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REPORT SUMMARY

COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
FINANCIAL AUDIT
FISCAL YEAR ENDED JUNE 30, 2008

Purpose and Scope

The Office of the State Auditor, State of Coloraagggaged Clifton Gunderson LLP to conduct
the financial and compliance audit of Collegelnv@gtdent Loan Program Funds (Student Loan
Program Funds) for the Fiscal Year ended June 308.2 Clifton Gunderson LLP performed
this audit in accordance with auditing standardeegally accepted in the United States of
America and the standards applicable to financialita contained inGovernment Auditing
Sandards, issued by the Comptroller General of the Uniteates.

The purpose and scope of our audit was to expressgpeion on the Student Loan Program
Funds basic financial statements as of and foFibeal Year ended June 30, 2008.

Audit Opinions and Reports

We expressed an unqualified opinion on the Studer@n Program Funds basic financial
statements as of and for the year ended June 88, 20

Summary of Key Findings and Recommendations
There were no findings for the year ended Jun2G08.
Summary of Progress in Implementing Prior Year audi Recommendations
The audit report for the year ended June 30, 2Gfiitamed two recommendations. Both

recommendations were implemented. The DispostibRrior Year Audit Recommendations
begins on page 5.



DESCRIPTION OF THE
COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS

Organization

The Colorado General Assembly, pursuant to Colofaduised Statutes 23-3.1-2 01, et. seq.,
and 23-3.1-3 01, et. seq., established a studgigiation bond program (Student Loan Program
Funds, which consist of the Bond Funds, the Collegest Early Achievers Scholarship Fund (a
scholarship trust program), the Nursing TeachemLBargiveness Fund and the Health Care
Provider Fund), a post secondary education exppresgram (Prepaid Tuition Fund), and an
Internal Revenue Code Section 529 college savimggram (Scholars Choice Fund, Direct
Portfolio Fund, and Stable Value Plus Fund), whach administered by Collegelnvest. The
programs assist students in meeting the expensesrad in availing themselves of higher

education opportunities. The Executive Director thé Colorado Department of Higher

Education has responsibility for oversight and nggmaent of Collegelnvest and appoints the
Director of Collegelnvest. In addition, College&st has a nine-person Board of Directors
(Board) designated by the Governor and approvetidptate Senate to serve four-year terms.

Student Loan Program Funds

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

The financial statements of the Student Loan Pragfands present the activities of the Bond
Funds, Collegelnvest’s Borrower Benefit Fund, Nagsi eacher Loan Forgiveness, Health Care
Provider Fund, and Early Achievers Scholarship Fuiedmerly known as the College in
Colorado Scholarship Trust Fund. Each Bond Fupdesents bond proceeds that are restricted
by the financing documents of each individual basglie. Each Bond Fund is accounted for
separately and is a separate trust estate. Thewear Benefit Fund consists of assets and
revenue that are not pledged as collateral to thredB-unds. These monies are available for the
administration of Collegelnvest and for use in otbegrams in accordance with CRS 23-3.1-
201 that are authorized by the General Assembly.



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

Early Achievers Scholarship Trust Fund

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

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

Nursing Teacher Loan Forgiveness Fund

A Loan Forgiveness Fund was created by Coloradotst€ RS 23-3.6-101 to provide student loan
forgiveness to persons who teach courses in nuraing participating institution of higher
education for at least five consecutive academarsy@fter receipt of advanced degree. The
General Assembly appropriates funds for the progranthe Colorado Department of Higher
Education (DHE). Collegelnvest was designated tayjute to administer the Nursing Teacher
Loan Forgiveness (NTLF) Fund for the DHE. Repayinwéhoans through the program may only
be awarded to persons who meet certain eligibrigguirements established by the Board in
accordance with the statute.

The financial activities of the NTLF Fund consigtrmonies deposited in the State Treasurer’s
Cash Fund. Collegelnvest is also authorized teivecand expend gifts, grants, and donations or
monies appropriated by the General Assembly fopthpose of implementing the program.



Health Care Provider Fund

A loan repayment program was created by Coloraakutst CRS 23-3.6-201 to provide student
loan repayment to certain health care professionBfe General Assembly appropriates funds for
the program to the DHE. Collegelnvest was deseghéity the statute to administer the Health
Care Provider (HCP) Fund for the DHE. Repaymenrbahs through the program may only be
awarded to persons who meet certain eligibilityursgnents established by the Board in
accordance with the statute.

The financial activities of the HCP Fund consistadnies deposited in the State Treasurer’s cash
fund. Collegelnvest is also authorized to receiaed expend gifts, grants, and donations or
moneys appropriated by the General Assembly foptimpose of implementing the program.



DISPOSITION OF PRIOR AUDIT RECOMMENDATIONS

Fiscal Year 2007 Recommendations

Number

1

Recommendation

Collegelnvest should implement procedures
ensure all proper accruals are recorded durin
year end process and that revenue and recer
are repoed accurately for the period in wh
they are earned.

Collegelnvest should segregate duties of
setup and system administration from duties
as vendor setup, accounts payable and p«
journal entries

Disposition

Implemented

Implemented
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Independent Auditor's Report
Members of the Legislative Audit Committee:

We have audited the accompanying financial statésneithe business-type activities and each major
fund of Collegelnvest, (a division of the DepartmehHigher Education, State of Colorado) Student
Loan Program Funds, as of and for the years endurge 30, 2008 and 2007, which collectively
comprise Collegelnvest Student Loan Program Fubasic financial statements as listed in the table o
contents. These financial statements are the megplity of Collegelnvest Student Loan Program
Funds’ management. Our responsibility is to expm@sinions on these financial statements based on
our audits.

We conducted our audits in accordance with audstagdards generally accepted in the United States
of America and the standards applicable to findnaiadits contained inGovernment Auditing
Sandards, issued by the Comptroller General of the Uniteates. Those standards require that we plan
and perform the audits to obtain reasonable asseralmout whether the financial statements arediree
material misstatement. An audit includes examinomga test basis, evidence supporting the amounts
and disclosures in the financial statements. Agitaalso includes assessing the accounting priesipl
used and significant estimates made by managenasntyvell as evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinions.

As discussed in Note 1 — Organization and Summa§ignificant Accounting Policies, the financial
statements of the Student Loan Program Funds teeded to present the financial position, and tssul
of operations and cash flows for only that portidrihe financial reporting entity, the State of @aldo,
that is attributable to the transactions of Collagest Student Loan Program Funds. They do not
purport to, and do not present fairly, the finahpiasition of the State of Colorado as of June Zm38
and 2007 and the changes in its financial posaiahits cash flows, where applicable, for the y¢aes
ended, in conformity with accounting principles geally accepted in the United States of America.

In our opinion, the financial statements referredabove present fairly, in all material respects t
financial position of the business-type activiteasd each major fund of Collegelnvest Student Loan
Program Funds, as of June 30, 2008 and 2007, andhidinges in its financial position and its cash
flows for the years then ended in conformity wittt@unting principles generally accepted in the &bhit
States of America.

Member of

Offices in 17 states and Washington, DC International



In accordance withGovernment Auditing Sandards, we have also issued our report dated
December 18, 2008 on our consideration of CollegedhStudent Loan Program Funds’ internal
control over financial reporting and on our testst® compliance with certain provisions of
laws, regulations, contracts and grant agreement®ter 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 angraé part of an audit performed in accordance
with Government Auditing Standards and should be read in conjunction with this regart
considering the results of our audit.

The Management’'s Discussion and Analysis on pagés 32 is not a required part of the
financial statements but is supplementary inforomatrequired by accounting principles
generally accepted in the United States of Amehli¢a.have applied certain limited procedures,
which consisted principally of inquiries of managermhregarding the methods of measurement
and presentation of this supplemental informatidawever, we did not audit the information
and express no opinion on it.

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

%WLL/A

Greenwood Village, Colorado
December 18, 2008



COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT'S DISCUSSION AND ANALYSIS
AS OF JUNE 30, 2008 AND 2007

This section of the Student Loan Program Fundsh@B) financial statements is a discussion and sisatf the financial
performance of the Funds for the years ended Jun2088, 2007, and 2006. Collegelnvest, a divisiotme Department of
Higher Education (Department) of the State of Gadoradministers the Funds, the Prepaid Tuition Fand the College
Savings Program, which consists of the Scholarsicehdtable Value Plus, and Direct Portfolio FundBhe Funds’
financial results are presented as a proprietang fn the State of Colorado Comprehensive Annumbrkdial Report.
Management of Collegelnvest is responsible foffitiencial statements, footnotes, and this discassithe management'’s
discussion and analysis should be read in conpmetith the Funds’ financial statements.

Overview of the Financial Statements:

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

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

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

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

Analysis of Major Funds:

Collegelnvest Student Loan Program Funds considteeomajor funds, the Borrower Benefit Fund, tBend Funds, the
Collegelnvest Early Achievers Scholarship Trust &F{@EAS Trust), the Nursing Teacher Loan ForgivenEand

(NTLF Fund), and the Health Care Provider Fund (H&iRd). The Borrower Benefit Fund, the Bond Furnids,CEAS

Trust, NTLF Fund, and the HCP Fund are accountedagoseparate enterprise funds within the Stat€addrado’s

financial reporting system. However, the State t@dler's Office combines these five Funds in théat&'s

Comprehensive Annual Financial Report.

In meeting its legislative mandate, the Bond Fuisdsie tax-exempt and taxable financings. The pdxdée®m such
financings are used to originate and purchase studans or to make loans to institutions of higbducation for their
graduate lending programs. These financial am®itire recorded within the Bond Funds in funds aodounts
established under the financing documents. Thanfimg documents for each Bond Fund restrict assadtbin each
respective trust estate for the payment of thetadéng obligations. Additionally, revenues gemedawithin the Bond
Funds are pledged as security on the financings.

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

Under certain agreements, the Funds provide lifiesadit to institutions of higher education to realkbans to their
graduate students. The Funds and the institutitstsenter into loan purchase agreements provitiiaigthe Funds shall
purchase the student loans from the institutiomt g@ar at an agreed upon price. The proceedstfiersale are to be
used by the institutions to pay principal and iestrdue on their lines of credit and to enhancenfiral aid to the
students. Effective June 30, 2008, the Fundsdradinnated such agreements with the institutionsigtier education.

8



COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2008 AND 2007

Analysis of Major Funds (continued):

The Funds utilize the Borrower Benefit Fund for eyt of general and administrative expenses aret atttivities of all
of its other Funds, necessary to fulfill their posps. The general and administrative expenses@ities have been
allocated to the respective funds. Additionallysicin the Borrower Benefit Fund has been commiite@ollegelnvest’s
Board of Directors (Board) to fund certain debuesce costs of the Bond Funds, to pay for operakmgnses of the
Borrower Benefit Fund and capital expenditures, emgrovide reserves for operating expenses ankl tas timing
differences of the Prepaid Tuition Fund.

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

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

The HCP Fund is designed to increase the supphealth care professionals working in shortage abgdselping them
repay their student loans. The program will previdr a payment of up to $25,000 a year for persdms practice for a
minimum of two years in a Federally Designated He&lrofessional Shortage Area in Colorado as ifiedtiby the
Federal Department of Health and Human Services.

The Executive Director of the Department and Cealagest’s Board approve the annual budget and meefinancial
oversight responsibilities of the Funds.

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

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

200¢ 2007 200¢
(dollar amounts expressed in thousands)
Assets
Cash and investments $ 9,430 $ 9,028 $ 11,369
Interest, other receivables and prepaid expenses 254 95 80
Capital assets, net 340 559 895
Total assets 10,024 9,682 12,344
Total liabilities 1,078 1,165 401
Net assets:
Invested in capital assets 340 559 895
Unrestricted 8,606 7,958 11,049
Total net assets $ 8,946 $ 8,617 $ 11,944




COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2008 AND 2007

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

Cash and investments of the Borrower Benefit Furmteiased $402,000 from June 30, 2007 to June 3B, 20le
primarily to operating income of $429,000. CasH avestments decreased $2.3 million from June2806 to June 30,
2007, due primarily to the transfer of $4.0 millitmthe Bond Funds for the Loan Incentives for Teas Program (a loan
forgiveness program). This decrease was someWvitsat dy $916,000 in the amount of administratiged collected in
excess of expenses held in the Fund on behalfeofCthllege Savings Program Fund and $527,000 ofeistténcome
received. These changes are also reflected idabiease in net assets over the period.

Capital Assets:

The investment in capital assets at June 30, 206082807 amounted to $340,000 and $559,000, respbctinet of
accumulated depreciation. Capital assets corfsigtrature, equipment and software. The changesapital assets were
as follows:

Balance Additions Depreciation & Balance
June 30, 2007 (Deletions) Amortization June 30, 2008
(dollar amounts expressed in thousands)

Software $ 334 $ 3% 290 $ 47
Leasehold Improvements - 19 1 18

Furniture and equipment 225 203 153 275

Total capital assets, net $ 559% 225 $ 444 $ 340
Balance Additions Depreciation & Balance

June 30, 2006 (Deletions) Amortization June 30, 2007
(dollar amounts expressed in thousands)

Software $ 603 $ 20 $ 289 $ 334
Furniture and equipment 292 58 125 225
Total capital assets, net $ 8955 78 $ 414 $ 559

The net assets of the Borrower Benefit Fund arggdated primarily for bond issuance costs, opegateserves for all
funds administered by Collegelnvest, cash floweddhces of the Prepaid Tuition Fund and computaipetent and
software.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2008 AND 2007

Comparison of Current Year Results to Prior Years ¢ontinued):

Borrower Benefit Fund (continued):

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

2008 2007 2006
(dollar amounts expressed in thousands)

Operating revenues:

Net investment income $ 504 $ 622 $ 487
Operating expenses:
General and administrative expenses 75 49 190
Change in net assets before transfers 429 573 297
Transfer to Collegelnvest Early Achievers Scholarship - - (13,850)
Transfer to Bond Fund - (4,000) (1,170)
Change in net assets 429 (3,427) (14,723)
Net assets, beginning of year 8,517 11,944 26,667
Net assets, end of year $ 8,946 $ 8,517 $ 11,944

Net investment income consists of the following:

2008 2007 2006
(dollar amounts expressed in thousands)
Interest on investments $ 410 $ 527 $ 573
Unrealized gain (loss) on investments 94 95 (86)
Net investment income $ 504 $ 622 $ 487

The average cash and investment balances for #ims yaded June 30, 2008, 2007, and 2006 were $Bighnt11.2
million, and $14.9 million, respectively, with aage interest returns of 4.2%, 4.7%, and 3.8%, otispéy.
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COLLEGEINVEST

STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2008 AND 2007

Comparison of Current Year Results to Prior Years ¢ontinued):

Bond Funds:

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

2008 2007 2006
(dollar amounts expressed in thousands)
Assets:
Cash and investments $ 162,393 $ 376,328 $ 145,318
Student loans, interest, other receivables 1,686,698 1,398,202 1,166,600
Other assets, net 9,687 9,422 6,739
Total assets 1,858,778 1,783,952 1,318,657
Liabilities:
Current:
Accounts payable, interest payable and other liabilities 7,620 7,444 5,581
Intrafund payable (receivable) 2,704 (318) (1,290)
Bonds and notes payable 24,000 15,974 39,612
Total current liabilities 34,324 23,100 43,903
Noncurrent:
Arbitrage rebate payable 17,985 23,774 22,968
Bonds and notes payable 1,701,330 1,625,330 1,156,304
Total noncurrent liabilities 1,719,315 1,649,104 1,179,272
Total liabilities 1,753,639 1,672,204 1,223,175
Net assets (all restricted) $ 105,139 % 111,748 $ 95,482

The decrease in cash and investments of $213.®mih the Bond Funds from June 30, 2007 to June2808, was
primarily due to the acquisition of student loan€kcess of repayment of existing student loar&3afL..0 million which
was somewhat offset by the issuance of $100.0anillh new bonds and notes.

The increase in cash and investments of $231.0omilh the Bond Funds from June 30, 2006 to June2B07, was
primarily due to the issuance of $506.0 millionriew bonds and notes which was somewhat offset bghpses of
student loans in excess of repayment of existindestt loans of $220.1 million and redemption of d®and notes of
$60.6 million.

Student loans, interest and other receivables ase $288.5 million from June 30, 2007 to June2B08 and increased
by $231.6 million from June 30, 2006 to June 3M720During 2008, student loans, including premiwand borrower

benefits, increased by $293.4 million due to thguasition of $548.6 million in student loans lessdent loan principal

repayments of $231.4 million and sales of studesns to the CEAS Trust of $24.5 million. DuringdZQstudent loans,
including premiums and borrower benefits, incredse8220.2 million due to the acquisition of $51é8lion in student

loans and decreased as a result of student loacigal repayments of $290.7 million.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2008 AND 2007

Comparison of Current Year Results to Prior Years ¢ontinued):

Bond Funds (continued):

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

Student loan acquisitions and principal paymentewas follows:

2008 2007 2006
(dollar amounts expressed in millions)

Originations $ 191.0 $ 1533 $ 123.2
Purchases 210.7 191.3 117.2
Consolidations 146.9 166.2 207.2
Transfer to CEAS Trust (23.8) - -
Principal payments received (231.4) (290.7) (297.9)

Net increase $ 2934 3 220.1 $ 149.7

The increases in new loan originations and purchase a result of several different factors. @alavest has increased
its educational outreach and incorporated a marersified marketing plan that has resulted in addél market share
and increased guaranteed volume as a percentdhe tuftal volume guaranteed by CA, the guaranidre increases in
guaranteed volume were 1.5%, 2.2% and 0.5% foydlaes ended June 30, 2008, 2007, and 2006, resggctiAlso,
students are borrowing more to pay for college tdu@e rising costs of education and Collegelnwest captured a share
of the increased volume. The number of studentsoting increased 10.4%, 7.5%, and 6.7% for thesyeaded June
30, 2008, 2007 and 2006, respectively. Additignathe students average borrower indebtednessaisedeby 11.8%,
7.7% and 7.7% for the years ended June 30, 2003, 20:d 2006, respectively.

The decrease in consolidations during the year ceridime 30, 2008 was due to the suspension of ddasoh
originations effective March 1, 2008. Changes he Higher Education Act (HEA) reduced the yield near on
consolidation loans and Collegelnvest, along wigmygnother student loan lenders, stopped consalgl&xisting loans.
The decrease in principal payments received iry¢ae ended June 30, 2008 was due to a reductioais consolidated
away from us by other lenders.

Collegelnvest sold approximately $24.5 million itudent loans and borrower interest receivable fiame of its
indentures to the CEAS Trust. The transfer wagprmvide liquidity in the indenture for additionaka®ord loan
originations until Collegelnvest could issue bon@onstraints in the capital markets has limitedegelnvest's ability
to issue bonds in recent months.

The arbitrage rebate payable is composed of exotsest and arbitrage rebate fees. The decrdak® & million from
June 30, 2007 to June 30, 2008, is due primaritydecrease in excess interest liability of appnately $4.8 million and

a decrease in arbitrage rebate liabilities of axprately $1.0 million The increase of $806,000 from June 30, 2006 to
June 30, 2007, is due primarily to a decrease aesx interest liability of approximately $366,00@ an increase in
arbitrage rebate liability of approximately $1.2lrman.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2008 AND 2007

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

U.S. Treasury regulations limit the earnings ordeftu loans financed with tax-exempt bond procedsisrnings above
that allowed must be rebated to the U.S. Treasupugh the excess interest liability. The decréaske excess earnings
liability from 2007 to 2008 was $4.8 million as cpaned to a decrease from 2006 to 2007 of $366,E¥rnings on
loans financed with tax-exempt bond proceeds weweed in 2008 and lower in 2007, generating the egponding
change in the liability each year, primarily dueth@ acquisition of lower earning consolidationneay tax-exempt
bonds and an increase in interest paid on bonds.

U.S. Treasury regulations also limit the amounntdrest income from investments to the bond yogidax-exempt bond

issues. The decrease in interest rate spread &etive investments and the bond yield from the gaded June 30, 2007
to the year ended June 30, 2008 resulted in aase@ $1.0 million in the rebate tax liability,edto both a decrease in
interest earned on investments and an increasgdrest paid on bonds. The increase in interésts@read between the
investments and the bond yield from the year edde@ 30, 2006 to the year ended June 30, 200Zadsnlan increase

of $1.2 million in the rebate tax liability, dueimarily to increasing interest rates. No paymemése due to the IRS

during the years ended June 30, 2008 and 2007.

The Bond Funds had bonds and notes payable asef3ly

2008 2007 2006
(dollar amounts expressed in thousands)
Beginning balance $ 1,641,304 $ 1,195,916 $ 1,058,864
Bond and note issuance 188,300 506,000 181,000
Redemptions of bonds and notes (104,274) (60,612) (43,948)
Bonds and notes payable $ 1,725,330% 1,641,304 $ 1,195,916

The Bond Funds issue and redeem bonds in an effartaximize its ability to originate and purchasars and take
advantage of favorable tax-exempt and taxable dgbbutes while minimizing its carrying costs oéld and costs of
issuance.

Restricted net assets include net assets thatestdcted for use either externally imposed by itoes| grantors,
contributors, or laws and regulations of other goreents or imposed by law through constitutionalvgions or enabling
legislation. The Bond Funds had restricted ne¢tassf $105.1 million, $111.7 million and $95.5 lroih as of June 30,
2008, 2007, and 2006, respectively.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2008 AND 2007

Comparison of Current Year Results to Prior Years ¢ontinued):
Bond Funds Condensed Statement of Revenues, Expenses and Changesin Net Assets for the Years Ended June 30:

2008 2007 2006
(dollar amounts expressed in thousands)

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

security on revenue bonds and notes) $ 95,775 $ 92,786 $ 77,305
Interest income (pledged as security on revenue bonds and notes) 9,293 12,206 8,277
Total operating revenues 105,068 104,992 85,582
Operating expenses:
Interest expense 94,014 72,090 50,841
Rebate tax expense, net 2,463 7,634 8,126
Loan servicing costs and bond fees 8,753 8,241 8,446
General and administrative expenses 6,397 4761 4,070
Total operating expenses 111,627 92,726 71,483
Operating income before transfers (6,559) 12,266 14,100
Transfer to Health Care Provider Loan Repayment Fund (50) - -
Transfer from Borrower Benefit Fund - 4,000 1,169
Transfer to Early Achievers Scholarship Trust - - (36,000)
Change in net assets (6,609) 16,266 (20,731)
Net assets, beginning of year 111,748 95,482 116,213
Net assets, end of year $ 105,139 % 111,748 $ 95,482

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

2008 2007 2006
(dollar amounts expressed in thousands)

Borrower interest $ 85,547 $ 70,720 $ 52,875
Special allowance payments 10,228 22,066 24,430
Total pledged interest and special allowance otestiloans $ 95,775 $ 92,786 $ 77,305
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2008 AND 2007

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

Pledged borrower interest increased from the yeded June 30, 2007 to the year ended June 30,330884.8 million and
increased from the year ended June 30, 2006 tgeheended June 30, 2007 by $17.8 million. The gbsnn interest
income are due primarily to the overall averageregt rate on Collegelnvest’s student loan podfaiid an increase in the
student loan balance. Interest rates on the &daffans in the portfolio originated from July B9B through June 30, 2006
are variable and are set based on the 91-day TeSsury bill rate plus a spread that is determmethe loan status. All
variable rate student loans are reset July 1 df gaar and remain fixed for one year. The 91-d&8. Ureasury bill rates on
July 1, 2007, 2006 and 2005 were 4.9%, 4.8% art 3. €spectively. Loans originated after June BOG6ear interest at a
6.8% fixed rate. Additionally, the average int¢irase on the consolidation loans decreased fr@¥ &s of July 1, 2005 to
5.1% as of July 1, 2006 and remained at 5.1% dslgfl, 2007. The average monthly balance of siuldans increased
from $1.07 billion in 2006 to $1.25 billion in 20@nAd to $1.54 billion in 2008.

Special allowance is paid to lenders by the fedgmabrnment and is the difference between the bharinterest rate and a
“market” rate defined by the Higher Education AEtEQA) of 1965, as amended. Pledged special alloevancome
decreased by approximately $11.8 million from tearyended June 30, 2007 to the year ended Jug8@R), This decrease
is primarily due to a decrease in the commerciglepaate. Special allowance is paid quarterly dase the 90-day
commercial paper rate plus a spread based onahes stf the loan. Commercial paper quarterly ayersas 4.1%, 5.4%,
4.5% as of June 30, 2008, 2007, and 2006, respBctiv

Additionally, there was a change in the U. S. Depant of Education’s (USDE) interpretation of th&Ad regarding
payments of 9.5% Floor special allowance. The USD&pended payments of Floor special allowancetafeOctober 1,
2006 until lenders completed an audit of their Figmecial allowance eligible loan population. €g#invest completed this
audit in January 2008. The Floor special allowdnaa population was decreased from $197.9 millisf September 30,
2006 to $88.7 million. Collegelnvest billed the DES for seven quarters of Floor special allowancgmgnts in its billing
for the quarter ended June 30, 2008. Collegelmeestrded Floor special allowance income in theafiyear ended June
30, 2008, the past due amounts of $836,000 rel&tirige fiscal year ended June 30, 2007 and $llibmielated to the
fiscal year ended June 30, 2008. The College Reduiction and Access Act which became Public La@+84 effective
October 1, 2007 reduced by 40 and 55 basis pa@ntdel subsidies for Stafford and Consolidation $oasade by non-
profit and for-profit lenders, respectively, onadter October 1, 2007.

Pledged special allowance income decreased by xipmtely $2.4 million from the year ended June ZW)6 to the year

ended June 30, 2007. The decrease in specialaaltmyvncome from the year ended June 30, 200@tgeér ended June
30, 2007 is primarily due to the USDE's recent gjamin its interpretation of the HEA with respecthe 9.5% floor special

allowance as noted above.

The decrease in pledged investment interest inadrapproximately $2.9 million from the year endead 30, 2007 to the
year ended June 30, 2008 is due to a $31.5 millemmease in the average cash and investments éaladca decrease in
the average interest rate from 5.0% for the yede@dune 30, 2007 to 4.4% for the year ended JurZ088. The increase
in pledged investment interest income of approxétye®3.9 million from the year ended June 30, 2@0ée year ended
June 30, 2007 is due to a $44.9 million increasthénaverage cash and investments balance andifc®@ase in the

average interest rate for the year ended June0BJ, 2See above for an explanation of the chamgeash and investment
balances for each period. The average monthly @adhnvestment balance for the years ending JOn2@®8, 2007, and

2006 was $209.7 million, $241.2 million, and $19&ion, respectively, with an average return of%, 5.0%, and 4.1%,

respectively.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2008 AND 2007

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

Interest expense is comprised of interest and @&abdn of bond issuance costs, premiums and bemrdenefits. Interest
expense on bonds for the year ended June 30, B6@sed by $21.9 million from the year ended BMe007. Interest
expense on bonds for the year ended June 30, 28B¥ased by $21.2 million from the year ended BHhe2006. The
increases over the past two years were due to hication of an increase in the debt outstandingekas an increase in
the weighted average interest rate on debt. Aeedaipt outstanding for the years ended June 3@, 2007, and 2006
was $1.6 billion, $1.4 billion and $1.2 billion,sectively. The increase in average debt outstgndidue primarily to a
higher amount of debt issuance in response toipatex] student loan purchases. The average ihtateson debt for the
years ended June 30, 2008, 2007 and 2006 was 8.6%,and 3.7%, respectively.

Rebate tax expense includes excess interestagiitebate and consolidation rebate expensed@sdol

2008 2007 2006
(dollar amounts expressed in thousands)

Excess interest $ (4,810)% (366) $ 2,338
Arbitrage rebate (516) 1,346 371
Consolidation rebate 7,789 6,654 5,417

Total rebate tax expense $ 2,463 $ 7,634 $ 8,126

Excess interest expense decreased approximatedyndiflion for the year ended June 30, 2008, whiteess interest
expense decreased approximately $2.7 million ferydar ended June 30, 2007, primarily due to tlyisition of lower
earning consolidation loans by tax-exempt finangiagd an increase in interest paid on bonds. iEgEmn loans financed
with tax-exempt bond proceeds were lower duringydee ended June 30, 2007 than in the year enched3y 2006. The
decrease during the year ended June 30, 2007 iyratisibutable to the earnings on loans eligifde the 9.5% special
allowance payments. The arbitrage rebate expgernle amount of interest earned from tax-exemstments above the
allowed spread. This expense decreased approyn$dt® million from June 30, 2007 to June 30, 2@®8l increased
approximately $975,000 from June 30, 2006 to JUhe307. The spread between the interest rate@amm investments
and the interest rates paid on tax-exempt bond®ased in the fiscal year ended June 30, 2008raneased during the
fiscal year ended June 30, 2007. Collegelnvesemagments to the IRS of $463,000 and $173,000gltine fiscal years
ended June 30, 2008 and 2007, respectively.

Consolidation rebate expense is a fee paid morithlthe U.S. Department of Education (USDE) on tldarmce of
consolidation loans owned by Collegelnvest. Caddatibn rebate fees increased during the yearsdehatee 30, 2008 and
2007 by $1.1 million and $1.2 million, respectivelyThe balance of consolidation loans in the Boondds' portfolio
increased by $97.2 million from June 30, 2007 t@eJ80, 2008 and by $110.2 million from June 30,62@0June 30, 2007.
As of March 1, 2008, Collegelnvest suspended lassaidations, therefore it is anticipated that¢heould be a decrease
in this expense going forward as consolidationdcene paid down.

Loan servicing costs and bond fees were 0.6%, @780.8% of the average student loan balance éoyahrs ended June
30, 2008, 2007 and 2006. General and administratiypenses support the student loan activity ane tansistently been
0.4% of the average net student loan balance édiigbal years 2008, 2007 and 2006. Net studensloncreased by $293.4
million, $220.1 million and $149.7 million duringe years ended June 30, 2008, 2007 and 2006, tigshec
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2008 AND 2007

Comparison of Current Year Results to Prior Years ¢ontinued):
Collegelnvest Early Achievers Scholarship Trust Fund:

Effective June 25, 2007, Collegelnvest entered antaust agreement with Russell Trust Company (RiBGpaintain the
CEAS Trust established by Senate Bill 05-003 whiictates a new program for higher education schofers Prior to the
trust agreement with RTC, Collegelnvest held at tagseement with Zions First National Bank effegtivom September
16, 2005 through June 24, 2007. In March 2008|eGelnvest entered into a new trust agreement diths Bank to
accommodate the purchase of approximately $24.komih student loans receivable held as an investm The Bond
Funds paid the CEAS Trust a net rate on these rtudans of 4.6% during the year ended June 308.200he trust
accounts are also used to pay for the costs okimghting, marketing, and administering the CEASsTTrThe CEAS Trust
is being offered to Colorado'd@nd ¢' grade students who commit to pre-collegiate coupsieand maintain at least a 2.5
GPA. The scholarship encourages students to ipdgyiming for college early and provides financigbgort for high-need
students who are academically prepared for highacation. Scholarships will be awarded to studeviie meet the
appropriate criteria beginning in the 2008-2009dacaic year. As of June 30, 2008, 18,059 studeats hpplied for this
program.

Collegel nvest Early Achievers Scholarship Condensed Statements of Net Assets as of June 30:

2008 2007 2006
(dollar amounts expressed in thousands)
Assets
Cash and investments $ 51,798 $ 80,677 $ 76,430
Student loans 22,786 - -
Interest and other receivables 684 290 500
Total assets 75,268 80,967 76,930
Accounts payable and accrued expenses 67 18 6
Intrafund payable (183) 142 54
Total liabilities (116) 160 60
Net assets (all restricted) $ 75,384 $ 80,807 $ 76,870

Cash and investments decreased by approximatel® $28ion from June 30, 2007 to June 30, 2008.pdition of the

decrease was due to the purchase of student leded above. The student loans are classified @rSthtement of Net
Assets as student loans, net. The additional deereas due to realized losses and a decreasefairthralue of the equity
investments. Cash and investments increased byxapmately $4.2 million from June 30, 2006 to JWB®& 2007, due
primarily to the interest income earned on comnae¢aper investments.

Student loans as of June 30, 2008 consist of tmairgng balance held by the Trust as an investmdihie decrease in
student loans from the original purchase amountdaee to borrower payments applied to the studesm loalance as
received daily. Cash from student loan and borramterest is deposited into a money market accbytibe trustee.

Interest and other receivables increased by $304@0the year ended June 30, 2008. The increapemarily due to
borrower interest on student loans. Interest dhdraeceivables decreased by $210,000 for thegreded June 30, 2007.
The decrease is primarily due to the change inntestment type held at year end. As of June 806 2investments were
held in commercial papers which accrued more istehan the fixed and equity based investmentsdteldne 30, 2007.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2008 AND 2007

Comparison of Current Year Results to Prior Years ¢ontinued):
Collegelnvest Early Achievers Scholarship Trust Fund (continued):

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

2008 2007 2006
(dollar amounts expressed in thousands)

Operating revenues:

Net investment income $ (5,181 $ 4,317 $ 2,151
Operating expenses:
General and administrative expenses 242 380 131
Change in net assets before transfers (5,423) 3,937 2,020
Transfer from Bond Funds - - 36,000
Transfer from Borrower Benefit Fund - - 13,850
Transfer from College Assist - - 25,000
Change in net assets (5,423) 3,937 76,870
Net assets, beginning of year 80,807 76,870 -
Net assets, end of year $ 75,384 $ 80,807 $ 76,870
Net investment income consists of the following:
2008 2007 2006
(dollar amounts expressed in thousands)
Unrealized gain (loss) on investments $ (5,433)% 194 $ -
Realized loss on investments (2,206) - -
Dividends 2,127 4,123 -
Interest 332 - 2,151
Net investment income $ (5,181)$ 4317 $ 2,151

The significant increase in the unrealized losgheastments was due to equity market conditionsf dsine 30, 2008. The
sale of $25.0 million in equity investments to fhase student loans as an investment resulted2ra$llion realized loss.
Dividends decreased by $2.0 million due to equirkat conditions and a smaller balance in equitystments for a
portion of the year. Interest in the fiscal yeaded June 30, 2008 was primarily from student loans

Net investment income increased approximately $2l®on from the year ended June 30, 2006 to ther yeded June 30,
2007, due primarily to a higher average investnmaiance and interest rate during the year. Theageecash and
investment balance for the years ended June 3@, 208 2006 were $79.1 million and $64.0 milliorspectively with an
average return of 5.5% and 4.0%, respectively.

General and administrative expenses decreased38/RD from the year ended June 30, 2007 to theereted June 30,
2008, due primarily to a decrease in salaries ameéfiis. General and administrative expensesaseaby $249,000 from
the year ended June 30, 2006 to the year ended3Dr2007, due primarily to increases in persommel software for
systems development, as well as outreach actitdigerease awareness of the program.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2008 AND 2007

Economic Factors and Future Years' Rates:

% Since its original enactment in 1965, the HEA, goirg the Federal Family Education Loan (FFEL) Paog,
has been amended and reauthorized numerous tifkgea.result, the HEA and FFEL Program have beejesub
to numerous changes including changes in the edlonl of interest rates and special allowance paysnen
federal student loans, changes in the requirenmentdfer certain payment plans to borrowers, adddl loan
forgiveness provisions, and additional restrictionsguarantors’ use of funds. The changes reguitom recent
amendments are summarized as follows:

The Ensuring Continued Access to Student Loans(Public Law 110-227) became effective July 1, 2008.
The legislation gives the USDE the authority toghaise, or enter into forward commitments to purehas
FFEL Program loans made under the HEA. Collegaintes filed a notice of intent to participate st
program and has established agreements and presaduaccommodate participation in this prograntter
fiscal years ending June 30, 2009 and 2010. Tieatiof participating in this program is to providtuidity

to originate loans until the capital market disroptsubsides. Collegelnvest is expecting creditketa to
improve. However, should credit markets not becoiable by the summer of 2010 and alternative firirag
options are not available, Collegelnvest’s abilityprovide loans may be negatively impacted.

The College Cost Reduction and Access Act becanmicPuaw 110-84 on September 27, 2007 effective
October 1, 2007. The legislation reduces by 40 @&dbasis points lender subsidies for Stafford and
Consolidation loans made by non-profit and for-firignders, respectively, on or after October 107220
Additionally, it provides for a 70 and 85 basismiaieduction for PLUS loans made by non-profit kersdand
for-profit lenders, respectively, increases lengaid origination fees from 0.5% to 1.0% with an epion

for “small lenders”, and repeals exceptional perfer status. It further reduces lender insuranmm 87% to
95% effective October 1, 2012.

The emergency spending bill, signed into law by Binesident on June 15, 2006, repealed the sindtietho
rule for consolidation loans for applications reeei on and after June 15, 2006. The single haidler
previously provided that a lender could make a obaation loan under the FFEL Program only if teader

held an outstanding loan that the borrower selefttedonsolidation or if the borrower certified ttee lender

that the borrower was unable to obtain a consatiddban with income-sensitive repayment terms fitbm
holders of the outstanding loans of that borroweri¢h were selected for consolidation). The repdahe
single holder rule may increase the number of prmeats of Financed Student Loans and may reduce the
size of Collegelnvest’s Financed Student Loan Blotf

The Deficit Reduction Act of 2005, signed into I& the President on February 8, 2006, amended aever
provisions of the HEA governing the FFEL Progranthe 2005 Higher Education Act Amendments extended
various provisions of the HEA through September28l,2 and included, but were not limited to, prmns
that (i) reduced lender insurance from 98% to 9é¥%student loans for which the first disbursementen
made on or after July 1, 2006, (ii) reduced from%o 99% reimbursements available for any defadaltm
submitted by a lender or servicer designated feeptional performance, (iii) required payments é&yders

to the USDE of any interest applicable to studeans first disbursed on or after April 1, 2006, ethivere in
excess of the special allowance payment applicabiich loans, and (iv) eliminated (or in certamited
instances phased out by the year 2010) the 9.5%as@dlowance payment rate for certain loans maide
purchased with funds derived from proceeds of oeté-exempt obligations.

Congress will likely continue further amending tH&EA as part of reauthorization of other provisiafsthe
HEA. Any such amendments could affect the fedstadent loans held under the Indenture. It ispossible to
predict whether or when any amendments to the HE4 be introduced, in what form they may be adopoed,
the final content of any such amendments and #f@ct upon Collegelnvest student loan programberd can
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2008 AND 2007

Economic Factors and Future Years’ Rates (continued

be no assurance that the HEA, or other relevantdavegulations, will not be changed in a manneat ttould
adversely affect Collegelnvest student loan progtam

< From July 1, 1998 through June 30, 2006, the ister@te on subsidized and unsubsidized Staffordsldmst
disbursed during this time period was variable.crEduly £, in accordance with the Higher Education Act of
1965, as amended, the interest rate was reset lmaséide 91-day Treasury bill rate, determined ia kst
Treasury bill auction in May of that year. Fornadfirst disbursed after July 1, 2006, the rataunsubsidized
Stafford loans was fixed at 6.8%. The rate onigliesd Stafford loans decreases annually beginamduly 1,
2008 from 6.8% to 3.4% as of July 1, 2011. Staffilmans accounted for 46.9% and 44.5% of Collegedtis
portfolio as of June 30, 2008 and 2007, respegtivéherefore, if student loan balances remairstrae, student
loan interest income on this portion of Collegektig portfolio will decrease in future periods.

+ Historically, Collegelnvest has received approxehat?0% of the statewide Private Activity Bondsnrdhe
State of Colorado, but there is no guarantee tlaiegeInvest will continue to receive a portionasfy Private
Activity Bonds. Private Activity Bonds are tax-e®pt to the holder and therefore typically pricecdbwer rate
to investors and accordingly provide a lower cdstiebt to Collegelnvest. A decrease in the Privatavity
Bonds allocated to Collegelnvest could negativielgact Collegelnvest’s net yield on student loans.

« As of June 30, 2008, 100% of Collegelnvest’'s outditag debt was variable. If debt levels remaithat same
level, economic conditions that cause variancestarest rates may have a positive or negativeecetie interest
expense.

% Collegelnvest's net income will increase or deceedspending on the interest rate spread betweebotinewer
rates earned, as described above, the rates itienges on its variable debt, and market accessuth debt
vehicles. As of February, 2008 turmoil in the talpmarkets spilled over into the Auction Rate Markausing
the market to fail and for maximum interest ratewees to take effect. This caused Collegelnvesntar larger
than normal interest expense, while at the same fimlices that determine revenue, such as T-Bil an
Commercial Paper, fell to all-time lows due to arrall flight to quality in the financial marketThis inverse
relationship of failed bond markets and a flightqueality created dislocation of indices which cidnited to a
decline in Collegelnvest’'s overall revenue and eased interest expense. Additionally, the auctiate
securities market is no longer a viable and cdstcgfe solution for obtaining capital. We antiaip that the
credit markets will eventually return to some noleypahowever, the cost of financing in the credarkets will
likely increase, and options and financing vehieldt likely decrease as a result of failed markaisl reduced
market liquidity.

% Under the terms of federal grants, periodic auatits or reviews are required and certain costs reayubstioned as
not being appropriate expenses under the terneajrants. Such audits could lead to reimbursetoght grantor
agency or the USDE. The USDE performed a revieWafegelnvest in May 2006. As a result, Collegekt
received a finding from the USDE regarding undéinki of 9.5% Floor SAP of approximately $13.6 nat. The
under billing identified in the review began in thearter ended March 31, 1999. Effective Octobe20D6, the
DOE changed its interpretation of Floor SAP. Witilg this new methodology, Collegelnvest is in piecess of
working with USDE in determining the revised amoahthe under billing. See footnote #13 for furtescussion.

+« Future fair market valuation of equity and fixeddme securities may fluctuate based on market ttondiand
interest rates.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)
AS OF JUNE 30, 2008 AND 2007

Requests for Information:

This report is designed to provide a general oesvvdf the Funds’ finances. Questions concerning afthe
information provided in this report or requests &ulditional information should be addressed to:ntke J. Spuehler,

Chief Financial Officer, Collegelnvest, 1560 BroagwSuite 1700, Denver, CO 80202.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
STATEMENTS OF NET ASSETS
JUNE 30, 2008 AND 2007
(dollar amounts expressed in thousands)

2008 2007
Collegelnvest Nursing Health Care Collegelnvest Nursing  Health Care
Borrower Early Teacher Provider Borrower Early Teacher Provider
Benefit Bond Achievers Loan Loan Benefit Bond Achievers Loan Loan
Fund Funds Scholarship ~ Forgiveness Repayment  Total Fund Funds Scholarship ~ Forgiveness Repayment Total
Assets:
Current assets:
Cash and investments $ 9,430 $ 162,39: $ 51,798 $ 343 $ 112 $ 224,076 $ 9,028 $ 376,328 $ 80,677 $ 165 $ - $ 466,198
Investment in student loans - - 22,786 - - 22,786 - - - - - -
Student loans, net - 36,397 - - - 36,397 - 28,294 - - - 28,294
Interest and other receivables a7 41,468 684 - - 42,199 5 37,340 290 - - 37,635
CollegeLender receivable - 2 - - - 2 - 8,958 - - - 8,958
Prepaid expenses 207 20! - - - 412 90 258 - - - 348
Total current assets 9,684 240,465 75,268 343 112 325,872 9,123 451,178 80,967 651 - 541,433
Noncurrent assets:
Capital assets, net 340 - - - - 340 559 - - - - 559
Student loans, net - 1,608,626 - - - 1,608,626 - 1,323,352 - - - 1,323,352
Bond and note issuance costs, net - 9,687 - - - 9,687 - 9,422 - - - 9,422
Total noncurrent assets 340 1,618,313 - - - 1,618,653 559 1,332,774 - - - 1,333,333
Total assets 10,024 1,858,778 75,268 343 112 1,944,525 9,682 1,783,952 80,967 165 - 1,874,766
Liabilities:
Current liabilities:
Accounts payable and accrued expenses 429 3,638 67 - - 4,134 541 2,231 18 - - 2,790
Due to (from) other Funds and other agencies 467 2,704 (183) 16 - 3,004 447 (318) 142 - - 271
Interest payable - 3,982 - - - 3,982 - 5,213 - - - 5,213
Bonds and notes payable - 24,000 - - - 24,000 - 15,974 - - - 15,974
Total current liabilities 896 34,324 (116) 16 - 35,120 988 23,100 160 - - 24,248
Noncurrent liabilities:
Accrued compensated absences 182 - - - - 182 177 - - - - 177
Arbitrage rebate payable - 17,985 - - - 17,985 - 23,774 - - - 23,774
Bonds and notes payable - 1,701,330 - - - 1,701,330 - 1,625,330 - - - 1,625,330
Total noncurrent liabilities 182 1,719,315 - - - 1,719,497 177 1,649,104 - - - 1,649,281
Total liabilities 1,078 1,753,639 (116) 16 - 1,754,617 1,165 1,672,204 160 - - 1,673,529
Net assets:
Invested in capital assets 340 - - - - 340 559 - - - - 559
Restricted - 105,139 75,384 327 112 180,962 - 111,748 80,807 165 - 192,720
Unrestricted 8,606 - - - - 8,606 7,958 - - - - 7,958
Total net asset $ 894€ $ 105,13¢ $ 75,38¢ $ 327 $ 11z $ 189,90¢ $ 8517 $ 111,74t $ 80,807 $ 165 $ - $ 201,23

The accompanying notes are an integral part oetfieancial statements.
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Operating revenues

Interest and special allowance on student loamsIg®d as security ¢
revenue bonds and notes)

Interest income (pledged as security on revenuedand notes)
Net investment incon

Total operating revenue:
Operating expenses

Interest expen:

Loan servicing cos

Rebate tax expense,

Bond fee

General and administrative exper
Salaries and benet

Depreciation and amortizati

Total operating expenses
Operating income (loss) before transfei

Nonoperating - intergovernmental revenue

Transfer to Bond Funds from Borrower Benefit Fund
Transfer to Health Care Provider Fund from Bond Funds
Change in net asse

Net assets, beginning of ye

Net assets, end of ye.

The accompanying notes are an integral part oetfirancial statemen

COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
FOR THE YEARS ENDED JUNE 30, 2008 AND 200
(dollar amounts expressed in thousand

200¢ 2007
Collegelnves Nursing Health Care Collegelnves Nursing Health Car
Borrower Early Teachel Provider Borrowel Early Teache Provide
Benefit Bond Achievers Loan Loan Benefit Bonc Achiever: Loar Loar
Fund Funds Scholarship Forgivenes: Repaymen Total Func Fund: Scholarshi Forgivenes Repaymer Total

$ - $ 95,775 $ - 8% - % - $ 95,775 $ - $ 92,786 $ -8 -3 -8 92,786
- 9,293 - - - 9,293 - 12,206 - - - 12,206

504 - (5,181 16 2 (4,658 622 - 4,317 4 - 4,94%

504 105,06¢ (5,181 16 2 100,40¢ 622 104,99: 4,317 4 - 109,93!

- 94,01« - - - 94,01« - 72,09( - - - 72,09(

- 5,93¢ - 16 - 5,95¢ - 5,75¢ - - - 5,75¢

- 2,465 - - - 2,467 - 7,63¢ - - - 7,63¢

- 2,81¢ - - - 2,814 - 2,48: - - - 2,48:

75 3,982 154 - - 4,211 49 2,43¢ 14E - - 2,62¢

- 2,041 88 - - 2,12¢ - 1,98¢ 23t - - 2,21¢

- 374 - - - 374 - 342 - - - 342
75 111,627 242 16 - 111,960 49 92,726 380 - - 93,155

42¢ (6,559 (5,423 - 2 (11,551 572 12,26¢ 3,937 4 - 16,78(
- - - 162 60 222 - - - 161 - 161

- - - - - - (4,000) 4,000 - - - -
- (50) - - 50 - - - - - - -

42¢ (6,609 (5,423 162 112 (11,329 (3,427 16,26¢ 3,937 16E - 16,94:

8,517 111,74¢ 80,801 165 - 201,23 11,94« 95,48: 76,87( - - 184,29¢

$ 8,94¢ $ 10513¢ $ 75,38: $ 327 $ 112 $ 189,90¢ $ 8,517 $ 111,74t $ 80,807 $ 165 $ - $ 201,23
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COLLEGEINVEST

STUDENT LOAN PROGRAM FUNDS

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2008 AND 200

(dollar amounts expressed in thousands)

200¢ 2007
Collegelnves Nursing Health Care Collegelnves Nursing Health Car
Borrower Early Teachel Provider Borrowel Early Teache Provide
Benefit Bond Achievers Loan Loan Benefit Bonc Achiever: Loar Loar
Fund Funds Scholarship Forgivenes: Repaymen Total Func Fund: Scholarshi Forgivenes Repaymer Total

Cash Flows from Operating Activities

Cash received from student lo $ - $ 310,28t $ 1,34¢ $ - - $ 311,63¢ $ - $ 33644 % - $ - - $ 336,44«

Cash received from the federal governr - 31,037 - - - 31,037 - 36,17¢ - - - 36,17¢

Cash received from educational instituti - 174,92t - - - 174,92t - 165,19¢ - - - 165,19¢

Cash purchases of student Ic - (549,090 (24,462 - - (573,552 - (514,811 - - - (514,811

Cash received from plan managers and other [ 8,87¢ - - - - 8,87¢ 8,41¢ - - - - 8,41¢

Cash loaned to educational instituti - (163,972 - - - (163,972 - (167,028 - - - (167,028

Cash payments to federal governn - (13,491 - - - (13,491 - (11,672 - - - (11,672

Cash payments to suppliers for goods and sel (9,199 (6,189 (102) - - (15,490 (7,716 (7,687 (173; - - (15,576

Cash payments to employees for sel - (2,041 (88) - - (2,129 - (1,984 (107, - - (2,091

Income received from CollegeLend - 4,42; - - - 4,42; - 4,42¢ - - - 4,42t

Net cash provided (used) by operating activitie (321) (214,110 (23,304 - - (237,735 70z (160,939 (280, - - (160,517
Cash Flows from Investing Activities

Proceeds from maturities of investme 34C 208,64t 28,68 - - 237,67: 21z - 391,09¢ - - 391,31

Purchase of investmel (329; - - - - (329; - (231,010 (395,345 - - (626,355

Income received from investme 41C 10,62: (141; 13 1 10,90¢ 527 11,33( 4,33: 5 - 16,19¢

Increase (decrease) from unrealized gain (loss) on

investments 94 - (5,239) 3 1 (5,141) 95 - 194 (1) - 288

Net cash provided (used) by investing activiti¢ 51¢ 219,27( 23,30« 16 2 243,107 83E (219,680 28C 4 - (218,561
Cash Flows from Non-Capital Financing Activities

Issuance of bonds and nc - 188,30( - - - 188,30( - 506,00( - - - 506,00(

Repayment of bonds and nc - (104,274 - - - (104,274 - (60,612 - - - (60,612

Interest paid on bonds and no - (84,887 - - - (84,887 - (63,001 - - - (63,001

Payment of bond and arbitrage rebate - (3,241 - - - (3,241 - (2,744 - - - (2,744

Payment of bond and note issuance « - (1,008 - - - (1,008 - (3,024 - - - (3,024

Contribution from intergovenmental age - - - 162 6C 22z - - - 161 - 161

Intrafund transfei - (50) - - 5C - (4,000 4,00( - - - -

Net cash provided (used) in non-capite

financing activities - (5,160 - 162 11C (4,888 (4,000 380,61¢ - 161 - 376,78(

Cash Flows from Capital Financing Activities

Cash received from other Funds for deprecia

reimbursement 444 - - - - 444 414 - - - - 414

Purchase of capital ass (225, - - - - (225, (78) - - - - (78)

Net cash used in capital financing activitie 21¢ - - - - 21¢ 33€ - - - - 33€
Increase in cash and cash equivaler 41: - - 17¢ 112 708 (2,127 - - 16£ - (1,962
Cash and cash equivalents, beginning of ye 9,017 - - 16& - 9,182 11,14« - - - - 11,14¢
Cash and cash equivalents, end of ye $ 9,43(C $ - $ -8 342 11z $ 9,88t $ 9,017 $ - $ - $ 165 - $ 9,182

The accompanying notes are an integral part oktfirancial statemen
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
STATEMENTS OF CASH FLOWS (CONTINUED)
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007
(dollar amounts expressed in thousands)

2008 2007
Collegelnvest  Nursing Health Care Collegelnvest Nursing Health Care
Borrower Early Teacher Provider Borrower Early Teacher Provider
Benefit Bond Achievers Loan Loan Benefit Bond Achievers Loan Loan
Fund Funds Scholarship Forgiveness Repayment Total Fund Funds Scholarship  Forgiveness  Repayment Total

Reconciliation of operating income to net cash

provided by operating activities:

Operating income before transfers $ 429 (6,559)$ (5,423) $ - $ 2 $ (11,551) $ 573 $ 12,266 $ 3,937 $ 4 % - 3% 16,780
Items reflected as investing and non-capital

financing activities:

Income received from investments (410) (10,622) 141 13 - (10,878) (527) (11,330) (4,333) (5) - (16,195)

Interest paid on bonds and notes - 84,887 - - - 84,887 - 63,001 - - - 63,001

Bond fees - 3,241 - - - 3,241 - 2,744 - - - 2,744

Amortization of bond and note issuance costs - 742 - - - 742 - 341 - - - 341

Prepaid expenses - 37) - - - 37) - 8 - - - 8

Accounts payable and accrued expenses - (1,092) - - - (1,092) - 4) - - - 4)
Adjustments to reconcile operating income to net

cash provided (used) by operating activities:

Amortization of premium costs - 9,616 - - - 9,616 - 7,102 - - - 7,102

Change in allowance for loan losses - 1,088 - - - 1,088 - 491 - - - 491

Depreciation expense 444 - - - - 444 414 - - - - 414

Depreciation expense allocated to other Funds (444) - - - - (444) (414) - - - - (414)

Net (appreciation) depreciation of fair value of

investments and State Treasurer's cash pool (94) - 5,433 3 ) 5,340 (95) - (194) 1 - (288)

Changes in operating assets and liabilities:

Student loans - (303,013)  (22,786) - - (325,799) - (227,007) - - - (227,007)

Interest and other receivables (42) 2,799 (393) - - 2,364 2 (8,000) 210 - - (7,788)

CollegeLender receivable - 8,956 - - - 8,956 - (2,527) - - - (2,527)

Prepaid expenses (117) 17) - - - (134) (16) (24) - - - (40)

Due (to) from other funds and other agencies 20 2,514 (325) (16) - 2,193 345 972 87 - - 1,404

Accounts payable and accrued expenses (107) (824) 49 - - (882) 420 222 13 - - 655

Arbitrage rebate payable - (5,789) - - - (5,789) - 806 - - - 806

Net cash used by operating activitie $ (321) $ (214,110 $ (23,304 $ - $ - $ (237,735 $ 70z $ (160,939 $ (280, $ - $ - $ (160,517

The accompanying notes are an integral part oktfirancial statements.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007

1. Organization and Summary of Significant Accouting Policies:

Pursuant to Colorado Revised Statutes 23-3.1-2@E g, and 23-3.1-301, et seq., as amended, Ebllagst is a division of
the Colorado Department of Higher Education (Depert). The Executive Director of the Departmenkeitive
Director) has responsibility for oversight and ngeraent of Collegelnvest. In addition, Collegelriviess a nine-person
Board of Directors (Board) designated by the Gomeamd approved by the State Senate to serve &amrtgrms.

The Colorado General Assembly established a stuatdigiation bond program (Bond Funds), a scholarstist program
(Collegelnvest Early Achievers Scholarship), a iacb29 post secondary education expense prograepd Tuition

Fund), a Section 529 college savings program (achdChoice, Stable Value Plus and Direct Portfélimds), a loan
forgiveness program for nursing teachers (Nursiegcher Loan Forgiveness) and a loan repaymentgorofr health care
providers (Health Care Providers Fund), which ahainistered by Collegelnvest. The mission of Gmlavest is to be
Colorado’s higher education financing leader anldeip Colorado families break down the financiatieas to college. The
financial statements presented here do not inapeéeations of the post secondary education exgaongeam or the college
savings program.

Collegelnvest receives less than 10% of its fundliogn the State or any local government of theeSiand therefore retains
its enterprise status under Section 20, Articld ¥1e Colorado Constitution.

Primary operations of the student obligation bomdgmm commenced in 1981. In meeting its legigatinandate,
Collegelnvest issues tax-exempt and taxable fimgsci The proceeds from such financings are useatiginate and
purchase student loans and to make loans to imstisuof higher education. Pursuant to Coloradeideel Statute 23-3.1-
208, as amended, Collegelnvest is authorized te itss own revenue bonds, notes and other obligatichich are not
deemed to constitute indebtedness, a debt oritiabilthe State of Colorado.

Reporting Entity:

The Student Loan Program Funds (Funds) presefiintdecial statements of the Borrower Benefit Fuhé, Bond Funds,
the Collegelnvest Early Achievers Scholarship Tirashd (CEAS Trust), the Nursing Teacher Loan Fangess Fund
(NTLF Fund) and the Health Care Provider Fund (H&CiRd). The Borrower Benefit Fund, the Bond Furtds, CEAS
Trust, the NTLF Fund and the HCP Fund are accoufttieds separate enterprise funds within the Siatéolorado’s
financial reporting system. The CEAS Trust, NTLEE and HCP Fund were established by statute in2005, July
2006 and July 2007, respectively. An enterprisedfis established to account for operations thatfamanced and
operated in a manner similar to private businessrpnses, where the intent is that the fund bessglporting.

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

Borrower Benefit Fund

Collegelnvest utilizes a Borrower Benefit Fund ff@ayment of general and administrative expenseotrat activities of

all of its Funds. These expenses and activitie® leen allocated to the respective funds. Assaisrevenues of the
Borrower Benefit Fund are not pledged as collatiemalhe Bond Funds.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008 AND 2007

1. Organization and Summary of Significant Accouting Policies (continued):
Reporting Entity (continued):
Bond Funds

The financial activities of the Bond Funds are rded in funds and accounts established under sarfimancing
documents. The financing documents for each Bomdi fresstrict assets held in the respective trustesvr the payment of
the outstanding obligations. Each Bond Fund i®auaied for separately and is a separate truseestt obligations are
revenue bonds or notes and are collateralizedaaided in the bond or note indentures, by an asségn and pledge to the
Trustee of all Collegelnvest's right, title andargst in the investments, student loans, and Iparchased from Colorado
institutions of higher education and the revenues r@ceipts derived there from. Within the Bonahds) Collegelnvest
administers the Loan Incentives For Teachers Pnagrahe Program provides for loan forgiveness &achers in a
gualified position. Because this program was distadd within the statute that established the &tudoan Program, it is
not separately appropriated and therefore theiggoti/this Program is not presented in a sepdraté.

Collegelnvest Early Achievers Scholarship Trust Fund

A scholarship program (Scholarship Program) waateckby Colorado statute to provide higher educaaholarships for
eligible students. Collegelnvest was designatedhbystatute to implement and administer the Scéhila Program. A
scholarship under the Scholarship Program may balawarded to undergraduate students who meetnceligibility
requirements established by the Board in accordartbehe statute.

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

Nursing Teacher Loan Forgiveness Fund

A loan forgiveness program was created by Colostdimite to provide student loan forgiveness tageriursing teachers.
Intergovernmental revenue is appropriated from3tate of Colorado to the Department. Collegelnwest designated by
the statute to administer the NTLF Fund for the &@pent. Repayment of loans through the prograag omly be
awarded to persons who meet certain eligibilityunegments established by the Board in accordanttetie statute.

The financial activities of the NTLF Fund consi$thaonies deposited in the State Treasurer’s casth. fuCollegelnvest
is also authorized to receive and expend giftsytgraand donations or moneys appropriated by the@éAssembly for
the purpose of implementing the program. Monaythe trust may be used by Collegelnvest for themgent of up to
$20,000 for all or part of the principal and intren a loan for persons who teach courses inniedi a state institution
of higher education for at least five consecutivademic years after receipt of an advanced degfde estimated cost of
the program appropriated by the State is $1600@®th fiscal year 2006-07 and fiscal year 2007eD@pay student loans
and $1,600 annually to administer the program. afdlounts shown as loan servicing costs in therseateof revenues,
expenses and changes in net assets are relatethtfoigiveness.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008 AND 2007

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

Reporting Entity (continued):
Health Care Providers Fund

A loan repayment program was created by Coloradtutst to provide student loan repayment to certaialth care
professionals. Intergovernmental revenue is apaiag from the State of Colorado to the DepartméZullegelnvest was
designated by the statute to administer the HCRI Fomthe Department. Repayment of loans throinghprogram may
only be awarded to persons who meet certain ditgibequirements established by the Board in adaoce with the statute.

The financial activities of the HCP Fund consistnasnies deposited in the State Treasurer’s cagh fi@ollegelnvest is
also authorized to receive and expend gifts, gramd donations or moneys appropriated by the GeAssembly for the
purpose of implementing the program. Moneys intthst may be used by Collegelnvest for the payraéop to $35,000
in each of the two or more years for all or partha# principal, interest, and related expenses®feducation loans of
physicians or other health professionals who adoe@rovide primary health services in federally igeated health
professional shortage areas in Colorado. Collegsinreceived $60,000 from the Colorado Departroéfublic Health

and Environment for the fiscal year ended June2808. Collegelnvest will receive a match from Hezleral Department
of Health and Human Services for loan repaymentlle@Gelnvest contributed $50,000 to the programtlier fiscal year
ended June 30, 2008. A total of $186,000 in lagrayment was awarded to participants by Collegstnivefiscal year

2007-08.

Budgets and Budgetary Accounting:

By statute, the Funds are continuously appropridiexigh user charges. Therefore, the budgettikegislatively adopted
and a Statement of Revenues and Expenses — Bod§etual is not a required part of these finanstatements. However,
the Board does approve an annual budget for atisurirotal budgeted expenses for the Funds foFigeal Year ended
June 30, 2008 were $110.2 million, compared witbaexpenses of $112.0 million. The total expsrisethe Funds were
$2.0 million over budget primarily due to higheathexpected bond interest expenses. Total budgptadting revenues of
the Funds were $125.9 million as compared withadectgvenues of $100rillion. The lower than budgeted revenues were
primarily due to lower special allowance incomege@al allowance is paid by the federal governnaewt is the difference
between the borrower interest rate and a “marlka€ defined by the HEA. When the borrower’s rat@igher than the
“market” rate, Collegelnvest's special allowancerésluced, or is negative, on certain loans. TheyBE&chiever's
Scholarship Trust revenues were also substant@igr than budgeted due to equity market conditidumsng the fiscal
year ended June 30, 2008. The Executive Direcimitize Board exercise oversight responsibilitieduding budgetary and
financial oversight.

Basis of Accounting:

The accompanying financial statements have begraprd in accordance with accounting principles gelyeaccepted in
the United States of America and standards of the@mental Accounting Standards Board (GASB). llegelnvest has
applied pronouncements issued on or before NoverBberl989 by the Financial Accounting Standardsré&oéhe
Accounting Principles Board, and the Committee @ecddnting Procedure except for pronouncementsctiratict with or
contradict the GASB. As enterprise activities, Bomds use the accrual basis of accounting. Regesme recognized in the
accounting period in which they are earned andresgxeare recognized in the period incurred.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008 AND 2007

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

The Funds distinguish between operating revenudseapenses and nonoperating items in the StateofiedRevenues,
Expenses and Changes in Net Assets. Operatingiueseand expenses generally result from providengices in

connection with the Funds’ purpose of providingnedo borrowers for higher education. Operatinggmeies consist of
interest and special allowance earned on loansrwedtment income. Operating expenses includease of interest on
debt, servicing of loans, arbitrage, and generdl aministrative expenses. All revenues and exggenst meeting this
definition are reported as nonoperating revenudeapenses or capital transfers.

Cash and Cash Equivalents:
Collegelnvest considers all cash, demand deposiuats and the State Treasurer’s cash pool todbearpuivalents.
Investments:

Investments are carried at fair value, which isedrined primarily based on quoted market priceduae 30, 2008 and
2007.

Student Loans:

Student loans are carried at their uncollectedcy@h balances net of an allowance for loan losSdse Bond Funds may
purchase student loans from lenders at a premiudisoount. The Bond Funds also originate studesmd directly to
borrowers. The Bond Funds provide a benefit todveers which generally rewards prompt and reguigmgents, and
payments made by automatic bank drafts, with g¢dibr reduction of principal balance, interegt raductions and credit
or waiver of origination fees. Premiums and boeowenefits are capitalized and amortized oveetttienated life of the
loan using a method approximating the effectiverggt method. Unamortized premiums and borroweefiie collectively
were $34.9 million and $29.8 million at June 3002@nd 2007, respectively.

During fiscal year 2008, Collegelnvest sold appmately $24.5 million in student loans and borrowgerest receivable
from one of its indentures to the CEAS Trust.

Allowance for Loan Losses:

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

student loan servicing and collection, and econaralitions. When this evaluation determines #imaéxposure to loss is
probable and can be reasonably estimated, a pyowagjainst current operations net of student leaoveries is recorded.
Actual losses are charged against the allowancedorlosses as they occur. The allowance for lossmiwas $2.8 million

and $1.7 million at June 30, 2008 and 2007, resdygt The loans transferred from the bond furmthe CEAS trust are
intended to eventually be transferred back to tiredifunds. The allowance for loan losses reldtintpe transferred loans
remain in the bond funds.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008 AND 2007

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

Equipment is carried at cost less accumulated degien. Costs of major additions and improvemenrts capitalized.
Expenditures for maintenance and repairs are ctidmeperations as incurred. Depreciation of emeipt is computed
on the straight-line method over the estimated dif¢ghe equipment ranging from three to five yearsmortization is
computed on the straight-line method over the pabioffice facility lease term. Software is cadriat cost less
accumulated amortization. Amortization is caloethon the straight-line method over the estimatedof the software
ranging from five to ten years.

Bond and Note Issuance Costs:

Bond and note issuance costs are carried at esstatcumulated amortization. Amortization ofas&e costs is computed
using a method approximating the effective intemgsthod over the life of the bond or note issuégessthe bonds or notes
are retired early, at which time the remainingasge costs related to the retired bonds or notesxgensed.

Compensated Absences:

Compensated absences, known as general leavedéncitacation and is included in accrued compensaibsdnces.
Compensated absences are based on an employgdisdeservice and are earned ratably during thva tf employment.
Vested and accumulated vacation that is expected liguidated is accrued and charged againstrdusperations.

Arbitrage Rebate Payable:

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

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

guaranteed student loans; reduction of principgbenfiorming guaranteed loans; or pay the federatigonent to liquidate
the liability for excess earnings as required eydhplicable laws and regulations.

Transfers From/To Other Funds:

During the Fiscal Year ended June 30, 2008, thelBamds of Collegelnvest transferred $50,000 to HCRnd a portion
of the loan repayment program.

During the Fiscal Year ended June 30, 2007, theoBar Benefit Fund of Collegelnvest contributed$rhillion to the
Bond Funds to fund the Loan Incentive for Teacpeogram.

Due From/To Other Funds and Other Agencies:

The Bond Funds have interagency balances of $3@0€@o and $18,000 due from the University of Nem Colorado as
of June 30, 2008 and 2007, respectively, for momkeged to the CollegeLender program.
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008 AND 2007

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

Due From/To Other Funds and Other Agencies (contined):

The Bond Funds have an interagency balances of 3@ ue to the University of Colorado Denver & lte&ciences as

of June 30, 2008 for monies related to the Collegeler program.

The Bond Funds have interagency balances of $3008051.1 million as of June 30, 2008 and 200hewsvely, due
from the University of Colorado at Colorado Sprifiggsmonies related to the CollegeLender program.

As of June 30, 2008 and 2007 no monies were owecoligge Assist (CA) to Collegelnvest. Howevehseguent to year
end, Collegelnvest obtained a bridge loan from G&e Note 14, Subsequent Events, for further detail

The following interfund and interagency balanceisteas of June 30, 2008:

Borrower Prepaid Scholars Stable Direct Collegelnvest Nursing
Benefit Bond Tuition Choice Value Plus Portfolio Early Achievers Loan
Fund Funds Fund Fund Fund Fund Scholarship Forgiveness
Interfunds loans due from (to): (dollars amounts expressed in thousand
Bond Funds $2,100 ($2,100) $174
Prepaid Tuition Fund $82 ($82)
Scholar's Choice Fund ($2,542) $2,542
Stable Value Plus Fund $116 ($116)
Direct Portfolio Fund ($230) $230
Early Achievers Scholarship ($9) ($174) $9
Nursing Loan Forgiveness $16 ($16)
Other agencies - ($430) -
Total: ($467) ($2,704)  ($82) $2,542 ($116) $230 $183 ($16)
The Borrower Benefit Fund has the following inteidiuand interagency balances as of June 30, 2007:
Borrower Prepaid Scholars Stable Value Direct Collegelnvest Marsi
Benefit Bond  Tuition Choice Plus Portfolio Early Achieger Loan
Fund Funds Fund Fund Fund Fund Scholarship Forgiveness
Interfunds loans due from (to): (dollars amounts expressed in thousa
Bond Funds $772  ($772)
Prepaid Tuition Fund $58 ($58)
Scholar's Choice Fund ($1,411) $1,411
Stable Value Plus Fund $37 ($37)
Direct Portfolio Fund ($45) $45
Early Achievers Scholarship $142 ($142)
Nursing Loan Forgiveness -
Other agencies - $1,090 -
Total: ($447) $318 ($58) $1,411 ($37) $45 ($142) -
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COLLEGEINVEST
STUDENT LOAN PROGRAM FUNDS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008 AND 2007

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

Revenue consists of interest income on studensjaamestment income, and special allowance orestudans. Pursuant
to the Higher Education Act (Act), special allowanmyments are intended to assure that the lionitath interest rates and
other conditions imposed by the Act do not impduedarrying out of the purposes of the Act or cdbeaeturn to holders
of loans made and insured under the Act to betlessequitable. The rate of special allowance paysifor loans depends
on the date of disbursement of the loan, and thecemf the holder’s funding to acquire the loan.

Use of Estimates:

The preparation of financial statements in conftymiith principles generally accepted in the Unittdtes of America
requires management to make estimates and assastiat affect the reported amounts of assets iahditles and
disclosure of contingent assets and liabilitiethatdate of the financial statements and the redatmounts of revenues
and expenses during the reporting period. Actesllts could differ significantly from these esttem

Related Party Transactions:

CA was established in 1979 as a division of thedbtepent. CA is the student loan guarantor forStegte of Colorado.
Loans to be insured by CA may only be originate@ligible institutions, which include Collegelnvedffective January 6,
2006, the Director of Collegelnvest was appointedirector of CA. Although Collegelnvest and O &oth divisions of
the Department, they are each constituted and tepkess separate enterprises of the State undeliirtwtion of the same
Director, and each (Collegelnvest and CA) retdirsability to enforce contractual obligations agathe other.

Certain student loans of Collegelnvest are serviceter an origination and servicing agreement @i#hand Nelnet (the
Consortium Agreement). Prior to October 2005, Ciyinated loans and serviced certain loans follgndiisbursement,
and Nelnet also provided servicing under the Cdisar Agreement. In October 2005, CA assigned igbts and
obligations under the Consortium Agreement to Nielaed engaged Nelnet to carry out certain senocess behalf.

Collegelnvest purchases loans that have been ligdaioi by College Assist. Collegelnvest purcha$28.5 million and
$21.9 million in rehabilitated loans during thecfyears ended June 30, 2008 and 2007, respgctivel

Reclassifications:

Certain amounts in the June 30, 2007 financialestahts have been reclassified to conform to theewuryear's
presentation.

2. Cash Deposits and Investments:
Cash Deposits
All cash deposits of the Borrower Benefit Fund, NFTEund and HCP Fund are held by a bank or the Stai@surer.

Receipts are deposited to demand deposit accoailys dCollected balances are transferred dailp imoney market
funds.
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2. Cash Deposits and Investments (continued):

Collegelnvest deposits cash with the Colorado Stedasurer as required by Colorado Revised StafGieS). The State
Treasurer pools these deposits and invests thesedurities approved by CRS 24-75-601.1. Collegedhveports its
share of the State Treasurer’s unrealized gairs®¥obased on its participation in the State Treasupool. All of the

State Treasurer’s investments are reported awédire, which is determined based on quoted manke¢gpat June 30,
2008 and 2007. The State Treasurer does not iangstf the pool resources in any external investmpeol, and there
is no assignment of income related to participatiothe pool. The unrealized gains or losses entithasurer’'s pooled
cash are shown as increases or decreases in dasbds and therefore, are reported as noncastatrdons. Additional
information on the State Treasurer's pool may b&iokd in the State of Colorado’s Comprehensiveuahirinancial

Report.

Cash deposits of the Borrower Benefit Fund, the SHAust, the NTLF Fund and the HCP Fund as of Bhare as
follows:

2008 2007

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

Demand deposit accounts $ 341 % -9 341 $ - $ -$ -
State Treasurer's cash pool 9,089 455 9,544 9,028 165 9,193
$ 9,430 $ 455% 9885 % 9,028 $ 165 $ 9,193

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

Custodial Credit Risk — Cash Deposits:

Custodial credit risk is the risk that, in the elvefithe failure of a depository financial institut, the Funds will not be
able to recover their deposits or will not be alodle@ecover collateral securities that are in thesgssion of an outside
party. Monies in the demand deposit accounts mseréd by federal depository insurance for thet %00,000.
Deposits in excess of the $100,000 limit are cetklized subject to the provisions of the Statelblié Deposit
Protection Act (PDPA) for monies held within thetgt

Investment Authority and Policy:

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

deposits, certificates of deposit, banker’s acaegs, commercial paper, money market funds, writeerse repurchase
agreements and written repurchase agreements,afj@rerevenue obligations of any state in the Whitates, and

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

Cash receipts of the Bond Funds are invested wheeived and are held by the bond trustee and arermged by
provisions of the respective debt agreements. dhegestments are comprised primarily of guarantesestment
contracts. The investment contracts are betweernrtistee as agent for Collegelnvest, and variod8 Ar AA rated
financial institutions.
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2. Cash Deposits and Investments (continued):
Investment Authority and Policy (continued):

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

The appropriate asset allocation for investmenth®@fCEAS Trust is a function of multiple factorms;luding projected
cash flow requirements, minimizing risk while wargito achieve an overall 5% disbursement objectad, minimizing
loss or use of corpus.

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

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

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

repurchase agreements and written repurchase agmeengeneral or revenue obligations of any statéhé United

States, and investment agreements as authorizatiebfolorado Revised Statues Section 24-75-60%ke@qt, as an
investment policy was not in place.

Investments of the Borrower Benefit Fund, the BBadds and the CEAS Trust as of June 30 are asv&illo

2008 2007

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

Money market mutual funds $ - 8 33,814% 33814 $ - $  3440% 34,405
Fixed income securities - 20,066 20,066 - 32,240 32,240
Guaranteed investment contracts - 130,476 130,476 - 341,923 341,923
International equity securities - 7,235 7,235 - 12,300 12,300
Large cap equity securities - 19,999 19,999 - 32,119 32,119
Small cap equity securities - 2,601 2,601 - 4,018 4,018

$ - $ 214,191 214,191 $ - $ 457,00% 457,005
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2. Cash Deposits and Investments (continued):
Investment Authority and Policy (continued):

During the year, Collegelnvest transferred studigans in exchange for cash from the bond funde@ddEAS trust fund.
As of June 30, 2008, the value of the student It in the CEAS trust fund was $22,786,000.

Custodial Credit Risk:

Custodial credit risk for investments is the ribltt in the event of the failure of the counterpéetg., broker-dealer) to a
transaction, the Funds will not be able to recaver value of its investment or collateral secusittbat are in the

possession of another party. All investments efBlond Funds and the CEAS Trust are held in tru§lallegelnvest’s

name.

Interest Rate Risk:

Interest rate risk is the risk that changes in markterest rates will adversely affect the faituegaof an investment.
Generally, the longer the maturity of an investmehé greater the sensitivity of its fair value deanges in market
interest rates. The Bond Funds invest in guardni@eestment contracts and are not exposed toegiteate risk as of
June 30, 2008 and 2007. The CEAS Trust was inddatearious short term commercial paper instrumehiring a
majority of the year ended June 30, 2007 whichnateexposed to interest rate risk. Effective J2Be2007, the CEAS
Trust invested in fixed income, small cap equidyge cap equity and international equity funds rgaday Russell Trust
Company (RTC) which are exposed to interest rate rRTC chooses money managers with expertisel@eting bonds
across the maturity spectrum and combines firmisitiige differing investment approaches to manageish.

2008 2007
Weighted Weighted
Average Average
Investment Fair Maturity Fair Maturity
Type Value (in years) Value (in years)

(dollar amounts expressed in thousands)

RIC Fixed Income | Fund Class Y $20,066 7.2 $32,240 4.3
Dreyfus Treasury Cash Management Fund $31,819 <1 year $23,655 <1year
Credit Risk:

Generally, credit risk is the risk that an issuéraa investment will not fulfill its obligation tahe holder of the
investment. This is measured by the assignmemt i@ting by a nationally recognized statisticaingtorganization.
Presented below is the minimum rating requiredvidyefe applicable) the Fund’s investment policy #redactual ratings
for each investment type:
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2. Cash Deposits and Investments (continued):

Credit Risk (continued):

As of June 30, 2008:

Exemp Standard & Poor's Rating as of Year
Investmer Minimum From
Type Rating  Disclosur AAA Al A2 A3 NR
(dollar amounts expressed in thousa
Fixed income securiti N/A - $20,06¢ - -
Guaranteed investment contr: N/A $130,47! - - - -
International equity securiti N/A - - - - $7,23¢
Large cap equity securiti N/A - - - - $19,99¢
Money market mutual fur N/A - $31,81¢ - - $1,99¢
Small cap equity securities N/A - - - - - $2,601
As of June 30, 2007:
Exemp Standard & Poor's Rating as of Year
Investmer Minimum From
Type Rating  Disclosur AAA Al A2 A3 NR
(dollar amounts expressed in thousa

Fixed income securiti N/A - $32,24( - -
Guaranteed investment contr: N/A $341,92. - - - -
International equity securiti N/A - - - - $12,30(
Large cap equity securiti N/A - - - - $32,11¢
Money market mutual fur N/A - $23,65! - - $10,75!
Small cap equity securiti N/A - - - - $4,01¢
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2. Cash Deposits and Investments (continued):

Credit Risk (continued):

As of June 30, 2008:

Exemp Moody's Rating as of Year E
Investmer Minimum  Fromr
Type Ratin¢  Disclosure Aaa/P: Aa3/P: Aa2/P: NR
(dollar amounts expressed in thousa
Fixed income securitis N/A - $20,06t¢ - - -
Guaranteed investment contr: N/A $130,47 - - - -
International equity securiti N/A - - - - $7,23¢
Large cap equity securiti N/A - - - - $19,99¢
Money market mutual fur N/A - $31,81¢ - - $1,99¢
Small cap equity securities N/A - - - - $2,601
As of June 30, 2007:
Exemp Moody's Rating as of Year E
Investmer Minimum  Fromr
Type Ratin¢  Disclosure P1 Pz ps NR
(dollar amounts expressed in thousa

Fixed income securitis N/A - $32,24( - - -
Guaranteed investment contr: N/A $341,92. - - - -
International equity securiti N/A - - - - $12,30(
Large cap equity securiti N/A - - - - $32,11¢
Money market mutual fur N/A - $23,65! - - $10,70!
Small cap equity securiti N/A - - - - $4,01¢
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2. Cash Deposits and Investments (continued):
Concentrations of Credit Risk:
Concentration of credit risk is the risk of lostiauted to the magnitude of an investment in @lsimssuer. Investments

in any one issuer that represent 5% or more of Biiad Funds’ and CEAS investments as of June @08 2nd 2007 are
as follows:

2008 2007

Fair Value Fair Value
(dollar amounts expressed in thousands)

Issuer Investment Type

Natixis Funding Corporation Guaranteed investment contra $ 86,642 $ N/A
Dreyfus Treasury Cash Managen Money market mutual fur 31,81¢ 23,65¢
Trinity Plus Funding Compal Guaranteed investment contr: 20,25: 52,41t
RIC Fixed Income | Fund Class Fixed income securiti 20,06¢ 32,24(
CTF Russell Common Trust Lar

Cap Structured Equ Large cap equity securiti 19,99¢ 32,11¢
AIG Matched Funding Corporati Guaranteed investment contr: 13,59¢ 235,63
Bayerische Landesba Guaranteed investment contre 9,98¢ 52,77
CTF Russell Common Tru

International Equity Fur International equity securiti 7,23¢ 12,30(
CTF Russell Common Trust Sm

Cap Equity Fur Small cap equity securiti 2,601 4,01¢
Firstbank Liquid Asset Accou Money market mutual fur 1,99¢ 10,75(
Transamerica Life Insuran Guaranteed investment contr - 1,09¢
Investment Income:
Net investment income as of June 30, 2008 and 2@&7comprised of the following:

2008 2007
Collegelnvest  Nursing Health Collegelnvest Nursing Health
Borrower Early Teachers Care Borrowel Early Teacher Care
Benefit Bond Achievers Loan Provider Bonc Achiever: Loar Provide
Fund Funds Scholarship  Forgivenes: Fund Fund:  Scholarshi Forgivenes  Func

Interest income (pledged as securit

(dollar amounts expressed in thousa

revenue bonds and notes) $ $ 9293 % - 8 - $ - $ 12,206 $ -0 % - $
Interest incom 41C - 2,45¢ 13 527 - 4,12t 5
Realized loss on investme - (2,206 - - -
Unrealized gain (loss) on investme (5,433 194
Change in fair value of State Treasul
cash pool 94 - - 3 95 - - (1)
Net investment incor $ 504 $ 929 $ (5,181 § S $ 62z $12,20t $ 4317 $ 4

In the Early Achievers Scholarship Trust Fund,ghke of $25.0 million in equity investments to fhase student loans as
an investment resulted in a $2.2 million realizest|
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3. Student Loans:

The Bond Funds originate student loans directlyhto borrower and purchase student loans from aiigig lenders in
accordance with the provisions of the Higher Edocafct (HEA). The USDE administers and regulates Federal
Family Education Loan Program (Program). Almostodithe student loans in the Bond Funds have heaginated
under the Program. The Program includes loansinatied in the Federal Stafford Loan program, folyndhe
Guaranteed Student Loan program, the Federal Pawart for Undergraduate Students program, and #xderal
Consolidation Loan program. Loan terms and inter@®gs vary depending on the respective loan progind date of
origination. Loan terms generally provide repaytr@principal and interest on a monthly basis oxyeriod of up to
thirty years. Interest rates range from 2.8% t®@%®2(not including borrower benefits).

As of June 30, 2008 and 2007, there were approrign&t.7 million and $162,000, respectively, ofd&nt loans in the
Bond Funds originated under an alternative loangmamm. Alternative loans are credit-based, schaatified,
supplemental loans offered by private lenders wolestts who are not eligible for federal loans oowileed assistance
beyond their federal loan eligibility. Interestes are variable, adjusted quarterly and equéaiegdhree month LIBOR,
plus a spread, dependent on the borrower’s or mesgjcredit rating.

Interest to the borrower is either at a fixed anafale rate subject to a maximum rate. The |aatdyto the Bond Funds
is the maximum interest rate to the borrower cate indexed to the 91-day Treasury bill rate fartheealendar quarter,
for loans originated before January 1, 2000 orta madexed to the 91-day commercial paper rateefmh calendar
quarter for loans originated on or after JanuargQD0 through June 30, 2006. Loans originated dfire 30, 2006 bear
interest at a 6.8% fixed rate.

Principally, CA guarantees Program loans againet librrower's default, death, disability, and baptcy. CA is
reinsured under HEA. The loan guarantee is sulbpeapplicable procedures relating to the origorat@nd servicing of
student loans. There are penalties up to lossuafagtee if the applicable procedures are not n@tllegelnvest can
reinstate guarantees under certain circumstan€asdlegelnvest also has recourse provisions withdtslers and its
servicers for any loss of guarantee. Loans digliupsior to October 1, 1993 are 100% insured wbias disbursed on
or after October 1, 1993 are insured up to 98%riotjpal and accrued interest in the case of ulefaLoans disbursed
after June 30, 2006 are insured up to 97% of graland accrued interest. During the years ended 30, 2007 and
2006, two of Collegelnvest's student loan servicebgained a designation from the USDE which allowess of
guarantee reimbursement at 2% above the allowaltdée rThe USDE eliminated this designation effec®ctober 1,
2007. Management has provided an allowance faor losses of principal and/or interest due to clpignalties, loss of
guarantee and insurance below 100%.
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4. Capital Assets:
Capital assets activity for the year ended Jun2@08 and 2007 was as follows:

Balance Deletions/ Balance
June 30, 2007 Additions Depreciation June 30, 2008
(dollar amounts expressed in thousands)

Software $ 2,858 $ 3% - $ 2,861
Leasehold Improvements - 19 - 19
Furniture and equipment 529 203 - 732
Accumulated depreciation (2,828) - (444) (3,272)
Total capital assets, net $ 559 225 $ (444) $ 340
Balance Deletions/ Balance

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

Software $ 2,838 $ 20 % - % 2,858
Furniture and equipment 471 58 - 529
Accumulated depreciation (2,414) - (414) (2,828)

Total capital assets, net $ 8955 78 $ (414)$ 559

Depreciation expense for the years ended June (BB and 2007 was $444,000 and $414,000, respestiokwhich
$374,000 and $343,000, respectively, was allodatéde Bond Funds. The remaining amount was d#dct the Prepaid
Tuition, Scholars Choice, Stable Value Plus, aneédiPortfolio Funds.

5. Bond and Note Issuance Costs:

Bond and note issuance costs as of June 30 acd@ss:
2008 2007

(dollar amounts expressed in thousands)

Bond and note issuance costs $ 14,450 $ 13,442
Less accumulated amortization (4,763) (4,020)
Bond and note issuance costs, net $ 9,687 $ 9,422
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6. Bonds and Notes Payable:

Collegelnvest issues bonds and notes to originadeparchase student loans. Each bond or note leaisgla separate
financing. All financings are revenue bonds oresahat are collateralized as provided in the fimanagreements, by an
assignment and pledge to a Trustee of all Collegsl's rights, title and interest in the investragstudent loans, and loans
purchased from Colorado institutions of higher edionn and the revenues and receipts derived thene f Collegelnvest
has issued bonds and notes in different seriesr umaster indentures which allows cross collatdradizgreater efficiency,
and the ability to issue additional bonds and notes

Restrictive Covenants:

Certain indentures of trust and insurance polisieBide, among other requirements, covenants velati restrictions on

additional indebtedness, limits as to direct amliréct administrative expenses, restrictions tdesttiloan portfolio mix, and

requirements for maintaining certain financialgati Also, certain indentures of trust require éstablishment of reserve
accounts. Collegelnvest was in compliance witthsiovenants as of June 30, 2008 and 2007.

The serial bonds and notes may, at the option #égminvest, be redeemed, without premium, fromilalvke surpluses in
the respective Bond Funds. The term bonds and ravke subject to mandatory redemption at the mah@mount plus
accrued interest to the redemption date to thenertenies are available in the respective Bond §und

Refunding:

Bonds totaling $88.3 million and $21.0 million piewsly issued by Collegelnvest were currently refech (debt legally
satisfied) by the issuance of refunding bonds dutfie years ended June 30, 2008 and 2007, resggctiv

The $88.3 million refunding resulted in an econogadn (difference in the present values of theasld new debt service
payments) of $953,000, based on gross savings.ofrillion.

Liquidity and Insurance Agreements:

Collegelnvest has entered into agreements withlityuidity providers. Pursuant to the Standby Agneats, the Liquidity
Providers agreed, subject to the terms and conditiberein, to purchase certain Series 1999 A-2AaB8dBonds, Series
1989A Bonds or Series 1990A Bonds which are temddesethe owners thereof to the Tender Agent orsaftgiect to
mandatory purchase but are not remarketed by theafeting Agents. The liquidity fees on principal interest are paid
quarterly. On June 5, 2008, Collegelnvest refunteti999 Series A-2 and A-3 Bonds and the liguidgreement relating
to these bonds was terminated.

On March 24, 1999, Collegelnvest entered into aaeagent to obtain municipal bond insurance on greS 1999A-2, A-

3, and A-4 Bonds, Series 1989A Bonds and SerieBA8®nds. The policy insures payment only on stataturity dates

and on mandatory sinking fund installment dateghéncase of principal, and on stated dates fompay, in the case of
interest. The term of the policy is for the lifetbe bonds and requires an annual fee. The SE98S$ A-4 Bonds were paid
in full on March 3, 2008.
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6. Bonds and Notes Payable (continued):

Letter of Credit Agreement:

On June 5, 2008, Collegelnvest entered into arlefteredit agreement. The letter of credit chiisthe trustee to draw on
the letter of credit to pay the principal and aedrinterest on the Series 2008 I-A bonds whictpeoperly tendered by the
owners thereof to the Trustee that are not remeakisy the Remarketing Agent. The agreement igligitscheduled to

expire on June 4, 2010, but may terminate or blaceg prior to such expiration. The bonds areesuithp mandatory tender
or purchase prior to the occurrence of any expinatiermination or replacement of the letter oflire The letter of credit

requires an annual fee. As a part of this trar@acCollegelnvest borrowed $13 million in privatetivity bond cap from

the Colorado Housing and Finance Authority wittoenmitment to return it by December 31, 2008.

The following bonds and notes payable are outstardi
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6. Bonds and Notes Payable (continued):

Issued
Authorized Outstanding (Redeemed) Outstanding Due Within
And Issued June 30, 2007 During 2008 June 30, 2008 One Year

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

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

1999A-4, Mar. 24, 1999 209,000 15,974 (15,974) - -

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

Series 1999IV-Al, Nov. 1, 1999 96,800 64,900 - 64,900 -
Series 1999IV-A2, Nov. 1, 1999 96,800 64,900 - 64,900 -
Series 19991V-A4, Nov. 1, 1999 19,300 19,300 - 19,300 -
Series 2001V-A, July 31, 2001 36,250 36,250 - 36,250 -
Series 2002VII-Al, August 20, 2002 32,000 32,000 - 32,000 -
Series 2002VII-A2, August 20. 2002 16,000 16,000 - 16,000 -
Series 2002VII-A3, August 20, 2003 62,000 62,000 - 62,000 -
Series 2003VIII-Al, April 24, 2003 65,000 65,000 - 65,000 -
Series 20041X-Al, July 22, 2005 38,500 38,500 - 38,500 -
Series 20041X-A2, July 22, 2005 38,525 38,525 - 38,525 -
Series 2004X-A1, December 15, 2005 50,000 50,000 - 50,000 -
Series 2005XI-Al, September 1, 2005 65,000 65,000 - 65,000 -
Series 2005XI-A2, September 1, 2005 66,000 66,000 - 66,000 -
Series 2005XI-A3, September 1, 2005 50,000 50,000 - 50,000 -
Series 2006XI1-Al, August 3, 2006 49,500 49,500 - 49,500 -
Series 2006XI1-A2, August 3, 2006 49,500 49,500 - 49,500 -
Series 2006XI1-A3, August 3, 2006 50,500 50,500 - 50,500 -
Series 2006XI1-A4, August 3, 2006 50,500 50,500 - 50,500 -
Series 2007 XIlI-A1, April 17, 2007 66,000 66,000 - 66,000

Monthly Adjustable I nterest Rate Subordinate Bonds

Series 20041X-B4, July 22, 2005 6,000 6,000 - 6,000 -
Series 2007XI1I-B1 April 17, 2007 21,000 21,000 - 21,000 -
Series 2007XI11-B2, April 17, 2007 19,000 19,000 - 19,000 -
Quarterly Adjustable I nterest Rate Notes

Series 2003VIII-A2, April 24, 2003 120,000 120,000 - 120,000 24,000
Series 20041X-A3, July 22, 2005 96,000 96,000 - 96,000 -
Series 2007 XI11-A2, April 17, 2007 200,000 200,000 - 200,000 -

2008 Series I-A Master Indebture, Variable Rate Bods:

Weekly Adjustable | nterest Rate Bonds

Series 2008I-A 188,300 - 188,300 188,300 -
Bonds and notes payable $ 2,092,430 $ 1,641,304% 84,026 $ 1,725,330% 24,000
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6. Bonds and Notes Payable (continued):

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

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

1989A, Jun. 8, 1989 $ 80,000 $ 80,006 - $ 80,000 $ -
1990A, Jan. 4, 1990 66,655 60,655 - 60,655 -
1999A-2, Mar. 24, 1999 56,000 56,000 - 56,000 -
1999A-3, Mar. 24, 1999 32,300 32,300 - 32,300 -
Monthly Adjustable Interest Rate Notes

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

1999 Series IV Master Indenture, Variable Rate Notg/Bonds:
M onthly Adjustable Interest Rate Notes/Bonds

Series 19991V-A1l, Nov. 1, 1999 96,800 64,900 - 64,900 -
Series 19991V-A2, Nov. 1, 1999 96,800 64,900 - 64,900 -
Series 19991V-A4, Nov. 1, 1999 19,300 19,300 - 19,300 -
Series 2001V-A, July 31, 2001 36,250 36,250 - 36,250 -
Series 2002VII-Al, August 20, 2002 32,000 32,000 - 32,000 -
Series 2002VII-A2, August 20. 2002 16,000 16,000 - 16,000 -
Series 2002VII-A3, August 20, 2003 62,000 62,000 - 62,000 -
Series 2003VIII-Al, April 24, 2003 65,000 65,000 - 65,000 -
Series 20041X-A1, July 22, 2005 38,500 38,500 - 38,500 -
Series 20041X-A2, July 22, 2005 38,525 38,525 - 38,525 -
Series 2004X-A1, December 15, 2005 50,000 50,000 - 50,000 -
Series 2005XI-Al, September 1, 2005 65,000 65,000 - 65,000 -
Series 2005XI1-A2, September 1, 2005 66,000 66,000 - 66,000 -
Series 2005XI-A3, September 1, 2005 50,000 50,000 - 50,000 -
Series 2006XI1-A1, August 3, 2006 49,500 49,500 49,500 -
Series 2006XI11-A2, August 3, 2006 49,500 49,500 49,500 -
Series 2006XI1-A3, August 3, 2006 50,500 50,500 50,500 -
Series 2006XI1-A4, August 3, 2006 50,500 50,500 50,500 -
Series 2007 X1I-Al, April 17, 2007 66,000 66,000 66,000
M onthly Adjustable Interest Rate Subordinate Bonds
Series 20041X-B4, July 22, 2005 6,000 6,000 - 6,000 -
Series 2007XI11-B1 April 17, 2007 21,000 21,000 21,000 -
Series 2007XI11-B2, April 17, 2007 19,000 19,000 19,000 -
Quarterly Adjustable I nterest Rate Notes
Series 2003VIII-A2, April 24, 2003 120,000 120,000 - 120,000 -
Series 20041X-A3, July 22, 2005 96,000 96,000 - 96,000 -
Series 2007XI11-A2, April 17, 2007 200,000 200,000 200,000 -
Fixed Interest Rate Notes
Series 2001VI-A, July 31, 2001 63,800 15,761 (15,761) - -
Fixed Interest Rate Subordinate Notes/Bonds
Series 19951I-B, Jun. 29, 1995 21,000 21,000 (21,000) - -
Bonds and notes payable $ 1,988,930 % 1,195,916 $ 445,388 $ 1,641,304% 15,974
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6. Bonds and Notes Payable (continued):
Weekly Adjustable Interest Rate Bonds:

The weekly adjustable interest rate bonds are sutgepurchase on demand of the holder at a pgoeldo principal
plus accrued interest on seven days notice andedglito Collegelnvest's Remarketing Agent and Beist The
Remarketing Agent is authorized to sell the repaseld bonds at par by adjusting the interest rhtterest is paid
quarterly at a variable rate established weeklyhgyRemarketing Agent. The annual effective irgerate for such
bonds was 3.71% for the year ended June 30, 2Q@08ler certain conditions, the bonds may be condettea
variable rate with varying interest rate perioddma fixed rate. Certain series of the bonds wefiended on June 5,
2008. The remaining bond principal matures on Mdrc2024, September 1, 2024, and December 1, 2042.

Monthly Adjustable Interest Rate Notes/Bonds:

Collegelnvest issued Taxable Senior Asset-Backe@gd\ihat are subject to an auction every 7 days e Auction
Agent determines the interest rate for the subseqeriod. The annual effective interest ratesiach note was 5.38%
for the year ended June 30, 2008. Note princigaliras on June 1, 2039, and June 1, 2040.

Collegelnvest issued Taxable Senior Asset-Backded\inat are subject to an auction every 28 dayslie Auction
Agent determines the interest rate for the subsgqeriod. The annual effective interest ratesiach notes was 5.62%
for the year ended June 30, 2008. Note princigaliras on December 1, 2034, December 1, 2037 uaradl] 2040.

Collegelnvest issued Tax-Exempt Senior Asset-Badkeds that are subject to an auction every 35 ddyen the

Auction Agent determines the interest rate for $hbsequent period. The effective interest ratesfmh bonds was
5.06% for the year ended June 30, 2008. Bond ipehmatures on November 27, 2012, June 1, 203& du2037,

June 1, 2038, December 1, 2038, June 1, 2039,1]@@40 and December 1, 2041.

Collegelnvest issued Taxable Notes under a masienture. Interest on such notes is paid monthéy\ariable rate
equal to a predetermined percentage above the LIBER The annual effective interest rate for sootes was
3.65% for the year ended June 30, 2008. The falgsnatured on March 3, 2008.

Monthly Adjustable Interest Rate Subordinate Bonds:

Collegelnvest issued its Tax-Exempt SubordinateeABacked Bonds concurrently with the issuancehef Taxable
Senior Asset-Backed Notes/Bonds. The Subordinatel8are payable from the Trust Estate on a suimiedbasis to
the Senior Notes/Bonds in accordance with the tefntise master indenture. The Subordinate Bonelsabject to an
auction every 35 days when the Auction Agent detesmthe interest rate for the subsequent perlaterest on the
subordinate bonds is paid on June 1 and DecembEnd annual effective interest rate for such bamals 5.05% for the
year ended June 30, 2008. Bond principal maturekine 1, 2038 and December 1, 2041.

Quarterly Adjustable Interest Rate Notes:
Collegelnvest issued Taxable Senior Asset-Backexhtifly Rate notes at an interest rate equal to el@nth
LIBOR plus 0.225%. The initial floating rate teigithrough June 1, 2008. Subsequent to the irfibating rate

term, the notes will be subject to a quarterly Eunct The annual effective interest rate for suotea was 4.79% for
the year ended June 30, 2008. Note principal reaton December 1, 2032, June 1, 2033, and DeceémBed].
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6. Bonds and Notes Payable (continued):
Fixed Interest Rate Notes:

Collegelnvest issued its Taxable Senior Asset-Bddketes in accordance with the terms of the mastenture.
Interest on the notes is paid and principal matareSeptember 1, December 1, March 1 and Junéhé.ndte principal
matured on June 1, 2007 at an effective rate @%.7

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

Collegelnvest issued its Tax-Exempt SubordinateeABacked Notes/Bonds concurrently with the isseaot the
Taxable Senior Asset-Backed Notes/Bonds. The $uimie Notes/Bonds are payable from the Trust &stat a
subordinate basis to the Senior Notes/Bonds inrdance with the terms of the master indenture.erdést on the
subordinate notes/bonds is paid on June 1 and Dmxeln The Notes/Bonds were refunded as of May2@87 with
tax-exempt, subordinate, auction rate notes. Theal effective interest rate for such notes/boras 6.20% at the time
of refunding.

The scheduled principal and interest payments (baseinterest rates at June 30, 2008) relatingdite@elnvest's
bonds and notes is as follows:

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

2009 $ 24,000 $ 61,072 $ 85,072
2010 - 61,091 61,091
2011 - 61,091 61,091
2012 - 61,239 61,239
2013 19,300 60,640 79,940
2014-2018 - 301,932 301,932
2019-2023 - 301,932 301,932
2024-2028 140,655 244177 384,832
2029-2033 192,000 229,105 421,105
2034-2038 655,075 173,356 828,431
2039-2043 694,300 64,238 758,538
Total bonds and notes payable $ 1,725330% 1,619,873 $ 3,345203

Auction Rate Securities:

Over $1.0 billion of bonds outstanding as of JuBe 2008 are auction rate securitiess of February, 2008
turmoil in the capital markets spilled over inteetAuction Rate Market causing the market to fadl &or
maximum interest rate waivers to take effect. Tdaiased Collegelnvest to incur larger than normigrest
expense for February through June 2008. It ikahfithat the Auction Rate Securities market watover. It
is unclear when Collegelnvest will be able to rafioe this portion of its portfolio due to the djgtian in the
credit market. Rates will be reset back to avemgkare pegged to the 90-day T-bill. Maximumgatary
by indenture for failed auction mode but will ligdbe lower in future periods as maximum rate wavsave
all terminated as of June 30, 2008.
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6. Bonds and Notes Payable (continued):
Floating Rate Notes:

In April 2003, Collegelnvest issued $120 million ibating Rate Notes. The interest rate was rgsatterly based
on 3 Month Libor plus 0.225%. On June 3, 2008,3kées 2003VIII-A2 Floating Rate Notes were naohaeketed
successfully and were converted to Auction Ratauees per the indenture. The failed remarketitgp triggered
accelerated amortization of these bonds. Pringipginents of $6.0 million are due on the first bass day of March,
June, September and December, starting in Septe2b8rand continuing through June 2013.

Private Activity Bond Allocations:

Collegelnvest partnered with the City and Countpefiver and El Paso County/City of Colorado Spritaggansfer

$34.0 million and $18.0 in Public Activity Bond (BAallocation to Collegelnvest, respectively. Cityd County of

Denver high school graduates of 2005-2009 may veagp to $1,500 in loan forgiveness upon collegelgation. El

Paso County high school graduates of 2005-2008dmvaisb receive up to $1,500. To date, $1,500andchave been
forgiven.

PAB’s are tax-benefit bonds issued by governmegamizations for the purpose of providing speciakaficing

benefits for qualified projects such as developnudratffordable education. PAB’s are not cash,rbther the ability

to issue tax-exempt debt.

7. Commitments and Contingencies:

Grants and Other:

Under the terms of federal grants, periodic audrts required and certain costs may be interpretedo being

appropriate expenses under the terms of the gr&ush audits could lead to reimbursement to thetgr agency or
the USDE.

Cash Commitments:

Collegelnvest transferred $4.0 million to the Bdfuhds during the year ended June 30, 2007 to prdeida Loan

Incentives For Teachers program. As of June 308 2(hd 2007, Collegelnvest had committed $1.8 onilio pay

future operating expenses and potential cash flawtfalls of the Prepaid Tuition Fund.

Purchase Commitments:

Collegelnvest had entered into agreements to psechtudent loans from institutions of higher edocaand various
other lenders. As of June 30, 2008, all of theagients were terminated.
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7. Commitments and Contingencies (continued):
Lease Commitments:

Collegelnvest leases certain office facilities unde operating lease agreement which expireSebruary 28, 2018.
College Assist occupies a portion of the officecgpieased by Collegelnvest and reimburses Collggstrior its share
of rent. Collegelnvest has also entered into &ragency sublease agreement with the Departmereftain office

space. The total rent expense for the Fiscal Yeaded June 30, 2008 and 2007 was $216,000 and0®051
respectively. Minimum future lease payments urideragreements are as follows:

200¢ $ 732,00(

201( 732,00(

2011 732,00(

2012 732,00(

2013 732,00(

2014 - 201 3,660,00!
8 7,320,000

Collegelnvest subleases office space to Collegasiiss related party, under an Intra-Department bramdum of
Understanding (MOU). Under the agreement, Colleggst is required to pay rent of approximately $28 per month.
The MOU expires on June 30, 2009, unless the paerger into a written amendment extending the tefrthe
agreement.

8. Retirement Plan:
Plan Description:

Most of Collegelnvest’'s employees participate idedined benefit pension plan. The plan’s purpss®iprovide
income to members and their families at retirenoenh case of death or disability. The plan i®atsharing multiple
employer plan administered by the Public Employdatirement Association (PERA). PERA was establishy
state statute in 1931. Responsibility for the oigaion and administration of the plan is placdathwhe Board of
Trustees of PERA. Changes to the plan requirecturaraal assessment and legislation by the Gedeasg¢mbly. The
state plan and other divisions’ plans are inclugleBERA’s financial statements, which may be oladity writing
PERA at PO Box 5800, Denver, Colorado 80217, byintcplPERA at 1-800-759-PERA (7372), or by visiting
http:/Avww.copera.org

Non-higher education employees hired by the stit¢ée dJanuary 1, 2006 are allowed 60 days to etepatticipate in a
defined contribution retirement plan administered the state’s Deferred Compensation Committee rathan
becoming a member of PERA. If that election is matde, the employee becomes a member of PERA, hend t
member is allowed 60 days from commencing employnerelect to participate in a defined contributipian
administered by PERA rather than the defined bepkfn.

Prior to legislation passed during the 2006 sessigmer education employees may have participatsedcial security,
PERA'’s defined benefit plan, or the institutionjgtional retirement plan. Currently, higher edumatmployees, except
for community college employees, are required ttigipate in their institution’s optional plan, divailable, unless they
are active or inactive members of PERA with attleag year of service credit. In that case they afect either PERA
or their institution’s optional plan. Community EBxe employees hired after January 1, 2008, angrestjto become
members of PERA and must elect either PERA’s défirenefit or defined contribution plan within 60/daunless they
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8. Retirement Plan (continued):

Plan Description (continued):

had been a PERA member within the prior twelve tentin that case they are required to remainénRBERA plan
in which they participated previously.

PERA members electing the defined contribution plenallowed an irrevocable election between toers®and fifth

year to use their defined contribution account tlocpase service credit and be covered under thaedebenefit

retirement plan. However, making this electionjsats the member to the rules in effect for thosedhon or after

January 1, 2007, as discussed below. Employeribatibns to both defined contribution plans are #ame as the
contributions to the PERA defined benefit plan.

Defined benefit plan members (except state troQpest after five years of service and are eligiblefull retirement
based on their original hire date as follows:

e Hired before July 1, 2005 — age 50 with 30 yearsesVice, age 60 with 20 years of service, or dgeith 5
years of service.

e Hired between July 1, 2005 and December 31, 2086y-age with 35 years of service, age 55 with 3rge
of service, age 60 with 20 years of service, or@gwith 5 years of service.

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

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

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

e Hired on or after January 1, 2007 — age 55 withiimum of 5 years of service credit and age plusryof
service equals 85 or more.

State troopers and judges comprise a small pegemfiplan members but have higher contributioas;adnd state
troopers are eligible for retirement benefits #fiedent ages and years of service.

Members automatically receive the higher of theéndef retirement benefit or money purchase benefietrement.

Defined benefits are calculated as 2.5 percentstithe number of years of service times the highestage salary
(HAS). For retirements before January 1, 2009, HA&lculated as one-twelfth of the average otiilgbest salaries
on which contributions were paid, associated witlee periods of 12 consecutive months of servieditand limited

to a 15 percent increase between periods. Foemgnts after January 1, 2009 or persons hired after January 1,
2007, more restrictive limits are placed on saiacyeases between periods used in calculating HAS.

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

o Hired between July 1, 2005 and December 31, 20@te-desser of 3 percent or the actual increaséen t
national Consumer Price Index.
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8. Retirement Plan (continued):
Plan Description (continued):

e Hired on or after January 1, 2007 — the lessermdr8ent or the actual increase in the nationasGuer Price
Index, limited to a 10 percent reduction in a resestablished for cost of living increases relagittly to
those hired on or after January 1, 2007. (Thervese funded by 1 percentage point of salariedrirted by
employers for employees hired on or after JanuagpQ7.)

Members disabled, who have five or more years ofice credit, six months of which has been earrieckesthe most
recent period of membership, may receive retirerbengefits if determined to be permanently disabléca member
dies before retirement, their eligible children enthe age of 18 (23 if a full time student) orithepouse may be
entitled to a single payment or monthly benefit papts. If there is no eligible child or spousenttimancially
dependent parents, beneficiaries, or the membstades may be entitled to a survivor’s benefit.

Funding Policy:

The contribution requirements of plan members dradr temployers are established, and may be ameiyethe
General Assembly. Salary subject to PERA contidiouis gross earnings less any reduction in payffset employer
contributions to the state sponsored IRC 125 piiabéished under Section 125 of the Internal Regeéude.

Most employees contribute 8.0 percent (10.0 peroerstate troopers) of their salary, as define@RRS 24-51-101(42),
to an individual account in the plan. From JulgQQ7, to December 31, 2007, the state contriblieth percent (13.85
percent for state troopers and 14.66 percent fdtidicial Branch) of the employee’s salary. Fdanuary 1, 2008,
through June 30, 2008, the state contributed 1@dd8ent (14.75 percent for state troopers and 1pebéent for the
Judicial Branch). During all of Fiscal Year 2009-0.02 percent of the employees’ total salary aliasated to the

Per Colorado Revised Statutes, an amortizatiomg@eri 30 years is deemed actuarially sound. At b 31, 2006,
the division of PERA in which the state particigat@as underfunded with an infinite amortizationiqer which
means that the unfunded actuarially accrued ligtwbuld never be fully funded at the current ciimttion rate.

In the 2004 legislative session, the general asseauithorized an Amortization Equalization Disburent (AED) to
address a pension-funding shortfall. The AED rneguPERA employers to pay an additional .5 peroésialary in
January of 2006, another .5 percent of salary Gv2@nd required in subsequent years increasdspeircent of salary
until the additional payment reaches 3.0 perce@0i?.

In the 2006 legislative session, the general adgesmithorized a Supplemental Amortization EqualabDisbursement
(SAED) that requires PERA employers to pay an &dit one half percentage point of total salariail fpeginning
January 1, 2008. The SAED is scheduled to incregsme half percentage point through 2013 resultireycumulative
increase of three percentage points. For stateogensl, each year’s one half percentage point isergathe SAED will
be deducted from the amount of changes to statéogegs’ salaries, and used by the employer to paysAED. Both
the AED and SAED will terminate when funding levedach 100 percent.

Historically members have been allowed to purclsaseice credit at reduced rates. However, legislatpassed in the
2006 session required, that future agreementsrthase service credit be sufficient to fund thatesl actuarial liability.

Collegelnvest’s contributions to the Defined BenEfan and the Health Care Trust Fund for the ffigears ending June
30, 2008, 2007 and 2006 were $203,000, $186,006256,000, respectively. These contributions imetcontribution
requirement for each year.
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9. Voluntary Tax-deferred Retirement Plans:

PERA offers a voluntary 401k plan entirely sepafaten the defined benefit pension plan. The Stdfers a 457
deferred compensation plan and certain agenciematiimitions of the State offer 403b or 401(angla

10. Other Postretirement Benefits and Life Insurace:

Health Care Program

The PERA Health Care Program began covering beregfipients and qualified dependents on July 16198his
benefit was developed after legislation in 198%l@s&thed the Program and the Health Care Fundpiibgram was
converted to a trust fund in 1999. The plan is st-sbaring multiple-employer plan under which PE&/bsidizes a
portion of the monthly premium for health care aagge. The benefits and employer contributionseatablished in
statute and may be amended by the General AssemBIgRA includes the Health Care Trust Fund in its
Comprehensive Annual Financial Report, which mayplbined by writing PERA at PO Box 5800, Denveaslatado
80217, by calling PERA at 1-800-759-PERA (7372)bypwisiting http://www.copera.org

After the PERA subsidy, the benefit recipient p#ys balance of the premium through an automatieictezh from

the monthly retirement benefit. Monthly premiunstofor participants depend on the health care gpddected, the
PERA subsidy amount, Medicare eligibility, and thamber of persons covered. Effective July 1, 2@0® maximum
monthly subsidy is $230 per month for benefit remips who are under 65 years of age and who arentited to

Medicare; and $115 per month for benefit recipievite are 65 years of age or older or who are u6Berears of age
and entitled to Medicare. The maximum subsidyaseda on the recipient having 20 years of serviedigrand is
subject to reduction by 5 percent for each yeartlean 20 years.

Employees are not required to contribute to theltHe@are Trust Fund, which is maintained by empitsye
contributions as discussed above in Note 8. Baginduly 1, 2004, state agencies/institutions aguired to
contribute 1.02 percent of gross covered wagebdoHealth Care Trust Fund. Collegelnvest conteidu$18,000,
$17,000, and $15,000 as required by statute iraFiéears 2007-08, 2006-07, and 2005-06, respegtiviel each year
the amount contributed was 100 percent of the reduontribution.

The Health Care Trust Fund offers two general typeglans: fully-insured plans offered through ltteacare
organizations and self-insured plans administeoedERA by third party vendors. As of December Z107, there
were 44,214 enrolled participants, including spsumed dependents, from all contributors to the.plahDecember
31, 2006, the Health Care Trust Fund had an unfiliad¢uarial accrued liability of $1.045 billion fanded ratio of
19.9 percent, and a 38-year amortization period.
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11. Risk Management:
Self Insurance

The State of Colorado currently self-insures itsrages, officials, and employees for the risksogbés to which they are
exposed. That includes general liability, motohigke liability, and worker's compensation. Theatst Risk
Management Fund is a restricted General Fund wedldims adjustment, investigation, defense, antaization for
the settlement and payment of claims or judgemagisnst the State except for employee medical slaifProperty
claims are not self-insured; rather the State bashased insurance.

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

The State utilizes the services of Pinnacol Assigdformerly Colorado Compensation Insurance Alityiora related

party, to administer its plan. The State reimbaiBanacol Assurance for the current cost of clgmaisl and related
administrative expenses.

Collegelnvest participates in the Risk ManagememtdE State agency premiums are based on an assgssihmisk
exposure and historical experience. Liabilitiesr@ported when it is probable that a loss hasroetand the amount of
that loss can be reasonably estimated. Liabilitieide an amount for claims that have been imcliut not reported.
Because actual claims liabilities depend on suchptex factors as inflation, changes in legal doesi and damage
awards, the process used in computing claims itialoibes not necessarily result in an exact amo@iaims liabilities
are reevaluated periodically to take into consitfemaecently settled claims, the frequency ofrakiand other economic
and social factors.

The limits of liability for which the State acceptssponsibility pursuant to the Colorado Governelmhmunity Act,
section 24-10-101 are as follows:

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

Each occurrence $600,000

There were no significant reductions or changdéssarance coverage from the prior year. Settleiind did not exceed
insurance coverage in any of the past three fiszais.

Furniture and Equipment

The State of Colorado carries a $15,000 deduatédgacement policy on all state owned furniture eqdipment. For
each loss incurred, Collegelnvest is responsibtettfe first $1,000 of the deductible and the StfteColorado is
responsible for the next $14,000 of the deductiBlry loss in excess of $15,000 is covered bytkarance carrier up to
replacement cost.
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12. Net Assets:
The Funds have net assets consisting of three gmmpmo— invested in capital assets, restricteduarestricted.

Invested in capital assets consists of capitatssset of accumulated depreciation. The Funde hawdebt outstanding
related to capital assets. As of June 30, 20082a@F, the Funds had invested in capital asse®340,000 and
$559,000, respectively.

Restricted assets include net assets that ardctedtrfor use either externally imposed by creditograntors,
contributors, or laws and regulations of other goweents or imposed by law through constitutionalvfsions or
enabling legislation. The Funds had restrictedagsets of $181.0 million and $192.7 million aswfe 30, 2008 and
2007, respectively. The Bond Funds restrict ns¢i@sto uses prescribed in the respective finarsoogments. The
CEAS Trust restricts net assets to uses prescrilpettr Senate Bill 05-003 to pay for costs of impmeating,
marketing, and administering the Scholarship Prodia the purpose specifically outlined in the stat

Unrestricted net assets consists of net assetddhabt meet the definition of invested in capass$ets or restricted net
assets. As of June 30, 2008 and 2007, the Fundisuheestricted net assets of $8.6 million and $8ibion,
respectively. Although the Funds report unrestdatet assets on the face of the statement ofseetsa unrestricted
net assets are to be used by Collegelnvest fapakment of obligations incurred by Collegelnvestanrying out its
statutory powers and duties and are to remainénFtimd and not be transferred or revert to the rgefiend of the
State of Colorado as outlined in 23.3-1-205.4 ef@wolorado Revised Statutes.

13. Department of Education Review:

The USDE performed a review of Collegelnvest in N&06. As a result, Collegelnvest received a figdrom the
USDE regarding under billing of 9.5% Floor Speddbwance Payments (Floor SAP) of approximately $13illion.
Special Allowance Payments (SAP) is a governmelsidy paid to student loan lenders which is designeensure a
competitive return on student loans. Floor SABilelle student loans receive a 9.5% total returtudé&ht loans financed
with tax-exempt bond proceeds originally issuedmio October 1, 1993 generally are eligible farxdfISAP. The under
billing identified in the review began in the quarended March 31, 1999. Collegelnvest has redéatseortfolio from
the quarter ended March 31, 1999 to the presealiegelnvest is in the process of working with USDEletermining
the revised amount of the under billing. Collegebt has not recorded and will not record thigsrinancial statements
until the amount of the under billing has been cheiteed and approved by the USDE.

14. Floor Special Allowance:

In January 2007, the USDE changed its interpretaifothe HEA regarding billings for special allovegnpayments at
the 9.5 percent minimum return rate. Only loars #re first-generation or second-generation |adotgined from an
eligible source, as described in the USDE's Dedle@gue letter FP-07-01 dated January 23, 2007 hanathers, are
eligible for this billing. The USDE suspended dpkallowance payments of 9.5 percent loans, éffedDctober 1,

2006, until lenders completed an audit of its bliggioan population. Collegelnvest completed shidit in January 2008,
and confirmed its eligible loan population to beB#million as of December 31, 2006. Subsequetitly, USDE

reviewed and approved the audit results, and thegensupplemental special allowance payments a®.th@ercent
minimum return rate totaling $1.9 million for theven calendar quarters from October 1, 2006 thrdugie 30, 2008.
Collegelnvest will continue to bill the USDE forespal allowance payments at the 9.5 percent minimetarn rate until

these loans have been paid off or until these lwemastheir eligibility.
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15. Subsequent Events:

During fiscal year 2008, financial markets as a lHwave incurred significant declines in values.oA$ecember 18,
2008, the Plan’s investment portfolio has also iireaia significant decline in the values reportethie accompanying
financial statements. However, because the valueslividual investments fluctuate with market cdiahs, the amount
of investment losses that the Plan will recognizitsi future financial statements, if any, canretietermined.

On December 15, 2008, Collegelnvest entered intoagreements with the USDE; a Master Participatigreement
(MPA) and a Master Loan Sale Agreement (MLSA). BBatograms are legislated by the Ensuring ContirAmzess to
Student Loans Act (Public Law 110-227). The MPlwab Collegelnvest to participate in eligible stotlans with
the USDE and receive funds in order to originatditaahal loans. Under the agreement, Collegelnyests a fee
based on commercial paper as determined quarterllgdbUSDE, plus .50%, on the outstanding amoumtorder to
facilitate the MPA, Collegelnvest also entered iatCustodian Agreement with Manufacturers and Trsadeust
Company (M&T) and amended its consortium serviciggeement with Nelnet to provide services requbgdhe
MPA. Collegelnvest will pay fees for these sergic8he MLSA allows Collegelnvest to sell, or peitgible loans to
the USDE, which it may elect to do from time to&imThese agreement expire on September 30, 2009.

In order to facilitate the agreements, Collegelhwddained bridge financing from College Assistn December 18,
2008, Collegelnvest and College Assist entered atBevolving Financing Agreement (RFA). Under REA,
Collegelnvest may borrow up to $30.0 million fronollége Assist. Collegelnvest will pay interest the unpaid
average daily principal balance outstanding basethe interest rate calculated monthly and pubtishye the State
Treasurer. The RFA expires on September 30, 26@%s terminated prior to that date per the teritseoRFA.
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Independent Auditor’s Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Autlof
Financial Statements Performed in Accordance with
Government Auditing Standards

Members of the Legislative Audit Committee:

We have audited the financial statements of thenkss-type activities and each major fund of
Collegelnvest, Student Loan Program Funds as of@nthe year ended June 30, 2008, and have issued
our report thereon dated December 18, 2008. Welumied our audit in accordance with auditing
standards generally accepted in the United Stdtésnerica and the standards applicable to financial
audits contained iovernment Auditing Sandards, issued by the Comptroller General of the United
States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considef&dllegelnvest Student Loan Program Funds’
internal control over financial reporting as a Bdsir designing our auditing procedures for theppse

of expressing our opinion on the financial statetsiebut not for the purpose of expressing an opinio
on the effectiveness of the entity’s internal cohtver financial reporting. Accordingly, we dotno
express an opinion on the effectiveness of thayéntnternal control over financial reporting.

A control deficiency exists when the design or apien of a control does not allow management or
employees, in the normal course of performing thessigned functions, to prevent or detect
misstatements on a timely basis. A significantigileficy is a control deficiency, or combination of
control deficiencies, that adversely affects thatga ability to initiate, authorize, record, pregs, or
report financial data reliably in accordance widngrally accepted accounting principles such trexiet

is more than a remote likelihood that a misstatdroethe entity’s financial statements that is mittran
inconsequential will not be prevented or detectgthle entity’s internal control.

A material weakness is a significant deficiencycombination of significant deficiencies, that iésuin
more than a remote likelihood that a material mteshent of the financial statements will not be
prevented or detected by the entity’s internal mnt

Our consideration of the internal control over fingl reporting was for the limited purpose desedlib
in the first paragraph of this section and would necessarily identify all deficiencies in the imal
control that might be significant deficiencies. e not identify any deficiencies in internal canit
over financial reporting that we consider to beenat weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance aboutheh€ollegelnvest Student Loan Program
Fund’'s financial statements are free of materiabstatement, we performed tests of its
compliance with certain provisions of laws, regwlas, contracts, and grant agreements,
noncompliance with which could have a direct andemal effect on the determination of
financial statement amounts. However, providing @ginion on compliance with those
provisions was not an objective of our audit ardoadingly, we do not express such an opinion.
The results of our tests disclosed no instancesanicompliance or other matters that are
required to be reported unddovernment Auditing Standards.

This report is intended solely for the informatimd use of the Legislative Audit Committee and
management and is not intended to be and shouldb@&aised by anyone other than these
specified parties.

%WALA

Greenwood Village, Colorado
December 18, 2008
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m Clifton
Gunderson LLP

Certified Public Accountants & Consultants

Required Communications to the Legislative Audit Conmittee
December 18, 2008
Members of the Legislative Audit Committee

This letter is to provide you with information atosignificant matters related to our audit of the
financial statements of Collegelnvest Student Besgram Funds for the year ended June 30, 2008.

The following are our observations arising from #ulit that are relevant to the Collegelnvest Baxrd
Directors’ (the Board) responsibilities in oversegthe financial reporting process.

Auditor's Responsibilities Under Generally Accepted Auditing Standards. Our audit was
performed for the purpose of forming and expresaimgpinion about whether the financial statements,
that have been prepared by management with thedBoaversight, are presented fairly, in all materia
respects, in conformity with accounting principfgenerally accepted in the United States of America.
Our audit does not relieve the Board or manageifethieir responsibilities.

Other Information in Documents Containing Audited Financial Statements. In connection with the
Collegelnvest Student Loan Program Funds’ finamstialements, we did not perform any procedures or
corroborate other information included in the répddowever, we read management’s discussion and
analysis of financial conditions and results of rapiens and considered whether the informatiorher t
manner in which it was presented was materiallyomsestent with information or the manner of
presentation of the financial statements. Basedwreading, we concluded that the information did
not require revision.

Significant Issues Discussed With Management Prido Retention. We discuss various matters with
management prior to retention as Collegelnvest é&tud.oan Program Funds’ auditors. These
discussions occur in the normal course of our gfmal relationship. There were no significant
issues, including the application of accountingigiples and auditing standards, which were disclisse
with management prior to our retention as auditors.

Consultations with Other Accountants. We were informed by management that they made no
consultations with other accountants on the apjticaof generally accepted accounting principals or
generally accepted auditing standards.
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Qualitative Aspects of Accounting Practices.

Accounting Policies

Management is responsible for the selection andtig@propriate accounting policies. The significan
accounting policies used by Collegelnvest Studer#nLProgram Funds are described in Note 1 to the
financial statements. There were no significardoaating policies or their application which were
either initially selected or changed during theryea

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

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

Accounting Estimates

Accounting estimates are an integral part of tharfcial statements prepared by management and are
based on management’s knowledge and experiencé pastuand current events and assumptions about
future events. Certain accounting estimates aticpkarly sensitive because of their significancehe
financial statements and because of the possibiht future events affecting them may differ
significantly from those expected. There were mmificant accounting estimates of financial data
which would be particularly sensitive and requuestantial judgments by management.

Financial Statement Disclosures
Certain financial statement disclosures are pdaitusensitive because of their significance taficial
statement users. There were no particularly seadihancial statement disclosures.

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

Corrected Misstatements. There were no material misstatements detected asswat of audit
procedures and corrected by management that weegiataeither individually or in the aggregate, to
the financial statements taken as a whole.

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

Disagreements With Management. There were no disagreements with management omdigla
accounting and reporting matters, auditing procesluor other matters which would be significant to
Collegelnvest, Student Loan Program Funds’ findnstatements or our report on those financial
statements.

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

%WALA
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Collegel nvest
Supplementary Schedule - Bond Funds Combining Statement of Net Assets
June 30, 2008 and 2007
(dollar amounts expressed in thousands)

2008 2007
Senior/ M aster Senior/
Insured Subordinate 2008 Total Insured Subordinate Tota
Bond Bond Bond Bond Bond Bond Bond
Fund Fund Fund Funds Fund Fund Funds
Assets:
Current assets:
Restricted current assets:
Investments $ 12,814 $ 49994 $ 99,585 $ 162,393 $ 55,083 $ 321,245 $ 376,328
Student loans, net 5,002 29,729 1,666 36,397 7,390 20,904 28,294
Interest and other receivables 3,340 35,440 2,688 41,468 6,263 31,077 37,340
Collegel ender receivable - 2 - 2 - 8,958 8,958
Prepaid expenses 108 83 14 205 164 94 258
Total restricted current assets 21,264 115,248 103,953 240,465 68,900 382,278 451,178
Noncurrent assets:
Restricted noncurrent assets:
Student |oans, net 168,813 1,339,077 100,736 1,608,626 283,018 1,040,334 1,323,352
Bond and note issuance costs, net 571 8,098 1,018 9,687 1,018 8,404 9,422
Total restricted noncurrent assets 169,384 1,347,175 101,754 1,618,313 284,036 1,048,738 1,332,774
Total restricted assets 190,648 1,462,423 205,707 1,858,778 352,936 1,431,016 1,783,952
Liabilities:
Current liabilities:
Current liabilities payable from restricted assets:
Accounts payable and accrued expenses 660 2,819 159 3,638 419 1,812 2,231
Due from (to) other Funds and other agencies 12,845 (3,203) (6,938) 2,704 46,732 (47,050) (318)
Interest payable 779 2,978 225 3,982 664 4,549 5,213
Bonds and notes payable - 24,000 - 24,000 15,974 - 15,974
Total current liabilities payable from restricted assets 14,284 26,594 (6,554) 34,324 63,789 (40,689) 23,100
Noncurrent liabilities:
Noncurrent liabilities payable from restricted assets:
Arbitrage rebate payable 528 11,740 5717 17,985 10,182 13,592 23,774
Bonds and notes payable 140,655 1,372,375 188,300 1,701,330 228,955 1,396,375 1,625,330
Total noncurrent liabilities payable from restricted assets 141,183 1,384,115 194,017 1,719,315 239,137 1,409,967 1,649,104
Total liabilities 155,467 1,410,709 187,463 1,753,639 302,926 1,369,278 1,672,204
Total restricted net assets $ 35181 $ 51,714 $ 18,244 $ 105,139 $ 50,010 $ 61,738 $ 111,748
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Collegel nvest
Supplementary Schedule - Bond Funds Combining Statement of
Revenues, Expenses and Changesin Net Assets
For the years ended June 30, 2008 and 2007
(dollar amounts expressed in thousands)

2008 2007
Senior/ M aster Total Senior/ Tota
Insured Subordinate 2008 Bond Insured Subordinate Bond
Bond Bond Bond Funds Bond Bond Funds
Fund Fund Fund (Restricted) Fund Fund (Restricted)
Operating revenues:
Interest and special allowance on student loans
(pledged as security on revenue bonds and notes) $ 17,796 $ 77563 $ 416 $ 95,775 $ 19,647 $ 73,139 $ 92,786
Interest income (pledged as security on revenue
bonds and notes) 1,200 7,951 142 9,293 3,050 9,156 12,206
Total operating revenues 18,996 85,514 558 105,068 22,697 82,295 104,992
Operating expenses:
Interest expense 13,946 79,840 228 94,014 11,033 61,057 72,090
Loan servicing costs 1,078 4,827 34 5,939 1,133 4,625 5,758
Rebate tax expense, net 1,828 4,175 (3,540) 2,463 1,293 6,341 7,634
Bond fees 948 1,725 141 2,814 947 1,536 2,483
General and administrative expenses 872 2,976 134 3,982 415 2,019 2,434
Salaries and benefits 399 1,642 - 2,041 422 1,562 1,984
Depreciation and amortization 71 303 - 374 71 272 343
Total operating expenses 19,142 95,488 (3,003) 111,627 15,314 77,412 92,726
Operating income beforetransfers (146) (9,974) 3,561 (6,559) 7,383 4,883 12,266
Transfer to College I n Colorado Scholar ship Trust Fund - (50) - (50) - - -
Transfer from Insured | ndentureto Master 2008 I ndenture (14,683) - 14,683 - - 4,000 4,000
Net assets, beginning of year 50,010 61,738 - 111,748 42,627 52,855 95,482
Net assets, end of year $ 35181 $ 51,714 $ 18,244 $ 105,139 $ 50,010 $ 61,738 $ 111,748
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