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MANAGEMENT’S DISCUSSION AND ANALYSIS

The following Management Discussion and Analysis (MD&A) of the State of Connecticut Health
and Educational Facilities Authority’s (Authority) activities and financial performance provides the
reader with an introduction and overview to the audited financial statements for the fiscal years
ended June 30, 2006 and 2005. Following this MD&A are the financial statements of the Authority
together with the notes thereto which are essential to a full understanding of the data contained in
the financial statements.

The Authority is a “conduit” issuer of tax-exempt bonds, issued on behalf of non-profit healthcare
institutions, higher .education and private secondary schools, child care facilities, long-term care
facilities, cultural institutions and various other qualified non-profit institutions pursuant to Connecticut
General Statutes Chapter 187, Sections 10a-176 through 10a-198. These tax-exempt bonds are
financial/debt obligations of the institution on whose behalf the Authority issues the bonds. The issuance
of tax-exempt bonds provides funds for new construction projects, the refinancing of long-term debt
obligations to reduce borrowing costs, and Debt Service Reserve Funds, which are typicalty required for
all fixed interest rate bond issues at an amount equal to one year’s maximum annual debt service.

The Authority’s financial statements use proprietary fund reporting and report its financial position
in three basic financial statements: (1) a balance sheet; (2) a statement of revenues, expenses and
changes in net assets; and (3) a statement of cash flows.

Bonds Issued (Dollars in Thousands)

The following is a review of the number of bond issues and the related amount issued, summarized by
market segment and comparing FY 2006, FY 2005 and FY 2004. Approximately $982,640 in bonds
were issued during FY 2006 including debt for three institutions that exceeded $100,000 as follows:
$300,000 for Yale University (new projects), $116,600 for Fairfield University (primarily refinancing
existing debt and $10,000 for new projects), and $111,800 for Yale-New Haven Hospital (refinancing of
existing debt).

Bond Bond . Bond
Issues FY 2006 Issues FY 2005 Issues FY 2004
Healthcare 8 $345,160 4 $104,745 3 $67,975
Higher Education 10 546,925 4 147,480 6 212,590
Private Secondary Schools 3 59,265 6 86,135 4 47,025
Long-Term Care 1 7,095 - - - -
Other 2 24.195 - - 1 4,500
Total 24 $982.640 14 $338,360 14 $332.090
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Annual Fees (Dollars in Thousands)

The following is a summary of the revenues generated from annual administrative fees charged during
FY 2006, FY 2005 and FY 2004 based on the Board approved administrative fee of 9 basis points (or
.0009) on the outstanding balance for all market segments with the exception of Long-Term Care which
is 15 basis points (or .0015):

Healthcare .

Higher Education

Private Secondary Schools
Long-Term Care

Child Care

Other

Total

Balance Sheets (Dollars in Thousands)

ASSETS
Unrestricted Assets
Restricted Assets
Non-Current Assets
Total Assets
LIABILITIES
Current Liabilities
Non-Current Liabilities
Total Liabilities
NET ASSETS
Invested in capital assets
Unrestricted

Total Liabilities and Net Assets

$4,542

$4.214

FY 2006 FY 2005 FY 2004
$20,898 $ 21,698 $ 20,688
471,613 183,305 431,016

2,522 2,445 2,437
$495.033 $207,448 $454,141
$473,815 $185,674 $431,602

2,247 2,247 2,250
$476,062 $187,921 $433,852

275 198 187
18.696 19,329 20,102
$495.033 207,448 $454.141

FY 2004

$1,230
2,122
421
267
40

66

4,14

The increases in revenues from FY 2005 to FY 2006 for healthcare, higher education and private
secondary schools were for bonds issued during FY 2006 for new projects. The decrease in long-term
care revenues reflects the defeasance of debt for Noble Horizons and the Jewish Home for the Elderly of
Fairfield County. The reduction in child care resulted from a reclassification to other for three bond
issues that were incorrectly labeled as child care.






