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Members of the Legidative Audit Committee:

This report contains the results of the financial and compliance audit of the Student Loan
Program Funds of Collegelnvest as of June 30, 2007. The audit was conducted pursuant to
Section 2-3-103 and 23-3.1-201, C.R.S., which authorizes the State Auditor to conduct audits of
the departments, institutions and agencies of State government.
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December 10, 2007
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REPORT SUMMARY

COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
FINANCIAL AUDIT
FISCAL YEAR ENDED JUNE 30, 2007

Purpose and Scope

The Office of the State Auditor, State of Coloraalmaged Clifton Gunderson LLP to conduct
the financial and compliance audit of Collegelnvesident Loan Program Funds (Student Loan
Program Funds) for the Fiscal Year ended June @07.2 Clifton Gunderson LLP performed
this audit in accordance with auditing standardeegally accepted in the United States of
America and the standards applicable to financialita contained inGovernment Auditing
Standardsissued by the Comptroller General of the Uniteates.

The purpose and scope of our audit was to expmesspenion on the Student Loan Program
Funds basic financial statements as of and foFibeal Year ended June 30, 2007.

Audit Opinions and Reports

We expressed an unqualified opinion on the Studer@n Program Funds basic financial
statements as of and for the year ended June 8@, 20

Summary of Key Findings and Recommendations
There was a significant deficiency relating to theording of accrued interest receivable in the
bond funds. This finding is presented as Findihgr#the findings and recommendations section
of this report.

There was a significant deficiency relating to segregation of duties. This finding is presented
as Finding #2 in the findings and recommendati@asien of this report.

There were no findings or recommendations for & gnded June 30, 2006.



Required Communication

Auditor’'s Responsibility Under Generally Accepteduditing Standards. Our audit of the
financial statements of the Collegelnvest Studey@n_Program Funds for the years ended June
30 2007 and 2006, was conducted in accordanceawitliting standards generally accepted in
the United States of America. Those standardsinediat we plan and perform the audit to
obtain reasonable, but not absolute, assurance albather the financial statements are free of
material misstatement. Reasonable assurance audib is obtained by examining evidence
supporting the amounts and disclosures in the Giahstatements on a test basis. An audit does
not include verification of all transactions andc@aent balances, nor does it represent a
certification of the absolute accuracy of the ficiahstatements.

In testing whether the financial statements are kmaterial misstatement, we focus more of
our attention on items with a higher potential cdterial misstatement, and less on items that
have a remote chance of material misstatement. tlisrpurpose, accounting literature has

defined materiality as “the magnitude of an omissio misstatement of accounting information

that, in the light of surrounding circumstances,kesit probable that the judgment of a

reasonable person relying on the information wdwdste been changed or influenced by the
omission or misstatement.”

An audit also includes assessing the accountintripies used and significant estimates made
by management, as well as evaluating the overahftial statement presentation. Although we
may make suggestions as to the form and contettieofinancial statements, or even prepare
them in whole or in part, the financial statemeetsain the representations of management. In
an audit, our responsibility with respect to theaficial statements is limited to forming an
opinion as to whether the financial statements arfair presentation of the Student Loan
Program Funds’ financial position, results of opierss, and cash flows.

Significant Accounting Policies. There were no significant accounting policies tbeir
application which were either initially selectedatranged during the year.

There were no significant, unusual transactiongdntroversial or emerging areas for which
there is a lack of authoritative guidance or cosasn

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

Audit Adjustments We noted no adjustments during our audit.

Uncorrected Misstatements.The accompanying Finding #1 in the Findings and
Recommendations section of this report describaesnaorrected misstatement pertaining to the
most recent period presented in the financial statés. Management had determined that this
uncorrected misstatement is immaterial, both imhliglly and in the aggregate, to the financial

statements taken as a whole.



Other Information in Documents Containing Audited iRancial Statements. In connection
with the Funds’ annual report, we did not performy gorocedures or corroborate other
information included in the annual report. Howewee read management’s discussion and
analysis of financial conditions and results of raiens and considered whether the information
or the manner in which it was presented was mdierniaconsistent with information or the
manner of presentation of the financial statemeBi@sed on our reading, we concluded that the
information did not require revision.

Disagreements With Managemen®here were no disagreements with management andial
accounting and reporting matters, auditing procesiuror other matters which would be
significant to the Student Loan Program Funds’ritial statements or our report on those
financial statements.

Consultations With Other AccountantsWe were informed by management that they made no
consultations with other accountants on the apipdicaof generally accepted accounting
principles or generally accepted auditing standards

Major Issues Discussed With Management Prior to Bation. There were nanajor issues,
including the application of accounting principlasd 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 performafoar audit.
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COLLEGEINVEST STUDENT LOAN FUND
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Entity’s
Recommendation Summary Response
Collegelnvest should implement Agree

procedures to ensure all proper
accruals are recorded during the

year end process and that revenue

and receivables are reported accurately
for the period in which they are
accrued.

Collegelnvest should segregate Agree
duties of user setup and

system administration from duties

such as vendor setup, accounts

payable and posting journal entries.
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Date

Novendte 2007

Noeerd0, 2007
through
June 308200



DESCRIPTION OF THE
COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS

Organization

The Colorado General Assembly, pursuant to Colofaduised Statutes 23-3.1-2 01, et. seq.,
and 23-3.1-3 01, et. seq., established a studgigiation bond program (Student Loan Program
Funds, which consist of the Bond Funds, the Collegest Early Achievers Scholarship Fund,
and the Nursing Teacher Loan Forgiveness Fundpsagecondary education expense program
(Prepaid Tuition Fund), a scholarship trust progrand an Internal Revenue Code Section 529
college savings program (Scholars Choice Fund,cDipartfolio Fund, and Stable Value Plus
Fund), which are administered by Collegelnvest.e Phograms assist students in meeting the
expenses incurred in availing themselves of higidwcation opportunities. The Executive
Director of the Colorado Department of Higher Edimahas responsibility for oversight and
management of Collegelnvest and appoints the irecf Collegelnvest. In addition,
Collegelnvest has a nine-person Board of Direc{Bmard) designated by the Governor and
approved by the State Senate to serve four-yeaster

Student Loan Program Funds

Primary operations of the student obligation bormypam commenced in 1981. In meeting its
legislative mandate, Collegelnvest issues tax-exemg taxable financings. The amount of tax-
exempt financing authority is limited by federalmme caps for private activity bonds, allocated
to Colorado and by Colorado’s allocation of theapscamong state and local governments that
issue debt. The proceeds from such financingsised to originate and purchase student loans.
Collegelnvest is authorized to issue its own reeehands, notes and other obligations in the
aggregate amount of $2.0 billion. The bonds docooistitute an indebtedness, debt or liability
of the State of Colorado.

The financial statements of the Student Loan Pragfands present the activities of the Bond
Funds, Collegelnvest’'s Borrower Benefit Fund, NugsiTeacher Loan Forgiveness, and Early
Achievers Scholarship Fund, formerly known as th@leége in Colorado Scholarship Trust
Fund. Each Bond Fund represents bond proceedariaéstricted by the financing documents
of each individual bond issue. Each Bond Funatt®anted for separately and is a separate trust
estate. The Borrower Benefit Fund consists of tasaad revenue that are not pledged as
collateral to the Bond Funds. These monies ardablaifor the administration of Collegelnvest
and for use in other programs in accordance witts @R-3.1-201 that are authorized by the
General Assembly.



During the 2004 legislative session, the GeneradeAwbly enacted H.B. 04-1350, making
several changes to the Student Loan Program Feffdstive for fiscal year 2005. Nonresidents
are now allowed to obtain student loans throughle@elnvest. The definition of “Student
Loan” has been expanded to include loans made $iytutions of higher education or by
nonprofit corporations operating on behalf of thstitution, located outside of Colorado. The
definition of “lender” now includes any domesticabch or agency of a foreign bank duly
licensed by a State or the United States.

Early Achievers Scholarship Trust Fund

Colorado Achievement Scholarship Program (SchalafBfogram), created in statute as Colorado
Achievement Scholarship Trust Fund, was createdCbiprado statute CRS 23-3.1-206.9 to
provide higher education scholarships for eligétiedents. Collegelnvest was designated by the
statute to implement and administer the ScholaBhygram. A scholarship under the Scholarship
Program may only be awarded to undergraduate dsiddm meet certain eligibility requirements
established by the Board in accordance with theatsta

The financial activities of the Early Achievers Starship Trust Fund consists of investment of
monies deposited to the trust by CollegelnvestStad¢e (to the extent appropriated) and as a result
of any gifts, grants, or donations received by €mlnvest for the Scholarship Program, as well as
distribution of scholarships in conformance witle tbligibility requirements established by the
Board. Moneys in the trust may be used by Collegedt to fund the direct and indirect costs of
implementing, marketing, and administering the aisbip Program.

Nursing Teacher Loan Forgiveness Fund

A Loan Forgiveness Fund was created by Coloradatstéo provide student loan forgiveness to
persons who teach courses in nursing at a patiiegpanstitution of higher education for at least
five consecutive academic years after receipt ofaaded degree. The General Assembly
appropriates funds for the program to the Color@dpartment of Higher Education (DHE).
Collegelnvest was designated by statute to adtemthe Nursing Teacher Loan Forgiveness
(NTLF) Fund for the DHE. Repayment of loans thioube program may only be awarded to
persons who meet certain eligibility requiremerstalelished by the Board in accordance with the
statute.

The financial activities of the NTLF Fund consistrmonies deposited in the State Treasurer’s
Cash Fund. Collegelnvest is also authorized teivecand expend gifts, grants, and donations or
monies appropriated by the General Assembly forptheose of implementing the program.
Monies in the trust may be used by Collegelnvesfuted the direct and indirect costs of
administering the NTLF Fund up to $1,600 annually.



FINDINGS AND RECOMMENDATIONS

Finding #1: Accrued Interest and Interest Revenue

Collegelnvest is required to report its activity the accrual basis accordance with accounting
principles generally accepted in the United Statedmerica (U.S. GAAP). GAAP requires that
revenue and related receivables are recognizeldeipériod earned. During the course of our
audit, we compared amounts confirmed to us fromiceg agencies to the amounts recorded on
the trial balances of Collegelnvest. During thisqess, we noted that government paid student
loan interest income earned and receivable wererstated, resulting in a passed adjustment of
approximately $472,000.

Collegelnvest receives reports from its serviceviglers that indicate the amount of interest
income receivable by account, and for each accdyntyond identification number. In this
particular instance, for one of the service prossdénterest income earned and receivable for
two of the three accounts held with the provideramgot properly recorded during the year end
process. Due to the lack of an effective processdcording and reviewing all revenue due to
the Student Loan Funds in the proper period, theummhad not been properly recorded and
reported.

Recommendation #1:

Collegelnvest should implement procedures that renalll proper accruals are recorded during
the year end process and that revenue and recesvabd® reported accurately for the period in
which they are earned.

Collegelnvest’'s Response:

Agree. Collegelnvest will verify all receivabless well as all material balances, to the proper
back-up documentation as part of its monthly andryend review process. This will be
implemented for the November 30, 2007 month endgs®.

Finding #2: Segregation of Duties

Collegelnvest is responsible for designing and ennting internal controls that are sufficient
to adequately safeguard its assets. A componesiraig internal control over assets, such as
cash, includes a proper segregation of dutiesa dingle employee has access to vendor setup
rights, accounts payable, and blank check stoatgutd create a situation where a false vendor
could be established and paid without being dedieict@a timely manner.

As a part of our audit, we gained an understandfrercess controls over network and financial
systems. During our discussions with managemeret, discovered that both the Senior
Accountant and the Accountant Il have full systedmamistration rights to the Great Plains
financial software. Also, both positions have asc® blank check stock, vendor setup rights,

v



and the accounts payable module. Finally, thed@ehicountant possesses rights to enter and
post journal entries. As a mitigating control, ther of these individuals receive the bank

statement or prepare or review the bank reconoihat However, the ability to access assets
and record entries in the financial systems remtssa lack of segregation of duties that should
be addressed.

Recommendation #2:

Collegelnvest should improve its internal controler cash and other assets by expanding its
internal control procedures to include adequateegggion of duties related to employees’
access to accounting system modules and blank &dteck. In addition, Collegelnvest should
adequately segregate the duties of user setup ystdns administration from duties such as
vendor setup, accounts payable, and posting joemtaks. Finally, accounting duties should be
assigned to ensure that adequate segregationie$ auxists.

Collegelnvest’'s Response:

Agree. Collegelnvest has already taken steps torseaccess to blank check stock from
personnel that have system administration righssaff with full administration rights do not
have the authority to send wires, do not have actesdlank check stock and do not have
accounts payable invoice signature authority. &g@linvest has the following compensating
controls that mitigate the risk associated with oacting department staff with full
administration rights to software:

1. All checks and corresponding invoices are revietmwethe Chief Financial Officer.
2. Collegelnvest performs a detailed review of actaddudget on a quarterly basis.

Additionally, Collegelnvest will implement a revieaf all new accounts payable vendors on a
monthly basis. All new vendors will be approved thg Controller and the Chief Financial
Officer. This process will be implemented as ofvBimber 30, 2007.

Collegelnvest also plans to transfer responsibility administrative rights to the Information
Technology Department by June 30, 2008. In therimt Collegelnvest believes the controls
surrounding cash disbursements will be sufficientitigate the risk associated with accounting
department staff with full administration rightstiithe transfer of this function.
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Independent Auditor's Report
Members of the Legislative Audit Committee:

We have audited the accompanying financial staté&nefinthe business-type activities and each
major fund of Collegelnvest, (a division of the Regpnent of Higher Education, State of
Colorado) Student Loan Program Funds, as of anthéogears ending June 30, 2007 and 2006,
which collectively comprise Collegelnvest Studenvah Program Funds’ basic financial
statements as listed in the table of contents.sd li@ancial statements are the responsibility of
Collegelnvest, Student Loan Program Funds’ managemé®ur responsibility is to express
opinions on these financial statements based oauwulits.

We conducted our audits in accordance with audgtagdards generally accepted in the United
States of America and the standards applicablanndial audits contained i@overnment
Auditing Standards, issued by the Comptroller General of the Unitedtés. Those standards
require that we plan and perform the audits to inbteasonable assurance about whether the
financial statements are free of material misstatdgm An audit includes examining, on a test
basis, evidence supporting the amounts and diseesn the financial statements. An audit also
includes assessing the accounting principles used significant estimates made by
management, as well as evaluating the overall fiaduistatement presentation. We believe that
our audits provide a reasonable basis for our opsi

As discussed in Note 1 — Organization and Summargignificant Accounting Policies, the
financial statements of the Student Loan ProgramdBEiare intended to present the financial
position, and results of operations and cash flmw®nly that portion of the financial reporting
entity, the State of Colorado, that is attributatdethe transactions of Collegelnvest, Student
Loan Program Funds. They do not purport to, andatqresent fairly, the financial position of
the State of Colorado as of June 30, 2007 and 28@&he changes in its financial position and
its cash flows, where applicable, for the yearsntlemded, in conformity with accounting
principles generally accepted in the United StateSmerica.

In our opinion, the financial statements referredlbove present fairly, in all material respects,
the financial position of the business-type adegitand each major fund of Collegelnvest,
Student Loan Program Funds, as of June 30, 20072@86, and the changes in its financial
position and its cash flows for the years then dnideconformity with accounting principles
generally accepted in the United States of America.

Member of

International



In accordance withGovernment Auditing Standardsve have also issued our report dated
December 10, 2007 on our consideration of Collegedty Student Loan Program Funds’

internal control over financial reporting and orr tests of its compliance with certain provisions

of laws, regulations, contracts and grant agreesnantl other matters. The purpose of that
report is to describe the scope of our testingndérnal control over financial reporting and

compliance and the results of that testing, andtmqirovide an opinion on the internal control

over financial reporting or on compliance. Thagiae is an integral part of an audit performed
in accordance witlisovernment Auditing Standardsd should be read in conjunction with this

report in considering the results of our audit.

The Management’s Discussion and Analysis on padef125 is not a required part of the
financial statements but is supplementary inforomatrequired by accounting principles
generally accepted in the United States of Amefi¢a.have applied certain limited procedures,
which consisted principally of inquiries of managermhregarding the methods of measurement
and presentation of this supplemental informatidawever, we did not audit the information
and express no opinion on it.

Our audits were performed for the purpose of fognan opinion on the basic financial
statements taken as a whole. The accompanyingesugptary information is presented for
purposes of additional analysis and is not a reguuart of the basic financial statements. Such
information has been subjected to the auditing gutaces applied in the audit of the basic
financial statements and, in our opinion, is fastgted, in all material respects, in relationh® t
basic financial statements taken as a whole.

%WLL/A

Greenwood Village, Colorado
December 10, 2007
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT'S DISCUSSION AND ANALYSIS
AS OF JUNE 30, 2007 AND 2006

This section of the Student Loan Program Fundsh@B) financial statements is a discussion and sisatf the financial
performance of the Funds for the years ended Jun2087, 2006, and 2005. Collegelnvest, a divisiotme Department of
Higher Education (Department) of the State of Gadoradministers the Funds, the Prepaid Tuition Fand the College
Savings Program, which consists of the Scholarsicehdtable Value Plus, and Direct Portfolio FundBhe Funds’
financial results are presented as a proprietang fn the State of Colorado Comprehensive Annumbrkdial Report.
Management of Collegelnvest is responsible foffitiencial statements, footnotes, and this discassithe management'’s
discussion and analysis should be read in conpmetith the Funds’ financial statements.

Overview of the Financial Statements:

This annual report contains two sections - managémeliscussion and analysis (this section) andbh®c financial
statements. The basic financial statements inclu@tatement of Net Assets, a Statement of Revelixgenses and
Changes in Net Assets, and a Statement of CastsFlow

The Statement of Net Assets presents informatioalloof the Funds’ assets and liabilities, with thiference between the
two reported as net assets. Over time, increas#sopeases in the net assets may serve as a inskidator of whether the
financial position of the Funds is improving orel@rating.

The Statement of Revenues, Expenses and Chandést iAssets presents information that reflects hiogv Funds’ net
assets changed during the past year. All chamgiéminet assets are reported as soon as theyingevent giving rise to
the change occurs, regardless of the timing ofréteted cash flows. Thus, revenues and expenseseported in the
statement for some items that will only resultaste flows in future fiscal periods.

The Statement of Cash Flows reports the Funds’ ftagls from operating, investing, non-capital, acapital financing
activities.

Analysis of Major Funds:

Collegelnvest Student Loan Program Funds consigtsuo major funds, the Borrower Benefit Fund, Bend Funds, the
Collegelnvest Early Achievers Scholarship Trust dFUICEAS Trust), formerly known as College In Coliwa
Scholarship Trust, and the Nursing Teacher Loagi#eness Fund (NTLF Fund). The Borrower Benefitdiuhe Bond
Funds, the CEAS Trust, and the NTLF Fund are adeauior as separate enterprise funds within thee@taColorado’s
financial reporting system. However, the State t@iler's Office combines these four Funds in th&atS&s

Comprehensive Annual Financial Report. The Collieg€olorado Scholarship Trust Fund was establidghestatute in
July 2005 and the name was changed to CollegelBagst Achievers Scholarship Trust Fund effectiebfaiary 2007.

In meeting its legislative mandate, the Bond Fuisdsie tax-exempt and taxable financings. The pdxdée®m such
financings are used to originate and purchase studans or to make loans to institutions of higaducation for their
graduate lending programs. These financial awivitare recorded within the Bond Funds in funds andounts
established under the financing documents. Thanfimg documents for each Bond Fund restrict assadtbin each
respective trust estate for the payment of thetaoting obligations. Additionally, revenues gemedawithin the Bond
Funds are pledged as security on the financings.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2007 AND 2006

Analysis of Major Funds (continued):

The net assets of the Funds are restricted bytstaiuthe purpose of administering programs tasassgher education
students in paying tuition, unless otherwise preditbr by law or trust indenture.

Under certain agreements, the Funds provide lifiesadit to institutions of higher education to reakbans to their
graduate students. The Funds and the institutitstsenter into loan purchase agreements provitligigthe Funds shall
purchase the student loans from the institutiot g@ar at an agreed upon price. The proceedstfiersale are to be
used by the institutions to pay principal and ies¢rdue on their lines of credit and to enhancanfiial aid to the
students. As of June 30, 2007, the Funds hadagrgements with six institutions of higher eduaatio

The Funds utilize the Borrower Benefit Fund for ipayt of general and administrative expenses aret atttivities of
the Bond Funds, and Prepaid Tuition, Scholars @h@table Value Plus, Direct Portfolio, CEAS Trastl NTLF Funds
necessary to fulfill their purposes. The general administrative expenses and activities have ladlenated to the
respective funds. Additionally, cash in the BoreswBenefit Fund has been committed by Collegelrweé3bard of
Directors (Board) to fund certain issuance costhefBond Funds, to pay for operating expenseseoBorrower Benefit
Fund and capital expenditures, and to provide vesefor operating expenses and cash flow timintgdihces of the
Prepaid Tuition Fund.

The CEAS Trust is designed to make college a ye#iit deserving students who work hard academically whose
families cannot afford college. The CEAS Trust Wiiarsded by contributions from the Borrower Bené&fiind, the Bond
Funds and the Colorado Student Loan Program ddadg@ofssist (CA).

The NTLF Fund is designed to increase the supplieathers in the nursing field by helping them yetheir student
loans. The program will provide for a payment pfta $20,000 for all or part of the principal amterest on a loan for
persons who teach courses in nursing at a patiiegpatate institution of higher education for eagt five consecutive
academic years after receipt of an advanced degree.

The Executive Director of the Department of Higkelucation and Collegelnvest’s Board approve thaiahibudget and
exercise financial oversight responsibilities af funds.

12



COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2007 AND 2006

Comparison of Current Year Results to Prior Years:
Borrower Benefit Fund:

Borrower Benefit Fund Condensed Statements of Net Assets as of June 30:

2007 2006 2005
(dollar amounts expressed in thousands)
Assets
Cash and investments $ 9,028 $ 11,369 $ 24,940
Interest, other receivables and prepaid expenses 95 81 100
Capital assets, net 559 895 1,172
Net interfund (payable) receivable (447) (103) 774
Total assets 9,235 12,242 26,986
Total liabilities 718 298 319
Net assets:
Invested in capital assets 559 895 1,172
Unrestricted 7,958 11,049 25,495
Total net assets $ 8,517 $ 11,944 $ 26,667

Cash and investments of the Borrower Benefit Fuectrehsed $2.3 million from June 30, 2006 to June2807, due
primarily to a transfer of $4.0 million to the BoRdnds for the Loan Incentives for Teachers Prodgatoan forgiveness
program) which was somewhat offset by a $916,0aBénamount of administrative fees collected inesscof expenses
held in the Fund on behalf of the College SavingggRam Fund’s and $527,000 of interest income wecki Cash and
investments decreased $13.6 million from June 80520 June 30, 2006, due primarily to the transfe$13.9 million to
the CEAS Trust and a transfer of $1.2 million te Bond Funds. These decreases were somewhdt mffsereases in
cash from interest income. These changes argeflsated in the decrease in net assets over ttiedpe

Capital Assets:

The investment in capital assets at June 30, 206d72806 amounted to $559,000 and $895,000, resphctinet of
accumulated depreciation. Capital assets corfsigtrature, equipment and software. The changesapital assets were
as follows:

Balance Additions Depreciation & Balance
June 30, 2006 (Deletions) Amortization June 30, 2007
(dollar amounts expressed in thousands)

Software $ 603 $ 20 $ 289 $ 334
Furniture and equipment 292 58 125 225
Total capital assets, net $ 895% 78 $ 414 $ 559
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2007 AND 2006

Comparison of Current Year Results to Prior Years ¢ontinued):
Borrower Benefit Fund (continued):

Capital Assets (continued):

Balance Additions Depreciation & Balance
June 30, 2005 (Deletions) Amortization June 30, 2006
(dollar amounts expressed in thousands)

Software $ 859 $ 53 $ 309 $ 603
Furniture and equipment 313 37 58 292
Total capital assets, net $ 1,173 0 $ 367 $ 895

The net assets of the Borrower Benefit Fund arggdated primarily for bond issuance costs, opegataserves for all

funds administered by Collegelnvest, cash floweddhces of the Prepaid Tuition Fund and computaipetent and
software.

Borrower Benefit Fund Condensed Statement of Revenues, Expenses and Changes in Net Assets for the Years Ended
June 30:

2007 2006 2005
(dollar amounts expressed in thousands)

Operating revenues:

Net investment income $ 622 $ 487 $ 350
Operating expenses:
General and administrative expenses 49 190 72
Change in net assets before transfers 573 297 278
Transfer to Collegelnvest Early Achievers Scholarsh - (13,850) -
Transfer to Bond Fund (4,000) (1,170) (9,460)
Transfer to Prepaid Tuition Fund - - (1,600)
Transfer from Stable Value Plus Fund - - 247
Change in net assets (3,427) (14,723) (10,535)
Net assets, beginning of year 11,944 26,667 37,202
Net assets, end of year $ 8,517 $ 11,944 $ 26,667
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COLLEGEINVEST

STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2007 AND 2006

Comparison of Current Year Results to Prior Years ¢ontinued):
Borrower Benefit Fund (continued):

Net investment income consists of the following:

2007

2006

2005

(dollar amounts expressed in thousands)

Interest on investments $ 527 $ 573 $ 566
Unrealized gain (loss) on investments 95 (86) (216)
Net investment income $ 622 $ 487 $ 350

The average cash and investment balances for #irs yaded June 30, 2007, 2006, and 2005 were $iilich, $14.9

million, and $25.8 million, respectively, with aage interest returns of 4.7%, 3.8%, and 2.2%, otispéy.

Bond Funds:

Bond Funds Condensed Statements of Net Assets as of June 30:

2007 2006 2005
(dollar amounts expressed in thousands)
Assets:
Cash and investments $ 376,328 $ 145,318 $ 182,784
Student loans, interest, other receivables 1,398,202 1,166,600 1,011,386
Other assets, net 9,422 6,739 5,953
Total assets 1,783,952 1,318,657 1,200,123
Liabilities:
Current:
Accounts payable, interest payable, and other liabilities 7,444 5,581 4,058
Intrafund payable (receivable) (318) (1,290) 729
Bonds and notes payable 15,974 39,612 43,948
Total current liabilities 23,100 43,903 48,735
Noncurrent:
Arbitrage rebate payable 23,774 22,968 20,259
Bonds and notes payable 1,625,330 1,156,304 1,014,916
Total noncurrent liabilities 1,649,104 1,179,272 1,035,175
Total liabilities 1,672,204 1,223,175 1,083,910
Net assets (all restricted) $ 111,748 $ 95,482 116,213
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2007 AND 2006

Comparison of Current Year Results to Prior Years ¢ontinued):
Bond Funds (continued):

The increase in cash and investments of $231.0omilh the Bond Funds from June 30, 2006 to June2807, was
primarily due to the issuance of $506.0 millionnew bonds and notes which was somewhat offset bghpses of
student loans in excess of repayment of existindestt loans of $220.1 million and redemption of d®and notes of
$60.6 million. The decrease in cash and investsneh$37.5 million in the Bond Funds from June 2005 to June 30,
2006, was primarily due to purchases of studentdoa excess of repayment of existing student ladr$149.7 million,

a transfer of $36.0 million to the CEAS Trust, aademption of bonds and notes of $44.0 million.SEhdecreases were
somewhat offset by the issuance of $181.0 milllonéw bonds and notes.

The Bond Funds originate student loans to borroiesshool, purchase student loans from other fii@nnstitutions,
and consolidate existing loans. Student loanserést and other receivables increased $231.6 miitaam June 30, 2006
to June 30, 2007 and increased by $155.2 milliomfdune 30, 2005 to June 30, 2006. During 20Qidest loans,
including premiums and borrower benefits, incredse8220.2 million due to the acquisition of $51é8lion in student
loans less student loan principal repayments o0&2illion. During 2006, student loans, includipgemiums and
borrower benefits, increased by $149.7 million tlughe acquisition of $447.6 million in studentisaand decreased as a
result of student loan principal repayments of $2%iillion.

Borrower benefits, which have been offered by @alavest since 1997 and periodically revised, gahyereward
prompt and regular payments, and payments madeutoynatic bank drafts, with credits to or reduct@nprincipal
balance, interest rate reductions and credit owvavaof origination and federal default fees. Thémmefits vary
depending on loan type. Once a benefit has beeeedathe borrower retains that benefit for the of the loan unless
the borrower defaults. The premiums and borroveeelits are capitalized and amortized over fivayea

Student loan acquisitions and principal paymentews follows:

2007 2006 2005

(dollar amounts expressed in millions)
Originations $ 153.3 1232 % 101.9
Purchases 191.3 117.2 105.7
Consolidations 166.2 207.2 90.6
Principal payments received (290.7) (297.9) (178.8)
Net increase $ 220.1 149.7 $ 119.4

The increases in new loan originations and conatiids are a result of several different factof3ollegelnvest has
increased its educational outreach and incorporatedore diversified marketing plan that has resulte additional

market share and increased guaranteed volume esenpage of the total volume guaranteed by CAgtieantor. The
increases in guaranteed volume were 2.2%, 0.5% 7a0% for the years ended June 30, 2007, 2006, &0&,2
respectively. Also, students are borrowing moredg for college due to the rising costs of edwratind Collegelnvest
has captured a share of the increased volume.niiimbper of students borrowing increased 7.5%, 6at%d,6.1% for the
years ended June 30, 2007, 2006 and 2005, resggctiAdditionally, the students average borrowadebtedness
increased by 7.7%, 7.7% and 10.3% for the yearsdddne 30, 2007, 2006, and 2005, respectively stadent loan
interest rates played a significant role in theréased loan consolidation activity during 2006. e Tihcreased overall
consumer awareness of the benefits of consolida@mgrated through extensive marketing by existimg) new lenders
in the market also had a direct effect on our pogr
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2007 AND 2006

Comparison of Current Year Results to Prior Years ¢€ontinued):
Bond Funds (continued):

The small decrease in payments received duringy¢lae ended June 30, 2007 is largely attributabldé¢odecrease in
consolidation activity. The increase in paymemseived during the year ended June 30, 2006 isliaggtributable to
the increase in consolidation activity due to the interest rate environment. Consolidating boemspaid off existing
variable rate loans by refinancing into a fixecerednsolidation loan.

Interest and other receivables as of June 30, 20008, and 2005, were $46.6 million, $35.1 milliand $29.9 million,
respectively. Changes in these balances are piynmduwe to the timing of student loan purchasesnfr@€olorado
institutions of higher education and increasingiiest rates.

The arbitrage rebate payable is composed of excsest and arbitrage rebate fees. The increla$806,000 from June
30, 2006 to June 30, 2007, is due primarily to erekese in excess interest liability of approximat866,000 and an
increase in arbitrage rebate liability of approxieta $1.2 million. The increase of $2.7 milliorofm June 30, 2005 to
June 30, 2006, is due primarily to an increasexgess interest liability of approximately $2.3 naiti and an increase in
arbitrage rebate liability of approximately $371000

U.S. Treasury regulations limit the earnings ordsetit loans financed with tax-exempt bond procedgatnings above
that allowed must be rebated to the U.S. Treasunugh the excess interest liability. The decreaske excess earnings
liability from 2006 to 2007 was $366,000 as comgat® an increase from 2005 to 2006 of $2.3 millidgarnings on
loans financed with tax-exempt bond proceeds wewet in 2007 and higher in 2006, generating theesmonding
change in the liability each year, primarily duethe acquisition of lower earning consolidationnsay tax-exempt
bonds.

U.S. Treasury regulations also limit the amounihtdrest income from investments to the bond yaidax-exempt bond
issues. The decrease in interest rate spread éetive investments and the bond yield from the gaded June 30, 2006
to the year ended June 30, 2007 resulted in areaser of $1.2 million in the rebate tax liabilityyed primarily to
increasing interest rates. The decrease in inteaés spread between the investments and the yietdifrom the year
ended June 30, 2005 to the year ended June 30,r280kBed in an increase of $371,000 in the retzatdiability, due
primarily to increasing interest rates. No paymsemére due to the IRS during the year ended Jun2080 .

The Bond Funds had bonds and notes payable asef3ly

2007 2006 2005
(dollar amounts expressed in thousands)
Beginning balance $ 1,195,916 $ 1,058,864 $ 882,597
Bond and note issuance 506,000 181,000 229,025
Redemptions of bonds and notes (60,612) (43,948) (52,764)
Amortization of bond discount and defeasance - - 6
Bonds and notes payable $ 1,641,304 $ 1,195,916 $ 1,058,864

The Bond Funds issue and redeem bonds in an é&ffonximize its ability to originate, purchase, amhsolidate loans
and take advantage of favorable tax-exempt andoted@ebt attributes while minimizing its carryingsts of debt and
costs of issuance.
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STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2007 AND 2006

Comparison of Current Year Results to Prior Years ¢ontinued):
Bond Funds (continued):

Restricted net assets include net assets thatestected for use either externally imposed by itoesl grantors,
contributors, or laws and regulations of other goreents or imposed by law through constitutionalvgions or enabling
legislation. The Bond Funds had restricted ne¢tassf $111.7 million, $95.5 million and $116.2 lioih as of June 30,
2007, 2006, and 2005, respectively.

Bond Funds Condensed Statement of Revenues, Expenses and Changesin Net Assets for the Years Ended June 30:
2007 2006 2005

(dollar amounts expressed in thousands)

Operating revenues:
Interest and special allowance on student loans (pledged a

security on revenue bonds and notes) $ 92,786 $ 77,305 $ 59,065
Interest income (pledged as security on revenue bonds &%) no 12,206 8,277 5,170
Total operating revenues 104,992 85,582 64,235
Operating expenses:
Interest expense 72,090 50,841 30,292
Rebate tax expense, net 7,634 8,126 6,334
Loan servicing costs and bond fees 8,241 8,446 7,180
General and administrative expenses 4,761 4,070 3,849
Total operating expenses 92,726 71,483 47,655
Operating income before transfers 12,266 14,100 16,580
Transfer from Borrower Benefit Fund 4,000 1,170 9,460
Transfer to College In Early Achievers Scholarship Trust - (36,000) -
Change in net assets 16,266 (20,730) 26,040
Net assets, beginning of year 95,482 116,213 90,173
Net assets, end of year $ 111,748 $ 95,482 $ 116,213

Detail of the pledged interest and special alloveama student loans is as follows:

2007 2006 2005
(dollar amounts expressed in thousands)

Borrower interest $ 70,720 $ 52,875 $ 39,560
Special allowance payments 22,066 24,430 19,505
Total pledged interest and special allowance on student loar$ 92,786 $ 77,305 $ 59,065
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STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2007 AND 2006

Comparison of Current Year Results to Prior Years ¢ontinued):
Bond Funds (continued):

Pledged borrower interest increased from the yede@ June 30, 2006 to the year ended June 30,l308%.3 million and
increased from the year ended June 30, 2005 tgethe ended June 30, 2006 by $13.3 million. The gésinin interest
income are due primarily to the overall averagerest rate on Collegelnvest’s student loan podfalid an increase in the
student loan balance. Interest rates on the $dlibans in the portfolio originated from July B9B through June 30, 2006
are variable and are set based on the 91-day Te&sury bill rate. All variable rate student Isare reset July 1 of each
year and remain fixed for one year. The 91-day. WrBasury bill rates on July 1, 2006, 2005 and420@re 4.8%, 3.0%
and 1.1%, respectively. Loans originated afteieJ8®, 2006 bear interest at a 6.8% fixed rate. ithally, the average
interest rate on the consolidation loans decrefised5.9% as of June 30, 2005 to 5.1% as of Jupn@@W6 and remained
at 5.1% as of June 30, 2007. The average mob#hnce of student loans increased from $913.6omiih 2005 to $1.07
billion in 2006 and to $1.25 billion in 2007.

Special allowance is paid to lenders by the fedgmabrnment and is the difference between the b@rinterest rate and a
“market” rate defined by the Higher Education AEt1865, as amended. Pledged special allowanceni@aecreased by
approximately $2.4 million from the year ended J@0e 2006 to the year ended June 30, 2007. Theaksz in special
allowance income from the year ended June 30, 80€@&e year ended June 30, 2007 is primarily dubedepartment of
Education’s (DOE) recent changes in its interpiatabf the Higher Education Act (HEA) with respéotthe 9.5% floor
special allowance. Effective October 1, 2006,Di@E suspended payments of special allowance Ustitlers can certify,
and the independent auditors confirm, that the jatipn of loans being billed at the 9.5% rate issistent with the new
interpretation of the HEA. These loans will eahe tregular special allowance rate, which in regardrs has been
significantly lower than floor special allowancetilithe population of loans can be confirmed.

Pledged special allowance income increased by idil@n from the year ended June 30, 2005 to ther ynded June 30,
2006. On approximately 27% of the Bond Funds’ Ipartfolio for 2006, the market rate is computedtsthat the total
return is 9.5%. On the remaining 73% of the tidf the market rate is computed such that the teturn is equivalent to
the 3-month commercial paper rate or the 91-daysing/ bill rate plus a stated spread. As shomt-titerest rates
increased throughout 2006, special allowance patgiiiecreased proportionally.

The increase in pledged investment interest incohapproximately $3.9 million from the year endeshd 30, 2006 to the
year ended June 30, 2007 is due to a $44.9 millicnrease in the average cash and investments leadaac0.9% increase in
the average interest rate for the year ended Jun20B7. Cash and investments increased primduidyto the issuance of
$506 million in debt during the year ended June ZH)7. A portion was utilized to fund an increasestudent loan

acquisition during the year while the remaining amtowill be used for anticipated acquisition in thext fiscal year.

Interest rates also increased from an averagel®t for the year ended June 30, 2006 to 5.0% foydlae ended June 30,
2007. The increase in pledged investment inténesime of approximately $3.1 million from the yearded June 30, 2005
to the year ended June 30, 2006 is due to a cotiiraf higher interest rates earned during the wdach more than offset
the lower average cash balance. The average mamatsih and investment balance for the years erdding 30, 2007, 2006,
and 2005 was $241.2 million, $196.3 million, an@%Z million, respectively, with an average retafrb.0 %, 4.1%, and
2.2%, respectively.
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Comparison of Current Year Results to Prior Years ¢ontinued):
Bond Funds (continued):

Interest expense is comprised of interest and @&abtdn of bond issuance costs, premiums and berdenefits. Interest
expense on bonds for the year ended June 30, Bo@¥ased by $21.2 million from the year ended Be006. Interest
expense on bonds for the year ended June 30, 28Based by $20.5 million from the year ended Bhe2005. The
increases over the past two years were due to aination of an increase in the debt outstanding@bas an increase in
the weighted average interest rate on debt. Awedsmipt outstanding for the years ended June 3@, ZD6, and 2005
was $1.4 billion, $1.2 billion and $1.1 billion,sgectively. The increase in average debt outstgndidue primarily to a
higher amount of debt issuance in response toipatexl student loan purchases. The average ihteteson debt for the
years ended June 30, 2007, 2006 and 2005 was 8.8%,and 2.5%, respectively.

Rebate tax expense includes excess interestagbitebate and consolidation rebate expensed@sdol
2007 2006 2005
(dollar amounts expressed in thousands)

Excess interest $ (366)% 2,338 $ 2,307
Arbitrage rebate 1,346 371 (99)
Consolidation rebate 6,654 5,417 4,126

Total rebate tax expense $ 7,634 $ 8,126 $ 6,334

Excess interest expense decreased approximatelyn§iflion for the year ended June 30, 2007, whiteess interest
expense increased approximately $31,000 for thegreged June 30, 2006, primarily due to the adiprsof lower earning
consolidation loans by tax-exempt financings. E@® on loans financed with tax-exempt bond prosesdre higher
during the year ended June 30, 2006 than in thegreted June 30, 2005. The increase during theeyeied June 30, 2006
is mostly attributable to the earnings on loangilaie for the 9.5% special allowance payments. e &hbitrage rebate
expense is the amount of interest earned fromtarapt investments above the allowed spread. Tpsrese increased
approximately $975,000 from June 30, 2006 to JUne2@07 and approximately $470,000 from June 30520 June 30,
2006. These increases are due to the rising 8iteate environment experienced in fiscal years62&@d 2007, during
which the spread between tax-exempt yields andstment rates widened. Consolidation rebate expinaefee paid
monthly to the U.S. Department of Education on dogns consolidated by Collegelnvest after Octobgerl993.
Consolidation rebate fees increased during the ereded June 30, 2007 over the prior year by apmately $1.2 million.
Consolidation rebate fees increased during the geded June 30, 2006 over the prior year by apmeely $1.3 million.
The balance of consolidation loans in the Bond Bupdrtfolio increased by $110.2 million and $13fn8lion during the
years ended June 30, 2007 and 2006, respectively.

Loan servicing costs and bond fees decreased $ZD%90 the year ended June 30, 2007 compared tprtbe year and
increased $1.3 million for the year ended June2B06 compared to the year ended June 30, 2005n $&@icing costs
increased by approximately $300,000 for the yealednJune 30, 2007 compared to the year ended Iyri2036 and
increased $894,000 for the year ended June 30, @@ipared to the year ended June 30, 2005. Lositiag costs as a
percentage of the average fiscal year end studantreceivable remained consistent at 0.5% foyéaes ended June 30,
2007, 2006, and 2005.

Bond fee expenses decreased by approximately ¥8D100 the year ended June 30, 2007 compared ® 2006 and
increased $364,000 for the year ended June 30, @@pared to June 30, 2005. The decrease durngetr ended June
30, 2007 was primarily due to decreases in brokated fees, liquidity fees and trustee fees. Thkdy dealer decreased its
fees due to competitive pressure from the indusigliegelnvest has 71% bonds that are subjetiddde. Additionally, at
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Comparison of Current Year Results to Prior Years ¢€ontinued):
Bond Funds (continued):

the beginning of the year ended June 30, 2007egallhvest utilized a new liquidity provider for arpon of its bonds and
experienced a seven basis point rate reductior ifdiease in bond fee expenses during the yeadehdahe 30, 2006 was
due primarily to the increase in the level of weéégghaverage debt outstanding. Bond fees as anageeof the average
debt outstanding were 18, 25, and 25 basis painthé years ended June 30, 2007, 2006 and 2Gpeatively.

General and administrative expenses, includingdsdd expense, increased by $691,000, or 17.0%nhglthie year ended
June 30, 2007. This was primarily attributablehigher bad debt expense. For loans originated aftee 30, 2006, the
Department of Education decreased the insuraneelratone percentage point. General and adminigraixpenses,
including bad debt expense, increased by $220,0005.7%, during the year ended June 30, 2006. 1@kred
administrative expenses, excluding bad debt expevese $581,000, or 17.0%, higher in the year edded 30, 2006 than
for the year ended June 30, 2005. This increaseoffset by a $361,000 decrease in bad debt experelune 30, 2005
to June 30, 2006 due to an adjustment of the defatd used in the bad debt reserve. The isesean general and
administrative expenses, excluding bad debtresgeare due to increased efforts to educate studad families on the
advantages of student loans as an option to finadigeational costs. Collegelnvest has increasades®ss by employing
multiple avenues of media, public relations, comityuprograms and partnerships as well as additipeasonnel to meet
with families in their communities. General andmaistrative expenses support the student loarvigetand have
consistently been 0.4%. of the average net studantbalance for the fiscal years 2007, 2006 ai@®20

Net student loans increased by $220.2 million, $24#8illion and $119.4 million during the years eddiine 30, 2007,
2006 and 2005, respectively.

Collegelnvest Early Achievers Scholarship Trust Fund:

Effective June 25, 2007, Collegelnvest entered éntcust agreement with Russell Trust Company (RfbGhaintain the
CEAS Trust established by Senate Bill 05-003 witidkates a hew program for higher education schofes's Prior to the
trust agreement with RTC, Collegelnvest held attaggeement with Zions First National Bank effeetivom September
16, 2005 through June 24, 2007. The trust acc@intsed to pay for the costs of implementing, mismge and
administering the CEAS Trust. The CEAS Trust ilgeffered to Colorado’s"8and §' grade students who commit to
pre-collegiate coursework and maintain at least;ca@PA. The scholarship encourages students tm lpdgnning for
college early and provides financial support faghhheed students who are academically preparedidgber education.
Scholarships will be awarded to students who nieeappropriate criteria beginning in the 2008-286&demic year.
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Collegel nvest Early Achievers Scholarship Condensed Statements of Net Assets as of June 30:

2007 2006 2005
(dollar amounts expressed in thousands)

Assets
Cash and investments $ 80,677 $ 76,430 $ -
Interest and other receivables 290 500 -
Total assets 80,967 76,930 -
Accounts payable and accrued expenses 18 6 -
Intrafund payable 142 54 -
Total liabilities 160 60 -
Net assets (all restricted) $ 80,807 $ 76,870 $ -

Cash and investments increased by approximateB idilion from June 30, 2006 to June 30, 2007, damarily to the
interest income earned on commercial paper invegtnelnterest and other receivables decreased2t@,800. The
decrease is primarily due to the change in thesimvent type held at year end. As of June 30, 2d©6stments were held
in commercial papers which accrued more interest the fixed and equity based investments heldrat 30, 2007.

Collegel nvest Early Achievers Scholarship Condensed Statements of Revenues, Expenses and Changes in Net Assets
for the Years Ended June 30:

2007 2006 2005
(dollar amounts expressed in thousands)

Operating revenues:

Net investment income $ 4,317 $ 2,151 $ -
Operating expenses:
General and administrative expenses 380 131 -
Change in net assets before transfers 3,937 2,020 -
Transfer from Bond Funds - 36,000 -
Transfer from Borrower Benefit Fund - 13,850 -
Intergovernmental Revenue from College Assist - 25,000 -
Change in net assets 3,937 76,870 -
Net assets, beginning of year 76,870 - -
Net assets, end of year $ 80,807 $ 76,870 $ -
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Net investment income increased approximately ##lon from the year ended June 30, 2006 to ther ymded June 30,
2007, due primarily to a higher average investnalance and interest rate during the year. Theageecash and
investment balance for the years ended June 3@, @00 2006 were $79.1 million and $64.0 milliorspectively with an
average return of 5.5% and 4.0%, respectively.

General and administrative expenses increased 49,820 from the year ended June 30, 2006 to thegraied June 30,
2007, due primarily to increases in personnel afitivare for systems development, as well as outreatvities to increase
awareness of the program.

Nursing Teacher Loan Forgiveness Fund:

Effective July 1, 2006, the General Assembly of $ttete of Colorado enacted Senate Bill 06-136 aizihg Collegelnvest
to develop and maintain a Nursing Teacher Loan ifFeng@ss program. The program account is used qeoldr the
payment of up to $20,000 for all or part of thenpippal and interest on a loan for persons who teacinses in nursing at a
state institution of higher education for at lefagt consecutive academic years after receipt oddwanced degree. The
estimated cost of the program is $160,000 in grant8Y2006-07 and FY 2007-08 to repay student loand $1,600
annually to administer the Nursing Teacher Loargiveness program.

Cash and investments of the Nursing Teacher Loagiemess program were approximately $165,000 dsioé 30, 2007,
due primarily to $162,000 appropriated from the &ahAssembly. Collegelnvest is administering phegram on behalf
of the DHE.

Net investment income for the year ended June @07 2onsists of approximately $4,000 in investnietgrest earned on
the $162,000 held in the State Treasurer’'s cash pdte average cash and investment balance foygheended June 30,
2007 was $164,000 with an average return of 2.9%.

Economic Factors and Future Years' Rates:

+ Since its original enactment in 1965, the Higheu&dion Act (HEA), governing the Federal Family Edtion
Loan (FFEL) Program, has been amended and reargidorniumerous times. As a result, the HEA and FFEL
Program have been subject to numerous changeslinglahanges in the calculation of interest rates$ special
allowance payments on federal student loans, clwaimgehe requirements to offer certain payment pltm
borrowers, additional loan forgiveness provisioaisgd additional restrictions on guarantors’ useurfds. The
changes resulting from recent amendments are suredaas follows:

The College Cost Reduction and Access Act becarbédAuaw 110-84 on September 27, 2007 effective
October 1, 2007. The legislation reduces by 40 Bfhdasis points lender subsidies for Stafford and
Consolidation loans made by non-profit and for-firi@nders, respectively, on or after October 1020
Additionally, it provides for a 70 and 85 basismtaieduction for PLUS loans made by non-profit lersd

ad for-profit lenders, respectively, increases &npaid origination fees from 0.5% to 1.0% with an
exception for “small lenders”, and repeals excetioperformer status. It further reduces lender
insurance from 97% to 95% effective October 1, 2012
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Economic Factors and Future Years’ Rates (continugd

The emergency spending bill, signed into law by Bresident on June 15, 2006, repealed the single
holder rule for consolidation loans for applicasaeceived on and after June 15, 2006. The shglier

rule previously provided that a lender could makeoasolidation loan under the FFEL Program only if
the lender held an outstanding loan that the baroselected for consolidation or if the borrower
certified to the lender that the Borrower was uaabl obtain a consolidation loan with income-sévesit
repayment terms from the holders of the outstantliags of that borrower (which were selected for
consolidation). The repeal of the single holdée may increase the number of prepayments of Fathnc
Student Loans and may reduce the size of Collegstts/Financed Student Loan Portfolio.

The Deficit Reduction Act of 2005, signed into ldoy the President on February 8, 2006, amended
several provisions of the HEA governing the FFELoglam. The 2005 Higher Education Act
Amendments extended various provisions of the HE#ugh September 30, 2012 and included, but
were not limited to, provisions that (i) reducedder insurance from 98% to 97% for student loams fo
which the first disbursement were made on or aldy 1, 2006, (i) reduced from 100% to 99%
reimbursements available for any default claim sittech by a lender or servicer designated for
exceptional performance, (iii) required paymentsldnyders to the Department of Education (DOE) of
any interest applicable to student loans first giisbd on or after April 1, 2006, which were in escef

the special allowance payment applicable to su@ndp and (iv) eliminated (or in certain limited
instances phased out by the year 2010) the 9.5%ad@dlowance payment rate for certain loans made
purchased with funds derived from proceeds of oettx-exempt obligations.

Congress is currently engaged in the reauthorizasimcess and the United States DOE continuesdagenin
rulemaking processes to revise the regulations plgaied by the DOE under the HEA.

Congress will likely continue further amending tH&EA as part of reauthorization of other provisiafsthe
HEA. Any such amendments could affect the fedstadent loans held under the Indenture. It ispossible to
predict whether or when any amendments to the HE4 be introduced, in what form they may be adopted,
the final content of any such amendments and #fégct upon Collegelnvest student loan programber@& can
be no assurance that the HEA, or other relevantdavegulations, will not be changed in a manneait ttould
adversely affect Collegelnvest student loan program

On July 1, 2005, 2006, and 2007, in accordance thighHigher Education Act of 1965, as amendedy¢h@ble
Stafford loan interest rate was reset based o®ihday Treasury bill rate, determined in the lastabBury bill
auction in May of that year. This rate is for $edl loans originated from July 1, 1998 throughel@®, 2006.
These rates increased by eight basis points aslpfl]) 2007 over the rate set at July 1, 2006stufdent loan
balances remain at the same level, borrower irtevidisincrease for the year ending June 30, 20@afford
loans accounted for 44.5% of Collegelnvest’s pdidfas of June 30, 2007.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2007 AND 2006

Economic Factors and Future Years’ Rates (continugd

+« Historically, Collegelnvest has received approxiehat20% of the statewide Private Activity Bondsnfrahe
State of Colorado, but there is no guarantee tloie@eInvest will continue to receive a portionasfy Private
Activity Bonds. Private Activity Bonds are tax-erpt to the holder and therefore typically pricec dbwer rate
to investors and accordingly provide a lower cdstleébt to Collegelnvest. A decrease in the Privatévity
Bonds allocated to Collegelnvest could negativeipact Collegelnvest’s net yield on student loans.

« As of June 30, 2007, 100% of Collegelnvest’s oulfditag debt was variable. If debt levels remaithat same
level, economic conditions that cause variancestarest rates may have a positive or negativecetie interest
expense.

+ Collegelnvest’s net income will increase or decgedspending on the interest rate spread betweehattewer
rates earned, as described above, the auctionragésetit experiences on its variable debt and etakcess to such
debt vehicles.

« Under the terms of federal grants, periodic auatiis or reviews are required and certain costs raayubstioned as
not being appropriate expenses under the ternfgeajrants. Such audits could lead to reimbursetoahe grantor
agency or the U.S. Department of Education (USDEhe USDE performed a review of Collegelnvest inyMa
2006. As a result, Collegelnvest received a figdimm the USDE regarding under billing of 9.5% ¢H@AP of
approximately $13.6 million. The under billing id#ied in the review began in the quarter endeadiia&1, 1999.
Effective October 1, 2006, the DOE changed itsrpration of Floor SAP. Utilizing this new mettwogy,
Collegelnvest is in the process of working with USID determining the revised amount of the undiingi See
footnote #13 for further discussion.  There ig@otly an audit in process by independent audimr=onfirm the
population of loans that may be billed at the 9H&or SAP rate.

Requests for Information:
This report is designed to provide a general oesvvbf the Funds’ finances. Questions concerning ah the

information provided in this report or requests &atditional information should be addressed to:ntke J. Spuehler,
Chief Financial Officer, Collegelnvest, 1801 BroaduSuite 1300, Denver, CO 80202.
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Assets:
Current assets:
Cash and investments $
Student loans, net
Interest and other receivables
CollegeLender receivable
Prepaid expenses
Total current assets

Noncurrent assets:
Capital assets, net
Student loans, net
Bond and note issuance costs, net
Total noncurrent assets
Total assets

Liabilities:
Current liabilities:
Accounts payable and accrued expenses
Due to (from) other Funds and other agencies
Interest payable
Bonds and notes payable
Total current liabilities
Noncurrent liabilities:
Accrued compensated absences
Arbitrage rebate payable
Bonds and notes payable
Total noncurrent liabilities
Total liabilities
Net assets:
Invested in capital assets
Restricted
Unrestricted
Total net asset $

COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
STATEMENTS OF NET ASSETS
JUNE 30, 2007 AND 2006
(dollar amounts expressed in thousands)

2007 2006
Collegelnvest Nursing Collegelnvest Nursing
Borrower Early Teacher Borrower Early Teacher
Benefit Bond Achievers Loan Benefit Bond Achievers Loan
Fund Funds Scholarship Forgiveness Total Fund Funds Scholarship Forgiveness Total
9,028 $ 376,328 $ 80,677 165 $ 466,198 $ 11,369 $ 145,318 $ 76,430% $ 233,117
- 28,294 - - 28,294 - 28,609 - - 28,609
5 37,340 290 37,635 7 28,465 500 - 28,972
- 8,958 - 8,958 - 6,431 - - 6,431
90 258 - - 348 74 241 - - 315
9,123 451,178 80,967 165 541,433 11,450 209,064 76,930 - 297,444
559 - - - 559 895 - - - 895
- 1,323,352 - - 1,323,352 - 1,102,854 - 1,102,854
- 9,422 - 9,422 - 6,739 - - 6,739
559 1,332,774 - - 1,333,333 895 1,109,593 - - 1,110,488
9,682 1,783,952 80,967 165 1,874,766 12,345 1,318,657 76,930 1,407,932
541 2,231 18 - 2,790 187 2,013 6 2,206
447 (318) 142 - 271 103 (1,290) 54 - (1,133)
- 5,213 - 5,213 - 3,568 - - 3,568
- 15,974 - - 15,974 - 39,612 - - 39,612
988 23,100 160 24,248 290 43,903 60 - 44,253
177 - - - 177 111 - - - 111
- 23,774 - - 23,774 - 22,968 - - 22,968
- 1,625,330 - - 1,625,330 - 1,156,304 - 1,156,304
177 1,649,104 - - 1,649,281 111 1,179,272 - - 1,179,383
1,165 1,672,204 160 1,673,529 401 1,223,175 60 - 1,223,636
559 - - - 559 895 - - - 895
- 111,748 80,807 165 192,720 - 95,482 76,870 172,352
7,958 - - - 7,958 11,049 - - - 11,049
8511 $ 111,746 $ 80,807 $ 16 201,23 $ 1194« $ 95,48. $ 76,87( $ - 184,29t

The accompanying notes are an integral part oktfieancial statement
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
FOR THE YEARS ENDED JUNE 30, 2007 AND 200
(dollar amounts expressed in thousand

2007 200¢
Collegelnves Nursing Collegelnves Nursing
Borrower Early Teachel Borrowe Early Teache
Benefit Bond Achievers Loan Benefit Bonc Achiever: Loar
Fund Funds Scholarshig Forgivenes: Total Func Fund: Scholarshi| Forgivenes Total
Operating revenues
Interest ana special allowance on student loaresigen as securi
on revenue bonds and notes) $ - 3 92,786 $ -3 - $ 92,786 $ - $ T77305% -3 - $ 77,305
Interest income (pledged as security on revenuddand notes) - 12,206 - - 12,206 - 8,277 - - 8,277
Net investment incon 622 - 4,317 4 4,94: 481 - 2,151 - 2,63¢
Total operating revenue: 622 104,99: 4,315 4 109,93 487 85,58: 2,151 - 88,22(
Operating expenses
Interest expen: - 72,09( - - 72,09( - 50,84: - - 50,84:
Loan servicing cos - 5,75¢ - - 5,75¢ - 5,46 - - 5,46
Rebate tax expense, - 7,63¢ - - 7,63¢ - 8,12¢ - - 8,12¢
Bond fee - 2,48: - - 2,48t - 2,98¢ - - 2,98¢
General and administrative exper 49 2,43¢ 145 - 2,62¢ 19C 2,167 54 - 2,40¢
Salaries and benef - 1,98¢ 23t - 2,21¢ - 1,60( 7 - 1,67¢
Depreciation and amortizati - 34z - - 34z - 30¢ - - 30¢
Total operating expenses 49 92,726 380 - 93,155 190 71,483 131 - 71,804
Operating income (loss) before transfel 572 12,26¢ 3,931 4 16,78( 297 14,09¢ 2,02 - 16,41¢
Nonoperating - intergovernmental revenue - - - 161 161 - - 25,000 - 25,000
Transfer to Bond Funds from Borrower Benefit Fund (4000) 4,000
Intraprogram transfers - - - - - (15,020 1,17( 13,85(
Transfer to Collegelnvest Early Achievers Scholarsip - - - - - - (36,000) 36,000
Change in net asse (3,427 16,26¢ 3,931 165 16,94: (14,723 (20,731 76,87( - 41,41¢
Net assets, beginning of ye: 11,94« 95,48 76,87( - 184,29t 26,66 116,21 - - 142,88
Net assets, end of ye. $ 8511 $ 111,74¢ $ 80,807 $ 165 $ 201,23 $ 1194 8 95480 $ 76,87( $ - § 184,29

The accompanying notes are an integral part oktfieancial statemen
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Cash Flows from Operating Activities:
Cash received from student lo
Cash received from the federal governr
Cash received from educational instituti
Cash purchases of student Ic
Cash received from plan managers and other
Cash loaned to educational instituti
Cash payments to federal governn
Cash payments to suppliers for goods and sel
Cash payments to employees for sel
Income received from CollegeLend
Net cash provided (used) by operating activitie

Cash Flows from Investing Activities
Proceeds from maturities of investme
Purchase of investmel
Income received from investme
Increase (decrease) from unrealized gain (los$hestment
Net cash provided (used) by investing activitit

Cash Flows from Non-Capital Financing Activities
Issuance of bonds and nc
Repayment of bonds and nc
Interest paid on bonds and no
Payment of bond and arbitrage rebate
Payment of bond and note issuance
Contribution from intergovenmental age
Intrafund transfe
Net cash provided (used) in non-capital financingctivities

Cash Flows from Capital Financing Activities
Cash received from other Funds for decpreciationtrersemer
Purchase of capital ass
Net cash used in capital financing activitie

Decrease in cash and cash equivale
Cash and cash equivalents, beginning of ye
Cash and cash equivalents, end of ye

The accompanying notes are an integral part o&tfirancial statemen
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COLLEGEINVEST

STUDENT LOAN PROGRAM FUNDS
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30, 2007 AND 200

(dollar amounts expressed in thousands)

200i 2006

Collegelnves Nursing Collegelnves Nursing

Borrower Early Teachel Borrowel Early Teache

Benefit Bond Achievers Loan Benefii Bonc Achiever: Loar

Fund Funds Scholarshig Forgivenes: Total Func Fund: Scholarshi Forgivenes Total
336,44« $ $ - $ 336,44 $ - 8 334,60( $ 334,60(
36,17¢ - 36,17¢ - 30,99¢ 30,99«
165,19¢ - 165,19¢ - 103,13 103,13
- (514,811 - (514,811 - (446,164 (446,164
8,41¢ - - 8,41¢ 7,57¢ - 7,57¢
- (167,028 - (167,028 - (104,226 (104,226
- (11,672 - - (11,672 - (10,666 - (10,666
(7,716, (7,687 (173, - (15,576 (6,952 (7,833 7 (14,778
- (1,984 (107, - (2,091 - (1,600 (78) (1,678
- 4,42¢ - - 4,42¢ - 1,63¢ - 1,63¢
702 (160,939 (280; - (160,517 621 (100,121 (71) (99,571
213 2,823,14. 391,09¢ - 3,214,45. 56€ 3,306,291 210,25: 3,517,11.
- (3,054,153 (395,345 - (3,449,498 - (3,268,830 (286,681 (3,555,511
527 11,33( 4,33t 5 16,19: 60¢ 8,02t 1,651 10,28«
95 - 194 (1) 28¢ (86) - - (86)
83E (219,680 28C 4 (218,561 1,08¢ 45,49! (74,779 (28,200
506,00( - 506,00( - 181,00( 181,00(
(60,612 - (60,612 - (43,948 (43,948
(63,001 - (63,001 - (43,790 (43,790
(2,744 - (2,744 - (2,639 (2,639
(3,024 - (3,024 - (1,163 - (1,163
- - 161 161 - - 25,00( 25,00(
(4,000 4,00( - - (15,020 (34,830 49,85( -

(4,000 380,61¢ 161 376,78( (15,020 54,63( 74,85( 114,46(
414 - 414 367 - 367
(78) - (78) (90) - (90)
33¢€ - 33¢ 271 - 2717
(2,127 16 (1,962 (13,033 - (13,033
11,14¢ - 11,14¢ 24,17: - 24,17
9,017 $ $ 165 $ 9,182 $ 1114 $ - 8 11,14«
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
STATEMENTS OF CASH FLOWS (CONTINUED)
FOR THE YEARS ENDED JUNE 30, 2007 AND 2006
(dollar amounts expressed in thousands)

2007 2006
Collegelnvest Nursing Collegelnvest Nursing
Borrower Early Teacher Borrower Early Teacher
Benefit Bond Achievers Loan Benefit Bond Achievers Loan
Fund Funds Scholarship Forgiveness Total Fund Funds Scholarship Forgiveness Total
Reconciliation of operating income to net cash
provided by operating activities:
Operating income before transfers $ 573 § 12,266 $ 3937 % 4% 16,780 $ 297 $ 14,099 $ 2,020 $ - $ 16416
Items reflected as investing and non-capital
financing activities:
Income received from investments (527) (11,330) (4,333) (5) (16,195) (608) (8,025) (1,651) (10,284)
Interest paid on bonds and notes - 63,001 - - 63,001 - 43,790 - 43,790
Bond fees and premium paid on defeasance 2,744 2,744 2,639 2,639
Amortization of bond and note issuance costs 341 341 377 377
Prepaid expenses 8 8 49 49
Accounts payable and accrued expenses - (Y] - - (4 295 295
Adjustments to reconcile operating income to net
cash provided (used) by operating activities:
Amortization of premium costs 7,102 7,102 5,589 5,589
Change in allowance for loan losses - 491 491 - (82) (82)
Depreciation expense 414 414 367 - 367
Depreciation expense allocated to other Funds (414 (414 (367) (367)
Net (appreciation) depreciation of fair value oféstments
and State Treasurer's cash pool (95) (194) 1 (288) 86 86
Changes in operating assets and liabilities:
Student loans - (227,007) - (227,007) - (154,093) - - (154,093)
Interest and other receivables 2 (8,000) 210 (7,788) 32 (6,276) (500) - (6,744)
CollegeLender receivable - (2,527) (2,527) - 688 - - 688
Prepaid expenses (16) (24) - (40) (13 (3) - - (16)
Due (to) from other funds and other agencies 345 972 87 1,404 848 (2,018) 54 - (1,116)
Accounts payable and accrued expenses 420 222 13 655 (21) 142 6 - 127
Arbitrage rebate payable - 806 - - 806 2,708 - - 2,708
Net cash used by operating activitie $ 702 $ (160,939 $ (280 $ - $ (160517 $ 621 $ (100,121 $ (71) $ - $ (99571

The accompanying notes are an integral part oktfirancial statements.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007 AND 2006

1. Organization and Summary of Significant Accouting Policies:

Pursuant to Colorado Revised Statutes 23-3.1-2@EB g, and 23-3.1-301, et seq., as amended, €bilest is a division of
the Colorado Department of Higher Education. Theddtive Director of the Department (Executive Dicg) has
responsibility for oversight and management of &mlnvest. In addition, Collegelnvest has a niersgn Board of
Directors (Board) designated by the Governor aqta@d by the State Senate to serve four-year terms

The Colorado General Assembly established a stualdigiation bond program (Bond Funds), a scholarghist program
(Collegelnvest Early Achievers Scholarship), a Bacb29 post secondary education expense prograepdfel Tuition

Fund), a Section 529 college savings program (@chdhoice, Stable Value Plus and Direct PortfBlimds) and a loan
forgiveness program for nursing teachers (Nursiegcher Loan Forgiveness), which are administere@dilegelnvest.

The mission of Collegelnvest is to be Colorado'ghier education financing leader and to help Colranilies break
down the financial barriers to college. The finahstatements presented here do not include apesabf the post
secondary education expense program or the calkegegs program.

Collegelnvest receives no grants from, and is timtravise financially assisted by, the State orlacgl government of the
State. Collegelnvest is an enterprise under Se2tip Article X of the Colorado Constitution.

Primary operations of the student obligation bomdgmm commenced in 1981. In meeting its legigatinandate,

Collegelnvest issues tax-exempt and taxable fimgsci The proceeds from such financings are useatiginate and

purchase student loans and to make loans to itistisuof higher education. Pursuant to Coloraduideel Statute 23-3.1-
208, as amended, Collegelnvest is authorized tee igs own revenue bonds, notes and other obligaiio the aggregate
amount of $2.0 billion, which are not deemed tostibute indebtedness, a debt or liability of that&of Colorado.

Reporting Entity:

The Student Loan Program Funds (Funds) preseffindugcial statements of the Borrower Benefit Futhé, Bond Funds,
the Collegelnvest Early Achievers Scholarship Thashd (CEAS Trust), and the Nursing Teacher Loargiveness
Fund (NTLF Fund). The Borrower Benefit Fund, thenB Funds, the CEAS Trust, and the NTLF Fund acewatted for
as separate enterprise funds within the State tdr@do’s financial reporting system. The CEAS Traisd NTLF Fund
were established by statute in July 2005 and JOB62respectively. An enterprise fund is estaklisko account for
operations that are financed and operated in a emsgimilar to private business enterprises, whieeeintent is that the
fund be self-supporting.

The accompanying financial statements of the Famelsiot intended to present the financial positiesults of operations,
and cash flows of Collegelnvest as a whole in caonity with accounting principles generally accepitethe United States
of America.

Borrower Benefit Fund

Collegelnvest utilizes a Borrower Benefit Fund patyment of general and administrative expenseotrat activities of

the Bond Funds, the Prepaid Tuition, Scholars Ghditable Value Plus, Direct Portfolio, CEAS Trumstd the NTLF
Funds, necessary to fulfill their purposes. Thegpenses and activities have been allocated toetsmective funds.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2007 AND 2006

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

Reporting Entity (continued):

Borrower Benefit Fund (continued)

Assets and revenues of the Borrower Benefit Fuadhat pledged as collateral for the Bond Funds.
Bond Funds

The financial activities of the Bond Funds are rded in funds and accounts established under \arfimancing
documents. The financing documents for each Bomdl Festrict assets held in the respective truste$or the payment of
the outstanding obligations. Each Bond Fund i®aeted for separately and is a separate trusieestt obligations are
revenue bonds or notes and are collateralizedoadded in the bond or note indentures, by an asségn and pledge to the
Trustee of all Collegelnvest’s right, title anddrgst in the investments, student loans, and Iparchased from Colorado
institutions of higher education and the revenubsraceipts derived there from.

Collegelnvest Early Achievers Scholarship Trust Fund

A scholarship program (Scholarship Program) waateceby Colorado statute to provide higher educaaholarships for
eligible students. Collegelnvest was designatedhbystatute to implement and administer the Scélula Program. A
scholarship under the Scholarship Program may beljawarded to undergraduate students who meeincefigibility
requirements established by the Board in accordaitbehe statute.

The financial activities of the CEAS Trust consisté$nvestment of monies deposited to the trusCbifegelnvest, the State
(to the extent appropriated) and as a result ofgifty, grants or donations received by Collegester the Scholarship
Program, as well as distribution of scholarshipsdanformance with the eligibility requirements édithed by the Board.
Moneys in the trust may be used by Collegelnvedutal the costs of implementing, marketing, and iatstering the
Scholarship Program.

Nursing Teacher Loan Forgiveness Fund

A loan forgiveness program was created by Colorstdtute to provide student loan forgiveness toguexrsvho teach
courses in nursing at a participating institutidrhigher education for at least five consecutivadamnic years after receipt
of an advanced degree. Intergovernmental revenapgropriated from the State of Colorado to thi@do Department
of Higher Education (DHE). Collegelnvest was deaigd by the statue to administer the NTLF Fundtifier DHE.
Repayment of loans through the program may onlyawarded to persons who meet certain eligibilityursments
established by the Board in accordance with theatsta

The financial activities of the NTLF Fund consi$thaonies deposited in the State Treasurer's castl. fuCollegelnvest
is also authorized to receive and expend giftmtgraand donations or moneys appropriated by thee@éAssembly for
the purpose of implementing the program. Moneythe trust may be used by Collegelnvest for ther@t of up to
$20,000 for all or part of the principal and intren a loan for persons who teach courses innmyedi a state institution
of higher education for at least five consecutigademic years after receipt of an advanced degiide estimated cost of
the program is $160,000 in grants in FY2006-07 B¥cd2007-08 to repay student loans and $1,600 alynisabhdminister
the Nursing Teacher Loan Forgiveness program.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2007 AND 2006

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

By statute, the Funds are continuously approprititemligh user charges. Therefore, the budgettitegislatively adopted
and a Statement of Revenues and Expenses — Budgetual is not a required part of these finanstatements. Total
budgeted expenses for the Funds for the Fiscal &eded June 30, 2007 were $91.2 million, compaitdagtual expenses
of $93.2 million. The total expenses for the Fumdse $2.0 million over budget primarily due to eg than expected
excess interest and bond interest expenses. TMotijeted operating revenues of the Funds were $Iidlion as
compared with actual revenues of $109ifion. The lower than budgeted revenues wermarily due to recent changes at
the Department of Education (DOE) regarding theterpretation of the Higher Education Act (HEA) lwitespect to the
9.5% Floor special allowance and the DOE suspengdmgnents of the 9.5% Floor special allowance keginning
October 1, 2006 until lenders can certify, and pedalent auditors confirm, that the population @i being billed at the
9.5% Floor special allowance rate is consisterth wie new interpretation of the HEA. See Notedr3fdirther discussion.
The Executive Director and the Board exercise agletsesponsibilities, including budgetary and fin&l oversight.

Basis of Accounting:

The accompanying financial statements have begraprd in accordance with accounting principles gelyeaccepted in
the United States of America and standards of tne@mental Accounting Standards Board (GASB). lleQelnvest has
applied pronouncements issued on or before NoverBBerl989 by the Financial Accounting Standardsr@&othe
Accounting Principles Board, and the Committee @edunting Procedure except for pronouncementscthratict with or
contradict the GASB. As enterprise activities, Bumds use the accrual basis of accounting. Regeane recognized in the
accounting period in which they are earned andresggeare recognized in the period incurred.

Operating Revenues and Expenses:

The Funds distinguish between operating revenudseapenses and nonoperating items in the StateaieRevenues,
Expenses and Changes in Net Assets. Operatingnueseand expenses generally result from providewices in

connection with the Funds’ purpose of providingnedo borrowers for higher education. Operatingmeies consist of
interest and special allowance earned on loansraedtment income. Operating expenses includedse of interest on
debt, servicing of loans, arbitrage, and generdl aiministrative expenses. All revenues and exgenst meeting this
definition are reported as nonoperating revenudsapenses or capital transfers.

Cash and Cash Equivalents:

Collegelnvest considers all cash, demand depositets and the State Treasurer’'s cash pool todeezguivalents.

Investments:

Investments are carried at fair value, which isedained primarily based on quoted market price3uat 30, 2007 and
2006.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2007 AND 2006

1. Organization and Summary of Significant Accouting Policies (continued):
Student Loans:

Student loans are carried at their uncollectedcjpél balances net of an allowance for loan losSdse Bond Funds may
purchase student loans from lenders at a premiudiseount. The Bond Funds also originate studesmd directly to
borrowers. The Bond Funds provide a benefit todveers which generally rewards prompt and regumpents, and
payments made by automatic bank drafts, with edibr reduction of principal balance, interegt r@ductions and credit
or waiver of origination fees. Premiums and boepwenefits are capitalized and amortized overetignated life of the
loan using a method approximating the effectiveriedt method. Unamortized premiums and borroweefiis collectively
were $29.8 million and $21.4 million at June 3002@nd 2006, respectively.

Allowance for Loan Losses:

The provision for loan losses is included in geharad administrative expenses and is determinedanbpagement's
evaluation of the student loan portfolios. Thisleation considers such factors as historical eggerience, quality of

student loan servicing and collection, and econamiitions. When this evaluation determines #imaéxposure to loss is
probable and can be reasonably estimated, a prowgjainst current operations net of student leanoveries is recorded.
Actual losses are charged against the allowancldorlosses as they occur. The allowance for losmwas $1.7 million

and $1.2 million at June 30, 2007 and 2006, resmdgt

Due from Other Funds and Other Agencies:

As of June 30, 2007 no monies were owed by Colleggist (CA) to Collegelnvest. As of June 30, 2@@&e was $80,000
due from CA. This amount was for various operaérgenses paid by the Borrower Benefit Fund onlbeh&A.

Capital Assets:

Equipment is carried at cost less accumulated degtien. Costs of major additions and improvemeants capitalized.
Expenditures for maintenance and repairs are ctidmeperations as incurred. Depreciation of eaeipt is computed
on the straight-line method over the estimated difehe equipment ranging from three to five yeafsmortization is
computed on the straight-line method over the péabioffice facility lease term. Software is cadriat cost less
accumulated amortization. Amortization is caloethbn the straight-line method over the estimaifedof the software
ranging from five to ten years.

Bond and Note Issuance Costs:

Bond and note issuance costs are carried at esstatcumulated amortization. Amortization ofasse costs is computed
using a method approximating the effective intenesthod over the life of the bond or note issuéessthe bonds or notes
are retired early, at which time the remaining @ costs related to the retired bonds or notesxqrensed.

Compensated Absences:

Compensated absences, known as general leavedaschacation and is included in accrued compensabsdnces.

Compensated absences are based on an employgd'sdérervice and are earned ratably during tha td employment.
Vested and accumulated vacation that is expectbd liguidated is accrued and charged againstriuoperations.

33



COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2007 AND 2006

1. Organization and Summary of Significant Accouting Policies (continued):
Arbitrage Rebate Payable:

Interest income earned from investments in the Bands is limited by U. S. Treasury regulationgh®bond yield on tax-
exempt bond issues. Interest income in exceshisflimit has been deposited in rebate accountactordance with
applicable financing documents. These rebate fanegemitted to the federal government as requisethe applicable
laws and regulations.

Interest income from student loans is limited t6%.or 2% over bond yield of the respective tax-gxebond issue.
Student loans, including principal and accruedrése and cash have been deposited in excess gamicounts in the
amount of the interest income which exceeded tmé.liThe Bond Funds may utilize losses on non-periiag, non-

guaranteed student loans; reduction of principgberfiorming guaranteed loans; or pay the federaéigoment to liquidate
the liability for excess earnings as required teydpplicable laws and regulations.

Transfers From/To Other Funds:

During the Fiscal Year ended June 30, 2007, theoR@r Benefit Fund of Collegelnvest contributed#illion to the
Bond Funds. During the Fiscal Year ended June2306, the Borrower Benefit Fund of Collegelnvestitdbuted $1.2
million to the Bond Funds.

During the Fiscal Year ended June 30, 2006, theoB@r Benefit Fund and Bond Funds of Collegelntestsferred $13.9
million and $36.0 million, respectively, to the CEArust to fund the Scholarship Program.

Due From/To Other Agencies:

The Bond Funds have interagency loans of $18,000$2r000 as of June 30, 2007 and 2006, respectigaly from the
University of Northern Colorado for monies providedhe CollegeLender for student loan originations

The Bond Funds have no interagency loan balancdrdaethe University of Colorado Denver & HealthiSwes as of
June 30, 2007. The Bond Funds had an interageacy ¢f $932,000 as of June 30, 2006 due from thgetsity of
Colorado Denver & Health Sciences for monies preditb the CollegeLender for student loan origineio

The Bond Funds have interagency loans of $1.1anilind $850,000 as of June 30, 2007 and 2006,atesgy, due from
the University of Colorado at Colorado Springsifaynies provided to the CollegeLender for studeau loriginations.
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1. Organization and Summary of Significant Accouting Policies (continued):

Due From/To Other Funds:

The Borrower Benefit Fund has the following interduoans as of June 30, 2007:

Borrower Prepaid Scholars Stable Value Direct Collegelnest
Benefit Bond Tuition Choice Plus Portfolio Early Achievers
Fund Funds Fund Fund Fund Fund Scholarship
(dollars amounts expressed in thousands)
Interfunds loans due from (to): $772 ($772)
$58 ($58)
($1,411) $1,411
$37 ($37)
($45) $45
$142 ($142)
Total: ($447) ($772) ($58) $1,411 ($37) $45 ($142)

The Borrower Benefit Fund has the following interduoans as of June 30, 2006:

Borrower Prepaid Scholars Stable Value Direct Collegestv
Benefit Bond Tuition Choice Plus Portfolio Early Achieser
Fund Funds Fund Fund Fund Fund Scholarship
(dollars amounts expressed in thousands)
Interfunds loans due from (to): $495 ($495)
$52 ($52)
($432) $432
$26 ($26)
($378) $378
$54 ($54)
Total: ($183) ($495) ($52) $432 ($26) $378 ($54)
Revenues:

Revenue consists of interest income on studens|oavestment income, and special allowance orestudans. Pursuant
to the Higher Education Act (Act), special allowamayments are intended to assure that the liontath interest rates and
other conditions imposed by the Act do not impdaedarrying out of the purposes of the Act or cdbeaeturn to holders
of loans made and insured under the Act to betllessequitable. The rate of special allowance gagaifor loans depends
on the date of disbursement of the loan, and thecem®f the holder’'s funding to acquire the loan.
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1. Organization and Summary of Significant Accouting Policies (continued):
Use of Estimates:

The preparation of financial statements in conftymiith principles generally accepted in the Unit&tétes of America
requires management to make estimates and assmstiat affect the reported amounts of assets iabdities and
disclosure of contingent assets and liabilitiethatdate of the financial statements and the redamounts of revenues
and expenses during the reporting period. Actestilts could differ significantly from these estiem

Related Party Transactions:

CA was established in 1979 as a division of thedb@pent of Higher Education. CA is the studennlgaarantor for the
State of Colorado. Loans to be insured by CA may be originated by eligible institutions, whidalclude Collegelnvest.
Effective January 6, 2006, the Director of Colleyeist was appointed the Director of CA. Althoughli€yelnvest and CA
are both divisions of the Department, they are eartstituted and operated as separate enterpfishe State under the
direction of the same Director, and each (Collegedhand CA) retains the ability to enforce coritracobligations against
the other.

Certain student loans of Collegelnvest are servig®tker an origination and servicing agreement @Wighand Nelnet (the
Consortium Agreement). Prior to October 2005, Ciyinated loans and serviced certain loans follgndiisbursement,
and Nelnet also provided servicing under the Cdngar Agreement. In October 2005, CA assigned igfts and

obligations under the Consortium Agreement to Nelaad engaged Nelnet to carry out certain service#ts behalf.
From July 1, 2005 through October 2005, Collegethveaid CA $1.0 million for servicing under the Gortium

Agreement.

Reclassifications:

Certain amounts in the June 30, 2006 financialestahts have been reclassified to conform to theewguryear’s
presentation.

2. Cash Deposits and Investments:
Cash Deposits

All cash deposits of the Borrower Benefit Fund &LF Fund are held by a bank or the State TreasuRerceipts are
deposited to demand deposit accounts daily. Gellielsalances are transferred daily into money nmdukels.

Collegelnvest deposits cash with the Colorado Stegasurer as required by Colorado Revised Staf@eS). The State
Treasurer pools these deposits and invests thesedurities approved by CRS 24-75-601.1. Collegedhveports its
share of the State Treasurer’s unrealized gairs®tobased on its participation in the State Trea'supool. All of the

State Treasurer’s investments are reported awédire, which is determined based on quoted manke¢p at June 30,
2007 and 2006. The State Treasurer does not iavgsdf the pool resources in any external investrpeol, and there
is no assignment of income related to participatiothe pool. The unrealized gains or losses entthasurer’s pooled
cash are shown as increases or decreases in dasbds and therefore, are reported as noncastations. Additional
information on the State Treasurer’'s pool may b&iolkd in the State of Colorado’s Comprehensive uahiirinancial

Report.
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2. Cash Deposits and Investments (continued):
Cash Deposits (continued)
Cash deposits of the Borrower Benefit Fund, the 6HAust, and the NTLF Fund as of June 30 are &sifsi

2007 2006

Unrestricted Restricted Total Unrestricted Restricted Total
(dollar amounts expressed in thousands)

Demand deposit accountsh - $ -$ - $ 2 % -$ 2
State Treasurer's cash pool 9,017 165 9,182 11,142 - 11,142
$ 9,017 $ 1653% 9,182 $ 11,144 $ - $ 11,144

The Bond Funds allows for demand deposits, howelkliynds are currently invested in money markstoaints or
guaranteed investment contracts.

Custodial Credit Risk — Cash Deposits:

Custodial credit risk is the risk that, in the etvefithe failure of a depository financial institut, the Funds will not be
able to recover their deposits or will not be atoleecover collateral securities that are in thesession of an outside
party. Monies in the demand deposit accounts aseréd by federal depository insurance for thet f$00,000.
Deposits in excess of the $100,000 limit are ceildized subject to the provisions of the Statetdblié Deposit
Protection Act (PDPA) for monies held within theatet The Borrower Benefit Fund did not have a baallance in the
demand deposit account for the year ended Jun2080,. The carrying amount and bank balance of ddnogposits
accounts for Borrower Benefit Fund was $2,000 atuok 30, 2006. All amounts are fully insured iy EDIC.

Investment Authority and Policy:

The Borrower Benefit Fund allows investment in direbligations of the U.S. government and its agocdemand

deposits, certificates of deposit, banker's aceeggs, commercial paper, money market funds, wrigearse repurchase
agreements and written repurchase agreements,ajja@rerevenue obligations of any state in the Whi&tates, and

investment agreements as authorized by the ColdRagised Statutes Section 24-75-6.

Cash receipts of the Bond Funds are invested wheeived and are held by the bond trustee and arerged by
provisions of the respective debt agreements. dliegestments are comprised primarily of guaranteweéstment
contracts. The investment contracts are betweenrtistee as agent for Collegelnvest, and variols Ar AA rated
financial institutions.

Effective June 7, 2007, the Board approved thestment policy of the CEAS Trust. Investments cfets in the CEAS
Trust and the underlying portfolios are selected mmanaged in accordance with the standards sét ifothe Colorado
Revised Statutes Sections 15-1-304 and 15-1.1-1C@8nsistent with these standards, the Board, odésignated
committee, will determine from time to time suitabhvestment parameters for the CEAS Trust, whadkdo control
risk through portfolio diversification, and obtarreasonable return on the investment of Trustasse

The appropriate asset allocation for investmentthefCEAS Trust is a function of multiple factomsgluding projected
cash flow requirements, minimizing risk while warljito achieve an overall 5% disbursement objectind, minimizing
loss or use of corpus.
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2. Cash Deposits and Investments (continued):

Investment Authority and Policy (continued):

The table below identifies the broad asset categoliased on the respective benchmark that are reaithofor
investments of the CEAS Trust:

Asset Category Allocati Range Benchmark
on
Fixed Income Securities 40% +/- 2% Lehman Brothers Aggregate Bond Index
Small Cap Equity Securities 5% +/- 2% Russell 2000 Index
Large Cap Equity Securities 40% +/- 2% Russell 1000 Index
International Equity Securities 15% +/- 2% MSCI EAFE Index net

Prior to June 7, 2007, the CEAS Trust was alloveeithtest in direct obligations of the U.S. goverminand its agencies,
demand deposits, certificates of deposit, bankacteptances, commercial paper, money market fumitsen reverse

repurchase agreements and written repurchase agmegngeneral or revenue obligations of any statéhé United
States, and investment agreements as authorizetiebfolorado Revised Statues Section 24-75-60ke@t, as an

investment policy was not in place.
Investments of the Borrower Benefit Fund, the Béndds and the CEAS Trust as of June 30 are asvsillo
2007 2006

Unrestricted Restricted Total Unrestricted Restricted Total
(dollar amounts expressed in thousands)

Money market mutual funds $ - $ 34,4058 34,405 $ 225 $ 27,89% 28,124
Fixed income securities - 32,240 32,240 - - -
Guaranteed investment contracts - 341,923 341,923 - 122,349 122,349
International equity securities - 12,300 12,300 - - -
Large cap equity securities - 32,119 32,119 - - -
Small cap equity securities - 4,018 4,018 - - -
Commercial paper - - - - 71,500 71,500

$ - $ 457,008 457,005 $ 225 $ 221,74& 221,973

Custodial Credit Risk:

Custodial credit risk for investments is the ribktt in the event of the failure of the counterpéetg., broker-dealer) to a
transaction, the Funds will not be able to recawer value of its investment or collateral secusittbat are in the
possession of another party. All investments efBlond Funds and the CEAS Trust are held in tru§ldllegelnvest's

name.
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2. Cash Deposits and Investments (continued):
Interest Rate Risk:

Interest rate risk is the risk that changes in markterest rates will adversely affect the faifueaof an investment.
Generally, the longer the maturity of an investmehe greater the sensitivity of its fair value doanges in market
interest rates. The Bond Funds invest in guardniteestment contracts and are not exposed toeisiteate risk as of
June 30, 2007 and 2006. The CEAS Trust was ing@atgarious short term commercial paper instrumehitring the
year ended June 30, 2006 and a majority of the gaded June 30, 2007 which are not exposed toeBtteate risk.
Effective June 25, 2007, the CEAS Trust investefixed income, small cap equity, large cap equitg international
equity funds managed by Russell Trust Company (RWKiLh are exposed to interest rate risk. RTC sheanoney
managers with expertise in selecting bonds acrbesmaturity spectrum and combines firms that haifferihg
investment approaches to manage the risk.

2007 2006
Weighted Weighted
Average Average
Investment Fair Maturity Fair Maturity
Type Value (in years) Value (in years)
RIC Fixed Income | Fund Class Y $32,240 4.3 N/A N/A

Credit Risk:

Generally, credit risk is the risk that an issuéraa investment will not fulfill its obligation tahe holder of the
investment. This is measured by the assignmemt Gfting by a nationally recognized statisticalngtorganization.
Presented below is the minimum rating requiredvidyefe applicable) the Fund’'s investment policy #redactual ratings
for each investment type:

As of June 30, 2007:

Exemp Standard & Poor's Rating as of Year
Investmer Minimum  From
Type Ratin¢ Disclosure  AAA Al A2 A3 NR
(dollar amounts expressed in thousa

Commercial pape N/A - - - - - -
Fixed income securitii N/A - $32,24( - - - -
Guaranteed investment contr: N/A $341,92. - - - - -
International equity securiti N/A - - - - - $12,30(
Large cap equity securiti N/A - - - - - $32,11¢
Money market mutual fur N/A - - - - - $34,40!
Small cap equity securities N/A - - - - - $4,018
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2. Cash Deposits and Investments (continued):

Credit Risk (continued):

As of June 30, 2006:

Exemp Standard & Poor's Rating as of Year
Investmer Minimum  Frormr
Type Ratin¢  Disclosure Al A2 A3 NR
(dollar amounts expressed in thousa
Commercial pape N/A - - $71,50( - - -
Fixed income securiti N/A - - - - - -
Guaranteed investment contr: N/A $122,34! - - - - -
International equity securiti N/A - - - - - -
Large cap equity securiti N/A - - - - - -
Money market mutual fur N/A - - - - - $28,12-
Small cap equity securiti N/A - - - - - -
As of June 30, 2007:
Exemp Moody's Rating as of Year E
Investmer Minimum  Fromr
Type Ratin¢ Disclosure Aaa/P: Aa3/P: Aa2/P: NR
(dollar amounts expressed in thousa
Commercial pape N/A - - - - -
Fixed income securitit N/A - $32,24( - - -
Guaranteed investment contr: N/A $341,92. - - - -
International equity securiti N/A - - - - $12,30(
Large cap equity securiti N/A - - - - $32,11¢
Money market mutual fur N/A - - - - $34,40!
Small cap equity securities N/A - - - - $4,018
As of June 30, 2006:
Exemp Moody's Rating as of Year E
Investmer Minimum  Fromr
Type Ratin¢ Disclosure P1 Pz Pz NR
(dollar amounts expressed in thousa
Commercial pape N/A - $71,50( - - -
Fixed income securitit N/A - - - - -
Guaranteed investment contr: N/A $122,34! - - - -
International equity securiti N/A - - - - -
Large cap equity securiti N/A - - - - -
Money market mutual fur N/A - - - - $28,12-
Small cap equity securiti N/A - - - - -
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2. Cash Deposits and Investments (continued):
Concentrations of Credit Risk:
Concentration of credit risk is the risk of lostibtted to the magnitude of an investment in glgirissuer. Investments

in any one issuer that represent 5% or more of ®tad Funds’ and CEAS investments as of June280y/ are as
follows:

2007 2006

Issuer Investment Type Fair Value Fair Value
(dollar amounts expressed in thousands)

AIG Matched Funding Corporati Guaranteed investment contre $ 235,63 $ N/A
Bayerische Landesba Guaranteed investment contr: 52,77 64,227
Trinity Plus Funding Compal Guaranteed investment contre 52,41t 52,80!
Transamerica Life Insuran Guaranteed investment contre 1,09¢ 5,321
Dreyfus Treasury Cash Managen Money market mutual fur 23,65¢ 17,65
Firstbank Liquid Asset Accou Money market mutual fur 10,75( 10,24¢
RIC Fixed Income | Fund Class Fixed income securitit 32,24( N/A
CTF Russell Common Trust Lar

Cap Structured Equi Large cap equity securiti 32,11¢ N/A
CTF Russell Common Tru

International Equity Fur International equity securiti 12,30( N/A
CTF Russell Common Trust Sm

Cap Equity Fun Small cap equity securiti 4,01¢ N/A
Amcor Finance Commercial papers N/A 9,909
Rockies Express Pipeline Commercial papers N/A 9,907
Maximilian Capital Commercial papers N/A 9,887
New York Times Co Commercial papers N/A 9,879
Industries Inc. Commercial papers N/A 9,267
Cadbury Schweppes Commercial papers N/A 8,451
Santander Cent His Commercial papers N/A 4,898
Irish Life & Perm Commercial papers N/A 4,893
Standfield Victoria Commercial papers N/A 4,411
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2. Cash Deposits and Investments (continued):
Investment Income:

Net investment income as of June 30, 2007 and 2@&6comprised of the following:

2007 2006
Collegelnvest Nursing Collegelnvest Nursing
Borrower Early Teachers Borrower Early Teachers
Benefit Bond Achievers Loan Benefit Bond Achievers Loan
Fund Funds Scholarship Forgiveness Fund Funds Scholarship Forgiveness
(dollar amounts expressed in thousands)
Interest income (pledged as security on
revenue bonds and nof $ - $ 12206% - % -$ - $ 8277% - 3
Interest income 527 - 4,123 5 573 - 2,151
Change in fair value of State Treasurer's
cash poc 95 - 194 (1) (86) -
Net investment income $ 622 $ 12,206% 4317 $ 4% 487 $ 8277 % 2,151 $

3. Student Loans:

The Bond Funds originate student loans directlyhto borrower and purchase student loans from aiigig lenders in
accordance with the provisions of the Higher Edocafct (Act). The U. S. Department of Educatiaimanisters and
regulates the Federal Family Education Loan ProgdRmgram). Almost all of the student loans in Bend Funds have
been originated under the Program. The Progranudes loans originated in the Federal Stafford Lgaogram,

formerly the Guaranteed Student Loan program, gmeFal Parent Loan for Undergraduate Students gnogand the
Federal Consolidation Loan program. Loan termsiatetest rates vary depending on the respectiae fwogram and
date of origination. Loan terms generally providpayment of principal and interest on a monthlyid®aver a period of
up to thirty years. Interest rates range from 2t8%2.0% (not including borrower benefits).

As of June 30, 2007, there are approximately $18Pdj student loans in the Bond Funds originatedkuan alternative
loan program. Alternative loans are credit-basahool certified, supplemental loans offered bwate lenders to
students who are not eligible for federal loansvbo need assistance beyond their federal loanbditgi Interest rates
are variable, adjusted quarterly and equal to kimeet month LIBOR, plus a spread, dependent on ¢heower’'s or
cosigner’s credit rating.

Interest to the borrower is either at a fixed ornafale rate subject to a maximum rate. The loaidyto the Bond Funds
is the maximum interest rate to the borrower oata indexed to the 91-day Treasury bill rate faheealendar quarter,
for loans originated before January 1, 2000 orta madexed to the 91-day commercial paper rateefmh calendar
quarter for loans originated on or after JanuargaD0 through June 30, 2006. Loans originated dtire 30, 2006 bear
interest at a 6.8% fixed rate.

Principally, CA guarantees Program loans against librrower's default, death, disability, and baptecy. CA is

reinsured under the Act. The loan guarantee iestito applicable procedures relating to the aagon and servicing of
student loans. There are penalties up to lossuafamtee if the applicable procedures are not nzllegelnvest can
reinstate guarantees under certain circumstan€aslegelnvest also has recourse provisions withetglers and its
servicers for any loss of guarantee. Loans digltupsior to October 1, 1993 are 100% insured wibiges disbursed on
or after October 1, 1993 are insured up to 98%riocpal and accrued interest in the case ofadlef Loans disbursed
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3. Student Loans (continued):

after June 30, 2006 are insured up to 97% of gralcnd accrued interest. During the years endad 30, 2007 and
2006, two of Collegelnvest’'s student loan serviadrsined a designation from the U.S. Departmertichfcation which
allows loss of guarantee reimbursement at 2% abwvallowable rate. Certain due diligence starslandst be met by
the servicer to retain this designation. These dstads will be evaluated by the Department on a tgtgr basis.
Management has provided an allowance for loan $osdeprincipal and/or interest due to claim peealtiloss of
guarantee and insurance below 100%.

4. Capital Assets:
Capital assets activity for the year ended Jun2@07 and 2006 was as follows:

Balance Deletions/ Balance
June 30, 2006 Additions Depreciation June 30, 2007
(dollar amounts expressed in thousands)

Software $ 2,838 $ 20 $ - $ 2,858

Furniture and equipment 471 58 - 529

Accumulated depreciation (2,414) - (414) (2,828)

Total capital assets, net $ 895% 78 $ (414)$ 559
Balance Deletions/ Balance

June 30, 2005 Additions Depreciation June 30, 2006
(dollar amounts expressed in thousands)

Software $ 2,785 $ 53 $ - $ 2,838
Furniture and equipment 524 37 (90) 471
Accumulated depreciation (2,137) - 277) (2,414)

Total capital assets, net $ 1,173 9 $ (367)$ 895

Depreciation expense for the years ended June (¥, and 2006 was $414,000 and $367,000, respegtiokwhich
$343,000 and $308,000, respectively, was allodateéde Bond Funds. The remaining amount was dtdct the Prepaid
Tuition, Scholars Choice, Stable Value Plus, amed@iPortfolio Funds.

5. Bond and Note Issuance Costs:

Bond and note issuance costs as of June 30 aod@sd:
2007 2006

(dollar amounts expressed in thousands)

Bond and note issuance costs $ 13,442 $ 10,418
Less accumulated amortization (4,020) (3,679)
Bond and note issuance costs, net $ 9,422 $ 6,739
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6. Bonds and Notes Payable:

Collegelnvest issues bonds and notes to originadepairchase student loans. Each bond or note [gai@la separate
financing. All financings are revenue bonds oresahat are collateralized as provided in the fiivanagreements, by an
assignment and pledge to a Trustee of all Collegsls rights, title and interest in the investragstudent loans, and loans
purchased from Colorado institutions of higher edionn and the revenues and receipts derived thene f Collegelnvest
has issued bonds and notes in different seriesrumaster indentures which allows cross collatarajizgreater efficiency,
and the ability to issue additional bonds and notes

Restrictive Covenants:

Certain indentures of trust and insurance polisiekide, among other requirements, covenants velat restrictions on

additional indebtedness, limits as to direct amfir@ct administrative expenses, restrictions tdesttiloan portfolio mix, and

requirements for maintaining certain financial @ati Also, certain indentures of trust require élstablishment of reserve
accounts. Collegelnvest was in compliance witthhsiovenants as of June 30, 2007 and 2006.

The serial bonds and notes may, at the option d4é@xinvest, be redeemed, without premium, fronilalske surpluses in
the respective Bond Funds. The term bonds ands ravte subject to mandatory redemption at the mah@mount plus
accrued interest to the redemption date to thenertenies are available in the respective Bond Bund

Refunding:

In addition to the bond issues discussed on sules¢qages, other bonds totaling $21.0 million prasly issued by
Collegelnvest were currently refunded (debt legalyisfied) by the issuance of refunding bondsmduthe year ended
June 30, 2007. No bonds were refunded during ¢lae gnded June 30, 2006.

Liquidity and Insurance Agreements:

Collegelnvest has entered into agreements withlityuedity providers. Pursuant to the Standby Agneets, the Liquidity
Providers agreed, subject to the terms and conditilberein, to purchase certain 1999 Series A-2/a8dBonds, Series
1989A Bonds or Series 1990A Bonds which are temdesethe owners thereof to the Tender Agent orsafgiect to
mandatory purchase but are not remarketed by theaReting Agents. The liquidity fees on principald interest are paid
quarterly.

On March 24, 1999, Collegelnvest entered into areagent to obtain municipal bond insurance on #reS 1999A-2, A-

3, and A-4 Bonds, Series 1989A Bonds and SerieBA®dnds. The policy insures payment only on stat@turity dates
and on mandatory sinking fund installment dateghacase of principal, and on stated dates fomgay, in the case of
interest. The term of the policy is for the lifetbe bonds and requires an annual fee.

44



COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2007 AND 2006

6. Bonds and Notes Payable (continued):

The following bonds and notes payable are outstandi

Issued
Authorized Outstanding (Redeemed) Outstanding Due Within
And Issued June 30, 2006 During 2007 June 30, 2007 One Year

(dollar amounts expressed in thousands)
1999 Series A Master Indenture, Variable Rate NotéBonds:
Weekly Adjustable | nterest Rate Bonds

1989A, Jun. 8, 1989 $ 80,000 $ 80,008 - $ 80,000 $ -
1990A, Jan. 4, 1990 66,655 60,655 - 60,655 -
1999A-2, Mar. 24, 1999 56,000 56,000 - 56,000 -
1999A-3, Mar. 24, 1999 32,300 32,300 - 32,300 -
Monthly Adjustable | nterest Rate Notes

1999A-4, Mar. 24, 1999 209,000 39,825 (23,851) 15,974 15,974

1999 Series IV Master Indenture, Variable Rate Not®Bonds:
Monthly Adjustable I nterest Rate Notes/Bonds

Series 19991V-Al, Nov. 1, 1999 96,800 64,900 - 64,900 -
Series 19991V-A2, Nov. 1, 1999 96,800 64,900 - 64,900 -
Series 19991V-A4, Nov. 1, 1999 19,300 19,300 - 19,300 -
Series 2001V-A, July 31, 2001 36,250 36,250 - 36,250 -
Series 2002VII-Al, August 20, 2002 32,000 32,000 - 32,000 -
Series 2002VII-A2, August 20. 2002 16,000 16,000 - 16,000 -
Series 2002VII-A3, August 20, 2003 62,000 62,000 - 62,000 -
Series 2003VIII-Al, April 24, 2003 65,000 65,000 - 65,000 -
Series 20041X-A1, July 22, 2005 38,500 38,500 - 38,500 -
Series 20041X-A2, July 22, 2005 38,525 38,525 - 38,525 -
Series 2004X-A1l1, December 15, 2005 50,000 50,000 - 50,000 -
Series 2005XI-Al, September 1, 2005 65,000 65,000 - 65,000 -
Series 2005XI-A2, September 1, 2005 66,000 66,000 - 66,000 -
Series 2005XI-A3, September 1, 2005 50,000 50,000 - 50,000 -
Series 2006XI1-Al, August 3, 2006 49,500 49,500 49,500 -
Series 2006XI11-A2, August 3, 2006 49,500 49,500 49,500 -
Series 2006XI11-A3, August 3, 2006 50,500 50,500 50,500 -
Series 2006XI11-A4, August 3, 2006 50,500 50,500 50,500 -
Series 2007 XIII-Al, April 17, 2007 66,000 66,000 66,000
Monthly Adjustable I nterest Rate Subordinate Bonds
Series 20041X-B4, July 22, 2005 6,000 6,000 - 6,000 -
Series 2007XI1I-B1 April 17, 2007 21,000 21,000 21,000 -
Series 2007XI11-B2, April 17, 2007 19,000 19,000 19,000 -
Quarterly Adjustable I nterest Rate Notes
Series 2003VIII-A2, April 24, 2003 120,000 120,000 - 120,000 -
Series 20041X-A3, July 22, 2005 96,000 96,000 - 96,000 -
Series 2007XII1-A2, April 17, 2007 200,000 200,000 200,000 -
Fixed Interest Rate Notes
Series 2001VI-A, July 31, 2001 63,800 15,761 (15,761) - -
Fixed I nterest Rate Subordinate Notes/Bonds
Series 1995lI1-B, Jun. 29, 1995 21,000 21,000 (21,000) - -
Bonds and notes payabl $ 1,988,931 $ 1,195,911 $ 445,38¢ $ 1,641,30:- $ 15,97«

45



COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

6. Bonds and Notes Payable (continued):

JUNE 30, 2007 AND 2006

Issued
Authorized Outstanding (Redeemed) Outstanding Due Within
And Issued  June 30, 2005 During 2006 June 30, 2006 One Year
(dollar amounts expressed in thousands)
1999 Series A Master Indenture, Variable Rate NotéBonds:
Weekly Adjustable I nterest Rate Bonds
1989A, Jun. 8, 1989 $ 80,000 $ 80,008 - $ 80,000 $ -
1990A, Jan. 4, 1990 66,655 60,655 - 60,655 -
1999A-2, Mar. 24, 1999 56,000 56,000 - 56,000 -
1999A-3, Mar. 24, 1999 32,300 32,300 - 32,300 -
Monthly Adjustable I nterest Rate Notes
1999A-4, Mar. 24, 1999 209,000 65,370 (25,545) 39,825 23,851
1999 Series IV Master Indenture, Variable Rate Not&Bonds:
Monthly Adjustable I nterest Rate Notes/Bonds
Series 19991V-Al, Nov. 1, 1999 96,800 64,900 - 64,900 -
Series 19991V-A2, Nov. 1, 1999 96,800 64,900 - 64,900 -
Series 19991V-A4, Nov. 1, 1999 19,300 19,300 - 19,300 -
Series 2001V-A, July 31, 2001 36,250 36,250 - 36,250 -
Series 2002VII-Al, August 20, 2002 32,000 32,000 - 32,000 -
Series 2002VII-A2, August 20. 2002 16,000 16,000 - 16,000 -
Series 2002VII-A3, August 20, 2003 62,000 62,000 - 62,000 -
Series 2003VIII-Al, April 24, 2003 65,000 65,000 - 65,000 -
Series 20041X-Al, July 22, 2005 38,500 38,500 - 38,500 -
Series 20041X-A2, July 22, 2005 38,525 38,525 - 38,525 -
Series 2004X-Al, December 15, 2005 50,000 50,000 - 50,000 -
Series 2005XI-Al, September 1, 2005 65,000 65,000 65,000 -
Series 2005XI-A2, September 1, 2005 66,000 66,000 66,000 -
Series 2005XI-A3, September 1, 2005 50,000 50,000 50,000 -
Monthly Adjustable Interest Rate Subordinate Bonds
Series 20041X-B4, July 22, 2005 6,000 6,000 - 6,000 -
Quarterly Adjustable I nterest Rate Notes
Series 2003VIII-A2, April 24, 2003 120,000 120,000 - 120,000 -
Series 20041X-A3, July 22, 2005 96,000 96,000 - 96,000 -
Fixed Interest Rate Notes
Series 2001VI-A, July 31, 2001 63,800 34,164 (18,403) 15,761 15,761
Fixed Interest Rate Subordinate NotesBonds
Series 1993I-B, Dec. 1, 1993 6,000 - - - -
Series 1995II-B, Jun. 29, 1995 21,000 21,000 - 21,000 -
Bonds and notes payable $ 1488930 % 1,058,864% 137,052 $ 1,195,916% 39,612
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6. Bonds and Notes Payable (continued):
Weekly Adjustable Interest Rate Bonds:

The weekly adjustable interest rate bonds are subpepurchase on demand of the holder at a prigsleto

principal plus accrued interest on seven days eatied delivery to Collegelnvest's Remarketing Agamd

Trustee. The Remarketing Agent is authorized liotise repurchased bonds at par by adjusting tterdst rate.
Interest is paid quarterly at a variable rate dstladd weekly by the Remarketing Agent. The anmafdctive

interest rate for such bonds was 3.78% for the gaded June 30, 2007. Under certain conditiomsbtdnds may
be converted to a variable rate with varying indemate periods or to a fixed rate. Bond principatures on
March 1, 2024, September 1, 2024, July 1, 2027 Saplember 1, 2034.

Monthly Adjustable Interest Rate Notes/Bonds:

Collegelnvest issued Taxable Senior Asset-Backete\that are subject to an auction every 7 dayswhe
Auction Agent determines the interest rate forghlesequent period. The annual effective inteegstfor such note
was 5.38% for the year ended June 30, 2007. Nteigal matures on June 1, 2039, and June 1, 2040.

Collegelnvest issued Taxable Senior Asset-Backetks\Nthat are subject to an auction every 28 dayenwhe

Auction Agent determines the interest rate for shbsequent period. The annual effective intemst for such

notes was 5.37% for the year ended June 30, 20@?e principal matures on December 1, 2034, Decerhpe
2037, and June 1, 2040.

Collegelnvest issued Tax-Exempt Senior Asset-Ba@atls that are subject to an auction every 35 déngn the
Auction Agent determines the interest rate forghlesequent period. The effective interest ratsdoh bonds was
3.93% for the year ended June 30, 2007. Bond ipahenatures on November 27, 2012, June 1, 203& Ju
2037, June 1, 2038, December 1, 2038, June 1, 2088,1, 2040 and December 1, 2041.

Collegelnvest issued Taxable Notes under a masdenture. Interest on such notes is paid monthéy\eariable
rate equal to a predetermined percentage aboVelB@R rate. The annual effective interest ratedoch notes
was 5.68% for the year ended June 30, 2007. Nateipal matures on December 1, March 1, June d, an
September 1 through March 1, 2009.

Monthly Adjustable Interest Rate Subordinate Bonds:

Collegelnvest issued its Tax-Exempt SubordinateeBsicked Bonds concurrently with the issuance hef t
Taxable Senior Asset-Backed Notes/Bonds. The Sirmie Bonds are payable from the Trust Estate on a
subordinate basis to the Senior Notes/Bonds inrdaoge with the terms of the master indentureerést on the
subordinate bonds is paid on June 1 and Decemb@&hé.annual effective interest rate for such bomds 4.00%

for the year ended June 30, 2007. Bond princiflnas on June 1, 2038 and December 1, 2041.
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6. Bonds and Notes Payable (continued):
Quarterly Adjustable Interest Rate Notes:

Collegelnvest issued Taxable Senior Asset-Backedtiflg Rate notes at an interest rate equal toefkienth

LIBOR plus 0.225%. The initial floating rate teimthrough June 1, 2008. Subsequent to the ifiiGating rate

term, the notes will be subject to a quarterly Eunct The annual effective interest rate for suotea was 5.59%
for the year ended June 30, 2007. Note principgtlnes on December 1, 2032, June 1, 2033, and ecen
2041.

Fixed Interest Rate Notes:

Collegelnvest issued its Taxable Senior Asset-Badketes in accordance with the terms of the mastiEmture.
Interest on the notes is paid and principal matoreSeptember 1, December 1, March 1 and Junehk& ndte
principal matured on June 1, 2007 at an effectwe of 5.73%.

Fixed Interest Rate Subordinate Notes/Bonds (net afiscount):

Collegelnvest issued its Tax-Exempt SubordinateeABsicked Notes/Bonds concurrently with the issaanfcthe

Taxable Senior Asset-Backed Notes/Bonds. The Slirisie Notes/Bonds are payable from the Trust &stata

subordinate basis to the Senior Notes/Bonds inrdaoge with the terms of the master indentureerést on the
subordinate notes/bonds is paid on June 1 and Oegein The Notes/Bonds were refunded as of May2087

with tax-exempt, subordinate, auction rate nofBse annual effective interest rate for such noteslb was 6.20%
at the time of refunding.

The scheduled principal and interest payments (base interest rates at June 30, 2007) relating to
Collegelnvest's bonds and notes is as follows:

Fiscal Year Ended June 30, Principal Interest Total
(dollar amounts expressed in thousands)

2008 $ 15,974 $ 75,966 $ 91,940
2009 - 75,390 75,390
2010 - 75,402 75,402
2011 - 75,402 75,402
2012 - 75,597 75,597
2013-2017 19,300 373,702 393,002
2018-2022 21,000 371,818 392,818
2023-2027 175,655 352,873 528,528
2028-2032 - 336,419 336,419
2033-2037 527,350 259,656 787,006
2038-2042 882,025 116,939 998,964
Total bonds and notes payable $ 1,641,304% 2,189,164 $ 3,830,468
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6. Bonds and Notes Payable (continued):
Private Activity Bond Allocations:

Collegelnvest was partnered with the City and CpwiftDenver and El Paso County/City of Coloradoiys to

transfer $34.0 million and $18.0 in Public ActiviBond (PAB) allocation to Collegelnvest, respedtveCity

and County of Denver high school graduates of may receive up to $1,500 in loan forgivengssnu
college graduation. El Paso County high schoddlga#es of 2005-2008 would also receive up to $1,500

PAB’s are tax-benefit bonds issued by governmegamizations for the purpose of providing speciaficing
benefits for qualified projects such as developnwdraffordable education. PAB’s are not cash, riatiher the
ability to issue tax-exempt debt.

7. Commitments and Contingencies:
Grants and Other:

Under the terms of federal grants, periodic aualitsrequired and certain costs may be interpredetbaibeing
appropriate expenses under the terms of the gra8tech audits could lead to reimbursement to trantor
agency or the U.S. Department of Education.

Cash Commitments:

Collegelnvest transferred $4.0 million to the Bdrghds during the year ended June 30, 2007 to pedeida
Loan Incentives For Teachers program. As of JUh€807 and 2006, Collegelnvest had committed 8ili&n
and $1.7 million, respectively, to pay future opierg expenses and potential cash flow shortfallthef Prepaid
Tuition Fund.

Purchase Commitments:

Collegelnvest has entered into agreements to psecktudent loans from institutions of higher edocaand
various other lenders. The agreements are foowsmperiods of time and expire over the next fiearg. The
following is a chart with the estimated purchasmeitments through expiration of the agreementdgdaimounts
expressed in thousands):

200¢ $ 170,60(
200¢ 172,30t
201C 174,02¢
2011 175,76¢
2012 177,52°

$ 870,231

Lease Commitments:
Collegelnvest leases certain office facilities urate operating lease agreement which expirdsetmuary 29, 2008.

The total rent expense for the Fiscal Years ended 30, 2007 and 2006 was $151,000 and $152,0fjieatvely.
Minimum future lease payments under the agreenoait$99,000 in fiscal year 2008.
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8. Retirement Plan:
Plan Description:

Most of Collegelnvest’'s employees participate mhefined benefit pension plan. The plan’s purpsge iprovide
income to members and their families at retirenmnin case of death or disability. The plan isoatcsharing
multiple employer plan administered by the Publimffoyees’ Retirement Association (PERA). PERA was
established by state statute in 1931. Resporgilidi the organization and administration of tHampis placed
with the Board of Trustees of PERA. Changes toplhe require legislation by the General Assemidife state
plan and other divisions’ plans are included in RERfinancial statements, which may be obtainedabiting
PERA at PO Box 5800, Denver, Colorado 80217, blintpPERA at 1-800-759-PERA (7372), or by visiting
WWW.copera.org

Non-higher education employees hired by the stéier danuary 1, 2006, are allowed 60 days to dect
participate in a defined contribution retirementarpladministered by the state’s Deferred Compensatio
Committee rather than becoming a member of PERfAthdt election is not made, the employee becomes a
member of PERA, and the member is allowed 60 daya tommencing employment to elect to participata i
defined contribution plan administered by PERA eattihan the defined benefit plan.

Prior to legislation passed during the 2006 sesdigher education employees may have participatesbcial
security, PERA'’s defined benefit plan, or the nditon’s optional retirement plan. Based on thé@eqgislation,
higher education employees hired on or after JgniaP008, have the additional option of participatin the
state’s defined contribution plan or PERA’s defirmhtribution plan, which are discussed below, a#i as the
plans available to other employees in their ingtitu

PERA members electing the defined contribution plemallowed an irrevocable election between toerst and
fifth year to use their defined contribution accbtm purchase service credit and be covered urdedéfined
benefit retirement plan. However, making this #tetsubjects the member to the rules in effectitimse hired
on or after January 1, 2007, as discussed belompldyer contributions to both defined contributiplans are
the same as the contributions to the PERA defirefit plan.

Defined benefit plan members (except state trogpegst after five years of service and are eligitde full
retirement based on their original hire date aevas:

e Hired before July 1, 2005 — age 50 with 30 yearses¥ice, age 60 with 20 years of service, or dge 6
with 5 years of service.

e Hired between July 1, 2005 and December 31, 2086y-age with 35 years of service, age 55 with 30
years of service, age 60 with 20 years of sendgcage 65 with 5 years of service.

e Hired on or after January 1, 2007 — any age witly&4rs of service, age 55 with 30 years of senage,
60 with 25 years of service or age 65 with 5 yeduservice.

Members are also eligible for retirement benefithaut a reduction for early retirement based agirtbriginal
hire date as follows:

o Hired before January 1, 2007 — age 55 with a mininad 5 years of service credit and age plus yefrs o
service equals 80 or more.

e Hired on or after January 1, 2007 — age 55 withramum of 5 years of service credit and age plusye
of service equals 85 or more.
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8. Retirement Plan (continued):
Plan Description (continued):

State troopers and judges comprise a small pegemiplan members but have higher contributioes;aand
state troopers are eligible for retirement benefitdifferent ages and years of service.

Members automatically receive the higher of theirdef retirement benefit or money purchase bendfit a
retirement. Defined benefits are calculated asp2rgent times the number of years of service titheshighest
average salary (HAS). For retirements before Jgnua2009, HAS is calculated as one-twelfth of éiverage of
the highest salaries on which contributions werd,p@ssociated with three periods of 12 consecutweaths of
service credit and limited to a 15 percent increlaseveen periods. For retirements after Januar3009 or
persons hired on or after January 1, 2007, motteigtdge limits are placed on salary increases leefwperiods
used in calculating HAS.

Retiree benefits are increased annually basedesndhginal hire date as follows:
o Hired before July 1, 2005 — 3.5 percent, compoursdedially.

e Hired between July 1, 2005 and December 31, 20 4esser of 3 percent or the actual increashdn t
national Consumer Price Index.

e Hired on or after January 1, 2007 — the lesserpdrg@ent or the actual increase in the nationakQower
Price Index, limited to a 10 percent reduction ireserve established for cost of living increastated
strictly to those hired on or after January 1, 20QThe reserve is funded by 1 percent of the eygslo
contributions for this population.)

Members disabled, who have five or more years ofige credit, six months of which has been earnedesthe

most recent period of membership, may receiveamignt benefits if determined to be permanentlybiésh If a

member dies before retirement, their eligible atgitdunder the age of 18 (23 if a full time studemt)heir spouse
may be entitled to a single payment or monthly liepayments. If there is no eligible child or sjse@ then
financially dependent parents, beneficiaries, errttember’s estate, may be entitled to a survivmetsefit.

Funding Policy:

The contribution requirements of plan members &ed £mployers are established, and may be amebgdte
General Assembly. Salary subject to PERA contrdouts gross earnings less any reduction in pagfteet
employer contributions to the state sponsored IREdan established under Section 125 of the |IatdRevenue
Code.

Most employees contribute 8.0 percent (10.0 perftgnstate troopers) of their salary, as defineCRS 24-51-
101(42), to an individual account in the plan. rrauly 1, 2006, to December 31, 2006, the stat&ibated 10.65
percent (13.35 percent for state troopers and lgetéent for the Judicial Branch) of the employessglgary. From
January 1, 2007, through June 30, 2007, the staitilouted 11.15 (13.85 percent for state troopard 14.66
percent for the Judicial Branch). During all addal Year 2006-07, 1.02 percent of the employetd salary was
allocated to the Health Care Trust Fund.

Per Colorado Revised Statutes, an amortizatioogeari 30 years is deemed actuarially sound. At Do 31,
2005, the division of PERA in which the state pap@tes was underfunded with an infinite amortaafperiod,
which means that the unfunded actuarially accruadility would never be fully funded at the current
contribution rate.
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8. Retirement Plan (continued):
Funding Policy (continued):

In the 2004 legislative session, the general aslemlthorized an Amortization Equalization Disbursmt

(AED) to address a pension-funding shortfall. ‘NiD requires PERA employers to pay an additiongdetcent
of salary beginning January 1, 2006, an additiohgercent of salary in 2007, and subsequent yeaeases of
.4 percent of salary until the additional paymesatahes 3.0 percent in 2012.

In the 2006 legislative session, the general assembthorized a Supplemental Amortization Equalorat
Disbursement (SAED) that requires PERA employerzaipan additional one half percentage point & tsdilaries
paid beginning January 1, 2008. The SAED is scleedtd increase by one half percentage point thr&@@jt8
resulting in a cumulative increase of three pergatpoints. For state employers, each year's oligé@entage
point increase in the SAED will be deducted from &mount of changes to state employees’ salanesused by
the employer to pay the SAED. Both the AED and BAfll terminate when funding levels reach 100 pertc

Historically members have been allowed to purclsasece credit at reduced rates. However, legislatpassed in
the 2006 session required, that future agreememsrchase service credit be sufficient to fundrtiated actuarial
liability.

Collegelnvest’s contributions on behalf of the Faitmithe three programs described above for thes yaled June
30, 2007, 2006 and 2005 were $177,000, $138,008,$4118,000, respectively. These contributions thet
contribution requirement for each year.

9. Voluntary Tax-deferred Retirement Plans:

PERA offers a voluntary 401k plan entirely sepafeden the defined benefit pension plan. The stéfters a 457
deferred compensation plan and certain agenciefatitilitions of the state offer 403b or 401(a)ngla

10. Other Postretirement Benefits and Life Insurance:

Health Care Program

The PERA Health Care Program began covering beredipients and qualified dependents on July 1,6198
This benefit was developed after legislation in 3 3&tablished the Program and the Health Care Rined,;
program was converted to a trust fund in 1999. WUnklis program, PERA subsidizes a portion of thenthly
premium for health care coverage. The benefipient pays any remaining amount of that premiurough an
automatic deduction from the monthly retirementdfgn Effective July 1, 2000, the maximum montklybsidy
is $230 per month for benefit recipients who ardamn65 years of age and who are not entitled toidAee; and
$115 per month for benefit recipients who are 6&rgeof age or older or who are under 65 years ef &gl
entitled to Medicare. The maximum subsidy is basedhe recipient having 20 years of service crexhd is
subject to reduction by 5 percent for each yea tlean 20 years.

The Health Care Trust Fund is maintained by an eyapls contribution as discussed above in Note 8.

Monthly premium costs for participants depend o tiealth care plan selected, the number of persovered,
Medicare eligibility, and the number of years ofvéee credit. PERA contracts with a major medicalemnity
carrier to administer claims for self-insured medlicenefit plans, and another carrier for presimipbenefits,
and with several health maintenance organizatignsiging services within Colorado. As of Decemlr,
2006, there were 42,433 enrollees in the plan.
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10. Other Postretirement Benefits and Life Insurance (ontinued):

During Fiscal Year 2007, PERA provided its memlasess to a group decreasing term life insuraree gffered by
UnumProvident in which 41,101 members participatédtive members may join the Unum Provident Pland an
continue coverage into retirement. Premiums arlect®d by monthly payroll deductions or other meaimsaddition,
PERA maintained coverage for 12,790 members unidsed group plans underwritten by Anthem Life, Fmiifl,
and New York Life.

11. Risk Management:
Self Insurance

The State of Colorado currently self-insures itsraiges, officials, and employees for the risksogses to which they are
exposed. That includes general liability, motdnigke liability, and worker's compensation. Thet8tRisk Management
Fund is a restricted General Fund used for clamjissement, investigation, defense, and authorindtio the settlement

and payment of claims or judgements against the $tacept for employee medical claims. Propedint are not self-

insured; rather the State has purchased insurance.

Colorado employers are liable for occupationalriegiand diseases of their employees. Benefitprascribed by the
Worker's Compensation Act of Colorado for medicgbenses and loss of wages resulting from job-réldisabilities.

The State utilizes the services of Pinnacol Assiggformerly Colorado Compensation Insurance Autyiora related

party, to administer its plan. The State reimbsiB@nacol Assurance for the current cost of clgieisl and related
administrative expenses.

Collegelnvest participates in the Risk Managemantdr State agency premiums are based on an assgssimisk
exposure and historical experience. Liabilities raported when it is probable that a loss hasroegand the amount of
that loss can be reasonably estimated. Liabilitiekide an amount for claims that have been imcubut not reported.
Because actual claims liabilities depend on suchptex factors as inflation, changes in legal doessi and damage
awards, the process used in computing claims ilialgibes not necessarily result in an exact amo@aims liabilities
are reevaluated periodically to take into consitimarecently settled claims, the frequency ofrakeiand other economic
and social factors.

The limits of liability for which the State acceptssponsibility pursuant to the Colorado Governmelmhmunity 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 changessarance coverage from the prior year. Settlaond did not exceed
insurance coverage in any of the past three fisals.

Furniture and Equipment

The State of Colorado carries a $15,000 deduatdgiacement policy on all State owned furniture aqdipment. For
each loss incurred, Collegelnvest is responsibtetife first $1,000 of the deductible and the StateColorado is
responsible for the next $14,000 of the deductiBley loss in excess of $15,000 is covered by tisariance carrier up to
replacement cost.
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12. Net Assets:
The Funds have net assets consisting of three qompo— invested in capital assets, restricteduanestricted.

Invested in capital assets consists of capitaltggset of accumulated depreciation. The Funds havdebt outstanding
related to capital assets. As of June 30, 20072206, the Funds had invested in capital asset®5569,000 and
$895,000, respectively.

Restricted assets include net assets that ardctedtrfor use either externally imposed by creditograntors,
contributors, or laws and regulations of other goweents or imposed by law through constitutionalvggions or
enabling legislation. The Funds had restrictedagsets of $192.7 million and $172.4 million agwfie 30, 2007 and
2006, respectively. The Bond Funds restrict neétsto uses prescribed in the respective finarboegments. The
CEAS Trust restricts net assets to uses prescriletr Senate Bill 05-003 to pay for costs of impeting,
marketing, and administering the Scholarship Pmogiar the purpose specifically outlined in the stat

Unrestricted net assets consists of net assetsldhadt meet the definition of invested in capassets or restricted net
assets. As of June 30, 2007 and 2006, the Fundisuhestricted net assets of $8.0 million and $Xilion,
respectively. Although the Funds report unrestdatet assets on the face of the statement ofssetsa unrestricted
net assets are to be used by Collegelnvest fopaliment of obligations incurred by Collegelnvestanrying out its
statutory powers and duties and are to remainénFimd and not be transferred or revert to the rgéfiend of the
State of Colorado as outlined in 23.3-1-205.4 ef@vlorado Revised Statutes.

13. Department of Education Review:

The U.S. Department of Education (USDE) performededew of Collegelnvest in May 2006. As a result,
Collegelnvest received a finding from the USDE rdgay under billing of 9.5% Floor Special Allowan&ayments
(Floor SAP) of approximately $13.6 million. Spdchdlowance Payments (SAP) is a government subgidyl to
student loan lenders which is designed to ensgmgetitive return on student loans. Floor SABilglie student loans
receive a 9.5% total return. Student loans findrweigh tax-exempt bond proceeds originally issugdrgo October 1,
1993 general are eligible for Floor SAP. The urling identified in the review began in the gugarended March 31,
1999. Collegelnvest has reviewed its portfoliarirthe quarter ended March 31, 1999 to the pregeoliegelnvest is in
the process of working with USDE in determining tfe¥ised amount of the under billing. Collegelrivieas not
recorded and will not record this in its finang#tements until the amount of the under billing baen determined and
approved by the USDE.

14. Subsequent Events:

The College Cost Reduction and Access Act beconididPaw 110-84 on September 27, 2007 effectiveoBet 1,
2007. The legislation reduces by 40 and 55 basigplender subsidies for Stafford and Consolatatoans made by
non-profit and for-profit lenders, respectively, anafter October 1, 2007. Additionally, it proggifor a 70 and 85 basis
point reduction for PLUS loans made by non-praditders and for-profit lenders, respectively, insesalender paid
origination fees from 0.5% to 1.0% with an exceptfor “small tenders”, and repeals exceptional grenker status. It
further reduces lender insurance from 975 to 95&ctde October 1, 2012.

The U.S. Department of Education issued the Gemgmlisions and Loan Provisions Final Rule on Nadverd, 2007.

The new regulations clarify the relationships betwéenders and institutions and address numersugssincluding
prohibited inducements.
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14. Subsequent Events (continued):

In addition, the regulations further define periihiles activities by lenders as well as expand theDES oversight
capability. The USDE will apply a rebuttable pnegation for lenders that deviate from inducemenesuhcceptable
under the Direct Loan Program, another student pwagram also administered by the USDE, with anodpipity for
the lender to show that the activity was not anroppr inducement. Violation of these rules mayilteis limitation,
suspension, or termination of a lender’s partiéipein the FFEL Program.
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Certified Public Accountants & Consultants

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

Members of the Legislative Audit Committee:

We have audited the financial statements of thénkas-type activities and each major fund of
Collegelnvest, Student Loan Program Funds as offanthe year ended June 30, 2007, and
have issued our report thereon dated December007, 2We conducted our audit in accordance
with auditing standards generally accepted in timtdd States of America and the standards
applicable to financial audits contained @overnment Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considef@dllegelnvest, Student Loan Funds’
internal control over financial reporting as a basir designing our auditing procedures for the
purpose of expressing our opinion on the finanskatements, but not for the purpose of
expressing an opinion on the effectiveness of thetyés internal control over financial
reporting. Accordingly, we do not express an apindn the effectiveness of the entity’s internal
control over financial reporting.

Our consideration of internal control over finamcraporting was for the limited purpose
described in the preceding paragraph and wouldnecessarily identify all deficiencies in
internal control over financial reporting that mighe significant deficiencies or material
weaknesses. However, as discussed below, we fiddntertain deficiencies in internal control
over financial reporting that we consider to bengigant deficiencies.

A control deficiency exists when the design or agien of a control does not allow management
or employees, in the normal course of performirgrthssigned functions, to prevent or detect
misstatements on a timely basis. A significantaiefcy is a control deficiency, or combination
of control deficiencies, that adversely affects @mity’s ability to initiate, authorize, record,
process, or report financial data reliably in ademce with generally accepted accounting
principles such that there is more than a remddiiood that a misstatement of the entity’s
financial statements that is more than inconsedgientll not be prevented or detected by the
entity’s internal control. We consider the defraees described in the accompanying section of
findings and recommendations to be significant alleficies in internal control over financial
reporting (Findings 1 and 2).
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A material weakness is a significant deficiencycombination of significant deficiencies, that
results in more than a remote likelihood that aemal misstatement of the financial statements
will not be prevented or detected by the entitpt®inal control.

Our consideration of the internal control over finel reporting was for the limited purpose
described in the first paragraph of this sectiod would not necessarily identify all deficiencies
in the internal control that might be significanéfidiencies and, accordingly, would not
necessarily disclose all significant deficiencidsatt are also considered to be material
weaknesses. However, we believe that none of trefisant deficiencies described above is a
material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance abouthehe&ollegelnvest, Student Loan Fund’s

financial statements are free of material misstatanwe performed tests of its compliance with
certain provisions of laws, regulations, contraeisd grant agreements, noncompliance with
which could have a direct and material effect om tletermination of financial statement

amounts. However, providing an opinion on commemwith those provisions was not an

objective of our audit and, accordingly, we do empress such an opinion. The results of our
tests disclosed no instances of noncompliance leer anatters that are required to be reported
underGovernment Auditing Standards.

This report is intended solely for the informatiemd use of the Legislative Audit Committee and
management and is not intended to be and shouldo@atsed by anyone other than these
specified parties.

C%WALA

Greenwood Village, Colorado
December 10, 2007
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Collegel nvest
Supplementary Schedule - Bond Funds Combining Statement of Net Assets

June 30, 2007 and 2006

(dollar amounts expressed in thousands)

Assets:
Current assets:
Restricted current assets:
Investments
Student loans, net
Interest and other receivables
Collegelender receivable
Prepaid expenses
Due from (to) other Funds and other agencies
Total restricted current assets

Noncurrent assets:
Restricted noncurrent assets:
Student loans, net
Bond and note issuance costs, net
Total restricted noncurrent assets
Total restricted assets
Liabilities:
Current liabilities:

Current liabilities payable from restricted assets:
Accounts payable and accrued expenses
Interest payable
Bonds and notes payable
Total current liabilities payable from restricted assets

Noncurrent liabilities:
Noncurrent liabilities payable from restricted assets:
Arbitrage rebate payable
Bonds and notes payable
Total noncurrent liabilities payable from restricted assets
Total liabilities

Total restricted net assets

2007 2006
Senior/ Senior/

Insured Subordinate Total Insured Subordinate Total

Bond Bond Bond Bond Bond Bond

Fund Fund Funds Fund Fund Funds
55,083 $ 321,245 $ 376,328 $ 64,308 $ 81,010 145,318
7,390 20,904 28,294 7,484 21,125 28,609
6,263 31,077 37,340 6,220 22,245 28,465
- 8,958 8,958 - 6,431 6,431
164 94 258 180 61 241
(46,732) 47,050 318 (255) 1,545 1,290
22,168 429,328 451,496 77,937 132,417 210,354
283,018 1,040,334 1,323,352 244,712 858,142 1,102,854
1,018 8,404 9,422 1,097 5,642 6,739
284,036 1,048,738 1,332,774 245,809 863,784 1,109,593
306,204 1,478,066 1,784,270 323,746 996,201 1,319,947
419 1,812 2,231 566 1,447 2,013
664 4,549 5,213 760 2,808 3,568
15,974 - 15,974 23,851 15,761 39,612
17,057 6,361 23,418 25,177 20,016 45,193
10,182 13,592 23,774 11,013 11,955 22,968
228,955 1,396,375 1,625,330 244,929 911,375 1,156,304
239,137 1,409,967 1,649,104 255,942 923,330 1,179,272
256,194 1,416,328 1,672,522 281,119 943,346 1,224,465
50,010 $ 61,738 $ 111,748 $ 42,626 $ 52,855 95,482
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Supplementary Schedule - Bond Funds Combining Statement of
Revenues, Expenses and Changesin Net Assets

Operating revenues:
Interest and special allowance on student loans
(pledged as security on revenue bonds and notes)
Interest income (pledged as security on revenue
bonds and notes)

Total operating revenues
Operating expenses:
Interest expense
Loan servicing costs
Rebate tax expense, net
Bond fees
General and administrative expenses
Salaries and benefits
Depreciation and amortization

Total operating expenses
Operating income before transfers
Transfer to College In Colorado Scholar ship Trust Fund
Transfer from Borrower Benefit Fund

Net assets, beginning of year
Net assets, end of year

Collegel nvest

For the yearsended June 30, 2007 and 2006
(dollar amounts expressed in thousands)

2007
Senior/ Total
Insured Subordinate Bond
Bond Bond Funds
Fund Fund (Restricted)
$ 19,647 $ 73,139 $ 92,786
3,050 9,156 12,206
22,697 82,295 104,992
11,033 61,057 72,090
1,133 4,625 5,758
1,293 6,341 7,634
947 1,536 2,483
415 2,019 2,434
422 1,562 1,984
71 272 343
15,314 77,412 92,726
7,383 4,883 12,266
. 4,000 4,000
42,627 52,855 95,482
$ 50,010 $ 61,738 $ 111,748
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$

2006

Senior/ Totd

Insured Subordinate Bond

Bond Bond Funds
Fund Fund (Restricted)
23,254 $ 54,051 $ 77,305
2,088 6,189 8,277
25,342 60,240 85,582
10,510 40,331 50,841
1,349 4113 5,462
2,961 5,165 8,126
1,118 1,866 2,984
474 1,688 2,162
409 1,191 1,600
75 233 308
16,896 54,587 71,483
8,446 5,653 14,099
(36,000) - (36,000)
- 1,170 1,170
70,181 46,032 116,213
42,627 $ 52,855 $ 95,482
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