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Message from the Vice President and Chief Financi@fficer

Founded in 1881, the University of Connecticut (kémsity) serves as the state’s flagship for higher
education, meeting the educational needs of undduogte, graduate, professional, and continuing
education students through the integration of teagtresearch, service and outreach. The Uniyeddit
Connecticut is a comprehensive institution of higleglucation which includes the University of
Connecticut Health Center (Health Center). AltHougpverned by a single Board of Trustees, the
University and its Health Center maintain sepabatdgets and are by statute separate entities fpopes

of maintaining operating funds and state approjonat The Health Center also has a Board of Dirsct
to whom the Board of Trustees has delegated caraponsibility and authority.

This financial report for the fiscal year endede€®@, 2008 represents the transactions and balaftles
University, here defined as all programs except thealth Center. This includes Storrs-based
undergraduate and graduate programs, the regiangbuses, the School of Law and the School of Social
Work. The University’s enrollment in fiscal yea@@ was 28,190 students, taught by 1,294 full-time
faculty members and an additional 725 part-timaultgcand adjuncts. In total, the University emmoy
4,555 full and part-time faculty and staff. Theildmsity has shifted its focus accordingly from ragimg
growth to growing quality. Two other entities alsgpport the mission of the University: The Ungrgr

of Connecticut Foundation, Inc. (Foundation) anel thiversity of Connecticut Law School Foundation,
Inc. (Law School Foundation).

The University’s Board of Trustees is vested by laith fiscal oversight of the University. The
operational authority granted to the Universityléisiiupon the successful implementation of sevdeslgs
of legislation known as the Flexibility Acts, enadtin the early 1990’s. These statutory changabled
the University to become responsible and accouattrlits operational decisions independent of mafny
the previously imposed regulatory requirementse Uhiversity is responsible for the budgetary altom
of its State appropriation, check-writing authoyrityyman resource control, purchasing authority awith
the advent of UCONN 2000 in 1995, management o&lgprojects.

While the University’s operational flexibility anchpacity has grown, all of these activities alde tplace
within a context of continuing vigilance. The fim@al statements contained in this report refladdet
execution results consistent with spending plapsrating and capital budgets, approved by the Usiitye
Board of Trustees. The Board of Trustees, thratgjfioint Audit and Compliance Committee, exercises
oversight of all University financial reporting apdocesses and internal control systems, as welirast
engagement in the approval of independent audggrgices to augment the University’s internal audit
capacity and the work performed by state auditofs important component of external oversight, the
Auditors of Public Accounts issue an Independentlifans’ Report on the financial statements of the
University. They are responsible for auditing fitsancial operations and their opinion appearshiis t
report.

The financial condition of the University is clogdied to the State’s economic condition. There ar
significant financial and economic challenges fgcthe State and the nation. Since June 30, 20@8, t
University experienced an approximate reductio.6f6 in State support for the fiscal year 2009 tned
University will continue to face a very difficultinancial climate with further reductions likely.n |
discussion with the Governor the University hasrbesked to begin planning for the possibility of
significant reductions for fiscal year 2010. Basedthis request the University is developing anpko far

as possible, without impeding student progreshi@rjuality of the education delivered. The Uniitgis
President, Michael Hogan, appointed a special C@perations, & Revenue Efficiencies (CORE) Task
Force. The CORE Task Force has been charged ddhtifying new cost-savings, efficiencies, and
revenue enhancements by studying a broad randeedfniversity’s operations and processes. The task
force will deliver its initial recommendations imrty 2009. In all of this the University is comiei to
continue its high standard of service to its stislamd the citizens of the State.

Among its many accomplishments, for the ninth consee year, the University was named the top mubli
university in New England in the annual U.S. News &V/orld Report rankings. In fiscal year 2008, the
University was ranked 24th among 164 public unitiesin the nation.
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e Undergraduate enrollment is at an all-time high,levthe quality and diversity of students
choosing the University has shown a documentecdensey year since the mid-1990’s. Compared
to fall of 1995, fall 2007 freshman enrollment lag tmain campus was up 57%, minority freshman
enrollment was up 100% and, since 1996, average sfafles were up 79 points. Forty percent of
these students ranked in the top 10% of their bajiool class. In fiscal year 2008, the University
added 30 full-time faculty members to addressttieesiased instructional demand.

* The University’s freshman-to-sophomore retentiote rat the main campus is 93% and is
substantially higher than the 80% average for 48Beges and universities in the national
Consortium for Student Retention Data Exchangee ®tyear graduation rate is 75% and the
average time to graduate is 4.3 years among studemipleting Bachelor’s within six years.

» Approximately 6,750 degrees were conferred in tB87208 school year for the completion of
undergraduate, graduate and professional prograthe &torrs and regional campuses.

» Research awards for the Storrs-based program goew$55.9 million in fiscal year 1996 to $102
million in fiscal year 2008.

* UConn, including both the Health Center and Stbased programs, ranked 77 out of 662 among
all institutions and 53 out of 388 among public wamsities nationwide in research and
development expenditures, as measured by the N&tSmience Foundation.

» The New England Association of Schools and Collg#SASC) re-accredited the University on
September 20, 2007 for another ten-year term, gatirglowing terms the University’s decade-
long transformation.

» President Philip E. Austin ended his eleven yedexemplary leadership as the 2007 school year
began. On September 14, 2007, the University efn@oticut welcomed its fourteenth president,
Michael J. Hogan.

e The Foundation’s endowment, including both the He@lenter and Storrs-based programs, which
stood at $42 million at the start of 1995, is noalued at $317 million. Total Foundation net
assets reached $380 million.

* By 2008, the UCONN 2000 program had led to the detign of 99 major projects and 9.7
million square feet of new and renovated space.

» The Board of Trustees approved an Academic Planvitiaset the future direction and priorities
for the entire University. The Plan builds on ttemes of health and human behavior, the
environment, and arts, culture and society fromcallto global perspective.

 The Eminent Faculty Initiative in Sustainable Enewas launched in the School of Engineering
supported by $2 million from the State and $2 willin matching funds from corporate partners.

A new University Alert Notification System was démged and put into place to enhance
communications with the community in emergencyatitins

* The University signed the American College and @rsity President’s Climate Commitment, a
document that commits the Storrs campus to actgesdénbon neutrality by 2050.

Respectfully Submitted,

@f“% a/..,( £ M‘M

Richard D. Gray Paul R. McDowell
Vice President and Chief Financial Officer CHigfancial Officer
University of Connecticut Storrs-based Programs
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STATE OF CONNECTICUT

AUDITORS OF PUBLIC ACCOUNTS
STATE CAPITOL
KEVIN P. JOHNSTON SO CARITOL AVENIIE ROBERT G. JAEKLE

HARTFORD, CONNECTICUT 06106-1559

INDEPENDENT AUDITORS' REPORT

The Board of Trustees of the
University of Connecticut

We have audited the accompanying statements of net assets of the University of Connecticut (University) as of June 30, 2008
and 2007, and the related statements of revenues, expenses and changes in net assets and statements of cash flows for the
years then ended. The University is a component unit of the University of Connecticut system, which includes the University
of Connecticut, the University of Connecticut Health Center, the University of Connecticut Foundation, Inc. and the
University of Connecticut Law School Foundation, Inc. These financial statements are the responsibility of the University’s
management. Our responsibility is to express an opinion on these financial statements based on our audits. We did not audit
the financial statements of the University of Connecticut Law School Foundation, Inc., a discretely presented component
unit, which statements reflect assets constituting 1% and revenues constituting .04% of the related totals of the University in
2008. Those financial statements were audited by other auditors whose reports thereon have been furnished to us. and our
opinions, insofar as they relate to the amounts included for the University of Connecticut Law School Foundation, Inc., are
based solely on the reports of the other auditors. The audits of the University of Connecticut Law School Foundation were
conducted in accordance with auditing standards generally accepted in the United States of America.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the
University, as of June 30, 2008 and 2007, and the changes in net assets and cash flows for the years then ended, in
conformity with accounting principles generally accepted in the United States of America.

The Management Discussion and Analysis on pages 2 through 14 is not a required part of the basic financial statements but is
supplementary information required by the Governmental Accounting Standards Board. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement and presentation
of the required supplementary information. However, we did not audit the information and express no opinion on it.

/ 1
Sincerely, /’L ﬂ &
. s, ' —— N
Kevin P. Johnsfon Robert G. Jaekle
Auditor of Public Accounts Auditor of Public Accounts

January 14, 2009
State Capitol
Hartford, Connecticut
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Management’s Discussion and Analysis

INTRODUCTION

The following unaudited Management’s Discussion &madlysis (MD&A) is required supplemental informati  Its
purpose is to provide users of the basic finarsti@lements with a narrative introduction, overviewd analysis of those
statements. The MD&A, which is unaudited, includesanalysis of the financial position and resaftgctivities of the
University of Connecticut (University, as defineeldw) for the fiscal year ended June 30, 2008, dasecurrently known
facts, decisions, or conditions. It also includetected comparative information for the years dnileme 30, 2007 and
2006. As the MD&A presentation includes highly suarized information, it should be read in conjuotiwith the
accompanying financial statements and related rtoteke financial statements. The financial stasts, notes to the
financial statements, and this MD&A are the respality of management.

Founded in 1881, the University of Connecticut seras the state’s flagship for higher educatioretimg the educational
needs of undergraduate, graduate, professional,cantinuing education students through the intégmabf teaching,
research, service and outreach. The Universit@aminecticut is a comprehensive institution of higkducation, which
includes the University of Connecticut Health Cerftéealth Center). Although governed by a singtmail of Trustees,
the University and the Health Center maintain safeabudgets and are by statute separate entitrepuiposes of
maintaining operating funds and state appropriatiohhe Health Center also has a Board of Diredtoxghom the Board
of Trustees has delegated certain responsibilidyaarhority.

This financial report for the fiscal year ended€l30, 2008 represents the transactions and balanhties University, here
defined as all programs except the Health Ceniiéghis includes Storrs-based undergraduate and geagwagrams, the
regional campuses, the School of Law and the Satfd®bcial Work.

During the year ended June 30, 2004, the Univeradgpted Governmental Accounting Standards BoardS)
Statement No. 3PQetermining Whether Certain Organizations Are Comgra Units which amends GASB Statement No.
14, The Financial Reporting EntityAs a result, The University of Connecticut Lash8ol Foundation, Inc. (Law School
Foundation) is included as a component unit withtmiversity (see Note 1). A related, but indepamdcorporate entity,
The University of Connecticut Foundation, Inc. (Rdation), operates exclusively for charitable addoational purposes,
raising funds to promote, encourage, and assistaidm and research at the University and the Heaénter (see Note
12). The Foundation solicits and accepts donatidnmoperties, monies, and securities and invastsadministers these
gifts. The Foundation materially supports the misf both the University and the Health Centelichhare separately
audited, producing their own financial statemernsplaying the Foundation’s financial statemersaaomponent unit of
either the University or the Health Center wouldtdiit its actual contribution or economic benedfitthat entity, and
therefore the Foundation is not included as a carapbunit in the accompanying financial statements.

The University’s Board of Trustees is vested by laith fiscal oversight of the University. The opt@onal authority

granted to the University builds upon the succéssfplementation of several pieces of legislatioown as the Flexibility
Acts, enacted in the early 1990’s. These statutbanges enabled the University to become respenaitnl accountable
for its operational decisions independent of mahyhe previously imposed regulatory requirement$he University is

now responsible for the budgetary allocation ofState appropriation, check-writing authority, humasource control,
purchasing authority and, with the advent of UCORINO in 1995, management of capital projects.

While the University’s operational flexibility anchpacity has grown, all of these activities ald@ tplace within a context
of continuing external review. The financial stagnts contained in this report reflect budget etienuesults consistent
with spending plans and operating and capital bisdgpproved by the University’s Board of Truste@he Auditors of
Public Accounts issue an Independent Auditors’ Repo the financial statements of the Universifihey are responsible
for auditing its financial operations and theirmph appears on Page 1.

FINANCIAL HIGHLIGHTS AND ECONOMIC OUTLOOK

The University submits separate biennial operading capital budgets to the Governor and Generadrabl through the
Board of Governors for Higher Education. The Gehdékssembly appropriates and allocates funds diyetdl the
University. In general, the Governor may reduaesagency allotments by not more than 5%, althaugécent years the
General Assembly has afforded the Governor cesfadtified additional reduction authority.

The financial statements contained herein show gerating loss of $385.9 million for the year endihgne 30, 2008
(fiscal year 2008) as compared to $362.9 milliontfee year ending June 30, 2007 (fiscal year 2087, $347.3 million
for the year ending June 30, 2006 (fiscal year 200he increase in operating loss in fiscal ye@d& from fiscal year
2007 was due to an increase in total operatingresgeeof 6.7 %, primarily caused by a 7.1% incré@asalaries as a result
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of a 2.0% increase in full-time equivalent stafflaregotiated raises. The increase in operatingitofiscal year 2007 from
fiscal year 2006 was due to an increase in totatatmg expenses of 4.5%, primarily caused by &3r&rease in salaries
as a result of a 1.1% increase in full-time equmaistaff and negotiated raises. For public iastihs, the measure more
indicative of normal and recurring activities i€@me or loss before capital additions (deductionijch includes revenue
from State appropriations. The University exper@ha loss before capital additions (deduction$33%.0 million in fiscal
year 2008 as compared to $32.4 million and $45I8omifor fiscal years 2007 and 2006, respectivellotal operating
revenues grew $31.6 million in fiscal year 2008 &i®.7 million in fiscal year 2007. At the sammei operating
expenses increased $54.5 million in fiscal year82&8 compared to an increase in fiscal year 20036f3 million over
fiscal year 2006. Investment income decreasedly fillion, after three years of increases, inolgdncreases of $2.7
and $5.1 million in fiscal years 2007 and 2006pessively.

Sources of recurring revenues continued to exhtbéngth, with increases in both operating and pereting revenues the
past three fiscal years. State support increamethé fourth time in five years. The Universityttal enrollment in fiscal
year 2003 topped 25,000 students and grew to 2&tL@@nts in fiscal year 2008. These studentsaaight by 1,294 full-
time faculty members (an increase of 30 facultyrdhe prior year) and an additional 725 part-timeulty and adjuncts.
Undergraduate enrollment at the University reack@®46 students in fiscal year 2008, .3% more fiwmal year 2007
(1.3% more students in fiscal year 2007 over 2008).the same time, an in-state tuition and mamyatee increase of
5.8% and an out-of-state increase of 5.72% wereoapg for fiscal year 2008. Graduate and profesgi@nrollment
increased by 1.9% with an in-state tuition and naémg fee increase of 5.7% and an out-of-statecase of 5.58%. The
increased enroliment of all students, when combimigld the tuition and mandatory fee increases,ltedun an increase in
tuition and fee revenue, before scholarship allaeanof $20.2 million (8.0%) as compared to a $Ifilfion (6.6%)
increase in fiscal year 2007. Sales and servitezuniliary enterprises, before scholarship alloees) increased $6.0
million (4.6%), primarily as a result of an overaltrease in room and board fees of 7.1% for undegte students and
graduate students. In fiscal year 2007, salessandces of auxiliary enterprises, before scholgralowances, increased
$8.6 million (7.1%), primarily as a result of anewall increase in room and board fees of 7.3% fatengraduate students
and 7.2% for graduate students. Grant and cormeaenues increased $9.2 million (8.2%) in fiseery2008 as compared
to $4.9 million (4.6%) in fiscal year 2007 overGB)

HEADCOUNT ENROLLMENT IN FALL OF EACH FISCAL YEAR
TEN YEAR COMPARISON
30,000

25,000
20,000 +
15,000 -
10,000 +
5,000 -+

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

BUndergraduate

OGraduate and Professional

The 21st Century UConn program, also known as Phhsé UCONN 2000, began in fiscal year 2005. répresents a
$1.3 billion, 10-year extension of the original US® 2000 program (see Note 5), and provides $1lbifor facilities

improvements at Storrs, the regional campusesStheol of Law and the School of Social Work, an@%3 million for

improvements at the Health Center. The 21st Cgnfi@onn program was amended in fiscal year 200&nehkng it an
additional year, without any change in the totabant. This commitment from the State provides iemgn funds for
capital enhancement and preservation and will allogv University to provide quality facilities comnsurate with the
enrollment growth experienced in recent years.

The financial condition of the University is clogdled to the State’s economic condition. There sigmificant financial
and economic challenges facing the State and tkiennaln June 2008, the University experiencedamproximate
reduction of 3.5% in State support for the fiscaary2009. The University will continue to face exydifficult financial
climate with further reductions likely. In discims with the Governor, the University has been dgkebegin planning for
the possibility of further significant reductions fiscal year 2010. Based on this request the éigity is developing a
plan to manage any additional reductions, so fap@ssible, without impeding student progress or dhelity of the
education delivered. In all of this the Univerdgycommitted to continue its high standard of Bervo its students and the
citizens of the State.
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FINANCIAL STATEMENTS

Effective July 1, 2001, the University adopted GASEtement No. 3Basic Financial Statements - and Management's
Discussion and Analysis - for Public Colleges anuvdrsities as amended by GASB Statements Nos. 37 and 3&BGA
Statement No. 35 establishes standards for finmeorting for public colleges and universitieShe University's
financial report includes three basic financiatestaents: Statements of Net Assets; StatementswdRies, Expenses, and
Changes in Net Assets; and Statements of Cash Flows addition, the following elements are inclddeith these
general-purpose financial statements: Managemddissussion and Analysis and Notes to the FinanStatements.
GASB No. 35 focuses on the University as a whothaathan on accountability by individual fund gpsuand provides
accounting and financial reporting guidelines, emiag the usefulness and comprehension of finamejarts by external
users. The adoption of these standards resultdeeinonversion from fund accounting statementtdtements presented
in a single-column format.

The financial statements reflect budget executésults consistent with operating budgets and spgrqalans approved by
the University’s Board of Trustees. The Universitiepares and presents its Operating Budget rexjaest annual
Spending Plan in a current funds format.

STATEMENTS OF NET ASSETS

The Statements of Net Assets present the ass#igities, and net assets of the University ashefdénd of the fiscal year,
June 30. The Statements of Net Assets are a diime financial statement — a snapshot — and asme of the financial
condition of the University. These statements gmé®nd-of-year data concerning assets, class#gedurrent (those
available for use within one year) and noncurrémige available beyond one year), liabilities, gatzed as current (those
maturing and due within one year) and noncurrdmtsg maturing and due after one year), and netsasesd represent the
difference between total assets and total liabgiti Assets are what is owned by or what is owethéoUniversity,
including payments made to others before a semwge received. Assets are recorded at their cuuaoe, except for
property and equipment that are recorded net airaotated depreciation. Liabilities represent wisadwed to others or
what has been received from others prior to thevélsity service being provided.

Readers of the Statements of Net Assets are abtietermine the assets available to continue theatipas of the
University. The net asset value of the Universtyhe residual interest or equity in the Univigfsiassets after liabilities
are deducted. Over time, an increase in net aissatsindicator of the University’s improving fineial strength.

The following table shows condensed StatementsebvfA$sets at June 30 (in millions):

2008 2007 2006

Current assets $ 4212 $ 4534 $ 390.7
Noncurrent assets
State debt service commitment 700.1 763.4 734.4
Investments 12.3 14.9 135
Property and equipment, net 1,459.1 1,487.1 247/
Other 18.9 20.3 20.5
Total assets $2,611.6 $2,739.1 $2,683.8
Current liabilities $ 2487 $ 2599 $ 258.1

Noncurrent liabilities
Long-term debt and bonds payable 962.7 1,040.3 1,020.7

Other 22.2 21.3 21.3

Total liabilities $1,233.6 $1,321.5 $1,300.1
Invested in capital assets, net $1,186.9 $1,200.1,228.5
Restricted 55.3 95.7 60.9
Unrestricted 135.8 121.8 94.3

Total net assets $1,378.0 $1,417.6 $1,383.7

The total assets decreased $127.5 million in figeat 2008 over 2007 and increased $55.3 millidiiszal year 2007 over
2006. The decrease in fiscal year 2008 was priyndude to a $22.8 million ($17.0 million in fiscgéar 2007) increase in
cash and cash equivalents and $10.0 million ineréaslue from State of Connecticut ($.8 millionfiscal year 2007),
offset by a $64.2 million decrease in deposit vaitind trustee ($27.3 million increase in fiscal y2@07), a $59.3 million
decrease in the state debt service commitment §$3@lion increase in fiscal year 2007), a $9.3limil decrease in
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accounts receivable ($12.0 million increase indisear 2007) and a negative $27.1 million of addi to property and
equipment, net of accumulated depreciation ($34lliomnegative in fiscal year 2007).

The total liabilities for fiscal year 2008 decred$87.9 million ($21.3 million increase in fiscaagr 2007) primarily due to
newly acquired debt through the sale of generafatibn bonds (fiscal year 2007 only) and other miat, totaling $1.1
million ($136.2 million in fiscal year 2007) offsby the retirement of prior year debt on existimypdls and loans of $75.6
million ($113.0 million in fiscal year 2007) anddecrease in due to affiliate of $13.8 million isdal year 2008 ($5.4
million increase in fiscal year 2007). The combima of the decrease in total assets of $127.5iamil{$55.3 million
increase for fiscal year 2007) and total liabifitief $87.9 million ($21.3 million increase for fedcyear 2007) yields a
decrease in total net assets of $39.6 million ($34illion increase in fiscal year 2007).

Capital and Debt Activities

During fiscal year 2008, the University recordedlifidns to property and equipment totaling $73.1lliom ($53.9 million
and $105.0 million in fiscal years 2007 and 20@8pectively) of which $28.7 million related to lalilgs and construction
in progress ($27.2 million and $76.8 million ind& years 2007 and 2006, respectively). The grafttihe University’s
property and equipment is a direct result of theceasful UCONN 2000 program. The third phase efggfogram, also
known as 21st Century UConn, expands and buildthersuccess of UCONN 2000 with an additional $ill®ob for
improvements to facilities at the University ané tHealth Center (see Note 5). The following piartipresents the total
property and equipment at cost:

TOTAL PROPERTY AND EQUIPMENT AT COST AT JUNE 30, 2008
($in Millions) Total $2,237.9

Equipment
$439.6 20%

Construction in
Progress
$23.7 1%

Buildings

$1,571.7 70% Land

$14.8 1%

Non-structural
Improvements
$188.1 8%

In fiscal year 2008, the University did not isSUE@NN 2000 general obligation bonds ($135.4 milltotal face value
was issued in fiscal year 2007 of which $23.5 wnilliwas committed to the Health Center for its UCORDDO projects).
See Note 5. The State has made a commitment tb then University for all principal and intereggsayments due on
UCONN 2000 general obligation debt, inclusive o§2Century UConn. The commitment from the Statederded as a
current and noncurrent receivable (state debt s@m®ommitment in the accompanying Statements ofAdsets), as the
general obligation debt is incurred. As bondsisseed, the amount of the commitment for the He@khter is reflected
as a liability by the University. During fiscal 22008, the University paid the remaining balancksvo loans, the
Towers Loan financed by the U.S. Department of Etlan and the Financial Accelerator Loan.

The University began providing on-site generatidrelectricity, steam and chilled water for heatigugd cooling for the
University at its Storrs campus in fiscal year 2(6€e Note 5). Long-term savings in costs foiti#tfl are anticipated from
the operation of the plant and were experiencdiddal years 2008 and 2007.

See Notes 4 and 5 of the financial statementsuidhér information on capital and debt activitieBhe chart on the next
page illustrates the categories of debt as of 3008, exclusive of premiums, discounts and défgrences due to
refunding:
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CATEGORIES OF DEBT AT JUNE 30, 2008
($in Millions) Total $1,021.9

Revenue Bonds
$177.3 17%

Obligation Under

Capital Lease for
General Obligation P

Bonds Cogeneration
$763.4 75% $75.2 %
Other Debt
$6.0 1%

Net Assets

Net assets are divided into three major categoifde first category, invested in capital asset$ ofirelated debt, provides
the University’s equity in property and equipmenthe restricted net assets category is divided into categories,
nonexpendable and expendable. The corpus of restrinonexpendable resources is only available fioestment
purposes, and in the University’s Statements of Assets this amount represents endowment assgpenéable restricted
net assets are available for expenditure by thetutien, but must be spent for purposes determibgdionors and/or
external entities that have placed time or purgestictions on the use of the assets. The fiagory is unrestricted net
assets. Unrestricted net assets are defined byBG#Sinclude funds not restricted by third-partiéscluding all
unrestricted funds formerly (prior to fiscal yed02) included in the balances of unrestricted curfends, retirement of
indebtedness funds, and plant funds. Unrestricted assets may be designated for specific purpbgeaction of
management or the Board of Trustees or may otheriagslimited by contractual agreements with outpidgies. GASB
prohibits a breakout of designated unrestrictedi$uon the face of the Statements of Net Assetsredtiicted net assets
are available to the University for any lawful pasg of the institution. The following shows a camigon between fiscal
years by category of unrestricted net assets:

UNRESTRICTED NET ASSETS ($ in Millions)

l 02006 @2007 E|2008l

$70 $64.7

$60 $54.2
$50 - $46.2

$40 | $35.0 $34.8 $35.7 $36.1

$31.9

$30

$20 1 $13.3

$10

$0

Current Funds Unexpended Plant Funds Internally Restricted for Retirement of
Indebtedness

Substantially all unrestricted net assets are nalfr designated for academic and research prograapstal programs,
retirement of debt, and auxiliary enterprise atitgi
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STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

Revenues and expenses are classified as openatingperating, or capital additions (deductions)ading to definitions
prescribed by GASB. Significant recurring souroésionoperating revenues utilized in balancingdperating loss each
year include state appropriations for general djgers, state debt service commitment for interestycapital gifts, and
short-term investment income. By its very natarestate funded institution does not receive tujtiees, and room and
board revenue sufficient to support the operatafrthe University. Therefore, these nonoperatingenues are essential to
the programs and services provided by the Univerditnless a significant increase in tuition anesfand room and board
revenues occurs, the University will always sholwss from operations.

The following table shows condensed StatementseseRues, Expenses, and Changes in Net Assetsefdistal years
ended June 30 (in millions):

2008 2007 2006

Operating revenues $ 480.6 $ 4491 $ 4294
Operating expenses 866.5 812.0 776.7

Operating loss (385.9) (362.9) 473)
Net nonoperating revenues 348.9 330.5 301.5

Loss before capital additions (37.0) (32.4) (45.8)
Net capital additions (deductions) (2.6) 66.4 60.0

Increase (Decrease) in net assets $ (396) $ 34.0 $ 142

While the Statements of Net Assets present thendiaha condition at a point in time, the StatemeafsRevenues,
Expenses, and Changes in Net Assets representtthigyafor a period of time — one year. Thesdetaents present either
an increase or decrease to net assets based mvémeies received by the University, both operadimg) nonoperating, the

expenses paid by the University, operating and peraiing, and any other revenues, expenses, gathksases received
or spent by the University.

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
($in Millions)
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Generally, operating revenues are earned whengingvigoods and services to the various custometheofJniversity.
Operating expenses are incurred in the normal tiparaf the University and represent those expepsés to acquire or
produce the goods and services provided in retarnttie operating revenues. Operating expenses iatdode the
provision for estimated depreciation of propertd aguipment. The difference between operatingmaees and operating
expenses is the operating income or loss. Asta &iaded agency, the University is expected tcedrpce an operating
loss each year.

Nonoperating revenues are revenues received farrmgoods and services are not provided, includiatg appropriations
and state debt service commitment for interesithSavenues are provided by the State to the Usityewithout the State
directly receiving commensurate goods and seniitesxchange for those revenues. Nonoperating r@g&fexpenses)
also include noncapital gifts, investment inconrggriest expense, and other expenses not considertbé functional
classification of operating expenses.

Capital additions (deductions) are comprised of dtae’s debt service commitment for principal payts on general
obligation bonds used for capital purposes, cagifgiropriation, capital grants and gifts, the dsgpoof property and
equipment, and other capital related items. Tle8tents of Revenues, Expenses, and Changes iAsNets reflect a
decrease in the net assets of $39.6 million imafigear 2008 and increases of $34.0 million and.ZHdillion for fiscal
years 2007 and 2006, respectively.

Revenues
The following table summarizes operating and noraipgg revenues and capital additions for the fig@ars ended
June 30 (in millions):

2008 2007 2006
Operating revenues:
Student tuition and fees, net $ 199.7 $B38 $ 1772
Grants and contracts 121.2 112.1 107.3
Sales and services of educational departments .3 15 14.9 155
Sales and services of auxiliary enterprises, net 133.5 127.5 119.2
Other sources 10.9 11.1 10.2
Total operating revenues 480.6 449.1 429.4
Nonoperating revenues:
State appropriation 328.2 305.9 285.7
State debt service commitment for interest 395 359 331
State match to endowments A A -
Gifts 24.8 24.4 20.5
Investment income 104 12.3 9.6
Total nonoperating revenues 403.0 378.6 348.9
Capital additions:
State debt service commitment for principal - .265 61.6
Capital appropriation 8.0 - -
Capital grants and gifts 6.8 3.0 10.0
Capital other, net (sd&xpensesection) - 1.6 -
Total capital additions 14.8 69.8 71.6
Total revenues $ 8984 $ 8975 $ 8499

Revenue highlights, for fiscal years 2008 and 2@@h comparison to the prior fiscal years, incluglioperating and
nonoperating revenues and capital additions, ptedeon the Statements of Revenues, Expenses, aang€h in Net
Assets are as follows:

= Student tuition and fees, net of scholarship alloves, increased 8.9% in fiscal year 2008 (3.5%sicaf year
2007) and 8.0% before scholarship allowances (6ré%iscal year 2007). The increase in fiscal y2@08 was
due in part to .3% (1.3% in fiscal year 2007) monelergraduates enrolled at the University and arease of
5.8% (5.69% in fiscal year 2007) for undergraduatstate tuition and mandatory fees charged, aii@9%.
(5.61% in fiscal year 2007) for out-of-state tuitiand mandatory fees.

= Total grants and contracts increased $9.2 mill&2%) in fiscal year 2008 ($4.9 million or 4.6%fiacal year
2007) as a result of higher than anticipated fiferaid and miscellaneous grants and contracts thweprior year.
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= Sales and services of auxiliary enterprises, nsthélarship allowances, increased approximatélyodand 7.0%
during fiscal years 2008 and 2007, respectivelyhe Thcrease in fiscal year 2008 resulted primafrigm an
increase in fees charged for both room and boai186 for undergraduate students and graduaterggid@he
increase in fiscal year 2007 resulted primarilyniran increase in fees charged for both room anddbwia7.3%
for undergraduate students and 7.2% for graduatiests.

= The largest source of revenue, state appropridatioluding fringe benefits, increased $22.2 millian,7.3%
increase in fiscal year 2008 and $20.3 million,. 894 increase in fiscal year 2007. The state apfatpn is
included in the nonoperating section. The Stase g@rovides state debt service commitment for therést
payments made annually on general obligation bor8tate debt service commitment for interest reeesualso
included with nonoperating revenues and corresptmdise total interest paid and accrued on gerwhidation
bonds. Effectively, this revenue offsets a siguaifit portion of interest expense each year. Adsogeneral
obligation bonds are issued (see Note 5) the $tatemits to the repayment of the future principabants and a
receivable is recorded on the Statements of Ne¢t8ds reflect this commitment. This results inemeue that is
recorded as a capital addition and totaled $651Romiin fiscal year 2007. There were no generdligation
bonds issued in fiscal year 2008. In fiscal y2@@8, included in capital additions, the State jzfed a capital
appropriation totaling $8 million related to a mrdj at University’s School of Law.

= Gift revenue, both capital and noncapital, is degifrom gifts made directly to the University armom the
Foundation and Law School Foundation. These sg@dands are provided to the University for ediaal,
cultural, recreational, and research activitieathBhe Foundation and the Law School Foundatighudise funds
to the University as requests are made, providedebuest is in accordance with donor restrictidremy. These
gifts, including capital gifts, received by the Weisity from both Foundations totaled approximat®Bi1.6
million in fiscal year 2008 compared to $24.2 roifli in fiscal year 2007. Both Foundations also paid
approximately $4.7 million in fiscal year 2008 (&3nillion in fiscal year 2007) to third parties behalf of the
University. This amount is not reflected in theildmsity’s financial statements. In addition, thaiversity
receives gifts directly. Total nonoperating giétisd capital gifts and grants revenue to the Unityefsom all
sources amounted to $31.6 million and $27.5 milliofiscal years 2008 and 2007, respectively.

Revenues, excluding capital additions, came frorareety of sources and are illustrated in the folley graph:

REVENUES FOR FISCAL YEAR 2008 ($ in Millions)

Total: $959.1
OPERATING REVENUES *
58% $556.1 Other Operating
Revenues
Sales & Services of 3% $26.2 NONOPERATING

REVENUES

- I
Auxiliary Services 42% $403.0

14% $136.0

O State Appropriation

34% $328.2
Grants & Contracts

0,
13% $121.3 B State Debt Service

Commitment for
Interest
4% $39.5

0O Gifts, Investment
Income
& Other
4% $35.3

Tuition and Fees *
28% $272.6

* Shown here at gross amounts, not netted for student financial aid totaling $75.5 million.
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Expenses
The following table summarizes operating and nonafeg expenses and capital deductions for thalfigears ended June

30 (in millions):

2008 2007 2006

Operating expenses:

Instruction $ 276.7 $ 256.1 $ 245.6
Research 62.8 59.6 55.9
Operations and maintenance of plant 64.1 60.6 .7 65
Auxiliary enterprises 135.1 126.8 122.0
Depreciation 100.2 88.0 86.5
Other 227.6 220.9 201.0
Total operating expenses 866.5 812.0 776.7
Nonoperating expenses:
Interest expense 51.2 47.5 43.3
Other nonoperating expense, net 2.9 .6 4.2
Total nonoperating expenses 54.1 48.1 47.5
Capital deductions:
Disposal of property and equipment, net 9 3.4 9 .
Capital other, net (sd®evenuesection) 16.5 - 10.6
Total capital deductions 17.4 3.4 115
Total expenses $ 938.0 $ 8635 $ 835.7

The following chart depicts comparative functioeg&penditures of the University:

EXPENSES BY FUNCTIONAL CLASSIFICATION
($in Millions)
(Shown here at gross amount, not netted for student financial aid.)
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Operating expenditures are classified by functiothe accompanying Statements of Revenues, Expearsg<hanges in
Net Assets. These functions directly contributehe major mission of the University. Total opeangtiexpenses were
$866.5 million and $812.0 million in fiscal year@® and 2007, respectively, netted for studennfifed aid totaling $75.5
million and $71.4 million, respectively. Naturat object classification includes salaries, fringenéfits, utilities, and
supplies and other expenses (see Note 14 for apgeatpenses classified by object).

Highlights of expenses, including operating andap@rating expenses and capital deductions, prasentéhe Statements
of Revenues, Expenses, and Changes in Net Asgess dollows:

Instruction, the University's largest operating erpe, increased $20.6 million (8.0%) in fiscal y2a08 and
$10.5 million (4.3%) in fiscal year 2007, primariye to an increase of approximately 32 (29 irefisear 2007)
full-time equivalent faculty and staff, an averagenpensation increase for the bargaining unitppfaximately
5% in both years and an increase in supplies, caditiee and other expenditures in fiscal year 200816
million ($.9 million decrease in fiscal year 2007).

In fiscal year 2008, research expenses increasddrilion or 5.2% ($3.7 million or 6.6% in fiscgkar 2007).
This is commensurate with an increase in fiscary&$08 and 2007 in associated research reventihsse
expenditures are related primarily to sponsoredanesh revenues and are affected by the timinglafisa and the
purchase of supplies and commodities that can &egeld to grants.

Academic support decreased $.7 million in fiscalry2008 due to timing of purchases for major pecald and
other subscriptions. In fiscal year 2007, it irced $7.6 million (10.1%) due primarily to a $4.8ion increase
in supplies, commodities and other expenses of Wwi$i8.8 million related to the University modifyirits
capitalization policy to expense as incurred th&<of journals, subscriptions, and electronic medi

In fiscal years 2008 and 2007, institutional supgaperienced increases of $5.0 million or 7.4% $&® million
or 10.8%, respectively. This resulted from a 5ihesease (5.9% in fiscal year 2007) in the numbeulb-time
equivalent staff and an average compensation isera the bargaining units of approximately 5%ath years.

Operations and maintenance of plant increased $8lisn or 5.8% in fiscal year 2008 (decrease ofl$fillion
or 7.7% in fiscal year 2007). The University begmoviding on-site generation of electricity, stearmd chilled
water for heating and cooling for the UniversityitatStorrs campus in fiscal year 2006, with fisgaér 2007 the
first full year of operation. Fiscal years 20081 &007 experienced a 36.2% and 53.5% reductiopectisely, in
electricity consumption (rates increased approx@gaB.6% and 36.0%, including distribution and dedha
charges) while natural gas consumption, the pringargrgy source that fuels the cogeneration placteased
4.7% and 22.6%. An increase in natural gas prafeapproximately 9.1% and a reduction of approxahat
24.1% was experienced in fiscal years 2008 and ,2@8pectively.

Certain estimated useful lives of equipment werertsimed in fiscal year 2008 resulting in an incecas
depreciation expense of approximately $4.7 milfionthe year. Also, in fiscal year 2008, the tinénth year of
UCONN 2000 (see Note 5), the University recordeditazhs of $73.1 million ($53.9 million in fiscalear 2007)
in property and equipment. The additions and tienge in useful lives contributed to a 13.8% or.3XAillion

increase in depreciation expense in fiscal yeaBZQ0r% or $1.5 million in fiscal year 2007).

Auxiliary enterprises expenditures increased 6.6%scal year 2008 (4.0% in fiscal year 2007), ity due to
contractual salary increases and the hiring ofullitime equivalent staff (23 in fiscal year 2007).

In fiscal year 2008, a total of $11.6 million waspensed in capital other, net for inspections, dinel safety code
updates and other corrective action needed in dad@chieve safety goals for all buildings. Otheroants in
capital other, net included costs not capitalizadexr University policy such as repairs, project agament fees,
capital project studies, and mold, lead and asbeastmoval projects totaling $6.3 million, and oth@scellaneous
capital-related costs and adjustments of ($1.4)amil In fiscal year 2007, capital other, net im#d a total of
$15.0 million recovered for previously recorded emxges related to correcting certain deficienciethénHilltop
Apartments. In fiscal year 2007, a total of $5.iliom was expensed in capital other, net for indjms, fire and
safety code updates and other corrective actiodatgeas required by the Connecticut General Assgrithbrder
to achieve safety goals for all buildings. Otherants in capital other, net in fiscal year 2003luded costs that
were not capitalized under University policy sushrepairs, project management fees, capital prejedies, and
mold, lead and asbestos removal projects totaling fillion, equipment falling under the capitatina threshold
totaling $2.3 million and other miscellaneous calpielated costs of $1.7 million.
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The pie chart below illustrates operating expetsefinction, not netted for financial aid. A sifjoant portion of student
aid is reflected as an allowance against tuitiod faes revenue and sales and services of auxiiatgrprises on the
Statements of Revenues, Expenses, and Changestiidsets. The chart also shows interest expense otimer
nonoperating expenses.

EXPENSES FOR FISCAL YEAR 2008 ($ in Millions)

Total $996.0
OPERATING EXPENSES *
95% $941.9
Operations and Depreciation
Maintenance of Plant 1005  $100.2
7% $64.1

Student Aid *
Institutional Support * 8% $76.9

7% $72.3

Auxiliary Enterprises *

H *
Student Services 14% $135.2

4% $36.7

Academic Support *
8% $81.6

Public Service * INTEREST EXPENSE AND

3% $34.0 OTHER NONOPERATING
EXPENSES
Research * % $54.1
6% $63.1

Instruction *
28% $277.8

* Shown here at gross amounts, not netted for financial aid totaling $75.5 million.

STATEMENTS OF CASH FLOWS

The Statements of Cash Flows present detailednm#tion about the cash activity of the Universityidg the year. The
first section of these statements, cash flows faperating activities, will always be different frothe Statements of
Revenues, Expenses, and Changes in Net Assetsitmgeloss amount. The difference results fromaash items such as
depreciation expense and the use of the accrui dBaccounting in preparing the Statements ofdReres, Expenses, and
Changes in Net Assets. These statements showuevesnd expenses when incurred, not necessarily wagh is
received or used. The Statements of Cash Flowsh®mther hand, show cash inflows and outflowshaeuit regard to
accruals. The Statements of Cash Flows have faditianal sections including: cash flows from napital financing
activities including state appropriations, giftsdaother nonoperating revenues and expenses; caais from capital
financing activities that reflect the cash receivetl used by the University for financing, prindipacapital in nature,
capital grants and gifts, and state debt servieentitments for principal and interest; cash flowsnirinvesting activities
showing the purchases, proceeds and interest eztdiom investing activities; and a reconciliatioh operating loss
reflected on the Statements of Revenues, Expeasds;hanges in Net Assets to net cash used intopgeativities.
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The following table shows condensed Statementsash@lows for the years ended June 30 (in millions)

2008 2007 2006

Cash provided from operating activities $ 466.8 4%1.1 $ 430.6
Cash used in operating activities (762.7) (727.2) (676.3)

Net cash used in operating activities (995. (276.1) (245.7)
Net cash provided from noncapital financing aceat 348.3 327.6 296.4
Net cash used in capital financing activities (106.6) (19.0) (29.0)
Net cash provided from (used in) investing actdgti 77.0 (15.5) (14.6)

Net increase in cash and cash equivalents 248 $ 170 $ 74

Net cash used in operating activities was $295IBomiand $276.1 million in fiscal years 2008 ar@DZ, respectively, and
is consistent with the operating loss discussedieeaafter adding back depreciation (a noncash espg the major
difference between the two statements. GASB regquinat cash flows from noncapital financing ati#ei include State
appropriations and noncapital gifts. Cash flowmrifrthese activities totaled $348.3 million in fisgaar 2008 ($327.6
million in fiscal year 2007), a $20.7 million in@se from fiscal year 2007 ($31.2 increase fronafigear 2006).

Cash flows used in capital financing activities &&106.6 million and $19.0 million in fiscal yea2608 and 2007,
respectively. The major difference between fisgedrs 2008 and 2007 is a decrease in proceedslfomuis of $89.0
million in fiscal year 2008 ($10.0 million increage fiscal year 2007) and an increase in the amadinurchases of
property and equipment of $12.5 million ($41.4 roill decrease in 2007) and a decrease in capitat,otiet of $20.4
million ($15.6 million increase in fiscal year 200%ee Note 4.

Total cash and cash equivalents increased $22l@ménd $17.0 million in fiscal years 2008 and 20fespectively, as a
result of these activities. The following bar dgneghows the cash flows from and used by major csitegjand as described
in the preceding paragraphs:

CASH FLOWS ($ in Millions)
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30,6 4511
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UNIVERSITY OF CONNECTICUT

STATEMENTS OF NET ASSETS
As of June 30, 2008 and 2007

ASSETS
Current Assets
Cash and cash equivalents
Accounts receivable, net
Student loans receivable, net
Due from State of Connecticut
Due from related agencies
State debt service commitment
Inventories
Deposit with bond trustee
Deferred charges
Prepaid expenses
Total Current Assets
Noncurrent Assets
Cash and cash equivalents
Investments
Student loans receivable, net
State debt service commitment

Property and equipment, net of accumulated degtieni

Deferred charges
Total Noncurrent Assets
Total Assets

LIABILITIES
Current Liabilities
Accounts payable
Deferred income
Wages payable
Compensated absences
Due to the State of Connecticut
Due to Affiliate (see Note 5)
Due to related agencies

Current portion of long-term debt and bonds pagabl

Other current liabilities
Total Current Liabilities
Noncurrent Liabilities
Compensated absences
Deposits held for others
Long-term debt and bonds payable
Refundable for federal loan program
Total Noncurrent Liabilities
Total Liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted nonexpendable
Restricted expendable
Research, instruction, scholarships and other
Loans
Capital projects
Debt service
Unrestricted (see Note 15)
Total Net Assets

2008 2007
$ 217,773,679 $ 194,995,525
30,803,831 40,067,930
2,615,922 2,684,306
49,042,365 39,056,405
4,628 221
78,045,650 74,028,911
2,781,158 2,866,469
34,283,667 98,453,621
982,777 1,201,660
4,857,018 8,370
421,190,695 453,363,418
1,468,489 1,462,435
12,310,361 14,877,495
9,288,331 9,901,776
700,089,715 763,413,355
1,459,143,806 1,487,099,251
8,182,465 8,986,068

2,190,483,167

2,285,740,380

$ 2,611,673,862

$ 2,739,103,798

$ 28,225,300

$ 31,890,342

21,695,631 23,236,436
48,478,932 43,489,175
14,811,196 15,263,043
17,569,745 15,422,828
13,871,320 27,671,053
35,105 28,703

72,972,797 69,831,723
30,991,622 33,036,969
248,651,648 259,870,272
10,206,868 9,011,057
2,484,812 2,477,222
962,679,046 1,040,318,416
9,554,638 9,777,273
984,925,364 1,061,583,968

$ 1,233,577,012

$ 1,321,454,240

$ 1,186,905,318
13,778,850

14,629,093
3,728,763
13,235,167
10,035,433
135,784,226

$ 1,200,081,259
14,878,800

12,646,227
3,732,539
53,585,008
10,878,478
121,847,247

$ 1,378,096,850

$ 1,417,649,558

The accompanying notes are an integral part ottfirancial statements.

17



UNIVERSITY OF CONNECTICUT

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
For the Years Ended June 30, 2008 and 2007

NET ASSETS

Net Assets-beginning of year

1,417,649,558

2008 2007
OPERATING REVENUES
Student tuition and fedBet of scholarship allowances of $72,915,047 fig®and
$68,954,741 for 2007. See Note 1. Net revenuefirtg approximately $33,908,000 for 2008
and $31,997,000 for 2007 were used as securifef@nue bonds. See Note 5.) $ 199,720598 $ 183,468,732
Federal grants and contracts 85,328,534 81,282,959
State and local grants and contracts 25,429,642 18,994,517
Nongovernmental grants and contracts 10,506,027 11,823,648
Sales and services of educational departments 15,280,038 14,937,691
Sales and services of auxiliary enterpriges of scholarship allowances of $2,524,596
for 2008 and $2,501,839 for 2007. See Note 1. r&latnues totaling approximately $15,048,000
for 2008 and $22,321,000 for 2007 were used agiggfor revenue bonds. See Note 5.) 133,471,934 127,527,596
Other sourcesNgt revenues totaling approximately $3,022,00@88 and $3,263,000 for
2007 were used as security for revenue bonds.N&te5.) 10,907,810 11,059,294
Total Operating Revenues 480,644,583 449,094,437
OPERATING EXPENSES
Educational and general
Instruction 276,670,107 256,079,892
Research 62,762,090 59,641,605
Public service 33,854,891 32,190,108
Academic support 81,513,934 82,234,793
Student services 36,006,579 35,022,525
Institutional support 72,314,553 67,336,935
Operations and maintenance of plant 64,110,720 60,611,434
Depreciation 100,186,738 88,030,170
Student aid 4,009,588 3,971,727
Auxiliary enterprises 135,061,206 126,828,040
Total Operating Expenses 866,490,406 811,947,229
Operating Loss (385,845,823) (362,852,792)
NONOPERATING REVENUES (EXPENSES)
State appropriation 328,176,623 305,943,066
State debt service commitment for interest 39,525,537 35,863,883
State match to endowment 59,484 93,864
Gifts 24,827,285 24,423,566
Investment incom@ncome totaling approximately $130,000 for 2008 $153,000 for 2007
were used as security for revenue bonds. SeeS\pte 10,384,021 12,299,820
Interest expense (51,246,898) (47,462,929)
Other nonoperating expenses, net (2,869,076) (686,574)
Net Nonoperating Revenues 348,856,976 330,474,696
Loss Before Capital Additions (Deductions) (36,988,847) (32,378,096)
CAPITAL ADDITIONS (DEDUCTIONS)
State debt service commitment for principal - 65,179,575
Capital appropriation 8,000,000 -
Capital grants and gifts 6,802,586 3,029,866
Disposal of property and equipment, net (874,837) (3,457,020)
Capital other, net (16,491,610) 1,623,610
Net Capital Additions (Deductions) (2,563,861) 66,376,031
Increase (Decrease) in Net Assets (39,552,708) 33,997,935

1,383,651,623

Net Assets-end of year

$ 1,378,096,850

$ 1,417,649,558

The accompanying notes are an integral part ottfirancial statements.
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UNIVERSITY OF CONNECTICUT
STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2008 and 2007

2008 2007
CASH FLOWS FROM OPERATING ACTIVITIES
Tuition and fees $ 195,073,604 $ 183,131,865
Grants and contracts 119,992,809 112,566,877
Sales and services of auxiliary enterprise 129,967,728 128,538,184
Sales and services of educational departments 15,042,921 15,553,754
Payments to suppliers and others (203,004,200) (204,377,503)
Payments to employees (419,064,929) (393,461,048)
Payments for benefits (140,634,400) (129,329,808)
Other receipts, net 6,697,091 11,261,590
Net Cash Used in Operating Activities (295,929,376) (276,116,089)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State appropriations 325,566,212 305,482,973
Gifts 23,711,662 24,368,956
Other nonoperating expenses, net (1,019,853) (2,243,504)
Net Cash Provided from Noncapital Financing Actiities 348,258,021 327,608,425
CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES
Proceeds from bonds - 89,000,000
State debt service commitment 98,832,438 91,326,345
Purchases of property and equipment (63,552,008) (51,083,253)
Principal paid on debt and bonds payable (73,329,800) (65,844,345)
Interest paid on debt and bonds payable (52,088,551) (47,887,050)
Capital grants and gifts 148,634 2,484,975
Capital other (16,578,630) (36,946,741)
Net Cash Used in Capital Financing Activities (106,567,917) (18,950,069)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments, net 1,365,114 (166,777)
Interest on investments 11,488,412 11,942,268
Deposits with bond trustee 64,169,954 (27,276,282)
Net Cash Provided from (Used in) Investing Actitties 77,023,480 (15,500,791)
INCREASE IN CASH AND CASH EQUIVALENTS 22,784,208 17,041,476
BEGINNING CASH AND CASH EQUIVALENTS 196,457,960 179,416,484
ENDING CASH AND CASH EQUIVALENTS $ 219,242,168 $ 196,457,960
ACCOMPANYING SCHEDULE OF NON-CASH TRANSACTIONS
Obligations under capital leases $ 51,198 $ -
RECONCILIATION OF OPERATING LOSS TO NET CASH USED | N OPERATING ACTIVITIES
Operating Loss (385,845,823) (362,852,792)
Adjustments to Reconcile Operating Loss to Net Cash
Used in Operating Activities:
Depreciation expense 100,186,738 88,030,170
Changes in Assets and Liabilities:
Receivables, net (5,080,668) 3,509,871
Inventories 78,682 (283,967)
Prepaid expenses (4,848,646) 39,019
Accounts payable, wages payable and compehséisences (2,035,441) 218110)
Deferred revenue (1,540,806) (537,835)
Deferred charges 152,645 (237,106)
Deposits 7,590 (358,825)
Due to state 2,764,843 611,295
Due from related agencies 1,996 166,690
Other liabilities (452,315) (513,553)
Loans to students and employees 681,829 (473,946)
Net Cash Used in Operating Activities $ (295,929,376) $ (276,116,089)

The accompanying notes are an integral part ottfirancial statements.
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UNIVERSITY OF CONNECTICUT
COMPONENT UNIT
THE UNIVERSITY OF CONNECTICUT LAW SCHOOL FOUNDATION , INC.

STATEMENTS OF FINANCIAL POSITION
As of June 30, 2008 and 2007

ASSETS 2008 2007
Current Assets
Cash and cash equivalents $ 686,860 $ 777,198
Investments 15,137,921 16,017,075
Pledges receivable, net of allowance 625,059 1,031,495
Other receivable - 64,553
Prepaid expenses 67,900 14,200
Total Current Assets 16,517,740 17,904,521
Property and equipmentgt of accumulated depreciation of $88,248
for 2008 and $80,239 for 2007 20,021 28,030
Total Assets $ 16,537,761 $ 17,932,551
LIABILITIES AND NET ASSETS
LIABILITIES
Current Liabilities
Accounts payable $ 1515 % 703
NET ASSETS
Unrestricted 1,242,789 1,278,492
Temporarily restricted 3,965,419 5,758,700
Permanently restricted 11,328,038 10,894,656
Total Net Assets 16,536,246 17,931,848
Total Liabilities and Net Assets $ 16,537,761 $ 17,932,551

STATEMENTS OF ACTIVITIES
For the Years Ended June 30, 2008 and 2007

Temporarily Permanently 2008 2007
Unrestricted Restricted Restricted Total Total
REVENUES AND SUPPORT
Contributions and grants $ 522568 $ 13944 3% 433,382 $ 1,095394 $ 923,852
Interest and dividends 45,106 539,014 - 584,120 490,375
Realized and unrealized gains and losses 772,32¢2,154,465) - (1,382,141) 1,532,83
Net assets released from restrictions 317,274 (317,274) - - -
Total Revenues and Support 1,657,272 (1,793,281) 433,382 297,373 ,952,059
EXPENSES
Program Expenses
Scholarships and awards 185,391 - - 185,391 159,377
Student support and faculty support 894,096 - - 894,096 704,791
Alumni and graduate relations 96,960 - - 96,960 139,379
Total Program Expenses 1,176,447 1,176,447 1,003,547
Support Expenses
Management and general 436,178 - - 436,178 490,512
Fundraising 80,350 - - 80,350 361049
Total Support Expenses 516,528 - - 516,528 621,46
Total Expenses 1,692,975 - - 1,692,975 1,631,008
Changes in Net Assets (35,703) (1,793,281) 433,382 (1,395,602) 1,323,051
Net Assets-beginning of year 1,278,492 5,758,700 10,894,656 17,931,848 6,608,797
Net Assets-end of year $ 1,242,789 $ 3,965,419 $ 11,328,038 $ 16Z@H, $ 17,931,848

The accompanying notes are an integral part ottfirancial statements.
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Notes to Financial Statements
For the Years Ended June 30, 2008 and 2007

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Related Entities

The University of Connecticut is a comprehensivstiiation of higher education, which includes thaikérsity of
Connecticut Health Center (Health Center). AltHougpverned by a single Board of Trustees, the Usitye of
Connecticut and its Health Center maintain sepdratigets and are by statute separate entitiesufpopes of maintaining
operating funds and State appropriations. ThetH&2dnter also has a Board of Directors to whonBbard of Trustees
has delegated certain responsibility and authoritiiis financial report for the fiscal years endemhe 30, 2008 and 2007
represents the transactions and balances of thestdit, here defined as all programs except thaltHe€enter.

Two related, but independent, corporate entitiggoett the mission of the University: The Univeysiaf Connecticut
Foundation, Inc. (Foundation) (see Note 12) and Uheersity of Connecticut Law School Foundatiomg.| (Law School
Foundation). These Foundations raise funds to ptenencourage, and assist education and resdattah dniversity and
the Health Center.

Governmental Accounting Standards Board (GASB)efatant No. 14The Financial Reporting Entifyas amended by
Statement No. 3PQetermining Whether Certain Organizations Are Comgra Units requires that legally separate and tax
exempt entities be presented as component uniteeofeporting entity if they meet all of the follog criteria: the
economic resources of the organization are entioghalmost entirely for the direct benefit of theporting unit; the
reporting unit is entitled to access all or a miajoof the economic resources received or heldheydrganization; and the
economic resources received or held by the orgaoizare significant to the reporting unit. Asesult, the Law School
Foundation, which is organized for the benefithed tUniversity and whose economic resources canlmmlysed by or for
the benefit of the University, is included as a poment unit of the University.

The Foundation materially supports the missiorhefWniversity and the Health Center, which are Isetparately audited,
producing their own financial statements. Disptgythe Foundation’s financial statements as a cowpiounit of either
the University or the Health Center would distdst actual contribution or economic benefit to tbatity, and therefore,
the Foundation is not included as a componentinite accompanying financial statements.

Financial Statement Presentation

The financial statements have been prepared usiagetonomic resources measurement focus in acemdaith
accounting principles generally accepted in thetéthStates of America, as prescribed by the GASBe University has
the option to apply Financial Accounting StandaéBdsird (FASB) pronouncements issued after NovemBgei 339, unless
the FASB conflicts with GASB. The University hdsaed to not apply FASB pronouncements issued Hfteapplicable
date.

Effective July 1, 2001, the University adopted GASEitement No. 33Basic Financial Statements - and Management's
Discussion and Analysis - for Public Colleges andvdrsities as amended by GASB Statements Nos. 37 and 3&BGA
Statement No. 35 establishes standards for finmeforting for public colleges and universitiesThese reporting
standards focus on the University as a whole rathen on accountability by individual fund groupsdaprovide
accounting and financial reporting guidelines, eniag the usefulness and comprehension of finameg@drts by external
users. To that end, GASB requires that resoureaddssified for accounting and reporting purpaststhe following net
asset categories:

®= |Invested in capital assets, net of related debtCapital assets, net of accumulated depreciagind,reduced by
outstanding principal balances of bonds (net diestkebt service commitment) and notes that aréat#ble to
the acquisition, construction, or improvement afdh assets.

= Restricted nonexpendable: Represents endowment and similar type assetdichvdonors or outside sources
have stipulated, as a condition of the gift instemtn that the principal is to be maintained invieland in
perpetuity and invested for the purpose of prodyginesent and future income, which may be experuted
reinvested in principal.

= Restricted expendable:Net assets that are expendable but where the tditivas legally or contractually
obligated to spend the resources in accordanceresthictions imposed by external third parties.
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®= Unrestricted: Consists of net assets that do not meet theitlefirof “restricted” or “invested in capital assget
net of related debt.” These assets are not subjeeiternally imposed stipulations. These asselsle not
restricted, are generally designated to suppottuoson, research, auxiliary enterprises, capiajects, and
retirement of indebtedness (see Note 15).

Expenses are charged to either restricted or uintest net assets based on a variety of factocdyding consideration of
prior or future revenue sources, the type of expénsurred, the University’'s budgetary policiesreunding the various
revenue sources or whether the expense is a neguost.

GASB Statement No. 4%\ccounting and Reporting by Employers for Postegmpknt Benefits Other Than Pensiowss
adopted by most universities as of July 1, 200fe $tate funds the postretirement benefits of Unityeemployees and,
therefore, no liability is recorded in the Univey& financial statements (see Note 8).

For reporting periods beginning after June 15, 2@BASB Statement No. 4Accounting for Termination Benefits

required for universities. This statement requeawployers to recognize a liability and expenseviduntary termination
benefits when the termination offer is accepted gnedamount of the benefits can be estimated. peamnsion liability
related to early retirement is the State’s resgmlitsi and therefore none is recorded by the Ursitgr(see Note 6).
However, an accrual for compensated absences @sdet as of June 30, 2007 in the Statements ofAdsets that
includes a component that is related to an eatiseraent plan in fiscal year 2003 (see Note 7).

Effective for reporting periods beginning after Bewber 15, 2006, GASB Statement No. &ales and Pledges of
Receivables and Future Revenues and Intra-Entigndfers of Assets and Future Revenueguires the University to
disclose in the notes to the financial statemetititimnal information about pledged revenues (seteld).

GASB Statement No. 5@®ension Disclosureswas adopted by most universities as of July 1,7200his statement
expands the footnote disclosures required for pansbligations in GASB No. 2Accounting for Pensions by State and
Local Governmental EmployersThe State is responsible for and separately Sutheé pension benefits of University
employees. Therefore, no liability is recordedhia University’s financial statements (see Note 6).

The University follows the “business-type activitidBTA) requirements of GASB 35. BTAs are defiresithose that are
financed in whole or in part by fees charged toeewl parties for goods or services. All signifitantra-agency
transactions have been eliminated.

In order to ensure observance of limitations arstrictions placed on the use of the resourcesablailto the University,
the accounts of the University are maintained ma#ly following the principles of "fund accountifig. This is the
procedure by which resources for various purpose<lassified for accounting and reporting purpasés funds that are
in accordance with specified activities or objeetiv

Cash Equivalents (see Note 2)

For the purposes of the Statements of Cash FldwesUniversity considers all highly liquid investntemvith an original
maturity of three months or less to be cash eqeintal Funds invested in the State of Connecticedurer’s Short Term
Investment Fund are considered cash equivalents.

Investments (see Note 2)

The University accounts for its investments at featue in accordance with GASB Statement No.D2posits with

Financial Institutions, Investments (including Reghase Agreements), and Reverse Repurchase AgrescamehGASB

Statement No. 4Meposit and Investment Risk Disclosures - an amentiwf GASB Statement Na. £hanges in the
unrealized gain (loss) on the carrying value aonmded in Nonoperating Revenues (Expenses) in ticenapanying

Statements of Revenues, Expenses, and Changes Asblts. Noncurrent investments are externalitriceed by donors
or outside sources that have stipulated as a ¢ondif the gift instrument that the principal beintained inviolate and in
perpetuity. Noncurrent investments also includes¢hamounts restricted by creditors for certaint debvice payments
(see Note 5).

Accounts Receivable (see Note 3)

Accounts receivable consist of tuition, fees, andileary enterprises service fees charged to stisgddaculty, staff and
others, and amounts due from state and federakgments for grants and contracts. Accounts rebédvare recorded net
of an estimated allowance for doubtful accounts.
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Inventories
Consumable supplies are expensed when receivedivétbxception of certain central inventories. elmory is valued at
cost as determined by various methods, includieditbt-in, first-out method.

Deposit with Bond Trustee (see Note 5)

Tax-exempt bond proceeds are deposited to varicasuats held by the Trustee Bank as required byaicetrust
indentures. The funds are invested and disbursedir@cted by the University. The University’s boproceeds
investment policy is to balance an appropriate-régkirn level, heavily weighted towards safety s§ets, as defined and
permitted under the relative indentures and ComgdBeneral Statutes.

The University directs the Trustee Bank to inve&QNN 2000 General Obligation construction fund eexts in the State
Treasurer’s Short Term Investment Fund. Similathg University has directed the Trustee Bank t@#h new proceeds
from Special Obligation Bonds in dedicated ShontnTénvestment Fund accounts, with the exceptiothef1998 Special

Obligation Special Capital Reserve Fund which sedi year 2007 was invested in longer term fedegahcy fixed income

Investment Obligations as defined in the Specidlgabon Indenture of Trust. In fiscal year 2008ese investments were
fully called and deposited to the Short Term Inwesit Fund.

Investment earnings from UCONN 2000 General Obligelbond proceeds are retained by the State Treles@ffice and
do not flow to the University or to the Trustee BarThe Student Fee Revenue Bonds investment egriaire part of the
Pledged Revenues and are directly retained by thetde Bank to pay debt service on the bonds ootloer indenture
permitted purposes. The earnings on the UCONN ZB8&@eral Obligation Debt Service Commitment RefngdBonds,
Series 2004-A, 2006-A and 2007-A, and the Specibligation Student Fee Revenue Refunding Series -2002
Redemption Fund escrow, form part of the irrevoeascrows and are used by the Trustee Bank to timeekebt service
payments on the defeased bonds until called.

Also included in the accompanying Statement of Netets in deposit with bond trustee, is the remagirportion of an

advance request that the University received relette¢he lease purchase agreement for the cogemeant construction

project at the University. Although these funds aot held by the Trustee Bank, they are invegtea dedicated State
Treasurer’s Short Term Investment Fund or Tax ExdPnpceeds Fund, and are invested and disbursédileased by the

University similar to bond proceeds (see Note 5).

Deferred Charges — Current and Noncurrent (see Noté&0)
Deferred charges consist of payments made in aévafievenues being earned. Deferred chargesepsesent the cost
of issuance which will be amortized over the teohthe respective bond issues.

Noncurrent Cash and Cash Equivalents (see Note 2)
Noncurrent cash and cash equivalents are relateddowment assets and are externally restrictéal @se.

Property and Equipment (see Note 4)

Property and equipment are reported at cost atafadequisition or fair value at date of donatiania the case of gifts.
Property and equipment that are exchanged for atssats are recorded based on the fair value @fstet given up or the
fair value of the asset received, whichever vatumost clearly evident. Renovations that signifitaincrease the value
or useful life of an asset are capitalized. Rautiepairs and maintenance, and certain library niadge are charged to
operating expense in the year the expenditure m@sgried. Building components and non-structurgronements have
estimated useful lives of 2 years to 60 years. ifggant has estimated useful lives of 3 years tyegis.

Deferred Income (see Note 10)

Deferred income includes amounts received for sesvrendered in a future accounting period inclydiition and fee
revenues and event ticket sales. It also inclagesunts received for certain restricted researahtgrthat are included in
revenue when the funds are expended.

Compensated Absences (see Note 7)

Employee vacation and sick leave is accrued at-gedrfor financial statement purposes. The ligbiind expense

incurred are recorded at year-end as compensatsheds in the Statements of Net Assets and inaheus expense

functions on the Statements of Revenues, ExpeasdsChanges in Net Assets. The liability for congaged absences is
also classified as current and noncurrent baseédeoamount estimated to be paid to employees iryeaeand beyond one
year.
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Noncurrent Liabilities

Noncurrent liabilities include the long-term portiof compensated absences, deposits held for ditetrare included in
the assets of the University, principal payments da bonds (net of unamortized premiums and digspulvans and
capital leases with a maturity of more than one,yaad governmental advances for revolving loamgmams that would be
returned to the federal government upon cessafitimecstudent loan program.

Revenues and Expenses

Operating revenues consist of tuition and feede stad federal grants and contracts, sales andcseref educational
activities, auxiliary enterprises revenue and oimirrces of revenue. GASB Statement No.A®ountingand Financial
Reporting for Nonexchange Transactipnequires recipients of government-mandated and ntaty nonexchange
transactions to recognize revenue when all apgkcabgibility requirements are met for these ti@t®ons. Restricted
grant revenue that does not meet the nonexchaagsairtion definition is recognized to the extenesded or in the case
of fixed price contracts, when the contract termesraet or completed.

Operating expenses, except for depreciation, grerted using functional classification, includirdgp$e under educational
and general and auxiliary enterprises. See Notforldperating expenses by object. All other raxenand expenses of
the University are reported as nonoperating reveramred expenses including State appropriations @it dervice
commitment, noncapital gifts, investment incomed aterest expense; and capital additions (dedus}io Revenues are
recognized when earned and expenses are recoguiegdincurred.

GASB No. 35 requires that revenues be reportediéiscounts and scholarship allowances. Studerfoa scholarships
and fellowships, recorded in the Statements of Ress, Expenses and Changes in Net Assets, inchalgsents made
directly to students. Any aid applied directlythe students’ accounts in payment of tuition aresféiousing charges and
dining services is reflected as a scholarship aloeve and deducted from the University’s revenu@sitain governmental
grants, such as Pell grants, and other Federaé &tanongovernmental programs, are recorded amiipg revenues in the
University’s financial statements. To the extrat revenues from such programs are used to\satision and fees and
other student charges, the University has recoadatholarship allowance.

Component Unit
The Law School Foundation prepares its financiateshents on the accrual basis of accounting inrdaose with

accounting principles generally accepted in theté¢hBtates of America. Net assets, revenues guehegs are classified
based on the terms of donor-imposed restrictidrasy. Accordingly, the Law School Foundation’s assets and changes
therein are classified and reported as follows:

= Unrestricted Net Assets: Net assets that are not subject to donor-impossdatons.

=  Temporarily Restricted Net Assets: Net assets subject to donor-imposed stipulatioas ity or will be met,
either by actions of the Law School Foundation angassage of time. When the restriction expiesporarily
restricted net assets are reclassified to unréstricet assets.

= Permanently Restricted Net Assets:Net assets subject to donor-imposed stipulatioas ttiey be maintained
permanently by the Law School Foundation. Gengrdie donors of these assets permit the Foundadiaee all
or part of the income earned on related investmfentgeneral or specific purposes.

Contributions, including unconditional promisesdiwe, are recognized as revenue in the period vedei Conditional
promises to give are not recognized as revenud thdi conditions on which they depend are subsiiytimet.
Investments are reported at fair value based upoted market prices.
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2. CASH AND CASH EQUIVALENTS AND INVESTMENTS

GASB Statement No. 40 requires governmental estitedisclose credit risk associated with cash sigpand investment
balances, and investment policies applied to nigigaich risks, especially as they relate to unatand unregistered
investments for which the securities are held k@ lthoker or dealer, or by its trust department gegng, but not in the
University's name.

The University's total cash and cash equivalentarz® was $219,242,168 and $196,457,960 as of 30n2008 and
2007, respectively and included the following:

2008 2007
Cash maintained by State of Connecticut Treasurer 194,718,834 $ 169,241,483
Invested in State of Connecticut Investment Pool 0,122,054 20,471,136
Invested in State of Connecticut Investment Pdaidowments 1,468,489 1,462,435
Invested in Short-term Corporate Notes 2,063,521 2341806
Deposits with Financial Institutions and Other 39, 1,048,100
Total cash and cash equivalents 219,242,168 459860
Less: current balance 217,773,679 194,995,525
Total noncurrent balance $ 1,468,489 $ 1,462,435

Collateralized deposits are protected by Connecttatute. Under this statute, any bank holdinglipudeposits must at
all times maintain, segregated from its other assdigible collateral in an amount equal to astemacertain percentage of
its public deposits. The applicable percentagketermined based on the bank's risk-based capttal+ a measure of the
bank's financial condition. The collateral is képtthe custody of the trust department of eittrex pledging bank or
another bank in the name of the pledging bank ti¢ta of the bank balance of the State of Connettice insured by the
Federal Deposit Insurance Corporation or collaizedl As a State agency, the University benefiisnfthis protection,
though the extent to which the deposits of an iddial State agency such as the University are piedecannot be readily
determined.

The University's cash management investment pglaynits the University to invest in the State Tteass Short Term

Investment Fund, United States Treasury bills, &thiBtates Treasury notes and bonds, United Statesr@nent Agency

obligations, banker's acceptances, certificateslegfosit (including EURO Dollars), commercial papemgney market

funds, repurchase agreements, and savings accolinés$20,152,054 and $1,468,489 invested in thte $if Connecticut

Investment Pool is invested by the State Treasaris Short-term Investment Fund and had a Stahdad Poor’s rating

of AAAm during fiscal year 2008. The $2,063,521ésted in Short-term Corporate Notes includes réyase agreements
held with a financial institution and is collatér&ld by the Federal National Mortgage Associatidth\an AAA Standard

and Poor’s rating.

The University designated the Foundation as theag@nof the University's endowment funds. Giftatthre internally
designated as endowments, and externally desigratddwment gifts that are to be processed for fean® the

Foundation, are included in cash and cash equitsa{see table above for total amounts). The Fdiowaakes spending
allocation distributions to the University for eagérticipating endowment. The distribution is spley the University in

accordance with the respective purposes of the veménts, the policies and procedures of the Unityerand State of
Connecticut statutes. The University’'s governirgpidl may appropriate for expenditure, accordingh® uses and
purposes for which the endowment fund was estaddish portion of the realized or unrealized appitém in the fair

value of the endowment fund over the historic dolalue of the fund.

The Foundation’s pooled endowment portfolio is pesionally managed on a total return basis. Eaeltey, an amount
equal to 1.0625% (4.25% per annum) of the prioresguarter average unitized market value will bstributed for

spending in accordance with the respective purpotése individual endowment funds. Spending disttions may be
made from current or accumulated investment retaind, calculations for individual endowment fundd Wwe performed

on a unitized basis. If an individual endowmentduwloes not have sufficient funds to support itmpoted spending
allocation from the current period net total retamd/or from accumulated gains from prior peridatie,amount allocated
for spending will be limited to the interest andidends of the fund from the current period.
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The cost and fair value of the University's invesiits including those managed by the Foundatiomra¢ 30, 2008 and

2007 are:
2008 2007
Cost Fair Value Cost Fair Value
Endowments:
Foundation Managed $ 9,387,131 $12,308,361 9,350,245 $13,412,365
Corporate Bonds 2,000 2,000 4,000 4,000
Other:
U.S. Government Agency Securities - 1,500,000 61,430
(AAA rated securities; see Note 5)
Total Investments $ 9,389,131 $12,310,361 ,$¥540245 $ 14,877,495

University endowment investments are managed byrthendation in its pooled portfolio, which is aetiy managed by
professional investment managers as determineddynvestment Committee of the Foundation’s Bodrdioectors.
The Foundation has established asset allocatiotelijoes for its pooled investment portfolio, whiphovides that the
maximum exposure with any one manager would be #&§%iquid assets and 5% for illiquid assets. THmundation
Board of Directors also established an asset ditmtgolicy for the long-term pooled investment tfalio (see following
table). The Foundation expects that portfoliod b invested in only the strategies describechentable, not above or
below the individual strategy percentage and italtpercentage by objective, unless otherwise §pdcby its Board of

Directors.

Investment Objective/Strategies

Allocation
Range as
Percentage
of Market
Value

Growth
High yield fixed income

Global equities — high beta
Private capital
Long/short equities
Global macro strategies
Event driven strategies (ex diversified)
Real estate (public & private)
Other opportunistic
Total Growth

Inflation Hedge
TIPS

Natural resources/commodities
Other inflation hedging strategies
Total Inflation Hedge
Risk Minimizing
Investment grade fixed income
Relative value/Event driven (diversified)
Cash equivalents
Other low volatility strategies
Total Risk Minimizing

0% - 10%

20% - 60%
0% - 20%

0% - 15%

0% - 10%

0904

0% - 10%

0% - 10%

40% - 85%

0% - 10%

0% - 15%

0% - 10%

5% - 25%

0% - 20%

0%5%
0% - 10%
0% - 10%

5% - 40%

The endowments invested with the Foundation argesulio risk due to the uncollateralized naturenadst of its
investments. Certain investments of the Foundaitimiude external investment pools. The bond mufuads had
average credit quality of Aa2/AA (Moody’s and Stardi and Poor’s) and pooled investments of highdyfisded income
had an average credit quality of B1/B+ (Moody's &taindard and Poor’s). A portion of the Universigndowment pool
is also invested with WCM Investment Management MyGn a separate account with U.S. Bank as custodiad
inherent in such investments is custodial credit.ri These investments are all publicly traded @dities and money
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market accounts and are uncollateralized. Theevalf the equities at June 30, 2008 and 2007 was,$29 and
$265,296, respectively. The money market baldreld in the account available for WCM to use forghases was
$3,971 at June 30, 2008 and $11,363 at June 30, Z0Be University’s endowment invested by the Fation also has
investments in foreign publicly traded equitiesatioty $2,600,366 and $3,038,314 and there are ammanaoluded in
private capital investments totaling approximatgly311,703 and $703,445 at June 30, 2008 and 28&Fectively.

Certain other funds are held by outside fiscal #gand are not under the direct control of the ©rsity. Accordingly, the

assets of these funds are not included in the dinhrstatements. The fair value of these funds $52,613,173 and
$13,884,353 as of June 30, 2008 and 2007, resplctiinvestment income earned on these assetarisférred to the

University in accordance with applicable trust &gnents. Income received from those sources foy¢hes ended June
30, 2008 and 2007 was $515,368 and $522,164, rasglgc

3. ACCOUNTS RECEIVABLE

Accounts receivable at June 30, 2008 and 2007 steasof the following:

2008 2007

Grants and contracts $ 18,412,847 $ 17,150,499
Recovery of costs related to corrective work (seeeM) 500,000 14,980,000
Student and general 8,692,793 9,515,903
Investment income 1,221,532 2,325,923
Other 6,703,550 1,838,056
Allowance for doubtful accounts (4,726,891) (5,742,451)

Total accounts receivable, net $ 30,803,831 $ 40,067,930

4. PROPERTY AND EQUIPMENT

Land, buildings, non-structural improvements, agdipment (including library materials) are reporegdcost at date of
acquisition or fair value at date of donation ashe case of gifts. Property and equipment thateacchanged for other
assets are recorded based on the fair value afshet given up or the fair value of the asset vedeiwhichever value is
most clearly evident. Any gains or losses on ttehange are recognized immediately.

Depreciation is recorded on a straight-line basisrahe estimated useful lives of the respectiveetss Building

components and non-structural improvements hawmatstd useful lives of 2 years to 60 years. Eqeipithas estimated
useful lives of 3 years to 30 years. Effectivlydy 2007, the University changed its estimatethefuseful lives of certain
equipment to better reflect the estimated periadsgd which such assets will remain in servicebrary materials have an
estimated useful life of 15 years. The value ofdily materials, before depreciation, is $76,435,a68 $74,307,576 at
June 30, 2008 and 2007, respectively, and is iedud equipment in the table on the following pad¢e fiscal year 2007,
the University modified its capitalization policyg expense as incurred the costs of journals, sipisers, and electronic
media. In the prior year these costs were capédli Historical collections and art are recogniaetheir estimated fair
values at the time of donation. Historical colieats and art totaled $49,587,345 and $48,240,3Qum@é¢ 30, 2008 and
2007, respectively, and are also included in eqaipnin the analysis of changes in property andmygent. Historical

collections and art are not depreciated.

In the accompanying Statements of Net Assets, amakfor estimated expenditures totaling $2,728,40d $8,407,518 at
June 30, 2008 and 2007, respectively, is recondedhier liabilities to complete a project to cl@sel remediate an existing
landfill. The project involves capping and diversiof water from its vicinity, and expenditures pairty include
professional fees, preparation for capping and awgimg of surrounding land. The total project exgitures of
$27,919,710 were expensed in capital other, ngeams prior to fiscal year ending June 30, 2007.

For the years ended June 30, 2008 and 2007, adbtl1,551,156 and $5,226,288, respectively, waremsed in the
accompanying Statements of Revenues, Expense£lzampes in Net Assets in capital other, net fopeesons, fire and
safety code updates and other corrective actiodatea order to achieve safety goals for all baid@i. At June 30, 2008
and 2007, an accrual for estimated expenditureccmplete these projects totaling $9,922,043 and95538,

respectively, is recorded in other current liakabtin the Statement of Net Assets. While the Unsity intends to pursue
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the recovery of costs related to the code updateésarrective work, the total amount to be recodéseunknown as of the
date of these financial statements.

For the years ended June 30, 2008 and 2007, a dbtér10,810 and $354,945, respectively, was exgukrns the
accompanying Statements of Revenues, ExpensesChages in Net Assets in capital other, net forkwtor correct
certain deficiencies in the construction of threeidential facilities. At June 30, 2008 and 2067aacrual for estimated
expenditures to complete these projects, totalih¥,864 and $2,249,821, respectively, is recoidedther current
liabilities in the Statement of Net Assets. Throune 30, 2008, the total amount expensed foHthwp Apartments,
one of the three residential facilities was $25,898. Of these costs, a total of $14,980,000 wesvered, and is included
in capital other, net for the year ended June B0y72vhere it was originally expensed in prior yeafsreceivable for the
recovered amount totaling $500,000 and $14,980e00@ine 30, 2008 and 2007, respectively, is recoiée Statement
of Net Assets. These expenditures will not inceetlie value of the buildings or extend their uséfids. Due to limited
vacancies projected for these buildings duringctireective construction, no impairment is anticguhto these assets.

Other amounts in capital other, net for the yeaded June 30, 2008 and 2007 include costs thatareapitalized under
University policy such as repairs, project managaniees, capital project studies, and mold, lead asbestos removal
projects of $6,300,975 and $5,586,368, respectivelyuipment-related costs and adjustments of (%33}, and
$2,281,843, respectively; and other miscellane@ystal-related costs. Capital other, net alsoudek capital related
income such as insurance reimbursements, rebaisuaplus equipment sales.
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The following table describes the changes in priyperd equipment for the years ended June 30, 2668007.

Changes in Property and Equipment for the Year Endd June 30, 2008:

Balance Transfers and Balance
July 1, 2007 Additions Retirements Other June 30,008

Property and equipment
Land $ 14,806,47 $ 20,000 $ - $ - $ 14,826,47
Non-structural Improvements 183,705,20 2,937,588 - 1,408,426 188,051,21
Buildings 1,%51,130,34 12,803,261 - 7,731,758 1,571,665,36
Equipment 413,069,080 41,490,152 (15,003,778) - 439,555,454
Construction in Progress 17,043,89: 15,855,129 - (9,140,184) 23,758,83

Total property and equipment 2,179,754,99673,106,130 (15,003,778) - 2,237,857,348
Less accumulated depreciation
Non-structural Improvements 67,912,338 7,951,274 - - 75,863,612
Buildings 395,282,256 57,924,519 - - 453,206,775
Equipment 229,461,151 34,310,945 (14,128,941) - 249,643,155

Total accumulated depreciation 692,685,7 100,186,738 (14,128,941) - 778,713,542
Property and equipment, net
Land 14,806,476 20,000 - - 14,826,476
Non-structural Improvements 115,792,863 (5,013,686) - 1,408,426 112,187,603
Buildings 1,155,848,091 (45,121,258) - 7,731,758 1,118,458,591
Equipment 183,607,929 7,179,207 (874,837) - 189,912,299
Construction in Progress 17,043,892 15,855,129 - (9,140,184) 23,758,837

Property and equipment, net: $ 1,487,099,86127,080,608) $ (874,838 - $ 1,459,143,806

Changes in Property and Equipment for the Year Endd June 30, 2007:

Property and equipment
Land
Non-structural Improvements
Buildings
Equipment
Construction in Progress
Total property and equipment
Less accumulated depreciation
Non-structural Improvements
Buildings
Equipment
Total accumulated depreciation
Property and equipment, net
Land
Non-structural Improvements
Buildings
Equipment
Construction in Progress
Property and equipment, net:

Balance Transfers and Balance
July 1, 2006 Additions Retirements Other June 30,007
$ 14,806,78 $ - $ (304)% - $ 14,806,47
176,315,79 2,695,504 (97,850) 4,791,753  183,705,20
1,495,362,60 23,411,850 (6,871,624) 39,227,520 1,551,130,34
407,522,51 24,036,254 (18,489,689) - 413,069,080
57,311,86! 3,751,299 - (44,019,273) 17,043,89:
2,151,319,55 53,894,907 (25,459,467) - 2,179,754,996
59,887,32: 8,032,998 (7,984) - 67,912,338
344,868,59 54,509,342 (4,095,682) - 395,282,256
221,872,10 25,487,830 (17,898,781) - 229,461,151
626,628,02 88,030,170 (22,002,447) - 692,655,745
14,806,78I - (304) - 14,806,476
116,428,477 (5,337,494) (89,866) 4,791,753 115,792,863
1,150,494,005 (31,097,492) (2,775,942) 39,227,520 1,155,848,091
185,650,41 (1,451,576) (590,908) - 183,607,929
57,311,86! 3,751,299 - (44,019,273) 17,043,892

$1,524,691,53 $ (34,135,263)

$ (3,457,020)%

- $1,487,099,251
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5. LONG-TERM DEBT PAYABLE

In fiscal year 2002, the General Assembly of thetesbf Connecticut enacted and the Governor sigrtedaw Public Act
No. 02-3, An Act Concerning 21st Century UConn (AcfThis Act amended Public Act No. 95-230 thatlded the
University to borrow money in its own name for &sial ten year capital improvement program (UCONN® designed
to modernize, rehabilitate, and expand the physizait of the University. The Act extended the U@XD2000 financing
program that was scheduled to end in 2005, fordalitianal 10 years to June 30, 2015. The 21st@grConn program
was amended in fiscal year 2008, extending it afitiathal year to June 30, 2016, without any chaingtle total amount.
The original Public Act No. 95-230 authorized puige for Phases | and 1l of UCONN 2000, estimatedcést
$1,250,000,000, of which $962,000,000 was to benfied by bonds of the University; $18,000,000 waket funded by
State General Obligation bonds; and the balanc$2@0,000,000 to be financed by gifts, other revemmueborrowing
resources of the University. The new Act authatiaelditional projects for the University and theallle Center for what
is to be called Phase 11l of UCONN 2000 at an estéd cost of $1,348,400,000, of which $1,300,00Dj6Qo be financed
by bonds of the University and $48,400,000 is tdibh@nced by the issuance of special obligationdsoof the University,
from gifts, other revenue or borrowing resourcethefUniversity, or through the deferring of prdgeor achieved savings.
The project costs authorized are $305,400,000h@Health Center and $1,043,000,000 for the UnityersrThe UCONN
2000 program, including Phases I, Il and llI, israated to total $2,598,400,000.

General obligation bonds issued to finance UCONRQ2frojects as of June 30, 2008 are (see pager3sufstanding
balances):

1996 Series A $ 83,929,715
1997 Series A 124,392,432
1998 Series A 99,520,000
1999 Series A 79,735,000
2000 Series A 130,850,000
2001 Series A 100,000,000
2002 Series A 100,000,000
2003 Series A 96,210,000
2004 Series A 97,845,000
2005 Series A 98,110,000
2006 Series A 77,145,000
2007 Series A 89,355,000

Total issued $1,177,092,147

These bonds are general obligations of the Unityerfgr which its full faith and credit are pledgezhd are payable from
all assured revenues. The bonds are additionaityred by the pledge of and a lien upon the Statbt Bervice

Commitment. The State Debt Service Commitmenhé dommitment by the State to pay an annual amoftiaiebt

service on securities issued as general obligatidrithe University. The University, consistent kvihe Act, is relying

upon the receipt of the annual amount of the plddggte Debt Service Commitment for the paymenhefbonds and,
accordingly, is not planning to budget any revenioesthe payment of these bonds. Under the Masidgenture, the
University expects to issue additional bonds tcarfice UCONN 2000 projects secured by the State [Sebvice

Commitment. There were no additional bonds issndidcal year 2008. However, the University redma revenue in the
capital additions (deductions) section of the Steets of Revenues, Expenses, and Changes in NetsAgsaling

$89,355,000 for the year ended June 30, 2007, septiag the increase in the State’s debt servigenutment for

principal as a result of the issuance of the 208/7eS A bonds.

The principal amount of $89,355,000 recorded ate stabt service commitment for principal, togethéth part of the

original issue premium, resulted in total proceefi$89,000,000 for the 2007 Series A bonds. Thegeds included
$23,510,425 to finance projects for the Health €enfAs noted above, Phase |11l of UCONN 2000 inekid commitment
to fund projects totaling $305,400,000 for the He&enter. As bonds are issued, the amount ofdhemitment for the
Health Center is reflected as an offset to themagefor the University. In fiscal year 2007 thifset totaled $23,510,425
resulting in net revenue of $65,179,575 (includh&$5,000 due to a decrease in bonds as a res8kriafs A 2007 bond
refunding, as explained on the next page) recoidethe capital additions (deductions) section of Btatements of
Revenues, Expenses, and Changes in Net Assetssef fimancial statements. A corresponding liabisitrecorded for the
unspent portion of the bonds due to the Health €e(%$13,871,320 and $27,671,053, at June 30, 20@82807,

respectively) in the Statement of Net Assets. Afso the years ended June 30, 2008 and 2007, eoatpg revenues
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include state debt service commitment for interest general obligation bonds of $39,525,537 and 8&5H883,
respectively.

In addition to the 2007 Series A Bonds, in April2807 the University issued the 2007 RefundingeSefi bonds to refund
portions of the previously issued Series A Gen@hbligation Bonds in advance of maturity. The fagdue of the
refunding bonds is $46,030,000, and these bonds &dwal maturity date of April 1, 2022. Proceédsn the sale of the
bonds totaled $49,505,477 and comprised the fakee yaus the net premium, less the costs of issiarkhe proceeds
were deposited with the Escrow Agent and held k& Thustee Bank in an irrevocable Redemption Furudogs and
invested in U.S. Treasury, State and Local Goventr8ecurities and cash in accordance with the Esé&xgreement and
will provide amounts sufficient to meet principaiterest payments, and redemption prices on thendefd bonds on the
dates such payments are due. The difference bettheecarrying value of the defeased debt ande#squisition price
(refunding bonds) is amortized over the remainiiig of the debt, and the reduction of the face ead the bonds,
$665,000, is reflected as an expense in fiscal 2687 (net of the $89,355,000 revenue noted abawvéhe Statement of
Revenues, Expenses, and Changes in Net Assets Staderdebt service commitment for principal.

The following table reflects the change in debaassult of this Series A 2007 Bonds refunding:

2002 Series A $ 16,855,000
2003 Series A 29,840,000
Total defeased debt 46,695,000
Total refunding bonds 46,030,000
Decrease in bonds as a
result of refunding $ 665,000

The University may also issue Special Obligatiomd®backed by certain pledged revenues of the hitye Certain

Special Obligation bonds may also be secured bgthte’'s Special Capital Reserve Fund, which esdbiate funds to be
used to pay debt service if the University does meket its obligation. On February 4, 1998, thevdrsity issued

$33,560,000 of the Student Fee Revenue Bonds 1@9@sSA to fund $30,000,000 of the South Campuseeto

$2,126,425 of a Special Capital Reserve Fund hgldhb Trustee Bank, and the remainder to pay oofsissuance,

including the underwriters’ discount. A portiontbe Special Capital Reserve Fund is included imcoaent investments
at its fair value and totaled $1,461,130 at June2807 and -0- at June 30, 2008, as these invettnaeme fully called in

February of 2008. Therefore, at June 30, 20082047, $2,126,425 and $626,425, respectively, ofSpecial Capital
Reserve Fund was invested in the State TreasuBadst-term Investment Fund and held by the TruBkeek pursuant to
the Indenture and restrictions thereof. The bdra® a final maturity of November 15, 2027.

The 2000 Series A bonds dated May 15, 2000 repredeahe second series of Special Obligation borssed in the
amount of $89,570,000. Bond proceeds funded tbi@@NN 2000 projects: Hilltop Dormitory at $21,0000, Hilltop
Student Rental Apartments at $42,000,000 and Rartéiarage South at $24,000,000. These bonds wéredes in
advance of maturity in fiscal year 2002 with theuisnce of Student Fee Revenue Bonds 2002 Refuistirigs A on
February 27, 2002 in the amount of $96,130,000haw a final maturity of November 15, 2029. Caesiswith general
obligation bond refundings, the proceeds are dégbgito an escrow account to meet all obligations.

On February 14, 2002, the University issued $75@3D of the Student Fee Revenue Bond 2002 Serits fAnd five
UCONN 2000 projects: Alumni Quadrant Renovation$#000,000, Shippee/Buckley Renovations at $5000) East
Campus North Renovations at $1,000,000, Towers Remms (including Greek Housing) at $14,180,000d &orth
Campus Renovations at $45,000,000. The bondséaé&mal maturity of May 15, 2030.

The State of Connecticut issues certain generajatidn bonds that are categorized as self-ligindabonds. These bonds
were issued to fund the construction and renovatidnmevenue-generating capital projects. Thevéhsity reimburses the
State primarily with revenue from student fee ckargp the amount equal to the debt service onliggidating bonds.

The total gross and net pledged revenues of thedisity are approximately $52,108,000 and $57,7834j@ fiscal years
2008 and 2007, respectively. Gross pledged reveingagle the infrastructure maintenance fee andythveeral university
fee plus investment income on the bond accounts$ welthe Trustee Bank, prior to any payments, diois, offsets, or
provisions. Net pledged revenues include the esdidl life room fee, student apartment rentalgeRrhousing fee, the
board (dining) fee, and the parking and transpioriafees, after providing for the cost of maintami repairing, insuring,
and operating the facilities for which the feesianposed. Net pledged revenues are used as sefarrBpecial Obligation
bonds. Special Obligation bond investment earnamg®unted to approximately $130,000 and $153,00GHe fiscal
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years ending June 30, 2008 and 2007, respectivEhese investment earnings are part of the pledgeenues and are
directly retained by the Trustee Bank to pay debvise on the Special Obligation bonds. In additiersecuring revenue
bonds, the gross and net pledged revenues availeblgledged toward certain other debt includirguhS. Department of
Education loan and self-liquidating debt. The msity has covenanted to collect in each fiscal yeas representing
pledged revenues so that the sum of gross andemenhwe amounts is equal to no less than 1.25 tiheeslebt service
requirements in such fiscal year. As of June 30828nd 2007, the total principal and interest ramagito be paid on all
secured debt are $299,661,839 and $317,177,2G&ategely. The total amount paid by pledged reeefar all secured
debt for principal was $7,151,087 and $5,552,04 fan interest $9,322,583 and $9,586,742 at June2308 and 2007,
respectively.

In December 2003, the University entered into adepurchase agreement for a project to provideitergeneration of
electricity, steam and chilled water for heatingl awoling for the University at its Storrs campubhe project initially

assumed a total cost of $75,000,000 and includedtagction of a building, engineering, design amstallation of certain
equipment at the Storrs campus. The lease wasdatden August, 2005 as a result of an increashertdtal anticipated
cost to $81,900,000. In December 2005, the Unityerequested a final advance from the lessor edldb this lease
purchase agreement. At June 30, 2008 and 200728®knd $7,437,903, respectively, of the unspentrece are
included in deposit with bond trustee in the Stasts of Net Assets. Although these funds are et hy the Trustee
Bank, they are invested in a dedicated State TredsuShort Term Investment Fund or Tax Exempt Peds Fund, and
are invested and disbursed as directed by the Whifyesimilar to bond proceeds (see Note 1). With amendment,
monthly payments of $471,254 increased to $517, B¥yments began January, 2006 and the lease m&ugears from
commencement with interest at a nominal rate 02%.4n the first $75,000,000 and 5.09% for the $6000,000 of
advances. As of June 30, 2008 and 2007, the Wityeswed $75,196,110 and $77,967,770, respectifetyamounts

advanced by the lessor, including capitalized adeduring construction. This amount is refle@sdong-term debt in the
accompanying financial statements. At the comptetf the lease term the University has an optmmpurchase the
project assets for one dollar.

Net unamortized premium, discounts and debt diffeeedue to refundings are recorded as additioketdace value of
bonds payable. These amounts are amortized ussgttaight-line basis over the life of the bona@sjucing interest
expense for premiums and increasing it for discaunt

During fiscal year 2008, the University paid thenegning balances of the Towers Loan financed byut&® Department
of Education and the Financial Accelerator Loan.
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Long-term debt activity, including refunding of defor the years ended June 30, 2008 and 2007 svilaws:

Long-term Debt Activity for the Year Ended June 30,2008:

Balance Balance Current
July 1, 2007 Additions Retirements  June 30, 2008 Portion
General Obligation Bonds $ 823,132,187 - $ (59,718,792% 763,413,355 $ 63,323,640
Revenue Bonds 181,655,000 - (4,325,000) 177,330,000 4,500,000
Self Liquidating Bonds 7,021,902 1,017,20¢ (2,230,787) 5,808,324 1,017,733
U.S. Dept. of Ed. Towers Loan 1,647,906 - (1,647,906) - -
Installment Loans 867,844 51,198 (741,551) 177,491 85,069
Obligation Under Capital Lease
for Cogeneration 77,967,770 - (2,771,660) 75,196,110 2,898,221
Financial Accelerator Loan 2,946,710 - (2,946,710) - -
Total long-term debt 1,095,239,279 1,068,407 (74,382,406) 1,021,925,280 71,824,663
Premiums/discounts/debt
difference due to refunding 14,910,860 - (1,184,297) 13,726,563 1,148,134
Total long-term debt, net $1,110,150,189 1,068,407$ (75,566,703% 1,035,651,843 $ 72,972,797

Long-term Debt Activity for the Year Ended June 30,2007:

Balance Balance Current
July 1, 2006 Additions Retirements June 30, 2007 Portion
General Obligation Bonds $ 790,647,147 135,385,008 (102,900,000 823,132,147 $ 59,718,792
Revenue Bonds 185,825,000 - (4,170,000) 181,655,000 4,325,000
Self Liquidating Bonds 8,359,542 - (1,337,640) 7,021,902 1,162,722
U.S. Dept. of Ed. Towers Loan 1,692,311 - (44,405) 1,647,906 46,881
Installment Loans 1,429,814 - (561,970) 867,844 395,269
Obligation Under Capital Lease
for Cogeneratiol 80,618,404 - (2,650,634) 77,967,770 2,771,660
Financial Accelerator Loan 3,156,406 - (209,696) 2,946,710 227,100
Total long-term debt 1,071,728,624 135,385,000 (111,874,345) 1,095,239,279 68,647,424
Premiums/discounts/debt
difference due to refundi 15,211,200 805,231  (1,105,571) 14,910,860 1,184,299

Total long-term debt, net ¢ 1 486 939,8245 136,190,238 (112,979,916% 1,110,150,139 $ 69,831,723
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Long-term debt outstanding at June 30, 2008 and 26@sisted of the following:

Maturity
Type Dates
Type of Debt and of Principal Through
Issue Date Issue Payable Fiscal Year Interest Rate Balance
Bonds: 2008 2007
GO 1996 Series A original various 2011 5.05-5.1% 4369,715 $ 4,369,715
GO 1997 Series A original annually 2009 5.30% 53,640 7,392,432
GO 1998 Series A original various 2008 4.35% - 4,975,000
GO 1999 Series A original annually 2012 4.2-45% 19,000,000 25,000,000
GO 2000 Series A original annually 2010 5.0% 825,000 22,375,000
GO 2001 Series A original various 2021 4.43-4.75% 25,675,000 30,625,000
GO 2002 Series A original annually 2012 4.0-%46 20,000,000 25,000,000
GO 2003 Series A original annually 2023 2.3-4.4% 41,930,000 46,930,000
GO 2004 Series A original annually 2024 2.25-5.0% 78,265,000 83,160,000
GO 2004 Ref. Series A refund annually 2020 3M046. 212,285,000 216,765,000
GO 2005 Series A original annually 2025 3.0-3.7% 83,410,000 88,310,000
GO 2006 Series A original annually 2026 3.35-5.0% 69,430,000 73,290,000
GO 2006 Ref. Series A refund various 2020 4.1084b. 59,555,000 59,555,000
GO 2007 Series A original annually 2027 3.5-5.0% 84,085,000 89,355,000
GO 2007 Ref. Series A refund various 2022 5.0% ,03B,000 46,030,000
Total General Obligation Bonds 763,413,355 823,132,147
Rev 1998 Series A original annually 2028 4.2-5%2 26,840,000 27,640,000
Rev 2002 Series A original  annually 2030 3.8-5.25% 66,050,000 67,735,000
Rev 2002 Ref. Series A refund annually 2030 425% 84,440,000 86,280,000
Total Revenue Bonds 177,330,000 181,6%6,00
March 1993 original annually 2012 5.4-5.5% 260,00 320,000
October 1993 refund various 2012 6.0% 205,690 ,681b
March 1994 original annually 2010 5.5% 112 148
August 1994 original annually 2009 5.8% 9 10
March 1997 original various 2008 5.0% - 295,000
September 1997 refund annually 2010 5.0-5.5% 66,0 314,650
February 1998 refund annually 2009 4.5% 2,193 487
June 2001 refund annually 2016 4.4 -5.5% 892,056 1,151,961
November 2001 refund various 2014 3.6-5.13% 13118 1,678,123
June 2002 refund annually 2010 5.0 -5.5% 593,151 670,357
August 2002 refund various 2016 3.5-5.5% 551,867 551,867
December 2003 refund annually 2011 4.5-5.0% @&38,0 641,864
April 2005 refund various 2017 4.38-5.25% 274,800 274,800
December 2007 refund various 2015 3.5-5.0% 170, -
Total Self-Liquidating Bonds 5,808,324 Z1002
Total Bonds 946,551,679 1,011,809,049
Loans and other debt:
U.S. Dept. Ed. Towers Loan semi-annually 5.5% - 1,647,906
Installment Loans various various 2.3-5.604% JA97 867,844
Obligation Under Capital
Lease for Cogeneration monthly 2026 4.42-5.09% 75,196,110 77,967,770
Financial Accelerator Loan monthly 8.0% - 2,946,710
Total loans and other 75,373,601 83,43D,2
Total bonds, loans and installment purchases 211925,280 1,095,239,279
Premiums/discounts/debt difference due to refundin 13,726,563 14,910,860
Total bonds, loans and installment purchases, net 1,035,651,843 1,110,150,139
Less: current portion, net 72,972,797 69,8%3,7

Total noncurrent portion, net

$ 962,679,046 1,810,318,416
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Long-term debt including general obligation bon@senue bonds and loans are scheduled to mattine fiollowing fiscal
years as of June 30:

Long-term Debt Other than General

General Obligation Bonds Obligation Bonds Total Obligations
Year(s) Principal Interest Total Principal Interest Total Principal Interest Total
2009 $ 63,323,646 37,419,41% 100,743,059$ 8,501,023$ 12,312,326$ 20,813,349% 71,824,663 49,731,74% 121,556,408
2010 57,432,274 34,223,916 91,656,190 8,787,663 11,936,765 20,724,428 66,219,937 46,160,681 112,380,61B
2011 60,407,441 32,134,750 92,542,191 8,924,265 11,536,715 20,460,980 69,331,706 43,671,465 113,003,17[L
2012 57,000,000 27,368,958 84,368,998 9,233,362 11,123,312 20,356,674 66,233,362 38,492,270 104,725,63p
2013 53,530,000 24,788,735 78,318,735 9,733,756 10,702,652 20,436,408 63,263,756 35,491,387 98,755,148
2014-2018 263,680,000 85,225,643 348,905,643 54,651,840 45,935,966 100,587,806 318,331,840 131,161,609 449,493,440
2019-2023| 164,995,000 30,023,434 195,018,434 67,573,872 31,234,790 98,808,66R 232,568,872 61,258,224 293,827,096
2024-2028 43,045,000 3,727,519 46,772,519 69,476,144 13,826,159 83,302,308 112,521,144 17,553,678 130,074,82p
2029-2030 - - - 21,630,000 1,328,250 22,958,250 21,630,000 1,328,250  22,958,25p
Total $763,413,355$274,912,374$1,038,325,729$258,511,925$149,936,935% 408,448,86051,021,925,2805 424,849,30%1,446,774,589

6. RETIREMENT PLAN

All regular full-time employees participate in onétwo retirement plans. The State Employees'rBaint System, a
single employer defined benefit public employed&eatent system, is administered by the State andrscapproximately
44% of full-time employees. The State of Conneittis statutorily responsible for the pension besedf University
employees who participate in this plan. The Ursitgrmakes contributions on behalf of the employ#sesugh a fringe
benefit charge assessed by the State. Employegsis@choose to participate in the AlternativeifRetent Plan (ARP)
which is a defined contribution plan administerbdotigh a third-party administrator, ING Life Insnca and Annuity
Company. Under this arrangement, the Universitytae plan participants make annual contributionthé plan.

With respect to the University’s Department of Digi Services, of its approximately 487 full-time doyges, 88
participate in either the State Employees’ Retineint®ystem or ARP, while 399 are eligible to papite in two other
retirement plans: the Department of Dining Serviédoney Purchase Pension Plan and optionally thieedsity of
Connecticut Department of Dining Services 403(biirement Plan.

7. COMPENSATED ABSENCES AND WAGES PAYABLE

Compensated absences are recorded in accordafc&a8B Statement No. 18ccounting for Compensated Absences
and represent the amounts earned by eligible eraptothrough June 30, 2008. The liability for cengated absences is
classified as current and noncurrent based onnfmuat estimated to be paid to employees in one gedrbeyond one
year, respectively. Compensated absences incliataead unused vacation and sick leave balancesnipfoyees, and at
June 30, 2008 totaled $23,589,495 and $1,428,8689¢ctively, and at June 30, 2007 totaled $22,5888d $1,725,232,
respectively. During fiscal year 2003, the StateConnecticut offered an Early Retirement IncentRian (ERIP) to
University employees which is funded by the Statd #@s various retirement plans. By the termshaf ERIP, unused
vacation and sick leave will be paid in three equeayments on July 1 of each year, beginning Julg0D5. While the
State has committed to reimburse the Universitytfier amounts due to its employees under ERIP, thigelsity will
record these payments as a reduction to the bplak the amounts are received from the State,istens with the
accounting for other State appropriations. Inctudethe current compensated absences liabilityfakine 30, 2007, are
$701,362 for accrued vacation and $308,138 forlgiake for University employees that participatedRIP. This was the
final payment under the agreement; therefore, thezeno accruals for ERIP included in accrued vacand sick leave at
June 30, 2008.

Wages payable includes salaries and wages for amowrd at June 30. The State of Connecticut adtams benefit and
retirement plans for the University. Therefores trayable for fringe benefits related to wages plyes included in Due
to the State of Connecticut as of June 30.
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8. POST EMPLOYMENT BENEFITS

In addition to the pension benefits described ineN®, the State provides post retirement healte ead life insurance
benefits to University employees, in accordanceh vitate Statutes, Sections 5-257(d) and 5-259%dhen employees
retire, the State pays 100% of their health casaerince premium cost (including the cost of depetsti€overage). In
addition, the State pays 100% of the premium amrsafportion of the employee's life insurance cuored after retirement.
The amount of life insurance continued at no coshé retiree is determined by a formula basechemtimber of years of
State service that the retiree had at time ofgetént. The State finances the cost of post reéintrhealth care and life
insurance benefits on a pay-as-you-go basis thrangippropriation in the General Fund.

9. COMMITMENTS

On June 30, 2008, the University had outstandingmiiments (encumbrances over $100,000 each) tgtéh®,465,569,

which include $36,449,246 related to capital prigedOf the total amount, $4,287,549 is include@ddoounts payable at
June 30, 2008. In addition to the amount for temutlay, commitments were also related to redeamcademic, and
institutional support. Of these commitments, threvdrsity expects $4,120,315 to be reimbursed Hgrf@ grants.

10. DEFERRED INCOME AND CHARGES

Deferred income is comprised of certain restriatesearch grants that are not included in revenuit the funds are
expended; tuition and fees and auxiliary enterpriges received in advance of services rendereduommer and fall
sessions; athletic ticket sales and commitmentsived in advance of the season; a contingent gemgtived for which
conditions were not satisfied as of year-end; ahetrorevenues received but not earned. As of 30n2008 and 2007
deferred income is as follows:

2008 2007
Certain restricted research grants $ 9,762,544 8,833,885
Tuition and fees and auxiliary enterprises 7,194.6 8,558,703
Athletic ticket sales and commitments 3,339,216 23,576
Contingent grants - 500,000
Other 1,489,174 2,016,272
Total deferred income $21,695,631 $23,23,43

A portion of current deferred charges totaling $803 and $869,841 and noncurrent deferred chaogeling $8,182,465
and $8,986,068 at June 30, 2008 and 2007, resphctrepresent the cost of issuance on certain s, which will be
amortized over the terms of the respective boneeisgsee Note 5).

11. TUITION WAIVERS AND GRADUATE ASSISTANTSHIPS

The University is required by law to waive tuitifor certain veterans and children of veterans,aterstudents over the
age of 62, graduate assistants, and certain dilngersts. The University is required by collectbargaining agreements to
waive tuition for certain employees and their defsams. For years ended June 30, 2007 and edtidon and fee
revenue does not include foregone revenue resuftmg any tuition waivers. Beginning with fiscabgr 2008, the
University has included the portion of waived titirelated to employees and their dependents raisge benefit cost and
the same amount as tuition revenue in the StatewfeRevenues, Expenses and Changes in Net Asdétis change
increased tuition and fee revenues and operatipgreses by $3,703,591 for the year ended June 88, 20/aivers not
reflected in the accompanying financial statemeaiftgr this change, totaled $38,236,803 and $373485in fiscal years
2008 and 2007, respectively. In fiscal years 2808 2007, approximately 91% and 84%, respectivafl\guch waivers
were provided to graduate assistants.

12. RELATED PARTY TRANSACTIONS

The Foundation is a tax-exempt organization supmpthe University and the Health Center (see NYtelhe University
has entered into a written agreement with the Fatiow whereby the University agreed to reimburse Rbundation for
certain administrative services and operating eseerand the Foundation agreed to reimburse theetsity for certain
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personal services performed. The following tratisas occurred between the University and the Fatiad as of and for
the year ended June 30, 2008:

Amount paid to the Foundation for its guaranteettrawtual services $ 7,242,000

Reimbursements from the Foundation for personaices and

operating expenses $ 476,248
Capital and noncapital gifts and grants receivechfthe Foundation $ 21,351,641
Amount receivable from the Foundation $ 4,793,553

13. CONTINGENCIES

The University is a party to various legal acti@nising in the ordinary course of its operatioighile it is not feasible to
predict the ultimate outcome of these actionss the opinion of management that the resolutiothe$e matters will not
have a material effect on the University's finahstatements.

14. OPERATING EXPENSES BY OBJECT

The following table details the University’s opéngtexpenses by object for the years ended Jun20®® and 2007.

Operating Expenses by Object for the Year Ended Jun30, 2008

Operations
and
Public Academic Student Institutional Maintenance Student  Auxiliary
Instruction Research  Service Support Services  Support of Plant  Depreciation Aid Enterprises Total

Salaries and

Wages $190,631,408$35,490,35! $20,914,047 $48,461,671$22,434,810641,798,67' $18,537,572% - $415,906% 46,111,795 $424,796,238
Fringe

Benefits 60,133,973 8,451,875 6,629,221 18,110,942 8,324,136 18,088,008 9,801,817 - - 16,944,594 146,484,566
Supplies &

Other

Expenses 25,904,73118,819,857 6,311,577 14,941,321 4,948,120 12,303,950 17,454,618 - 3,593,682 61,521,542 165,799,398
Utilities - - 46 - 299,513 123,919 18,316,713 - - 10,483,275 29,223,466
Depreciation - - - - - - - 100,186,738 - - 100,186,738

$276,670,107$62,762,090 $33,854,891 $81,513,934$36,006,57%72,314,553$64,110,726$100,186,73 $4,009,588 $135,061,206$866,490,406

Operating Expenses by Object for the Year Ended Jun30, 2007

Operations
and
Public Academic Student Institutional Maintenance Student  Auxiliary
Instruction Research  Service Support Services Support of Plant  Depreciation Aid Enterprises Total

Salaries and

Wages $179,575,56633,565,874$19,739,162$46,224,453 $21,771,030837,788,019$16,056,975% - $227,946% 41,533,621$396,482,646
Fringe

Benefits 52,234,718 7,378,092 5,748,282 16,647,637 7,866,556 16,404,873 8,694,334 - 2,233 15,346,318 130,323,043
Supplies &

Other

Expenses 24,269,60818,697,639 6,702,664 19,362,703 5,121,702 12,929,017 17,128,627 - 3,741,548 59,717,102 167,670,610
Utilities - - - - 263,237 215,026 18,731,498 - - 10,230,999 29,440,760
Depreciation - - - - - - - 88,030,170 - - 88,030,170

$256,079,892$59,641,605$32,190,108%$82,234,793 $35,022,525$67,336,935%$60,611,434$88,030,1783,971,727 $126,828,0406811,947,229
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15. UNRESTRICTED NET ASSETS

The University adopted GASB No. 35 for external amtimg purposes, which requires net assets to hssifled for
accounting and reporting purposes into one of theteasset categories, as discussed in Note E tfindncial statements.
Unrestricted net assets, as defined by the GAS8,nat subject to externally imposed stipulationswéver, they are
subject to internal restrictions. For example,estiicted net assets may be designated for spexeifijposes by action of
management or the Board of Trustees or may otherbis limited by contractual agreements with outgideties.
Substantially all unrestricted net assets are rialer designated for academic and research prograamstal programs,
retirement of debt, and auxiliary enterprise atitgi
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BOARD OF TRUSTEES

MEMBERSEX OFFICIO

The Honorable M. Jodi Rell
Governor of the State of Connecticut
President ex officio Hartford

The Honorable F. Philip Prelli
Commissioner of Agriculture
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The Honorable Joan McDonald
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Member ex officio Hartford

The Honorable Mark K. McQuillan
Commissioner of Education
Member ex officio Hartford

Gerard N. Burrow, M.D.

Chair, Health Center Board of Directors

APPOINTED BY THE GOVERNOR

John W. Rowe, M.D., Rairman New York, NY
Louise M. Bailey Secretary West Hartford
Michael A. Bozzuto Avon

Framingham, MA
Southington
West Hartford

Peter S. Drotch
Linda P. Gatling
Lenworth M. Jacobs, Jr., M.D.

Michael J. Martinez East Lyme
Denis J. Nayden Stamford
Rebecca Lobo Granby
Thomas D. Ritter Hartford

Wayne J. Shepperd Danbury
Richard Treibick Greenwich

ELECTED BY THE STUDENTS

West Hartford
Hartford

Ross Gionfriddo
Michael J. Nichols

Member ex officio Hamden
ELECTED BY THE ALUMNI
Philip P. Barry Storrs
Andrea Dennis-LaVigne, D.V.M. Simsbury

FINANCIAL OFFICERS

Lorraine M. Aronson, Vice President and Chief FiiahOfficer
Bruce A. DeTora, Chief Financial Officer
Paul R. McDowell, Controller
Charles H. Eaton, Associate Controller
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