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Site Acceptance Form
FRANCHISEE: 

FRANCHISE #: 

PROPOSED SITE: 

By signing below, I hereby certify as follows: 

1. I have personally visited the Proposed Site and reviewed all necessary demographic 
information. I understand that any demographic information that may have been provided to me 
by TLE was produced by third party sources, and TLE does not make any representation or 
warranty as to the accuracy or completeness of such information. I have relied upon my own due 
diligence in agreeing to be Matched to the Proposed Site. 

2. I am satisfied with my due diligence of the Proposed Site and agree that it qualifies as a Suitable 
Site in accordance with the terms of my Site Development Service Charge Addendum (even if 
such Site is outside of my target location, as noted in my Franchise Agreement). As such, I accept 
and agree to be Matched to the Proposed Site. 

3. In addition, I understand that: (i) at the time of signing this Site Acceptance Form, Franchisor or its 
affiliates may not have secured or finalized a written lease agreement for the Proposed Site; (ii) the 
Proposed Site may not have, and may never obtain, all governmental approvals necessary to 
develop the Proposed Site as a TLE Center; (iii) Franchisor’s affiliate has the absolute authority 
pursuant to the Site Development Service Charge Addendum to execute an amendment to any 
secured and finalized written lease agreement for the Proposed Site in order to maintain the tenant’s 
rights to the Proposed Site thereunder, which may include but not be limited to amendments to the 
rental amounts therein; and (iv) Franchisor’s affiliate has the absolute authority pursuant to the Site 
Development Service Charge Addendum to execute an amendment to any secured and finalized 
written lease agreement for the Proposed Site in order to maintain the tenant’s rights to the Proposed 
Site thereunder, which may include but not be limited to amendments to the rental amounts therein; 
and (iv) the Franchisor does not warrant that the Proposed Site will ever be secured or developed as 
a TLE Center. Notwithstanding the foregoing, I hereby represent, warrant and agree that by 
executing this Site Acceptance Form, I hereby agree to be Matched to the Proposed Site, as such 
term is defined in the Site Development Service Charge Addendum that I have executed. 

In the event that the Proposed Site is not secured and developed, a new Suitable Site may be 
presented to me in accordance with the terms of the Site Development Service Charge Addendum. 
I understand, acknowledge and agree that the Site Development Service Charge Addendum 
governs the Matching of the Proposed Site. 

Date: FRANCHISEE: By: 

By: 

APPROVAL BY FRANCHISOR: 
The Learning Experience Systems LLC 

By: 
Name: 
Title: 
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Telephone Numbers and Listings

Vendor Contracts
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Numbers and Listings

Vendor Contracts
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Year 
Rent
Sq Ft Annual Rent Monthly Increase

* Subject to Section 3.2 

Year 
Rent
Sq Ft 

Annual
Rent Monthly Increase
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The mailing, delivery or negotiation of 
this Lease by either party or its agents shall not be deemed an offer by 
such party to enter into this Lease or to enter into any other 
relationship with the other, whether on the terms contained herein or 
on any other terms. This Lease shall not be binding upon the parties, 
and neither party shall have any rights or obligations to the other, 
unless and until this Lease has been duly executed and delivered by 
both Landlord and Tenant. Until such execution and delivery of this 
Lease, either party may terminate negotiations and discussion of the 
subject matters of the Lease, without cause and for any or no reason, 
without recourse or liability. 
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Note: This is applicable only where a Franchisee obtains an SBA Loan. 
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Franchise #___ 

RECITALS:
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By The Franchisee Party

By the Franchisor.
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[Signature page follows] 
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The Learning Experience® Systems, LLC 
Financial Statements

December 31, 2022 and 2021 

With Independent Auditor’s Report
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INDEPENDENT AUDITOR’S REPORT 

To the Board of Directors and Member of 
The Learning Experience® Systems, LLC: 

Opinion 

We have audited the accompanying financial statements of The Learning Experience® Systems, LLC (the “Company”), 
which comprise the balance sheets as of December 31, 2022 and 2021, and the related statements of income and 
changes in member’s capital, and cash flows for the years ended December 31, 2022, 2021 and 2020, and the related 
notes to the financial statements. 

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of 
The Learning Experience® Systems, LLC as of December 31, 2022 and 2021, and the results of its operations and 
its cash flows for the years ended December 31, 2022, 2021 and 2020 in accordance with accounting principles 
generally accepted in the United States of America. 

Basis of Opinion 

We conducted our audits in accordance with auditing standards generally accepted in the United States of America 
(“GAAS”). Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the 
Audit of the Financial Statements section of our report. We are required to be independent of The Learning 
Experience® Systems, LLC and to meet our other ethical responsibilities, in accordance with the relevant ethical 
requirements relating to our audits. We believe that the audit evidence we have obtained is sufficient and appropriate 
to provide a basis for our audit opinion. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in accordance with 
accounting principles generally accepted in the United States of America, and for 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. 

In preparing the financial statements, management is required to evaluate whether there are conditions or events, 
considered in the aggregate, that raise substantial doubt about The Learning Experience® Systems, LLC’s ability to 
continue as a going concern for one year after the date that the financial statements are available to be issued. 

Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. 
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee 
that an audit conducted in accordance with GAAS will always detect a material misstatement when it exists. The risk 
of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may 
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements 
are considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence 
the judgment made by a reasonable user based on the financial statements. 
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In performing an audit in accordance with GAAS, we: 

Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

Obtain an understanding of internal control relevant to the audit 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 Learning Experience® Systems, LLC’s internal control. Accordingly, no such opinion is expressed.

Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about The Learning Experience® Systems, LLC’s ability to continue as a going concern for
a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit, significant audit findings, and certain internal control–related matters that we identified 
during the audit. 

March 15, 2023 
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31-Dec-22 31-Dec-21

Assets

Current assets
Cash and cash equivalents 7,818,268$      4,570,684$   
Accounts receivables, net of allowance for doubtful accounts 3,408,273     2,610,874 
Franchise fees receivable 3,359,813     2,595,142 
Prepaid expenses 1,113,957     1,802,484 
Notes receivable, current portion 634,112      588,410  

Total current assets 16,334,423  12,167,594  

Other assets
Notes receivable, long-term, net 3,239,097 4,147,824 
Prepaid expenses 1,862,431 1,857,039 
Property and equipment, net 5,614,997 4,656,378 
Goodwill 67,104,437  67,104,437  
Other intangible assets, net 55,800,327  53,696,239  

Total other assets 133,621,289  131,461,917  

Total Assets 149,955,712$  143,629,511$  

Liabilities and Member's Capital

Current liabilities
Accounts payable and accrued expenses 4,213,642$      4,186,803$   
Other fees payable 245,000    519,999  
Current portion of long-term debt 1,040,177 --  
Capital expenditures payable 2,082,214 1,768,567 
Unearned revenue 3,447,260 3,352,019 

Total current liabilities 11,028,293  9,827,388 

Other liabilities
Unearned revenue 14,657,902  7,492,605 
Deferred rent --  187,997  
Security deposits 8,281,877 7,309,997 
Long-term debt 1,859,695 --  

Total other liabilities 24,799,474  14,990,599  
Total liabilities 35,827,767  24,817,987  

Member's capital 114,127,945  118,811,524  

Total Liabilities and Member's Capital 149,955,712$  143,629,511$  
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2022 2021 2020

Revenues
Royalties 33,743,118$        21,582,871$        12,985,393$     
Franchise and related fees 10,458,128         9,609,511            5,739,754        
Other 7,435,799           5,298,358            3,633,742        
  Total revenues 51,637,045         36,490,740          22,358,889       

Operating expenses
Selling, general and administrative 25,272,963         17,643,180          14,995,316       
Amortization and depreciation 5,537,430           5,333,332            5,132,148        
  Total operating expenses 30,810,393         22,976,512          20,127,464       

Income from operations 20,826,652         13,514,228          2,231,425        

Other (income) expense
Interest income, net (334,261)             (214,372)              (120,568)          
Deferred rent -                     39,459                54,892             
Legal settlements 25,000                250                     73,106             
Loan reserves 217,374              603,813               95,426             
  Total other (income) expense (91,887)               429,150               102,856           

Net income 20,918,539         13,085,078          2,128,569        

Member's capital, beginning of period 118,811,524        125,561,934        129,456,030     

Equity based compensation (see Note 9) 549,025              272,108               257,180           
Distributions to Parent (26,151,143)        (20,107,596)         (6,279,845)       

Member's capital, end of period 114,127,945$      118,811,524$       125,561,934$   
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2022 2021 2020

Cash flows from operating activities
Net income 20,918,539$     13,085,079$     2,128,569$       
Adjustments to reconcile net income to net cash

provided by operating activities
Amortization and depreciation 5,537,430        5,333,332        5,132,148        
Deferred rent (187,997)          39,459             54,891             
Interest on notes receivable --                 --                 (5,696)              
Bad debt and loan reserves 316,391           727,085           523,290           
Equity based compensation 549,025           272,108           257,180           
Change in

Accounts receivable (896,416)          (1,077,931)       306,686           
Franchise fees receivable (764,671)          (3,720,906)       (408,817)          
Prepaid expenses 321,966           (1,102,581)       (577,322)          
Accounts payable and accrued expenses 26,839             2,014,733        (614,805)          
Other fees payable (274,999)          24,999             (40,000)            
Unearned revenue 7,260,539        2,323,038        (341,578)          
Security deposits payable 971,880           1,098,265        (22,292)            

Net cash provided by operating activities 33,778,526       19,016,680       6,392,253        

Cash flows from investing activities
Issuance of notes receivable (532,182)          (631,310)          (505,537)          
Repayment of notes receivable 1,177,832        1,862,996        998,150           
Purchases of property and equipment (2,589,096)       (1,600,731)       (1,138,662)       
Acquisition of other intangibles (2,500,000)       --                 --                 
Capital expenditures payable 313,647           (420,092)          564,785           

Net cash used in investing activities (4,129,799)       (789,137)          (81,264)            

Cash flows from financing activities
Payment of long-term debt (250,000)          --                 (125,000)          
Distributions to parent, net (26,151,143)      (19,611,976)      (6,279,845)       

Net cash used in financing activities (26,401,143)      (19,611,976)      (6,404,845)       

Change in cash, cash equivalents and restricted cash 3,247,584        (1,384,433)       (93,855)            

Cash, cash equivalents and restricted cash
Beginning of period 4,570,684        5,955,117        6,048,972        
End of period 7,818,268$       4,570,684$       5,955,117$       

Supplemental disclosure of cash flow information
Cash paid during the period for

Income taxes --$               --$               --$               
Interest --$               --$               --$               

Supplemental disclosure of non-cash investing and financing activities
Conversion of accrued franchise fees receivable into notes receivable --$               3,415,831$       368,750$         
Acquisition of other intangibles through the issuance of loan payable 3,149,872$       --$               --$               
Other non-cash distributions to Parent --$               (495,620)$        -$                
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1. Description of Business 

 
The Learning Experience® Systems, LLC (the “Company” or “TLE Systems”) was organized in April 2003 to 
engage in the business of franchising, design, and supervising the development of education-based childcare 
learning centers (Learning Centers) under the trade name “The Learning Experience® Academies of Early 
Education.”  The Company is a wholly-owned subsidiary of The Learning Experience Corp. (the “Parent” or 
“TLE Corp.”).   
 
The Company is committed to social and emotional development through its consistent, high-quality 
curriculum and teaching methodology that is used system-wide. The Company pursues growth by 
establishing franchise sales in major metro markets nationally and primarily on the East Coast, Texas, 
Colorado, Illinois, Wisconsin, California, Oklahoma, Tennessee, New Mexico, Michigan, Washington and 
Florida at the current time.  The following represents a summary of franchised centers and corporate-owned 
centers by the Parent for the period / years ended: 
 

 
 
 
The Learning Experience® Systems, LLC, the Parent, and other affiliates intend to expand the number of 
Learning Centers through a combination of new franchise sales, with both new franchisees and existing 
franchisees seeking additional centers and corporate-owned centers.  The Company does not have any one 
franchisee that currently owns more than fifteen franchises and as such, has no reliance on any one franchise 
operator that could impact the Company’s growth.   
 
The franchise agreement provides for an initial term of fifteen years commencing on the opening date of the 
franchise and is extendable for up to three additional five-year terms provided the franchisee meets certain 
conditions as defined in the agreement.  

  

2022 2021 2020

Franchisees under contract, beginning of the year 371                 326                 309                 
New contracts during the year 145                 68                   29                   
Terminated contracts during the year (9)                    (12)                  (9)                    
Franchised centers closed during the year (1)                    (6)                    (8)                    
Corporate-owned centers sold to franchisees 2                     -                  9                     
Franchised centers re-acquired by Parent (2)                    (5)                    (4)                    
Franchisees under contract, end of the year 506                 371                 326                 

Franchised centers operating, beginning of the year 290                 265                 242                 
Franchised centers opened during the year 22                   36                   26                   
Franchised centers closed during the year (1)                    (6)                    (8)                    
Corporate-owned centers sold to franchisees 2                     -                  9                     
Franchised centers re-acquired by Parent (2)                    (5)                    (4)                    
Franchised centers operating, end of the year 311                 290                 265                 

Corporate-owned centers 39                   34                   24                   

Total centers operating 350                 324                 289                 
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The Company has numerous relationships with affiliates, which are primarily wholly-owned by the Parent that 
are directly related to the conduct, operation, and development of its business.  Among these relationships 
are the following:  a) licensing agreements with MWR Holdings (“MWR”) for the rights by the franchisee to 
use certain proprietary products, b) ComRealty, LLC and ComRealty Group, LLC are responsible for 
negotiating lease terms with the landlords and receive a brokerage fee and c) various affiliates, which have 
been or will be organized specifically to hold the lease of the property in which the franchisee’s operations 
are located until such time it is assigned to the franchisee. 
 
Certain other affiliates’ leases may be partially guaranteed by the Parent.  Upon substantial completion of site 
development, the lease is assigned to the franchisee through a standard form of the Company known as an 
Assignment and Assumption Agreement. 
 
The franchise agreement provides for cross defaults if a franchisee defaults on the lease and/or the franchise 
agreement. The Company believes that this gives greater security to the Company to have the opportunity to 
evict the franchisee in the event of a franchise default. 

 
2. Summary of Significant Accounting Policies 

 
Significant accounting policies followed by the Company in the preparation of the accompanying financial 
statements are summarized as follows: 
 
Cash, Cash Equivalents and Restricted Cash 
The Company considers all highly liquid debt instruments purchased with a maturity of three months or less 
at the time of acquisition to be cash equivalents. 
 
Cash held related to the advertising fund classified within cash.  The Company intends to use these funds 
solely to support the advertising fund rather than to fund operations. Total cash balances related to the 
advertising fund as of December 31, 2022 and 2021 amounted to approximately $1,288,000 and $758,000, 
respectively. 
 
Property and Equipment 
Property and equipment are recorded at cost.  Depreciation is provided on the straight-line method over the 
estimated useful lives of the respective assets, generally two to five years for furniture, fixtures and equipment, 
three years for software and the lesser of the estimated useful life of the asset or the lease term for leasehold 
improvements. 

 
Maintenance and repairs are charged to expense as incurred; major renewals and betterments are capitalized. 
When items of property or equipment are sold or retired, the related cost and accumulated depreciation are   
removed from the accounts and the resulting gain or loss is included in income. 

 
Intangible Assets 
Identifiable intangible assets acquired in a business combination are recognized and reported separately from 
goodwill.  Intangible assets acquired in an asset acquisition are recognized using the cost accumulation 
model. 

 
Intangible assets with a finite life are amortized over their estimated useful life.  Intangible assets with an 
indefinite life are not amortized but are reviewed annually for impairment in accordance with ASC 350 
Goodwill and Other Intangible Assets. 

 
For goodwill and intangible assets not subject to amortization, the Company first performs a qualitative 
assessment to determine if the fair value of the reporting unit is more likely than not greater than the carrying 
amount. In the event the Company were to determine that a reporting unit's carrying value would more likely 
than not exceed its fair value, quantitative testing would be performed which consists of a comparison of each 
reporting unit’s fair value to its carrying value. The fair value of a reporting unit is an estimate of the amount 
for which the unit as a whole could be sold in a current transaction between willing parties. If the carrying 
value of a reporting unit exceeds its fair value, goodwill and/or intangible assets not subject to amortization, 
is written down to its implied fair value. 
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Impairment or Disposal of Long-Lived Assets 
The Company assesses the impairment of long-lived assets under the standard relating to accounting for the 
impairment or disposal of long-lived assets whenever events or changes in circumstances indicate that the 
carrying value may not be recoverable.  For long-lived assets to be held and used, the Company recognizes 
an impairment loss only if the carrying amount is not recoverable and exceeds its fair value.  The carrying 
amount of the long-lived asset is not recoverable if it exceeds the sum of the undiscounted cash flows 
expected to result from the use and eventual disposal of the asset.  The Company has concluded that no 
impairment occurred for its long-lived assets during the periods presented within these financial statements. 
 
Deferred Rent 
The Parent’s operating space lease agreements include lease incentives and lease escalations throughout 
their respective terms.  Prior to the adoption of Accounting Standard Update (“ASU”) 2016-02 “Leases (Topic 
842)”, the Parent allocated the Company its share of deferred rent attributable to recognizing rent expense 
on a straight-line basis over the term of the Parent’s lease which resulted from the differences between 
amounts paid and amounts charged to expense. As a result of the Company’s adoption of ASU 2016-02, the 
deferred rent balance as of January 1, 2022 was eliminated.   
 
Concentration of Credit Risk 
The Company maintains cash balances at financial institutions which at times may exceed the amount insured 
by the Federal Deposit Insurance Corporation.  Management monitors the soundness of the institutions and 
has not experienced any losses to date with these institutions. 

 
Use of Estimates 
The preparation of financial statements in conformity with accounting principles generally accepted 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 the reported amounts of revenues and expenses during the reporting periods.  Actual results 
could differ from those estimates.  Significant estimates included in the preparation of these financial 
statements include the classification between current and non-current liabilities for unearned revenue, the 
methodologies used to determine the fair values of share-based compensation, and the estimated useful lives 
of intangible assets.   
 
Advertising Costs 
Advertising costs are charged to activities when incurred.  Advertising expense amounted to approximately 
$5,072,000, $4,210,000, and $2,578,000 for the years ended December 31, 2022, 2021 and 2020, 
respectively. 

 
Revenue Recognition 
Revenue is recognized in accordance with a five-step revenue model, as follows: identifying the contract with 
the customer; identifying the performance obligations in the contract; determining the transaction price; 
allocating the transaction price to the performance obligations; and recognizing revenue when (or as) the 
Company satisfies a performance obligation. 
 
The Company sells individual franchises which  typically require the franchisee to pay initial nonrefundable 
franchise fees prior to opening the respective Learning Centers and continuing fees, or royalty income, on a 
monthly basis based upon a percentage of franchisee gross revenue. The initial term of franchise agreements 
is typically 15 years with renewal options available.  
 
In addition to the franchise license granted, the Company has identified two additional performance 
obligations for each individual Learning Center, 1) delivery and setup of furniture, fixture, and equipment 
(“FF&E”), and 2) initial live management training for the franchisee.  Initial franchise fees and market entry 
fees for each arrangement are allocated to each Learning Center and recognized over the term of the 
respective franchise agreement from the date of the Learning Center opening.  Revenue is recognized for 
delivery and setup of FF&E and the initial live management trainings at the time the services are provided. 
Royalty income is also recognized over the term of the respective franchise agreement based on the royalties 
earned each period as the underlying franchisee sales occur.  
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Renewal fees, if any, are generally recognized over the renewal term for the respective Learning Center from 
the start of the renewal period. Transfer fees are recognized over the remaining term of the franchise 
agreement beginning at the time of transfer.   
 
Franchisees are required to sign an addendum to the franchise agreement with respect to the location and 
construction of the Learning Center.  Franchisees have the choice of either (a) having the Company provide 
the franchisee with a turnkey Learning Center through the execution of a Site Development Service Charge 
Addendum (“SDSC agreement”), or (b) selecting and building their own Learning Center with the approval of 
the Company through the execution of the Site Coordination addendum (“SC agreement”).  The Company 
has identified various performance obligations within the SDSC agreement including identification of a 
suitable location, site plan approval from the local municipality, substantial completion of construction 
drawings, site permit or building permit and receipt of certificate of occupancy.  The Company recognizes 
revenue as the performance obligations associated with the SDSC agreement are satisfied.   
 
Franchise agreements typically require the franchisee to pay continuing advertising fees on a monthly basis 
based on a percentage of franchisee gross revenue, which represents a portion of the consideration received 
for the single performance obligation of the franchise license.  Continuing advertising fees are recognized 
over the term of the respective franchise agreement based on the fees earned each period as the underlying 
sales occur. 
 
Fees received or receivable that are expected to be recognized as revenue within one year are classified as 
current unearned revenue in the balance sheets. 
 
Security Deposits 
As part of the final closing process for the franchisees to open for business, they are required to sign an 
Assignment and Assumption of Lease Agreement.  One of the stipulations of the agreement is that they post 
a Security Deposit with the Company in an amount equal to the greater of the security deposit required under 
the lease, if any, or two month’s base rent under the lease.  The Company holds the security deposit for the 
term of the franchise agreement. 
 
Accounts Receivables 
Accounts receivables are unsecured and primarily consist of royalties due from franchisees. The Company 
monitors the financial condition of franchisees and records provisions for estimated losses on receivables 
when it believes that a franchisee is unable to make their required payments. While the Company uses the 
best information available in making its determination, the ultimate recovery of recorded receivables is also 
dependent upon future economic events and other conditions that may be beyond the Company’s control.  
The balance in the allowance for doubtful accounts at December 31, 2022 and 2021 was approximately 
$411,000 and $323,000, respectively. Accounts receivable are written off against the allowance for doubtful 
accounts when it is probable the receivable will not be recovered. Past due accounts are determined based 
on contractual terms with the franchisees. 
 
Franchise fees receivable are due and payable as each milestone of the development of the center is 
reached.  As each milestone is met, a distinct benefit has been met and it is deemed to be fully earned.  If 
there is a default in payment, the Company has the right to terminate the Franchise Agreement causing the 
loss of the matched center and monies paid is non-refundable. 
 
Unearned Revenue 
Unearned revenue represents all amounts paid by franchisees and received by the Company in accordance 
with the franchise agreement and prior to substantially completing the attributable service required of the 
Company.  At December 31, 2022 and 2021, unearned revenue is net of a fair value adjustment of 
approximately $199,000 both years, resulting from the application of push-down accounting in prior years. 
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Income Taxes 
Under federal tax law the Company is treated as a disregarded entity and its income or loss is included in the 
income tax returns of the consolidated tax group TLE Parent LLC.  In accordance with Accounting Standards 
Update (“ASU”) 2019-12, Income Taxes (ASC Topic 740), the Company is not required to record its allocable 
share of income tax expense since the Company is both not subject to tax and disregarded by the IRS as a 
single-member LLC.  
 
Accounting Pronouncements Adopted in the Current Year 
In February 2016, the Financial Accounting Standards Board (“FASB”) issued an ASU amending the 
accounting for leases.  The Company adopted the new standard effective January 1, 2022, using the modified 
retrospective approach. Comparative prior periods were not adjusted upon adoption, as the Company utilized 
the practical expedient available under the guidance. Further, the Company elected to implement the package 
of practical expedients, whereby the Company did not (i) reassess existing contracts for embedded leases, 
(ii) reassess existing lease agreements for finance or operating classification, or (iii) reassess existing lease 
agreements in consideration of initial direct costs. The implementation of this standard did not have a material 
impact to the balance sheets, statements of income or cash flows.  
 
Accounting Pronouncements Not Yet Effective 
In June 2016, the FASB issued ASU 2016-13 “Financial Instruments-Credit Losses” that will require the 
earlier recognition of credit losses on loans and other financial instruments based on an expected loss model, 
replacing the incurred loss model that is currently in use. Under the new guidance, an entity will measure all 
expected credit losses for financial instruments held at the reporting date based on historical experience, 
current conditions, and reasonable and supportable forecasts. The expected loss model will apply to loans 
and leases, unfunded lending commitments, held-to-maturity (HTM) debt securities and other debt 
instruments measured at amortized cost.  In November 2019, the FASB issued ASU 2019-10 extending the 
implementation of ASU 2016-13. This ASU is effective for fiscal years beginning after December 15, 2022.  
The Company is currently evaluating the effect that this pronouncement will have on its financial statements 
and related disclosures. 
 

3. Revenue Recognition 
 
Disaggregation of Revenue 
Revenues are disaggregated by timing of revenue recognition for the years ended December 31, as follows: 
 

 
  

Revenue recognized over time 2022 2021 2020
Royalty income 33,743,118$    21,582,871$     12,985,393$    
Initial franchise fees 537,680          527,013           469,986          
Advertising fees and related income 5,625,545       3,648,440        1,834,509       

39,906,343     25,758,324      15,289,888     

Revenue recognized at a point in time
SDSC and SC franchise fees 9,346,750$     8,149,885$      4,619,765$     
FF&E delivery and initial live training 528,698          932,613           650,003          
Other revenues 1,855,254       1,649,918        1,799,233       

11,730,702     10,732,416      7,069,001       
Total revenues 51,637,045$    36,490,740$     22,358,889$    
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Contract Balances 
Information about receivables and unearned revenue subject to ASC 606 as of December 31 are as follows: 
 
 

 
 

Transaction Price Allocated to Remaining Performance Obligations 
Estimated revenue expected to be recognized in the future related to initial franchisee fee performance 
obligations that are either unsatisfied or partially satisfied as of December 31, 2022 is as follows: 
 

 
 
Estimated revenue expected to be recognized in the future related to development fee performance 
obligations that are unsatisfied as of December 31, 2022 is as follows: 
 

 
 
The estimated revenue disclosed above is net of a fair value discount of approximately $199,000. 
 
The timing of recognition of future development fee revenue often times varies by the geographic location of 
the franchisee due to differences in governing by the local municipalities.  
 
(1) Represents the amount of the franchise contract that has been allocated to initial franchise fees for which 

revenue recognition has not begun. 
(2) Represents the collection of initial franchise fees, together with FF&E delivery and initial live training fees,      

as well as development fees from franchisees under existing contracts the Company cannot reasonably     
estimate when revenue will be recognized because the franchisees have not been matched to an agreed 
upon location. 

  

2022 2021 2020

Franchise fees receivable 3,359,813$     2,595,142$      2,290,067$     

Unearned revenue 18,105,162$    10,844,624$     8,521,585$     

Amount
581,994$         
569,250           
550,272           
536,383           
518,839           

2,800,152        
5,556,890$      

2024
2025
2026
2027

Thereafter
Total

Year
2023

 SDSC and SC 
franchise fees 

 FF&E 
delivery 

and initial 
live training 

 Initial 
franchise fees 

not 
substantially 
complete (1) 

 Advertising 
Fund 

 Not 
reasonably 
estimatable 

(2) Total

221,000$        1,610,877$  114,608$        448,842$         -$               2,395,327$   
930,000          1,215,223   199,593          -                  -                 2,344,816     
420,000          791,308      252,439          -                  -                 1,463,747     

-                 -             252,439          -                  -                 252,439        
-                 -             252,439          -                  -                 252,439        
-                 -             2,715,072       -                  3,323,931       6,039,003     

1,571,000$     3,617,408$  3,786,590$     448,842$         3,323,931$     12,747,771$  

2026
2027

Thereafter
Total

Year

2023
2024
2025
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Payment Terms 
Royalty income and advertising and related income is due on the first day of each month following the month 
that franchisee’s sales occur.   
 
As of December 31, 2022, the following represents the typical payment terms associated with the Company’s 
development fee revenue associated with the franchise agreements: 
 

 
 
(1) This amount is typically allocated among the following performance obligations:  i) initial franchise fee, ii)  

FF&E delivery, iii) initial live training and iv) mutually agreed upon matching of Center location. 
 

The franchise agreements include a provision to refund these fees only if various pre-conditions have been 
fully satisfied.   

 
4. Notes Receivable 

 
As of December 31, 2022 and 2021, the Company had outstanding loan agreements with various franchisees. 
The notes are negotiated and range in terms from 12 months to 10 years, with interest ranging from interest 
free to 8.00 percent over the term of the loan. Security for the notes at a minimum has been the assets of the 
franchise, personal guarantees and may or may not include further collateral of the franchisees.  The loans 
range in value from approximately $35,000 to $450,000.  At December 31, 2022 and 2021, the outstanding 
balance amounted to approximately $3,873,000 and $4,736,000, respectively, which are net of a valuation 
allowance.   

 
 
The Company assesses the collectability of each loan for impairment.  Notes receivable are carried at 
amortized cost and each note is reduced by a valuation allowance that reflects management’s best estimate 
of the amount that will not be collected. Management individually reviews all notes based on an assessment 
of current creditworthiness and estimates the portion, if any, of the balance that will not be collected.    Activity 
in the valuation allowance for the periods ended is as follows: 
 

 
 

The Company does not customarily and is not contractually required to offer financing to its franchisees and 
in the event an offer is extended, it is at the discretion of the Company. 

  

Upon execution of franchise agreement (1) 90,000$           
Upon obtaining site plan approval from local municipality 30,000             
Upon substantial completion of construction drawings 30,000             
Upon issuance of site permit / building permit 60,000             
Balance due upon certificate of occupancy 80,000             

290,000$         

December 31, December 31, December 31,
2022 2021 2020

Valuation allowance, beginning of period 955,342$        539,825$        460,833$        
Provisions 217,374          603,813          95,426            
Write-offs (434,057)         (188,296)         (16,434)           
Valuation allowance, end of period 738,659$        955,342$        539,825$        
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5. Property and Equipment 

 
 

Depreciation and amortization expense amounted to approximately $1,630,000, $1,630,000, and $1,429,000 
for the years ended December 31, 2022, 2021 and 2020, respectively. 

 
The Company is continuously developing internally developed software and information technology systems 
with various individual projects.  These costs are capitalized and depreciated beginning when they are 
complete and placed in service.  The Company incurred costs of approximately $8,254,000 and $6,216,000 
at December 31, 2022 and 2021, respectively, with accumulated amortization of these costs of approximately 
$4,742,000 and $3,915,000, respectively.  Management of the Company evaluates these projects for 
impairment on an annual basis and has determined that no impairment exists as of December 31, 2022 and 
2021. 
 

6. Intangibles 
 
A summary of intangibles is as follows at December 31: 
 

 
 

For the years ended December 31, 2022, 2021 and 2020, amortization expense amounted to approximately 
$3,907,000, $3,703,000 and $3,703,000, respectively.  
 
The estimated aggregate amortization expense for the next five years and thereafter is set forth below:  
 

 
  

December 31, December 31,
2022 2021

Furniture, fixtures and equipment 5,381,569$     4,889,583$     
Software 8,254,096       6,215,903       
Leasehold improvements 2,102,780       2,043,862       

15,738,445     13,149,348     
Less:  Accumulated depreciation and amortization (10,123,448)    (8,492,970)      
Property and equipment, net 5,614,997$     4,656,378$     

Useful Life December 31, December 31,
(Years) 2022 2021

Goodwill n/a 67,104,437$    67,104,437$   

Franchise agreements 18 66,657,400$    66,657,400$   
Re-acquired rights 14 6,011,041       -                 
Less:  Accumulated amortization (16,868,114)    (12,961,161)    

55,800,327$    53,696,239$   

Year Amount

2023 4,110,721$      
2024 4,110,721        
2025 4,110,721        
2026 4,110,721        
2027 4,110,721        

Thereafter 35,450,686      
56,004,291$    
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Reacquired Rights 
The Company treats reacquired centers and zone developer rights as asset acquisitions as substantially all 
the fair value of the gross assets acquired are concentrated in a single identifiable asset, reacquired franchise 
rights or zone developer rights.  The Board of Directors of the Company has approved a long-term growth 
strategy to selectively acquire previously granted rights to zone developers and franchise units from 
Franchisees. The acquisition of defaulted centers is not mandatory by the Company and is solely a strategy 
by the Company when it feels it can improve and create value of poor / ineffectively managed franchise 
centers.  These defaulted centers may only be held for short periods of time to stabilize and resell to other 
performing franchisees.   
 
During the year ended December 31, 2022, the Company reacquired the rights to four zone developer 
agreements which previously granted the zone developers the exclusive right within a defined territory to own 
and operate several franchised locations, market to prospective franchisees on behalf of the Company, locate 
developers for prospective locations for Learning Centers and assist the Company in managing franchisees 
within the defined territory.  Total consideration given amounted to approximately $6,011,000 of which 
$2,500,000 was paid in cash at closing, $361,000 of prepaid zone developer fees were reclassified to 
reacquired rights and $3,150,000 will be paid in accordance with an agreed upon payment schedule (see 
Note 7).   
 

7. Long-term Debt 
 
The Company has the following long-term debt agreements as of December 31, 2022 and 2021: 
 
Loan Payable – Re-acquired Rights 
During June 2022, the Company re-acquired the rights for 4 zones from a zone developer through a zone 
termination and general release agreement whereby the zone developer sold back its exclusive rights within 
a defined territory in exchange for approximately $5,650,000, of which approximately $3,150,000 was 
financed through the issuance of a note.  Included within the initial face value of the note are Earnout Rights 
available to the developer provided the developer is also the direct landlord.  There are specific markets 
where the Earning Rights apply and they are limited to 12 leases with a maximum of 3 in each 12 month 
period amounting to $100,000 per location.  The value of the earnouts was calculated assuming a 95% 
probability and discounted at 5% per year.  The Earnout Rights were initially valued at approximately 
$1,025,000.  The note is required to be repaid in 36 monthly installments (with Earnout payments extending 
out to 48 months) ranging from $38,690 to $250,000, non-interest bearing and unsecured.  The balance 
outstanding as of December 31, 2022 and 2021 amounted to $2,899,872 and $-0-, respectively.   
 
Future maturities of long-term debt amount to the following as of December 31: 
 

  
 

  

Year Amount

2023 1,040,177$ 

2024 637,677      
2025 984,647      
2026 237,371      

2,899,872$ 
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8. Related Party Transactions 

 
MWR 
The Parent and the Company have a licensing agreement for the use of certain trademarks and intellectual 
properties with MWR, a sister company of the Parent, whose sole member is the sole member of the 
Company’s Parent, for which the Parent and the Company agreed to pay a licensing fee equal to 50 percent 
of all initial franchise fees.  During November 2014, the term of the agreement was amended to be effective 
for 5 years expiring November 2019 followed by automatically renewable successive five-year terms.  
Provisions of the licensing agreement include a maximum prepaid licensing fee per franchisee of $35,000 
and a maximum prepaid annual amount of $350,000.  Any excess licensing fees were to be paid to the 
licensor by the Parent only upon certain contingent events, including an initial public offering, maintaining 
specified cash flow amounts or in the event of liquidation, in accordance with an agreed upon formula.  
Attendant with the change in ownership of the Company’s parent in prior years, TLE Holdings, the parent of 
TLE Corp, has suspended all provisions of the licensing agreement.   
 
TLE Corp. 
TLE Corp. leases office space in Florida under non-cancelable lease agreements expiring in 2027.  For the 
years ended December 31, 2022, 2021 and 2020, TLE Corp. charged the Company approximately $407,000, 
$712,000 and $733,000, respectively, in connection the Company’s use of this office space.  The Company 
and TLE Corp. have not entered into a formal agreement nor has TLE Corp. conveyed control over the use 
of the office space to the Company.  As such, the Company does not account for this arrangement under 
ASC 842.  Additionally, TLE Corp. does not anticipate charging the Company occupancy fees in future years.   

 
9. Commitments and Contingencies 
 

FF&E Commitment 
In accordance with the franchise agreements, the Company has an obligation of providing a turnkey facility 
to the franchisee, for the purchase and delivery of certain furniture, fixtures, and equipment (“FF&E”).  In 
accordance with the franchise agreements, the purchase of the FF&E is funded by the landlord and provided 
to the Company.  In connection with these obligations, at December 31, 2022 and 2021, the Company has 
received funds from landlords in excess of the amounts paid for the purchase of FF&E in the amount of 
approximately $2,082,000 and $1,769,000, respectively, which is included in capital expenditures payable 
within the balance sheets.   
 
Based on lease signings and existing franchise agreements at December 31, 2022, the Company is 
committed to purchase approximately $12,135,000 of FF&E, of which approximately $10,053,000 is 
remaining to be funded by the landlords prior to the opening of the centers. 

 
 

Loan Guarantees 
The Company, along with the Parent and other subsidiaries of the Parent, have guaranteed notes payable of 
TLE Holdings with an outstanding balance of $109,825,000 and $33,979,250 and a revolving line of credit 
with an outstanding balance of $10,000,000 at December 31, 2022.  As of December 31, 2022, the revolving 
line of credit had an additional $15,000,000 of borrowing available.  The notes payable and the revolving line 
of credit mature in June 2024.  Events of default which could require the Company to perform under the 
guarantee are governed by the credit agreement with the lender. 

 
Other Commitments 
Zone Developer Agreements 
The Company had four 25-year zone developer agreements whereby the zone developers have acquired 
certain rights from the Company including the exclusive right within a defined territory to own and operate 
several franchised locations, market to prospective franchisees on behalf of the Company, locate developers 
for prospective locations for Learning Centers and assist the Company in managing franchisees within the 
defined territory.  In exchange the Company receives a non-refundable development fee.  These agreements 
were terminated in June 2022 and the reacquired rights are reflected in other intangible assets within the 
balance sheets (see Note 6). 

  

TLE - 2023 FDD (264)



The Learning Experience® Systems, LLC 
Notes to Financial Statements 
December 31, 2022, 2021, and 2020 

16 

 
Legal Matters 
The Company is currently involved in various claims and legal actions. Management is currently of the opinion 
that these claims and legal actions have no merit, and the ultimate outcome will not have a material adverse 
impact on the financial position of the Company or its results of operations.   

 
10. Equity-based Compensation 
 

In connection with the change in ownership of the Company’s parent, the ultimate parent of TLE Holdings, 
TLE TopCo, LLC (“TLE TopCo”) created a management incentive unit (“MIU”) equity plan (the “Plan”) 
authorizing the issuance of up to 25,834,091 Class B units to allow for certain employees and service 
providers to participate in future value growth of the Company. 
 
The Company accounts for MIU grants as equity awards under ASC 718 “Compensation – Stock 
Compensation” whereby the fair value of the MIUs are determined on the grant date and compensation 
expense recorded over the service period which generally coincides with the vesting period.  Equity-based 
compensation expense is allocated between TLE Corp. and the Company consistent with TLE Corp.’s 
allocation of salaries and benefits.   
 
During July 2018, TLE TopCo granted 24,228,409 MIUs to various employees of TLE Corp, the Company 
and consultants.  These units generally vest at each 1-year anniversary over a 4-year period and become 
fully vested in the event the Company is sold.  Compensation expense recorded as a charge to operations 
amounted to approximately $549,000, $272,000, and $257,000 for the years ended December 31, 2022, 
2021 and 2020, respectively.  As of December 31, 2022, approximately $1,432,000 of compensation expense 
is anticipated to be charged to operations through October 31, 2026.  The Company recognizes forfeitures 
as they occur. 

 
2018 Grants 
The fair value of each MIU was estimated to be approximately $0.27 per unit using a contingent claim analysis 
based on the Merton framework which takes into account as of the grant date TLE TopCo’s total equity value 
($193.7m), equity volatility (35 percent), a risk-free interest rate (2.73 percent), an estimated time to a liquidity 
event (4.5 years) and a marketability discount (15 percent).   
 
2019-2022 Grants 
The fair value of each MIU was estimated using a total enterprise value (“TEV”) or current value method 
(“CVM”) whereby the Company’s equity value is determined and allocated to the various share classes of the 
current capital structure.  Significant inputs necessary to arrive at the TEV primarily include the Company’s 
EBITDA adjusted for early-stage operating centers, an anticipated multiple of earnings and the net debt of 
the Company.  For the periods ended December 31, 2022, 2021 and 2020, the fair value of MIU grants was 
estimated to be $1.26, $0.36 and $0.36 per MIU, respectively.   

 
11. Risks and Uncertainties 

 
COVID-19 
In March 2020, the Company began to experience the impact of the COVID-19 pandemic on its operations, 
as required business and government ordered school closures and shelter-in-place mandates requiring the 
remaining opened centers in a majority of cases to only offer service to essential workers (those that care 
and support services to the children whose parents work on the front lines of the response to the pandemic) 
resulting in the temporary closure or significant reduction in child occupancy in a significant portion of the 
Company’s corporate-owned and franchised child care centers.  State and local jurisdictions have since lifted 
restrictions, and the Company has re-opened the temporarily closed centers. All of the Company's centers 
were operating without enrollment restriction at the end of 2021 as opposed to the specific COVID-19 
protocols in place in order to protect the health and safety of children, families, and staff, including concierge 
service procedures for pick-up and drop-off, daily health checks, the use of face masks by the Company’s 
staff, limited group sizes, and enhanced hygiene and cleaning practices.  
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During the temporary closure of a significant portion of the Company's childcare centers, the Company 
implemented measures to mitigate the impact on the Company's financial position and operations, as well as 
improve liquidity and access to financial resources. With the enrollment restrictions lifted and the centers back 
to operating at normal capacity, these mitigating measures have also been lifted and the Company’s 
operations are back to pre-pandemic levels.   
 

12. Subsequent Events 
 
The Company has evaluated subsequent events occurring after the balance sheet date through the date of 
March 15, 2023, which is the date the financial statements were available to be issued. Based on that 
evaluation, the Company has determined that no subsequent events have occurred which require disclosure 
in or adjustment to the financial statements. 
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1

31-Mar-23 31-Dec-22

Assets

Current assets
Cash and cash equivalents 7,158,476$     7,818,268$     
Accounts receivables, net of allowance for doubtful accounts 3,936,558 3,408,273
Franchise fees receivable 3,445,313 3,359,813
Prepaid expenses 421,803 1,113,957
Notes receivable, current portion 634,112 634,112

Total current assets 15,596,262 16,334,423

Other assets
Notes receivable, long-term, net 3,101,946 3,239,097
Prepaid expenses 1,953,431 1,862,431
Property and equipment, net 5,989,458 5,614,997
Goodwill 67,104,437 67,104,437
Other intangible assets, net 54,772,648 55,800,327

Total other assets 132,921,920 133,621,289

Total Assets 148,518,182$ 149,955,712$

Liabilities and Member's Capital

Current liabilities
Accounts payable and accrued expenses 5,484,787$     4,213,642$     
Other fees payable 456,195 245,000
Current portion of long-term debt 790,177 1,040,177
Capital expenditures payable 1,337,170 2,082,214
Unearned revenue 5,572,457 3,447,260

Total current liabilities 13,640,786 11,028,293

Other liabilities
Unearned revenue 14,657,902 14,657,902
Deferred rent -- --
Security deposits 8,549,677 8,281,877
Long-term debt 1,782,315 1,859,695

Total other liabilities 24,989,894 24,799,474
Total liabilities 38,630,680 35,827,767

Member's capital 109,887,502 114,127,945

Total Liabilities and Member's Capital 148,518,182$ 149,955,712$
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