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Members of the L egislative Audit Committee:

This report contains the results of the financial audit of the Prepaid Tuition Fund of
Collegelnvest as of June 30, 2010. The audit was conducted pursuant to Section 2-3-103,
C.R.S., which authorizes the State Auditor to conduct audits of the departments, institutions
and agencies of State government.
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REPORT SUMMARY

COLLEGEINVEST
PREPAID TUITION FUND
FINANCIAL AUDIT
FISCAL YEAR ENDED JUNE 30, 2010

Purpose and Scope

The Office of the State Auditor, State of Coloraalmaged Clifton Gunderson LLP to conduct
the financial audit of Collegelnvest Prepaid Tuitibund (Prepaid Tuition Fund) for the fiscal
year ended June 30, 2010. Clifton Gunderson LLFopwed this audit in accordance with
auditing standards generally accepted in the Unitates of America and the standards
applicable to financial audits contained @overnment Auditing Standards, issued by the
Comptroller General of the United States.

The purpose and scope of our audit was to expreepiaion on Collegelnvest's Prepaid Tuition
Fund basic financial statements and footnotes as@for the fiscal year ended June 30, 2010.

Audit Opinions and Reports

We expressed an unqualified opinion on Collegeltisd®repaid Tuition Fund basic financial
statements, as of and for the fiscal year ended 30n2010.

Summary of Key Findings and Recommendations
There were no findings for the year ended Jun2G00.

Summary of Progress in Implementing Prior Year Audt Recommendations

The audit report for the year ended June 30, 2@0dfamed one recommendation, which has
been implemented. The Disposition of Prior YeadihiRecommendations begins on page 4.



DESCRIPTION OF
COLLEGEINVEST
PREPAID TUITION FUND

Organization

The Colorado General Assembly, pursuant to ColoRelMised Statutes 23-3.1-201, et seq., and
23-3.1-301, et seq., established a student oligationd program (Student Loan Program
Funds, which consist of the Borrower Benefit FuBthnd Funds, the Collegelnvest Early
Achievers Scholarship Fund, Health Care Providendf-uand the Nursing Teacher Loan
Forgiveness Fund), a post secondary education sggaogram (Prepaid Tuition Fund), and an
Internal Revenue Code Section 529 college savimggram (Scholars Choice Fund, Direct
Portfolio Fund, Smart Choice Fund, and Stable Va&les Fund), which are administered by
Collegelnvest. The programs assist families in timgethe expenses incurred in availing
themselves of higher education opportunities. THeecutive Director of the Colorado
Department of Higher Education has responsibility foversight and management of
Collegelnvest, including appointing the Directdn addition, Collegelnvest has a nine person
Board of Directors (Board) designated by the Gowemith the consent of the State Senate to
serve four year terms.

Colorado Prepaid Tuition Fund

The Prepaid Tuition Fund was established in 199prtavide families with an opportunity to
save for future college education expenses. Thepdit Tuition Fund offered an annual
enrollment period for purchasers to buy prepaididmicontracts. The Prepaid Tuition Fund
offers certain federal and state tax advantagesvistors and was designed to keep pace with
average tuition inflation in Colorado. Originallihe investment was valued at and paid out at
the level of average tuition or an average minimafrd% per year over the life of the contract
(when held until the first payment date), whichewers greater, at the time of payment. The
contract terms were amended on February 20, 2003der the new terms, the investment is
valued and paid out at the lesser of 1) the peagenincrease in actual average tuition or 2)
5.5%. A purchaser can use amounts paid from tepdit Tuition Fund to pay for eligible
expenses at private and public colleges, univessitand vocational schools throughout the
United States.

The Colorado Constitution and other State laws iprbkhe State from providing its full faith
and credit to obligations of other entities, suchthe Prepaid Tuition Fund. As a result,
payments from the Prepaid Tuition Fund are not@juaed in any way by the State, and are not
considered to have created a debt or obligatiorihef State. Such payments are limited
obligations, payable from the Prepaid Tuition Fuiogt, not from the other assets of the State or
Collegelnvest. In accordance with State law, i§itletermined that the Prepaid Tuition Fund is
not actuarially sound as determined by an actuaa#ation, Collegelnvest may direct the
distribution of available assets. If it is detemeudl that the Prepaid Tuition Fund is not



financially sound as determined by an annual auttén Collegelnvest may discontinue

permanently or for a period of time may suspenadriqular aspect of the Prepaid Tuition Fund
and the execution of additional contracts. As ofést 1, 2002, the Fund was closed to new
investors.

During the March 2004 legislative session, the Gantssembly enacted H.B. 04-1350, making
changes to the Prepaid Tuition Fund. Effectivey Jyl2004, the State Treasurer is required to
invest moneys in the Prepaid Tuition Fund baseduprection from Collegelnvest’'s Board of
Directors. Prior to July 1, 2004, the State Treassinvested moneys in the Prepaid Tuition Fund
based on the advice and recommendations of Coflegsi. Collegelnvest is required to
evaluate the actuarial soundness of the Fund itherlast day of the fiscal year, more than ten
percent of the Fund is invested in 1) common ofegored stock, 2) corporate bonds, notes or
debentures that are convertible into common stockpreferred stock, or 3) investment trust
shares. Collegelnvest may contract with a privatesultant to provide this evaluation. As of
June 30, 2010, none of these criteria were mes, dinuevaluation was not necessary.



DISPOSITION OF PRIOR AUDIT RECOMMENDATIONS

Fiscal Year 2009 Recommendations

Number Recommendation Disposition

1 Collegelnvest should establish a process Implemented
requires the review and approval alif genere
ledger entriegrior to them being posted to
general ledger.
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Independent Auditor’'s Report

Members of the Legislative Audit Committee:

We have audited the accompanying basic financeéstents of Collegelnvest (a division of the
Department of Higher Education, State of Colora@gpaid Tuition Fund as of and for the years
ended June 30, 2010 and 2009 as listed in the tdldentents. These financial statements are the
responsibility of Collegelnvest Prepaid Tuition Bisxmanagement. Our responsibility is to express
an opinion on these financial statements basedioawlits.

We conducted our audits in accordance with audistasndards generally accepted in the United
States of America and the standards applicablmémdéial audits contained @overnment Auditing
Sandards, issued by the Comptroller General of the Unitéate€s. Those standards require that we
plan and perform the audits to obtain reasonalderaace about whether the financial statements
are free of material misstatement. An audit inekidxamining, on a test basis, evidence supporting
the amounts and disclosures in the financial statésn An audit also includes assessing the
accounting principles used and significant estimatade by management, as well as evaluating the
overall financial statement presentation. We elithat our audits provide a reasonable basis for
our opinion.

As discussed in Note 1 — Organization and Summaéargignificant Accounting Policies, the
financial statements of the Prepaid Tuition Fune iatended to present the financial position and
results of operations and cash flows for only thattion of the financial reporting entity, State of
Colorado, that is attributable to the transactioh€ollegelnvest Prepaid Tuition Fund. They do not
purport to, and do not present fairly, the finahgasition of the State of Colorado as of June 30,
2010 and 2009, and the changes in its financiatiposand its cash flows, where applicable, for the
years then ended, in conformity with accounting@ples generally accepted in the United States of
America.

In our opinion, the financial statements referredbove present fairly, in all material respedts, t
financial position of Collegelnvest Prepaid Tuitiénnd, as of June 30, 2010 and 2009 and the
changes in its financial position and its cash #Hofer the year then ended in conformity with
accounting principles generally accepted in thetéthBtates of America.

Member of

International



In accordance withGovernment Auditing Sandards, we have also issued our report dated
December 16, 2010 on our consideration of Collegedh Prepaid Tuition Fund’s internal
control over financial reporting and on our testst® compliance with certain provisions of
laws, regulations, contracts and grant agreememntother matters. The purpose of that report is
to describe the scope of our testing of internalti@ over financial reporting and compliance
and the results of that testing, and not to proad@pinion on the internal control over financial
reporting or on compliance. That report is angnaé part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the resfutiar
audit.

Collegelnvest Prepaid Tuition Fund has net defioftapproximately $247,000 and $1,130,000
as of June 30, 2010 and 2009, respectively. Dursogl year 2005, a bond laddering strategy
was implemented with the goal of matching bond mii@s and coupon payments to expected
net cash outflows. The bond portfolio will be exated on an annual basis and rebalanced, if
necessary. The intent of the Collegelnvest Prepaition Fund is to hold the investments to
maturity, which should reduce the Fund’'s economapeshdency on market fluctuations. The
Collegelnvest Prepaid Tuition Fund is dependentuppositive return on its investments and/or
future contributions from Collegelnvest to meetatsdigations. See Notes 1, 9 and 10 in the
Notes to Financial Statements.

The Management’'s Discussion and Analysis on pagésorigh 12 is not a required part of the
basic financial statements but is supplementargrin&tion required by accounting principles
generally accepted in the United States of Amerldé&e have applied certain limited procedures,
which consisted principally of inquiries of managethregarding the methods of measurement
and presentation of the required supplementaryrnmétion. However, we did not audit the
information and express no opinion on it.

C%/@”MLL/)

Greenwood Village, Colorado
December 16, 2010



COLLEGEINVEST
PREPAID TUITION FUND
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2010 AND 2009

This section of the Prepaid Tuition Fund's finahgtatements is a discussion and analysis of the
financial performance of the Prepaid Tuition FuRdr(d) for the years ended June 30, 2010 and 2009.
The Fund is a qualified state tuition program parnguo Internal Revenue Code (IRC) Section 529
administered by Collegelnvest. Collegelnvest,asitin of the Department of Higher Education of the
State of Colorado, also administers the Student lEragram Funds, which consists of the Borrower
Benefit Fund, the Bond Funds, the CollegelnveslyZsshievers Scholarship Fund, the Nursing Teacher
Loan Forgiveness Fund, and the Health Care Pro¥ded; and the College Savings Program, which
consists of the Scholars Choice, Direct Portfditgble Value Plus and Smart Choice College Savings
Funds. The Fund is presented as a proprietary ifurtde State of Colorado Comprehensive Annual
Financial Report. Collegelnvest’s Board of Direst§gBoard) approves the annual budget and the
investment policy of the Fund. Management of @@lavest is responsible for the financial statesient
footnotes and this discussion. The managemergtusision and analysis should be read in conjunction
with the Fund’s financial statements.

Overview of the Financial Statements:

This annual report contains two sections — managesndiscussion and analysis (this section) and the
basic financial statements. The basic financakstents include a Statement of Net Assets, anstate
of Revenues, Expenses and Changes in Fund NetsAaasdta Statement of Cash Flows.

The Statement of Net Assets presents informatiomlbof the Fund’s assets and liabilities, with the
difference between the two reported as net as§ster time, increases or decreases in the nesassgt
serve as a useful indicator of whether the findrpoaition of the Fund is improving or deterioratin

The Statement of Revenues, Expenses and ChangaadriNet Assets presents information that reflects
how the Prepaid Tuition Fund’s net assets changedglthe past year. All changes in the net asgets
reported as soon as the underlying event givirggtaghe change occurs, regardless of the timirtgeof
related cash flows. Thus, revenues and expensagported in the statement for some items that wil
only result in cash flows in future fiscal periods.

The Statement of Cash Flows reports the Fund'sftash from operating and investing activities.
Analysis of Financial Activities:

The Fund was designed to provide families with ppastunity to save for future college education
expenses. The Fund offers certain Federal and Btati@dvantages to investors. A purchaser can use
amounts paid from the Fund to pay for eligible exges at private and public colleges, universities,
and vocational schools throughout the United Stat#s of August 1, 2002, the Fund was closed to
new enrollments and gifts, although current investeith installment contracts may continue to make
contract payments.



COLLEGEINVEST
PREPAID TUITION FUND
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
JUNE 30, 2010 AND 2009

Analysis of Financial Activities (continued):
Effective February 20, 2003, the contract termseveenended as follows:

« Prior to the First Payout Date (the date identifrethe contract as the anticipated date funds are
needed to pay for school) withdrawals can be miamhe the Fund accounts at the lesser of:

1) a pro rata share of assets in the Fund;
2) the amount contributed; or
3) average tuition as defined in the contract.

¢ The value of annual tuition unit increases forristions will be limited to the lesser of 1) the
percentage increase in actual average tuition &r&to public colleges and universities (as
defined in the Program Disclosure Statement), &r.2%.

Collegelnvest utilizes the Borrower Benefit Funditfiwn the Student Loan Program Funds of
Collegelnvest) for payment of general and admiaiste expenses and other activities necessary to
fulfill the purposes of the various funds, incluglithe Fund. Expenses paid from the Borrower Benefi
Fund related to the Fund are allocated to and neisadl by the Fund.

Comparison of Current Year Results to Prior Year:

Condensed Satement of Net Assets as of June 30: 2010 2009 2008
(dollar amounts expressed in thousands)
Assets
Cash and investmel $ 31,17: % 31,22¢ % 32,57¢
Advance payment contract receival 99¢ 1,41( 1,96¢
Interest receivab 28C 33¢ 38:
Total asse 32,44¢ 32,97¢ 34,92
Liabilities:
Accounts payable, accrued expenses and an
due to Student Loan Program FL 79 164 10¢
Contracts and benefits payable - cur 4,78t 4,26( 5,03(
Contracts and benefits payable - noncu 27,82¢ 29,68¢ 31,308
Total liabilities 32,695 34,108 36,444
Net assets restricted for contracts and benefits $ (247) $ (1,130) $ (1,520)

Cash and investments decreased by $57,000 from3yr2009 to June 30, 2010. This change is due
to a net increase in cash of $2.1 million, offsgtabdecrease in investments of $2.2 million. er t
fiscal year ended June 30, 2010, cash increase&7Hy million from investments redeemed,
installment payments, and interest on investmerifseto by cash expenses tuition payments,
cancellations, rollovers, purchases of investmearid, administrative expenses of approximately $4.9
million. This resulted in a net increase in casts®fl million. The investments decreased by $2.2
million due to redemption of investments of $5.3liom, and offset by purchases of investments of

8



COLLEGEINVEST
PREPAID TUITION FUND
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
JUNE 30, 2010 AND 2009

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

$1.1 million, and an increase in fair market vabfe$2.0 million in the fixed income investment
portfolio during the year ended June 30, 2010.0A3une 30, 2010 the Fund’s unrealized gain on its
investments was $2.1 million.

Cash and investments decreased by $1.3 million flone 30, 2008 to June 30, 2009. For the fiscal
year ended June 30, 2009, cash received from meegs redeemed, installment payments, and
interest on investments amounted to $4.0 milliohjlevcash decreased due to tuition payments,
cancellations, rollovers, and administrative expsremounted to just over $3.9 million. This resallt

in a net increase in cash of $163,000. The investsndecreased by $1.5 million which is due to
redemption of investments of $2.1 million, and effsomewhat by an increase in fair market value of
approximately $540,000 in the fixed income investtortfolio during the year ended June 30, 2009.
As of June 30, 2009 the Fund’s unrealized losgsoinvestments was $35,200.

Advance payment contract receivables decreasedby,#00 from June 30, 2009 to June 30, 2010. The
decrease was a combination of installment contpaicicipal payments received of $364,000 and
cancellations and rollovers to other qualified plah$50,000.

Advance payment contract receivables decrease8%fy,$00 from June 30, 2008 to June 30, 2009. The
decrease was a combination of installment contpaicicipal payments received of $484,000 and
cancellations and rollovers to other qualified plah$71,000.

The decrease to contracts and benefits payable Juoa 30, 2009 to June 30, 2010 of $1.3 million was
the net result of (1) a decrease of approximatglg #illion for payments to contract holders forreat
tuition payments, cancellations and rollovers, é)dan increase in the liability of approximatel3.$
million due to the accumulation of future benefttsontract holders.

The decrease to contracts and benefits payable Juoma 30, 2008 to June 30, 2009 of $2.4 million was
the net result of (1) a decrease of approximatgl9 #illion for payments to contract holders forreat
tuition payments, cancellations and rollovers, é2)dan increase in the liability of approximateli.%
million due to the accumulation of future benefttsontract holders.



COLLEGEINVEST
PREPAID TUITION FUND
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
JUNE 30, 2010 AND 2009

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

Condensed Satement of Revenues, Expenses and
Changesin Net Assets for the Years Ended June 30: 2010 2009 2008
(dollar amounts expressed in thousands)

Operating revenues:

Contract income $ 71 $ 116 $ 161
Investment income 1,178 1,319 1,445
Gain on sale of investments 18 - -
Unrealized gain on investments 2,031 554 567

Total operating revenues 3,298 1,989 2,173

Operating expenses:

Contracts and benefits expense 2,246 1,411 1,619
Other expenses 169 188 209
Total operating expenses 2,415 1,599 1,828
Change in net assets 883 390 345
Net assets, beginning of year (1,130) (1,520) (1,865)
Net assets, end of year $ (247) $ (1,130) $ (1,520)

Contract income decreased by $45,000 for both ¢laesyended June 30, 2010 and June 30, 2009 due
primarily to the continued reduction in the numhd#r participants making installment contract
payments. The number of installment contractsedesad by approximately 152 from 637 as of June
30, 2009 to 485 as of June 30, 2010 and by 189amistfrom June 30, 2008 to June 30, 2009. This
was primarily a result of final installment paymeneceived from contract holders. Additionally,
during a contract’'s early amortization period, @éa percentage of the monthly payment is used for
paying the interest and as the contract is paidndawore of the monthly payment is applied to
principal, resulting in a decrease in contract meo

Investment income consists of interest on corpoeate treasury bonds and interest on the State
Treasurer’s cash pool, net of investment feeserdst income decreased by $141,000 for the year
ended June 30, 2010 from the year ended June 80, Zhhe decrease is a result of a decrease in the
monthly average investment balance of $2.9 milkam $29.5 million in fiscal year 2009 to $26.6
million in fiscal year 2010. Collegelnvest redeebmnds in order to fund withdrawal activity for the
year.

Interest income decreased by $126,000 for the gieded June 30, 2009 from the year ended June 30,
2008. The decrease is a result of a decrease imah¢hly average investment balance of $2.2 million
from $31.7 million in fiscal year 2008 to $29.5 laih in fiscal 2009. The overall strategy of thené

was to purchase bonds with maturities that coinaidle withdrawals. The intent is to hold the bonds
to maturity.

10



COLLEGEINVEST
PREPAID TUITION FUND
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
JUNE 30, 2010 AND 2009

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

The fixed income investment portfolio had an urigeal gain of almost $2.0 million and $540,000
during the fiscal years ended June 30, 2010 an®,2@3pectively, due to market adjustments of
investment values. The State Treasurer’'s cashhmmbln unrealized gain of $64,000 and $14,000 as
of June 30, 2010 and 2009, respectively. The dizedayield on fixed income investments, including
unrealized gains and losses, of the Fund was 7r@P2 8% for the fiscal years ended June 30, 2040 an
2009, respectively.

Contracts and benefits expense consists of theahacarual of future benefits adjusted for the akctu
experience of tuition payments, cancellations, mtidvers during the year. This expense incredsed
$835,000 for the year ended June 30, 2010 fromyéae ended June 30, 2009, and decreased by
$208,000 for the year ended June 30, 2009 froryebheended June 30, 2008. The increase in 2010 is
due to changes made to the actuarial assumptionghwprimarily consist of setting the tuition
inflation at 5.5% for five years and 5.25% theregftrather than 5.5% for one year and 5.25%
thereafter, and delaying the timing of withdrawhtwtion units based on actual trends. The demea

in 2009 is due primarily to a decrease in the nundiecontracts remaining and the effect of actual
withdrawals made during the year. Actuarial asdionp were the same for the fiscal years ended
June 30, 2009 and 2008.

The Fund’s statute limits its administrative expEngo 1% of contract price. The Fund’s expenses
subject to this limit have been as follows:

2010 2009 2008
(dollar amounts expressed in thousands)

Expenses subjectto the 1% cap  $ 169,000 $ 189,000 $ 193,000
1% cap $ 192,000 $ 217,000 $ 246,000

Expenses did not exceed the 1% cap of contrace foic the years ended June 30, 2010, 2009, or
2008. There is no assurance that the 1% cap a/siufficient to cover operating costs in the futase
the overall program assets decrease.
Economic Factors and Future Years’ Rates:

s As of August 1, 2002, the Fund suspended execufiorew contracts. The Fund is collecting

payments on installment contracts but does not hayeother incoming cash payments except
what it receives in interest income.
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COLLEGEINVEST
PREPAID TUITION FUND
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
JUNE 30, 2010 AND 2009

Economic Factors and Future Years’ Rates (continued

« The Fund’s amended contract terms limit the anpaatentage increases in average tuition for
distributions to the lesser of 1) the percentageei@se in actual average tuition of Colorado
public colleges and universities, or 2) 5.5%. ldidon, the Fund offers a minimum
cumulative return of 4% per annum calculated attitime of distribution. Average tuition as
computed under these contract terms increased ib.5%¢cal years 2008, 2009 and 2010, from
$36.26 per unit as of August 1, 2008, to $38.2®fasugust 1, 2009 and to $40.35 as of
August 1, 2010. Actual average tuition of Colorgublic colleges and universities increased
by 8.0% and 10.8% for the 2009-2010 and 2010-28had years, respectively.

% Future fair market valuation of fixed income settas may fluctuate based on interest rates
and/or the underlying credit of the securities.e Hund’s intent is to hold these investments to
maturity. The Fund has not liquidated any investi®grior to maturity since the amended
investment policy was placed into effect duringcdis year 2005 except to decrease the
concentration of investments in one issuer whichlted in an $18,000 gain. A downgrade in
the rating of any fixed income securities or chanigeliquidity needs of the Fund could cause
the Fund to liquidate fixed income securities piormaturity. If the Fund liquidated fixed
income securities prior to maturity it may expedenlifferent returns than expected. The Fund
may also experience losses as a result of a défgalh issuer of its fixed income securities.

s The contract and benefit liability is calculatedséad on assumptions determined by
management. Management utilizes past experierscejedl as consultation with an actuary
who is experienced in prepaid tuition plans, tcedeine the assumptions used in the liability
calculation. In June of 2010, changes to the aptians were made which primarily included
setting tuition inflation at 5.5% for five yearschb.25% thereafter rather than 5.5% for one
year and 5.25% thereafter, and reallocating thadsétwal usage percentages to 45% for year
one, 20% for year two, 15% for year three, 10%y#ar four, 5% for year five, 2.5% for year 6
and 2.5% for year ten. The assumptions relateédediming of cash flows are used as a basis
for management’s investment decisions. Varianedwden the cash flows experienced by the
Fund and the assumptions utilized by managementimgact the ability of the Fund to meet
its obligations as they come due.

s If it is determined that the Fund is not finangialound, then the Fund may discontinue

permanently or for a period of time may suspent plhagicular aspect of the Fund.

Requests for Information:

This report is designed to provide a general oesvwof the Fund’s finances. Questions concerning
any of the information provided in this report agquests for additional information should be
addressed to: Wendy Hause, Controller, CollegasinvE560 Broadway, Suite 1700, Denver, CO
80202.

12



COLLEGEINVEST
PREPAID TUITION FUND
STATEMENTS OF NET ASSETS
JUNE 30, 2010 AND 2009
(dollar amounts expressed in thousands)

Assets

Current assets:
Cash and cash equivalents
Investments
Advance payment contract receivables
Interest receivable

Total current assets

Noncurrent asse!
Investments
Advance payment contract receivables

Total noncurrent assets
Total assets
Liabilities
Current liabilities:
Accounts payable and accrued expenses
Due to Student Loan Program Funds
Contracts and benefits payable

Total current liabilities

Noncurrent liabilities:
Contracts and benefits payable

Total noncurrent liabilitie

Total liabilities

Net assets restricted for contracts and benefits

Total net asse

The accompanying notes are an integral part oetheancial statements.
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2010 2009
4300 $ 2,129
3,178 4,367

279 365
280 33¢
8,037 7,200
23,694 24,733
717 1,04¢
24,411 25,77
32,448 32,97
29 11€

50 48
4,788 4,26(
4,867 4,424

27,828 29,684

27 82 29,68:

32,695 34,10
(247) (1,130

(247) $  (1,130)




COLLEGEINVEST
PREPAID TUITION FUND
STATEMENTS OF REVENUES, EXPENSES AND
CHANGES IN FUND NET ASSETS
FOR THE YEARS ENDED JUNE 30, 2010 AND 2009
(dollar amounts expressed in thousands)

2010 2009
Operating revenues:
Contract income $ 71 $ 116
Investment income 1,178 1,31¢
Gain on sale of investments 18 -
Unrealized gain on cash and investments 2,031 554
Total operating revenue 3,298 1,98¢
Operating expenses
Contracts and benefits expense 2,246 1,411
General and administrative expenses 115 118
Salaries and benefits 54 70
Total operating expenst 2,415 1,599
Change in net asse 883 390
Net assets, beginning of ye: (1,130) (1,520)
Net assets, end of ye. $ (247) $__ (1,130)

The accompanying notes are an integral part ottfirancial statements.
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COLLEGEINVEST
PREPAID TUITION FUND

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2010 AND 200
(dollar amounts expressed in thousand

Cash Flows from Operating Activities:

Cash receipts from advance payment contracts
Cash distributions for advance payment contracts
Cash payments to suppliers for goods and service
Cash payments to employees for service

Net cash used by operating activiti

Cash Flows from Investing Activities

Redemptions of investments

Purchases of investments
Income received from investme

Net cash provided by investing activitie

Increase (decrease) in cash and cash agients

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end ot peri

201( 200¢
431 $ 587
(3,517) (3,718)
(197) (94)
(54) (70)
(3,337 (3,295
5,320 2,051
(1,066) -
1,25¢ 1,401
5,50¢ 3,45¢
2,171 163
2,129 1,966
4,300 $ 2,12¢

The accompanying notes are an integral part oktfieancial statemen

15



COLLEGEINVEST
PREPAID TUITION FUND

STATEMENTS OF CASH FLOWS (continued)
FOR THE YEARS ENDED JUNE 30, 2010 AND 2009
(dollar amounts expressed in thousands)

Reconciliation of net gain to net cash
used by operating activities

Change in net assets
Items reflected as investing activities

Income received from investments
Gain on sale of investments

Adjustments to reconcile net gain to ne
cash used by operating activities:

Net appreciation of fair value of investments
Changes in operating assets and liabilities:
Advance payment contract receivables
Accounts payable and accrued expenses

Due to Student Loan Program Funds
Contracts and benefits paye

Net cash used by operating activitie

16

2010

N
o
©

88: $ 390

(1,236) (1,363)
(18)

(1,967) (540)
414 554
(87) 89

2 (34)

(1,328) (2,391)

$__(3.337) $__(3.295)

The accompanying notes are an integral part oktfieancial statements.



COLLEGEINVEST
PREPAID TUITION FUND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010 AND 2009

1. Organization and Summary of Significant Accountng Policies

Pursuant to the Colorado Revised Statutes 23-3L12Geq., and 23-3.1-301, et seq., as amended,
Collegelnvest is a division of the Colorado Depamimof Higher Education (Department) of the
State of Colorado. The Executive Director of thepBrtment (Executive Director) has
responsibility for oversight and management of €invest and appoints the Director of
Collegelnvest. In addition, Collegelnvest hasreeferson Board of Directors (Board) designated
by the Governor with the consent of and approvethbystate Senate to serve four-year terms.

The Colorado General Assembly established a studlgiigation bond program (Student Loan
Program Funds), a post secondary education exgpeogeam (Prepaid Tuition Fund), a college
savings program (Scholars Choice, Direct Portfditable Value Plus and Smart Choice College
Savings Funds), a scholarship trust program (Celitegst Early Achievers Scholarship Fund), a
Nursing Teacher Loan Forgiveness program (Nursiegchier Loan Forgiveness Fund) and a
Health Care Provider Loan Repayment program (He@ltve Provider Fund) which are
administered by Collegelnvest. This report corstanly the Prepaid Tuition Fund (Fund). The
mission of Collegelnvest is to be Colorado’s higleelucation financing leader and to help
Colorado families break down the financial barrigrgollege. The operations of the programs of
Collegelnvest are accounted for under generallg@ted accounting principles. Collegelnvest
receives less than 10% of its funding from the éStat any local government of the State, and
therefore, retains its enterprise status undei@e20, Article X of the Colorado Constitution.

Prepaid Tuition Fund

The Fund was established in 1997 to provide famléth an opportunity to save for future
college education expenses. The Fund offerechianah enrollment period for purchasers to buy
prepaid tuition contracts until July 31, 2002. d€tive August 1, 2002, the Fund ceased
accepting new contracts. The contract terms waended on February 20, 2003 and state that the
annual increase in average tuition as defined bétolimited to the lesser of 1) the percentage
increase in actual average tuition at Colorado iputilleges and universities, or 2) 5.5%. The
Fund offers certain Federal and State tax advastag@vestors.

Average tuition is determined annually by the Fbogdadding (1) the sum of the applicable year’s
resident, undergraduate, general full-time tuitagnall Colorado public four-year colleges and
universities, to (2) the average full-time tuitianthe State community colleges for that year.I- Ful
time tuition equates to the tuition charged for ¢lgeivalent of fifteen credit hours for each of two
semesters. The total of (1) and (2) above is theided by the number of Colorado public four-
year colleges and universities in existence at sowh plus one for the State community colleges.
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COLLEGEINVEST
PREPAID TUITION FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2010 AND 2009

1. Organization and Summary of Significant Accountng Policies (continued)
Prepaid Tuition Fund (continued)

A purchaser can use amounts contributed and eam#te Fund to pay eligible expenses at
private and public colleges, universities and viocet! schools throughout the United States.

A qualified withdrawal is a withdrawal made to pawalified higher education expenses of the
student.  All withdrawals other than qualified vdthwals are considered non-qualified
withdrawals. Non-qualified withdrawals are subject 10% penalty on earnings per Section 529
of the Internal Revenue Code. A non-qualified dittwal is not subject to the 10% penalty only if
the withdrawal is: (i) made on account of the Heat disability of the student; (i) made on
account of a scholarship received by the studernhe extent that the withdrawal does not exceed
the amount of the scholarship; or (iii) a non-tdgatvansfer to another account or to another
Section 529 program on behalf of a student or fiffarent student who is a family member of the
original student. A nonqualified withdrawal mays@lbe subject to recapture in the event a
deduction has been taken from Colorado taxableneco

The Colorado Constitution and other State laws ipibthe State from providing its full faith and
credit to obligations of other entities, such asFand. As a result, payments from the Fund are no
guaranteed in any way by the State, and are naidened to have created a debt or obligation of
the State. Such payments are limited obligatipagable from the Fund, but not from the other
assets of Collegelnvest or the State.

In accordance with the Colorado Revised Statut@S{(23-3.1-206.7(5)(d), Collegelnvest shall
evaluate the actuarial soundness of the Prepaiibiittrund if, on the last day of the fiscal year,
more than ten percent of the Fund is invested mnecon or preferred stock; corporate bonds, notes,
or debentures that are convertible into commonreieped stock; or investment trust shares. As of
June 30, 2010 and 2009 investments of the Fund W@d&o fixed income and therefore, an
actuarial valuation was not obtained. The Funddséisnated its contract and benefit liability as of
June 30, 2010 and 2009 based on cash flows. R®also states that if it is determined that the
Fund is not financially sound, then the Fund magaitinue permanently or for a period of time
may suspend a particular aspect of the Fund anelxiébaution of additional contracts. Likewise, if
it is determined that an excess amount existsartind, Collegelnvest would calculate the portion
of such excess that would be attributable on agieobasis to each tuition unit.
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COLLEGEINVEST
PREPAID TUITION FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2010 AND 2009

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

Reporting Entity:

The Fund was established to account for operatimsisare financed and operated in a manner
similar to private business enterprises, whereitient is that costs of providing goods and
services to the general public on a continuingshsi financed or recovered primarily through
user charges. Purchaser payments and the eathemg®n are invested to meet the obligations
for future higher education expenses of a namedestuunder each contract. The payment of
general and administrative expenses and otheritasivof the Fund necessary to fulfill its
purposes are recorded within the Fund. There@hrer funds of Collegelnvest combined with
the Fund in the accompanying financial statemefitsus, the accompanying financial statements
are not intended to present the financial positigsults of operations, and cash flows of
Collegelnvest as a whole in conformity with accanopirinciples generally accepted in the United
States of America.

Budgets and Budgetary Accounting:

By statute, the Fund is continuously appropriatedugh user charges. Therefore, the budget is
not legislatively adopted and a Statement of Reesraind Expenses — Budget to Actual is not a
required part of these financial statements. Tbtalgeted expenses for the Prepaid Tuition
Fund for the fiscal year ended June 30, 2010 wérg ®illion, compared to actual expenses of
$2.4 million. The actual contract and benefit exqeewas greater than budget by approximately
$869,000, due to changes made to the actuariamggsuns. The actual contract and benefit
expense for the fiscal year ended June 30, 20#@teymined using actuarial cash flows while
the budget is determined based on a variety of @afstw and outflow assumptions using
historical data.

The Executive Director and the Board exercise aglersesponsibilities, including budgetary and
financial oversight.

Basis of Accounting:

The accompanying financial statements have beepapé in accordance with accounting

principles generally accepted in the United StafeAmerica and standards of the Governmental
Accounting Standards Board (GASB). The Fund hadiexp pronouncements issued on or before
November 30, 1989 by the Financial Accounting Saatsl Board, the Accounting Principles

Board, and the Committee on Accounting Procedwesp for pronouncements that conflict with

or contradict those of the GASB.

The accrual basis of accounting is utilized by thend. Revenues are recognized in the

accounting period in which they are earned and esgx are recognized in the period they are
incurred.
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COLLEGEINVEST
PREPAID TUITION FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2010 AND 2009

1. Organization and Summary of Significant Accourihg Policies (continued):
Operating Revenues and Expenses:

The Fund distinguishes between operating revenugsgpenses and nonoperating items in the
Statements of Revenues, Expenses and Changes thNainAssets. Operating revenues and
expenses generally result from providing serviagesconnection with the Fund’s purpose of
providing a college savings vehicle to its cust@neOperating revenues consist of investment
income and fees collected from contract holderper@ting expenses include the cost of payments
for tuition, cancellations and rollovers of contsaand for service and administrative expenset. Al
revenues and expenses not meeting this definittenrgported as nonoperating revenues and
expenses or capital contributions.

Cash and Cash Equivalents:

The Fund considers all cash, demand deposit acg;camd State Treasurer’s cash pool to be cash
equivalents.

Investments:

Investments are carried at fair value, which am@anily determined based on quoted market prices
at June 30, 2010 and 2009.

Advance Payment Contract Receivables:

Advance payment contract receivables are recortdélgdeacontract base price. Contract income
represents a 7.0% charge for paying over timelansthllment contracts (an approximate effective
rate of 6.78%).

Compensated Absences:

Compensated absences, known as general leavajaeackacation pay and sick pay for employees
who are expected to retire and are included in wadso payable and accrued expenses.
Compensated absences are based on an employgéisdeservice and are earned ratably during
the term of employment. Vested and accumulatedrgéleave that is expected to be liquidated by
employees of the Fund is accrued and charged agaiment operations.

Due to Student Loan Program Funds:
The Borrower Benefit Fund within the Student LoandPam Funds of Collegelnvest advances the

Fund monies for operating expenses. Advancesperating expenses are repaid quarterly without
interest.
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COLLEGEINVEST
PREPAID TUITION FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2010 AND 2009

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

For comparability, certain fiscal year 2009 amoumise been reclassified to conform with the
fiscal year 2010 financial statement presentation.

Contracts and Benefits Payable/Expense:

Contracts and benefits payable represent the @ityatetermined net present value of education
expenses that will be paid in future years to sitglevhen they attend the college or university of
their choice. The contracts and benefits payab&eljusted and reflected as contracts and benefits
expense for the effects of future tuition increased contract cancellations in accordance with
contract terms as amended.

Revenue Recognition:

Advance payment contracts are recorded gross hdtltash or receivable offset by contracts and
benefits payable with no effect on net income.

Expense Limitation:
The annual administrative expenses of the Fundiyeixg contracts and benefits expense and
amortization of software costs) is limited by thel@@ado Revised Statutes 23-3.1-206.7(5)(e)(l) to

1% of the contract price. For the fiscal yearseehdune 30, 2010 and 2009, the Fund was in
compliance with this requirement.

Use of Estimates:

The preparation of financial statements in confoymith accounting principles generally accepted
in the United States of America requires managert@mhake estimates and assumptions that
affect the reported amounts of assets and liaslaind disclosure of contingent assets and liabilit

at the date of the financial statements and thertegh amounts of revenues and expenses during the
reporting periods. Actual results could differrsfggantly from these estimates.

2. Cash Deposits and Investments:

Cash Deposits

All cash deposits are held by a bank as agenthi®i=und or the State Treasurer. Receipts on
installment contracts are deposited to demand degpasounts daily.
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COLLEGEINVEST
PREPAID TUITION FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2010 AND 2009

2. Cash Deposits and Investments (continued):

Cash Deposits (continued)

Collegelnvest deposits cash with the Colorado Statasurer as required by Colorado Revised
Statutes (CRS). The State Treasurer pools thgseside and invests them in securities approved
by CRS 24-75-601.1. Collegelnvest reports its eslwdrthe treasurer’s unrealized gains/losses
based on its participation in the State Treasuggos@. All of the State Treasurer’s investments
are reported at fair value, which is determinedeasn quoted market prices at June 30, 2010
and 2009. The State Treasurer does not investoérthe pool resources in any external
investment pool, and there is no assignment ofmecelated to participation in the pool. The
unrealized gain included in “Investment Income’leefs only the change in fair value during the
current fiscal year. As of June 30, 2010, Collagest had $4.3 million of cash on deposit with
the State Treasurer which represented approximaf&l%o of the total $5,977.9 million for
market value of deposits in the State Treasurestd.pAs of June 30, 2009, Collegelnvest had
$2.1 million of cash on deposit with the State Stgar which represented approximately .04%
of the total $5,742.1 million fair market value deposits in the State Treasurer's pool.
Additional information on the treasurer's pool mbg obtained in the State of Colorado’s
Comprehensive Annual Financial Report.

Cash deposits as of June 30 are as foll ows:

2010 2009
(dollar amounts expressed in thousands)
State Treasurer's Cash Pool $ 4,300 $ 2,129
Total cash deposits $ 4,300 $ 2,129

Custodial Credit Risk — Cash Deposits:

Custodial credit risk is the risk that, in the etveri the failure of a depository financial
institution, the Fund will not be able to recovés deposits or will not be able to recover
collateral securities that are in the possessiamadutside party. Monies in the demand deposit
accounts are insured by federal depository inserémrcthe first $250,000. Deposits in excess of
the $250,000 limit are collateralized subject te trovisions of the State’s Public Deposit
Protection Act (PDPA) for monies held within the®t

The carrying amount and bank balance of demandsitepccounts was $0 as of June 30, 2010
and June 30, 2009. All amounts were fully insurgdhe FDIC and therefore, the Fund did not
have any custodial credit risk on its cash depe@sitsf June 30, 2010 and 2009.
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COLLEGEINVEST
PREPAID TUITION FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2010 AND 2009

2. Cash Deposits and Investments (continued):
Investment Authority and Policy:

Under the Colorado Revised Statutes 23-3.1-216, $itmte of Colorado Treasury has
responsibility for the investment of the Fund’s ne®) based on the direction of Collegelnvest’'s
Board of Directors.

The Fund’s goal is to have cash available for fitdistributions, cancellations, and expenses.
The primary investment objective for the Fund'sestable assets is to match bond maturities
and bond coupon payments to expected net cashowstfl The table below identifies the
investment types that are authorized for the Fund:

Authorized Maximum Maximum
Investment Maximum Percentage Investment in
Type Maturity of Portfolio One Issuer

U.S. Treasury Obligations None None None
U.S. Agency Securities None None None
Certificates of Deposit 12 months [B] [B]
Commercial Paper 9 months None [A]
Corporate Debt None None [A]
Repurchase Agreements [C] None None [A]
Banker’'s Acceptances None None [A]
Money Market Funds N/A None [A]

[A] No more than 10% of the total amount of theefi-income portion shall be committed to the sdiesriof
any one issuer at the time of purchase, with tloegton of securities issued or guaranteed byuhddaith
and credit of the United States or AAA rated sd@sgiissued by governmental agencies as to wheae tis
no limit.

[B] No more than 5% of the assets of the shortitérvestment account shall be committed to cediéis of
deposit from one institution.

[C] Repurchase agreements must be secured bylte&sury Obligations or U.S. Agency Securities.

Custodial Credit Risk — Investments:

The custodial credit risk for investments is thekrthat, in the event of the failure of the
counterparty (e.g., broker-dealer) to a transactioe Fund will not be able to recover the value
of its investment or collateral securities that @r¢he possession of another party. The Fund’s
securities are held by the counterparty in the Rundme and therefore, custodial credit risk is
minimal.
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COLLEGEINVEST
PREPAID TUITION FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2010 AND 2009

2. Cash Deposits and Investments (continued):

Interest Rate Risk:

Interest rate risk is the risk that changes in markterest rates will adversely affect the fair
value of an investment. Generally, the longer riegurity of an investment, the greater the
sensitivity of its fair value to changes in mark#erest rates. One of the ways that the Fund
manages exposure to interest rate risk is by paneha combination of shorter term and longer
term investments and by timing cash flows from maas so that a portion of the portfolio is
maturing or coming close to maturity as necessagyrovide the cash flow and liquidity needed
for operations. The Fund monitors the interes resk inherent in its portfolio by measuring the
weighted average maturity of its portfolio. ThenBihas no specific limitations with respect to
this metric. Additionally, the Fund intends to thatls fixed income investments to maturity. The
Fund had $4.9 million of corporate bonds subjeataib options for both years on June 30, 2010
and 2009.

2010 2009
Weighted Weighted
Average Average
Investment Fair Maturity Fair Maturity
Type Value (in years) Value (in years)

(dollar amounts expressed in thousands)

U.S. Agency Securities $ 6,781 78 $ 5,918 8.9

Corporate Debt 20,001 3.2 23,022 2.8

Money Market Mutual Funds 90 N/A 160 N/A
$ 26,872 $ 29,100

Credit Risk:

Generally, credit risk is the risk that an issueam investment will not fulfill its obligation tthe
holder of the investment. This is measured by dksignment of a rating by a nationally
recognized statistical rating organization. FNMé&curities are not subject to credit risk and
therefore, are not included. Presented below & rthinimum rating required by (where
applicable) the Fund’s investment policy and the@aatings for each investment type:

Asof June 30, 2010:
Standard & Poor's Rating as of Year End

Investment Minimum
Type Rating AAA AA+ AA AA A+ A A BBB+ NR
(dollar amounts expressed in thousands)
Corporate Debt g - % - 3 -8 1,010 $ 2916 $ 12632 $ 2,368 $ 1,075
Money Market Mutual Funds N/A - - - - - - - -8 90
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2. Cash Deposits and Investments (continued):

Credit Risk (continued):

Asof June 30, 2009:

COLLEGEINVEST
PREPAID TUITION FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2010 AND 2009

Standard & Poor's Rating as of Year End

Investment Minimum
Type Rating AAA AA+ AA A+ A A BBB+ NR
(dollar amounts expressed in thousands)
Corporate Debt gl $ $ $ 916 $ 390 % 1315 $ 3,670 $ 1,290
Money Market Mutual Funds N/A -8 160
As of June 30, 2010:
Moody's Rating as of Year End
Investment Minimum
Type Rating Aa3 Al A2 A3 Baal Baa2 NR
(dollar amounts expressed in thousands)
Corporate Debt * 2,490 3,687 9,942 3,882 $
Money Market Mutual Funds N/A $ 0
As of June 30, 2009:
Moody's Rating as of Year End
Investment Minimum
Type Rating Aa3 Al A2 A3 Baal Baa2 NR
(dollar amounts expressed in thousands)
Corporate Debt * 3625 $ 3,546 $ 9,382 $ 1,697 $ 3482 % 1,290 $
Money Market Mutual Funds N/A $ 160

[l The Fund's investment policy provides for a minimum ratif@oleast AA by at least one of the major rating agencies ugmusition for
each specific issue. Any investment downgrades will be .eatald and appropriate action taken, as necessary. Thetrimeets policy
prohibits investments which cause more than 10% of the firRedme portion to be invested in securities with a less threre$tment grade
rating, or investments which cause the fixed income porttohave an overall quality which is less than A as rated by Mtodr Standard &

Poor's.

Concentrations of Credit Risk:

Concentration of credit risk is the risk of lostributed to the magnitude of an investment in a
single issuer. The investment policy of the Fuadtains limitations on the amount that can be
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COLLEGEINVEST
PREPAID TUITION FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2010 AND 2009

2. Cash Deposits and Investments (continued):

Concentrations of Credit Risk (continued):

invested in any one issuer, as noted above. Bectugy are explicitly guaranteed, FNMA
securities are not subject to concentration of itredk and therefore, are not included.

Investments in any one issuer that represent 5frbooe of total the Fund investments as of June
30, 2010 and 2009 are as follows:

2010 2009
Investment Fair Fair
Issuer Type Value Value

(dollar amounts expressed in thousands)

Goldman Sachs Corporate Debt $3,687 $3,546
Merrill Lynch & Co. Corporate Debt $3,566 $3,256
Morgan Stanley Corporate Debt $3,360 $3,376
Citigroup Corporate Debt $2,368 $1,973
Wells Fargo Corporate Debt $2,326 $2,087
Verizon Pennsylvania Corporate Debt $1,514 $1,509
JP Morgan Chase Corporate Debt $1,479 $2,709
Bank of America Corporate Debt $0 $3,165

3. Advance Payment Contract Receivables:

Until August 1, 2002, purchasers entered into adegrayment contracts for a number of tuition
units. The Fund values and pays out tuition up@sed on future average tuition (as defined in
the contract terms) to the designated student vieeor she attends an eligible college of his or
her choice. The contracts were purchased with atioree lump sum payment, a monthly

payment plan, or a combination plan. The monthidynpent plan allowed the purchaser to
determine the monthly payment amount and the nurab@ayments the purchaser wished to
make. The combination plan allowed the purchasdregin paying with a lump sum payment

and his or her first monthly payment, followed hybsequent monthly payments. Monthly

payment plans are generally for full term (from wntract date until at least three months
before the scheduled payout date), five yearsemryears. The full term monthly payment plan
has a preset number of months based on the pagaut yhe full term monthly payment plans

range from 10 months remaining for payout year 2@1118 months remaining for payout year
2020. Contracts for monthly payment plans genemalbvide for payment of a contract base
price and a charge for paying over time (at an @gprate effective rate of 6.78%). Advance

payment contract receivables are $996,000 and &dllibn as of June 30, 2010 and 2009,

respectively. The Fund expects to collect appretéty $279,000 in contract receivables during
the fiscal year ended June 30, 2011. The rema#uig,000 is expected to be collected from July
1, 2011 through January 31, 2020.
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COLLEGEINVEST
PREPAID TUITION FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2010 AND 2009

4. Contracts and Benefits Payable:

The following table presents total contracts andefiess payable of the Fund, including the
obligation related to advance payment contractivabées, measured at the actuarial net present
value (APV) of the future contracts and benefifgemse. The valuation method reflects the present
value of estimated contracts and benefits expahsewill be paid in future years and is adjusted
for the effects of projected tuition increases a&adcellations of certain contracts. Net assets
represent assets available to meet the Fund’saatsitind benefits payable obligations.

As of Jure 30: 201( 200¢
(dollar amounts expressed in thousands)
APV of Future Contracts and Benefits Pay $ 32,61¢ $ 33,94«
Total Assets Available for Future Contracts anddBiesm are as follows:
Cash deposits $ 4,300 $ 2,129
Investments 26,872 29,100
Advance payment contract receivables 996 1,410
Interest receivable 280 339
Less:
Accounts payable and accrued expe (29) (116)
Due to Student Loan Program Fu (50) (48)
Total Assets Available for Future Contracts andéids Payabl $ 32,36¢ $ 32,81«
Excess (Deficit) Assets $ (247) $ (1,130)
Total Assets Available as a Percentage of ConteatsBenefits 99% 97%
Payabl

The following assumptions developed by managemen wsed in the actuarial analysis as of June
30, 2010 and 2009. These assumptions are badadtoncal data both for the State and national
trends.

Investment rates The investment yield assumptidsased on estimates of the yields that will
be available on the investment portfolio and castor both fiscal years
ended June 30, 2010 and 2009, the investment g&sldmption was 4.5%.
For the fiscal years ended June 30, 2010 and 2869actual annualized
yield on investments was 7.0% and 2.0%, respegtivellThe actual

annualized yield on advance payment contract rabtg was 6.78% for
both years.

Tuition increases Tuition increases are based encthirent best estimate of future tuition
increases for Colorado public four-year colleges @amversities in existence
at such time plus the State community collegest th® fiscal year ended
June 30, 2010, the tuition increases assumpti@bi for five years and
5.25% thereafter. For the fiscal year ended Juhe2B09, the tuition
increases assumption was 5.5% for one year anéoil2&reafter.
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COLLEGEINVEST
PREPAID TUITION FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2010 AND 2009

4. Contracts and Benefits Payable (continued):

For the fiscal years ended June 30, 2010 and 200@ctual average tuition
increased by 8.0% and 8.5%, respectively. Avetag®n as computed
under the contract terms increased 5.5% in botlighal years ended June
30, 2010 and 2009.

Cancellations Cancellations occur when a partid¢ipalis funds into another type of plan
or ceases to make installment payments on an odistp contract.
Contract cancellations are estimated to be 1.75%year. Installment
cancellations are estimated to be 5.12% per yeArerage contract and
installment cancellations over the last five yearse 1.61% and 5.21%
respectively.

The following schedule of the estimated distribmtaf contracts and benefits payments does not
convey the same information as the actuarial nesgmt value of future contracts and benefits
presented on the previous page. The actuarigiresént value represents management’s estimate
of assets required today so that all participaritde paid in the future. The following schedole

the estimated distribution of contracts and bes@ityments shows future benefits payments using
an expected long-term annualized rate of tuitiamwin of 5.5% per annunrhe schedule assumes
that contracts that have reached their matricudatil be distributed 45% in the first year, 20% in
the second year, 15% in the third year, 10% infolieth year, 5% in the fifth year, 2.5% in the
sixth year and 2.5% in the tenth year.

Total
(dollar amounts expressed in thousa
2011 4,935
2012 4,063
2013 4,223
2014 4,368
2015 3,974
2016-2020 13,795
2020-2025 2,282
2026-2030 233

Total Estimated Contracts and Benefits Distribugion $ 37,873
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5. Retirement Plans:
Plan Description:

Most of Collegelnvest’'s employees participate iledined benefit pension plan. The plan’s
purpose is to provide income to members and tlaanilies at retirement or in case of death or
disability. The plan is a cost sharing multiple pdoyer plan administered by the Public
Employees’ Retirement Association (PERA). PERA established by state statute in 1931.

Responsibility for the organization and adminisbratof the plan is placed with the Board of

Trustees of PERA. Changes to the plan requirectuadal assessment and legislation by the
General Assembly. The state plan and other divésiplans are included in PERA’s financial

statements, which may be obtained by writing PERR@ Box 5800, Denver, Colorado 80217, by
calling PERA at 1-800-759-PERA (7372), or by vigitihttp:/ivww.copera.org

Prior to legislation passed during the 2006 sessiogher education employees may have
participated in social security, PERA’'s defined d&ignplan, or the institution’s optional
retirement plan.  Currently, higher education empés, excluding community college
employees, are required to participate in theititutson’s optional plan, if available, unless they
are active or inactive members of PERA with attlea® year of service credit. In that case they
may elect either PERA or their institution’s optadplan.

New employees, excluding four-year college and ensity employees, are allowed 60 days to
elect to participate in PERA's defined contributiplan. If that election is not made, the
employee is automatically enrolled in the plan taali he or she last contributed or, if there was
no prior participation, to the defined benefit pl&#ERA members electing the PERA defined
contribution plan are allowed an irrevocable etattbetween the second and fifth year of
membership to use their defined contribution actdarpurchase service credit and be covered
under the defined benefit retirement plan. Howenwaking this election subjects the member to
rules in effect for those hired on or after Januar007, as discussed below. The employer
contribution to the defined contribution plan i teme amount as the contribution to the PERA
defined benefit plan.

Defined benefit plan members (except state trogpperst after five years of service and are
eligible for full retirement based on their origifdre date as follows:

» Hired before July 1, 2005 — age 50 with 30 yearseasiice, age 60 with 20 years of
service, or age 65 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 2@syefiservice, or age 65 with 5 years of
service.

» Hired on or after January 1, 2007 — any age witlye&35's of service, age 55 with 30 years
of service, age 60 with 25 years of service, or@gwith 5 years of service.
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5. Retirement Plans (continued):
Plan Description (continued):

Members are also eligible for retirement benefith@ut a reduction for early retirement based
on their original hire date as follows:

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

» Hired on or after January 1, 2007 — age 55 withigimum of 5 years of service credit
and age plus years of service equals 85 or more.

State troopers and judges comprise a small pegentd plan members but have higher
contribution rates, and state troopers are eligibteretirement benefits at different ages and
years of service.

Most members automatically receive the higher @& tlefined retirement benefit or money
purchase benefit at retirement. Defined benefigscalculated as 2.5 percent times the number
of years of service times the highest average \s&@4AS). For retirements before January 1,
2009, HAS is calculated as one-twelfth of the ageraf the highest salaries on which
contributions were paid, associated with threeqolsriof 12 consecutive months of service credit
and limited to a 15 percent increase between pgriod

For retirements after January 1, 2009, the HASaleutated based on original hire date as
follows:

» Hired before January 1, 2007 — HAS is calculatexetiaon three periods of service credit
and is limited to a 15 percent increase betweeingerthe lowest salary of four periods
is used as a base for determining the maximum alievl5 percent increase.

* Hired on or after January 1, 2007 — HAS is caladabased on three periods of service
credit and is limited to an 8 percent increase betwperiods; the lowest salary of four
periods is used as a base for determining the mawiallowable 8 percent increase.

Prior to January 1, 2010, retiree benefits weresia®ed annually based on their original hire date
as follows:

* Hired before July 1, 2005 — 3.5 percent, compouratedially.

» Hired between July 1, 2005 and December 31, 20 tesser of 3 percent or the actual
increase in the national Consumer Price Index fdvad Wage Earners and Clerical
Workers (CPI).

* Hired on or after January 1, 2007 — the lesser péi@ent or the actual increase in the
national Consumer Price Index, limited to a 10 petceduction in a reserve established
for cost of living increases related strictly tes$le hired on or after January 1, 2007. (The
reserve is funded by 1 percentage point of salac@stributed by employers for
employees hired on or after January 1, 2007.)
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5. Retirement Plans (continued):
Plan Description (continued):

In the 2010 legislative session, the General As$es#i the current increase as the lesser of 2
percent or the average of the monthly CPI amouwntsdlendar year 2009. The 2009 CPI was
negative resulting in a calendar year 2010 incre&€epercent. The 2010 legislation moved the
payment date of all increases to July. New rusegiing the annual increase amount will be in
effect beginning January 1, 2011.

Members who are disabled, who have five or moresyefservice credit, six months of which
has been earned since the most recent period obership, may receive retirement benefits if
determined to be permanently disabled. If a menthes before retirement, their eligible
children under the age of 18 (23 if a full timedstnt) or their spouse may be entitled to a single
payment or monthly benefit payments. If there asetigible child or spouse, then financially
dependent parents, beneficiaries, or the membstases may be entitled to a survivor’'s benefit.

Funding Policy:

The contribution requirements of plan members &edr #mployers are established, and may be
amended, by the General Assembly. Salary sulgd2ERA contribution is gross earnings less any
reduction in pay to offset employer contributionsthie state sponsored IRC 125 plan established
under Section 125 of the Internal Revenue Code.

Most employees contribute 8.0 percent (10.0 perfcerdtate troopers) of their salary, as defined in
CRS 24-51-101(42), to an individual account in pien. From July 1, 2009, to December 31,
2009, the state contributed 12.95 percent (15.6&pefor state troopers and 16.46 percent for the
Judicial Branch) of the employee’s salary. Fromuday 1, 2010, through June 30, 2010, the state
contributed 13.85 percent (16.55 percent for stagepers and 17.36 percent for the Judicial
Branch). During all of Fiscal Year 2009-2010, 1@&cent of the employees’ total salary was
allocated to the Health Care Trust Fund.

Per Colorado Revised Statutes, an amortizatiorogpeasf 30 years is deemed actuarially sound.
At December 31, 2009, the division of PERA in whitle state participates was underfunded
with an amortization period of 43 years.

In the 2004 legislative session, the General As$gemlthorized an Amortization Equalization
Disbursement (AED) to address a pension-fundingrtilo The AED requires PERA
employers to pay an additional .5 percent of sabaginning January 1, 2006, another .5 percent
of salary in 2007, and subsequent year increased gpercent of salary until the additional
payment reaches 3.0 percent in 2012.
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5. Retirement Plans (continued):
Funding Policy (continued):

In the 2006 legislative session, the General Assemiithorized a Supplemental Amortization
Equalization Disbursement (SAED) that requires PE#dployers to pay an additional one half
percentage point of total salaries paid beginniagudry 1, 2008. The SAED is scheduled to
increase by one half percentage point through 28%8lting in a cumulative increase of three
percentage points. For state employers, eachsyea€ half percentage point increase in the SAED
will be deducted from the amount of changes testaiployees’ salaries, and used by the employer
to pay the SAED.

In the 2010 legislative session, the General Assemiended both the AED and SAED. The
AED will continue to increase at a rate of .4 pataef salary from calendar years 2013 through
2017. The SAED will continue to increase by onH-parcentage point from calendar years 2014
through 2017. If the funding ratio reaches 103&thithe AED and the SAED will be reduced by
one-half percentage point. Neither the AED norSAE&ED may exceed 5 percent.

Historically members have been allowed to purcteseice credit at reduced rates. However,
legislation passed in the 2006 session requirddiuh&re agreements to purchase service credit be
sufficient to fund the related actuarial liability.

The Fund’s contributions to PERA and/or the stafndd contribution plan for the fiscal years
ending June 30, 2010, 2009 and 2008 were $5,4080@5and $4,600, respectively. These
contributions met the contribution requirementdach year.

6. Other Retirement Plans:
Defined Contribution Plan:

The PERA Defined Contribution Retirement Plan watalgdished January 1, 2006, as an alternative
to the defined benefit plan. All employees, witie texception of certain higher education
employees, have the option of participating in pleen. On July 1, 2009, administration of the
state’s defined contribution plan was transferredPERA and participants of the state’s plan
became participants of the PERA defined contribuptan. Existing state plan members at the
time of the transfer became participants in the RERfined contribution plan and retained their
vesting schedule for employer contributions, wigilaployer contributions for new members will
vest from 50 percent to 100 percent evenly ovee&rsy Participants in the plan are required to
contribute 8 percent (10 percent for state trogpargheir salary. At December 31, 2009, the plan
had 3,039 participants.
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6. Other Retirement Plans (continued):
Defined Compensation Plan:

The PERA Compensation Plan (457) was establishigdLJ2009, as a continuation of the state’s
deferred compensation plan which was establishedtéde and local government employees in
1981. At July 1, 2009, the state’s administrafiugctions were transferred to PERA, and all costs
of administration and funding are borne by the jplarticipants. In calendar year 2009, participants
were allowed to make contributions of up to 100ceet of their annual gross salary (reduced by
their 8 percent PERA contribution) to a maximum$&6,500. Participants who are age 50 and
older may contribute an additional $5,500 for tatahtributions of $22,000 in 2009. At December
31, 2009, the plan had 18,007 participants.

PERA offers a voluntary 401k plan entirely sepafiaim the defined benefit pension plan. Certain
agencies and institutions of the State offer 40380d.(a) plans.

7. Other Postemployment Benefits:

Health Care Program

The PERA Health Care Program began covering beregfipients and qualified dependents on
July 1, 1986. This benefit was developed afteislagon in 1985 established the Program and
the Health Care Fund; the program was convertedl troist fund in 1999. The plan is a cost-
sharing multiple-employer plan under which PERAssdizes a portion of the monthly premium
for health care coverage. The benefits and emplayetributions are established in statute and
may be amended by the General Assembly. PERAdseslihe Health Care Trust Fund in its
Comprehensive Annual Financial Report, which maybtined by writing PERA at PO Box
5800, Denver, Colorado 80217, by calling PERA &00-759-PERA (7372), or by visiting
http://www.copera.org

After the PERA subsidy, the benefit recipient pdélye balance of the premium through an
automatic deduction from the monthly retirement dfgn Monthly premium costs for
participants depend on the health care plan seletkee PERA subsidy amount, Medicare
eligibility, and the number of persons covered.fe&ive July 1, 2000, the maximum monthly
subsidy is $230 per month for benefit recipient©wane under 65 years of age and who are not
entitled to Medicare; and $115 per month for bdrmefiipients who are 65 years of age or older
or who are under 65 years of age and entitled tdiddee. The maximum subsidy is based on
the recipient having 20 years of service credit mnsubject to reduction by 5 percent for each
year less than 20 years.
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7. Other Postemployment Benefits (continued):

Health Care Prograiftontinued):

Employees are not required to contribute to theltHg2are Trust Fund, which is maintained by
employer’s contributions as discussed above in Nmte Beginning July 1, 2004, state
agencies/institutions are required to contribu@ Jpercent of gross covered wages to the Health
Care Trust Fund. The Fund contributed $500, $30d, $400 as required by statute in Fiscal
Years 2009-10, 2008-09, and 2007-08, respectivétyeach year the amount contributed was
100 percent of the required contribution.

The Health Care Trust Fund offers two general tyggslans: fully-insured plans offered through
health care organizations and self-insured plangrastered for PERA by third party vendors. In
addition, two of PERA'’s insurance carriers offehggh deductible health care plans in 2009. As of
December 31, 2009, there were 46,985 enrolledcgaatits, including spouses and dependents,
from all contributors to the plan. At December 2009, the Health Care Trust Fund had an
unfunded actuarial accrued liability of $1.50 bifli a funded ratio of 14.8 percent, and a 53-year
amortization period.

8. Risk Management:

Self Insurance

The State of Colorado currently self-insures itsreges, officials, and employees for the risks of
losses to which they are exposed. That includggemgl liability, motor vehicle liability, and
worker’'s compensation. The State Risk Managemantlks a restricted General Fund used for
claims adjustment, investigation, defense, andoazttion for the settlement and payment of
claims or judgements against the State excepnipia/ee medical claims. Property claims are not
self-insured; rather the State has purchased inceira

Colorado employers are liable for occupationalriegiand diseases of their employees. Benefits
are prescribed by the Worker's Compensation AdCotorado for medical expenses and loss of
wages resulting from job-related disabilities. Btate utilizes the services of Pinnacol Assurance
(formerly Colorado Compensation Insurance Authpriyrelated party, to administer its plan. The

State reimburses Pinnacol Assurance for the cucasttof claims paid and related administrative

expenses.

Collegelnvest participates in the Risk Managememidi- State agency premiums are based on an
assessment of risk exposure and historical experiehiabilities are reported when it is probable
that a loss has occurred and the amount of theickns be reasonably estimated. Liabilities include
an amount for claims that have been incurred bttremorted. Because actual claims liabilities
depend on such complex factors as inflation, chemgdegal doctrines and damage awards, the
process used in computing claims liability does mextessarily result in an exact amount. Claims
liabilities are reevaluated periodically to takeoinconsideration recently settled claims, the
frequency of claims and other economic and soa@obfs.
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8. Risk Management (continued):

The limits of liability for which the State acceptesponsibility pursuant to the Colorado
Governmental Immunity Act, section 24-10-101 aréo#lews:

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. Settled
claims did not exceed insurance coverage in attyeopast three fiscal years.

Furniture and Equipment

The State of Colorado carries a $15,000 deduatdglacement policy on all state owned furniture
and equipment. For each loss incurred, Collegsinigeresponsible for the first $5,000 of the
deductible and the State of Colorado is respongiblthe next $10,000 of the deductible. Any loss
in excess of $15,000 is covered by the insurancecap to replacement cost.

9. Net Assets:

Restricted net assets includes net assets thaestrected for use either externally imposed by
creditors, grantors, contributors, or laws and legns of other governments or imposed by law
through constitutional provisions or enabling lé&gisn.

The Fund had a deficiency in restricted net asfe$247,000 and $1.3 million as of June 30, 2010
and 2009, respectively. In fiscal year 2010, tefcgbncy is primarily due to the Fund adjusting it
cash flow assumptions and in fiscal year 2009,stitig its fixed income investments to fair market
value and recording unrealized gains and lossesdbas this adjustment. The Fund expects to
hold its fixed income investments to maturity ariterefore, does not anticipate realizing
investment losses.

Net assets are restricted for the purpose of ngdtiture payments for higher education

expenses as stipulated by the Colorado Revisedt&a23-3.1-206.7(5)(a) and as agreed to in
the advance payment contracts.
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10. Economic Dependency on Market Fluctuations:

The Fund had an operating gain for the years edded 30, 2010 and 2009. A bond laddering
strategy was implemented with the goal of matchingd maturities and coupon payments to
expected net cash outflows. The bond portfolicadgusted to fair market value and this
adjustment may be positive or negative dependindirancial market conditions at the time.
The bond portfolio will be evaluated on an annwsib and rebalanced, if necessary. The intent
of the Fund is to hold the investments to matunwtyich should reduce the Fund’'s economic
dependency on market fluctuations.

This information is an integral part of the finascstatements.
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Independent Auditor’'s Report on Internal Control Over
Financial Reporting and on Compliance and Other Maters Based on an
Audit of Financial Statements Performed in Accordare
with Government Auditing Standards

Members of the Legislative Audit Committee:

We have audited the basic financial statementsade@elnvest (a division of the Department of
Higher Education, State of Colorado) Prepaid Tuitiund as of and for the years ending June 30,
2010 and 2009, and have issued our report theratsd december 16, 2010. We conducted our
audit in accordance with auditing standards geheaglcepted in the United States of America and
the standards applicable to financial audits coethiin Government Auditing Standards, issued by
the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we conside@adlegelnvest Prepaid Tuition Funds’ internal
control over financial reporting as a basis forigeisig our auditing procedures for the purpose of
expressing our opinion on the financial statemdmig,not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal cohtver financial reporting. Accordingly, we dotno
express an opinion on the effectiveness of thayentnternal control over financial reporting.

A deficiency in internal control exists when thesdm or operation of a control does not allow
management or employees, in the normal courserédrpgng their assigned functions, to prevent,
or detect and correct misstatements on a timelysbd@s material weakness is a deficiency, or
combination of deficiencies, in internal controlick that there is a reasonable possibility that a
material misstatement of the entity’s financialtestaents will not be prevented, or detected and
corrected on a timely basis.

Our consideration of internal control over finahggporting was for the limited purpose described
in the first paragraph of this section and would necessarily identify all deficiencies in internal
control over financial reporting that might be defncies, significant deficiencies or material
weaknesses. We did not identify any deficienciemtarnal control over financial reporting that we
consider to be material weaknesses, as definedeabov
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Compliance and Other Matters

As part of obtaining reasonable assurance aboutheh€ollegelnvest Prepaid Tuition 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 compleegth those provisions was not an

objective of our audit, and accordingly, we do erpress 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 informatiand use of the audit committee, management
and federal awarding agencies and pass-througtesrdind is not intended to be and should not
be used by anyone other than these specified partie

C%/@”MLL/)

Greenwood Village, Colorado
December 16, 2010
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Required Communications to the Legislative Audit Conmittee
December 16, 2010
Members of the Legislative Audit Committee:

This letter is to provide you with information aliaignificant matters related to our audit of the
financial statements of Collegelnvest Prepaid ®nifrund for the year ended June 30, 2010.

The following are our observations arising from #nedit that are relevant to the Collegelnvest
Board of Directors (the Board) responsibilitieirerseeing the financial reporting process.

Auditor's Responsibilities Under Generally Accepted Auditing Standards. Our audit was
performed for the purpose of forming and expressamgopinion about whether the financial
statements, that have been prepared by manageribrihesBoard’s oversight, are presented fairly,
in all material respects, in conformity with accting principles generally accepted in the United
States of America. Our audit does not relieveBbard or management of their responsibilities.

Other Information in Documents Containing Audited Financial Statements. In connection with

the Collegelnvest Prepaid Tuition Fund’s finans@tements, we did not perform any procedures or
corroborate other information included in the répadowever, we read management’s discussion
and analysis of financial conditions and resultsérations and considered whether the information
or the manner in which it was presented was maditerreconsistent with information or the manner
of presentation of the financial statements. Basedur reading, we concluded that the information
did not require revision.

Significant Issues Discussed With Management Pridio Retention. We discuss various matters

with management prior to retention as Collegelnv@stpaid Tuition Fund’'s auditors. These
discussions occur in the normal course of our pémal relationship. There were no significant
issues, including the application of accountingngples and auditing standards, which were
discussed with management prior to our retenticaualtors.

Consultations with Other Accountants. We were informed by management that they made no

consultations with other accountants on the apipticeof generally accepted accounting principles
or generally accepted auditing standards.
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Qualitative Aspects of Accounting Practices.

Accounting Policies

Management is responsible for the selection andofissppropriate accounting policies. The

significant accounting policies used by CollegebtVerepaid Tuition Fund are described in Note
1 to the financial statements. There were no Bagmt accounting policies or their application

which were either initially selected or changediniyithe year.

We noted no transactions in controversial or emgrgareas for which there is a lack of
authoritative guidance or consensus.

There were no significant transactions that havenlrecognized in the financial statements in a
different period than when the transaction occurred

Accounting Estimates

Accounting estimates are an integral part of tnarfcial statements prepared by management
and are based on management’s knowledge and experabout past and current events and

assumptions about future events. Certain accayiestimates are particularly sensitive because
of their significance to the financial statementsl decause of the possibility that future events

affecting them may differ significantly from thosgpected.

The following is management's description of thecpss utilized in forming estimates for the
actuarial liability related to the future cash flowf the Prepaid Tuition Fund:

Management develops assumptions for its annuahaatistudy of the future cash flows of the
Prepaid Tuition Fund. The present value of futcash flows less amounts receivable from
contract payments equals the liability for contsaantd benefits payable.

Contract and installment cancellations assumptayesl.75% and 5.12%, respectively, and are
based on the Fund’s past experience of canceliati@wver the past five years, actual contract
and instalment cancellations averaged 1.61% ari¥&.Bespectively.

The investment yield assumption is based on estgnait the yields that will be available on the

investment portfolio and cash. For both fiscal rgeanded June 30, 2010 and 2009, the
investment yield assumption was 4.5%. The actoabalized yield on investments of the fund

was 7.0% and 2.0%, respectively.

Tuition increases are based on the current bestadst of future tuition increases for Colorado
public four-year colleges and universities in etigte at such time plus the State community
colleges. For the fiscal year ended June 30, 20#0tuition increases assumption is 5.5% for
the next five years and 5.25% thereafter. Foffidwal years ended June 30, 2010 and 2009, the
actual average tuition increased by 8.0% and 8.&Xpectively. However due to contract
restrictions, average tuition as computed undercth@ract terms increased 5.5% in both the
fiscal years ended June 30, 2010 and 2009.
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Financial Statement Disclosures
Certain financial statement disclosures are pdditusensitive because of their significance to
financial statement users. There were no partigusnsitive financial statement disclosures.

Difficulties Encountered in Performing the Audit. We encountered no significant difficulties
in dealing with management related to the perfogearf our audit.

Corrected Misstatements. There were no material misstatements detectedrasudt of audit
procedures and corrected by management that weteriada either individually or in the
aggregate, to the financial statements taken asoéew

Representations from Management. We have requested and received representations from
management.

Disagreements With Management. There were no disagreements with management on
financial accounting and reporting matters, audifnocedures, or other matters which would be
significant to Collegelnvest Prepaid Tuition Fundéliisancial statements or our report on those
financial statements.

Please contact Mark Elmshauser if you have anytiquasregarding the matters included in this
letter.

C%/@”MLL/)
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