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" Board of Directors
.- Leap Learning Systems - -
~ Chicago, Illinois '

_We have auchted the accompanying statements of ﬁnanclal position of Leap Learning Systems
as of December 31, 2006 and 2005, and the related statements of activities and changes in net -
‘assets, cash flows and functional expenses for the years then ended. These financial statements
are the responsibility of Leap Learning Systems management. Our respons1b111ty is to EXpress an.
optmon on. ﬂlese ﬁ_na.nmal 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 audits to obtain

~ reasonable assurance about Whether the financial statements are free of material misstatement.
An aundit includes exammmg, 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 evaluatmg the overall financial staternent
presentattcn We beheve that our aud.tts prcv1de a reasonable basis for our opinjon. .

- In our opinion, the ﬁnanclal statements referred to above present fairly, in all material respects

" the financial position of Leap Learning Systems as of December 31, 2006 and 2005, and the

" results of its operations and cash flows for the years then ended in conformity Wlth accountmg
prmclples genera]ly accepted in the Unlted States of Amenca '

Manmng Silverman & Company-
Certified Public Acccl_mtants R

May 7, 2007

“Thank you for the opportunity to serve you and for your referrals!”



' LEAP LEARNING SYSTEMS

" STATEMENTS OF FINANCIAL POSITION

171,181

8

' DECEMBER 31, 2006 AND 2005,
- ASSETS
| 2006 2005
.CurrentAssets R o _ S o
Cash and Cash Eqmvalents o : L - -3 69,965 § 85,812
Accounts and Pledges Receivable S ' 98,687 - 50,000
Total-CurrentAssets 168,652 135,812
Fixed Assets o :
Eqmpment (Net of accumulated depreclatlon of $13 223 and $9 384) 429 4,268
- Other Assets _ -
- Investments -0 130,125
Security Deposits 2,100 2,100
“Total Other Assets 2,100 32225
Total Assets . 0§ 171181 § 172,305
‘LIABILITIES AND NET ASSETS
Liabilities - _ . : : . _
* Accounts Payable and Accrued Expenses T 8 9 s L1772
Bank Line of Credit | | - 47,982 45,054
Total Liabi]itiesl 48,954 46,826
Net Assets ) o e
Unrestricted Net Assets 57,227 100,479
- Temporarily Restricted Net Assets 65,000 25,000
 Total Net Assets 122,227 125,479
~ Total Liabilities and Net Assets 8 172,305

See Independent Auditor's Report.

The accompanying notes are an integral part of these financial statements.
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LEAP LEARNING SYSTEMS
STATEMENTS OF CASH FLOWS
* YEARS ENDED DECEMBER 31, 2006 AND 2005

See Independent Auditor's Report.
* The accompanying notes are an integral part of these financial statements.

2006 2005
Cash Flows from Operatmg Activities: ‘ = ‘ S o LT
‘Increase (Decrease) in Net Assets A % (3252) 8 - B2,629
- Adjustments to Reconcile Increase (Decrease) in Net Assets ' :
. to Net Cash Prowded by (U sed in) Operatln E Actlwtles = o
Depreciation o _ S 3,839 4,550
Realized Gain on In_\’esunents : 2 - S ¢ RY) 0
(Increase) Decrease in Accounts Receivable S ' (43,687) 24,953
Decrease in Prepaid Expenses ' .0 2,243
(Decrease) in Accounts Payab]e and Acerued Expenses _ ' . (800) . (4,677)
Net Ca_sh Previded by (U sed in) Operaﬁng Activities R (49,057 109,698
_ Cash Flows from Investing Activities: | o o - C ,
_ Transfer (Purchase) of Money Market Funds ' _ ; ‘ 25,475 ' (25,125)
Proceeds from Sale of Securities ' . R . 4,807 -0
- Net Cash Provided by (Used in) Investing Activities . o L 30,282 (25,125)
~ Cash Flows from Financing Activities: e ' _ o
- Increase (Decrease) Bank Line of Credit - -~ o 2,928 (34,741)
' Net Cash Provided by (Used in) Financing Activities _ 2,928 (34,741)
| Net Inerease-(D.eerease) in Cssh and Cash Equivalents '_ _ : ' (15,847) ' 49,832
Cash and Cash Equivalents, Beginning of Year | | | - o ' 85,812 35,980
* Cash and Cash Equivalents, End of Year - | _ - $ . 69,965 § ' 85,812.
 Tnterest Paid SRR 8 6247 8 4,946
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LEAP LEARNING SYSTEMS
-NOTES TO FINANCIAL STATEMENTS _
~DECEMBER 31,2006 AND-2005-~ - - - - -

' 1. Organization and Nature of Activities'

Leap Leannng Systems was mcorporated on December 31, 1993 to promote 1anguage skrlls'
In inner clty neighborhoods. - : -

: _Program Desenpnons

- Leap Pre-literacy and Language Curriculum - is a 42-week daily gnide for teachers offering

- theme-based learning through activities and books. The Leap Curriculum focuses learning in -
the preschool classroom on language and cognitive development. Lessons are literature
‘based and elicit language from children in a developmental sequence. ' S

'VIP (Vocabulary Improvement Project) - complements the Leap Pre-literacy and Language

* Curriculum, training teachers to effectively teach literacy and communication development

- in the early childhooed classroom. The VIP is unique in that it provides resources and training
for parents as 'well as teachers, building the vital foundation for children’s academic success.

Parents are Teachers - provides reading activities for parents and teachers of young children.

Teaches parents and educators every day tactics to fuel thelr chlld’s mqmsmveness, and
o promotes active readmg between parent and cl'nld

_ Language for Scholars — 1rnproves the communication skills of elementary and hlgh school
students so that they are understood, accepted and responded to positively by teachers and
‘employers. Participants learn how to use langoage and words effectively, while also learning
busmess commnmcanon skills, body language and conversanonal slolls '

Lendmg Library — prowdes children and thelr famlhes with un11m1ted access to 2, 000 books
The 1end3ng library is avaﬂable to all preschool classrooms.

- Language and Literacy Enrichment T. eaching (LET) —is a professwnal development program
that provides preschool teachers w1th practlce strategies for preparing therr preschool
stuclents for londergarten



LEAP LEARN]N G SYSTEMS :
NOTES TO FINANCIAL STATEMENTS (Contmued)
DECEM:BER 31, 2006 AND 2005

2. Significant Accounting Policies
- Basis of Accounting

The accompanymg ﬁnanclal statements have been prcpared on the accrual basxs of
. accounting in accordance w1th genera]ly accepted accountmg pnu01ples

o Fmanc1al Statement Presentatlon

Financial statement presentation follows the recommendations of the Financial Accounting
- Standards Board in its Statement of Financial Accounting Standards (SFAS) No. 117,
“Financial Statements of Not-for-Profit Organizations.” Under SFAS No. 117, Leap
~ Learning Systems is required to report information regarding its financial position and
activities according to three classes of net assets: - unrestricted net assets, temporanly
restncted net assets, and permanently restncted net assets .

: Revenue Recognition

- Contributions received are recorded as unrestricted, temporarily restricted, or permanently
restricted support, depending on the existence and/or nature of any donor restrictions.

~ Contributions received with donor-imposed restrictions that are met in the same year in
~ which the contributions are received are classified as unrestricted contributions. '

All donor-restricted coniributions are reported as an increase in temporarily or petmanently ‘
Ttestricted net assets, depending on the nature of the restriction.. When a restriction expires
~(that is, when a stipulated time restriction ends or purpose restriction is accomplished),
" temporarily réestricted net assets are reclassified to unrestricted net assets and reported in the
statement of activities as net assets released from restrictions. .

Cash and Cash Equ.walents

- Cash and cash equivalents include all monies in banks and hlghly liquid mvestment whlch
are readlly convertlble into cash within ninety (90) days of purchase

Use of Estlmatcs

The preparation of financial statements in conformity with generally accepted accounting

© principles requires management to make estimates and assumptions that affect certain
reported amounts and dlsclosu.res Accordjngly,_ actual results could differ from those
estimates. ' ' - o ' “



- LEAP LEARNIN G SYSTEMS '
NOTES TO FINANCIAL STATEMENTS (Contmned)
DECEMBER 31 2006 AND 2005

5 Propertv and Equmment

'Property and equipment are carried at cost Depreclatmn 18 prowded prmc1pa11y by the

straight-line method, by anmlal charges to operatmns over the estimated useful hves of the
- depreciable assets. :

'Incom‘e Taxes
- Leap Learning Systems is a not—for-proﬁt orgamzahon and is exempt from income taxes
under Section 501(c)(3) of the Internal Revenue Code, and similar provrsmns of state tax
law. Therefore, the Organization has made no provision for income taxes in the
accompanymg financial statements. ' :
R _.Lease
'Leap Learmng Systems obtained oﬂice space in Chicago in October 2002. It also shares
- some office space with Gottfred/Lybolt Speech Assomates at minimum cost Future

- _-mmmum rental payments are as follows:

_Year Ended | _ Amount

_ 1-2/31/07 S _ 524,453
y .Bank Lme of Credlt

_ Leap Learnmg Systems obtained a $90 000 line of credlt to assist cash flow needs from
'Burlmg Bank in October 2002. The loan matures October 7, 2007, bears interest at 8.25%

- and is secured by the Foundation’s equipment and accounts receivable. The balance
: outstandmg as of December 31, 2006 was $47, 982. ($45 054 at Decemnber 31, 2005. )

. Related PaItv Transac:ttons and In-kind Donatlons

Tn-kind donations of $116,436 ($122,206 in 2005) for office space, staff and equipment use
from Gottfred/Lybolt Speech Associates are recognized in the financial statements.

- Offsetting expenses in an equal amount are also reeogmzed in various salary, program and
equipment expense accounts.



