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December 27, 2018

The Honorable Nathan Deal, Governor

The Honorable Casey Cagle, Lieutenant Governor
The Honorable David Ralston, Speaker of the House
Members of the State Charter Schools Commission
Members of the State Board of Education

Ladies and Gentlemen:

In accordance with the O.C.G.A. § 20-2-2093, we have completed our annual report on Georgia Cyber
Academy for the 2017-18 school year.

The information used in the report was obtained from a number of sources, including the Georgia
Department of Education (GaDOE), the State Charter Schools Commission (SCSC), the Governor’s Office
of Student Achievement (GOSA), Georgia Cyber Academy, and the school’s financial audits. As an annual
report, the review was not conducted in accordance with generally accepted government audit standards.
However, we used information from the source deemed most reliable and assessed all information to
determine if it was reasonable.

We appreciate the cooperation and assistance provided by Georgia Cyber Academy, SCSC, GaDOE, and
GOSA during the review.

Respectfully submitted,
Greg S. Griffin
State Auditor

GSG/mt

Mission Statement
The Department of Audits exists to provide decision-makers with credible management information to promote
improvements in accountability and stewardship in state and local government.
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Enroliment & Attendance

Georgiapublic schools are responsible for tracking and reporting data for student
enrollment and attendance. This sectontairs enrollment, attendance, and various
statistics which indicate the level of student participatioBexrgiaCyber Academy

Key points in ths section include:

e Cyberis the largest public school in the staféh enrollmentof approximately
14,300studentsin each of the last two yearts student demographics are
similar to Georgia’s public aslghilyol stu
lower portion of English language learners anslightly higherportion of

economically disadvantaged studentthe 201718 school year.

e Student attendance ayleris higher than most schools. The variance may be
partially attributed to thenethodology @ber uses to calculate attendance,
which is necessarily different than a traditional biéeidmortar schoolThis
variancecan also be attributed the ease of access to education associated
with virtual schools.

e Like many virtual charter $ools, G/ber has relatively high withdrawal and
student mobility ratesSlightly more tharone-quarterof students withdrew
before the end of the 2048 school year, with many transferring to another
Georgia public school o rsstudent rhobilitye s ¢ h o
rate, which captures enrollments and withdrawals between October and May,
was32%, higher than the statewide median rate of 16%.

e Of students who completed the 2616 school year aty®er, approximately
75% returned the following yeailhe retentionrates were highest in high
school, reachin§4% for those in 1% grade in 2016.7.

¢ Inthe 20172018 school year, the overall course segment completion rate was
78%, with completion rates generally higher as the grade level increased. The
rate of students completing courses with a passing gradééfascross all
grade levels.



School Enrollment

Cyber had 14,286studentsacross grades kindergarten through 12 i@ 201718
school year. This waapproximatelythe same number students who were enrolled
the previous year As shown inExhibit 1, the number of students in most of the
subgroups tracked liyeorgia Department of EducaticBdDOB was similar over the
two yearsthough the numberfastudents classified as economically disadvantaged
increased by nearly 560.

Exhibit 1
Cyber enrollment, 2016-17 to 2017-18 school years

2016-17 2017-18

Total Students 14,319 14,286
Gender

Male 6,883 6,890
Female 7,436 7,396
Race

Hispanic 1,091 1,158
American Indian 46 47
Asian 277 273
Black 4,966 5,088
Pacific Islander 22 24
White 7,086 6,799
Two or More Races 831 897
Other Subgroups

Student With Disabilities 1,824 1,902
English Language Learners 80 132
Economically Disadvantaged 9,161 9,626

Source: GaDOE student enrollment records

Cyberhas a racially diverse student population, somewhat similar to the demographics
of Georgia’s public Exbilhit®Cybersstudedt bodythas. As
a greater portion of white students than the statewide enroliment and a smaller portion

of Hispanic and Asian students in 2018.

1 For school funding purposes, student enrollment is captured during October and Matihefull
equivalent (FTE) counts. GaDOE uses the October count when reporting enroliment for a school year.

2 GaDOE defines economically disadvantaged as the numbduadénds eligible to receive free or
reducedprice meals. However, Cyber does not serve lunch.
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Exhibit 2

White students represent a greater portion of Cyber enrollment, 2017-18
school year!

W Cyber Statewide
48%

40%
36% 37% :
16%
8%
6%
S0, 4% 4%
] Z n

Hispanic Asian Black White Two or More Races

Total enrollment for American Indian and Pacific Islander students was less than 1% each.
Source: GaDOE student enrollment records

When looking at the other subgroups identified in federal laybe€had a similar
portion of students with a disability &lse statewide public school populati(see
Exhibit 3). The population of economically disadvantaged students is slightly higher
than the statewide population, whilee portion who wee English language learners
was lowerthan the statewide population. Orl§o of Gyber students were English
language learneis 201718, compared to 8% statewide

Exhibit 3
Cyber has a larger percentage of economically disadvantaged students
enrolled, 2017-18 school year

B Cyber Statewide

67%
61%

13% 12%

T

Disability English Learners Economically Disadvantaged

8%

Source: GaDOE student enrollment records

Cyber had a smaller percentage of students in elementary school and higher
percentages in middle school and high school #taiewidepublic school enrollment
(seeExhibit 4). Nearly half of all Georgia public school students warelementary
school during the 20178 school year, but the percentage was j@$s 3or Cyber.



Nearly 40% ofCybers studentswere in high schoolaboutten percentage points
higher than the statewide number.

Exhibit 4
Cyber had a high portion of middle school and high school students than the
statewide average, 2017-18 school year

W Cyber m Statewide

48%

39%

0,
32% oo 0%

23%

Elementary Middle High

Source: GaDOE student enrollment records

As shown irExhibit 5, most Cyber students are from metropolitan Atlanta, with more
than 500 enrolled students residing in the CadBlgyton, DeKalb, Fulton, and
Gwinnett school districts. There are betweetd 2Bd 500 students from districts.
Fifty-six school districts have 10 or fewer residents enrolled at Cyber, ththsgheol
districts haveat least one enrolled



Exhibit 5
Students enrolled at Cyber are primarily located in the Atlanta metropolitan area, 2017-18 school
year!
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Student Attendance

Student attendance is one predictor of academic performance in school. Low
attendance rates are associated with decreased achievement in school and higher high
school dropout rates. Measuring attendance in a traditional;dmmtknortar schoois

relatively straightforward: a student is present if they are present in the classroom.
Attendance in a virtual environment is less obvious. Because students may attend live
lessons, view recorded lessons, or work offline, virtual schools may use &y wdrie
methods to gauge attendance. Typical considerations include assignments submitted,
teacher interactions, login data, and-sefforted records provided by students or their
learning coach (i.e., adult monitoritige student at home).

Cybercalculate attendance based on submissions made by the learning cglaeh. C
asks that the leamg) coach enter attendance dafiyudents in the's- 12" grades are
expected to complete 28 hours of school per week, while students in gradesigt
complete betwen 22.5 and 25 houig/hile Cyberdoes ask students to submit weekly
lessonsthe student will be counted as present if reported present by the learning coach,
even if no assignment has been submitted

For each school s an n uQffice of StupentrAchievemantd , t h e
(GOSA) calculates the percentage of students who misgedr fewer days, 6 to 15

days, and more than 15 days.the 2D17-18 school year, nearly 190 of Cyber

students missefive or fewer days compared to justBs of thestudents aass the

state (se&xhibit 6).

Exhibit 6
Cyber has an attendance rate higher than the statewide average, 2016-17 and
2017-18 school years

B Cyber Statewide

99% 99%

53% 52%

36% 37%

11% 11%
0.8% 0.5% 1% 0.2%

5daysorless 6to 15 days 15+ days 5 daysorless 6to 15 days 15+ days
2016-17 2017-18

Source: GaDOE student enrollment records



Attrition

Virtual charter schools normally experience a high amount of student mobility, or
attrition through withdrawalsWithdrawals serve as the basis to calculate school
attrition, which refers to students who are enrolled in school but withdraw prior to the
end of the school year. In a virtual school, some students withdraw because they
determine that they are not wsllited for a virtual education, lacking the discipline or
educational support at home. Others may have enrolled to satisfy temporary needs
(e.g., health issues, extracurricular activities, family issues) without an intention to
remain in the school throughout the year. Regardless of the reason for withdrawals,
changing schools can negatively impact student performance. Curriculum can vary
among schol districts and different teachers and classrooms move at different paces.

As shown inExhibit 7, just over onajuarter of studentwho enrolled in Cyber during

the 201617 and 201718 school years withdrew before the end of the school year. In
201718, 15,758students enrolled &yber atsome point dring the school year and
4,412withdrew prior to the end of the school year.

Exhibit 7
Approximately one-quarter of students enrolled at Cyber withdrew during the
2016-17 and 2017-18 school years

27% 28%

2016-17 2017-18

Source: GaDOE student enrollment records

As shown inExhibit 8, the most common reason for withdrawal from Cyhnird)

the 201617 and 201718 school years was transferal to another Georgia public school,
while a significant portion opted for home schoolidgrproximately 2,00Gtudents
transferred to another public school eacioolyear, representing almost 50 of
withdrawals in each yea&tudents leaving for home study comprised 17% of students
in both yearsCyberalso removedust under 18 of studentsdr norattendance in
each year.



Exhibit 8
Reported reasons for student withdrawal from Cyber
2016-17 school year

Transfer to GA Public School _ 48%
Attend Home Study _ 17%
Unknown _ 12%
Lack of Attendance - 9%

Transfer Out of State - 7%

Other - 7%

2017-18 school year

Attend Home Study _ 17%

Unknown 16%

Lack of Attendance - 8%

Transfer Out of State - 6%

Other - 6%

Source: GaDOE student enrollment records

GOSAalso calculatea student mobility rate based entries andavithdrawals during

the school year. GOSA determines this studentmobédity al s o known as a
rate, for all Georgia schools. The rate n
who entered or withdrew from a school between Octdbard May 1 Because the

churn rate also includes students who entered school in its calculation, it is slightly
different from the withdrawal rate

As shown inExhibit 9, Cyberhad a student mobility ratef 32% during the 20147
school year . Iisivicethe statewidemédsan rata. Research indicates
that virtual schools generally have higher turnover rates thardmigknortar schools.



Exhibit 9
C y b atudéntmobility rate is double the statewide median in the 2016-17
school year

B Georgia Cyber Academy Statewide Median

32%

16%

Source: GOSA analysis

Student Persistence

Student persistence is the act of continuing towards an educational goal. It is a measure
generally used in the postsecondary education environment, when students can more
easily discontinue their education. Student persigt@an be measured by a y&ar
year retention 7rate for a school and
satisfaction with the learning environment at their school.

We found that 7% of students who completgplades betweekindergarterand 11
gradein the 201617 school yeareturned the following yeaAs shown inExhibit 10,
high school students were most likely to remai@wber, while elementary anchiddle
schoolstudents had similar, loweetention ratesThe highest retention is for 11
graders at &%, while 8" graders were at 66%

Exhibit 10
High school students re-enroll at the highest rates, 2017-18 school year
100%

90%
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40%
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KK 1 2 3 4 5 6 7 8 9 10 11

Source: GaDOE student enrollment records

Elementary Middle High




We alscexaminedhe persistence of students who are likely old enough to discontinue
their education- nongraduating seniors. In the 2018 school yearapproximately

20% of seniors did not graduate. Of thoseHgraduating studentabout onehird re-
enrolled the fdbwing year andalf of thosegraduagd, resulting in an additiond%o

of 201617 seniors graduating fro@yberin the following year (seExhibit 11).

Exhibit 11
84% of the 2016-17 senior cohort graduated from Cyber

Returned and Returned but
Graduated Year Didn't Graduate,
Two, 4% 4%

Didn't
Graduate/Didn't
Return in Year
Two, 13%

Source: GaDOE student enrollment records
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Course Segment Completion Rate

Given student mobility and attrition, not all students will complete their enrolled
courses. GaDOE data does permit a determination of the percentage of students
who complete a course, but we were able to determine the portion that complete a
course segment. A yearlong course will often have two segments (first and second
semester). Completing a single segmana imulttsegment course does not result in
academic credit; a passing grade in the final segment is required.

In the 201718 school year, the overall cagrsegment completion rate w6 (see
Exhibit 12); the rate for core courses (Englishguagerts[ELA], math,science, and
social studies) was 7. The completion rates were generally higher as the student
grade level increasedhe rate of students completing courses with a passing grade
(i.e., successful completions) waB% across all grade levelwith the highest levels

in middle schoal The percentage of students who completed the course with a failing
grade (i.e., unsuccessful colefons) was highest in gradéne.

Exhibit 12
Course segment completion rates at Cyber increase as grade levels increase,
2017-18

K K|
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02 |
03 I ———
04 T
05 | T ———
06|
07 I TS
08 I =
0O |
10 I T ———
11 | ——
12 I S —

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%
B Successful  m Unsuccessful B Incomplete

Source: GaDOE course records
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Student Engagement

Student engagement is the degree to which students are attentive and interested in their
coursework, and engaged students are more likely to perform welldals€lommon
measures of engagement, such as students raising their hands to pose or answer
guestions, participation in class discussion, or interactions between teachers and
students in the classroom, are not available in an online environment. As stweth, vi
schools must develathersystems to define and capture student engagement.

Cyber does not have a specific, schedle method for measuring student
engagement, but school officials stated that students are expected to submit at least one
assignmenin each class every week. Using that expectation as a measure of student
engagement, we analyzéue records ol,683 studentsvho wereenrolled the entire

school year, determining whether they submitted at least one assignment in any class
and one assiunent in every enrolled class. We omitted weeks during which students
would not submit assignments, such as winter and spring breaks, and weeks where
students took milestones assessments.

Most students submitted an assignmienat least onelass each wée but it was
common for students to fail to submit an assignment in every class in which they were
enrolled. As shown ixhibit 13, 94%to 99% of students submittech assignment in

at least oneclass each with the exception of twqust before and afteGeorgia
Milestones testing. When considering all classes, the percentage submitted each week
averaged 69% he lowest rates, 53% and 59% respectively, occurred at the beginning
and end of the yeaor before and after Milestosgesting Assignment submigmns

peaked towards the middle of the schoolrydaing to 81% at the highest.

Exhibit 13
97% of students submitted a weekly assignment in at least one core class;
69% of assignments across core classes were submitted each week, 2017-18

e Assignments Students
100%
75%
50%

25%

0%

Source: Cyber student records
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Academic Achievement

Charter schools are expected to use their flexibftdyn certain state and local rules
to raise student achievememMumerous methodare used to measure academic
achievemeninGe or gi a’ s pKeybpbintscin thissédcton ihclude:

e GeorgiaCyber Academys College and Career Ready Performance Index
(CCRPI) scores were below the state average for the elementary, middle, and
high schoolswith elementary and high school scores approximately 20 points
below the state averagas part of the CCRPI score, the school eameatly
half the score of the state o r “closing swdeptsare’noti ndi ¢ a
reaching the testing targets set by GaDOE

e The value added impact score foyberis lower than its comparison district
for elementary and middle schools and lower in most high school subjects.
Cybers impact score exceeds the comparison districtigrade Literature
and American Literature.

e In comparison tesimilar schools duringhe 201617 school yearCybers
performance was lower drthereforeitw&a not “Beating the Ofd

e Studentperformancegenerally declined in the first year @yber, when
compared to student performance in the previous year in adngtkortar
Georgia public school. Assessment test scores indicate that while these
students tended to perform similarly in Englisinguagearts and sciences
they had during the previous year, they were less likely to be proficient in math
and social studies.

e Alternate options for students enrolled at Cyber include attending a local
district school, private school or home schddbst students live close to a
traditional, brickandmortar public school with a CCRPI score higher than
Cyber Private schools charge tuitiamd may have attendance restrictitet
limit the option for some students.

e Nearly thregfourths d Cybers new student enroliments for 2018
transferred from another Georgia public school. Some new students also
transferred from home school @2 ard private school5%).

e Student mobility is among the factors that may negatively influence outcomes
for some students, and student mobility is much higher in virtual schools than
brick-andmortar schools (see pagp Student mobility includes anytime a
student changes schools for reasons other than grade promotion, but often
refers to students changing schools during the school year. Various studies
have linked student mobility with lower school engagement, poorer grades and
increased high school dropauaites. Research indicates that mobility may be
more detrimental for students in early grades, which is the period when
students learn many of the foundational skills necessary for success in later
grades.
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College and Career Ready Performance Index

The College and Career Ready Performance Index (CCRPI) is an accountability tool
the state uses to measure performance and hold schools accountable for student
achievement. The CCRPI provides multiple measures of student performance. GaDOE
redesigned therdmework for measuring and reporting CCRPI and implemented the
new methodology beginning in 2013B.

CCRPI is comprised of four main indicators used to assess students in multiple areas.
All students are assessed based on content mastery, progresgy gkyss) and
readiness. An additional assessment, a graduation rate, is also included feafairth
fifth- year high school student&xhibit 14 shows each of the CCRPI indicators and

the measures used to score each indicator.

Exhibit 14;
CCRPI indicators and measures, 2017-18 school year
Indicator Measure

Performance on Georgia Milestones Assessment System
and the Georgia Alternate Assessment (ELA, mathematics,
science, and social studies)

Content Mastery
(30%)

Progress on assessments relative to other students with
similar scores. (ELA and mathematic growth; Progress
towards English Language proficiency)

Progress
(ES and MS = 35%, HS = 5%)

Closing Gaps CCRPI improvement targets for academic achievement
(ES and MS = 15%, HS =5%) based on results of milestones tests

Early grades - Foundational skills/concepts
Readiness! Later grades - Expanding opportunities and personalized
(ES and MS = 20%, HS = 5%) learning

Graduates - college/career ready

Graduation Rate

(HS = 15%)
L All grades are measured based on the percent of students absent less than 10% or less of enrolled days
Source: GaDOE Accountability Division

Changes to the CCRPI for 2017-18

For the 2017-18 school year, GaDOE calculated CCRPI using a new method. GaDOE
determined that the previous method allowed high-performing schools to meet state
targets without improving, or in some cases declining, whereas low-performing schools
could succeed in improving scores but still fall below set targets.

Using stakeholder feedback and input from advisory committees, GaDOE developed a
new CCRPI methodology. The redesigned CCRPI is intended to be more streamlined to
assist in reading and comparing assessment results. It is also intended to make scores
more understandable by scoring all sections out of 100. GaDOE also made changes to
CCRPI targets, which are now focused on the individual school.

14



GaDOE calculates a score for each CCRPI indicator and an overall score for each

school. Cyber’ s ovelB02)is|laverRhAnithe stateoavecagef o r 2
(76. 6); the state average 1is Cyber’s “com
it i1is a statewide school. Cyber’s overall

than the state average, as showBxhibit 15.

Exhibit 15

Cyber’”s CCRPI scores | oMMer than the st
Content Closing Graduation Overall
Mastery Progress Gaps Readiness Rate Score

Elementary

Cyber 49.0 61.6 40.6 74.8 - 57.3

State 65.7 84.4 85.0 79.1 - 77.8

Middle School

Cyber 54.2 73.2 47.1 87.1 - 66.4

State 65.1 81.0 78.8 82.4 - 76.2

High School

Cyber 50.8 74.9 40.9 53.9 53.3 57.9

State 66.9 83.0 80.0 73.4 82.0 75.3

School Total

Cyber N/A N/A N/A N/A N/A 60.2

State N/A N/A N/A N/A N/A 76.6

Source: GaDOE Accountability Division

e Elementary School-St udent s’ scores are lower t
each CCRPI component. Compared to the statewide scores, students scored
lowest in content mastgand closing gaps, as student scores fell short of target
measures set for assessment scores. Students were closest to state scores,
though still below, for the readiness component, as studeftgbarhave a
high percentage score for attendance. In amdiio missing targets in each
subject area, students also fell short of statewide scores for each indicator.

e Middle School- St udent s’ scores ar e higher t
readiness; however, scores for other indicators and the overall score are below
the state average. For content mastery, middle school students are below target
scores in each subject, as well asdlierall score, though they are above the
target score for all subjects. For the progress indicator, students were below
the state average in the amount of growth shown in ELA and math when
compared to the growth of academicadlynilar students. The clogingaps
score was nearly half the state average, as students miss target scores for each
core subject, though students are closest to the target score in social studies.
Finally, the readiness score that slightly exceeded the state average was driven
by a iteracy score higher than the state average, as well as high student
attendance, and patrticipation in classes beyond the four core subjects, most
often physical education/health and fine arts.

15



High School-St udent s’ scores are resemwer thart
CCRPI components. For content mastery,
scores in science and social studies, but lower in math and ELA. In progress,
students were below the state average in the amount of growth shown in ELA

and math when eopared to the growth of academicadiynilar students. The

closing gaps score, at 40.9 is approximately half the statewide score, which is

due to scoring below target scores set for all core subjects. Only one subgroup,
economically disadvantadestudents,met the 6% improvement target in

science and social studies, and no subgroup met the improvement targets in all
other core subjects. Finally, the graduation rate of%3s3much lower than

the state score, thoughthefiyee ar cohort ’ s54g@®baduation

16



Value Added Analysis

The Value Added Analysis (VAAgstablished by GOSkeasures the ability of state
charter schools to positively impact student performance. The VAA controls for
demographic, academic, and socioeconomic factors so thahsactéevement can

be attributed to the school. After controlling for certain factors, the VAA calculates a
predicted score for each student. The difference between the predicted and actual score

1s the school

B

S

i mpact

on

t he

B

student S

GOSA uss two types of value added impact scores to measure school.impact
Elementary and middle schools receive a single value added impact score that averages

all subjects, using scores derived from @GeorgiaMilestones Enebf-Grade exams

administered to stuhts in grades-8. For high schools, impact scores are calculated

for each subject with Milestones Enaf-Course exam A
to its comparison district(s). As a school with a statewide attendance Qyimner’s

scores are comparéal the statewide impact score.

school

b

N

S Cor ¢

As shown inExhibit 16, Cybers value added impact score was lower than its
comparison district for elementary and middle schools and lower in most high school

subjects The impact score exceedised comparison district iff@rade Literatoe and
American Literature. It walower in the remainingix subjects.

Exhibit 16

Cyber’s Value-Added impact scores are lower than the comparison

district, 2016-17 school year

Grade Band/Course
Elementary
Middle

High School Courses
9th Grade Literature
American Literature
Algebra 1

Biology

Economics
Geometry

Physical Science

U.S. History
Source: State Charter Schools Commission

Impact Relative to
Comparison District
Lower
Lower

Higher
Higher
Lower
Lower
Lower
Lower
Lower
Lower

17

a



Beating the Odds Analysis

Beating the Odds (BTRestablished by GOSAs an outcomeneasure that compares
charter schools’” perfor manc e similarschoble CCRPI
If a school outperforms those with similar chardstes, it is considered to be Beating

the Odds. Given that the analysis controls for certain charactsristhools Beating

the Odds coulthave low CCRPI scores while schools Beating the Odds coulthve

relatively high CCRPI scores.

The charactertics used in the 20167 comparison include the following:

Percentage of economically disadvantaged students
Percentage of English language learners
Percentage of students with disabilities

Percentage of students in each race/ethnicity
Student mobility ates

School size

School grade cluster

The BTO analysis includes only those students enrolled for the full academic year,
which is 65% of the school year or course. For 2026the BTO analysis used two

different methods to measure economicdigadvantaged students and thus calculated

two scores for deter mini fEhe predictdd scoreflso ol ° s
compared to the actual CCRPI score to determine whether the actual score is
statistically lower, equivalent, or higher. Schoolstwé@ higher score using either
approach are deemed as Beating the Odds

For the 2016L7 school yearCyberwas not classified as Beating the Oddsgbers
CCRPI score for this year wad.8, which wasl8 to 26 points lower than the BTO
scores predicted using the two models.

Other Academic Goals

Cyber’s charter does mnot include any addi
above.

3 Beating the Odds results for the 201F school year will be released later during the 208&chool

year. The results will be calculated using a revised formula and will provide additional context for the
“Did Not Beat the Od dschool characteristics, percenfige of femadlelsiudents n a 1
and whether a school is ntraditional, will also be included in this calculation. Additionally, students

will be counted in the demographics portion if they were enrolled as-d i Equivalent.

40One model uses the percentage of full academic year students who qualify for free orpeidedadch
to measure economically disadvantaged stud&hts second model uses the percentage of students who
are directly certified in the October FTE couot this variable.
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Comparison of Academic Growth and Achievement Prior to
Placement

Students in their first year aCybertended to perform similarly in ELAnd sciencas

they had in their previous year at a braokdmortar Georgia public school. However,

theywere lesdikely to be proficient in mtn and social studiethan they had beein

bothsubjects st udent s’ academic growth declined

Achievement

The state uses the Georgia Milestones Assessment System to measure student
achievement in grade3 throughl2. The Milestones tests measure how well students
have learned the material and skills outlined in the state content standards for core
content areas. Students in grades 3 through 8 take an end of grade assessment in ELA
and mathematics, and students in grades 5 through 8 also take an end of grade
assessent in science and social studies. High school students take an end of course
assessment at the completion of the course for each of the ten courses designated by
the State Board of Educatién.

Based on Milestones tests, students may be placed intd fime achievement levels:
beginning learner, developing learner, proficient learner, and distinguished learner (see
text box). Student assessment scores are reported by grade and subject for the state,
school systemand school.

Assessment scores show that achievemenérallydeclined for firstyear students at
Cyber during 2016178 When examining all subjects, students performed at the
proficient level or highefor about 3% of the assessment tests taken at a brick and
mortar school; however, these students performed at the proficient level or higher on
29% of the tests taken during the first yeaCgber The percentage of assessment
tests on which studentstaeved at the distinguished levemained about the same

Georgia Milestones Assessment System Achievement Levels

Beginninglearner—-T he st udent does not yet demonstrate profi
content standards for this grade level and course of learning. The student needs substantial academic support to be
prepared for the next grade level or course to be on track for college and career readiness.

Developinglearner—-T he student demonstrates partial proficie
content standards for this grade level and course of learning. The student needs additional academic support to ensure
success in the next grade level or course to be on track for college and career readiness.

Proficient learner — The student demonstrates proficiency in the knowledge andskil | s s peci fi ed i n
standards for this grade level and course of learning. The student is prepared for the next grade level or course and is on
track for college and career readiness.

Distinguished learner — The student demonstrates advanced proficiency in the knowledge and skills specified in
Georgia’s content standards for this grade | evel a
level or course and is on track for college and career readiness.

Source: GaDOE Assessment and Accountability

5 These tests serve as a final exam for the course and contribute 20% to the final grade for the course.

6 Student achievement at Cyber was assessed by comparing 2@k8essment scores for students that
enrolled at Cyber as a new statleluring 201617 with their 201516 assessment scores. This analysis
was limited to students that were administered assessment tests at Cyber durid@ 2086were
administered assessment tests at a brick and mortar school during62015
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Student growth
percentile levels

Low
Typical
High

1-34
35-65
66-99

Student achievement declined for fiygtar students aCyberin two of four core
subjects when compared to their achievement the prior year at aahdckortar
school. As shown iiExhibit 17, the percentage of assessment tests with scores at the
proficiert level or higher level declineth math and social studies. Those in the
beginning learner category increasednath,scienceand social studies, while those

in the developing learner categaoncreased in social studies. Student achievement for
first-year students remained similar in ELA during this period.

Exhibit 17
Academic achievement in math and social studiesd e c | i ned duri ng
first year at Cyber, 2015-16 to 2016-17

Beginning Developing Proficient  Distinguished
i Prior Year 26% 34% 33% 6%
English Language
Arts
(1,700 Students)
Cyber Year1 25% 36% 34% 5%
Prior Year 27% 43% 23% 6%
Math
(1,981 Students)
Cyber Year 1 38% 41% 18% 4%
Prior Year 35% 35% 24% 6%
Science
(677 Students)
Cyber Year 1 42% 30% 23% 5%
Prior Year 29% 36% 26% 8%
Social Studies
(458 Students)
Cyber Year 1 37% 42% 17% 5%

Source: GaDOE Assessment data

Academic Growth

Academic growth indicates how a student has progressed academically over time.
GaDOE uses the student grovpircentile (SGP) to describe student academic growth
relative to academicallgimilar students across the state. Using state assessment
scores, GaDOE compares the change in a
next in relation to other students wihad a similar score in the initial yeaRegardless

of their initial assessment score, all students are able to demonstrate growth or decline
in relation to other students who started with a similar initial score. Student growth
levels range from 1 to 99vith higher percentiles representimgreacademic growth.

7 Beginning in the 201617 school year, student growth percentilesevcalculated for ELA and math
only.
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In the 201617 school year, firsf e ar Cyber students’ academ
math and ELA As shown inExhibit 18, the percentage of students in the high SGP

category in math declined froB2% at the brickandmortar school to 19%t Cyber.

The portion in the low category increased from 40% to 55%. Academic growth for
first-year students at Cyber declined in ELA. The high category decrease85%6m

to 27%, while the low category increastdm 36% to 42%. The typical growth

category was slightly larger.

Exhibit 18
Academic growth in ELA and math decl in
2015-16 to 2016-17

Low Typical High
Prior Year 36% 28% 35%
English Language
Arts
(1,311 Students)
Cyber Year 1 42% 31% 27%
Prior Year 40% 28% 32%
Math
(1,470 Students)
Cyber Year1 55% 26% 19%

Source: GaDOE Assessment data

Alternative Academic Options

Students enrolled at Cyber have several alternatives for obtaining an education,
including attending a local district school, private schawl home school. The
availability of these options may vary for some students.

Local District School

Students enrolled at Cyber have the option of attending one of 2,200 public schools
throughout the state. These schools are operated by thech8ol districts (159
county2lcity) and are available to students
zone. These schools are publicly funded and available to all students

We found that most students live close to a traditional, fanekmortar public school
with a CCRPI score higher than Cyl§eAs shown inExhibit 19, this is true for

8 Student growth at Cyber was assessed by comparing ZOS&Ps for students that enrolled as a new
student at Cyber during 2046 with their 201516 SGP earned in a bridadmortar school. This
analysis was limited to students that were administeresgsisgent tests at Cyber during 2d6and were
administered assessment tests at a brick and mortar school during62015

°The student’s zoned school is not reported; theref
is closest to the homeldress of approximately 11,800 Cyber students. We excluded schools that are not

open to all students in a specific zone (e.g., magnet schools) and other special schools (e.g., alternative
schools, residential treatment facilities).
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elementarymiddle, and high school students. We found that 59% of elementary
student s’ l ocal schools h.alTdenambear WRBA at 1 e
for middle school students a®@% for high school students. It should be noted that

the CCRPI is only one easure of a school and there can be other reasons that a student
chooses not to attend a local school district school.

Exhibit 19
Most Cyber students live close to a local school district public school with a
higher CCRPI score, 2017-18 Scores

B Students' Local School CCRPI is Higher Cyber's CCRPI is Higher
97%

85%

62%

38%

15%
3%

Elementary School Middle School High School

Source: DOAA analysis

GaDOE alsouses survey information obtained from students, parents, and school
employees to assign eaftdtal school districschool a climate ratingrhe climate
rating is based on the following:

e Attendance-Fr equency of diahsehees and frequenasyeok c u s e
employee leave

¢ Discipline — In-school and oubf-school suspensions, as well as alternative
school assignments and expulsions

e Safe and Substance Free Frequency of physical, bullying/harassment, and
drugrelated incidents

¢ Climate Perception— Survey of students, parents, and employees about the
school

As shown inExhibit 20, 70% of Cyber students live close to a school with a school
climate rating of three or fourhe ratings range from one (lowest) to five (highest).
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Exhibit 20
Most Cyber students live close to a local school district public school with a
school climate rating of 3 or 4, 2017-18 school year

42%

27%

20%

9%

.

1 2 3 4 5

Source: GaDOE and Georgia Cyber Academy

Availability of Private Schools

Some students enrolled at Cyber may hidreeoption to attend one of more than 600
private schoolsPrivate schools are available 197 Georgia countiesFulton and
DeKalb counties have a combined 122 private schools, 20% of all private schools in
the stateThirty-nine counties have a singlayate school.

Private schools charge tuition and may have various attendance restrictions, limiting
the option for many students. The cost of attending a private school in Georgia ranges
from $1,042 to $51,280 per year, though scholarships may be agdoalgjualifying
studentsIn addition the 600 private schools have attendance requirementd base
grade level (e.qg., ¥5), religious affiliation, gender, or any other criteria that fits their
mission.

Student s’ Previous School Locations
Usingstudent nr ol Il ment records, we also identif:
201718 school year had previously received their education. Of 7,201 new student
enrollments, 72%5,169 transferred from another Georgia public school Esdgbit

21). Approximatey 12% @33 transferred from home schools, while another 842)

transferred from a private school. About 12% of new students were in other categories,

such as transferring from schools in another state or cowartdyhalf of the students

i n t h ecatégory eeer attended school before
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Exhibit 21
Most students that transferred to Cyber were from another public school,
2017-181

Home School - 12%
Other - 12%
Private School . 5%

0% 10% 20% 30% 40% 50% 60% 70% 80%

1 Other includes students who transferred from schools in another state or country, as well as students who have not
attended school before entering Cyber.
Source: GaDOE student enroliment record

24



Management & Staffing

Charter schools, unlike traditional public schools, opeuaider the terms of a charter
and are governed by an autonomonsnprofit board of directrs. This section
provides information abouGe or gi a C y b eagreemants, dgevergance,
staffing, and certificatiorkKey points in this section include:

Cyber has an educational services agreement with K12 Virtual Schools, LLC
for educational materig)] an online platform, staffing, purchasing, and other
services.

Cyber has aseveamember governing board. During its 2616 review,
SCSC concluded that yBer governing board met
pertaining to governance. We noted that the agreemesffect during the
201718 school year contained many of the provisions necessary for the
governing board to provide oversight to K12 Virtual Schools, LLC. However,
a board is likely to have limited time and resources to provide oversight and
in the 20%Z-18 school year, all school staff were employefethe contractor.

For 201718, Gyberspercentage of inexperienced instructeearly twicethe
statewide average whiles retention rates are comable Additionally, 1%
of Cyber t e acher s ineffective by GaD@K compared to the
statewide avexge of 2%

While Cyber does not require those in leadership positions to hold specific

certifications four of its leaders-two principak and two assistant
principals—havea Standard Professional Leadd&pstertification.
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Agreements for Corporate Management Services

Charter school governing boards may contract with education management
organizations to assist with the school s
variety of operational services to public school districts and charter schools. They can
provideeither comprehensive management or selective serVikescope of services

may include educational and administrathegvices such acounting, procurement,

and reporting

During the 201718 school year, the school board contracted Kith Virtual Schools,
LLC (contractor)for a broad range of products and services &dabit 22 and
Appendix A). Notably, thehead ofschool, teachers, and support stedfeemployees
of the contractor.

Exhibit 22
Cyber obtained a range of products and services through its agreement with K-
12 Virtual Schools, LLC

Learning Products & Services
eLicense to use online curriculum and learning management
system
e|nstructional tool, supplies, and support
eComputer hardware and software

eTechnology platform and support services for student account
management system

*Maintenance of student records

Management & Administrative Services

eAlong with the board, select, hire and provide oversight for the
head of school

eProvide supervision, oversight and discipline of teachers,
teaching support staff, and other personnel

eStudent recruitment, enrollment, admissions, orientation and
other support services

eProfessional development and other training
eBudgeting, financial management, and reporting
eFacility management

Source: Georgia Cyber Academy

e Learning Products and Services- These servicesnclude access to the
c o mp aanlyé curriculum andkarning management system and education
materials, technology platformnd support services, instructional tools, and
related education services, such as training, pupil recruitment, enrollment and
admissions. These types of products and services are used directly by teachers
and students.

e Management and Administrative Servces — These servicesinclude
oversight of school management, human resources, facility management and
financi al servieces. The agreement au
supervise, evaluate, transfeersandpr o mot
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teach ng support staff. The contractor a
financi al servieces and creation of an
approval.

During fiscal year 208, the school paid K12 Virtual Schools, LL@ore than $89

million for educatbnal managementproducts and service$® Curriculum and

instruction materiatelated fees totaled approximatel7smillion. These fees were

based on a flat rate and a monthly fee per student per course for the curriculum and
materials (digital and physical) based on
fee for access to the online learning systéhe amount also includgpayments made

related totechnology platform and support servig@%o of program revenugsind
management service(8% of program revenup$ K12 was also reimbursed
approximately $42 milliorfor items such as teacher salaries, teacher training, and
insurance that are not covered as part of contracted fees.

It should be noted that the contract contained a provision protecting the school against
an annual deficit. If the school had an annual deficit and no positive net assets, the
contractor provided a edit or cash payment to the school. In fiscal year 2018, K12
Virtual Schools, LLC provided a credit approximately$10 million.

Governance and Management

Charter schools operate under the leadership of a board that serves as the governing
authority of he schoalThe primary responsibilities of the governing board relate to
strategic planning and policymaking, budgeting and fiscal stability, hiring and
providing oversight for the school leader, and ensuring accountability. The governing
board is also rgmnsible for ensuring compliance with laws and regulations,
maintaining records of meetings, committees and policies, and monitoring school
achievementBoard nembers with diverse backgrounds and skills in areas such as
education, finance, human resourcasd legal affairs can contribute to a board
successfully performing its duties.

State law and State Board of Education guidelines establish qualifications for
governing board membership and member training requirements. O.C.G.A2-§ 20
2084 requires boamembers to be a U.S. citizen and Georgia resident, and it prohibits
members from being an employee of the school. The law also prohibits board members
from being an officer or board member of any organization that sells goods or services
to the school. Ste Board guidelines require board members to receive 15 hours of
training in their first year and nine hours each subsequent year. The required training
must consist of charter school finance and budgeting, best practices for charter school
governance, iguirements relating to public records and meetings, and other applicable
laws, rules, and regulations.

10 Cyber incurred total ltarges of approximately $57 million for educational products and services
provided by K12 Virtual Schools, LLC during the 2018 school year. To prevent Cyber from
experiencing a negative net asset position during this period, K12 provided balancedchediteDf
approximately $10 million to Cyber to cancel out its negative net asset position.

11 program revenues include all income and funding generated or appropriated for and received by the
school attributed to any student in the school.
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Cy b e r-laws authgrize between five and thirteen board members (there were seven
members in 201%18). The board elects its members and officers artaial meeting.
Members are elected to serve thyear terms and may serve up to four successive
terms. They are not paid but may be compensated for expenses intwoadection

with their duties A majority of board members are required to transastness at
meetings. The board held eleven meetihgsng the 201718 school year

State Charter Schools Commission Review

TheState Charter SchaaCommission $CSQ concluded that Cyber met all standards
pertaining to governance in the 201% school year. In its Comprehensive
Performance Framework for state charter school evaluation, SCSC states that a
governing board must provide adequate oversight of school nmaerageand
operations to ensure that the school is fulfilling its duties to students, employees,
parents, and the general public. The framework consists of four standards for charter
school governance as part of its expectations for operational performance.

o General Governance— Examines compliance with applicable lawsles,
regulations, charter contract provisions and school policies relating to board
governance. The review includes, but is not limited to, board policies, bylaws,
conflicts of interest, bodrcomposition and membership rules, and restrictions
on compensation.

e Open Governance- Examines compliance with the Georgia Open Meetings
Act and open records requirements.

e Governance Training — Examines whether the school ensures that all
governing boardnembers participate in required trainings. These include
annual attendance at SGpvided or approved training.

¢ Holding Management Accountable- Examines school oversight of school
management and contractors. This includes implementation of the Taadher
Leader Keys Effectiveness Systems, remedial action regarding employees not
meeting expectations, and actions to enforce contractual provisions or
terminate the contract of noncompliant educational service providers or other
contractors.

Accountability

When contracting for education management services, the governing board is
responsible for preserving its ability to exercise complete oversighéschool.This

requires that agreements include provisions that enable the board to hold the company
accountable for performance related to these services. It also requires that the board
have the expertise and resour.ces to asses

Based on our research of best practices for contracting with education management
organizations, weampiled a list of provisions that are necessary for governing boards
to hold management companies accountable for performance. For example, the
agreement should outline the services the school receives in exchange for its fee and
give the governing boarduthority to terminate the agreement if it is not in the best
interest of the school. As showngmhibit 23, the agreementy®erhad in place during

the 201718 school year contained key provisions necessary for the board to hold
contractors accountablerftheir performance.
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Exhibit 23
Agreement for management & other services contain key provisions, 2017-18 school year

Key Contract Provisions In Contract  Explanation

Financial

Defines the fee structure, including an explanation of

. . Yes

key components used in the calculation of the fee

amount
Contractor is required to provide

Outlines the services the school receives in exchange for Yes a detailed monthly invoice for the

its fee educational products and
services delivered.

Agreement Period

Gives the board authority to terminate the agreement if Yes

it is not in the best interest of the school
Agreement extends through June
2021, two years beyond the
charter period, which covers July
1, 2014 to June 30, 2019.

Does not renew automatically with a new charter term
or continue for a specified time period into a new No
charter term

Services
Ensures that the academic program implemented aligns

with Georgia’s standards
address changes in state standards.

Yes Agreement does not specifically
address modifications.

Does not require schools to utilize a related entity for

. . Yes
certain services

Oversight & Monitoring
Agreement gives Cyber
responsibility for monitoring

No contractor’s cc
agreement; but does not clarify
the criteria, rewards, or

penalties.

Includes an effective contract monitoring system with
clearly defined evaluation criteria, performance rewards
and penalties.

Source: DOAA Analysis

While contract provisions provide a mechanism for governing boards to hold
companies accountablepntracting for the management services presents unique
challenges for garttime board. In many government contracting relationships, the
contracting entity procures services, but retains at least some management
responsibility It also has staff responsible for ensuring that the contractor fulfills
contract termsHowever,Cy b e contractor wa responsible for virtually all aspects

of school management and employed the head of school and all other school personnel
during the 201718 school year

Changes to Geor gAgraeméniyfdr GerviceA c a d e my

Georgia Cyber Academy officials reported that they began renegotiating their contract with K12 Virtual
Schools, LLC during the 2018-19 school year to move from an agreement for education management to an
agreement for selected educational services. Under the new agreement, the school will be operated by the
Head of School and staffed by employees of the governing board. All academic and instructional staff,
cabinet level staff, special education, counseling and family support staff previously employed by K12 will
become employees of the school. Cyber will continue to obtain the curriculum, online platform, marketing,
enrollment services, payroll, and human resources from K12 Virtual Schools, LLC. As of December 2018, the
new contract had not been executed; however, Cyber has already implemented these changes.
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Staffing and Teacher Qualifications

Both GaDOE and the Georgia Professional &ats Commission (GaPSC) have roles

in assessing the qualifications of public school staff. GaDOE requires public school
teachers to hold a teaching certificate and a clearance certificate issued by GaPSC. A
clearance certificate is issued after completiba criminal background check, while

a teaching certificate has additional educational and testing requirements. All public
school teachersincluding those in charter schoelsre required to have a clearance
certificate. Charter schoofsayemploy instrgtors without a teaching certificate.

As shown inExhibit 24, Cyber had 592 employees during the 2Q87school year,
14 more than the previous year. Of the staff, 510racertified positionsand 82in
classifiedpositions The certified staff includa small number in leadership roles and
student support; the majority are instructdrEighty-two employees are classified
personnel who serve aglministrative supporparaprofessionalsand coordinators
Classified personnel do not provide instructtomequire a teaching certificate.

Exhibit 24

Certified personnel increased at Cyber, 2016-17 to 2017-18
Description 2017 2018
Certified Personnel®
Leadership 14 11
Elementary Instructor 86 90
Middle School Instructor 81 84
Secondary Instructor 149 151
Special Education 46 63
Student Support 114 111
Total Certified Personnel 490 510

Classified Personnel
Staff Support 88 82

Total Personnel 578 592
With limited exceptions, these positions are occupied by individuals with state
certification. Charter schools may employ those without a certificate.

Source: GaDOE CPI data

Cyberdoes not requir¢ghose in leadership positions, such as principals and assistant
principals,to hold a Standard Professional Leadership (SRL) license. In the-2817
school year, Cybereported to GaDOE thatevenemployees had aucent SRL
license four of those were in leadership positioAsStandard Professional Teaching
licenseis required before amstructor can obtain an SRL, so these faculty members
would hold most licenses.

While Cyber does not have a written policy requiring its teachers to be certified in
Georgia, school officials stated that they choose to hire teachers who are céntified
2017-18, the school reported to GaDOE that all but one teacher had a certification. The
instructor had a permit, which allows individuals with specific qualifications to teach
in Georgia without completing an educator preparation pragram

Linstructorsnay be labeled as “certified” if hired for
employee contract will specify a number of certified days required of the employee. An instructor may be
reported asertified personnel even without a cedéte.

30



As shown inExhibit 25, GaDOE data shows that all 6fy b e r * s instruct o1
Bachelor’ s dQvehalflea wer ahiMahsetrer’s degree or

Exhibit 25
Mo s t instructors at Cyber H& ve obtaine

Doctorate, 1%

Education |
Specialist, |
12%

Master's, 54%

Source: GaDOE CPI data

Between 20147 and 20171 8 , the number of Coflewer’ s t e a

years of experience decreased, while those with betiéemmd24 years of experience
increased (seExhibit 26).

Exhibit 26

Most instructors at Cyber have six to fifteen years of experience, 2016-17 and
2017-18 school years

W 2016-17 m2017-18

320 320

118
60
|
0-5 16-24 25+

Source: GaDOE CPI data
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GaDOEcollects information allowing a comparisone®fa ¢ h s ¢ ho o ItHes t e a ¢

state average in several areas, including the portion deemed inexpribaqmrtion
deemed ineffective, angortion of teacher retained GaDOE defines inexperienced
teachers as those with less than four years of consecutive instruction; ineffective
teachers are those who scored a Level 2 or lower on their final Teackssgst on
Performance Standards. As shownBrhibit 27, Cyber has a lower portion of
ineffective teachesthan the statdts teacher retention is slightly lower than the state,
but the portion of inexperienced teacher is nearly 30 percentage lnigimés.

Exhibit 27
Cyber has nearly double the amount of inexperienced teachers than the
statewide average, 2017-18 school year

86%

82%

66%

37%

1% 2%
Cyber State Cyber State Cyber State
Inexperienced Teachers Teacher Retention Ineffective Teachers

Source: GaDOE Annual Report

Development Plans for Leadership with no Administrative License

Cyberdoesnot requireschool badergo obtaina state certification, thoughof 11
leadersdo hold theStandard Professional Leadership (SRL) lieefiie school does
not have aspecific professional development plan for leaders who do not hold an
administrative license.

According toCyber officials, they dprovide professional development opportunities

to those in leadership positions. Cyber schedules district leadership professional
development and askhat those in ladership positions attend staendated and
recommended trainings and conferences. Cyber also provides professional
development for all faculty, including leadership, on K12 and internal system training.
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Operations & Planning

Charter schoolsanuse their funding to implement innovative or unique programs that
are not typically available in traditional public schools. This section discGssmgia
Cyber A cfandirgninndvate practicesand future planKey points in this
section include

e Cyberreceived 9% of its furding from state funds, which is approximately
40 percentage points higher than the state average. Like all state charter
schoolsCyberdoes not receive any local funds.

e Cyber ger studentfull-time equivalent FTE) expenditire of $5,804 is
approximately 62% of the statewide averadelditionally, Cyberhas a
relatively high efficiency rating n compari son to ashe st a
calculated by GOSA in relation to pstudent expenditures and test scores.

e Cyberidentified innovative methods that it usegtovide additional support
to low achievingstudents angbrovide flexibility to advanced learners who
may prefer to move through the curriculum at a pace that fit their needs.

® Cyber reported future plans to pmove assessment scores by reducing
enrollment, mandating new attendance and engagement policies, and using
data analytics programs to assess students and delivered targeted instruction
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School Finances

During the 2017 and 2018 fiscal years, statetehachools received Quality Basic
Education (QBE) funding and supplemental state funding from the State Charter
Schoos CommissionSCSC) The supplemental fundgereprovided because SCSC
chartered schools are not eligible for local funds. Virtual chadigools receiwktwo-

thirds of the supplemental funding provided to bidcidmortar schools, id not
receive capital funding, and generally receime transportation or nutrition fundirig.

Cyber ’ s annu askhofthatmevemue inerdaseafe $5million in fiscal

year 2017 to $89.9 million in fiscal year 2018 (&ibit 28). Revenuen 2017 was
approximately 2.7 million morethanexpenditureswhile in 2018revenueequaled
schoolexpendituresSt at e funds pr ovi dfendinghwihfedergl or i t y
funds and donations providing the remainder.

It should be noted that in both years K12 Virtual Schools, Inc. provided a balanced
budget creditto the schoot* The credit comes in the form of a reduction in the
vendor > s mafrom igs comtracted rateresulting inower expenditures on
school administration than would occur without the credit.

Exhibit 28
Cyber revenue comes primarily state funds, Fiscal Years 2017 & 2018
Percent

Description 2017 2018 Change
Revenue
State $78,316,134 $82,728,184 6%
Federal $6,648,407 $7,166,871 8%
Other income $17,332 $18,464 7%
Local S0 S0
Total Revenue $84,981,873 $89,913,519 6%
Expenditures
Instruction $62,496,763 $71,582,812 15%
School Administration $14,151,631 $11,412,682 (19%)
Pupil Services $4,427,746 $5,557,166 26%
Improvement of Instructional Services $271,507 $443,224 63%
General Administration N/A $370,644
Operation of School $945,215 $337,196 (64%)
Support Services — Business N/A $209,975
Total Expenditures? $82,292,862 $89,913,519 9%
Revenues Less Expenditures $2,689,011 SO0  (100%)

Source: Georgia Cyber Academy, Inc. audited financial statements

13 With passage of HB 787 during the 2018 legislative session, funding for all state charter schools will
increase and virtual schools will receive capital funding.

14 The contract states thi12 Virtual Schools, LLC will provide the school balanced budget credits to
ensure that it does not end the fiscal year in a negative net asset position. Cyber received balanced budget
credits of $13.7 million and $9.9 millian fiscal year 2017 and 201 B&spectively.
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We used GaDOE discal year2017 revenue and expenditure reports to compare
Cyber ’ s rspending patterna ta ather public schd®is shown inExhibit

29, Cyber relies on state funding much more than typical public schools. This is true
of all state charter schools that do not qualify for local funding. State charter schools
receive QBE fuding and a state charter commission supplement to offset a portion of
the local funding that they do not receive.

Exhibit 29

State funds are nearly twice the revenue source for Cyber than the statewide
average, 2017

Statewide M Cyber

53%

State
- ez

Local 40%
0%

7%

Federal
B s

0% 20% 40% 60% 80% 100%

Source: Statewide GaDOE financial report and DE46 financials

It does not appear that Cylsassifiesexpenditure datim a manner that isomparable

to other schoolsAs shown inExhibit 30, Cyber reported spendiraysignificantly

higher proportion of funden instruction than the state avergge studenaind about
thesame on school administration. However, it reported spending virtually nothing on
pupil services or general administration. Pupil services includes the purchase of
materials such as-l@ooks ad periodicals, communication and coordination with
parents, and additional educational offerings such as summer school. General
administration includes administrative positions not covered in the school
administration category (e.g., Title | director armrteless liaison), as well as some
maintenance and technology services. It is possible that expenditures for these services
are included in the instructiar school administratiocategory.

The amounts in GaDOE’s financial reports are slig
statements due to the exclusion of certain revenue sources (&iad icontributions) and expenditure
categories. Ho wrsallowa coniparibod o bther Georgia public schools.
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Exhibit 30
Cyber does not appear to classify spending in a manner that makes their data
comparable to other public schools, Fiscal Year 2017

H Cyber m Statewide

Instruction

Maintenance and Operations
School Administration

Staff Services

Transportation

General Administration

"'rll'

Pupil Services

0% 20% 40% 60% 80% 100%

Source: Statewide GaDOE financial report and DE46 financials

Cyber’ s e xp e nwearésignificaatly loweethan thelstatése averageAs
shown inExhibit 31, Cyber spent $5,804 per FTE in the 2416school year. This
was approximately 38% lower than the statewide average of $9,417.

Exhibit 31
Per-pupil expenditures at Cyber are approximately 62% of per-pupil
expenditures statewide, Fiscal Year 2017

$9,417

$5,804

Cyber Statewide

Source: Statewide GaDOE financial report and DE46 financials
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Academic Performance as a Ratio of Per-Student Expenditures

GOSA calculates a Financial Efficiency Star Rating (FESR) for each school in the
state. The FESR compares a school distri
academic performance. The 2016/ FESR compared each scho
student to its CCRRPcore and assigned between 0.5 and 5 stars to each school. Schools

in thehighest spendingategory withow CCRPIscoregeceived only 0.5 stars, while

those in the lowest spendingtegorywith CCRPI scores at 90 or above could receive

5 stars.

Cyberrec ei ved 3.5 st ar s -1 FESR Marettharo1£200GechS8ls” s 2 0
(55%) received a lower rating, and 354 other school8LGeceived the same rating
asCyber.

Innovative Practices

Charter schools operate with freedom from certain regulationsedpiolitraditional

public schools. This freedom can allow the charter schools to adopt innovative
practices or new approaches that may lead to better student outcomes. Innovation can
be implemented in various areas of education, including instruction,rgowear and
accountability. While student outcomes are generally the ultimate goal of innovative
practices, intermediate goals may include increasing the learning opportunities for
students or adopting the use of creative teaching methods.

Examples of Goals for Innovation in Charter Schools

Increase learning opportunities for all students
Encourage the use of different and innovative teaching methods
Create different innovative forms of measuring outcomes

Establish new forms of school accountability

@i & W =

Create new professional opportunities for teachers

Source: Minnesota Association of Charter Schools

Cyberhas implemented practicesitoprove academic outcomes fitg studentsand

provide flexibility to advanced learneiGyber uses individual and small grdeprner
conferences to provide additional academic support to students. These sessions can
focus on specific assignments or standards based on the needs obs@ydmartalso

offers various educational options to support advanced lear8ardents takig
courses in kindergarten through §rade caniake above grade level courgasough

content acceleratiorCyber alsmffers high school students an unlimited capacity for
advanced placememind dual enroliment classes without the typical limitations of
transportation and space.
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Future Goals and Plans

In the 201819 school yearCyber reported the use of new plans and tools to increase
CCRPI scores and student performance. Cyber stateid Wiktincrease professional
development for instructors in ELA and math, decrease class sizes, provide more
instructional time, and increase ré@mhe assessments of students using data tools
available to instructors for tracking student progress. Udiagstudent performance
tracking tools, instructors will determine if students are struggling with course content
and respond with targeted instruction to these students to bring up test scores. Cyber is
also implementing a mandatory synchronous lessdaypoheaning that students will

be required to attend or login to lessons to receive live instruction. Only older and high
performing students will be permitted asynchronous coursework.

Cyber will implement new enrollment policies that it believes wilbaats CCRPI
score. For grades three through eight, the new board policies statmltha0% of
students may be newly enrolledith the exception of the sixth grade, which allows
for 30% of new students to enraBirade nine may have 30% new enrolld€¥,grade

may have 10% new enrollees, d@rid and12" gradesonly 5%. In addition, the school
will limit enrollments during the school year to the first four weeks of the school year.
Only homeless studentsjblings of existing students, as well aslaten of board
members, faculty, and staff, may enroll after the fourth Week.

16 In compliance with the McKinneyento Homeless Assistance Act, homeless students will continue to
be eligible to enroll in any grade throughout the school year.

38



Appendix A

Georgia CyberAcademy’ s Educati onal Breemehty c t s and
2014 - 2021
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EDUCATIONAL PRODUCTS AND SERVICES AGREEMENT
Between the
GEORGIA CYBER ACADEMY INC.
And

K12 VIRTUAL SCHOOLS LLC

This EDUCATIONAL PRODUCTS AND SERVICES AGREEMENT ("Agreement") is

made and entered into upon the exchange of good and valuable consideration by and between

Georgia Cyber Academy Inc. ("School") and K12 Virtual Schools, LLC ("K12") (each a "Party"

and together the "Parties") as of the date signed by both Parties, and includes the following

exhibits:

Exhibit A (Products and Services)

Exhibit B (K12 Proprietary Marks)

Exhibit C (Georgia Cyber Academy Charter)

RECITALS

WHEREAS, the mission of the School is to utilize research-based learning and
technology applications, combined with teacher/student/parent involvement to
provide a new, innovative model of public charter school education adapted to the
needs of elementary, middle and high school students throughout the State of
Georgia.

WHEREAS, K12 and its Affiliates were established, among other things, for the

following purposes:

e Promoting and encouraging new methods of effective education;

¢ Implementing innovative and effective instructional systems in elementary and
secondary education.

WHEREAS, K12 will provide the School with a variety of educational products
and services as set forth in Exhibit A and this Agreement, in furtherance of the
School’s mission. These educational products and services include providing the
highly regarded K12 curriculum, online school and learning management systems;
teacher training, recruitment and management; financial and school administration
services; customer support services; technology services for a student account
system and other administrative and technology support services as specified in this
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Agreement and the Charter as applicable to the Program;

D. WHEREAS, The Parties enter this Agreement in good faith with the intention to
further establish and to operate the School in accordance with federal and state law
and in a manner consistent Georgia high quality charter school (“HQCS”)
standards. A HQCS must meet financial reporting deadlines, carry limited debts
and remain financially sustainable, operate under the guidance and standards as required
by an independent governing board that operates transparently and is vested with the
ability to set the annual budget, to make personnel decisions, and to retain and seek
guidance from an independent audit firm and attorney.

E. WHEREAS, each party acknowledges that the School will perform under this
Agreement in a manner consistent with the HQCS standards, and that the School
therefore will be responsible for setting and carrying out the policies and
procedures set by its governing Board, in accordance with Section 10.1 below,
including policies and procedures regarding educational, financial, and human
resources operations.

NOW, THEREFORE, The Parties mutually agree as follows:
1. DEFINITIONS

For the purposes of this Agreement, capitalized terms used herein but not otherwise
defined shall have the meaning ascribed to them in this Section 1 as follows:

1.1 An Affiliate of KI2 is an entity that controls, is controlled by, or is under
common control with K12, where "control" means the possession, directly or
indirectly, of the power to direct or cause the direction of the management
policies of an entity, whether through the ownership of securities, by
contract or otherwise.

1.2 Applicable Law means all federal and Georgia state law, , including the
Georgia Constitution, statutes, and administrative rules, and specifically the
Georgia Charter Schools Act and Charter Schools Commission Act and the
Department of Education administrative rules corresponding with these Acts;
the federal Elementary and Secondary Education Act, Individuals with
Disabilities Education Act, Section 504 of the Rehabilitation Act of 1973, the
No Child Left Behind Act, the Family Education Rights and Privacy Act
("FERPA™), and all other federal and state statutes, ordinances and
regulations, applicable to the School and/or K12.

1.3 The Authorizer of the School is the State Charter Schools Commission, the
entity with legal authority to (among other things) approve charter school
petitions, enter charters with approved schools, and oversee the operation of
the schools it approves, including the School.

14 The Board means the independent body legally responsible for governing the
School consistently with the terms of the Charter and Applicable Law.
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1.5 The Charter is the contract (Exhibit C hereto) between the School and the
Authorizer, permitting the School to operate as a public charter school and
entitled to receive public funds, appropriations and other revenues.

1.6 A Change in Net Assets is the difference in any given Fiscal Year between
the Program Revenues and Program Expenses.

1.6.1 A Positive Change in Net Assets means Program Revenues
exceeded Program Expenses in a given Fiscal Year.

162 A Negative Change in Net Assets means Program Expenses
exceeded Program Revenues in a given Fiscal Year.

1.7 The Facility is the administrative office owned or leased by the School.
1.8 The Fiscal Year will run July 1 through June 30.

1.9 Full-Time means students who have enrolled in at least six (6) courses in the
Program.

1.10Net Assets means the difference between total assets and liabilities of the
Program at the end of a given Fiscal Year.

1.11.1 A Positive Net Asset Position means that total assets exceed total
liabilities at the end of a Fiscal Year during the Term.

1.11.2 A Negative Net Asset Position means that total liabilities exceed total
assets at the end of a Fiscal Year during the Term.

1.12 Educational Products and Services, include all products and services that
K12 will provide pursuant to this Agreement (Exhibit A), such as
Technology Platform and Support Services, Management Services, and
Additional Services

1.13 The Program is Georgia Cyber Academy's public online educational
offering, which will utilize K12 Products and Services in accordance with
this Agreement.

1.14 Program Expenses are defined in Section 4 below.

1.15 Program Revenues are all income and funding generated or
appropriated for and received by or on behalf of the School attributed to any
Student in (or previously in) the School and include all income and funding
provided for under federal and state law attributed on a per-student basis or
any other basis without limitation, such as funds attributed pursuant to Title
I of the Elementary and Secondary Education Act of 1965, the Individuals
With Disabilities Education Act the Georgia Quality Basic Education Act,
other Georgia statutory provisions under which Commission charter
schools such as the School are entitled to receive funding, State Board of
Education Rules (such as Start-Up and Implementation Grants), other
federal and state statutes and administrative enactments and all sums
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received by or on behalf of the School through contributions and
competitive and noncompetitive grant processes. If and to the extent that
Applicable Law at any point within the Term of this Agreement requires
any portion, amount, or source of Program Revenues to be excluded from
the amount paid under this Agreement for any Program Expenses,
Technology Platform and Support Fees, Management Services or Management
Fees, Educational Products, Pupil Recruiting, Product Related Services, or other
products or services, the definition of Program Revenues to be deemed amended to
comport with such Applicable Law, without changing the definition of Program
Revenues for any other purpose under this Agreement,

1.16 The School is the Georgia Cyber Academy, which operates under the
terms of the Charter.

1.17 A Shareholder is a holder of greater than one percent (1 %) of K12's
outstanding shares of common stock.

1.18 A Special Education Student is any student with an existing
Individualized Education Plan ("IEP") or for whom an IEP must be created
pursuant to federal and state law.

1.19  The State is Georgia.

1.20 A Student is any Full-Time student enrolled in and/or taking any
course(s) in the Program and any student who is less than Full-Time and is
enrolled in and/or taking any course(s) in the Program.

1.21  Students with Disabilities include any Student who qualifies to receive
special education and/or related services under the Individuals with
Disabilities Education Act, §§ 601 et seq., as amended, 20 U.S.C.A. §§
1400 et seq. (“IDEA”) and any Student who qualifies as a student with a
disability under Section 504 of the Rehabilitation Act of 1973, § 504, 29
U.S.C.A. § 794, the Americans with Disabilities Act of 1990, §§ 2 et seq.,
42 U.S.C.A. §§ 12101 et seq., or other Applicable Law but does not qualify
for IDEA services

1.22  The Term includes the Initial Term and any Renewal Terms during
which this Agreement is in effect.

K12 RESPONSIBILITIES.

21 Educational Products. For each school year during the Term, K12 and

Affiliates will license to the School, on a non-exclusive, non-assignable, non-sublicensable basis
the products and offerings, as described in Exhibit A. to include the K12© curriculum, access to
its online school and designated learning management system(s) and/or available third party
curriculum, instructional tools and other products and offerings (collectively the "Educational
Products"). During the Term K12 and Affiliates may license to the School products (e.g., new
curriculum, supplementary curriculum, and/or educational programs) in addition to those listed
in Exhibit A, provided that any such agreement is in writing as an addendum to this Agreement
or as agreed to by the Parties as part of the budget process or budget modification process and
will be governed by the terms of this Agreement. In no event will the School be placed in a
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Negative Net Asset Position in any Fiscal Year as the result of K12’s providing and licensing
to the School additional products necessary in order for the School to meet any requirement set
by Applicable Law or the Charter.

22  Services. For each school year during the Term, K12 and Affiliates will
provide, in addition to the Educational Products and Support Services, Pupil Recruiting and
Product Related Services set forth in Exhibit A, the following additional support services
(collectively, "Services"):

22.1 Technology Platform and Support Services, as described in Exhibit
A, including a student account management system and related technical support services and
other educational services;

2.2.2 Management Services, as described in Exhibit A, including teacher
recruiting, training and management, teacher support and reporting, enrollment services,
customer care support, compliance reporting and financial and school administration services;
and,

2.2.3 Additional Services. Services other than those listed in Exhibit A, as
agreed to by the Parties in writing as an addendum to this Agreement and governed by the terms
of this Agreement.

2.3 Place of Performance. Performance of Services is not required to be
rendered at the Facility, unless specifically stated in Exhibit A or for compliance with Applicable
Law or the Charter.

2.4  Special Education Services.  For each student eligible under IDEA,
K12 will provide the Education Products and Services provided for in this Agreement and all
special education services and related services specified in the Student’s Individualized
Education Plan and any other plan applicable to that student. For each student who qualifies
as a student with a disability under Section 504 or the Americans with Disabilities Act but is
not eligible for special education services provided under IDEA, K12 will provide the
Education Products and Services provided for in this Agreement and all services specified in
the student’s accommodations plan. In the event of a student due process complaint or any
other administrative or legal challenge regarding the School’s provision of services to a
student with disabilities, K12 and the School will act consistently with their best efforts
obligations under this Agreement to appropriately defend, litigate, and mediate or otherwise
resolve the matter, and the School will be represented by the legal counsel of its choice the
cost of which shall be considered a Program Expense.

25 Standards of K12 Performance.

25.1 KI2 Compliance. K12 will provide the Educational Products and
Services set forth in this Agreement and any amendments hereto and any Additional Services
agreed to in writing by the Parties in accordance with Applicable Law and the Charter, as well as
School and Board policies made known to K12 in writing. Subject to Section 12, K12 will also
comply with changes in School and Board policies within thirty (30) days of receipt of written
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notice and a copy thereof.

2.5.2 Confidentiality of Records. K12 will maintain the confidentiality
of Program personnel, student and other records in accordance with the requirements of
Applicable Law. The School recognizes and agrees that for purposes of the Family Educational
Rights and Privacy Act of 1974, 20 U.S.C. § 1232g; 34 CFR Part 99 ("FERPA") and the State
open records act, K12 has a legitimate educational interest for purposes of the School's
disclosing a student's educational records to K12. The School will define "school officials" and
"legitimate educational interest" as permitted by FERPA, broadly enough to permit K12 to
provide the Educational Products and Services to the Students.

2.5.3 Licensure or Other State Requirements. Except as otherwise
provided in this Agreement, all personnel performing Educational Support and Administrative
Services for K12 on behalf of the School must comply with all applicable licensure or other
requirements of the State and any regulations promulgated thereunder applicable to persons who
perform such services.

2.54 Non-Discrimination. K12 prohibits discrimination in all its
programs and activities on the basis of race, color, national origin, age, disability, and where
applicable, sex, marital status, familial status, religion, and sexual orientation.

2.5.5 Cooperation. KI2 will reasonably cooperate with the School's
monitoring and oversight. K12 will timely furnish the School all documents and information
necessary for the School to perform its responsibilities under this Agreement, the Charter and
Applicable Law.

3 SCHOOL RESPONSIBILITIES.

3.1. Payment Rates and Terms. The School will be responsible for reviewing
and approving the rates and terms of service for the Educational Products and Support Services
as set forth in this Agreement, as amended in writing and signed by the Parties or as agreed to
by the Parties in the budget or budget modification process. In the performance of that
responsibility, the School will act in accordance with its obligation under Applicable Law and the
Charter to determine independently of K12 whether fees and terms proposed by K12 are
reasonable, necessary, and fair market value compensation for the Educational Products and
Support Services for each Term.

32.  Monitoring_of K12. The School will be responsible for the policy
management of the School overall, including educational, financial, and human resources
operations. K12, in entering this Agreement does not assume any obligation that the School may
have to the State, the Authorizer, or any third party. The School will monitor and oversee K12’s
performance under, and compliance with the terms of| this Agreement, but the School’s failure
to identify any problem with K12’s performance will not relieve K12 of any responsibility it
bears under this Agreement.

3.3.  The School will perform its obligations under this Agreement and govern
itself in a manner consistent with the Charter the Authorizer's policies and Applicable Law.
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4 FINANCIAL MATTERS.

4.1.  Financial Risks Assumed by K12. K12 assumes the risks, except as
otherwise set forth in this Agreement, that its fees may not allow it to operate profitably, or to
fully recover the amounts due K12 in accordance with this Agreement. K12 is willing to assume
these financial risks subject to the risk controls set forth in this Agreement, each of which is a
material term of this Agreement.

42. Balanced Budget Credits. The School and K12 agree to take all
reasonable steps necessary to avoid a Negative Net Asset Position for the School in each and
every Fiscal Year during the Term, but in an abundance of caution want to provide a means for
the School, should it end a Fiscal Year in a Negative Net Asset Position, to accept "Balanced
Budget Credits" from K12 and balance its budget and have certainty regarding the terms under
which it will, to the extent provided for herein, repay K12. "Balanced Budget Credits" are credits
that K12 will extend to the School, under the terms stated in this Agreement that will operate to
cancel out Negative Net Asset Position. If the School notifies K12, or K12 notifies the School,
in writing of a potential that the School may end the Fiscal Year in a Negative Net Asset
Position, K12 will provide sufficient Balanced Budget Credits to K12 invoices payable by the
end of that Fiscal Year to ensure that the School does not end the Fiscal Year in a Negative Net
Asset Position.

4.3. Balanced Budget Credit Reimbursement. If K12 has issued Balanced
Budget Credits in prior years for which a balance remains, the School will reimburse K12 for
Balanced Budget Credits balance only under the following conditions:

4.3.1 The School will reimburse K12 only in those Fiscal Year(s) that
the School ends in a Positive Net Asset Position, exclusive of the Reserve Fund (described
below), as evidenced by its audited financial statements conducted in accordance with Generally
Accepted Accounting Principles (GAAP). Balanced Budget Credits will not be due unless and
until the School is in a Positive Net Asset Position, if ever.

432 The School will reimburse K12 only the cumulative amount of
previously issued Balanced Budget Credits, and no amount in excess. In other words, the total amount
that the School reimburses K12 over the Term will not exceed the amount of Balance Budgets Credits
that K12 issued during the Term.

4,33 Ifthe School ends a Fiscal Year in a Positive Net Asset Position the
amount, if any, that the School will reimburse K12 for previously-extended Balanced Budget Credits
will be determined as follows. These payment conditions and terms are to ensure that the School is
never put into a Negative Net Asset Position.

4.3.3.1 Inno single Fiscal Year will the amount that the School
reimburses K12 exceed 50% of that Fiscal Year's Positive Net Asset Position, as determined by
an independent audit conducted in accordance with Generally Accepted Accounting Principles
(GAAP), which will occur before the School reimburses K12.

4.3.3.2 Of'the first $100,000 or less of the Positive Net Asset
Position, the amount due K12 will be 25% of such amount, not to exceed $25,000.

4.3.3.3 Of'the second $100,000 or less of the Positive Net Asset
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Position, if any, the amount due K12 will be 50% of such amount , not to exceed $50,000. The
amount due K12 will not exceed $75,000, for the first $200,000 of Positive Net Assets.

4.3.3.4 Ifthe Positive Net Asset Position exceeds $200,000 the
amount due K12 will be 75% of the amount over $200,000 plus the $75,000 noted above.

44 K12 will forgive any Balanced Budget Credits that remain due at the end of
the Term, subject to the Termination provisions of this Agreement.

45  Reserve Fund. K12 and the School agree that the School will maintain a reserve
("Reserve Fund") of no less than $250,000 of Program Revenues continually each year of the Term.
The Reserve Fund will be used at the School board's discretion and in good faith for expenses incurred
during the Term provided, however, that the Schoolwill notify K12 in advance of each expenditure (as to
amount, purpose and payee) from the fund. The Board shall not use the Reserve Fund (i) to provide any
compensation or consideration directly to any employee of K12, (ii) to reimburse K12 any amount of
Balanced Budget Credits or (jii) for any commitments or expenditures that continue beyond a single
Fiscal Year without the prior approval of K12.

4.6 Exclusivity. K12 will be the sole provider to the School of the Educational
Products and Services unless otherwise waived in writing by an authorized officer of KI12.
Nothing within this provision, however, should be construed to preclude the School, pursuant to its
governing Board’s exercise of its fiduciary obligations to the School, from procuring services and/or
purchasing
goods from a third party(ies), provided that the School gives K12 a thirty (30) day right of first
refusal to provide such services or goods not enumerated herein; or, in the event that the Board
in good faith reasonably finds that it must take action sooner in order to fulfill its fiduciary
responsibilities, a right of first refusal of as long a duration as the Board can extend and still
act in a timely manner consistently with its fiduciary responsibilities.

4.7 Final Program Budgets. The School will adopt an annual Program budget
for each Fiscal Year during the Term and the Parties agree that K12 will present to the School’s
goveming Board a proposed Program budget for each such Fiscal Year prior to May 1 of the prior
Fiscal Year. The proposed Program budget will include assumptions provided by K12, including the
number of Student Support Staff to be employed, the number of teachers to be employed and projected
enroliment, funding and expenses. The Parties will work in good faith to agree in writing on a final
Program budget on or before June 1. In the event the Parties cannot agree upon a final budget (by June
1) or cannot agree on any budget modification(at least 30 days prior to the proposed effective date
of the modification) they will engage in mediation with a mutually acceptable neutral mediator and
will do so with all due speed. The cost of such mediation will be shared equally by the Parties. K12
will be obligated only to issue Balanced Budget Credits, if any, up to the amount stated in the
original budget proposed and agreed between the parties.

4.8 Budget Modifications. K12 may submit to the Board, or the Board may initiate,
proposed modifications to the Program budget to take into account the actual Student enrollment for
such school year, other changes in key assumptions or other changes as K12 deems necessary or
appropriate. The Parties will work in good faith to agree in writing on modifications to the final
Program budget but, in any event, the Board will act on any modifications proposed by K12 within
thirty (30) days of the proposal thereof.
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49 Variances from Budget. In the event that the School causes (or its
designees who are not K12 employees cause) the School to incur a Negative Net Asset Position by
failing to take all reasonable steps as provided for in this Section 4, including its subparts, at the
conclusion of any given Fiscal Year during the Term, greater than two percent (2%) or as otherwise agreed
to by K12 in the Budget or Modified Budget, then K12 reserves the right to limit the Balanced Budget
Credits up to such 2% or other agreed upon variance in writing,

4.10  Advances Made by K12 to the School. If the Program Revenues available are
from time to time insufficient to cover payment of Program Expenses on a timely basis, the School
may in its sole discretion seek to obtain funding from other sources to cover the deficiencies but
is not obligated to do so. If the School does not seek funding from other sources, or if the
School tries but is unable to obtain or unsuccessful in its efforts to obtain funding from other
sources to cover the deficiency, K12 will, when the payments are due, advance to the School funds
sufficient to cover the amounts due for such Program Expenses on a timely basis (collectively
hereinafter referred to as "Advances") on the following conditions: (i) K.12 will have no obligation to
make an Advance to pay for any Program Expense the cost of which is materially in excess of the
amount agreed to by KI2 in the approved budget or subsequently agreed to modification thereof; (ii)
K12 will have no obligation to make an Advance for any amount the School is obligated to pay K12 or
its Affiliates pursuant to this Agreement (for any matters as to which K12 or any other person or entity
is entitled to indemnification under this Agreement. Amounts provided by K12 for startup expenses
incurred by the School prior to the start of the 2014-2015 school year will be considered Advances
under this Agreement will be due and owing to K12 by the School within thirty (30) days after
the School receives Program Funding for the 2014-2015 school year sufficient to reimburse
K12 for startup expenses.

4.11 Financial Reports. K12 will, upon the School's written request: (i) prepare
and submit reports on the Program's finances in addition to those financial reports required by
Applicable Law or the Charter; and (ii) provide such other information as reasonably necessary and
appropriate to enable the Board's to monitor School and/or Program performance to the extent
required by the Charter and Applicable Law, including the effectiveness and efficiency of the
Program operations. All such requests will be made in writing. K12 will also provide the Board with
a revenue and expenditures statement prior to each regular Board meeting, but no less often than
once per month.

4.12  Program Audit. The School will select an independent auditor and K12 will
work in collaboration with such auditor to have an independent audit of the Program's financial
statements on an annual basis. The cost of such audit will be a Program Expense. If the School and/or
K12 deems necessary and appropriate, additional independent audit(s) may be performed under this
provision. The costs of such audit(s) will be a Program Expense.

4.13  Program Expenses. All debts, liabilities, and other financial obligations the
School incurs directly and those that K12 incurs on behalf of the School pursuant to the terms of this
Agreement for Program Expenses; Program expenses will be determined in accordance with the
budget process and will be paid out of the Program Revenues. The Program Expenses will
include, but are not limited to, the following:

4.13.1 teacher salaries, benefits, computers and peripherals, software ,
travel (as required per student instruction) and all other reimbursable expenses per approved
School policies
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4.13.2 training and professional development for members of the School’s
goveming Board, teachers, counselors, and administrators, including course/conference fees, facility
rental (as necessary) and travel and all other reimbursable expenses per approved School policies;

4.13.3 offices for administrative staff, related business travel phone, internet
service and other routine business expenses and all other reimbursable expenses per approved School
policies;

4.13.4 Student Support Staff (defined in Section 8.9 below) teacher
salaries, benefits, computers and peripherals, software, travel (as required per student instruction) and all
other reimbursable expenses per approved School policies;

4.13.5 special education services and related services for each
Student eligible under IDEA, as specified in the Student’s Individualized Education Plan
and any other plan applicable to that Student:

4.13.6 services and accommodations provided for all in the
accommodations plan of each Student who qualifies as a student with a disability under Section 504
or the Americans with Disabilities Act;

4.13.7 related services expenses for Special Education Students;

4.13.8 internet service provider subsidy for Full Time Students who request
and qualify for a Free and Reduced Lunch under the National School Lunch Program (on a one-subsidy
per family basis), and to Program teachers and Program administrators consistent with approved
School policies;

4.13.9 computers and related expenses that may be provided upon request to
Full Time Students who qualify for a Free and Reduced Lunch under the National School Lunch

Program;

4.13.10 proctored examinations, proctor payments, student test preparation,
facilities, cost of exam administration and travel (as required) and all other reimbursable expenses
per approved School policies;

4.13.11school outings, events, achievement incentive programs, face-to-face
leaming coach training sessions, back to school events, competitions, graduation ceremonies and travel
(as required) and all other reimbursable expenses per approved School policies;

4,13.12 direct mail, printing and related expenses for enrolled Students;

4.13.13 fees and amounts billed by K12 and amounts due to K12 and its
Affiliates, including interest on Advances and past due amounts;

4.13.14 reasonable legal fees as determined by the School by way of its
governing board for representation of the School and/or its board. by the legal counsel of its
choice other than legal fees and other costs related to litigation in which the School is adverse to
K12;

4.13.15 insurance including directors' and officers' liability insurance,
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general liability insurance, worker's compensation coverage and other Program insurance
coverage, as appropriate;

4.13.16 accounting and reporting not provided by K12 payroll processing,
audit, and/or tax preparation fees directly associated with the Program; supplemental curriculum
and other academic services as agreed to by K.12 in writing; use, sales, excise, value-added,
income, property or other taxes, if any; fees for required background investigations of School
employees;

4.13.17 office and governing Board meeting expenses such as rent,
maintenance, office, furniture, supplies, computers, servers, learning and tutoring center
supplies and all other Program Expenses approved in the budget, provided that any Program
Expenses that the School knows or reasonably should have known will exceed the approved
budget or budget modifications by two percent (2%) or more must be approved in writing by
K12.

5 TERM OF AGREEMENT.

5.1. Term. This Agreement will become effective, provided it is fully executed
by the Parties, on July 1, 2014 ("Effective Date"). and will terminate on June 30, 2021 ("Initial
Term") unless sooner terminated under Section 12 of this Agreement, including, but not limited
to, Section 12.3 in the event that the Authorizer provides written notice that it has terminated,
revoked, or non-renewed the Charter. In the event the Authorizer and/or the Charter changes,
this Agreement will automatically survive and be performed in accordance with the new
Authorizer's regulations and/or the new Charter unless this Agreement is otherwise terminated
in accordance with Section 12 herein. Notwithstanding the forgoing, this Agreement shall not
become effective on the Effective Date if the Authorizer has not granted the Charter to the
School on or before the Effective Date.

5.2. Renewal. Following the Initial Term, this Agreement will automatically
extend for any period of Charter reauthorization or renewal (each such period a "Renewal
term") unless (a) either Party provides the other with written notice of non-renewal at least
eighteen (18) months before the expiration of the then-current Initial term or Renewal Term (as
applicable) or (b) the Agreement is-sooner terminated under Section 12.

6 PRICING. FEES AND PAYMENT

6.1. Educational Product and Support Services Prices. In consideration of the
value of the Educational Products and Support Services provided by K12 as specified in detail in
Exhibit A, the School will pay K12 and its Affiliates for the Educational Products in the then
current national K12 Managed Virtual School Price List (“Product Price List”) paid by similarly
situated schools, and provided separately by K12 to the School’s governing Board at least 30
davs prior to the annual budget process or any budget modification process that may occur in
any I‘iscal Year, and for the Educational Support Services specified in Exhibit A. Each fiscal
year at least 30 days prior to the annual budget process or any budget modilication process that
may occur, K12 will provide the School’s governing Board for review the Product Price List
and  will notify the School in writing of any revision to the Product Price List that it has
implemented for similarly situated schools. The Product Price List will be subject to change no
more than once annually and will be provided to the School for its review.
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6.2  Technology Platform and Support Services Fee. In consideration of the
value of the Technology Platform and Support Services provided by K12 as specified in detail in
Exhibit A, the School agrees to pay K12 and its Affiliates seven percent (7%) of the Program
Revenues for the Technology Services (the "Technology Platform and Support Fee") each Fiscal
Year of the Agreement.

63  Management Services Fee. In consideration of the value of the
Management Services provided by K12, as specified in Exhibit A, the School agrees to pay
K12 and its Affiliates eight percent (8%) of the Program Revenues each Fiscal Year of the
Agreement Management Services Fee"). The Management Fee reflected herein will remain firm
throughout the Term of the Agreement.

64  State Charter School Commission Fee. K12 agrees that the administrative
fee payable to the Commission as set forth in the Charter will be included in the School's
annual budget.

6.5  Priority of Payments. Payments from the Program Revenues will be paid
in the following order of priority: (1) State Charter School Commission Fee. (2) Program
Expenses identified in Section 4.12 above to include all Program teacher salaries and fees for
Educational Products and Support Services; (3) Technology Platform and Support Services Fees
and Management Services Fees payable to K12 and its Affiliates, including any fees for
administrative, technology or educational support products and services purchased by the
School in addition to those enumerated in Exhibit A; and, (4) Balanced Budget Credits and
Advances, if any.

e GRANTS AND DONATIONS.

The School and K12 may, together or independently, on behalf of the Program,
solicit and receive grants and donations from public funds through competitive or noncompetitive
processes, and private sources consistent with the Program's objectives and the Charter; provided,
however, that any solicitation of such grants and donations by K12 will be subject to the approval of
the School. Such grants and donations will be deemed to be included in Program Revenues but
not included in determining the Technology Platform and Support Fee or the Management Fee.
Nothing in this Agreement will be construed to prohibit either Party from soliciting funds or grants
solely for non-Program related purposes and using such funds or grants solely for such purposes.

8. PERSONNEL SUPPORTING THE PROGRAM.

8.1. K12 Staff Assigned to the Program. To satisfy its obligations under this
Agreement, K12 may assign personnel to the Facility or other locations as it deems necessary to carry
out the Program. The School, per its governing Board’s exercise of independent judgment
consistent with its fiduciary responsibilities, hereby entrusts K12 with the authority to select,
supervise, evaluate, transfer; promote, discipline and dismiss the teaching staff, teaching support
staff, office personnel and any other personnel as appropriate and necessary to deliver the
Educational Products and Services described in this Agreement. Such personnel may be assigned to
the Program on a full or part-time basis.

8.2 Head of School ("HOS™). Matt Arkin will serve as the initial HOS. In the
event of a vacancy in the position of HOS, K12 will advertise the HOS position and be
responsible for the initial vetting and interviewing of candidates. The School through the
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governing Board will designate any of those candidates, or any other person, to be interviewed
by K12. K12 will recommend a candidate from among the persons interviewed, and the
School’s governing Board will interview that candidate and vote on whether to approve the
candidate for hiring as HOS no later than the next regularly scheduled meeting after receipt of
K12's recommendation. K12 will not offer the position to any candidate before receiving the
approval, in writing, of the School’s governing Board. K12 will have sole authority to set the
salary and other terms of employment for the HOS, subject to the School’s authority to
approve the budget. The process for appointment of a HOS is intended to be accomplished in
good faith and through collaboration by both parties.

83  Poor Performance by K12 Staff. The HOS will inform the School (by
way of directly contacting the Schools’ governing board) of any discipline or termination of a
K12 staff member assigned to the Program if the matter, in the HOS's reasonable judgment,
merits Board attention. If the School’s governing board is dissatisfied or concerned about the
job performance of a K12 staff member assigned to the Program, the School’s governing board
shall discuss the matter first with the HOS or its equivalent. In the event the Board is not
satisfied with the HOS's job performance, the Board will provide K12 written notice pursuant
to this Agreement and set forth the specific issues and requested action, with supporting
documentation if available and K12 shall review and respond within five (5) business days. If
K12 and the School do not agree on the appropriate course of action within ten business days of
K12’s response, the School’s governing Board will have the authority to act as it deems
appropriate and consistent with the School’s obligations under the Charter, including directing
K12 to remove the HOS from their position at GCA at such time as the School has deemed
appropriate, or take action that K12 alone is authorized to take as the employer of the HOS, up
to and including discharging the HOS, in which case the provisions of Section 8.2 above will

apply.

8.4. Employment of Teachers. Unless otherwise mutually agreed in writing,
the Program teachers will be employed by K12 and all costs associated with teacher
employment (including, without limitation, salaries, benefits, professional development and
other Program related reimbursable expenses) will be a Program Expense. K12 will recruit,
supervise, direct, train and discipline teachers, including master and lead teachers, to assist in the
delivery of the Educational Products and Services. Teachers may work on a full- or part-time
basis. Each teacher must be qualified in his or her grade level(s) and subject(s), must meet all
legal requirements for teachers in Georgia, and must have applied for or completed a criminal
background check and unprofessional conduct check to the extent required by Applicable Law.

8.5.  Teacher Discipline. K12 will be empowered to formulate and implement
binding decisions on disciplinary matters pertaining to teachers.

8.6.  Student-Teacher Ratios. K12 will make recommendations to the School’s
governing board for an appropriate ratio of teachers to pupils for the Program to ensure academic
performance, including high school, subject to the terms and conditions of the Charter and/or
Applicable Law. The School’s governing board will not unreasonably withhold its consent to
recommendations that are consistent with the terms and conditions of the Charter and Applicable
Law.

8.7. Teacher Contract Renewals. Notwithstanding anything to the contrary
herein, each year during the Term (except for the initial year) before any teacher contracts are
extended for the following school year, K.12, in collaboration with the School’s governing board,
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will determine the maximum number of the then-current Program teachers to return and the
number of new teachers to be hired in the next Fiscal Year. K12 will determine which teachers
should return and who will be retained or offered contracts for the upcoming school year. Such
determination will be based on criteria including but not limited to: teacher performance,
forecasted enrollments, funding, and Educational Products and Services to be offered.

88  New Teacher Hires. As part of the budgeting process the Parties will also agree
on the number of new teachers to be hired based upon factors including, but not limited to, enrollment
and funding, As enrollment for the upcoming Fiscal Year becomes more certain, the number of agreed
teachers to be hired may be amended.

89. Student Support Staff. K12 will employ Student Support Staff for the
Program. The School will be responsible for all costs associated with the employment of such staff
(including, without limitation, salaries, benefits, travel and other Program related expenses) and all such
costs will be Program Expenses. Student Support Staff is defined as any position that provides direct
services to teachers, students and parents (which may include Special Education Coordinators,
Registrar, Guidance Counselor, Nurse, Community Relations Coordinator, Truancy Officer, Related
Services Coordinator, or similar positions). K12, in consultation with the Board, will recruit, set the
terms of employment, hire, supervise, discipline and terminate Student Support Staff.

8.10. Determination of Employer Entity. The Parties anticipate that, except as
otherwise required by Applicable Law or to the extent necessary for the School to maintain its status as
a tax-exempt organization under Section 501(c)(3) of the Internal Revenue Code of 1986 as
amended ("IRC"), the HOS, teaching staff and other administrative personnel provided by K12
pursuant to this Agreement will be provided by K12. In the event that K12 determines that it is
necessary or desirable that any of the K12 staff members providing services under this Agreement
become an employee of the School (for example, due to a change in functional duties to a Student
Support Staff position), K12 will notify the Board of such determination in writing and upon the
written agreement of the Board, such K12 staff member will become an employee of the School; such
change will become effective on the date specified by K12 in such notice. In the event that at any time
or from time to time K12 determines that it is necessary or desirable that any of the School's staff
members to become an employee of K12 because, for example, of a change in the employee's
functional duties to an administrative position, K12 will notify the Board of such determination in
writing and upon the written agreement of the Board such School employee will become an employee
of K12; such change will become effective on the date specified by K12 in such notice.

8.11. Retirement Benefits. To the extent required by Applicable Law, qualified staff
members will participate in the Georgia Teachers Retirement System and K12 will, pursuant to
TRS, make the statutorily required employer contributions.

8.12. Background Checks/Investigations and Qualifications. Each person who
works at the School, provides services to the School, or is assigned to the Program or reasonably
expected to have contact with an enrolled Student(s) will be subject to both a criminal background
check and unprofessional conduct search as a condition of hiring or accepting services from any
person who works at the School, is assigned to the Program, or is reasonably expected to have
contact with any Student(s). Upon the School's written request, K12 will provide the School with
documentary evidence of the results of such screenings performed regarding K12 employees. Upon
K12’s written request, the School will provide K12 with documentary evidence of the results of such
screenings performed regarding School employees.

9. PAYMENT OF PRODUCT AND SERVICE FEES.
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9.1.  Payment Out of School Funds Managed by K12. The School authorizes
KI2 to pay itself the fees set forth in this Agreement, upon receiving approval from the School’s
governing board and as set forth in the School's expenditure authorization policy (as approved by
the Board annually).

9.2. Invoicing and Payment of Fees. K12 will submit to the School a
detailed invoice for the Educational Products and Support Services delivered for the prior
calendar month. For any fees calculated as a percentage of Program Revenue, such fees will be
calculated based upon the approved budget or approved budget modification in effect for the
applicable calendar month and will be billed as services rendered on a monthly basis during the
Term even though Program Revenue may be received by the School beyond the expiration of
the Term.

9.3.  Location of Payment. All payments made hereunder will be made to K12 or
its applicable Affiliate, and at the address set forth above, or such other address provided by K12 in
writing.

94. Payment Date and Interest. All invoices payable to K12 and its Affiliates
are due within thirty (30) days from the invoice date. K12 will pay itself fees pursuant to each
invoice within thirty (30) days from the invoice date, and no interest will accrue on any invoiced
amount not paid within thirty (30) days due solely to K12’s failing to take the action necessary to
pay timely. In the event the School is at fault for late payment, interest will accrue on any unpaid
invoice balance at one and one-quarter percent (1.25%) per month but not to exceed fifteen percent
(15%) per annum on each overdue amount. Advances will be reimbursed no later than thirty (30)
days from the date on which the School receives Program Revenues sufficient to pay the invoice
unless otherwise agreed in writing by both Parties. The School will pay interest on the overdue
Advance at a rate of prime plus two (2%), not to exceed fifteen (15%) per annum.

9.5. Taxes. Except as otherwise stated herein, K12 is not responsible for any
taxes or third-party charges related to the activities, ownership or operation of the Program.
Without limiting the foregoing, the fees for the Educational Products and Support Services set
forth herein are exclusive of sales, use, property, excise, value-added, or other similar taxes. The
School agrees to pay any sales, use, property, excise, value-added, or other similar taxes, if any,
imposed by Applicable Law, and except for taxes based on K12's income or value and will be
paid from Program Revenues and included in the annual budget.

9.6.  Year-End Adjustments. Within thirty (30) days after completion of the
School's audited financial statements for each Fiscal Year, K12 will prepare and submit to the the
School’s governing board a statement of the total amounts of the Support Services , Technology
Platform and Support Services and Management Services or other Service fees set forth in this
Agreement (collectively "Service Fees") payable with respect to such Fiscal Year, including the
calculation of such amounts (which calculations will be based upon the School's audited financial
statements for such Fiscal Year on an accrual basis in accordance with Generally Accepted
Accounting Principles). If the total amount of the Service Fees calculated in accordance with the
foregoing sentence exceeds the total amount invoiced by K12 pursuant to Section 9.2, then the
excess amount will be payable to K12 from the Program Revenues; if such total amount is less
than the total amount invoiced by K12 pursuant to Section 9.2, then the shortfall amount will be
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payable to the School. Payment of any such amount payable to K12 will be due thirty (30) days
after the submission of the statement thereof. If at that time the School has insufficient Program
Revenues to pay the amount due, payment to K12 will be due within thirty (30) days of the
School’s receipt of Program Revenues sufficient to pay the amount due.. Reimbursement of any
such amount payable to the School, will be paid directly to the Governing Board c/o its Chair,
with a copy to the HOS, and due thirty (30) days after K12 or the School in writing notifies the
other of the amount of overpayment, provided, that each party may elect in its discretion to set-off
the amount any such overpayment or underpayment against any outstanding obligations of the
other party or any Affiliate of K12.

9.7  Disputed Amounts. If the School disputes any charge invoiced by K12
("Disputed Amounts"), the School (or its authorized designee) must submit in writing a
reasonably detailed description of the nature of the dispute, along with the Disputed Amount
with documentation reasonably necessary to support the claim regarding the Disputed Amount
no later than ninety (90) days after the School’s receipt of the then-current Fiscal Year audit
results.

10. RELATIONSHIP OF THE PARTIES.

10.1. Policy Management and Collaboration. The Parties acknowledge and
agree that in providing the Services, it shall be the responsibility of K12 to recommend various
policies for the operation of the Program and will implement procedures consistent with those
policies, but that the School retains ultimate responsibility for adopting policies and for
overseeing K12's implementation and K12 will cooperate with such oversight. K12 and the
School will work collaboratively on the creation of School policies that may include, but are not
limited to, policies relating to the budget, authorization of expenditures, curriculum, admissions
procedures, student conduct, school calendars, procedures for resolution of parent or student
complaints and disputes between School employees, and the responsible use of computer
equipment and other instructional property. The School shall provide K12 written copies of all
policies adopted and must promptly notify K12 in writing of any changes to such policies.

102. Status of the Parties and Relationship between the Board, the School, and
K12. The School and K12 are the Parties to this Agreement. The Board is not a Party to this
Agreement. No individual member of the Board is party to this Agreement. KI2 is not a division or
other part of the School. The School is an independent legal entity authorized under State law, and
is not a division or a part of K12. The relationship between the Parties was developed and entered
into through arms-length negotiations and is based solely on the terms of this Agreement. Nothing
herein will be construed to create an employer-employee relationship, a partnership or a joint venture
relationship by or between the School and K12. Neither Party will be the agent of the other except
to the extent otherwise specifically provided for in this Agreement where K12 is authorized to
take action on behalf of the School. Neither Party will represent to third parties, and will
whenever needed disclaim to such parties, any ability to bind the other to any debt or duty
imposed by contract or otherwise, other than as provided for in this Agreement or as otherwise
agreed in writing by K12. Except as otherwise set forth in this Agreement, should a Party in
violation of this provision purport to bind the other to a debt or other obligation, the violating
Party will indemnify the other Party in full for any cost, expense or other form of liability
incurred as a result of the violation.

10.3. Board's Role. The Board is the governing body of the School. Neither the
Board nor any individual member of the Board assumes any liability under this Agreement nor is
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the Board a third party beneficiary of this Agreement

104 No Related Parties or Common Control; Certain Permitted Participations.
Nothing in this Agreement is intended to supplant the Board's authority or interfere with the
Board in its governance of the School pursuant to the Charter. Except as contemplated by this
Agreement (or any agreement between the Board and any Affiliate with respect to the provision
of services described hereunder) K12 will not have any role or relationship with the Board that
expressly or in effect limits the Board's ability to exercise its rights, including termination rights,
under this Agreement or its ability to govern the School. No director, trustee, member,
manager, officer, Shareholder, or employee of K12 will be a member of the Board, but the HOS
will serve in an advisory ex-officio role in relation to the Board at its request and in its sole
discretion. None of the Board's voting power will be vested in K12 or its directors, trustees,
members, managers, officers, Shareholders, or employees, and none of the voting power of
K12's board of directors or Shareholders of K12 will be vested in the Board or its directors,
trustees, members, managers, officers, Shareholders, or employees. Each Party agrees that it
will not take any action that would cause the Board and K12 to be members of the same control
group, as defined in Section 1.150 et seq. of the regulations under the IRC, or related persons,
as defined in Section 144(a)(3) of the IRC. The Board agrees to take such action as is necessary
to permit employees or agents of K12 to attend executive sessions when the Board determines, at
the Board's sole discretion, that such attendance is necessary and in keeping with the Board’s
duties and not reasonably likely to cause waiver of any attorney-client or other privilege or
confidentiality otherwise applicable to executive sessions.

11. OTHER SCHOOLS.

The Parties acknowledge that K12 and its Affiliates will have the right to render
similar services to other persons or entities including other public or private schools or
institutions within and outside of the State ("Other Schools"). K12 will maintain separate
accounts for reimbursable expenses incurred on behalf of the School and Other Schools, if any.
All grants or donations received by School, or by K12 for the specific benefit of School, will be
maintained in separate accounts and used solely for the Program. The Parties acknowledge
further that K12 and its Affiliates rendered services, prior to the Effective Date of this
Agreement, to the school identified in the Georgia Department of Education records as
“Georgia Cyber Academy (Program of Odyssey School)” that is a separate entity and
unrelated under Georgia law to the School, that serves grades k-12, and that is governed by a
board separate and distinct from the School’s governing Board. K12 will maintain the School
and “Georgia Cyber Academy (Program of Odyssey School)” entirely separately and without
intermingling the two schools’ funding, accounts, policies, or records (to the extent possible)
of any kind.

12 TERMINATION EVENTS.

121  Termination for Cause. The Parties will use good faith efforts to resolve
all disputes relating to this Agreement as set forth in Section 22; however, either Party may
terminate this Agreement at any time with ninety (90) days' prior written notice to the other Party
for cause. Termination for cause will mean the breach of any material term or failure to fulfill
any material condition, term, provision, representation, warranty, covenant or obligation
contained in this Agreement, and a failure to cure such a breach within forty-five (45) days after
receiving written notification from the terminating Party. Upon termination of this Agreement,
the non-breaching Party shall be entitled to seek any remedies for which it would be entitled at
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law or in equity.

122  Termination for Material Reduction in Program Revenue. K12 may
terminate this Agreement in the event there is a material reduction in Program Revenue of
more than 10 percent below the amount for the prior Fiscal Year that will materially increase the
financial risk to K12 in providing the Educational Products and Support Services. K12 will
notify the Board of its intent to terminate under this provision and provide the Board ninety (90)
days notice so that the Parties may work together to find alternative funding or other means to
offset the reduction in Program Revenue. If the Parties are unable to find additional revenue or
other means in that ninety (90) day time-frame, K12 may terminate this Agreement and such
termination will be effective: (i) immediately upon written notice by K12 to the Board, if notice
or publication of such reduction is given at least ninety days (90) prior to the commencement of
the school year to which such reduction is applicable; or (ii) at the end of the school year upon
written notice to the Board if notice or publication of such reduction is given during the school
year to which such reduction is applicable. In the event K12 elects not to terminate this
Agreement in accordance with this provision, K12 may in good faith reasonably revise and
determine the level of products and services to be provided in accordance with Applicable
Law, considering any such funding reduction.

123 Termination upon Loss of Program Approval or Charter. This Agreement
may be terminated immediately by either Party upon written notice to the other Party: (i) if the
Authorizer provides written notice that it has terminated, revoked, or non-renewed the Charter,
or (iii) upon a final adverse determination by the highest court in the State that the Program is no
longer valid under Applicable Law. K12 acknowledges that, in the unlikely event that the
highest Court of the State takes action that causes the Charter to terminate or dissolve, the
Schoot will lack the authority and the ability to fulfill this Agreement and that its failure to fulfill
its obligations under this Agreement in those circumstances will not constitute a breach of this
Agreement.

124 Termination in the Event of Certain Changes in the Charter or School
Policies. K12 may terminate this Agreement effective upon 90 days prior written notice to the
School ’s governing board in the event that the Charter is amended or the Board or Authorizer
adopts or amends a policy without the prior written approval of K12, and the effect of such
amendment or policy could reasonably be determined to require K12 to increase materially the
level of services required to be provided hereunder or to increase materially the financial risk to
K12 arising from its performance of its obligations hereunder, thus rendering K12's performance
economically unviable as determined in good faith by K12. In the event the Board or Authorizer
adopts such an adverse policy while a school year is in process, K12 agrees to use its best efforts
to complete the then current school year without waiving any rights and remedies hereunder.

125 Change in Applicable Law. If any change in Applicable Law enacted after
the Effective Date could reasonably be expected to have a material adverse effect on the ability
of either Party to carry out its obligations under this Agreement, such Party, upon written notice
to the other Party (which notice may be given at any time following enactment of such change
in Applicable Law, whether or not such change is effective on the date of such enactment or is
effective at a later date), may request renegotiation of this Agreement. Such renegotiation will be
undertaken in good faith. If the Parties are unable to renegotiate and agree upon revised terms
within one hundred twenty (120) days after such notice of renegotiation, then this Agreement
will be terminated effective at the end of the school year in which such notice was given, unless
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earlier termination is necessary to protect the health, welfare, or safety of students.
13. TERMINATION EFFECTS.

131  Payments Due. Except as otherwise agreed by the Parties in writing,
termination does not relieve the School of any obligations for payments due to K12 as of the
date of termination. The School will owe K12 for products and services delivered through the
date of termination but K12 will not be entitled to accelerate any payments that would be due
under the Agreement but for termination, and the School will not be obligated pay any
such payments.

132  Balanced Budget Credits Outstanding. In the event this Agreement
expires or is terminated pursuant to Section 12, the School will fully exhaust its Net Assets in
order to reimburse K12 for balanced budget credits outstanding up the amount of Net Assets
available. If any Balanced Budget Credits remain after the Net Assets are fully exhausted, K12
will forgive the remaining Balanced Budget Credits.

133  Property. Upon termination or expiration of this Agreement, K12 will
have the right to remove its equipment and all other property that may be in the School's
possession. In contrast, the School will retain possession of equipment and other property that
the School owns or leases from third parties.

134  Transition. For a fee acceptable to K12 and the School’s governing Board
and upon terms and conditions set forth in writing and signed by the Parties, K12 will assist the
School for a period not to exceed 120 days following the effective date of termination of this
Agreement, with the School's transition to another educational program or administrative
services arrangement, to the extent that such transition is permitted by this Agreement.

135 Fees Owed. In the event this Agreement terminates as provided herein,
or it expires pursuant to its terms, and unless otherwise agreed by the Parties in writing, the
School will pay for all products and services actually rendered to it through the end of the then
current Fiscal Year, including any fees due to K12 in accordance with the terms of this
Agreement. Provided however, that if termination occurs prior to the end of the then current
Fiscal Year, the payment of all such products, services and fees due K12 will be determined
on an accrual basis in accordance with GAAP per the schools audited financial statement .

14. INTELLECTUAL PROPERTY RIGHTS.

14.1.  Authority to Sublicense. The School acknowledges and agrees that K12
has the right to sublicense from its Affiliates to the School certain intellectual property rights and
interests in and to K12 and its Affiliate's (and respective licensor's) intellectual property,
including but not limited to curriculum, trade secrets, know-how, proprietary data, documents
and written materials in any format, artwork, graphics, charts, software, licenses, marketing
materials, website design and domain numbers and names for K12, its Affiliates and the
Program, the Program name and website design(s) and other materials created for the Program,
and curricular materials and any and all customization and derivative works thereof (collectively,
"K12 Proprietary Materials"). The School further acknowledges and agrees that: (i) it has no
intellectual property interest or claims in the K12 Proprietary Materials or any customization and
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derivative works thereof or any other materials created for use in connection with the K12
Proprietary Materials, (ii) it has no right to use the K12 Proprietary Materials unless expressly
agreed to in writing by K12, and (iii) K12 and its Affiliates (and respective licensors as the case
may be) own all intellectual property rights in and to the K12 Proprietary Materials.

142 Sub-License of K12 Proprietary Materials. K12 hereby grants the School a royalty-free,
nonexclusive, non-transferable sub-license, during the Term and for a period of thirty (30) days
following the expiration or earlier termination of this Agreement, to use and distribute the K12
Proprietary Materials solely in connection with the Program operations as contemplated in this
Agreement. Notwithstanding the foregoing, the School will not: (i) modify or otherwise create,
or permit third parties to modify or otherwise create, derivative works from or using the K12
Proprietary Materials, (ii) sublicense any rights under this Agreement without the advance
written approval of K12, which approval may be withheld by K12 in its sole discretion, or (iii)
frame any website owned by K12. Upon the termination of such license, the School will cease
use of the K12 Proprietary Materials, and will return all KI2 Proprietary Materials to K12
promptly, including those in the possession of the Board, any teachers and School employees
participating in the Program, and students participating in the Program.

143. Rights of K12 in KI2 Proprietary Marks. The School acknowledges and agrees
that, as between the School and K12, K12 only has the right to sublicense certain intellectual
property rights and interests in and to K12 and its Affiliate's trademarks, service marks, and trade
names (including K12, K12 (& Design), trade names, trade dress, program name, and the logo names
and design(s) for the Program as well as those featured in Exhibit B (collectively, "K12 Proprietary
Marks"). The School further acknowledges and agrees that it has no intellectual property interest or
claims in the K12 Proprietary Marks or any customization and derivative works thereof or any other
materials created for use in connection with the K12 Proprietary Marks and has no right to use the K12
Proprietary Marks except in the limited capacity as set forth in Section 14.4 or unless expressly
agreed to in writing in advance by K12, which agreement K12 may withhold in its sole discretion.

144. Sub-License of K12 Proprietary Marks. K12 hereby grants the School a royalty-
free, non-exclusive, non-transferable sublicense, during the Term and for a period of thirty (30) days
following the expiration or earlier termination of this Agreement, to use the K12 Proprietary Marks
relating to the Program solely in connection with the operations of Program as contemplated in this
Agreement. Notwithstanding the foregoing, the School will not be permitted to sublicense any rights
under this Agreement without the advance written approval of K12, which approval may be withheld
by K12 in its sole discretion. Upon the termination of such license, the School will cease use of the
K12 Proprietary Marks.

14.5. Limitations on Use of K12 Proprietary Materials and K12 Proprietary Marks
by School. The School will use the K12 Proprietary Materials and the K12 Proprietary Marks only as
provided in this Agreement. Notwithstanding the foregoing license rights, the School also agrees not
to not alter, copy, disassemble, reverse engineer or modify the K12 Proprietary Materials and/or the
K12 Proprietary Marks in any way, nor will the School act or permit action in any way that would
impair the rights of K12 in them. The School's authorized use will not create any right, title, or interest in
or to the K12 Proprietary Materials or the K12 Proprietary Marks any customizations and derivative
works thereof or any other materials created for use in connection with the foregoing. K12 will have
the right to monitor the quality of the School's use of the K12 Proprietary Materials and the K12
Proprietary Marks, and the School will notify K12 promptly in writing of any known infringement
thereof and of any use of K12's Intellectual Property (including the K12 Proprietary Materials, and/or the

{00036289.DOC}20




K12 Proprietary Marks) by an unauthorized party, other than set forth or contemplated by this
Agreement, of which the School becomes aware. K.12 and the School agree to reasonably assist each
other in pursuing measures to prevent further use of K12's Intellectual Property by said unauthorized
party. Any references to or use of the K12 Proprietary Materials or the K12 Proprietary Marks by the
School will contain the appropriate trademark, copyright or other legal notice provided from time to
time by K12 and will be subject to additional trademark usage standards developed by K12 and
modified from time to time by K12 with advance notice in writing.

146. Publicity/Press Release. K12 may use the School's name and refer to the
School’s Program by name in a listing of new, representative or continuing schools in press
releases, on its website, or in other marketing materials or dissemination of non-disparaging
information. The Parties may agree to cooperate in joint marketing activities or in issuing a joint press
release at the request of either of them, subject to prior written consent and approval of the form and
substance of both the School and K12.

15. LIMITS ON LIABILITY AND DAMAGES.

15.1. Incidents and Maximum Liability. Each Party's maximum liability and
obligation to the other for any cause whatsoever, including any claim in contract or in tort,
relating to this Agreement will be limited to the extent of coverage in fact provided by insurers
under the liable Party's insurance, which is required under this Agreement, and the recovery
will be limited to the amount of actual direct damages paid by the insurer.

152. Specifically Excluded Damages. Neither Party will be liable for any
damages other than those provided for provided for in Section 15.1 of this Agreement. Neither
Party will be liable for any indirect, exemplary, punitive, special, incidental or consequential
damages including, without limitation, any lost savings, lost profits, lost sales, business
interruptions, delay damages, damages for third-party claims, or lost or destroyed data, even if
that Party has been advised of the possibility of such damages. Neither occasional short-term
interruptions of service or products, which are reasonable under comparable industry standards,
nor interruptions of service or products resulting from events or circumstances beyond K12's
reasonable control will be cause for any liability or claim against K12 under this Agreement, nor
will any such occasion render K12 in breach of this agreement.

16.  ASSIGNMENT.

Except as otherwise provided in this Agreement, neither Party may assign or
delegate any rights or obligations under this Agreement without the prior written consent of the
other Party. Except as prohibited by Applicable Law, K12 may assign all of its rights and
obligations under this Agreement to any Affiliate. K12 may delegate the performance of its
duties hereunder to any person or entity but K12 shall be responsible for the performance, in
accordance with the terms of this Agreement, of any services performed by its delegates.

17. INDEMNITY.

17.1 Indemnification. To the extent not prohibited by the Charter or Applicable
Law, each Party to this Agreement will, as the "Indemnifying Party," indemnify, defend, and hold
the other Party, as the "Indemnified Party," harmless from and against any and all claims,
demands, suits, or other forms of liability (including without limitation costs and reasonable
attorneys' fees) that may arise out of, or by reason of (a) the Indemnifying Party's breach of any
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expressed representation or warranty, covenant or other obligation set forth in this Agreement,
(b) the Indemnifying Party's noncompliance with any Applicable Law in connection with the
School's operations, but excluding any Claims that arise from conduct undertaken in accordance
with the Commission's or the School's instructions or written policies, except where such
instructions arise from and are in accordance with the specific advice or recommendations
provided by K12 (c) the Indemnifying Party's negligence, or (d) any action taken or not taken by
the Indemnifying Party with respect to this Agreement, that results in death, injury or loss to
person or property, except to the extent that such Claims arise out of actions or omissions of the
Indemnified Party. The Parties jointly may purchase general liability and property policies, or by
such other means achieve the indemnification required, as the parties agree. Nothing in this
subsection or elsewhere in this Agreement will preclude the School or the Board from asserting
or declining to assert a claim of governmental immunity.

172 Notice Requirement. The Indemnified Party must give written notice to the
Indemnifying Party of the existence of a threatened or asserted claim promptly after such
Indemnified Party first receives notice of the existence of the threatened or asserted Claim,
provided that such Indemnified Party will not be foreclosed from seeking indemnification
hereunder by any failure to provide such prompt notice except and only to the extent the
Indemnified Party actually incurs an incremental expense or otherwise has been materially
prejudiced as a result of the Indemnified Party's delay.

17.3 Defense and Settlement of Claims. The Indemnifying Party will
bear the cost of the Indemnified Party’s defense-of any such third-party action as
described above. The Indemnified Party will be represented by counsel of its choice who
will conduct the defense of such Claim. Except with the prior written consent of the
Indemnified Party, the Indemnifying Party will not consent to entry of any judgment or
enter into any settlement on behalf of the Indemnified Party. In the event that any
Indemnified Party seeking indemnification hereunder has been advised by its counsel that
the sueh-Indemnified Party and the Indemnifying Party mey-have available to it have the
same defenses and/or counterclaims available to them in response to the Claim, such that
there is no conflict of interest to prevent any one attorney or law firm from representing
the Indemnified Party and the Indemnifying Party with respect to the Claim, the
Indemnifying Party will have the right to take over and assume control over the defense
of such claim at the sole cost of the Indemnifying Party, provided that if such
Indemnifying-Party does so take over and assume control, such Indemnifying Party will
not settle such claim without the written consent of the Indemnified Party. In the event
that the Indemnifying Party does not accept the defense of any matter as above provided,
the Indemnified Party seeking indemnification hereunder will have the right to defend
against such Claim, provided that such Indemnified Party will not settle such Claim
without the written consent of the Indemnifying Party. In any event, any Indemnified
Party seeking indemnification hereunder and the Indemnifying Party will cooperate in the
defense of any claim subject to this Section 17.

18. INSURANCE COVERAGE.

18.1. Liability Coverage. Within thirty (30) days after the Effective Date of this
Agreement, each Party will initiate and will maintain for the Term of this Agreement, including
any extensions of the Term, and for a period of two (2) years after the expiration or termination
of this Agreement, comprehensive general liability insurance, including product liability,
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contractual liability (applicable to the indemnification obligations of the Parties set forth in
Section 17, and advertising injury insurance, with reputable and financially secure insurance
carriers for not less than $5,000,000 (combined single limit for bodily injury and property
damage per occurrence and in the aggregate). Each Party's insurance (excluding D&O and E&O
insurance) will include the other party and its Affiliates, trustees, directors, officers, employees,
contractors and agents as additional insureds. Such insurance will be written to cover claims
incurred, discovered, manifested, or made during or after the Term.

182. Evidence of Insurance. Each Party will furnish a certificate of insurance
evidencing such coverage within thirty (30) days after the Effective Date of this Agreement.
Thereafter, each Party will provide thirty (30) days' advance written notice to the other f any
cancellation or material adverse change to such insurance.

183. Workers' Compensation Insurance. Both Parties will initiate and maintain
workers' compensation insurance for its respective employees working at the School or for the
Program, as required by Applicable Law.

184. Cooperation. Each Party will comply with any information or reporting
requirements required by the other Party's insurer(s), to the extent reasonably practicable.

19. REPRESENTATIONS AND WARRANTIES.

19.1. Representations and Warranties of K12. K12 hereby represents and warrants
to the School:

19.1.1. Organization and Good Standing. K12 is a company duly organized,
validly existing, and in good standing under the laws of the State of Delaware and is a wholly owned
subsidiary of K12 Inc.

19.12. Power and Authority; Authorization; Binding and Enforceable
Agreement. K12 has full limited liability company power and authority to execute and deliver this
Agreement and to perform its obligations hereunder. This Agreement has been duly authorized and
executed by K12 and constitutes the valid and legally binding obligation of K12, enforceable against
K12 in accordance with its terms, except as such enforceability may be limited by bankruptcy,
insolvency, reorganization, moratorium, fraudulent conveyance, and other laws of general
applicability relating to or affecting creditors' rights and by general principles of equity.

19.1.3. Professional Services. K12 warrants that the Services will be
performed in an professional and workmanlike manner in accordance with commercially reasonable
industry standards and HQCS standards to the extent possible, and deliverables, if any, will materially
comply with the agreed upon functional specification set forth in the applicable Exhibit A, if used in
a manner consistent with the conditions for which it was designed. The foregoing warranties are in
lieu of all other warranties, express, implied, statutory or otherwise, INCLUDING, BUT NOT
LIMITED TO, ANY IMPLIED WARRANTIES OF MERCHANTABILITY OR FITNESS FOR
A PARTICULAR PURPOSE AND K12 AND ITS AFFILIATES MAKE NO GUARANTEES
AS TO THE RESULTS OR ACHIEVEMENTS OF THE STUDENTS. Without limiting the
foregoing, K12 makes no guarantees and will not be liable for non-accessibility of the K12 website, end-
user connection speed or connectivity problems regardless of the reason.

19.14. Non-Conformities. The foregoing warranties will not apply to defects
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or non-conformities: (a) resulting from software, hardware or interfacing not supplied by K.12, its
Affiliates or authorized contractors; (b) resulting from inadequate or improper maintenance,
modification or usage by the School, its employees or students; or (c) where there has been
improper site preparation or site environment maintenance by the School, its employees or students.
In addition, the foregoing warranty will not apply to requirements not expressly included in this
Agreement.

19.2. Representations and Warranties of the School. The School hereby represents
and warrants to K12:

192.1. Organization and Good Standing. The School is a non-profit
corporation duly organized, validly existing, and in good standing under the laws of Georgia.

1922. Power and Authority; Authorization; Binding and Enforceable
Agreement. The School represents that, no later than the Effective Date, it is legally authorized to
contract with a private entity for the provision of the products and services provided for in this
Agreement and that, as of such date, the School will have the authority necessary to operate as a
Commission charter school under Applicable Law. The Agreement has been duly authorized and
executed by the School and constitutes the valid and legally binding obligation of the School

19.2.3. Provision of Authority to K12. The School has provided and will
provide K12 with all authority and power necessary and proper for K12 to undertake its
responsibilities, duties, and obligations provided for in this Agreement.

1924. Effectiveness and Enforceability of the Charter. The School has
provided K12 a true and complete copy of the Charter and will promptly provide K12 any
amendments to the Charter that may take effect during the Term.

192.5. Certain Provisions of the Charter. The Charter will, when
approved, authorize the School to operate and receive the federal and state education funds
identified in this Agreement, as well as other revenues, and otherwise vests the School with all
powers necessary and desirable to carry out the Program and other activities contemplated in
this Agreement.

19.2.6 Renewal and Maintenance of the Charter. The School will use best
efforts to renew the Charter upon its expiration and to maintain it while it is in force.

19.3. Mutual Representations and Warranties.

19.3.1. Each Party warrants to the other that there are currently no pending
actions, claims, suits, or proceedings, to its knowledge, threatened against it, which if adversely
determined, would have a material adverse effect on its ability to perform its obligations under
this Agreement.

19.3.2. Each Party represents that its execution, delivery and performance
of this Agreement will not, to its knowledge, constitute or cause it to breach or commit default
under any other agreement, or other instrument to which it is a party or by which it or any of its
assets is bound.
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20.  OFFICIAL NOTICES.

All notices and other communications required by the terms of this Agreement
will be in writing and sent to the Parties hereto at the addresses set forth below (and such
addresses may be changed upon proper notice to such addressees). Notice may be given by: (i)
certified or registered mail, postage prepaid, return receipt requested, (ii) reputable overnight
earner, postage prepaid, (iii) facsimile (with confirmation of transmission by sender's facsimile
machine), or (iv) personal delivery (with written receipt confirming such delivery). Notice will
be deemed to have been given (i) two days after mailing as described in clauses (i) and (ii) of the
foregoing sentence, (ii) on the date of personal delivery or (iii) on the date of transmission of a
facsimile if on a business day during normal business hours (or, if not, the next succeeding
business day). Electronic mail does not constitute official notice under this Agreement. The
addresses of the Parties are:

For K12:

EVP of School Management & Services
K12 Inc.

2300 Corporate Park Drive,

Suite 200

Herndon, Virginia 20171

Fax: (703)483-7330

With Copy To:

General Counsel

K12 Inc.

2300 Corporate Park Drive, Suite 200
Herndon, Virginia 20171

Fax: (703) 483-7496

For School:

GCA Board Chair

Ryan Mahoney

Vice President of Public Policy
Georgia Chamber of Commerce

270 Peachtree Street NW, Suite 2200
Atlanta, Georgia 30303-1240

(404) 223-2489

With Copy To:

Alexa R. Ross

ROBBINS ROSS ALLOY BELINFANTE LITTLEFIELD LLC
999 Peachtree Street NE

Suite 1120

Atlanta GA 30309

Fax: 404.856.3250

aross@robbinsfirm.com
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21. NON-SOLICITATION/NON-HIRING

21.1. Non-Solicitation/Non-Hiring. Each Party agrees that during the Term of this
Agreement and for a period ending twelve (12) months after the expiration or termination of this
Agreement for any reason, unless mutually agreed to by the Parties in writing, it will not
directly solicit, recruit for employment, offer employment to, offer subcontracting opportunities
to, or otherwise employ or use the services of any consultant or employee of the other Party or
Affiliates if that consultant or employee or former consultant or employee has been assigned to
or worked under this Agreement.

21.2  Unpermitted Solicitation/Hiring Remedies. In the event of such
unpermitted solicitation or hiring, as described immediately above, by a Party of such consultant
or employee , in contravention of the clause immediately above, the other Party, at its option,
may file for injunction or other equitable relief in any court of its choosing, notwithstanding the
provisions of Section 22.2, but neither Party consents to jurisdiction in any court that otherwise
would not have subject-matter jurisdiction over the dispute and personal jurisdiction over the
defendant(s) or to any venue not otherwise proper and convenient , and neither Party waives its
right to object or defend on grounds of jurisdiction and/or venue and forum non-conveniens. The
Parties agree that any violation of the clause immediately above would result in loss which cannot
be reasonably or adequately compensated in damages in an action at law, and that a breach would
cause great and irreparable injury and damage. The Party seeking injunctive or other equitable
relief will not be required to post a bond.

21.3. Solicitation Exceptions. For the avoidance of doubt, newspaper,
periodical or Internet-based listings of employment opportunities by a Party shall not be
considered direct or indirect solicitation of an employee of the other Party; however, such Party
shall continue to be precluded from engaging or otherwise using a Party's employee, former
employee or consultant as provided for herein.

22.  DISPUTE RESOLUTION, VENUE AND GOVERNING LAW.

22.1. Dispute Resolution Procedure. The Parties agree that they will attempt in
good faith to settle any and all disputes arising in connection with this Agreement amicably in
the ordinary course of business. If a dispute is not resolved in the ordinary course of business the
aggrieved Party will submit its dispute in writing to the account manager or other managerial-
level employee of the other Party. If the dispute is not resolved after thirty (30) calendar days
from the receipt of such written notice, then the Parties will escalate the matter to the EVP of
School Management and Services for K12. If the dispute is not resolved after fourteen (14)
business days after that, then the Parties will escalate the effort to resolve to the chairperson of
the School’s governing board and the CEO for K12 who will have five business days to resolve
the matter. The dispute resolution procedures described herein will be deemed complete upon the
earlier to occur of the following: (i) the Parties mutually agree in writing to discontinue the
dispute resolution procedures; and (ii) the relevant dispute is not resolved within the time
periods provided under herein.

22. 2 Mediation and Arbitration. If the Parties are unable to resolve the dispute
pursuant to the Section immediately above, they will attempt in good faith to settle any and all
disputes through a process of mediation in the metro Atlanta, Georgia area under the supervision
of a mutually agreed upon mediator. In the event that mediation fails to settle such a dispute, the
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Parties hereby agree to proceed to final and binding arbitration in Fulton County, Georgia,
pursuant to the then existing rules of the American Arbitration Association. Except as may be
required by law, neither a Party nor an arbitrator may disclose the existence, content, or results
of any arbitration hereunder without the prior written consent of both Parties. Judgment upon the
award rendered may be entered by the federal or state courts located in the Northern District of
Georgia. Each Party will bear its own costs and expenses associated with the dispute resolution
procedures set forth in this Section 22.2, except that the Parties will share equally any fees
payable to a professional mediator and/or arbitrator. The cost will be treated as a Program
Expense and Program Revenues will be the sole source of funds from which the School will
pay its portion.

22.3  Injunctive Relief. Notwithstanding the foregoing dispute resolution
procedures, the School acknowledges that in the event it breaches any provision contained in the Section
entitled "Intellectual Property Rights", K12 may suffer irreparable harm in which the full extent of
damages may be impossible to ascertain and monetary damages may not be an adequate remedy.
As such, in its sole discretion, K12 may seek immediate judicial relief as available in law or equity,
and the initiation of any judicial proceeding will suspend the dispute resolution procedures set forth
above. K12 will be entitled to enforce this Agreement by an injunction or other equitable relief
without the necessity of posting bond or security, in addition to its right to seek monetary damages or
any other remedy. The decision by K12 not to seek judicial relief during the above described dispute
resolution procedures, will not create any inference regarding the presence or absence of
irreparable harm.

224 Jurisdiction and Venue. In the event any dispute is not resolved or
resolvable by the procedures set forth in Section 22.2, each Party: (a) irrevocably and
unconditionally consents and submits to the jurisdiction of the Superior Court of Fulton County,
Georgia and federal courts located in the Northern District of Georgia for purposes of any action, suit
or proceeding arising out of or relating to this Agreement and irrevocably and unconditionally waives
any objection to the laying of venue of any action, suit or proceeding arising out of or relating to this
agreement in such courts and agrees not to plead or claim forum non conveniens; (b) agrees that service
of any process, summons, notice or document by U.S. registered mail to the address set forth above
for each Party will be effective service of process for any such action, suit or proceeding brought
against such Party;

22.5 Governing Law. Georgia law will govern this Agreement, its construction,
and the determination of any rights, duties, and remedies of the Parties arising out of or relating to this
Agreement.

23,  MISCELLANEOUS.

23.1. Coordination: Exercise of Approval or Consent Rights.

23.1.1. Coordination and Consultation. The Parties will coordinate the
performance of their respective activities hereunder and will establish such procedures as they will
mutually agree to be effective for achieving the purposes of this Agreement and allowing each of
them to perform its obligations and exercise its rights under this Agreement. Without limiting the
generality of the foregoing, K12's legal counsel and the School's legal counsel will consult from time
to time with respect to the requirements of Applicable Law, the Charter, and the School's and the
Authorizer’s policies as they relate to the Program's operations.

23.1.2. Approval or Consent Rights. In performing services and its other
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obligations under this Agreement, or in exercising its rights under this Agreement, including granting
or withholding any consents or approvals or making any requests of the other Party, each Party must
act reasonably (including as to the timing of its actions) except to the extent that this Agreement
provides that it may act as it determines "in its sole judgment" or "its sole discretion," or words to that
effect, in the applicable provision. Whenever it is provided in this Agreement that the Parties will or may
agree as to a certain matter, each Party will have the right to agree or disagree in its sole discretion
following good faith discussions.

23.2.  Force Majeure. Notwithstanding any other sections of this Agreement, no Party
will be liable for any delay in performance or inability to perform (except for payments due hereunder)
due to acts of God or due to war, riot, terrorism, civil war, embargo, fire, flood, explosion, sabotage,
accident, labor strike, Internet outage or other acts beyond its reasonable control and unrelated to its
fault or negligence.

23.3. Entire Agreement. This Agreement including its attachments hereto
constitutes the entire agreement of the Parties with respect to the subject matter hereof, and supersedes
all previous and contemporaneous oral and written negotiations, commitments, agreements, warranties,
representations and understandings. This Agreement will not be altered, amended, modified, or
supplemented except in a written document executed by the Parties.

23.4. Counterparts, Facsimile Transmissions. This Agreement may be executed in
counterparts, each of which will be deemed an original, but both of which will constitute one and the
same instrument. Each Party may rely on facsimile signature pages as if such facsimile pages were
originals.

23.5. License Audit. In the event that K12 has reasonable cause to believe that the
School has used the Educational Products in excess of the license rights granted herein, K12 may,
Upon forty-five (45) days’ written notice, K12 may audit the Program's use of the Educational
Products and the School agrees to cooperate and provide reasonable assistance with such audit. The
School agrees to pay within thirty (30) days of written notification any fees applicable to the School's
use of the Educational Products in excess of the license rights granted herein from the Program
Revenues or, K12 may revoke the related technical support and license(s).

23.6. Amendment. This Agreement will not be altered, amended, modified, or
supplemented except in a written document executed by the Parties.

23.7. Waiver. No waiver of any provision of this Agreement will be effective
unless in writing, nor will such waiver constitute a waiver of any other provision of this
Agreement, nor will such waiver constitute a continuing waiver unless otherwise expressly stated.

23.8. Interpretation. The Parties hereto acknowledge and agree that the terms and
provisions of this Agreement, will be construed fairly as to all Parties hereto and not in favor of or
against a Party, regardless of which Party was generally responsible for the preparation of this
Agreement. The provisions of this Agreement are intended to be consistent with Charter. Should
an unforeseen situation arise in which the controlling provisions(s) of this Agreement prove
ambiguous or unclear, the parties will interpret and apply the controlling provision(s) in a manner
consistent with the Charter.

23.9. Severability. In the event any term, provision or restriction is held to be illegal,
invalid or unenforceable in any respect, such finding will in no way affect the legality, validity or
enforceability of all other provisions of this Agreement.
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23.11. Successors and-Assigns. This Agreement will be binding upon, and inure to
the benefit of, the Parties and their respective successors and permitted assigns. No Third-Party Rights.
This Agreement is made for the sole benefit of the School and K12 and their respective
successors and permitted assigns. Except as set forth in Sections 14 and 17 and except for each
Affiliate of K12, which will be a third party beneficiary of this Agreement, nothing in this
Agreement will create or be deemed to create a relationship between the Parties to this
Agreement, or any of them, and any third person, including a relationship in the nature of a
third-party beneficiary or fiduciary.

23.12. Survival of Termination. All representations, warranties, and indemnities
expressly made in this Agreement will survive termination of this Agreement.

23.13. Headings and Captions. The headings and captions appearing in this
Agreement have been included only for convenience and will not affect or be taken into account in
the interpretation of this Agreement.

IN WITNESS WHEREOF the Parties have entered into this Agreement as of the
date set forth below.

For and on behalf of For and on behalf of
Georgia Cyber Academy Inc. K12 Virtual Schools LLC
Signed: Signed:

Name: Name:

Position: Position:

Date: Date:
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EXHIBIT A
Products and Services

L Educational Products, Pupil Recruiting and Product Related Services:

During the Term, K12 and its Affiliates will provide or cause to be provided to the School, its
Students and its personnel the following Educational Products and related services in
accordance with the fees published on the Product Price List provided to the Board:

1. Online School: For each school year during the Term, K12 will provide a license for and
access to: (i) K12® Curriculum and associated learning management system for grades K
through 12, in each case in Language Arts, Math, Science and History in addition to electives
per the K12 course catalogue; and (ii) any third party curriculum which K12 generally offers
its Schools, in each case for such courses required by Applicable Law.

2. Instructional Tools. Such instructional tools and supplies, including without limitation
textbooks and multi-media teaching tools, as K12 determines in its discretion to be necessary
to deliver the Educational Program.

3. Product Related Services. Pupil Recruitment and related services are included in the cost
of the curriculum and materials in the product Price List:

a.  Additional Instructional Support. K12 will make available the necessary
instructional support and teachers as mutually agreed upon in accordance with the
Product Price List as the Program may require for the Educational Products and related
offerings.

b.  Pupil Recruitment. Recruitment of students in K12’s discretion, including creation,
design and preparation of recruitment materials and advertisements; assist with demand
creation for the Program and its information sessions and other events via mail, e-mail,
newspapers, magazines, journals, radio, television, community forums, town hall
meetings, and other forms of communication and outreach on School’s behalf; develop
community outreach strategy and connect with local organizations. Design School
recruitment materials, letterhead, business cards, and logos to create school identity.
Develop, design, publish, and maintain the Program’s interactive website.

c. Family Services. Plan and arrange school orientation sessions; represent the
Program at conferences and other events. Field and respond to incoming calls, letters,
faxes, and e-mails about the Program, its curriculum, the application/enrollment process,
instructional materials, etc. Conduct focus groups, surveys, interviews, observation
sessions, and/or user testing on the learning management system to obtain feedback on
how to improve the Program and curriculum, as appropriate. Create “feedback buttons”
on lessons so that Students, their parents, and teachers may submit comments and
suggestions; respond to suggestions and implement improvements where K12 deems
them to be valuable. Conduct exit interviews with those Program students and their
parents who withdraw in order to learn more about how to improve the Program for
students. Create and distribute a parent manual and/or student handbook which includes
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a starting kit for logging onto the learning management system. Assist with the design
and implementation of parent orientation sessions.

d. Balanced Budget Provision. In consideration for the opportunity to provide School
with the services and products set forth in this Agreement, the Parties agree that the
Program will not end a Fiscal Year in a Negative Net Asset Position in accordance with
Section 4 of the Agreement.

e. Computers for Full Time Students (see Section 4.12.7) For Full Time Students
(unless otherwise agreed to in writing by the Parties), such computers, monitors,
software and other hardware as K12 determines in its discretion to be necessary to
deliver the Program unless such students opt out of such offering. Computers may be
provided upon request to Full Time Students who qualify for a Free and Reduced Lunch
under the National School Lunch Program (limited to one per student, consistent with
approved School policies. Computers and printers shall be returned to K12 upon a
Student’s withdrawal or upon expiration or termination of this Agreement. If computers
are not returned the School will be charged at the then replacement value of such
equipment.

f.  High School Services: As requested and as available, K12 can offers the following
for High School students:

i. Social Networking - Access to a monitored, private, virtual social community
for students, parents and teachers to communicate and connect. Students
benefit from exchanging ideas and information with students around the world
using the K12 program and gaining a sense of connectedness within the
boundaries of a contained but global community. Each K12 sponsored school
will also have its own sub-community to generate school pride as well as
provide its own content and clubs, a school calendar, announcements, and
information on upcoming activities and outings.

ii. Counseling Tools — Web-based counseling tool(s) to support college, career
planning and exploration. Specifically the tool(s) may include:

1. Counselor's Office — Web-based system allows college and career
counselors to collect and organize detailed information about students’ post-
secondary plans;

2. Course Manager — Fully automated system to help students choose the
courses they’ll need to achieve their post-secondary goals;

3. Family Connection — Provides students and families access to age/grade-
appropriate resources for course, college, and career planning. Counselors
can build multi-year course plans, conduct targeted college searches,
research scholarships, etc.;

4. Career Planner — Integrated so students and parents can see how career
decisions relate to course and college planning activities, and counselors can
guide and track student progress.
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4. Support Services

a. Teacher Effectiveness and Training (two percent (2%) of Program Revenues).
Develop new teacher training and ongoing professional development for teachers,
including Virtual National Teacher Training (VNTT), the initial training offered by the
K12 Teacher Effectiveness Division to all teachers new to teaching at a virtual
program using the K12 program. Develop and maintain the K12 Teacher Handbook, a
resource guide with more than 200 pages of relevant information for teachers. Host the
Teacher Support Website, an online community where teachers can interact with the
K12 Teacher Effectiveness Division and other teachers from across the country to
share resources and expertise. Host the Teacher Help Desk, a drop-in resource for
teachers to receive real-time assistance from the K12 Teacher Effectiveness Division,
open via phone, Elluminate drop-in, and email to teachers forty hours each week. Host
ongoing teacher professional development sessions throughout the school year for new
and returning teachers on topics related to teacher effectiveness in a virtual
environment. Develop and deliver Online Synchronous Instructor training, which
certifies teachers as effective instructors using Elluminate, the virtual classroom tool
used by K12 Virtual Academies for real-time virtual instruction with students.

b. Enrollment and Admissions (two percent (2%) of Program Revenues). Implementation
of the Program’s admissions policy, including management of the application and
enrollment process; creation, design and publication of Program’s applications and
enrollment packages; and communicating with potential students and their families and
assisting families through the enrollment process; conduct random lottery if required.

c. Customer Care (two percent (2%) of Program Revenues). K12 will provide or cause to
be provided to the School the design, implementation and maintenance of a customer
care program to include training school staff, parents, learning coaches, and students as
appropriate and necessary on technology systems, providing telephone and other
support for the program, administration in troubleshooting system errors, and telephone
support for students and supporting teachers and school care associates in answering
technology-related questions. K12 will provide school care and support services on the
learning management system, computer and software issues.

d. Compliance Reporting (one percent (1%) of Program Revenues). During the Term,
K12 will provide or cause to be provided to the School, a compliance program with
respect to Applicable Laws. K12 will generate reports on pupil academic performance,
attendance and progress as may be required by Applicable Laws. K12 will assist the
School with audits related to attendance and other topics involving compliance issues.

Il.  Technology Platform and Support Services: During the Term, K12 and its Affiliates will
provide or cause to be provided to School the technology services (the “Technology Platform and
Support Services”) described below. K12 will provide the Technology Platform and Support Services
at School’s Facility (defined below) and from K12’s offices, as deemed necessary and in K12’s
discretion.

24-7 monitoring of production services, i.e., SAMS and the on-line learning management system;
Monitor and analyze system data, to fix production issues as they may arise;

Generate reports on pupil academic performance, attendance and progress;

Seek and secure competitive pricing and centralized purchase discounts for computers, monitors,
printers, software and other peripherals for the Charter School;

B
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5. Train school staff, and parents and students, as deemed appropriate and necessary, on technology

systems;

Develop, design, publish, and maintain the Program’s interactive website;

Install and maintain the Program’s computer network;

Generate reports e.g., omnibus report, demographic reports, etc.;

Develop community tools on the school’s website and K12 platform (including password

protected threaded discussion and message boards, moderation functionality, directories, etc.);

10. Determine hardware configurations (including software and operating systems) for the school’s
technology needs;

11.  Provide onsite and telephone support for the Program administration in troubleshooting system
errors, and telephone support for students;

12. Propose for the School adoption policies and procedures regarding the responsible use of
computer equipment and other school property;

13.  Support teachers and School care associates in answering technology-related questions from
students, parents, teachers, and administrators;

14. Install software to generate master image of computer configurations for teachers, administrators,
and students in order to standardize the user experience and lower costs and turn-around time for
implementation and troubleshooting;

15. Ensure electronic security of student records (through the use of encryption, firewalls, etc.);

16. Provide a Web-filtering device to ensure that students do not have access to inappropriate
materials on the Internet;

17.  Prepare for, supervise, and implement all system roll-overs at the end of each academic year;

18.  Assist with local, state, and federal reporting requirements;

19.  Assist the school for audits related to attendance and other subjects;

20. Design and implement inventory management systems with the school’s distribution and
hardware vendors, as well as reclamation programs, as needed;

21. Support and design the Program’s accounting system;

22. Provide online enrollment, registration and placement services;

23. Provide school email accounts for school employees;

24. Provide School care and technology support services on the learning management system,
computer and software issues;

25.  Oversee changes to the Program website to maintain quality assurance and make sure that there
are not “version control” problems;

26. Coordinate security, creative, and content issues pertaining to the website;

27. Coordinate Web hosting contracts and relationships with vendors across the State as needed;

28. Handle troubleshooting issues for the school’s website and send issues to the appropriate person
or division for resolution; and

29. Additional Technology Services in K12’s discretion and any other services as agreed to in
writing by the Parties from time to time.

© %0 N o

III. Management Services: During the Term, K12 and its Affiliates will provide or cause to be
provided to School the management services (the “Management Services™) set forth below. K12 will
provide the Management Services at School’s Facility and from K 12’s offices in Herndon, Virginia and
elsewhere, as deemed necessary in K 12’s discretion.

1.  Educational Program Consulting. Propose educational goals, curriculum, methods of
pupil assessment, admissions policy, student recruitment policy, school calendar, school day
schedule, and age and grade range of pupils to be enrolled in the Program. KI2’s
recommendations for the Program will be consistent with Applicable Law and the Charter.

2. Personnel Assistance. Assistance with the supervision of all personnel providing Educational
Products and Support Services, Technology Platform and Support Services, and Management Services.
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Management of all Program employees including recruiting; hiring recommendations;
reference, certification and background checks (excluding performing payroll functions or
securing of payroll services; negotiation, securing and management of health, retirement and
other benefits which will be the School’s responsibility). Work with School to develop human
resources policies, bonus plans, and strategic plans for staffing, development, and growth.
Provide teacher performance evaluation models to School and advise School on effective ways
to measure teacher performance in a virtual setting.

3. Facility Management. Identify location of School’s Facility, assist with negotiation of
lease and leasehold improvements and help manage Facility. The performance of K12’s
Educational Support and Administrative Services will be based out of this Facility, with
support from K12’s corporate location in Virginia and or other locations as necessary. The
Facility will also serve as the principal office for all of School’s personnel assigned to the
Program.

4. Business Administration. Administration of all business aspects and day-to-day
management of the Program. These services will include:

a. Consultation, and services as liaison for School with the Sponsor, and other
governmental offices and agencies;

b.  Consultation and advice regarding special education programs, processes, support
services and reimbursements;

c.  Consistent with other provisions of the Agreement, provide school administrative
staff as appropriate;

d.  Work with School’s counsel, if any, on legal matters affecting the Program;

e. Preparation of forms, operations manuals, handbooks, guides, and policies and
procedures as necessary or required by the Charter or Sponsor;

f.  Consultation with respect to, and monitoring and oversight of, state reporting
systems,

g. Assist School in identifying and applying for grants and other funding
opportunities;

h.  Assist with the administration of federal entitlement programs (e.g., Title I,
L.LD.E.A));

i.  Arrange contracts with school districts, education services centers, and professional
service providers for special education, testing and other support services on School’s
behalf;

j.  Establish and implement policies and procedures to maintain proper internal
controls; and

k.  Provision of such other administrative and consulting services as agreed in writing
by the Parties from time to time.
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5.

Budgeting and Financial Reporting.

a. Preparation of a proposed annual budget for the Program, including projected
revenues, expenses and capital expenditures. The Parties agree that the last budget
approved by School and agreed to by K12 prior to the effective date of this Agreement
will serve as the approved annual budget of the Program for the first Fiscal Year. The
proposed budget for subsequent years will be submitted by K12 to School on or before
May 15" preceding the start of the applicable school year covered by such proposed
budget. On or about October 31 of each school year during the Term, K12 will submit to
School any proposed modifications to the annual budget for that school year to take into
account the actual student enrollment for such school year and other changes in key
assumptions. K12 will also submit to School from time to time any other proposed
modifications to the annual budget as K12 will deem to be necessary or desirable, to be
acted upon by School consistent with Applicable Law and this Agreement.

b. As practical and as possible, provide to School on a periodic basis, detailed
statements of all revenues received, from whatever source by the Program, and detailed
statements of all direct expenditures for services rendered to the Program.

c. Provide to School all financial reports required under Applicable Law and by
the Sponsor.

d. Subject to any confidentiality obligations imposed on K12 by third parties,
provide to School such other information either required by the Sponsor to be made
available to School or the Sponsor requested by School, in each case within a reasonable
time following such written request therefore, and in all cases consistent with Applicable
Law.

e. To the extent applicable, assist in the preparation of required non-profit filings,
including form 990 tax returns. Notwithstanding the foregoing, K12 will not be
responsible for filing School’s form 1023, but will work with School’s counsel and/or
accountant to prepare the application for tax-exempt status, as necessary.

Financial Management.

a. In accordance with School’s expenditure authorization policy, K12 will, within
commercially reasonable periods of time or as required by any agreement governing
same, make payment for all Program Expenses, out of the Program funds managed by
K12.

b.  As required by Applicable Law, all Program Revenues and other funds belonging
to the School will be maintained in an account(s) belonging to the School, over which the
chair of the School’s governing board (or the board member designated by the chair) will
have sole authority to approve expenditure, transfer, and all other uses of such funds.
The School will designate one or more representatives of K12 who will have signature
authority over the account(s) by providing K12 and the financial institution holding the
account(s) with a writing signed by the chair of the School’s governing board that
identifies the K12 representative(s) by name and title. . The School will immediately
transfer to such account(s) all funds received by the Program from any source, including
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but not limited to per pupil payments or reimbursements received from the local school
district, state, federal and/or any other source, as well as any and all contributions
received by the Program.

c. Perform necessary planning, forecasting, accounting and reporting functions as
appropriate.

d.  Assist and coordinate in any third-party audit(s) of the Program.

7. Maintenance of Financial and Student Records.

a. K12 will maintain and keep the records and books of the Program at the Facility.
K12 may maintain electronic or paper copies of records and provide other services
elsewhere, unless prohibited by Applicable Law. The School recognizes and agrees that
for purposes of the Family Educational Rights and Privacy Act and the State open
records act, K12 has a legitimate educational interest for purposes of School disclosing to
K12 the Program student’s educational records.

b. K12 will maintain accurate financial records pertaining to the operation of the
Program and will retain all such records for a period of seven (7) years (or longer if
required by Applicable Law) from the close of the Fiscal Year to which such books,
accounts, and records relate.

c. K12 will maintain accurate student records pertaining to students enrolled in the
Program in the manner required by Applicable Law, and retain such records on behalf of
School at the Facility until this Agreement is terminated, at which time such records will
be retained by and become the sole responsibility of School.

d.  Ensure accessibility of Program records to School, its independent auditor and the
State for completion of audits required by Applicable Law. The Parties understand that
all financial, educational and other records, regardless of source of origin, are the
property of School. The Parties agree to maintain, retain, disclose, and withhold Program
records as may be required and in the manner required by Applicable Law.

8. Student Discipline. Provide necessary information and cooperate with School on the
handling of all student disciplinary matters, including without limitation attendance and
truancy matters. K12 will recommend policy and procedures for School adoption consistent
with Applicable Law.

9. Annual Reports to Sponsor. Assist School with the creation, design, and arrangement
for publication and dissemination of an annual report regarding the Program

10.  Sponsor Policies and Charter Renewal. Assist School in complying with all applicable
Sponsor policies as reasonably interpreted to apply to the Program. Assist School with
drafting the Programs Charter renewal application, including working with School to develop
any necessary budgetary and curriculum information. Present and defend School’s Charter
renewal application before the Sponsor/Agency.
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11.  Instructional Property Management. Prepare and submit to School proposed policies
and procedures regarding the responsible use of computer equipment and other instructional
property. Arrange for the distribution and re-shipment or return (as necessary) of computers,
printers and instructional materials for families, administrators, and teachers.

12.  Public and Governmental Relations. Conduct public and governmental relations on the
behalf of the Program with the community, the media and relevant governmental offices and
agencies, including drafting and distribution of Program press releases.

13.  Additional Administrative Services. Any other services as agreed to in writing by the
Parties from time to time.
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The Performance Audit Division was established in 1971 to conduct in-depth reviews of state-funded programs.
Our reviews determine if programs are meeting goals and objectives; measure program results and effectiveness;
identify alternate methods to meet goals; evaluate efficiency of resource allocation; assess compliance with laws
and regulations; and provide credible management information to decision makers. For more information, contact
us at (404)656-2180 or visit our website at www.audits.ga.gov.



http://www.audits.ga.gov/



