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DiscoverU

Statement Of Financial Position

July 31, 2021

ASSETS

Current assets
Cash and cash equivalents $ 1,147,642
Accounts receivable 41,250
Prepaid expenses 15,604

Total current assets 1,204,496

Property and equipment, net 13,433

Other assets - deposits 1,065

Total Assets $ 1,218,994

LIABILITIES

Current liabilities
Accounts payable and accrued liabilities $ 712
Deferred revenue 352,500
PPP Loan 134,232

Total Liabilities 487,444

NET ASSETS

Without donor restrictions 731,550

Total Net Assets 731,550

Total Liabilities and Net Assets $ 1,218,994

See notes to financial statements. 4



DiscoverU

Statement Of Activities And Changes In Net Assets

For The Year Ended July 31, 2021

CHANGES IN NET ASSETS WITHOUT DONOR RESTRICTIONS

  SUPPORT AND REVENUE
Contributions and grants $ 892,103
Program service fees 718,859
Fundraising income 93,395
Other contributions - PPP Program 119,467

Total support and revenue 1,823,824

  EXPENSES 
Program services 948,396
Management and general 158,037

  Fundraising 116,914

Total expenses 1,223,347

CHANGE IN NET ASSETS 600,477

NET ASSETS, BEGINNING OF YEAR 131,073

NET ASSETS, END OF YEAR $ 731,550

See notes to financial statements. 5



DiscoverU

Statement Of Cash Flows

For The Year Ended July 31, 2021

Increase (Decrease) In Cash And Cash Equivalents

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets $ 600,477

Adjustments to reconcile changes in net assets to 
net cash provided by operating activities:

Forgiveness of PPP loan (119,467)
Depreciation 726
Increase in accounts receivable (26,250)
Increase  in prepaid expenses and deposits (15,604)
Decrease in accounts payable and accrued liabilities (13,288)
Increase in deferred revenue 347,940

Total Adjustments 174,057

NET CASH PROVIDED BY OPERATING ACTIVITIES 774,534

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment (14,159)

NET CASH USED BY INVESTING ACTIVITIES (14,159)

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from PPP loan 134,232

  NET CASH PROVIDED BY FINANCING ACTIVITIES 134,232

NET INCREASE IN CASH 894,607

CASH,  BEGINNING OF YEAR 253,035

CASH,  END OF YEAR $ 1,147,642

See notes to financial statements. 6



DiscoverU

Notes To Financial Statements

Note 1 - Organization

DiscoverU (the Organization), was incorporated in the State of Texas in 2008, as a nonprofit organization
under the name Lee Next Step Fund.  Effective September 30, 2011, the Organization changed its name to
DiscoverU.  The mission of the Organization is to provide resources and learning experiences to economically
disadvantaged young people to broaden their worldview.   DiscoverU provides a program, Our Fantastic Learning
Opportunities (FLO), consisting of a multi-tiered approach to connect disadvantaged youth to life-changing learning
experiences in college and career preparatory programs.  The Organization's programs are primarily focused on
families with children within the Greater Houston area.  The Organization is supported primarily through donations
by businesses, individuals and private foundations.

Note 2 - Summary Of Significant Accounting Policies

Method of Accounting - The financial statements of the Organization are prepared the accrual basis of
accounting in conformity with accounting principles generally accepted in the United States of America (GAAP).  

Basis of Presentation - The Organization follows the authoritative guidance in Accounting Standards Update
(ASU) No. 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial Statements of Not-for-Profit
Entities, which requires the presentation of two classes of net assets (with donor restrictions and without donor
restrictions) and requires disclosure of expenses by both function and nature.  

Support - Contributions received are recorded as increases in net assets without donor restrictions unless the
use of the contributed asset is specifically restricted by the donor.  

Revenue recognition - Revenues are reported when earned.  Advanced payment for services not yet provided
are recorded as deferred revenue until earned.

Contributed services - The Organization receives support in the form of services from donors in connection
with its fundraising activities.  No amounts have been reflected in the financial statement for donated services.

Cash and cash equivalents  - For purposes of the statement of cash flows, the Organization considers all highly
liquid investments with an initial maturity of three months or less to be cash equivalents.  

Accounts receivable - The Organization reviews the collectibility of accounts receivable on a periodic basis.  If
an amount due is deemed uncollectible, it is charged to expense when that determination is made.  In the opinion of
management, losses, if any, from uncollectible accounts will not be material.

Property and equipment - Property and equipment is stated at cost or donated value. The Organization
capitalizes property and equipment over $1,000.  Lesser amounts are expensed.  Depreciation is provided using the
straight-line method over five years.  Expenditures for repairs and maintenance are charged to expense as incurred.   

Net Assets - Net assets of the Organization are classified based on the presence or absence of donor-imposed
restrictions.  Net assets are composed of two groups as follows:

  Net assets without donor restrictions - Assets that are not subject to usage restrictions based on donor-imposed
requirements.  This class also includes assets previously restricted whose restrictions have expired or been met.

  Net assets with donor restrictions - Assets subject to usage limitations based on donor-imposed or grantor
restrictions.  These restrictions may be temporary or many be based on a particular use.  Restrictions may be met by
the passage of time or by actions of the Organization.

At July 31, 2021 all of the Organization's net assets are without donor restrictions.

7



DiscoverU

Notes To Financial Statements (continued)

Note 2 - Summary Of Significant Accounting Policies (continued)

Estimates - The preparation of financial statements in conformity with accounting principles generally accepted
in the United States requires management to make certain estimates and assumptions that affect certain reported
amounts and disclosures.  Accordingly, actual results could differ from those estimated.  The most significant
estimates are for the collectibility of accounts receivable and for the functional allocation of expenses.

Federal Income Taxes - The Organization is a nonprofit, tax-exempt, charitable organization, under Section
501(c)(3) of the Internal Revenue Code and has been classified by the Internal Revenue Service as a publicly
supported organization.  Therefore, no provision for federal income tax has been included in the financial statements.

Functional Allocation of expenses - The financial statements report expenses that are attributable to more than
one functional classification of expenses (program services, management and general and fundraising).  Therefore,
these expenses required allocation on a reasonable basis that is consistently applied.  Salaries, payroll taxes,
employee benefits and professional fees are allocated by function based on estimates of time and effort.  

Date of Management Review - The Organization's management has evaluated subsequent events through the
date the financial statements were available to be issued, which was April 28, 2022.

Note 3 - Cash and Cash Equivalents

The Organization maintains cash balances at banks which may, at times, exceed the Federally insured
limits.  The Organization has not experienced any losses from maintaining cash accounts in excess of this limit.  At
July 31, 2021, the Organization's cash balances exceeded the insured limit by approximately $898,000.

Note 4 - Property and Equipment 

Property and equipment consists of computer equipment with a cost of $14,159 at July 31, 2021.  Depreciation
expense amounted to $726 for the year ended July 31, 2021.

Note 5 - Deferred Revenue

Deferred revenue consists of payments received for the Organization's FLO program services that will be
made in the 2021/2022 school year. 

Note 6 - PPP Loan

On January 29, 2021, the Organization executed a note (the PPP Note) for the benefit of Chase Bank (the
"Lender") in the aggregate amount of $134,232 under the Paycheck Protection Program ("PPP") of the Coronavirus
Aid, Relief, and Economic Security Act ("CARES Act").  
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DiscoverU

Notes To Financial Statements (continued)

Note 6 - PPP Loan (continued)

The PPP is administered by the U.S. Small Business Administration (the "SBA").  The interest rate of the
loan is 0.98% per annum and accrues on the unpaid principal balance computed on the basis of the actual number of
days elapsed in a year of 360 days.  Commencing ten months after the effective date of the PPP Note, the
Organization is required to pay the Lender equal monthly payments of principal and interest as required to fully
amortize any unforgiven principal balance of the loan by the fifth anniversary of the effective date of the PPP Note
(the "Maturity Date").   The PPP Note contains customary events of default relating to, among other things, payment
defaults, making materially false or misleading representations to the SBA or the Lender, or breaching the terms of
the PPP Note.  The occurrence of an event of default may result in the repayment of all amounts outstanding under
the PPP Note, collection of all amounts owing from the Organization, or filing suit and obtaining judgment against
the Organization.  Under the terms of the CARES Act, PPP loan recipients can apply for and be granted forgiveness
for all or a portion of the loan granted under the PPP.  Such forgiveness will be determined, subject to limitations,
based on the use of loan proceeds for payment of payroll costs and any payments of mortgage interest, rent, and
utilities.  As discussed in the subsequent events note, this PPP note was forgiven on September 29, 2021.

On April 9, 2020, the Organization executed a PPP note for the benefit of Chase Bank (the "Lender") in the
aggregate amount of $119,467 under the PPP of the CARES Act.  This note was forgiven on April 26, 2021.  The
$119,467 is included as other contributions in the statement of activities and changes in net assets.

Note 7 - Contributions and Grants

A summary of contributions and grants recognized during the year ended July 31, 2021 follows:

Individuals $ 36,420
Foundations 270,301
Corporations 585,382

$ 892,103

Note 8 - Leases

The Organization leases office space under an operating lease that expires on April 30, 2022.  Rent due under the
lease for the fiscal year ending July 31, 2022 amounts to $15,273.  Rent expense for the year ending July 31, 2021
amounted to $19,158.

Note 9 - Liquidity and Availability of Financial Resources

The Organization regularly monitors the liquidity required to meet its operational needs and other contractual
commitments.  The Organization’s sources of liquidity include its cash and cash equivalent balances and accounts
receivable.  In addition to its financial assets available to meet the Organization’s general expenditures over the next
twelve months, the Organization operates with a balanced budget and anticipates collecting sufficient revenue to
cover general expenditures.  
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DiscoverU

Notes To Financial Statements (continued)

Note 9 - Liquidity and Availability of Financial Resources (continued)

The following table reflects the financial assets available for general expenditures over the next twelve months:

Financial assets
Cash and cash equivalents $ 1,147,642
Accounts receivable 41,250

Total financial assets 1,188,892

Less financial assets unavailable for general expenditures
     within one year to due reserved for costs associated with

deferred revenue 352,500

Financial assets available to meet cash needs for general
     expenditures within one year $ 836,392

Note 10 - Functional Allocation of Expenses

An analysis of expenses by both function and nature is as follows:

Program Management
Services and General      Fundraising         Total    

Student services $ 287,485 $ - $ - $ 287,485
Salaries 520,649 41,920 91,509 654,078
Payroll taxes 38,280 3,082 6,728 48,090
Employee benefits 78,969 6,359 13,879 99,207
Accounting and auditing - 4,502 - 4,502
Advertising and marketing - 9,144 - 9,144
Bank and credit card fees - 3,295 - 3,295
Depreciation - 726 - 726
Events - - 4,447 4,447
Food 1,225 - - 1,225
Insurance - 6,831 - 6,831
Lease - 19,158 - 19,158
Postage - - 351 351
Printing and copying 1,980 - - 1,980
Supplies - 10,794 - 10,794
Technology and IT 19,808 35,366 - 55,174
Training - 5,015 - 5,015
Travel - 78 - 78
Utilities - 11,767 - 11,767

$ 948,396 $ 158,037 $ 116,914 $ 1,223,347

Note 11 - Related Parties

Total cash contributions by board members during the year ending July 31, 2021, amounted to $900.
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DiscoverU

Notes To Financial Statements (continued)

Note 12 - Income Tax Uncertainties

The Organization has reviewed its current income tax return, as well as all open tax years. The Organization
did not have any unrecognized tax positions or benefits from tax positions that do not meet the more likely than not
criterion.  Accordingly, there was no effect on the Organization's financial condition or results of operations for the
year ended July 31, 2021.  The Federal tax returns of the Organization for the previous three years are subject to
examination by the Internal Revenue Service.

Note 13 - Risks and Uncertainties

The COVID-19 pandemic has been continuing for over  a year and there is still some uncertainty over how
the pandemic will impact the economy in future periods.  The Organization has robust management systems in place
to both oversee the well-being of their clients and stakeholders and react quickly to new economic conditions,
however management cannot determine the short-term or long-term effect the pandemic may have on operations.

Note 14 - Subsequent Events

On September 29, 2021, the PPP Note in the amount of $134,232 was forgiven.

On February 1, 2022, the Organization entered into a lease for additional space at the office facility.  The
lease is through January 31, 2023.  Total future payments under the lease amount to $8,417.  

On April 14, 2022, the Organization renewed its office space lease for the period May 1, 2022 through
April 30, 2023.  The renewal will require monthly payments in the amount of $1,870 per month.

Subsequent events have been evaluated through April 28, 2022, which is the date the financial statements
were available to be issued.  Based on the evaluation, no adjustments to the accompanying financial statements were
required.
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