
Key Financial Indicators

Change in Net Assets Margin:
= (Total Operating Revenue-Total Operating 

Expenses) / Total Operating Revenue

Aggregated Three-Year Margin:
= Change in Net Assets for 3-Year Period 

÷ Operating Revenues for Same Period

Enrollment Variance:
= (Audited Enrollment - Budgeted 

Enrollment) ÷ Budgeted Enrollment

Current Ratio:
= Current Assets ÷  Current Liabilities

Cash Flow from Operations Margin: 
= Cash Flows from Operations 

÷ Operating Revenues

Days of Cash on Hand:
= Unrestricted Cash /(Operating 

Expenses-Depreciation)/365

 Debt Ratio:
= Total Liabilities ÷ Total Assets

Debt Service Coverage Ratio:
= EBITDA / (Scheduled Payments – Balloon 

Payment* + Interest Paid)

Primary Reserve Ratio: 
= (Unrestricted Net Assets + Temporarily Restricted 
Net Assets - Intangible Assets) ÷ Total Expenses

Unresolved Prior Year Findings:

Comments from the School

Debt Compliance Issue - Financial: Debt Compliance Issue - Reporting:

PCS Expenses by catEgory
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In SY18-19, the school had a change in net assets of ($1.3M), or margin of (5.6%), enrollment 
exceeded expectations, but it was only 65% of full capacity. Many fi xed costs were incurred 
at their full rate since inception (i.e. school facility costs, school leadership compensation). 
The school is expected to continue to increase its enrollment until full enrollment is reached 
and revenues are expected to increase at a faster rate than expenses.

The school’s cash fl ow from operations margin was positive at 6.4%, indicating that its 
operations were generating cash despite the change in net assets margin. Further, the 
school’s 58 days of cash on hand and current ratio of 3.1 indicated that the school had 
adequate cash fl ow and liquidity to meet operating expenses in the event of unexpected 
costs or delays in cash receipts.

The school’s auditors noted one control issue: a material weakness related to the 
treatment of leases under generally accepted accounting principles. The school 
consulted with its national auditor in identifying the treatment for the new lease between 
RSED DC and Launchpad at the RISE campus. The auditor of the stand-alone fi nancial 
statements believes that, according to generally accepted accounting principles, the 
previous deferred rent credit should be amortized over the term of the new lease. 
Management agreed with the adjustment to re-establish the deferred rent credit liability.
The school entered into a new lease agreement for an existing facility with Launchpad, 
a related party, after the property was purchased from an independent third party 
landlord. Rent expense for leases was $5.0M in FY 2019.
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FINANCIAL ACTIVITIESFinancial position

REVENUES/EXPENSES PER STUDENTAudit Findings

2019 2018

Total Assets $4,532,495 $4,016,080

Current Assets $4,530,995 $4,014,580

Total Liabilities $7,813,762 $5,980,896

Current Liabilities $1,436,949 $1,052,028

Net Asset Position -$3,281,268 -$1,964,816

2019 2018 2019 Sector 
Median

DC Funding 
per Student

$19,629 $19,209 $19,863

Grants and 
Contributions 
Per Student

$519 $1,793 $346

Total Revenues 
per Student

$21,705 $24,183 $23,270

Expenses per 
Student

$22,919 $25,178 $22,981

2019 2018

Qualified/Modified/Adverse Opinion 
on the Financial Statements

No No

Material Weakness in Internal 
Control over Financial 
Reporting (GAS)

Yes Yes

Non-compliance Material to the 
Financial Statements (GAS)

No No

Modified Opinion on Major Federal 
Award Programs (Uniform Guidance)

Yes No

Material Weaknesses in the Internal 
Control over Compliance with Major 
Federal Programs (Uniform Guidance)

No No

Findings and Questioned Costs 0 0

Going-Concern Issue No No

The school’s financial health was mixed. The school’s liquidity was strong with a current ratio of 3.2, cash flow from operations margin of 6.4%, and days of cash on hand of 58.3. 
These metrics all reflect strong cash flows and liquidity to meet operating expenses in the event of unexpected costs or delays in cash receipts. At the same time, the school has 
consistently generated losses; in 2019, the change in net assets margin was (5.6%) and the three-year aggregated margin was also -5.6%. Additionally, the school had a debt ratio of 
1.7 and a net asset deficit of nearly $-3.3M.  It should be noted that over $3.3mm of the school’s liabilities is money owed to Rocketship Education in management fees and startup 
expenses accrued during the school’s ramp-up to full scale. Under the “Going Concern Evaluation” in the school’s audit it states that “...the school is still in a ramp-up period to full 
enrollment and operating at a loss was anticipated. ... Rocketship Education ensures each of its schools receive the appropriate financial assistance during ramp-up to full enrollment. 
This assistance can be provided through philanthropy, external financing, deferring related party payables and/or intra-company transfers.”

The auditor found one material weakness in FY 2019. The school failed to amortize its deferred rent when it signed the new lease agreement with Launchpad Development One. 
The school has taken steps to correct this mistake. This is the second year in a row the school had at least one material weakness, which is a cause for concern.

Debt:
N/A

Property Lease:
The school entered into lease agreements for a school facility with a related party, Launchpad Development One. The lease agreements expire on June 30, 2046. The school 
operated two campuses in FY 2019: Rocketship Rise and Rocketship Legacy Prep. Rent expense for these leases was $3.8M in FY 2019.

2019 2018

Revenues and Support $23,527,801 $15,307,955

Expenses $24,844,253 $15,937,979

Non-operating Revenues 
(Expenses)

$0 $0

Surplus (Deficit) -$1,316,452 -$630,024

PCSB OBSERVATIONS

Rocketship Education DC PCS
FY2019 Financial Analysis Report
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School Name FY19 Revenues FY19 Operating 
Result

Rocketship Education DC PCS $23,527,801 -$1,316,452

Management Organization (“MO”) / 
Related Party (“RP”)

MO/RP Tax Status

AppleTree Institute for Education Innovation Non-Profit

Highest Paid Employee / Head of MO 
/ RP

Title Total Compensation

Jack McCarthy CEO $264,969 

Services Provided FY19 Payment % of School Revenue
Pre-K school operations $5,153,111 21.9%

 
Total $5,153,111 21.9%

DC PCSB Comments
On October 31, 2015, the school entered into an instruction agreement with AppleTree Institute for Education Innovation (AppleTree). 
AppleTree fully manages and operates the educational program for PK3 and PK4. AppleTree is solely responsible for all costs associated 
with operating the program including teacher and administrator compensation, furniture, and other items. As a management fee for these 
services, AppleTree receives an amount equal to the per-pupil funding the school receives for its enrolled PK3 and PK4 students, excluding 
the facilities allotment and less any administrative fees. Management fees incurred for 2019 were $5.1MM.
Please note that the highest paid employee above was taken from the most recent 990 available at the time this report was produced.

School Comments



School Name FY19 Revenues FY19 Operating 
Result

Rocketship Education DC PCS $23,527,801 -$1,316,452

Management Organization (“MO”) / 
Related Party (“RP”)

MO/RP Tax Status

Rocketship Education Non-Profit

Highest Paid Employee / Head of MO 
/ RP

Title Total Compensation

Preston Smith CEO $283,592

Services Provided FY19 Payment % of School Revenue
Centralized Programmatic and Operational Services $2,543,390 10.81%

 
Total $2,543,390 10.81%

DC PCSB Comments
The school is management by Rocketship Education, a not-for-profit charter management organization. In 2016, the school entered into a 
management agreement with Rocketship Education for the School’s education process, management, and operations.
The management fee was not paid but accrued as debt to be repaid to Rocketship Education. The total accrued in 2019 by the school was 
$2.5MM.
Please note that the highest paid employee above was taken from the most recent 990 available at the time this report was produced.

School Comments


