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Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
consolidated financial position of the Organization as of December 31, 2014, 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.

Prior Period Financial Statements

The consolidated financial statements of Gigi's Playhouse, Inc. and Subsidiaries as of December 31, 2013 were
audited by other auditors, whose report dated July 18, 2014, expressed an unmcodified opinion on those
statements.

Report on Consolidating and Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements as a
whole. The consolidating statement of financial position as of December 31, 2014 and the related consolidating
statement of activities for the year then ended are presented for purposes of additional analysis of the
consolidated financial statements rather than to present the financial position, changes in net assets, and cash
flows of the individual organizations, and it is not a required part of the consolidated financial statements. Also,
the consolidated statement of functional expenses for the year ended December 31, 2014 is presented for
purposes of additional analysis and is not a required part of the consolidated financial statements. Such
information is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the consolidated financial statements. The information has been
subjected to the auditing procedures applied in the audit of the consoclidated financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the consolidated financial statements or to the consolidated
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly stated, in all material
respects, in relation to the consolidated financial statements as a whole. The consolidating statement of
financial position as of December 31, 2013 and the related consolidating statement of activities for the year then
ended were subjected to auditing procedures applied in the December 31, 2013 audit of the basic financial
statements by other auditors, whose report on such information stated that it was fairly stated in all material
respects in relation to the December 31, 2013 consolidated financial statements as a whole.

BquTrH7 \/?fwa mev_/ L2

Chicago, lllinois
May 22, 2015
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GIGI'S PLAYHOUSE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As of and for the Years Ended December 31, 2014 and 2013

NOTE 1 - Nature of Activities

GiGi's Playhouse, Inc. and Subsidiaries (the "Organization") are Down syndrome achievement and
educational centers. The Organization provides national awareness campaigns, educational programs,
activities, resources and support for individuals of all ages with Down syndrome, their families and the
community.

NOTE 2 - Summary of Significant Accounting Policies

Basis of Presentation

The financial statement presentation follows the recommendation of the Not-for-Profit Entities topic of the
Financial Accounting Standards Board Accounting Standards Codification. Under this topic, the
Organization is required to report information regarding its financial position and activities according to
three classes of net assets: unrestricted net asses, temporarily restricted net assets and permanently
restricted net assets, if applicable. Accordingly, the net assets of the Organization are classified in the
accompanying financial statemetns in the categories that follow

Permanently Restricted Net Assets - Net Assets subject to donor-imposed stipulations that
they be maintained permanently by the Organization. Generally, the donors of these assets
permit the Organization to use all or part of the income earned on related investments for general
or specific purposes.

Temporarily Restricted Net Assets - Net assets subject to donor-imposed stipulations that will
be met by action of the Organization or the passage of time or both.

Unrestricted Net Assets - Net assets not subject to donor-imposed stipulations.
Principles of Consolidation

All significant intercompany balances and transactions are eliminated in consolidation. For the years

ended December 31, 2014 and 2013 the Organization consolidated financial information on an annual
basis.

The consolidated financial statements of GiGi's Playhouse, Inc. for the vyear ended
December 31, 2014 and 2013 included the activities of GiGi's Playhouse-Hoffman Estates, LLC, GiGi's
Playhouse-Chicago, LLC, GiGi's Playhouse-McHenry, LLC, GiGi's Playhouse-Fox Valley LLC, GiGi's
Playhouse-Sioux City, LLC, GiGi's Playhouse-Rockford, LLC, GiGi's Playhouse-Des Moines, LLC, GiGi's
Playhouse-Atlanta, LLC, GiGi's Playhouse-New York City, LLC, GiGi's Playhouse-Quad Cities, LLC,
GiGi's Playhouse-Bradley, LLC, GiGi's Playhouse-Syracuse, LLC, GiGi's Playhouse-Twin Cities, LLC,
GiGi's Playhouse-Nashville, LLC, GiGi's Playhouse-Oak Forest, LLC and GiGi's Playhouse-Madison,
LLC.

The consolidated financial statements of GiGi's Playhouse, Inc. for the year ended December 31, 2014
also included activities of the following entities which opened during 2014: GiGi's Playhouse-Cedar
Rapids, LLC, GiGi's Playhouse-Indianapolis, LLC, GiGi's Playhouse-Milwaukee, LLC, GiGi's Playhouse-
El Paso, LLC, GiGi's Playhouse-Hillsborough, LLC, GiGi's Playhouse-Phoenix, LLC, and GiGi's
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GIGI'S PLAYHOUSE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As of and for the Years Ended December 31, 2014 and 2013

NOTE 2 - Summary of Significant Accounting Policies (cont)

Playhouse-Westchester, LLC.
Cash and Cash Equivalents

The Organization considers cash on hand and all highly liquid debt instruments purchased with a maturity
of three months or less to be cash equivalents.

The Organization places its cash with a high quality credit institution. At times, such cash may be in
excess of the Federal Depository Insurance Corporation insurance limit. The Organization routinely
assesses the financial strength of its banking institution and, as a consequence, believes that its cash
credit risk exposure is limited.

Certificates of Deposit

The Organization had investments in certificates of deposit at December 31, 2014 and 2013. Due to the
short-term nature of these investments, there is not material exposure to changes in the fair value as a
result of changes in interest rates and the certificates of deposit are therefore recorded at cost.

Inventories

Inventories are stated at the lower of cost or market. Cost is determined based upon the first-in-first-out
method. Inventories are recorded for the Organization's stock of logo merchandise items such as t-shirts,
sweatshirts and hats as well as calendars and are considered finished goods. These items are held for
resale to provide additional fundraising for the Organization. If considered necessary, a provision for
potentially obsolete or slow moving inventory would be estimated and recorded based on inventory levels
and management’s judgment. No such provision was recorded at December 31, 2014 or 2013.

Investments Securities

Investment securities are reported at fair value with unrealized gains or losses reported as a separate
component of net assets, net of the related deferred income tax effect. Interest on debt securities is
recognized in income as earned, and dividends on marketable equity securities are recognized in income
when declared. Realized gains or losses when assets are sold are included in income.

Investments Valuation and Income Recognition

Investments are reported at fair value. Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the measurement date.

Purchases and sales of securities are recorded on a trade-date basis. Interest income is recorded on the

accrual basis. Dividends are recorded on the ex-dividend date. Net appreciation includes the
Organization's gains and losses on investments bought and sold as well as held during the year.

Page 10



GIGI'S PLAYHOUSE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As of and for the Years Ended December 31, 2014 and 2013

NOTE 2 - Summary of Significant Accounting Policies (cont)

Pledges Receivable

Promises to give are shown net of discount to present value. Current pledges receivable are deemed to
be collectible in one year or less and long-term pledges receivable are deemed to be collectible in one to
five years.

Property and Equipment

Property and equipment are stated at cost, if purchased, or at estimated fair market value on the date
received if donated, less accumulated depreciation. Major improvements and renewals are capitalized,
while maintenance and repairs which do not improve or extend the life of the respective assets, are
expensed currently. For financial reporting purposes, depreciation is computed using the straight-line
method over the estimated useful lives of the assets as follows:

Equipment 3 -7 years
Furniture and fixtures 5-15years
Buildings and improvements 5 -39 years

The Organization typically capitalizes purchases of property and equipment with a cost of over $1,000.
Impairment of Long-Lived Assets

The Organization reviews long-lived assets, including property and equipment, for impairment whenever
events or changes in business circumstances indicate that the carrying amount of an asset may not be
fully recoverable. An impairment loss would be recognized when the estimated future cash flows from
the use of the asset are less than the carrying amount of that asset. To date, there have been no such
losses.

Temporarily Restricted Funds

Grants and other contributions of cash and other assets are reported as temporarily restricted support if
they are received with donor stipulations that limit the use of the donated assets. Contributions received
with donor-imposed restrictions that are met in the same year in which the contributions are received are
classified as unrestricted contributions.

At December 31, 2014 and 2013, temporarily restricted funds were allocated based upon donor-imposed
restrictions associated with certain grant agreements. These restricted funds will be released as
unrestricted funds upon the occurrence of time or certain events being met.
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GIGI'S PLAYHOUSE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As of and for the Years Ended December 31, 2014 and 2013

NOTE 2 - Summary of Significant Accounting Policies (cont)

Income Taxes

GiGi's Playhouse, Inc. and Subsidiaries, an lllincis not-for-profit corporation, is exempt from income tax
under Section 501 (c)(3) of the U.S. Internal Revenue Code and applicable state law, except for taxes
pertaining to unrelated business income, if any. The Organization has been classified as a publicly
supported organization that is not a private foundation under Section 509 (a) of the Code. During the
years ended December 31, 2014 and 2013, the Organization has no taxable unrelated business income.

The Organization has adopted the Accounting Standard on Accounting for Uncertainty in Income Taxes,
which addresses the determination of whether tax benefits claimed or expected to be claimed on a tax
return should be recorded in the financial statements. Examples of tax positions include the tax-exempt
status of the Organization and the continued tax exempt status of various positions related to the
potential sources of unrelated business taxable income (UBIT). At December 31, 2014 and 2013, there
were no unrecognized tax benefits identified or recorded as liabilities.

Revenue Recognition

The Organization receives revenue from the sale of logo merchandise such as t-shirts, sweatshirts and
hats as well as calendars. Revenue and the corresponding credit card or accounts receivable is
recognized at the time the merchandise is sold.

GiGi's Playhouse, Inc. and Subsidiaries reports gifts of cash and other assets as restricted support if they
are received with donor stipulations that limit the use of the donated assets. When a donor restriction
expires, temporarily restricted net assets are reclassified to unrestricted net assets and reported in the
statement of activities as net assets released from restrictions. Donor-restricted contributions whose
restrictions are met in the same reporting period are reported as unrestricted support.

Contributions

Contributions are generally available for unrestricted use in the related year unless specifically restricted
by the donor.

Contributions of donated noncash assets are recorded at their estimated fair market values in the year
received. Contributions of donated services that create or enhance nonfinancial assets or that require
specialized skills, are provided by those individuals possessing those skills, and would typically need to
be purchased if not provided by donation, are recorded at their fair values in the year received. Donated
services recorded by the Organization during the years ended December 31, 2014 and 2013 include
legal services provided by an attorney for general consultation, certain technical services for various
special events, and services provided by a professional photographer and graphic designer in production
of calendars available for sale during the year.
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GIGI'S PLAYHOUSE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As of and for the Years Ended December 31, 2014 and 2013

NOTE 2 - Summary of Significant Accounting_; Policies (cont)

In-kind contributions income includes $62,146 and $199,055 of contributed services for the year ended
December 31, 2014 and 2013, respectively.

Over 3,343 and 3,270 people volunteered at the various locations for the year ended December 31, 2014
and 2013, respectively. Community members volunteer as administrative assistants, advisors, event
coordinators, teachers, etc. A dollar valuation of their effort is not reflected in the financial statements
because it does not meet the criteria for recognition. The value of these services is not readily
determinable.

Advertising

Advertising/marketing costs are charged to expense in the period incurred. During the years ended
December 31, 2014 and 2013 advertising expense was $50,517 and $45,796, respectively.

Shipping and Handling Costs

Shipping and handling fees that are billed to customers are included in merchandise income.
Shipping and handling costs incurred by the Organization are included in postage and delivery
expenses.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles in the
United States of America 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 that also affect revenues and expenses during the reporting period. Actual
results could differ from those estimates. For example, in these financial statements, estimates are used
for the value of donated goods and services, the allowance for doubtful accounts, and for the useful life of
depreciable assets.

Recent Accounting Pronouncements

The FASB created a Not-for-Profit Advisory Committee to provide focused input and feedback to the
FASB on the industry. This includes analysis of existing guidance, current and future issues and to assist
the FASB Board in its communication of standards and guidance to the notforprofit sector. The projects
on its agenda include:

o Review of not-for-profit financial statement presentation

. Research the other means of communication in which not-for-profits share their financial
story with donors, creditors, and other stakeholders to determine if there are best
practices the FASB should promote

o Accounting for government assistance

The Committee issued an exposure draft related to not-for-profit financial statement reporting during April
2015 and the comment period is open until August 2015.
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GIGI'S PLAYHOUSE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As of and for the Years Ended December 31, 2014 and 2013

NOTE 3 - Investment Securities (cont)

The following schedule summarizes the investment return and its classification in the statement of
activities for the years ended December 31:

2014 2013
Interest income $ 1,196 $ 1,793
Unrealized loss - (3,555)
Realized loss (1) (633)

$ 1,195 % (2,3995)

NOTE 4 - Fair Value Measurements

As defined in the accounting standards, fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the measurement date.
The fair value hierarchy ranks the quality and reliability of the information used to determine fair values.
Assets and liabilities measured, reported and/or disclosed at fair value will be classified and disclosed in
one of the following three categories:

Level 1 - Inputs to the valuation methodology are unadjusted quoted market prices for identical
assets in active markets that the Organization has the ability to access.

Level 2 - Observable market based inputs or inputs that are corroborated by market data. Inputs
to the valuation methodology include

guoted prices for similar assets or liabilities in active markets;

guoted prices for identical or similar assets or liabilities in inactive markets;
inputs other than quoted prices that are cbservable for the asset or liability;
inputs that are derived principally from or corroborated by observable market
data by correlation or other means.

Level 3 - Inputs that are unobservable and not corroborated by market data.

Tranfers in and out of Level 1, Level 2, and Level 3 are recognized on the period beginning date. 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 techniques used need to
maximize the use of observable inputs and minimize the use of uncbservable inputs.

The Organization is invested in equity securities and fixed income securities where quoted market prices
for identical securities are available in an active market. As such, these investments are classified within
Level 1 of the valuation hierarchy.

There were no changes in the methodologies used at December 31, 2014 and 2013.

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
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GIGI'S PLAYHOUSE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As of and for the Years Ended December 31, 2014 and 2013

NOTE 4 - Fair Value Measurements (cont)

methodologies or assumptions to determine the fair value of certain financial instruments could result in a
different fair value measurement at the reporting date.

Assets at Fair Value at December 31, 2013

(Level 1) (Level 2) (Level 3) Total
Equity securities $ 20220 % -3 - $ 20,220
Fixed income securities 25.024 - - 25,024
3 45,244 $ - 9 - $ 45,244

NOTE 5 - Deferred Revenue

During the year ended December 31, 2013, the Organization recorded temporarily restricted deferred
revenue of $24,138. These assets are considered deferred as they contain a certain time or purpose
restriction that was not expired or met at December 31, 2013. During the year ended December 31,
2013, the Organization recorded unrestricted deferred revenue of $31,005. The related assets are
considered unrestricted as they consist of certain grant and contribution revenue to be used in general
operational activities in the following year. Deferred revenue in total amounted to $55,143 at December
31, 2013. No unrestricted or temporarily restricted deferred revenue was recorded at December 31, 2014,

NOTE 6 - Long-term Debt

On October 28, 2014, the Organization entered into a mortgage loan agreement with a revolving line of
credit for $400,000 with a bank for the purchase of a building in Des Moines. The note matures on
October 28, 2019. The interest rate on this note was 4.25% at December 31, 2014. The principal and
interest on the note shall be repaid in monthly installments of $2,491 through September 28, 2019. A final
installment of principal will be made on October 28, 2019 in the amount necessary to repay any unpaid
principal loan balance at that time. Interest expense incurred for the year ended December 31, 2014 was
$2.877.

At December 31, 2014, the Company was not subject to any compliance requirements associated with
restrictive financial covenants of its bank loan.

Annual maturities of long-term debt at December 31, 2014 are as follows:

2015 $ 13,002
2016 13,526
2017 14,168
2018 14,791
2019 276,215

$ 331702
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GIGI'S PLAYHOUSE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As of and for the Years Ended December 31, 2014 and 2013

NOTE 7 - Special Event Income

During the years ended December 31, 2014 and 2013, the Organization held various special events. The
events included the | Have A Voice Gala, 5K Fun Run, a golf outing, fashion shows, bike rides, bingo,
Awareness Walk and others.

NOTE 8 - Functional Allocation of Expenses

During the years ended December 31, 2014 and 2013, the Organization performs an allocation of
functional expenses to the following categories: program services, management and general, and
fundraising. The allocation is made based upon utilization of internal and external resources of the
Organization.

NOTE 9 - Operating Leases

The Organization has noncancelable operating leases for buildings and office equipment. These leases
expire at various dates through October 2023. Rental expense for the years ended
December 31, 2014 and 2013 were $584,942 and $388,485, respectively.

At December 31, 2014, future minimum rental payments related to these leases are as follows:

2015 $ 441,589
2016 368,745
2017 289,728
2018 169,062
2019 131,746
Thereafter 378,946
Total $ 1,779,816

NOTE 10 - Line of Credit

The Organization had a revolving line of credit agreement with a bank which expired during March 2014.
The line of credit was renewed on March 19, 2014. The interest rate charged on the outstanding balance
is prime plus one-half of one percent. The maximum amount available under the line-of-credit was
$250,000 and $400,000 at December 31, 2014 and 2013, respectively. The note is collateralized by
substantially all of the Organization's assets. There was no outstanding balance on the line-of-credit at
December 31, 2014 and 2013.
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GIGI'S PLAYHOUSE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As of and for the Years Ended December 31, 2014 and 2013

NOTE 11 - Subsequent Events

The Organization has evaluated events which occurred after the balance sheet date through the date the
financial statements were available for issuance as of May 22, 2015.

On January 12, 2015, the Organization dissolved GiGi's Playhouse-Hoffman Estates, LLC (lllinois). The

net assets of GiGi's Playhouse-Hoffman Estates, LLC (lllinois) were transferred at historical book values
to Gigi's Playhouse, Inc. (lllinois) upon dissolution.
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