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™ v ottce se Oy ILLINOIS CHARITABLE ORGANIZATION ANNUAL REPORT Form AG990-IL

PMT # ;:} Attorney General LISA MADIGAN State of lllinois Revised 3/05
)] Charitable Trust Bureau, 100 West Randolph co# 01014576
11th Floor, Chicago, linois 60601 Check all items aftached:
AMT$ l [5 Report for the Fiscal Period: Copy of IRS Return
v Make Checks E] Audited Financial Statements
d@( Beginning 01/01/2006 Payableto [ Copy of Form IFC
INIT R g‘:alrlllt:‘ ois $15.00 Annual Report Filing Fee
& Ending 12/31/2006 Bureau Fund $100.00 Late Report Filing Fee
Federal ip# 36-3309812 MO DAY YR MO DAY YR
Are contributions to the organization tax deductible? ves [ Ino Date Organization was created: 04/24/1984
LEGAL Year-end
NAME THE HEARTLAND INSTITUTE amounts
MAIL A) ASSETS A)§ 567,701.
aDDRESs 19 SOUTH LA SALLE STREET, NO. 90 3 B) LIABILITIES B) $ 32,588.
oy, statTe CHICAGO, IL CYNETASSETS [C) § 535,113.
zipcope 60603
. SUMMARY OF ALL REVENUE ITEMS DURING THE YEAR: PERCENTAGE AMOUNT
D) PUBLIC SUPPQRT, CONTRIBUTIONS & PROGRAM SERVICE REV. (GROSS AMTS.) 97.5169 |D)$ 2,679,076.
E) GOVERNMENT GRANTS & MEMBERSHIP DUES 0.920% |E} S 25,279.
F) OTHER REVENUES 1.564% R $ 42,973.
G) TOTAL REVENUE, INCOME AND CONTRIBUTIONS RECEIVED (ADD D, EBEE CEIVEU 100% |6)8 2,747,328.
II. SUMMARY OF ALL EXPENDITURES DURING THE YEAR:
H) OPERATING CHARITABLE PROGRAM EXPENSE AUG 2 9 2007 62.459% |ms 2,746,949.
1) EDUCATION PROGRAM SERVICE EXPENSE Attorne General % (N $
Charitable Trust
J) TOTAL CHARITABLE PROGRAM SERVICE EXPENSE (ADD H &) 62.459% (s 2,746,949,
J1} JOINT COSTS ALLOCATED TO PROGRAM SERVICES (INCLUDED IN J): $
" K) GRANTS TO OTHER CHARITABLE ORGANIZATIONS 2 6.717% lvng  1,175,000.
L) TOTAL CHARITABLE PROGRAM SERVICE EXPENDITURE (ADD J & K) 89.176% (us 3,921,949,
M) MANAGEMENT AND GENERAL EXPENSE 4.003% [ms 176,064.
N) FUNDRAISING EXPENSE 6.821% (N8 299,987.
0

©) TOTAL EXPENDITURES THIS PERIOD (ADD L, M, & N)

. SUMMARY OF ALL PAID FUNDRAISER AND CONSULTANT ACTIVITIES
{Attach Attorney General Report of Individual Fundraising Campaign- Form 1FC. One for each PFR.}

A00% | 0) 3

PROFESSIONAL FUNDRAISERS:

P) TOTAL AMOUNT RAISED BY PAID PROFESSIONAL FUNDRAISERS 100% |PY§
() TOTAL FUNDRAISERS FEES AND EXPENSES 9w | §
R) NET RECEIVED BY THE CHARITY (P MINUS Q=R} %

PROFESSIONAL FUNDRAISING CONSULTANTS:
S} TOTAL AMOUNT PAID TO PROFESSIONAL FUNDRAISING CONSULTANTS

IV. COMPENSATION TO THE (3) HIGHEST PAID PERSONS DURING THE YEAR:
T} NAME, TITLE: JOSEPH L. BAST, PRESIDENT

I
UyNAME, TITLE: DIANE CAROL BAST, VICE PRESIDENT k3 80,833.
VINAME, TITLE; SEAN D PARNELL, V.P. —EXTERNAIL. AFFAIRS V) $ 82,051.
V. CHARITABLE PROGRAM DESCRIPTION: SHAZTASE PROCRAM (3 HIGHEST 8Y $ EXPENDED! List on back side of instructions
CODE

w DESCRIPTION: PUBLICATIONS-MAGAZINE, NEWSPAPERS, BOOK REPQORT |w)# 010
X} DESCRIPTION: POLICY BOT/ INTERNET-ELECTRONIC INFORMATION SERV [X)# 104
v} pescripTion: MEMBER SERVICES—EVENTS, SEMINARS, NEWSLETTER Y) # 011




]

IF THE ANSWER TO ANY OF THE FOLLOWING IS YES, ATTACH A DETAILED EXPLANATION: YES | NO

1. WAS THE ORGANIZATION THE SUBJECT OF ANY GOURT ACTION, FINE, PENALTY OR JUDGMENT?

2. HAS THE ORGANIZATION OR A CURRENT DIRECTOR, TRUSTEE, OFFICER OR EMPLOYEE THEREOF, EVER BEEN CONVICTED BY ANY
COURT OF ANY MISDEMEANOR INVOLVING THE MISUSE OR MISAPPROPRIATION OF FUNDS OR ANY FELONY?

3. DID THE ORGANIZATION MAKE A GRANT AWARD OR CONTRIBUTION TO ANY ORGANIZATION IN WHICH ANY OF ITS OFFICERS,
DIRECTORS OR TRUSTEES OWNS AN INTEREST; OR WAS IT A PARTY TO ANY TRANSACTION IN WHICH ANY OF ITS OFFICERS,
DIRECTORS OR TRUSTEES HAS A MATER!AL FINANCIAL INTEREST; OR DID ANY OFFIGER, DIRECTOR OR TRUSTEE RECEIVE
ANYTHING OF VALUE NOT REPORTED AS COMPENSATION? h

4. HAS THE ORGANIZATION INVESTED IN ANY CORPORATE STOCK IN WHICH ANY OFFICER, DIRECTOR OR TRUSTEE OWNS MORE
THAN 10% QF THE OUTSTANDING SHARES?

5. IS ANY PROPERTY OF THE CRGANIZATION HELD IN THE NAME CF OR COMMINGLED WITH THE PROPERTY OF ANY OTHER PERSON
OR ORGANIZATION?

6. DID THE ORGANIZATION USE THE SERVICES OF A PROFESSIONAL FUNDRAISER? (ATTAGCH FORM IFC)

7a. DID THE ORGANIZATION ALLOCATE THE COST OF ANY SOLIGITATION, MAILING, ADVERTISEMENT OR LITERATURE COSTS
BETWEEN PROGRAM SERVICE AND FUNDRAISING EXPENSES?

7b. IFYES®, ENTER (i} THE AGGREGATE AMOUNT OF THESE JOINT COSTS ; (i) THE AMOUNT
ALLOCATED TO PROGRAM SERVICES § ; (i) THE AMOUNT ALLOCATED TO MANAGEMENT AND
GEMERAL § ; AND (iv) THE AMOUNT ALLOCATED TO FUNDRAISING §

8. DID THE ORGANIZATION EXPEND TS RESTRICTED FUNDS FOR PURPOSES OTHER THAN RESTRICTED PURPOSES?

8. HAS THE ORGANIZATION EVER BEEN REFUSED REGISTRATION OR HAD ITS REGISTRATION OR TAX EXEMPTION SUSPENDED OR
REVOKED BY ANY GOVERNMENTAL AGENCY?

10. WAS THERE OR DO YOU HAVE ANY KNOWLEDGE OF ANY KICKBACK, BRIBE, OR ANY THEFT, DEFALCATION, MISAPPROPRIATION,
COMMINGLING OR MISUSE OF ORGANIZATIONAL FUNDS?

1. LIST THE NAME AND ADDRESS OF THE FINANCIAL INSTITUTIONS WHERE THE ORGANIZATION MAINTAINS ITS
THREE LARGEST ACCOUNTS:

THE NORTHERN TRUST COMPANY, LA SALLE ST, CHICAGO

12. NAME AND TELEPHONE NUMBER OF cONTACT PERSON: THE HEARTLAND INSTITUTE (312) 377-4000

ALL ATTACHMENTS MUST ACCOMPANY THIS REPORT - SEE INSTRUCTIONS

UNDER PENALTY OF PERJURY, i (WE) THE UNDERSIGNED DECLARE AND CERTIFY THAT | {WE) HAVE EXAMINED THIS ANNUAL REPORT AND THE ATTACHED
DOCUMENTS, INCLUDING ALL THE SCHEDULES AND STATEMENTS AND THE FACTS THEREIN STATED ARE TRUE AND COMPLETE AND FILED WITH THE
ILLINOIS ATTORNEY GENERAL FOR THE PURPOSE QF HAVING THE PEOPLE OF THE STATE OF ILLINGIS RELY THEREUPON. | HEREBY FURTHER AUTHORIZE AND
AGREE TO SUBMIT MYSELF AND THE REGISTRANT HEREBY TO THE JURISDICTION OF THE STATE OF |

BE SURE TO INCLUDE ALL FEES DUE.

1.) REPORTS ARE DUE WITHIN SIX
MONTHS OF YOUR FISCAL YEAR END.

2.) FOR FEES DUE SEE INSTRUCTIONS.

3.) REPORTS THAT ARE LATE OR
INCOMPLETE ARE SUBJECT TO A
$100.00 PENALTY.




: g 90 Return of Organization Exempt From Income Tax Y YT S
Form . Under section 501{t), 527, or 4947(a){1) of the Internal Revenue Code {except black lung 2 0 0 6
oe Lo e Tm;u benefit trust or private foundation) e
Intemat Revenus Service v P The organization may have to use a copy of this return to saiisfy stale reporting requirements. Hsaes
A Forthe 2006 calendar year, or tax year baginning and ending
B gggﬁk - :;:?;3 C Name of prganization D Employer identification number
Address | wTHE HEARTLAND INSTITUTE 36-3309812
Qﬁ'gn%e ‘g:' Number and street {or P.0. box if mail is not deliverad to strest address} Room/suite | E Telephone number
mital - lsooerell 9 SOUTH LA SALLE STREET 903 (312) 377-4000

st
Final — T07| Gity or town, state or country, and ZIP + 4

Aimended CHICAGO, IL 60603

F Accounting method: [:I Cash Accrual

{th
[ Bl b

{" lapplication @ Section §01(c)(3) organlzations and 4947(a)(1) nonexempt charitable trusts H and | are not applicable fo section 527 organizations.

] must attath a completed Schedule A (Farm 990 or 880-EZ).
G_Webshe: > WWW . HEARTLAND . ORG

Hia) Is this a group retum for affiliates? |:|Yes No
H{b) If "Yes," enter number of affiliates P» N/A

I Organization type cecxenyons P [X] 501(c) ( 3__) @ tnaertno [ 4947(a)(1) or [ 527 H(c) Are all afilates inciugea? N/A [_Ives [_Ino
K Check here B D if the organization is not a 509(2)(3) supporting organization and its gross H{d) Esl;ftmg'a fgﬁ:aiglfgﬁ,m filed by an or-
receipts are narmally not mora than $25,000. A retum Is not raquired, but if the orpanization ganization coversd by a group ruling? [:] Yes No
chooses to file a raturn, be sure 1o file a complete return. I Group Exemption Number N/A
M Check l:] if the organization is not required to attach
L Gross recaipts: Add lines 6b. 8b, 9b, and 10b to ling 12 P> 2,747,328. Sch. B {Form 990, 880-EZ, or 990-PF).
1 Revenue, Expenses, and Changes in Net Assets or Fund Balances
Contributions, gifts, grants, and similar amounts received:
a Gontributions to donor advised fuRdS ... 1a e
b Direct public suppott {(not included on N8 1) ..o 1b 2,491,809,
¢ Indirect public support (not included on ine 1) ... ..o 1t B
¢ Government contributions {grants) (not included on line 1a} ... ... 1d
e Total {2dd lines 1a through 1d) {cash § 2,491,809. noncash$ ... 2,491,809,
2 Program service revenue including government fees and contracts (from Part VH, fine 93) 187 r 267.
3 Membership dues and SSESSMANS ___..................oooovvvooeoerooooeooeeseesssssissss e sesreseeesseseasasisse e 25,279,
4 Interest on savings and temporary cash investments 42,973.
§  Dividends and interest from SBCUMMIES __._.....ocvirocoeeeiiecee e
B8 GIOSSTBIIS ..ot eie e s me e et e s
b Less: Tertal BXPENSES | . ... . ierrere e ien ety
o ¢ Net rental income or {loss). Subtract kine 6b from line 6a
g 7  Other investment income {desctibe
2| 8 a Gross amount from sales of assets other
= WO IVENEOTY oo
b Less: cost or other basis and sales expenses ...
¢ Gain or {loss) (attach schedule) ............... ...
o Net gain or {loss). Gombine ling 8c, columns (A) and (B}
@  Special events and actjvities (attach schedule). i any amount is from gaming, check
4 Gross fevenus {not including $ of contributions reporied on fine 1b) ... 9a
b Less: direct expenses other than fundraising expenses | .............ccccccoeceeeene gb
¢ Netincome or {loss) from special events. Subtract fine 9b fromline 9a . ... ... [
10 a Gross sales of inventory, less returns and allowances ... 10a B
b Less:cost of goods SOl ...............ocoereir e s 10b S
¢ Gross profit or (loss) from sales of inventery {attach schedule). Subtract fine 10b fromling 103 ... 10c
11 Other revenue {from PartVIL e 103} ... i se e oo 11
12 Total revenue. Add lines 1e, 2, 3. 4,5, 6¢,7, 8d, 9c, 10c, and 11 12 2,747,328.
o | 13 PTOGIAM SEViCES (fIOM D@ 44, COM (B)) ...t 13 3,921,949.
© | 14 Managsment and general {from line 44, column (C}) ... 14 176,064.
'l;: 15  Fundraising (from line 44, column (DY) ... 15 299,987,
& | 16 Payments to affiliates (attach schedule} ... e 16
17 Total expenses. Add lines 16 200 44, COMMN (A) ooooovoerpiosienecronenes 17 4,398,000.
| 18 Excess or (deficit) for the year. Subtract line 17 from line 12 18 <1,650,672.>
-;‘g 19 Net assets or fund balances at beginning of year {from line 73, cotumn (A} 19 2,185,785.
zg 20 Other changes in net assets or fund balances (aftach explanation) | e 20 0.
21 Netassats or fund batances at end of year. Combine fines 18,19,and 20 . .o 21 535,113.
Form 980 (2006)

- LHA For Privaty Act and Paperwork Reduction Act Notice, see the separate instructions.
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[
Form 990 (2006)

THE HEARTLAND INSTITUTE

36-3309812

Statement of
Functional Expenses

All organizations must complete column (A). Columns (B), (C}, and (D) are required for section 501(c)(3)
and {4) organizations and section 4847(a)(1) nonexempt charitabla trusts but optional for others.

Page 2

D e W o ®pogon | (@Mt | () Fncrdig
22a Grants paid from donor advised funds
{attach schedule) ...
{cash § 0 = noncash § 0 ]
if this amount includes foreigh grants, check here > D 222
22b Other grants and allocations (attach schedule
(cash $__ 1,175,000, noncash 0.
if this amount includes foreign grants, check here ’D 22b 1,175,000. 1,175,000.
23 Specific assistance to individuals (attach
schedule) ... 23
24 Bensfits paid to or for members (attach
schedule) ..o 24
25a Compensation of current officers, directors, kay
employees, etc. listed in Pat v-A STMT.. 1. |25a 100,833, 75,625. 15,125. 10,083.
b Compensation of former afficers, directors, key
employees, etc. listed in PatV-B ... 25b 0. 0. 0.
¢ Compensation and other distributions, net included
above, io disqualified persons (as defined under
section 4958(f)(1)) and persens described in
section 4858(C)(3NB) ..o S 250
26 Salaries and wages of employees not
included on lines 25a, b, and ¢ ................ 26 779,235. 596,282. 82,835. 100,118.
27 Pension plan contributions not included on
fnes 25a, b, andc ............oeeiiiiiennn 27
28 Employee benefits not included on lings
2B 2T e 28
29 Payroll taxes _ _......cocenninnnes. 29
30 Professional fundraisingfees ... |30
3 Accountingfees ... K]l
32 Legalfees ... ..o 32
33_SUPPIIES ._..ooooooooo s 33 38,451. 12,847. 23,386. 2,218.
38 Telophone ... 34 7,328, 6,159. 508. 661.
35 Postage and shipping ..o 35 439,365. 422,792. 1,305. 15,268.
86 OOCUPANGY oo 36 99,678. 76,752 . 9,968. 12,958.
37 Equipment rental and maintenance ... a7
38 Printing and publications ... 38 759,128. 738,330, 794. 20,004.
30 THBVEl oo 2 370,537. 276,827. 4,129. 89,581.
40 Conferences, conventions, and meetings ... |40
A1 Interest ... 4 2,133. 2,133.
42 Depreciation, depletion, etc. (attach schedulg) | 42 8,277. 8,277.
43 Other expenses not covered above (itemize):
a OTHER EXPENSES 43a 14,642, 14,084. 558.
b SUBCONTRACTOR, 43b
¢ WRITERS, EDITORS 43t 603,393. 527,251. 27,604. 48,538.
d 43d
8 43e
i 431
9 437
44 Tota! funclional expenses. Add lines 22a through
43g. (Organizations completing columns (B}~(D},
carry these totals to lines 13-15) ... ... aa| 4,398,000, 3,921,949. 176,064. 299,987.

Joint Costs. Check ¥ L __1 if you are following SOP 98-2.

Are any joint costs from a combined educational campaign and fundraising solicitation reported in (B} Program sarvices?

If "Yes " enter () the aggregate amount of these joint costs §

iily the amount allocated to Management and general §

N/A

N/A

: {if) the amount allocated to Program services §

> Jves [X]No
N/A
N/A

’

< and (lv) the amount allocated to Fundraising §

Form 990 (2006}
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. Form 990 (2006) THE HEARTLAND INSTITUTE 36-3309812 page3
| Statement of Program Service Accomplishments (See the instructions.)

Form 990 is available for public inspection and, for some people, serves as the primary or sole source of information about a particular organization.
How the public perceives an organization in such cases may be determined by the information presented on its retum. Therefore, please make sure the
retum is complste and accurate and fully describes, in Part |Il, the organization's programs and accomplishments.

What is the organization’s primary exempt purpose? > Program Service
RESEARCH & WRITING ON PUBLIC POLICY ISSUES Expenses
{Required for 501(c}(3)
All organizations must describe their exempt purpose achievements in a clear and concise manner. State the number of and (4) orgs., and
clients served, publications issued, etc. Discuss achievements that are not measurable. {Section 501(c}(3) and {4) 4947(a)(1) trusts; but
organizations and 4947(a)(1) nonexempt charitable trusts must also enter the amount of grants and allocations to others.) optional for others.)

a PUBLICATIONS - RESEARCH & WRITING ON PUBLIC POLICY ISSUES.
HEARTLAND PRODUCED FOUR NEWSLETTERS, FOUR MONTHLY NEWSPAPERS
TWO BOOKS AND ONE BOOKLET IN 2006.

{Grants and allocations ___ $ ) _If this amount includes foreign grants, checkhere  » [ 1| 2,070,797,

b INTERNET PROJECTS - HEARTLAND QOPERATED A FREE WEB-BASED
RESEARCH SERVICE TIN 2006 AND HAD AN EXTENSIVE INTERNET
PRESENCE.

(Grants and allocations $ ) _If this amount Includes foreign grants, check here  » [ 284,288,

¢ MEMBER SERVICES — SEMINARS AND EVENTS FOR HEARTLAND MEMBERS
AND THE PUBLIC, A MONTHLY MEMBERSHIP NEWSLETTER AND SIMILAR
ACTIVITIES.

) {Grants and allocations $ ) If this amount includes foreign grants, check here P D 295;872-

d SPEAKERS BUREAU - HEARTLAND OFFERS ITS SENIOR FELLOWS AND
. STAFF MEMBERS AS SPEAKERS FOR EVENTS HOSTED BY OTHER
ORGANIZATIONS. THE SPEAKERS BUREAU PRODUCED 80 SPEAKING
ENGAGEMENTS IN 2006.

{Grants and allocations $ ) _If this amount includes foreign grants, check here W L] 95,992.
@ Other program services (attach schedule) SEE STATEMENT 3

{Grants and allocations $ 1,150,000.) irthis amount includes foreign grants, check here P> ] 25,000,
f_Total of Program Service Expenses (should equal line 44, column (B), Program services) ... > 2,771,949,

Form 990 (2006)




0 {2006) THE HEARTLAND INSTITUTE 36-3309812 Paged
FPart 1V Balance Sheets (See the instnictions.)

Note: Where required, attached schedules and amounts within the description column (A} (B)
should be for end-of-year amounts only. Beginning of year End of year
45  Cash- nondinterestbearing . _................... 1,050,147.] 45 500,352.
46  Savings and temporary cash investments | 48
47 a Accountsreceivable ... : :
b Less: aliowance for doubtful accounts ... 121,791.| arc 8,468.
4B @ Pledges receivable . ... . ... 4Ba b
h Less: allowance for doubtful accounts ... 48h 48c
A0 Grants reCelVabIB ... et 49
50 a Receivables from current and former officers, directors, trustees, and
KEY BIMPIOYBBS ..o\ ooooiesiseeeeeteeeeeeeseea e eee s eeebess e r e e scas s s ee s 502
b Receivables from other disqualified persons (as defined under section
8 4958{f){1)) and persons described in section 4958(CYB)B) ... 50b
@ |51 a Other notes and loans receivable ... 512
< b Less: allowance for doubtful accounts ... §1b
52 Inventories forsale Oruse ... ...
53  Propaid expenses and deferred Charges ... _......coorvoccicceosonmernnszsisinsnnenn 27,103, 18,222.
54 a Invesiments - publicly-traded securities . _.............. »> D Cost [:| FMV 980 7 390.| 542
b Investments - other securities ..._...........cccceeeeeeenes > Jcost [_1rmv 5dh
55 2 Investments - land, buildings, and
equipment: basis ... 85a
h Less: accumulated depreciation ... 55h 55¢
86 Investments-other ... T TS UU RS TPOTPRPORPRR PPt
572 Land, buildings, and equipment: basis ......... 572 159,730. G
b tess: accumulated depreciation ... 57b 125,071. 41,243.| 57 34,659.
58  Other assets, including program-related investments
(describe p SECURITY DEPOSIT ) 6,000.] 58 6,000,
50 Total assets (must equal line 74). Add lines 45 through 58 .cc.oooooerrvcciens, 2,226,674.| 50 567,701.
' |80  Accounts payable and accrued expenses 40,889. 60 32,588.
61  Grants payable ... i1
» |5 Deferred reVENUE ... oot 62
S |63 Loans from officers, directors, trustees, and key employees __._..... 63
Z |64 a Tax-exernpt bond liabllities ............cccooomceoirerenne Bda
3 b Mortgages and other NOtes Payable ...................o.c.occoooeeeerrmssereroeoeeresresrece 64b
85  Ofher liabilities (describe P> } 65
B6__ Total liabilities. Add lines 60 throUGN 65 ....ccoooooooeeieennisiiicice 40,889, 32,588.
Organizations that follow SFAS 117, check here 4 and complete lines
° 67 through 69 and lines 73 and 74.
8 BT UNMeStCOd .. ..o 185,785, 535,113.
E 68  Temporarily restrictet | ..o 2,000,000. 0.
o |68 Permanently restricted ...
E Organizations that do not follow SFAS 117, check here » D and
w complete lines 70 through 74,
© 170 Capital stock, trust principal, or current funds ____........coeooreoemrceiennnns! A
g 71 Paid-in or capital surpius, or land, building, and equipment fund ...
< |72 Retained sarnings, endowment, accumulated income, or other funds ...
;6 73 Total net assets or fund batances. Add lines 67 through 69 or lines 70 through 72.
(Column {A) must equal ling 19 and column (B) mustequal line 21) ... 2,185,785. 535,113.
74  Total liabilities and net assets/fund batances. Add lines66and 73 . ... 2,226,674. 567,701,

Form 990 (2006)
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Form 990 {2006) THE HEARTLAND INSTITUTE _ 36-3309812 Page5
Reconciliation of Revenue per Audited Financial Statements With Revenue per Return (Ses the
instructions.)

2,747,328.

Total revenue, gains, and other support per audited financial statements
Amounts included on line a but not on Part |, line 12:
Net unrealized gains on investments
Donated services and use of facilities
Recoveries of prior year grants
Other (specify):
Add lines BT through B e e
C Sublractline Bfrom B @ . oo ot
d  Amounts included on Part |, fine 12, but not on line a:
1 investment expenses not included on Part |, line 6b
2 Other {specify):
AGAHNES BT BN G2 | ..ottt s et e eee oo e s oo eee e 0.

o B

L ]

0.
2,747,328,

Total revenue (Part | line 12). ADd liNeS € BNOd ..o e ansane e >iel| 2,747,328,
| Reconciliation of Expenses per Audited Financial Statements With Expenses per Return
Total expenses and losses per audited financial statements a; 4,398,000,
Amounts included on line a but not on Part |, line 17: :
Donated services and use of faclities ... b1
Prior year adjustments reported on Part |, ine 20
Losses reported on Part |, line 20
Other {specify): b4
Add lines b1 through b4 0.
t Subtract fine b from line a 4f398l’000'
d Amounts included on Pant |, line 17, but not on line a:
1 Investment expenses notincluded on Part |, line8b . . . d1
2 Other {specify): d2
Add lines d1 and d2

BN -

d 0.
el 4,398,000,
Current Officers, Directors, Trustees, and Key Employees (List each person who was an officer, director, trustee,

or key employes at any time during the year even if they were not compensated.) (See the Instructions.)

(B) Title and averags hours | (C) Gompensation [(D)Contributions taf  {E) Expense

(A) Name and address per week devoted to It not paid, enter | Seloysebeneflt [ 4ecqunt and
position ( B campensaten pens| Other allowances

100,803. 0. 0.

Form 990 (2006)
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", Form 990 (2006) THE HEARTLAND INSTITUTE 36-3309812 Page6

P Current Officers, Directors, Trustees, and Key Employees (continusd) Yes| No

753 Enter the total number of officers, directors, and trustees permitted to vote on organization business at board - S
MIBBHINGS .....vovevvoersaeiessetsces s eeets bt b e eee e eeoes e e ee e ee e e et eee e eee s es e s se s e eeee oo > 0

b Are any officers, directors, trustees, or key employees listed in Form 990, Part V-A, or highest compensated employees
listed in Scheduls A, Part |, or highest compensated professional and other independent contractors fisted in Schedule A,
Part |I-A or |I-B, related to each other through family or business relationships? If "Yes," attach a staternent that identifies
the individuals and explains the relationship(s)

¢ Do any officers, directors, trustees, or key employees listed in Form 990, Part V-A, or highest compensated employees
listed in Schedule A, Part |, or highest compensated professional and other independent contractors listed in Schedule A,
Part II-A or II-B, recelve compensation from any other organizations, whether tax exempt or taxable, that are related to the :
organization? See the instructions for the definition of “related organization.® 75¢ X

If "Yes," attach a statement that includes the information described in the instructions. : i
d_Does the organization have a written conflict of interest pelioy? ..o e, 75d X
1 Former Officers, Directors, Trustees, and Key Employees That Received Compensation or Other
Benefits (if any former officer, director, trustes, or key employee received compensation or other benefits (described below) during
the year, list that person below and enter the amount of compensation or other benefits in the appropriate column. Ses the instructions.)
(C) Compensation |{D) Contributions to|  (E) Expense

{A) Name and address {B) Loans and Advances (if not paid, emplayes beneflt | 50 nt ang
NONE enter -0-) campensaton pians| other allowances

: | Other Information (See the instructions.)
76 Did the organization make a change in its activities or methods of conducting activities? If "Yes," attach a detailed
stalement 0f 8aCh CRANGEE L. .. ettt ettt ee et e ettt re e e er e e erins
77 Were any changes made in the organizing or govemning documents but not reported to the IRST ..o,
If *Yes," attach a conformed copy of the changes. .
78 a Did the organization have unrelated business gross income of $1,000 or more during the year covered by this retumn? .
. b If*Yes,” hasitfiled atax retum on Form 890-Tforthis year? | e——————
79 Was there a liquidation, dissolution, termination, or substantial contraction during the year? If "Yes," attach a statement
80 a Is the organization related (other than by association with a statewide or nationwide organization) through common
rmembership, goveming bodies, trustees, officers, etc., to any other exempt or nonexempt organtzation? .

b If "Yes," enter the name of the organizationP N/A
and check whether it is D exempt ot D nonexsmpt
B1a Enter direct or indirect political expenditures. (See line 81 instructions) ... | 1a | 0 i
b_Did the organization file Form 1120-POL for this Year? ... e B1b X

Form 990 (2006)
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Form 990 (2006) THE HEARTLAND INSTITUTE 36-3309812 page?
Qther Information (continued) Yes| No
82 a Did the organization receive donated services or the use of materials, equipment, or facilities at no charge or at substantially
less than falr Tental VAIIET ... e a et e et e ee oo
b If "Yes,” you may indicate the value of these items here. Do not include this
amount as revenue In Part | or as an expense in Part I{.

X

(See instruclions in Part ML) ..o [ 82b | N/A
83 2 Did the organization comply with the public inspection requirements for returns and exemption applications? ._.................
b Did the organization comply with the disclosure requirements relating to quid pro que contributions? .
84 a Did the organization solicit any contributions or gifts that were not tax deduetible?
b If *Yes," did the organization include with every solicitation an express statement that such contributions or gifts wera not

10X BBAUCHIBIE? .........ooooo oo eseee s ee e eeeee oo oo 84b
85  501(c){4), (5), or (6) organizations. a Were substantially all dues nondeductible by members? 85a
b Did the organization make only in-house lobbying expenditures of $2,0000rless? ... . ... N B5h |
If "Yes® was answered 1o either 85a or 85b, do not complete B5c through 85h below unless the organization received a Sanb
waiver for proxy tax owed for the prior year.
¢ Dues, assessments, and similar amounts frommembers ... 85c N/A
d Section 162(e) lobbying and political expenditures ..................o 85 N/A
B Aggregate nondeductible amount of section 6033(e)(1)(A) dues notices ... 85e N/A
f Taxable amount of lobbying and political expenditures (line 85d less 85¢) ... 8s5f N/A :
g Does the organization elect to pay the section 8033(¢) tax on the amount on line 8567 ] N/A .. 851
h if section B033(e)({1){A) dues notices were sent, does the organization agree to add the amount on line 85f
to its reasonable estimate of dues allocable to nondeductible lobbying and political expenditures for the
fOlloWing taX YEAr? ............c.cooiiveeiiieroooceoseeeeere e eeeee s oeseseeseeee oo eeeeeeseee oo DB
86  507(c)(7) organizations. Enter: a Initiation fees and capital contributions included on
0@ 12 Lottt s et 86a N/A
b Gross receipts, included on line 12, for public use of club facilities ... ... . 86h N/A
87  501(c)(12) organizations. Enter: a Gross income from members or shareholders.__ 87a N/A
b Gross income from cther sources. {Do not net amounts due or paid to other sources
against amounts due or received fromthem.) ... 87h N/A
88 a At any time during the year, did the organization own a 50% or greater interest in a taxable corporation or partnership,
or an entity disregarded as separate from the organization under Regulations sections 301.7701-2 and 301.7701-37

If *YeS," COMPIEtS PAIt IX ... ... .ccoeiiieieee et ee e oo e e oo B8a X
b At any time during the year, did the organization, directly or indirectly, cwn a controlled entity within the meaning of
section S12(L}(13)7 I *Yes," complete Part Xl e e > | 88h X
89 a 501(c){3) organizations. Enter: Amount of tax imposed on the organization during the year under: S
section 4911 D> 0 . : section 4912 0 . : saction 4955 B

b 501(c)B) and 501(c}{4) organizatiors. Did the organization engage in any section 4958 excess bensfit
transaction during the year or did it become aware of an excess benefit transaction from a prior year?

if "Yes," attach a statement explaining each transaction ... e e,
¢ Enter: Amount of tax imposed on the organization managers or disqualified persons during the year under

sections 4912,4955,and 4958 ... >

Enter: Amount of tax on line 89c, above, reimbursed by the organization .. | 4

All organizations. At any time during the tax year, was the organization a party to a prohibited tax shelter transaction? ...
All organizations. Did the organization acquire a direct or indirect interest in any applicable insurance contract? ...
For supporting organizations and sponsoring organizations maintaining donor advised funds. Did the supporting organization,
or a fund maintained by a sponsoring organization, have excess business holdings at any time during the year? ...
90 a List the states with which a copy of this return is filed P IL

e == 0 o

b Number of employees employed in the pay period that includes March 12,2006 [ aop | 14
91a Thebooksareincare of » THE HEARTLAND INSTITUTE Talephoneno.» (312) 377-4000
Locatedat » 19 SOUTH LA SALLE STREET, #903, CHICAGO, IL ZIP+ 4 60603
b At any time during the calendar year, did the orpanization have an interest in or a signature or other authority over Yes| No
a financial account in a foreign country (such as a bank account, securitiss account, or cther financial account)? ... 91b | X
If *Yes,* enter the name of the foreign country P N/A g s
See the instructions for exceptions and filing requirements for Form TD F 80-22.1, Report of Foreign Bank

and Financial Accounts.

‘Form 990 (2006)
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PartVE| Other Information (continved) Yes| No
t At any time during the calendar year, did the crganization maintain an office outside of the United States? ! 91z X
If "Yes," enter the name of the foreign country M N/A
82  Section 4947{a)(1) nenexempt charitable trusts filing Form 990 in ieu of Form 1041- Check here ...........cveevueveeeeemeceeeeeeeeeeeeee > D

nrd nter the amount of tax-exempt interest received or accrued dunng thetaxyear ........................... » | 92 | N/ A
Analysis of Income-Producing Activities (See the instructions.)

NOFB: Enter gross amounts uniess otherwise (‘tl)nrelated business income :E:;tudad by section 512, 513, or 514 (E)
indicated. Business A (B) i Exciu- A (D) ' Related or exempt
93 Program service revenue: code moun Ston mourt function income
a PUBLICATIONS/RESEARCH 511110 61,260. 126,007.

p POLICY BOT/INTERNET
¢ PUBLICATIONS/RESEARCH
it SPEAKERS BUREAU
]
I Medicare/Medicaid payments ...
§ Fees and contracts from govemment agencies
94 Membership dues and assessments ... 25,279.
95 Interest on savings and temporary cash investments 42,973.
96 Dividends and interest from securities ...............
97 Net rental income or {loss) from real estate:
2 debtfinanced propenty .............cccooeeeviine e,
b not debt-financed property ...........ccooevevviivinn.
98 Net rental income or {loss) from personal property
99 Otherinvestmentincome . .................
100 Gainor (ldss) from sales of assets
other than inventery ...
101 Net income or (loss) from special events ...
102 Gross profit or (loss) from sales of inventory .
103 Other revenue:

a

b

4

d

e
104 Subtotal {add columns (B), (D), and (E}) ... 194,259.
105 Total (add fine 104, columns (B}, (D}, and (E)) 255,519.

Note: Line 105 plus ifne 1e, Part |, should equal the amount online 12, Part |
I il]. Relationship of Activities to the Accomplishment of Exempt Purposes (See the instructions.)

Line No. | Explain bow each activity for which income is reported in column (E) of Part VII contributed importantly to the accomplishment of the organization's

A 4 exempt purposes {other than by providing funds for such purposes).

93A PANNUAL FUNDRAISER & OTHER PUBLIC EVENTS EDUCATES ATTENDEES AS WELL AS
93B HEARTLAND DISSEMINATES ITS RESEARCH THRU PUBLICATIONS & PUBLIC EVENTS.
94 MEMBER DUES QUALIFY MEMBERS FOR FREE PUBLICATIONS & EVENT DISCOUNTS.
95 INTEREST IS EARNED INCIDENTAL TO FUNDRAISING & PROGRAM ACTIVITIES.
information Regarding Taxable Subsidiaries and Disregarded Entities (See the instructions.)

A
Name, address, anid)ElN of corporation, Peme‘:?téga of Nature(o?activities Totat(:::)come End-(uEf! par
partnershlp or disregarded entity ownership interest assefs
%
N/A %
%
Yo

%] Information Regarding Transfers Associated with Personal Benefit Contracts (See the instructions.)
(a) Dld the organization, during the yaar, raceive any funds, directly or indirectly, to pay premiumns on a personal benefit contract? .. |:| Yes D_(_J No

(b) Did the organization, during the year, pay premiums, directly or indiractly, on a personal benefit contract? I__:| Yes No
Note: If "Yes® to (b), file Form 8870 and Form 4720 (see instructions),

Form 990 (2006)
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Information Regarding Transfers To and From Controlied Entities. Complete only if the organization is a

controlling organization as defined in section 512(b)(13). N/A
Yes| No
106 Did the reporting organization make any transfers to a controlled entity as defined in section 512(b){13) of the Code? If "Yes,*
complete the scheadule below for each controlled entity.
(A (8) (c) (D)
Name, address, of each Eml"WB’ Description of Amount of
e ldentlfication
controlied entity Number transfer transfer

Y S

)

O

Totals £
Yes) No
107 Did the reporting organization receive any transfers from a controlled entity as defined in section 512(b)(13) of the Code? if "Yes,"
complete the schedule below for each controlled entity.
{A) (B) ©) (D)
Name, address, of each | nE“‘t"fl_UYE' Description of Amount of
controlled entity e,?u "'l%%,u" transfer transfer

a | e

o

¢ | o e

Totals

Yes| No

108 Did the organization have a binding written contract in effect on August 17, 20086, covering the interest, rents, royalties, and
annuities described in question 107 above?

Please
Sign
Here

Use Only




..
SCHEDULEA Organization Exempt Under Section 501(c)(3) OMS No. 15450047
(Form 990 or 980-EZ) (Except Private Foundation) and Section 501(a), 501(f), 501(k),

501(n), or 4947(2)(1) Nonexempt Charltable Trust 2 0 0 6
Supplementary Information-{See separate instructions.)

Department of the Treasury
interna) Revenue Service b MUST be completed by the above orpanizations and attached to their Form 890 or 990-E2
Name of the organization Employer identification number

THE HEARTLAND INSTITUTE ' 36 3305812

Compensation of the Five Highest Paid Employees Other Than Officers, Directors, and Trustees
{See page 2 of the instructions. List each one. If there are none, enter "None.")

@) Name andn:: ;r:;:“oéggtglogmployea Pald © gmfe}i%&?t%% rggurs (t) Compensation (d%:'g‘r’?: ti%‘;gfg":’:ggo acc‘:{f)ngtxa%ed" Siher
A compensation alowances
JOSEPH L. BAST ___ | PRESIDENT
900 EAST WILMETTE RD #124 PALATINE IL 40.00 100,833.
DIANE C. BAST ____ VICE PRESIDEN
900 EAST WILMETTE RD #124 PALATINE IL 40.00 80,833.
LATREECE VANKINSCOTT | PUBLISHER
5127 W GLADYS FLOOR 2 CHICAGO, IL 40.00 66,579.
SEAN D. PARNELL ____________ | VP—EXTERNAL AFFAIRS
1621 WHITEHALL CT. WHEELING IL 40.00 82,051.
RALPH W. CONNER ___ PUBLISHER
313 N 5TH MAYWOOD IL 60153 40.00 65,000.
Total number of other employees paid

OB $50,000 .. o > 0
Parl Compensation of the Five Highest Paid Independent Contractors for Profess:onal Ser\nces

{See page 2 of the instructions. List each one (whether individuals or firms). If there are none, enter "None.”}

(a) Name and address of each independent centractor paid more than $50,000 (b) Type of service {¢) Compensation

Total number of others receiving over

$50 000 for professional SBIVICES . ...
] Compensation of the Five Highest Paid Independent Contractors for Other Services

(List each contractor who performed services other than professional services, whether individuals or

firms. If there are none, enter "Nons." See page 2 of the instructions.)

(a) Name and address of each independant contractor paid more than $50,000 (b) Type of service {e) Compensation

Total number of other contractors receiving over
$50,000 for other services

- LHA For Paperwark Reduction Act Notice, see the Instructions for Form 990 and Form 990-EZ. Schedule A (Form 990 or 980-EZ) 2006
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Pape 2

Statements Ahout Activities {See page 2 of the instructions.)

Yes

No

1

3

4

During the year, has the organization atternpted to influence national, state, or locat legislation, inctuding any attempt to inftuence

pubiic ppinion on a legislative matter or referendum? If “Yes," enter the total expenses paid or incurred in connection with the

lobbying activities P § $ (Must squal amounts on line 38, Part VI-A, or
ling § of Part VI-B.)

Organizations that made an elaction under section 501{h) by filing Form 5768 must complate Part Vi-A. Other organizations

checking “Yes® must complete Part VI-B AND altach 2 statement giving a detailed description of the lobbying activities.

During the year, has the organization, eithar directly or indiractly, engaged in any of the following acts with any substantial contributors, -
trustees, directors, officers, creators, key employees, or members of their families, or with any taxable organization with which any such
person is affiliated as an officer, director, trustee, majority owner, or principal bengficiary? (If the answer to any question is "Yes,"
attach a detalled statement explaining the transactions.)

Sale, exchange, 07 [easing 0f PIOPBIYT ... . oottt
b Lending of money or other extension of credit? | .
¢ Furnishing of goods, services, or facilieS? ... e
d Payment of compensation (or payment or reimbursement of expanses f more than $1,000) 7 o e
8 Transfer of any Part Of 8 00ME OF 88888 e
a Did the organization make grants for scholarships, fellowships, student loans, efc.? (M "Yes," attach an explanation of how

the organization determines that recipients qualify Lo receive payments.) . e,
b Dd the organization have a section 403D} annulty plan for S emPOyBBS ? e,
¢ Did the organization raceive or hold an easement for conservation purposes, including easements to preserve open space,

the environment, historic land areas or historic structures? If "Yes,” altach a detailed SEEEIMBNY ..o,
d Did the organization provide credit counseling, debt management, cradit repair, or debt negotiation services? ...
2 Did the organization maintain any donor advised funds? If "Yes," compiete lines 4b through 4¢. If *No," complete lines 4f

11+ O O PO PO OO OO U SO P O OO oD PR PTU
b Did the organization make any taxable distrbutions Ender SeCton 40887 e
¢ Did the organization make a distribution to 2 donor, donar advisor, OF TBIRRET DEISOM? e e,
d Enter the total number of donor advised funds owned at the end of the tax year
g Enter the aggregate value of assets held in all donor advised funds owned at the end of the tax year
f Enter the total number of separate funds or accounts owned at the end of the year {excluding donor advised funds included on

line 4d) where donors have the right to provide advice on the distribution or investment of amounts in such funds oraccounts ... >
g Enter the aggregate value of assets in all funds or accounts included on line 4f atthe end of the taxyear ... W

2b

2

2d

2e

3a

3b

3c

34d

LE]

4h

4c

olo |o| |w|x|x  Ilbe  [selse  fna|beine|ne

Schedule A (Form 980 or 990-EZ) 2006
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Page 3

Reasoh for Non-Private Foundation Status (See pages 4 through 7 of the instructions.)

I cartity that the organization is not a private foundation because it is: (Pisase check only ONE applicable box.}

5 [ Achurch, convention of churches, or association of churches. Section 170(b) 1)(A)(i).
6 :| A school, Section 170{b) 1){A)(ii). (Also complete Part V.)
7 |:] A hospital or a cooperative hospital service arganization. Section 170(b){1)(A){if).
8 [ a federal, state, or local govemment or povemmental unit. Section 170(b)(1)(A)(v}.
9 [ Amedical research organization operated in conjunction with a hospita!l. Section 170(b}){1)(A}(iif). Enter the hospital's name, city,
and state D>
1 ] an organization operated for the benefit of a college or university owned or operated by a govemmental unit. Section 170{b){1){A)iv}.
(Also complete the Support Schedule in Part IV-A.)
1Ma L} an organization that normaily receives a substantial part of its support from a governmental unit or from the general public.
Saction 170{b)(1){A)(vi). {Also complete the Support Schedula in Part IV-A.)
11b D A community trust. Sectlon 170{b)(1){A)(vi}. (Also complste the Support Schedule in Part IV-A.)
12 An organization that normally racaives: (1) more than 33 1/3% of its support from contributions, membarship fees, and gross
receipts from activities related to its charitable, eic., functions - subject to certain exceptions, and {2) no mere than 33 1/3% of
its support frem gross investment income and unrelated business taxable income {less section 511 tax) from businesses acquired
by the organization after June 30, 1975. See saction 509{a)(2). (Also complete the Support Seheduls in Part IV-A.)
13 [:l An organization that is not controlled by any disqualified persons {other than foundation managers) and otherwise meets the requirements of section
500{2)(3). Check the box that describes the type of supporting organization:
£ vypel [ ypen J ¥ype Ili-Functionally Intagrated 1 Type I-Other
Provige the loliowing information about the supported organizations. {See page 7 of the instructions.)
(a) {b) () (d) (e)
Name(s) of supporied organization(s) Employer Type of prganization Is the supperted Amount of
identification (described in fines | organization listed in support
number (EIN) 5 through 12 above the supporting
or IRC section) nrganization’s
governing documents?
Yes No
TOMBL oo oot otereeaseeasatassioatasassteeLDet e oheeeeesiesaeEfheLsieritimirisisisitrereresioriiisiieteiiiiiiiiiieieieiiiisiiieiiaiiiensieteniimioen >

14 [ ] An organization organized and operated to test for public safety. Saction 509(a}(4). (See page 7 of the instructions.)

Schedute A (Form 990 or 998-EZ) 2006
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Schaduls A (Form 990 or 980-EZ) 2006 THE HEARTLAND INSTITUTE 36-3309812 Paged
: | Support Schedule (Complete only if you checked a box on line 10, 11, or 12.) Use cash method of accounting.

Note; You may use the worksheet in the instructions for converting from the accrual to the cash method of accounting.

Calendar year (or fiscal year
beginning in) ... | {a) 2005 (b) 2004 (c) 2003 {d} 2002 {e) Total

15 Gifts,.géar}tg.am{,coi}nabutions !
e Kapioggudeunusual | 5 542,948.] 1,753,416.] 1,546,170.] 1,254,137.] 6,796,671.
16 Membarship fees raceived ... 29,943, 33,196. 28,945. 28,516. 120,600.

17 Gross receipts from admissions,
merchandise sold or services
performed, or furnishing of
facilitias in any activity that is
related to the organization’s
chartable, etc., purpose .

18  Gross incoms from interest,
dividends, amounts received from
payments on securities loans (sec-
tion 512(a)(5)), rents, royalties, and
unrelated business taxable income
{less section 511 taxes) from
businesses acquired by the
organization after Juna 30, 1975 1,401. 2,819, 1,700. 177. 6,097.

19 Netincome from unrelated business

activities not included In fine 18 <113,680.b <93,628.p <92,239.p <59,213.p <358,760.>

20 Tax revenues levied for the
organization’s benefit and either
paid to it or expendad on its behalf

21 The value of services or facilities
fumnished to the organization by a
govemnmenta! unit without charge.
Do not include the value of services
or facilities generally funished to
the public without charge |

72 Other income. Attach a schedule. SEE STATEMENT 5

DSy inclade gain 0 loss) from 15,000. 15,000.
23 Total of lines 15 through 22 2,407,203./ 1,922,783.] 1,800,602,] 1,552,76%9.] 7,683,357,
24 Line 23 minus line 17 2,160,612.] 1,710,803.] 1,484,576.] 1,223,617.] 6,579,608

25 Enter1%oflne23 . .. ... 24,072. 19,228. 18,006. 15,528.

26 QOrganizations described on lines 10 or 11: @ Enter 2% of amountin column (8), line 24 . .. ...,
b Prapare a list for your records to show the name of and amount contributed by each person (other than a govemmental

unit or publicly supported organization) whose tofal gifts for 2002 through 2005 exceeded the amount Shown in fine 26a. S

Do not file this list with your return. Enter the total of all these excess amounts P | 26b N/A

t Total support for section 509({a)(1) test: Enter ine 24, cOlUMIN (8} . e

d Add: Amounts from column {g) for lines: 18

246,591. 211,980. 316,026. 329,152. 1,103,749.

22 26b . e
e Public support (line 26¢ MInus N8 260 L01AI) ... ...ttt eee e s st sttt P | 26e N/A
f__Public support percentage (}ine 268 (numerator) divided by ling 26c (denominator)) ..o P | 26 N/A

27  Organizations described on line 12: a For amounts included in lines 15, 16, and 17 that were recelved from a "disqualified person,” prepars a list for your
records to show the name of, and total amounts received in each year from, each "disquaiifisd person.” Do not file this list with your return. Enter the sum of

such amounts for each year:

(2005) ........ 2,869,522, (2004) ... 349,633, (2003) ... 309,392, (2002) ... 239,381..
b For any amount included in ling 17 that was received from sach person (other than "disqualified parsons®), prepare a list for your records to show the name of,

and amount recaived for each year, that was more than the targer of (1) the amount on line 25 for the year or {2) $5,000. (Include in the list organizations

described in inas 5 through 11b, as wel as individuals.) Do not file this list with your retyrn. After computing the difference between the amount received and

the larger amount described in (1} or (2), enter the sum of these differences (the excess amounts) for each year.

(2008) .o.oovooeseeee Q. (2004) 0. (2003 i 0. (2002 ... 0.
¢ Add: Amounts from column (e} for lines: 15 6,796,671. 16 120,600,
17__1,103,749. 2 21 _p|eze | 8,021,020.
d Add: Line 27atotal . 3,767,928, and line 27b total 0. . »|em 3,767,928.
e Public support (line 27c total minusdine 27d 100a1) .. e ma e e e 0
f Total support for section 509(a){2) test: Enter amount on line 23, column (e} ... > | 27 | :
g Public support percentage (line 27e (numerator) divided by line 27f {denominator)} .. ... 27y

h_Investment income percentage {line 18, column (e} {numerator} divided by line 27 {denominator)} ......... P 270

28 Unusual Grants: For an organization described in line 10, 11, or 12 that received any unusual grants during 2002 through 2005, prepare a list for your racords to
show, for each year, the name of the contributor, the date and amount of the grant, and a brief description of the nature of the grant. Do not file this list with your

return. Do not include these grants in ling 15.

NONE Schedule A (Form 990 or 990-E2) 2006




Schedule A (Form 990 or 990-EZ) 2006 THE HEARTLAND INSTITUTE 36-3309812 Pages
Private School Questionnaire (See page 9 of the instructions.) N/A
(To be completed ONLY by schools that checked the box on line 6 in Part IV)

- ) L ) . Yes| N
20 Does the organization have a racially nondiscriminatory policy toward students by statement in its charter, bylaws, other goveming e 0

instrumant, or in a resohtion of s GOVEIMING DOBY? . .....cocoiieeiereeisies e ets e s s ee s ess e er s st
30 Does the organization include a statement of its racially nondiscriminatory pelicy toward students in all its brochures, catalogues,

and other written communications with the public dealing with student admissions, programs, and scholarships? ...
31 Has the organization publicized fts racially nondiscriminatory policy through newspaper or broadcast media during the period of

solicitation for studsnts, or during the registration period if it has no solicitation program, in a way that makes the policy known

1o all parts of the general COMMUNITY B SBIVES? | ... . oo oo e e s

i *Yes,' please describe; if "No,” please explain. (If you need mora space, attach a separate statement.)

32  Does the organization maintain the following:
a Records indicating the racial composition of the student body, tacutty, and administrative staff?
b Records decumenting that scholarships and cther financial assistance are awarded on a racially nondiscriminatory basis? ...
¢ Copies of all catalogues, brochures, announcements, and other written communications to the public dealing with student
admissions, programs, and SCROIESAIIS? ... . ..o eeisciuscssereeeee e eeeeecmemeesb b e ene 32¢
d Coples of all material used by the organization of on its behalf to solict CORtFbUONS? ... 3z2d
If you answered “No" to any of the above, please explain. (If you need more space, attach a separate statement.) "

33 Does the organization discriminate by race in any way with respact to: 3
Students’ rights or privileges? ' 33a

a
B AGMISSIONS POTCIBST o oo tiierssoeeeeeeeee et eeeeees st asesnssssessesessasssmssnsambre et sseememremessmasssam s rn s en e mane s s 33b
¢ Employment of faculty or administrative staff? 33c
d Scholarships or other financial assistance? 33d
@ Educational pollcies? ..........ooooovoeeecierne 33e
t Use of facilities? ... 331
D ATIBHIC PIOOTAMIST | ittt et eb e b b e LR LA E LSS 33g
N OtRer XrACUI UL BOIVHIES ? L. o o ieeiivt oot erteseeues s ese e essreesaesenr v s e ameresie s e e e s e seehe e b TR

If you answared "Yes" to any of the above, please explain. (If you need more space, altach a separate statemant.)
34 a Doss the organization receive any financial aid or assistance from a governmental agency? 34a

| 34b

b Has the organization's right te such 2id ever been revoked or SUSPRNABA? et eie et e e e e ba e e s

If you answered "Yes" to eithar 34a or b, please explain using an attached statement.
35  Does the organization certify that it has complisd with the applicable requirements of sections 4.01 through 4,05 of Rev. Proc. 75-50,

1975-2 C.B. 587, covering raclal nondisgrimination? If "No," attach an explanation . ........................;occeeiis 35
Schedule A (Form 990 or 990-EZ) 2008
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Page 6

{To be completed ONLY by an eligible organization that filed Form 5768)

Lobbying Expenditures by Electing Public Charities (See page 10 of the instructions.)

N/A

Check ™ a [:i if the organization belongs to an affiliated group.

Check P b D if you checked "a" and “limited control® provisions apply.

Limits on Lobbying Expenditures
{The term “expenditures’ means amounts paid or ingurred.)

(a)
Affiliated group
fotals

{b)
To be completed for all
electing organizations

36
a7
33
39
av
4

42
43
44

Total lobbying expenditures to influence publfic opinion (grassroots lobbying) ...........c.ocovvevii

N/A

Total lobbying expenditures to influence a legislative body (direct lobbying) ...l

Total lobbying expenditures (add lnes 36 and 37 . . .

Othar exempt pUrPOse BXPBNOIUIBS . e e

Total exempt purpose expenditures (add lines 3Band 39) .

Lobbying nontaxable amount. Enter the amount from the following table -

Ifthe amount on line 40 is - The lobbying nantaxable amount is -

20% of the amount on line 40

Owver $500,000 but not over $1,000,000 ,_,.........
Over $1,000,000 but not over $1,500,000 $175,000 pius 10% of the excess over $1,000,000 ..

Over $1,500,000 but not over $17,000,000 .. ....... $225,000 plus 5% of the excess over $1,500000 ..

Over $17,000000 ... $1000,000 ..ot e

Grassroots nontaxable amount {enter 25% of line d1) ... ...
Subtract line 42 from line 36. Enter -0~ if line 42 is more than lina 36 __

Subtract line 41 from line 38. Enter -0- if line 41 is more than line 38

Caution: /f there is an amount on either fine 43 or line 44, you must file Form 4720.

4-Year Averaging Period Under Section 501(h)

below. See the instructions for lines 45 through 50 on page 13 of the instructions.)

(Some organizations that made a section 501(h) election do not have to complets all of the five columns

Lobbying Expenditures During 4-Year Averaging Period

N/A

Calendar year (or

(a)

(b)

(&) -

fiscal year beglnning in) >

2006 2005 2004

(d)
2003

{e)
Total

45

Lebbying nontaxable
amount

46

Lobbying ceiling amount

{150% of ling 45(e)}.........

47

Total lobbying
expendifures ..................

48

49

Grassroots nontaxable
amount

Grassroots ceiling amount

(150% of ling 48(e})) .........

- 50

Grassroots lobbying

expenditures ... ...
3 Lobbying Activity by Nonelecting Public Charities

(For reporting only by organizations that did not complete Part VI-A) (See page 13 of the instructions.}

N/A

During the year, did the organization attempt to influence national, state or local legislation, including any attempt to
influence public opinion on 2 legislative matter or referendum, through the use of:

Yes

Ampunt

_— T e oo O

VOIUDIBOTS .. ittt ettt e et e et e et e e e e e e s em e e e e emseamrasssannsasaessemasearna s e ernsnrenseaeean
Paid staff or management (Include compensation in expenses reported on lines ¢ through h.) . ...
Media adVerlISBMENTS |, ... ... e eiec e e e se s et er e s e et enesee et e ee et eeaesen e s

Mailings to members, lagislators, or the public
Publications, or published or broadcast statements

Direct contact with legislators, their staffs, government officials, ora legislative body ... ...,
Rallies, demonstrations, seminars, conventions, speeches, lectures, or any other means ...

Total lobbying expenditures (Add lines & through B ) e
_ If*Yes" to any of the above, also attach a statement giving a detailed description of the lobbying activities.

Grants to other organizations for HobbYiNg DUIDOSES L e oo e ee e ee et ee e

Schedule A (Form 990 or 990-EZ) 2005




" Schedule A (Form 990 or 990-E7) 2006 THE HEARTLAND INSTITUTE 36—3309812 Page7
; | Information Regarding Transfers To and Transactions and Relationships With Noncharitable
Exempt Organizations (Ses page 13 of the instructions.)
51 Did the reporting organization directly or indirectly engage in any of the following with any other organization described in saction
501(c) of the Code {other than section 501(c)(3) organizations) or in section 527, relating to political organizations?

a Transfers from the reporting organization to 2 noncharitable exernpt organization of: Yes | No
(I GBI ettt oot ee et et ee et ee e et s et n e e e e 51a(i) X
(H) OHDBRASSEIS | ittt ettt ae e e e e et e e e e e oo e ee e e e afi) X
b Other transactions:
{I) Sales or exchanges of assets with a noncharitable exempt organization ... b(i) X
(Il Purchases of assets from a noncharitable exempt organization | e bil) X
{ili) Rental of facilities, equipment, or other asSels e biii) X
(iv) Reimbursement arangeMeNts ... ... e, biv) X
(v) Loans orloan QUaramtBes ..., biv) X
(vi) Performance of services or membership or fundraising solicitations . b{vi) X
t Sharing of facilities, equipment, mailing lists, other assets, or paid employess ] X
d Ifthe answer to any of the above is "Yes,” complete the following schedule. Golumn (b) should always show the fair market value of the
goods, other assets, or services given by the reporting organization. If the organization racefved less than fair market value in any
transaction or sharing arrangement, show in column (d) the value of the goods, other assets, or sarvices received: N/A
(@ | () (c) (d) _
Line no. Amount invotved Name of noncharitable exampt organization Description of transfers, transactions, and sharing arrangements
52 a Is the organization directly or indirectly affiliated with, or related to, one or more tax-exempt organizations described in section 501(c) of the
Goda {other than section 501(CH3Y) 0rin S8CtON 5277 ... ....oiii e » [ ves No
b W *Yes,' complata the following schedule: N/A
{a) (b} L
Name of organization Type of organization Description of relationship

Schedule A (Form 990 or 990-EZ) 2006




THE HEARTLAND INSTITUTE

36-3309812

FORM 990 OFFICER COMPENSATION ALLOCATION
' PART II, LINE 25A

STATEMENT 1

EMPLOYEE EXPENSE

NaME OF OFFICER, ETC. COMPENSATION BEN. PLANS ACCOUNTS TOTALS

JOSEPH BAST 100,803. 100,803.
A. PROGRAM SERVICES k75,603. 75,603.
B. MANAGEMENT AND GENERAL 15,120. 15,120.
C. FUNDRAISING 10,080. 10,080.
TOTAL PROGRAM SERVICES 75,603.
TOTAL MANAGEMENT AND GENERAL 15,120.
TOTAL FUNDRAISING 10,080.
TOTAL OFFICER, ETC., COMPENSATION INCLUDED ON PART II, LINE 25A .. 100,803.

STATEMENT (S) 1




THE HEARTLAND INSTITUTE 36-3309812

-———ﬁ

FORM 990 CASH GRANTS AND ALLOCATIONS STATEMENT 2
TO OTHERS

CLASS OF ACTIVITY/DONEE'’S NAME AND ADDRESS AMOUNT

SCHOOL REFORM ' 25,000.

FREE ENTERPRISE EDUCATION INSTITUTE
12309 BRIARBUSH LANE
POTOMAC, MD 20854

ENVIRONMENT & CLIMATE _ 250,000.
MOVING PICTURE INSTITUTE

260 WEST 54TH STREET, #15G

NEW YORK, NY 10019

HEALTH CARE 25,000.
AFRICA FIGHTING MALARIA

2600 PENNSYLVANIA AVE., NW #7A

WASHINGTON D.C. 20037

SCHOOL REFORM 500,000.
SHIMER COLLEGE .

414 NORTH SHERIDAN ROAD

WAUKEGAN, IL 60085

SCHOOL REFORM 100,000.
TEXAS PUBLIC POLICY FOUNDATION

900 CONGRESS AVE., SUITE 400

AUSTIN, TX 78701

BUDGET & TAX REFORM 50,000.
EVERGREEN FREEDOM FOUNDATION

P.0O. BOX 552

OLYMPIA, WASHINGTON 98507

BUDGET & TAX REFORM 50,000.

AMERICANS FOR PROSPERITY FOUNDATION

BUDGET & TAX REFORM 50,000.
JAMES MADISON INSTITUTE

P.0O. BOX 13894

TALLAHASSEE, FL 32317

BUDGET & TAX REFORM 50,000.
MAINE HERITAGE POLICY CENTER

P.O. BOX 7829

POTRTLAND, ME 04112

STATEMENT (S) 2




THE ‘HEARTLAND INSTITUTE

36-3309812

BUDGET & TAX REFORM 40,000.

ALABAMA POLICY INSTITUTE

402 OFFICE PARK DRIVE, SUITE 300

BIRMINGHAM, AL 35223

BUDGET & TAX REFORM 10,000.

SOUTH CAROLINA POLICY COUNCIL

1323 PENDLETON STREET

COLUMBIA, SC 29201

BUDGET & TAX REFORM 25,000.

KANSAS TAXPAYERS NETWORK

TOTAL INCLUDED ON FORM 990, PART II, LINE 22B 1,175,000.

FORM 990 OTHER PROGRAM SERVICES STATEMENT 3
GRANTS AND

DESCRIPTION OF OTHER PROGRAM SERVICES ALLOCATIONS EXPENSES

UNRESTRICTED GRANTS TO OTHER 501C(3) WITH

MISSIONS IN LINE WITH HEARTLAND

INSTITUTE. 1,150,000. 25,000.

TOTAL TO FORM 990, PART III, LINE E

STATEMENT (S) 2,

1,150,000. 25,000.

3




THE" HEARTLAND INSTITUTE 36-3309812

STATEMENT 4

FORM 9S50 PART V-A - LIST OF CURRENT OFFICERS, DIRECTORS,

TRUSTEES AND KEY EMPLOYEES

EMPLOYEE
TITLE AND COMPEN- BEN PLAN EXPENSE
NAME AND ADDRESS AVRG HRS/WK SATION CONTRIB ACCOUNT

JOSEPH BAST PRESIDENT
600 EAST WILMETTE ROAD #124 40.00 100,803. 0. 0.

PALATINE, IL 60074

ROBERT BUFORD DIRECTOR

1333 N. KINGSBURY AVENUE #301 0.00 0. 0. 0.
CHICAGO, IL 60622

PAUL FISHER HEAD OF REAL ESTATE

77 WEST WACKER DRIVE, SUITE 4400 0.00 0. 0. 0.
CHICAGO, IL 60601

JAMES FITZGERALD MANAGING DIRECTOR

1629 COLONIAL PARKWAY 0.00 0. 0. 0.
INVERNESS, IL 60067

DAN HALES ATTORNEY

711 OAK STREET, SUITE 102 0.00 0. 0. 0.
WINNETKA, IL 60093

WILLIAM HIGGINSON DIRECTOR

990 NORTH LAKE SHORE DRIVE #11B 0.00 0. 0. 0.
CHICAGO, IL 60611

JAMES JOHNSTON DIRECTOR

2143 CHESTNUT AVENUE 0.00 0. 0. 0.
WILMETTE, IL 60091

ROY MARDEN DIRECTOR

330 EAST 46TH STREET, SUITE 4J 0.00 0. 0. 0.
NEW YORK, NY 10017

DAVID PADDEN DIRECTOR

100 WEST MONROE, SUITE 706 0.00 0. 0. 0.
CHICAGO, IL 60603

FRANK RESNIK DIRECTOR

175 EAST DELAWARE PLACE 0.00 0. 0. G.
CHICAGO, IL 60611

ELIZABETH ROSE DIRECTOR

2110 GUY STREET ¢.00 0. 0. 0.

SAN DIEGO, CA 92103-1539

STATEMENT(S) 4



.TﬁE HEARTLAND INSTITUTE 36-3309812

HERBERT WALBERG CHATRMAN
180 EAST PEARSON STREET, SUITE
3607 0.00 0. 0. 0.
CHICAGO, IL 60611
RAJEEV BAL DIRECTOR
501 WEST MICHIGAN 0.00 0. 0. 0.
MILWAUKEE, WI 53201-3050
THOMAS WALTON DIRECTOR
300 RENAISSANCE CENTER, MC

' 0.00 0. 0. 0.
DETROIT, MI 48265-3000
BIJU GEORGE KULATHAKAL DIRECTOR
211 EAST OHIO, # 603 0.00 0. 0. 0.
CHICAGO, IL 60611
TOTALS INCLUDED ON FORM 990, PART V-A 100,803. 0. 0.
SCHEDULE A OTHER INCOME STATEMENT 5
- 2005 2004 2003 2002
DESCRIPTION AMOUNT AMOUNT AMOUNT AMOUNT
LAPSED TIME RESTRICTTIONS 0. 15,000. 0. 0.

TOTAL TO SCHEDULE A, LINE 22 0. 15,000. 0. 0.

STATEMENT (S) 4, 5
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JAMES F. SEXTON AND ASSOCIATES, LTD.

CERTIFIED PUBLIC ACCOUNTANTS
Woodfield Lake Office Court
941 Plum Grove Road, Suite A
Schaumburg, Hinois 60173
www.mycpacfo.com

(847) 605-0700
Fax (847) 605-0705

June 14, 2007

To The Board of Directors
The Heartland Institute

We have audited the accompanying statement of financial position of The Heartland Institute
(a nonprofit organization) as of December 31, 2006 and the related statements of activities,
functional expenses, and cash flows for the year then ended. These financial statements are
the responsibility of the organization’s management. Our responsibility is to express an
opinion on these financial statements based on our audit.

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 financial statements are free of material misstatements. An audit includes
examining on a test basis evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of The Heartland Institute as of December 31, 2006, and the
changes 1n its net assets and its cash flows for the year then ended in conformity with U.S.
generally accepted accounting principles.

AMES F. SEXTON & ASSOC., LTD.
CERTIFIED PUBLIC ACCOUNTANTS

MEMBER OF AMERICAN INSTITUTE OF CPAs AND ILLINOIS CPA SOCIETY




The Heartland Institute
Statement of Financial Position
December 31, 2006

ASSETS
CURRENT ASSETS
Cash and Cash Equivalents 500,351
Accounts & Pledges Receivable 8,468
Prepaid Expense 18,222
Total Current Assets 527,042
FIXED ASSETS
Office Furniture 16,764
Office Equipment 127,517
Leasehold Improvements ' 15,449
Less: Accumulated Depreciation (125,071)
Net Equipment S 34,659
OTHER ASSETS
Deposits 6,000
Total Other Assets 6,000
TOTAL ASSETS 567,701

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts Payable 32,588
Total Current Liabilities 32,588

NET ASSETS .
Unrestricted 535,113
Temporarily Restricted 0
Total Net Assets 535,113

TOTAL LIABILITIES AND NET ASSETS 367,701

See Notes to Financial Statements




The Heartland Institute
Statement of Activities
Year Ended December 31, 2006

CHANGES IN UNRESTRICTED NET ASSETS:

Contributions 2,491,809
Publications/Research 17,510
Advertising 43,750
Memberships 25,279
Fund Raising 126,007
Interest Income 42,973
TOTAL 2,747,328

NET ASSETS RELEASED FROM RESTRICTIONS:
Satisfaction of Purpose Restrictions 2,000,000

TOTAL UNRESTRICTED REVENUE, GAINS AND

OTHER SUPPORT 4,747,328
EXPENSES
Program 3,621,950
Management and General 176,064
Fund Raising 299,986
TOTAL EXPENSES 4,398,000

INCREASE (DECREASE) IN UNRESTRICTED
NET ASSETS 349,328

CHANGES IN TEMPORARILY RESRICTED ASSETS:

Satisfaction of Purpose Restrictions (2,000,000)

Decrease of Temporarily Restricted Assets (2,000,000)
CHANGE IN NET ASSETS (RESTRICTED) (2,000,000)
NET ASSETS, BEGINNING OF YEAR (UNRESTRICTED) 185,785
NET ASSETS, END OF YEAR (UNRESTRICTED) 535,113

See Notes to Financial Statements
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The Heartland Institute
Statement of Functional Expenses
Year Ended December 31, 2006

Description Grants-  Program Mont Fund- TOTAL
Other | Publications| Member | Intemet | Speaker | &Gen'l | raising

Salaries, Wages, and Benefits $355610| $65986] $02858( $17453| $97.960| $110,201 $880,068
Printing and Publications 733,944 873 1,825 1,688 79| 20004 759,128
Mailing 412,329 1,215 2540 6,708 1,305 15,268 439,365
Office and Cooupancy 40868] 10964] 229%6| 194 9968 12958 90,678
Supplies and Equipment Lease 6,998 1,654 3,894 301 23,386 2218 38,451
Travel, Exhibiting, Everts 67,735 184,620 24472 4129 89,581 370,537
Senvices and Professioral Fees $25,000 437,442 46834 | 42975) 27604 48538 628,38 |
Other Expenses 13,784 00 558 14,642
Depredation 8277 8,277
Interest 2133 2133].
Telephone 2,087 560 3411 101 508 661 7,328
Grants 1,150,000 1,150,000
TOTAL $1,175000 | $2,070,797 | $295872| $284,288| $95992| $176,064 | $299,987 | $4,398,000
Percentage of Total 26.72% 47.08% 6.73%  646%  218% 4.00% 6.82% 100.00%




The Heartland Institute
Statement of Cash Flows
Year Ended December 31, 2006

Cash Flows From (Used By) Operating Activities:

Change In Net Assets 349,328
Adjustments to reconcile change in net assets to net cash

used for operating activities

Depreciation 8,277

(Increase) decrease in accounts receivable 113,683

(Increase) decrease in prepaid publications 8,381

Increase (decrease) in accounts payable (8,302)

(Increase) decrease in investments 980,390

Release of temporary restricted assets (2,000,000) ‘
Net cash provided (used) by Operating Activities (547,743)

Cash Flows From (used by) Investing Activities

Purchase of property and equipment (2,054)
Net cash provided (used) by investing activities (2,054)
Net increase (decrease) in cash (549,797)
Cash - Beginning Balance 1,050,148
Cash - Ending Balance 500,351

Amounts included in operating activities above:
Amounts of interest paid 2,134

See Notes to Financial Statements




The Heartland Institute
Statement of Functional Expenses
Year Ended December 31, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Heartland Institute is a nonprofit corporation organized exclusively for charitable and educational
purposes. Its main purpose is to inform and educate the public on research of past and existing public policies
and the effects and results of those policies and free market or private sector alternatives.

METHOD OF ACCOUNTING

The Organization maintains its records on the accrual basis in accordance with U.S. generally accepted
accounting principles.

BASIS OF PRESENTATION

Financial statement presentation follows the recommendations of the Financial Accounting Standards
in its Statement of Financial Accounting Standards (SFAS) No. 117, Financial Statements of Non-for-
Profit Organizations. Under SFAS No. 117, the Organization is required to report information
regarding its financial position and activities according to three classes of net assets: unrestricted net
assets, temporarily restricted net assets, and permanently restricted net assets.

ESTIMATES

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires the use of management's estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

CASH AND EQUIVALENTS

The Organization considers all highly liquid investments with maturity of three months or less when
purchased to be cash equivalents. Cash and cash equivalents for purposes of the statement of cash
flows exclude permanently restricted cash and cash equivalents.

FUNCTIONAL EXPENSE REPORTING

The cost of providing program and supporting services has been summarized by function, based on
estimates developed by management,

ACCOUNTS & PLEDGES RECEIVABLE

Accounts receivable are stated at the amount management expects to collect from outstanding balances
and pledges. Management provides for probable uncollectible amounts through a provision for bad
debt expense based on its assessment of the current status of individual receivables. Balances that are
still outstanding after management has used reasonable collection efforts are written off to bad debt
expense. There were approximately $2,300 in bad debts for 2006.

DONATIONS

Donations received in property other than cash are recorded at their fair market value on the date of the
gift. Donations in property whose fair market values are not objectively determinable are omitted from
the financial statement in accordance with generally accepted accounting standards.




The Heartland Institute
Statement of Functional Expenses
Year Ended December 31, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

- DEPRECIATION
Fixed assets are recorded at cost {or fair market value on the date of donation). Management follows
the practice of capitalizing all expenditures for property, furniture, fixtures and office equipment in
excess of $500. Depreciation is computed using the straight-line method over the estimated useful
lives of the assets. Depreciation amounted to $8,277 in 2006. '

NOTE 2 - TAX STATUS

Heartland Institute is a non-profit organization. It qualifies under the Internal Revenue Code Section
501(c)(3) as an organization exempt from federal income taxation.

NOTE 3 - FUND BALANCE - TEMPORARILY RESTRICTED

Prior to 1997, the estate of Franklin Butcha executed a note under the charitable remainder trust provisions of

- the Internal Revenue Code. Interest of 5.5% per annum is paid monthly to the beneficiary of Franklin Butcha
estate (his spouse) until her death. The principal loan of $25,000 plus previously accrued interest of $5,576
prior to Franklin's death for a grand total of $30,576 was recognized as other income in 1996. Since then
income and interest expense has been recorded through the unrestricted fund balance. Any present value
adjustment to the bequest as with discounted cash flow adjustments were deemed insignificant.

During 2006, the Organization released $2,000,000 temporarily restricted for future use from 2005.

NOTE 4 - LEASE COMMITMENTS

Management entered into a lease extension for its headquarters effective June 1, 2008 through January 31,
2012. Monthly base rent payments are currently $7,279 per month. Management entered into a new lease to
rent additional space at the same location effective March 1, 2007 through January 31, 2012. Monthly base
rent payments are currently $4,911 per month. Rent expense amounted to $83,755 in 2006.

The Organization also entered into two equipment-operating leases:
1. A photocopier lease was entered commencing September 2003 for $1,397 per month through March
2011.
2. A postage machine lease was entered commencing December 2004 for $850 per quarter through
February 2008.
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The Heartland Institute
Statement of Functional Expenses
Year Ended December 31, 2006

NOTE 5 - LEASE COMMITMENTS (CONTINUED)

Following are the minimum future rental commitments:

Period Ended Amount
December 31, 2007 $157,997
December 31, 2008 $170,645
December 31, 2009 $174,667
December 31, 2010 $179,383
December 31, 2011

and thereafter $185.818
Total $868,510

NOTE 6 - RETIREMENT PLAN

The Organization sponsors a 401(k) retirement plan covering substantially all employees. No contributions
were paid during 2006,

NOTE 7 - CONCENTRATION OF CREDIT RISK
The Organization maintains several bank accounts at two banks. Accounts at an institution are insured by the
Federal Deposit Insurance Corporation (FDIC) up to $100,000. Cash at one of these institutions exceeded
federally insured limits. The amount in excess of the FDIC limit totaled $399,929 as of December 3 1, 2006.
During 2006, the Organization received 25% of its contribution revenue from a single donor.

NOTE 8 - FUNCTIONAL ALLOCATION OF EXPENSES
The costs of providing the various programs and activities have been summarized on a functional basis in the

statement of activities. Accordingly, certain costs have been allocated among the programs and supporting
services benefited.
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