
YES Prep Public Schools is proving that college success is possible for all students. The vast majority of 
YES Prep students live below the poverty line and are the first in their families to pursue a college degree. 
Despite these odds, 100% of YES Prep graduates have gained acceptance to a four-year college. Both 
Newsweek and U.S. News & World Report have recognized YES Prep for having the best public school 
in Houston and one of the top 100 in the nation. YES Prep is transforming low-income students from a 
potential economic burden to a substantial economic stimulus.  With college graduates earning an average 
of $1 million more over their lifetimes than those without a degree, YES Prep is strengthening Houston’s 
social fabric and impacting its long term economic prosperity. Based on these figures, when YES Prep 
achieves its growth goals, every graduating class has the potential to annually contribute one billion dollars 
in lifetime earnings to the Houston economy. The cost of the YES Prep expansion to 10,000 students from 
the current 2,600 is $38 million and represents a tremendous return on investment.     

The investment is designed to: (1) Support expansion of YES Prep to 13 campuses; (2) Fund the operating 
financial shortfall until all campuses are fully enrolled; (3) Provide YES Prep with equity sufficient to finance 
all facilities with attractive and sustainable debt; and (4) Establish a sustainable economic model that allows 
YES Prep to operate in perpetuity funded by government revenues.  

Units of philanthropic equity represent a perpetual interest in the economic, social and environmental 
benefits of YES Prep Public Schools’ work. That interest is strictly philanthropic, with no provision for cash 
returns at any time. This prospectus implies no promise of debt obligation. All associated debt arrangements 
will be contracted using separate documentation. 

1. At the time of this printing, $22,000,000 (176 units) has been committed.  The Arnold Family Foundation 
has committed $10,000,000 (80 units), Charter School Growth Fund (CSGF) has committed $8,000,000 
(64 units), of which $2,250,000 was provided through the Walton Family Foundation Startup Grant 
program, and the Michael & Susan Dell Foundation has committed $4,000,000 (32 units). Each of these  
organizations’ participation in this campaign is governed by existing contractual agreements between YES 
Prep and that funder, and is contingent upon milestones and events set forth in those agreements, which 
YES Prep believes to be consistent with this memorandum. Such agreements may be amended from 
time to time. Details are available upon request; please see Appendix G for additional information.

2. Expenses associated with this offering were funded through generous support from the Bill and Melinda 
Gates Foundation. Proceeds will not be used for offering expenses.

3. In the event of over-subscription, YES Prep may, at its discretion, increase the offering by up to 
$10,000,000 (80 additional units).

The financial guidelines and reporting obligations described in this memorandum comply fully with 

Nonprofit Finance Fund’s Sustainable Enhancement Grant (SEGUE℠) methodology.

Number of Units Value per Unit Proceeds to
YES Prep (2)

Total Philanthropic
Equity Target (3)

304 $125,000 $38,000,000

Commitments at the 
Time of Printing (1)

176 $125,000 $22,000,000

Current Offering 128 $125,000 $16,000,000

304 Units                                                                                                       Amount per Unit: $125,000

YES Prep Public Schools

Phase II Growth Capital Offering

$38,000,000

May 2009
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I. Executive Summary

In a Greater Houston Area public school, the average sixth grader has less than a 10% chance of completing 
college. In a typical classroom of 30 sixth graders only two to three will earn a bachelor’s degree. For the 
city’s low-income students, the rate of degree acquisition is even lower. 

YES Prep Public Schools was founded on a simple premise: low-income students can achieve at the same 
academic levels as their more affluent peers when given access to similar opportunities and resources. 
YES Prep prepares students to meet the challenges of college and requires every senior to gain acceptance 
to a four-year college in order to earn their high school diploma.

Today, YES Prep’s five schools serve 2,600 students from Houston’s most impoverished neighborhoods. 
YES Prep selects students through a random lottery process with no admission requirements. Over 90% 
of these students require intensive academic support and are first-generation college-bound. YES Prep 
prepares these students for college by providing a rigorous 6th-12th grade college preparatory program 
that includes a longer school day and week, mandatory community service and a personalized college 
counseling program that supports students through college graduation. 

The YES Prep model works—100% of seniors in all eight graduating classes have been accepted to four-
year colleges. These alumni are succeeding: 84% have earned a bachelor’s degree or are currently enrolled 
in a post-secondary institution. In contrast, only one in five low-income college students nationwide will 
attain a degree, and only half of all college freshmen graduate within six years.1

YES Prep is committed to a culture of performance.  
Since inception, YES Prep has consistently met 
goals for growth, student outcomes, and sound 
financial management. YES Prep has maintained 
its results, and in some cases improved upon 
them, while growing aggressively.

YES Prep currently has more students on the 
waiting list (over 4,000) than it enrolls at its five 
schools. This tremendous demand has driven 
YES Prep to launch its Phase II Growth Plan. YES 
Prep will grow to 13 schools to educate 10,000 
students and prepare all of them for college 
graduation. Over the next five years, YES Prep 
will open the remaining eight campuses needed 
to reach this goal. To ensure quality growth, each 
school will begin with sixth grade and grow by 
one grade level each year. 

YES Prep’s Phase II Growth Plan requires $38 
million of one-time growth capital to achieve 
financial sustainability and reach the 2020 
enrollment goal. This philanthropic equity will 
support interim operating expenses and satisfy 
facility equity requirements. YES Prep will 
continually assess the total requirement in light 
of evolving circumstances and, if necessary, 
conduct a second campaign to raise the balance 
required to reach its targets.

YES Prep seeks $38 million to expand its impact by equipping thousands of low-income students for 
college success and becoming a national model of educational excellence. Will you join us?

1  ACT Institutional Data File, 2008, 2008 Annual Report, Houston A+     
 Challenge 

99 00 01 02 03 04 05 06 0 7 0 8 09
Budget

2.0 2.6 2.9 3.7
4.7

6.3
7.8

10.1

14.3

20.4

26.4

0

7

14

21

$28M

Annual Expenses

99 00 01 02 03 04 05 06 0 7 0 8 09

305
408 382 424 484

676
884

1,072

1,453

2,043

2,638

0

750

1,500

2,250

3,000

Student Enrollment



3

 

 

II. Transforming Public Education 

YES Prep’s growth will have a profound impact on the city—and the country—in the following ways:

Market Share

When YES Prep reaches its enrollment target of 10,000 students, it will serve 10% of the 6th-12th graders 
currently enrolled in the Houston Independent School District (HISD). There will be a YES Prep campus in 
every underperforming, low-income feeder pattern in HISD. YES Prep believes this will serve as a “tipping 
point” that creates an additional incentive for traditional public school districts to improve their college-ready 
programs—or risk further deterioration of family/public support and enrollment rates for their schools. 

College Graduate Outcomes

Upon reaching its enrollment target, YES Prep will contribute 1,100 more college graduates to the city 
every year. Collectively, YES Prep will help triple the number of low-income Houstonians who graduate 
from college each year. YES Prep will prepare the most low-income college graduates in the region and play 
a direct role in preparing the next generation of Houston’s civic and business leaders.

Return on Investment

As detailed in the accompanying table, a high 
school graduate has the potential to nearly 
double his or her annual salary by earning 
a college degree. Over a lifetime, a college 
graduate can anticipate earning a million dollars 
more than a non-graduate.2 

At YES Prep, over 90% of students are the first 
in their families to attend and complete college. 
For every alumni who completes college, YES 
Prep is radically increasing individual lifetime 
earnings potential and transforming the long-
term economic prosperity of the city.

As a result of YES Prep’s model and its focus on community service, roughly 80% of YES Prep alumni  
return to live and work in Houston after earning a college degree. This is good news for Houston. Based 
on these figures, when YES Prep achieves its growth goals, every graduating class has the potential to 
annually contribute one billion dollars in lifetime earnings to the Houston economy. This is in addition to the 
corresponding tax revenue and other benefits that accompany a population of successful college graduates. 
This is a tremendous return on investment, considering the relatively modest $38 million growth capital 
need that currently exists in order for YES Prep to implement its Phase II expansion. 

YES Prep: A National Model for Public Education

At scale, YES Prep will serve as a model for what is possible within the public education system: affordable 
and sustainable schools which provide a college-preparatory education for all students. As YES Prep 
achieves quality growth, its mission becomes even more compelling. When the model is proven at 10,000 
students, successful replication of these results by traditional ISDs or other CMOs becomes increasingly 
convincing and plausible. School visits and personal endorsements by Bill Gates, Michael Dell, and other 
education reformers highlight the role that YES Prep is playing in the national education reform movement. 
By staying focused on the educational need in Houston, YES Prep believes it can have a far-reaching impact 
on the movement nationwide without “diluting” its model or over-extending itself geographically.

2 Bizjournals, April 14, 2008: Brainpower Rankings of Top 100 Metros

Education Ladder: Annual Income by 

Highest Educational Attainment

Professional Advanced Degree

Doctorate

Masters

Bachelor's

Associates

Some College

High School Graduate

High School Dropout

$119

$92

$68

$55

$38

$31

$29

$20

$ Thousands
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III. Problem: Houston’s Educational Crisis 

The demand for a highly skilled 21st century workforce has made college graduation a necessity. Despite 
this fact, only 71% of the nation’s Pre-K–12th grade students graduate from high school and those who do 
are often unprepared for any type of post-secondary education. As a result, only half of all Americans hold 
a college degree. For low-income students, degree attainment is less than 20% nationwide.3  

Future prosperity in the Greater Houston Area requires that all young people have access to a college 
preparatory education. According to a 2008 Bizjournals survey of the top 100 metropolitan areas in the 
country, Houston ranks 83rd for degree attainment of its adult population and last among the four largest 
U.S. cities for the percentage of residents over 25 who have a bachelor’s degree.4  

In Greater Houston there are 86 traditional open-enrollment public high schools across 26 school districts. 
Half of these schools serve student populations that are majority low-income. In these communities, low 
expectations and a lack of educational opportunity perpetuate a cycle of poverty and low achievement. 
Even those who aspire to attend college lack access to the rigorous college-preparatory curricula and 
college counseling resources that could equip them to succeed. 

For all students who aspire to enter college, satisfactory performance on college entrance exams, such 
as the SAT or ACT, is compulsory. In Houston’s 43 majority low-income schools, only 55% of students 
(presumably the most qualified) even take the ACT or SAT exam. The average SAT score for this subset 
of students is 870 on a scale of 1600,5 compared to the national average of 1000 for all students. At the 
majority of colleges and universities across the country, a score of 900 is the minimum to be considered a 
qualified applicant for college acceptance. 

 

Based on this statistic, it is not surprising that an average low-income sixth grader in Houston has less 
than a 10% chance of graduating from a four-year college. To put this in context, in an average sixth grade 
classroom of a Houston public school today, only two to three students in a class of 30 will likely graduate 
from college.6 Quite simply, these schools are not equipping the majority of their students for success in 
college, or for the future workforce. This has a profound impact on Houston’s future prosperity. The vast 
majority of these students will reach adulthood ill-equipped to provide for themselves and their families or 
to meaningfully contribute to the Greater Houston community. 

While there are many factors that can contribute to Houston’s educational crisis, the bottom line is that 
college has become an unattainable goal for most low-income youth in Greater Houston. 

3 Bill and Melinda Gates Foundation, website
4 Bizjournals, April 14, 2008: Brainpower Rankings of Top 100 Metros
5 Children at Risk, 2008 Best High Schools report 
6 NCES Common Core of Data; U.S. Department of Commerce, Bureau 

of the Census, March Current Population  Surveys, 1999; HISD data; 
Bridgespan analysis

% Low-income % Taking SAT Average SAT Score

66 55 870
Greater Houston High Schools 

with majority low-income

population (43)
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IV. Solution: College Prep Charter Schools 

Charter Schools

Charter schools are public schools that employ innovative and/or non-traditional educational methods while 
still being held accountable for student achievement. Over the past 17 years, the charter movement has 
grown from one public charter school in Minnesota to 4,303 public charter schools serving 1.3 million 
students in 40 states and the District of Columbia. While charter schools represent three percent of all public 
schools in the United States, they comprise 12% of the top 100 public schools in the nation, according to 
U.S. News & World Report in 2008.

The Texas Education Agency (TEA) defines a charter school as “a type of public school.” A charter is a 
contract granted by an entity such as the State Board of Education or the board of an independent school 
district. The stated purposes of charter schools are to: 

◾  Improve student learning; 
◾  Increase the choice of learning opportunities within the public school system; 
◾  Create professional opportunities that will attract new teachers to the public school system;
◾  Establish a new form of accountability for public schools; and 
◾  Encourage different and innovative learning methods.

Similar to traditional public schools, charter schools are held accountable by student performance on the 
state standardized test, the Texas Assessment of Knowledge and Skills (TAKS). Schools are required to 
submit yearly financial audits and follow all operational and academic standards approved by the state and 
outlined by the No Child Left Behind legislation (NCLB). In Texas, charters are granted for five years, but can 
be revoked if a school fails to fulfill the requirements of its charter.

There are currently 212 charter schools in Texas, serving approximately 115,000 students.7 The proliferation 
of charters in Texas underscores a growing dissatisfaction with the status quo—traditional public school 
systems that do not adequately serve low-income and minority students. 

Charter Management Organizations

As charter schools have evolved and established track records of success, many across the country 
have begun to replicate their programs at multiple sites, leading to the creation of charter management 
organizations (CMOs). The Center for Reinventing Public Education describes CMOs as “Nonprofit entities 
that start and manage new, aligned systems of charter schools within a specific geographic region”. By 
centralizing certain functions and sharing resources across schools, CMOs can achieve greater impact, 
efficiency and long-term sustainability.8

Texas has several strong CMOs whose models are nationally recognized. These include YES Prep Public 
Schools and KIPP Academy (Nationwide), IDEA Academy (Rio Grande Valley), Uplift Education (Dallas), and 
Harmony Science Academy (Statewide), all of which have demonstrated outstanding student achievement. 
The leaders of several of these CMOs are also key leaders in the charter school movement nationwide and 
are influencing the dialogue of public school reform across the country. 

Across the state, Houston has the largest waiting list of students who wish to attend area charter schools. 
In the 2007-08 school year, one out of every four students who applied to a Houston charter school was 
turned away.9  These numbers reflect an increasing dissatisfaction among Houston-area families with the 
quality of education available in traditional public schools, and a realization of the educational opportunities 
that exist to prepare their children for a post-secondary education.

7 http://www.tea.state.tx.us/charter/faqs/faqgen.html
8 http://www.crpe.org/cs/crpe/view/news/18
9 http://www.charterstexas.org/documents/2008-Veritas-CharterWaitiList.pdf
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V. Introducing YES Prep Public Schools 

YES Prep was founded on a simple premise: low-income students can achieve at the same academic levels 
as their peers in more affluent neighborhoods when given access to similar opportunities and resources.

YES Prep began in 1995 as Project YES—Youth Engaged in Service—and formally applied for a state charter 
in 1998. By 2005, YES Prep had opened two additional schools and completed its first business plan (funded 
by the Bill and Melinda Gates Foundation). Under this plan, YES Prep became a charter management 
organization (CMO) with a focus on opening more schools in Houston and achieving its mission: to 
dramatically increase the number of low-income Houstonians who graduate from four-year colleges 
prepared to compete in the global marketplace and give back to their communities.

Student Profile and Commitment Contract

As an open-enrollment public school system, there are no application requirements and students are chosen 
through a random lottery selection. To ensure access for all students, YES Prep provides free transportation 
for any student living between two and eight miles from a campus. Campuses are located, by design, in 
low-income communities. YES Prep student demographics are as follows:

◾  Majority low-income and minority—in 2009, YES Prep’s student body is 85% Latino and 13% African 
American, with 79% of all students being classified as “low-income.”

◾  Academic “Middle 80%”—most students enter YES Prep at least one to two grade levels behind in 
math and reading. In traditional school districts, the majority of resources go to highly gifted students 
(top 10%) or those with special needs (bottom 10%).

◾  First-generation college-bound—over 90% of students are first generation college-bound. 

YES Prep has taken on the ambitious challenge of creating a culture of success for students who are more 
familiar with institutionalized failure. YES Prep was the first public school system in the country to make 
college acceptance a graduation requirement. While dropout rates in Greater Houston high schools are as 
high as 56%, YES Prep boasts a zero percent dropout rate and makes college acceptance the expectation 
for all students.10

A critical component of YES Prep’s success is a shared commitment by students, families, and staff 
to embrace the mission and vision of the organization. This commitment is embodied in the YES Prep 
“Commitment to College Completion” contract. Staff members visit the home of every newly-enrolled 
student to clearly explain the school’s expectations. By signing this contract, students, parents and staff 
members commit to doing Whatever It Takes to ensure college success. Each year, students and families 
are asked to reaffirm their commitment by renewing the contract.

The YES Prep Comprehensive Educational Model

The YES Prep model is unique because it takes a comprehensive view of student development, aimed at 
preparing students for college graduation, while at the same time instilling values of community service 
and good citizenship. The YES Prep program has been developed and tested for 10 years and is the result 
of practical, “in the field” experience combined with theory and research. There are six core components 
of YES Prep’s comprehensive educational approach: 

1. Small 6th-12th Grade Campuses—YES Prep accepts roughly 140 students into each sixth grade class 
and caps school capacity at 815 students. YES Prep was the first public school in the country to integrate 
middle and high school students in this manner.

2.  Rigorous College Prep Curriculum for Every Student—The academic program from 6th-12th grade is 
structured to enable all students to succeed at the collegiate level. Students begin taking high school 
courses in eighth grade, allowing more advanced coursework in later years. 

10 100% of students who leave YES Prep re-enroll in a neighborhood or
   alternative educational school
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3.  Comprehensive Student Support System— YES Prep provides the following support mechanisms to 
make it possible for every student to achieve success: cell phones issued to each teacher to facilitate 
student access after school hours, organizational and life skill development, financial literacy, mandatory 
after-school study hall for students with incomplete homework assignments, and student support 
counselors who support students experiencing social, emotional, and economic hardship.

4.  Service in Disadvantaged Communities— YES stands for "Youth Engaged in Service." Every year    
students log thousands of volunteer hours giving back to the local community. In addition, seniors are 
required to research a social issue, write an extensive research paper, organize and participate in a 
week-long volunteer project, and present their research and experiences to their peers. 

5.  Enrichment Opportunities—Students are required to participate in a variety of enrichment activities 
to make them more well-rounded and competitive for the college application process. Annual college 
research trips give many students their first opportunity to travel outside of Houston. By the end of 
their junior year, students have visited 20 different colleges and universities around the country. Also, at 
each YES Prep school, a Director of Summer Opportunities matches all rising juniors and seniors with 
internships or summer programs at businesses, nonprofits, and colleges around the world. 

6.  Personalized College Counseling and Support through College— Since the majority of YES Prep 
students are first generation college-bound, most families are not equipped to navigate the college 
application process. YES Prep’s student to college counselor ratio of 30:1, compared to over 400:1 in 
Texas,11 ensures that students and their families receive support and guidance at every stage. Unlike 
a traditional ISD, YES Prep’s support does not end once students earn college acceptance. The Alumni 
Support Program provides ongoing support throughout the college years. 

11 Texas State Controller, Texas School Performance Review, 2002

Graduate Success Profile

By graduation, YES Prep students possess:

◾ Proven college level academic capabilities—Ready for the transition to college-level coursework, 
including core academic knowledge, personal work habits, self-motivation and confidence. 

◾  College success expectations—Noble values, recognize the value of a four-year college education, and 
expect to graduate from such an institution.

◾  Intellectual curiosity and awareness of opportunities—Value learning, seek new opportunities out of 
their “comfort zone.” 

◾  Commitment to community service—Responsibility to others, seek service opportunities and are 
committed to improving disadvantaged communities.

◾  Positive and supportive network of relationships—Develop a social network of peers and mentors that 
can guide them through challenging periods.
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VI. Proven Impact: YES Prep Works

A Decade of Outstanding Results

Over the last decade, YES Prep Public Schools has sustained a track record of results that no other charter 
school in Texas can claim: 

◾  100% of graduates have been accepted to four-year colleges and universities (nine classes).

◾  YES Prep graduates have been accepted to over 250 different schools nationwide, including Columbia, 
Cornell, Georgetown, Harvard, Rice, Stanford, Texas A&M, University of Texas-Austin, University of 
Pennsylvania, Vanderbilt, and Yale University.

◾  From 2001 to 2008, YES Prep graduates received over $22 million in scholarships and financial aid. 

◾  84% of YES Prep alumni have graduated from college or are still enrolled in a post-secondary institution 
(compared to the national average of less than 25% for low-income minorities).

Managing Growth

YES Prep is committed to a culture of performance.  Since inception, YES Prep has consistently met goals 
for growth, student outcomes, and sound financial management. YES Prep has maintained its financial and 
academic results, and in some cases improved upon them, while growing aggressively.
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Student Achievement

In every subject area and grade level, YES Prep outperforms both local and state passing rates on state 
mandated proficiency exams. Consistently high levels of student achievement are reflected in YES Prep’s 
results on the state TAKS exams. Based on this performance, YES Prep has earned TEA’s highest ratings of 
Exemplary or Recognized at each campus, in every year of operation. 

Despite consistently high levels of achievement on state exams, the focus of YES Prep’s model and curricula 
is on authentic learning and skill development. All teachers and students adhere to an internally-developed 
set of rigorous college-prep standards that are vertically aligned to ensure all YES Prep students graduate 
with the knowledge and skills necessary to thrive in a college environment, not just pass the tests that 
get them there. As a result, YES Prep students regularly exceed the minimum passing standards on state 
exams, receiving Commended Performance (generally defined as a score of 90% or higher) at rates which 
are comparable to those of students in affluent suburbs. This performance provides further evidence of the 
high caliber of instruction at each YES Prep school.

TAKS Passing Rates 2007-2008
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College Eligibility

YES Prep measures academic achievement and growth 
in high school in a number of ways, including performance 
on national college entrance exams such as the SAT and 
PSAT. Participation in these exams is widely considered 
to be a prerequisite to college eligibility. The college 
bound culture at YES Prep is reinforced by the fact that 
100% of YES Prep students take one or more of these 
exams. At area high schools with similar demographics, 
only 55% of the students take the SAT (rendering 
the other 45% ineligible for college application or 
acceptance by default). In contrast, even at a higher rate 
of participation, YES Prep maintains averages that are on 
par with national figures and that significantly outpace 
state and local public schools.

College Readiness

Although college placement testing is required for 
college acceptance, performance on these exams is 
not necessarily an indicator of college-readiness. This is 
evidenced by the overwhelming percentage of students 
nationwide who require remedial coursework upon 
entering college. YES Prep equips its students with the 
academic and study skills necessary for success in a 
rigorous college environment. As a result, only 5% of 
YES Prep students require academic remediation upon 
attending college, compared with 28% of students 
nationwide and 50% of students in Texas.12 

College Acceptance and Persistence

YES Prep’s systematic approach to college counseling 
ensures that students are able to navigate the college 
application and scholarship process. With the support 
of a comprehensive college counseling team that helps 
students choose colleges based on their strengths 
and interests, 100% of YES Prep graduates have been  
accepted to four-year colleges and universities. 

More compelling, however, is the rate at which these 
students persist in their collegiate coursework. YES 
Prep instills in its students the expectation that they 
will graduate from college, not just be accepted. For 
low-income students as a whole, only a quarter of the 
already-small percentage that matriculate to college will 
complete their studies and earn a degree. By contrast, 
84% of all YES Prep alumni have either graduated 
from college or are still enrolled in a post-secondary 
institution.

12 The Report of the Commission for a College Ready Texas, November 2007
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VII. Phase II Growth Plan 

In 2008, YES Prep completed Phase I of its expansion. Today, YES Prep operates five schools, serves over 
2,600 low-income students, and employs 261 full-time staff. With a decade of sustained results, a pipeline 
of future school leaders, and no long-term debt, YES Prep is well positioned to begin the Phase II growth 
strategy. 

Over the next five years, YES Prep plans to open an additional eight campuses and grow to serve 10,000 
low-income students, graduating approximately 1,100 students each year who are prepared to succeed in 
a four-year college. YES Prep will achieve this enrollment and graduation target by 2020.  

YES Prep has identified neighborhoods to locate new schools where the median income is less than 
$30,000 a year and the community’s school district feeder pattern is under-performing. YES Prep will launch 
Phase II growth with the opening of two new campuses in July 2009: 

*YES Prep’s fiscal year runs from September 1 to August 31. FY 2009 represents the 2008-09 school year. 

Phase II Growth Plan: Five Strategic Initiatives

To accomplish these goals within this time frame—and maximize limited financial resources—YES Prep    
will focus on the following strategic initiatives:

1.  Create a high-performing, efficient, sustainable Home Office 
 YES Prep’s Home Office is structured to provide the highest quality of support to the campuses while 

remaining as cost-effective as possible. YES Prep charges each campus a fee of 7.5% of their government 
revenue to fund Home Office operations. When the YES Prep system reaches sustainability, the ratio of 
Home Office staff to students will be 1:208. YES Prep has benchmarked this ratio against other CMOs 
across the country and is confident that it can maintain a high quality of service and accountability 
within this structure and staff count. The organization chart and leadership biographies in Appendix C 
outline the core functions and responsibilities for each Home Office department.  

2.  Deliver facilities at a more cost-effective rate than traditional ISDs
 In a region where two recent traditional school district bond campaigns have topped one billion dollars, 

YES Prep is committed to delivering school facilities in a manner that reflects its high-quality, cost 
effective program. In order to provide equitable facility access for all YES Prep campuses, each campus 
will contribute to a system-wide facility funding pool. Funds in this pool will cover lease expenses and, 
over time, will grow large enough to cover annual debt financing payments.  

 At nine million dollars per campus (less than $12,000 per permanent seat), YES Prep spends far less 
for its capital projects than traditional school districts across Greater Houston. This is accomplished by 
utilizing every available resource, including renovation/repair of existing structures, modular buildings, 
long-term leases, and prefabricated building construction. Even when YES Prep must build “from the 
ground up,” its costs average under $120 sq/ft., compared to over $158 sq/ft. for similarly built district 
schools.  

3.  Implement a performance management initiative that ensures quality academic outcomes in the 
midst of rapid growth

 With seed funding from the Michael & Susan Dell Foundation, YES Prep has developed a comprehensive 
performance management initiative that will inform decision making and ensure academic quality 
throughout Phase II growth. The program is rooted in a series of milestones that track performance 
at every level of the organization and provide real-time data for the Board of Trustees, Chiefs, School 
Directors and other managers in the organization.

Fiscal Year* 2009 2010 2011 2012 2013 2014 ...2020

School Count 5 7 8 11 12 13 13

Student Enrollment 2,638 3,369 4,129 5,179 6,216 7,281 10,423

Staff Count 261 298 353 426 497 574 784
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The system functions as an integral part of YES Prep’s intranet so that, in addition to dashboard metrics, 
staff will have access to shared documents, audience-specific communication and other tools which 
promote collaboration. This initiative will play a key role in ensuring that YES Prep’s growth does not 
compromise its performance. Ultimately, if the performance management program indicates that 
quality is suffering as a result of growth, YES Prep will suspend Phase II and take action to restore its 
operations before opening additional schools.

4.  Attract and develop high-caliber people at every level of the organization
 YES Prep recognizes that it is only as good as the people within the organization. More than anything 

else, human capital development is the key factor that will enable YES Prep to achieve its Phase II 
growth goals. In order to recruit, train, and retain staff, YES Prep has created three strands of leadership 
development: 

◾  Teaching Excellence Program
 A comprehensive training program for all staff new to YES Prep. For new teachers, it includes over 

100 hours of professional development during their first year of teaching. The program is managed at 
the Home Office and includes personnel at every school. 

◾  Master-Teacher Track 
 This program is in the early stages of development and will be implemented throughout the 2009-10 

school year. In conjunction with the performance management initiative, it will create an aggressive 
salary track for teachers who make dramatic gains in student achievement. Advancement will carry 
the expectation of greater responsibility, with the opportunity for classroom teachers to take on roles 
not normally available to them in traditional districts. 

◾  School Director Leadership Pipeline
 All YES Prep School Directors are developed internally. This program creates a pipeline for these future 

school leaders with a multi-year professional development track. The process includes: identifying 
high potential staff members early in their careers through a leadership profile survey, matching high 
potential prospects with external leadership programs, and providing a “Year 0” during which future 
school leaders complete new campus planning.

5.  Implement two innovative school designs that reduce start-up expenses without sacrificing   
quality results

 In Phase II, YES Prep will employ two innovative school design models that significantly decrease the 
ramp-up costs associated with opening and operating new schools. These designs will enable YES Prep 
to open all eight schools within the next five years and bring the entire YES Prep system to sustainability 
by FY 2016. These two designs are described in detail in Appendix E.

Extraordinary Teachers for Extraordinary Results

YES Prep is successful in large part because of the professionals that live their commitment serving 
students. Part of YES Prep’s entrepreneurial culture requires talented faculty driven to experiment, improve, 
and engage.

◾  YES Prep and Teach for America—60% of YES Prep staff are TFA corps or alumni, including Chris Barbic 
(founder) and five of seven current School Directors.

◾  Best and Brightest—YES Prep recruits high potential teachers whose college GPAs significantly exceed 
the national average.

◾  Rigorous Staff Development—Rigorous on-boarding, coaching and data-driven performance management 
ensure classroom performance.
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VIII. Financial Operating Plan 

YES Prep Public Schools, like all charter school organizations, is primarily funded through state and federal 
government sources, most of which are based on Average Daily Attendance (ADA). Its sustainable long-
term financial mode also anticipates a modest level of ongoing philanthropic support. By 2016, when 
enough schools have reached full enrollment levels, these two sources of reliable revenue will support YES 
Prep’s entire operational cost structure and debt service expense load. 

School Level Economics

Each YES Prep school opens with a single class, and adds one additional class per year. As an operator of 
integrated 6th-12th grade schools, this means that full enrollment does not occur in a new school until the 
seventh year of operation. Because YES Prep schools are in various stages of development and use two 
different facilities models (see Appendix E), the specific economics of each of the 13 anticipated schools 
vary somewhat. The projections below for School Six, scheduled to open in July 2009, reflect  typical school 
launch economics.  Net cash flows are negative until the seventh year, requiring the use of $1.8 million of 
cumulative growth capital until the school becomes self-sustaining.  

State Education Funds  As a state charter school system, YES Prep receives operating funds from the 
TEA. The vast majority of these funds are based on ADA and student demographics, such as special 
education and Limited English Proficiency (LEP). Other state funding is received through grants linked 
to specific programs like Science and Math enrichment grants, teacher professional development, and 
ancillary support.

Federal Education Funds  Federal funding is received through grants, NCLB title money and other 
programs such as the Federal Free and Reduced Lunch program. Most of these grants are directed at 
programs offered at the school level or directed to students based on specific needs (Special Education, 
At-Risk, etc).

Other School Level Revenue  YES Prep assesses a nominal student activity fee to offset some of the 
costs for extracurricular acvities and the spring research trips. Students who are unable to afford this fee 
complete service back to the school in lieu of a cash payment. Like any other public school, schools conduct 
modest amounts of fundraising within the immediate community. 

Direct School Expenses  The largest component is for staffing and includes salaries, benefits, substitute 
teachers and professional development. YES Prep contracts out certain services such as food, transportation 
and custodial services. Educational materials and supplies as well as furniture, campus-based technology 
and other equipment are also included in this category. 

Facility operating expenses directly incurred by each school (utilities, property insurance, repairs and 
maintenance) are also reflected here. 

School 6 Economics

Fiscal Year Ending August 31 2009B 2010 2011 2012 2013 2014 2015 2016 2020

Grades Served 0 1 2 3 4 5 6 7 7
School Enrollment 0 140 275 400 515 625 725 815 815

State Education Funds $1.1 $2.2 $3.4 $4.4 $5.5 $6.6 $7.7 $8.6
Federal Education Funds $0.2 $0.3 $0.4 $0.5 $0.6 $0.8 $0.9 $0.9
Other School Level Revenue $0.0 $0.0 $0.0 $0.1 $0.1 $0.1 $0.1 $0.1

Total Revenue $1.3 $2.6 $3.8 $5.0 $6.3 $7.5 $8.6 $9.6

Direct School Expenses $0.1 $1.4 $2.6 $3.8 $4.9 $5.9 $6.8 $7.7 $8.5
Staff Costs $0.0 $0.8 $1.6 $2.2 $2.9 $3.6 $4.1 $4.7 $5.3
Materials, Technology, & Equipment $0.1 $0.2 $0.2 $0.4 $0.5 $0.5 $0.6 $0.7 $0.6
Direct Facilities Expenses $0.0 $0.0 $0.1 $0.2 $0.2 $0.3 $0.3 $0.4 $0.4
Services $0.0 $0.3 $0.7 $1.0 $1.2 $1.5 $1.8 $2.0 $2.3

Home Office Charge $0.1 $0.2 $0.3 $0.4 $0.5 $0.6 $0.6 $0.7
Facilities Charge $0.0 $0.1 $0.1 $0.1 $0.2 $0.2 $0.2 $0.2

Total Expenses $0.1 $1.5 $2.9 $4.1 $5.4 $6.5 $7.6 $8.6 $9.5

School 6 Net Cashflow ($0.1) ($0.3) ($0.3) ($0.3) ($0.4) ($0.2) ($0.1) $0.0 $0.1

All figures in millions, except enrollment
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Internal Charges  Schools also incur internal charges to fund facilities and Home Office support. Facilites 
charges, assessed at 2.5% of state and federal revenue, offset the costs borne centrally to pay for 
debt service and/or lease expenses associated with providing facilities. Home Office support, including 
curriculum, staffing, finance, and IT, is funded through a 7.5% assessment. 

Cashflow from School Rollout

As described in the growth plan (Section VII), YES Prep intends to increase from five schools in 2009 to 13 
schools in operation by 2014. As each school opens and expands enrollment, a period of up to seven years 
of negative cash flow is incurred, followed by net positive cashflows that act to support the rest of YES 
Prep’s activities. Collectively, the 13 schools are projected to reach sustainability beginning in 2016.  Note 
that co-location plans for both “super campus” schools and district partnerships are anticipated to reduce 
the interim deficits associated with opening stand-alone campuses (the figures below represent cashflow 
net of direct expenses and internal charges for facilities and Home Office).
 

Cashflow from Home Office Operations

Because a large portion of YES Prep’s Home Office expenditures are fixed, Home Office finances reach 
break-even once YES Prep serves over 7,000 students beginning in the 2014 school year.

Home Office Revenue  As described above, Home Office operations are supported by charges from 
each school equal to seven and a half percent of government revenue. Note that Facilities charges are not 
reflected in this section, as they predominantly fund debt service, described on the next page. 

Home Office Expenses  Administrative support services for the district as a whole are expensed to 
the Home Office. Major functions include Information Technology, Program Administration, Operations, 
Development and Finance & Accounting.

Cashflow from School Rollout

Cashflow from Home Office Operations

Fiscal Year Ending August 31 2009B 2010 2011 2012 2013 2014 2015 2016 2020

Schools  
Southeast ($0.3) $0.0 $0.0 $0.1 $0.1 $0.0 $0.1 $0.1 $0.1
Southwest ($0.3) ($0.2) ($0.2) $0.0 $0.3 $0.2 $0.4 $0.3 $0.4
North Central ($0.4) ($0.1) ($0.2) ($0.2) $0.1 $0.1 $0.1 $0.2 $0.3
East End ($0.4) ($0.1) ($0.2) ($0.2) $0.1 $0.1 $0.1 $0.2 $0.3
Lee ($0.1) $0.2 $0.3 $0.5 $0.5 $0.4 $0.5 $0.6 $0.6
School 6 (Super 1A) ($0.1) ($0.3) ($0.3) ($0.3) ($0.4) ($0.2) ($0.1) $0.0 $0.1
School 7 (Super 1B) ($0.1) ($0.3) ($0.3) ($0.5) ($0.4) ($0.2) ($0.1) $0.0 $0.1
School 8 (ISD Partnership) $0.0 ($0.4) ($0.3) ($0.2) ($0.2) ($0.3) $0.1 $0.1 $0.5
School 9 (Super 1C) $0.0 $0.0 ($0.3) ($0.3) ($0.5) ($0.5) ($0.4) ($0.2) $0.2
School 10 (Super 2A) $0.0 $0.0 ($0.3) ($0.3) ($0.3) ($0.3) ($0.4) ($0.2) $0.2
School 11 (Super 2B) $0.0 $0.0 ($0.4) ($0.3) ($0.3) ($0.5) ($0.4) ($0.2) $0.2
School 12 (Partner 3) $0.0 $0.0 $0.0 ($0.3) ($0.3) ($0.3) ($0.3) ($0.1) $0.4
School 13 (Super 2C) $0.0 $0.0 $0.0 $0.0 ($0.3) ($0.4) ($0.5) ($0.5) $0.1

Schools Net Cashflow ($1.7) ($1.2) ($2.2) ($2.0) ($1.6) ($1.9) ($0.9) $0.3 $3.5

Cumulative Schools Net Cashflow ($1.7) ($2.9) ($5.1) ($7.1) ($8.7) ($10.6) ($11.5) ($11.2) ($2.1)

All figures in millions

Fiscal Year Ending August 31 2009B 2010 2011 2012 2013 2014 2015 2016 2020

District Enrollment 2,614           3,369           4,129           5,179            6,216           7,281            8,193           9,048           10,423         

Home Office Charge Revenue $1.6 $2.1 $2.7 $3.6 $4.5 $5.4 $6.3 $7.1 $9.1
Home Office Expenses $4.3 $4.2 $4.2 $4.6 $4.8 $5.0 $5.2 $5.3 $5.9

Home Office Net Cashflow ($2.7) ($2.0) ($1.4) ($1.0) ($0.3) $0.4 $1.0 $1.8 $3.2

Cumulative Home Office Net Cashflow ($2.7) ($4.8) ($6.2) ($7.2) ($7.5) ($7.1) ($6.1) ($4.3) $7.3

All figures in millions, except enrollment
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Other Cashflows

Ongoing Philanthropic Fundraising  YES Prep relies on its fundraising efforts to finance the operating 
costs not covered by governmental funding sources, as well as for funding capital needs. YES Prep pursues 
a variety of sources of support including foundation grants and corporate and individual contributions. 
Because of the ongoing need to fund opportunities that enhance educational experiences, fundraising 
will continue to be an integral element of support even after core operations become sustainable through 
government funds.

Facilities Charge Revenue  As described above, each school incurs an internal charge to fund facilities, 
equal to two and a half percent of government revenue. Revenue shown is revenue available for facilities 
net of lease payments.   

Facilities Capital Outlays  In order to purchase or develop facilities, YES Prep will need to make direct 
investments in each property.  These are governed both by the organization’s policy towards assuming risk 
and debt, and by the anticipated constraints associated with loan to value ratios required by anticipated 
financing choices. Figures represent both the cash used for equity investments in real estate and other 
cash flows associated directly with acquisition, development, and renovation. For schools opening after 
2009, these costs are estimated based upon experience to date. This is an area in which YES Prep seeks 
significant savings relative to plan. 

Facilities Debt Service  To date, YES Prep has operated without facilities-related debt; however, it 
acknowledges that debt will be required to fund a portion of the acquisition and construction of facilities 
during this growth period. In general, it is assumed that the projects between 2010 and 2016 will be 
80% debt financed with fully amortizing 30 year terms and an assumed six percent interest rate. More 
favorable terms, including PRI investments, bond financing, and New Market Tax Credit programs are being 
aggressively pursued.

New Market Tax Credits    YES Prep’s intended projects are expected to be compatible with New Market Tax 
Credit (NMTC) investments, a source of advantageously priced debt and/or equity. Out of conservativism, 
however, no NMTC investments are reflected in the financial plan associated with this prospectus. Savings 
derived from such transactions will reduce the overall debt load associated with growth.

Non-Operating Cashflow

Ongoing Philanthropic Fundraising

Fiscal Year Ending August 31 2009B 2010 2011 2012 2013 2014 2015 2016 2020

Ongoing Philanthropic Fundraising $1.0 $1.0 $1.0 $1.5 $1.5 $1.5 $1.5 $1.5 $1.5

Fiscal Year Ending August 31 2009B 2010 2011 2012 2013 2014 2015 2016 2020

Facilities Charge Net Revenue $0.5 $0.5 $0.7 $1.0 $1.1 $1.4 $1.6 $1.8 $2.3
Facilities Capital Outlays ($13.7) ($1.5) ($4.0) ($3.0) ($4.5) $0.0 ($2.6) $0.0 $0.0
Facilities Debt Service (Principal & Interest) ($0.0) ($0.3) ($1.1) ($1.5) ($2.4) ($2.9) ($3.4) ($3.7) ($3.7)

Non-Operating Net Cashflow ($13.2) ($1.3) ($4.5) ($3.5) ($5.8) ($1.5) ($4.4) ($1.9) ($1.4)

Cumulative Non-Operating Net Cashflow ($13.2) ($14.5) ($19.0) ($22.5) ($28.3) ($29.8) ($34.2) ($36.1) ($40.2)

All figures in millions, except enrollment; See Appendix E for detail of facilities investment and financing timing
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IX. Enterprise Sustainability and Growth Capital Requirements

YES Prep Public Schools intends to operate on a fully sustainable basis, where public revenue can support 
all school, Home Office, and facility activities. This minimum threshold is anticipated by 2016, although full 
enrollment and healthy surplus margins will not be achieved until 2020. For the intervening years, the long 
term business model will fall short of covering the full cost of YES Prep’s platform.  Philanthropic equity will 
be used to bridge the interim deficit incurred en route to sustainability.  
  

In order to achieve the 2016 economic sustainability target, YES Prep projects a total need of $56.1 million 
in philanthropic support, $10.5 million of which will be raised through ongoing philanthropic fundraising.  
The remaining $45.6 million is to be comprised of proceeds from the Phase II Growth Capital campaign 
outlined in this memorandum, and approximately $7.6 million in non-cash support.  The projected used of 
the $56.1 million are as follows:  
 
◾ School Startup Deficits: $10-12 million  As part of YES Prep’s operating model, schools open with 

sixth grade and grow by one grade level each year. While this creates a “ramp-up” deficit at an individual 
school, these school level operating deficits are largely offset by surpluses generated once the existing 
schools reach full enrollment. 

◾  Home Office Deficit: $7-8 million  After 2014, fees paid by schools to the Home Office, assessed at 
seven and a half perfect of government revenue (ADA), will fund the full cost of Home Office support 
functions and generate a modest surplus in 2015 and beyond. Philanthropic equity is required to offset 
deficits incurred leading up to 2014.

◾  Facilities Equity: $25-32 million  These funds will keep the debt to equity ratio at or below 80% for each 
of the campuses and, by reducing the blended cost of capital, will provide a permanent subsidy to YES 
Prep facilities. The resulting cost of facilities (debt service and maintenance) allows YES Prep to deliver 
adequate facilities and still fund operations at a rate similar to that of neighboring ISDs.

Enterprise Cashflow

Fiscal Year Ending August 31 2009B 2010 2011 2012 2013 2014 2015 2016 2020

District Enrollment 2,614   3,369   4,129   5,179   6,216   7,281   8,193   9,048   10,423 

Schools Net ($1.7) ($1.2) ($2.2) ($2.0) ($1.6) ($1.9) ($0.9) $0.3 $3.5
Home Office Net ($2.7) ($2.0) ($1.4) ($1.0) ($0.3) $0.4 $1.0 $1.8 $3.2
Facilities Charges From Schools $0.5 $0.5 $0.7 $1.0 $1.1 $1.4 $1.6 $1.8 $2.3
Debt Service ($0.0) ($0.3) ($1.1) ($1.5) ($2.4) ($2.9) ($3.4) ($3.7) ($3.7)
Cashflow Before Fundraising & Capital Outlays ($3.9) ($3.0) ($4.0) ($3.5) ($3.2) ($3.0) ($1.7) $0.2 $5.3

Ongoing Philanthropic Fundraising $1.0 $1.0 $1.0 $1.5 $1.5 $1.5 $1.5 $1.5 $1.5
Burn Capital Required ($2.9) ($2.0) ($3.0) ($2.0) ($1.7) ($1.5) ($0.2)

Cumulative Burn Capital $2.9 $4.9 $7.9 $9.9 $11.6 $13.1 $13.3 $13.3 $13.3

Facilities Capital Outlays Total $13.7 $1.5 $4.0 $3.0 $4.5 $0.0 $2.6 $0.0 $0.0

Cumulative Facilities Equity Capital $13.7 $15.2 $19.3 $22.2 $26.8 $26.8 $29.3 $29.3 $29.3

Additional Reserves Required $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $2.9 $2.0 $0.0

Cumulative Equity Growth Capital Required $16.6 $20.2 $27.2 $32.2 $38.4 $39.9 $45.6 $45.6 $45.6

Maximum Capital Required $45.6
Target for Concessionary Financing ($4.4)
Target for In-kind Facilities Contribution ($3.2)
Phase II Growth Capital Campaign Goal $38.0

New Facilities Debt Financing $0.0 $4.5 $16.2 $0.0 $18.2 $0.0 $10.2 $0.0 $0.0
Cumulative Facilities Debt Raised $0.0 $4.5 $20.7 $20.7 $38.9 $38.9 $49.1 $49.1 $49.1
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�   Debt Service: $5-6 million  Philanthropic equity will be used to repay the portion of facilities obligations 
not covered by facilities charges until the enrollment reaches 9,100 students in 2016, at which point YES 
Prep will be in a position to fully fund debt service with operating surpluses. While YES Prep is actively 
seeking financing options that will reduce the debt load, including New Market Tax Credit and bond 
financing, a planning assumption of commercial mortgage lending terms and a six percent cost of capital 
has been used.  

�  Additional Reserves: $2-3 million  In order to maintain financial protection from unforeseen events, 
YES Prep maintains a reserve of no less that 10% of the annual cash budget and debt service. To keep 
proportionate protection as the budget grows, reserves will need to be enhanced.

YES Prep is aggressively seeking $5-9 million of non-cash support to reduce real estate financing and 
acquisition costs through real estate gifts and concessionary financing alternatives. Promising opportunities 
currently include New Market Tax Credit financing, bond financing, security enhancements from supporting 
foundations, and program related investment (PRI) concessionary rate debt. YES Prep is also actively 
cultivating donations of real estate for schools. While none of these are certain to materialize, this plan 
assumes $7.6 million of savings is realized through 2016. Results in this area are the largest driver of 
whether YES Prep will require a second growth capital campaign.

Once sustainability goals have been met, YES Prep intends to continue improving school effectiveness and 
to reduce financial risk to the enterprise. Surpluses will be available to cover contingencies, build reserves, 
retire debt and reinvest in ongoing improvements.
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X. Key Risks

YES Prep Public Schools believes that it will be successful in achieving the targets set forth in this growth 
plan. However, it recognizes that challenges faced during the course of this growth may hinder or delay its 
ability to achieve said goals. Key risks include, but are not limited to, the following:

◾  Staff Recruiting and Retention.  YES Prep’s model is predicated on attracting and developing talented 
staff across the organization. Continued success and the opportunity to replicate the model requires 
that a significant number of these individuals remain with YES Prep, and that recruiting efforts yield 
new talent. To date, YES Prep has been in the enviable position of retaining an abundance of qualified 
candidates for hire and promotion, and this plan requires a continuation of that trend.

◾  Changes in the Status and Financial Health of Charter School Industry in the Houston Area.  Several 
factors could lead to a decline in the demand for, or affordability of, charter school facilities in Houston. 
For example, political forces could detrimentally affect charter school economics, changes in laws could 
lead to a diminished role for charter schools, or changes in the city or school district administration could 
result in a less charter-friendly environment.  

◾  Co-location Risk.  The financial projections of this plan presume success of two district partnerships and 
the associated facilities cost savings. In the event that either or both of these fail to materialize or persist, 
additional facilities will be required, with incremental expense.

◾  Per Pupil Allocation Risk.  YES Prep’s plan estimates a three percent increase per year of the government 
funded per-pupil allocation. State budgets are under intense pressure. A significantly lower rate of growth 
could lead to a failure to make YES Prep sustainable solely from earned revenue, and a significant decline 
could threaten YES Prep’s viability. 

◾  Real Estate Risk.  YES Prep’s plan incorporates an overall six percent per year rate of inflation. Increases 
in the cost of construction could be more than anticipated. Appropriate sites could prove scarce or more 
expensive than expected.    

◾  Enrollment Risk.  Poor academic or financial performance could lead to a decline in enrollment and 
revenue. In 2009, YES Prep has a waiting list with twice as many students as it can enroll. 

◾  Real Estate Execution Risks.  Real estate execution risks include budget overages, missed deadlines, 
regulatory missteps and under-forecasting of cost structure, resulting in financial and reputation damage. 
Significant delays could result in reduced enrollment as well.  

◾  Changes in Health of the Philanthropic Community.  After 2011, YES Prep’s economic model will 
continue to anticipate fundraising of approximately $1.5 million per year. Adverse changes in the 
philanthropic community would make it difficult for YES Prep to meet annual fundraising targets and 
fulfill strategic impact goals.  

◾  Financing Risk.  YES Prep’s growth plan is dependent on attracting debt to finance future campuses. 
Adverse changes to credit markets could limit YES Prep’s ability to attract this financing or significantly 
deteriorate the terms upon which it is available.  
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Appendix A: Timeline, Press & Acknowledgments 

Timeline

YES Prep’s growth has been characterized by four phases of development:

Awards and Recognition

YES Prep has received a number of awards and recognition for its consistent student outcomes:

◾  In December 2007 and again in December 2008, U.S. News & World Report ranked YES Prep as one of 
the top 100 public schools in the nation and the best public school in Houston. 

◾  In April 2008, the Houston Chronicle and the Houston Press both ranked YES Prep Southeast as the best  
public high school in Houston.

◾  In May 2006, and again in 2007, Newsweek magazine ranked YES Prep as one of the top 100 public high 
schools in the nation and the best public school in Houston. 

◾  EPIC Silver Gain Award: YES Prep North Central-—given to the top charter schools in the country that 
have made demonstrable academic gains/student growth over three successive school years.

◾  National Blue Ribbon Nomination Pending: YES Prep North Central—As part of the federal No Child Left 
Behind program, the Blue Ribbon award honors public and private elementary, middle and high schools 
that demonstrate academic excellence and serve as models for other schools nationwide. 

Project YES
An experimental 
program within
Houston ISD
responding to an 
unmet need and
providing middle 
school students 
with an alternative 
educational 
environment.

I. 1995-1998

YES College
Preparatory School
A small, open-
enrollment middle 
and high school 
charter, distinguished 
by an integrated 6th-
12th grade program 
and college acceptance 
as a graduation 
requirement. 

II. 1998-2003

YES College 
Preparatory Schools
An opportunity to 
pilot the replication
in three additional 
communities in 
greater Houston. 

III. 2003-2006

YES Prep Public 
Schools
A Houston-based, 
Houston-focused 
charter management 
organization with a 
documented model 
and track record of 
success serving 
2,600 low-income 
students at five 
schools. 

IV. 2006-Present
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Appendix B: What People Are Saying About YES Prep

YES Prep…is a top-line result of our work. They have shown us that all kids can succeed. 
--Bill Gates, Bill and Melinda Gates Foundation

We all face tough choices as to our discretionary giving, but financial support of YES Prep is an investment 
in our city’s and our nation’s future. I assure you that it is one of the few investments you can make in 
today’s volatile marketplace that is guaranteed to yield a positive return.

--Clarence Cazalot, President and Chief Executive Officer, Marathon Oil Company

…YES Prep Public Schools has transformed from a small, grassroots group of schools into a premier 
organization with a national reputation and a significant role in Houston education reform…the management 
team has a sophisticated understanding of organizational development and a unified strategic plan to 
advance the network’s mission and goals.

--Charter School Growth Fund case study: YES Prep Public Schools

As a long-time supporter of YES Prep Public Schools, we realize that the future of our workforce and of our 
very city itself is reflected in the investment that we make in today’s students.

 -- Fred Fowler, President and Chief Executive Officer, Spectra Energy

When the Michael & Susan Dell Foundation began conversations with the leadership of YES Prep in 2005, 
the foundation was impressed by the charter school’s innovative model, consistently high success rate 
in student achievement, and commitment to expanding its enrollment while improving its performance 
management system.
 --Michael & Susan Dell Foundation case study:

YES Prep-Achieving 100% College Readiness

Knowing where YES Prep [was] ten years ago and seeing where you are now…and watching all the 
intervening years of hard work…was a revelation to me. I hope that the students and their families know 
how lucky they are to have “won” the lottery and have a spot in the school where they are.

--Patricia Lewis, AIM Foundation

Alumni and Current Students

Through YES Prep, I was able to participate in community involvement activities that strengthened my 
ideals in service, work ethic and commitment. These activities prepared me for college.

--Carlos Blanco, Columbia University

The best thing about YES Prep is that, unlike most schools, everyone is required to succeed. It is part of the 
curriculum. Knowing I have to succeed keeps me from slacking off and helps me focus on my goals.

–Seun Ogedenbe, 9th Grade Student

At YES Prep, they have high expectations. They want us to go to college. They even give us opportunities 
to go and see what college is about. At my old school, we would just go to class, maybe get a lecture for 
10 minutes and then get a worksheet… I’m challenged now.

--Richard Carmona, 11th Grade Student

YES Prep provided me with an atmosphere that was safe and allowed me to develop both social and 
mental skills that I am now able to apply as a college student. YES Prep teachers are not there just to teach, 
they form strong bonds with their students and become life mentors.

--Arturo Villanueva, Rice University
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Appendix C: Home Office Management Team and Board 

Leadership Team Biographies

Chris Barbic, Founder and Chief Executive Officer

As Head of Schools, Chris is the Chief Executive Officer of YES Prep and oversees all of the senior 
management and school directors. Prior to founding YES Prep, Chris taught for six years in Houston ISD 
and was a member of Teach for America. In 1995, he earned Houston ISD’s Outstanding Young Educator 
Award. Chris has earned a number of awards for his contribution to the educational reform movement, 
including The Do Something Foundation’s Do Something Brick Award in 2000. In 2001, he was selected 
by President Bush to serve on the President’s Commission on Excellence in Hispanic Education and in 
2006 was awarded Vanderbilt University’s Distinguished Alumnus Award. Chris graduated from Vanderbilt 
University in 1992 with a Bachelor’s degree in English and Human Development. 

Ryan Dolibois, Chief Development Officer 

Ryan joined the staff of YES Prep in 2001, and in addition to his development responsibilities, has taught 11th 
grade English and 12th grade government. Over his time at YES Prep, the annual fund goal has grown from 
$500,000 to an annual need of over $2.5 million. In the past four years, working with the YES Prep Board 
and Head of Schools, Ryan has helped YES Prep raise more than $60 million for its operations, facilities, 
and expansion. Ryan came to Houston in 1998 as a member of the Teach for America corps and taught 
5th grade reading for three years in an inner-city elementary school. In 1999, Ryan was recognized as the 
First-Year Teacher of the Year for the state of Texas He is a member of the National Association of Fundraising 
Professionals (AFP) and is active in the local chapter. Ryan graduated from the College of William and Mary 
with a Bachelor’s degree in religion and government.

YES Prep Staff and Teacher Leadership

YES Prep Students and Families

Southeast

Phil Wright/
Jason Bernal

Lee Gulfton

Jake Schmidt

YES Prep South

Tarriek Rideaux

YES Prep West

Ellen Winstead

Southwest

Cliff Claffin

North Central

Mark DiBella

East End

Luz Navvaro

Program / 
People Team

Chief Program
and People Officer

Jennifer Hines

Chief Operations
Officer

Sheilah Kavaney

Chief Growth
Officer

Anne McClellan

Chief Finance
Officer

Robert McBurnett

Head of New
Schools

Bill Durbin

Chief
Development

Officer
Ryan Dolibois

Head of 
Schools (2012)

TBA

Operations Team Finance Team Development 
Team

2009 10.5 FTE
2012 16 FTE

2009 11 FTE
2012 12 FTE

2009 4 FTE
2012 6 FTE

2009 4 FTE
2012 4 FTE

New School and Leader
Development 0-3 years

Chief Executive Officer
Chris Barbic

YES Prep Board of Trustess

2010: School 8
2011: Schools 9/10/11
2012: Schools 12/13



22

Bill Durbin, Head of New Schools

Bill is the Head of New Schools and is the former the director of YES Prep Lee Campus. He also serves 
as a leadership coach for the Texas High School Project. Previously, he co-founded and directed YES Prep 
Northeast and YES Prep East End. Before starting two YES Prep schools, he served as a founding teacher 
at YES Prep Southeast, the first YES Prep school. Bill created and ran the athletic program, taught 6th and 7th 
grade English, served as grade-level and English department chair, and sat on the school’s campus-based 
leadership team. Bill holds a Bachelor’s degree in English from the University of Illinois and a Masters in 
Education (Supervision and Administration) from the University of Houston. 

Jennifer Hines, Chief People and Program Officer 

As Chief Program Officer, Jennifer oversees attracting and developing YES Prep’s human capital and is 
responsible for the quality of YES Prep’s educational program. She has worked at YES Prep since it first 
opened as a 6th-12th grade school in 1998. Along with her previous position as School Director, Jennifer 
has also taught Advanced Placement English and Psychology and worked as a consultant on curriculum 
development. She was also a member of Teach For America and completed four years as an English 
teacher in Houston. Jennifer has been a fellow of the Houston Annenberg Challenge Leadership Academy 
for principals in Houston as well as Common Ground, a program for English teachers sponsored by  
the National Endowment for the Humanities. Jennifer graduated from the University of Virginia in 1992 
with a Bachelor’s degree in English and Psychology and holds a Master’s degree in Urban Education from 
Harvard University. 

Sheilah Kavaney, Chief Operating Officer  

As Chief Operating Officer, Sheilah is responsible for the IT, facility construction and maintenance, state 
and federal reporting, food, and transportation services at YES Prep. Sheilah moved to Houston, Texas in 
1993 to begin a career teaching middle school science as a Teach for America corps member. In 1995, she 
joined Christopher Barbic to establish Project YES the predecessor to YES Prep Public Schools. Sheilah 
graduated from Earlham College with a Bachelor’s degree in Biology and a focus in Peace and Global 
Studies and has a Master’s degree from Boston University in business administration with a certificate in 
public and non-profit management.

Robert McBurnett, Chief Financial Officer

Robert oversees all aspects of YES Prep’s Finance Team. He joined YES Prep in December 2008 after six 
years as the Chief Financial Officer for the Tennessee Titans of the National Football League.  Robert’s 
career in professional sports began in 1986, when he joined the Houston Astros as an assistant controller 
and held a variety of positions over fourteen years, including vice president of finance. He has also served as 
the business administrator for First United Methodist Church in Houston, Texas. Robert began his financial 
career with the international accounting firm Deloitte Haskins & Sells as a staff accountant, and held various 
corporate accounting positions before joining the Astros. He is a graduate of Texas A&M University. 

Anne McClellan, Chief Growth Officer 

Anne’s primary responsibility is to provide leadership in YES Prep’s strategic planning and growth. Anne 
joined YES Prep in 2008 after serving as a Program Officer at the Communities Foundations of Texas 
(CFT), where she helped design and launch 35 Texas Science, Technology, Engineering and Mathematics 
academies and established a statewide coaching program and network focused on the STEM initiative 
as part of The Texas High School Project. She was the founding principal of Challenge Early College High, 
the first early college high school in Texas. Anne was also a co-founder of the Center for Reform of School 
Systems which focused on the improvement of district and school board governance. She was recognized 
by the University of Houston with the 1996 Outstanding Doctoral Student Award and received the Houston 
ISD and George and Josephine Hamman Foundation Outstanding Educator Award in 1992. Anne holds 
degrees from Syracuse University, Buffalo State University and University of Houston.  



23

YES Prep Board Governance

All YES Prep entities, including the Home Office, operate under the same charter and with the same 
governing board. The board’s role in a CMO is a hybrid of traditional non-profit board responsibilities and 
compliance requirements associated with a traditional school board. While YES Prep trustees are not elected 
officials, they are required to provide the same type of oversight as traditional school board members in 
Texas. The following committees provide governance and policy guidance:

Finance Committee—Guides YES Prep’s financial health and stability. Since 2005, YES Prep’s operating 
budget has grown from seven million to $26 million, and the organization has completed over $17 million 
in facility acquisitions and construction. 

Real Estate and Facility Development Committee—Ensures current buildings and properties are properly 
maintained and that YES Prep develops/implements the most cost-effective facilities strategies.

Public Relations and Fund Development Committee—Champions YES Prep’s mission in the Houston 
community, works to assist the organization in meeting its annual operating and capital fundraising goals.

Strategy Committee—Focuses on quality growth goals and delivering on the strategic statement outlined 
earlier in this plan. In addition, the committee meets to periodically evaluate the risk factors associated 
with growth and ensure the organization is planning ahead, mitigating risk factors, and creating realistic 
contingency plans.

People and Program Committee—Provides insight and expertise related to HR decisions, and the 
rollout of programs and systems to support students and teachers. It also serves as a sounding board for 
management as they consider new academic and other programmatic initiatives.

Mickey Barrett
Partner, Whitespire Ventures

Bob Casey
President, The Ridge Group

James Calaway
President, Calaway Interests, LLC

Janet Clark
CFO, Marathon Oil Company

Jeannie Chandler
Volunteer, Junior League of Houston

Doug Erwin
CEO, The Planet

Chalon Fontaine, (PR/Development Chair)
Memorial Hermann Foundation (Ret.)

Joe Greenberg, Chair; (Strategy Chair)
President, Alta Resources

Alan Harris
Chief Development Officer, Spectra Energy

Barry Kelly
Texas Commercial Banking Director,
Regions Bank

Jim Kempner
President, Imperial Sugar (Ret.)

Drew Masterson, Interim Secretary
Managing Director, First Southwest Company

Mark Muller
Centaurus Advisors, LLC

Ron Nixon
President, The Catalyst Group

Scott Schwinger, Treasurer; (Finance Chair)
CFO, Houston Texans

Justin Segal, (Facilities Chair)
President, Boxer Finance

Doug Selman, Vice-Chair; (People/Program Chair)
Vice President, ExxonMobil (Ret.)

Leslie Smith
CEO, FUUSA

Constance White
Executive Director, Spindletop Charities, Inc.

Board Members and Affiliations
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Appendix D: YES Prep Schools In Operation: 2008-09 

YES Prep Today

YES Prep Public Schools currently serves 2,600 students at five schools. Two additional schools will open 
in July 2009: 

Current YES Prep Schools

YES Prep Southeast—353 Crenshaw Road

Founded in 1998 (the flagship campus), the “Wizards” serve 720 students 
in 6th-12th grade.

2008 TEA Rating: Exemplary

YES Prep North Central—13703 Aldine Westfield Road

Founded in 2003, the “Trailblazers” are comprised of 650 students in 
grades 6-11.

2008 TEA Rating: Exemplary

YES Prep Southwest—4411 Anderson Road

Founded in 2004, the “Mavericks” are comprised of 480 students in grades 
6-10.

2008 TEA Rating: Recognized

YES Prep East End—8329 Lawndale Road

Founded in 2006, the “Explorers” are made up of 460 students in grades 
6-9. 

2008 TEA Rating: Exemplary

YES Prep Lee/Gulfton—6529 Beverly Hill Street, located on the of 3rd floor 
Robert E. Lee High School, Houston Independent School District 

Founded in 2007, the “Force” is comprised of 276 students in grades 6-7.

2008 Rating: Exemplary

YES Prep West—6565 DeMoss Street

To open on the Super Campus site in July of 2009. 

YES Prep South—6565 DeMoss Street

To open on the Super Campus site in July of 2009.

 

 

TBD

TBD
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Appendix E: School Design Models
 
As part of the Phase II Growth Plan YES Prep will employ two school design models:

The “Super Campus” Facility Sharing Model: YES Prep’s Phase I growth strategy was based on a 
deliberate school roll-out plan that called for a new school to open with 140 students in sixth grade and 
grow by a grade level each year. In consultation with the Michael & Susan Dell Foundation and other national 
funders, the leadership team and Board of Trustees examined how YES Prep could adjust this growth 
strategy to develop an accelerated plan that does not compromise YES Prep’s culture, its exceptional 
results, or its long-term financial stability.

The “Super Campus” plan represents the culmination of this effort and will enable YES Prep to open new 
schools more quickly, serve a greater number of Houston’s low-income students faster, and achieve system-
wide financial sustainability faster than the traditional roll-out strategy. YES Prep has recently purchased a 
building in Houston’s Gulfton area that is being renovated and will open in summer 2009. Another super 
campus location will be acquired in 2011. The roll-out for both campuses is as follows:  

◾  In Year One, the Super Campus opens with 280 students in sixth grade, which is twice the amount that 
YES Prep has traditionally enrolled when opening a new school. 

◾  In Year Two, the Super Campus grows to over 530 students in sixth and seventh grade. For these two 
years of operation, this student body operates as one school, sharing leadership and essential services. 

◾  In Year Three, the seventh graders and rising eighth graders split. One half stays at the campus; the other 
half spin-off to a permanent location nearby. Both schools recruit a new cohort of sixth graders, and an 
additional group of 140 sixth graders is recruited at the Super Campus to begin a third school. 

YES Prep will spin-off the third school in subsequent years, creating a total of three new schools that are 
created from the initial Super Campus location. This approach ensures consistent implementation of the 
YES Prep culture while creating economies of scale in transportation, food service, utilities, and facility 
management. It also provides an ideal training environment for future school leaders, as they work side-by-
side with the experienced leaders and prepare to lead each spin-off school. Perhaps most significantly, it 
provides a way for YES Prep to achieve system-wide financial sustainability faster without having to change 
its traditional approach of adding one grade level a year.   

District Partnerships: In the partnership model, YES Prep collaborates with a traditional school district 
and occupies available space in one of their facilities. YES Prep leases space at below-market rates to gain 
access to facilities and resources that are typically not available at a new charter school campus. In addition, 
YES Prep can avoid the significant capital investment that is traditionally required for a new campus site. 

In the 2007-08 school year, YES Prep opened its fifth school through an innovative partnership with the 
Houston Independent School District. YES Prep Lee is housed on the third floor of Houston ISD’s Lee High 
School. This collaboration is one of the first of its kind in the state of Texas and serves as the pilot for the 
second campus design model that YES Prep will use in the Phase II Growth Plan. In its first year, YES Prep 
Lee earned the state’s highest academic rating of Exemplary and the YES Prep team successfully created 
a culture of excellence inside Lee High School.  

YES Prep is currently in negotiations to launch additional partnerships in FY 2010 and 2013 with a school 
district and a University partner. 
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Appendix F: Pro-Forma Financials

Fiscal Year Ending August 31 2009B 2010 2011 2012 2013 2014 2015 2016 2020

District Enrollment 2,614 3,369 4,129 5,179 6,216 7,281 8,193 9,048 10,423

Operating Summary

Schools  
Southeast ($0.3) $0.0 $0.0 $0.1 $0.1 $0.0 $0.1 $0.1 $0.1
Southwest ($0.3) ($0.2) ($0.2) $0.0 $0.3 $0.2 $0.4 $0.3 $0.4
North Central ($0.4) ($0.1) ($0.2) ($0.2) $0.1 $0.1 $0.1 $0.2 $0.3
East End ($0.4) ($0.1) ($0.2) ($0.2) $0.1 $0.1 $0.1 $0.2 $0.3
Lee ($0.1) $0.2 $0.3 $0.5 $0.5 $0.4 $0.5 $0.6 $0.6
School 6 (Super 1A) ($0.1) ($0.3) ($0.3) ($0.3) ($0.4) ($0.2) ($0.1) $0.0 $0.1
School 7 (Super 1B) ($0.1) ($0.3) ($0.3) ($0.5) ($0.4) ($0.2) ($0.1) $0.0 $0.1
School 8 (ISD Partnership) $0.0 ($0.4) ($0.3) ($0.2) ($0.2) ($0.3) $0.1 $0.1 $0.5
School 9 (Super 1C) $0.0 $0.0 ($0.3) ($0.3) ($0.5) ($0.5) ($0.4) ($0.2) $0.2
School 10 (Super 2A) $0.0 $0.0 ($0.3) ($0.3) ($0.3) ($0.3) ($0.4) ($0.2) $0.2
School 11 (Super 2B) $0.0 $0.0 ($0.4) ($0.3) ($0.3) ($0.5) ($0.4) ($0.2) $0.2
School 12 (Partner 3) $0.0 $0.0 $0.0 ($0.3) ($0.3) ($0.3) ($0.3) ($0.1) $0.4
School 13 (Super 2C) $0.0 $0.0 $0.0 $0.0 ($0.3) ($0.4) ($0.5) ($0.5) $0.1

Schools Net Cashflow Subtotal ($1.7) ($1.2) ($2.2) ($2.0) ($1.6) ($1.9) ($0.9) $0.3 $3.5

Home Office Operations Net ($2.7) ($2.0) ($1.4) ($1.0) ($0.3) $0.4 $1.0 $1.8 $3.2
Facilities Charges From Schools $0.5 $0.5 $0.7 $1.0 $1.1 $1.4 $1.6 $1.8 $2.3
Debt Service ($0.0) ($0.3) ($1.1) ($1.5) ($2.4) ($2.9) ($3.4) ($3.7) ($3.7)
Shared Platform Cashflow Subtotal ($2.2) ($1.8) ($1.8) ($1.5) ($1.6) ($1.1) ($0.8) ($0.1) $1.8

Income before Fundraising ($3.9) ($3.0) ($4.0) ($3.5) ($3.2) ($3.0) ($1.7) $0.2 $5.3
Ongoing Philanthropic Fundraising $1.0 $1.0 $1.0 $1.5 $1.5 $1.5 $1.5 $1.5 $1.5
Net Burn Capital Required $2.9 $2.0 $3.0 $2.0 $1.7 $1.5 $0.2 $0.0 $0.0

Cumulative Burn Capital $2.9 $4.9 $7.9 $9.9 $11.6 $13.1 $13.3 $13.3 $13.3

Facilities Investments
Southeast $0.0 $1.5 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Southwest $1.7 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
North Central $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
East End $3.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Lee $0.0 $0.0 $0.0 $3.0 $0.0 $0.0 $0.0 $0.0 $0.0
School 6 (Super 1A) $9.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
School 7 (Super 1B) $0.0 $0.0 $2.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
School 8 (ISD Partnership) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
School 9 (Super 1C) $0.0 $0.0 $0.0 $0.0 $2.3 $0.0 $0.0 $0.0 $0.0
School 10 (Super 2A) $0.0 $0.0 $2.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
School 11 (Super 2B) $0.0 $0.0 $0.0 $0.0 $2.3 $0.0 $0.0 $0.0 $0.0
School 12 (Partner 3) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $2.6 $0.0 $0.0
School 13 (Super 2C) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

Facilities Equity Total $13.7 $1.5 $4.0 $3.0 $4.5 $0.0 $2.6 $0.0 $0.0
Cumulative Facilities Equity Capital $13.7 $15.2 $19.3 $22.2 $26.8 $26.8 $29.3 $29.3 $29.3

Additional Reserves Required $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $2.9 $2.0 $0.0

Cumulative Equity Capital Required $16.6 $20.1 $27.2 $32.1 $38.4 $39.9 $45.6 $45.6 $45.6

Maximum Capital Required $45.6
Target for Concessionary Financing ($4.4)
Target for In-kind Facilities Contribution ($3.2)
Phase II Growth Capital Campaign Goal $38.0

New Facilities Financing $0.0 $4.5 $16.2 $0.0 $18.2 $0.0 $10.2 $0.0 $0.0
Cumulative Facilities Debt Raised $0.0 $4.5 $20.7 $20.7 $38.9 $38.9 $49.1 $49.1 $49.1

Total Facilities Financing Required $49.1

$0.0
$3.0
$0 0
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Appendix G: YES Prep Public Schools Phase II Growth Capital

Offering Terms

All flows of philanthropic equity grants associated with this Phase II Growth Capital Offering will be 
monitored and reported using the SEGUE℠ (Sustainable Enhancement Grant) methodology developed by 
Nonprofit Finance Fund, a certified Community Development Financial Institution based in New York City. 
The SEGUE℠ methodology, designed to provide philanthropic investors with an equity-like experience, 
incorporates the following features:

◾  SEGUE℠  The word “SEGUE℠” refers to Sustainable Enhancement Grant, a fully GAAP-compliant grant-
making methodology developed by Nonprofit Finance Fund.

◾  Exclusion of Debt  SEGUE℠ terms and conditions do not under any circumstances apply to potential 
debt obligations referred to in this offering document.

◾  Philanthropic Equity Investment  The words “Philanthropic Equity Investment” refer to contributions 
that are entirely charitable in nature and will generate no financial returns to the investor. 

◾  Philanthropic Equity Investment Offering  Up to 384 non-assignable YES Prep Public Schools Growth 
Capital Campaign SEGUE℠ Units, at $125,000 per Unit. 

◾  Philanthropic Investor  The words “Philanthropic Investor” refer to any person or institution that has 
made a charitable grant to YES Prep pursuant to this offering document.

◾  SEGUE℠ Unit  A SEGUE℠ Unit is defined as a formal mechanism by which YES Prep recognizes the 
roles played by Philanthropic Investors who provide equity-like capital required to produce a YES Prep 
enterprise that is fully self-sustaining under its chosen long-term business model. Holding SEGUE℠ 
Units does not constitute ownership in YES Prep. Philanthropic Investors hold no board seats and have 
no voting rights, unless formally invited by YES Prep to join the Board.

◾  Maintenance of Capitalization Table  YES Prep will maintain a definitive list of SEGUE℠ Philanthropic 
Investors, identifying their names, contact information and invested amounts. This roster will not be 
altered unless a new Philanthropic Investor is added, either in connection to the Phase II Growth Capital 
Offering, or in connection to subsequent YES Prep growth capital campaigns.

◾  Identification of Philanthropic Investors  YES Prep will provide each Philanthropic Investor with the 
Phase II SEGUE℠ Capitalization Table. Any change in the roster of Philanthropic Investors or amounts 
invested by each will be communicated within 60 days to all Philanthropic Investors. Each Philanthropic 
Investor will be offered the option to be listed as “Anonymous” on this shared communication. 

◾   New Sub-Account  YES Prep will establish a new temporarily restricted sub-account, called “YES  Prep 
Phase II SEGUE℠”, which will be tracked and reported upon as part of YES Prep’s standard internal 
financial reporting.  All proceeds from this offering will be accounted for through this sub-account, except 
where precluded by specific incompatible donor imposed restrictions.

◾    Campaign Close  YES Prep will affirmatively declare a close of the Phase II Growth Capital campaign 
and communicate an Official Close Date to all Philanthropic Investors.
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◾  Permissible Flows  The YES Prep Phase II SEGUE℠ temporarily restricted sub-account may be increased 
only by temporarily restricted funder commitments or grants from Philanthropic Investors that are 
explicitly identified as members of the Phase II SEGUE℠ Philanthropic Investor group. Following the 
Official Close Date, no commitments or grants of any kind may be added to this sub-account. 

◾  Communication of Inflows and Outflows  Philanthropic Investors will regularly be informed, at a 
summary level, of all annual inflows and outflows from the YES Prep Phase II SEGUE℠ sub-account.

◾  Accounting Treatment for Subsequent Philanthropic Equity Funding  Any subsequent rounds of 
YES Prep enterprise level philanthropic equity will be accounted for using accounting methods similar to 
those used for the Phase II SEGUE℠ round, but tracked separately, using a separate temporarily 

 restricted sub-account. 

◾  Exhaustion of SEGUE℠ Funds Before Release of Subsequent Enterprise Level Philanthropic Equity 

Funds  Subsequent rounds of YES Prep’s philanthropic equity may be raised at any time. However, funds 
subsequently raised through the SEGUE vehicle may not be released unless and until all funds from this 
round have been fully released.

◾  Performance Indicators Dashboard  Following the Close Date and until December 31, 2020, YES  
Prep will produce an annual dashboard report that provides a comprehensive view of financial and 
programmatic results as compared to annual and quarterly operating objectives. From time to time, at 
the discretion of YES Prep’s management and Board, the metrics included in the dashboard report may 
be changed to reflect YES Prep’s evolving needs. Each year, a copy of this report will be sent to each 
Philanthropic Investor.

◾  Information Rights for Nonprofit Finance Fund  Until December 31, 2020, Nonprofit Finance Fund 
will receive copies of all information that is disseminated to Philanthropic Investors, as described in this 
statement of investment terms and conditions.

◾   Restrictions on Investment Proceeds  YES Prep’s use of Phase II SEGUE℠ proceeds is restricted as 
follows until December 31, 2020, restricted as follows:

◾  Up to $38 million may be used at any time to fund equity investments in campus or Home Office  
  facilities projects.

◾  All proceeds not deployed for the purpose of project equity is further restricted as follows:

◽ At the end of each fiscal year, YES Prep will provisionally calculate its Change in Unrestricted 
 Net Assets “as if” no releases were to be made from temporarily restricted YES Prep  

Phase II SEGUE℠ funds.

◽ If this provisional calculation yields a positive Change in Unrestricted Net Assets, then YES 
Prep 2009 SEGUE℠ funds may not, in that fiscal year, be released.

◽ Otherwise, YES Prep Phase II SEGUE℠ funds will be released towards achieving a positive 
Change in Unrestricted Net Assets for the fiscal year of magnitude zero. 

◾ Beginning January 1, 2021, and thereafter, use of any remaining YES Prep Phase II SEGUE℠         
   proceeds is not subject to donor-imposed restrictions.

 
◾   Charter School Growth Fund (“CSGF”) Exclusion  CSGF’s participation in this campaign is governed 

exclusively by existing contractual agreements between YES Prep and CSGF, as such agreements may 
be amended from time to time, which YES Prep believes to be consistent with this memorandum. 
While CSGF has opted not to participate in these offering terms, the CSGF investment will be noted in 
ongoing reporting associated with this offering.  Details are available upon request.
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Appendix H: Partner Organizations

YES Prep works with external partners to enhance its program and offer the widest possible range of 
opportunities to its students. These partnerships will play a key role in helping YES Prep achieve its Phase 
II growth goals and continue building upon its success. YES Prep will continue to seek new partnership 
arrangements where mutual benefits exist without compromising the educational program or the quality 
of experience for students or teachers. The following key partnerships are currently in place:

Houston ISD—Co-location partnership at Lee High School to provide space and collaboration 
opportunities for YES Prep Lee; this partnership may expand to include additional future sites.

Spring Branch ISD—Co-location partnership under discussion.

Teach For America—YES Prep has a long-standing relationship with TFA that has provided a strong 
source for teachers and leaders at YES Prep.

KIPP Houston—Transportation services, leadership training activities, and advocacy efforts in Austin.

The Princeton Review—Low-cost access to standardized test preparation courses.

High-quality charter management organizations—Through the recent creation of a state association, 
YES Prep will present a strong and unified message regarding funding of charter schools, and seek 
opportunities to increase cost efficiency via partnership arrangements. 

Arts Organizations—The Art Institute of Houston, Glassell School of Art (The Museum of Fine Arts, 
Houston), Houston Ballet, Houston Grand Opera, Theater Under the Stars, University of Houston School 
of Theatre & Dance, Via Colori, Young Audiences of Houston, and others.

Camps—Camp Chippewa, Camp Cho-Yeh, Camp Hope, Camp Pasquaney, Camp Rising Sun, 
Cottonwood Gulch, First Bytes, Peace Camp, and others.

Colleges and Universities (various educational programs)—Rice University, University of Houston, 
Baylor College of Medicine, Sam Houston State University, Southern Methodist University, Texas  
Lutheran University, The University of Texas, Carlton College, Claremont McKenna College, Colorado 
College, Duke University, Michigan Technological University, Stanford University, The University 
of Kansas, University of Pennsylvania, University of Southern California, University of Wisconsin,  
Washington and Lee University, and others.

Partner organizations providing student experiences/field lessons:
The Houston Museum of Natural Science
Texas Children’s Hospital
Houston Texans
YMCA
Boy Scouts of America and Girl Scouts of the USA
Leisure Learning
Rotary International 
Outward Bound
Amigos de las Americas (AMIGOS)
Ten Thousand Villages 
People to People International 
Sea World 
Skills for Life—The Game of Real Life
Strake Jesuit College Preparatory
St. Albans School
Student Conservation Association (SCA)
National Outdoor Leadership School (NOLS)
Youth Adventure Program (YAP)

1.

2.

3.

4.

5.

6.

7.

8.

9.

10.
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Appendix I: Supporters of YES Prep Public Schools

YES Prep is particularly grateful for the vision and generosity of those whose generous support has made 
YES Prep’s work to date possible. Represented here are all of those who have provided more than $25,000 
of support in YES Prep’s early years and through the early stages of Phase II growth. In addition to those 
listed, over 1,700 other donors have supported at a smaller level. On behalf of YES Prep’s staff and the 
8,300 students and families served to date, YES Prep thanks each of these benefactors:

AIM Foundation
The Stanford and Joan Alexander Foundation

Alta Resources, LLC
The Annunziato Family Foundation
Arnold Family Foundation

Assistance League of Houston
Baker Botts LLP
Cynthia and Mickey Barrett
Charles T. Bauer Foundation
Ruth & Ted Bauer Family Foundation
Boxer Property
Bridgeway Capital Management 
Bridgeway Foundation
Brown Foundation, Inc.

Jennifer and Chris Brown
Martha and Dick Cancelmo
CFP Foundation
Challenge Foundation
Charter School Growth Fund

Janet Clark
Clarkson Shipping Services USA, Inc.
Credit Suisse
The Cullen Foundation
Lana and Chip Cureton
The Michael & Susan Dell Foundation

The William Stamps Farish Fund
Fiesta
The Fondren Foundation
Bill & Melinda Gates Foundation

The George Foundation of Fort Bend County

Claire and Joe Greenberg
Debra and Mark Gregg
Cynthia and Ben Guill
Halliburton
George and Mary Josephine Hamman Foundation
Haynes & Boone LLP
H-E-B Tournament of Champions

Albert and Ethel Herzstein Charitable Foundation
Holthouse Foundation for Kids
Houston Endowment

Houston Social Venture Partners
IBC

Ann K. and John W. Johnson  
Jenny and Mark Johnson
Sherry and Jim Kempner
KiwiEnergy, Ltd.
Emily and Carl Knobloch
Carla Knobloch
Lewis Family Charitable Fund
Mike Loya
The Lyons Foundation
Marathon Oil Corporation
Madeline and Drew Masterson
The Cynthia & George Mitchell Foundation
Morgan Family Foundation
Mark Muller
MultiFuels LP
National Council of La Raza
Ginny and Ron Nixon / Mutt Foundation
Noble Corporation
Ken Peak
Elizabeth and Gary Petersen
The Powell Foundation
Rockwell Fund, Inc.

Norm Rowlinson
Schlumberger
Becca and Scott Schwinger
Jeri and Marc Shapiro
Polly Shouse
Shell Oil Company
Simmons Foundation
Spectra Energy
Spindletop Charities, Inc.
Stedman West Foundation
Texas High School Project

The Tapeats Fund
Vitol 
Vivian L. Smith Foundation
Wachovia
Walton Family Foundation

David Weekley Family Foundation
Isabel and Wallace S. Wilson
Connie and Jeff Woodman
YES Prep Parent Association

Bold indicates gifts of $1 million or more
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YES Prep students have been accepted to over 250 schools 

nationwide and have enrolled in the colleges and universities 

below:



YES Prep Public Schools

Phase II Growth Capital Offering

304 Units

The Answer is YES


