respect
to repayment of all or a portion of the principal@unt, with the repayment of such principal amdortie secured by a pledge of the shares
purchased by the participant pursuant to such lagrarticipant will be required to deliver to th@@pany a properly executed stock pledge
agreement in such form and with such terms anditiond as approved by the Committee.

The payment of interest on each loan will be suticecourse to the participant. Each loan wilkibiaterest at a reasonable rate of interest
which is intended to reflect the Company’s cosfumids. Such rate may be based on LIBOR or the prateeand may be adjusted from time
to time pursuant to the terms of the related prearisnote.

Each loan will be due and payable as providedemptiovisions of the related promissory note. Thentef a promissory note will not excee
period of ten years. However, the Committee, imliseretion, may extend the term of a promissong fior up to a total of two years.
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In addition to restrictions under the related stpladdge agreement, shares purchased pursuanbam anlay be subject to such restrictions on
transferability and other restrictions, if any tas Committee may impose in the stock purchasedgapement or other agreements or
documents executed in connection therewith. SusthicBons may lapse separately or in combinatiosuah times, under such circumstan
and in such installments or otherwise, as the Cdtamimay determine.

Except to the extent restricted under the stocklmse loan agreement or other agreements or dotsiexacuted in connection therewith, a
participant who purchases shares under the Plahavie all of the rights of a shareholder with extpo the shares purchased under the Plan,
including the right to vote the shares and thetrighreceive dividends thereon. Any cash dividepaisl by the Company on shares pledged as
security for repayment of a loan will be immedigtapplied to repay the loan.

Unless otherwise set forth by the Committee iroalspurchase loan agreement, an award will notdresterable by a participant except by
will or the laws of descent and distribution (excpprsuant to a written beneficiary designatioffioinm and substance acceptable to the
Committee). Except as otherwise provided in a smakhase loan agreement or stock pledge agreempatticipant’s rights under the Plan
may not be pledged, mortgaged, hypothecated, erwibe encumbered, and may not be subject to clafrtie participant’s creditors.

Amendments to the Pl

The Board of Directors may amend, suspend, or teateithe Plan or the Committeeduthority to grant awards under the Plan at sng &nc
for any reason, and without the approval of theedalders of the Company or participants, excegit &iny such amendment will be subjec
the approval of the Compa’s shareholders to the extent such shareholder egpsorequired under any applicable law or regafabr unde|



the rules of any stock exchange or market on wittiehshares of Class A common stock may then hesllist quoted. No such action may
materially adversely affect the rights or obligasmf a participant under an outstanding awar@an without the consent of the affected
participant or holder or beneficiary thereof.

Effective Date and Termination Date of Pla

The Plan will become effective upon approval of fti@n by the Company’s shareholders. The Plant@rithinate as to future awards or loans
on the date which is ten years after the date dohwthe Plan becomes effective.

Principal Federal Income Tax Consequences

The principal United States federal income tax egognces to participants and the Company with ce$pewards of stock purchase loans
made to selected employees under the Plan aréytsighmarized below. This summary is based onnherhal Revenue Code of 1986 and
IRS regulations in effect as of the date of thizxgrstatement.

The federal income tax consequences with respesttames purchased by a participant with the praceéd loan from the Company depend
in part upon whether the shares will be considerater Section 83 of the Internal Revenue Code ¥e baen transferred to the participant
tax purposes at the time of purchase or merely rtagleubject of the grant of an option to purchhseshares. IRS regulations under Section
83 of the Code indicate that a purchase of shayeslemployee financed in substantial part by anecourse loan may be treated as either a
transfer of the shares to the employee or the grfaatstock option, depending on certain factotse factors which bear on the tax treatment
include:

« the extent to which the risk that the shares valtlshe in value has been transferred to the emploged

* the likelihood that the purchase price for the shavill be paid.

Transaction Treated as a Transfer of Shares

If the purchase is treated as a transfer of theesha the participant at the time of the purchéseparticipant will not realize any income for
federal income tax purposes with respect to thetlmasge if the purchase price equals the fair maskdet of the shares. Participants may wish
to make protective elections under Section 83(lihefCode in order to avoid any subsequent comgiensacome upon the lapse of any
forfeiture restrictions on the shares.

The purchaser’s holding period for the shares ewithmence upon the later of the date that titldéoshares is acquired by the participant or
the date when the shares are no longer subjeaytéodeiture restrictions, and the participantasis in the shares will be the amount paid,
including the principal balance of the promissoogen Interest paid by the participant will likelg lbonsidered to be investment interest
expense, deductible to the extent of the parti¢ipamvestment income for the year. Investmentriegethat is not deductible in a year may be
carried over and deducted in future years, sultjecertain limitations.

If the shares decline in value before the promissate is paid in full, and the participant foredr relinquishes the shares in satisfaction of
the note, the participant should be consideredte Isold the shares to the Company for the outstgrlance of the note and should have
capital gain or loss depending on whether the hatance exceeds the participant’s basis in thefeared shares. The deduction of a capital
loss in any year may be subject to limitations.
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Transaction Treated as a Stock Option

If the initial loan and purchase is treated asgitant of a stock option, the participant will nealize any income for federal income tax
purposes until such time as the participant is dmkta have exercised the option. This may occumvthe participant repays a substantial
portion of the loan and therefore bears the risk décline in the value of the shares purchaseitibecomes sufficiently likely that the
remaining purchase price will be paid. Prior tat #nent, payments on the loan would be charactéasegpayment of additional premiums for
the option and would be included in the basis efghares when purchased, or treated as a caisaiddhe participant if the option is not
exercised and the shares are returned to the Conipgayment of the debt. At such time as an eserof the option and a transfer of the
shares to the participant is deemed to have oatutne participant will be subject to federal inadtax, at ordinary income rates, on an
amount equal to the excess of the then fair masrkete of the shares over (a) the purchase prickas (b) any amounts paid before the
deemed exercise of the option denominated as siteneler the loan to purchase such shares. The &ongenerally will be entitled to a
federal income tax deduction in the same amouthteatime the employee recognizes ordinary income.

After the shares are considered to have been iggusdant to the exercise of the option, the Compgmerally will recognize interest
income equal to interest payable on the loan aagd#nticipant may deduct the interest paid to Rter# of the participa’s investmen



income for the year. Investment interest that isdealuctible in a year may be carried over and diediin future years, subject to certain
limitations.

A participant’s basis in the shares for purposededérmining gain or loss upon a subsequent disposif the shares generally will be the
amount paid for the shares (including any intepedd treated as option premium payments) plus agiyary income recognized by the
participant with respect to the shares, and any galoss on a subsequent disposition of the shaitegenerally be taxable as a capital gai
loss.

Securities Registration

The Company plans to register under the Secuiz®f 1933 the issuance of shares of stock urttePian. Accordingly, participants will
be able to sell shares issued under the Plan ateshares are released as collateral to repayntherlying loan and any other vesting and
holding periods are satisfied, subject to otheuiregnents of the Securities Act.

Equity Compensation Plan Information

The following table summarizes, as of December2BD5, information about compensation plans undectwlquity securities are authorized
for issuance.

Number of shares remaining

Number of shares to be Weighted-average available for future issuance
issued upon exercise of exercise price of under equity compensation
outstanding options, outstanding options, plans (excluding securities
warrants, and rights warrants, and rights reflected in column (a))
Plan category (a) (b) (c)
Equity compensation plans
approved by shareholde 0 $ 0 1,973,52
Equity compensation plans not
approved by shareholde 0 $ 0 0
Total 0 $ 0 1,973,521

@) Includes 965,427, 62,642, and 945,457 shares as@iaCommon Stock remaining available for futusai@nce under the Nelnet, Inc.
Restricted Stock Plan, Nelnet, Inc. Directors StGoknpensation Plan, and Nelnet, Inc. Employee SRarehase Plan, respective

Recommendation of the Board of Directors

The Board of Directors has unanimously approvedlaa, and unanimously recommends that the Compareholders vote “FOR”
approval of the Plan.

PROPOSAL 4 - AMENDMENT TO ARTICLES OF INCORPORATION TO INCREASE THE NUMBER OF AUTHORIZED
SHARES OF CLASS B COMMON STOCK FROM 15,000,000 SHARES TO 60,000,000 SHARES TO ALLOW FOR FUTURE
STOCK SPLITS

Background

The Company'’s articles of incorporation currenttgypde that the Company has authority to issuaa td 615,000,000 shares of common
stock, par value $0.01 per share. The common ssodivided into two classes consisting of 600,000,8hares of Class A common stock and
15,000,000 shares of Class B common stock.

25

As of March 27, 2006, there were 40,412,941 shaff€dass A common stock and 13,942,954 sharesaf9d common stock issued and
outstanding. The outstanding shares of Class A acomstock are listed for trading on the New Yorkckt&xchange. The outstanding shares
of Class B common stock, which differ from the gsaof Class A common stock primarily in that thédkees of Class B common stock are
entitled to ten votes per share and holders ofsCdasommon stock are entitled to one vote per sbarall matters submitted to a vote of
shareholders, are beneficially owned by Michadd@lap and Stephen F. Butterfield, the Co-CEOfhefGompany and members of the
Board of Directors.

Since the Company’s initial public offering of searf Class A common stock in December 2003, thdkeh#rading price for shares of Class
A common stock as reported on the New York StockHarge has increased from $21.00 per share to%Sp&rGshare as of March 31, 2006.
Depending on market trading prices for shares af€A common stock in the future and other fadttasthe Board of Directors m



determine to be appropriate, such as the levdlguitlity and accessibility of the shares of Cldssommon stock to both institutional and
individual shareholders, the Board of Directors rimathe future wish to declare a stock split wiglspect to the shares of Class A common
stock. However, the articles of incorporation pda/that shares of Class A common stock may notibdigded in any manner unless the
shares of Class B common stock are subdividedeirséime manner and proportion. Therefore, sincetheauthorized number of shares of
Class B common stock is 15,000,000 shares and Msaiah 27, 2006 there are 13,942,954 shares os@ammon stock issued and
outstanding, the Company cannot currently accomglisignificant stock split for the shares of Classommon stock.

Description of Proposed Amendment
The Board of Directors has approved an amendme®édtion 4.1 of Article IV of the Company’s artislef incorporation to:
« increase the number of shares of Class B commahk #tat the Company has authority to issue frond@%000 to 60,000,000; and

» prohibit the issuance of additional shares of CBasemmon stock after May 25, 2006 without shardaphpproval, except for shares
of Class B common stock issued in connection witlelssplits, stock dividends, and other similartrilisitions.

The complete text of the proposed amendment isidied in the form of Articles of Amendment to then@any’s Second Amended and
Restated Articles of Incorporation attached to ghitxy statement as Appendix B. If the amendmeapjzroved by the shareholders, the
Articles of Amendment in substantially the samenrfas set forth in Appendix B will be filed with tiNebraska Secretary of State and bec
effective on the date of such filing.

Purpose and Effects of the Proposed Amendment

The purpose of the proposed amendment is to inetdastotal number of authorized shares of ClassrBmon stock to allow the Board of
Directors the flexibility to declare a future stogliit, stock dividend, or similar distribution fehares of Class A common stock if the Board
of Directors determines that such stock split, lsigidend, or similar distribution is in the bésterests of the Company and its shareholders.
Any future stock split, stock dividend, or simildistribution would need to be accomplished for ebaf both Class A common stock and
Class B common stock on a proportionate basis.pftyeosed amendment would prohibit any issuancelditianal shares of Class B

common stock after May 25, 2006 without sharehodggaroval, except for shares of Class B commorkstsued in connection with stock
splits, stock dividends, and other similar disttibns. The proposed amendment would not changeutmer of authorized shares of Class A
common stock or preferred stock.

The Board of Directors does not currently have @gifynite plans to declare a stock split, stockdkwid, or similar distribution, but believes
that it is desirable to have the flexibility to kle to do so in the future if the Board determities such action would be in the best interests
of the Company and its shareholders. The Compaayg dot have any current plans, proposals, or aeraagts, written or otherwise, to issue
additional shares of Class A common stock or GBassmmon stock, except for the shares of Classrnecon stock contemplated for
issuance under the Compasgxisting Directors Stock Compensation Plan, EygddShare Purchase Plan, and Restricted Stockd®idrthe
Employee Stock Purchase Loan Plan set forth aparate proposal for shareholder approval in thisyistatement. Any future issuances of
common stock will remain subject to separate stadeh approval if required under the Company’scéati of incorporation, Nebraska
corporate law, and/or the New York Stock Excharngte standards.

The additional number of shares of Class B comntackgo be authorized under the proposed amendwamtl have the same rights and
privileges as the currently authorized shares as€B common stock. A description of both the Classmmon stock and the Class B
common stock is set forth immediately below.

Description of Class A Common Stock and Class B Camon Stock
Voting Rights

Holders of Class A common stock are entitled towote per share and holders of Class B common sicekentitled to ten votes per share on
all matters submitted to a vote of shareholdersefkas otherwise required by law, Class A comntocksand
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Class B common stock shall vote as a single clasdlanatters to be voted on by the shareholdeith We approval of a majority of the
shares of Class B common stock, voting separatelyadass, the Company may lower the number obvyme share that each share of Cla
common stock shall be entitled to have.

Dividends



Holders of common stock are entitled to receivabigtdividends payable in cash, in stock, or oth&ewas and when declared by the Boau
Directors out of assets legally available theredabject to any preferential rights of any outstaggreferred stock. The articles of
incorporation provide that the Company has authdoiissue 50,000,000 shares of preferred stockyagdae $0.01 per share. The Board of
Directors may fix the relative rights and preferenof each series of preferred stock in a resaludfdhe Board of Directors. No shares of
preferred stock have been issued by the Company.

Conversion

Each share of Class B common stock is, at the mtiche holder thereof, convertible into one stafr€lass A common stock at any time.
Each share of Class B common stock shall autontigtiza converted into one share of Class A comnmntooks without any action by the
Company or further action by the holder thereofruthe transfer of such share, other than thevatig transfers:

« to any other holder of Class B common stock orféiliaée of a holder of Class B common stock, whiublder is a natural person or a
“business organizatic’ as defined in the articles of incorporatir

* to a spouse, sibling, parent, grandparent, or delsce, whether natural or adopted, of a holderla§€B common stock;
* to a trust for the sole benefit of:

— a holder of Class B common stock who is a natuzedqn;

— a spouse, sibling, parent, grandparent, or dese¢ndbether natural or adopted, of a holder of EBE£ommon stock; and/or

— a charitable foundation or other organization diggliunder Section 501(c)(3) of the Internal ReveQode of 1986;

* by will to:
— a spouse, sibling, parent, grandparent, or deseg¢ndbether natural or adopted, of a holder of EBs£ommon stock;
— a charitable foundation or other organization diggliunder Section 501(c)(3) of the Internal ReveQode of 1986; or
— to a trust as described above;
» pursuant to the laws of descent and distributioa $pouse, sibling, parent, grandparent, or descenethether 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; or

to the Company.

Notwithstanding the foregoing, Class B common stltil automatically convert into Class A commarcktupon any transfer pursuant t
divorce or separation agreement or order. For mapof the above, the term “affiliate” means, wébpect to any business organization, any
natural person, or business organization thatctyrer indirectly through one or more intermedég;i controls, or is controlled by, or is under
common control with, such business organization.

In the event that at any time the shares of ClassrBmon stock outstanding constitute less than 60D#te 14,023,454 shares of Class B
common stock outstanding on December 10, 2003]dke of the final prospectus relating to the Comyfsaimitial public offering, each
remaining share of Class B common stock outstanstirad) automatically be converted into one shar€laés A common stock.
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Other Rights and Restrictions

On liquidation, dissolution, or winding up of the@pany, after payment in full of the amounts reggito be paid to the holders of any
outstanding preferred stock, all holders of commsimtk are entitled to receive ratably any assedflable for distribution to holders of
common stock after the payment of all of the Cony’s debts and other liabilities. No shares of comistook have preemptive rights



purchase additional shares of common stock. Thesjigreferences, and privileges of holders of comstock will be subject to and may be
adversely affected by the rights of holders of praferred stock that may be issued in the future.

The Companys articles of incorporation provide that the numbieauthorized shares of Class A common stock as€£B common stock m

be increased or decreased (but not below the nuailsrares thereof then outstanding) by the affiiveasotes of the holders of a majority in
voting power of the stock of the Company entitleddte thereon irrespective of any provision of Nebraska Business Corporation Act, and
no vote of the holders of the Class A common stwdke Class B common stock voting separately@dass shall be required therefore. The
Nebraska Business Corporation Act provides for isgpavoting group entitlement in such situationsnl of the Class A common stock
Class B common stock may be subdivided, consolijaézlassified, or otherwise changed in any mannkass the other class is subdivided,
consolidated, reclassified, or otherwise changdtiérsame manner and proportion.

The Company'’s articles of incorporation providettha shares of Class A common stock or Class B comstock have preemptive rights to
purchase additional shares.

Interests of Directors and Executive Officers in tie Proposed Amendment

As discussed above, all of the currently issuedauistanding shares of Class B common stock arefioéily owned by Michael S. Dunlap
and Stephen F. Butterfield, the Co-CEOs of the Camgand members of and nominees foelexstion to the Board of Directors. Although
issuance of additional shares of Class B commarkstoMessrs. Dunlap and Butterfield in any futateck split facilitated by the proposed
amendment would increase the number of sharesass@® common stock held by Messrs. Dunlap and Bietth it would not increase their
relative voting power since any stock split muselbbeomplished on a proportionate basis with thedrslof Class A common stock, and
Messrs. Dunlap and Butterfield would receive na&xt special benefits from a stock split not stiame a proportionate basis by all holders
of Class A common stock and Class B common stock.

Recommendation of the Board of Directors

The Board of Directors has unanimously approvedtbposed amendment, and unanimously recommentthéh@ompany’s shareholders
vote “FOR” approval of the proposed amendment ¢oQbmpany’s articles of incorporation to incredsenumber of authorized shares of
Class B common stock to allow for future stocktspli

OTHER SHAREHOLDER MATTERS
Householding

The Securities and Exchange Commission has appeveleé concerning the delivery of annual reponis proxy statements that permits a
single set of these reports to be sent to any alat which two or more shareholders residedf/thppear to be members of the same
family. Each shareholder continues to receive arsgp proxy card. This procedure, referred to aséleolding, reduces the volume of
duplicate information shareholders receive andc¢edumailing and printing expenses. A number of érage firms have instituted
householding. Shareholders that received a sirggg of the annual report or proxy statement andhwisreceive separate copies in the future
may submit a written request to: Nelnet, Inc., Ealith 130 St., Suite 201, Lincoln, Nebraska 68508, Attentiorporate Secretary.
Shareholders who received separate copies of thehreport or proxy statement that wish to receisingle copy in the future may also
contact us to request delivery of a single copy.

Other Business

On the date of mailing this Proxy Statement, tharBaf Directors has no knowledge of any other enatthich will come before the Annual
Meeting other than the matters described hereiweyer, if any such matter is properly presentetti@iAnnual Meeting, the proxy solicited
hereby confers discretionary authority to the peexp vote in their sole discretion with respeciioh matters, as well as other matters
incident to the conduct of the Annual Meeting.

Shareholder Proposals for 2007 Annual Meeting

Shareholder proposals intended to be presentéd 2007 Annual Meeting of Shareholders, set for l2Zky2007, must be received at the
Company’s offices at 121 South ©&treet, Suite 201, Lincoln, Nebraska 68508, AtemtiCorporate Secretary, on or before December 25,
2006, to be eligible for inclusion in the Compan2G07 proxy materials. The inclusion of any suabppisal in such proxy material shall be
subject to the requirements of the proxy rules setbpnder the Securities Exchange Act of 1934n@naed (the “Proxy Rules”). The
submission of a shareholder proposal does not gtesrahat it will be included in the Company’s Br@&tatement.
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A shareholder may otherwise propose business fwideration or nominate persons for election toBbard of Directors, in compliance w



federal proxy rules, applicable state law, and okbgal requirements and without seeking to haeepttoposal included in the Company’s
Proxy Statement pursuant to the Proxy Rules. Thagamy’s By-Laws provide that the Secretary of tlienany must receive any such
proposal or nominations for the Company’s 2007 AaiiMieeting by February 23, 2007 (90 days before20@7 Annual Meeting date). The
notice must contain the information required by @mmpany’s By-Laws. A proxy may confer discretignauthority to vote on any matter at
a meeting if the Company does not receive notidh@imatter within the time frame described abdveopy of the Company’s By-Laws is
available at the Company’s Web site at www.nelnetitors.netinder “Governance” — “Corporate Documents’is available upon request
Nelnet, Inc., 121 South Ih Street, Suite 201, Lincoln, Nebraska 68508, At@ntCorporate Secretary. The Chairman of the mgetiay
exclude matters that are not properly presentadd@ordance with these requirements.

MISCELLANEOUS

The information referred to under the captions “GORATE PERFORMANCE,” “REPORT OF THE BOARD COMPENSI®N
COMMITTEE,” and “REPORT OF THE BOARD AUDIT COMMITTE” (to the extent permitted under the Securities &c1933 (the
“1933 Act)) (i) shall not be deemed to be “solicg material” or to be “filed” with the Securitiesxd Exchange Commission or subject to
Regulation 14A or the liabilities of Section 18tbé Securities Exchange Act of 1934 (the “1934 Aahd (ii) notwithstanding anything to
the contrary that may be contained in any filingtthy Company under the 1934 Act or the 1933 Adtll stot be deemed to be incorporater
reference in any such filing.
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Appendix A

NELNET, INC.
EMPLOYEE STOCK PURCHASE LOAN PLAN

1. _Purpose
The purpose of the Nelnet, Inc. Employee Stock Ifage Loan Plan is to advance the interests of Nehe and its shareholders by
providing a means for selected employees of Nelnet,and its subsidiaries and affiliates upon vehjpslgment, initiative and efforts the

continued success, growth and development of Ndimetis dependent to increase their ownershighafes of Nelnet, Inc. Class A
common stock.

2. Definitions.
For purposes of the Plan, the following terms shaltiefined as set forth below:

a. “ Affiliate ” means any entity other than the Company andutssiliaries that is designated by the Board oChmmittee as a
participating employer under the Plgmpvided, howeverthat the Company directly or indirectly ownseddt 20% of the
combined voting power of all classes of equityiests of such entity or at least 20% of the owriprstierests in such entit

b. *“ Award” means an award of a stock purchase loan grantad Eligible Employee under the Plan.
c. “ Board” means the Board of Directors of the Company.
d. “ Broker” means a single stock brokerage institution appdayy the Board or the Committee.

e. “ Committe€ means the Compensation Committee of the Boarduoh other Board committee (which may includeethgre
Board) as may be designated by the Board to adieirtise Plan

f. “ Company means Nelnet, Inc., a Nebraska corporation, arydsaiccessor corporation.

g. *“ Eligible Employe€ means an employee of the Company, a Subsidiaandkffiliate; provided, howeverthat in accordance
with Section 402 of the Sarbanes-Oxley Act of 266Zmployee who is an “executive officer” of thengmany, as such term is
defined in Rule 3-7 under the Exchange Act, or a member of the Behadl be eligible to participate in the Pl

h. “ Exchange Act means the Securities Exchange Act of 1934, amdegtfrom time to time. References to any provisibthe
Exchange Act shall be deemed to include successwisions thereto, and the rules and regulatioospitgated thereunde

i. “Libor” means the London interbank offered rate for dépas U.S. dollars with a certain maturity date,mublished or quoted
from time to time

j-  “ Loan” means an interest-bearing loan by the ComparmyRarticipant for the purchase of Shares, as ésfiabl by written loan



documentation between the Participant and the Compiacluding a Stock Purchase Loan Agreement,asmaore Promissory

Notes and a Stock Pledge Agreement. The Compartiydgmaand repayment of each Loan in accordance tivéhierms of th
Related Stock Purchase Loan Agreement and Promibkxies for such Loar

“ Participant” means an Eligible Employee who is selected by the@ittee, in its sole discretion, to receive an Advander th
Plan and who has elected to participate in the BYagxecuting and delivering a Stock Purchase Logmeement. In selecting an
Eligible Employee to participate in the Plan, then@nittee may take into account the nature of tineices rendered by the

individual, his or her present and potential cdmittions to the success of the Company, and sueh tabtors as the Committee,
in its sole discretion, may deem releve

“ Plan” means this Nelnet, Inc. Employee Stock PurchasanlPlan, as it may be amended from time to time.

“ Prime Raté’ means the average prime rate of interest permanwitthe largest commercial banks as publishedhbeyall
Street Journal from time to tim
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3.

b.

“ Promissory Noté means a promissory note executed by a Participdfiatvor of the Company for the full amount of the
purchase price of Shares purchased pursuant toc Burchase Loan Agreement, including interesttferterm of the Loar

“ Shares’ means shares of Class A common stock, $.01 daevyzer share, of the Company.

“ Stock Pledge Agreemeénineans a stock pledge agreement executed by @ipant in favor of the Company, whereby the
Participant pledges the Particip’s Shares purchased under the Plan as securitggfayment of the Loal

“ Stock Purchase Loan Agreemé&mieans a stock purchase loan agreement betweartiaipant and the Company, whereby the

Participant agrees to borrow money from the Comparpurchase Shares in accordance with the terchpravisions of the
underlying Award as determined by the Commit

“ Subsidiary’ means any entity (other than the Company) in@loroken chain of entities beginning with the Compémeach of

the entities (other than the last entity in theroikbn chain) owns shares possessing 50% or mdhe @btal combined voting
power of all classes of equity interests in onéhefother entities in the cha

Administration

a.

Vi.

Vii.

viii.

Authority of the Committee The Plan shall be administered by the Commitiad,the Committee shall have full and final auttyori
to take the following actions, in each case sulijeeind consistent with the provisions of the P

to select Eligible Employees to whom Awards maygtented;

to designate Affiliates;

to determine the number of Awards to be granteglntimber of Shares to which an Award may relateathounts of Loans to

be made pursuant to Awards, the terms and condittbany Award (based in each case on such coasioes as the Committ
shall determine in its discretion), and all otheattars to be determined in connection with an Ay

to determine whether, to what extent, and undert wineumstances an Award may be canceled, forfeérdhanged, or
surrenderec

to prescribe the form of each Stock Purchase Lagnedment, Promissory Note and Stock Pledge Agregmvbich need not be
identical for each Participar

to adopt, amend, suspend, waive, and rescind sieh and regulations and appoint such agents &dimmittee may deem
necessary or advisable to administer the F

to correct any defect or supply any omission oonede any inconsistency in the Plan or any otteaudnent or agreement
hereunder and to construe and interpret the Pldrmay Award, rules and regulations, any documerdgeagent or other

instrument hereunder, in the manner and to thenestte Committee deems desirable to carry out dneirgistration of the Plan;
and

to make all other decisions and determinations @&g lme required under the terms of the Plan or@S€timmittee may deem
necessary or advisable for the administration efRlan.

Manner of Exercise of Committee Authoritfhe Committee shall have sole discretion in egarg its authority under the Plan. A



action of the Committee with respect to the Plaalldie final, conclusive, and binding on all perspincluding the Company,
Subsidiaries, Affiliates, Eligible Employees, amgrgon claiming any rights under the Plan from oodlgh any Eligible Employee
and shareholders of any of the foregoing. The esgpgeant of any specific power to the Committeé, thve taking of any action by
the Committee, shall not be construed as limitimg @ower or authority of the Committee. The Comedtimay delegate to other
members of the Board or officers or managers ofthmpany or any Subsidiary or Affiliate the authgrsubject to such terms as
Committee shall determine, to perform administefinctions with respect to the Pl

c. Limitation of Liability . Each member of the Committee shall be entitlethtgood faith, rely or act upon any report oresth
information furnished to him or her by any offiaarother employee of the Company or any Subsidiaiffiliate, the Company’s
independent certified public accountants or othiefgssional retained by the Company to assistérattministration of the Plan. No
member of the Committee, and no officer or employfethe Company acting on behalf of the Commitsdall be personally liable
for any action, determination, or interpretatioketa or made in good faith with respect to the Péam all members of tt
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Committee and any officer or employee of the Comypasting on their behalf shall, to the extent pétaai by law, be fully
indemnified and protected by the Company with resfmany such action, determination or interpreta

4. Total Loans Available and Total Shares Reservedsirance

a. Total Loans Available The total amount of all Loans that may be extdrgethe Company to Participants under the Plafi sbia
exceed $40,000,000. The Committee shall in itsrétsmn determine with respect to each Stock Puehasn Agreement to be
executed under the Plan whether the Shares torohgmed by the Participant under such Stock Puedhaan Agreement shall be
purchased (i) from previously issued and outstam&ihares in the open market through a Broker afneg market prices at the
time of purchase, subject to any conditions oriegins on the timing, volume or prices of purabmas determined by the
Committee and set forth in the Stock Purchase l&geement; or (i) directly from the Company fromtlaorized and unissued
Shares reserved for issuance under the Plan pargsu8action 4(b) herec

b. Total Shares Reserved for Issuan&aibject to adjustment as provided in Section Hécof, the total number of Shares reserved for
issuance in connection with Stock Purchase Loarégents under the Plan shall be 1,000,

c. Adjustments in Capitalizationin the event that the Committee shall determtia¢ &ny dividend in Shares, recapitalization, Share
split, reverse split, reorganization, merger, ctidation, spin-off, combination, repurchase or gh@xchange, or other similar
corporate transaction or event, affects the Shaurels that an adjustment is appropriate in ordereéwent dilution or enlargement of
the rights of Eligible Employees and Participarniger the Plan, then the Committee shall make sgahable changes or
adjustments as it deems appropriate and, in sucimenas it may deem equitable, adjust any or ah@humber and kind of shares
which may thereafter be issued under or otherwibgest to the Plan. In addition, the Committeeutharized to make appropriate
and proportionate adjustments in the terms andittond of any Award, agreement or document undertan in recognition of
unusual or non-recurring events (including, withlbuitation, events described in the preceding esece) affecting the Company or
any Subsidiary or Affiliate or the financial statents of the Company or any Subsidiary or Affiliadejn response to changes in
applicable laws, regulations, or accounting prilespThe Committee may take the foregoing actioitisout the consent of any
Participant, and the Commit’'s determination in such matters shall be concluaingebinding on all persons for all purpos

5. Notices of Awards and Election to Particip.

a. Notice of Award. At such times as the Committee shall determime Gommittee may send a written notice of an Awaran
Eligible Employee selected by the Committee toipigate in the Plan. Such notice shall set forthh@ Loan amount that the
Company will extend to such person and/or the nurob8hares which may be purchased pursuant téweed, and (ii) the other
principal terms and conditions of the Award, thehand the purchase of Shares in connection thitrewidetermined by the
Committee.

b. Election to ParticipateAn Eligible Employee who has received a noticamfAward may elect to participate in the Plan by
completing, executing and delivering to the Compar8tock Purchase Loan Agreement, one or more Bsonyi Notes and a Stock
Pledge Agreement, in such forms and with such temmasconditions as determined by the Committee sact other agreements or
instruments as may be determined to be necessagpoopriate by the Committee for participatiortia Plan. Participation in the
Plan by an Eligible Employee selected by the Cottemito participate in the Plan shall be voluntand such participation shall not
be a condition of employment of the Eligible Eme)

6. Specific Terms of Loans and Share Purchases

a. General Awards may be granted on the terms and conditienh$orth in this Section 6. In addition, the Coittee may impose on
any Award, at the date of grant or thereafter @citjo Section 8(d) hereof), such additional teamd conditions, not inconsistent
with the provisions of the Plan, as the Committegietermine. All Stock Purchase Loan Agreemertemissory Notes, Stock
Pledge Agreements and other agreements and documeartuted in connection with the Plan shall be fiorm approved by the



Committee and shall contain such terms and comditinot inconsistent with the Plan, as the Commgtsall determine in its sole
discretion;provided, howeve, that each such agreement or document shall jectub the terms of the Pla

Non-Recourse LoansUnless otherwise determined by the Committee véifipect to a particular Loan, each Loan may be non
recourse to the Participant with respect to repayjragall or a portion of the principal amount, lvthe repayment of the principal
amount to be secured by a pledge of the Sharebgsed by the Participant pursuant to such Loan pagment of interest on each
Loan shall be subject to recourse to the Partitij
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7.

8.

Interest. Each Loan shall bear interest at a reasonal#eofahterest which is intended to reflect the Camgs cost of funds. Such
rate may be based on LIBOR or the Prime Rate andb@adjusted from time to time pursuant to theteof the related Promissory
Note.

Term. Each Loan shall be due and payable as provid#deeiprovisions of the related Promissory Note. T of a Promissory
Note shall not exceed a period of ten yeprovided, howeverthat the Committee, in its discretion, may extdralterm of a
Promissory Note for up to a total of two yes

Purchase of Shares with Loan Proceedach Participant shall use the proceeds fromamlto purchase Shares pursuant to the terms
and conditions of the related Stock Purchase Logmeément, and proceeds from the Loan shall be disbudirectly to the Broker or
the Company, as the case may be, for the purcticgaoes on behalf of the Participant. Any suctcpases effected by a Broker in
the open market shall comply with all applicabldaincluding all applicable provisions of the Eaalge Act, subject to any other
conditions or restrictions on the timing, volumepoices of purchases as determined by the Comnuttdge Company. Any such
purchases from the Company shall be for the fainketasalue of such Shares as determined by the Gesnin good faith. Shares
purchased by Participants under the Plan may lmeeed in such manner as the Committee shall digterif certificates are used

to evidence Shares purchased by a Participant thelétlan, the Company shall retain physical passe®f the certificates in
accordance with the terms and conditions of thetedl Stock Pledge Agreeme

Pledge of Shares Purchaseik security for repayment of a Loan, a Partictsrall effect a pledge of all Shares purchasethéy
Participant pursuant to the Loan by deliveringht® Company a properly executed Stock Pledge Agneeimsuch form and with
such terms and conditions as approved by the Cdeer

Restrictions on Sharesn addition to restrictions under the Stock Pedgreement, Shares purchased pursuant to a Loghena
subject to such restrictions on transferability atfter restrictions, if any, as the Committee nmgadse in the Stock Purchase Loan
Agreement or other agreements or documents exeutethnection therewith, which restrictions mayda separately or in
combination at such times, under such circumstaracesin such installments or otherwise, as the i@ittee may determine

Rights of a ShareholdeExcept to the extent restricted under the Stagkliase Loan Agreement or other agreements or deratsm
executed in connection therewith, a Participant whxchases Shares under the Plan shall have thkafghts of a shareholder with
respect to the Shares purchased under the Plaming| without limitation, the right to vote the @lbs and the right to receive
dividends thereor

Dividends. Any cash dividends paid by the Company on Shglesdged as security for repayment of a Loan staihimediately

applied to repay the Loa

Other Provisions Applicable to Awards

a.

Nontransferability. Unless otherwise set forth by the Committee 8tack Purchase Loan Agreement, an Award shall @ot b
transferable by a Participant except by will or ldn@s of descent and distribution (except purstat written beneficiary designati
in form and substance acceptable to the CommitiEe&ept as otherwise provided in a Stock PurchasalAgreement or Stock
Pledge Agreement, a Participant’s rights undeiPfa@ may not be pledged, mortgaged, hypothecatextherwise encumbered, and
shall not be subject to claims of the Partici|'s creditors

Noncompetition and Other Restrictic. The Committee may, by way of a Stock Purchasenl&greement or otherwise, establish
such restrictions and/or limitations, if any, ashall determine in its discretion with respecatty Award, provided that such
restrictions and/or limitations are not inconsisteith the Plan. Such restrictions may include hwiit limitation, the requirement tt
the Participant not engage in competition with@wenpany or any Subsidiary or Affiliat

Provisions for Termination of Employment or Chang€ontrol. The Committee may, by way of a Stock Purchasell&greement
or otherwise, establish such terms and conditisrisshall determine in its discretion with respiecthe effect on any Award or Loan
of the termination of employment of the Participanthe change of control, merger, sale of subistiyntll assets or similar
transaction with respect to the Compas

General Provisions




Compliance with Legal and Trading Requiremenfhe Plan, the granting of Awards by the Compaimy making of Loans by the
Company, the purchase of Shares by Participansipat to Loans, and the other obligations of then@any under the Plan and any
Award, shall be subject to all applicable fedestdte and foreign laws, rules and regulations tarstich approvals by any regulatory
or governmental agency as may be required. The @oypn its discretion, may postpone the makingmf Loan until completion

of such stock exchange or market system listinggistration or qualification of the Shares to lbeghased with such Loan
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other required action under any state or fedeval tale or regulation as the Company may consiger@priate, and may require &
Participant to make such representations and tusush information as the Company may considerggate in connection with
the purchase of Shares by the Participant in c@npé with applicable laws, rules and regulatiors prbvisions of the Plan shall
interpreted or construed to obligate the Compamggister any Shares under federal, state or foldeiy. The Company shall not be
required to make any Loan to a Participant if mglsach Loan would cause the Company to be in vislaif any covenant or other
similar provision in any indenture, loan agreemenpther agreemer

No Right to Continued Employme. Neither the Plan, nor any document or agreemexgumder, shall be construed as giving any
employee the right to be retained in the emplothefCompany or any of its Subsidiaries or Affilgtaor shall it interfere in any w
with the right of the Company or any of its Subariis or Affiliates to terminate any employee’s ésgment at any time, with or
without cause

Taxes. The Company or any Subsidiary or Affiliate istaarized to withhold from any Loan, or any payrallather payment to a
Participant, amounts of withholding and other tatked may be due in connection with any transadtienlving a Loan or the
purchase of Shares pursuant to such Loan, an#técstech other action as the Committee may deensaiole to enable the Company
and Participants to satisfy obligations for therpant of withholding taxes and other tax obligatioglsting to any Loan or related
transaction. This authority shall include authotdywithhold or receive Shares or other property enmake cash payments in res
thereof in satisfaction of a Participant’s tax ghtions;provided, howeverthat the amount of tax withholding to be satidfigy
withholding Shares shall be limited to the minimamount of taxes, including employment taxes, reguio be withheld under
applicable federal, state, local and foreign |

Amendments to the Plan and Awardghe Board may amend, alter, suspend, discontinterminate the Plan or the Committee’s
authority to grant Awards under the Plan at anyetand for any reason, and without the approvabosent of the shareholders of
Company or Participants, except that any such amentior alternation shall be subject to the apdroithe Company’s
shareholders to the extent such shareholder apgpsoreqjuired under any applicable law or regulatio under the rules of any stock
exchange or automated quotation system on whicBliages may then be listed or quotedhvided, howeverthat no such action
shall materially adversely affect the rights origations of a Participant under an outstanding Aln@rLoan without the consent of
the affected Participant or holder or beneficidmgreof. The Committee may waive any conditionsgirts under, or amend or alter
any terms of, an Award or Loan theretofore granpedspectively or retrospectivelgrovided, howevethat without the consent of a
Participant, no amendment or alteration of any Al@rLoan may materially adversely affect the rigbt such Participant under
such Award or Loan theretofore granted to suchi¢jaaint.

No Rights Until Agreements Executed; No Rights har8holders Until Shares Purcha. No Eligible Employee or any other pers
shall have any right or claim to participate in Blan or have any other rights under the Plan grfamard unless and until such
person is selected by the Committee to becometeipant in the Plan and such person executes alinkds to the Company, and
the Company accepts from such person, a Stock 8sedtoan Agreement, one or more Promissory Notés &tock Pledge
Agreement. There shall be no obligation on the pitthe Company for the uniformity of treatmenttdifgible Employees or
Participants under the Plan. Nothing in the Plaaryr document in connection therewith shall coonfeany Eligible Employee or
Participant any of the rights of a shareholdethef €Company unless and until Shares are duly puedhag a Participant in accordal
with the terms of a Stock Purchase Loan Agreen

Nonexclusivity of the Pla. Neither the adoption of the Plan by the Boarditsosubmission to the shareholders of the Compamny
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 afihkcable generally or only in specific cas

Not Compensation for Benefit Pla. No Award under the Plan shall be deemed salacpmpensation for the purpose of computing
benefits under any benefit plan or other arrangeémfthe Company for the benefit of its employeakess the Company shall
determine otherwist

No Fractional Share. Unless otherwise determined by the Committedyamdional Shares shall be purchased by a Partitipa
pursuant to the Plan or any Award. The Committeg deermine in its discretion whether any fractidBlares which might
otherwise result from the provisions of the Plamwy rights thereto shall be forfeited or otherwaminated.

Governing Law. The validity, construction, and effect of theRlany rules and regulations relating to the Pdaud, any agreement,
document or other instrument hereunder shall beraeted in accordance with the laws of the Statdaifraska, without giving

effect to principles of conflict of laws there:



j-  Severability. If any provision of the Plan is or becomes aéemed to be invalid, illegal or unenforceablerig mrisdiction or woul
disqualify the Plan under any law deemed applichplthe Committee, such provision st
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be construed and deemed amended to conform tacapf@ilaws, or if it cannot be so construed or desbamended without, in the
determination of the Committee, materially alterihg purpose or intent of the Plan, such provisiaall be stricken as to such
jurisdiction, and the remainder of the Plan shedhain in full force and effec

k. No Trust or Fund Create. Neither the Plan nor any document or agreemenetuineler shall create or be construed to creatgsadr
separate fund of any kind or a fiduciary relatiagpdietween the Company, a Subsidiary or an Aflliahd an Eligible Employee, a
Participant or any other persc

I. Effective Date; Termination DateThe Plan was adopted by the Board on March 306 2td shall be submitted to the shareholders
of the Company for approval. The Plan shall beceffective upon approval of the Plan by the sharmdrs! of the Company. The
Plan shall terminate as to future Awards or Loam¢he date which is ten years after the date owchwiie Plan becomes effecti

m. Titles and HeadingsThe titles and headings of the sections and stibss in the Plan are for convenience of referamdg. In the
event of any conflict, the text of the Plan, rattiemn such titles or headings, shall coni
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Appendix B

ARTICLES OF AMENDMENT TO
SECOND AMENDED AND RESTATED
ARTICLES OF INCORPORATION
OF NELNET, INC.

Pursuant to the provisions of the Nebraska Busi@esporation Act, the undersigned corporation asltip¢ following Articles of Amendme
to its Second Amended and Restated Articles ofrppa@tion:

1. The name of the corporation is Nelnet, Inc.

2. The following amendment to the Second Amended agstd®ed Articles of Incorporation was adopted teyghareholders of the
corporation in the manner prescribed by the Nelar&ksiness Corporation Ac

Section 4.1 of Article IV of the Second Amended &ubtated Articles of Incorporation shall be amehteread in its entirety as follows:

“4.1 Total Number of Shares of Stock. The total nends shares of capital stock of all classes thatGorporation shall have autho
to issue is 710,000,000 shares. The authorizedatapock is divided into (i) 50,000,000 shareprdferred stock, with par value of
$0.01 per share (the "Preferred Stock"); (ii) 6@MMO0 shares of Class A Common Stock (the "Cla&ofmmon Stock"), with par
value of $0.01 per share; and (iii) 60,000,000 shaf Class B Common Stock (the "Class B CommouokS}ipwith par value of $0.0
per share. The number of authorized shares of fithedreferred Stock, Class A Common Stock or CBa€ommon Stock may be
increased or decreased (but not below the numbsrases thereof then outstanding) by the affirneatiotes of the holders of a
majority in voting power of the stock of the Corption entitled to vote thereon irrespective of anyvision of the Nebraska Act now
or hereafter in effect, and no vote of the holddrthe Preferred Stock, the Class A Common StodkeiClass B Common Stock
voting separately as a class shall be require@ftberNone of the Class A Common Stock or ClassoBh@on Stock may be
subdivided, consolidated, reclassified or otherwisanged in any manner unless the other clasbdidded, consolidated,
reclassified or otherwise changed in the same nraareb proportion. Except for shares of Class B Comi®tock issued in connection
with stock splits, stock dividends and other simdatributions, the Corporation shall not issuditidnal shares of Class B Common
Stock after May 25, 2006 unless approved by thengdtive votes of the holders of a majority in vatipower 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 ComBtok or the Class B Common Stock voting separatelg class shall be required
therefor.”

3. The date that the amendment as set forth abovadased was May 25, 2006.

4. The number of shares of the corporation’s capttallsoutstanding at the time of adoption of thevabamendment was
[ ] shares of Class A Common Stock &nd ] shares of Class B Common Stock; the number of votes



entitled to be cast by the holders of shares c§<ChaCommon Stock wds ] and the number of votes entitled to be
cast by the holders of shares of Class B CommockStas| ] ; and the number of votes of each voting group
indisputably represented at the meeting of shadehslheld on May 25, 2006 to approve the amendmasi ] with
respect to the shares of Class A Common StocK and ] with respect to the shares of Class B Common StHoé.total
number of undisputed votes cast for the amendmeatabh voting group wds ] with respect to shares of Class A
Common Stock anfl ] with respect to shares of Class B Common Stock.ntimeber of votes cast for the amendment
by each voting group was sufficient for approvaltigt voting group

Dated as of the 25th day of May, 2006.

NELNET, INC.

By:

Michael S. Dunlap, (-Chief Executive Office
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THIS PROXY WILL BE VOTED AS DIRECTED, OR IN NO DIRE CTION IS INDICATED, WILL BE VOTED “FOR” THE ELECTIO N OF ALL Please [1]
NOMINEES FOR DIRECTOR LISTED IN THIS PROXY AND FOR PROPOSALS 2, 3 AND 4. Mark Here

for Addres:

Change or
Comments
SEE
REVERSE
SIDE

1. Election of Directors

Nominees
01 James P Abel 06 Arturo R. Moreno ITEM 2 — RATIFICATION OF APPOINTMENT OF KPMG LLP AS FOR AGAINST ABSTAII
02 Don R. Bouc 07 Brian J. O’Connor INDEPENDENT AUDITORS [1] [1] [1]
03 Stephen E. Butterfie 08 Michael D. Reardon
04 Michael S. Dunlap 09 James H. Van Horn
05 Thomas E. Henning
ITEM 3 — APPROVAL OF EMPLOYEE STOCK PURCHASE LOAN FOR AGAINST ABSTAII
FOR WITHHOLD AUTHORITY PLAN FOR COMPANY LOANS OF UP TO A TOTAL OF $40,0@D0 [1] [1] [1]
ALL TO VOTE FOR ALL TO SELECTED EMPLOYEES FOR THE PURCHASE OF SHARES
[1] [1] OF CLASS A COMMON STOCK EITHER IN THE OPEN MARKETRO
DIRECTLY FROM THE COMPANY, UNDER WHICH PLAN A TOTAL
OF 1,000,000 SHARES OF CLASS A COMMON STOCK ARE
RESERVED FOR ISSUANCE
For all, except withhold authority for the nominegesi list ITEM 4 — AMENDMENT TO ARTICLES OF INCORPORATION TO FOR AGAINST ABSTAII
below: (Write that nominee’s name in the space ioiex INCREASE THE AUTHORIZED NUMBER OF SHARES OF CLASS B [1] [1] [1]
below.) COMMON STOCK WHICH THE COMPANY MAY ISSUE FROM

15,000,000 SHARES TO 60,000,000 SHARES TO ALLOW FOR
FUTURE STOCK SPLITS

ChooseMLink SM for fast, easy and secure 2
online access to your future proxy mater
investment plan statements, tax documents
more. Simply log on ténvestor ServiceDirect®

at www.melloninvestor.com/isd where step-by-
step instructions will prompt you throu
enroliment.

This proxy confers discretionary authority to
proxies to vote on any other matters that
properly be presented at the meeting. As o
date of the accompanying proxy staterr
Nelnet management did not know of any o
matters to be presented at the meeting. If
other matters are properly presented at
meeting, this proxy will be voted in accorda



with the recommendations of Nel
management.

Signature gnatbre Date

Note: Please sign as name appears hereon. Joiet®wimould each sign. When signing as attorneygutae administrator, trustee
guardian, please give full title as such.

~FOLD AND DETACH HERE ~

PROXY

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS OF
NELNET, INC.

The undersigned hereby appoiM&hael S. Dunlap and Stephen F. Butterfield, aacheof them, with power to act without the othed
with power of substitution, as proxies and attorirejact and hereby authorizes them to represent atej &e provided on the other side
the shares of Nelnet, Inc. Class A Common Stoclclviiie undersigned is entitled to vote, and, inr thiscretion, to vote upon such ot
business as may properly come before the Annuatigeef Stockholders of the company to be held M8y 2006 at 8:30 a.m. Central Ti
or at any adjournment or postponement thereof, alithowers which the undersigned would possegeegent at the Meeting.

(Continued and to be marked, dated and signed, omé other side)

Address Change/Comments (Mark the correspondinghdke reverse side)

N FOLD AND DETACH HERE ”
You can now access your Nelnet, Inc. account online
Access your Nelnet, Inc. stockholder account onlieenvestor ServiceDirect® (ISD).

Mellon Investor Services LLC, Trasfer Agent for Net, Inc., now makes it easy and convenient tcgetnt information on your
shareholder account.

» View account status » View payment history for dividends
* View certificate history Make address changes

 View book-entry information » Obtain a duplicate 1099 tax form
Establish/change your PIN

Visit us on the Web at http://www.melloninvestormo
For Technical Assistance Call 1.877.978.7778 betw&am—7pm
Monday-Friday Eastern Time



