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Members of the Legislative Audit Committee:

We have completed the financial statement audits of Collegelnvest College Savings Program Funds as of
and for the years ended June 30, 2018 and 2017. Our audits were conducted in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

We were engaged to conduct our audits pursuant to Section 2-3-103, C.R.S., which authorizes the State
Auditor to conduct or cause to be conducted audits of all departments, institutions and agencies of State
government. The reports which we have issued as a result of this engagement are set forth in the table of
contents which follows.

BED Lwp

November 29, 2018
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Collegelnvest

College Savings Program Funds
Years Ended June 30, 2018 and 2017

REPORT SUMMARY

Purposes and Scope

The Office of the State Auditor, State of Colorado, engaged BKD, LLP to conduct the financial
and compliance audit of Collegelnvest (a division of the Department of Higher Education, State
of Colorado) College Savings Program Funds as of and for the years ended June 30, 2018 and
2017. BKD, LLP performed these audits in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

The purposes and scope of our audits were to (i) express opinions on each fiduciary fund of
Collegelnvest College Savings Program Funds as of and for the fiscal years ended June 30, 2018
and 2017 and (i1) issue a report on Collegelnvest College Savings Program Funds’ internal
control over financial reporting and on compliance with certain provisions of laws, regulations,

contracts and grant agreements and other matters based on our audits of the financial statements
performed in accordance with Government Auditing Standards for the year ended June 30, 2018.

Audit Opinions and Reports

We expressed unmodified opinions on each fiduciary fund of Collegelnvest College Savings
Program Funds as of and for the years ended June 30, 2018 and 2017.

Summary of Key Findings and Recommendations
There were no findings for the year ended June 30, 2018.

Summary of Progress in Implementing
Prior Year Audit Recommendations

There were no findings for the year ended June 30, 2017.
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Collegelnvest

College Savings Program Funds
Years Ended June 30, 2018 and 2017

DESCRIPTION OF
COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS

Organization

The Colorado General Assembly, pursuant to Colorado Revised Statutes 23-3.1-201, et seq. and
23-3.1-301, et seq., established a student obligation bond program (Student Loan Program Funds,
which consist of the Borrower Benefit Fund and Bond Funds), an Internal Revenue Code Section
529 college savings program (Scholars Choice Fund, Direct Portfolio Fund, Smart Choice College
Savings Funds, and Stable Value Plus Fund, collectively referred to as the College Savings
Program Funds), an Internal Revenue Code Section 529A Achieving a Better Life Experience
(ABLE) savings program, and a scholarship trust program (Collegelnvest Early Achievers
Scholarship Fund), which are administered by Collegelnvest. The programs assist students in
meeting the expenses incurred in availing themselves of higher education opportunities. The
Executive Director of the Colorado Department of Higher Education has responsibility for
oversight and management of Collegelnvest and appoints the Director of Collegelnvest. In
addition, Collegelnvest has a nine-person Advisory Board of Directors (Board) designated by the
Governor with the consent of the State Senate to serve four year terms.

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

The College Savings Program Funds consist of four funds with various options to meet the
savings needs of participants. The individual funds and available options are described
throughout these financial statements and in greater detail in the notes to the financial
statements.



Collegelnvest

College Savings Program Funds
Years Ended June 30, 2018 and 2017

DESCRIPTION OF
COLLEGEINVEST
COLLEGE SAVINGS PROGRAM FUNDS (continued)

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



Independent Auditor’s Report

Members of the Legislative Audit Committee:

Report on the Financial Statements

We have audited the accompanying financial statements of each fiduciary fund of Collegelnvest

(a division of the Department of Higher Education, State of Colorado) College Savings Program Funds as
of and for the years ended June 30, 2018 and 2017, and the related notes to the financial statements,
which collectively comprise Collegelnvest College Savings Program Funds’ basic financial statements
listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of each fiduciary fund of CollegeInvest College Savings Program Funds as of June 30,
2018 and 2017, and the respective changes in financial position for the years then ended in accordance
with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1 — Organization and Summary of Significant Accounting Policies, the financial
statements of the Collegelnvest College Savings Program Funds are intended to present the net position,
and the changes in net position, for only that portion of the financial reporting entity, State of Colorado,
that is attributable to the transactions of the Collegelnvest College Savings Program Funds. They do not
purport to, and do not, present fairly the financial position of the State of Colorado as of June 30, 2018
and 2017, and the changes in its financial position, or where applicable, its cash flows for the years then
ended in conformity with accounting principles generally accepted in the United States of America. Our
opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis as listed in the table of contents be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, which considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted
of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements
and other knowledge we obtained during our audits of the basic financial statements. We do not express
an opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the CollegeInvest College Savings Program Funds’ basic financial statements. The
combining schedules for the Scholars Choice Fund, Direct Portfolio Fund and Smart Choice Fund
(supplementary information), as listed in the table of contents, are presented for purposes of additional
analysis and are not a required part of the basic financial statements.

The supplementary information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or to
the basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the supplementary
information is fairly stated, in all material respects, in relation to the basic financial statements as a whole.

6



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 29,
2018, on our consideration of Collegelnvest College Savings Program Funds’ internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on the effectiveness of Collegelnvest College Savings Program Funds’ internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering Collegelnvest College Savings Program
Funds’ internal control over financial reporting and compliance.

BED Lwp

Denver, Colorado
November 29, 2018
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Collegelnvest

College Savings Program Funds

Management’s Discussion and Analysis
(Unaudited)

June 30, 2018 and 2017

This section of the College Savings Program Funds’ (Funds) financial statements is a discussion
and analysis of the financial performance of the Funds for the years ended June 30, 2018 and 2017,
prepared by management. The Funds are Internal Revenue Code (IRC) Section 529 college
savings plans administered by Collegelnvest. Collegelnvest, a division of the Department of
Higher Education of the State of Colorado, administers the Funds. The Scholars Choice, Direct
Portfolio, Stable Value Plus, and Smart Choice Funds are plans within the Section 529 college
savings program of Collegelnvest (Program). The Funds are presented as fiduciary funds
(specifically, private-purpose trust funds) in the State of Colorado’s Comprehensive Annual
Financial Report. Management is responsible for the financial statements, footnotes, and this
discussion. The management’s discussion and analysis should be read in conjunction with the
Funds’ financial statements.

Overview of the Financial Statements:

This annual report contains two sections — management’s discussion and analysis (this section) and
the basic financial statements. The basic financial statements include the Statements of Fiduciary
Net Position, the Statements of Changes in Fiduciary Net Position, and the Notes to Financial
Statements. The Notes to Financial Statements present additional information to support the
financial statements and are commonly referred to as “Notes.” Their purpose is to clarify and
expand on the information in the financial statements.

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

The Statements of Changes in Fiduciary Net Position present information that reflects how the
Funds’ net position changed during the past year. All changes in the net position are reported as
soon as the underlying event giving rise to the change occurs, regardless of the timing of the related
cash flows. Thus, additions to and deductions from net position are reported in the statements for
some items that will only result in cash flows in future fiscalperiods.

Analysis of Financial Activities:

Collegelnvest’s Board of Directors (BOD) approves the annual budget and the investment policies
of the Funds. Inception of the Funds is as follows:



Collegelnvest

College Savings Program Funds

Management’s Discussion and Analysis
(Unaudited)

June 30, 2018 and 2017

Analysis of Financial Activities (continued):

Collegelnvest

Scholars Choice Fund market
based advisor sold plan,
began operations in October
1999

Direct Portfolio Fund market
based direct sold plan, began
operations in October 2004

Stable Value Plus Fund fixed
rate guaranteed by
Brighthouse, began

operations in February 2003

Smart Choice Fund FDIC
insured savings/money market
plan, began operations in
October 2009

Scholars Choice Fund:

Collegelnvest has an agreement with QS Legg Mason Global Asset Allocation, LLC (QSLMGAA)
and Legg Mason Investor Services, LLC (LMIS) to manage the advisor sold accounts of the
Scholars Choice Fund (SCF). Effective April 1, 2016, QSLMGAA merged into QS Investors,
LLC (QS). Both QS and LMIS are wholly owned subsidiaries of Legg Mason, Inc. LMIS is
responsible for performing or arranging for the performance of administrative duties and record-
keeping functions, and QS performs investment advisory functions for the SCF. The agreement
with QS is for management of the advisor sold accounts only and expires on December 31, 2022,
subject to possible extension.

Collegelnvest acts as trustee to the SCF, and QS holds the assets of the SCF in a segregated
custody account. Assets of the SCF are held “in trust” for the exclusive benefit of account owners
and beneficiaries. The SCF offers 13 investment options in which participants may invest. Each
investment option is comprised of one or more of the 15 portfolios within the SCF. The
investment return for the SCF is based on the market performance of underlying investments.
These investment options are designed to help meet diverse investment goals of investors.

10



Collegelnvest

College Savings Program Funds

Management’s Discussion and Analysis
(Unaudited)

June 30, 2018 and 2017

Analysis of Financial Activities (continued):
Direct Portfolio Fund:

Collegelnvest has an agreement in place with Ascensus College Savings Recordkeeping
Services, LLC (Ascensus) and The Vanguard Group, Inc. (Managers) to provide administrative
and record-keeping duties to the Direct Portfolio Fund (DPF). The contract expires on
December 31, 2024, subject to possible extension.

Collegelnvest acts as trustee to the DPF, and the Managers hold the assets of the DPF in a
segregated custody account. Assets of the DPF are held “in trust” for the exclusive benefit of
account owners and beneficiaries. The investment return for DPF is based on the market
performance of investments. DPF offers 11 investment options, including three age-based
options and eight blended and individual portfolios, in which participants may invest. Each
investment option is comprised of one or more of the 14 portfolios within DPF. These
investment options are designed to help meet diverse investment goals of investors.

Stable Value Plus Fund:

Collegelnvest administers the Stable Value Plus Fund. Collegelnvest has a funding agreement
(MetLife Agreement) with MetLife Insurance Company of Connecticut, a wholly owned
subsidiary of MetLife, Inc., to provide a guarantee on the principal and earnings of the Stable
Value Plus Fund (SVP). Effective August 4, 2017, Metropolitan Life Insurance Company of
Connecticut was renamed to Brighthouse Insurance Company (Brighthouse). There is no
material change to the MetLife Agreement (Brighthouse Agreement).

The SVP offers an investment return based on an interest rate that is reset annually by
Brighthouse each January 1. The initial agreement expired on December 31, 2017, and
Collegelnvest utilized its option to extend two additional one-year periods, until December 31,
2019.

Under the Brighthouse Agreement, Brighthouse has agreed that the annual interest rate
calculated each year will not be less than the greater of (i) the Colorado minimum nonforfeiture
interest rate for annuity contracts (currently 3.00%), or (ii) 2.00%. The current minimum
investment return on accounts in the SVP could be as low as 2.01%, which is the current
minimum annual rate of 3.00% less the maximum CollegeInvest administrative fee of 0.99%.
The rate, net of CollegeInvest’s administrative fee, has been as follows:

11



Collegelnvest

College Savings Program Funds

Management’s Discussion and Analysis
(Unaudited)

June 30, 2018 and 2017

Analysis of Financial Activities (continued):

Stable Value Plus Fund (continued):

Date Rate
January 1, 2015 — December 31, 2015 3.09%
January 1, 2016 — December 31, 2016 2.54%
January 1, 2017 — December 31, 2017 2.59%
January 1, 2018 — June 30, 2018 2.29%

Smart Choice Fund:

Collegelnvest has an agreement in place with FirstBank Holding Company (FirstBank), a
Colorado banking company, to offer a college savings option called the Smart Choice College
Savings Plan (SCCS). Collegelnvest acts as trustee for the Plan and FirstBank provides
administrative and record-keeping duties. The Plan is offered to provide an additional tax-
advantaged savings vehicle for participants to utilize in saving for post-secondary education by
providing the benefits of a 529 plan along with the stability and security of an FDIC insured
bank. The product offerings through the SCCS are a One-Year Time Savings Account and a
Money Market Savings Account. The agreement expires September 30, 2019, with an option to
extend for up to two additional two-year periods.

The interest rate paid on amounts deposited into the money market savings account and the one-
year time savings account will be established by FirstBank. However, the rates for each type of
account must not be less than 0.10% of the interest rate publicly offered directly by FirstBank on
similar money market and savings accounts. The rates are variable and are published daily by
FirstBank on their website. The interest rate will be calculated, and may be adjusted if needed,
every Wednesday and on the first day of each month, and is net of all administrative and other
charges of FirstBank. The average interest rate paid during fiscal years 2018 and 2017 was
0.31% and 0.08%, respectively.

12



Collegelnvest

College Savings Program Funds

Management’s Discussion and Analysis
(Unaudited)

June 30, 2018 and 2017

Comparison of Current Year Results to Prior Year:

Condensed Statements of Fiduciary Net Position as of June 30:

2018 2017 2016
(dollar amounts expressed in thousands)
Cash and investments $ 8,143,816 $ 7,450,586 $ 6,561,253
Receivables and other 19,946 17,450 17,496
Total fiduciary assets 8,163,762 7,468,036 6,578,749
Total liabilities 19,162 16,581 17,741
Total fiduciary net position, held in trust $ 8,144,600 $ 7,451,455  $ 6,561,008

Combined cash and investments of the Program increased by $693.2 million, or 9.3%, from
June 30, 2017 to June 30, 2018, due primarily to net contributions (participant contributions less
benefits paid to participants and withdrawals) of $249.3 million and investment earnings and fees
of $477.3 million, which were offset by administrative expenses of $33.5 million.

Combined cash and investments of the Program increased by $889.3 million, or 13.6%, from
June 30, 2016 to June 30, 2017, due primarily to net contributions (participant contributions less
benefits paid to participants and withdrawals) of $244.4 million and investment earnings and fees
of $676.4 million, which were offset by administrative expenses of $30.9 million.

Receivables consist primarily of receivables for fund shares sold, receivables for investments sold,
dividends and interest receivable, and due from Student Loan Program Funds. Receivables
increased by $2.5 million in 2018 and decreased by $46 thousand in 2017. The fluctuation in both
years is primarily due to the timing and amount of fund shares sold, receivables for investments
sold, and dividends and interest receivable. The year-to-year changes are a reflection of investment
decisions made by the participants and the corresponding action taken by the plan manager to
process the required transactions.

Liabilities consist of amounts payable for investments purchased, amounts payable for fund shares
repurchased, service and investment fees payable, unearned revenue, and due to participants. Total
liabilities increased by $2.6 million in fiscal year 2018 and decreased by $1.2 million in fiscal year
2017. The fluctuation in both years is primarily due to the timing and amount of the payables for
investments purchased and the amounts payable for fund shares repurchased in the SCF. The year-
to-year changes are a reflection of investment decisions made by the participants and the
corresponding action taken by the plan manager to process the required transactions.

13



Collegelnvest

College Savings Program Funds

Management’s Discussion and Analysis
(Unaudited)

June 30, 2018 and 2017

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

Condensed Statements of Changes in Fiduciary Net Position for the Years Ended June 30:

2018 2017 2016
(dollar amounts expressed in thousands)
Net investment earnings $ 477,316 $ 676,378 $ 28,762
Participant contributions 987,859 913,760 834,145
Fees 972 1,232 959
Total additions 1,466,147 1,591,370 863,866
Benefits paid to participants and withdrawals 738,578 669,358 591,614
Administrative, marketing and service fee expense 33,512 30,935 29,064
Total deductions 772,090 700,293 620,678
Change 1in fiduciary net position before transfers 694,057 891,077 243,188
Transfers and change in due to participants 912) (630) (415)
Change in net position 693,145 890,447 242,773
Fiduciary net position, beginning of year 7,451,455 6,561,008 6,318,235
Fiduciary net position, end of year $ 8,144,600 $§ 7451,455 $ 6,561,008

Net investment earnings are comprised of dividends, interest earnings, net realized and
unrealized gains and losses from security transactions less investment fees. Net realized and
unrealized gains and losses on security transactions were $187.8 million, $471.8 million and
($184.2) million for the years ended June 30, 2018, 2017 and 2016, respectively. Increases and
decreases in net realized and unrealized gains and losses on security transactions reflect market
conditions during each corresponding year. Investment returns are also dependent on individual
investor behavior and the timing of benefits paid to participants as funds are utilized to pay for
college or for withdrawals. Interest and dividend earnings were $291.7 million, $206.5 million
and $214.7 million for the years ended June 30, 2018, 2017 and 2016, respectively. Interest and
dividend earnings primarily reflect overall economic conditions and the investment holdings
during each year. The Program participant contributions, net of benefits paid to participants and
withdrawals, increased by $4.9 million to $249.3 million for the year ended June 30, 2018, and
increased by $1.9 million to $244.4 million for the year ended June 30, 2017.

14



Collegelnvest

College Savings Program Funds

Management’s Discussion and Analysis
(Unaudited)

June 30, 2018 and 2017

Comparison of Current Year Results to Prior Year (continued):
Participant contributions and benefits paid to participants and withdrawals were as follows:

2018 2017 2016

(dollar amounts expressed in thousands)
Participant contributions:

Scholars Choice Fund $ 420,109 $ 398,291 $ 377,363
Direct Portfolio Fund 477,308 421,242 366,363
Stable Value Plus Fund 42,767 50,041 50,332
Smart Choice Fund 47,675 44,186 40,087

Total participant contributions $ 987,859 $ 913,760 $ 834,145

Benefits paid to participants and withdrawals:

Scholars Choice Fund $ 405,985 376,736 339,528
Direct Portfolio Fund 252,778 224,298 194,302
Stable Value Plus Fund 37,974 31,363 24,597
Smart Choice Fund 41,841 36,961 33,187
Total benefits paid to participants
and withdrawals $ 738,578 $ 669,358 $ 591,614
Net participant contributions $ 249,281 $ 244,402 $ 242,531

Participant contributions were 12.7%, 13.0% and 13.0% of average net position for the years
ended June 30, 2018, 2017 and 2016, respectively. Benefits paid to participants and withdrawals
were 9.5%, 9.6% and 9.2% of average net position for the years ended June 30, 2018, 2017 and
2016, respectively.

Fees are primarily comprised of funds received from Legg Mason and the Managers for
marketing and promotion of the Funds. Collegelnvest utilized $333,000 and $579,000 in fees
from Legg Mason and the Managers, respectively, for the year ended June 30, 2018.
Collegelnvest utilized $459,000 and $717,000 in fees from Legg Mason and the Managers,
respectively, for the year ended June 30, 2017.

Administrative and service fees are charged to participants as a percentage of net position based

on the investment option chosen. These charges were approximately 0.4%, 0.4% and 0.5% of
average net position for the years ended June 30, 2018, 2017 and 2016, respectively.

15



Collegelnvest

College Savings Program Funds

Management’s Discussion and Analysis
(Unaudited)

June 30, 2018 and 2017

Economic Factors:

Performance of individual participant accounts and individual portfolios within the
Program is dependent on risk factors associated with market-based investments. Fair
market valuation of participant accounts may fluctuate based on market performance.

Amounts contributed to the Program by participants may be more or less than the
amounts needed by beneficiaries to attend a particular institution of higher education and
do not guarantee acceptance into any institution of higher education.

Participants are responsible for selecting portfolios in accordance with their risk
tolerance. The Program does not guarantee return of principal or a certain investment
rate of return on investments. Under the Brighthouse and FirstBank agreements, the
return of principal and certain investment rates of return are guaranteed for the SVP and
the SCCS, respectively.

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

should be addressed to Nicole Vigil, Chief Financial Officer, Collegelnvest, 1600 Broadway,
Suite 2300, Denver, Colorado 80202.
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Collegelnvest

College Savings Program Funds
Notes To Financial Statements
June 30, 2018 and 2017

1. Organization and Summary of Significant Accounting Policies:

Pursuant to Colorado Revised Statutes 23-3.1-201, et seq., and 23-3.1-301, et seq., as amended,
Collegelnvest is a division of the Colorado Department of Higher Education (Department) of the
State of Colorado. The Executive Director of the Department has responsibility for oversight and
management of Collegelnvest. In addition, Collegelnvest has a nine-person Advisory Board of
Directors (Board) designated by the Governor, with the consent of the State Senate, to serve four-
year terms.

The Colorado General Assembly established a Section 529 college savings program (Program).
The Program includes the Scholars Choice Fund (SCF), Direct Portfolio Fund (DPF), Stable Value
Plus Fund (SVP), and Smart Choice Fund (SCCS) (the Funds), all of which are administered by
Collegelnvest. Collegelnvest also administers the Student Loan Program Funds, which is an
enterprise fund consisting of the Borrower Benefit Fund, the Bond Funds, the Collegelnvest Early
Achievers Scholarship Fund, and the Section 529A Achieving a Better Life Experience savings
program. Separate financial statements were not prepared for the Student Loan Program Funds;
however, information and related disclosures associated with this fund may be found in the State of
Colorado Comprehensive Annual Financial Report. This report contains information relating only
to the College Savings Program Funds. The operations of the Funds are accounted for under
accounting principles generally accepted in the United States of America as a private-purpose trust.
Collegelnvest receives no grants from, and is not otherwise financially assisted by, the State or any
local government of the State. Collegelnvest is an enterprise activity under Section 20, Article X
of the Colorado Constitution (TABOR).

The Colorado Constitution and other State laws prohibit the State from providing its full faith and
credit to obligations of entities such as the Funds. As a result, payments from the Funds are not
guaranteed in any way by the State, and shall not be considered to have created a debt or obligation
of the State. Such payments are limited obligations, payable from participants’ individual accounts
in the Funds, but not from the other assets of Collegelnvest, or the State. Similarly, investments in
the Funds are not insured by the Federal Deposit Insurance Corporation (FDIC) or any other State
or Federal government agency, except for SCCS, which is insured by the FDIC, subject to the
applicable limit. Investments in SCF and DPF are not deposits or other obligations of Legg
Mason, Inc., Ascensus, The Vanguard Group, Inc., or any depository institution or affiliate of
Ascensus or The Vanguard Group, Inc. Investments in SVP are an obligation of Brighthouse.
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Collegelnvest

College Savings Program Funds
Notes To Financial Statements
June 30, 2018 and 2017

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

The Program was authorized in the 1999 legislative session and, as a result, the Funds were
established to provide families with additional opportunities to save for future college
educational expenses. The Funds account for the operations and activities of the Section 529
savings program as private-purpose trusts, where both principal and earnings on principal may
be spent for the trust’s intended purpose. Participant contributions and the earnings thereon are
invested to assist in meeting the obligations for future higher education expenses of a named
student. The payments of general and administrative expenses and other activities of the Funds
necessary to fulfill their purposes are recorded within the Funds. There are no other funds of
Collegelnvest combined in the accompanying financial statements. Thus, the accompanying
statements are not intended to present the financial position, changes in financial position, or
cash flows of Collegelnvest as a whole in conformity with accounting principles generally
accepted in the United States of America. Additionally, the Funds are also presented as
fiduciary funds in the State of Colorado Comprehensive Annual Financial report. The financial
statements of the Collegelnvest College Savings Program Funds are intended to present the net
position and changes in net position for only that portion of the financial reporting entity, State
of Colorado, that is attributable to the transactions of Collegelnvest College Savings Program
Funds. They do not purport to, and do not present fairly, the financial position of the State of
Colorado as of June 30, 2018 and 2017, and the changes in its financial position, or, where
applicable, its cash flows, for the years then ended, in conformity with accounting principles
generally accepted in the United States of America.

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

College Savings Program Funds
Notes To Financial Statements
June 30, 2018 and 2017

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

The Scholars Choice Fund (SCF) began operations in October 1999. SCF offers 13 investment
options in which participants may invest. Each investment option is comprised of one or more of
the 15 active portfolios as of June 30, 2018. The accompanying financial statements report on
the combined portfolios.

Collegelnvest has an agreement with QS Investors, LLC (QS) and Legg Mason Investor Services,
LLC (LMIS) to manage the advisor sold accounts of the SCF. Both QS and LMIS are wholly
owned subsidiaries of Legg Mason, Inc. QS performs investment advisory functions and LMIS is
responsible for performing or arranging for the performance of administrative duties and record
keeping for SCF. The agreement is for management of the advisor sold accounts only and expires
on December 31, 2022, subject to possible extension.

The investment return for SCF is based on the market performance of investments. Investment
options are selected by Collegelnvest based on recommendations from QS.

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

Age-Based Option: Contributions are invested in one of seven portfolios according to
the age of the student. As the student gets older and closer to college years, the
investment shifts from equity funds to bond and money market funds as follows:

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

0-3 years 1 64% 16% 20% 0%

4-6 years 2 56% 14% 30% 0%

7-9 years 3 48% 12% 40% 0%
10-12 years 4 40% 10% 50% 0%
13—15 years 5 36% 4% 50% 10%
1618 years 6 20% 0% 55% 25%

19+ years 7 0% 0% 50% 50%

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

College Savings Program Funds
Notes To Financial Statements
June 30, 2018 and 2017

1. Organization and Summary of Significant Accounting Policies (continued):
Reporting Entity (continued):
Scholars Choice Fund (continued):
Years-to-Enrollment Option: Contributions are invested in a series of portfolios that shift

from equity mutual funds to bond and money market funds as the student approaches
college years. These portfolios are identical to Portfolios three through seven in the Age-

Based Portfolios.
Years to US Equity  Non-US Fixed Money Market
Enrollment Portfolio # Funds Equity Funds Income Funds
10-12 years 3 48% 12% 40% 0%
7-9 years 4 40% 10% 50% 0%
4-6 years 5 36% 4% 50% 10%
1-3 years 6 20% 0% 55% 25%
Less than 1 year 7 0% 0% 50% 50%

All Equity Option: Contributions are invested in equity mutual funds throughout the life
of the account.

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

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

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

exposure to the long-term capital appreciation potential of investments in equity mutual
funds.
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Collegelnvest

College Savings Program Funds
Notes To Financial Statements
June 30, 2018 and 2017

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

Cash Reserve Option: Contributions are invested in the Western Institutional
Government Reserves Fund. The investment objective of the Cash Reserve Option is to
seek maximum current income and preservation of capital.

Individual Fund Options: Contributions are invested in the U.S. Aggressive Equity,
U.S. Core Equity, U.S. Small Cap Equity, International Equity and Global Fixed Income.
Each of the Individual Fund Portfolios will invest all of its assets in a single Fund, as
specified in the “Current Underlying Fund for Individual Fund Portfolio” tab under the
“Target Fund Allocations” listed in the Program Disclosure Statement. While each of the
Individual Fund Portfolios will invest all of its assets in a single specified Fund, the
Individual Fund Portfolios themselves are not mutual funds. The Fund in which an
Individual Fund Portfolio invests all of its assets is subject to change.

Direct Portfolio Fund:

The Direct Portfolio Fund (DPF) began operations in October 2004. DPF offers 11 investment
options, including three age-based options and eight blended and individual portfolios, in which

participants may invest. Each investment option is comprised of one or more of 14 active
portfolios within DPF as of June 30, 2018.

As the trustee for DPF, Collegelnvest entered into an agreement (DPF Service Agreement) with
Ascensus and The Vanguard Group, Inc. (Managers) to manage the DPF. This contract expires
on December 31, 2024. The investment return for DPF is based on the market performance of
investments. Investment options are selected by Collegelnvest based on recommendations from
the Managers.
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Collegelnvest

College Savings Program Funds

Notes To Financial Statements
June 30, 2018 and 2017

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

Reporting Entity (continued):

Direct Portfolio Fund (continued):

Participants may invest in one or more of the following 11 options:

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

follows:
Beneficiary’s Age Conservative Moderate Aggressive
Newborn through 4 62.5% stock funds 87.5% stock funds Aggressive Growth Portfolio
37.5% bond funds 12.5% bond funds 100% stock funds
5 through 6 Moderate Growth Portfolio Growth Portfolio 87.5% stock funds
50% stock funds 75% stock funds 12.5% bond funds
50% bond funds 25% bond funds
7 through 8 37.5% stock funds 62.5% stock funds 87.5% stock funds
62.5% bond funds 37.5% bond funds 12.5% bond funds
9 through 10 Conservative Growth Portfolio | Moderate Growth Portfolio Growth Portfolio
25% stock funds 50% stock funds 75% stock funds
75% bond funds 50% bond funds 25% bond funds
11 through 12 12.5% stock funds 37.5% stock funds 62.5% stock funds
87.5% bond funds 62.5% bond funds 37.5 bond funds
13 through 14 Income Portfo