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Members of the Legislative Audit Committee:

This report contains the results of the financial audit of the College Savings Program
Funds of Collegelnvest as of June 30, 2005. The audit was conducted pursuant to
Section 2-3-103, C.R.S., which authorizes the State Auditor to conduct audits of the
departments, institutions and agencies of State government.

%WALA

Greenwood Village, Colorado
September 1, 2005

6399 8. Fiddler’s Green Circle
Suite 100
Greenwood Village, Colorado 80111

tel: (303) 779-5710 Member or

fax: (303) 779-0348
www.cliftoncpa.com Offices in 13 states and Washington, DC HL International



REPORT SUMMARY

COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
FINANCIAL AUDIT
FISCAL YEAR ENDED JUNE 30, 2005

Purpose and Scope

The Office of the State Auditor, State of Colorado, engaged Clifton Gunderson LLP to conduct
the financial audit of Collegelnvest College Savings Program Funds for the fiscal year ended
June 30, 2005. Clifton Gunderson LLP performed this audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States.

The purpose and scope of our audit was to express an opinion on Collegelnvest’s College
Savings Program Funds’ basic financial statements as of and for the fiscal year ended June 30,
2005.

Audit Opinions and Reports

We expressed an unqualified opinion on Collegelnvest’s College Savings Program Funds’ basic
financial statements, as of and for the fiscal year ended June 30, 2005.

Summary of Key Findings and Recommendations

There were no findings or recommendations for the years ended June 30, 2005 and 2004.



Required Communication

Significant Accounting Policies. There was one significant accounting policy implemented
during the year. Effective July 1, 2004 the Funds adopted statement number 40 of the
Governmental Accounting Standards Board (GASB). Statement 40 is titled Deposit and
Investment Risk Disclosures. The required implementation date for GASB statement 40 is for
periods beginning after June 15, 2004.

Management Judgments and Accounting Estimates. There were no significant accounting
estimates of financial data which would be particularly sensitive and require substantial
judgments by management.

Audit Adjustments. There were no audit adjustments made during the completion of fieldwork.

Other Information in Documents Containing Audited Financial Statements. In connection with
College Savings Program Funds’ report, we did not perform any procedures or corroborate other
information included in the report. However, we read management’s discussion and analysis of
financial conditions and results of operations and considered whether the information or the
manner in which it was presented was materially inconsistent with information or the manner of
presentation of the financial statements. Based on our reading, we concluded that the
information did not require revision.

Disagreements with Management. There were no disagreements with management on financial
accounting and reporting matters, auditing matters, auditing procedures or other matters which
would be significant to the Funds’ financial statements or our report on those financial
statements.

Consultation with Other Accountants. We were informed by management that they made no
consultations with other accountants on the application of generally accepted accounting
principal and generally accepted accounting standards.

Major Issues Discussed with Management Prior to Retention. There were no major issues,
including the application of accounting principles and auditing standards, which were discussed
with management prior to our retention as auditors.

Difficulties Encountered in Performing the Audit. We encountered no serious difficulties in
dealing with management related to the performance of our audit.



DESCRIPTION OF THE
COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS

Organization

The Colorado General Assembly pursuant to Colorado Revised Statutes 23-3.1-2 and 23-3.1-3
established a student obligation bond program (Student Loan Program Funds), a post secondary
education expense program (Prepaid Tuition Fund), and an Internal Revenue Code Section 529
college savings program (Scholars Choice Fund, Direct Portfolio Fund and Stable Value Plus
Fund), which are administered by Collegelnvest. The programs assist students in meeting the
expenses incurred in availing themselves of higher education opportunities. The Executive
Director of the Colorado Department of Higher Education has responsibility for oversight and
management of Collegelnvest. In addition, Collegelnvest has a nine person Board of Directors
(Board) designated by the Governor and approved by the State Senate to serve four year terms.

The College Savings Program Funds were established to provide families with an opportunity to
save for future college education expenses. The Funds provide an opportunity to invest on a tax-
favored basis toward the “qualified higher education expenses” of a designated beneficiary (the
Student) associated with attending an institution of higher education. These institutions include
most community colleges, public and private four-year colleges, universities, graduate and post-
graduate programs, and certain proprietary and vocational schools throughout the United States.
“Qualified higher education expenses” include tuition, fees, books, supplies, and equipment
required for the enrollment or attendance of a student at an eligible institution of higher
education plus, subject to certain limitations, room and board expenses for a student attending
such an institution on at least a half time basis.

The Colorado Constitution and other State laws prohibit the State from providing its full faith
and credit to obligations of other entities, such as the College Savings Program Funds. As a
result, payments from the College Savings Program Funds are not guaranteed in any way by the
State, and are not considered to have created a debt or obligation of the State. Such payments
are limited obligations, payable from each College Savings Program Fund, but not from the other
assets of Collegelnvest.

Scholars Choice Fund

The Scholars Choice Fund was established in October 1999. The Scholars Choice Fund had
more than 173,000 active accounts and $1.6 billion in net assets as of June 30, 2005. Officials at
Collegelnvest oversee the Fund but contract with a private financial service firm, Citigroup
Global Markets Inc., formerly Salomon Smith Barney, Inc., to manage the Fund.



Scholars Choice accounts can be opened any time during the year. At the time an account is
established, the purchaser must select from ten investment options. Investors are allowed to
change their investment within the Fund once every twelve months. Below are the ten
investment options.

Age-Based Option — Contributions are invested in a series of portfolios over time. As
the beneficiary gets older and closer to college age, the fund manager automatically
moves investments from higher risk portfolios to lower risk portfolios.

Balanced 50/50 Option — Contributions are invested in a portfolio with a median degree
of risk, with 50% invested in stocks and 50% invested in bonds.

Years-to-Enrollment Option — Contributions are invested in a series of portfolios
depending on the time to account for maturity, similar to the age based option, but with a
more limited, lower risk, range of portfolios.

All Equity Option — Contributions are invested in equity mutual funds throughout the
life of the account. This option carries the highest potential for risk and return through its
focus on the equity markets.

All Fixed Income Option — Contributions are invested in bond funds throughout the life
of the account. This option seeks stable returns on fixed income investments.

Equity 80% Option — Contributions are invested 80% in equity mutual funds while
maintaining 20% exposure to more stable returns of fixed income investments throughout
the life of the account.

Fixed Income 80% Option — Contributions are invested 80% in more stable returns of
fixed income investments while maintaining 20% exposure to the long-term capital
appreciation potential of equity mutual funds.

Multiple Discipline Portfolio (MDP) All Cap Growth and Value — Contributions are
invested in companies of any size having growth or value characteristics. The objective
is to seek long-term growth of capital and equity diversification.

MDP Global All Cap Growth and Value — Similar to MDP All Cap Growth and Value
except investments are also make in foreign companies.

MDP - Balanced All Cap Growth and Value — Contributions are invested in a mix of
equity securities of companies of any size and fixed income securities. This option seeks
balance between long-term growth of capital and principal preservation.



Direct Portfolio Fund

The Direct Portfolio Fund was established in October 2004. The Direct Portfolio Fund contains
only participant accounts that are opened directly (without an investment advisor). Scholars
Choice participant accounts that were opened directly were transferred to the Direct Portfolio
Fund unless the participant elected to remain with the Scholars Choice Fund.

The Direct Portfolio Fund had more than 36,800 active accounts and $334 million in net assets
as of June 30, 2005. Officials at Collegelnvest oversee the Direct Portfolio Fund but contract
with two private financial service firms, Upromise Investments, Inc. and The Vanguard Group,
to manage the Fund.

Direct Portfolio accounts can be opened at any time of the year. At the time the account is
established, the purchaser must select from eleven investment options. Investors are allowed to
change their investment within the Fund once every twelve months. Below are the eleven
investment options.

Age-Based Options — Contributions are invested in a series of portfolios over time based on the
age of the beneficiary. As the beneficiary gets older and closer to college age, the fund manager
automatically moves investments from higher risk portfolios to lower risk portfolios. The
purchaser can select from three age-based options according to the risks they want to assume.
The options are Conservative, Moderate, or Aggressive.

Blended Portfolios and Individual Portfolios Options — Contributions can be invested in one of
eight portfolio options where they will remain unless the participant changes the investment
option. The portfolios are each invested according to a static asset allocation which does not
change over time. The eight blended portfolio options are listed below.

e Aggressive Growth Portfolio Option — Contributions are invested in a portfolio with a
high degree of risk and most potential for capital appreciation. The portfolio is invested
100% in stock market index funds.

e Growth Portfolio Option — Contributions are invested in a portfolio that seeks to
provide capital appreciation and low to moderate current income. The portfolio is
invested 65% in stock market index funds and 35% in bond index funds.

e Moderate Growth Portfolio Option — Contributions are invested in a portfolio that
seeks to provide capital appreciation and current income. The portfolio is invested 50%
in stock market index funds and 50% in bond funds.

e Conservative Growth Portfolio Option — Contributions are invested in a portfolio that
seeks to provide current income and low to moderate capital appreciation. The portfolio
is invested 35% in stock market index funds and 65% in bond funds.

e Income Portfolio Option — Contributions are invested in a portfolio that seeks current
income. The portfolio is invested 75% in bond funds and 25% in a money market fund.



e Stock Index Option — Contributions are invested 100% in the Vanguard Total Stock
Market Index Fund that seeks to track the performance of a benchmark index that
measures the investment return of the overall stock market.

e Bond Index Option — Contributions are invested 100% in the Vanguard Total Bond
Market Index Fund that seeks to track the performance of a broad, market-weighted bond
index.

e Money Market Option — Contributions are invested 100% in the Vanguard Prime
Money Market Fund that seeks to provide preservation of principal and current income.

Stable Value Plus Fund

The Stable Value Plus Fund (Fund) began accepting contributions in February 2003. The Stable
Value Plus Fund had more than 2,400 active accounts and $22 million in net assets as of June 30,
2005. Collegelnvest is the trustee and the administrator of the Fund and Travelers Insurance
Company (Travelers) is the manager of the Fund.

The Stable Value Plus Fund was designed to provide participants a fixed rate of return,
determined on an annual basis, net of an administrative fee calculated on the average daily net
assets of the Fund. The current annual rate of return is 4.05% and the current administrative fee
is .75%. Therefore, the net rate of return is currently 3.30%. Investments in the Fund are
guaranteed solely by Travelers.
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Independent Auditor’s Report

Members of the Legislative Audit Committee:

We have audited the accompanying basic financial statements of Collegelnvest, (a division of the
Department of Higher Education, State of Colorado) College Savings Program Funds, as of and
for the years ending June 30, 2005 and 2004, as listed in the table of contents. These financial
statements are the responsibility of Collegelnvest College Savings Program Funds’ management.
Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audits to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

As discussed in Note 1 — Organization and Summary of Significant Accounting Policies, the
financial statements of the Collegelnvest College Savings Program Funds are intended to present
the financial position, and results of operations for only that portion of the financial reporting
entity, State of Colorado, that is attributable to the transactions of Collegelnvest, College Savings
Program Funds. They do not purport to, and do not present fairly, the financial position of the
State of Colorado as of June 30, 2005 and 2004, and the changes in its financial position and its
cash flows, where applicable, for the years then ended, in conformity with accounting principles
generally accepted in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the net assets of Collegelnvest College Savings Program Funds, as of June 30, 2005 and 2004,
and the changes in net assets for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

6399 S. Fiddler’s Green Circle
Suite 100
Greenwood VVillage, Colorado 80111

tel: (303) 779-5710

fax: (303) 779-0348 7
www.cliftoncpa.com Offices in 13 states and Washington, DC HL International



In accordance with Government Auditing Standards, we have also issued our report dated
September 1, 2005 on our consideration of Collegelnvest College Savings Program Funds’
internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of
that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control
over financial reporting or on compliance. That report is an integral part of an audit performed
in accordance with Government Auditing Standards and should be read in conjunction with this
report in considering the results of our audit.

The Management’s Discussion and Analysis (MD&A) on pages 9 to 14 is not a required part of
the basic financial statements but is supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of this supplemental information. However, we did not audit the
information and express no opinion on it.

Our audit was performed for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplementary information is presented for purposes of additional
analysis and is not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our opinion, is fairly stated, in all material respects, in relation to the basic financial statements
taken as a whole.

%WALA

Greenwood Village, Colorado
September 1, 2005



COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2005 AND 2004

This section of the College Savings Program Funds’ (Funds) financial statements is a discussion
and analysis of the financial performance of the Funds for the years ended June 30, 2005 and 2004
prepared by management. The Funds are Internal Revenue Code (IRC) Section 529 college
savings plans administered by Collegelnvest. Collegelnvest, a division of the Department of
Higher Education of the State of Colorado, administers the Funds, the Student Loan Program
Funds and the Prepaid Tuition Fund. The Scholars Choice Fund, Direct Portfolio Fund and Stable
Value Plus Fund are plans within the Section 529 college savings program of Collegelnvest. The
Funds are presented as fiduciary funds (specifically, private purpose trust funds) in the State of
Colorado Comprehensive Annual Financial Report. Management is responsible for the financial
statements, footnotes and this discussion. The management’s discussion and analysis should be
read in conjunction with the Funds’ financial statements.

Overview of the Financial Statements:

This annual report contains two sections — management’s discussion and analysis (this section) and
the basic financial statements. The basic financial statements include the Statement of Fiduciary
Net Assets and the Statement of Changes in Fiduciary Net Assets.

The Statement of Fiduciary Net Assets presents information on all of the Funds’ assets and
liabilities, with the difference between the two reported as net assets. Over time, increases or
decreases in the net assets may serve as a useful indicator of whether the financial position of the
Funds are improving or deteriorating.

The Statement of Changes in Fiduciary Net Assets presents information that reflects how the
Funds’ net assets changed during the past year. All changes in the net assets are reported as soon
as the underlying event giving rise to the change occurs, regardless of the timing of the related cash
flows. Thus, revenues and expenses are reported in the statement for some items that will only
result in cash flows in future fiscal periods.

Analysis of Financial Activities:

The Executive Director of the Department of Higher Education of the State of Colorado (Executive
Director) and Collegelnvest’s Board of Directors approve the annual budget and the investment
policies of the Funds. The Scholars Choice Fund began operations and accepting participant
contributions in October 1999. The Stable Value Plus Fund began accepting participant
contributions in February 2003. The Direct Portfolio Fund began operations in October 2004.
Therefore, the accompanying financial statements and management’s discussion and analysis
include activities for the Stable Value Plus Fund for the five month period ended June 30, 2003 and
the Direct Portfolio Fund for the nine month period ended June 30, 2005.



COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2005 AND 2004

Analysis of Financial Activities (continued):

For the years ended June 30, 2004 and 2003, the Scholars Choice Fund and the Stable Value Plus
Fund were presented in two separate financial statements. For the year ended June 30, 2005
Collegelnvest combined the presentation of the Scholars Choice, Direct Portfolio and Stable Value
Plus Funds into one combined financial statement named the College Savings Program Funds.

Scholars Choice Fund:

Collegelnvest entered into an agreement with Citigroup Global Markets Inc., formerly Salomon
Smith Barney, Inc. (CGM) to manage the Scholars Choice Fund (SCF). CGM is a subsidiary of
Citigroup Inc. CGM serves as the manager of the Fund through its Smith Barney Asset
Management division, which is part of Citigroup Asset Management (CAM), the asset
management unit of Citigroup Inc. This agreement with CGM for both direct and advisor sold
accounts was terminated on October 22, 2004. Collegelnvest entered into a new agreement with
CGM to continue to manage the advisor sold accounts of SCF. The new agreement was contingent
on the transfer of certain accounts to the Direct Portfolio Fund described below. The transfer of
certain accounts and the effective date of the new agreement was October 22, 2004. This
agreement expires on December 31, 2009 with the right to extend the agreement for two additional
two-year periods. Collegelnvest signed an agreement with Upromise Investments, Inc. and The
Vanguard Group to manage the direct sold accounts. See further description under the Direct
Portfolio Fund (DPF) heading below.

Collegelnvest acts as trustee to SCF, and CGM holds the assets of the SCF in a segregated custody
account. Assets of the SCF are held “in trust” for the exclusive benefit of account owners and
beneficiaries. Citigroup has announced its intent to sell substantially all of its Asset Management
business in exchange for the broker-dealer business of Legg Mason, Inc. See the subsequent
events footnote.

SCF offers ten investment options in which participants may invest. The investment return for
SCF is based on the market performance of underlying investments. These investment options
are designed to help meet diverse investment goals of investors.

Direct Portfolio Fund:

Effective October 22, 2004, Collegelnvest entered into an agreement with Upromise
Investments, Inc. and The Vanguard Group, Inc. (Managers) to manage the DPF. The agreement
with the Managers is for direct sold accounts and expires on December 31, 2009 with the right to
extend the agreement for two additional two-year periods. The investment return for DPF is
based on the market performance of investments. DPF offers eleven investment options in
which participants may invest. These investment options are designed to help meet diverse
investment goals of investors.

10



COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2005 AND 2004

Analysis of Financial Activities (continued):
Stable Value Plus Fund:

Collegelnvest entered into a funding agreement (Travelers Agreement) with Travelers Insurance
Company (Travelers) to provide a guarantee on the principal and earnings of the Stable Value Plus
Fund (SVP). The SVP offers an investment return based on an interest rate that is reset annually
by Travelers’ each January 1. Under the Travelers Agreement, Travelers has agreed that the
annual interest rate calculated each year will not be less than the greater of (i) the Colorado
minimum nonforfeiture interest rate for annuity contracts (currently 1.5%), or (ii) 2.00%. The
minimum investment return on accounts in the SVP could be as low as 1.25%, which is the
current minimum annual rate of 2.00% less the current Collegelnvest administrative fee of .75%.
From inception of the Travelers Agreement through December 31, 2003, Travelers agreed to pay
an annual rate of 5.0%. For the calendar years ending December 31, 2005 and 2004, Travelers
agreed to pay an annual rate of 4.05%. For the period from inception through October 31, 2004
Collegelnvest charged an administrative fee of .99%. As of November 1, 2004 Collegelnvest
reduced its administrative fee to .75%. Therefore, the annual net rate was 4.01% from inception
through December 31, 2003, 3.06% from January 1, 2004 through October 31, 2004 and 3.30%
from November 1, 2004 through June 30, 2005.

Effective July 1, 2005, MetL.ife, Inc acquired the Travelers Insurance Company from Citigroup,
Inc.. The sale did not affect the terms of the Travelers Agreement.

Comparison of Current Year Results to Prior Year:

Condensed Statement of Fiduciary Net Assets as of June 30:

2005 2004 2003
(dollar amounts expressed in thousands)
Cash and investments $ 197789% $ 1535388 $ 970,832
Receivables and other 4,768 6,365 6,296
Total fiduciary assets 1,982,664 1,541,753 977,128
Total liabilities 4411 5,292 3,299

Total fiduciary net assets, held intrust $§ 1978253 $ 1536461 $ 973,829

11



COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2005 AND 2004

Comparison of Current Year Results to Prior Year (continued):

Combined cash and investments of the Funds increased by $442.5 million, or 29%, from June 30,
2004 to June 30, 2005. Cash and investments increased by $564.5 million, or 58%, from June 30,
2003 to June 30, 2004. The increase in cash and investments for both years was primarily a
combination of net participant contributions and investment income. Net participant contributions
were $373.5 million, $427.4 million and $369.6 million during the years ended June 30, 2005,
2004 and 2003, respectively. Net investment income was $80.5 million, $143.6 million and $76.0
million during the years ended June 30, 2005, 2004 and 2003, respectively.

Receivables consist primarily of contributions received but not invested, and dividends and interest
receivable. Receivables from contributions received but not invested are a result of differences
between the trade date and settlement date of contributions.

Liabilities consist of amounts payable for investments purchased, service and investment fees
payable, due to participants and due to Student Loan Program Funds. Total liabilities decreased by
$881,000 or 17% from June 30, 2004 to June 30, 2005. Total liabilities increased $2.0 million or
60% from June 30, 2003 to June 30, 2004. The change in liabilities is primarily related to the
timing of contributions and withdrawals on June 30" of each year.

Condensed Statement of Changes in Fiduciary Net Assets for the Years Ended June 30:

2005 2004 2003

(dollar amounts expressed in thousands)

Net investment income $ 80509 $ 143644 $ 75,987
Participant contributions 489,442 488,984 402,260
Fee income 2 8 4
Total additions 569,953 632,636 478,251
Benefits paid to participants and withdrawals 115,946 61,545 32,676
Administrative and service fees 12,104 8,223 4,718
Total deductions 128,050 69,768 37,394
Net change in fiduciary net assets before transfers 441,903 562,868 440,857
Transfers (111) (236) 241
Fiduciary net assets, beginning of year 1,536,461 973,829 532,731
Fiduciary net assets, end of year $1,978,253 $1,536461 $ 973,829

Net investment income is comprised of dividends, interest income, and net realized and
unrealized gains from security transactions, net of investment fees. Net realized and unrealized

12



COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2005 AND 2004

Comparison of Current Year Results to Prior Year (continued):

gains on security transactions were $34.1 million, $120.2 million and $61.3 million for the years
ended June 30, 2005, 2004 and 2003, respectively. Market conditions for the fiscal year ending
June 30, 2004 had the greatest impact on net investment income with a positive overall market
return in addition to an overall increase in the investment balance held in the Funds. The net
realized and unrealized gains on security transactions during 2005 were not as strong and
declined by $86.1 million. The Funds also experienced a decline in participant contributions, net
of withdrawals, to $373.5 million for the year ended June 30, 2005 as compared to $427.4
million for the year ended June 30, 2004. Additionally, as the Funds mature, it is likely
there will be increases in participant withdrawals for higher education expenses.

Interest and dividends were $48.1 million, $25.6 million, and $16.0 million for the years ended
June 30, 2005, 2004 and 2003, respectively. The increase in interest and dividends is primarily a
result of an increase in net assets of the Funds.

Participant contributions and benefits paid to participants and withdrawals were as follows:

2005 2004 2003
(dollar amounts expressed in thousands)

Participant contributions:

Scholars Choice Fund $ 393,063 $ 483,225 $ 389,368
Direct Portfolio Fund 89,625 - -
Stable Value Plus Fund 6,754 5,759 12,892

Total participant contributions $ 489442 $ 488,984 $ 402,260

Benefits paid to participants and withdrawals:

Scholars Choice Fund $ 103415 $ 59864 $ 32,645
Direct Portfolio Fund 9,109 - -
Stable Value Plus Fund 3,422 1,681 31

Total benefits paid to participants and withdrawals $ 115946 $ 61545 $ 32,676

Participant contributions were 27.9%, 39.0% and 53.4% of average net assets for the years ended
June 30, 2005, 2004, and 2003, respectively. Benefits paid to participants and withdrawals were
6.6%, 4.9% and 4.3% of average net assets for the years ended June 30, 2005, 2004, and 2003,
respectively.

Administrative and service fees are charged to participants as a percentage of net assets. These

charges were consistent from year to year at an average of .7% of average net assets for the two
years ended June 30, 2005 and 2004 and .6% for the year ended 2003.

13



COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2005 AND 2004

Economic Factors:

Performance of individual participant accounts and individual portfolios within the Funds are
dependent on risk factors associated with market-based investments. Amounts contributed to the
Funds by participants may be more or less than the amounts needed by beneficiaries to attend a
particular institution of higher education and do not guarantee acceptance into any institution of
higher education. Participants are responsible for selecting portfolios in accordance with their
risk tolerance. The Funds do not guarantee return of principal or a certain investment rate of
return on investments. The Travelers Agreement does guarantee return of principal and a certain
investment rate of return for the SVP.

Requests for Information:
This report is designed to provide a general overview of the Funds’ finances. Questions
concerning any of the information provided in this report or requests for additional information

should be addressed to: Kenton J. Spuehler, Chief Financial Officer, Collegelnvest, 1801
Broadway, Suite 1300, Denver, CO 80202.

14



COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
STATEMENTS OF FIDUCIARY NET ASSETS
JUNE 30, 2005 AND 2004
(Dollar amounts expressed in thousands)

2005 2004
Scholars Direct Stable Total Private Scholars Direct Stable Total Private
Choice Portfolio Value Plus Purpose Choice Portfolio Value Plus Purpose
Fund Fund Fund Trust Funds Fund Fund Fund Trust Funds

Fiduciary assets:

Cash and cash equivalents $ 294 % - $ 65 3 359 $ 415 % - $ 4 3 419

Investments, at fair value 1,622,364 333,516 21,657 1,977,537 1,517,101 - 17,868 1,534,969

Receivable for portfolio units sold 2,830 - - 2,830 3,768 - - 3,768

Dividends and interest receivable 1,248 493 - 1,741 2,434 - - 2,434

Due from plan managers 133 27 37 197 122 - 41 163

Total fiduciary assets 1,626,869 334,036 21,759 1,982,664 1,523,840 - 17,913 1,541,753

Liabilities:

Accounts payable 12 3 1 16 65 - 3 68

Payable for investments purchased 2,985 - 83 3,068 4,079 - 76 4,155

Service and investment fees payable 968 179 - 1,147 827 - - 827

Due to participants 105 - - 105 242 - - 242

Intraplan payables (receivables) 534 (237) (297) - - - - -

Due to (from) Student Loan Program Funds (519) 261 333 75 (185) - 185 -

Total liabilities 4,085 206 120 4,411 5,028 - 264 5,292

Total fiduciary net assets, held in trust $ 1622784 $ 333830 $ 21,639 $ 1,978,253 $ 1518812 % - $ 17649 $ 1536461

The accompanying notes are an integral part of these financial statements. 15



COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
STATEMENTS OF CHANGES IN FIDUCIARY NET ASSETS
FOR THE YEARS ENDED JUNE 30, 2005 AND 2004
(Dollar amounts expressed in thousands)

2005 2004
Scholars Direct Stable Total Private Scholars Direct Stable Total Private
Choice Portfolio Value Plus Purpose Choice Portfolio Value Plus Purpose
Fund Fund Fund Trust Funds Fund Fund Fund Trust Funds
Additions:
Gross earnings on investments:
Interest and dividends 40,757 % 6,571 % 808 % 48,136 $ 24,911 - $ 692 % 25,603
Net realized and unrealized gains
from securities transactions 21,348 12,772 - 34,120 120,160 - - 120,160
62,105 19,343 808 82,256 145,071 - 692 145,763
Less investment fees (1,555) (192) - (1,747) (2,119) - - (2,119)
Net investment income 60,550 19,151 808 80,509 142,952 - 692 143,644
Participant contributions 393,063 89,625 6,754 489,442 483,225 - 5,759 488,984
Fee income - - 2 2 - - 8 8
Total additions 453,613 108,776 7,564 569,953 626,177 - 6,459 632,636
Deductions:
Benefits paid to participants
and withdrawals 103,415 9,109 3,422 115,946 59,864 - 1,681 61,545
Service fees 9,234 1,121 - 10,355 7,056 - - 7,056
Administrative fees 1,506 202 151 1,859 1,252 - 151 1,403
Excess (reduced) operating expenses (398) 237 51 (110) (242) - 6 (236)
Total deductions 113,757 10,669 3,624 128,050 67,930 - 1,838 69,768
Net change in fiduciary net assets
before transfers 339,856 98,107 3,940 441,903 558,247 - 4,621 562,868
Intraplan administrative fee transfers (534) 237 297 - - - 6 6
Asset transfer (235,486) 235,486 - - - - - -
Transfer to Student Loan Program Fund - - (247) (247) - - - -
Change in due to participants 136 - - 136 (242) - - (242)
Fiduciary nets assets, beginning of year 1,518,812 - 17,649 1,536,461 960,807 - 13,022 973,829
Fiduciary nets assets, end of year $ 1622784 $ 333830 $ 21,639 $ 1,978,253 $ 1,518,812 - $ 17649 $ 1,536,461

The accompanying notes are an integral part of these financial statements. 16



COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2004

1. Organization and Summary of Significant Accounting Policies:

Pursuant to Colorado Revised Statutes 23-3.1-2 and 23-3.1-3, as amended, Collegelnvest is a
division of the Colorado Department of Higher Education (Department) of the State of Colorado.
The Executive Director of the Department has responsibility for oversight and management of
Collegelnvest. In addition, Collegelnvest has a nine-person Board of Directors (Board) designated
by the Governor and approved by the State Senate to serve four-year terms.

The Colorado General Assembly established a student obligation bond program (Student Loan
Program Funds), a Section 529 post secondary education expense program (Prepaid Tuition Fund),
and a Section 529 college savings program. The College Savings Program includes the Scholars
Choice Fund, Direct Portfolio Fund and Stable Value Plus Fund (Funds), all of which are
administered by Collegelnvest. The mission of Collegelnvest is to be Colorado’s higher education
financing leader and to help Colorado families break down the financial barriers to college. The
operations of the Funds are accounted for under generally accepted accounting principles as a
private-purpose trust. Collegelnvest receives no grants from, and is not otherwise financially
assisted by, the State or any local government of the State. Collegelnvest is an enterprise activity
under Section 20, Article X of the Colorado Constitution.

The Colorado Constitution and other State laws prohibit the State from providing its full faith and
credit to obligations of entities such as the Funds. As a result, payments from the Funds are not
guaranteed in any way by the State, and shall not be considered to have created a debt or obligation
of the State. Such payments are limited obligations, payable from participants’ individual accounts
in the Funds, but not from the other assets of Collegelnvest, or the State. Similarly, investments in
the Funds are not insured by the Federal Deposit Insurance Corporation, or any other State or
federal government agency. Investments in the Scholars Choice Fund and Direct Portfolio Fund
are not deposits or other obligations of Citigroup Inc., Upromise Investments, Inc., The Vanguard
Group, Inc. or any depository institution or affiliate of Citigroup Inc., Upromise Investments, Inc.
or The Vanguard Group, Inc. Investments in the Stable Value Plus Fund are an obligation of
Travelers.

Reporting Entity:

The College Savings Program was authorized in the 1999 legislative session and as a result, the
Funds were established to provide families with additional opportunities to save for future
college educational expenses. The Funds account for the operations and activities of the Section
529 savings program as private-purpose trusts, where both principal and earnings on principal
may be spent for the trust’s intended purpose. Participant contributions and the earnings thereon
are invested to assist in meeting the obligations for future higher education expenses of a named
student. The payment of general and administrative expenses and other activities of the Funds
necessary to fulfill their purposes are recorded within the Funds. There are no other funds of
Collegelnvest combined in the accompanying financial statements. Thus, the accompanying
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COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2005 AND 2004

1. Organization and Summary of Significant Accounting Policies (continued):
Reporting Entity (continued):

financial statements are not intended to present the financial position, results of operations, and
cash flows of Collegelnvest as a whole in conformity with generally accepted accounting
principles.

Each fund in the Program was established as a Section 529 plan under the Internal Revenue Code
(IRC). The Funds offer certain federal and State tax advantages to investors. The primary tax
advantage to participants in the Funds is the ability to exclude from federal taxable income the
earnings on any withdrawals prior to 2010 that are used for qualified higher education expenses, as
that term is defined in Section 529 of the IRC. If a participant is subject to Colorado income tax,
earnings on qualified withdrawals are excluded from State taxable income. In addition,
individuals, estates and trusts subject to Colorado income tax generally are entitled to a deduction
to the extent of their Colorado taxable income for the year for contributions made to a State
sponsored Section 529 plan, subject to recapture in subsequent years in which nonqualified
withdrawals are made. Note that an otherwise nontaxable rollover to another Section 529 program
that is not associated with the State will trigger recapture of the Colorado income tax deduction
described above in the year of the rollover.

Scholars Choice Fund

The Scholars Choice Fund (SCF) began operations in October 1999. SCF is comprised of twelve
active portfolios as of June 30, 2005. The accompanying financial statements report on the
combined portfolios.

As the trustee for SCF, on September 17, 1999, Collegelnvest entered into an agreement with
Citigroup Global Markets Inc. (CGM), a subsidiary of Citigroup Inc. to manage both the advisor
sold and direct accounts of SCF. CGM manages SCF through its Smith Barney Asset Management
division, which is part of Citigroup Asset Management (CAM), the asset management unit of
Citigroup Inc. The agreement with CGM was terminated on October 22, 2004. A new agreement
was entered into with CGM contingent on the transfer of direct sold assets to the Direct Portfolio
Fund. This new agreement is for management of the advisor sold accounts only. The agreement
expires on December 31, 2009 with the right to extend the agreement for two additional two-year
periods. Collegelnvest signed an agreement with Upromise Investments, Inc. and The Vanguard
Group to manage the direct sold market-based accounts. The direct sold accounts were transferred
from the SCF to the Direct Portfolio Fund on October 22, 2004. See further description under the
Direct Portfolio Fund heading below. The investment return for SCF is based on the market
performance of investments. Investment options are selected by Collegelnvest based on
recommendations from CAM.
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COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2005 AND 2004

1. Organization and Summary of Significant Accounting Policies (continued):
Reporting Entity (continued):
Scholars Choice Fund (continued)
Participants in the SCF may invest in one or more of the following options:
e Age-Based Portfolios: Contributions are invested in one of seven portfolios according to the

age of the student. As the student gets older and closer to college years, the investment shifts

from equity funds to bond and money market funds as follows:

Student’s Age Portfolio# Equity Funds Fixed Income Money Market Funds

0-3 years 1 80% 20% 0%
4-6 years 2 70% 30% 0%
7-9 years 3 60% 40% 0%
10-12 years 4 50% 50% 0%
13-15 years 5 40% 50% 10%
16-18 years 6 20% 55% 25%
19+ years 7 10% 60% 30%

e Balanced 50/50 Portfolio: Contributions are invested 50% in equity mutual funds and 50% in
bond funds throughout the life of the investment (Portfolio #4).

e Years to Enrollment Portfolios: Contributions are invested in a series of portfolios that shift
from equity mutual funds to bond and money market funds as the student approaches college
years. These portfolios are identical to Portfolios 3 through 7 in the Age-Based Portfolios.

Years to Enrollment Portfolio#  Equity Funds Fixed Income  Money Market Funds

10-12 years 3 60% 40% 0%

7-9 years 4 50% 50% 0%

4-6 years 5 40% 50% 10%

1-3 years 6 20% 55% 25%

Less than 1 year 7 10% 60% 30%

e All Equity Portfolio: Contributions are invested in equity mutual funds throughout the life of
the account.
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COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2005 AND 2004

1. Organization and Summary of Significant Accounting Policies (continued):

Reporting Entity (continued):

Scholars Choice Fund (continued)

All Fixed Income Portfolio: Contributions are invested in bond funds throughout the life of
the account.

Equity 80% Option: Contributions are invested 80% in equity mutual funds and 20% in
fixed income investments (Portfolio #1). The investment objective of this option is to seek
long-term capital appreciation through investments in equity mutual funds while
maintaining 20% exposure to the relatively more stable returns of fixed income investments
through investment in fixed income mutual funds.

Fixed Income 80% Option: Contributions are invested 80% in fixed income investments
and 20% in equity mutual funds (Portfolio #6). The investment objective of this option is
to seek the relatively more stable returns of a fixed income investment through investments
in fixed income mutual funds while maintaining 20% exposure to the long-term capital
appreciation potential of investments in equity mutual funds.

Multiple Discipline Portfolio (MDP) Options: The three options are the MDP — All Cap
Growth and Value, MDP — Global All Cap Growth and Value, and the MDP — Balanced
All Cap Growth and Value. The investment objective of the MDP — All Cap Growth and
Value is to seek long-term growth of capital and equity diversification through investment
in companies of any size having growth or value characteristics. The investment objective
of the MDP - Global All Cap Growth and Value is to seek long-term growth of capital and
equity diversification through investments in companies of any size as well as foreign
companies via American Depository Receipts. The investment objective of the MDP —
Balanced All Cap Growth and Value is to seek balance between long-term growth of
capital and principal preservation through investment in a mix of equity securities of
companies of any size and fixed income securities.

Direct Portfolio Fund

The Direct Portfolio Fund (DPF) began operations in October 2004, and initial operations were
funded by a transfer of direct sold accounts from SCF of $235.5 million. DPF is comprised of
eight active portfolios as of June 30, 2005.

As the trustee for DPF, Collegelnvest entered into an agreement with Upromise Investments, Inc.
and The Vanguard Group, Inc. (Managers) to manage DPF. The agreement with the Managers
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COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2005 AND 2004

1. Organization and Summary of Significant Accounting Policies (continued):

Reporting Entity (continued):

Direct Portfolio Fund (continued)

expires on December 31, 2009 with the right to extend the term for two additional two-year
periods. The investment return for DPF is based on the market performance of investments.
Investment options are selected by Collegelnvest based on recommendations from the Managers.

Participants may invest in one or more of the following options:

e Age-Based Options: Contributions are invested in one of three portfolios according to the age
of the beneficiary. Money invested in the Age-Based Options is automatically transferred over
time to successive Portfolios with asset allocations that change from equity funds to fixed
income and money market funds as the beneficiary approaches college age. Within the Age-
Based Options, participants may invest according to risk tolerance in either a conservative,
moderate, or aggressive range of asset allocations as follows:

Beneficiary’s Age Conservative Moderate Aggressive
Newborn through 5 Moderate Growth Portfolio Growth Portfolio Aggressive Growth Portfolio
50% stock funds 65% stock funds 100% stock funds
50% bond fund 35% bond fund
6 through 10 Conservative Growth Portfolio | Moderate Growth Portfolio Growth Portfolio
35% stock funds 50% stock funds 65% stock funds
65% bond fund 50% bond fund 35% bond fund
11 through 15 Income Portfolio Conservative Growth Portfolio | Moderate Growth Portfolio
75% bond fund 35% stock funds 50% stock funds
25% short-term reserves 65% bond fund 50% bond fund
16 through 18 Income Portfolio Income Portfolio Conservative Growth Portfolio
75% bond fund 75% bond fund 35% stock funds
25% short-term reserves 25% short-term reserves 65% bond fund
19 or older Money Market Portfolio Income Portfolio Income Portfolio
100% short-term reserves 75% bond fund 75% bond fund
25% short-term reserves 25% short-term reserves
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COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2005 AND 2004

1. Organization and Summary of Significant Accounting Policies (continued):
Reporting Entity (continued):
Direct Portfolio Fund (continued)

e Blended Portfolios and Individual Portfolios: Contributions are invested in one of eight
options. In these options, assets will be allocated to the Portfolio for the life of the investment
unless the account owner directs a change in investment option. The Blended Portfolios and
the Individual Portfolios are each invested according to a static asset allocation which does not
change over time. Within the Blended Portfolios participants may invest according to risk
tolerance in either an aggressive, growth, moderate growth, conservative growth or income
focused range of asset allocations as follows:

Underlying Fund Aggressive Moderate Conservative
Growth Growth Growth Growth Income
Portfolio Portfolio Portfolio Portfolio Portfolio
Vanguard® Total Stock Market
Index Fund 85% 55% 45% 35% 0%
Vanguard® Total International
Stock Index Fund
15% 10% 5% 0% 0%
Total Stock 100% 65% 50% 35% 0%
Vanguard® Total Bond Market
Index Fund 0% 35% 50% 65% 50%
Vanguard® Inflation-Protected
Securities Fund
0% 0% 0% 0% 25%
Total Bond 0% 35% 50% 65% 75%
Vanguard® Prime Money Market
Fund 0% 0% 0% 0% 25%
Total Short-Term Reserves 0% 0% 0% 0% 25%
TOTAL 100% 100% 100% 100% 100%

Within the Individual Portfolios participants may invest in a single Underlying Fund as follows:

e Stock Index Portfolio invests in Vanguard Total Stock Market Index Fund and seeks to
track the performance of a benchmark index that measures the investment return of the
overall stock market.

e Bond Index Portfolio invests in Vanguard Total Bond Market Index Fund and seeks to
track the performance of a broad, market-weighted bond index.
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COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2005 AND 2004

1. Organization and Summary of Significant Accounting Policies (continued):
Reporting Entity (continued):
Direct Portfolio Fund (continued)

e Money Market Portfolio invests in Vanguard Prime Money Market Fund and seeks to
provide preservation of principal and current income.

Stable Value Plus Fund

The Stable Value Plus Fund (SVP) began operations in February 2003. In January 2003,
Collegelnvest entered into an agreement with Travelers (the Travelers Agreement) to provide a
net rate of return to investors. Under the Travelers Agreement, the rate of return is reset
annually each January 1. Travelers has agreed that the annual interest rate calculated each year
will not be less than the greater of (i) the Colorado minimum nonforfeiture interest rate for
annuity contracts (currently 1.5%), or (ii) 2.00%. The minimum investment return on accounts
in the fund could be as low as 1.25%, which is the current minimum annual rate of 2.00% less
the Collegelnvest administrative fee of .75%.

From inception of the Travelers Agreement through December 31, 2003, Travelers agreed to pay
an annual rate of 5.0%. For the calendar years ending December 31, 2005 and 2004, Travelers
agreed to pay an annual rate of 4.05%. For the period inception through October 31, 2004
Collegelnvest charged an administrative fee of .99%. As of November 1, 2004 Collegelnvest
reduced its administrative fee to .75%. Therefore, the annual net rate was 4.01% from inception
through December 31, 2003, 3.06% from January 1, 2004 through October 31, 2004 and 3.30%
from November 1, 2004 through June 30, 2005.

Collegelnvest may discontinue the Travelers Agreement at any time. In the event of such
discontinuance, Collegelnvest shall direct the investment of SVP assets to alternate investments as
permitted by the Travelers Agreement and the investment policy of SVP. There is no assurance
that Collegelnvest will be able to obtain such alternate investment or maintain the current
investment return for any such alternate investment.

Basis of Accounting:

The accompanying financial statements have been prepared in accordance with generally accepted
accounting principles and standards of the Governmental Accounting Standards Board (GASB).
The accrual basis of accounting is utilized by the Funds. Revenues are recognized in the
accounting period in which they are earned and expenses are recognized in the period they are
incurred.
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COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2005 AND 2004

1. Organization and Summary of Significant Accounting Policies (continued):
Investments and Revenue Recognition:

CAM has responsibility for investing the assets of each of the SCF’s portfolios and the Managers
have responsibility for investing the assets of the DPF’s portfolios in equity mutual funds, fixed
income mutual funds, money market funds, and other investments (Underlying Funds) in
accordance with Collegelnvest’s Investment Policy Statements, and the Portfolio selected for
investment by the participant.

Collegelnvest has responsibility for transferring the assets of the participants of the SVP to
Travelers in accordance with the Travelers Agreement. Investments in the Underlying Fund are
purchased weekly and are valued at the closing net asset value per share on the date of transfer to
Travelers. Interest income is credited to participant accounts daily. Distributions from the SVP are
valued on the date immediately preceding the date that a payment is made by Collegelnvest in
satisfaction of a withdrawal request.

Security transactions for SCF and DPF are accounted for on a trade-date basis. This may result in
receivables and payables for transactions at year end. Investments in the Underlying Funds are
valued at the closing net asset value per share of each Underlying Fund on the day of valuation.
Income distributions and short-term capital gain distributions from the Underlying Funds are
recorded on the ex-dividend date as investment income and interest income is recorded on an
accrual basis. Long-term capital gains, if any, from the Underlying Funds are recorded on the ex-
dividend date as realized gains. Gains or losses on the sale of the Underlying Funds are calculated
by using the specific identification method.

Investments are carried at fair value, which is primarily determined based on market prices at June
30, 2005 and 2004.

Effective July 1, 2004, the Funds adopted statement number 40 of the Governmental Accounting
Standards Board (GASB). Statement 40 is titled Deposit and Investment Risk Disclosures. The
required implementation date for GASB statement 40 is for periods beginning after June 15, 2004.

Participant Contributions:

The aggregate balance limit for the Funds and all other Colorado Section 529 plans (including the
Prepaid Tuition Fund, which is also offered by Collegelnvest) for a particular beneficiary from all
sources is $280,000. The balance limit is set by Collegelnvest based on Internal Revenue Service
(IRS) guidelines and is subject to change. In particular, if the IRS adopts final regulations, it may
require or permit a maximum balance limit that differs from the $280,000 limit. No additional
contributions may be made to an account if the balance limit is reached; however, the account may
continue to grow beyond this limit through earnings.
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COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2005 AND 2004

1. Organization and Summary of Significant Accounting Policies (continued):
Withdrawals:

A qualified withdrawal is a withdrawal made to pay qualified higher education expenses of the
beneficiary. All withdrawals other than for this purpose are considered non-qualified withdrawals.
Non-qualified withdrawals are subject to a 10% penalty on earnings per Section 529 of the IRC. A
non-qualified withdrawal is not subject to the 10% penalty only if the withdrawal is: (i) made on
account of the death or disability of the beneficiary; (ii) made on account of a scholarship received
by the beneficiary, to the extent that the withdrawal does not exceed the amount of the scholarship;
or (iii) a non-taxable transfer to another account or to another Section 529 plan on behalf of a
beneficiary or for a different beneficiary who is a family member of the original student. A non-
qualified withdrawal may also be subject to recapture in the event a deduction has been taken from
Colorado taxable income.

Investment, Service and Administrative Fees:
Scholars Choice Fund

Collegelnvest entered into a service agreement (CAM Agreement) with CAM pursuant to which
CGM is responsible for providing administrative, record keeping, marketing and investment
management services to SCF. The CAM Agreement states that CAM will receive investment and
service fees at an annual percentage rate of average daily net assets.

This rate will vary with the Unit Class the account owner chooses. During the years ended June 30,
2005 and 2004, SCF paid investment fees of $1.6 million and $2.1 million, respectively, under the
CAM Agreement. In addition, according to the CAM Agreement, each participant bears certain
ongoing service fees that will vary with the Unit Classes the participant chooses. These direct
service fees provide for the costs associated with distribution, servicing and administration of the
Unit Classes. Such direct service fees reduce the value of the participant’s account as incurred.
Such fees are payable to CAM monthly, solely from the assets of SCF. SCF paid service fees of
$9.2 million and $7.1 million for the years ended June 30, 2005 and 2004, respectively.

The CAM Agreement states that Collegelnvest will receive an administrative fee at an annual rate
of up to 0.10% of average daily net assets. These fees represent charges to SCF for actual
administrative costs of Collegelnvest. Such fees are payable to Collegelnvest monthly, solely from
the assets of the SCF. SCF paid administrative fees of $1.5 million and $1.3 million for the years
ended June 30, 2005 and 2004, respectively.
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COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2005 AND 2004

1. Organization and Summary of Significant Accounting Policies (continued):
Investment, Service and Administrative Fees (continued):
Direct Portfolio Fund

Collegelnvest entered into a service agreement (Service Agreement) with the Managers, pursuant
to which the Managers are responsible for providing administrative, record keeping, marketing and
investment management services to the DPF. The Service Agreement states that the Managers will
receive investment and service fees at an annual percentage rate of .65% of average daily net
assets. During the eight month period ended June 30, 2005, DPF paid investment fees of $192,000
and service fees of $1.1 million. Such direct investment and service fees reduce the value of the
participant’s account as incurred. Such fees are payable to the Managers monthly, solely from the
assets of DPF. The Service Agreement calls for a review of pricing when the DPF reaches $700
million in assets under management.

The Service Agreement states that Collegelnvest will receive an administrative fee at an annual rate
of up to 0.10% of average daily net assets. These fees represent charges to DPF for actual
administrative costs of Collegelnvest. Such fees are payable to Collegelnvest monthly, solely from
the assets of DPF. DPF paid administrative fees of $202,000 for the nine month period ended June
30, 2005.

Stable Value Plus Fund

Contributions are invested by deposit under the Agreement between Collegelnvest and Travelers.
Deposits made under the Agreement become commingled with the general account of Travelers.
Travelers is obligated to repay the amounts deposited under the Agreement and an investment
return as described above. The annual interest rate calculated each year under the Agreement is net
of all administrative and other charges of Travelers.

The Agreement states that Collegelnvest will receive an administrative fee at an annual rate of
up to 0.99% of the average daily net assets of the Fund. Effective November 1, 2004, the annual
rate was reduced to 0.75% of average daily net assets of the Fund. Such fees are payable to
Collegelnvest solely from Account owners. SVP paid administrative fees of $151,000 for both
years ended June 30, 2005 and 2004.
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COLLEGE SAVINGS PROGRAM FUNDS
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JUNE 30, 2005 AND 2004

1. Organization and Summary of Significant Accounting Policies (continued):
Investment, Service and Administrative Fees (continued):
Excess Administrative Fees

To the extent that administrative fees collected from participants exceed the expenses of the Funds,
Collegelnvest shall 1) determine if such revenues are required to fund subsequent year expenses of
the Funds; 2) determine if such fees are required to fund prior years’ unfunded expenses of the
Funds; or 3) reduce future fees of the plan participants for the following year. As of June 30, 2005,
approximately $105,000 in fees were collected from participants in excess of actual expenses and is
restricted for future expenses of Collegelnvest in its capacity as administrator of the Funds. As of
June 30, 2004, actual expenses were $5,000 greater than fees collected and were recovered from
fees charged to participants during the year ended June 30, 2005.

Reclassifications:

Certain amounts in the June 30, 2004 financial statements have been reclassified to conform to the
current year’s presentation.

2. Cash, Cash Equivalents and Investments:

Cash and Cash Equivalents:

As contributions are received from participants, the Managers hold the cash in the respective
Fund until such time as it may be invested in the underlying funds of the chosen investment
portfolios. With respect to the SCF and DPF, depending upon the timing of the cash receipts,
there could be up to two days delay between actual receipt of cash and the investment made on
behalf of the participant. Cash and cash equivalents are held in trust by the Funds’ Managers as
of June 30, 2005 and 2004. With respect to the SVP, contributions will be invested with
Travelers within 30 days of receipt by Collegelnvest. Interest earned on contributions prior to
investment with Travelers will accrue to Collegelnvest and will be used to defray administrative
expenses. SVP had deposits that were not yet transferred to Travelers of $83,000 and $76,000 as
of June 30, 2005 and 2004, respectively.

All cash deposits of the Stable Value Plus Funds are held by a bank. Payments and cash receipts
are deposited to demand deposit accounts daily. Collected balances are transferred daily into
money market funds.

All cash deposits of SCF and DPF are held by a custodian on behalf of the Managers until it is
invested in the Underlying Funds.
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2. Cash, Cash Equivalents and Investments (continued):

Cash and Cash Equivalents (continued):

Cash deposits as of June 30 are as follows:

2005 2004
(dollar amounts expressed in thousands)
Demand Deposit Accounts $ 65 $ 4
Money Market Accounts 294 415
Total cash deposits $ 3% § 419

Custodial credit risk is the risk that, in the event of the failure of a depository financial
institution, Collegelnvest will not be able to recover its deposits or will not be able to recover
collateral securities that are in the possession of an outside party. Monies in the demand deposit
accounts are insured by federal depository insurance for the first $100,000. Deposits in excess
of

the $100,000 limit are collateralized subject to the provisions of the State’s Public Deposit
Protection Act (PDPA) for monies held within the State. Monies held by the trustee are
collateralized with U.S. Treasury Obligations.

The carrying amount and bank balance of demand deposits accounts was $65,000 as of June 30,
2005 and $4,000 as of June 30, 2004. All amounts were fully insured by the FDIC.

Investments:
Investments for each plan as of June 30 are as follows:
Total Fair Value

2005 2004
(dollar amounts expressed in thousands)

Scholars Choice Fund $ 1622364 $ 1,517,101
Direct Portfolio Fund 333,516 -
Stable Value Plus Fund 21,657 17,868

Total Investments 1977537 $ 1,534,969
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2. Cash, Cash Equivalents and Investments (continued):

Investment Authority and Policy:
Scholars Choice Fund and Direct Portfolio Fund

The Board approves the investment policies for both the SCF and DPF. Investments of assets in
the Scholars Choice College Savings Trust and Direct Portfolio College Savings Trust and the
underlying portfolios are selected and managed in accordance with the standards set forth in the
Colorado Revised Statutes Sections 15-1-304 and 15-1.1-102. Consistent with these standards,
the Board, or its designated committee, will determine from time to time suitable investment
parameters for the Scholars Choice College Savings Trust and the Direct Portfolio College
Savings Trust, which seek to control risk through portfolio diversification. Generally,
investments include money market funds, and bond and equity mutual funds. Each mutual fund
in which an underlying portfolio is invested shall comply with the investment policy’s permitted
investment guidelines.

The table below identifies the significant investment types that are authorized for the Scholars
Choice and Direct Portfolio Funds:

Authorized Maximum Maximum
Investment Maximum Percentage Investment in
Type Maturity of Portfolio One Issuer [A]

U.S. Treasury Obligations None None None
U.S. Agency Securities None None None
Certificates of Deposit 12 months [B] [B]
Commercial Paper 9 months None None
General or Revenue Obligations ~ None None None
Repurchase Agreements [C] None None None
Investment Agreements None None None
Banker’s Acceptances None None None
Domestic Equity Securities N/A [D] [D]
Foreign Equity Securities N/A [E] [E]
Money Market Funds N/A None None
Demand Deposits N/A None None

[A]No more than 10% of the total amount of the fixed-income portion shall be committed to
the securities of any one issuer at the time of purchase, with the exception of securities
issued or guaranteed by the full faith and credit of the United States or AAA rated
securities issued by governmental agencies as to which there is no limit.
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COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2005 AND 2004

2. Cash, Cash Equivalents and Investments (continued):
Investment Authority and Policy (continued):
Scholars Choice Fund and Direct Portfolio Fund (continued)

[B] No more the 5% of the assets of the short-term investment account shall be committed to
certificates of deposit from one institution.

[C] Repurchase agreements must be secured by U.S. Treasury Obligations or U.S. Agency
Securities.

[D] No more than 5% of the total amount of the underlying portfolio in the securities of any
one issuer; no more than 5% of the outstanding shares of any single corporation; and no
more than 25% of the total amount of the underlying portfolio in any one industry.

[E] No more than 5% of the total amount of the underlying portfolio in the securities of any
one issuer; no more than 5% of the outstanding shares of any single corporation;
investment in any one country shall be no more than a) 25% of the total amount of the
underlying portfolio, or b) the country weight in the EAFE benchmark plus 10% and a
minimum of eight countries should be represented in the underlying portfolio.

Stable Value Plus Fund

The Board approves the investment policy for the SVP. Generally, investments include any
funding agreement, guaranteed interest contract, guaranteed investment contract, annuity
contract, repurchase agreement or other similar investments which are issued by an insurance
company or other investment provider with financial strength ratings in any one of the three
highest rating categories by two or more nationally recognized rating agencies which regularly
rate the ability of such investment providers to pay claims. The SVP may terminate any
agreement with an existing investment provider should two or more of the nationally recognized
rating agencies reduce their rating of the provider to a category that is below the lowest “A”
rating. As of June 30, 2005, the Travelers Insurance Company’s rating met the requirements of
the investment policy.
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COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2005 AND 2004

2. Cash, Cash Equivalents and Investments (continued):

The Funds’ investments, at fair value, as of June 30 are as follows:

Investment 2005 2004
(dollar amounts expressed in thousands)

Salomon Brothers Investors Value Fund $ 377,779 $ 382,247
Smith Barney Large Cap Growth Fund 375,144 382,908
BlackRock Government Income Fund 205,368 -
Vanguard Total Stock Market Index Fund 171,955 -
MFS Government Securities Fund - 228,978
Smith Barney Short-Term Investment Grade Bond Fund 146,675 130,801
Smith Barney Investment Grade Fund 146,468 141,889
Vanguard Total Bond Market Index Fund 129,413 -
AFG EuroPacific Growth Fund 122,146 82,498
Smith Barney Small Cap Core Fund - 121,827
Smith Barney Small Cap Value Fund 91,068 -
Salomon Brothers Small Cap Growth Fund 63,549 -
Smith Barney Cash Portfolio Fund 57,877 45,953
Salomon Brothers High Yield Bond Fund 36,290 -
Investment Agreement — Travelers 21,657 17,868
Vanguard Total International Stock Index Fund 16,338 -
Vanguard Prime Money Market Fund 9,137 -
Vanguard Inflation-Protected Securities Fund 6,673

$1,977,537 $1,534,969
Interest Rate Risk:

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value
of an investment. Generally, the longer the maturity of an investment, the greater the sensitivity of
its fair value to changes in market interest rates. Collegelnvest provides participants investment
opportunities in various portfolios that are constructed from a range of mutual funds that it has
selected. Collegelnvest does not actively manage interest rate risk except through its mutual fund
selection process. CAM and the Managers of the Funds report interest rate risk evaluation of the
fixed income mutual funds in the various portfolios based on the following methods:
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COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2005 AND 2004

2. Cash, Cash Equivalents and Investments (continued):

Interest Rate Risk (continued):

Weighted
Average
Duration Maturity
BlackRock Government Income Fund 4.3 years
Smith Barney Short-Term Investment Grade Bond Fund 1.6 years
Smith Barney Investment Grade Fund 8.9 years
Salomon Brothers High Yield Bond Fund 4.6 years
Vanguard Total Bond Market Index Fund 6.8 years
Vanguard Inflation-Protected Securities Fund 10.8 years
Credit Risk:

Generally, credit risk is the risk that an issuer or other counterparty to an investment will not
fulfill its obligation to the holder of the investment. This is measured by the assignment of a
rating by a nationally recognized statistical rating organization. Investment options in SCF and
DPF attempt to diversify risk by offering multiple portfolio options with a range of credit risk
characteristics. Investments of the Underlying Portfolios shall be selected and managed in
accordance with the standards set forth in Section 15-1-304, C.R.S. That is, (a) with the care
which men of prudence, discretion and intelligence exercise in the management of the property
of another, not in regard to speculation but in regard to the permanent disposition of funds,
considering the probable income as well as the probable safety of capital, and (b) for the sole
benefit of the beneficiary. Investment decisions shall be made in accordance with the prudent
investor rule set forth in Section 15-1.1-102, C.R.S. Consistent with the above, the Committee
will determine, from time to time, suitable investment parameters for the Scholars Choice
College Savings Trust and the Direct Portfolio Trust which seeks to control risk through
portfolio diversification. Additionally, Collegelnvest’s investment policy states that all mutual
fund assets are subject to the provisions of the Investment Company Act of 1940. As of June 30,
2005, investments in the SCF and DPF portfolios and the Funding Agreement were unrated.
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COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2005 AND 2004

3. Units:

The beneficial interests of each participant and beneficiary in the net assets of the portfolios are
represented by units. Contributions to and redemptions from the portfolios are subject to terms and
limitations defined in the participation agreement between the participant and the respective fund.
Contributions to SCF and DPF (other than by electronic funds transfers) will purchase units in a
portfolio at the net asset value per unit for that portfolio calculated no later than the business day
following the day payment is received by CGM or the Managers. Contributions by electronic funds
transfers will purchase units at the unit value calculated on the day of transfer or, in certain cases,
on the day that the monies become available. Contributions to SVP, including contributions
received by electronic transfer, will purchase units at the net asset value calculated on the
business day immediately preceding the date the contributions are invested with Travelers.
Contributions are required to be invested with Travelers within thirty days of receipt by
Collegelnvest.

Withdrawals from SCF or DPF result in the redemption of units, based on the unit value next
determined following CGM’s or the Manager’s receipt of the withdrawal request. Unit values for
each portfolio are determined daily. There are no distributions of net investment gains or net
investment income to the portfolios’ participants or beneficiaries. Withdrawals from SVP result in
the redemption of units, based on the unit value determined on the date immediately preceding
the date that a payment is made by Collegelnvest in satisfaction of a withdrawal request. Unit
values for the Fund are determined daily. There are no distributions of net investment gains or
net investment income to the participants or beneficiaries.

4. Retirement Plan:
Plan Description:

All of Collegelnvest’s employees participate in the Combined State and School Division Trust
Fund (CSSDTF), a defined benefit pension plan. The plan’s purpose is to provide income to
members and their families at retirement or in case of death or disability. The plan is a cost sharing
multiple-employer plan administered by the Public Employees’ Retirement Association (PERA).
PERA was established by state statute in 1931. Responsibility for the organization and
administration of the plan is placed with the Board of Trustees of PERA. Title 24, Article 51, of
the Colorado Revised Statutes (CRS), as amended, assigns the authority to establish benefit
provisions to the General Assembly. Changes to the plan require legislation by the General
Assembly. The state plan and other divisions’ plans are included in PERA’s financial statements,
which may be obtained by writing PERA at 1300 Logan Street, Denver, Colorado 80203 or by
calling PERA at 303-832-9550 or 1-800-729-PERA (7372), or by visiting www.copera.org.

33



COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2005 AND 2004

4. Retirement Plan (continued):
Plan Description (continued):

Plan members vest after five years of service and most are eligible for retirement benefits at age 50
with 30 years of service, age 60 with 20 years of service or at age 65 with 5 years of service.
Members are also eligible for retirement benefits without a reduction for early retirement if they are
at least 55 and have a minimum of 5 years of service credit, and their age plus years of service
equals 80 or more. State troopers and judges comprise a small percentage of plan members but
have higher contribution rates and state troopers are eligible for retirement benefits at different ages
and years of service. Monthly benefits are calculated as a percentage of highest average salary
(HAS). HAS is one-twelfth of the average of the highest salaries on which contributions were paid,
associated with three periods of 12 consecutive months of service credit.

Members disabled, who have five or more years of service credit, six months of which has been
earned since the most recent period of membership, may receive retirement benefits if determined
to be permanently disabled. If a member dies before retirement, their spouse or their eligible
children under the age of 18 (23 if a full time student) are entitled to monthly benefit payments. If
there is no eligible spouse, financially dependent parents will receive a survivor’s benefit.

Funding Policy:

Plan members and the State are required to contribute to the CSSDTF at a rate set by statute. Most
employees contribute 8.0% of their gross covered wages to an individual account in the plan.
During fiscal years 2005 and 2004, the state contributed 10.15 percent of the employee’s gross
covered wages. Effective July 1, 2004, 1.02% of the total contribution was allocated to the Health
Care Trust Fund.

The annual gross covered wages subject to PERA is the gross earnings less any reduction in pay to
offset employer contributions to the state sponsored IRC 125 plan established under Section 125 of
the Internal Revenue Code. The contribution requirements of plan members and their employers
are established under Title 24, Article 51, Part 4 of the CRS, as amended, and may be amended, by
the General Assembly.

Collegelnvest’s contributions on behalf of the Funds to the programs described above for the years

ended June 30, 2005, 2004 and 2003 were $46,000, $35,000 and $12,000, respectively. These
contributions met the contribution requirement for each year.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2005 AND 2004

5. Voluntary Tax-deferred Retirement Plans:

PERA offers a voluntary 401k plan entirely separate from the defined benefit pension plan. The
State offers a 457 deferred compensation plan and certain agencies and institutions of the State
offer 403b or 401(a) plans. Members who contribute to any of these plans also receive the State
match, when available.

In January 2001, the MatchMaker Program established a state match for PERA members’
voluntary contributions to tax-deferred retirement plans. The PERA Board sets the level of the
match annually based on the actuarial funding of the defined benefit pension plan. The match is
only available when the actuarial value of the defined benefit plan assets is 110 percent of
actuarially accrued plan liabilities. This condition was not met during the year ended June 30,
2005.

6. Postretirement Health Care and Life Insurance Benefits:

Health Care Program

PERACare (formerly known as the PERA Health Care Program) began covering benefit recipients
and qualified dependents on July 1, 1986. This benefit was developed after legislation in 1985
established the Program and the Health Care Trust Fund (HCTF). Under this program, PERA
subsidizes a portion of the monthly premium for health care coverage. Title 24, Article 51, Part 12
of the CRS, as amended, assigns the authority to establish the HCTF benefit provisions to the
General Assembly.

The benefit recipient pays any remaining amount of that premium through an automatic deduction
from the monthly retirement benefit. During fiscal year 2005, the premium subsidy was $115.00
for those with 20 years of service credit ($230.00 for members under age 65 and not eligible for
Medicare), and it was reduced by 5% for each year of service fewer than 20.

The Health Care Trust Fund is maintained by an employer’s contribution as discussed above in
Note 4.

Monthly premium costs for participants depend on the health care plan selected, the number of
persons covered, Medicare eligibility, and the number of years of service credit. PERA contracts
with a major medical indemnity carrier to administer claims for self-insured plans, and with health
maintenance organizations providing services within Colorado. As of December 31, 2004, there
were 39,668 enrollees in the plan.
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JUNE 30, 2005 AND 2004

6. Postretirement Health Care and Life Insurance Benefits (continued):

Life Insurance Program

PERA provides its members access to two group life insurance plans offered by Prudential and
Anthem Life (formerly known as Rocky Mountain Life). Effective April 1, 2005, PERA
consolidated the two plans and Unum Provident became the administrator. Members who
transition to the new plan may continue coverage into retirement. Premiums are collected monthly
by payroll deduction or other means.

7. Risk Management:
Self Insurance

The State of Colorado currently self-insures its agencies, officials and employees for the risks of
losses to which they are exposed. That includes general liability, motor vehicle liability and
worker’s compensation. The state Risk Management Fund is a restricted General Fund used for
claims adjustment, investigation, defense and authorization for the settlement and payment of
claims or judgements against the State except for employee medical claims. Property claims are
not self-insured; rather the State has purchased insurance.

Colorado employers are liable for occupational injuries and diseases of their employees. Benefits
are prescribed by the Worker’s Compensation Act of Colorado for medical expenses and loss of
wages resulting from job-related disabilities. The State utilizes the services of Pinnacol Assurance
(formerly Colorado Compensation Insurance Authority), a related party, to administer its plan. The
State reimburses Pinnacol Assurance for the current cost of claims paid and related administrative
expenses.

Collegelnvest participates in the Risk Management Fund. State agency premiums are based on an
assessment of risk exposure and historical experience. Liabilities are reported when it is probable
that a loss has occurred and the amount of that loss can be reasonably estimated. Liabilities include
an amount for claims that have been incurred but not reported. Because actual claims liabilities
depend on such complex factors as inflation, changes in legal doctrines and damage awards, the
process used in computing claims liability does not necessarily result in an exact amount. Claims
liabilities are reevaluated periodically to take into consideration recently settled claims, the
frequency of claims and other economic and social factors.
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7. Risk Management (continued):

Self Insurance (continued)

The limits of liability for which the State accepts responsibility pursuant to the Colorado
Governmental Immunity Act, section 24-10-101 are as follows:

Liability Limits of Liability
General & Automobile Each person $150,000

Each occurrence $600,000

There were no significant reductions or changes in insurance coverage from the prior year. Settled
claims did not exceed insurance coverage in any of the past three fiscal years.

Furniture and Equipment

The State of Colorado carries a $15,000 deductible replacement policy on all State owned furniture
and equipment. For each loss incurred, Collegelnvest is responsible for the first $1,000 of the
deductible and the State of Colorado is responsible for the next $14,000 of the deductible. Any
loss in excess of $15,000 is covered by the insurance carrier up to replacement cost.

8. Net Assets:

All of the Funds’ fiduciary net assets of $1.978 billion and $1.536 billion as of June 30, 2005 and
2004, respectively, are net assets held in trust on behalf of investors in the Funds.

9. Subsequent Events:

On July 1, 2005, Citigroup sold all of the assets of its Travelers Insurance Company subsidiary to
MetLife, Inc. (NYSE: MET). This sale did not affect the terms of the Travelers Agreement.

On July 1, 2005, Citigroup announced its agreement to sell its worldwide asset management
business (CAM) in exchange for Legg Mason, Inc.’s (NYSE: LM) private client brokerage and
capital markets businesses. The transaction was completed on December 1, 2005. The Board has
approved the assignment of Citigroup’s agreement with Collegelnvest to Legg Mason, Inc.
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m Clifton
Gunderson LLP

Certified Public Accountants & Consultants

Independent Auditor’s Report on Internal Control
Over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Members of the Legislative Audit Committee:

We have audited the basic financial statements of Collegelnvest, College Savings Program Funds as of
and for the year ended June 30, 2005, and have issued our report thereon dated September 1, 2005.
We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Collegelnvest, College Savings Program Funds’
internal control over financial reporting in order to determine our auditing procedures for the purpose
of expressing our opinion on the basic financial statements and not to provide an opinion on the
internal control over financial reporting. Our consideration of the internal control over financial
reporting would not necessarily disclose all matters in the internal control that might be material
weaknesses. A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that misstatements caused
by error or fraud in amounts that would be material in relation to the basic financial statements being
audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over financial
reporting and its operation that we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Collegelnvest, College Savings Program
Funds’ basic financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

6399 S. Fiddler’s Green Circle
Suite 100
Greenwood Village, Colorado 80111

tel: (303) 779-5710

fax: (303) 779-0348 38 Member o
www.cliftoncpa.com Offices in 13 states and Washington, DC HL International



This report is intended solely for the information and use of the Legislative Audit Committee and
management and is not intended to be and should not be used by anyone other than these
specified parties.

%WAL/A

Greenwood Village, Colorado
September 1, 2005
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Collegelnvest
Scholars Choice Fund
Supplementary Schedule - Combining Schedule of Fiduciary Net Assets
June 30, 2005
(Dollar amounts expressed in thousands)

Balanced
All Cap Global All All Cap
Portfolio Portfolio Portfolio Portfolio Portfolio Portfolio Portfolio Fixed Growth and Cap Growth ~ Growth and
1 2 3 4 5 6 7 Income Equity Value and Value Value Total

Fiduciary assets:

Cash and cash equivalents $ 331 § 201 $ (193) $ (22) $ (239) $ (111) $ 4 s (100) $ 335 $ 34 $ 44 $ 18 294

Investments, at fair value 173,764 164,777 165,611 365,481 163,995 120,916 37,452 29,517 371,928 6,863 17,325 4,735 1,622,364

Receivable for portfolio units sold 538 254 297 437 388 198 84 17 406 65 130 16 2,830

Dividends and interest receivable 62 87 148 388 207 231 52 73 - - - - 1,248

Due from plan managers 14 14 14 31 13 10 3 2 30 1 1 - 133
Total fiduciary assets 174,709 165,333 165,877 366,315 164,364 121,244 37,587 29,509 372,699 6,963 17,500 4,769 1,626,869
Liabilities:

Accounts payable 1 1 1 4 1 1 - - 3 - - - 12

Payable for investments purchased 155 425 72 575 142 199 43 97 1,012 99 133 33 2,985

Service and investment fees payable 100 95 97 218 101 75 24 19 225 4 8 2 968

Due to participants 11 11 11 24 11 8 2 2 24 - 1 - 105

Due to Stable Value Plus Fund 32 30 30 67 30 22 7 5 68 1 4 1 297

Due to Direct Portfolio Fund 25 24 25 53 24 18 5 5 54 1 2 1 237

Due from Student Loan Program Funds (56) (53) (53) (116) (52) (39) (12) 9) (119) (2) (6) (2) (519)
Total liabilities 268 533 183 825 257 284 69 119 1,267 103 142 35 4,085
Total fiduciary net assets, held in trust $ 174,441 $ 164,800 $ 165,694 $ 365,490 $ 164,107 $ 120,960 $ 37518 $ 29,390 $ 371432 % 6,860 $ 17,358 $ 4,734 1,622,784
Units outstanding 14,422,567 13,143,833 13,444,726 28,493,676 13,596,994 10,046,994 3,128,857 2,277,062 37,588,325 671,687 1,699,584 470,476 138,984,781
Unit value $ 1210 $ 1254 $ 1232 $ 12.83 $ 12.07 % 12.04 $ 1199 $ 1291 $ 9.88 $ 10.21 $ 10.21 $ 10.06 11.68

See accompanying independent auditor's report
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Additions:
Gross earnings on investments:
Dividends
Net realized and unrealized loss from
security transactions

Less investment fees
Net investment income

Participant contributions
Total additions
Deductions:
Benefits paid to participants and withdrawals
Service fees
Administrative fees
Reduced operating expenses
Total deductions
Portfolio exchanges, net
Net change in fiduciary net assets before transfers
Administrative fee transfer
Transfer to Direct Portfolio Fund
Due to participants
Fiduciary net assets, beginning of year

Fiduciary net assets, end of year

See accompanying independent auditor's report

Collegelnvest

Scholars Choice Fund
Supplementary Schedule - Combining Schedule of Changes in Fiduciary Net Assets
For the fiscal year ended June 30, 2005
(Dollar amounts expressed in thousands)

Balanced

All Cap Global All All Cap

Portfolio Portfolio Portfolio Portfolio Portfolio Portfolio Portfolio Fixed Growthand  Cap Growth ~ Growth and

1 2 3 4 5 6 7 Income Equity Value and Value Value Total
4,023 $ 4273 $ 4,89 $ 11,424 $ 4712 $ 3,175 $ 964 $ 1,666 $ 5621 $ -3 3 s 18 40,757
4,505 3,576 4,052 5,501 2,361 349 (93) 859 81 52 83 22 21,348
8,528 7,849 8,947 16,925 7,073 3,524 871 2,525 5,702 52 86 23 62,105
(134) (196) (170) (410) (125) (86) (177) (45) (208) - ?3) 1) (1,555)
8,394 7,653 8,777 16,515 6,948 3,438 694 2,480 5,494 52 83 22 60,550
79,608 39,776 42,081 75,543 33,212 21,308 5,946 6,725 70,822 5,016 9,657 3,369 393,063
88,002 47,429 50,858 92,058 40,160 24,746 6,640 9,205 76,316 5,068 9,740 3,391 453,613
7,644 6,956 7,029 22,648 5,866 11,230 10,472 7,475 23,938 6 113 39 103,416
926 934 943 2,127 966 671 201 206 2,210 15 27 8 9,234
168 149 156 347 151 105 31 33 356 3 5 2 1,506
(43) (40) (41) (90) (40) (30) 9) @) (91) 2 4) 1) (398)
8,695 7,999 8,087 25,032 6,943 11,976 10,695 7,707 26,413 22 141 48 113,758
(48,140) 3,935 (11,941) (748) 6,522 28,439 19,114 (1,904) (6,249) 1,815 7,764 1,393 -

31,167 43,365 30,830 66,278 39,739 41,209 15,059 (406) 43,654 6,861 17,363 4,736 339,856
(57) (54) (55) (120) (54) (40) (12) (10) (122) ) (6) ) (534)
(36,076) (26,786) (23,349) (56,951) (19,407) (14,832) (4,963) (11,797) (41,325) - - - (235,486)
15 14 14 31 14 10 3 2 31 1 1 - 136
179,392 148,261 158,254 356,252 143,815 94,613 27,431 41,601 369,193 - - . 1,518,812
174,441 ¢ 164,800 $ 165694 $ 365490 $ 164,107 $ 120,960 $ 37,518 $ 29,390 $ 371,432 $ 6,860 $ 17,358 $ 4734 $ 1,622,784
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Collegelnvest
Scholars Choice Fund
Supplementary Schedule - Combining Schedule of Investments
June 30, 2005
(Dollar amounts expressed in thousands)

Balanced
All Cap Global All All Cap
Portfolio Portfolio Portfolio Portfolio Portfolio Portfolio  Portfolio Fixed Growth &  Cap Growth Growth
1 2 3 4 5 6 7 Income Equity Value & Value & Value Total
Underlying funds:
Smith Barney Large Capitalization
Growth Fund $ 42855 $ 40,800 $ 32,740 $ 72338 $ 24560 $ 12,047 $ 1835 $ - $ 147969 $ - 8 -3 - 375,144
Salomon Brothers Investors Value Fund 43,308 41,005 32,998 72,871 24,691 12,110 1,890 - 148,905 - - - 377,778
Smith Barney Small Capitalization
Value Fund 13,148 8,297 8,382 9,271 4,196 - - - 18,852 6,863 17,325 4,735 91,069
Salomon Brothers Small Capitalization
Growth Fund 13,182 8,524 8,590 9,499 4,316 - - - 19,439 - - - 63,550
Smith Barney Investment Grade Bond Fund 17,638 24,943 24,963 55,188 16,349 - - 7,386 - - - - 146,467
Smith Barney - Short-Term Investment
Grade Bond Fund - - 8,236 54,712 32,712 24,174 22,418 4,422 - - - - 146,674
AFG EuroPacific Growth Fund 26,033 16,416 16,504 18,274 8,157 - - - 36,763 - - - 122,147
BlackRock Government Income Fund 17,600 24,792 24,898 55,015 24,448 42,387 - 16,229 - - - - 205,369
Salomon Brothers High Yield Bond Fund - - 8,300 18,313 8,196 - - 1,480 - - - - 36,289
Smith Barney Money Funds - Cash Portfolio - - - - 16,370 30,198 11,309 - - - - - 57,877
Total investments, at fair value $ 173,764 $ 164,777 $ 165611 $ 365481 $ 163,995 $ 120,916 $ 37,452 $ 29,517 $ 371,928 $ 6,863 $ 17,325 $ 4,735 $ 1,622,364

See accompanying independent auditor's report.
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Fiduciary assets:
Investments, at fair value $
Dividends and interest receivable
Due from plan managers
Due from Scholars Choice Fund
Total fiduciary assets

Liabilities:
Accounts payable
Service and investment fees payable
Due to Student Loan Program Funds

Total liabilities
Total fiduciary net assets, held in trust $

Units outstanding

Unit value $

See accompanying independent auditor's report

Collegelnvest
Direct Portfolio Fund
Supplementary Schedule - Combining Schedule of Fiduciary Net Assets
June 30, 2005
(Dollar amounts expressed in thousands)

Colorado Colorado Colorado Colorado Colorado Total Colorado Prime
Aggressive Growth Moderate Conservative Income Stock Bond Money
Growth Plan Growth Growth Portfolio Index Index Market Total
24975 $ 78,974 $ 94,763 $ 44219 $ 26,641 $ 49,607 $ 11,998 $ 2,339 $ 333,516
- 101 173 104 65 - 44 6 493
2 6 8 4 2 4 1 - 27
18 55 67 31 20 35 9 2 237
24,995 79,136 95,011 44,358 26,728 49,646 12,052 2,347 334,273
- 1 1 - - 1 - - 3
13 42 50 25 14 27 7 1 179
19 62 74 35 21 39 9 2 261
32 105 125 60 35 67 16 3 443
24,963 $ 79,031 $ 94,886 $ 44298 $ 26,693 $ 49579 $ 12,036 $ 2,344 $ 333,830
2,329,153 7,312,051 8,891,345 4,205,273 2,608,294 4,464,442 1,177,530 231,761 31,219,849
10.72 $ 10.81 $ 10.67 $ 1053 $ 10.23 $ 1111 $ 10.22 $ 10.12 $ 10.69
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Additions:
Gross earnings on investments:
Dividends
Net realized and unrealized loss from
security transactions

Less investment fees
Net investment income

Participant contributions
Total additions
Deductions:
Benefits paid to participants and withdrawals
Service fees
Administrative fees
Excess operating expenses
Total deductions
Portfolio exchanges, net
Net change in fiduciary net assets before transfers
Administrative fee transfer
Transfer from Scholars Choice Fund
Fiduciary net assets, beginning of year

Fiduciary net assets, end of year

See accompanying independent auditor's report

$

For the fiscal year ended June 30, 2005
(Dollar amounts expressed in thousands)

Collegelnvest
Direct Portfolio Fund
Supplementary Schedule - Combining Schedule of Changes in Fiduciary Net Assets

Colorado Colorado Colorado Colorado Colorado Total Colorado Prime
Aggressive Growth Moderate Conservative Income Stock Bond Money
Growth Plan Growth Growth Portfolio Index Index Market Total
217 % 1,485 $ 2,062 $ 1,004 $ 710 $ 688 $ 377 $ 28 6,571
207 3,620 3,753 1,108 (35) 4,175 (56) - 12,772
424 5,105 5,815 2,112 675 4,863 321 28 19,343
(12) (49) (57) (23) 17 (26) ) 1) (192)
412 5,056 5,758 2,089 658 4,837 314 27 19,151
18,184 23,915 18,784 9,181 6,642 8,325 2,631 1,963 89,625
18,596 28,971 24,542 11,270 7,300 13,162 2,945 1,990 108,776
164 1,168 1,901 369 2,250 1,246 1,534 477 9,109
55 262 333 151 84 184 46 6 1,121
10 48 60 27 16 32 8 1 202
18 55 67 31 20 35 9 2 237
247 1,533 2,361 578 2,370 1,497 1,597 486 10,669
6,596 (2,735) (3,998) 1,116 2,746 (3,445) (1,118) 838 -
24,945 24,703 18,183 11,808 7,676 8,220 230 2,342 98,107
18 55 67 31 20 35 9 2 237
- 54,273 76,636 32,459 18,997 41,324 11,797 - 235,486
24,963 $ 79,031 $ 94,886 $ 44,298 3 26,693 49,579 $ 12,036 $ 2,344 333,830

45



Collegelnvest

Direct Portfolio Fund
Supplementary Schedule - Combining Schedule of Investments

June 30, 2005
(Dollar amounts expressed in thousands)

Colorado Colorado Colorado Colorado Colorado Total Colorado Prime
Aggressive Growth Moderate Conservative Income Stock Bond Money
Growth Plan Growth Growth Portfolio Index Index Market Total
Underlying funds:

Vanguard Inflation-Protected Securities Fund ~ $ - $ - $ - $ - $ 6,673 $ - - $ - $ 6,673
Vanguard Prime Money Market Fund 63 77 @an 7 6,666 8 (4) 2,339 9,139
Vanguard Total Bond Market Index Fund - 27,777 47,549 28,783 13,302 - 12,002 - 129,413
Vanguard Total International Stock Index Fund 3,741 7,873 4,723 - - - - - 16,337
Vanguard Total Stock Market Index Fund 21,171 43,247 42,508 15,429 - 49 599 - - 171,954
Total investments, at fair value $ 24975 $ 78,974 $ 94,763 $ 44219 $ 26,641 $ 49,607 11,998 $ 2,339 $ 333,516

See accompanying independent auditor's report.
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