Item 3.
4/02/04

EXECUTIVE DIRECTOR’S REPORT

State Legislative Update

The Illinois General Assembly opened the Spring 2004 Session on January 14, 2004. The
deadline for introducing bills in either the House or the Senate has passed, and action is now
being taken on bills that have passed a standing committee.

ISAC staff is supporting two legislative initiatives this spring. House Bill 4744,
sponsored by Representative Kevin McCarthy, updates the Monetary Award Program (MAP) to
limit MAP eligibility to 135 credit hours, rather than to ten semesters. It also allows MAP grants
to be used year-round, rather than just during fall and spring college semesters, as long as the
student does not exceed his/her annual maximum award. House Bill 4914, sponsored by
Representative Kevin Joyce, creates an Illinois income tax deduction for moneys paid into
College Illinois! 529 prepaid tuition plans during the taxable year, except for rollovers, beginning
tax year 2005. The bill caps the new College Illinois! deduction and the existing Bright Start
Savings deduction at $10,000 each year. It also deletes provisions exempting consideration of
Bright Start Savings Accounts, College Illinois! contracts, and college savings bonds proceeds in
determining financial need.

FY2004 MAP Status Report

As of March 19, 2004, MAP claims totaling $285,525,896 have been paid for 138,200
students. First-term claims total $166.6 million, $0.3 million less than the first-term estimate
based on FY2003 claim rates. At this time, three weeks prior to the April 9 second-term deadline,
second-term claims total $117.8 million compared to the $147.9 million estimate for the end of
the second term. By enrollment status, for the first term, 79 percent of claims were for students
enrolled full-time and 19 percent were for students enrolled half-time. The remainder, just over 2
percent of claims, were for students enrolled on a less-than-half-time basis.

Table 1 shows that first-term claims plus projected claims for the second and third terms
total $331.5 million. As of March 19 nearly $551,000 in late claims had been received and will be
paid. Late claims received throughout the processing cycle will also be paid.

Table 1: FY2004 Actual and Projected MAP Claims by Sector as of 3/19/2004

1* Term Claims 2" Term Claims 3" Term
- . . All Terms*
Actual Projected Actual Projected Projected
Public Universities
$66,531,875 | $65,553,870 $46,359,934 | $57,912,561 $0 | $124,444,436
Private Four-Year $63,285,743 | $64,596,048 $52,170,856 | $58,401,924 | $14,849,544 | $136,537,211
Community
Colleges $23,099,537 | $22,605,165 $15,182,045 | $19,585,324 $507,321 | $43,192,182
Private Two-Year $4,454,453 $4,617,448 $1,732,056 $4,059,564 $0 $8,514,017
HSN/Professional $934,534 $1,017,727 $660,008 $905,684 $48,323 $1,888,541
Proprietary $8,335,238 $8,521,991 $1,738,386 $7,055,104 | $1,522,034 | $16,912,376
Total $166,641,379 | $166,912,249 $117,843,285 | $147,920,161 | $16,927,222 | $331,488,763

* All Terms projection is 1* term actual plus 2™ and 3™ term projections
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FY2005 Monetary Award Program Start-up

Given the Commission’s prompt action on the FY2005 MAP start-up formula at the
February meeting, steps were taken to begin making announcements for the 2004-05 MAP
program and the 2004-05 Silas Purnell Illinois Incentive for Access Grant program. Start-up
occurred for both programs on February 5, 2004. Financial aid administrators were notified on
that date that the system was operational and the distribution of student announcement letters
began February 10. In order to ensure that students and aid administrators had access to the most
up-to-date information on the 2004-05 processing year, updates were immediately incorporated
into each program’s section on the agency’s Web site, collegezone.com.

Financial Aid Awareness Month (FAAM)

Every year, during the month of February, ISAC commemorates the onset of the financial
aid and college admissions cycles by celebrating Financial Aid/Admission Awareness Month
(FAAM). For 2004, a highly successful media campaign was deployed, with ISAC managing to
place print, radio and television ads throughout the State, the focus of which was to persuade
potential students to submit an application for state and federal student aid.

Central to FAAM each year are a series of workshops designed to help parents and
students complete the Free Application for Federal Student Aid (FAFSA). Last year, 75 such
workshops were held. This year, 125 sessions were offered, the majority of which were
conducted at high schools and community colleges. Attendance was up sharply, with the overall
number of participants surpassing 5,000.

To a large extent, the success of FAAM can be attributed to the fact that it represents a
cooperative undertaking, with ISAC teaming up with the Illinois Association of Student Financial
Aid Administrators, Inc. (ILASFAA) and the Illinois Association for College Admission
Counseling (IACAC) to get the word out about financial aid and the importance of applying on a
timely basis. This year, ILASFAA was able to secure a private grant to fund outreach activities
and events aimed at reaching at-risk students. As a result of this support, ISAC, ILASFAA and
IACAC were able to become part of a nationwide effort to sponsor College Goal Sunday events.
On February 22, thirteen such events were held.

College Zone Qutreach Centers

ISAC has been working with the Illinois Community College Board (ICCB) over the last several
months to establish College Zone Outreach Centers at each community college in Illinois. These
walk-in centers will be devoted to helping students and families find valuable student financial
aid information and assistance.

On March 1, ISAC, in partnership with the ICCB, announced the opening of the first College
Zone Outreach Center at Lincoln Land Community College in Springfield. During a press
conference announcing the opening, Larry Matejka joined Jack Daniels, President of Lincoln
Land Community College, in cutting the ribbon across the doorway to the Outreach Center. Other
dignitaries attending the ceremony were Geoffrey Obrzut, President of the Illinois Community
College Board, Gary Davis, President of the Illinois Community College Trustees Association,
State Representative Rich Brauer and State Representative Jim Watson.

The following week, ISAC held another press conference at Malcolm X College in Chicago to
announce the opening of College Zone Outreach Centers at each of the seven Chicago City
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Colleges. At that event, John Jennetten, ISAC’s Chief Program Officer, joined Dr. Wayne
Watson, Chancellor of the City Colleges, Geoffrey Obrzut, President of the Illinois Community
College Board, Gary Davis, President of the Illinois Community College Trustees Association,
and State Representative Monique Davis in the ribbon-cutting ceremony.

All 48 community colleges have agreed to open a College Zone Outreach Center on campus,
further demonstrating the community colleges’ commitment to serving the needs of their
communities. In fact, most of the centers will be open by the end of March, and several colleges
are providing space at their satellite campuses, as well as their main campuses.

These centers will support ISAC’s outreach activities aimed at promoting the availability of
student financial aid programs through College Zone, including the Web site, collegezone.com,
and phone counselors via a toll-free telephone number. The primary benefit of the walk-in centers
on community college campuses will be providing year-round personal assistance in completing
the Free Application for Federal Student Aid (FAFSA) and computer accessibility to
collegezone.com, where students can search for additional financial aid programs. Visitors do not
need to be enrolled at the community colleges to utilize the outreach centers’ resources.
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ILLINOIS STUDENT ASSISTANCE COMMISSION

FISCAL YEAR 2004 APPROPRIATION SUMMARY REPORT

(July 1, 2003 - February 29, 2004)

STATE GENERAL FUNDS
SCHOLARSHIPS AND GRANTS
Monetary Award Program*
Illinois Incentive for Access Grants
Teacher Loan Forgiveness Program
Minority Teacher Scholarships
ITEACH Teacher Shortage Scholarships
[llinois Future Teachers Corps Scholarship
Student to Student Grants
Dependents Grants
National Guard Grants
Illinois Veteran Grants
Bonus Incentive Grants
Merit Recognition Scholarships
Illinois Scholars Program
TOTAL
ADMINISTRATION AND OUTREACH
Administration Expense (see detail on next page)
Adult Learner Outreach
Higher EdNet Clearinghouse
Federal Cost Allocation Requirement
TOTAL
TOTAL, STATE GENERAL FUNDS

SPECIAL REVENUE FUNDS

STUDENT LOAN OPERATING FUND
Administration Expense (see detail on next page)
Federal Loan System Development & Maintenance
Working Capital Transfer

Enhance Outreach Awareness

E-Learning Initiative

TOTAL
FEDERAL STUDENT LOAN FUND
Loan Guarantee Program
Federal Reserve Recall
Default Aversion Activities

TOTAL
SCHOLARSHIPS AND GRANTS
Federal LEAP/SLEAP- Monetary Award Program *
Transfer to ED -Paul Douglas Funds Collected
Federal Robert C. Byrd Fellowships

TOTAL
OTHER
ISAC Accounts Receivables
Higher Education License Plate Program
Optometric Education Scholarship Program
Illinois Future Teachers Corps Scholarship
Contracts and Grants Fund
TOTAL, SPECIAL REVENUE FUNDS
GRAND TOTAL

* Monetary Award Program Total, All Funds

FY2004 Year-to-date Number of  Percentage

Appropriation Expended Recipients Expended
$338,699,800 $256,255,006 137,189 75.7%
7,200,000 5,082,000 16,061 70.6%
2,700,000 81,448 16 3.0%
3,100,000 1,685,570 515 54.4%
2,900,000 0 0 0.0%
4,100,000 3,515,748 834 85.7%
950,000 612,596 N/A 64.5%
275,000 139,794 61 50.8%
4,500,000 2,176,494 1,750 48.4%
19,250,000 13,182,423 9,568 68.5%
650,000 580,020 1,140 89.2%
5,400,000 2,143,500 4,508 39.7%
2,914,300 2,914,300 N/A 100.0%
$392,639,100 $288,368,899 171,642 73.4%
5,465,800 3,245,514 N/A 59.4%
150,000 7,904 N/A 5.3%
10,000 571 N/A 5.7%
100,000 79,197 N/A 79.2%
$5,725,800 $3,333,187 N/A 58.2%
$398,364,900 $291,702,086 N/A 73.2%
58,619,800 18,436,707 N/A 31.5%
5,000,000 220,086 N/A 4.4%
13,000,000 11,000,000 N/A 84.6%
162,500 0 N/A 0.0%
250,000 0 N/A 0.0%
$77,032,300 $29,656,794 N/A 38.5%
220,000,000 67,336,564 N/A 30.6%
4,000,000 2,987,409 N/A 74.7%
1,300,000 1,225,894 N/A 94.3%
$225,300,000 $71,549,867 N/A 31.8%
3,700,000 0 0 0.0%
400,000 400,000 N/A 100.0%
1,800,000 1,514,813 799 84.2%
$5,900,000 $1,914,813 1,027 32.5%
300,000 40,176 N/A 13.4%
70,000 53,100 N/A 75.9%
50,000 50,000 10 100.0%
50,000 0 0 0.0%
50,000 23,608 N/A 47.2%
$308,752,300 $103,288,357 33.5%
$707,117,200 $394,990,443 172,669 55.9%
$345,099,800 $256,255,006 137,189 74.26%



ILLINOIS STUDENT ASSISTANCE COMMISSION
FISCAL YEAR 2004 APPROPRIATION REPORT
ADMINISTRATION
(July 1, 2003 - February 29, 2004)

STATE GENERAL FUNDS STUDENT LOAN OPERATING FUND TOTAL
FY2004 Year-to-date % FY2004 Year-to-date FY2004 Year-to-date %

Line Item Appropriation Expended Expended | Appropriation Expended % Expended| Appropriation Expended Expended
Personal Services $2,602,800 $1,944,177 74.7%|  $13,887,700 $7,807,219 56.2%| $16,490,500 $9,751,395 59.1%
Employee Retirement Paid by State 104,100 77,315 74.3% 555,600 307,375 55.3% 659,700 384,690 58.3%
Retirement 261,600 261,505 100.0% 1,456,400 1,048,479 72.0% 1,718,000 1,309,984 76.3%
Social Security 199,100 143,680 72.2% 1,062,500 564,617 53.1% 1,261,600 708,297 56.1%
Group Insurance N/A N/A N/A 2,626,000 1,729,295 65.9% 2,626,000 1,729,295 65.9%
Contractual Services 2,013,000 705,246 35.0% 11,742,000 4,239,443 36.1% 13,755,000 4,944,689 35.9%
Contractual - Collection Agency Fees N/A N/A N/A 24,000,000 2,031,457 8.5% 24,000,000 2,031,457 8.5%
Travel 26,400 4,964 18.8% 191,000 51,252 26.8% 217,400 56,217 25.9%
Commodities 32,800 16,422 50.1% 234,700 52,500 22.4% 267,500 68,922 25.8%
Printing 100,000 26,270 26.3% 558,000 26,536 4.8% 658,000 52,807 8.0%
Equipment 10,000 8,997 90.0% 540,000 30,121 5.6% 550,000 39,118 7.1%
Telecommunications 110,500 55,996 50.7% 1,733,500 531,946 30.7% 1,844,000 587,942 31.9%
Operation of Auto Equipment 5,500 941 17.1% 32,400 16,467 50.8% 37,900 17,409 45.9%
TOTAL $5,465,800 $3,245,514 59.4%| $58,619,800 $18,436,707 31.5%| $64,085,600 $21,682,222 33.8%




ILLINOIS STUDENT ASSISTANCE COMMISSION
Federal Student Loan Reserve Fund (FSLRF)
Comparative Sources and Uses Report

Federal Fiscal Year to Date
(October 2003 - January 2004)

BEGINNING CASH BALANCE, 10/01/03

Sources of Funds

Collections

Repurchases, Rehabs & Consolidations
Non- Reinsurable Claims

Reinsurance

IRS Offsets

Interest on Investment

Miscellaneous Income

Return of Working Capital from SLOF*

Total Sources

Uses of Funds
Reimbursements to Lenders
Borrower Refund
Funds Remitted to Dept. of Education-Default Collections
Funds Remitted to Dept. of Education-Repurch/Rehabs/Consolidations
Collections on Non-Reinsurable Claims
SLOF Retention-Default Collections
SLOF Retention-Repurch/Rehabs/Consol
Transfer to SLOF - Account Maintenance Fees
IRS Offsets Refunded
Default Aversion Fees

Total Uses

ENDING CASH BALANCE, 01/31/04
ACCRUAL ADJUSTMENTS

DUE TO/FROM DEPT. OF EDUCATION
Due From Dept. of Education
Reinsurance Claims Filed

Total Due from Dept. of Education
Due To Dept. of Education
Collections Share
Reinsurance Repayments
Other

Total Due to Dept. of Education
Net Due from Dept. of Education

OTHER ADJUSTMENTS
Due from Agency Operating Fund
Refund to Dept. of Education
SLOF Retention Payables
Cost of Collection due from SLOF
Non-Reinsurable Claims
Due from Federal Reserve Recall Fund
Default Aversion Fee Deferred Charges
Default Aversion Fee Payable
Other Receivable
Vouchers Payable-Lender Reimbursements
Due to Dept of Education Reserve Recall

Total Other Adjustments

ADJUSTED FUND BALANCE, 01/31/04
* SLOF - Student Loan Operating Fund

2004
$60,692,612

13,173,178
6,673,869
30,214
32,197,144
358,862
251,766
948

0

52,685,981

35,115,914
199,454
9,878,604
5,017,392
92,948
2,885,364
1,368,735
1,181,461
311,980
550,436

56,602,288
$56,776,303

8,358,768
8,358,768

(2,191,523)
(1,594,177)
(997,136)
(4,782,836)
3,575,932

0
0
(977,205)
30,339
27,143
0
5,952,382
(192,564)
27,824
(1,118,141)
(6,382,113)
(2,632,335)

$57,719,901

2003
$44,242,699

14,313,332
3,883,990
497,107
28,419,810
105,758
296,204
3,057
2,000,000

49,519,258

38,302,750
112,999
9,763,103
2,318,124
0
2,896,637
471,683
813,486
117,959
660,511

55,457,252
$38,304,704

22,112,741
22,112,741

(5,639,467)
(3,324,656)
(950,325)
(9,914,448)
12,198,293

11,000,000
66,728
(1,032,170)
174,959
325,817
2,942,417
5,112,719
(223,119)
354,609
(1,314,898)
(6,382,113)
11,024,949

$61,527,947



ILLINOIS STUDENT ASSISTANCE COMMISSION
Student Loan Operating Fund (SLOF)
Comparative Sources and Uses Report

Federal Fiscal Year to Date
(October 2003 - January 2004)

BEGINNING CASH BALANCE, 10/01/03

Sources of Funds
SLOF Retention-Default Collections
Direct Consolidation Cost
Loan Processing & Issuance Fees
Account Maintenance Fees
Default Aversion Fees
Interest on Investment

SLOF Retention-Repurch/Rehabs/Consolidations

Collections on Non- Reinsurable Claims
Miscellaneous Income
Transfer from Reserve Recall Func
Total Sources
Uses of Funds
Administrative Expenses
Return of Working Capital to FSLRF*
Non- Reinsurable Claims
Total Uses

ENDING CASH BALANCE, 01/31/04
ACCRUAL ADJUSTMENTS
DUE TO/FROM DEPT. OF EDUCATION
Due From Dept. of Education
Loan Processing & Issuance Fees
Account Maintenance Fees
Total Due from Dept. of Education
Due To Dept. of Education
Working Capital Transfer
Non-Reinsurable Claims
Refunds to Dept. of Educatior
Total Due to Dept. of Education
Net Due from Dept. of Education
OTHER ADJUSTMENTS
Due to Illinois GRF
SLOF Retention Receivable
Due to FSLRF Cost of Collectior
Default Aversion Fee Receivable
Default Aversion Fee Deferred Revenu
Interest on Investment
Fixed Assets
Vouchers Payable-Administrative Expenses
Other Payables
Total Other Adjustments

ADJUSTED FUND BALANCE, 01/31/04
*FSLRF - Federal Student Loan Reserve Func

2004

$22,875,059

2,885,364
4,349,644
2,290,707
3,373,249
550,436
102,449
1,368,735
92,948
10,182
2,410

15,026,125

12,375,184
0
30,214

12,405,397
$25,495,790

1,480,705
510,688
1,991,394

0
(27,143)
0

(27,143)
1,964,251

(2,904)
977,205
(30,339)
192,564

(5,952,382)

56,884

398,943
(1,932,879)
(250,613)
(6,543,521)

$20,916,518

2003
$34,107,313

2,896,637
2,681,178
1,607,608
3,127,604
660,511
207,774
471,683
0

10,412

0

11,663,407

12,720,229
2,000,000
497,107
15,217,336

$30,553,383

1,434,320
476,342
1,910,662

(11,000,000)
(325,817)
(66,728)
(11,392,545)
(9,481,883)

(3,572)
1,032,170
(174,959)
223,119
(5,112,719)
69,760
387,851
(2,395,174)
(167,710)
(6,141,234)

$14,930,265



Disbursements:

Student Loan Originations & Purchases
Average Borrower Indebtedness

Number of Borrowers

Total Originations & Purchases

Operating Expenses

Collections:
Principal - Student
Interest - Student
Principal - Guarantor
Interest - Guarantor
Federal Interest Benefits
Special Allowance

Summary:
Total Principal

Total Interest
Total Special Allowance

ILLINOIS STUDENT ASSISTANCE COMMISSION
ILLINOIS DESIGNATED ACCOUNT PURCHASE PROGRAM

January 31, 2004
CURRENT MONTH PREV. MONTH FY TO DATE CUMULATIVE

$6,630 $9,032 $6,959 $5,439
21,500 8,444 87,675 1,027,338
$142,541,019 $76,268,972 $610,115,336 $5,588,043,220
$5,189,814 $2,167,723 $24,808,618 $295,112,477
$45,140,879 $61,984,579 $337,714,086 $2,352,888,147
3,340,226 4,157,735 26,626,391 527,605,485
3,668,766 5,546,738 34,670,580 715,382,791
137,709 185,664 1,233,466 46,424,444
3,514,066 0 11,732,680 191,043,818
1,453,408 0 4,192,392 110,638,897
$48,809,645 $67,531,317 $372,384,666 $3,068,270,938
6,992,001 4,343,399 39,592,537 765,073,747
1,453,408 0 4,192,392 110,638,897
$57,255,054 $71,874,716 $416,169,595 $3,943,983,582




ILLINOIS STUDENT ASSISTANCE COMMISSION

COLLEGE ILLINOIS!
Sources and Uses Report
February 2004 -- FY 2004

BEGINNING MARKET VALUE TOTAL FUNDS BALANCE, 07/01/03
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Cash at Custodians and ISAC $ 7,837,235
SSgA S&P 500 Index Fund 52,864,375
Banc One Investment Advisors 79,536,142
William Blair & Co. 44,633,081
Osprey Partners 56,013,515
Wasatch Advisors 34,948,641
JFL International Equity Fund LLC 17,081,635
Richmond Capital Management 50,652,401
Total Beginning Balance $343,567,025
SOURCES OF FUNDS
Contributions received 35,026,707
Application and other fees 1,047,579
Interest from Treasury and Banks 60,725
Unrealized Interest on Investments 5,416,202
Unrealized Gain on Investments 35,386,434
Realized Gain on Investments 7,567,980
Total Sources 84,505,627
USES OF FUNDS
Administrative Expenses 2,216,881
Refunds to Purchasers 1,747,909
Tuition Payments 2,988,415
Investment Expense 801,618
Total Uses 7,754,823
ENDING MARKET VALUE TOTAL FUNDS BALANCE, 02/29/04
Cash at Custodians and ISAC $ 6,217,423
SSgA S&P 500 Index Fund 64,588,525
Banc One Investment Advisors 90,257,308
William Blair & Co. 51,221,739
LSV Asset Management 35,644,760
Merrill Lynch Investment Managers 35,236,921
SSgA Russell 2000 Fund 6,080,418
Wasatch Advisors 44,738,064
JFL International Equity Fund LLC 25,804,112
Richmond Capital Management 60,528,559
Total Ending Balance $420,317,829



ILLINOIS STUDENT ASSISTANCE COMMISSION

COLLEGE ILLINOIS!
Total Program Performance
February 2004 -- FY 2004

APPROXIMATE INVESTMENT RETURN, 02/29/04

Ending Fiscal Since Inception
Market Value Year-to-date Inception Date***
Total Program $420,317,829 13.6% 2.7% 7/6/99
Policy Benchmark* 13.7% 3.5%
Actuarial Assumption ** 5.1% 7.9%
Domestic Equity $237,510,428 20.7% -2.0% 716199
William Blair 51,221,739 14.8% -10.4% 7/7/00
Russell 1000 Growth 17.8% -14.3%
LSV Asset Management 35,644,760 1.6% 2/13/04
Merrill Lynch Investment Maagers 35,236,921 0.7% 2/13/04
Russell 1000 Value 21.1% 2.1%
SSgA Russell 2000 Value Index Fund 6,080,418 1.3% 2/25/04
Russell 2000 Value 32.2% 1.9%
State Street S&P 500 Index Fund 64,588,525 18.9% -2.6% 7/6/99
S&P 500 Index 18.9% -2.4%
Wasatch Advisors 44,738,064 27.9% 14.8% 9/7/01
Russell 2000 31.5% 10.8%
International Equity $25,804,112 28.7% 29.8%
Jarislowsky Fraser 25,804,112 28.7% 29.8% 10/4/02
MSCI EAFE 31.5% 35.5%
Domestic Fixed Income $150,785,867 2.3% 7.8% 7/6/99
Banc One Investment Advisors 90,257,308 2.8% 2.8% 7/1/03
Lehman Aggregate Index 2.1% 2.1%
Richmond Capital Management 60,528,559 1.6% 5.2% 10/7/02
Lehman Intermediate Government/Credit 1.7% 6.2%
Cash Account $6,217,423 1.1% 3.4%
T-Bills 0.7% 3.1%

Note: Returns are preliminary and subjeatetdsion pending the Marc8il, 2004 quarterly report.

* As of November, 2002 the Policy Benchmark is 458P500, 10% Russell 2000, 5% MSCI EAFE, 25% Lehman
Aggregate, 13% Lehman Intermediatev@rnment/Credit, and 2% T-bills. Preusly, the benchmark was 50% S&P500,
10% Russell 2000, 38% Lehman Aggregate and 2%§ {irom October, 2001 through October, 2002) and 50%
S&P500, 47% Lehman Aggregate and 3%ills (prior to October, 2001).

** Actuarial assumption was reviseéd 7.75% effective 7/01/02. Prior to 7/01/02 the assumption was 8%.

*** Benchmark returns are as of the beginning of the month.

NUMBER AND DOLLAR VALUE OF PLANS, 02/29/04

Number of Plans

Plans Paid in Full 19,231
Active Plans 14,873

Cancelled Plans 3,997
Suspended Plans 102
Total Number of Plans 38,203

Purchased Value of all Plans $664,611,164

Plan which has beempeoved and contragtayments are bemnmade.

Plan that has been terminated either at the request of the purchaser or involuntarily due to
delinquency, fraud, etc.
Suspended Plan: Plan with an incomplete application or other outstanding omissions; a plan with this status
is inactive.

Active Plan:
Cancelled Plan:
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