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STATE OF INDIANA

AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS
302 WEST WASHINGTON STREET
ROOM E418
INDIANAPOLIS, INDIANA 46204-2765

Telephone: {317) 232-2513
Fax: {317)232-4711
- Web Site: www.in.gov/sboa

November 10, 2008

Mr. Duane Jasheway, Deputy Treasurer
Indiana Education Savings Authority
242 Statehouse

indianapolis, IN 46204

Dear Mr. Jasheway:

We have received the audit reports prepared by London Witte Group, LLC, Independent Public
Accountants, for the periods of July 1, 2003 to June 30, 2004, July 1, 2004 to June 30, 2005, July 1, 2005
to June 30, 2006, July 1, 2006 to June 30, 2007, and July 1, 2007 to June 30, 2008. Per the auditors’
opinions, the audits were conducted in accordance with auditing standards generally accepted in the
United States of America and the financial statements included in the reports present fairly the financial
condition of the Indiana Education Savings Authority as of June 30, 2004, June 30, 2005, June 30, 20086,
June 30, 2007, and June 30, 2008 respectively and the results of its operations for the periods then
ended, on the basis of accounting described in the reports.

The Independent Public Accountants’ reports are filed with this letter in our office as a public
record.

STATE BOARD OF ACCOUNTS
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Indiana Education Savings Authority

We have audited the statements of net assets of the
Indiana Education Savings Authority

as of June 30, 2005 and 2004, and the related statements of revenues, expenditures and
changes in net assets and cash flows for the years then ended. These financial statements
are the responsibility of the Authority's management. Our responsibility is to express an
opinion on these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material

- respects, the financial position of Indiana Education Savings Authority as of June 30, 2005

and 2004, and the results of its operations and cash flows for the years then ended, in
conformity with generally accepted accounting principles in the United States of America.

September 12, 2005

Certified PublicAccountants
OneAmeri'canSquare,Suitez6oo Indianapolis,Indianaq6282
Telephone|317-634- 4747 Facsimilel317-632-2727 Web | LondonWitteGroup.com



INDIANA EDUCATION SAVINGS AUTHORITY

Management Discussion and Analysis

June 30, 2005 and 2004

This section of the Indiana Education Savings Authority's (the Authority) annual financial report
presents our discussion and analysis of the Authority’s financial performance during the fiscal
years ended June 30, 2005 and 2004. Please read it in conjunctlon with the Authority’s financial
statements and accompanying notes.

FINANCIAL HIGHLIGHTS

e There was an 11,817 increase in participant accounts during fiscal year 2005 and a
14,687 increase in participant accounts during fiscal year 2004,

* Net assets have increased $268,213 for 2005 and $171,557 for 2004,

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual financial report consists of two parts: Management's Discussion and Analysis (this
section) and the basic financial statements and notes. The Authority is an instrumentality of the
State of Indiana and foliows the enterprise fund reporting; accordingly, the financial statements
are prepared using the economic resources measurement focus and the accrual basis of
accounting. Enterprise fund statements offer short and long term financial information about the
activities and operations of the Authority. These statements are presented in a manner similar to
a private business.

The Statements of Net Assets and the Statements of Revenues, Expenses, and Changes in Net
Assets provide information about the Authority's financial status. The Statements of Net Assets
include ali of the Authority’s assets and liabilities and the Statements of Revenues, Expenses and
-Changes in Net Assets report all of the revenues and expenses during the time period. The
Statements of Cash Flows report the cash provided and used by operating activites. The
financial statements also include notes that explain and support the information in the statements.



INDIANA EDUCATION SAVINGS AUTHORITY

a

Management Discussion and Analysis

June 30, 2005 and 2004

FINANCIAL ANALYSIS OF THE AUTHORITY

The followmg table is a condensed summary of financial information for the years ended June 30,
2005, 2004 and 2003: :

2005 2004 2003
Net Assets
Current assets $ 651,248 § 381,651 $§ 196,209
Noncurrent assets - - -

Total assets 651,248 381,651 196,209
Current liabilities ' 19,584 18,200 4,315
Noncurrent liabilities - ‘ -

Total liabilities ' 19,584 18,200 4,315
Total Net Assets 631,664 363,451 191,894
Change in Net Assets
Operating revenues 340,755 254,370 132,331
Operating expenses

Marketing expense (16,800) (27,060) (3,119)
Professional fees (55,939) (55,430) (74,070)
Miscellaneous 197 (323) (235)
Operating income (ioss) 268,213 171,557 54,907
Change in Net Assets $ 268,213 § 171,657 § 54,907

The components of current assets are cash and accounts receivable. Cash for 2005 has
increased approximately $266,000 primarily due to increased state authority fees as a result of an
increase in the number of participanis in the plan. The $3,000 increase in 2005 accounts
receivable was due to a higher receivable recorded for out of state enrofiment fees this year.
Current liabilities is made up of accounts payable.

Net assets are categorized as unrestricted and have increased approximately $268,200 for the
year ended June 30, 2005 and $171,600 for the year ending June 30, 2004 as a result of positive
operating income for both fiscal years. There are no outside restrictions placed on the use of the
Authority’s net assets and the Authority has no capital assets which would requxre a restriction to
be reported on net assets.

Operating revenues consist of state authority fees paid by participants. Fee income increased
approximately $86,000 from 2004 and 2004 increased $122,000 from 2003. These mcreases
were a result of an increase in out of state participants in the plan.



Marketing costs decreased for 2005 due to less money being spent on non-reimbursable
expenses. The marketing costs that were incurred in 2004 primarily pertained to the Future
Leaders program, which caused an increase in the expense from 2003. Professional fees are
made up of legal, consulting and audit costs. The decrease in professional fees in 2004 from -
2003 was the result of less money being spent on the study of the Plan performed by Capital
Cities.

The chart below details the change in the composition of the participants in the plan for each
month during the years 2004 and 2005 between in state and out of state participants. As shown,
the in state participant numbers have stayed relatively constant while the growth in participants is
occurring from out of state.
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INDIANA EDUCATION SAVINGS AUTHORITY

Statements of Net Assets

June 30, 2005 and 2004

ASSETS
CURRENT ASSETS 2005 2004
Cash and cash equivalents $ 512,591 $ 246,176
Accounts receivable 138,657 135,475
TOTAL CURRENT ASSETS | ' 651,248 381,651
. LIABILITIES
' CURRENT LIABILITIES
' Accounts payable ‘ 19,584 18,200
. NET ASSETS
l Unrestricted 631,664 363,451
I- TOTAL NET ASSETS $ 631,664 $ 363,451

- The accompanying notes are an integral part of these statements.
-5-



INDIANA EDUCATION SAVINGS AUTHORITY

Statements of Revenue, Expenditures, and Changes in Net Assets

Years Ended June 30, 2005 and 2004

Amount Percent
2005 2004 2005 2004
OPERATING REVENUES ‘
Feeincome - $ 340,755 §$ 254,370 100.0 100.0
OPERATING EXPENDITURES
Professional fees ‘ © 55,939 55,430 16.4 21.8
Marketing / public relations 16,800 27,060 4.9 10.6
Miscellaneous {197) 323 (0.1) 0.1
TOTAL OPERATING EXPENSES | 72,542 ' 82,813 21.2 32.5
OPERATING INCOME (LOSS) 268,213 171,557 78.8 67.5
CHANGE IN NET ASSETS _ 268,213 171,557
NET ASSETS, BEGINNING OF YEAR 363,451 191,894
NET ASSETS, END OF YEAR $ 631,664 $ 363,451

‘

The accompanying notes are an integral part of these statements.
6~




1

INDIANA EDUCATION SAVINGS AUTHORITY

Statements of Cash Flows

Years Ended June 30, 2005 and 2004

CASH FLLOWS FROM OPERATING ACTIVITIES
Cash received from participants $
Cash paid to vendors

NET CASH PROVIDED (USED} BY OPERATING
ACTIVITIES ‘

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR $

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES
Operating income (loss) $
Decrease (increase) in assets
Accounts receivable
Increase (decrease) in liabilities
Accounts payable

NET CASH PROVIDED (USED) BY OPERATING -
ACTIVITIES : ' $

2005 2004
337,573 % 227,722
(71,158) (68,928)

. 266,415 158,794
266,415 158,794
246,176 87,382
512,591 $ 246,176
268,213 § 171,557

(3,182) (26,648)
1,384 13,885
266,415 $ 158,794

- The accompanying notes are an integral part of these statements.

7-
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INDIANA EDUCATION SAVINGS AUTI—IORITY

Notes to Financial Statements

June 30, 2005 and 2004

Summary of significant accounting policies

The significant policies followed by the Indiana Education Saving Authority are summarized as follows:

Nature of operations - The Indiana Education Savings Authority is an instrumentality of the State of
indiana created in 1996 by the indiana General Assembly in L.C. 21-9. The purpose of the Indiana
Education Savings Authority (the "Authority") is to implement, promote and administer educations savings
programs for the State of Indiana. The Authority established the CollegeChoice 529 Investment Plan.

Change in Accounting Principles - The Authority adopted the provisions of Governmental Accounting
Standards Board Statement No. 34, Basic Financial Statements - and Management's Discussion and
Analysis - for State and Local Governments {Statement 34) in 2002, effective July 1, 2001. Statement 34
establishes financial reporting standards for all state and local governments and related entities.
Statement 34 primarily relates to presentation and disclosure requirements and had no impact on net
assets. The impact was on the presentation of net assets and the inclusion of management's discussion
and analysis.

The Authority adopted the provisions of Governmental Accounting Standards Board Statement No. 38,
Certain Financial Statement Disclosures (Statement 38) in 2002, effective July 1, 2001, Statement 38
establishes and modifies certain financial statement note disclosure requiremenis to make the financial
statements more useful in the context of the Statement 34 reporting model. Statement 38 had no impact
on net assets.

The CollegeChoice 529 Investment Plan, an IRS Section 529 plan, provides a vehicle for saving funds on
a tax exempt basis, for use in paying qualified higher education expenses. Effective January 1, 2002, the
earnings of the owner's account are exempt from federal and state taxation. The CollegeChoice 529
Investment Plan Trust was created to receive, invest and disburse funds for the benefit of the account
beneficiaries. '

Revenue recognition - Indiana Education Savings Authority receives a $10 state authority fee from each
out of state applicant enrolled in the CollegeChoice 529 Investment Plan. The fees are recognized in the
period earned.

Cash and cash equivalents - The Authority considers cash and cash equivalents to be cash on hand, in
bank accounts, and highly liquid investments with an original maturity of three months or less. At times,
such cash may be in excess of the FDIC insurance limit.

Advertising - Advertising costs are expensed when incurred. Advertising expenditures net of
reimbursements from One Group Administrative Services for the year ended June 30, 2005 and 2004
were $16,800 and $27,060 respectively.
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INDIANA EDUCATION SAVINGS AUTHORITY

Notes to Financial Stafements

June 30, 2005 and 2004

Summary of significant accounting policies (continued)

Net Assets - The Authority's resources are classified for accounting and financial reporting purposes as
unrestricted. The net assets are available for use by the Authority.

Operating Revenues - Revenues are classified as either operating or nonoperating. Operating revenues
are state authority fees received from participants. All other items are considered nonoperating.

Estimates - The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported amounts
and disclosures. Accordingly, actual results could differ from those estimates.

Commitment and concentration

The Authority has signed a five year service agreement with JP Morgan Asset Management (formerly
OneGroup Administrative Services), which designates JP Morgan as the primary provider of investment
and administrative services for the CollegeChoice 529 Investment Plan, as well as, the trustee for the
CollegeChoice 529 investment Plan Trust. In exchange, JP Morgan, committed to spend a minimum’
amount to market the Program for each of the program years until the agreements expiration on
December 13, 2008. The Authority received $166,817 in 2005 and $136,853 in 2004 for reimbursement
of the marketing of the Plan. These amounts were partially for 2004 and 2003 expenses which were
recorded as a receivable in those years. There was $88,017 recorded as a receivable during 2005 and
$68,845 recorded as a receivable for 2004 for marketing expenses incurred by the Authority which will be
reimbursed by JP Morgan Asset Management.

Payments made on behalf of IESA

The indiana Board for Depositories (Board) has been allowed through legislation to pay expenses of the
Indiana Education Savings Authority through the year 2011. The Board currently pays the salary of the
executive director of the CollegeChoice 529 Investment Plan, the entire lease payment for office space
that the Board and the Authority share, as well as, some of the Authority's legal fees. These expenses
were approximately $54,100 for 2005 and $55,800 for 2004.
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September 12, 2005

To the Board of Directors
of Indiana Education Savings Authority

In planning and performing our audit of the financial statements of Indiana Education Savings Authority for the
years ended June 30, 2005 and 2004, we considered its internal control structure in order to determine our
auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide
assurance on the internal control structure. We noted no matters involving the internal control structure and its
operation that we consider to be reportable conditions under standards established by the American Institute of
Certified Public Accountants. Reportable conditions involve matters coming to our attention relating to
significant deficiencies in the design or operation of the internal control structure that, in our judgement, could
adversely affect the organization's ability to record, process, summarize, and report financial data consistent
with the assertions of management in the financial statements.

A material weakness is a reportable condition in which the design or operation of one or more of the internal
control structure elements does not reduce to a relatively low level the risk that errors or irregularities in
amounts that would be material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned functions.

Our consideration of the internal control structure would not necessarily disclose all matters in the internal
control structure that might be reportable conditions and, accordingly, would not necessarily disclose all
reportable conditions that are also considered to be material weaknesses as defined above.

- This report is intended for the information of management.

O{amwlavd Witz é/lrauﬂ we

London Witte Group, LLC

Certified PublicAceountants
OneAmericanSquare, Suitez6c0 Indianapolis,Indianag6282

Telephonel317-634- 4747 Facsimile|317-632-2727 WeblLondonWitteGroup.com




INDIANA EDUCATION SAVINGS AUTHORITY
(A Component Unit of the State of Indiana)

CONTENTS

Independent Auditors' Report

Financial Statements
Management's Discussion and Analysis
Statements of Net Assets
Statements of Revenues, Expenditures, and Changes in Net Assets
Statements of Cash Flows

Notes to Financial Statements

Pages



LONDON
WITTE
GROUP

INDEPENDENT AUDITORS' REPORT

To the Board of Directors of the
Indiana Education Savings Authority

We have audited the statements of net assets of the

Indiana Education Savings Authority
(A Component Unit of the State of Indiana)

as of June 30, 2007 and 2008, and the related statements of revenues, expenditures and
changes in net assets and cash flows for the years then ended. These financial statements are
the responsibility of the Authority's management. Our responsibility is to express an opinion on
these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Indiana Education Savings Authority as of June 30, 2007 and 2006,
and the results of its operations and cash flows for the years then ended, in conformity with
generally accepted accounting principles in the United States of America.

dgwajtdjﬁgé;“43¢u;

September 25, 2007

Certified PublicAccountants
OneAmericanSquare,Suite26o0o Indianapolis, Indiana4 6282
Telephonei317-634- 4747 Facsimile|317-632-2727 Web| LondonWitteGroup.com



INDIANA EDUCATION SAVINGS AUTHORITY
(A Component Unit of the State of Indiana)

Management Discussion and Analysis

June 30, 2007 and 2006

This section of the Indiana Education Savings Authority’s (the Authority) annual financial report presents
Management’s discussion and analysis of the Authoritys financial performance during the fiscal years
ended June 30, 2007 and 2006, Please read it in conjunction with the Authontys financial statements
and accompanying notes.

FINANCIAL HIGHLIGHTS

e There was an increase of the number of participant accounts of 17,237 during fiscal year 2007
and an increase of 5,271 participant accounts during fiscal year 2006.

e  Net assets have increased $93,600 for 2007 and $66,600 for 2006.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual financial report consists of two parts: Management’s Discussion and Analysis (this section)
and the basic financial statements and notes. The Authority is an instrumentality of the State of Indiana
and follows the enterprise fund reporting; accordingly, the financial statements are prepared using the
economic resources measurement focus and the accrual basis of accounting. Enterprise fund statements
offer short and long term financial information about the activities and operations of the Authority. The
purpose of the Authority is to manage, promote, and advertise the CollegeChoice 529. These statements
are presented in a manner similar to a private business.

The Statements of Net Assets and the Statements of Revenues, Expenses, and Changes in Net Assets
provide information about the Authority’s financial status. The Statements of Net Assets include all of the
Authority’s assets and liabitities and the Statements of Revenues, Expenses and Changes in Net Assets
report all of the revenues and expenses during the time period. The Statements of Cash Flows report the
cash provided and used by operating activities. The financial statements also include notes that explain
and support the information in the statements.



INDIANA EDUCATION SAVINGS AUTHORITY
(A Component Unit of the State of Indiana)

Management Discussion and Analysis

June 30, 2007 and 2006

FINANCIAL ANALYSIS OF THE AUTHORITY

The following table is a condensed summary of financial information for the year ended June 30, 2007,

2006 and 2005:
2007 2006 2005
Net Assets
Current assets $ 852,300 $ 844500 % 651,200
Total assets 852,300 844 500 651,200
Current liabilities 60,400 146,200 19,600
Total liabiiities 60,400 146,200 19,600
Total Net Assets 791,800 698,300 631,600
Change in Net Assets
Operating revenues 462,800 425,300 340,800
Operating expenses
Marketing expense (341,500) (313,300) (16,800)
Professional fees (58,100) (55,900) (55,800)
Miscellaneous - (300) 200
Operating income (loss) 63,200 55,800 268,300
Interest Income 30,400 10,800 -
Change in Net Assets 3 93600 $ 66,600 $ 268,300

Note: Amounts rounded to nearest one hundred ($100) dollars.

The components of current assets are cash and accounts receivable. Cash for 2007 has increased
approximately $249,100 primarily due to additional out of state participants in the plan. The $241,300
decrease in 2007 accounts receivable was due to not having any reimbursements for marketing
expenses outstanding as of the end of the fiscal year. Current liabilities are accounts payable.

Net assets are categorized as unrestricted and have increased approximately $93,600 for the year ended
June 30, 2007 and $66,600 for the year ending June 30, 2006 as a result of operating income for both
fiscal years. There are no outside restrictions placed on the use of the Authority’s net assets and the
Authority has no capital assets which require a restriction to be reported on net assets.



INDIANA EDUCATION SAVINGS AUTHORITY
(A Component Unit of the State of Indiana)

Management Discussion and Analysis

June 30, 2007 and 2006

Operating revenues consist of state authority fees paid by participants. Fee income increased
approximately $28,000 from 2006 and 2006 increased $85,000 from 2005. These increases were a
result of an increase in out of state participants in the plan.

Marketing costs increased for 2007 and 2006 due to more money being spent on non-reimbursable
expenses. Professional fees are made up of legal, consulting and audit costs. The largest component of
professional fees was the ongoing analysis of the Plan performance at a cost of $50,000 for all three
years.

The chart below detalls the change in the composition of the participants in the plan for each month
during the years 2007 and 2006 between in state and out of state participants. As shown, the in state

participant numbers have stayed relatively constant while the growth in participants is occurring from out
of state.
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INDIANA EDUCATION SAVINGS AUTHORITY
(A Component Unit of the State of Indiana)

Statements of Net Assets

June 30, 2007 and 2006

ASSETS
CURRENT ASSETS 2007 2006
Cash and cash equivalents 3 850,107 $ 601,056
Accounts receivable 2,154 243,461
TOTAL CURRENT ASSETS 852,261 844,517
LIABILITIES
CURRENT LIABILITIES
Accounts payable 60,362 146,206
NET ASSETS
Unrestricted 791,899 698,311
TOTAL NET ASSETS $ 791,899 3 698,311

The accompanying notes are an integral part of these statements.
-5-



INDIANA EDUCATION SAVINGS AUTHORITY
(A Component Unit of the State of Indiana)

Statements of Revenue, Expenditures. and Changes in Net Assets

Years Ended June 30, 2007 and 2006

OPERATING REVENUES
Fee income

OPERATING EXPENDITURES
Professional fees
Marketing / public relations
Miscellaneous
TOTAL OPERATING EXPENSES
OPERATING INCOME (L.OSS)

NON OPERATING INCOME (LOSS)
Interest income

CHANGE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

The accompanying notes are an integral part of these statements.

Amount Percent
2007 2006 2007 2006
$ 462783 $ 425310 100.0 100.0
58,100 55,806 12.8 13.1
341,530 313,279 73.8 73.7
0 325 0.0 0.1
389,630 369,510 86.4 86.9
63,153 55,800 136 13.1
30,435 10,847 6.6 2.6
93,588 66,647 20.2 15.7
698,311 631,664
$ 791899 $ 698,311

-6-




INDIANA EDUCATION SAVINGS AUTHORITY
(A Component Unit of the State of Indiana)

STATEMENTS OF CASH FLOWS

Years Ended June 30, 2007 and 2006

2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from participants $ 704,090 $ 320,506
Cash paid to vendors (485,474) (242,888)
Interest received ‘ 30,435 10,847
NET CASH PROVIDED (USED) BY OPERATING ‘
ACTIVITIES 249,051 88,465
NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS 249,051 88,465
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 601,056 512,591
CASH AND CASH EQUIVALENTS, END OF YEAR $ 850,107 $ 601,056
RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES
Operating income (loss) $ 93,588 § 66,647
Decrease (increase) in assets
Accounts receivable 241,307 (104,803)
Increase (decrease) in liabilities
Accounts payable (85,844) 126,621
NET CASH PROVIDED (USED) BY OPERATING
ACTIVITIES $ 248051 $ 88,465

The accompanying notes are an integral part of these statements.
-7-
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INDIANA EDUCATION SAVINGS AUTHORITY

NOTES TO FINANCIAL STATEMENTS
Years Ended June 30, 2007 and 2006

Summary of significant accounting policies

The significant policies followed by the Indiana Education Saving Authority are summarized as follows:

Nature of operations - The Indiana Education Savings Authority is an instrumentality of the State of Indiana
created in 1996 by the Indiana General Assembly in 1.C. 21-9. The purpose of the Indiana Education
Savings Authority (the "Authority"} is to implement, promote and administer education savings programs
for residents of the State of Indiana. The Authority established the CollegeChoice 529 Investment Plan,

The CollegeChoice 529 Investment Plan, an IRS Section 529 plan, provides a vehicle for saving funds on
a tax exempt basis, for use in paying gualified higher educafion expenses. The eamings of the owner's
account are exempt from federal taxation. The CollegeChoice 529 Investment Plan Trust was created to
receive, invest and disburse funds for the benefit of the account beneficiaries.

The financial statements of the Indiana Education Savings Authority are prepared in accordance with
accounting principles generally accepted in the United States of America {(GAAP). The Authority's
reporting entity applies all relevant Governmental Accounting Standards Board (GASB) pronouncements.
Proprietary funds and similar component units apply Financial Accounting Standards Board {FASB)
pronouncements and Accounting Principles Board (APB)} opinions issued on or before November 30,
1988, unless those pronouncements conflict with or contradict GASB pronouncements, in which case,
GASB prevails. The Authority is reguired fo implement GASB 34 with these financial statements. The
aspects of financial statements content and format, as prescribed by GASB Statement 34, have been
implemented in the financial statements, effective for the year ended June 30, 2005.

The accounting and reperting framework and the more significant accounting principles and practices are
discussed in subsequent sections of this note. The remainder of these notes is organized to provide
explanations, including required disclosures, of the Authority's financial activities for the years ended June
30, 2007 and 2006.

Revenue recognition - The Authority receives a $10 state authority fee from each out of state applicant
enrolled in the CollegeChoice 529 Investment Plan. Fees are received on a calendar year basis and are
recognized in the period earned.

Cash and cash équivalents - The Authority considers cash and cash equivalents to be cash on hand, in
bank accounts, and highly liquid investments with an original maturity of three months or less. At times,
such cash may be in excess of the FDIC insurance limit.

Advertising - Advertising costs are expensed when incurred. Advertising expenditures net of
reimbursements from JP Morgan Asset Management for the year ended June 30, 2007 and 2006 were
$341,530 and $313,279 respectively. JP Morgan Asset Management under contract reimburses the
Authority for advertising expenses made to promote the program.

Net Assets - The Authority's resources are classified for accounting and financial reporting purposes as
unrestricted. The net assets are available for use by the Authority.

Operating Revenues - Revenues are classified as either operating or nonoperating. Operating revenues
are state authority fees received from participants. All other items are considered nonoperating.

Estimates - The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported amounts
and disclosures. Accordingly, actual results could differ from those estimates.
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INDIANA EDUCATION SAVINGS AUTHORITY

NOTES TO FINANCIAL STATEMENTS
Years Ended June 30, 2007 and 2006

Commitment and concentration

The Authority has signed a five year service agreement with JP Morgan Asset Management, which
designates JP Morgan Asset Managemeni as the primary provider of investment and administrative
services for the CollegeChoice 529 Investment Plan, as well as, the trustee for the CollegeChoice 529
Investment Plan Trust. In exchange, JP Morgan Asset Management, committed to spend a minimum
amount to market the Program for each of the program years untii the agreement's expiration on
December 13, 20068, The Authority renewed this contract in December, 2006 for one year. The Authority
received $293,689 in 2007 and $227,278 in 2008 for reimbursement of the marketing of the Plan. These
amounts were partially for 2006 and 2005 expenses which were recorded as a receivable in those years.
There was $0 recorded as a receivable during 2007 and $233,640 recorded as a receivable for 2006 for
marketing expenses incurred by the Authority which will be reimbursed by JP Morgan Asset Management.

Payments made on behalif of The Authority

The indiana Board for Depositories (Board) is allowed through legislation to pay expenses of the Indiana
Education Savings Authority through the ysar 2011. The Board currently pays the salary of the executive
director of the CollegeChoice 529 Investment Plan, the entire lease payment for office space that the
Beard and the Authority share, as well as, some of the Authority's legal fees. These expenses were
$101,168 for 2007 and $52,707 for 2006.




LONDON
WITTE
GROUP

September 25, 2007

To the Board of Directors of the
Indiana Education Savings Authority

In planning and performing our audit of the financial statements of the Indiana Education Savings
Authority for the year ended June 30, 2007, in accordance with auditing standards generally accepted
in the United States of America, we considered its internal control over financial reporting (internal
control) as a basis for designing our auditing procedures for the purpose of expressing our opinion on
the financial statements and not for the purpose of expressing our an opinion on the effectiveness of
the Company’s internal control. Accordingly, we do not express an opinion on the effectiveness of
the Company’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. However, during our audit, we noted no matters
involving the internal control and other operational matters that we are required to report to you.

This communication is intended solely for the information and use of management, the board of

directors and others within the organization and is not intended to be and should not be used by
anyone other than these specified parties.

London Witte Group, LLC
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INDEPENDENT AUDITORS' REFORT

To the Board of Directors of the
indiana Education Savings Authority

We have audited the statements of net assets of the

Indiana Education Savings Authority
{A Component Unit of the State of Indiana)

as of June 30, 2008 and 2007, and the related statements of revenues, expenditures and
changes in net assets and cash flows for the years then ended. These financial statements are
the responsibility of the Authority's management. Our responsibility is to express an opinion on
these financial statemenis based on our audit.

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

in our opinion, the financial statements referred to above present fairly; in all material respects,
the financial position of Indiana Education Savings Authority as of June 30, 2008 and 2007,
and the results of its operations and cash flows for the years then ended, in conformity with
generally accepted accounting principles in the United States of America,

Fonelens (W, G,

September 8, 2008




INDIANA EDUCATION SAVINGS AUTHORITY
(A Component Unit of the State of Indiana)

Management Discussion and Analysis

June 30, 2008 and 2007

This section of the Indiana Education Savings Authority’s (the Authority) annual financlal report presents
Management's discussion and analysis of the Authorily’s financlal performance durlng the fiscal years
ended June 30, 2008 and 2007. Please read it in conjunclion with the Authority’s financial stalements
and accompanying notes,

FINANCIAL HIGHLIGHTS

s There was an increase of the number of participant accounts of 43,857 during fiscal year 2008
and an increase of 17,237 patlicipant accounts during fiscal year 2007,

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual financial report consists of two parts: Management's Discussion and Analysis {this section)
and the basic financial statements and notes. The Authority is an instrumentality of the State of Indiana
and follows the enterprise fund reporting; accerdingly, the financial statements are prepared using the
economic resources meastrement focus and the accrual basis of accounting. Enterprise fund statements
offer shor{ and long term financial information about the activities and operations of the Authority. The
purpose of the Authority is to manage, promote, and adverlise the CollegeChoice 529, These staternents
are presented In a manner similar to a private business. .

The Statements of Nat Assels and the Statements of Revenues, Expenses, and Changes in Net Assets
provide information about the Authority's financial status. The Statermnents of Net Assets include all of the
Authority’s assets and liabilities and the Statements of Revenues, Expenses and Changes in Net Assets
report all of the revenues and expenses during the time period. The Statements of Cash Flows report the
cash provided and used by operating activities. The financial statements also Include notes that explain
and support the information in the statemants.




INDIANA EDUCATION SAVINGS AUTHORITY
(A Component Unit of the State of Indiana)

Management Discussion and Analysis

June 30, 2008 and 2007

FINANCIAL ANALYSIS OF THE AUTHORITY

The following table is a condensed summary of financlal information for the year ended June 30, 2008
2007 and 2006

3

2008 2007 2008
Net Assets
Current assets 5 542,000 § 852,300 § 844,500
Total assets 512,000 852,300 844 500
Current liabilities 15,600 60,400 146,200
Total liabilities 15,600 60,400 146,200
Total Net Assets 496,400 791,900 698,300
Change in Net Assets ‘
Operating revenues 473,700 462,800 425,300
Operating expenses
Marketing expense (602,300) {341,500) {(313,300)
Professional fees (1886,800) - (58,100} {55,900)
Miscellanecus {4,100) - {300)
Operating income {loss) {(319,600) 63,200 55,800
interest Income 24,100 30,400 10,800
Change in Net Assets $ (295,500) % 93,600 $ 66,600

Note: Amounts rounded to nearest one hundred ($100) dollars.

The components of current assels are cash and accounts receivable, Cash for 2008 has decreased
approximately $390,900 due to fack of marketing reimbursements from JPMorgan. The $50,600 increase
in 2008 accounts recelvable was due to a relmbursement for marketing expenses outstandlng as of the
end of the fiscal year. Current liabilities are accounts payabie,

Nel assels are calegorized as unrestricted and have decreased approximately $295,500 for the year
ended June 30, 2008 and increased $83,600 for the year ending June 30, 2007 as a result of operating
losses and gains respeciively. There are no outside restrictions placed on the use of the Authority’s net
assets and the Authorlty has no capital assets which require a restriction to be reported on net assets.




INDIANA EDUCATION SAVINGS AUTHORITY
(A Component Unit of the State of Indiana)

Management Discussion and Analysis

June 30, 2008 and 2007

Operating revenues consist of state authority fees paid by participants. Fee income increased
approximately $10,800 from 2007 and 2007 increased $37,500 from 2006. These increases were a
result of an increase in out of state participants in the plan.

Marketing costs increased for 2008 and 2007 due to JPMorgan not reimbursing marketing expenses.
Professional fees are made up of legal, consulting and audit costs. The largest component of
professional fees was for consulting fees with accounted for $142,000 in the current year due to costs
associated with the transition between JPMorgan and UPromise.,

The chart below details the change in the compaosition of the participanis in the plan for each month
during the years 2008 and 2007 between in state and out of state participants. As shown, the out of state
participant numbers have stayed relatively constant while the growth in participants is cccurring from in
state.

Number of Participants FYE 2008 and 2007
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INDIANA EDUCATION SAVINGS AUTHORITY
(A Component Unit of the State of Indiana)

Statements of Net Assets

June 30, 2008 and 2007

ASSETS
CURRENT ASSETS 2008 2007
Cash and cash squivalents $ 459,230 $ 850,107
Accounts receivable : 52,751 2,154
TOTAL CURRENT ASSETS 511,981 852,261
LIABILITIES
CURRENT LIABILITIES
Accounts payable 15,602 60,362
NET ASSETS
Unrestricted 496,389 791,899
TOTAL NET ASSETS $ 496,389 $ 791,899

The accompanying notes are an integral part of these statements.
-5




INDIANA EDUCATION SAVINGS AUTHORITY
(A Component Unit of the State of Indiana)

Statements of Revenue, Expenditures, and Changes in Net Assets

Years Ended June 30, 2008 and 2007

Amount Percent
2008 2007 2008 2007
OPERATING REVENUES
Fee income $ 473688 $ 462,783 100.0 100.0
OPERATING EXPENDITURES
Professional fees 186,941 58,100 39.5 12.6
Marketing / public relations 602,289 341,530 127.1 73.8
Misceltansous 4117 0 0.9 0.0
TOTAL OPERATING EXPENSES 793,347 309,630 187.5 86.4
OPERATING INCOME (LOSS) (319,659) 63,153 {67.5) 13.6
NON OPERATING INCOME (LOSS)
Interest income 24.149 30,435 5.1 6.6
" CHANGE IN NET ASSETS (295,5610) 03,588 (62.4) 20.2
NET ASSETS, BEGINNING OF YEAR 791,899 698,311
NET ASSETS, END OF YEAR $ 496383 $ 791,809

The accompanying notes are an integral part of these statements.
-G-




INDIANA EDUCATION SAVINGS AUTHORITY
(A Component Unit of the State of Indiana)

(- STATEMENTS OF CASH FLOWS

Years Ended June 30, 2008 and 2007

2008 2007
CASH FLOWS FROM OPERATING ACTIVITIES :

Cash received from participants $ 423,001 §$ 704,090
Cash paid to vendors (838,117) (485,474)
Interest received : 24,149 30,435
NET CASH PROVIDED (USED) BY OPERATING

ACTIVITIES - (390,877) 249,051
NET INCREASE (DECREASE) IN CASH AND :

CASH EQUIVALENTS (390,877) 249,051
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 850,107 601,056
CASH AND CASH EQUIVALENTS, END OF YEAR $ 459,230 % 850,107

{:i'f;; ”
RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES
Operating income (loss) $ (295510) $ 93,588
Dacrease (increase) in assets
Accounts receivable (50,597) 241,307
Increase (decrease) in Habilities
Accounts payable (44,770) (85,844)
NET CASH PROVIDED (USED) BY OPERATING
ACTIVITIES $ (390,877) $ 249,051

The accompanying notes are an integral part of these statements.
-7-
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INDIANA EDUCATION SAVINGS AUTHORITY

NOTES TO FINANCIAL STATEMENTS

Years Ended June 30, 2008 and 2007

Summary of significant accounting policies

The significant policles followed by the Indiana Education Saving Authortly are summarized as follows:

Nalure of operations - The Indiana Education Savings Authority is an instrumentality of the State of
Indiana created in 1998 by the indlana General Assembly in L.C. 21-8. The purpose of the Indiana
Education Savings Authority (the "Authority”"} is to implement, promote and administer education savings
programs for residents of the State of Indiena. The Awtherity established the CollageCholce 520
Invasiment Plan.

The ColiegeChoice 529 Investment Plan, an IRS Section 529 plan, provides a vehicle for saving funds on
a tax exempt basis, for use in paying qualified higher educalion expenses. The earnings of the owner's
account are exempt from federal taxation. The CollegeChoice 529 Invesiment Plan Trust was created fo
recaive, invest and disburse funds for the benefit of the account beneficiaries,

The financial statements of the Indiana Education Savings Authority are prepared In accordance with
accounting principles generally accepted in the United States of America (GAAP). The Authority's
reporting entity applies all relevant Governmental Accounting Standards Board (GASB) pronouncements.
Proprietary funds and similar component units apply Financial Accounting Standards Board {FASB)
proncuncemenis and Accounting Principles Board (APB} opinions issued on or before Movember 30,
1989, unless those pronouncements condlict with or contradict GASB pronouncements, in which case,
(GASB prevails. The Authority is required to implement GASE 34 with these financial statements. The
aspecis of financlal stalements content and format, as prescribed by GASB Siatement 34, have been
implemented In the financial statements, effective for the year ended June 30, 2005,

The accounting and reporting framework and the more significant accounting principles and practices are
discussed in subssquent sections of this note. The remainder of these notes are organized to provids
axplanations, including required disclosures, of the Adthority's financial activities for the years ended Juns
30, 2008 and 2007.

Revenue recognilion - The Authorily receives a $10 state authority fee from each cut of state applicant
enrolied in the CollegeChoice 529 Investment Plan. Fess are received on a calendar year basis and are
recegnized In the period earned.

Cash and cash squivalents - The Authorily considers cash and cash equivalents to be cash on hand, in
bank accounts, and highly liquid investments with an original maturity of three months or less. At times,
such cash mmay be in excess of the FDIC insurance limit,

Advertising - Advertising costs afe expensed when incurred. Advertising expenditures net of
reimbursements from JPMorgan Asset Management for the years ended June 30, 2008 and 2007 were
$602,289 and $341,530, respectively. JPMorgan Asse! Management, under confract, relmburses the
Autherity for advertising expenses made to promote the program.

Net Assets - The Authority's resources are classified for accounting and financial reporting purposes as
unrestricted. The net assets are available for use by the Authority,

Operaling Revenues - Revenues are classliled as sither operating or noncperating. Operating revenues
are state authorily fees received from participants. All other items are considered ncmoperaimg

Esiimates - The preparation of financial statements in conformity with generally accepted accounting
principes requires management to make estimates and assumptions that affect certain reperted amounts
and disclosures. Accordingly, actual results couid differ from those estimates.
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INDIANA EDUCATION SAVINGS AUTHORITY

NOTES TO FINANCIAL STATEMENTS

Years Ended June 30, 2008 and 2007

Commitment and concentration

fn 2000, the Authorily signed a five year service agreement with JPMorgan Asset Management, which
designates JPMorgan Asset Management as the primary provider of investment and administrative
services for the CollegeChoice 529 Investment Plan, as well as, the trustes for the CollegeChoice 529
investiment Plan Trust. In exchange JPMorgan Asset Management commitied io spend a minimum
amount to market the Program for each of the program years untit the agreement's expiration on
December 13, 2008, The Authority has renewed this confract three times since it's original expiration. The
latest agreement stales that the Authority and JPMorgan agree that the current term of the Service
Provider Agreement, which would expire on June 30, 2008 is extended until the earlier of (i) the completion
of the transfer of the Program's assets on the Monday after the conversion of the Program from JPMorgan
to UPromise Investments, Inc. or (i) September 30, 2008, In addition, the contract may be extended past
September 30, 2008 by mutual agreement of partfes. As of the September 8, 2008, the conversion to
UPremise had not cccurred. The Authority received $0 in 2008 and $293,689 in 2007 for reimbursement
of the marketing of the Plan. These amounts were partially for 2007 and 2008 expenses which were
recorded as a receivable in those years. There was $50,000 recorded as a receivable during 2008 and
$0 recorded as a receivable for 2007 for marketing expenses incurred by the Authority which wilt be
reimbursed by JPMorgan Asset Management/Chase Bank.

Payments made on behalf of The Authority

The Indiana Board for Deposilories (Board) is allowed through legislation to pay expenses of the Indiana
Education Savings Authority through the year 2011, The Board currently pays the salary of the executive
director of the CollegeChoice 529 Investment Plan, the entire lease payment for office space that the
Board and the Authority share, as well as, some of the Authority's legal fees. These expenses were
$87,173 for 2008 and $101,168 for 2007,




September 8, 2008

To the Board of Directors of the
Indiana Education Savings Authority

In planning and performing our audit of the financial statements of the Indiana Education Savings
Authority for the year ended June 30, 2008, in accordance with auditing standards generally accepted
in the United States of America, we considered its internal contro! over financial reporting (internal
control) as a basis for designing our auditing procedures for the purpose of expressing our opinion on
the financial statements and not for the purpose of expressing our an opinion on the effectiveness of
the Company’s internal control. Accordingly, we do not express an opinion on the effectiveness of
the Company’s internal control,

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencics in internal control that might be
significant deficiencies or material weaknesses, However, during our audit, we noted no matters
involving the internal control and other operational matters that we are required to report to you.

This communication is intended solely for the information and use of management, the board of
directors and others within the organization and is not intended to be and should not be used by
anyone other than these specified parties,

apamiw Wde éww@, LS

London Witte Group, LLC






