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INDEPENDENT AUDITORS' REPORT

Board of Directors
DiscoverU
Houston, Texas

Opinion

We have audited the accompanying financial statements of DiscoverU, (a Texas nonprofit organization), which
comprise the statements of financial position as of September 30, 2024 and September 30, 2023 and the related
statements of activities and changes in net assets, functional expenses, and cash flows for the fiscal year ended
September 30, 2024 and the two month period ended September 30, 2023, and the related notes to the financial

statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of DiscoverU as of September 30, 2024 and September 30, 2023, and the changes in its net assets and its cash flows
for the fiscal year ended September 30, 2024 and the two month period ended September 30, 2023 in accordance
with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of America.
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 DiscoverU and to meet our other
ethical responsibilities in accordance with the relevant ethical requirements relating to our audit. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management 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 DiscoverU's ability to continue as a going concern
within one year after the date that the financial statements are available to be issued.

Auditor's Responsibility 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 generally accepted auditing standards 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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(continued)

In performing an audit in accordance with generally accepted auditing standards, 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.

e 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
DiscoverU's internal control. Accordingly, no such opinion is expressed.

e 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.

e Conclude whether, in our judgment, there are conditions or- events, considered in the aggregate, that raise
substantial doubt about DiscoverU'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.

/@éyc/ym/&c

January 8, 2025
Houston, Texas



DiscoverU

Statement Of Financial Position

September 30, 2024 and September 30, 2023

ASSETS

Current assets
Cash
Contribution receivable
Accounts receivable
Prepaid expenses

Total current assets
Other assets
Property and equipment,
net of accumulated depreciation
Right of use asset,
net of accumulated amortization
Other assets - deposits

Total other assets

Total Assets

LIABILITIES
Current liabilities
Accounts payable and accrued liabilities
Deferred revenue
Current portion of capital operating lease obligation
Total current liabilities

Long term liabilities
Long term capital operating lease obligation

Total Liabilities
NET ASSETS
Without donor restrictions
With donor restrictions

Total Net Assets

Total Liabilities and Net Assets

See notes to financial statements.

2024

§ 307816
150,000
60,582

4.813

523.211

§  540.291
$ 10,800
12,412

——————

23212

23212

17,601
499.478

517.079

s 540201

2023

$§ 1,131,506

54,582

31,752

1,217.840

$ 31,578
255,273

19.747

306,598

12.412

——————

319.010

747,533

191,314

938.847

S 1257857



DiscoverU
Statement Of Activities And Changes In Net Assets

For The Fiscal Year Ended September 30, 2024

Without
Donor With Donor
Restrictions Restrictions Total
SUPPORT AND REVENUE
Contributions and grants $ 677,668 $ 453,000 $ 1,130,668
Program service revenue 1,133,760 - 1,133,760
Net assets released from restrictions
Restrictions satisfied by use 144.836 (144.836) -
Total support and revenue 1,956,264 308,164 2.264.428
EXPENSES
Program services 1,979,485 - 1,979,485
Management and general 398,426 - 398,426
Fundraising 308.285 - 308.285
Total expenses 2,686,196 - 2,686,196
INCREASE (DECREASE) IN NET ASSETS (729.932) 308.164 (421,768)
NET ASSETS
BEGINNING OF YEAR 747,533 191,314 938.847
END OF YEAR $ 17,601 $ 499.478 $ 517.079

See notes to financial statements. 6



DiscoverU
Statement Of Activities And Changes In Net Assets

For The Two Month Period Ended September 30, 2023

Without
Donor With Donor
Restrictions Restrictions Total
SUPPORT AND REVENUE
Contributions and grants $ 95,757 $ - $ 95,757
Program service revenue 66,727 - 66,727
Fundraising revenue 7.112 - 7.112
Total support and revenue 169.596 - 169.596
EXPENSES
Program services 281,918 - 281,918
Management and general 69,867 - 69,867
Fundraising 45.435 - 45.435
Total expenses 397.220 - 397.220
DECREASE IN NET ASSETS (227.624) - (227.624)
NET ASSETS
BEGINNING OF PERIOD 975,157 191,314 1,166,471
END OF PERIOD $ 747.533 $ 191,314 $ 938.847

See notes to financial statements. 7



Student services

Salaries

Payroll taxes

Employee benefits
Accounting and audit
Advertising and marketing
Amortization

Bank and credit card fees
Depreciation

Events

Insurance

Interest

Meetings

Printing and copying
Professional development
Rent

Supplies

Technology and IT
Travel

Utilities

DiscoverU

Statement Of Functional Expenses

For The Fiscal Year Ended September 30, 2024

Programs

FLO TFI Total Administrative_ Fundraising Total
$ 1,026,890 $ 230,362 $ 1,257,252 § -$ - $ 1,257,252
477,442 47,219 524,661 114,346 248,981 887,988
37,485 3,707 41,192 8,978 19,548 69,718
74,921 7,410 82,331 17,943 39,071 139,345
- - - 5,400 - 5,400
- - - 19,677 - 19,677
- - - 20,105 - 20,105
- - - 1,153 - 1,153
- - - 2,832 - 2,832
- - - - 685 685
- - - 25,499 - 25,499
- - - 1,634 - 1,634
- - - 5,149 - 5,149
- - - 2,987 - 2,987
- - - 102,156 - 102,156
- - - 25,060 - 25,060
- - - 36,428 - 36,428
74,049 - 74,049 3,950 - 77,999
- - - 1,194 - 1,194
- - - 3.935 - 3.935
$ 1.690,787 $§ 288.698 $ 1,979.485 398,426 § 308,285 $ 2,686,196

See notes to financial statements.



For The Two Month Period Ended September 30, 2023

Student services

Salaries

Payroll taxes

Employee benefits
Accounting and audit
Advertising and marketing
Amortization

Bank and credit card fees
Depreciation

Events

Insurance

Interest

Meetings

Printing and copying
Professional development
Rent

Supplies

Technology and IT
Travel

Utilities

See notes to financial statements.

DiscoverU

Statement Of Functional Expenses

Administrative_ Fundraising

Total

-3
21,033

2,873
5,977
8,327
1,345
3,300
68
472

4,600
403
637
683

9,863

4,005

1,266

1,535

2,418

1,062

123,449
181,850
13,708
28,516
8,327
1,345
3,300
68

472
689
4,600
403
637
683
9,863
4,005
1,266
10,559
2,418
1,062

§ 203,195 § 281918

69.867 $

397.220




DiscoverU

Statements Of Cash Flows

For The Fiscal Year Ended September 30, 2024 and
For The Two Month Period Ended September 30, 2023

Increase (Decrease) In Cash

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets

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

Amortization of right of use asset

Depreciation

Increase in contributions receivable

Increase in accounts receivable

(Decrease) Increase in prepaid expenses

Decrease in accounts payable and accrued liabilities

(Decrease) increase in deferred revenue

Payment on capital operating lease obligation
Total Adjustments

NET CASH USED BY OPERATING ACTIVITIES

DECREASE IN CASH
CASH, BEGINNING OF PERIOD

CASH, END OF PERIOD

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid for interest on capital operating lease obligation

See notes to financial statements.

2024 2023
$ (421.768) $ (227.624)
20,105 3,300
2,832 472
(150,000) -
(6,000) (41,352)
26,939 (28,084)
(20,778) (18,895)
(255,273) 255,273
(19.747) (3.114)
(401,922) 167.600
(823.690) (60.024)
(823,690) (60,024)
1.131.506 1,191,530
$ 307816 $ 1,131,506
$ 1,634 $ 403

10



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 two programs, 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, and The Fellowship Initiative Program (TFI), a
cohort-based mentorship program that seeks to connect young men of color to postsecondary education. 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.

In February 2024, the Organization filed a Form 1128, Application to Adopt, Change, or Retain a Tax Year with the
Internal Revenue Service and was granted a request to change from a July 31 to a September 30 fiscal year end.

Note 2 - Summary Of Significant Accounting Policies

Method of Accounting - The financial statements of the Organization are prepared on 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 regarding 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.

Cash - 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. The Organization had no cash equivalents at
September 30, 2024 or 2023.

Contributions Receivable - Contributions receivable that are expected to be collected within one year are
reported at net realizable value. Amounts expected to be collected in future years are discounted, to estimate the
present value of future cash flows, if material. Contributions receivable at September 30, 2024 are expected to be
collected within one year.

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.

Leases - In accordance with the authoritative guidance, leases with terms greater than twelve months are
capitalized as right of use assets.

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.

11



DiscoverU

Notes To Financial Statements (continued)

Note 2 - Summary Of Significant Accounting Policies (continued)

Revenue Recognition - Program service revenues are recognized at the point in time when the materials or
services are provided. Advanced payment for services not yet provided are recorded as deferred revenue until
earned. The nature of these goods and services does not give rise to contract costs or any variable considerations,
warranties or other obligations. At September 30, 2024 and 2023, there were no contract assets or liabilities.

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.

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 as they
do not meet the criteria for recognition under GAAP.

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.

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 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.

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 January 8, 2025.

Note 3 - Cash

The Organization maintains cash balances at a bank 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
September 30, 2024 and 2023, the Organization's cash balances exceeded the insured limit by approximately
$58,000 and $857,000, respectively.

Note 4 - Contribution Receivable

At September 30, 2024 there was $150,000 in contributions receivable from one donor, which was collected in
October 2024.

12



DiscoverU

Notes To Financial Statements (continued)

Note 5 - Accounts Receivable

Accounts receivable consists of the following at September 30:

Program service receivables
Other receivables

Note 6 - Property and Equipment

Property and equipment consists of the following at September 30:

Computer equipment
Less accumulated depreciation

Depreciation expense amounted to $2,832 and $472 for the fiscal year ended September 30, 2024 and two month

period ended September 30, 2023, respectively.

Note 7 - Deferred Revenue

Payments for certain program service revenues were received in advance for the August 2023 through June
2024 academic year. Deferred revenue at September 30, 2023 consists the portion of these advance payments
received for the Organization's FLO program services that will be made in the October 2023 through June 2024

2024
$ 60,000
582

$ 60582

2024

$ 14,159
(9.694)
%

period. No such advance payments were received as of September 30, 2024.

Note 8 - Leases

In February 2023, the Organization entered into an operating lease agreement for office space with an initial term of

2023
$ 54,000
582

$ 54582

2023

$ 14,159
(6.862)

$ 7.297

25 months. The lease agreement does not include any material residual value guarantees or restrictive covenants.

The following summarizes the line items in the statement of financial position which includes amounts for capital

operating leases at September 30:

Right of use asset, net of accumulated amortization
of $31,349 and $11,244, respectively

Current portion of obligation related to capital operating lease
Long-term portion of obligation related to capital operating lease

2024
$ 11,550
$ 12,412
$ 12,412

2023
$ 31,655
$ 19,747
12,412
$ 32.159

13



DiscoverU

Notes To Financial Statements (continued)

Note 8 - Leases (continued)

The components of capital operating lease expense that are included in the statement of activities for the year ended
September 30, 2024 and the two month period ended September 30, 2023 follows:

2024 2023
Amortization of right of use asset $ 20,105 $ 3.300
Interest expense on capital operating lease obligation $ 1,634 $ 403

The following summarizes the cash flow information related to capital operating leases for the year ended September
30, 2024 and the two month period ended September 30, 2023:

2024 2023
Cash paid for amounts included in the measurement of capital
operating lease liabilities $ 19.747 $ 3.114

Weighted average remaining lease term and discount rate as of September 30, 2024 are 7 months and 7.01%,
respectively.

The maturities of capital operating lease liabilities at September 30, 2024 are as follows:

Principal Interest Total
2025 $ 12.412 $ 292 $ 12,704

Additionally, the Organization leased certain office space under a one year operating lease that expired on April 30,
2023 and was renewed with a one year term through April 2024. Rent expense under this agreement for the fiscal
year ending September 30, 2024 and two month period ended September 30, 2023 amounted to $25,060 and $4,005,
respectively.

Note 9 - Net Assets

Net assets with donor restrictions are available for the following purposes at September 30, 2024 and 2023:

2024 2023

FLO and operating support $ 300,000 $ -
FLO and transportation costs 46,478 91,314
Consulting services - 100,000
Experience Matters Expo 33,000 -
School Partnership Scholarship Program 60,000 -
Community Partnership Program 60,000 -

$§ 499478 $§ 191314

14



DiscoverU

Notes To Financial Statements (continued)

Note 9 - Contributions and Grants

A summary of contributions and grants recognized during the year ended September 30, 2024 and the two month
period ended September 30, 2023 follows:

2024 2023
Individuals $ 32,951 $ 5,611
Foundations 529,000 90,000
Corporations 568,717 146
$ 1.130.668 $ 95,757

Note 10 - Related Parties

Total cash contributions by board members during the fiscal year ending September 30, 2024 amounted to $770. There were no
contributions by board members during the two month period ended September 30, 2023.

Note 11 - 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
fiscal year ended September 30, 2024. The Federal tax returns of the Organization for the previous three years are
subject to examination by the Internal Revenue Service.

Note 12 - 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 receivable balances. 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.

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

Financial assets

Cash $ 307,816
Accounts and contributions receivable 210,582
Total financial assets 518,398

Less financial assets unavailable for general expenditure
Donor restricted 499.478

Financial assets available to meet cash needs for general
expenditures within one year $ 18.920

15



DiscoverU

Notes To Financial Statements (continued)

Note 13 - Concentrations

For the fiscal year ended September 30, 2024, 84% of total contributions were made by three donors. For
the two month period ended September 30, 2023, 94% of total contributions were made by one donor.

Most of the Organization's program service revenue is with Houston Independent School District (HISD) located in
Houston, Texas. Therefore, the Organization's exposure to credit risk is significantly affected by changes in the
economy in the Houston area as well as changes within HISD's budgets and leadership. For the fiscal year ended
September 30, 2024, 78% of total service revenue was from HISD. For the two month period ended September 30,
2023, 73% of total service revenue was from HISD.

Note 14 - Risks and Uncertainties

The geopolitical situation in Eastern Europe and the Middle East has affected the Unites States economy.
While these events have impacted the global economy, the extent to which they will impact the Organization will
depend on future developments, which are highly uncertain and cannot be predicted. 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 on operations.

Houston ISD, one of the Organizations largest clients, was taken over by the State of Texas - Texas
Education Agency (TEA) in 2023. The TEA transition of leadership has resulted in changes to contract types and
timing. The affect of the TEA takeover to the Organization's operations continues to evolve and cannot be predicted
at this time.

Note 15 - Subsequent Events
Subsequent events have been evaluated through January 8, 2025, 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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