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Student Financial Services Bureau

The mission of the Student Financial Services Bureau is to excel in assist-
ing citizens to pursue postsecondary education by providing equality of ac-
cess to student financial resources and information. The Administration
Office directs the Student Financial Services Bureau, which consists of
four divisions: Michigan Education Trust, Michigan Guaranty Agency,
Michigan Higher Education Student Loan Authority and Fiscal Affairs, and
Office of Scholarships and Grants.

The bureau administers 33 state and federal student financial assistance
programs, most of which fall under the purview of the Boards of the Michi-
gan Higher Education Assistance Authority, the Michigan Higher Education
Student Loan Authority, and the Michigan Education Trust. The Michigan
legislature created these boards as separate and distinct entities.
Through its leadership, the Administration Office coordinates the planning,
organizing, and execution of all programs. Oversight of compliance with
established policies as well as applicable federal and state laws, regula-
tions, and administrative rules is also the responsibility of the Administra-
tion Office.
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Michigan Education Trust and Michigan Education Savings Program

Michigan Education Trust (MET) allows parents, grandparents, businesses
and others to prepay undergraduate tuition for a child residing in Michigan
at any Michigan public university or college. MET also provides refunds if
a student chooses to attend a Michigan independent college or out-of-
state college. The total purchase amount of a MET contract is eligible for
a state tax deduction and earnings are exempt from federal taxes if used
for qualified higher education expenses at any qualified higher education
institution in the nation or abroad.

Michigan Education Savings Program (MESP) offers seven investment op-
tions to encourage families to save for higher education. Savings may be
used for tuition, fees, room, board, books and equipment required for en-
rollment. Account contributions are eligible for a state tax deduction up to
$10,000 per year for joint tax filers ($5,000 for single tax filers) and earn-
ings are exempt from federal tax if used for qualified higher education ex-
penses at any qualified higher education institution in the nation or abroad.
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Michigan Guaranty Agency

Since 1965 the Michigan Guaranty Agency (MGA), as the State-
designated Federal Family Education Loan Program (FFELP) guarantor in
Michigan, assists students and their parents with financing a postsecond-
ary education through low-cost guaranteed student loans. Since its incep-
tion, MGA has guaranteed over $12.8 billion in student loans. MGA ser-
vices include training and technical support services to schools and lend-
ers, borrower information programs and customer assistance starting from
loan application through the repayment process, as well as outreach and
financial literacy activities.
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Michigan Higher Education Student Loan Authority and Fiscal Affairs

Michigan Higher Education Student Loan Authority (MHESLA) ensures
Michigan residents access to financial assistance to pursue a postsecond-
ary education at a school of their choice. This is accomplished by provid-
ing financial assistance in the form of federally-insured educational loans
directly to students and parents of students and by purchasing such stu-
dent loans from other lenders, thus providing the lenders with the liquidity
they need to continue providing student loan access. It provides financial
assistance to Michigan residents through three programs: (1) Michigan Di-
rect Student Loan Program, (2) State Secondary Market and (3) Michigan
Alternative Student Loan (MI-LOAN) Program.

Fiscal Affairs administers the fiscal activities for all of the offices and pro-
grams within the Michigan Higher Education Assistance Authority
(MHEAA) and MHESLA. The fiscal activities include accounting; budget;
capital formation; cash management; audit liaison; financial analysis and
forecasting; and federal State and management reporting. It provides the
financial management structure that contributes to the achievement of the
mission, goals and objectives of MHEAA and MHESLA, which impacts mil-
lions of students and their families and hundreds of higher education and
lending institutions in Michigan served by the two Authorities.
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Office of Scholarships and Grants

The Office of Scholarships and Grants (OSG) administers eleven State
and five federally-funded scholarship and grant programs. These program
allow Michigan students access and choice in achieving their higher edu-
cation goals. The programs include:

Michigan Competitive Scholarship (MCS)

Michigan Tuition Grant (MTG)

Michigan Merit Award (MMA)

Michigan Promise Scholarship (Promise)

Children of Veterans Tuition Grant (CVTG)

Tuition Incentive Program (TIP)

Michigan Nursing Scholarship (MNS)

Adult Part-Time Grant (APTG)

Michigan Educational Opportunity Grant (MEOG)
Michigan Work-Study—Undergraduate (MWSU)
Michigan Work-Study—Graduate (MWSG)

Leveraging Educational Assistance Partnership (LEAP)
Special Leveraging Educational Assistance Partnership (SLEAP)
Robert C. Byrd Scholarship Program (BYRD)

GEAR UP Michigan! Scholarship (GEAR UP)

Paul Douglas Teacher Scholarship Program (Douglas)

o

holarships and
Grants

Helping Students FPay for College
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Fiscal Year 2008 in Review

Michigan Education Trust

The Michigan Education Trust (MET) is the nation’s first prepaid tuition program. In
Fiscal Year (FY) 2008, 3,428 MET contracts were purchased on behalf of Michigan
children representing $49,390,378 in prepaid tuition. In 2008, MET also implemented
the Charitable Tuition Program and recognized its 20th year anniversary. MET assets
reached nearly $1 billion dollars.

Michigan Education Savings Program

The Michigan Education Savings Program (MESP) provides an opportunity for parents,
grandparents and others to save for postsecondary education through a college invest-
ment account. In FY 2008, 27,898 new accounts were opened for Michigan’s children.
In 2008, an RFP was issued to select a vendor for a new broker-sold version of the
MESP. MESP assets reached nearly $2 billion dollars.

Together MET and MESP held and sponsored several marketing initiatives during the
year including college savings challenge, Nathan Dungan Financial Literacy series, the
Meadowbrook Children’s Festival, Michigan Library Summer Reading Program and
Alumni Days at Henry Ford.

Michigan Guaranty Agency

Despite the turmoil in the financial markets and the loss of lenders that suspended op-
erations in the Federal Family Education Loan Program, this past fiscal year MGA
guaranteed over $888 million in federal student loans, providing access to higher edu-
cation for nearly 187,000 Michigan residents and students attending Michigan postsec-
ondary educational institutions.

Governor Granholm designated the Michigan Guaranty Agency (MGA) within the De-
partment of Treasury to administer the College Access Challenge Grant (CACG).
CACG is sponsored by the U.S. Department of Education and will provide Michigan
with approximately $2.1 million each year for two years. This grant is meant to foster
partnerships among federal, state, and local governments and philanthropic organiza-
tions that are aimed at increasing the number of low-income students who are pre-
pared to enter and succeed in postsecondary education.
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Fiscal Year 2008 in Review

Office of Scholarships and Grants

In FY 2008, the Office of Scholarships and Grants (OSG) disbursed $230 million in
scholarships and grants to assist Michigan students with higher education ex-
penses. Working cooperatively with the Department of Human Services (DHS) and the
Department of Management and Budget (DMB), the Student Financial Services Bu-
reau was able to document that OSG’s scholarship and grant program qualified as
match expenditures which allowed the State to receive $155 million dollars under
the Federal Temporary Assistance to Needy Families (TANF) program.

OSG also implemented the Michigan Promise Scholarship, which provides up to
$4,000 to high school students for successfully completing two years of postsecondary
education.

Michigan Higher Education Student Loan Authority

During FY 08, the Michigan Higher Education Student Loan Authority (MHESLA) pro-
vided Michigan families with savings of $3.8 million through its Michigan Students First
(MSF) borrower benefit program. From its inception in 2003, Michigan borrowers have
received $47.9 million in MSF benefits.

Due to the unprecedented capital markets disruption, on February 15, 2008 the MI-
LOAN Program was temporarily suspended, followed by MHESLA'’s suspension of its
participation in the Federal Family Education Loan Program on April 21, 2008.
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Scholarship and Grant Programs

Adult Part-Time Grant: Provides assistance for independent, undergraduate students
who have been out of high school (other than GED or adult education) for at least two
years. Grant availability is limited to two years of study with a maximum award amount
of $600 per academic year for students enrolled part-time.

Children of Veterans Tuition Grant: Provides undergraduate tuition assistance to
certain children of qualified veterans who meet Michigan residency requirements. The
renewable award pays a maximum of $2,800 per academic year.

GEAR UP Michigan! Scholarships: Delivers over $6 million in scholarships to needy
students from three urban public school systems: Detroit, Muskegon, and Flint. These
awards utilize federal funds received as part of the GEAR UP Grant administered by
the Michigan Department of Labor and Economic Growth. Scholarships are renewable
for up to four years in an amount equal to Pell Grant maximums. Payments begin in
FY 2008.

Leveraging Educational Assistance Partnership & Supplemental Leveraging
Educational Assistance Partnership: Provides federal funds to supplement the state
aid programs. These funds are co-mingled with the funds appropriated for the Michi-
gan Competitive Scholarship.

Michigan Competitive Scholarship: Provides renewable scholarships for students
enrolled in approved degree-granting Michigan colleges and universities based on aca-
demic merit and financial need. The maximum award is currently $1,300 per academic
year.

Michigan Educational Opportunity Grant: Provides assistance for undergraduate
students who enroll at least half time at public Michigan colleges and universities. The
award maximum is currently $1,000 per academic year.

Michigan Merit Award: Based on academic merit as determined by student perform-
ance on the MEAP high school tests, provides a maximum award of up to $3,000
($2,500 for high school component and $500 for middle school component) for stu-
dents through the high school graduating class of 2006.
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Scholarship and Grant Programs

Michigan Nursing Scholarship: Provides renewable scholarships for students en-
rolled in approved programs that lead to a LPN, ADN, BSN, or MSN degree. Students
can receive up to $4,000 per academic year. Recipients are required to work as a di-
rect patient care practitioner or as a teacher of nursing in Michigan for one year for
each year of assistance. The scholarship reverts to a loan if the student fails to fulfill
the work requirement.

Michigan Promise Scholarship: Provides up to $4,000 to high school graduates who
have taken the Michigan Merit Exam (MME) for successfully completing two years of
postsecondary education (beginning with the high school graduating class of 2007).

Michigan Tuition Grant: Provides grant assistance to needy students attending
Michigan non-profit, independent colleges and universities. The maximum award is
currently $2,100 per academic year.

Michigan Work-Study Undergraduate: Offers work opportunities for undergraduate
students who enroll at least half time at participating degree-granting Michigan col-
leges and universities. Employment may be on campus or with private, off-campus
employers.

Michigan Work-Study Graduate: Offers work opportunities for graduate students
who enroll in degree-granting colleges and universities with participating graduate pro-
grams.

Paul Douglas Teacher Scholarship Program: Provided federal scholarships for stu-
dents who were required to teach for two years for each year awarded.

Robert C. Byrd Scholarship: Merit-based federal program designed to promote stu-
dent excellence and achievement. This program currently provides a $1,500 award
each year for four years.

Tuition Incentive Program: Pays tuition and mandatory fees for eligible students.
Eligible students are those who have or have had Medicaid coverage for 24 months
within a 36-month period as identified by the Department of Human Services.
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Loan Programs

Electronic Payment Savings (EPS): Provides borrowers with an option for auto-
mated loan payments and an interest rate reduction of one-quarter of one percent
(.25%) on all FFELP loans.

Federal Consolidation Loan Program: Allows student and parent borrowers to con-
solidate several types of federal student loans into one loan. The legal basis for the
Federal Consolidation Loan Program is the Higher Education Act of 1965, as
amended.

Federal Family Education Loan Program (FFELP): Loan programs authorized by
Title IV, part B of the Higher Education Act of 1965, as amended, that includes the
Federal Stafford, Federal PLUS, Federal SLS, ad Federal Consolidation Loan Pro-
grams.

Federal PLUS and Graduate PLUS Loan Programs: Allows parents to borrow on
behalf of undergraduate students to help meet educational expenses. The legal basis
for the Federal PLUS Loan Program is the Higher Education Act of 1965, as amended.
The legal basis for the Graduate PLUS Loan Program is the Deficit Reduction Act of
2005.

Federal Subsidized Stafford Loan Program: Offers low interest rate loans. Interest
is subsidized by the federal government pending certain requirements. The legal basis
for Federal Stafford loans is the Higher Education Act of 1965, as amended.

Federal Unsubsidized Stafford Loan Program: Offers low interest rate loans. The
federal government does not subsidize interest. The legal basis for Federal Stafford
loans is the Higher Education Act of 1965, as amended.
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Loan Programs

*Michigan Advantage Consolidation: This program allows eligible student loans to
be combined into one loan with the following borrower benefits: one-quarter of one per-
cent (.25%) reduction in the interest rate for automatic electronic payments and a one
percent (1%) reduction in the interest rate after 36 on-time payments, with a minimum
consolidation amount of $7,500.

*Michigan Alternative Student Loan (MI-LOAN) Program: The MI-LOAN Program
offers an alternative source of loan funds to creditworthy and credit-ready Michigan
students and parents to assist in meeting the costs of postsecondary education. The
legal basis for the MI-LOAN Program is Public Act 222 of 1975, as amended.

*Michigan Engineering Incentive: MEI is a unique program designed to encourage
more students to consider study and careers in the engineering and technology fields
by offering a zero percent (0%) interest rate and a credit equal to the federal loan origi-
nation fee for eligible students in an eligible engineering or technology program.

*Michigan Student Loan Program: The MSLP offers subsidized and unsubsidized
Federal Stafford, PLUS, and Consolidation loans to students and parents. The legal
basis for MSLP is Public Act 222 of 1975, as amended.

*Michigan Students First: Through MSF, borrowers can lower the cost of their fed-
eral Stafford and PLUS loans with a credit equal to the origination fee and a zero per-
cent (0%) interest rate after 36 on-time payments.

*State Secondary Market: The SSM purchases federally insured loans from financial
institutions as a means of liquidating their assets and providing new capital to reinvest
in new student loans. The legal basis for SSM is Public Act 222 of 1975, as amended.

* Program suspended on April 21, 2008
* *Program suspended on February 15, 2008

r‘ Student Financial

1 SERVICES BUREAU



STUDENT FINANCIAL SERVICES BUREAU

ANNUAL REPORT 2008

Michigan Education Trust Plans

Full Benefits Plan: This plan guarantees full in-state tuition and mandatory fees at
any Michigan public university, or tuition and mandatory fees at Michigan public com-
munity colleges (in-district or out-of-district) up to the number of credit hours required
for a standard four-year baccalaureate degree (usually 120 semester credit hours).

Individuals may purchase in semester increments up to 8 semesters (4 years) of tui-
tion.

The Limited Benefits Plan: The Limited Benefits Plan guarantees in-state tuition and
mandatory fees at Michigan public universities, or tuition and mandatory fees at Michi-
gan public community colleges (in-district or out-of-district), up to 105 percent of the
weighted average tuition of all Michigan public four-year universities. If a student de-
cides to attend a Michigan public college where tuition costs are higher than average,
the number of credits allowed will be prorated based on the number of credit hours
MET can purchase with 105 percent of the weighted average cost of Michigan public
four-year universities. This plan might not cover the full cost of Michigan’s most expen-
sive institutions.

Student who attend a school where tuition is not fully covered under the Limited Bene-
fits Plan will receive the number of credit hours MET can purchase at the time of enroll-
ment.

Individuals may purchase in semester increments up to 8 semesters (4 years).

The Community College Plan: This plan provides in-district tuition and mandatory
fees at Michigan public community colleges. Some areas of the state are not within a
community college district. Students who attend a community college out of their dis-
trict will be responsible to pay the difference between the out-of-district and in-district
tuition costs.

Individuals may purchase in semester increments up to 4 semesters (2 years) under
this contract.

MET recognizes that not all students will attend a Michigan public college. If the bene-
ficiary chooses to go to a Michigan independent (private) college or to an out-of-state
college, MET does not provide full tuition at those institutions. Instead, MET pays a
refund based on the plan chosen.
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Michigan Education Savings Plan Investment Options

Moderate Age-Based Allocation Option: The Moderate Age-Based Allocation Op-
tion was formerly known as the Managed Allocation Option. This is the core Investment
Option offered under MESP. The investment objective of this Investment Option is to
earn a rate of return that is greater than the rate of increase in the costs of higher edu-
cation while limiting the risk of losing principal.

Conservative Age-Based Allocation Option: This Investment Option invests in the
same underlying Funds as the Moderate Age-Based Allocation Option. However, the
initial contributions to this Investment Option are less heavily invested in equities and
real estate than in the Moderate Age-Based Allocation Option. While the Conservative
Age-Based Allocation Option maintains the investment objective of earning a rate of
return that is greater than the rate of increase in the costs of higher education while
limiting the risk of losing principal, it is less likely to keep pace with rising tuition rates
because with less risk and lower volatility the investment returns are generally lower.

Aggressive Age-Based Allocation Option: This Investment Option also invests in
the same underlying Funds as the Moderate Age-Based Allocation Option. However,
the initial contributions to this Investment Option are more heavily invested in equities
and real estate than in the Moderate Age-Based Allocation Option.

100% Equity Option: MESP allocates your contributions, together with any return on
your contributions, under this Investment Option among the TIAA-CREF International
Equity Fund, the TIAA-CREF Mid-Cap Growth Fund, the TIAA-CREF Mid-Cap Value
Fund, the TIAA-CREF Small-Cap Equity Fund, and the TIAA-CREF S&P 500 Index
Fund.
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Michigan Education Savings Plan Investment Options

100% Fixed Income Option: MESP allocates your contributions, together with any
return on your contributions, under this Investment Option between the TIAA-CREF
Bond Fund and the TIAA-CREF Inflation-Linked Bond Fund.

Balanced Option: MESP allocates your contributions, together with any return on
your contributions, under this Investment Option among the TIAA-CREF S&P 500 In-
dex Fund, TIAA-CREF Mid-Cap Growth Fund, TIAA-CREF Mid-Cap Value Fund, TIAA-
CREF Small-Cap Equity Fund, TIAA-CREF International Equity Fund, TIAA-CREF
Real Estate Securities Fund, TIAA-CREF Bond Fund and the TIAA-CREF Inflation-
Linked Bond Fund.

Principal Plus Interest Option: Contributions under this Investment Option are allo-
cated to the Funding Agreement issued by TIAA-CREF Life to MESP. The current
Funding Agreement is an insurance contract which provides MESP with a guaranteed
return of principal and an annual minimum rate of return, with the opportunity for addi-
tional returns. The guarantee is to MESP, not directly to account owners. The rate of
any additional returns is declared in advance by TIAA-CREF Life for a period of up to
12 months and is not guaranteed for future periods. However, MESP cannot predict
the amount of any such additional returns under the Funding Agreement beyond such
12-month period. The minimum rate over the term of the Funding Agreement will not
be less than 1% nor greater than 3% and will be reset each year beginning on October
1. Please refer to the Disclosure Booklet for more detailed information regarding the
calculation on the minimum rate.
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Fund Distribution

PROGRAM VOLUME AMOUNT
Scholarships and Grants

Adult Part-Time Grant 6,008 $2,636,407
Children of Veterans Tuition Grant 400 860,722
GEAR UP Michigan! Scholarship 36 139,515
Michigan Competitive Scholarship 27,885 37,071,451
Michigan Educational Opportunity Grant 4,503 2,076,524
Michigan Merit Award 41,103 59,631,355
Michigan Nursing Scholarship 1,595 4,447,010
Michigan Promise Scholarship 37,895 37,970,742
Michigan Tuition Grant 35,518 53,088,352
Michigan Work-Study Undergraduate 5,002 6,585,629
Michigan Work-Study Graduate 128 214,828
Robert C. Byrd Scholarship 974 1,417,673
Tuition Incentive Program 11701 21,219,254
TOTAL 172,748 $227,359,462
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Fund Distribution

PROGRAM VOLUME AMOUNT

College Savings Programs

Michigan Education Trust 3,428 $17,971,098
Michigan Education Savings Plan 206,045 1,829,467,323
Michigan Education Savings Plan - 33,923 6,779,613
Matching Grant

Loans

Federal Subsidized Stafford Loan Program - MGA 125,254 $386,356,020
Federal Unsubsidized Stafford Loan Program - 107,904 397,867,971
MGA

Federal PLUS Loan Program - MGA 4,800 33,372,557
Federal Graduate PLUS Loan Program - MGA 1,915 21,047,013
Federal Consolidation Loan Program - MGA 2,109 58,779,796
Michigan Student Loan Program - MHESLA* 1,958 8,673,989
MI-LOAN Program - MHESL A** 2,057 13,840,662
State Secondary Market - MHESLA* 61,244 306,871,135

* Program suspended April 21, 2008
** Program suspended February 15, 2008
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Statement of Compliance

The Student Financial Services Bureau complies with all federal laws and regulations
prohibiting discrimination and with all requirements and regulations of the U.S. Depart-
ment of Education. It is the policy of the Student Financial Services Bureau that no
person on the basis of race, color, religion, national origin or ancestry, age, sex, marital
status, or handicap shall be discriminated against, excluded from participation in, de-
nied the benefits of, or otherwise be subjected to discrimination in any program or ac-
tivity for which it is responsible or for which it receives financial assistance from the
U.S. Department of Education.

The publication of this annual report is mandated by Article 1V, Section 315 of Public
Act 213 of 2008 and Section 10 of Public Act 77 of 1960, as amended.
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STATE OF MICHIGAN
DEPARTMENT OF TREASURY
STUDENT FINANCIAL SERVICES BUREAU
P.O. BOX 30047
LANSING, MI 48909-7547

1-800-642-5626, EXT. 37054
SFS@MICHIGAN.GOV
MICHIGAN.GOV/STUDENTAID
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