INDEPENDENT ACCOUNTANTS’ REPORT

Trustees
Nina Muson Pullium Charituble Trust
Indignupolis, Indianu

We huve audited the accompunying statements of financial position of
the Ninu Muson Pullium Charitable Trust us of December 31, 2001 und 2000,
and the related statements of activities and cush flows for the years then
ended. These financidl statements are the responsibility of the Trust’s
management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our uudits in uccordunce with auditing stundards generailly
accepted in the United States of America. Those standurds require that we
plun and perform the audit to obtain reusonuble ussurance about whether
the finunciul stutements ure free of mauteriul misstutement. An audit includes
exumininy, on a test busis, evidence supporting the umounts und disclosures
in the financial statements. Ah audit dlso includes ussessing the accounting
principles used und significunt estimutes Mude by munagement, us well us
evuluating the overdlll finuncial stutement presentation. We believe that our
audits provide u reusonuble busis for our opinion.

In our opinion, the fihancial stutements referred to above present fdirly, in dll
materidl respects, the financial position of the Nina Mason Pulliam Charitable
Trust as of December 31, 2001 and 2000, and the changes in its net ussets und

its cush flows for the years then ended, in conformity with accounting principles

generdlly accepted in the United States of America.,

BKD e

Indignupolis, Indianu
Junuary 30, 2002

STATEMENTS OF FINANCIAL POSITION

As of December 31, 2001 and 2000

Assets

Cush und cush eyuivulents

Accrued dividends und interest

Investments

Eyuipment und leusehold improvements — net
Other

Totdl ussets

Liabilities
Accounts puyuble und uccrued expenses
Deferred federul excise tux
Grant und scholurship commitments
Totul liubilities

Net Assets - unrestricted

Totul liubilities und net ussets

See hotes to finunciul statements.

2001 2000
$6,983,015 $4,893,206
1,661,790 1.475,343
357,961,150 391,059,505
495,596 285,223
452,938 325,590
$367,554,489 $398,038,867
$420,598 $645,227
19,089

4,912,972 4,497,539
5,333,570 5,061,855
362,220,919 392,977,012
$367,554,489 $398,038,867




STATEMENTS OF ACTIVITIES FOR THE YEARS ENDED

December 31, 2001 and 2000

Changes in Unrestricted Net Assets
Revenues
Interest and dividends
Net redlized gain (loss) on investments
Net unredlized loss on investments

Totdl revenue

Expenses
Employees’ salaries and benefits
Trustees’ fees
Legdl und audit expense
Occupuncy expense
Depreciution expense
Consulting expenses
Investment munuygement fees
Federdl excise tux
Other expenses

Totdl expenses

Excess of Revenues Over Expenses
(Expenses Over Revenues)
Before Grants

Grants and Scholarships Approved
Change in Net Assets
Net assets, Beginning of Year

Net assets, End of Year

See notes to finunciul statements.

2001 2000

§ 9.657.892 $11,352,713
(2,011,532) 27,502,262
(16,032,633) (30,494,996)
(8.386.273) 8.359.979
1,767,351 1,593.418
108,500 114,500
31,615 31,616
285918 209,679
116,177 67,896
159,106 96,803
1,653,306 1,797,048
(101,321) 61,062
561,732 454,574
4,582,384 4,426,596
(12,968,657) 3,933,383
17,787,436 19,606,304
(30,756,093) (15,672,921)
392,977,012 408,649,933
$362,220,919 $392,977,012

STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED

December 31, 2001 and 2000

Operating Activities

Chunge in het ussets

[tems not reyuiring (providing) cush
Reulized (guin) loss on sule of investments
Unredlized loss on investments
Deferred excise tux
Depreciation

Chunges in
Accrued dividends und interest
Other ussets
Federul excise tux puyuble
Accounts puyduble und uccrued expenses
Grunt und scholarship commitments

Net cush used in operating activities

Investing Activities
Purchase of equipment
Purchuse of investments
Proceeds from sule und mauturities
of investments
Proceeds from sule of
Centrul Newspupers, Inc. stock

Net cush provided by investing uctivities

Net Increase (Decrease)
in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Year
Cash and Cash Equivalents, End of Year

Supplemental Cash Flow Information
Excise tax puaid

See notes to financiul statements.

2001

$ (30.756,093)

2000

$ (15,672,921)

2,011,632 (27,502,262)
16,032,633 30,494,996
(160,326) (327.227)
116,177 67.896
(186.,447) 453,758
&117) (177,652)

19,006 (7.391)
(124,629) (12,802)
415,433 2,875,372
(12,637.831) (9.808,233)
(326,550) (175.409)
(792,049,439) (1,000.,753,229)
807,103,629 991,784,794
14,080,064

14,727 640 4,936,220
2,089,809 (4,872,013)
4,893,206 9.,765.219

§ 6983015 § 4,893,206
$ 40,000 $ 395,000




NOTES TO FINANCIAL STATEMENTS

NOTE 1 — Organization

The Niha Mason Pulliam Charitable Trust (Trust) is a continuing frust established
under the provisions of Article 5 of the Nina Mason Pullium Revocable Trust
Aygreement. The term of the Trust shull be for 50 yeaurs ufter the dute of deuth
of Nina Muson Pulliam, which was March 26, 1997. During the Trust’s term, the
Trustees are directed to distribute annudlly the higher of dll of the Trust’s net
income or the distributuble umount hecessury to comply with federal tux
laws from the Trust property to udlified orgunizations. Upon the expiration

of the Trust term, the principul und remaining income shall be distributed to
yudlified organizations.

The Trust seeks to help people ih heed, especially women, children and
families; to protect animals und hature; und to enrich community life through
grantmaking in the metropolitun areus of Indianapolis, Indiund, and Phoenix,
Arizonu. |In 2001 the Trust implemented the Nina Muson Pullium Legucy
Scholars program, which seeks individuals 25 years and older who have
dependents und shure the goul of ucyuiring u collegye deyree to enhunce
future opportunities for their families. Others ussisted through this program
include financidlly independent youny adults seeking to enter college for the
first fime who have grown up in the child welfure system and college-uge
youth und udults with physicul disubilities.

NOTE 2 — Summary of Significant Accounting Policies

The Trust maintuins its records on the accrual busis of accounting. Some of
the more significant accounting policies used by the Trust are as follows:

Use of Estimates

The prepuration of financial statements in conformity with accounting
principles yenerdlly uccepted in the United Stutes of Americu requires
manhugement fo muke estimates and assumptions that uffect the reported
amounts of ussets und liabilities and disclosure of contingent assets und
ligbilities at the dute of the finuncial statements aund the reported amounts
of revenues, expenses und other chunges in het ussets during the reporting
period. Actuul results could differ from those estimutes.

Cash and Cash Equivalents

Cush und cush eyuivalents consist of bunk deposits in federdlly insured
accounts und money market funds. At December 31, 2001, the Trust’s cush
accounts exceeded federdlly insured limits by upproximately $7,004,000.

For purposes of the statement of cash flows, the Trust cohsiders highly liquid
investments with an original muturity of three months or less when purchased
to be cush eyuivalents.

Investments
Investments are carried at fuir value. Reulized uhd unredlized guins und
losses are reflected in the stutement of uctivities.
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Revenue and Expense Recognition
Revenues und expenses ure reported on the accruul method.

Federal Excise Tax

The Trust is u tux-exempt orgunization under Section 501(c)(3) of the Internul Revenue
Code (Code) und u privaute foundation under Section 509 of the Code. As u result, the
Trust has not provided for stute or federdl income taxes. The Trust is subject to u federal
excise tax of 1% or 2% on het investment income, us defined by the Code, and has
recorded excise tux liabilities in the financial stutements. Deferred federdl excise taxes
(benefits) result from the tax effects ussociated with unredlized uppreciution
(depreciation) on the Trust’s investments.

Equipment and Leasehold Improvements

Equipment, leusehold improvements and automobiles are curried at cost.
Depreciution is computed using the straight-line method bused upon the estimated
useful lives that range from three to ten yeurs.

Net Asset Classifications

The finuncial statements have been prepured in accordunce with Stutement of
Financial Accounting Standards (SFAS) No. 117, Financial Statements of Not-for-Profit
Organizations. SFAS No. 117 requires, amohy other things, that the financial statements
report the chunges in and total of euch of the het usset clusses, bused upon donor
restrictions, us upplicuble. Net ussets aure to be clussified us unrestricted, temporarily
restricted and permanently restricted.

All net ussets of the Trust ure uhrestricted und may be used ut the discretion of the
Trustees to support the Trust’s purposes und operations.

NOTE 3 — Federal Excise Taxes

Federdl excise tuxes ure provided at 1% in the stutement of uctivities for the periods
ended December 31, 2001 and 2000, included the following components:

Year Ending December 31 2001 2000
Current expense $ 59,005 $ 388,289
Deferred expense (benefit) (160,326) (327.,227)

Federul excise tux expehse (benefit) $ (101,321) $§ 61,062

Refundable and deferred excise tax benefits at December 31, 2001 und 2000, of
$160,997 und $38,766, respectively, ure included in other ussets.




NOTES TO FINANCIAL STATEMENTS

NOTE 4 — Invesiments
As of December 31, 2001 und 2000, the investments of the Trust included:

2001 2000

Market Amortized Market Amortized

Value Cost Value Cost

U. S. Government

Treusury securities $ 65,295,080 $ 65,247,238 $ 36,416,783 $ 36,000,129
Corporute bonds 43,121,900 43,019,545 60,616,170 60,806,878
Equity securities 135,215,974 132,554,246 149,448,742 146,364,050
Mutual funds 106,569,161 123,311,791 138,522,660 139,969,629
Other 7,759,035 7,952,038 6,055,150 6,009,896
$357,961,150 $372,084,858 $391,059,505 $389,150,582

NOTE 5 — Derivative Financial Instruments

The Trust employs five investment munagers to manage its portfolio. These munagers
are reyuired to follow the Trust’s investment policy with regards to investment risk

und yield. In connection with munager contracts, the Trust can invest in U.S. Treasury
futures contracts, fixed income options und mMoney market futures primarily fo
enhance the overdll yield of investments und to pluce its investment portfolio at

u certuin position on the yield curve. Credit loss exposure exists in the event of
nonperformance by the other parties, principdlly large brokerage firms, to

such instruments.

For derivutive instruments, net redlized guins of $1,485,361 for 2001 ure included in
investment income, of which a guin of $209,653 related to U.S. Treusury futures,
yuin of $626,117 reluted to fixed income options, und u yuin of $649,591 reluted
to money murket futures.

NOTE 6 — Operating Leases

The Trust hus entered into honcunceluble 10-year office spuce leuses in Indiunupolis,
Indiand, and Phoenix, Arizonha. Both leuses include provisions for inflationary rent
increuses und reqyuire the Trust to pay for its share of building operating costs

ubove the buse yeur umount. The Trust hus the option to extend euch leuse for

an additionadl five years beyond the expiration of the initial term. Rent expense

for spuce in Indiunupolis and Phoenix totaled $271,451 and $208,000 for the yeurs
ended December 31, 2001 und 2000.
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Future minimum rents to be puid under these leuses, excluding future escalation
for rents, redlizable taxes and building operating exjpenses, are:

2002 $ 293,364
2003 297,970
2004 311,107
2005 312,949
2006 318.476
Thereufter 1,039,613

Total $ 2,573,479

NOTE 7 — Employee Benefit Plans

The Trust muintains o wage deferral plan yuualified under Section 401(k) of the Internal
Revenue Code thut covers dll purticiputing employees. The Trust contributes matching
funds oh u dollar-for-dollar busis up to the first 4% of the employee’s discretionary
contribution. Trust contributions mude to the plun were $57,021 in 2001 und $45,635

in 2000.

The Trust dlso has u money purchuse defined-contribution plan, which is avdildble to
dll employees. Contributions are made to the plan based upon 7% of the employees’
wages. Trust contributions made to the plan were $92,392 in 2001 und $85,330 in 2000.

In December 2001, the mohey purchuse plan was amended to eliminate employer
conftributions effective Junhuary 1, 2002. All employee mMoney purchase plan ussets
will then be fransferred to the 401(k) plan in February 2002 und the money purchuse
plan will be terminated. The Trust plans fo continue making discretionary, hon-
contributory contributions to each employee’s 401(k) plun account bused upon

7% of that employee’s wuges.

NOTE 8 — Program Expenses

Totul expenses for the yeurs ending December 31, 2001 und 2000, were $22,369,820
and $24,032,900. Expenses reluted to the Trust’s philunthropy program for the years
ending December 31, 2001 und 2000, were $18,841,234 und $20,467 921, und
expenses for manugement und generadl und investment expenses were $3,528,586
and $3,564,979.

NOTE 9 — Grant and Scholarship Commitments
At December 31, 2001, grant and scholdrship commitments are expected to be
puid to yudlifying orgunizations us follows:

2002 $ 3,025,563
2003 1,179.807
2004 431,838
2005 143,500
2006 132,264

Total §4,912,972

For the yeur ended December 31, 2001, the totul amount of grant commitments for
the current und future yeurs wus $18,077,949. The discounted vulue of these grunts
at 8.5% wus $17,787,436.




