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INDEPENDENT AUDITORS’ REPORT

Board of Directors
National Public Radio, Inc.
Washington, D.C.

We have audited the accompanying consolidated statement of financial position of National Public
Radio, Inc. as of September 30, 2007, and the related consolidated statements of acfivities and cash
flows for the year then ended. These consolidated financial statements are the responsibility of the
Organizations’ management. Our responsibility is to express an opinion on these consolidated financial
statements based on our audit. The prior year summarized comparative information has been derived
from the consolidated financial statements of National Public Radio, Inc. as of September 30, 2006,
which were audited by other auditors whose report dated December 14, 2006 expressed an unqualified
opinion on those consolidated statements.

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

In our opinion, the 2007 consolidated financial statements referred to above present fairly, in all
material respects, the consoclidated financial position of the National Public Radio, Inc. as of September
30, 2007, and the consolidated changes in their net assets and their cash flows for the year then ended
in conformity with U.S. generally accepted accounting principles.

LonsonfUllon LLE

LarsonAllen LLP

Arlington, Virginia
December 20, 2007

h}:! 4 ] 'A LarsonAllen LLP is a member of Nexia lnmmancgm)ki, a worldwide nevwork of independent accounting and consulting firms.
INTERNATIONAL



ASSETS
CURRENT ASSETS:
Cash and cash equivalents
Investments
Receivables, net
Prepaid and other assets
Interfund (payabie) receivable

Total Current Agsets
PROPERTY AND EQUIPMENT, NET

OTHER ASSETS:
Long-term investments
Leng-term recelvables, net
Long-term prepaid and other assels
Deferred financing costs

Total Other Assets

TOTAL ASSETS

LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Accounis payabie
Current porficn of long-term debt
Accrued expenses
Accrued interest payable
Beferred revenues

Totat Current Liabilities
NON-CURRENT LIABILITIES:
Other accrued expenses, long-term
MNofe payable, long-term
Bonds payable, long-term
Interest rate swap contracts
Total Non-Current Liabiiities
TOTAL LIABILITIES
NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

NATIONAL PUBLIC RADIQ, INC.
Consolidated Statements of Financial Position

As of September 30, 2007 {with comparative totals for 2008)

2007 2006
TEMPORARILY  PERMANENTLY

UNRESTRICTED  RESTRICTED RESTRICTED TOTAL TOTAL
$ 3,174,425 § -8 -8 3,174,425 $ 4,837,423
27,508,221 - 1,000,968 28,510,189 28,669,107
17,642,004 . 28,393 17,670,387 12,837,970
4,605,499 - . 4,505,499 4,106,352
{7.985,573) 7.985,573 . -
44,845,576 7,985,573 1,029,361 53,850,510 50,449,852
51,774,481 - - 51,774,481 50,209,738
180,170,310 - 195,417,448 385,587,758 323,764,209
- 13,684,001 - 13,684,601 8,721,455
175,270 ©77) - 174,203 938,761
699,837 - . 599,837 738,914
191,045,417 13,683,024 195,417,448 400,145,889 334,163,459
$ 287,865,474 $ 196,446,809 §  505,780,88 $ 434,823,049

$ 21,668,

597

$ 2,334,186 § - % - % 2,334,185 $ 2,631,874
1,300,000 - - 1,300,000 1,300,000
15,846,866 - - 15,846,866 14,308,159
188,566 - - 188,566 196,434
12,321,360 " - 12,321,360 5,142,051
31,890,977 - - 31,990,977 23,679,518
3,770,251 - - 3,770,251 3,528,946
2,880,000 - - 2,880,000 2,880,000
37,800,000 - - 37,900,000 39,200,000
1,489,190 - . 1,489,180 1,478,337
46,039,441 - - 46,039,441 47,087,283
78,030,418 - - 78,030,418 70,668,801
208,635,056 21,668,597 196,446,809 427,750,462 364,156,248

$ 287665474

See notes to consolidated financial statements.

$ 21,668,597

$ 196,448,809

H 505,780,880

$ 434,823,049



NATIONAL PUBLIC RADIC, INC.
Consotidated Statements of Activities
Year Ended September 30, 2007 (with comparative totals for 2008)

2007 2006
TEMPORARILY PERMANENTLY
UNRESTRICTED RESTIRICTED RESTRICTED TOTAL TOTAL
REVENUES
Membership dues $ 2,205840 § - % - 8 2,205,840 $ 1,684,159
Station programming fees 65,478,100 - - 65,478,100 63,724,524
Grants, contributions & sponsorships 58,628,103 16,512,852 58,379 74,198,434 56,224,769
Net assets released from restrictions 4,978,691 {4,878,681) - - -
Return on investments 54,800,018 - 28,837 54,828,855 32,211,533
Distribution services 10,723,446 - - 10,723,446 10,814,780
Other revenues 6,449,939 - - 6,449,939 4,811,855
Donated goods & services 890,899 - - 850,899 698,579
TOTAL REVENUES 204,155,036 10,534,261 87,218 214,776,513 170,169,999
EXPENSES
PROGRAM SERVICES:
News & information 57,071,948 - - 67,071,948 50,335,151
Distribution & satellite interconnection 12,220,732 - - 12,220,732 12,562,183
Engineering 11,884,586 - - 11,884,586 12,332,521
Programming 12,124,327 - - 12,124,327 13,809,778
Digital media 8,648,203 - - 8,648,203 5,798,384
Consumer products 1,938,314 - - 1,938,314 1,895,752
Strategy & partnerships 9,343,772 - - 9,343,772 7,869,365
123,231,892 - - 123,231,892 115,403,134
SUPPORT SERVICES 27,936,626 - . 27,936,826 28,300,763
TOTAL EXPENSES 151,168,518 - - 151,168,518 143,702,897
CHANGE IN NET ASSETS FROM OPERATIONS 52,986,518 10,534,261 87,216 63,607,995 26,466,102
Change in value of swap contracts {13,781) - - {13,781} 373,168
CHANGE IN NET ASSETS 52,872,737 10,534,281 87,218 63,694,214 26,839,270
NET ASSETS, BEGINNING OF YEAR 156,662,319 11,134,338 146,359,593 364,156,248 337,316,978

NET ASSETS, END OF YEAR 5 209,635,066 $ 21,668,597 § 196,446,809 § 427,750,462 $  364,156,24

See notes te consolidated financial statements.



NATICNAL PUBLIC RADIO, INC.
Consolidated Statements of Cash Flows

Year Ended September 30, 2007{with comparative totals for 2005)

CASH FLOWS FROM OPERATING ACTIVITIES:
CHANGE IN NET ASSETS

ADJUSTMENTS TO RECONGILE CHANGE IN NET ASSETS TO NET CASH FLOWS

PROVIDED BY OPERATING ACTIVITIES:
Change in value of swap contracts
Unrealized/realized gain on investments
Amortization of deferred financing costs
Depreciation;
Technical equipment, office furnishings and leasehold improvements
Buildings
(Increase) decrease in receivables
Decrease {increase} in prepaid and other assets
(Decrease) increase in accounts payable
Increase in accrued expenses
(Decrease) increase in accrued interest payable
Increase in deferred revenues
Investment return restricted for endowment purposes
increase (decrease) in deferred lease allowance

Net cash flows provided by cperating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
INVESTMENTS:
Purchases
Bales 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 YEAR

SUPPLEMENTAL DISCLOSURE:
Cash payments for interest

See notes to consofidated financial statements.

2007

2008

$ 63,594,214

$ 26,838,270

13,781 (373,168)
(44,285,848) (24,359,888)
39,077 37,478
3,438,614 3,544,910
1,617,371 886,227
(9,794,872) 1,325,506
364,351 (1,122,535)
{297,689) 1,096,366
1,610,551 3,275,002
{7,868) 31,631
7,178,308 231,651
(28.837) (16,860)
168,460 {483,930}
23,010,514 10,911,660

{126,325,858)
108,043,742

(6,020,233)

(163,292,379)
149,767,817

(7,964,749}
1,744

(23,402,349)

{11,487,467)

28,837 16,860
{1,300,000) (1,200,000)

----- {1,271,163) (1,183,140}
(1,662,998} {1,758,947)
4,837,423 6,596,370

$ 3,174,425 $ 4,837,423
$ 2,009,150 $ 2,184,419



NATIONAL PUBLIC RADIO, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. ORGANIZATION

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

These consolidated financial statements also include the accounts of the NPR Foundation (the Foundation), a
Section 501(¢)(3} not-for-profit organization, which was foundad in 1992, with the purpose of raising charitable
contributicns for the benefit of NPR, disbursing funds to NPR for the operation, promoiicn, 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 control of the
Foundation and NPR, cotlectively referred to herein as “NPR”.

On February 2, 2008, NPR Media Berlin gGmbH was formed and on March 8, 2008, the Madia Authority of Berlin
Brandenburg (MABB) issued an FM radic station ficense in Berlin 1o it, for the period April 1, 2008 through March
31, 2013. NPR Media Berlin gGmbH began broadcasting on April 1, 2006. NPR Media Berlin gGmbH
broadcasts noncommercial educational radio programming, including news, talk, and cultural programming, 24
hours per day, 7 days a week. The programming consists primarily of the Engiish-language programming
produced by NPR Media Berlin gGmbH's scle shareholder, National Public Radic, Inc. Activity of NPR Media
Berlin gGmbH is included in the financial statements of Natienal Public Radio, inc.

On September 24, 2007, National Public Radio, Inc. along with another public broadcasting entity formed
National Public Media, LL.C (NPM), in which NPR holds an 80% owner interest, for the purpose of representing
public radio and television stations on a multi-market basis for public broadcasting underwsiting and sponsorship.
On October 30, 2007, NPM acquired the assets and liabilities of National Public Broadcasting {NPB), retaining
the former NPB staff and hiring the NPR Corporate Sponsorship siaff (o form the new organization. As of
September 30, 2007, NPM owned no assets or liabilities. Therefore, no financial infoermation is presented in these
consolidaled statements.

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 radic stations because NPR does not confrol 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 generaily 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, 2008, from which the summarized information was derived.

Classification of Net Assels - Net assets are reporied separately by class as follows:

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

b. Temporarily restricted net assets — Contributions and other inflows of assets whose use is
limited by donor-imposed stipulations that will expire by doncr payment of an Endowment for
Excellence pledge, passage of time, or can be fulfiled 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 station
fees, unrestricted contributions, grants, sponsorships, returs on investments, and other inflow
of assets whose use is not limited by denor-imposed restrictions less expenditures.

Grants, Contributions & Sponsorships — Contribution revenue is recognized when assets or commitments of
unconditionai promises to give are received. Grant revenue is recognized as eamned as expenseas 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 reséricted. Contributions that are restricted by the donor for a specific
time or purpose, or unpaid contributions not explicitly designated as available to 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 vear use Is paid,
ternporarily restricted net assets are reclassified to unrestricted net assets and reported in the consclidated
statement of activities as net assets released from restrictions. Grants and contributions revenue was
approximately $28,200,000 and $15,200,00G in fiscal years 2007 and 2008, respectively.

All unconditional promises to give, which are expected to be recaived beyond one year, are discounted t¢ their
net present value. Receivables from both pledge and exchange transactions are reduced for any estimated
uncoffectible amounis.

Sponsorships are exchange transactions and are recognized as revenue when credits are aired or defivered
online. Sponsorships remitted in advance of credits aired are reflected as deferred revenue until such time that
the credits are aired. Sponsorship revenue was approximately $46,000,000 and $41,000,000 in fiscal years 2007
and 2006, respectively.

Donated Goaods and Services - NPR receives contributicns 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 refiected in the appropriaie 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 Interconnaction System (PRSIS), a component of distribution services (Note 13), are
recognized during the membership period, which is also the fiscal year. Revenues from nen-programming
services, investments, and distribution services, cther than that noted above, are recognized when earnad,
Deferred revenues reflected on the consolidated statements of financial position consist primarily of advanced
funding of fiscal year 2008 programming fees and membership dues and are recognized within a year.

Functional Expenses- Support services comprised of both general and administrative (G&A) expenses and
fundraising expenses, is predominantly G&A. Fundraising expenses approximate 5% of tolal expenses.

Cash and Cash Equivalents - Cash and cash equivalents reflect amounts that approximate fair value due to the
short maturity of these instruments. Operating checking accounts, sweap accounts, interest bearing liquid
investment accounts, and repurchase agreements are included in cash and cash equivalents,

Inventory - Equipment purchased for resale to padicipants of the PRSIS is recorded at lower of cost (FIFO) or
market. Inventory held for sale, primarily the online shop, is carried at the lower of cost of production for each
item (FIFO) or market. Inventory was $5824,233 and $767,118 as of September 30, 2007 and 2008, respectively,
and is reported in Prepaid and other assets.

Investments- 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 {pcoled) manner, NPR employs a time-weighted doliar value accounting method
for pocled 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
refated gain or loss reported in the consclidated 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 fraded. 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 ai the custodian’s valuation using a valuation methodology
simifar {o above. Money market accounts are valued as determined by the bank er mongy market manager.



Alternative investments, principally private equity, real estate, and hedge and absolute return funds, are vaiued
using the most recent valuation available by the respective external fund manager. The fair value of certain
aiternative investments, such as private equity interests, are estimated based on valuations provided by external
investment managers as of a prior quarter, adjusted for cash receipis, cash disbursemenis, and securities
distributions through September 30. Typically private equities and real estate are valued at the lower of cost or
market unt# external events substantiate the change in value or a reasonable methodology exisis to capture and
quantify changes in value. The asset zllocation of NPR's portfolio is intended to provide exposure to a diverse
set of markets. These markets are subject to various risks such as interest rate, market, sovereign, and credit
risks. NPR anticipates that the vatue of its investments may, from time 1o time, fluctuate as a resuit of these risks
and anticipates that the structured diversification will provide counter-fluctuations within the portfolic to mitigate
market risks. The organization believes the carrying amount of these financial instrumenis is a reasonable
estimate of fair value.

Investments are managed in acocordance with Board approved investment and spanding policies. The policies,
including the policy establishing the porticn of the portfolic 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 porifoiio that is distributed each year is based on a raie 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 fong-term returns and inflation rates, and seeks o
maintain a consistent distribution rate based upon the portfolio’s twelve-quarter roliing average market value
ending on the 31st of March, preceding each fiscal year. Should the Foundation's portfolio vields prove to be
insufficient {o support the annual spending policy, the balance is provided from prior years’ fotal investment return
or unvestricted 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 investmenis with high quality institutions. As of September 30, 2007 and 20086,
substantially all of the balances were in excess of the Federal Deposit Insurance Corporation insurance limit.
NPR has established guidelines relative to the diversification and maturities of long-term investments to limit the
amount piaced 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 32% and 38% of totai revenues for the fiscal
years 2007 and 2008, come from U.S. non-commerciat radio stations, Funding of these stations primarily comes
from corporate, foundation, and individual contributions.

Interfund {Pavabie) Receivable - Certain assets held in unrestricted, temporarily restricted, and permanently
restricted accounts as of the fiscal year end are reflected as interfund payabie/receivable on the consolidated
statements of financial position,

Property and Equipment - Acquisitions of property and equipment greater than or equal to $1,000 with an
estimated useful life of more than one year are recorded at cost. Depreciation and amortization are provided on
the straight-ling method over the estimated useful lives of the respective assets as follows, taking a half-year
depreciation expense in the first and last year of the asset's estimated life; buildings and improvements — 31
years or the remaining useful life of the building or improvement, computer equipment - three years; technical
equipment purchased in fiscal year 2007 — three years; technical equipment purchased prior to fiscal year 2007
and vehicles— five years; office furnifure and equipment - eight years; and ieasehold impravements - the shorter
of the {ease 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 fife of the bonds, using the straighi-iine method,

Split Interest Agreements -~ NPR is the beneficiary of a spiit interest agreement in the form of a pocled income
fund. Assets of the split interest agreement of $25,539 are included in long-term prepaid and other assets on the
statement of financial pesition as of September 30, 2007. The value of the split interest agreement is measured
as NPR's share of fair value of the assets. Liabilities associated with the agreement are $14,977, which is
included with other accrued expenses, long-term on the consolidated statements of financial position.

Derivatives - NPR entered into interest rate swap contracts to minimize its exposure to interest rate fluctuations
refated 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 Siatement 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 statemenis of financial
position with the related gains and losses reflected on the consolidated statements of activities.

Fair Value of Debt instruments - Bonds and notes payabie reflect an amcunt that is a reasonable estimate of fair
value due o variable interest rates that adjust with the currently available terms and cenditions for simitar debt.
The inferest 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 applicabte 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 provision for income taxes is required for 2007 ang 20086,

Use of Estimates - The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management 1o make estimates and assumptions based on
availabie information that affect the reported amounts of assets and liabilities and the disclosure of contingent
assets and liabitities at the date of the financia! statements and the reported amounts of revenues and expenses
during the reporied pericd. Actual results could differ from these estimates.

The accounting policy concerning investment valuations relies on data from fund managers that carnot be
substantiated by third padies, and it is considered to have the largest potential for significant financial impact.
Valuations for investments, principally aiternative investments, are subjective and require judgment regarding
significant matiers such as the comparability to simitar investments, liquidity, interest rates, and the determination
of external events adequate to quantify changes in valug, 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, 2007,

Measure of QOperations — Change in net assets from operations includes all revenues and expenses with the
exception of gains and lesses associated with interest rate swap contracts (Note 7).

Reclassifications - Certain items in the fiscal year 2006 financiat statements have been reclassified fo conform to
the presentation of fiscat year 2007, These reclassifications have no impact on previcusly reported change in net
assets.

INVESTMENTS

NPR's investments at September 30, 2007 and 2008, stated at fair value, are comprised of the following;

2007 2006

Equities $ 193,047 803 $ 159,036,387
Fixed income 106,177,773 127,780,551
Maney market funds 9,274,029 4,324,333
Alternative investments

Hedge funds 78,414,090 45,302,057

Real estate and other assets 24,440,471 15,632,072

Private equities 2,743,781 348,005

Total $ 414,097,947 $ 352,433,405

The estimated net realizable value of stock in Overseas Pariners Ltd. (OPL), a Bermuda-based reinsurance
company, is $125,334 and $114,074 as of Sepiember 30, 2007 and 2008, respectively, and is included in private
equities. OPL has announced its sale effective September 21, 2006. 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 $0 and $441,427 in 2007 and 2008, respectively.



5.

NPR had oulstanding commitments of $44,562 418 and $28,287,454 as of September 30, 2007 and 2008,
respectively. These commitments represent amounts expacted to be drawn by investment fund managers in the
Alternative Investments category of the portfolic. The commitments will be funded by liquidation of the other
investments,

RETURN ON INVESTMENTS

For the years ended September 30, 2007 and 2008, investment return was comprised of the following:

2007 2006
Dividends and interest $ 12,019,554 % $,038,269
Realized gain 2,608,646 2,665,279
Unrealized gain 41,677,202 21,694,608
Direct investment services fees (1,478,547) (1,187,623)
Total $ 54,828,855 $ 32,211,533

RECEIVABLES, NET

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

2007 2006
Receivables, short-term (less than one year):
Grants & contributions $ 2,622,203 $ 1,802,520
Sponsorships 12,743,561 8,963,489
Station fees 851,612 1,413,171
Bistribution & PRSS services 371,505 933,300
Other 1,822,898 581,352
Total receivables, shori-term 18,411,779 13,693,832
Allowance for bad debts {741,382) (855,862}
Receivables, short-term, net 17,670,397 12,837,970
Receivables, long-term
One to five years:
Contributions 13,901,401 8,305,488
More than five years:
Contributions - 1,006,000
Discount to present value (217,400) (584,033)
Receivables, long-term, net 13,684,001 8,721,455
Total receivables, net $ 31,354,388 § 21,559,425




8.

PROPERTY AND EQUIPMENT, NET

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

2007 2006
Land % 18,875,249 $§ 18,875,248
Buildings & improvements 35,600,785 32,388,320
Technical equipment 27,302,111 26,972,312
Office furnishings 3,722,667 3,722,667
Vehicles 137,307 206,458
Censtruction in process 2,902,122 3,470,210

88,540,241 85,635,218
Accumulated depreciation (36,765,760} (35,425,478)
Total property and equipment, net $ 51,774,481 $ 50,200,738

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 enfered into a Loan Agreement with the District of Columbia to issue District of Columbia
Revenue Bonds (National Public Radio Project) Series 2001 {DC Revenue Bonds) in the amount of $37,800,000
for a term of 30 years. I|n FY02, NPR eniered into a Loan Agreement with the State of California to issue
California Statewide Communities Development Authority Revenue Bonds (National Public Radio, Inc. Projeci)
Series 2002 (CA Revenue Bonds) in the amount of $8,000,000 for a term of 30 years to purchase the NPR West
land, production facility, and finance its renovations. In addition, NPR entered intc a Loan Agreement with
SunTrust Bank to issue a note in the amount of $3,000,000 for & term to June 15, 2014 with the principal
payment at the end of the term. The 2001 bonds and term note were issued with a variable interest rate, reset
each week based upon the underwriter's weekly interest rate. The 2002 bonds were issued with a variable
interest rate, reset each month based upen the underwriter's monthly interest rate, The bonds and note have no
escrow requirements and each bond has credit suppori via a letter of credit agreement with SunTrust Bank.

For the years ended Sepiember 30, 2007 and 2008, for the DC Revenue Bonds, CA Revernue Bonds, and term
note, the variable interest rate ranges were:

2007 2006
DC Revenue Bonds  2.56% t0 3.86% 3.96% to 5.44%
CA Revenue Bonds 3.50% to 3.86% 2.56% 10 3.72%
Term note 5.65% to 6.09% 4.38% 10 5.87%

For the years ended September 30, 2007 and 2006, for the DC Revenue Bonds, CA Revenue Bonds, and term
note, the interest expense was:

2007 2008
DC Revenue Bonds $1,610,041 $1,693,308
CA Revenue Bonds 489,109 332,270
Term note 156,114 152,840
Total interest expense $2,255,264 $2,184,419
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The aggregate bonds and note payments for future fiscal years are as follows;

Scheduled

Fiscal DC Revenue CA Revenue Term Payrment

Year Bonds Bonds Note Amount
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
201 1,300,000 306,000 - 1,600,000
2012 1,300,000 306,000 - 1,600,000
Thereafter 26,100,000 5,800,000 2,880,000 34,780,000
Total $ 32,200,000 % 7,000,000 % 2,880,000 $ 42,080,000

To manage its exposure {o interest rate fluctuations in reiation 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
Contracts). 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 fron: SunTrust of variable interest rates based on the Bond Market Association
{BMA) index rates, which are expected to 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 meet various financial and other covenants each guarter, including: (1) a total
liquidity ratio of not less than 70% and (2) a debi service coverage ratio of cash flow to debt service of not less
than 1.75 to 1 when the total liquidity ratio is greater than or equal to 70% and less than or equal to §9%, 1.35 to
1 when the tota! liquidity ratio is greater than 89%. Faiture to meet the above debt service coverage ratic shall
not resull in default if 1) the ratio of cash flow o debt service is not less than 1 to 1, 2) fotal liquidity is not less
than $30 million, and 3) the debt service coverage ratio was satisfied in the immediately preceding fiscal year. As
of Septermber 30, 2007, NPR is in compliance with all covenants.

TEMPORARILY RESTRICTED NET ASSETS

As of September 30, 2007 and 2006, temporarily restricted net assets are available for the following purposes:

2007 2008
News & information $ 20,430,561 % 10,354,732
Music & entertainment 81,666 96,250
Endowment for excellence 1,156,370 683,354
Total $ 21,668,597 $ 11,134,336
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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 cutstanding borrowings against the cash
reserve principal at September 30, 2007 or 2006. As of September 30, 2007 and 2008, the balance of the NEA
grant and the matching funds in the amount of $1,000,968, are reflected in NPR's consolidated financial
staiements 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 cf the contributions, the amount of each contribution was to
establish a permanently restricted fund. The return on investments from the funds is to be used for the support
of cultural programming. Further, cne centribution reguired 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 2007 and 2008,
respectively, $28,837 and $16,860 were added for this purpose. The remaining refurn on investments is
permitted to be used to support current operations.

The Foundation received a contribution of cash and investments totaling $1985,445,841 several years ago 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 endowmant are available to support the mission of NPR.
Therefore, the income and net appreciation of the endowmeni are recorded as unrestricted revenue as eamed.

NET ASSETS RELEASED FROM DONOR RESTRICTIONS
For the years ended September 30, 2007 and 2008, 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 follows:

2007 2006
News & information $ 4600277 $ 5,333,385
Music & entertainment 72,917 1,251,352
Endowment for excelience 286,497 1,175,000
Fund for new initiatives 10,000 10,000
Total restrictions released $ 4,978,691 $ 7,769,737

COMMITMENTS

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

Fiscal Year Amount
2008 $ 2428462
2008 2,426,565
2016 2,298,158
2011 2,344,377
2012 2,391,751
Thereafter 6,074,951
Total $ 17,964,264
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Certain lease agreements cail for escalation of rental payments based upon increases in operating costs of the
iessor and increases in consumer price indices. Additionally, some of these leases include renewal options
ranging from one to ten years. Total lease expense for the years ended September 30, 2007 and 2006, was
$3,941,725 and $3,612,451, respectively.

During fiscal year 2007, Public Radio Capital (PRC) established the Public Radio Fund (Fund). The Fund is a
revalving loan fund that offers licensees of public broadcasting stations the opportunity to obtain shori-term
financing for the acquisition and expansion of their capital assets. The NPR Board of Directors and the NPR
Foundation Board of Trustees approved a $2.5 million loan to the Fund, which is expected lo be funded over
several years.

During fiscal year 2008, the NPR Foundation will provide NPR with & $2.5 million grant, which will cover NPR's
loan to the Fund as a senior investor on a draw down schedule basad upon the fending requirement of the Fund.
Any interest earned on the loan to the Fund will be paid to the NPR Foundation as earned,

RETIREMENT PLAN

NPR maintaing & defined-contribution retirement plan for its employees, which provides for the purchase of
annulty contracts or mutual funds for participants to receive payments at relirement. Under the plan, NPR
centributes a percentage of the base salary of each employee who has compieted 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,
2007 and 2006 was $6,069,517 and $5,848,574, respeciively.

In fiscal year 2003, NFR established two deferred compensation plans to provide cerfain highly compensated
employees the ability to defer a portion of their compensation to provide supplemental retirement benefits under
Infernai Revenue Code Section 457. The plans are funded entirely from the compensation of the paricipants
and vest with the employee either immediately or based upon specific future events. Af September 30, 2007 and
2008, participants in the 457(b} and 457(9) plans have deferred balances, including interest, tetaling $920,538
and $740,284, respectively, which is included in olher accrued expenses, long-term.

PUBLIC RADIO SATELLITE INTERCONNECTION SYSTEM

Ownership &nd Operation - The Public Radio Satellite Interconnection System (PRSIS) consists of 2 lease of
satellite transponders and related purchased ground equipment, through which public radio programming is
distributed fo interconnected public radio stations. The leasehold rights for the satellite fransponders 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 16, 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 sateliite 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 interconrected public radic stations. Certain
fundamental actions contemplated by the SuperTrust agreement, however, require a maijority vote of the
paricipating interconnected public radio stations.

Qver fime the SuperTrust has executed various agreements with NPR to lease or sublease its assets to NPR,
These leases, including & transponder lease and a separate lease covering other nationailevel interconneciion
equipment, currently require no payments {o the SuperTrust and describe the arrangements under which NPR
operates the PRSIS. NPR's responsibilities under these leases include, among other things, mainterance and
repair of the equipment. On October 27, 2000, the pariies executed a new transponder sublease agreement
covering the satellite transponders on the Galaxy IVR sateliite. The term of the transponder sublease paraliels
the term of the transponder 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 radic stations at any time on 24 months' notice without cause, and at any time with
cause upon notice.

Satelite 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. Subsequently,
Congress appropriated funds for this purpose. The authorizing legistation established a special fund, the Public
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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 enfity to carry out the public radio
portion of the project. NPR has established the Future Interconnection System Project Office (FISPO), which
administers the project using either CPB or other funding sources.

NPR and CPB also entered into an agreement in 1989 that provides CPB funding for a project underaken by
NPR to replace satellite capacity for the PRSIS. This project is called 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, fogether with any accrued interest, are
avaitable until spent,

A total of $790,106 and $400,198 was funded o NPR via the FISPO project or by other funding sources for the
fiscal years 2007 and 2008, respectively. A total of $1,259,232 and $1,913,433 was funded to NPR via the CRP
project or by other funding sources for the fiscal years 2007 and 20086, respectively.

CPE funding for the FISPO and CRP projects have been fully exhausted. in the event additional funds are
required, NPR has the oppertunity to request additional funds from CPB, the SuperTrust, or other funding
sources. If external funding cannot be secured, NPR bears the obligation to fund the remaining costs to
cemplete the FISPO and CRP projects with internal funds.
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