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TIGHE, KRESS « ORR

Cereified Public Accountanis

Independent Auditor's Report

To the Board of Directors of
The Heartland Institute
Arlington Heights, Illinois 60004

We have audited the accompanying financial statements of The Heartland Institute (a nonprofit
organization), which comprise the statements of financial position as of December 31, 2017 and
2016, and the related statements of activities and changes in net assets, functional expenses, and
cash flows for the years then ended, and the refated notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,

whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinton.
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Independent Auditor's Report (continued)

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, 2017 and 2016, and the
changes in its net assets and its cash flows for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Elgin, Itlinois
May 24, 2018



The Heartland Institute

Statements of Financial Posifion
Pecember 31, 2017 and 2016

Assets
Current assets:
Cash and cash equivalents
Accounts receivable
Prepaid expenses
Total current assets

Property and equipment:
Land
Building
Office equipment
Office furniture
Artwork
Less accumulated depreciation
Property and equipment, net

(Other assets:
Deferred compensation
Total other assets

Total Assets

Liabilities and Net Assets
Current liabilities:
Accounts payable
Payroll liabilities
Total current liabilities

Long-term liabilities:
Deferred compensation liability
Total long-term labilities

Net assets:
Unrestricted
Temporarily restricted
Permanently restricted
Total net assets

Total Liabilities and Net Assets

The accompanying notes are an integral part of the financial statements.

2017 2016
686,274 S 227,602
2,500 15,000
25,320 11,411
714,094 254,013
65,364 65,364
927,143 927,143
229,816 229,816
46,005 46,005
12,250 12,250
(290,929) (253,357)
989,649 1,027,221
591,691 480,933
591,691 480,933
2,205,434 $ 1,762,167
42,652 157,430
69,812 56,446
112,464 213,876
641,691 530,933
641,691 530,033
1,510,704 986,783
30,575 30,575
1,541,279 1,017,358
2,295434 § 1,762,167




Iﬁl

‘SjudtRlels [RIOURUY oy Jo 1ed [eiSejul ur are sajou SmAuedutooor oy,

8SCLIOT  § SLS0E  $ e8,036 & GLTIPST _ § SIS0t S POLOIST
9111901 SLS°0¢E I#S°0€0°1 8SELI0T GLS'0E £8.°986
(8SL°cw) - (85L°¢H) 126°€2S - 126°€TS
8$675S°C - L RATRS V6L 1LY - P6LTTLY'S
F0£°0TL - PO 0L £€0YED - £E0PEY
96%°S6¢ - 96%°56¢ LFSSOS - LYSSOS
STLLEY' P - SPLLEY' Y PITTLT Y - ¥v12CLT Y
061°605°S - 061°60S°C SIL'S66°S - SIL'S66°S
TI1'8T - T11°8C €OL0LT - COEOLT
8871 - 8871 19% - 19%
6¥7°8¢ - 6¥T 8¢ €T - RETT
€0S°L - £05°L 1€2°¢9 - 1€2°¢9
$89°701 - $R9°701 0L0°1 - 0L0°1
659 - 6579 - - -
97TT - 97T°C P69°LT - ¥69°LT
8R9°TTEC ¢ - $ 889°TZES  § ILOELS ¢ - $ SIL0EL'S
1210 PRIOLNSIY _ PajoInsaun 12101, DRIOLNSIY poLgsaIun
Auelzodwo ), Aruesodws
910¢ L10Z

9107 PUB LT(T ‘1€ 19qUIdd3( PIPUY SILa X ) 0
§19SSV JON Ul $33URY)) PUE SINIATIIY JO SPUSIAIE)S

AMYSUY PUBPILI S,

g 1894 JO PUD ‘SJ9SSE 10N

Tedk Jo Suruuidoq ‘s1osse 1
Siosse 10U ur 25URY)

sasuadxa @10
§901A198 SuIsteIpun j
$301A19s Joddng
S90IALRS wivIFor]
sasuadxyy

suonomsal wrexdord jo uonoeIsnes

- SUOTIOLEISAT WO PASBOJRI §198Sk 1aN
SNUSADI [BI0 ]

SUOTINGLHUOD PUD-u]

SW0OU] 1S2I9IU]

SUINItRIg

SIUIAS J2GI0)

SIUDAQ SUISTRIPUN]

SuisnoApy

YOTBISII/SUONEIT[GN ]

$ SUOTINGLIIUO,)
PRAI200I anudAsI pur Joddns orjgng



-G-

‘SputielE)s [Brouruy oy Jo Med je1dalur ue ok sajou Sukueduwiosse oy

%001 %421 %01 %8 %EE %11 %P [B101 JO 8880010
86°CSSS $ FOLTILE'S $ £L0'PEo $ LFS5YS $ PITTLTY $ 60698L°T § 78S+ $ €TL09%T 0§ :sesuadxy [gjo],
€r1'8e COL°0LT - - COE0LT L9795 89796 89196 asuadxs pupj-ug

- - - - - - - - S1URIE/SUORNALITO)
00¢ F0STI - FOS'ZT - - - - UOTIRO0LT 3JB)S/SUIAOTA]
Aal - - - - - - - Sunayremoye) pue Aaamg
$86°37 §EEET J L99° 100°p1 L9Y'p L99'} L99'¥ $20 NUB] PUL JUSURLIDAOD)
19861 £e¥91 0LE 661 F88°¢1 $3E°T 00S°€1 - sdrysraqusy
58°CI STR91 Il 09 080°¢T 6L9°01 - 10t'F suonduosqns pue Areiqry
6TL°E9E LBETY 650°¢ - 82¢°6¢ - - 8T¢6E uonesI[dnp (JA(T PuB 918 gopm
6LTTS S8 I9T - - $E8°191 SLE6ST 098°T - sa01atas Juiddra pue anmsmoN
€L8°28Y 101098 GOF'8T ¢ 89 1HS SLE'LYT 0£5°9¢ C8I°LSE s1ajeads pue ‘sropum ‘SIONpY
100°SE 00581 0081 - - - - - JuauraBeeur joofold [proadg
TSLHY 0702 09 - 91¥°€T 9TF'CT - - suone[ar orjqnd pue JuisnLApy

:sasuadxg Ioui0y
STHLE 0LSLE FISTL PISL [Aowed PI6°L FIS°L FI5°L uoneaIda(]
00Tt $90°1 £1T €1z 69 €17 £1¢ £1g 3s8129U]
L68°LET $6STE 9pe'1 - 6rT 1Y 8F0'¥6E 908°s¢ S6ET SEUR2UL/SIOUSIAFUOD
IET°LLT 608°L¥T 06L°0¢ 915°7T 0S5 F6T LSYLTT 609°5¢ LET 1T eARIY
T9L°F09 709°08¢ 66191 8TL'T $L9°29¢ 1£0°2¢ 616°1 $TL'8TE suonestiqnd pue Sunuug
S00°¢T 0£8°1T 90¢'y 90¢ Y 81671 90¢'y 90¢'¥ 90£°p asueuUIEL/TeUsT Juowdmby
0PZ'0CT CETLET Lyt LT L¥PLT €28 LyHIT L¥F LT Lyt'LT Aouednoogy
[L0°66€ S8¥'LYS PO TH £5% 298°b0¢ 8¢L°5E ce0'e S0T'99¢ Surddrgs pue afeisog
9Te19 S90°LS 806°01 96T 11 196°PE 819°¢1 960°11 90l vlep/ouoydale L
689°7¢ TeETT §L9°C 0SHT LOT'LT 0101 62T°1 896°1 wawdimbajarmmyselddng
061°88 891°C6 9LE'ET TRE°LT 01z'1s $81°72 A FEO°G1 $99] [ed2]/593] [j0.Ard/Sunrnoooy
12 A SEN'ESt 628°5T ¥2$°9T 81101 LEEPY 0S6°TT $68°¢E soxe; flolked
675°907 968°¢1T 859 F¢ $99°0F ¥L5'8CT LSLES 566'6T TI8'FT sygeuag
SE0°L10T § FFI080°C $ £88°6H¢ $ 6T¥FLE $ 0E8°CEC’T  § POTPRS $ LFL'96T $ 6L8FST $ sagem pue souefes
91 DN “Hm h@ﬂﬁuoum ___nHON J ¢ .HuQEUODQ S0IAI3G muo.:ﬁum F0IALRYG mQOtmﬁo‘m mmomﬁﬁmﬁ Etoumumm “mvmﬁomxm

sasuadyyy g0, sasuadxyy (B0 Bursiespun,] uoddng weigorg ongng JUSTUUIDAQLY  /SUODBIIGN]
[B10], = mmmmmmseemeeeeo SWBIFOLJ mmwmmmmmmmmmmew
T ey

9TOT PUB LTOT ‘TE qUIIA( PIPUT SAEIX ) 10
sasmadx [ [BuonIuny Jo SHWRIEIS
APISUY PURTIIBIFY 24 [,



I@I

‘SjuLtuaie)s [BIoUBLLY oy} Jo Jed [eideiut ur a1e sajou Bukuedwoooe oy,

%001 %1 Yal, %08 %LT %G1 %8¢ [e307 Jo ofeueoiog
86°TSSS $ ¥OC0TL § 96¥'Set $ BYILEF'Y $ LS6LLYT $§ ¥80°9S]R  § L01°€01'T § ssosuadxy [ei0]
€IE'8e - - CI1'8T [LE°6 1L5°6 [LE'6 asuadxe pury-uy
- - - - - - - SJURIE /SUOTINGLIUO.)
006 - - 00< - 00< - TOTIBO0[OE JIv1S/SUIAON
SLETL AR - 0$T'] STy YA - Funayrewse) pue Aeang
$85°8T LIL'S L1LC 161°L1 LIL'S LIL'S LIL'S §90] YUB( PUE JUSUILIIAOL)
18%°ST 6L St SLY 1 STLT YANA ST sdrgsraquis [y
58°T1 9tS Z1 ¥62°C1 [0S - €6L°L suoiiduosqns pue Aeiqry
6TL°€9¢ - - 6TL°E9E - - 624°€9¢ uoneoldap (JAQ pue aNs qom
6LT°TS - - 6LT°TS 6LV°9F 008°S - saotales Surddi[s pue srmsmaN
€L8°T59 $86°T - 888°6H9 799°617 00§ vE 97L°56E sxaxesds pue ‘sIsium ‘szoupyg
100°SE 100°Ss - - - - - Juswsdeuew j02{ord [eroadg
TSLF9 vy 9z1‘l 98¢°6$ 98¢°6$ - - suong[ai o1jqud pue BusniaApy

sasuadyg U0
ST LE S8¥'L S8PL SSH T S8Y L S8PL S8Y°L uoneroarda(y
00T°¢ 09 0t9 026°1 0t9 09 0F9 18210)U]
L6]LET CLO'LY 13 9££'061 ¥89°9p LTLTYL §T6 STULOIUL/SIOTATIFUO))
1€1°LLT THRCE 8L0°¢ 112°9¢¢ T00€01 $T0°'L6 $81°9¢ [oael],
Z9L%09 SPE'9T TH0°T 9LELLS 6£L°7¢ YLLG £98°FES suoneatjqud pue Supuriy
S00°ET 109 109t CO8°¢CT 109t 109 109y douruRUIBTTeIUAL juswdimby
0vZ0S1 8¥0°0€ 20°0¢ 106 8H00E 8%0°0¢ 80°0¢ KouednooQ
1L0°66€ 91T'CS 0Z€T SESPPE 100°701 68601 SPSIET Furddiys pue sFeisog
97£°19 PRETT PeC Tl 866°8¢ 0P8I #8871 FE8°01 eyep/ouoydsiay,
689°7¢ 97501 S08°C 8S€'61 8L6°TI £69°C L8Y°E wswdmba/srnymingserddng
061°88 9.8°11 LZ0°6 LRT'LY 8L8°LT £$8°07 96681 $997 [ed2/899) jjorAed/Sununoooy
P8P L1 ¥96°€T 16581 676701 vET LY £78°8¢ 7L8'8T soxe) {[oldeg
615°90T LTO0E $T0°8Z asal 1$6'68 LTE 1Y 61991 syjouag
6E0°L10°T § TTE'FLE § £9°997 $_LV'SLEL $ 016909  $ 8ISTLE  $ 989°G6E  § sofem pug satreeg
@ 10¢ J m h@&mﬁwomm moom.?mvm moofﬂvw muorﬁww mﬁoﬂﬁvﬁ mﬁoﬂﬁoﬁ Hmto”:@m ”mowﬁoﬂxm

sosuadyi Te10 ], Justerpun.y woddng wrerdorg aang JUSUIIISACH)  /SUOTIBOTQR]
[BI0], e SUTBIFOIJ --—mrwwwm-emmmnm
Tyeg

9T0T PUB LT(T ‘I JoqUUIIA(F POPUF SILd X ) Jog
sosuadx [pHORIUN] JO SPUIWIEIG
IINSUT PUEPIABIY YL,



The Heartiand Institute
Statements of Cash Flows
For the Years Ending December 31, 2017 and 2016

2017 2016
Cash flow from operating activities:

Change in net assets $ 523,921 % (43,758)

Add items not requiring an outlay of cash:

Depreciation 37,570 37,425

{(Increase) decrease in current assets:

Prepaid expenses (13,909) 5,545
Accounts receivable 12,500 45,000
Security deposits - -
Deferred compensation {110,759} (83,168)

Increase (decrease) in current liabilities:

Accounts payable (114,776) (78,905)
Payroll Liabilities 13,366 1,931
Deferred compensation liability 110,759 83,168

Net cash provided by (used in) operating activities 458,672 (32,762)
Cash flow from investing activities:

Capital expenditures

Equipment and furniture ~ (7,271)
Donated capital assets - (17,003)

Net cash provided by (used in) investing activities - (24,274)
Cash flow from financing activities:

Net cash provided by (used in) financing activities - -
Increase (decrease) in cash 458,672 (57,036)
Cash and cash equivalents balance, beginning of year 227.602 284,638
Cash and cash equivalents balance, end of year $ 686,274 § 227,602
Supplemental Disclosure

Cash Paid for Interest $ 1,065 $ 3,202

The accompanying notes are an integral part of the financial statements.

-



The Heartland Institute
Notes to Financial Statements
For the Years Ended December 31, 2017 and 2016

Note 1- Summary of Sienificant Account Policies

Nature of Activities: The Heartland Institute (the “Organization™) is an Illinois not-for-profit
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. The Organization’s
programs are supported primarily by contributions from individuals, businesses, and foundations.

Method of Accounting: The financial statements of the Organization have been prepared on the
accrual basis of accounting and in accordance with United States Generally Accepted
Accounting Principles applicable to non-profit organizations. Revenues are recognized as they
are earned and expenses as they are incurred.

Basis of Presentation: Financial statement presentation follows the recommendations of the
Financial Accounting Standards Board (FASB) in its Accounting Standards Codification (ASC)
058-210. Under FASB ASC 958-210, 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.

Unrestricted net assets include undesignated and board-designated sources with no legal or donor
imposed restriction. At December 31, 2017 and 2016, The Organization had unrestricted net
assets of $1,510,704 and $986,783, respectively.

Temporarily restricted net assets represent net assets subject to donor imposed restrictions which
will either be met by the Organization’s actions or the passage of time. Temporarily restricted
net assets are reclassified to unrestricted net assets when the restrictions are met or have expired.
These reclassifications are reported in the statements of activities as net assets released from
restrictions. At December 31, 2017 and 2016, the Organization had temporarily restricted net

assets of $30,575.

Permanently restricted net assets represent funds subject to the restrictions of gift instruments
requiring the principal to be maintained intact. Investment income may be used for operation
and therefore is recorded as unrestricted revenue. The Organization does not have permanently
restricted net assets as of December 31, 2017 and 2016.

Use of Estimates: The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and reports amounts of revenues, gains and expenses during the
reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents: The Organization defines cash, for the purposes of reporting cash
flows, as cash on hand, amounts held at financial institutions, and short-term highly liguid
investments that are readily convertible to known amounts of cash. Investments with an original
maturity of three months or less are considered short-term for these purposes.




The Heartland Institute
Notes to Financial Statements
For the Years Ended December 31, 2017 and 2016

Note 1- Summary of Significant Account Policies (continued)

Contributions: The Organization accounts for contributions in accordance with the
recommendations in FASB ASC 958-225. In accordance with FASB ASC 958-225,
contributions, grants, and contracts received are recorded as unrestricted, temporarily restricted,
or permanently restricted support and revenue, depending on the existence and/or nature of any

donor restrictions.

All contributions are considered to be available for unrestricted use unless specifically restricted
by donors. Unrestricted contributions are recognized when recetved.

Support that is restricted by the donor is reported as an increase in unrestricted net assets if the
restriction expires in the reporting period in which the support is recognized. All other donor-
restricted support and revenues are reported as an increase in temporarily or permanently
restricted net assets, depending on the nature of the restriction. When a restriction expires, such
as when a stipulated time restriction ends or purpose restriction is accomplished, temporarily
restricted net assets are reclassified to unrestricted net assets released from restrictions.

Property _and FEquipment: Property and equipment are stated at cost, less accumulated
depreciation. The Organization follows the practice of capitalizing, at cost, all expenditures for
property and equipment in excess of $2,500. Depreciation is computed on the straight-line basis
over the estimated useful lives of the assets.

Buildings 39 Years
Land improvements 20 Years
Furniture and equipment 7 Years
Software 3 Years
Automobiles 5 Years
Building improvements 15 Years

Concentrations of Credit Risk: The Organization maintains its cash balances in several bank
accounts. Accounts at an institution are insured by the Federal Deposit Insurance Corporation
(FDIC) up to $250,000. Amounts in excess are at risk for financial loss. From time to time, the
Organization has funds in excess of FDIC insurance. Management has evaluated the risk and

does not find it to be significant.

Functional Allocation of Expenses: The costs of providing the various programs and other
activities have been summarized on a functional basis in the Statements of Functional Expenses.
Accordingly, certain costs have been allocated among the programs and supporting services

benefited.

Donated Property and Services: Donations received in property and services other than cash are
recorded at their fair market value on the date of the gift. Donations in property and services
whose fair market values are not objectively determinable are omitted from the financial

statement in accordance with generally accepted accounting principles.




The Heartland Institute
Notes o Hinancial Statements
For the Years Ended December 31, 2617 and 2016

Note 1- Summary of Significant Account Policies (continued)

Accounts and 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 collections efforts are written off to bad debt expense. There were no bad debt
write-offs or accounts deemed uncollectible for the years ended December 31, 2017 and 2016.

Income Tax Status: The Organization is a tax-cxempt organization as defined in Section
501(c)(3) of the Internal Revenue Code. Accounting principles generally accepted in the United
States of America requires management to evaluate tax positions taken by the Organization and
recognize a tax liability if the Organization has taken an uncertain position that more likely than
not would not be sustained upon examination by the Internal Revenue Service or other applicable

taxing authorities.

Management has analyzed the tax positions taken by the Organization, and has concluded that as
of December 31, 2017 and 2016, there are no uncertain positions taken or expected to be taken
that would require recognition of a liability or disclosure in the financial statements. The
Organization is subject to routine audits by taxing authorities; however, there are currently no
audits for any tax periods in progress.

Note 2 — Fixed Assets

Property and equipment at December 31, 2017 consists of the following:
Accumulated

Cost Acquisttions/ Cost Depreciation
12/31/2016 (Deletions) 12/31/2017 12/31/2017

Depreciable assets:

Building A 927,143 % -5 927,143 § (66,783)

Leasehold miprovements - - - -

Office furniture 46,005 - 46,005 (22,041)

Office equipment 229816 - 229,816 (202,105)
Non-depreciable assets:

Land 65,364 - 65,364 -

Artwork 12,250 - 12,250 -
Total fixed assets $ 1,280,578 § - § 1280578 $ {290,929)

Depreciation expense for the years ended December 31, 2017 and 2016 was $37,570 and
$37,425 respectively.

=10~



The Heartland Institute
Notes to Financial Statements
For the Years Ended December 31, 2017 and 2016

Note 3 — L.ease Commitments

The Organization entered into three equipment — operating leases:
1. A postage machine lease was entered effective October 2016 through September 2021 for

$1,155 per quarter.
2. A photocopier lease was entered effective August 2014 through July 2019 for $537 per

month.
3. A photocopier lease was entered effective May 2016 through June 2021 for $247 per

month.

Following are the minimum future lease commitments:

Period ending

December 31, 2018 $ 14,427

December 31, 2019 11,743

December 31, 2020 7,985

December 31, 2021 5,148
Total $ 39,303

Note 4 — Concentrations

Approximately 31% and 33% of the Organization’s total support and revenues for the years
ended December 31, 2017 and 2016 respectively, came from contributions from a single donor.
Any substantial loss of donations from this particular donor could significantly affect the
Organization’s range of services provided.

Note 5 — Fund Balance — Temporarily Restricted

Prior to 1997, the estate of Franklin Butcha executed a note under the charitable remainder trust
provision of the Internal Revenue Code. Interest of 7.0% per annum is paid quarterly 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 i 1996. Since then income and interest expense has been
recorded through the unrestricted fund balance. Any present value adjustments to the bequest, as
with discounted cash flow adjustment, were deemed insignificant,

-11-



The Heartland Institute
Notes to Financial Statements
For the Years Ended December 31, 2017 and 2016

Note 6 — Fair Value Measurements

The Financial Accounting Standards Board has established a framework for measuring fair value.
That framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques
used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in
active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to
unobservable inputs (Level 3 measurements). The three levels of the fair value hierarchy under
generally accepted accounting principles are described below:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for
identical assets or liabilities in active markets that the Organization has the

ability to access

Level 2 Inputs to the valuation methodology include:
e Quoted prices for similar assets or liabilities in active markets;
e Quoted prices for identical or similar assets or liabilities in inactive

markets;

e Inputs other than quoted prices that are observable for the asset or
liability;

e Inputs that are derived principally from or corroborated by
observable market data by correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input
must be observable for substantially the full term of the asset or liability.

Level 3 Inputs to the valuation methodology are unobservable and significant
to the fair value measurement.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based
on the lowest level of any input that is significant to the fair value measurement. Valuation
technigues used need to maximize the use of observable inputs and minimize the use of

unobservable inputs.

The following is a description of the valuation methodologies used for assets measured at fair
value:

Cash accounts: Based on the value of cash held at year end.
Certificate of deposit: Based upon face value of certificate.

Mutual funds: Based on the net asset value (NAV) of shares held year end.

-12-



The Heartland Institute
Notes to Financial Statements
For the Years Ended December 31, 2017 and 2016

Note 6 — Fair Value Measurements (continued)

The methods described above may produce a fair value calculation that may not be indicative
of net realizable value or reflective of future fair values. Furthermore, while the
Organization believes its valuation methods are appropriate and consistent with other market
participants, the use of different methodologies or assumptions to determine fair market
value of certain financial instruments could result in a different fair value measurement at the

reporting date.

The following table sets forth by level, within the fair value hierarchy, The Heartland Institute’s
assets at fair value as of December 31, 2017 and 2016:

Assets at Fair Value as of December 31, 2017

Levell Level 2 Level 3 Total
Mutual Funds
Money Markets $ 6,307 § - § - 3 6,307
High Yield Bonds 163,531 - - 163,531
Equity Funds 421,853 - - 421,853
Total assets at fair value $ 591,691 $ - 5 - $ 591,691
Assets at Fair Value as of December 31, 2016
Level 1 Level 2 Level 3 Total
Mt Funds i
Money Markets $ 4,250 § - $ - 3 4,250
High Yield Bonds 118,599 - - 118,599
Equity Funds 358,084 ; - 358,084
Total assets at fair value $ 480,933 § - % - 8 480,933

Note 7 — Deferred Compensation

In 2008, a deferred compensation plan was put together for the President of the organization.
The Organization will fully fund the account over ten years. After the President is employed for
10 years the account will be fully vested. For each of the years ending December 31, 2017 and

2016, $50,000 has been expensed for this plan.

Note 8 — Date of Management’s Review

Subsequent events have been evaluated through the date of this report. It was concluded that
there are no events required to be disclosed.

-13-



