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Report of Independent Auditors

To the Board of Directors of
National Public Radio, Inc.:

In our opinion, the accompanying consolidated statement of financial position and the related
consolidated statements of activities and cash flows present fairly, in all material respects, the
consolidated financial position of National Public Radio, Inc. and its subsidiary (collectively referred
to herein as “NPR”) at September 30, 2006, and the changes in their consolidated net assets and cash
flows for the year then ended in conformity with accounting principles generally accepted in the
United States of America. These consolidated financial statements are the responsibility of NPR’s
management. Our responsibility is to express an opinion on these financial statements based on our
audit. The prior year summarized comparative information has been derived from the Foundation's
2005 financial statements, and in our report dated November 23, 2005, we expressed an unqualified
opinion on those financial statements. We conducted our audit of these statements in accordance with
auditing standards generally accepted in the United States of America, which 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, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.
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December 14, 2006




NATIONAL PUBLIC RADIOQ, INC.
Consolidated Statements of Financial Position
As of September 30, 2006 (with comparative totals for 2005)

2008 2005
TEMPORARILY PERMANENTLY
UNRESTRICTED  RESTRICTED RESTRICTED TOTAL TOTAL
ASSETS
CURRENT ASSETS:
Cash and cash equivaients $ 6,746,417 § - 8 - 8 6,746,417 $ $,989,631
Investments 27,668,139 - 1,000,968 28,669,107 25,250,784
Receivables, net 12,837,970 - - 12,837,970 13,942,730
Prepaid and other assets 4,105,352 - - 4,105,352 3,921,608
Interfund (payable) receivable (2,412,881) 2,412,881 - - -
Total Current Assets 48,944,997 2,412,881 1,000,968 52,358,846 52,104,753
PROPERTY AND EQUIPMENT, NET 50,209,738 - - 50,209,738 46,677,864
OTHER ASSETS:
Lang-term investments 128,405,674 - 195,358,625 323,764,299 299,298,269
Long-term receivables, net - 8,721,455 - 8,721,455 9,125,438
Long-term prepaid and other assets 938,741 - - 938,791 -
Deferred financing costs 738,914 - - 738,914 776,392
Total Cther Assets 130,083,379 8,721,455 195,358,625 334,163,459 309,200,099
TOTAL ASSETS $ 229,238,114 11,134,336 $ 196,359,593 § 436,732,043 $ 407,982,716
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Accounts payable 3 4,540,868 -5 - 3 4,540,868 3 4,111,985
Current portion of long-term debt 1,300,000 - - 1,300,000 1,200,000
Accrued expenses 14,309,159 - - 14,309,159 11,573,629
Accrued interest payable 196,434 - - 196,434 164,803
Deferred revenues 5,142,051 - - 5,142,051 4,910,412
Total Current Liabilities 25,488,512 - - 25,488,512 21,960,829
NON-CURRENT LIABILITIES:
Other accrued expenses, long-term 3,528,946 - - 3,528,946 3,473,404
Notes payable, long-term 2,880,000 - - 2,380,000 2,880,000
Bonds payable, long-term 39,200,000 - - 39,200,000 40,500,000
Interest rate swap contracts 1,478,337 - - 1,478,337 1,851,505
Total Non-Current Liabilities 47,087,233 - - 47,087,283 48,704,909
TOTAL LIABILITIES 72,575,795 - - 72,575,795 70,665,738
NET ASSETS 156,662,319 11,134,336 196,359,593 364,156,248 337,316,978
TOTAL LIABILITIES AND NET ASSETS 11,134,336 $ 196,359,593 § 436,732,043 $ 407,982,716

$ 229,238,114 3

See notes to consolidated financial statements.




NATIONAL PUBLIC RADIO, INC,
Consolidated Statements cf Activities
Year Ended September 30, 2006 (with comparative totals for 2005)

2006 2005
TEMPORARILY PERMANENTLY
UNRESTRICTED RESTRICTED RESTRICTED TOTAL TOTAL
REVENUES
Membership dues $ 1,684,159 § - 3 - 1,684,159 $ 2,197,733
Station programming fees 63,724,524 - - 63,724,524 60,648,575
Granis, contributions & sponsorships 51,292,256 4,832,513 - 56,224,769 56,392,159
Net release of assets from restrictions 7,769,737 (7,769,737) - - -
Return on investments 32,104,673 - 16,860 32,211,533 15,080,222
Distribution services 10,814,780 - - 10,814,780 18,189,821
Cther revenues 4,811,655 - - 4,811,655 5,313,976
Donated goods & services 698,579 - - 698,579 1,198,221
TOTAL REVENUES 172,990,363 {2,837,224) 16,860 170,164,999 159,031,707
EXPENSES
PROGRAM SERVICES:
News & information 60,335,151 - - 60,335,151 56,705,465
Distribution & satellite system replacemnent 12,562,183 - - 12,562,183 19,430,612
Engineering 12,332,521 - - 12,332,521 13,675,561
NPR labs 13,393 913,393 2,023
Programming 13,608,778 - - 13,609,778 12,033,111
Digital media 8,798,384 - - 6,798,384 4,977,671
Consumer products 1,895,762 - - 1,885,752 2,077,713
Member & program services 4,182,475 - - 4,182,475 3,473,171
112,629,637 - - 112,629,637 112,375,327
SUPPORT SERVICES 31,074,260 - - 31,074,260 28,948,153
TOTAL EXPENSES 143,703,897 - - 143,703,897 141,321,480
CHANGE IN NET ASSETS FROM OPERATIONS 29,286,466 (2,837,224) 16,860 26,466,102 17,710,227
Unrealized gain on swap contracts 373,168 - - 373,168 1,233,577
CHANGE IN NET ASSETS 29,659,634 (2,837,224) 16,860 26,839,270 18,943,804
NET ASSETS, BEGINNING OF YEAR 127,002,685 13,971,560 196,342,733 337,316,978 318,373,174
NET ASSETS, END OF YEAR $ 156,662,319 $ 11,134,336 § 196,359,593 364,156,248 $§ 337,316,978

See notes to consolidated financial statements.




NATIONAL PUBLIC RADIO, INC.
Consolidated Statements of Cash Flows

Year Ended September 30, 2006(with comparative totals for 2005)

CASH FLOWS FROM OPERATING ACTIVITIES:
CHANGES IN NET ASSETS
ADJUSTMENTS TO RECONCILE CHANGE IN NET ASSETS TO NET CASH
PROVIDED BY OPERATING ACTIVITIES:
Unrealized gain on swap contracts
Unrealized/realized gain on investments
Amortization of deferred financing costs
Depreciation:
Technical equipment, office furnishings and leasehold improvements
Building
Decrease in receivables
Increase in prepaid and other assets
Increase (decrease) in accounts payable
Increase (decrease) in accrued expenses
increase (decrease) in accrued inferest payable
Increase {decrease) in deferred revenues
Investment return restricted for endowment purposes
Decrease {increase) in deferred lease allowance
(Decrease) increase in book overdraft

Net cash flows provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
INVESTMENTS:
Purchases
Sales and Maturities
PROPERTY AND EQUIPMENT.:
Purchases
Disposals, net
Net cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Investment return restricted for endowment purposes
Bond and note payable payments
Net cash flows used in financing activities
NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAFR

SUPPLEMENTAL DISCLOSURE:
Cash payments for interest

See notes to consolidated financial statements. -4-

2006 2005
$ 26,839,270 $ 18,943,804
(373,168) (1,233 ,577)
(24,359,887) (9,343,962)
37,478 35,403
3,544,910 3,769,532
886,227 994,164
1,308,854 3,186,600
(1,122 ,535) (713,621)
1,113,039 (213,371)
3,275,002 (974,507)
31,631 (5.884)
231,639 (2,072,434)
{16,860) (33,803)
(483,930) 2,105,677
(484,287) 393,076
10,427,403 14,836,097
(153,292,389) (168,058,500)
149,767,917 160,630,482
(7,964,749) (8,582,208)
1,744 14,713
(11,487,477) (15,995,603)
16,860 33,803
(1,200,000) (1,200,000
(1,183,140) {1,166,197)
(2,243,214) (2,325,703)
8,989,631 11,315,334
$ 6,748,417 $ 8,989,531
$ 2,184,419 3 2,188,078




NATIONAL PUBLIC RADIO, INC,

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. ORGANIZATION

National Public Radio, Inc. is a Section 501(c)}{3) not-for-profit corporation whose purposes are to produce,
acquire, and distribute noncommercial educational programming to the nation's public broadcasting stations,
represent its member public radio stations in matters of national interest and assist and suppert these stations
pursuant to the Public Broadcasting Act of 1967. Operating funds of NPR are provided in large part by dues and
prograrmming fees from member stations.

These consolidated financial statements also include the accounts of the NPR Foundation (the Foundation), a
Section 501(c)(3) not-for-profit organization, which was founded in 1992, with the purpose of raising charitable
contributions for the benefit of NPR, disbursing funds to NPR for the operation, promotion, development, capital
expansion, and other valid purposes of NPR, and conducting fundraising efforts and engaging in related activities
for the benefit of NPR. Consolidated financial statements are presented because of the common cenirol of the
Foundation and NPR, collectively referred to herein as "“NPR".

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation - The accompanying consolidated financial statements of NPR are presented on the
accrual basis of accounting and do not include the member radio stations because NPR does not control these

entities.

The consolidated financial statements include certain prior-year summarized comparative information in total but
not by asset class. Such information does not include sufficient detail to constitute a presentation in conformity
with accounting principles generally accepted in the United States of America. Accordingly, such information
should be read in conjunction with the organization’s audited consolidated financial statements for the year ended
September 30, 2005 from which the summarized information was derived.

Classification of Net Assets — Net assets are reported separately by class as follows:

a. Permanently restricted net assets — Contributions and other inflows of assets whose use is
limited by donor-imposed stipulations that the resources must be maintained permanently,
however, as specified by the donor, some income may be used by NPR (Note 9).

b. Temporarily restricted net assets — Contributions and other inflows of assets whose use is
limited by donor-imposed stipulations that will expire by donor payment of an Endowment for
Excellence pledge, passage of time, or can be fuifilled and removed by actions of the entity,
such as usage for specific programs.

C. Unrestricted net assets — Unrestricted net assets result from revenues derived from dues,
unrestricted contributions, grants, return en investments, and cther inflow of assets whose use
is not limited by donor-imposed restrictions less expenditures.

Grants, Contributions & Sponsorships — Contribution revenue is recognized when assets or commitments of
unconditional promises to give are received. Grant revenue is recognized as earned as expenses are incurred.
Contributions of assets other than cash are recorded at fair value at the date of donation. Contributions restricted
in perpetuity are classified as permanently restricted. Contributions that are restricted by the donor for a specific
time or purpose, or unpaid confributions not explicitly designated as available {o support current operations, are
reported as temporarily restricted contributions, except those contributions whose restrictions are met in the
current fiscal year are recognized as unrestricted revenue. When a donor-stipulated time restriction ends or
purpose restriction is accomplished, or when an endowment pledge not designated for current year use is paid,
temporarily restricted net assets are reclassified to unrestricted net assets and reported in the consolidated
statement of activities as net assets released from restrictions. Grants and contributions revenue was
approximately $15,200,000 and $18,700,000 in fiscal vears 2006 and 2005, respectively.




All unconditional promises to give, which are expected to be received beyond one year, are discounted to their
net present value. Receivables from both pledge and exchange transactions are reduced for any estimated
uncollectible amounts.

Sponsorships are exchange transactions and are recognized as revenue when credits are aired or delivered
online. Sponserships remitted in advance of credits aired are reflected as deferred revenue until such time that
the credits are aired. Sponsorship revenue was approximately $41,000,000 and $37,700,000 in fiscal years 2008
and 2005, respectively.

Donated Goods and Services - NPR receives contributions of goods and services from various sources. These
contributions are recorded at the fair value of the goods and services. Revenue is recognized as goods and
services are received and the related expenses are reflected in the appropriate functional area that received the
benefits of the good or service provided.

All_ Other Revenues - Membership dues, station programming fees, and distribution interconnection fees for use
of the Public Radio Satellite Interconnection System (PRSIS), a component of distribution services (Note 13), are
recognized during the membership period, which is also the fiscal year. Revenues from non-programming
services, investments, and distribution services, other than that noted above, are recognized when earned.
Deferred revenues reflected on the statement of financial position consist primarily of advanced funding of the
PRSIS and are generally recognized within a year.

Cash, Cash Eguivalents and Book Overdrafts - Cash and cash equivalents reflect amounts that approximate fair
value due to the short maturity of these instruments. Operating checking accounts, sweep accounts, interest
bearing liquid investment accounts, and repurchase agreements are included in cash and cash equivalents. Book
overdrafts, which represent outstanding checks issued that have not been presented to the bank at the balance
sheet date, are classified in accounts payable. Book overdrafts were $1,908,994 and $2,393,261 at September
30, 2006 and 2005, respectively.

Inventory - Equipment purchased for resale is recorded at iower of cost (FIFO) or market. Inventory held for sale
is carried at the lower of cost of production for each item (FIFO) or market. Inventory was $767,118 and
$618,628 as of September 30, 2006 and 2005, respectively, and is reported in Prepaid and other assets.

Investmentis- Investment balances, income, and net appreciation are reported as either restricted or unrestricted,
in accordance with donor specifications. Unrestricted, temporarily restricted, and permanently restricted funds
are invested in a commingled (pocled} manner. NPR employs a time-weighted dollar value accounting method
for pooled general investments. Income and net appreciation are distributed proportionately based on value that
each fund participates in the investment pool.

Investments are presented at fair value as determined by methodologies relevant to each asset class with any
related gain or loss reported in the consalidated statement of activities. Equities and fixed income securities
listed or traded on a securities exchange are valued at the last sale price on the primary exchange where the
security is traded. Marketable securities held by a custodian, either in the organization’s name or held for the
organization’s account in a street name, are valued at the custodian's valuation using a valuation methodology
similar to above. Money market accounts are valued as determined by the bank or money market manager.
Alternative investments, principally private equity, real estate, and hedge and absoclute return funds, are valued
using the most recent valuation available by the respective external fund manager. The fair value of certain
alternative investments such as private equity interests, is estimated based on valuations provided by external
investment managers as of a prior quarter, adjusted for cash receipts, cash disbursements, and securities
distributions through September 30. The organization believes the carrying amount of these financial
instruments is a reasonable estimate of fair value. Typically private equities and real estate are valued at the
lower of cost or market until external events substantiate the change in value or a reasonable methodology exists
to capture and guantify changes in value.

investments are managed in accordance with Board approved investment and spending policies. The policies,
including the policy establishing the portion of the portfolio to be spent annually, are designed to preserve the
value of the portfolio in real terms (after inflation) and to generate a reliable flow of earnings for support of NPR.
The portion of the Foundation portfolio that is distributed each year is based on a rate that is approved by the
Foundation Board of Trustees. This rate is not set based on a specific formula, nor is it directly tied to current
investment returns. Rather, it reflects expectation about long-term returns and inflation rates, and seeks to
maintain a consistent distribution rate based upon the portfolio's twelve~-quarter rolling average market value
ending on the 31st of March preceding each fiscal year. Should the portfolio’s yields prove to be insufficient to




support the annual spending policy, the balance is provided from prior year's total investment return or
unrestricted funds, subject to donor limitations. Should the portfolio’s yields exceed the amounts necessary to
maintain this objective, the balance is reinvested in the portfolio.

Concentration of Business Activity — Financial instruments, which potentially subject NPR to concentrations of
credit risk, consist primarily of cash, cash equivalents, receivables, and investments. NPR maintains cash and
cash equivalents and short term investments with high quality institutions. As of September 30, 20086 and 2005,
substantially all the balances were in excess of the Federal Deposit insurance Corporation insurance imit, NPR
has established guidelines relative to the diversification and maturities of long-term investments to limit the
amount placed with any single investment manager. NPR has not incurred any losses due to the credit risk on
these instruments or receivables.

Membership dues and station programming fees, representing 38% and 40% of total revenues for the fiscal
years 2006 and 2005, come from U.S. non-commercial radio stations. Funding of these stations primarily comes
from corporate, foundation, and individual contributions.

Interfund (payabte) receivable - Certain assets held in unrestricted, temporarily restricted, and permanently
restricted accounis as of the fiscal year end are reflected as interfund payable/receivable on the consolidated
statement of financial position.

Property and Equipment - Property and equipment are recorded at cost. Depreciation and amortization are
provided on the straight-line method over the estimated useful iives of the respective assets as follows, taking a
half-year depreciation expense in the first and last year of the asset’s estimated life: building and improvements —
31 years or the remaining life of the building or improvement; computer equipment — three years; technical
equipment and vehicles— five years; office furniture and equipment -- eight years; and leasehold improvements —
the shorter of the lease term or useful life of the asset.

Deferred Financing Costs - Deferred financing costs represent the unamortized cost of issuing bonds (Note 7).
These costs are being amortized over the life of the bonds.

Derivatives - NPR entered into interest rate swap contracts to minimize its exposure to interest rate fluctuations
related to the 2001 District of Columbia and the 2002 California Statewide Communities Development Authority
bond issuances. These interest rate swap contracts are accounted for under Statement of Financial Accounting
Standards (SFAS) No. 133, “Accounting for Derivative Instruments and Hedging Activities”. Since NPR is a not-
for-profit organization, the fair value of these derivatives is reflected on the consolidated statement of financial
position with the related gains and losses reflected on the consolidated statement of activities.

Fair Value of Pebt Instruments - Bonds and notes payable reflect an amount that is a reasonable estimate of fair
value due to variable interest rates that adjust with the currently available terms and conditions for similar debt.
The interest rate swap contracts reflect an amount that approximates fair value based on the present value of the
estimated future net cash flows using implied rates in the applicable yield curve as of the statement dates.

Income Taxes - Under applicable provisions of the Internal Revenue Code, NPR is exempt from taxes on income
other than unrelated business income. No provisicn for income taxes is required for 2006 and 2005.

Use of Estimates - The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions based on
available information that affect the reported amounts of assets and liabilities and the disclosure of contingent
assets and liabiliies at the date of the financial statements and the reported amounts of revenues and expenses
during the reported period. Actual results could differ from these estimates,

The accounting policy concerning investment valuations relies on data from fund managers that cannot be
substantiated by third parties, and it is considered to have the largest potential for significant financial impact.
Valuations for investments, principally alternative investments, are subjective and require judgment regarding
significant matters such as the comparability to similar investments, liquidity, interest rates, and the determination
of external events adequate to quantify changes in value. Changes in assumptions could have a significant
effect on the fair value of these instruments.

Guarantees and Indemnifications - From time to time, NPR enters into various agreements for acquisition or sale
(including licensing) of goods or services. In some of those agreements, it agrees to indemnify the other party
against certain losses arising from the transaction under the agreement. NPR is not aware of any material
liability arising from such indemnification obligations as of September 30, 2006.




Measure of Operations — Changes in net assets from operations includes all revenues and expenses with the
exception of gains and losses associated with interest rate swap contracts {Note 7).

Reclassifications - At Septernber 30, 2008, in order to provide greater consistency within the statements of cash
flows, we reclassified the change in the deferred lease allowance from cash flows from investing activities to cash
flows from operating activities for the year ended September 30, 2005.

Certain iterns in the fiscal year 2005 financial statements have been reclassified to confarm to the presentation of
fiscal year 2006.

These reclassifications have no impact on previously reported net income,

INVESTMENTS

NPR’s investments at September 30, 2006 and 2005, stated at fair value, are comprised of the following:

006 2005
Equities $ 123,162,461 3 93,734,127
Fixed income 127,790,547 145,731,730
Money market funds 4,324,333 11,867,004
Alternative investments and private equities:
Hedge funds 92,285,613 72,260,842
Real estate 4,522 447 498,946
Private equities 348,005 456,404
Total $ 352,433,406 $ 324,549,053

The estimated net realizable value of stock in Overseas Partners Lid. (OPL), a Bermuda-based reinsurance
company, is $114,074 and $608,539 as of September 30, 2006 and 2005 respectively, and Is included in private
equities. OPL has announced its sale effective September 21, 2005. The amount and timing of the final
distribution will be determined after the resuits of the regulatory review process are known and the sale is
concluded. OPL made payments of liquidating distributions of $441,427 and $630,610 in 2006 and 2005,
respectively.

NPR had outstanding commitments of $28,287 454 and $10,000,000 as of September 30, 2006 and 2005,
respectively. These commitments represent amounts expected to be drawn by investment fund managers in the

Alternative Investments and Private Equities category of the portfolio. The commitments will be funded by
lfquidation of the other investments.

RETURN ON INVESTMENTS

For the years ended September 30, 2006 and 2005, investment return was comprised of the following:

006 2005
Dividends and interest $ 7,851,646 $ 5,746,260
Realized gain 2,665,279 90,396
Unrealized gain 21,694,608 9,253,566
Total $ 32,211,533 $ 15,090,222

Dividends and interest are reported net of internal and external investment services fees. Investment services
fees totaled $1,187,623 and $524,420 in fiscal years 2006 and 2005, respectively.




7.

RECEIVABLES, NET

The carrying value of receivables consists of the following as of September 30:

2008 2005
Receivables, short-term (less than one year)
Grants & contributions $ 1,802,520 $ 4,884,460
Sponsorships 8,963,489 6,417,939
Member dues 1,413,171 1,166,562
Distribution services 881,488 684,203
Distribution fees 51,812 70,365
Other 581,352 1,741,152
Total receivables, short-term 13,693,832 14,964,681
Allowance for bad debts (855,862) {1,021,951)
Receivables, short-term, net 12,837,970 13,842,730
Receivables, long-term
One to five years:
Contributions 8,305,488 7,883,665
More than five years:
Contributions 1,000,000 2,000,000
Discount to present value (584,033) (758,127)
Receivables, long-term, net 8,721,455 9,125,438
Total receivables, net $ 21,559,425 $ 23,068,168

PROPERTY AND EQUIPMENT, NET

Property and equipment consist of the following as of September 30:

2006 2005
Land $ 18,875,249 $ 17,360,273
Building & improvements 32,388,320 32,298,062
Technical equipment 28,972,312 34,578,197
Office fumishings 3,722.667 4,024,065
Vehicles 206,458 206,457
Construction in process 3,470,210 66,187

85,635,216 88,533,241
Accumutated depreciation (35,426,477} (41,855,377)
Total property and equipment, net $ 50,209,738 $ 46,677,864

BONDS AND NOTE PAYABLE/INTEREST RATE SWAP CONTRACTS

In fiscal year (FY) 2001, NPR advance refunded the 1992 District of Columbia Revenue Bonds (National Public
Radio Issue} and entered into a Loan Agreement with the District of Columbia to issue District of Columbia
Revenue Bonds {Nationaf Public Radio Project) Series 2001 (DC Revenue Bonds) in the amount of $37,800,000
for a term of 30 years. In FY02, NPR entered into a Loan Agreement with the State of California to issue
California Statewide Communities Development Authority Revenue Bonds (National Public Radio, Inc. Project)
Series 2002 (CA Revenue Bonds) in the amount of $8,000,000 for a term of 30 years to purchase the NPR West
tand, production facility, and finance its renovations. In addition, NPR entered into a Loan Agreement with




SunTrust Bank to issue a note in the amount of $3,000,000 for a term to June 15, 2014 with the principal
payment at the end of the term. The bonds and {erm note were issued with a variable interest rate, reset each
week based upon the underwriter's weekly interest rate. The bonds and note have no escrow requirements and
each bond has credit support via a letter of credit agreement with SunTrust Bank.

For the years ended September 30, 2006 and 2005 the DC Revenue Bonds, CA Revenue Bonds, and term note,
the variable interest rate ranges were:

0086 2005

DC Revenue Bonds 3.96% to 5.44% 4.26% to 4.66%
CA Revenue Bonds 2.56% t0 3.72% 3.92% to 4.13%
Term note 4.39% to 5.87% 2.34% to 4.19%

For the years ended September 30, 2006 and 2005 for the DC Revenue Bonds, CA Revenue Bonds, and term
note, the interest expense was:

2008 005
DC Revenue Bonds $1,699,309 $1,723,251
CA Revenue Bonds 332,270 367,532
Term note 152,840 97 295
Total interest expense $2,184,419 $2,188,078

The aggregate bonds and note payments for future fiscal years are as follows:

Fiscal DC Revenue CA Revenue Term Aggregate
Year Bonds Bonds Note Amount
2007 1,100,000 200,000 - 1,300,000
2008 1,100,000 200,000 - 1,300,000
2009 1,200,000 200,000 - 1,400,000
2010 1,200,000 200,000 - 1,400,000
2011 1,300,000 300,000 - 1,600,000
Thereafter 27,400,000 6,100,000 2,880,000 36,380,000

Total $§ 33300000 % 7,200,000 $ 2,880,000 $ 43,380,000

To manage its exposure to interest rate fluctuations in relation to the 2001 DC Revenue Bonds and the 2002 CA
Revenue Bonds, NPR entered into interest rate swap contracts expiring June 15, 2014 with SunTrust Bank (the
Confracts). The Contracts require NPR to pay SunTrust a fixed rate of 4.53% and 4.02% (plus fees for an
underlying letter of credit) on the face amount of the DC Revenue and CA Revenue Bonds, respectively. In
exchange, NPR receives payment from SunTrust of variable interest rates based on the Bond Market Association
(BMA) index rates, which are expected fo track closely to the variable rate of the bonds. The differential between
the fixed and variable rates is accrued and paid as interest rates change and is recorded as a component of
interest expense.

The letter of credit agreements for the DC Revenue Bonds, the CA Revenue Bonds, and the term note require
NPR (excluding the Foundation) to mest various financial and other covenants each quarter, including: (1) a total
liquidity ratio of not less than 70% and (2) a debt service coverage ratio of cash flow to debt service of not less
than 1.75 to 1 when the total liquidity ratic is greater than or equal to 70% and less than or equal to 89%, 1.35 to
1 when the total liquidity ratio is greater than 89%. Failure to meet the above debt service coverage ratio shall
not result in default if 1) the ratio of cash flow to debt service is not less than 1 to 1, 2} total liguidity if not less
than $50 million, and 3) the debt service coverage ratio was satisfied in the immediately preceding fiscal year. As
of September 30, 2008, NPR is in compliance with all covenants.

-10-




8.

10.

TEMPORARILY RESTRICTED NET ASSETS

As of September 30, 2006 and 2005, temporarily restricted net assets are available for the foliowing purposes:

2008 2005
News & information $ 10,354,732 $ 11,282494
Music & entertainment 96,250 1,251,352
Endowment for Excellence 683,354 1,437,714
Total $ 11,134,336 $ 13,871,560

PERMANENTLY RESTRICTED NET ASSETS

Under the terms of a challenge grant from the National Endowment for the Arts (NEA), NPR established a
$1,000,000 permanent Arts and Performance cash reserve. Under the terms of the grant, the interest earned is
permitted to be used to support the mission of NPR; NPR may borrow against the cash reserve principal, but any
amounts borrowed must be repaid within two years. There are no outstanding borrowings against the cash
reserve principal at September 30, 2006 or 2005. As of September 30, 2006 and 2005, the balance of the NEA
grant and the matching funds in the amount of $1,000,968, are reflected in NPR's consolidated financial
statements as permanently restricted investments and net assets.

Several years ago, the Foundation received contributions totaling $1,000,000, with donor stipulations that
permanently limit the use of assets. Under the terms of the contributions, the amount of each contribution was to
establish a permanently restricted fund. The retumn on investments from the funds is to be used for the support
of cultural programming. Further, one contribution required a portion of investment earnings to be added to the
principal annually in order to preserve the purchasing power of the fund. In fiscal years 2006 and 2005,
respectively, $16,860 and $33,803 were added for this purpose. The remaining return on investments is
permitted to be used to support current operations.

During the year ended September 30, 2004, the Foundation received a contribution of cash and investments
totaling $194,259,782 to establish a permanently restricted endowment for the support of NPR operations.
Under the terms of the contribution, the income and net appreciation of the endowment are available to support
the mission of NPR. Therefore, the income and net appreciation of the endowment are recorded as unrestricted
revenue as earned.

NET ASSETS RELEASED FROM DONOR RESTRICTIONS
For the years ended September 30, 2006 and 2005, net assets were released from donor restrictions by incurring

expenses satisfying the restricted purposes, passage of time, or by occurrence of other events specified by
donors as foflows;

2008 2005
News & information $ 5,333,385 $ 4,718,584
Music & entertainment 1,251,352 1,263,469
NPR West production facility
and other administration of programs - 466,687
Endowment for excellence 1,175,000 1,333,450
Fund for new initiatives 10,000 15,000

Total restrictions refeased $ 7,769,737 $ 7,797,170
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12.

13.

COMMITMENTS

NPR leases office space, equipment, and distribution facilities under noncancelable leases expiring at various
dates, The aggregate minimum rental payments under these noncancelable leases for future fiscal years are:

Fiscal Year Amount
2007 2,203,706
2008 2,284,604
2009 2,278,391
2010 2,298,158
2011 2,344 377
Thereafter 8,466,702
Total $ 19,875,937

Certain lease agreements call for escalation of rental paymenis based upon increases in operating costs of the
lessor and increases in consumer price indices. Additionaily, some of these leases include renewal opticns
ranging from one to ten years. Total lease expense for the years ended September 30, 2006 and 2005, was
$3,612,451 and $3,400,414, respectively.

RETIREMENT PLAN

NPR maintains a defined-contribution retirement plan for its employees, which provides for the purchase of
annuity confracts or mutual funds for participants to receive payments at retirement. Under the plan, NPR
contributes a percentage of the base salary of each employee who has completed two years of qualified service
with NPR and has submitted prescribed enrollment forms. These contributions, together with voluntary employee
contributions, are vested in the employees’ accounts. The pension expense for the years ended September 30,
2006 and 2005 was $5,646,574 and $5,165,915 respectively.

In fiscal year 2003, NPR established two deferred compensation plans to provide certain highly compensated
employees the ability to defer a portion of their compensation to provide supplemental retirement benefits under
Code Section 457. The plans are funded entirely from the compensation of the participants and vest with the
employee either immediately or based upon specific future events. At September 30, 2006 and 2005,
participants in the 457(b) and 457(f) plans have deferred balances, including interest, totaling $740,284 and
$508,322, respectively, which is included in ather accrued expenses, long-term.

PUBLIC RADIO SATELLITE INTERCONNECTION SYSTEM

Ownership and Operation - The Public Radio Satellite Interconnection System (PRSIS) consists of a lease of
satellite transponders and related purchased ground eguipment, through which public radio programming is
distributed to interconnected public radio stations. The leasehold rights for the satellite transponders and
"national-level” ground equipment (i.e., ground equipment not owned by individual interconnected stations) are
owned by the Public Radio Satellite Interconnection System Charitable Trust (commonly called "SuperTrust”).
SuperTrust was created on July 18, 1990 (as amended and restated on October 27, 2000), replacing previous
trust arrangements, which had been established beginning in 1983. SuperTrust is qualified as a tax-exempt,
charitable trust and holds title to the leased and purchased satellite equipment and transponders in trust for the
benefit of interconnected public radio stations. The power and duties to administer the SuperTrust estate are
vested in three Trustees duly elected by the participating interconnected public radio stations. Certain
fundamental actions contemplated by the SuperTrust agreement, however, require a majority vote of the
participating interconnected public radio stations.
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Over time the SuperTrust has executed various agreements with NPR to lease or sublease its assets to NPR.
These leases, including a transponder lease and a separate lease covering other national-level interconnection
equipment, currently require no payments to the SuperTrust and describe the arrangements under which NPR
operates the PRSIS. NPR's responsibilities under these leases include, among other things, maintenance and
repair of the equipment. On October 27, 2000, the parties executed a new transponder sublease agreement
covering the satellite transponders on the Galaxy IVR satellite. The term of the transponder sublease parallels
the term of the fransponder lease with the satellite provider. The lease covering other equipment automatically
renews each year for another year beyond its then-current term. The leases may be terminated by a majority
vote of the participating public radio stations at any time on 24 months' notice without cause, and at any time with
cause upon notice.

Satellite System Replacement - In the Public Telecommunications Act of 1988, Congress authorized funds to
replace, refurbish, and upgrade the public radio and television satellite interconnection systems. Subseguently,
Congress appropriated funds for this purpase. The authorizing legislation established a special fund, the Public
Broadcasting Satellite Interconnection Fund, to support the project. The Fund is administered by the Corporation
for Public Broadcasting (CPB) which, in turn, has contracted with NPR as the entity to carry out the public radio
portion of the project. NPR has established the Future Interconnection System Project Office (FISPQ), which
administers the project. A total of $400,196 and $1,355,223 was funded to NPR via the FISPO project for the
fiscal years ended September 30, 2006 and 2005, respectively.

NPR and CPB also entered into an agreement in 1999 that provides CPB funding for a project undertaken by
NPR to replace satellite capacity for the PRSIS. This project is cailed the Capacity Replacement Program
(CRP). Congress provided funds totaling $47,934,000 to CPB for this purpose. The term of this agreement
extends over multiple years, having no fixed end date, and the funds, together with any accrued interest, are
avaitable until spent. A total of $1,913,433 and $6,407 668 was funded to NPR via the CRP project for the fiscal
years ended September 30, 2006 and 2005, respectively.

CPB funding for the FISPO project was fully exhausted during fiscal year 2005 and the remaining CPB funding
totaling $3.8 million for the CRP project was received in January 2006. Additional funding totaling $5 million was
received from the SuperTrust. NPR management expects the remaining funds and additional funding to be
sufficient to enable completion of the FISPO and CRP projects. In the event the funds are not sufficient, NPR
has the opportunity to request additional funds from CPB, the SuperTrust, or other funding sources. If external
funding cannot be secured, NFR bears the obligation to fund the remaining costs to complete the FISPO and
CRP projects with internal funds.
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