
AGENDA ITEM 6. 
 

FISCAL YEAR 2015 INTERNAL BUDGET 
 
 
Submitted for:              Action 
 

 
Action requested       Staff requests that the Commission approve the Fiscal Year 2015 budgets for 

the Illinois Student Assistance Commission (ISAC) Student Loan Operating 
Fund (SLOF), Illinois Designated Account Purchase Program (IDAPP), and 
the College Illinois!® Prepaid Tuition Program, as printed in the agenda book. 
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ILLINOIS STUDENT ASSISTANCE COMMISSION 
FISCAL YEAR 2015 INTERNAL BUDGET  

 
 

 
Appropriation  
 
ISAC is required by statute to obtain spending authority from the Illinois General Assembly for 
expenditures from all the funds it administers. The only exceptions to this are College Illinois! and 
IDAPP which are both classified as non-appropriated funds.  
 

• Appropriation  (State Funded) 
This represents funding authority for all the scholarship and grant programs administered by ISAC for the 
state like the MAP scholarships, etc. The funding for these programs comes from the state General 
Revenue Fund or other state funds and is allocated for higher education from state resources. Over the last 
nine years all moneys received from the state have been passed on to the students through grants and 
scholarships. Expenses associated with administrating these programs have come from ISAC funds.  Note 
however, that the budget passed by the General Assembly for FY 2015 includes language to allow up to 
2% of funds allocated to MAP to be used for administrative expenses.    
 
Spending Authority (ISAC Funded) 
ISAC is required to have spending authority for all its expenditures even if the funding source is a private 
grant or the Federal government, including the day-to-day business of the FFEL program. The cash 
disbursements for all funds administered by ISAC except IDAPP are processed by the Illinois Office of 
the Comptroller so without the spending authority checks cannot be issued from these funds.  Note that 
the spending authority authorizes annual spending limits from the funds. The spending authority is 
generally well in excess of what ISAC actually expects to spend from the funds. 
 

• Internal Budget (ISAC Funded) 
The internal budget reflects the annual projected revenues and expenditures for the agency for all the 
programs administered by ISAC including the administrative costs associated with administration of the 
state scholarships and grants. 
 
 
Illinois General Assembly Appropriation – Fiscal Year 2015 Budget Update 
 
For FY2015, based on Commission approval at the January 2014 meeting ISAC recommended a budget 
totaling $793.8 million, which represents a $26.9 million increase (3.5 percent) compared to FY2014 
approved appropriation.  
 
The Illinois State General Assembly passed HB 6094 approving appropriations for the agency for FY 
2015.  
 
The attached Table – FY 2013-FY2015 Appropriations, details the agency appropriation budget passed by 
the General Assembly.
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The ISAC FY15 budget highlights include: 
 

• MAP is funded at $373,254,500 (an increase of $56,400, over the FY14 MAP total.)  
• The Commission had requested funding for administrative purposes from the General Revenue 

Fund : 
o $1 million for College Illinois! marketing. 
o $2.3 million to fund ISAC’s outreach efforts and meet the non-federal matching dollars 

requirement to qualify for the federal College Access Challenge Grant (CACG). 
o $3.0 million for Agency State Administration as a result of the loss in revenue due to the 

cut in rehabilitation revenue from the FFEL program 
o Appropriation language that gives the Commission authority to use up to 2 percent of the 

MAP appropriation to fund MAP administrative costs.  
  
The General Assembly did not appropriate any new state general funds this year for CI! marketing or for 
agency administration, but included language to allow MAP line to be used for agency administrative and  
operational costs, not limited to just MAP administration, not to exceed 2 percent of the total MAP 
appropriation and a separate appropriated line of $1,020,700 for outreach. 
 
 
Internal Budget Overview  

 
Following is an analysis of the proposed budget for the Illinois Student Assistance Commission (ISAC) 
for fiscal year 2015 (July 2014 – June 2015) for all its operating and administrative functions. 
 
There are several things to note about the overall ISAC operational budget.   
 

1) The bulk of the revenues for ISAC still come from efforts related to servicing and collections tied 
to the FFELP portfolio. 

2) The Bipartisan Budget Act has decreased the FFEL program rehabilitation rate by over 60%.  
3) Due to insufficient maintenance of effort by the State of Illinois, ISAC is not expected to get the 

funding from the last year of the CACG grant which funded the ISACorps and some other 
outreach efforts.  

4) Retirement expenditures will be up by 2.3 %.   
 
While we have budgeted estimated revenues, there is a level of inherent uncertainty that is discussed later 
in this memo. 
 
From the cost side, there are elements of ISAC’s costs, like pension, group insurance, and data processing 
that are determined by the State.  In some cases, we have not received advance notice of changes in these 
costs before they were assessed, leading to additional uncertainty in budgeting for this area.  
 
In addition, there are several operational overhead expenditures such as building maintenance and 
software / hardware that are critical investments to ensure continuity of the agency’s services.  
 
For College Illinois! some of the costs are volume driven, like investment management fees that are tied 
to asset values or investment gains and account maintenance fees that are tied to the number of contracts 
sold or contact usage. 
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We have tried to provide in the budget for some of these potential contingencies.  That said, we will 
continue to be diligent about minimizing costs and not spending dollars that do not need to be spent in the 
support of ISAC’s mission. 
We have endeavored to craft a budget that is prudent and we can operate within, while minimizing the 
risk of exceeding the budget and needing to have a revised budget approved by the Commission. 
 
The administrative expenditures for ISAC are met by the revenues generated from the three major 
operating funds: The Student Loan Operating Fund, The Illinois Designated Account Purchase Program 
(IDAPP) and the College Illinois! Prepaid Tuition Program.  
 
Attached are the following budget summaries for your reference: 
 

• Comparative individual income statement reflecting FY 2013 actual, FY 2014 budget and 
estimated actual and recommended FY 2015 budget for all four administrative funds for the 
agency. 

 
 

Student Loan Operating Fund (SLOF) - FFELP Guarantor 
 

The Student Loan Operating fund (SLOF) is the primary operating fund which accounts for the majority 
of ISAC’s administrative expenditures. The source of funds for SLOF is the revenue generated from the 
guarantor operations for the Federal Family Education Loan Program (FFELP). 

Revenues / Funding 

Total annualized revenues in FY 2014 are comparable to the prior year. 

The wind-down of the FFELP program has resulted in a steady decrease in the net guarantee portfolio by 
approximately 10% per year. 

• Account maintenance fees earned by ISAC have also decreased by approximately 10%.  

• The default aversion fee has been eliminated due to lack of new delinquencies received from the 
lenders. 

• Overall collection recoveries have also decreased by 10% 

• The increase in rehabilitation revenue has been due to increased loan balances of rehabilitated 
borrowers. 

FFELP FY 2015 Projections: 

• The Bipartisan Budget Act has decreased the rehabilitation rate by over 60%. This represents a 
$13 million decrease in revenues from the FFELP Rehabilitation Program.  

• In addition, the Department of Education has made significant changes to the rehabilitation 
process. This could impact the volume of rehabilitations beginning the last quarter of the fiscal 
year. 

• As the FFELP portfolio continues to wind down we expect that there will be at least a 10% - 15% 
decrease in collection revenue depending on the type of recovery.  

 
As a result of the above factors for FY 2015 ISAC management projects total revenues of $22 million, a 
decrease of $17 million over the prior year. 
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Expenditures: 
 
As a part of the budget process for FY 2015 agency directors examined in detail their respective areas’ 
current funding levels and came back with expenditure estimates as detailed below. 
The primary objective for FY2015 agency wide internal budget is to use the budgeting process as a 
critical tool to ensure the continuity of the agency’s services in spite of decreases in funding and ensure 
that we continue to operate in compliance with appropriate rules to deliver the mission of the agency. 
 
The overall budget provides for $500,000 related to salary increases. This amount would provide for a 
COLA of 1% for all employees and a modest budget amount for promotional, market adjustment and 
other increases for a limited number of employees. 
 
Due to insufficient maintenance of effort from the State of Illinois, ISAC is not expected to get the 
funding from the CACG grant for FY 2015, which is the last year of this Federal grant program. In the 
absence of funds from CACG, SLOF will be paying for most of the cost of running the ISACorps. The 
total cost to run ISACorps and outreach related contractual expenditures will amount to $5 million, $4 
million from SLOF reserves and $1 million from GRF. For details, please see attached tables. 
 
ISAC has applied for a Federal Gear Up grant that could be as much as $3.5 million per year with a 100% 
matching requirement. Because of the timing and uncertainty about whether or not ISAC will receive the 
grant, it has not been included in the budget. We will update the Commission at a future meeting if the 
grant is received. We are not expecting to hear about whether or not we will receive the grant until mid-
September. 
 
As the FFEL program winds down certain areas of the agency are shrinking and require fewer resources 
while other areas are growing and have a critical need for additional resources.  ISAC on an ongoing basis 
will need to continue to examine its organizational structure and reallocate resources based on the 
agency’s priorities.  
 
ISAC believes that there is a critical need to invest additional resources to enhance ISAC’s Business 
Continuity Plan to help ensure that the agency’s operations and the delivery of services are secure in the 
event of a significant business disruption. The FY 2015 budget request includes funding for some 
continuing steps in the implementation of an enhanced Business Continuity Plan for ISAC.   
 
Over the last few years due to funding shortage and cost cutting measures the agency has not invested 
sufficiently in routine maintenance in building facilities and equipment or upgrades in computers and 
software. ISAC believes that these upgrades are critical for long term stability and productivity in the 
agency. The FY 2015 budget reflects expenditures for the maintenance of the Deerfield building and for 
the purchase of new software and other equipment.   
 
Total budgeted gross expenditures before inter-fund allocation for FY 2015 have been estimated at $41.2 
million - an increase of approximately $10.9 million over prior year estimated expenditures.  
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Personnel Services: 
 
 

DETAILS OF INCREASES AND DECREASES IN PERSONNEL SERVICES 
2015 BUDGET OVER 2014 ACTUAL ESTIMATED EXPENDITURES 

          
          
  Estimated Increase in Retirement and Group Insurance $360,000      
  Reserve for Employees on Leave of Absence Including Benefits 950,000     
  New Hires Including Benefits Net of Attrition 545,000     
  Employee Transferred  from CACG  133,000     
  COLA and Promotional Increase 500,000     
         
  Total Increases     $2,488,000  
 
     

 
 
Contractual Services and Building Maintenance: 
 

DETAILS OF INCREASES AND DECREASES IN CONTRACTUAL SERVICES AND BUILDING MAINTENANCE 
2015 BUDGET OVER 2014 ACTUAL ESTIMATED EXPENDITURES 

          

      Outside Collection Agencies Fees   $1,100,000      
      Human Resources Information System   170,000     
      Mainframe Support and Student Portal   510,000     
      Computer Software   15,000     
      Statistical Revolving Fund   100,000     
      IT Audit and Other Contractual Services   210,200     
Total Contractual Increase   $2,105,200   
       
     Building Maintenance   783,000    
     Building Maintenance Capitalized   -230,000    
Net Increase in Building Maintenance     $553,000  
         
Total Increase       $2,658,200  

 
 
Other Administrative Expenses include increases in: 
 

• Printing charges for updated information and materials 
• Equipment expense for upgrading computers  
• Increase in travel  
• Increase in staff training and registration fees  

 
It should be noted that although these increases in expenses are included in the budget the decision will be 
made in the future whether or not to implement the increases as we see how the budget year is shaping up 
and taking into consideration other factors. 
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Inter-fund Allocation 
 
The General Assembly included language to allow up to 2 percent of the MAP line for agency 
administrative and operational costs and a separate appropriation line of $1,020,700 for outreach 
expenditures to be used for administering the ISACorps. We are expecting to use the 2 percent of the 
MAP line for agency administration in FY 2015.  Note – because of the way the state budgets for pension 
and group insurance costs, the 2 percent of MAP saves approximately $10 million of expenditures from 
SLOF. 
 
We also estimate that shared costs allocated to College Illinois! would be approximately $1.6 million. 
 
ISAC management believes that at this point in time these recommended budgetary increases are 
reasonable for continuing operations at current levels. 
 
The unrestricted fund balance at the end of fiscal year 2014 is projected to be over $31 million and is 
estimated to be approximately $25 million at the end of fiscal year 2015. 
 
 
Illinois Designated Account Purchase Program (IDAPP) – Lender of Student Loans 
 

IDAPP is ISAC’s lending arm for student loans. IDAPP also directly originated and services alternative 
student loans. The FFELP student loan disbursements and purchases were funded by bonds issued by 
IDAPP and collateralized with the student loan portfolio.  

In addition IDAPP has also entered into a Mid Term Asset Backed Commercial Paper Program to fund its 
alternative loan program. 

IDAPP’s administrative costs are met through an administrative cost allowance from the Bond Trusts and 
the credit facility which funds the alternative loan program.  

The total administrative cost allowance and other revenues for administrative expenditures for fiscal year 
2015 are estimated at approximately $2.5 million.  
 
As IDAPP’s loan portfolio winds down staffing requirement will decrease. IDAPP’s estimated 
expenditures have decreased and reflect staff who were either redeployed to other areas of the agency or 
laid off. It is estimated that the net income in the fund will be approximately $925,000 in FY 2015. 
 
 
Prepaid Tuition Program – College Illinois! 
 
Program Update and Overview 
 

Each year the Commission is asked to review and approve the planned administrative budget for 
the College Illinois! 529 Prepaid Tuition Program. The proposed Fiscal Year 2015 administrative budget 
has been developed to adequately cover administrative costs of the program.The program’s FY2015 
administrative budget request excluding shared costs totals $9.2 million, an increase of $1.4 million over 
estimated actual total expenditures in the prior year.  
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PERSONNEL SERVICES
New Hire in April FY 2014 $144,000
Increase in Benefits in FY 2015 7,000
Estimated Increase in Direct CI! Payroll for Contingency 121,000
Reserve for LOA Position 104,800

TOTAL PERSONNEL SERVICES $376,800

CONTRACTUAL SERVICES
Increase in Investment Consultant and Legal Fees 222,000
Increase in Records Administration Charges & Custodial Bank Charges 253,000

TOTAL INCREASE CONTRACTUAL SERVICES $475,000

INVESTMENT EXPENSE
Increase in Investment Expense $500,000

OTHER ADMIN EXPENSES
Increase in Printing, Equipment and Travel $13,000

TOTAL INCREASE IN COLLEGE ILLINOIS BUDGET $1,364,800

DETAILS OF INCREASES AND DECREASES IN EXPENDITURES
FY 2015 BUDGET OVER FY 2014 ACTUAL ESTIMATED EXPENDITURES

FOR THE FISCAL YEAR ENDING JUNE 30.

 
 
Following is a narrative summary of major budgetary objectives for FY2014. 
 

Personal Services 
 

The program’s direct Personal Services budget for FY 2015 of $1.3 million, is approximately 
$376,800 more than the prior year.  

 In addition the personnel services line will include expenses for portions of staff to be paid out of 
College Illinois! for shared agency costs based on the cost allocation data from the Time Tracker system 
using actual time spent on College Illinois!  

Contractual Services 
 

• Marketing  
The marketing budget request for FY 2015 totaling $1.7 million is comparable to the prior year.  

• Records Administration and Call Center Services  
The program’s records administration vendor handles account servicing including application processing, 
customer service, financial transaction processing and payment of tuition when a student enrolls in 
college.  These charges are largely volume driven. Call center services are provided by the program’s 
records administration vendor and include handling of incoming program inquiries and phone calls 
throughout the year.  

• Lockbox Services  
Lockbox services include collection and receipt of incoming mail, processing of payments, processing of 
paper applications and ACH services for originating electronic customer payments.  The FY 2015 budget 
request for Lockbox Services remains at the FY 2014 level.  
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• Financial Services  
This includes costs related to:  

• Custodial services  
• Actuarial services,  
• Investment advisory services 
• Insurance costs 
• Legal services  
• Audit costs 

 
Total contractual costs are projected to increase by $475,000 – a 13% increase over the prior year. 
 
Additional Line Items 
 
 There is minimal change in the support lines of Telecommunications, Travel, Commodities and 
Equipment, Postage and Freight, and Printing.  

 
 
Intra-agency Administrative Services 
 
 The Intra-agency Administrative Services component of the College Illinois!  budget represents 
those ISAC personnel and other agency resources used to support the program. Internal operating units 
such as the Print Shop; Mail Center; Information Services; Administrative Services; Research, Planning 
and Policy Analysis (RPPA); Legal Services; Finance and Accounting Division; Program Services and 
Compliance Division; and Marketing and Communications Division provide ongoing support for College 
Illinois!.  

These indirect costs will be determined through the agency’s cost allocation Time Tracker 
system. The FY2015 budget projects a $2 million estimate for intra-agency services. Please note that 
actual costs charged to College Illinois will be based on actual time worked as recorded in the Time 
Tracker system, the majority of the expenses are in the area of Personal Services to cover portions of 
salaries of agency personnel, based on the time they spend working on College Illinois! 
 
Investment Expenses 
 
The FY2015 budget for investment expense has increased from $3.5 million for FY 2014 to $4.0 million 
an increase of over $500,000. Investment expense is the invoice fees paid to traditional managers (mostly 
stocks and fixed income) and the fees paid to LP or subscription funds (hedge funds, etc.) that are not the 
private equity/closed end fund structure.  The increase is due to higher allocation to traditional 
investments and also due to assumptions regarding asset growth through performance. We would only 
pay this much if performance was outstanding. 
 

In addition it is estimated that $4.1 million in management advisory fees will be net out of 
investment income in FY 2015.  This is consistent with the prior year. 
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Illinois Student Assistance Commission
FY 2013-FY2015 Appropriations

FY 2015 Commission Recommendation
whole $

Line I tem
FY13 Appropriation 

Approved*
FY14 Appropriation 
Approved (HB208)

FY15 Commission 
Recommendation

FY15 Appropriation 
Approved (HB6094)

STATE  GENERAL FUNDS 
Monetary Award Program $371,309,400 $373,198,100 $392,231,300 $373,254,500
Personal Services $0 $0 $0 $0
Social Security $0 $0 $0 $0
Contractual Services $0 $0 $0 $0
Agency State Administration $0 $0 $3,000,000 $0
Outreach $0 $0 $2,300,000 $1,020,700
College Illinois! Marketing $0 $0 $1,000,000 $0

TOTAL GENERAL REVENUE FUND $371,309,400 $373,198,100 $398,531,300 $374,275,200

Illinois Incentive for Access Grants $0 $0 $0 $0
Teacher Loan Forgiveness Program $500,000 $500,000 $750,000 $500,000
Minority Teacher Scholarships $2,500,000 $2,500,000 $2,500,000 $2,500,000
Illinois Future Teachers Corps Scholarships $0 $0 $0 $0
Golden Apple Scholars Of Illinois (Beginning FY13) $4,900,000 $6,647,600 $6,647,600 $6,647,600
Student to Student Grants $0 $0 $0 $0
Dependents Grants $1,050,000 $1,050,000 $1,103,600 $1,050,000
National Guard Grants $0 $0 $0 $0
Illinois Veteran Grants $0 $0 $0 $0
Nurse Educator Scholarships $0 $0 $0 $0
Nurse Educator Loan Repayment Program $300,000 $300,000 $450,000 $300,000
Veterans' Home Nurse Loan Repayment Program $30,000 $30,000 $40,000 $30,000
Bonus Incentive Grants $0 $0 $0 $0
Illinois Scholars Program $40,000 $40,000 $0 $40,000
Public Interest Attorney Loan Repayment Program $0 $0 $0 $0
Child Welfare Student Loan Forgiveness Program $0 $0 $0 $0
Community College Transfer Grant Program $0 $0 $0 $0
Grant for a Person Raised by a Grandparent $0 $0 $0 $0
Governors Discretionary Appropriation $0 $0 $0 $0

TOTAL EDUCATIONAL ASSISTANCE  FUND $9,320,000 $11,067,600 $11,491,200 $11,067,600

TOTAL STATE GENERAL FUNDS $380,629,400 $384,265,700 $410,022,500 $385,342,800

FEDERAL FUNDS
STUDENT LOAN OPERATING FUND *
Personal Services $17,208,900 $17,208,900 $17,208,900 $17,208,900
Retirement $5,283,400 $6,937,300 $7,059,100 $7,059,100
Social Security $1,316,600 $1,316,600 $1,316,600 $1,316,600
Group Insurance $5,167,900 $6,000,000 $7,000,000 $7,000,000
Contractual Services $12,378,100 $12,630,700 $12,630,700 $12,630,700
Contractual - Collection Agency Fees $14,600,000 $15,000,000 $15,000,000 $15,000,000
Travel $311,000 $311,000 $311,000 $311,000
Commodities $282,200 $282,200 $282,200 $282,200
Printing $491,000 $501,000 $501,000 $501,000
Equipment $540,000 $540,000 $540,000 $540,000
Telecommunications $1,860,000 $1,897,900 $1,897,900 $1,897,900
Operation of Auto Equipment $38,400 $38,400 $38,400 $38,400
Federal Loan System Development &  Maintenance $3,500,000 $3,500,000 $3,500,000 $3,500,000
Default Fees $0 $0 $0 $0
Operational Expenses, MAP &  Permanent Improvements $0 $0 $0 $0

TOTAL $62,977,500 $66,164,000 $67,285,800 $67,285,800

FEDERAL STUDENT LOAN  FUND 
Loan Guarantee Program $290,000,000 $290,000,000 $290,000,000 $290,000,000

TOTAL $290,000,000 $290,000,000 $290,000,000 $290,000,000
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FEDERAL SCHOLARSHIPS AND GRANTS
Federal College Access Challenge Grant Program $15,000,000 $15,000,000 $15,000,000 $15,000,000
John R. Justice Student Loan Repayment Program $500,000 $500,000 $500,000 $500,000
Federal LEAP/SLEAP - Monetary Award Program $0 $0 $0 $0
Transfer to ED -Paul Douglas Funds Collected $400,000 $400,000 $400,000 $400,000
Federal  Robert C. Byrd Fellowships $0 $0 $0 $0

TOTAL $15,900,000 $15,900,000 $15,900,000 $15,900,000

TOTAL FEDERAL FUNDS $368,877,500 $372,064,000 $373,185,800 $373,185,800

OTHER STATE FUNDS
ISAC Accounts Receivables $300,000 $300,000 $300,000 $300,000
Higher Education License Plate Program $90,000 $90,000 $110,000 $110,000
Optometric Education Scholarship Program $50,000 $50,000 $50,000 $50,000
IVG- National Guard Grant Fund $20,000 $20,000 $20,000 $20,000
Illinois Future Teachers Corps Scholarship Fund $60,000 $140,000 $140,000 $140,000
Contracts and Grants Fund $25,000,000 $10,000,000 $10,000,000 $10,000,000

TOTAL OTHER STATE FUNDS $25,520,000 $10,600,000 $10,620,000 $10,620,000

GRAND TOTAL $775,026,900 $766,929,700 $793,828,300 $769,148,600

* After 2% Appropriation transfer in SLOF
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SLOF
Final

DESCRIPTION FY 2013 FY 2014 FY 2014 FY 2015
Actual Estimated Budget Budget

AGENCY REVENUES

COLLECTIONS 5,862,668                       4,935,567                          5,800,000                           4,000,000                     
REPURCHASE /CONSOLIDATIONS 6,327,902                       7,010,749                          6,000,000                           5,850,000                     
REHABILITATIONS 21,679,732                     23,942,000                       21,000,000                         8,800,000                     
INTEREST & OTHER INVEST INCOME 50,840                             80,649                                50,000                                 50,000                           
LOAN PROCESSING / ISSUANCE FEE -                                         -                                           -                                             -                                      
ACCOUNT MAINTENANCE FEE 3,098,173                       2,874,338                          2,820,200                           2,500,000                     
DEFAULT AVERSION FEE 448,107                           6,869                                  250,000                               -                                      
LEGAL RECOVERIES & MISC INCOME 1,626,163                       750,000                             350,000                               350,000                         
RENTAL INCOME FROM OTHER AGENCIES 983,939                           685,368                             300,000                               600,000                         

TOTAL REVENUES 40,077,525                     40,285,540                       36,570,200                         22,150,000                   

EXPENDITURES

PERSONAL SERVICES & FRINGE BEN 26,006,216                     23,914,874                       28,000,000                         26,402,900                   
CONTRACTUAL SERVICES 6,280,866                       4,649,111                          7,647,900                           6,798,300                     
RENTAL REAL PROP 3,002,587                       1,346,854                          936,400                               1,899,900                     
OTHER ADMIN EXPENSES (200,943)                         574,233                             731,200                               1,192,000                     
ISACORPS DIRECT PERSONNEL COST 3,252,300                     
ISACORPS DIRECT CONTRACTUAL EXPENSES 200,000                         
ISACORPS DIRECT OTHER AMIN EXPENSES 225,000                         
OUTREACH CONTRACTUAL SOFTWARE EXPENSES 1,260,000                     

TOTAL AGENCY EXPENDITURES 35,088,726                     30,485,072                       37,315,500                         41,230,400                   

INTERFUND ALLOCATION

AGENCY ADMINISTRATION-GRF -                                             (10,000,000)                 
OUTREACH-GRF (1,020,700)                   
COLLEGE ILLINOIS ALLOCATED EXPENSES (1,659,952)                      (1,538,562)                        (2,000,000)                          (1,600,000)                   

TOTAL SHARED EXPENSES (1,659,952)                      (1,538,562)                        (2,000,000)                          (12,620,700)                 

TOTAL EXPENDITURES AFTER SHARED 
ALLOCATION 33,428,774                     28,946,510                       35,315,500                         28,609,700                   

NET INCOME 6,648,752                       11,339,030                       1,254,700                           (6,459,700)                   

SLOF MAP PAYMENTS * (119,276)                         (6,875)                                -                                             -                                      

NET INCOME AFTER MAP PAYMENTS 6,768,028                       11,345,905                       1,254,700                           (6,459,700)                   
BEGINNING FUND BALANCE

RESTRICTED- MAP AWARDS 103,529                           222,805                             222,805                               229,680                         
UNRESTRICTED 13,025,560                     19,674,312                       19,674,312                         31,013,342                   

TOTAL BEGINNING FUND BALANCE 13,129,089                     19,897,117                       19,897,117                         31,243,022                   
ENDING FUND BALANCE

RESTRICTED- MAP AWARDS 222,805                           229,680                             222,805                               229,680                         
UNRESTRICTED 19,674,312                     31,013,342                       20,929,012                         24,553,642                   

ENDING FUND BALANCE 19,897,117                     31,243,022                       21,151,817                         24,783,322                   
Note
* This represents payments made for the Monetary Award Grant scholarships from the Student Loan Operating Fund
in FY 2012. The amount was transferred to SLOF from the the General Revenue Fund by a special 
allocation from the Governor's office as additional funding for MAP.

ILLINOIS STUDENT ASSISTANCE COMMISSION
SUMMARY COMPARATIVE INCOME STATEMENT FOR FY 2013, 2014 & 2015

STUDENT LOAN OPERATING FUND
RECOMMENDED BUDGET - FY 2015

Operating Fund
Student Loan
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DESCRIPTION FY 2013 FY 2014 FY 2014 FY 2015
Actual Estimated Budget Budget 

REVENUES

IDAPP SERVICING FEE RECEIVED FROM TRUSTS 2,994,436            2,733,568             2,619,000                2,300,000                  
PUT FEES
FEDERAL SPECIAL ALLOWANCE
NFP FEES-IDAPP 242,632                219,111                 234,000                   172,000                     
NET INCOME FROM BOND REFINANCING * . .

TOTAL REVENUES 3,237,068            2,952,679             2,853,000                2,472,000                  

EXPENDITURES

PERSONAL SERVICES & FRINGE BEN 2,070,932            1,077,352             1,698,000                800,000                     
CONTRACTUAL SERVICES 418,602                153,251                 200,000                   175,000                     
OTHER FEES & EXPENSES 70,476                  58,192                   75,000                      60,000                        
FEDERAL SPECIAL ALLOWANCE (61,847)                6,075                     20,000                      20,000                        
EXTERNAL LOAN SERVICING 716,178                544,607                 660,000                   492,000                     
CONSOLIDATION REBATE FEE 76,428                  (737)                       100,000                   -                                   

TOTAL  EXPENDITURES 3,290,770            1,838,739             2,753,000                1,547,000                  

INTERFUND ALLOCATION

CI! ALLOCATED EXPENSES (13,308)                (38,921)                 -                                 -                                   

TOTAL INTERFUND EXPENSES (13,308)                (38,921)                 -                                 -                                   

TOTAL EXPENDITURES AFTER SHARED 
ALLOCATION 3,277,461            1,799,817             2,753,000                1,547,000                  

NET INCOME (40,393)                1,152,861             100,000                   925,000                     

NET OPERATING TRANSFER FROM TRUST 635,248                (331,743)               

BEGINNING FUND BALANCE 20,950,158          21,545,013           

ENDING FUND BALANCE 21,545,013          22,366,131           

ILLINOIS STUDENT ASSISTANCE COMMISSION
SUMMARY COMPARATIVE INCOME STATEMENT FOR FY 2013, 2014 & 2015

 ILLINOIS DESIGNATED ACCOUNT PURCHASE PROGRAM
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DESCRIPTION FY 2013 FY 2014 FY 2014 FY 2015
Actual Estimated Budget Budget

AGENCY REVENUES

INCOME FROM INVESTMENT SECURITIES 128,584,395              108,927,850           -                           
INTEREST INCOME 187,929                      63,361                     -                           -                         
 OTHER INCOME 823,516                      481,869                   -                           -                         
INVESTMENT ADVISORY FEES NET OUT OF 
INVESTMENT GAINS* (3,570,180)                 (6,010,458)              (4,253,000)             (4,100,000)           
TOTAL REVENUES 126,025,659              103,462,622           (4,253,000)             (4,100,000)           

EXPENDITURES

PERSONAL SERVICES & FRINGE BEN 722,614                      883,369                   1,203,800               1,259,300            
CONTRACTUAL SERVICES 3,637,900                   3,517,823               4,126,300               3,991,600            
OTHER ADMIN EXPENSES 3,248                           (45,263)                    14,500                     17,400                  
INVESTMENT EXPENSE ** 4,168,074                   3,457,220               4,066,200               3,957,300            

TOTAL EXPENDITURES BEFORE COST ALLOCATION 8,531,837                   7,813,149               9,410,800               9,225,600            

INTERFUND ALLOCATION

COLLEGE ILLINOIS ALLOCATED EXPENSES 1,673,261                   1,577,483               2,000,000               2,000,000            
CACG COST ALLOCATED -                                    -                                 -                           -                         

TOTAL EXPENDITURES AFTER SHARED ALLOCATION 10,205,098                9,390,631               11,410,800            11,225,600          

ACCRETION EXPENSE ACCRUED 133,071,413              94,071,991             

GRAND TOTAL EXPENDITURES 143,276,510              103,462,622           11,410,800            11,225,600          

NET INCOME (17,250,851)               (0)                              

BEGINNING FUND BALANCE 420,388,265              403,137,414           

ENDING FUND BALANCE 403,137,414              403,137,414           -                                -                         

NOTE
* Alternative investment managers with closed end funds charge advisory fees that are net out of investment gain.
  This is reflected as a net out of investment gain as a part of investment income above.
  This amount is estimated at $ 6.0 million in FY 2014 and $4.1 in FY 2015.

ILLINOIS STUDENT ASSISTANCE COMMISSION
SUMMARY COMPARATIVE INCOME STATEMENT FOR FY 2013, 2014 & 2015

RECOMMENDED BUDGET - COLLEGE ILLINOIS!

College Illinois!
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DESCRIPTION FFY 2013 FFY 2014 FFY2014 FFY 2015

Actual Estimated Budget Budget

AGENCY REVENUES

GRANT INCOME 4,507,361             4,474,464              4,474,464            
CARRIED OVER FUND 2,017,746             921,619                  921,619                
OUTREACH-GRF 1,020,700                            
OUTREACH-SLOF 3,916,600                            

TOTAL REVENUES 6,525,107             5,396,083              5,396,083            4,937,300                            

EXPENDITURES

PERSONAL SERVICES & FRINGE BEN 3,092,572             3,494,579              3,236,200            3,252,300                            
CONTRACTUAL SERVICES 1,753,162             1,114,397              1,444,922            1,460,000                            
OTHER ADMIN EXPENSES 241,325                 312,607                  240,461                225,000                                
INTERGOVERNMENTAL AGREEMENT 516,429                 474,500                  474,500                -                                         

TOTAL AGENCY EXPENDITURES 5,603,488             5,396,083              5,396,083            4,937,300                            

INTERFUND ALLOCATION

CACG COST ALLOCATED -                          -                                -                         -                                         

TOTAL SHARED EXPENSES -                               -                                -                         -                                         

TOTAL EXPENDITURES AFTER 
SHARED ALLOCATION 5,603,488             5,396,083              5,396,083            4,937,300                            

NET INCOME 921,619                 0                               (0)                           -                                         

BEGINNING FUND BALANCE

ENDING FUND BALANCE 921,619                 0                               (0)                           -                                         

*Note
Due to insufficient maintenance of effort by the State ISAC will not receive funding from the Collage Access
Challenge Grant. Expenditures for the ISACorps and outreach will be met from funds in the 
Student Loan Operating Fund.

ILLINOIS STUDENT ASSISTANCE COMMISSION
SUMMARY COMPARATIVE INCOME STATEMENT FOR FFY 2013, 2014 & 2015

RECOMMENDED BUDGET - ISACORPS AND OUTREACH PROGRAM*
8/16/2014 to 8/15/2015
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	I. BACKGROUND AND PURPOSE
	II. INVESTMENT OBJECTIVES
	1. To ensure the assets of the Fund are invested with the care, skill, prudence and diligence that a prudent person acting in a like capacity would undertake.
	2. To ensure the assets of the Fund are invested in a manner that minimizes and controls the costs incurred in administering and managing the assets.
	3. To meet or exceed the return of the Policy Benchmark consistent with the actuarial soundness of the Fund and the risk level expected from the asset allocation.

	III. ROLES AND RESPONSIBILITIES OF FIDUCIARIES
	1. exercises any discretionary authority or discretionary control respecting management of the Fund, or exercises any authority or control respecting management or disposition of its assets;
	2. renders investment advice or renders advice on the selection of fiduciaries for a fee or other compensation, direct or indirect, with respect to any moneys or other property of the Fund or has any authority or responsibility to do so; or
	3. has any discretionary authority or discretionary responsibility in the administration of the pension fFund or retirement system .
	B. THE ILLINOIS STUDENT ASSISTANCE COMMISSION
	1. Adopting a sound investment policy.  The Policy may be modified from time to time by action of the Commission and shall be adopted annually by the Commission in accordance with the Act.
	2. Adopting a sound asset allocation policy.  The asset allocation policy shall be reviewed and amended as necessary but at least every three years.
	3. Approving any changes to the investment manager structure.
	4. Approving the selection and termination of any investment service provider.
	5. Monitoring and evaluating the investment performance of the Fund and ensuring the risk profile is consistent with Policy objectives.
	6. Establishing the primary duties and responsibilities of those accountable for achieving and reviewing investment results.

	C. INVESTMENT COMMITTEE
	1. Recommending general investment policy for the Fund including:
	a. Asset allocation policy, which establishes and communicates the Committee’s return expectations and risk tolerance;
	b. Investment manager structure policy, which establishes and communicates the Committee’s decisions  recommendations regarding the number and types of investment managers that are appropriate for the Fund; and
	c. Investment manager guidelines, which establish and communicate risk parameters consistent with the overall risk level set for the Fund.

	2. Recommending a bank as Custodian and an Investment Consultant to assist the Commission and the Investment Staff in developing and implementing policy and managing the Fund investments.
	3. Recommending investment managers to fulfill specific roles defined by the manager structure, subject to approval by the Commission.
	4. Monitoring and evaluating each investment manager’s performance relative to established guidelines and objectives.
	5. Recommending the termination and, if appropriate, replacement of an investment manager when prudent.  Termination rational could include, but is not limited to, concerns related to performance, organization, process, or investment style.
	6. Monitoring investment expenses, including investment manager fees, trustee and Custodian fees, and trading costs.

	D. INVESTMENT ADVISORY PANEL
	The “Investment Advisory Panel” (or “Panel”) is established by the Act to provide advice and counsel to the Commission.  The Commission appoints members to the Panel in a manner consistent with the representation prescribed in the Act.  Specific respo...
	1. In accordance with the Act, the Panel shall meet at least twice annually. At least once each year the Commission Chair shall designate a time and place at which the Panel shall meet publicly with the Commission to discuss issues and concerns relati...
	2. The Panel shall offer advice and counseling regarding the investments of the Illinois prepaid tuition program with the objective of obtaining the best possible return on investments consistent with actuarial soundness of the program and the risk le...
	3. The Panel is required to annually review and advise the Commission on provisions of the strategic investment plan (this Investment Policy) for the prepaid tuition program.
	4. The Panel is also charged with reviewing and advising the Commission with regard to the annual report that describes the current financial condition of the program.
	5. The Panel at its own discretion also may advise the Commission on other aspects of the program.

	E. CHIEF INVESTMENT OFFICER
	1. Monitoring the actions of service providers including the Custodian and Investment Consultant.
	2. In conjunction with Investment Consultant, conducting on-going monitoring of the actions of investment managers, including periodic interviews and on-site visits.
	3. In conjunction with the Investment Consultant, developing proposals to enhance the investment plan.  This includes periodic review of the Investment Policy, asset allocation, and investment manager structure.
	4. Overseeing the process of procuring investment service providers to ensure the requirements of the Policy are met.
	5. Preparing meeting agendas for the Investment Committee, Investment Advisory Panel, and investment related items for the Commission.
	6. Directing rebalancing activity in accordance with the Policy, including the investment of cash and contributions and meeting the cash needs of the program.
	7. Working with the Fund’s actuary and auditor.
	8. Monitoring and evaluating applicable governmental regulations and consulting with legal counsel regarding Fund matters.
	9. Verifying the Fund’s compliance with guidelines and reporting deviations to the Investment Committee.
	10. Protecting Fund assets against fraud, error, misrepresentation by third parties and imprudent actions by employees and Fund agents or delegates.
	11. In conjunction with the Accounting Department, developing and maintaining a system of internal controls to assure compliance with this Investment Policy and investment objectives.
	12. Monitoring investment managers regarding their voting of proxies of investment securities managed on behalf of the Fund and providing guidance as appropriate.
	13. Establishing a process that encourages the utilization of qualified Emerging and Minority investment managers and broker dealers in managing the assets of the Program within the bounds of financial and fiduciary prudence and procurement regulation...
	14. Contributing investment information for the Annual Report including a summary of investment performance, comparison to benchmarks, current and historical asset allocation, and other pertinent matters.
	15. The CIO shall keep the Executive Director informed regarding Fund activity, performance, and matters of significant concern.  The CIO shall coordinate joint meetings with the Executive Director and Investment Consultant as needed, but at least qua...
	16. The CIO has the authority and responsibility to ensure that the Commission is adequately informed on matters and concerns relating to Fund investments.  The CIO shall provide investment updates to the Investment Committee and the Commission at lea...

	F. INVESTMENT STAFF
	G. INVESTMENT CONSULTANT
	The primary role of the Investment Consultant is to provide the information, analysis, and advice required by the Investment Staff, Investment Committee, and Commission to carry out their duties and to assist them in developing and implementing a prud...
	1. Assisting in the development, implementation and evaluation of the investment policy that reflects the Fund’s investment objectives including risk tolerance, performance, funded status, and expenses.
	2. To assist in the development, implementation and evaluation of an investment manager structure that provides appropriate diversification with respect to the number and types of investment managers retained.
	3. Making recommendations regarding the identification of appropriate market benchmarks and peer groups against which each investment option should be evaluated.
	4. Assisting in the search process for service providers, including on-site due diligence as required.
	5. Producing quarterly performance evaluation reports to assist in evaluating the investment plan and investment performance.  Such reports will evaluate the performance and risk characteristics of each investment manager relative to established objec...
	6. Monitoring the investment management firms and products employed by the Fund on an on-going basis and inform the CIO and Commission, as appropriate, of any developments that might impact performance of Fund investments.
	7. Educating the CIO and the Commission, as appropriate, on investment issues that could impact the Fund.

	H. CUSTODIAN
	1. Safekeeping services for both domestic and international securities.
	2. Timely settlement of securities transactions, including cross-border investments.
	3. Proper pricing of equities, fixed-income and international securities.
	4. Timely collection of income, including tax reclaim.
	5. Prompt and accurate administration of corporate actions, including proxy issues.
	6. Direct, accurate daily communications with investment managers to ensure trades are correct and confirmed.
	7. Proactive reconciliation with investment managers at least monthly before monthly statements are rendered.
	8. Immediate communication with the CIO regarding any concerns or issues with respect to services provided by the Custodian.

	I. INVESTMENT MANAGERS
	The Commission may authorize the hiring of professional investment managers to manage the assets of the Fund.  The specific duties and responsibilities of each investment manager include, but are not limited to, the following.
	1. Managing those assets of the Fund that are under the supervision of the investment manager in accordance with their specific guidelines and objectives.
	2. Exercising investment discretion in regard to buying, managing and selling Fund assets under the supervision of the investment manager, subject to any limitations contained in the Investment Policy or other governing document between ISAC and the i...
	3. Investment managers have the responsibility for voting proxy issues on securities held.  All proxies will be voted exclusively for the best interests of the Fund.  Investment managers who vote proxies will maintain written policies for proxy voting...
	4. The Investment managers shall also provide written reports to the CIO and Investment Consultant, on at least a quarterly basis, detailing performance for the most recent period, net of all fees.
	5. The investment managers must execute all trading on the portfolios that they manage on a best execution basis and absolutely no soft-dollar trades may occur.  (Soft-dollars refers to a method of paying brokers for non-trading services , such as res...
	6. Investment managers must communicate on a timely basis to the CIO and Investment Consultant:  (1) any significant changes regarding economic outlook, investment strategy, or any other factors which may have an impact upon the achievement of their p...
	7. Participation by Minority/Women/Disabled Owned Broker Dealers:  It is the policy objective of the Commission to increase access and business with minority-owned brokers/dealers.  The term “minority” will be used for all firms as defined in the Illi...

	J. SECURITIES LENDING PROVIDER
	K. ADDITIONAL PROFESSIONALS

	IV. INVESTMENT STRUCTURE
	A. ASSET ALLOCATION
	The asset allocation targets will be reviewed annually for reasonableness in relation to significant economic and market changes or to changes to the investment objectives.   A formal asset allocation study will be conducted as directed, but at least ...

	B. INVESTMENT MANAGER STRUCTURE
	The investment manager structure establishes the investment manager roles that will be used to implement the asset allocation.  The investment manager structure will emphasize simplicity and cost control and toward that end will employ the minimum num...

	C. REBALANCING POLICY
	One essential component of a strategic asset allocation policy is the development and use of rebalancing ranges for the target allocation.  The ranges specified in the table above are a function of the expected liquidity and volatility of each asset c...
	The CIO has the responsibility and authority to rebalance the Fund.  Asset transfers required to carry out the operation of the Program (including cash flow and capital calls) shall be implemented with a bias toward moving the asset allocation closer ...

	D. TRANSITION MANAGEMENT
	E. POLICY BENCHMARK

	V. INVESTMENT SERVICE PROVIDER HIRING GUIDELINES
	A. CLEARLY DEFINED OBJECTIVES
	1. Pending expiration of fixed-length contracts;
	2. Identification of a new asset class or approach;
	3. A need for diversification of styles within an existing asset class; and/or
	4. A need to replace an investment service provider terminated by the Commission or pending termination.

	B. SEARCH AND SELECTION PROCESS
	1. Establish Selection Criteria
	2. Develop Request for Proposal Template and Associated Evaluation/Scoring Template
	3. Posting of the RFP
	4. RFP Screening
	5. RFP Evaluation
	6. Interviews
	7. On-Site due diligence
	8. Identification of prospective winner(s)
	9. Participation of minority-owned investment managers

	C. DEFINING EXPECTATIONS
	1. A description of the organization and key people.
	2. A description of return expectations.
	3. The risks inherent in the manager’s approach.
	4. An analysis of the key concerns and/or risks inherent in the investment.
	5. The proper time horizon for evaluation of results.
	6. Identification of relevant comparative measures such as benchmarks and/or peer samples.
	7. The suitability of the investment within the relevant asset class.

	D. CONTINGENT AND PLACEMENT FEES PROHIBITED
	E. QUIET PERIOD
	1. A Quite Period will commence upon formal action to authorize a search for a service provider (normally publishing the RFP) and end upon termination of the search or contract execution.
	2. Initiation and conclusion of the quiet period shall be communicated to the Executive Director, Investment Staff, members of the Commission and Investment Advisory Panel, and any ISAC employees involved in the search process.
	3. All applicable persons not directly involved in the search process, shall refrain from communicating with service provider candidates regarding any product or service related to the search offered by the candidate throughout the quiet period and sh...
	4. Throughout the quiet period, if any subject person is contacted by a candidate, that person shall refer the candidate to the Fund’s CIO or ISAC's procurement officer.
	5. Information related to the search process shall be communicated by the Investment Consultant, CIO or ISAC's procurement officer to the relevant Investment Committee or Commission as a whole, and not to individual members.
	6. The quiet period does not prevent approved due diligence, client conference attendance or communications with a service provider that happens to be a candidate in the ordinary course of services provided by such service provider; however, discussio...
	7. The provisions of the Policy will apply to service provider candidates throughout the quiet period and shall be communicated to candidates in conjunction with any competitive proposal process.
	8. A service provider may be disqualified from a search process for violating the Quiet Period guidelines.

	F. INVESTMENT AGREEMENTS
	1. Acknowledgement in writing by the investment manager or Investment Consultant that they are a fiduciary with respect to the Fund or that they are a fiduciary to a limited partnership or commingled fund in which the College Illinois Prepaid Tuition ...
	2. Acknowledgement in writing by investment managers that they are currently registered and will maintain registration as an investment advisor under the Investment Advisors Act of 1940 ("40 Act"), a bank (as defined in the 40 Act), or an insurance co...
	3. Reference to the Fund’s Investment Policy and notice that the policy is subject to change. The investment manager or Investment Consultant shall acknowledge receipt of and duty to comply with this Investment Policy.  This acknowledgement shall incl...
	4. Acknowledgement in writing by investment managers that they have no legal or regulatory actions/judgments pending or outstanding that would have an adverse effect on the investment manager’s ability to continue managing assets of the Fund.
	5. Acknowledgement in writing by investment managers that they have no other material issues that would negatively impact the Fund.
	6. Acknowledgement in writing by investment managers that they have in effect the required insurance policies and/or bonds to protect the Fund against losses from the negligent acts and errors or omissions of the investment manager.
	7. Full disclosure of direct and indirect fees, commissions, penalties, and other compensation, including reimbursement for expenses, that may be paid by, to, or on behalf of the Investment Consultant or others in connection with the provision of serv...
	8. A requirement that the investment manager or Investment Consultant submit periodic written reports, on at least a quarterly basis.  Performance reports shall include net returns on investments after payment of all fees, commissions, and any other c...
	9. Compensation to investment manager or Investment Consultant shall be limited to hard dollars for all services rendered and no other forms of compensation; including any type of soft dollar arrangements are allowed.
	10. Disclosure of the names and addresses of:  (i) the investment manager or Investment Consultant (ii) any entity that is a parent of, or owns a controlling interest in, the investment manager or Investment Consultant; (iii) any entity that is a subs...
	11. Disclosure of the names and addresses of all subcontractors, if applicable, and the expected amount of money each will receive under the agreement, including an acknowledgement that the contractor must promptly make notification, in writing, if at...
	12. A “Most Favored Nation” (MFN) clause assuring the Fund is paying the lowest comparative price.


	VI. INVESTMENT MANAGER MONITORING AND EVALUATION
	A. MANAGER EVALUATION AND REVIEW
	1. Qualitative factors  include, but are not limited to, the following.
	a. Ownership changes (e.g. key people “cash out”)or departure of key personnel.
	b. Departure of key personnelAssets under management at the firm and product level.
	c. Conflicts of Interest.
	d. Changes in investment strategy.
	e. Material litigation or regulatory challenges involving the investment manager.
	f. Material client-servicing problems.
	g. Minority brokerage utilization.

	2. Quantitative Review.

	B. WATCH LIST PROCEDURE AND CRITERIA

	VII.    INTERNAL CONTROLS AND CONFLICTS OF INTERESTS
	A. INTERNAL CONTROLS
	B. CONFLICTS OF INTERESTS

	VIII. ASSET CLASS DEFINITIONS AND OPERATIONAL GUIDELINES
	A. DOMESTIC EQUITY
	1. Asset Class Description
	2. Approved Securities
	a. Common stock of any issuer traded on a U.S. stock exchange or in the U.S. over-the-counter markets which are denominated in U.S. dollars.
	b. Securities which take the form of sponsored and/or unsponsored American Depository Receipts (“ADRs”) Global Depository Receipts (“GDRs”) and/or European Depository Receipts (“EDRs”).
	c. Stock purchase rights and warrants of any issuer for which equity may be purchased.
	d. Preferred stocks (convertible and non-convertible) of any issuer for which equity may be purchased.
	e. Master limited partnership interests (if publicly traded).
	f. Securities of special purpose issuers of all types including without limitation unit investment trust (ETFs, etc.), open-end and closed-end funds and real estate investment trusts.

	3. Limitations
	a. The following categories of equity securities are prohibited.
	i. Securities of the investment manager or an affiliated organization.
	ii. Short Sales.
	iii. Put and call options.
	iv. Futures.
	v. Private placements, restricted stock, or venture capital.
	vi. 144-A issues.
	vii. Margin purchases.
	viii. Commodities.
	ix. Direct real estate investments.
	x. Foreign listed stocks.
	b. The combined holdings of preferred stocks and convertible bonds shall not exceed 10% of the portfolio.
	c. Investment in any one issuer shall not exceed 5% of the market value of the portfolio at the time of purchase.
	d. No more than 10% of the market value of the portfolio may be held in any one issuer at any time.
	e. Investment in any one industry, as defined by the relevant index, shall not exceed 30% of the market value of assets in the portfolio.
	f. Investment in any one company in the portfolio may be no more than 10% of the total market value of that company.
	g. At no point in time shall the portfolio hold a security in which the Investment manager’s firm has an aggregate position in the security that exceeds 15% of the fair market value of the outstanding stock of the company.
	h. Exchange traded funds shall not exceed 10% of the market value of the portfolio.
	i. Foreign securities shall be limited to 10% of the market value of the portfolio.
	j. Cash and cash equivalents shall not exceed 5% of the market value of the portfolio.

	4. Provisions for Passive Equity Managers

	B. INTERNATIONAL EQUITY
	1. Asset Class Description
	2. Approved Securities
	a. Foreign equity securities, defined as equity securities that are issued by any company that is organized or headquartered in a foreign country, or whose primary business (75% or more) is conducted outside the U.S.
	b. Foreign securities may include preferred stock, stock purchase rights and warrants of any foreign issuer for which equity may be purchased.
	c. American Depository Receipts; European Depository Receipts; Global Depository Receipts; or similar instruments representing securities of foreign companies.
	d. Financial futures are allowed for hedging purposes only. They are not allowed for speculation or for leveraging the portfolio.

	3. Limitations
	a. The following categories of equity securities are prohibited.
	i. Securities of the investment manager or an affiliated organization.
	ii. Short Sales.
	iii. Put and call options.
	iv. Private placements, restricted stock, or venture capital.
	v. 144-A issues.
	vi. Margin purchases.
	vii. Commodities.
	viii. Direct real estate investments.
	b. The combined holdings of preferred stocks and convertible bonds shall not exceed 10% of the portfolio.
	c. Investment in any one issuer shall not exceed 5% of the market value of the portfolio at the time of purchase.
	d. No more than 10% of the market value of the portfolio may be held in any one issuer at any time.
	e. Investment in any one company in the portfolio may be no more than 10% of the total market value of that company.
	f. At no point in time shall the portfolio hold a security in which the investment manager’s firm has an aggregate position in the security that exceeds 15% of the fair market value of the outstanding stock of the company.
	g. Investment in any one industry, as defined by the relevant index shall not exceed 30% of the market value of assets in the portfolio.
	h. Exchange traded funds shall not exceed 10% of the market value of the portfolio.
	i. Allocation to companies domiciled in emerging markets shall not exceed a 10% overweight versus the applicable benchmark index.  No more than 25%  of the portfolio may be comprised of companies domiciled in emerging countries.
	j. Domestic securities shall be limited to 10% of the market value of the portfolio.
	k. Cash and cash equivalents shall not exceed 5% of the market value of the portfolio.

	4. Provisions for Passive Equity Managers

	C. Fixed Income
	1. Asset Class Description
	2. Approved Securities
	a. Obligations, issueds or guaranteed by the U.S. Federal Government, U.S. Federal agencies or U.S. Government sponsored corporations and agencies.
	b. Obligations of U.S. and non-U.S. corporations such as mortgage bonds, convertible and non-convertible notes and debentures, preferred stocks, commercial paper, certificates of deposit and bankers acceptances issued by industrial, utility, finance, ...
	c. Mortgage backed and asset backed securities.
	d. Obligations, including the securities of emerging market issuers, denominated in U.S. dollars or foreign currencies of international agencies, supranational entities and foreign government (or their subdivisions or agencies), as well as foreign cur...
	e. Obligations issued or guaranteed by local, city and state governments and agencies
	f. Swaps, forward, options on swaps options on forwards.
	g. Securities defined under Rule 144A  and cCommercial paper defined under Section 4(2) of the Securities act of 1933.
	h. Mortgage-related securities, including CMO’s, CMBS’s, and mortgage derivatives (mortgage derivatives include Interest Only strips (IOs), Principal only strips (POs), inverse IOs, and inverse floating rate notes, CMO residuals).
	i. Collateralized repurchase agreements and reverse repurchase agreements.
	j. Loan participations.
	k. Variable and floating rate securities.
	l. Preferred Stock.
	m. Asset backed securities.
	n. Interest rate swaps and futures and options contracts on Treasuries, Agencies, Non-U.S. sovereign debt and interest rates.
	o. Credit default swaps.

	3. Limitations
	a. The weighted average credit quality of portfolio holding will not fall below A- or equivalent.
	b. No more than 20% of the portfolio will be invested in issues rated below Baa3 or BBB-, A2 or P2.
	c. No more than 10% in non-U.S. securities (dollar and non-dollar) rated below investment grade.
	d. Should a security be downgraded to a rating of "B" or below, the investment manager will determine the appropriate action (sell or hold) based on the perceived risk and expected return of the position and will inform the CIO and the Investment Cons...
	e. No more than 20% of the portfolio may be invested in unhedged non-dollar bonds.
	f. Obligations of national governments other than U.S. are limited to 10% per issuer.
	g. Private mortgage backed and asset backed securities are limited to 10% per issuer, unless the collateral is credit-independent of the issuer and the security’s credit enhancement is generated internally, in which case the limit is 25% per issuer.
	h. Obligations of other issuers are subject to a 5% per issuer limit excluding investments in commingled vehicles.
	i. No more than 5% of the fixed income portfolio, at time of purchase, may be invested in any one company, except for government or agency issues.
	j. Restricted securities as defined under Rule 144A of the Securities Act of 1933 are prohibited unless and until and the Fund is deemed to be a qualified institutional buyer.
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	I. BACKGROUND AND PURPOSE
	II. INVESTMENT OBJECTIVES
	1. To ensure the assets of the Fund are invested with the care, skill, prudence and diligence that a prudent person acting in a like capacity would undertake.
	2. To ensure the assets of the Fund are invested in a manner that minimizes and controls the costs incurred in administering and managing the assets.
	3. To meet or exceed the return of the Policy Benchmark consistent with the actuarial soundness of the Fund and the risk level expected from the asset allocation.

	III. ROLES AND RESPONSIBILITIES OF FIDUCIARIES
	1. exercises any discretionary authority or discretionary control respecting management of the Fund, or exercises any authority or control respecting management or disposition of its assets;
	2. renders investment advice or renders advice on the selection of fiduciaries for a fee or other compensation, direct or indirect, with respect to any moneys or other property of the Fund or has any authority or responsibility to do so; or
	3. has any discretionary authority or discretionary responsibility in the administration of the pension fFund or retirement system .
	B. THE ILLINOIS STUDENT ASSISTANCE COMMISSION
	1. Adopting a sound investment policy.  The Policy may be modified from time to time by action of the Commission and shall be adopted annually by the Commission in accordance with the Act.
	2. Adopting a sound asset allocation policy.  The asset allocation policy shall be reviewed and amended as necessary but at least every three years.
	3. Approving any changes to the investment manager structure.
	4. Approving the selection and termination of any investment service provider.
	5. Monitoring and evaluating the investment performance of the Fund and ensuring the risk profile is consistent with Policy objectives.
	6. Establishing the primary duties and responsibilities of those accountable for achieving and reviewing investment results.

	C. INVESTMENT COMMITTEE
	1. Recommending general investment policy for the Fund including:
	a. Asset allocation policy, which establishes and communicates the Committee’s return expectations and risk tolerance;
	b. Investment manager structure policy, which establishes and communicates the Committee’s decisions  recommendations regarding the number and types of investment managers that are appropriate for the Fund; and
	c. Investment manager guidelines, which establish and communicate risk parameters consistent with the overall risk level set for the Fund.

	2. Recommending a bank as Custodian and an Investment Consultant to assist the Commission and the Investment Staff in developing and implementing policy and managing the Fund investments.
	3. Recommending investment managers to fulfill specific roles defined by the manager structure, subject to approval by the Commission.
	4. Monitoring and evaluating each investment manager’s performance relative to established guidelines and objectives.
	5. Recommending the termination and, if appropriate, replacement of an investment manager when prudent.  Termination rational could include, but is not limited to, concerns related to performance, organization, process, or investment style.
	6. Monitoring investment expenses, including investment manager fees, trustee and Custodian fees, and trading costs.

	D. INVESTMENT ADVISORY PANEL
	The “Investment Advisory Panel” (or “Panel”) is established by the Act to provide advice and counsel to the Commission.  The Commission appoints members to the Panel in a manner consistent with the representation prescribed in the Act.  Specific respo...
	1. In accordance with the Act, the Panel shall meet at least twice annually. At least once each year the Commission Chair shall designate a time and place at which the Panel shall meet publicly with the Commission to discuss issues and concerns relati...
	2. The Panel shall offer advice and counseling regarding the investments of the Illinois prepaid tuition program with the objective of obtaining the best possible return on investments consistent with actuarial soundness of the program and the risk le...
	3. The Panel is required to annually review and advise the Commission on provisions of the strategic investment plan (this Investment Policy) for the prepaid tuition program.
	4. The Panel is also charged with reviewing and advising the Commission with regard to the annual report that describes the current financial condition of the program.
	5. The Panel at its own discretion also may advise the Commission on other aspects of the program.

	E. CHIEF INVESTMENT OFFICER
	1. Monitoring the actions of service providers including the Custodian and Investment Consultant.
	2. In conjunction with Investment Consultant, conducting on-going monitoring of the actions of investment managers, including periodic interviews and on-site visits.
	3. In conjunction with the Investment Consultant, developing proposals to enhance the investment plan.  This includes periodic review of the Investment Policy, asset allocation, and investment manager structure.
	4. Overseeing the process of procuring investment service providers to ensure the requirements of the Policy are met.
	5. Preparing meeting agendas for the Investment Committee, Investment Advisory Panel, and investment related items for the Commission.
	6. Directing rebalancing activity in accordance with the Policy, including the investment of cash and contributions and meeting the cash needs of the program.
	7. Working with the Fund’s actuary and auditor.
	8. Monitoring and evaluating applicable governmental regulations and consulting with legal counsel regarding Fund matters.
	9. Verifying the Fund’s compliance with guidelines and reporting deviations to the Investment Committee.
	10. Protecting Fund assets against fraud, error, misrepresentation by third parties and imprudent actions by employees and Fund agents or delegates.
	11. In conjunction with the Accounting Department, developing and maintaining a system of internal controls to assure compliance with this Investment Policy and investment objectives.
	12. Monitoring investment managers regarding their voting of proxies of investment securities managed on behalf of the Fund and providing guidance as appropriate.
	13. Establishing a process that encourages the utilization of qualified Emerging and Minority investment managers and broker dealers in managing the assets of the Program within the bounds of financial and fiduciary prudence and procurement regulation...
	14. Contributing investment information for the Annual Report including a summary of investment performance, comparison to benchmarks, current and historical asset allocation, and other pertinent matters.
	15. The CIO shall keep the Executive Director informed regarding Fund activity, performance, and matters of significant concern.  The CIO shall coordinate joint meetings with the Executive Director and Investment Consultant as needed, but at least qua...
	16. The CIO has the authority and responsibility to ensure that the Commission is adequately informed on matters and concerns relating to Fund investments.  The CIO shall provide investment updates to the Investment Committee and the Commission at lea...

	F. INVESTMENT STAFF
	G. INVESTMENT CONSULTANT
	The primary role of the Investment Consultant is to provide the information, analysis, and advice required by the Investment Staff, Investment Committee, and Commission to carry out their duties and to assist them in developing and implementing a prud...
	1. Assisting in the development, implementation and evaluation of the investment policy that reflects the Fund’s investment objectives including risk tolerance, performance, funded status, and expenses.
	2. To assist in the development, implementation and evaluation of an investment manager structure that provides appropriate diversification with respect to the number and types of investment managers retained.
	3. Making recommendations regarding the identification of appropriate market benchmarks and peer groups against which each investment option should be evaluated.
	4. Assisting in the search process for service providers, including on-site due diligence as required.
	5. Producing quarterly performance evaluation reports to assist in evaluating the investment plan and investment performance.  Such reports will evaluate the performance and risk characteristics of each investment manager relative to established objec...
	6. Monitoring the investment management firms and products employed by the Fund on an on-going basis and inform the CIO and Commission, as appropriate, of any developments that might impact performance of Fund investments.
	7. Educating the CIO and the Commission, as appropriate, on investment issues that could impact the Fund.

	H. CUSTODIAN
	1. Safekeeping services for both domestic and international securities.
	2. Timely settlement of securities transactions, including cross-border investments.
	3. Proper pricing of equities, fixed-income and international securities.
	4. Timely collection of income, including tax reclaim.
	5. Prompt and accurate administration of corporate actions, including proxy issues.
	6. Direct, accurate daily communications with investment managers to ensure trades are correct and confirmed.
	7. Proactive reconciliation with investment managers at least monthly before monthly statements are rendered.
	8. Immediate communication with the CIO regarding any concerns or issues with respect to services provided by the Custodian.

	I. INVESTMENT MANAGERS
	The Commission may authorize the hiring of professional investment managers to manage the assets of the Fund.  The specific duties and responsibilities of each investment manager include, but are not limited to, the following.
	1. Managing those assets of the Fund that are under the supervision of the investment manager in accordance with their specific guidelines and objectives.
	2. Exercising investment discretion in regard to buying, managing and selling Fund assets under the supervision of the investment manager, subject to any limitations contained in the Investment Policy or other governing document between ISAC and the i...
	3. Investment managers have the responsibility for voting proxy issues on securities held.  All proxies will be voted exclusively for the best interests of the Fund.  Investment managers who vote proxies will maintain written policies for proxy voting...
	4. The Investment managers shall also provide written reports to the CIO and Investment Consultant, on at least a quarterly basis, detailing performance for the most recent period, net of all fees.
	5. The investment managers must execute all trading on the portfolios that they manage on a best execution basis and absolutely no soft-dollar trades may occur.  (Soft-dollars refers to a method of paying brokers for non-trading services , such as res...
	6. Investment managers must communicate on a timely basis to the CIO and Investment Consultant:  (1) any significant changes regarding economic outlook, investment strategy, or any other factors which may have an impact upon the achievement of their p...
	7. Participation by Minority/Women/Disabled Owned Broker Dealers:  It is the policy objective of the Commission to increase access and business with minority-owned brokers/dealers.  The term “minority” will be used for all firms as defined in the Illi...

	J. SECURITIES LENDING PROVIDER
	K. ADDITIONAL PROFESSIONALS

	IV. INVESTMENT STRUCTURE
	A. ASSET ALLOCATION
	The asset allocation targets will be reviewed annually for reasonableness in relation to significant economic and market changes or to changes to the investment objectives.   A formal asset allocation study will be conducted as directed, but at least ...

	B. INVESTMENT MANAGER STRUCTURE
	The investment manager structure establishes the investment manager roles that will be used to implement the asset allocation.  The investment manager structure will emphasize simplicity and cost control and toward that end will employ the minimum num...

	C. REBALANCING POLICY
	One essential component of a strategic asset allocation policy is the development and use of rebalancing ranges for the target allocation.  The ranges specified in the table above are a function of the expected liquidity and volatility of each asset c...
	The CIO has the responsibility and authority to rebalance the Fund.  Asset transfers required to carry out the operation of the Program (including cash flow and capital calls) shall be implemented with a bias toward moving the asset allocation closer ...

	D. TRANSITION MANAGEMENT
	E. POLICY BENCHMARK

	V. INVESTMENT SERVICE PROVIDER HIRING GUIDELINES
	A. CLEARLY DEFINED OBJECTIVES
	1. Pending expiration of fixed-length contracts;
	2. Identification of a new asset class or approach;
	3. A need for diversification of styles within an existing asset class; and/or
	4. A need to replace an investment service provider terminated by the Commission or pending termination.

	B. SEARCH AND SELECTION PROCESS
	1. Establish Selection Criteria
	2. Develop Request for Proposal Template and Associated Evaluation/Scoring Template
	3. Posting of the RFP
	4. RFP Screening
	5. RFP Evaluation
	6. Interviews
	7. On-Site due diligence
	8. Identification of prospective winner(s)
	9. Participation of minority-owned investment managers

	C. DEFINING EXPECTATIONS
	1. A description of the organization and key people.
	2. A description of return expectations.
	3. The risks inherent in the manager’s approach.
	4. An analysis of the key concerns and/or risks inherent in the investment.
	5. The proper time horizon for evaluation of results.
	6. Identification of relevant comparative measures such as benchmarks and/or peer samples.
	7. The suitability of the investment within the relevant asset class.

	D. CONTINGENT AND PLACEMENT FEES PROHIBITED
	E. QUIET PERIOD
	1. A Quite Period will commence upon formal action to authorize a search for a service provider (normally publishing the RFP) and end upon termination of the search or contract execution.
	2. Initiation and conclusion of the quiet period shall be communicated to the Executive Director, Investment Staff, members of the Commission and Investment Advisory Panel, and any ISAC employees involved in the search process.
	3. All applicable persons not directly involved in the search process, shall refrain from communicating with service provider candidates regarding any product or service related to the search offered by the candidate throughout the quiet period and sh...
	4. Throughout the quiet period, if any subject person is contacted by a candidate, that person shall refer the candidate to the Fund’s CIO or ISAC's procurement officer.
	5. Information related to the search process shall be communicated by the Investment Consultant, CIO or ISAC's procurement officer to the relevant Investment Committee or Commission as a whole, and not to individual members.
	6. The quiet period does not prevent approved due diligence, client conference attendance or communications with a service provider that happens to be a candidate in the ordinary course of services provided by such service provider; however, discussio...
	7. The provisions of the Policy will apply to service provider candidates throughout the quiet period and shall be communicated to candidates in conjunction with any competitive proposal process.
	8. A service provider may be disqualified from a search process for violating the Quiet Period guidelines.

	F. INVESTMENT AGREEMENTS
	1. Acknowledgement in writing by the investment manager or Investment Consultant that they are a fiduciary with respect to the Fund or that they are a fiduciary to a limited partnership or commingled fund in which the College Illinois Prepaid Tuition ...
	2. Acknowledgement in writing by investment managers that they are currently registered and will maintain registration as an investment advisor under the Investment Advisors Act of 1940 ("40 Act"), a bank (as defined in the 40 Act), or an insurance co...
	3. Reference to the Fund’s Investment Policy and notice that the policy is subject to change. The investment manager or Investment Consultant shall acknowledge receipt of and duty to comply with this Investment Policy.  This acknowledgement shall incl...
	4. Acknowledgement in writing by investment managers that they have no legal or regulatory actions/judgments pending or outstanding that would have an adverse effect on the investment manager’s ability to continue managing assets of the Fund.
	5. Acknowledgement in writing by investment managers that they have no other material issues that would negatively impact the Fund.
	6. Acknowledgement in writing by investment managers that they have in effect the required insurance policies and/or bonds to protect the Fund against losses from the negligent acts and errors or omissions of the investment manager.
	7. Full disclosure of direct and indirect fees, commissions, penalties, and other compensation, including reimbursement for expenses, that may be paid by, to, or on behalf of the Investment Consultant or others in connection with the provision of serv...
	8. A requirement that the investment manager or Investment Consultant submit periodic written reports, on at least a quarterly basis.  Performance reports shall include net returns on investments after payment of all fees, commissions, and any other c...
	9. Compensation to investment manager or Investment Consultant shall be limited to hard dollars for all services rendered and no other forms of compensation; including any type of soft dollar arrangements are allowed.
	10. Disclosure of the names and addresses of:  (i) the investment manager or Investment Consultant (ii) any entity that is a parent of, or owns a controlling interest in, the investment manager or Investment Consultant; (iii) any entity that is a subs...
	11. Disclosure of the names and addresses of all subcontractors, if applicable, and the expected amount of money each will receive under the agreement, including an acknowledgement that the contractor must promptly make notification, in writing, if at...
	12. A “Most Favored Nation” (MFN) clause assuring the Fund is paying the lowest comparative price.


	VI. INVESTMENT MANAGER MONITORING AND EVALUATION
	A. MANAGER EVALUATION AND REVIEW
	1. Qualitative factors  include, but are not limited to, the following.
	a. Ownership changes (e.g. key people “cash out”)or departure of key personnel.
	b. Departure of key personnelAssets under management at the firm and product level.
	c. Conflicts of Interest.
	d. Changes in investment strategy.
	e. Material litigation or regulatory challenges involving the investment manager.
	f. Material client-servicing problems.
	g. Minority brokerage utilization.

	2. Quantitative Review.

	B. WATCH LIST PROCEDURE AND CRITERIA

	VII.    INTERNAL CONTROLS AND CONFLICTS OF INTERESTS
	A. INTERNAL CONTROLS
	B. CONFLICTS OF INTERESTS

	VIII. ASSET CLASS DEFINITIONS AND OPERATIONAL GUIDELINES
	A. DOMESTIC EQUITY
	1. Asset Class Description
	2. Approved Securities
	a. Common stock of any issuer traded on a U.S. stock exchange or in the U.S. over-the-counter markets which are denominated in U.S. dollars.
	b. Securities which take the form of sponsored and/or unsponsored American Depository Receipts (“ADRs”) Global Depository Receipts (“GDRs”) and/or European Depository Receipts (“EDRs”).
	c. Stock purchase rights and warrants of any issuer for which equity may be purchased.
	d. Preferred stocks (convertible and non-convertible) of any issuer for which equity may be purchased.
	e. Master limited partnership interests (if publicly traded).
	f. Securities of special purpose issuers of all types including without limitation unit investment trust (ETFs, etc.), open-end and closed-end funds and real estate investment trusts.

	3. Limitations
	a. The following categories of equity securities are prohibited.
	i. Securities of the investment manager or an affiliated organization.
	ii. Short Sales.
	iii. Put and call options.
	iv. Futures.
	v. Private placements, restricted stock, or venture capital.
	vi. 144-A issues.
	vii. Margin purchases.
	viii. Commodities.
	ix. Direct real estate investments.
	x. Foreign listed stocks.
	b. The combined holdings of preferred stocks and convertible bonds shall not exceed 10% of the portfolio.
	c. Investment in any one issuer shall not exceed 5% of the market value of the portfolio at the time of purchase.
	d. No more than 10% of the market value of the portfolio may be held in any one issuer at any time.
	e. Investment in any one industry, as defined by the relevant index, shall not exceed 30% of the market value of assets in the portfolio.
	f. Investment in any one company in the portfolio may be no more than 10% of the total market value of that company.
	g. At no point in time shall the portfolio hold a security in which the Investment manager’s firm has an aggregate position in the security that exceeds 15% of the fair market value of the outstanding stock of the company.
	h. Exchange traded funds shall not exceed 10% of the market value of the portfolio.
	i. Foreign securities shall be limited to 10% of the market value of the portfolio.
	j. Cash and cash equivalents shall not exceed 5% of the market value of the portfolio.

	4. Provisions for Passive Equity Managers

	B. INTERNATIONAL EQUITY
	1. Asset Class Description
	2. Approved Securities
	a. Foreign equity securities, defined as equity securities that are issued by any company that is organized or headquartered in a foreign country, or whose primary business (75% or more) is conducted outside the U.S.
	b. Foreign securities may include preferred stock, stock purchase rights and warrants of any foreign issuer for which equity may be purchased.
	c. American Depository Receipts; European Depository Receipts; Global Depository Receipts; or similar instruments representing securities of foreign companies.
	d. Financial futures are allowed for hedging purposes only. They are not allowed for speculation or for leveraging the portfolio.

	3. Limitations
	a. The following categories of equity securities are prohibited.
	i. Securities of the investment manager or an affiliated organization.
	ii. Short Sales.
	iii. Put and call options.
	iv. Private placements, restricted stock, or venture capital.
	v. 144-A issues.
	vi. Margin purchases.
	vii. Commodities.
	viii. Direct real estate investments.
	b. The combined holdings of preferred stocks and convertible bonds shall not exceed 10% of the portfolio.
	c. Investment in any one issuer shall not exceed 5% of the market value of the portfolio at the time of purchase.
	d. No more than 10% of the market value of the portfolio may be held in any one issuer at any time.
	e. Investment in any one company in the portfolio may be no more than 10% of the total market value of that company.
	f. At no point in time shall the portfolio hold a security in which the investment manager’s firm has an aggregate position in the security that exceeds 15% of the fair market value of the outstanding stock of the company.
	g. Investment in any one industry, as defined by the relevant index shall not exceed 30% of the market value of assets in the portfolio.
	h. Exchange traded funds shall not exceed 10% of the market value of the portfolio.
	i. Allocation to companies domiciled in emerging markets shall not exceed a 10% overweight versus the applicable benchmark index.  No more than 25%  of the portfolio may be comprised of companies domiciled in emerging countries.
	j. Domestic securities shall be limited to 10% of the market value of the portfolio.
	k. Cash and cash equivalents shall not exceed 5% of the market value of the portfolio.

	4. Provisions for Passive Equity Managers

	C. Fixed Income
	1. Asset Class Description
	2. Approved Securities
	a. Obligations, issueds or guaranteed by the U.S. Federal Government, U.S. Federal agencies or U.S. Government sponsored corporations and agencies.
	b. Obligations of U.S. and non-U.S. corporations such as mortgage bonds, convertible and non-convertible notes and debentures, preferred stocks, commercial paper, certificates of deposit and bankers acceptances issued by industrial, utility, finance, ...
	c. Mortgage backed and asset backed securities.
	d. Obligations, including the securities of emerging market issuers, denominated in U.S. dollars or foreign currencies of international agencies, supranational entities and foreign government (or their subdivisions or agencies), as well as foreign cur...
	e. Obligations issued or guaranteed by local, city and state governments and agencies
	f. Swaps, forward, options on swaps options on forwards.
	g. Securities defined under Rule 144A  and cCommercial paper defined under Section 4(2) of the Securities act of 1933.
	h. Mortgage-related securities, including CMO’s, CMBS’s, and mortgage derivatives (mortgage derivatives include Interest Only strips (IOs), Principal only strips (POs), inverse IOs, and inverse floating rate notes, CMO residuals).
	i. Collateralized repurchase agreements and reverse repurchase agreements.
	j. Loan participations.
	k. Variable and floating rate securities.
	l. Preferred Stock.
	m. Asset backed securities.
	n. Interest rate swaps and futures and options contracts on Treasuries, Agencies, Non-U.S. sovereign debt and interest rates.
	o. Credit default swaps.

	3. Limitations
	a. The weighted average credit quality of portfolio holding will not fall below A- or equivalent.
	b. No more than 20% of the portfolio will be invested in issues rated below Baa3 or BBB-, A2 or P2.
	c. No more than 10% in non-U.S. securities (dollar and non-dollar) rated below investment grade.
	d. Should a security be downgraded to a rating of "B" or below, the investment manager will determine the appropriate action (sell or hold) based on the perceived risk and expected return of the position and will inform the CIO and the Investment Cons...
	e. No more than 20% of the portfolio may be invested in unhedged non-dollar bonds.
	f. Obligations of national governments other than U.S. are limited to 10% per issuer.
	g. Private mortgage backed and asset backed securities are limited to 10% per issuer, unless the collateral is credit-independent of the issuer and the security’s credit enhancement is generated internally, in which case the limit is 25% per issuer.
	h. Obligations of other issuers are subject to a 5% per issuer limit excluding investments in commingled vehicles.
	i. No more than 5% of the fixed income portfolio, at time of purchase, may be invested in any one company, except for government or agency issues.
	j. Restricted securities as defined under Rule 144A of the Securities Act of 1933 are prohibited unless and until and the Fund is deemed to be a qualified institutional buyer.
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	Item 6 - 1 - ISAC Budget Overview - FY 2015 updated by ML v5.pdf
	2) The Bipartisan Budget Act has decreased the FFEL program rehabilitation rate by over 60%.
	3) Due to insufficient maintenance of effort by the State of Illinois, ISAC is not expected to get the funding from the last year of the CACG grant which funded the ISACorps and some other outreach efforts.
	4) Retirement expenditures will be up by 2.3 %.
	The administrative expenditures for ISAC are met by the revenues generated from the three major operating funds: The Student Loan Operating Fund, The Illinois Designated Account Purchase Program (IDAPP) and the College Illinois! Prepaid Tuition Program.
	Attached are the following budget summaries for your reference:
	 Comparative individual income statement reflecting FY 2013 actual, FY 2014 budget and estimated actual and recommended FY 2015 budget for all four administrative funds for the agency.
	Student Loan Operating Fund (SLOF) - FFELP Guarantor
	The Student Loan Operating fund (SLOF) is the primary operating fund which accounts for the majority of ISAC’s administrative expenditures. The source of funds for SLOF is the revenue generated from the guarantor operations for the Federal Family Educ...
	Revenues / Funding
	Total annualized revenues in FY 2014 are comparable to the prior year.
	The wind-down of the FFELP program has resulted in a steady decrease in the net guarantee portfolio by approximately 10% per year.
	 Account maintenance fees earned by ISAC have also decreased by approximately 10%.
	 The default aversion fee has been eliminated due to lack of new delinquencies received from the lenders.
	 Overall collection recoveries have also decreased by 10%
	 The increase in rehabilitation revenue has been due to increased loan balances of rehabilitated borrowers.
	FFELP FY 2015 Projections:
	 The Bipartisan Budget Act has decreased the rehabilitation rate by over 60%. This represents a $13 million decrease in revenues from the FFELP Rehabilitation Program.
	 In addition, the Department of Education has made significant changes to the rehabilitation process. This could impact the volume of rehabilitations beginning the last quarter of the fiscal year.
	 As the FFELP portfolio continues to wind down we expect that there will be at least a 10% - 15% decrease in collection revenue depending on the type of recovery.
	As a result of the above factors for FY 2015 ISAC management projects total revenues of $22 million, a decrease of $17 million over the prior year.
	Expenditures:
	Total budgeted gross expenditures before inter-fund allocation for FY 2015 have been estimated at $41.2 million - an increase of approximately $10.9 million over prior year estimated expenditures.
	Personnel Services:
	Other Administrative Expenses include increases in:
	 Printing charges for updated information and materials
	 Equipment expense for upgrading computers
	 Increase in travel
	 Increase in staff training and registration fees
	It should be noted that although these increases in expenses are included in the budget the decision will be made in the future whether or not to implement the increases as we see how the budget year is shaping up and taking into consideration other f...
	Inter-fund Allocation
	ISAC management believes that at this point in time these recommended budgetary increases are reasonable for continuing operations at current levels.
	The unrestricted fund balance at the end of fiscal year 2014 is projected to be over $31 million and is estimated to be approximately $25 million at the end of fiscal year 2015.
	Illinois Designated Account Purchase Program (IDAPP) – Lender of Student Loans
	IDAPP is ISAC’s lending arm for student loans. IDAPP also directly originated and services alternative student loans. The FFELP student loan disbursements and purchases were funded by bonds issued by IDAPP and collateralized with the student loan port...
	In addition IDAPP has also entered into a Mid Term Asset Backed Commercial Paper Program to fund its alternative loan program.
	IDAPP’s administrative costs are met through an administrative cost allowance from the Bond Trusts and the credit facility which funds the alternative loan program.
	Program Update and Overview
	Personal Services
	Contractual Services
	Additional Line Items
	Intra-agency Administrative Services
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	2) The Bipartisan Budget Act has decreased the FFEL program rehabilitation rate by over 60%.
	3) Due to insufficient maintenance of effort by the State of Illinois, ISAC is not expected to get the funding from the last year of the CACG grant which funded the ISACorps and some other outreach efforts.
	4) Retirement expenditures will be up by 2.3 %.
	The administrative expenditures for ISAC are met by the revenues generated from the three major operating funds: The Student Loan Operating Fund, The Illinois Designated Account Purchase Program (IDAPP) and the College Illinois! Prepaid Tuition Program.
	Attached are the following budget summaries for your reference:
	 Comparative individual income statement reflecting FY 2013 actual, FY 2014 budget and estimated actual and recommended FY 2015 budget for all four administrative funds for the agency.
	Student Loan Operating Fund (SLOF) - FFELP Guarantor
	The Student Loan Operating fund (SLOF) is the primary operating fund which accounts for the majority of ISAC’s administrative expenditures. The source of funds for SLOF is the revenue generated from the guarantor operations for the Federal Family Educ...
	Revenues / Funding
	Total annualized revenues in FY 2014 are comparable to the prior year.
	The wind-down of the FFELP program has resulted in a steady decrease in the net guarantee portfolio by approximately 10% per year.
	 Account maintenance fees earned by ISAC have also decreased by approximately 10%.
	 The default aversion fee has been eliminated due to lack of new delinquencies received from the lenders.
	 Overall collection recoveries have also decreased by 10%
	 The increase in rehabilitation revenue has been due to increased loan balances of rehabilitated borrowers.
	FFELP FY 2015 Projections:
	 The Bipartisan Budget Act has decreased the rehabilitation rate by over 60%. This represents a $13 million decrease in revenues from the FFELP Rehabilitation Program.
	 In addition, the Department of Education has made significant changes to the rehabilitation process. This could impact the volume of rehabilitations beginning the last quarter of the fiscal year.
	 As the FFELP portfolio continues to wind down we expect that there will be at least a 10% - 15% decrease in collection revenue depending on the type of recovery.
	As a result of the above factors for FY 2015 ISAC management projects total revenues of $22 million, a decrease of $17 million over the prior year.
	Expenditures:
	Total budgeted gross expenditures before inter-fund allocation for FY 2015 have been estimated at $41.2 million - an increase of approximately $10.9 million over prior year estimated expenditures.
	Personnel Services:
	Other Administrative Expenses include increases in:
	 Printing charges for updated information and materials
	 Equipment expense for upgrading computers
	 Increase in travel
	 Increase in staff training and registration fees
	It should be noted that although these increases in expenses are included in the budget the decision will be made in the future whether or not to implement the increases as we see how the budget year is shaping up and taking into consideration other f...
	Inter-fund Allocation
	ISAC management believes that at this point in time these recommended budgetary increases are reasonable for continuing operations at current levels.
	The unrestricted fund balance at the end of fiscal year 2014 is projected to be over $31 million and is estimated to be approximately $25 million at the end of fiscal year 2015.
	Illinois Designated Account Purchase Program (IDAPP) – Lender of Student Loans
	IDAPP is ISAC’s lending arm for student loans. IDAPP also directly originated and services alternative student loans. The FFELP student loan disbursements and purchases were funded by bonds issued by IDAPP and collateralized with the student loan port...
	In addition IDAPP has also entered into a Mid Term Asset Backed Commercial Paper Program to fund its alternative loan program.
	IDAPP’s administrative costs are met through an administrative cost allowance from the Bond Trusts and the credit facility which funds the alternative loan program.
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	2) The Bipartisan Budget Act has decreased the FFEL program rehabilitation rate by over 60%.
	3) Due to insufficient maintenance of effort by the State of Illinois, ISAC is not expected to get the funding from the last year of the CACG grant which funded the ISACorps and some other outreach efforts.
	4) Retirement expenditures will be up by 2.3 %.
	The administrative expenditures for ISAC are met by the revenues generated from the three major operating funds: The Student Loan Operating Fund, The Illinois Designated Account Purchase Program (IDAPP) and the College Illinois! Prepaid Tuition Program.
	Attached are the following budget summaries for your reference:
	 Comparative individual income statement reflecting FY 2013 actual, FY 2014 budget and estimated actual and recommended FY 2015 budget for all four administrative funds for the agency.
	Student Loan Operating Fund (SLOF) - FFELP Guarantor
	The Student Loan Operating fund (SLOF) is the primary operating fund which accounts for the majority of ISAC’s administrative expenditures. The source of funds for SLOF is the revenue generated from the guarantor operations for the Federal Family Educ...
	Revenues / Funding
	Total annualized revenues in FY 2014 are comparable to the prior year.
	The wind-down of the FFELP program has resulted in a steady decrease in the net guarantee portfolio by approximately 10% per year.
	 Account maintenance fees earned by ISAC have also decreased by approximately 10%.
	 The default aversion fee has been eliminated due to lack of new delinquencies received from the lenders.
	 Overall collection recoveries have also decreased by 10%
	 The increase in rehabilitation revenue has been due to increased loan balances of rehabilitated borrowers.
	FFELP FY 2015 Projections:
	 The Bipartisan Budget Act has decreased the rehabilitation rate by over 60%. This represents a $13 million decrease in revenues from the FFELP Rehabilitation Program.
	 In addition, the Department of Education has made significant changes to the rehabilitation process. This could impact the volume of rehabilitations beginning the last quarter of the fiscal year.
	 As the FFELP portfolio continues to wind down we expect that there will be at least a 10% - 15% decrease in collection revenue depending on the type of recovery.
	As a result of the above factors for FY 2015 ISAC management projects total revenues of $22 million, a decrease of $17 million over the prior year.
	Expenditures:
	Total budgeted gross expenditures before inter-fund allocation for FY 2015 have been estimated at $41.2 million - an increase of approximately $10.9 million over prior year estimated expenditures.
	Personnel Services:
	Other Administrative Expenses include increases in:
	 Printing charges for updated information and materials
	 Equipment expense for upgrading computers
	 Increase in travel
	 Increase in staff training and registration fees
	It should be noted that although these increases in expenses are included in the budget the decision will be made in the future whether or not to implement the increases as we see how the budget year is shaping up and taking into consideration other f...
	Inter-fund Allocation
	ISAC management believes that at this point in time these recommended budgetary increases are reasonable for continuing operations at current levels.
	The unrestricted fund balance at the end of fiscal year 2014 is projected to be over $31 million and is estimated to be approximately $25 million at the end of fiscal year 2015.
	Illinois Designated Account Purchase Program (IDAPP) – Lender of Student Loans
	IDAPP is ISAC’s lending arm for student loans. IDAPP also directly originated and services alternative student loans. The FFELP student loan disbursements and purchases were funded by bonds issued by IDAPP and collateralized with the student loan port...
	In addition IDAPP has also entered into a Mid Term Asset Backed Commercial Paper Program to fund its alternative loan program.
	IDAPP’s administrative costs are met through an administrative cost allowance from the Bond Trusts and the credit facility which funds the alternative loan program.
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