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DANA F. COLE & COMPANY, LLP

CERTIFIED PUBLIC ACCOUNTANTS
1248 O STREET, SUITE 500
LINCOLN, NEBRASKA 68508

INDEPENDENT AUDITORS' REPORT

Board of Directors
Nebraska Humanities Council
Lincoln, Nebraska

We have audited the accompanying statement of financial position of Nebraska Humanities Council (a
nonprofit organization) as of October 31, 2006, and the related statements of activities 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 auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards is-
sued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material mis-
statement. 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 finan-
cial position of Nebraska Humanities Council as of October 31, 2006, and the changes in its net assets and
its cash flows for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated December 7, 2006,
on our consideration of Nebraska Humanities Council's internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements, and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing and not to provide an opinion on the inter-
nal control over financial reporting or on compliance. That report is an integral part of an audit performed
in accordance with Government Auditing Standards and should be considered in assessing the results of
our audit,




Our audit was performed for the purpose of forming an opinion on the basic financial statements of
Nebraska Humanities Council taken as a whole. The accompanying information on pages 11 and 12 is
presented for purposes of additional analysis and is not a required part of the financial statements of the
Organization. The accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by U.S. Office of Management and Budget Circular A-133, "Audits of
States, Local Governments, and Non-Profit Organizations", and is not a required part of the basic finan-
cial statements. Such information, except for the statement and data marked "unaudited" on which we
express no opinion, has been subjected to the auditing procedures applied in the audit of the basic finan-
cial statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic

financial statements taken as a whole.
Hy [l

Lincoln, Nebraska
December 7, 2006



NEBRASKA HUMANITIES COUNCIL
STATEMENT OF FINANCIAL POSITION
OCTOBER 31, 2006

Temporarily
Restricted
Unrestricted Net Assets Net Assets
16th 17th
Grant Grant Gift
Period Period Equipment Fund Total
ASSETS
ASSETS
Cash 15,738 (2,780) 5,488 18,446
Investments 244,163 244,163
Accounts receivable 7,632 245 7,877
Prepaid expense 1,296 1,296
Equipment - less accumulated
depreciation of $10,672 123,820 123,820
TOTAL ASSETS 15,738 6,148 123,820 249,896 395,602
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable 15,376 869 16,245
Accrued vacation 10,420 10,420
Accrued expenses 2,086 2,086
Regrants committed
Gift and match 701 76,579 77,280
Total current liabilities 701 104,461 869 106,031
Deferred revenue - grants 134,555 134,555
TOTAL LIABILITIES 701 104,461 135,424 240,586
NET ASSETS 15,037 (98,313) 123,820 114,472 155,016
TOTAL LIABILITIES AND NET
ASSETS 15,738 6,148 123,820 249,896 395,602

See accompanying notes to financial statements.



NEBRASKA HUMANITIES COUNCIL
STATEMENT OF ACTIVITIES
YEAR ENDED OCTOBER 31, 2006

Temporarily
Restricted
Unrestricted Net Assets Net Assets
16th 17th
Grant Grant Gift
Period  Period Equipment Fund Total
REVENUES AND OTHER SUPPORT
Grant - National Endowment
for the Humanities 486,070 55,380 541,450
Grants - other federal 4,945 4,945
Grants - matched 283,014 283,014
Grants - unmatched 351,294 351,294
Grant - Nebraska Foundation
for the Humanities 41,827 41,827
Processing fees 22,635 22,635
Miscellancous income 777 777
Investment income 16,005 16,005
Total revenues 551,309 710,638 1,261,947
EXPENDITURES
Salaries 328,502 328,502
Fringe benefits 100,734 100,734
Travel 20,432 20,432
Office expenses 65,024 65,024
Printing and publicity 42,368 42,368
Dues 12,921 12,921
Other 323,433 323,433
893,414 893,414
Regrants
Outright - state 221,035 221,035
Outright - federal 10,768 10,768
Outright - nonfederal 105,849 105,849
Total regrants committed 337,652 337,652
Total expenditures 1,231,066 1,231,066
NET INCREASE (DECREASE) IN NET
ASSETS BEFORE TRANSFERS
AND OTHER CHARGES (679,757) 710,638 30,881
TRANSFERS AND OTHER CHANGES 635,695 4,808 (640,503)
CHANGE IN NET ASSETS (44,062) 4,808 70,135 30,881
NET ASSETS, beginning of year 15,037 (54,251) 119,012 44,337 124,135
NET ASSETS, end of year 15,037 (98313) 123,820 114,472 155,016

See accompanying notes to financial statements.



NEBRASKA HUMANITIES COUNCIL

STATEMENT OF CASH FLOWS

YEAR ENDED OCTOBER 31, 2006

See accompanying notes to financial statements.

Temporarily
Restricted
Unrestricted Net Assets Net Assets
16th 17th
Grant  Grant Gift
Period Period Equipment Fund Total
CASH FLOWS FROM OPERATING
ACTIVITIES
Change in net assets (44,062) 4,808 70,135 30,881
Adjustments to reconcile change in net
assets to net cash from operating
activities:
Depreciation 5,485 5,485
Changes in assets and liabilities:
(Increase) decrease in accounts
receivable (6,952) (245) (7,197)
(Increase) decrease in prepaid expenses 31,644 31,644
Increase (decrease) accounts payable 12,165 282 12,447
Increase (decrease) accrued vacation (555) (55%)
Increase (decrease) accrued expenses 422) 422)
Increase (decrease) regrants committed 17,006 17,006
Increase (decrease) deferred
revenue - grants (174,221) (174,221)
Net cash provided by (used in)
operating activities 8,824 10,293 (104,049)  (84,932)
CASH FLOWS FROM INVESTING
ACTIVITIES
Sales of investments 100,055 100,055
Additions to equipment (10,293) (10,293)
Net cash provided by (used in)
investing activities (10,293) 100,055 89,762
NET INCREASE (DECREASE) IN CASH 8,824 (3,994) 4,830
CASH, beginning of year 15,738 (11,604) 9,482 13,616
CASH, end of year 15,738  (2,780) 5,488 18,446
" Cash paid for interest -0 -
Cash paid for taxes -0 -




NOTE 1.

NEBRASKA HUMANITIES COUNCIL
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Nature of Activities

Nebraska Humanities Council, a not-for-profit Nebraska corporation was organized as an
incorporated funding agency. Its purpose is to support public programs that bring the resources
and perspectives of the humanities to focus on significant public issues and to study the human-
ities for their own sake. Nebraska Humanities Council receives its primary funding from the
National Endowment for the Humanities. The Corporation is exempt from income taxes under
Section 501(c)(3) of the Internal Revenue Code.

Method of Accounting

The financial statements of the Nebraska Humanities Council have been prepared on the
accrual basis with the exception that the Council does not provide for depreciation on its
assets, which have been purchased with federal grant revenues.

Financial Statement Presentation

The Nebraska Humanities Council, has adopted Statement of Financial Accounting Standards
(SFAS) No. 116, "Accounting for Contributions Received and Contributions Made," and SFAS
No. 117, "Financial Statements of Not-for-Profit Organizations." SFAS No. 117 establishes
standards for external financial reporting by not-for-profit organizations and requires that re-
sources be classified for accounting and reporting purposes into net asset categories according
to externally (donor) imposed restrictions. SFAS No. 116 requires that unconditional promises
to give (pledges) be recorded as receivables and revenues and requires the Organization to dis-
tinguish between contributions received for each net asset category in accordance with donor
imposed restrictions. A description of the Unrestricted Net Asset Categories which are utilized
by the Organization follows:

Unrestricted Net Assets include the following:

Operations: Operations include the revenues and expenses associated with the opera-
tions of the Nebraska Humanities Council.

Equipment: Equipment is recorded at cost or fair market value for items donated to
Nebraska Humanities Council. Major expenditures for fixed assets and expenditures
which substantially increase useful lives are capitalized. Expenditures for maintenance,
repairs and minor renewals are expensed as incurred.

Temporarily Restricted Net Assets include the following;

Gift Fund: includes amounts received that are designated for future periods or are re-
stricted by the donor for specific purposes. When a donor restriction expires through
the expiration of time or satisfaction of the donors' restrictions, restricted net assets are
reclassified to unrestricted net assets and are reported in the statement of activities as
net assets released from restriction.
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NOTE 1.

NEBRASKA HUMANITIES COUNCIL
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Equipment

The Equipment Fund represents the cost of assets purchased through the Gift Fund or the

Grant Period Funds. Fixed assets are recorded at cost or fair market value at the time of a
donation. Assets acquired through the expenditure of Federal Grant Period funds are not

depreciated.

Depreciation

The Organization provides for depreciation of property and equipment not purchased through
Federal Grant Period funds using annual rates which are sufficient to amortize the cost of
depreciable assets using the straight-line method over their estimated useful lives which range
from 3 to 5 years.

Grant Funds

The Grant Period Fund balances represent funds restricted for use in accordance with the
budget approved by the National Endowment for the Humanities. For each grant period, all
funds awarded are required to be obligated and expended by dates specified by the grantor as
follows:

Grant Period Obligation Deadline Expenditure Deadline
Sixteenth - awarded 11/00 October 31, 2005 October 31, 2005
Seventeenth - awarded 11/03 October 31, 2008 October 31, 2008

Gift Fund

The Gift Fund is for the use of the Council, including gifts matched by the National
Endowment for the Humanities, which are designated for program development,
administration and regrants.

Investments

Nebraska Humanities Council has elected to adopt Statement of Financial Accounting Stand-
ards (SFAS) No. 124, "Accounting for Certain Investments Held by Not-for-Profit Organiza-
tions." Under SFAS No. 124, the Organization is required to value certain investments at fair
value.



NOTE 1.

NOTE 2.

NOTE 3.

NEBRASKA HUMANITIES COUNCIL
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

In-Kind Donations

No amounts have been reflected in the financial statements for donated materials and services.
Nebraska Humanities Council serves primarily as an agent for its donors; accordingly, in-kind
donations are passed through the Council to grant subrecipients. Substantial amounts of ser-
vices and materials are donated by Nebraska Humanities Council members and grantees in
support of their programs.

Compensated Absences

Employees' vacation benefits are recognized in the period earned.

Cash and Cash Equivalents

The Council considers all highly liquid investments with a maturity of three months or less as
cash equivalents. There were no cash equivalents as of October 31, 2006.

Use of Estimates

The preparation of financial statements in accordance 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 the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Advertising

Advertising costs are expensed as incurred.
INVESTMENTS

Investments consist of an adjustable rate Short-Term Investment Trust Fund carried at fair
value. Acquisition cost for this investment approximates fair value.

REVENUE FROM THE NATIONAL ENDOWMENT FOR THE HUMANITIES

Revenue from the National Endowment for the Humanities during the respective grant peri-
ods consisted of the following:
Outright  Gift and Total
Funds Match Funds Award

Seventeenth Grant Period 469,670 16,400 486,070
We The People 40,380 15,000 55,380

510,050 31,400 541,450




NOTE 4.

NOTE 5.

NOTE 6.

NOTE 7.

NEBRASKA HUMANITIES COUNCIL
NOTES TO FINANCIAL STATEMENTS

CHANGES IN DEFERRED RESTRICTED SUPPORT

Gift Fund
Balance at beginning of year 308,776
Additions
Grants and contributions 134,555
Deductions - funds expended during the year 308,776
Balance at end of year - deferred revenue - grants 134,555

OPERATING LEASE

The Organization conducts its operations with office space leased under a 10 year noncancel-
lable lease expiring in July 2016.

Future minimum payments under the agreements as of October 31, 2006 are:

2007 25,808
2008 27,138
2009 29,797
2010 29,797
2011 29,797
142,337

RELATED PARTIES

Nebraska Humanities Council is affiliated with the Nebraska Foundation for the Humanities.
The Foundation provides financial support for Nebraska Humanities Council. Financial sup-
port provided to Nebraska Humanities Council, by the Foundation, totaled $41,827 for the
year ended October 31, 2006.

Nebraska Humanities Council provides management services, staffing and office space for
the Foundation at no charge to the Foundation.

EMPLOYEE BENEFIT PLAN

Nebraska Humanities Council has implemented a 403(b) defined contribution pension plan,
which covers all full-time employees who have completed three months of service. The
Organization makes monthly contributions up to 6% of each eligible employee's gross salary.
The Organization made contributions to the plans totaling $16,278 during the year ended
October 31, 2006.



NOTE 8.

NOTE 9.

NEBRASKA HUMANITIES COUNCIL
NOTES TO FINANCIAL STATEMENTS

CASH AND INVESTMENTS

At October 31, 2006, the Organization had bank deposits of $294,580, all of which were cov-
ered by federal depository insurance and/or collateralized by U.S. Government securities sub-
ject to joint custody safekeeping receipts issued by the custodial financial institution which
was not the pledging institution.

NEBRASKA CULTURAL ENDOWMENT FUND

The Nebraska Cultural Endowment Fund was created to raise a matching private endowment
and distribute the annual income, public and private, exclusively to the Nebraska Arts Council
and Nebraska Humanities Council. These funds are not included in the financial statements of
the Nebraska Humanities Council. Income from the fund is available to the Nebraska Arts
Council and the Humanities Council when matched by private contributions. The income
from the state fund is distributed to the Councils on a 70% arts/30% humanities ratio. Income
from privately raised endowment funds is divided between the Councils on a 50/50 basis. In-
come from private funds raised to match the National Endowment for the Humanities Chal-
lenge Grant is allocated 100% to the Nebraska Humanities Council.

The balance in the fund at December 31, 2005 was as follows:

Nebraska Cultural Endowment Fund 2,667,867
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SALARIES
Wages

FRINGE BENEFITS
Employers FICA
Retirement
Medical benefits

NEBRASKA HUMANITIES COUNCIL

SEVENTEENTH GRANT PERIOD SCHEDULE OF
BUDGETED AND ACTUAL EXPENDITURES

YEAR ENDED OCTOBER 31, 2006

Worker's compensation
Professional development

Other benefits

TRAVEL

Travel - staff
Travel - Board

Teleconference and meetings

OFFICE EXPENSES
Office rent
Office supplies

Telephone equipment rental
Telephone - long distance

Postage and shipping
Bulk mail service

Insurance

Bonding insurance

OFFICE EQUIPMENT
Equipment lease

Service contracts - equipment
Transfers to equipment account group

PRINTING AND PUBLICITY

Publicity

Printing brochures/other

DUES

Dues - state federation
Other dues

11

Approved
Budget

305,730

24,795
18,345
75,895
1,200
6,400
4375

11,430
4,000
11,600

26,710
4,940
4,340
1,400
8,000

12,485
1,550

210

3,730
2,520
3,300

4,460
29,920

10,000
3,400

Actual
Expenditures

328,502

24,825
16,278
46,955
1,311
6,017
5,348

12,276
3,034
5,122

22,934
5,603
3,918
1,089
7,908

16,778
1,025

206

3,338
2,225
4,808

13,216
29,152

10,904
2,017

Remaining
Budget

(22,772)

(30)
2,067
28,940
(111)
383
(973)

(846)
966
6,478

3,776
(663)
422
311
92
(4,293)
525
4

392
295
(1,508)

(8,756)
768

(904)
1,383



NEBRASKA HUMANITIES COUNCIL
SEVENTEENTH GRANT PERIOD SCHEDULE OF
BUDGETED AND ACTUAL EXPENDITURES
YEAR ENDED OCTOBER 31, 2006

Approved Actual Remaining
Budget Expenditures Budget

OTHER

Audit fees 5,245 5,245

Media grant evaluations 300 200 100

Contracted program services 305,578 317,988 (12,410)
COUNCIL REGRANTS 323,000 337,652 (14,652)
TOTAL 1,214,858 1,235,874 (21,016)
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NEBRASKA HUMANITIES COUNCIL
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED OCTOBER 31, 2006

Federal Award
CFDA Grant Expendi-
Number Number tures
Federal Grantor/Pass-Through Grantor/
Program or Cluster Title
National Endowment for the Humanities:
Seventeenth Grant Period 45129 S0O-50033-04 486,070
We the People 45,168 BC-50273-05 55,380
541,450
National Endowment for the Arts
Nebraska Folklife 45.026 04-5500-3064 4.945
TOTAL EXPENDITURES OF FEDERAL AWARDS 546,395

NOTE 1. BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards include the federal grant
activity of Nebraska Humanities Council and is presented on the accrual basis of accounting.
The information in this schedule is presented in accordance with the requirements of OMB
Circular A-133, "Audits of States, Local Governments, and Non-Profit Organizations".
Therefore, some amounts presented in this schedule may differ from amounts presented in,
or used in, the preparation of the basic financial statements.

NOTE 2. SUBRECIPIENTS

Of the federal expenditures presented in the schedule, Nebraska Humanities Council provided
no federal awards to subrecipients.
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