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ABILL TOBEENTITLED
AN ACT TO MAKE BASE BUDGET APPROPRIATIONS FOR CURRENT OPERATIONS
OF STATE DEPARTMENTS, INSTITUTIONS, AND AGENCIES, AND FOR OTHER
PURPOSES.
The General Assembly of North Carolina enacts:

PART I. INTRODUCTION AND TITLE OF ACT

TITLE OF ACT
SECTION 1.1. This act shall be known as the "Current Operations and Capital
Improvements Appropriations Act of 2017."

INTRODUCTION

SECTION 1.2. The appropriations made in this act are for maximum amounts
necessary to provide the services and accomplish the purposes described in the budget in
accordance with the State Budget Act. Savings shall be effected where the total amounts
appropriated are not required to perform these services and accomplish these purposes, and the
savings shall revert to the appropriate fund at the end of each fiscal year, except as otherwise
provided by law.

PART Il. CURRENT OPERATIONS AND EXPANSION/GENERAL FUND
CURRENT OPERATIONS AND EXPANSION/GENERAL FUND
SECTION 2.1. Appropriations from the General Fund of the State for the

maintenance of the State departments, institutions, and agencies, and for other purposes as
enumerated, are made for the fiscal biennium ending June 30, 2019, according to the following

schedule:
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Current Operations — General Fund
EDUCATION

Community Colleges System Office
Department of Public Instruction

Appalachian State University
East Carolina University
Academic Affairs
Health Affairs
Elizabeth City State University
Fayetteville State University
NC A&T State University
NC Central University
NC State University
Academic Affairs
Agricultural Extension
Agricultural Research
UNC-Asheville
UNC-Chapel Hill
Academic Affairs
Health Affairs
AHEC
UNC-Charlotte
UNC-Greensboro
UNC-Pembroke
UNC-School of the Arts
UNC-Wilmington
Western Carolina University
Winston-Salem State University
General Administration
University Institutional Programs
Related Educational Programs
NC School of Science & Math
Aid to Private Institutions

Total University of North Carolina — Board of Governors

HEALTH AND HUMAN SERVICES

Department of Health and Human Services

Central Management and Support
Division of Aging & Adult Services

Division of Blind Services/Deaf/Hard of Hearing
Division of Child Development & Early Education

Division of Health Service Regulation
Division of Medical Assistance

Division of Mental Health, Developmental
Disabilities, & Substance Abuse Services
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FY 2017-2018 FY 2018-2019

1,124,926,730 1,161,099,369

8,980,689,065 9,257,060,082
134,672,993 134,672,993
214,598,809 214,598,809
74,210,941 74,210,941
31,964,712 31,154,712
52,116,162 52,116,162
92,203,482 92,203,482
83,243,559 83,243,559
410,148,050 407,648,050
39,745,231 39,745,231
52,636,905 52,636,905
38,750,625 38,750,625
251,309,119 251,309,119
186,665,032 186,665,032
48,783,693 48,783,693
226,376,692 226,376,692
150,156,774 150,156,774
53,711,549 53,715,428
30,424,499 30,424,499
120,327,946 120,327,946
89,729,461 89,730,641
64,717,512 64,717,512
42,172,369 42,172,369
116,563,338 252,290,431
108,468,501 109,968,501
20,958,012 20,959,212
154,799,754 166,799,754
2,889,455,720 3,035,379,072
113,217,166 121,773,593
45,068,961 45,131,130
8,374,825 8,484,659
272,271,774 281,326,777
18,407,670 19,255,924
3,678,948,565 3,794,373,052
708,275,316 753,304,347

Senate Bill 257-Seventh Edition
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NC Health Choice

Division of Health Benefits

Division of Public Health

Division of Social Services

Division of Vocational Rehabilitation
Total Health and Human Services

459,272
9,666,437
160,468,198
199,591,835
38,560,702
5,253,310,721

AGRICULTURAL, NATURAL, AND ECONOMIC RESOURCES

Department of Agriculture and Consumer Services
Department of Commerce
Commerce
Commerce State-Aid
Wildlife Resources Commission
Department of Environmental Quality
Department of Labor
Department of Natural and Cultural Resources
Department of Natural and Cultural
Resources — Roanoke Island
JUSTICE AND PUBLIC SAFETY
Department of Public Safety
Judicial Department
Judicial Department — Indigent Defense
Department of Justice
GENERAL GOVERNMENT
Department of Administration
Office of Administrative Hearings
Office of State Auditor
Office of State Controller
State Board of Elections

General Assembly

Office of the Governor
Office of the Governor

Senate Bill 257-Seventh Edition

123,243,209
138,102,626
19,155,810
10,570,985
79,078,233
17,343,241
184,306,935

555,571

1,990,818,159
526,315,948
121,885,761

56,739,412

62,534,822
5,830,759
13,768,108
20,741,775
6,537,226

64,932,281

5,857,833

396,901
9,730,893
157,489,155
203,807,326
39,016,759
5,434,090,516

123,244,152
134,761,317
15,955,810
10,813,148
78,913,320
17,750,239
176,589,243

555,571

2,032,151,538
537,767,784
123,365,462

57,126,405

63,233,565
5,970,209
13,770,502
23,251,812
6,659,525

66,496,475

5,963,129
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Office of the Governor — Special Projects 0
Office of State Budget and Management

Office of State Budget and Management 8,068,254

OSBM - Reserve for Special Appropriations 2,000,000
Housing Finance Agency 14,609,159
Department of Insurance 43,210,112
Office of Lieutenant Governor 794,098
Department of Military and Veterans Affairs 11,960,224
Department of Revenue 84,081,870
Department of Secretary of State 13,007,625
Department of State Treasurer

State Treasurer 4,789,044

State Treasurer — Retirement for Fire and

Rescue Squad Workers 28,078,361

DEPARTMENT OF INFORMATION TECHNOLOGY 51,392,048
RESERVES, ADJUSTMENTS, AND DEBT SERVICE
Contingency & Emergency Fund 4,800,000
Classification and Compensation System 3,900,000
Workers' Compensation Settlement Reserve 2,000,000
Salary Adjustment Fund 5,000,000
Film and Entertainment Grant Fund 15,000,000
Compensation Increase Reserve 0
State Emergency Response and Disaster Relief Fund 150,000,000
Reserve for Pending Legislation 7,099,116
Enterprise Resource Planning 3,200,000
Debt Service

General Debt Service 727,166,339

Federal Reimbursement 1,616,380
TOTAL CURRENT OPERATIONS -

GENERAL FUND 22,878,473,560

GENERAL FUND AVAILABILITY STATEMENT

8,190,222
2,000,000

30,660,000
43,897,077
776,891
9,868,660
85,743,497

13,394,013

4,829,040
28,428,361

51,616,433

4,800,000
7,800,000

0

5,000,000
30,000,000
275,630,879
0

1,510,386
10,000,000

770,458,736
1,616,380

23,768,188,820

SECTION 2.2.(a) The General Fund availability used in developing the 2017-2019

fiscal biennial budget is shown below:

Unappropriated Balance

Page 4

FY 2017-2018
208,607,416

FY 2018-2019

279,190,692

Senate Bill 257-Seventh Edition
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Disaster Recovery Appropriations (S.L. 2016-124) (200,928,370) 0
Transfer From Savings Reserve 100,928,370 0
Revised Unappropriated Balance 108,607,416 0
Over Collections FY 2016-17 580,600,000 0
Reversions FY 2016-17 271,000,000 0
Replenish Savings Reserve (S.L. 2016-124) (100,928,370) 0
Earmarkings of Year End Fund Balance:

Savings Reserve (263,000,000) 0

Repairs and Renovations (365,000,000) 0
Beginning Unreserved Fund Balance 231,279,046 279,190,692
Revenues Based on Existing Tax Structure 22,303,700,000 23,299,200,000
Non-tax Revenues
Investment Income 60,100,000 60,600,000
Judicial Fees 240,900,000 240,500,000
Disproportionate Share 164,700,000 149,600,000
Insurance 75,500,000 75,500,000
Master Settlement Agreement (MSA) 127,200,000 127,200,000
Other Non-Tax Revenues 180,600,000 182,900,000
Subtotal Non-tax Revenues 849,000,000 836,300,000
Total General Fund Availability 23,383,979,046 24,414,690,692
Adjustments to Availability: 2017 Session
Tax Law Changes (120,600,000) (246,600,000)
Diversion of Taxes from Short-Term Lease

or Rental of Motor Vehicles to Highway Fund (77,130,000) (79,060,000)
Diversion to Savings Reserve (S.L. 2017-5) 0 (130,135,500)
Divert additional MSA funds to Golden L.E.A.F. (5,000,000) (5,000,000)
Transfer from Department of Insurance 3,419,428 4,104,228
Transfer from the Department of the State Treasurer (5,477,782) (5,437,786)
Subtotal Adjustments to Availability: 2017 Session (204,788,354) (462,129,058)
Revised General Fund Availability 23,179,190,692 23,952,561,634
Less General Fund Net Appropriation (22,900,000,000) (23,779,584,013)
Unappropriated Balance Remaining 279,190,692 172,977,621

SECTION 2.2.(b) Notwithstanding the provisions of G.S. 143C-4-3(a), the State
Controller shall transfer a total of three hundred sixty-five million dollars ($365,000,000) from
the unreserved fund balance to the Repairs and Renovations Reserve on June 30, 2017. This
subsection becomes effective June 30, 2017. Funds transferred under this section to the Repairs
and Renovations Reserve are appropriated for the 2017-2018 fiscal year and shall be used in
accordance with Section 36.5 of this act.

SECTION 2.2.(c) Notwithstanding G.S. 143C-4-2, the State Controller shall
transfer a total of three hundred sixty-three million nine hundred twenty-eight thousand three
hundred seventy dollars ($363,928,370) from the unreserved fund balance to the Savings

Senate Bill 257-Seventh Edition Page 5
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Reserve Account on June 30, 2017. This transfer is not an "appropriation made by law," as that
phrase is used in Section 7(1) of Article V of the North Carolina Constitution. This subsection
becomes effective June 30, 2017.

SECTION 2.2.(d) On June 30, 2017, the State Controller shall transfer and deposit
the balance of one hundred eighty-six million three hundred seventy-two thousand six hundred
seventy-three dollars ($186,372,673) in the Medicaid Contingency Reserve established in
Section 12H.38 of S.L. 2014-100 to the Medicaid Transformation Fund established in Section
12H.29 of S.L. 2015-241. This transfer is not an "appropriation made by law," as that phrase is
used in Section 7(1) of Article V of the North Carolina Constitution. This subsection becomes
effective June 30, 2017.

SECTION 2.2.(e) Funds reserved in the Medicaid Transformation Fund
established in Section 12H.29 of S.L. 2015-241 in the amount of four hundred eleven million
three hundred seventy-two thousand six hundred seventy-three dollars ($411,372,673) do not
constitute an "appropriation made by law," as that phrase is used in Section 7(1) of Article V of
the North Carolina Constitution.

SECTION 2.2.(f) Section 2.2(k) and Section 12H.38 of S.L. 2014-100 are
repealed. Section 2.2(i) and Section 12H.28 of S.L. 2015-241 are repealed. This subsection
becomes effective July 1, 2017.

SECTION 2.2.(g) Notwithstanding G.S. 105-187.9(a), taxes collected under
Article 5A of Chapter 105 of the General Statutes at the rate of eight percent (8%) shall be
credited to the Highway Fund.

SECTION 2.2.(h) Subsection (g) of this section becomes effective July 1, 2017,
and applies to taxes collected on or after that date. Subsection (g) of this section expires June
30, 2019.

PART IlIl. CURRENT OPERATIONS/HIGHWAY FUND

CURRENT OPERATIONS AND EXPANSION/HIGHWAY FUND
SECTION 3.1. Appropriations from the State Highway Fund for the maintenance

and operation of the Department of Transportation and for other purposes, as enumerated, are

made for the fiscal biennium ending June 30, 2019, according to the following schedule:

FY 2017-2018

Current Operations — Highway Fund FY 2018-2019

Department of Transportation

Administration $ 96,416,366 $ 94,370,410
Division of Highways
Administration 34,782,224 34,782,224
Construction 91,100,000 93,250,000
Maintenance 1,340,770,203 1,330,627,286
Planning and Research 0 0
OSHA Program 358,030 358,030
State Aid to Municipalities 147,500,000 147,500,000
Intermodal Divisions
Ferry 51,733,375 46,733,375
Public Transportation 93,777,592 94,277,592
Aviation 135,442,773 133,072,773
Rail 43,659,362 43,850,362

Page 6
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Bicycle and Pedestrian 724,032 724,032
Governor's Highway Safety 255,367 255,367
Division of Motor Vehicles 130,399,383 127,946,774
Other State Agencies, Reserves, Transfers 84,095,034 166,158,099
Capital Improvements 7,362,700 7,216,707
Total Highway Fund Appropriations $2,258,376,441  $2,321,123,031

HIGHWAY FUND AVAILABILITY STATEMENT
SECTION 3.2. The Highway Fund availability used in developing the 2017-2019
fiscal biennial budget is shown below:

Highway Fund Availability Statement FY 2017-2018 FY 2018-2019
Unreserved Fund Balance $ 0 $ 0
Estimated Revenue 2,179,096,441 2,237,763,031
Adjustment to Revenue Availability:

Division of Motor Vehicles Hearing Fees 2,150,000 4,300,000

Highway Use Tax Lease Proceeds 77,130,000 79,060,000
Total Highway Fund Availability $2,258,376,441  $2,321,123,031
Unappropriated Balance $ 0 $ 0

PART IV. HIGHWAY TRUST FUND APPROPRIATIONS

HIGHWAY TRUST FUND APPROPRIATIONS

SECTION 4.1. Appropriations from the State Highway Trust Fund for the
maintenance and operation of the Department of Transportation and for other purposes as
enumerated are made for the fiscal biennium ending June 30, 2019, according to the following
schedule:

Current Operations — Highway Trust Fund FY 2017-2018 FY 2018-2019
Program Administration $ 35,156,560 $ 35,156,560
Debt Service 52,160,868 50,036,452
Turnpike Authority 49,000,000 49,000,000
State Ports Authority 45,000,000 45,000,000
Transfer to Highway Fund 400,000 400,000
FHWA State Match 4,640,000 4,640,000
Strategic Prioritization Funding Plan for

Transportation Investments 1,360,770,863 1,401,591,150
Total Highway Trust Fund Appropriations $1547,128,291  $1,585,824,162

HIGHWAY TRUST FUND AVAILABILITY STATEMENT
SECTION 4.2. The Highway Trust Fund availability used in developing the
2017-2019 fiscal biennial budget is shown below:

Senate Bill 257-Seventh Edition Page 7
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Highway Trust Fund Availability FY 2017-2018 FY 2018-2019
Unreserved Fund Balance $ 0 $ 0
Estimated Revenue 1,547,614,829 1,586,320,316
Adjustment to Revenue Availability:

Title Fees (Mercury Switch Removal) (486,538) (496,154)
Total Highway Trust Fund Availability $1,547,128,291  $1,585,824,162
Unappropriated Balance $ 0o $ 0

PART V. OTHER APPROPRIATIONS

CASH BALANCES AND OTHER APPROPRIATIONS

SECTION 5.1.(a) Cash balances, federal funds, departmental receipts, grants, and
gifts from the General Fund, revenue funds, enterprise funds, and internal service funds are
appropriated for the 2017-2019 fiscal biennium as follows:

1) For all budget codes listed in the Governor's Recommended Budget for the

2017-2019 fiscal biennium, dated March 2017, and in the Budget Support

Document, fund balances and receipts are appropriated up to the amounts

specified, as adjusted by the General Assembly, for the 2017-2018 fiscal

year and the 2018-2019 fiscal year. Funds may be expended only for the
programs, purposes, objects, and line items or as otherwise authorized by the

General Assembly. Expansion budget funds listed in those documents are

appropriated only as otherwise provided in this act.

2 Notwithstanding the provisions of subdivision (1) of this subsection:

a. Any receipts that are required to be used to pay debt service
requirements for various outstanding bond issues and certificates of
participation are appropriated up to the actual amounts received for
the 2017-2018 fiscal year and the 2018-2019 fiscal year and shall be
used only to pay debt service requirements.

b. Other funds, cash balances, and receipts of funds that meet the
definition issued by the Governmental Accounting Standards Board
of a trust or agency fund are appropriated for and in the amounts
required to meet the legal requirements of the trust agreement for the
2017-2018 fiscal year and the 2018-2019 fiscal year.

SECTION 5.1.(b) Receipts collected in a fiscal year in excess of the amounts
appropriated by this section shall remain unexpended and unencumbered until appropriated by
the General Assembly, unless the expenditure of overrealized receipts in the fiscal year in
which the receipts were collected is authorized by the State Budget Act. Overrealized receipts
are appropriated in the amounts necessary to implement this subsection.

SECTION 5.1.(c) Notwithstanding subsections (a) and (b) of this section, there is
appropriated from the Reserve for Reimbursements to Local Governments and Shared Tax
Revenues for each fiscal year an amount equal to the amount of the distributions required by
law to be made from that reserve for that fiscal year.

OTHER RECEIPTS FROM PENDING GRANT AWARDS

SECTION 5.2.(a) Notwithstanding G.S. 143C-6-4, State agencies may, with
approval of the Director of the Budget, spend funds received from grants awarded subsequent
to the enactment of this act for grant awards that are for less than two million five hundred
thousand dollars ($2,500,000), do not require State matching funds, and will not be used for a

Page 8 Senate Bill 257-Seventh Edition
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capital project. State agencies shall report to the Joint Legislative Commission on
Governmental Operations within 30 days of receipt of such funds.

State agencies may spend all other funds from grants awarded after the enactment of
this act only with approval of the Director of the Budget and after consultation with the Joint
Legislative Commission on Governmental Operations.

SECTION 5.2.(b) The Office of State Budget and Management shall work with
the recipient State agencies to budget grant awards according to the annual program needs and
within the parameters of the respective granting entities. Depending on the nature of the award,
additional State personnel may be employed on a time-limited basis. Funds received from such
grants are hereby appropriated and shall be incorporated into the authorized budget of the
recipient State agency.

SECTION 5.2.(c) Notwithstanding the provisions of this section, no State agency
may accept a grant not anticipated in this act if acceptance of the grant would obligate the State
to make future expenditures relating to the program receiving the grant or would otherwise
result in a financial obligation as a consequence of accepting the grant funds.

EDUCATION LOTTERY FUNDS/CHANGES TO REVENUE ALLOCATIONS
SECTION 5.3.(a) The appropriations made from the Education Lottery Fund for
the 2017-2019 fiscal biennium are as follows:
FY 2017-2018 FY 2018-2019

Noninstructional Support Personnel $383,888,897 $385,914,455
Prekindergarten Program 78,252,110 78,252,110
Public School Building Capital Fund 100,000,000 100,000,000
Scholarships for Needy Students 30,450,000 30,450,000
UNC Need-Based Financial Aid 10,744,733 10,744,733
LEA Transportation 123,277,192 51,386,090
TOTAL APPROPRIATION $726,612,932 $656,747,388

SECTION 5.3.(b) G.S. 18C-164 reads as rewritten:
"8 18C-164. Transfer of net revenues.

(b) From-the-EducationLottery-Fund-the-The Office of State Budget and Management
shall transfer a-sum-equal-to-five-percent{(5%)-of-the-any net revenue ef-theprier-in excess of

the amount appropriated from the Education Lottery Fund in a fiscal year to the Education
Lottery Reserve Fund. A special revenue fund for this purpose shall be established in the State

treasury to be known as the Education Lottery Reserve Fund—and-thatfund-shall-be-capped-at

i alalalaWalala NMonia N

W&@W\H@G@H—SH@S@GH@FF{E}—O%—W i i i i ton-Fund.

(e) If the actual net revenues are less than the appropriation for that given year, then the
Governor may-shall transfer from the Education Lottery Reserve Fund an amount sufficient to
equal the appropriation by the General Assembly. To the extent that the funds described in this
subsection are required to be appropriated, they are hereby appropriated for the purpose set

forth in this subsection.

CIVIL PENALTY AND FORFEITURE FUND

Senate Bill 257-Seventh Edition Page 9
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SECTION 5.4.(a) Appropriations are made from the Civil Penalty and Forfeiture
Fund for the fiscal biennium ending June 30, 2019, as follows:

FY 2017-2018 FY 2018-2019

School Technology Fund $18,000,000 $18,000,000
Drivers Education 27,393,768 27,393,768
State Public School Fund 134,784,022 128,341,640
Total Appropriation $180,177,790 $173,735,408

SECTION 5.4.(b) Excess receipts realized in the Civil Penalty and Forfeiture Fund
in each year of the 2017-2019 fiscal biennium shall remain unspent until appropriated by a
further act of the General Assembly.

SECTION 5.4.(c) Notwithstanding Section 5.3(b) of S.L. 2015-241, the sum of six
million four hundred forty-two thousand three hundred eighty-two dollars ($6,442,382) of
excess receipts realized in the Civil Penalty and Forfeiture Fund for the 2016-2017 fiscal year
shall be allocated to the State Public School Fund for the 2017-2018 fiscal year.

INDIAN GAMING EDUCATION REVENUE FUND

SECTION 5.5. Notwithstanding G.S. 143C-9-7, the sum of six million dollars
(%$6,000,000) in each year of the 2017-2019 fiscal biennium is transferred from the Indian
Gaming Education Revenue Fund to the Department of Public Instruction, Textbooks, and
Digital Resources Allotment.

DISASTER RELIEF FUNDING

SECTION 5.6.(a) Funding. — Of the funds appropriated in this act to the State
Emergency Response and Disaster Relief Fund, the sum of one hundred fifty million dollars
($150,000,000) shall be used for disaster relief as provided by the Disaster Recovery Act of
2016, S.L. 2016-124. The Governor may not expend these funds to make budget adjustments
under G.S. 143C-6-4 or reallocations under G.S. 166A-19.40(c); however, nothing in this
subsection shall be construed to prohibit the Governor from exercising the Governor's authority
under these statutes with respect to other funds.

SECTION 5.6.(b) No Reversion of Funds. — G.S. 143C-6-23(f1)(1) does not apply
to these funds, which shall remain available to implement S.L. 2016-124 until the General
Assembly directs the reversion of any remaining unexpended and unencumbered funds.

PART VI. GENERAL PROVISIONS

ESTABLISHING OR INCREASING FEES

SECTION 6.2.(a) Notwithstanding G.S. 12-3.1, an agency is not required to
consult with the Joint Legislative Commission on Governmental Operations prior to
establishing or increasing a fee to the level authorized or anticipated in this act.

SECTION 6.2.(b) Notwithstanding G.S. 150B-21.1A(a), an agency may adopt an
emergency rule in accordance with G.S. 150B-21.1A to establish or increase a fee as authorized
by this act if the adoption of a rule would otherwise be required under Article 2A of Chapter
150B of the General Statutes.

EXPENDITURES OF FUNDS IN RESERVES LIMITED

SECTION 6.3. Article 4 of Chapter 143C of the General Statutes is amended by
adding a new section to read:
"8 143C-4-8. Use of funds appropriated to a reserve.

Page 10 Senate Bill 257-Seventh Edition
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All funds appropriated into a reserve by a Current Operations Appropriations Act or other
act of the General Assembly may be expended only for the purpose or purposes for which the
reserve was established."

CAP STATE-FUNDED PORTION OF NONPROFIT SALARIES

SECTION 6.4. No more than one hundred twenty thousand dollars ($120,000) in
State funds, including any interest earnings accruing from those funds, may be used for the
annual salary of any individual employee of a nonprofit organization.

MASTER SETTLEMENT AGREEMENT/GOLDEN L.E.A.F.

SECTION 6.5. Notwithstanding any provision of G.S. 143C-9-3 to the contrary,
the additional sum of five million dollars ($5,000,000) in each year of the 2017-2019 fiscal
biennium is appropriated from the Settlement Reserve Fund to The Golden L.E.A.F.
(Long-Term Economic Advancement Foundation), Inc., a nonprofit corporation, for research,
rural economic development, and job-creation related purposes.

CLARIFY BASE BUDGET DEFINITION
SECTION 6.6.(a) G.S. 143C-1-1(d) reads as rewritten:
"(d)  Definitions. — The following definitions apply in this Chapter:
1) Appropriation. — An enactment by the General Assembly authorizing the
withdrawal of money from the State treasury. An enactment by the General
Assembly that authorizes, specifies, or otherwise provides that funds may be
used for a particular purpose is not an appropriation.

(1c) Base Budget. — That part of the recommended State budget that provides the
baseline for the next biennium. The base budget for each State agency shall
be the authorized budget for that agency with adjustments only for the
following:

a. Annualization of programs and pesitiens-positions created in the
previous biennium.

b. Reductions to adjust for items funded with nonrecurring funds during
the prior fiscal biennium.

C. Increases to adjust for nonrecurring reductions during the prior fiscal
biennium.

d. Adjustments for federal payroll tax changes.

e. Rate increases in accordance with the terms of existing leases of real
property.

f. Adjustments to receipt projections, made in accordance with

G.S. 143C-3-5(b)(2)c.
g. Reconciliation of intragovernmental and intergovermental transfers.
h. Adjustments for statutory appropriations and other adjustments as
directed by the General Assembly.

9 Current Operations Appropriations Act. — An act of the General Assembly
estimating revenue availability for and appropriating money for the current
operations and capital improvement needs of State government during one or
more budget years.

Senate Bill 257-Seventh Edition Page 11
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(28)  Statutory appropriation. — An appropriation enacted by the General
Assembly in the General Statutes that authorizes the current and future

withdrawal of funds from the State treasury during fiscal-years—extending
beyend-the-current-fiscal-bienntum—current and future fiscal years, without

further act of the General Assembly.

"

SECTION 6.6.(b) G.S. 115C-562.8(b) reads as rewritten:

"(b) The General Assembly finds that, due to the critical need in this State to provide
opportunity for school choice for North Carolina students, it is imperative that the State provide
an increase of funds of at least ten million dollars ($10,000,000) each fiscal year for 10 years to
the Opportunity Scholarship Grant Fund Reserve. Therefore, there is appropriated from the
General Fund to the Reserve the following amounts for each fiscal year to be used for the
purposes set forth in this section:

Fiscal Year Appropriation
2017-2018 $44,840,000
2018-2019 $54,840,000
2019-2020 $64,840,000
2020-2021 $74,840,000
2021-2022 $84,840,000
2022-2023 $94,840,000
2023-2024 $104,840,000
2024-2025 $114,840,000
2025-2026 $124,840,000
2026-2027 $134,840,000

For the 2027-2028 fiscal year and each fiscal year thereafter, there is appropriated from the
General Fund to the Reserve the sum of one hundred forty-four million eight hundred forty
thousand dollars ($144,840,000) to be used for the purposes set forth in this section._When
developing the base budget, as defined by G.S. 143C-1-1, for each fiscal year specified in this
subsection, the Director of the Budget shall include the appropriated amount specified in this
subsection for that fiscal year."

SECTION 6.6.(c) G.S. 143C-3-5 reads as rewritten:
"§ 143C-3-5. Budget recommendations and budget message.

(b) Odd-Numbered Years. — In odd-numbered years the budget recommendations shall
include the following components:

3) A Current Operations Appropriations Act that makes appropriations for each
fiscal year of the upcoming biennium for the operating and capital expenses
of all State agencies as contained in the Recommended State Budget;

(c) Even-Numbered Years. — In even-numbered years, the Governor may recommend
changes in the enacted budget for the second year of the biennium. These recommendations
shall be presented as amendments to the enacted budget and shall be incorporated in a

recommended Current Operations Apprepriation—Act—and—a—recommended—Capital
Improvements—Appropriations—Act—as—hecessary—Appropriations  Act. Any recommended

changes shall clearly distinguish program reductions, program eliminations, program
expansions, and new programs, and shall explain all proposed capital improvements in the
context of the Six-Year Capital Improvements Plan and as required by G.S. 143C-8-6. The
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Governor shall provide sufficient supporting documentation and accounting detail, consistent
with that required by G.S. 143C-3-5(b), corresponding to the recommended amendments to the
enacted budget.

SECTION 6.6.(d) G.S. 143C-5-1 reads as rewritten:
"8 143C-5-1. Rules for the introduction of the Governor's appropriations bills.

The Current Operatlons Approprlatlons Act recommended by the Governor and-the-Capital
vernor—shall be introduced by the
chairs of the committee on appropriations in each house of the General Assembly. This section
shall be considered and treated as a rule of procedure in the Senate and House of
Representatives unless provided otherwise by a rule of either branch of the General Assembly."

SECTION 6.6.(e) G.S. 143C-5-5 reads as rewritten:
"§ 143C-5-5. Committee report used to construe intent of budget acts.

A committee report incorporated by reference in the Current Operations Appropriations Act
or-the-Capital-improvements-Appropriations-Aet-and distributed on the floor of the House of
Representatives and of the Senate as part of the explanation of the act is to be construed with
the appropriate act in interpreting its intent. If a report conflicts with the act, the act prevails.
The Director of the Fiscal Research Division of the Legislative Services Commission shall send
a copy of the reports to the Director."”

SECTION 6.6.(f) G.S. 143C-6-1 reads as rewritten:
"§ 143C-6-1. Budget enacted by the General Assembly; certified budgets of State
agencies.

@) Governor to Administer the Budget as Enacted by the General Assembly. — In
accordance with Section 5(3) of Article 11l of the North Carolina Constitution, the Governor
shall administer the budget as enacted by the General Assembly. All appropriations of State
funds now or hereafter made to the State agencies and non-State entities authorize expenditures
only for the (i) purposes or programs and (ii) objects or line items enumerated in the
Recommended State Budget and the Budget Support Document recommended to the General
Assembly by the Governor, as amended and enacted by the General Assembly in the Current
Operations Appropriations Act-the-Capital-improvements-Appropriations-Aet-Act or any other
act affecting the State budget. The Governor shall ensure that appropriations are expended in
strict accordance with the budget enacted by the General Assembly.

(b) Departmental Receipts. — Departmental receipts collected to support a program or
purpose shall be credited to the fund from which appropriations have been made to support that
program or purpose. A State agency shall expend departmental receipts first, including receipts
in excess of the amount of receipts budgeted in the certified budget for the program or purpose,
and shall expend other funds appropriated for the purpose or program only to the extent that
receipts are insufficient to meet the costs anticipated in the certified budget.

Except as authorized in G.S. 143C-6-4, excess departmental receipts shall not be used to
increase expenditures for a purpose or program.

(©) Certification of the Budget. — The Director of the Budget shall certify to each State
agency the amount appropriated to it for each program and each object from all funds included
in the budget as defined in G.S. 143C-3-5(d). The certified budget for each State agency shall
reflect the total of all appropriations enacted for each State agency by the General Assembly in
the Current Operations Appropriations Act-the-Capital-lmprovements-Appropriations-Act-Act
and any other act affecting the State budget. The certified budget for each State agency shall
follow the format of the Budget Support Document as modified to reflect changes enacted by
the General Assembly."

SECTION 6.6.(g) Section 11A.3(i) of S.L. 2016-94 reads as rewritten:
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"SECTION 11A.3.(Ii) Subsections (a) and (b) of this section apply beginning with the
2016-2017 school year Subsections—{g)—-andSubsection (h) of this section becemebecomes
effective July 1, 2017."

SECTION 6.6.(h) Subsection (a) of this section becomes effective July 1, 2017,
and applies beginning with the base budget developed for the 2018-2019 fiscal year. The
remainder of this section is effective when it becomes law.

PENDING LITIGATION

SECTION 6.8. Any reference to either the State Board of Elections or the State
Ethics Commission in either this act or the Committee Report described in Section 39.2 of this
act does not constitute a waiver by the General Assembly regarding the validity and
constitutionality of S.L. 2017-6.

FOOD SCIENCE INNOVATION ADVISORY BOARD

SECTION 6.9.(a) There is created the Food Science Processing Innovation
Advisory Board (Board), which shall be located administratively in the General Assembly. The
Board shall consist of nine members, including:

1) The Commissioner of Agriculture or the Commissioner's designee.

2 The Secretary of Commerce or the Secretary's designee.

3) The President of the Golden L.E.A.F. (Long-Term Economic Advancement
Foundation), Inc., or the President's designee.

4) Two members shall be appointed by the Speaker of the House of
Representatives, one of whom shall be a farmer and one of whom shall have
expertise in one or more of the following fields: patents, copyrights,
intellectual property, royalties, and finance.

(5) Two members shall be appointed by the President Pro Tempore of the
Senate, one of whom shall have expertise in food science and one of whom
shall have expertise in one or more of the following fields: local economic
development, workforce development, or public-private partnerships in this

State.

(6) One member appointed by the Board of Trustees of the North Carolina State
University.

(7) One member who is a representative of the North Carolina Research
Campus.

SECTION 6.9.(b) The Board shall study and make recommendations to the
General Assembly on the following:

1) Preserving existing rural agricultural and manufacturing jobs and creating
new agricultural and manufacturing jobs from research discoveries.

2) Encouraging and networking agricultural entrepreneurs and enabling
collaboration between producers and available markets.

3) Reducing production waste stemming from agricultural manufacturing.

4 Enabling advancements in food security and food safety by leveraging
emerging technologies with the production resources available in this State.

5) Establishing best practices for the provision of potential royalties stemming
from campus-based research and projects to enable a public-private
partnership that will be rurally focused and will enable local economic and
workforce development by investing the results and benefits of the
collaborative efforts of the educational institutions of the State and the
private sector.

(6) Increasing markets for North Carolina agricultural products.
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SECTION 6.9.(c) Appointments for all members shall be for terms of four years
beginning on January 1. Appointed members may be reappointed but shall not serve more than
two consecutive terms of four years. Vacancies among appointed members shall be filled by
the appointing entity and shall be for the remainder of the vacant term.

The Board shall elect from the appointed members a chair and a vice-chair for terms
of two years. A chair or vice-chair may serve no more than two consecutive terms in that role.
No member of the General Assembly, spouse of a member of the General Assembly, or officer
or employee of the State shall be eligible to serve on the Board as an appointed member.

The Board shall meet at stated times established by the Board but not less frequently
than four times a year. Special meetings of the Board may be set at any regular meeting or may
be called by the chair. A majority of the appointed members of the Board shall constitute a
quorum for the transaction of business.

From funds available to the General Assembly, the Legislative Services
Commission shall allocate monies to fund the work of the Board. Members of the Board shall
receive subsistence and travel expenses as provided in G.S.120-3.1 and G.S. 138-5. The
Legislative Services Commission, through the Legislative Services Officer, shall assign
professional staff to assist the Council in its work. Upon the direction of the Legislative
Services Commission, the Director of Legislative Assistants of the Senate and of the House of
Representatives shall assign clerical staff to the Board. The expenses for clerical employees
shall be borne by the Board.

SECTION 6.9.(d) Notwithstanding subsection (c) of this section, the four Board
members appointed pursuant to subdivisions (4) and (5) of subsection (a) of this section shall
serve a first term beginning on the date of their designation and ending on December 31, 20109.
Thereafter, they shall serve four-year terms which shall begin on January 1, 2020.

SECTION 6.9.(e) On or before September 1, 2018, and at least semiannually
thereafter, the Board shall submit a report to the Joint Legislative Oversight Committee on
Agriculture and Natural and Economic Resources and the Fiscal Research Division with its
recommendations based upon its study of the items listed in subsection (b) of this section.

BUDGET ACCOUNTABILITY AND TRANSPARENCY REFORM INITIATIVE

SECTION 6.10.(a) Finding and Purpose. — The General Assembly finds that the
State budget is its central policy document and primary vehicle for directing the provision of
programs and services to the citizens of the State. As such, the State's budget must be clear,
transparent, and credible if it is to serve as a basis of accountability to its citizens. Therefore, it
is the intent of the General Assembly to provide flexibility and support to the Governor in
continuing efforts to effectuate the necessary changes to the structure and presentation of the
State budget. The purpose of the Budget Accountability and Transparency Reform Initiative
(BATR) established by this section is to ensure the highest level of transparency for meaningful
review of the State budget by all citizens of the State.

SECTION 6.10.(b) Base Budget Reform Plan. — The Office of State Budget and
Management and all State departments, agencies, and institutions shall develop jointly and
execute a base budget reform plan that ensures all of the following:

1) Strict adherence to Chapter 143C of the General Statutes, the State Budget

Act.

(2) Realignment of the State's expenditures and revenues in a clear and logical

manner.

3) Presentation of a comprehensive, accurate, and reliable account of all State

expenditures and revenues.

(4)  Anannual base budget document that:

a. Is presented in a format that promotes effective decision making,
accountability, and oversight; and
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b. Provides detailed budget information that can be understood at all
levels of State government and by members of the general public.

SECTION 6.10.(c) Realignments. — Effective with the development and
presentation of the Governor's 2019-2021 recommended biennial base budget, the Office of
State Budget and Management may realign the various line items of expenditure and revenue in
all State agency, departmental, and institutional budgets. For the purpose of correctly realigning
the State's budget, the line items for aid and public assistance shall remain budgeted at the
levels appropriated by the General Assembly for fiscal year 2018-2019. State agencies, with the
approval of the Office of State Budget and Management, shall build their line-item budgets,
including elimination of vacant positions to more closely align with actual requirements and
anticipated receipts for each of the programs and purposes contained in the Governor's
Recommended Base Budget. State agencies must budget receipts based on historical trends.
Under no circumstances may an agency move receipts between programs and purposes. State
agencies newly aligned line-item budgets shall be submitted to the General Assembly as part of
the Governor's Recommended Base Budget for the 2019-2021 fiscal biennium.

SECTION 6.10.(d) Reward Demonstrated Operating Efficiencies. — The Office of
State Budget and Management and representatives of the State agencies, departments, and
institutions shall develop jointly a plan to reward State agencies, departments, and institutions
for achieving demonstrable operating efficiencies. The plan shall identify the necessary and
appropriate metrics to be used in assessing efficiency and shall ensure that financial rewards
provided to State agencies are made with nonrecurring funds.

SECTION 6.10.(e) Implementation. — Upon issuance of a fully reformed and
realigned base State budget in compliance with this section, the Office of State Budget and
Management may execute the plan described in subsection (b) of this section.

SECTION 6.10.(f) Authorization to Eliminate Positions. — Notwithstanding any
State law, rule, regulation, or directive to the contrary, including any order issued by the
Governor or the Governor's designee, vacant positions in State government employment may
be eliminated for the purpose of realigning the State budget only upon the express authorization
of the General Assembly in this act or a subsequent enactment.

SECTION 6.10.(g) Reporting. — The Office of State Budget and Management shall
report its progress in developing the realigned base budget required in subsection (a) of this
section no later than November 1, 2019. The Office of State Budget and Management shall
present the realigned base budget by January 1, 2020, and shall provide a final report on the
execution of the requirements in subsection (b) of this section by no later than August 31, 2020.

PAY-AS-YOU-GO CAPITAL AND INFRASTRUCTURE FUND

SECTION 6.11. Article 4 of Chapter 143C of the General Statutes is amended by
adding a new section to read:
"8 143C-4-3.1. State Capital and Infrastructure Fund.

(@ Legislative Intent. — The General Assembly recognizes the need to establish and
maintain a sufficient funding source to address the ongoing capital and infrastructure needs of
the State. The General Assembly further recognizes the need to protect the State's substantial
improvements in existing public facilities while providing a stable funding source to pay for
new facilities to meet the needs of a growing population. In particular, the General Assembly
recognizes that many low-wealth counties struggle to maintain aging infrastructure and public
school facilities and lack the ability to generate the funds needed for new capital investment.
The General Assembly intends to establish a recurring source of funds to fulfill the purposes of
this section.

(b)  Creation of Fund. — There is established in the General Fund the State Capital and
Infrastructure Fund, hereinafter referred to as the "Fund." The Fund shall be maintained as a
special fund and administered by the Office of State Budget and Management to carry out the
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provisions of this section. With the exception of debt service obligations, appropriations from
the Fund may be administered by other State agencies as deemed necessary by the Office of
State Budget and Management.
©) Source and Use of Funds. — The Fund shall consist of appropriations and other
sources as directed by the General Assembly. Interest accruing from the monies in the Fund
shall be credited to the Fund. It is the intent of the General Assembly to annually appropriate to
the Fund the amount set aside pursuant to this subsection during the fiscal year to meet the debt
service obligations of the State. In addition to meeting the State's debt service obligations,
monies in the Fund may be used for the following purposes:
[€0)] New capital projects governed pursuant to Article 8 of Chapter 143C of the
General Statutes.

(2) Repair _and renovation of existing capital assets, as provided in
G.S. 143C-4-3.

(3)  Grants to public schools and community colleges for the cost, or apportion
of the cost, of the renewal, renovation, improvement, expansion,
construction, and reconstruction of facilities.

(4)  Economic development infrastructure projects.

(5)  Transportation capital improvement projects.

(6)  Early repayment of outstanding General Fund debt.

(d) Funds Available Only Upon Appropriation. — Funds reserved to the Fund shall be
available for expenditure only upon an act of appropriation by the General Assembly. The
appropriation shall include the amount available for expenditure and a description of the

project.”

REPORT ON USE OF LAPSED SALARY FUNDS

SECTION 6.12.(a) The Office of State Budget and Management (OSBM) in
conjunction with State agencies, as defined in G.S. 143C-1-1(d)(24), shall report on the use of
lapsed salary funds for fiscal year 2016-2017 and fiscal year 2017-2018. State agencies shall
report to the OSBM on the use of lapsed salary, including all of the following:

1) The total amount of accrued lapsed salary funds by funding source.

2) The total number of full-time equivalent positions comprising the lapsed

salary funds.
3) The total expenditure of lapsed salaries by purpose.
4) The legal authorization to expend lapsed salary funds.
SECTION 6.12.(b) The OSBM shall report to the Joint Legislative Oversight
Committees on Health and Human Services; Education; Justice and Public Safety;
Transportation; Information Technology; General Government; and Agriculture and Natural
and Economic Resources and the Fiscal Research Division on the use of lapsed salary funds as
prescribed in subsection (a) of this section as follows:
Q) By making a final report on fiscal year 2016-2017, no later than October 1,
2017.

2 By submitting preliminary reports on fiscal year 2017-2018 data, no later
than January 31, 2018, and May 1, 2018, and making a final report on fiscal
year 2017-2018 data, no later than September 1, 2018.

INDUSTRIAL COMMISSION PLAN FOR TRANSITION TO DEPARTMENT OF
INSURANCE
SECTION 6.13. During the 2017-2018 fiscal year, the Industrial Commission shall
collaborate with the Department of Insurance on a plan to transition the Industrial Commission
from the Department of Commerce to the Department of Insurance to occur in July 2018. The
Industrial Commission and the Department of Insurance shall consider the statutory duties and
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current functions of the Commission and shall design a plan and shall make recommendations
for the transition of the Industrial Commission. The Industrial Commission and the Department
of Insurance shall submit the transition plan and the recommendations to the Joint Legislative
Oversight Committee on Agriculture and Natural and Economic Resources and the Joint
Legislative Oversight Committee on General Government on or before March 1, 2018.

PART VII. PUBLIC SCHOOLS

FUNDS FOR CHILDREN WITH DISABILITIES

SECTION 7.1. The State Board of Education shall allocate additional funds for
children with disabilities on the basis of four thousand one hundred twenty-five dollars and
twenty-seven cents ($4,125.27) per child for fiscal years 2017-2018 and 2018-2019. Each local
school administrative unit shall receive funds for the lesser of (i) all children who are identified
as children with disabilities or (ii) thirteen percent (13%) of its 2017-2018 allocated average
daily membership in the local school administrative unit. The dollar amounts allocated under
this section for children with disabilities shall also be adjusted in accordance with legislative
salary increments, retirement rate adjustments, and health benefit adjustments for personnel
who serve children with disabilities.

FUNDS FOR ACADEMICALLY GIFTED CHILDREN

SECTION 7.2. The State Board of Education shall allocate additional funds for
academically or intellectually gifted children on the basis of one thousand three hundred
fourteen dollars and fifty-six cents ($1,314.56) per child for fiscal years 2017-2018 and
2018-2019. A local school administrative unit shall receive funds for a maximum of four
percent (4%) of its 2017-2018 fiscal year allocated average daily membership, regardless of the
number of children identified as academically or intellectually gifted in the unit. The dollar
amounts allocated under this section for academically or intellectually gifted children shall also
be adjusted in accordance with legislative salary increments, retirement rate adjustments, and
health benefit adjustments for personnel who serve academically or intellectually gifted
children.

SUPPLEMENTAL FUNDING IN LOW-WEALTH COUNTIES
SECTION 7.3.(a) Use of Funds for Supplemental Funding. — All funds received
pursuant to this section shall be used only (i) to provide instructional positions, instructional
support positions, teacher assistant positions, clerical positions, school computer technicians,
instructional supplies and equipment, staff development, and textbooks and digital resources
and (ii) for salary supplements for instructional personnel and instructional support personnel.
Local boards of education are encouraged to use at least twenty-five percent (25%) of the funds
received pursuant to this section to improve the academic performance of children who are
performing at Level | or Il on either reading or mathematics end-of-grade tests in grades three
through eight.
SECTION 7.3.(b) Definitions. — As used in this section, the following definitions
apply:
Q) Anticipated county property tax revenue availability. — The county-adjusted
property tax base multiplied by the effective State average tax rate.
2 Anticipated total county revenue availability. — The sum of the following:
a. Anticipated county property tax revenue availability.
b. Local sales and use taxes received by the county that are levied under
Chapter 1096 of the 1967 Session Laws or under Subchapter VIII of
Chapter 105 of the General Statutes.
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(4)

()

(6)

(")

(8)

(9)

(10)

(11)

C. Fines and forfeitures deposited in the county school fund for the most
recent year for which data are available.

Anticipated total county revenue availability per student. — The anticipated

total county revenue availability for the county divided by the average daily

membership of the county.

Anticipated State average revenue availability per student. — The sum of all

anticipated total county revenue availability divided by the average daily

membership for the State.

Average daily membership. — Average daily membership as defined in the

North Carolina Public Schools Allotment Policy Manual adopted by the

State Board of Education. If a county contains only part of a local school

administrative unit, the average daily membership of that county includes all

students who reside within the county and attend that local school
administrative unit.

County-adjusted property tax base. — Computed as follows:

a. Subtract the present-use value of agricultural land, horticultural land,
and forestland in the county, as defined in G.S. 105-277.2, from the
total assessed real property valuation of the county.

b. Adjust the resulting amount by multiplying by a weighted average of
the three most recent annual sales assessment ratio studies.

C. Add to the resulting amount the following:
1. Present-use value of agricultural land, horticultural land, and
forestland, as defined in G.S. 105-277.2.
2. Value of property of public service companies, determined in
accordance with Article 23 of Chapter 105 of the General
Statutes.
3. Personal property value for the county.

County-adjusted property tax base per square mile. — The county-adjusted
property tax base divided by the number of square miles of land area in the
county.

County wealth as a percentage of State average wealth. — Computed as

follows:

a. Compute the percentage that the county per capita income is of the
State per capita income and weight the resulting percentage by a
factor of five-tenths.

b. Compute the percentage that the anticipated total county revenue
availability per student is of the anticipated State average revenue
availability per student and weight the resulting percentage by a
factor of four-tenths.

C. Compute the percentage that the county-adjusted property tax base
per square mile is of the State-adjusted property tax base per square
mile and weight the resulting percentage by a factor of one-tenth.

d. Add the three weighted percentages to derive the county wealth as a
percentage of the State average wealth.

Effective county tax rate. — The actual county tax rate multiplied by a

weighted average of the three most recent annual sales assessment ratio

studies.

Effective State average tax rate. — The average of effective county tax rates

for all counties.

Local current expense funds. — The most recent county current expense

appropriations to public schools, as reported by local boards of education in
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the audit report filed with the Secretary of the Local Government
Commission pursuant to G.S. 115C-447.

(12)  Per capita income. — The average for the most recent three years for which
data are available of the per capita income according to the most recent
report of the United States Department of Commerce, Bureau of Economic
Analysis, including any reported modifications for prior years as outlined in
the most recent report.

(13) Sales assessment ratio studies. — Sales assessment ratio studies performed by
the Department of Revenue under G.S. 105-289(h).

(14) State average adjusted property tax base per square mile. — The sum of the
county-adjusted property tax bases for all counties divided by the number of
square miles of land area in the State.

(15) State average current expense appropriations per student. — The most recent
State total of county current expense appropriations to public schools, as
reported by local boards of education in the audit report filed with the
Secretary of the Local Government Commission pursuant to G.S. 115C-447.

(16) Supplant. — To decrease local per student current expense appropriations
from one fiscal year to the next fiscal year.

(17)  Weighted average of the three most recent annual sales assessment ratio
studies. — The weighted average of the three most recent annual sales
assessment ratio studies in the most recent years for which county current
expense appropriations and adjusted property tax valuations are available. If
real property in a county has been revalued one year prior to the most recent
sales assessment ratio study, a weighted average of the two most recent sales
assessment ratios shall be used. If property has been revalued the year of the
most recent sales assessment ratio study, the sales assessment ratio for the
year of revaluation shall be used.

SECTION 7.3.(c) Eligibility for Funds. — Except as provided in subsection (g) of
this section, the State Board of Education shall allocate these funds to local school
administrative units located in whole or in part in counties in which the county wealth as a
percentage of the State average wealth is less than one hundred percent (100%).

SECTION 7.3.(d) Allocation of Funds. — Except as provided in subsection (f) of
this section, the amount received per average daily membership for a county shall be the
difference between the State average current expense appropriations per student and the current
expense appropriations per student that the county could provide given the county's wealth and
an average effort to fund public schools. To derive the current expense appropriations per
student that the county could be able to provide given the county's wealth and an average effort
to fund public schools, multiply the county's wealth as a percentage of State average wealth by
the State average current expense appropriations per student. The funds for the local school
administrative units located in whole or in part in the county shall be allocated to each local
school administrative unit located in whole or in part in the county based on the average daily
membership of the county's students in the school units. If the funds appropriated for
supplemental funding are not adequate to fund the formula fully, each local school
administrative unit shall receive a pro rata share of the funds appropriated for supplemental
funding.

SECTION 7.3.(e) Formula for Distribution of Supplemental Funding Pursuant to
This Section Only. — The formula in this section is solely a basis for distribution of
supplemental funding for low-wealth counties and is not intended to reflect any measure of the
adequacy of the educational program or funding for public schools. The formula is also not
intended to reflect any commitment by the General Assembly to appropriate any additional
supplemental funds for low-wealth counties.
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SECTION 7.3.(f) Minimum Effort Required. — A county shall receive full funding
under this section if the county (i) maintains an effective county tax rate that is at least one
hundred percent (100%) of the effective State average tax rate in the most recent year for which
data are available or (ii) maintains a county appropriation per student to the school local current
expense fund of at least one hundred percent (100%) of the current expense appropriations per
student to the school local current expense fund that the county could provide given the
county's wealth and an average effort to fund public schools. A county that maintains a county
appropriation per student to the school local current expense fund of less than one hundred
percent (100%) of the current expense appropriations per student to the school local current
expense fund that the county could provide given the county's wealth and an average effort to
fund public schools shall receive funding under this section at the same percentage that the
county's appropriation per student to the school local current expense fund is of the current
expense appropriations per student to the school local current expense fund that the county
could provide given the county's wealth and an average effort to fund public schools.

SECTION 7.3.(g) Nonsupplant Requirement. — A county in which a local school
administrative unit receives funds under this section shall use the funds to supplement local
current expense funds and shall not supplant local current expense funds. For the 2017-2019
fiscal biennium, the State Board of Education shall not allocate funds under this section to a
county found to have used these funds to supplant local per student current expense funds. The
State Board of Education shall make a finding that a county has used these funds to supplant
local current expense funds in the prior year, or the year for which the most recent data are
available, if all of the following criteria apply:

1) The current expense appropriations per student of the county for the current
year is less than ninety-five percent (95%) of the average of local current
expense appropriations per student for the three prior fiscal years.

2 The county cannot show (i) that it has remedied the deficiency in funding or
(if) that extraordinary circumstances caused the county to supplant local
current expense funds with funds allocated under this section.

The State Board of Education shall adopt rules to implement the requirements of

this subsection.

SECTION 7.3.(h) Counties Containing a Base of the Armed Forces. —
Notwithstanding any other provision of this section, for the 2017-2019 fiscal biennium,
counties containing a base of the Armed Forces of the United States that have an average daily
membership of more than 23,000 students shall receive the same amount of supplemental
funding for low-wealth counties as received in the 2012-2013 fiscal year.

SECTION 7.3.(i) Funds for EVAAS Data. — Notwithstanding the requirements of
subsection (a) of this section, local school administrative units may utilize funds allocated
under this section to purchase services that allow for extraction of data from the Education
Value-Added Assessment System (EVAAS).

SECTION 7.3.(j) Reports. — For the 2017-2019 fiscal biennium, the State Board of
Education shall report to the Fiscal Research Division prior to May 15 of each year if it
determines that counties have supplanted funds.

SECTION 7.3.(k) Department of Revenue Reports. — The Department of Revenue
shall provide to the Department of Public Instruction a preliminary report for the current fiscal
year of the assessed value of the property tax base for each county prior to March 1 of each
year and a final report prior to May 1 of each year. The reports shall include for each county the
annual sales assessment ratio and the taxable values of (i) total real property, (ii) the portion of
total real property represented by the present-use value of agricultural land, horticultural land,
and forestland, as defined in G.S. 105-277.2, (iii) property of public service companies
determined in accordance with Article 23 of Chapter 105 of the General Statutes, and (iv)
personal property.
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SMALL COUNTY SCHOOL SYSTEM SUPPLEMENTAL FUNDING

SECTION 7.4.(a) Allotment Schedule for the 2017-2019 Fiscal Biennium. —
Except as otherwise provided in subsection (d) of this section, each eligible county school
administrative unit shall receive a dollar allotment according to the following schedule:

Allotted ADM Small County Allotment

0-600 $1,710,000
601-1,300 $1,820,000
1,301-1,700 $1,548,700
1,701-2,000 $1,600,000
2,001-2,300 $1,560,000
2,301-2,600 $1,470,000
2,601-2,800 $1,498,000
2,801-3,200 $1,548,000

SECTION 7.4.(b) Phase-Out Provision for the 2017-2018 Fiscal Year. — If a local
school administrative unit becomes ineligible for funding under the schedule in subsection (a)
of this section in the 2017-2018 fiscal year, funding for that unit shall be phased out over a
five-year period. Funding for such local school administrative units shall be reduced in equal
increments in each of the five years after the unit becomes ineligible. Funding shall be
eliminated in the fifth fiscal year after the local school administrative unit becomes ineligible.

Allotments for eligible local school administrative units under this subsection shall
not be reduced by more than twenty percent (20%) of the amount received in fiscal year
2016-2017 in any fiscal year. A local school administrative unit shall not become ineligible for
funding if either the highest of the first two months total projected average daily membership
for the current year or the higher of the first two months total prior year average daily
membership would otherwise have made the unit eligible for funds under the schedule in
subsection (a) of this section.

SECTION 7.4.(c) Phase-Out Provision for the 2018-2019 Fiscal Year. — If a local
school administrative unit becomes ineligible for funding under the schedule in subsection (a)
of this section in the 2018-2019 fiscal year, funding for that unit shall be phased out over a
five-year period. Funding for such local school administrative units shall be reduced in equal
increments in each of the five years after the unit becomes ineligible. Funding shall be
eliminated in the fifth fiscal year after the local administrative unit becomes ineligible.

Allotments for eligible local school administrative units under this subsection shall
not be reduced by more than twenty percent (20%) of the amount received in fiscal year
2017-2018 in any fiscal year. A local school administrative unit shall not become ineligible for
funding if either the highest of the first two months total projected average daily membership
for the current year or the higher of the first two months total prior year average daily
membership would otherwise have made the unit eligible for funds under the schedule in
subsection (a) of this section.

SECTION 7.4.(d) Nonsupplant Requirement for the 2017-2019 Fiscal Biennium. —
A county in which a local school administrative unit receives funds under this section shall use
the funds to supplement local current expense funds and shall not supplant local current
expense funds. For the 2017-2019 fiscal biennium, the State Board of Education shall not
allocate funds under this section to a county found to have used these funds to supplant local
per student current expense funds. The State Board of Education shall make a finding that a
county has used these funds to supplant local current expense funds in the prior year or the year
for which the most recent data are available, if all of the following criteria apply:

1) The current expense appropriation per student of the county for the current

year is less than ninety-five percent (95%) of the average of local current
expense appropriation per student for the three prior fiscal years.
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2 The county cannot show (i) that it has remedied the deficiency in funding or
(ii) that extraordinary circumstances caused the county to supplant local
current expense funds with funds allocated under this section.

The State Board of Education shall adopt rules to implement the requirements of
this subsection.

SECTION 7.4.(e) Reports. — For the 2017-2019 fiscal biennium, the State Board of
Education shall report to the Fiscal Research Division prior to May 15 of each fiscal year if it
determines that counties have supplanted funds.

SECTION 7.4.(f) Use of Funds. — Local boards of education are encouraged to use
at least twenty percent (20%) of the funds they receive pursuant to this section to improve the
academic performance of children who are performing at Level | or Il on either reading or
mathematics end-of-grade tests in grades three through eight.

Local school administrative units may also utilize funds allocated under this section
to purchase services that allow for extraction of data from the Education Value-Added
Assessment System (EVAAS).

DISADVANTAGED STUDENT SUPPLEMENTAL FUNDING (DSSF)

SECTION 7.5.(a) Funds appropriated in this act for disadvantaged student
supplemental funding shall be used, consistent with the policies and procedures adopted by the
State Board of Education, only to do the following:

1) Provide instructional positions or instructional support positions.

2 Provide professional development.

3) Provide intensive in-school or after-school remediation, or both.

4) Purchase diagnostic software and progress-monitoring tools.

(5) Provide funds for teacher bonuses and supplements. The State Board of

Education shall set a maximum percentage of the funds that may be used for
this purpose.
The State Board of Education may require local school administrative units
receiving funding under the Disadvantaged Student Supplemental Fund to purchase the
Education Value-Added Assessment System (EVAAS) in order to provide in-depth analysis of
student performance and help identify strategies for improving student achievement. This data
shall be used exclusively for instructional and curriculum decisions made in the best interest of
children and for professional development for their teachers and administrators.
SECTION 7.5.(b) Disadvantaged student supplemental funding (DSSF) shall be
allotted to a local school administrative unit based on (i) the unit's eligible DSSF population
and (ii) the difference between a teacher-to-student ratio of 1:21 and the following
teacher-to-student ratios:
1) For counties with wealth greater than ninety percent (90%) of the statewide
average, a ratio of 1:19.9.

2 For counties with wealth not less than eighty percent (80%) and not greater
than ninety percent (90%) of the statewide average, a ratio of 1:19.4.

3 For counties with wealth less than eighty percent (80%) of the statewide
average, a ratio of 1:19.1.

4 For local school administrative units receiving DSSF funds in fiscal year
2005-2006, a ratio of 1:16. These local school administrative units shall
receive no less than the DSSF amount allotted in fiscal year 2006-2007.

For the purpose of this subsection, wealth shall be calculated under the low-wealth
supplemental formula as provided for in this act.

SECTION 7.5.(c) If a local school administrative unit's wealth increases to a level
that adversely affects the unit's disadvantaged student supplemental funding (DSSF) allotment
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ratio, the DSSF allotment for that unit shall be maintained at the prior year level for one
additional fiscal year.

UNIFORM EDUCATION REPORTING SYSTEM (UERS) FUNDS

SECTION 7.6. Funds appropriated in this act for the Uniform Education Reporting
System (UERS) for the 2017-2019 fiscal biennium shall not revert at the end of each fiscal year
but shall remain available until expended.

DPI/ALIGNMENT OF FEDERAL FUNDS

SECTION 7.8. The Department of Public Instruction, in consultation with the
Office of State Budget and Management, shall align federal funds to accurately reflect the
amount projected to be spent by the Department in each year of the 2017-2019 fiscal biennium
in accordance with the State Budget Act, Chapter 143C of the General Statutes, as part of the
certification of the budget for the 2017-2019 fiscal biennium.

ADMINISTRATION OF THE EXCELLENT PUBLIC SCHOOLS ACT

SECTION 7.9.(a) From the funds appropriated to implement Section 7A.1 of S.L.
2012-142, as amended, for the 2017-2019 fiscal biennium only, the Department of Public
Instruction shall use those funds for the following 13 time-limited positions that support the
kindergarten through third grade assessments pursuant to G.S. 115C-174.11.:

Position Title

65017164 Project Administrator
65017165 Project Lead

65017166 Project Lead

65017167 Program Assistant V
65017169 Northeast Consultant
65017170 Southeast Consultant
65017171 North Central Consultant
65017172 Sandhills Consultant
65017173 Piedmont Triad Consultant
65017174 Southwest Consultant
65017250 Northwest Consultant
65017251 Western Consultant
65021990 Project Coordinator

SECTION 7.9.(b) The positions listed in subsection (a) of this section shall be in
addition to the 11 permanent, full-time positions authorized by Section 7A.12 of S.L. 2012-142.
SECTION 7.9.(c) This section expires June 30, 2019.

SUPERINTENDENT OF PUBLIC INSTRUCTION SUPPORT STAFF

SECTION 7.10. Of the funds appropriated by this act to the Department of Public
Instruction for the 2017-2019 fiscal biennium, the Superintendent of Public Instruction may use
up to nine hundred twenty-one thousand five hundred eighty-three dollars ($921,583) to
appoint, in addition to any other personnel appointed by the Superintendent, up to 10 full-time
equivalent exempt policy-making positions, as defined in G.S. 126-5(b)(3), to staff the office of
the Superintendent and assist in the administration of the Superintendent's duties under Article
Il and Section 4(2) of Article 1X of the North Carolina Constitution as an elected officer and
member of the Council of State and as secretary and chief administrative officer of the State
Board of Education. Personnel appointed to these positions shall be exempt from the North
Carolina Human Resources Act and shall report solely to the Superintendent of Public
Instruction. The Superintendent of Public Instruction shall fix the salaries of the personnel for
the office of the Superintendent within the funds available as provided by this section. The
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personnel for the office of the Superintendent of Public Instruction within the Department of
Public Instruction shall be in addition to any staff appointed to the Department in accordance
with G.S. 115C-21(a)(1). The appointments shall not be subject to approval or disapproval by
the State Board of Education.

CARRYFORWARD OF CERTAIN DPI FUNDS
SECTION 7.11.(a) Section 8.7(g) of S.L. 2016-94 reads as rewritten:

"SECTION 8.7.(g) Of the funds appropriated to the Department of Public Instruction by
this act for the 2016-2017 fiscal year to support teacher compensation models and advanced
teaching roles, the Department may use up to two hundred thousand dollars ($200,000) for the
State Board of Education to contract with an independent research organization for the pilot
evaluations. Any remaining funds may be used to award funds to selected local school
administrative units for the implementation of the pilots in accordance with this section. Funds
appropriated to the Department of Public Instruction for the 2016-2017 fiscal year for the pilot
and for the evaluation of the pilot shall not revert at the end of the fiscal year but shall remain
available until expended."

SECTION 7.11.(b) Section 8.27(i) of S.L. 2016-94 reads as rewritten:

"SECTION 8.27.(i) Use of Funds. — Of the funds appropriated to the Department of Public
Instruction for the 2016-2017 fiscal year to implement the LATP programs, the Department
may use up to two hundred thousand dollars ($200,000) in nonrecurring funds for the State
Board of Education to contract with the independent research organization as required by this
section. Any remaining funds shall be used to award one-year grants to each LATP program
selected under subsection (c) of this section for the purposes of implementing the program.
Each selected LATP program shall be awarded a proportional amount of the funds available.
Funds appropriated to the Department of Public Instruction for the 2016-2017 fiscal year to
implement the LATP programs and for the evaluation of the LATP programs shall not revert at
the end of the fiscal year but shall remain available until expended."

SECTION 7.11.(c) Section 5 of S.L. 2016-110 reads as rewritten:

"SECTION 5. There is appropriated from the General Fund to the Department of Public
Instruction four hundred thousand dollars ($400,000) in recurring funds for the 2016-2017
fiscal year for salary and benefits for the ASBISD Superintendent, staff, and other expenses
associated with the ASB-I1SD. Any funds appropriated for this purpose that are unexpended at
the end of the 2016-2017 fiscal year shall not revert but shall remain available for one-time,
start-up expenses of the ISD until the end of the 2017-2018 fiscal year. There is appropriated
from the General Fund to the Department of Public Instruction five hundred thousand dollars
($500,000) for the 2016-2017 fiscal year to contract with an independent research organization
to conduct the evaluation required in Section 4 of this act._Funds appropriated to the
Department of Public Instruction for the 2016-2017 fiscal year for the evaluation shall not
revert at the end of the fiscal year but shall remain available until expended."

SECTION 7.11.(d) This section becomes effective June 30, 2017.

CLASS SIZE FLEXIBILITY FOR CURRENT PILOT PROGRAMS AND DUAL
LANGUAGE IMMERSION CLASSES

SECTION 7.15.(a) Section 8.7(i) of S.L. 2016-94 is repealed.

SECTION 7.15.(b) Notwithstanding G.S. 115C-301 or Section 1(b) of S.L.
2017-9, local school administrative units approved by the State Board of Education to
participate in the teacher compensation models and advanced teaching roles pilot program
established under Section 8.7 of S.L. 2016-94 may allow a certain number of schools that were
identified in their proposals to exceed individual class size requirements in kindergarten
through third grade for the duration of the pilot program ending with the 2019-2020 school year
as follows:
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1) Chapel-Hill Carrboro City Schools: 20 schools.

2) Charlotte-Mecklenburg Schools: 46 schools.

3 Edgecombe County Schools: 14 schools.

4) Pitt County Schools: four schools.

5) Vance County Schools: three schools.

(6) Washington County Schools: five schools.

SECTION 7.15.(c) In addition to the schools listed in subsection (b) of this
section, schools participating in the existing Project LIFT, Inc.,, program in
Charlotte-Mecklenburg Schools (CMS) may exceed individual class size requirements in
kindergarten through third grade for the duration of that program. The schools participating in
the Project LIFT, Inc., program are those schools within the feeder area for West Charlotte
High School governed by the collaborative agreement between the CMS Board of Education
and Project Leadership and Investment for Transformation.

SECTION 7.15.(d) G.S. 115C-301, as amended by Section 2 of S.L. 2017-9, reads
as rewritten:

"8 115C-301. Allocation of teachers; class size.

(© Maximum Class Size for Kindergarten Through Third Grade. — The average class
size for kindergarten through third grade in a local school administrative unit shall at no time
exceed the funded allotment ratio of teachers to students in kindergarten through third grade. At
the end of the second school month and for the remainder of the school year, the size of an
individual class in kindergarten through third grade shall not exceed the allotment ratio by more
than three students. The funded class size allotment ratio for kindergarten through third grade
shall be as follows:

1) For kindergarten, one teacher per 18 students.
2 For first grade, one teacher per 16 students.
3) For second grade, one teacher per 17 students.
4) For third grade, one teacher per 17 students.

In grades four through 12, local school administrative units shall have the maximum
flexibility to use allotted teacher positions to maximize student achievement.

(cl) Class size requirements for kindergarten through third grade provided in subsection
(c) of this section shall not apply to dual language immersion classes. For the purposes of this
subsection, dual language immersion classes are classes in which (i) at least one-third of the
students' dominant language is English and (ii) instruction involves both English and a target
foreign language, with a minimum of fifty percent (50%) of core content taught in the target
foreign language in order to promote dual language proficiency for all students.

"

SECTION 7.15.(e) Subsection (b) of this section expires June 30, 2020. Subsection
(d) of this section applies beginning with the 2017-2018 school year.

ARTS EDUCATION REQUIREMENT

SECTION 7.15A.(a) The State Board of Education shall modify the State
graduation requirements to include one required credit in arts education to be completed by
each student at any time in grades six through 12.

The State Board of Education shall implement this arts education graduation
requirement beginning with students entering the sixth grade in 2018. The State Board shall
include an exemption from the arts education graduation requirement for students transferring
into a North Carolina public school beginning in the ninth grade or later if such requirement
would prevent a student from graduating with the graduation cohort to which the student was
assigned when transferring.

SECTION 7.15A.(b) The State Board of Education shall do the following:
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1) Establish procedures and a time line for a phased-in implementation of the
arts education graduation requirement.

2 Establish the minimum criteria to meet the arts education graduation
requirement.

3) By December 15, 2018, report to the Joint Legislative Education Oversight

Committee on the following:

a. The statewide implementation of the three interdependent
components of comprehensive arts education (arts education, arts
integration, and arts exposure).

b. The graduation requirement set forth in this section.

IMPROVE EDUCATION FINANCIAL AND INFORMATION TRANSPARENCY

SECTION 7.16.(a) The Department of Public Instruction shall implement the
School Business System Modernization Plan, as proposed by the State Board of Education in
the report required by Section 8.15(b) of S.L. 2016-94, using the funds appropriated by this act
for that purpose. It is the intent of the General Assembly to fund a multiphase, multiyear project
to (i) modernize State and local education financial, human capital, and school information
systems, (ii) provide for a common reporting system and analytics system, (iii) integrate
financial, payroll, human resources, and related human capital systems through the use of a
new software as a service enterprise resource planning (ERP) solution, make enhancements to
existing local systems, or both, and (iv) link the State licensure system with the upgraded local
systems. The State Superintendent of Public Instruction (State Superintendent) shall review and
improve business processes in the Department of Public Instruction, as appropriate, and
modernize State systems at the Department.

SECTION 7.16.(b) The State Superintendent shall work with the Friday Institute
for Educational Innovation at North Carolina State University, the Government Data Analytics
Center (GDAC), local superintendents, charter school leadership, and local school
administrative unit personnel administrators and finance officers to establish common data
reporting requirements consistent with the Uniform Education Reporting System established by
the State Board of Education. All local school administrative units and charter schools shall
comply with the reporting requirements.

SECTION 7.16.(b1) The State Superintendent shall work with the Friday Institute
for Educational Innovation at North Carolina State University, GDAC, and other State agencies
to improve communication between computer systems. The State Superintendent shall ensure,
to the extent practicable, that its modernized computer systems are able to share data with
computer systems at other State agencies, community colleges, and constituent institutions of
The University of North Carolina.

SECTION 7.16.(c) Of the funds appropriated to the Department of Public
Instruction by this act for the school business system modernization plan for the 2017-2019
fiscal biennium, the Department may use the sum of up to one million four hundred thirty
thousand dollars ($1,430,000) in the 2017-2018 fiscal year and one million four hundred
twenty thousand dollars ($1,420,000) in the 2018-2019 fiscal year to establish positions, to
contract for services, or both for business-specific project management. The State
Superintendent shall be responsible for the implementation of the activities specified under this
subsection and may appoint one of the positions established pursuant to Section 7.10 of this act
to oversee the business-specific project management required to implement the school business
system modernization plan and other operating costs as necessary.

SECTION 7.16.(d) Of the funds appropriated to the Department of Public
Instruction by this act for the school business system modernization plan for the 2017-2019
fiscal biennium, the Department shall transfer up to three million two hundred fifty thousand
dollars ($3,250,000) for the 2017-2018 fiscal year and up to two hundred fifty thousand dollars
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($250,000) for the 2018-2019 fiscal year to GDAC to leverage existing public-private
partnerships for the development and deployment of a data integration service that consolidates
data from financial, human resources, licensure, student information, and related systems.
Implementation shall also include development and deployment of a modern analytical
platform and reporting environment. By December 1, 2017, GDAC shall execute any
contractual agreements and interagency data sharing agreements necessary to develop the
reporting system established by this section.

SECTION 7.16.(e) As required by Section 8.15(c) of S.L. 2016-94, the State
Superintendent shall issue a Request for Proposal for an ERP software as a service solution by
October 1, 2017. The State Superintendent may issue additional requests for proposals as
needed to complete the requirements of subsection (a) of this section. The State Superintendent
shall select the vendors for the development and implementation of the ERP and other
enhancement solutions.

SECTION 7.16.(f) Prior to executing any contractual agreements and interagency
data sharing agreements necessary to develop the financial reporting system as provided for in
this section, the State Superintendent shall submit to the Joint Legislative Education Oversight
Committee (Committee) and the Fiscal Research Division an initial report by September 15,
2017, on the progress of GDAC's development and deployment of a data integration service
that consolidates data from financial, human resources, licensure, student information, and
related systems. The State Superintendent shall also submit an interim report to the Committee
and the Fiscal Research Division by January 30, 2018, on the selection of a vendor for an ERP
software as a service solution. Thereafter, the State Superintendent shall submit annual reports
to the Committee and the Fiscal Research Division by March 15 of each year on the
expenditure of funds for the project and progress of implementation until the completion of the
project.

SECTION 7.16.(g) Funds appropriated to the Department of Public Instruction for
the 2017-2019 fiscal biennium to implement the school business modernization system shall
not revert at the end of the fiscal year but shall remain available until expended.

OFFICE OF CHARTER SCHOOLS/WEB-BASED RECORD AND DATA
MANAGEMENT

SECTION 7.17.(a) The Department of Public Instruction shall use up to two
hundred thousand dollars ($200,000) each fiscal year of the 2017-2019 fiscal biennium to
support the purchase of a Web-based electronic records and data reporting management system
to automate and streamline reporting and accountability requirements to assist the Office of
Charter Schools (OCS) in complying with the annual reporting obligations of charter schools
from the following available funds:

1) For the 2017-2018 fiscal year, the Department shall use funds appropriated
to the Department for the Uniform Education Reporting System (UERS) by
S.L. 2015-241 for the 2016-2017 fiscal year that were unexpended and did
not revert at the end of the 2016-2017 fiscal year in accordance with Section
8.7 of that act.

2 For the 2018-2019 fiscal year, the Department shall use funds appropriated
to the Department for UERS by this act for the 2017-2018 fiscal year that are
unexpended and do not revert at the end of the 2017-2018 fiscal year in
accordance with Section 7.6 of this act.

SECTION 7.17.(b) The Department shall purchase a system pursuant to subsection

(a) of this section that meets all of the following requirements:

1) Allows OCS to develop and assign submission types to manage compliance
with applicable law, control document transparency reporting, and create
and manage users and roles throughout the system.
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)

(3)
(4)

Controls collections of documents to assist in core authorizing functions,
including the charter school application and charter school renewal
processes.

Provides for the visualization of academic, financial, and demographic

information for either an individual school or a portfolio of charter schools.

Provides for the safe and secure electronic storage of documents in a Tier 3

datacenter that meets the following standards:

a. Sarbanes-Oxley Act (SOX) compliant, including Statement on
Auditing Standards (SAS) No. 70, Statement on Standards for
Attestation Engagements (SSAE) No. 16, Service Organization
Control (SOC) No. 1, and SOC No. 2.

b. Health Insurance Portability and Accountability Act (HIPAA)
compliant, including the Office for Civil Rights (OCR) HIPAA Audit

Protocol.

C. Payment Card Industry (PCl) Data Security Standard (DSS)
compliant.

d. Safe Harbor certification program compliant.

COOPERATIVE INNOVATIVE HIGH SCHOOL FUNDING CHANGES

SECTION 7.22.(a) Legislative Findings. — The General Assembly finds the
following in regard to the State's long-term, ongoing investment in providing high school
students with opportunities to obtain postsecondary credit and career credentials at no cost to
the student in order to maximize cost savings to students in obtaining a postsecondary

education:

(1)

)

©)

Dual enrollment opportunities for high school students have been available
in the State for many years but began to significantly grow in the early- to
mid-2000s as a result of the General Assembly's enactment of the Innovative
Education Initiatives Act and the establishment of the cooperative innovative
high school program pursuant to Part 9 of Article 16 of Chapter 115C of the
General Statutes. This act demonstrated the State’s commitment in
prioritizing cooperative efforts between secondary schools and institutions of
higher education so as to reduce the high school dropout rate, increase high
school and college graduation rates, decrease the need for remediation in
institutions of higher education, and raise certificate, associate, and bachelor
degree completion rates.

To ensure continued efficiency in the investment of State funds to provide
postsecondary dual enrollment programs for high school students, the
General Assembly directed the State Board of Education and the State Board
of Community Colleges to jointly establish the Career and College Promise
Program pursuant to Section 7.1A of S.L. 2011-145, effective January 1,
2012, to consolidate existing cooperative efforts between secondary schools
and institutions of higher education by providing (i) for specific pathways
for obtaining college credit that is transferable to community colleges and
institutions of higher education, (ii) for college credit leading to a
subject-area certificate, diploma, or degree, and (iii) through enrollment at a
cooperative innovative high school, enabling students to concurrently obtain
a high school diploma and to begin or complete an associate degree
program, master a certificate or vocational program, or earn up to two years
of college credit within five years.

The recent growth in the establishment of cooperative innovative high
school programs has resulted in a steady increase in full-time equivalent
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(4)

()

(6)

(7)

(FTE) student enrollment at community colleges due to the maturation of
those programs, including an increase of one hundred forty percent (140%)
in FTE enrollment for these students between 2008-2009 and 2013-2014.
The implementation of other Career and College Promise pathways enabling
certain traditional high school students to concurrently enroll in
postsecondary courses leading to a defined academic goal has also resulted
in a recent rise in student enrollment at community colleges with a thirty
percent (30%) increase in the College Transfer pathway and a twenty-one
percent (21%) increase in the Career and Technical Education pathway
between 2012-2013 and 2013-2014.

For the 2013-2014 academic year, the General Assembly appropriated

fifty-seven million dollars ($57,000,000) in State funds to cover community

college FTE for 11,389 students during the first year of full implementation
of the Career and College Promise Program.

For the 2015-2016 fiscal year, the General Assembly appropriated the

following amounts to cover the cost of cooperative innovative high schools

and other Career and College Promise programs:

a. For the cooperative innovative high school allotment, the sum of
twenty-five million four hundred eighty-eight thousand seven
hundred twenty-five dollars ($25,488,725).

b. For community college FTE for the following:

1. For students enrolled in cooperative innovative high schools,
the sum of forty-two million two hundred ninety-one
thousand three hundred eighty-six dollars ($42,291,386).

2. For students enrolled in courses that count toward the College
Transfer pathway, the sum of twenty-one million three
hundred forty-three thousand five hundred seven dollars
($21,343,507).

3. For students enrolled in courses that count toward the Career
and Technical Education pathway, the sum of twenty-one
million seven hundred eight thousand nine hundred thirty-two
dollars ($21,708,932).

C. For the reimbursement of tuition for constituent institutions of the
University of North Carolina as a partner institution of higher
education to a cooperative innovative high school, the sum of one
million nine hundred forty-five thousand two hundred one dollars
($1,945,201).

d. For the reimbursement of tuition for private colleges located in North
Carolina that are a partner institution of higher education to a
cooperative innovative high school, the sum of four hundred
fifty-seven thousand six hundred thirty-nine dollars ($457,639).

Since considerable State funds have been appropriated on an ongoing basis

to cover the cost of high school student enrollment at community colleges,

constituent institutions, and approved private colleges pursuant to

G.S. 115C-238.54 and G.S. 115D-5(b)(12) as part of the Career and College

Promise programs, it is necessary to examine the total cost of these programs

and prioritize the appropriation of State funds to achieve the General

Assembly's goal of maximizing cost savings to students in obtaining a

postsecondary education. This shall include reducing the amount of funds

allocated to local school administrative units for the cooperative innovative
high school allotment.
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SECTION 7.22.(b) Study. — In accordance with the legislative finding set forth in
subdivision (7) of subsection (a) of this section, by February 15, 2018, the State Board of
Community Colleges, the Board of Governors of The University of North Carolina, and the
State Board of Education shall study and report to the Senate Appropriations Committee on
Education/Higher Education, the House Appropriations Committee on Education, the Fiscal
Research Division, and the Joint Legislative Education Oversight Committee on the costs
associated with the Career and College Promise Program, including operation of cooperative
innovative high schools and the cost of concurrent enrollment in the high school and the
institution of higher education, student outcomes related to the Program, and any legislative
recommendations on modifications to the administration and funding for the Program.
Legislative recommendations shall also specifically address the use of the funds for the
cooperative innovative high school allotment, whether the allotment is necessary for the
operation of the schools, and how modification or discontinuation of the allotment would
impact the programs.

SECTION 7.22.(c) Cooperative Innovative High School Allotment Amount. — Of
the funds appropriated to the Department of Public Instruction by this act for the 2017-2019
fiscal biennium, the Department of Public Instruction shall allocate from the cooperative
innovative high school supplemental allotment the sum of two hundred thousand dollars
($200,000) in recurring funds each fiscal year to a local school administrative unit for the
operation of each authorized cooperative innovative high school located in the unit that was
approved by the State Board of Education pursuant to G.S. 115C-238.51A(c), except for a
cooperative innovative high school operated by a regional school board of directors pursuant to
G.S. 115C-238.50A(3a).

SECTION 7.22.(d) Reporting Requirement on the Career and College Promise
Programs. — G.S. 115D-5 is amended by adding a new subsection to read:

"(x) In addition to the evaluation of cooperative innovative high schools by the State
Board of Education pursuant to G.S. 115C-238.55, the State Board of Community Colleges, in
conjunction with the State Board of Education and the Board of Governors of The University
of North Carolina, shall evaluate the success of students participating in the Career and College
Promise Program, including the College Transfer pathway and the Career and Technical
Education pathway. Success shall be measured by high school retention rates, high school
completion rates, high school dropout rates, certification and associate degree completion,
admission to four-year institutions, postgraduation employment in career or study-related
fields, and employer satisfaction of employees who participated in the programs. The Boards
shall jointly report by January 15 of each year to the Joint Legislative Education Oversight
Committee."

PREPARING FUTURE WORKFORCE IN CODING AND MOBILE APP
DEVELOPMENT GRANT PROGRAM

SECTION 7.23.(a) Program Purpose. — The Department of Public Instruction shall
establish the Coding and Mobile Application Grant Program (Program) to develop industry
partnerships with local school administrative units and charter schools to design and implement
computer science, coding, and mobile application development curricular programs for middle
school and high school students. Funds appropriated for the Program shall be used to award
competitive grants of up to four hundred thousand dollars ($400,000) each fiscal year to grant
recipients. Grant funds shall be used for the purchase of equipment, digital materials, and
related capacity building activities, which may include teacher professional development for
coding, computer science, and mobile application development initiatives. Grant recipients
shall use no more than five percent (5%) of the grant award each fiscal year for administrative
costs.
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SECTION 7.23.(b) Program Criteria and Guidelines; Applications. — By August
15, 2017, the Superintendent of Public Instruction shall establish criteria and guidelines for
grant applications and Program requirements for local school administrative units and charter
schools, including sufficient curricular rigor for courses offered to students. The Department of
Public Instruction shall accept applications for the first year of the Program until October 15,
2017. For subsequent fiscal years in which funds are available for new applications to the
Program, the Department shall accept applications until May 15 of that year. Grant applicants
shall submit at least the following information in their applications:

(1) A description of how the proposed partnership initiative will provide
increased career opportunities for students to engage in high-wage,
high-skill, and high-demand occupations.

2 Demonstrated evidence of employer demand for the partnership initiative
and related career and technical education (CTE) training, including
documentation of industry involvement in the partnership initiative.

3) A proposed budget for the partnership initiative, including demonstrated
commitment of local or regional partners to sustain the programs beyond the
initial grant funding.

4) A description of how the proposed initiative aligns with other programs,
including CTE, Career and College Pathways, and postsecondary programs
and, if appropriate, how equipment necessary for the initiative will be
utilized by partners.

(5) A description of how the project will create innovative, nontraditional, and
immediate career pathways for students to enter high demand jobs in the
development of mobile software applications.

SECTION 7.23.(c) Selection of Recipients. — In selecting recipients for the

Program, the Superintendent of Public Instruction shall consider diversity among the pool of
applicants, including geographic location, the positive impact on the community of industry
partnerships, and the size of the student population served by the recipient, in order to award
funds to the extent possible to grant recipients that represent different characteristics of the
State. The Superintendent of Public Instruction shall select initial grant recipients by November
15, 2017, to begin implementation of the partnership initiatives under the Program as early as
the spring semester of the 2017-2018 school year. For subsequent fiscal years in which funds
are available for new applications to the Program, the Superintendent shall select grant
recipients by July 15 of that year.

SECTION 7.23.(d) Reporting Requirements. — By August 1 of each year of the

Program, grant recipients shall submit a report to the Department of Public Instruction,
beginning with an initial report by August 1, 2018, for the preceding year in which grant funds
were expended that provides at least the following information on the partnership initiative:

(1)  The use of grant funds.

2 The number of students by grade level participating in the partnership
initiative.

3 The number of students who subsequently participated in work-based
opportunities, internships, or apprenticeship programs and a description of
the types of opportunities for those students.

4) Student outcome data regarding job attainment and postsecondary
opportunities as a result of the partnership initiative.

(5) Any other information the Superintendent of Public Instruction deems
necessary.

By September 15 of each year of the Program, the Department shall report to the

Joint Legislative Education Oversight Committee and the Fiscal Research Division, beginning
with an initial report by September 15, 2018, on grant recipients and implementation of the
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program, including the information required to be reported to the Department pursuant to this
subsection and any legislative recommendations for modifications or expansion of the Program.

EXPAND SCHOOL CONNECTIVITY INITIATIVE/CYBERSECURITY AND RISK
MANAGEMENT
SECTION 7.23A.(a) The State Board of Education and the Department of Public
Instruction, in collaboration with the Friday Institute at North Carolina State University, shall
expand the School Connectivity Initiative client network engineering to include cybersecurity
and risk management services supporting local school administrative units and charter schools.
The expansion shall include the following:

1) Continuous monitoring and risk assessment. — Cloud-based solution to
discover assets, assess their security posture, and recommend corrective
actions based on real-world risk reduction.

2 Security advisory and consulting services. — Five regional security
consultants working with schools to assess security posture and develop and
implement improvement plans. The plans shall include security policy,
building security programs, implementing effective security controls, and
ongoing support for operating security governance.

3) Security training and education services. — Security training and education
for teachers, staff, and administrators.

SECTION 7.23A.(b) Of the funds appropriated by this act to the Department of

Public Instruction for the 2017-2019 fiscal biennium the sum of three hundred fifty thousand
dollars ($350,000) in nonrecurring funds shall be used for the 2017-2018 fiscal year to develop
and implement the new cybersecurity and risk management services to support public school
cybersecurity and risk management service operations.

REPORT ON CURSIVE WRITING AND MULTIPLICATION TABLES

SECTION 7.23B. The State Board of Education and the Department of Public
Instruction shall report to the Joint Legislative Education Oversight Committee by March 30,
2018, regarding the measures taken by each local school administrative unit to implement the
requirements regarding cursive writing and memorization of the multiplication tables pursuant
to G.S. 115C-81(k) and (I) and to ensure that those requirements are met.

K-3 CLASS SIZE REQUIREMENTS/BUILDING CAPACITY REPORT
SECTION 7.23C. G.S. 115C-301(f), as amended by Section 2(b) of S.L. 2017-9,
reads as rewritten:

"(f)  Biannual Reports. — At the end of September and end of February of each school
year, each local board of education, through the superintendent, shall file a report, based on
information provided by the principal, for each school within the local school administrative
unit with the Superintendent of Public Instruction. The report shall be filed in a format
prescribed by the Superintendent of Public Instruction and shall include the organization for
each school in the local school administrative unit, including the following information:

1) For each class in each grade level at each school, the following:

a. The duties of the teacher.
b. The source of funds used to pay for the teacher.
C. The number of students assigned to the class, including all

exceptions to individual class size maximums in kindergarten
through third grade that exist at that time.
2 For each school, the following:
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a. The number of program enhancement teachers. For the purposes of
this subdivision, program enhancement teachers are teachers who
teach any of the following:

1. Arts disciplines, including dance, music, theater, and the
visual arts.
2. Physical education and health programs.
3. World languages.
b. The source of funds used to pay each program enhancement teacher.

(€)) The average class size for each grade from kindergarten through third grade
in the local school administrative unit.

(3a) Any limitations on the capacity of school facilities for each school in the
local school administrative unit that make it impracticable for the school to
meet individual class size requirements for students in Kindergarten through
third grade without a school facility expansion.

4) Any other information the Superintendent of Public Instruction may require.

The Superintendent of Public Instruction shall conduct periodic audits of the information
reported by the local superintendent under this subsection to confirm the accuracy of reporting
at the local school administrative unit and school level of the average and individual class size
for students in kindergarten through third grade. If the Superintendent of Public Instruction
finds that a local board of education is exceeding class size requirements without application to
the State Board for an allotment adjustment or a waiver of those class size requirements, the
State Board may impose the penalty set forth in subsection (j) of this section until such time the
local board of education receives a waiver or the schools in the unit meet the class size
requirements for kindergarten through third grade."

JOINT LEGISLATIVE TASK FORCE ON EDUCATION FINANCE REFORM

SECTION 7.23D.(a) There is created the Joint Legislative Task Force on
Education Finance Reform (Task Force).

SECTION 7.23D.(b) The Task Force shall consist of nine members of the Senate
appointed by the President Pro Tempore of the Senate and nine members of the House of
Representatives appointed by the Speaker of the House of Representatives. The President Pro
Tempore of the Senate and the Speaker of the House of Representatives shall each appoint a
cochair of the Task Force from among its membership. These appointments shall be made no
later than September 1, 2017.

It is expected that the makeup of the Task Force reflect geographic and urban/rural
diversity. At least one member of the House of Representatives and at least one member of the
Senate shall be from the minority party of their respective chambers.

SECTION 7.23D.(c) In consultation with the State Board of Education and the
Department of Public Instruction, the Task Force shall study various weighted student formula
funding models and develop a new funding model for the elementary and secondary public
schools of North Carolina based on a weighted student formula. As a part of this process, the
Task Force shall do all of the following:

1) Review the State's current public school allotment system and undertake an

in-depth study of various types of weighted student formula funding models.
In its study, the Task Force is encouraged to consider models used by other
states.

(2) Determine the base amount of funds that must be distributed on a per student

basis to cover the cost of educating a student in the State.

3) Identify the student characteristics eligible for weighted funding and the

associated weights for each of these characteristics.
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4) Resolve the extent to which the base amount of funds to be distributed
would be adjusted based on the characteristics of each local school
administrative unit.

(5) Decide which funding elements, if any, would remain outside the base of
funds to be distributed under a weighted student formula.

(6) Study other funding models for elementary and secondary public schools,
including public charter schools, in addition to the weighted student funding
formula.

@) Study funding models to provide children with disabilities with a free
appropriate public education. This shall include a consideration of
economies of scale, the advisability and practicality of capping additional
funding for children with disabilities, and additional costs associated with
services required for particular disabilities.

(8) Study any other issue the Task Force considers relevant.

SECTION 7.23D.(d) The Task Force shall meet upon the call of its cochairs. A

quorum of the Task Force is a majority of its members. No action may be taken except by a
majority vote at a meeting at which a quorum is present. The Task Force, while in the discharge
of its official duties, may exercise all powers provided for under G.S. 120-19 and G.S. 120-19.1
through G.S. 120-19.4. The Task Force may contract for professional, clerical, or consultant
services, as provided by G.S. 120-32.02. If the Task Force hires a consultant, the consultant
shall not be a State employee or a person currently under contract with the State to provide
services. Members of the Task Force shall receive per diem, subsistence, and travel allowance
as provided in G.S. 120-3.1. The expenses of the Task Force shall be considered expenses
incurred for the joint operation of the General Assembly.

SECTION 7.23D.(e) The Legislative Services Officer shall assign professional and
clerical staff to assist the Task Force in its work. The Director of Legislative Assistants of the
House of Representatives and the Director of Legislative Assistants of the Senate shall assign
clerical support to the Task Force.

SECTION 7.23D.(f) Meetings of the Task Force shall begin no later than October
1, 2017. The Task Force shall submit a final report on the results of its study and development,
including proposed legislation, to the Joint Legislative Education Oversight Committee on or
before October 1, 2018, by filing a copy of the report with the Office of the President Pro
Tempore of the Senate, the Office of the Speaker of the House of Representatives, the Joint
Legislative Education Oversight Committee, and the Legislative Library. The Task Force shall
terminate on October 1, 2018, or upon the filing of its final report, whichever comes first.

ELIMINATE ANALYSIS OF STUDENT WORK PROCESS FOR TEACHER
EVALUATIONS
SECTION 7.23E.(a) The State Board of Education shall eliminate the use of the
analysis of student work process and shall prohibit use of an analysis of student work process to
assess teacher performance and professional growth as part of the North Carolina Teacher
Evaluation System.
SECTION 7.23E.(b) The consolidated State plan to be submitted by the State
Board of Education and the Department of Public Instruction to the U.S. Department of
Education as required by the Elementary and Secondary Education Act of 1965, 20 U.S.C. §
6301, et seq., as amended by the Every Student Succeeds Act, P.L. 114-95, shall reflect the
requirements of subsection (a) of this section.
SECTION 7.23E.(c) G.S. 115C-296(e) reads as rewritten:
"(e) The State Board of Education shall develop a mentor program to provide ongoing
support for teachers entering the profession. In developing the mentor program, the State Board
shall conduct a comprehensive study of the needs of new teachers and how those needs can be
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met through an orientation and mentor support program. For the purpose of helping local
boards to support new teachers, the State Board shall develop and distribute guidelines which
address optimum teaching load, extracurricular duties, student assignment, and other working
condition considerations. These guidelines shall provide that initially licensed teachers not be
assigned extracurricular activities unless they request the assignments in writing and that other
noninstructional duties of these teachers be minimized. The State Board shall develop and
coordinate a mentor teacher training program. The State Board shall develop criteria for
selecting excellent, experienced, and qualified teachers to be participants in the mentor teacher
training program, including requiring that mentor teachers have been rated, through formal
evaluations, at least at the "accomplished” level as part of the North Carolina Teacher
Evaluation System-and-have-metexpectations-for-student-growth-System."

SECTION 7.23E.(d) G.S. 115C-296.11(b)(3) reads as rewritten:

"(3)  Educator preparation programs shall ensure clinical educators who supervise

students in residencies or internships meet the following requirements:

a. Be professionally licensed in the field of licensure sought by the
student.

b. Have a minimum of three years of experience in a teaching role.

C. Have been rated, through formal evaluations, at least at the

"accomplished" level as part of the North Carolina Teacher
Evaluation System and have met expectations as part of student
growth-System in the field of licensure sought by the student.”
SECTION 7.23E.(e) This section applies beginning with the 2017-2018 school
year.

SIXTH AND SEVENTH GRADE CTE PROGRAM EXPANSION GRANT PROGRAM
SECTION 7.23F.(a) G.S. 115C-64.15 reads as rewritten:
"§ 115C-64.15. North Carolina Education and Workforce Innovation Commission.

(d) The Commission shall develop and administer the Education and Workforce
Innovation Program, as establlshed under G.S. 115C- 64 16, and make awards of grants under
the Program. : lew
admmrstenng#repr@gr&n%

(d1) The Commission shall develop and administer, in coordination with the State Board
of Education and the Superintendent of Public Instruction, the Career and Technical Education
Grade Expansion Program, as established under G.S. 115C-64.17, and shall make awards of
grants under the Program.

(e The Commission shall publish a report on the Education and Workforce Innovation
Program and the Career and Technical Education Grade Expansion Program on or before April
30 of each year. The report shall be submitted to the Joint Legislative Education Oversight
Committee, the State Board of Education, the State Board of Community Colleges, and the
Board of Governors of The University of North Carolina. The report shall include at least all of
the following information:

(1)  An accounting of how funds and personnel resources were utilized for each
program and their impact on student achievement, retention, and
employability.

2 Recommended statutory and policy changes.

3) Recommendations for improvement of the-each program.

4 For the Career and Technical Education Grade Expansion Program,
recommendations on increasing availability of grants after the first two years
of the program to include additional local school administrative units or
providing additional grants to prior recipients."”
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SECTION 7.23F.(b) Article 6C of Chapter 115C of the General Statutes is
amended by adding a new section to read:
"8 115C-64.17. The Career and Technical Education Grade Expansion Program.

(a) Program Establishment. — There is established the Career and Technical Education
Grade Expansion Program (Program) to expand career and technical education (CTE) programs
by prioritizing the inclusion of students in sixth and seventh grade through grant awards
provided to selected local school administrative units for up to seven years. Funds appropriated
for the Program shall be used to award competitive grants of (i) for the 2017-2018 fiscal year,
up to seven hundred thousand dollars ($700,000) and (ii) for the 2018-2019 fiscal year and
subsequent fiscal years, to the extent that those funds are available, up to one million dollars
($1,000,000) to be allocated to a selected local school administrative unit. Grant funds shall be
used only for employing additional licensed personnel in career and technical education areas,
career development coordination areas, and support service areas necessary for expanding the
CTE program to sixth and seventh grade students. The funds may be used for CTE programs at
one or more schools in the local school administrative unit. Grant funds allocated to the local
school administrative unit each fiscal year under the Program shall not revert but shall be
available for the purpose of the grant program until expended.

(b)  Consideration of Factors in Awarding of Grants. — Local school administrative units
applying for the Program shall submit an application that includes at least the following
information:

(1) A plan for expansion of the CTE program to sixth and seventh grade
students, including the specific programs that will be expanded, the
significance of CTE in the local school administrative unit, and how a grade
expansion would enhance the education program and the community.

(2) A request for the amount of funds, a description of how the funds will be
used, and any other sources of funds available to accomplish the purposes of
this program.

(3) A proposed budget for seven years that provides detail on the use of the
amount of funds to add personnel, increase career development efforts, and
provide support services.

(4) A strategy to achieve meaningful analysis of program outcomes due to the
receipt of grant funds under this section.

(©) Selection of Recipients. — For the 2017-2018 fiscal year, the Commission shall
accept applications for a grant until November 1, 2017. For subsequent fiscal years that funds
are made available for the Program, the Commission shall accept applications for a grant until
August 1 of each year. The Commission shall select recipients in a manner that considers
diversity among the pool of applicants, including geographic location, location of industries in
the area in which a local school administrative unit is located, and the size of the student
population served by the unit, in order to award funds to the extent possible to grant recipients
that represent different regions and characteristics of the State. The Commission shall
recommend recipients of the grants to the State Board of Education. The State Board, upon
consultation with the Superintendent of Public Instruction, shall approve the recipients of grant
awards.

(d)  Allocation of Funds. — Of the funds available for the Program in each fiscal year,
the Commission shall first allocate funds to applicants who received grant funds for the prior
fiscal year for up to seven years. After funds are allocated to prior fiscal year grant recipients,
any remaining funds may be used by the Commission to select new grant recipients. The
Commission, in consultation with the Superintendent of Public Instruction, shall establish rules
regarding any requirements for grant recipients to continue eligibility to receive funds each
fiscal year, including timely and accurate reporting as required under subsection (e) of this
section.
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(e) Reporting Requirements. — No later than August 1 of each year, for up to seven
years after the initial grant award, a grant recipient shall submit to the Department of Public
Instruction, Local Planning Systems Regional Services staff within the Division of Career and
Technical Education, an annual report for the preceding year in which grant funds were
expended that provides at least the following information on the program for sixth and seventh
grade students:

(1)  The use of grant funds, including the CTE programs and courses that have
been expanded in the local school administrative unit to include sixth and
seventh grade students.

(2)  The number of students enrolled in CTE courses as part of the expansion.

(3)  The number of students who subsequently enrolled in CTE courses in high
school.

(4) The number of students who subsequently participated in internships,
cooperative education, or apprenticeship programs.

(5)  The number of students who subsequently earned (i) college credit and (ii)

approved industry certification and credentials.

(6)  Any other information the Division of Career and Technical Education
deems necessary.

The Superintendent of Public Instruction shall provide a report to the Commission by
October 15 of each year based on the information reported to the Local Planning Systems
Regional Services staff under this subsection, including how the grant recipients compare to
CTE programs statewide and whether the programs are aligned with the Master Plan for Career
and Technical Education adopted by the State Board."

SECTION 7.23F.(c) For the 2017-2019 fiscal biennium, the following funds shall
be allocated to the North Carolina Education and Workforce Innovation Commission
(Commission) established in G.S. 115C-64.15, as amended by Section 7.23G of this act, for the
award of grants to grant recipients for the Career and Technical Education Grade Expansion
Program in accordance with G.S. 115C-64.17, as enacted by this section:

1) Of the funds appropriated by this act to the Department of Public Instruction
for the 2017-2019 fiscal biennium, the Department shall allocate the sum of
seven hundred thousand dollars ($700,000) each fiscal year to the
Commission.

2) Of the funds appropriated by this act for the At-Risk Student Services
Alternative School Allotment for the 2018-2019 fiscal year, the Department
of Public Instruction shall allocate the sum of three million five hundred
thousand dollars ($3,500,000) for the 2018-2019 fiscal year to the
Commission.

SECTION 7.23F.(d) The funds allocated to the Commission under subsection (c)

of this section shall not revert at the end of each fiscal year but shall remain available until
expended.

TRANSFER EDUCATION AND WORKFORCE INNOVATION COMMISSION TO
DPI

SECTION 7.23G.(a) The North Carolina Education and Workforce Innovation
Commission (Commission) is hereby transferred to the Department of Public Instruction. This
transfer shall have all of the elements of a Type Il transfer, as described in G.S. 143A-6, except
that the management functions of the Commission, except for the provision of technical
assistance and administrative assistance, including staff, shall not be performed under the
direction and supervision of the Department of Public Instruction.

SECTION 7.23G.(b) G.S. 115C-64.15(a) reads as rewritten:
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"(@ There is created the North Carolina Education and Workforce Innovation
Commission (Commission). The Commission shall be located administratively in the Office-of
the—GovernorDepartment of Public Instruction but shall exercise all its prescribed powers
independently of the Office-of-the-Gevernor-Department of Public Instruction. Of the funds
appropriated for the Education and Workforce Innovation Program established under
G.S. 115C-64.16, up to twe-hundred-thousand-doHars{($200.000)ten percent (10%) of those
funds each fiscal year may be used by the Office—efthe—GovernerDepartment of Public
Instruction to provide technical assistance and administrative assistance, including staff, to the
Commission and for reimbursements and expenses for the Gemmission-Commission for the
Education and Workforce Innovation Program and the Career and Technical Education Grade
Expansion Program."

SECTION 7.23G.(c) Section 23.1(a) of S.L. 2014-100 is repealed.

FUTURE READY STUDENTS
SECTION 7.23H.(a) G.S. 115C-47 reads as rewritten:
"8 115C-47. Powers and duties generally.
In addition to the powers and duties designated in G.S. 115C-36, local boards of education
shall have the power or duty:

(30) To Appoint Advisory Councils. — Local boards of education are authorized
to appoint advisory councils as provided in 6-S-—3156-55.G.S. 115C-55 and
Article 10 of this Chapter.

(34a) To Establish Work-Based Opportunities and Encourage High School to
Work Partnerships. — Each local board of education shall offer at least two
work-based learning opportunities that are related to career and technical
education instruction in the local school administrative unit as required by
G.S. 115C-157. Local boards of education shall also encourage high schools
and local businesses to partner, specifically to target students who may not
seek higher education, and facilitate high school to work partnerships. Local
businesses shall be encouraged to work with local high schools to create
opportunities for students to complete a job shadow, internship, or
apprenticeship. Students may also be encouraged to tour the local business
or clinic, meet with employees, and participate in career and technical
student organizations. Waiver forms may-shall be developed in collaboration
with participating businesses for the protection of both the students and the
businesses.

Each local board of education shall encourage high schools to designate
the Career Development Coordinator or other designee of the local Career
and Technical Education administrator to be the point person for local
businesses to contact. If the person selected is a teacher, the teacher shall
work with the principal and the local Career and Technical Education
administrator to find time in the school day to contact businesses and
develop opportunities for students. The high school shall include a variety of
trades and skilled labor positions for students to interact with and shadow
and shall encourage students who may be interested in a job-shadowing
opportunity to pursue and set up the job shadow.

Each local board of education shall develop a policy with provisions for
students who are absent from school while doing a job shadow to make up
the work. Students shall not be counted as absent when participating in these
work-based learning opportunities or in Career and Technical Education

Senate Bill 257-Seventh Edition Page 39



O©CoOoO~NO O WDN PP

General Assembly Of North Carolina Session 2017

student organization activities. Local boards may determine maximum
numbers of days to be used for job-shadowing activities.

SECTION 7.23H.(b) G.S. 115C-55 reads as rewritten:

"§ 115C-55. Advisory councils.

A board of education may appoint an advisory council for any school or schools within the
local school administrative unit. The purpose and function of an advisory council shall be to
serve in an advisory capacity to the board on matters affecting the school or schools for which
it is appointed. Fhe-Except as otherwise provided under Part 4 of Article 10 of this Chapter for
business advisory councils, the organization, terms, composition and regulations for the
operation of such advisory council shall be determined by the board."”

SECTION 7.23H.(c) G.S. 115C-81(al) reads as rewritten:

"(al) The Basic Education Program shall describe the education program to be offered to
every child in the public schools. It shall provide every student in the State equal access to a
Basic Education Program. Instruction shall be offered in the areas of arts, communication
skills, physical education and personal health and safety, mathematics, media and computer
skills, science, second languages, social studies, and veeational-career and technical education.

Instruction in vecatienal-career and technical education under the Basic Education Program
shall be based on factors including:

1) The integration of academic and wveeational—career and technical
edueation;education.

2 A sequential course of study leading to both academic and occupational
competencies:competencies.

3) Increased student work skill attainment and job placement;placement.

4) Increased linkages, where geographically feasible, between public schools
and community colleges, so the public schools can emphasize academic
preparation and the community colleges can emphasize specific job trairing;
andtraining.

(5) Instruction and experience, to the extent practicable, in all aspects of the
industry the students are prepared to enter."

SECTION 7.23H.(d) G.S. 115C-81.1 reads as rewritten:

"8 115C-81.1. Basic Education Program Funds not to supplant Local funds for schools.

It is the intent of the General Assembly that budget funds appropriated by the General
Assembly for wveeational-career and technical education programs and clerical personnel to
implement the Basic Education Program be used to supplement and not supplant existing State
and local funding for the public schools. Therefore, to the extent that local school
administrative units receive additional State funds for veeational-career and technical education
programs and clerical personnel positions that were previously funded in whole or in part with
nonstate funds, the local governments shall continue to spend for public school operating or
capital purposes in the local school administrative units the amount of money they would have
spent to provide the vecational-career and technical education programs and the school clerical
personnel previously funded with nonstate funds.

Priority shall be given to funding capital needs, particularly those resulting from
implementation of the Basic Education Program.”

SECTION 7.23H.(e) Article 10 of Chapter 115C of the General Statutes reads as

rewritten:

"Article 10.
"Meoeational-Career and Technical Education.
"Part 1. Veeational-Career and Technical Education Programs.
"§ 115C-151. Statement of purpose.
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It is the intent of the General Assembly that veeational-career and technical education be an
integral part of the educational process. The State Board of Education shall administer through
local boards of education a comprehensive program of wvecational—career and technical
education that shall be available to all students, with priority given to students in grades eight
through 12, who desire it in the public secondary schools and middle schools of this State. The
purposes of wvoeational—career and technical education in North Carolina public secondary
schools shall be:pe as follows:

1) Occupational Skill Development. — To prepare individuals for paid or unpaid
employment in recognized occupations, new occupations, and emerging
occupations.

2 Preparation for Advanced Education. — To prepare individuals for
participation in advanced or highly skilled veeatienal-career and technical
education.

3) Career Development; Introductory. — To assist individuals in the making of
informed and meaningful occupational choices.

It is also legislative intent to authorize the State Board of Education to support appropriate
voeatiopal-career and technical education instruction and related services for individuals who
have special vecational-career and technical education needs which can be fulfilled through a
comprehensive vecational-career and technical education program as designated by State Board
of Education policy or federal veeational-career and technical education legislation.

"8 115C-152. Definitions.

The State Board of Education shall provide appropriate definitions to veeatienal-career and
technical education programs, services, and activities in grades 6-12-five through 12 not
otherwise included in this Part. As used in this Part, the following definitions apply, unless the
context requires otherwise:

1) "Career development; introductory™—introductory; or career awareness
program” means an instructional program, service, or activity designed to
familiarize individuals with the broad range of occupations for which special
skills are required and the requisites for careers in such occupations._A
career awareness program offered to elementary school students shall
encourage students to explore career pathways and prepare students for the
transition to middle school career planning.

2) "Comprehensive voeational—career and technical education” means
instructional programs, services, or activities directly related to preparation
for and placement in employment, for advanced technical preparation, or for
the making of informed and meaningful educational and occupational
choices.

3) "Occupational skill development™ means a program, service, or activity
designed to prepare individuals for paid or unpaid employment as
semiskilled or skilled workers, technicians, or professional-support
personnel in recognized occupations and in new and emerging occupations
including occupations or a trade, technical, business, health, office,
homemaking, homemaking-related, agricultural, marketing, and other
nature. Instruction is designed to fit individuals for initial employment in a
specific occupation or a cluster of closely related occupations in an
occupational field. This instruction includes education in technology,
manipulative skills, theory, auxiliary information, application of academic
skills, and other associated knewledges-abilities.

4) "Preparation for advanced education™ means a program, service, or activity
designed to prepare individuals for participation in advanced or highly
skilled post-secondary and technical education programs leading to
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employment in specific occupations or a cluster of closely related
occupations and for participation in weeational—career and technical
education teacher education programs.

"8 115C-153. Administration of veeational-career and technical education.

The State Board of Education shall be the sole State agency for the State administration of
voeational-career and technical education at all levels, shall be designated as the State Board of
Mecational-Career and Technical Education, and shall have all necessary authority to cooperate
with any and all federal agencies in the administration of national acts assisting vecational
career and technical education, to administer any legislation pursuant thereto enacted by the
General Assembly of North Carolina, and to cooperate with local boards of education in
providing veeational-career and technical education programs, services, and activities for youth
and adults residing in the areas under their jurisdiction.

"8 115C-154. Duties of the State Board of Education.

In carrying out its duties, the State Board of Education shall develop and implement any
policies, rules, regulations, and procedures as necessary to ensure wvecational—career and
technical education programs of high quality. The State Board of Education shall prepare a
Master Plan for Mecational—Career and Technical Education. The plan, to be updated
periodically, shall ensure minimakly—that:that, at a minimum, the following activities are
accomplished:

1) Acrticulation shall occur with institutions, agencies, councils, and other
organizations having responsibilities for work force preparedness.

2 Business, industrial, agricultural, and lay representatives—including—parents
of —students—enrolled—in—Vocational—and—Technical—Education—courses:
representatives organized as business advisory eommittees—councils under
Part 4 of this Article have been utilized in the development of decisions
affecting veeational-career and technical education programs and services.

3) Public hearings are conducted annually to afford the public an opportunity to
express their views concerning the State Board's plan and to suggest changes
in the plan.

4) The plan describes the State's policy for weeational-career and technical
education and the system utilized for the delivery of veeatienal-career and
technical education programs, services, and activities. The policy shall
include priorities of curriculum, integration of weeatienal—career and
academic education, technical preparation, and youth apprenticeships.

(5) A professionally and occupationally qualified staff is employed and
organized in a manner to assure efficient and effective State leadership for
voeational-career and technical education. Provisions shall be made for such
functions as: planning, administration, supervision, personnel development,
curriculum development, voeational-career and technical education student
organization and coordination research and evaluation, and such others as
the State Board may direct.

(6) An appropriate supply of qualified personnel is trained for program
expansion and replacements through cooperative arrangements with
institutions of higher education and other institutions or agencies, including
where necessary financial support of programs and curriculums designed for
the preparation of veeational-career and technical education administrators,
supervisors, coordinators, instructors, and support personnel.

@) Minimum standards shall be prescribed for personnel employed at the State
and local levels.

(8) Local boards of education submit to the State Board of Education a local
plan for veeational-career and technical education that has been prepared in
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(9)

(10)

"§ 115C-154.1.

accordance with the procedures set forth in the Master Plan for \oeational
Career and Technical Education.

Appropriate  minimum standards for weeational—career and technical
education programs, services, and activities shall be established,
promulgated, supervised, monitored, and maintained. These standards shall
specify characteristics such as program objectives, competencies, course
sequence, program duration, class size, supervised on-the-job experiences,
voeational—career _and technical education student organization,
school-to-work transition programs, qualifications of instructors, and all
other standards necessary to ensure that all programs conducted by local
school administrative units shall be of high quality, relevant to student
needs, and coordinated with employment opportunities.

A system of continuing qualitative and quantitative evaluation of all
voeational-career and technical education programs, services, and activities
supported under the provisions of this Part shall be established, maintained,
and utilized periodically. One component of the system shall be follow-up
studies of employees and former students of veeational-career and technical
education programs who have been out of school for one year, and for five
years to ascertain the effectiveness of instruction, services, and activities.
Approval of local veeational-career_and technical education plans or

applications.
The State Board of Education shall not approve any local veeational-board of education

career and technical education plans or applications urtess:unless the plan or application meets

all of the following conditions:

(1)

(2)

(3)

(4)

()

The programs are in accordance with the purposes of GS:
115C-15%:G.S. 115C-151.

The veeational-career and technical education programs and courses are not
duplicated within a local school administrative unit, unless the unit has data
to justify the duplication or the unit has a plan to redirect the duplicative
programs within three years;years.

For all current job skill programs, there is a documented need, based on
labor market data or follow-up data, or there is a plan to redirect the program
within two years;years.

New vecational-career and technical education programs show documented
need based on student demand, or for new job skill programs, based on
student and labor market demand:-arddemand.

All programs are responsive to technological advances, changing
characteristics of the work force, and the academic, technical, and attitudinal
development of students.

The local board of education establishes a business advisory council in
accordance with Part 4 of this Article. The local board of education shall
submit information regarding ongoing consultation with the advisory council
as part of the career and technical education local planning system
maintained by the State Board of Education and the Department of Public
Instruction.

Local programs using the cooperative vecational-career and technical education method
shall be approved subject to students enrolled being placed in employment commensurate with
the respective program criteria.

"§ 115C-154.2. Moeational-Career and technical education equipment standards.

The State Board of Education shall develop equipment standards for each veeatienal-career

and technical education program level and shall assist local school administrative units in
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determining the adequacy of equipment for each veeatienal-career and technical education
program available in each local school administrative unit.

The State Board shall also develop a plan to assure that minimum equipment standards for
each program are met to the extent that State, local, and federal funds are available for that
purpose. The State Board shall consider all reasonable and prudent means to meet these
minimum equipment standards and to ensure a balanced wveeational—career and technical
education program for students in the public schools.

"8 115C-155. Acceptance of benefits of federal voeational-career and technical education
acts.

The State of North Carolina, through the State Board of Education, may accept all the
provisions and benefits of acts passed by the Congress of the United States providing federal
funds for vecational-career and technical education programs: Provided, however, that the State
Board of Education shall not accept those funds upon any condition that the public schools of
this State shall be operated contrary to any provision of the Constitution or statutes of this
State.

"8 115C-156. State funds for veeational-career and technical education.

It is the intent of the General Assembly of North Carolina to appropriate funds for each
fiscal year to support the purposes of veeational-career and technical education as set forth in
G.S. 115C-151. From funds appropriated, the State Board of Education shall establish a sum of
money for State administration of veeational-career and technical education and shall allocate
the remaining sum on an equitable basis to local school administrative units, except that a
contingency fund is established to correct excess deviations that may occur during the regular
school year. In the administration of State funds, the State Board of Education shall adopt such
policies and procedures as necessary to ensure that the funds appropriated are used for the
purpose stated in this Part and consistent with the policy set forth in the Master Plan for
Veeational-Career and Technical Education.

"8 115C-156.2. Industry certifications and credentials program.

@ It is the intent of the State to encourage students to enroll in and successfully
complete rigorous coursework and credentialing processes in career and technical education to
enable success in the workplace. To attain this goal, to the extent funds are made available for
this purpose, students shall be supported to earn State Board of Education approved industry
certifications and eredentials:credentials as follows:

1) Students enrolled in public schools and in career and technical education
courses shall be exempt from paying any fees for one administration of
examinations leading to industry certifications and credentials pursuant to
rules adopted by the State Board of Education.

(2 Each school year, at such time as agreed to by the Department of Commerce
and the State Board of Education, the Department of Commerce shall
provide the State Board of Education with a list of those occupations in high
need of additional skilled employees. If the occupations identified in such
list are not substantially the same as those occupations identified in the list
from the prior year, reasonable notice of such changes shall be provided to
local school administrative units.

3) Local school administrative units shall consult with their local industries,
employers, business advisory councils, and workforce development boards
to identify industry certification and credentials that the local school
administrative unit may offer to best meet State and local workforce needs.

(b) Beginning in 2044.2017, the State Board of Education shall report to the Joint
Legislative Education Oversight Committee by September-November 15 of each year on the
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number of students in career and technical education courses who earned (i) community college
credit and (ii) related industry certifications and credentials.
"8 115C-157. Responsibility of local boards of education.

(a) Each local school administrative unit, shall provide free appropriate vecational
career and technical education instruction, activities, and services in accordance with the
provisions of this Part for all youth, with priority given to youth in grades eight through 12,
who elect the instruction and shall have responsibility for administering the instruction,
activities, and services in accordance with federal and State law and State Board of Education
policies.

(b) Each local school administrative unit shall offer as part of its career and technical
education program at least two work-based learning opportunities that are related to career and
technical education instruction. A work-based learning opportunity shall consist of on-the-job
training through an internship, cooperative education, or an apprenticeship program meeting
the requirements of Chapter 115D of the General Statutes.

(©) Each local board of education is encouraged to implement a career awareness
program for students in grade five to educate students on the career and technical education
programs offered in the local school administrative unit. A local board of education that adopts
a_career awareness program for fifth grade students shall report on program activities and
student outcomes from the prior school year to the State Board of Education by October 1 of
each year. By November 15 of each year, the State Board shall submit a consolidated report to
the Joint Legislative Education Oversight Committee on program outcomes and any legislative
recommendations based on local board of education reports.

"8 115C-157.5. Extended vear agriculture education program; evaluation of career and
technical education agriculture teacher personnel.

Local boards of education shall provide career and technical education agriculture teacher
personnel with adequate resources to provide a career and technical education agriculture
education program for 12 calendar months, which includes work-based learning services and
instructional and leadership development. A local board of education shall require that career
and technical education agriculture teacher personnel who are employed for 12 calendar
months, pursuant to G.S. 115C-302.1, are evaluated in the same manner as teachers evaluated
in accordance with G.S. 115C-333 or G.S. 115C-333.1, as applicable.

"§ 115C-158. Federal funds division.

The division between secondary and post-secondary educational systems and institutions of
federal funds for which the State Board of Meoecational-Career and Technical Education has
responsibility shall, within discretionary limits established by law, require the concurrence of
the State Board of Education and the State Board of Community Colleges on and after January
1, 1981. The portion of the approved State Plan for post-secondary wveeational—career and
technical education required by G.S. 115C-154 shall be as approved by the State Board of
Community Colleges.

"Part 2. Mocational-Career and Technical Education Production Work Activities.
"§ 115C-159. Statement of purpose.

It is the intent of the General Assembly that practical work experiences within the school
and outside the school, which are valuable to students and which are under the supervision of a
teacher, should be encouraged as a part of vecational-career and technical education instruction
in the public secondary schools and middle schools when those experiences are organized and
maintained to the best advantage of the veeational-career and technical education programs.
Those activities are a part of the instructional activities in the vecational-career and technical
education programs and are not to be construed as engaging in business. Those services,
products, and properties generated through these instructional activities are exempt from the
requirements of G-S—115C-518:-thelecalboard-G.S. 115C-518. Local boards of education shall
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adopt rules for the disposition of these services, products, and properties. Local boards of
education may use available financial resources to support that instruction.
"8 115C-160. Definitions.

The State Board of Education shall provide appropriate definitions necessary to this part of
voeational-career and technical education instruction not otherwise included in this Part. As
used in this Part, the following definitions apply, unless the context requires otherwise:

1) The term "building trades training” means the development of vecational
career skills through the construction of dwellings or other buildings and
related activities by students in veeational-career and technical education
programs.

2 The term “production work™ means production activities and services
performed by wveeational-students in career and technical education classes
under contract with a second party for remuneration.

"8 115C-161. Duties of the State Board of Education.

The State Board of Education is authorized and directed to establish, maintain, and
implement such policies, rules, regulations, and procedures not in conflict with State law or
other State Board policies as necessary to assist local boards of education in the conduct of
production work experiences performed in connection with approved State Board of Education
voeatiopal-career and technical education programs.

"8 115C-162. Use of proceeds derived from production work.

Unless elsewhere authorized in these statutes, local boards of education shall deposit to the
appropriate school account, no later than the end of the next business day after receipt of funds,
all proceeds derived from the sale of products or services from production work experiences.
These proceeds shall be established as a revolving fund to be used solely in operating and
improving veeational-career and technical education programs.

"8 115C-163. Acquisition of land for agricultural education instructional programs.

Local boards of education may acquire by gift, purchase, or lease for not less than the
useful life of any project to be conducted upon the premises, a parcel of land suitable for a land
laboratory to provide students with practical instruction in soil science, plant science,
horticulture, forestry, animal husbandry, and other subjects related to the agriculture
curriculum.

Each deed, lease, or other agreement for land shall be made to the respective local board of
education in which the school offering instruction in agriculture is located; and title to such
land shall be examined and approved by the sehoel-local board of education's attorney.

Any land laboratory thus acquired shall be assigned to the agricultural education program
of the school, to be managed with the advice of an agricultural education advisory
committee-committee or a specialized subcommittee of a business advisory council as provided
under Part 4 of this Article.

The products of the land laboratory not needed for public school purposes may be sold to
the public: Provided, however, that all proceeds from the sale of products shall be deposited in
the appropriate school account no later than the end of the next business day after receipt of
funds. The proceeds shall be established as a revolving fund to be used solely in operating and
improving veeationatcareer and technical education programs.

"8 115C-164. Building trades training.

In the establishment and implementation of production work experience policies, the State
Board of Education shall be guided as follows:

1) Local boards of education may use supplementary tax funds or other local
funds available for the support of wveeatienal-career and technical education
to purchase and develop suitable building sites on which dwellings or other
buildings are to be constructed by vecational-career and technical education
trade classes of each public school operated by local boards of education.
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Local boards of education may use these funds for each school to pay the
fees necessary in securing and recording deeds to these properties for each
public school operated by local boards of education and to purchase all
materials needed to complete the construction of buildings by veeational
career and technical education trade classes and for development of site and
property by other voeational-career and technical education classes. Local
boards of education may use these funds to acquire skilled services,
including electrical, plumbing, heating, sewer, water, transportation, grading,
and landscaping needed in the construction and completion of buildings, that
cannot be supplied by the students in wveeatienal—career and technical
education trade classes.

2 Local boards of education may, in conjunction with or in lieu of subdivision
(1) of this section, contract with recognized building trades educational
foundations or associations in the purchase of land for the construction and
development of buildings: Provided however, that all contracts shall be in
accordance with the requirements set forth by the State Board of Education.

"§ 115C-165. Advisory committee on production work activities.

The local board of education of each local school administrative unit in which the proposed
production work activities are to be undertaken shall appoint appropriate workforce production
advisory committees of no less than three persons residing within that administrative unit for
each program (or in the case of Trade and Industrial Education, for each specialty) for the
purpose of reviewing and making recommendations on such production work activities.
Workforce production advisory committees, including agricultural education advisory
committees under G.S. 115C-163, may be established as specialized subcommittees of the
business advisory councils as provided under Part 4 of this Article. Respective advisory
committee members shall be lay persons who are actively involved in the appropriate business
or trade. No production work activity shall be undertaken without the involvement of the
appropriate advisory committee.

"Part 3. Eye Safety Devices Required.
"8 115C-166. Eye protection devices required in certain courses.

The governing board or authority of any public or private school or educational institution
within the State, wherein shops or laboratories are conducted providing instructional or
experimental pregrams-tavelving:programs, shall provide for and require that every student and
teacher wear industrial-quality eye protective devices at all times while participating in a
program that involves any of the following:

1) Hot solids, liquids or molten metals;metals.

2) Milling, sawing, turning, shaping, cutting, or stamping of any solid
materials;materials.

3) Heat treatment, tempering, or kiln firing of any metal or other
materials;materials.

4) Gas or electric arc welding;welding.

5) Repair or servicing of any vehielerervehicle.

(6) Caustlc or exploswe chemlcals or matenat&materlals

nes-v h am-—These mdustrlal quallty
eye protectlve deV|ces shall be furnlshed free of charge to the student and teacher.
"§ 115C-167. Visitors to wear eye safety devices.

Visitors to sueh-shops and laboratories subject to the requirements of G.S. 115C-166 shall
be furnished with and required to wear sueh-industrial-quality eye safety—protective devices
while sueh-instructional or experimental programs are in progress.
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"Part 4. Business Advisory Councils.
"8 115C-170. Business advisory councils established; members; selection; duties.

(@ Purpose. — Each local board of education shall be assisted by a business advisory
council in the performance of its duties to provide career and technical education instruction,
activities, and services in accordance with this Article. The business advisory council shall
serve local boards of education by identifying economic and workforce development trends
related to the training and educational needs of the local community and advocating for strong,
local career and technical education programs, including career pathway development that
provides work-based learning opportunities for students and prepares students for
post-secondary educational certifications and credentialing for high-demand careers. A
business advisory council established under this Part may serve more than one local board of
education in a region of the State upon the agreement of the members of the council and all of
the local boards of education to be served by that council.

(b)  Workforce Production Subcommittees. — A business advisory council may form a
subcommittee of the council for the purposes of advising a local board of education on
workforce production activities under Part 2 of this Article.

(c) Membership. — Each business advisory council shall have at least nine members.
The council shall be composed of members who reasonably reflect the education, business, and
community makeup of the local school administrative unit that it serves. A majority of the
membership of the council shall be composed of business, industry, and community members
appointed in accordance with subdivision (2) of this subsection, and the remaining members
shall consist of education representatives as follows:

(1)  Education representatives. — The following members shall serve ex officio
on the council to represent each local school administrative unit that the
council serves:

a. The superintendent of the local school administrative unit or his or
her designee.

b. The career and technical education program director of the local
school administrative unit as a nonvoting member.

C. The president of the community college that serves the area in which

the local school administrative unit is located, in whole or in part, or
his or her designee.

d. A principal of a school located within the local school administrative
unit, as assigned by the superintendent.

(2)  Business, industry, and community representatives. — At least five other
members shall serve on the council to represent business and industry
located within each local school administrative unit that the council serves
and the community. Members shall be business, industry, and workforce and
economic _development stakeholders in the community, and community
members, including any of the following:

a. Local business and industry owners.

b. Representatives from local manufacturing centers and factories.

C. Human resource directors employed at businesses and industries in
the community.

d. Representatives from community-based organizations.

e. Representatives from _economic _and _workforce development
organizations.

f. Parents of students enrolled in career and technical education
courses.

a. Representative or manager of the local apprenticeship coalition.
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(d) Initial Terms and Appointments. — Each local board of education shall make the
initial appointment of members of the business advisory council under subdivision (2) of
subsection (c) of this section for terms beginning January 1, 2018. The local board of education
shall divide the initial appointments into three groups if there are only three appointments, and
into four groups as equal in size as practicable if there are more than three appointments, and
shall designate appointments in group one to serve four-year terms, in group two to serve
three-year terms, in group three to serve two-year terms, and in group four to serve one-year
terms.

(e) Subsequent Terms and Appointments. — As terms expire for members appointed as
provided in subsection (d) of this section, the business advisory council shall appoint
subsequent members of the business advisory council under subdivision (2) of subsection (c) of
this section for four-year terms. The local board of education shall establish a policy on the
appointment of subsequent members to the council, including procedures for increasing the
number of members serving on the council. Any vacancies in seats appointed to the council
shall be filled by the remaining members of the council.

) Council Secretary. — The career and technical education program director shall serve
as secretary to the council. If the council serves more than one local board of education, the
program director of each local school administrative unit shall serve as secretary for a period of
time as determined by the members of the council.

(Q) Bylaws. — Each business advisory council shall adopt bylaws establishing
procedures for conducting the business of the council, which shall include at least the
following:

(1) A chair of the business advisory council shall be elected annually by the
members of the council from among the business and industry representative
members of the council.

(2) A majority of the members shall constitute a quorum.

(3)  The business advisory council shall meet at least biannually.

(4)  The chair or three of the members may call a special meeting of the council.

(5)  Procedures for appointing members to the council that are consistent with
the policy adopted by the local board of education under subsection (e) of
this section.

(h)  Public Records. — A business advisory council is subject to the Public Records Act,
Chapter 132 of the General Statutes, and the Open Meetings Law, Article 33C of Chapter 143
of the General Statutes.

(i) Expenses. — The local board of education shall provide for meeting space and
assignment of necessary administrative staff to the business advisory council."

SECTION 7.23H.(f) G.S. 115C-174.25 reads as rewritten:

"§ 115C-174.25. WorkKeys.

To the extent funds are made available for this purpose, the State Board shall plan for and
require local school administrative units to make available the appropriate WorkKeys tests for
all students who complete the—seeend—level—ef—veeaﬂeﬂa#eareepa concentration in career and
technical education courses."

SECTION 7.23H.(g) G.S. 115C-302.1 reads as rewritten:

"§ 115C-302.1. Salary.

(b) Salary Payments. — State-allotted teachers shall be paid for a term of 10 months.
Except for career and technical education agriculture teacher personnel positions as provided
for in this subsection, State-allotted months of employment for veeatienalcareer and technical
education to local boards shall be used for the employment of teachers of veeationalcareer and
technical education for a term of employment to be determmed by the local boards of
education. Hewey M 2 g
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2018- 2019 school vear, career and technlcal educatlon aquculture teacher personnel positions

serving students in grades nine through 12 shall be for a term of employment for 12 calendar
months. A local board of education may fund these positions using any combination of State
funds, local funds, or any other funds available to the local board.

Each local board of education shall establish a set date on which monthly salary payments
to State-allotted teachers shall be made. This set pay date may differ from the end of the month
of service. The daily rate of pay for teachers shall equal midway between one twenty-first and
one twenty-second of the monthly rate of pay. Except for teachers employed in a year-round
school or paid in accordance with a year-round calendar, or both, the initial pay date for
teachers shall be no later than August 31 and shall include a full monthly payment. Subsequent
pay dates shall be spaced no more than one month apart and shall include a full monthly
payment.

Teachers may be prepaid on the monthly pay date for days not yet worked. A teacher who
fails to attend scheduled workdays or who has not worked the number of days for which the
teacher has been paid and who resigns, is dismissed, or whose contract is not renewed shall
repay to the local board any salary payments received for days not yet worked. A teacher who
has been prepaid and continues to be employed by a local board but fails to attend scheduled
workdays may be subject to dismissal under G.S. 115C-325 or other appropriate discipline.

Any individual teacher who is not employed in a year-round school may be paid in 12
monthly installments if the teacher so requests on or before the first day of the school year. The
request shall be filed in the local school administrative unit which employs the teacher. The
payment of the annual salary in 12 installments instead of 10 shall not increase or decrease the
teacher's annual salary nor in any other way alter the contract made between the teacher and the
local school administrative unit. Teachers employed for a period of less than 10 months shall
not receive their salaries in 12 installments.

Notwithstanding this subsection, the term "daily rate of pay" for the purpose of
G.S. 115C-12(8) or for any other law or policy governing pay or benefits based on the teacher
salary schedule shall not exceed one twenty-second of a teacher's monthly rate of pay.

(b2) Waiver of 12 Months of Employment for Career and Technical Education
Agriculture Teacher Personnel. — Notwithstanding subsection (b) of this section, a local board
of education may apply on an annual basis to the Department of Public Instruction and the
North Carolina State University, Agricultural and Extension Education, for a waiver of the
months of employment requirement for any upcoming school year when it is impracticable for
the local board to provide adequate funds to support 12 months of employment for career and
technical agriculture teachers.

(©) Vacation. — Included within the 10-month term shall be annual vacation leave at the
same rate provided for State employees, computed at one-twelfth of the annual rate for State
employees for each month of employment. Local boards shall provide at least 10 days of
annual vacation leave at a time when students are not scheduled to be in regular attendance.
However, instructional personnel who do not require a substitute may use annual vacation leave
on days that students are in attendance. Moeational-Career and technical education teachers who
are employed for 11 or 12 months may, with prior approval of the principal, work on annual
vacation leave days designated in the school calendar and may use those annual vacation leave
days during the eleventh or twelfth month of employment. Local boards of education may
adopt policies permitting instructional personnel employed for 11 or 12 months in year-round
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schools to, with the approval of the principal, take vacation leave at a time when students are in
attendance; local funds shall be used to cover the cost of substitute teachers.

On a day that pupils are not required to attend school due to inclement weather, but
employees are required to report for a workday, a teacher may elect not to report due to
hazardous travel conditions and to take an annual vacation day or to make up the day at a time
agreed upon by the teacher and the teacher's immediate supervisor or principal. On a day that
school is closed to employees and pupils due to inclement weather, a teacher shall work on the
scheduled makeup day.

All vacation leave taken by the teacher will be upon the authorization of the teacher's
immediate supervisor and under policies established by the local board of education. Annual
vacation leave shall not be used to extend the term of employment.

Notwithstanding any provisions of this subsection to the contrary, no person shall be
entitled to pay for any vacation day not earned by that person.

SECTION 7.23H.(h) G.S. 115C-426(f)(2) reads as rewritten:

"(2) The acquisition, construction, reconstruction, enlargement, renovation, or
replacement of buildings and other structures, including but not limited to
buildings for classrooms and laboratories, physical and veeatienal-career and
technical educational purposes, libraries, auditoriums, gymnasiums,
administrative offices, storage, and vehicle maintenance."

SECTION 7.23H.(i) Local school administrative units are encouraged to complete
the application process for the NCWorks Work Ready Certified Communities initiative in
cooperation with local workforce development boards, local economic development boards,
chambers of commerce, business and industry employers, and local community college leaders.
The NCWorks Certified Work Ready Communities initiative encourages local participation to
assist with the following:

1) Informing business and industry employers on the foundational skills
necessary for a productive workforce and providing a method for employers
to communicate their needs.

(2 Providing individuals with an understanding on the skills required by
employers and how to prepare for success.

3) Providing reliable data for the evaluation of the skills gap in a timely manner
at the national, State, and local levels.

4) Informing educators on how to close the skills gap using tools integrated into
career pathways with stackable industry-recognized credentials.

(5) Providing economic developers an on-demand reporting tool to market the
quality of their workforce.

SECTION 7.23H.(j) Of the funds appropriated by this act to the Department of

Public Instruction for the 2017-2019 fiscal biennium, the Department shall establish two new
full-time equivalent positions within the Division of Career and Technical Education dedicated
to assisting local school administrative units in developing business advisory councils in
accordance with Part 4 of Article 10 of Chapter 115C of the General Statutes, as enacted by
subsection (e) of this section, local career pathways, work-based learning opportunities, and
elementary school career awareness curriculum.

SECTION 7.23H.(k) Subsections (a) through (h) of this section apply beginning
with the 2017-2018 school year.

ESTABLISH B-3 INTERAGENCY COUNCIL
SECTION 7.231.(a) Chapter 115C of the General Statutes is amended by adding a
new Atrticle to read:
"Article 6D.
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"B-3 Interagency Council.
"8 115C-64.25. Establishment and membership of B-3 Interagency Council.

(@ There is established the B-3 Interagency Council. The Council is a joint council
between the Department of Health and Human Services and the Department of Public
Instruction and shall consist of 12 voting members and four nonvoting advisory members as
follows:

(1)  The Superintendent of Public Instruction or the Superintendent's designee
shall serve ex officio, with the same rights and privileges, including voting
rights, as other members.
The Associate Superintendent of Early Education at the Department of
Public Instruction shall serve ex officio, with the same rights and privileges,
including voting rights, as other members.
The Secretary of Health and Human Services or the Secretary's designee
shall serve ex officio, with the same rights and privileges, including voting
rights, as other members.
The Deputy Secretary of Human Services at the Department of Health and
Human Services shall serve ex officio, with the same rights and privileges,
including voting rights, as other members.
Four public members appointed by the Speaker of House of Representatives
who represent organizations that focus on early childhood education and
development such as Smart Start and First School.
Four public members appointed by the President Pro Tempore of the Senate
who represent organizations that focus on early childhood education and
development such as Smart Start and First School.
Two members of the House of Representatives appointed by the Speaker of
the House of Representatives to serve as nonvoting advisory members.

(8)  Two members of the Senate appointed by the President Pro Tempore of the

Senate to serve as nonvoting advisory members.

The Deputy Secretary of Human Services and the Associate Superintendent of Early
Education shall serve as cochairs of the Council. Members of the Council shall receive per
diem, subsistence, and travel allowance as provided in G.S.120-3.1, 138-5, or 138-6, as
appropriate.

(b)  Terms for all public members and advisory members except for the initial
appointments shall be for four years. Two of the public members appointed by the Speaker of
the House of Representatives pursuant to subdivision (5) of subsection (a) of this section and
one of the advisory members appointed by the Speaker of the House of Representatives
pursuant to subdivision (7) of subsection (a) of this section shall be appointed for an initial term
of two years. Two of the public members appointed by the President Pro Tempore of the Senate
pursuant to subdivision (6) of subsection (a) of this section and one of the advisory members
appointed by the President Pro Tempore of the Senate pursuant to subdivision (8) of subsection
(a) of this section shall be appointed for an initial term of two years. Terms for members shall
begin on November 1. Members shall serve until their successors are appointed. Any vacancy
in_the membership of the Council shall be filled in the same manner as the original
appointment.

©) The Council shall have as its charge establishing a vision and accountability for a
birth through grade three system of early education that addresses all of the following:

(1)  Standards and assessment.

2 Data-driven improvement and outcomes, including shared accountability
measures such as the NC Pathways to Grade-Level Reading.

(3)  Teacher and administrator preparation and effectiveness.

(4) Instruction and environment.
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(5) Transitions and continuity.

(6) Family engagement.

(7) Governance and funding.

"8 115C-64.26. Powers and duties of B-3 Interagency Council.
The B-3 Interagency Council shall have the following powers and duties:

[€0)] Facilitating the development and implementation of an interagency plan for
a_coordinated system of early care, education, and child development
services with a focus on program outcomes in satisfying the developmental
and educational needs of all children from birth to eight years of age that
includes at least the following:

a. Any recommendations to the Secretary of Health and Human
Services and the Superintendent of Public Instruction on necessary
organizational changes needed within the Departments of Health and
Human Services and Public Instruction to be more responsive to and
supportive of the birth to grade three continuum of early learning and
development in an effort to optimize learning gains realized in the
prekindergarten years.

b. An_early childhood information system that facilitates and
encourages the sharing of data between and among early childhood
service providers and State agencies.

C. An early childhood accountability plan that includes identification of

appropriate _population _indicators and program and _system
performance measures of early success of children such as the NC
Pathways to Grade-Level Reading.

(2) Implementing a statewide longitudinal evaluation of the educational progress
of children from prekindergarten programs through grade 12.

(3)  Collaborating with the Department of Public Instruction, the Department of
Health and Human Services, the North Carolina Partnership for Children,
and other relevant early childhood stakeholders, including members of the
North Carolina Early Childhood Advisory Council, to achieve the goal of a
coordinated system of early care, education, and child development services
for children from birth to eight years of age.

"8 115C-64.27. Reporting requirement.

The Deputy Secretary of Human Services and the Associate Superintendent of Early
Education shall report on a quarterly basis to the Secretary of Health and Human Services and
the Superintendent of Public Instruction on the progress and implementation of any of the
duties and responsibilities of the Council as set forth in this Article.

"8 115C-64.28. Establish position of Associate Superintendent of Early Education to
serve as chief academic officer of early education.

(@ There is established within the Department of Public Instruction the position of
Associate Superintendent of Early Education who shall serve as the chief academic officer of
early education. The Associate Superintendent shall have professional, administrative,
technical, and clerical personnel as may be necessary to assist in carrying out his or her duties.
The Associate Superintendent shall co-lead the work of the B-3 Interagency Council and
oversee the Department of Public Instruction's prekindergarten through third grade initiatives.

(b)  The Associate Superintendent shall be appointed by the Superintendent of Public
Instruction at a salary established by the Superintendent of Public Instruction within the funds
appropriated for that purpose. The Associate Superintendent may be removed from the position
by the Superintendent of Public Instruction in the event of the Associate Superintendent's
incapacity to serve. The Associate Superintendent shall be exempt from the provisions of
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Chapter 126 of the General Statutes, except for Articles 6 and 7 of Chapter 126 of the General
Statutes.

All other staff shall be appointed, supervised, and directed by the Associate Superintendent
and shall be subject to the provisions of Chapter 126 of the General Statutes. Except for the
Associate Superintendent, salaries and compensation of all staff personnel shall be fixed in the
manner_provided by law for fixing and regulating salaries and compensation by other State

agencies."
SECTION 7.23l.(b) G.S. 126-5(cl) is amended by adding a new subdivision to

read:

"(35) The Associate Superintendent of Early Education who serves as chief
academic officer of early education."

SECTION 7.231.(c) The B-3 Interagency Council, established under

G.S. 115C-64.25, as enacted by this section, shall undertake a rigorous review of the
recommendations developed by the Departments of Health and Human Services and Public
Instruction, pursuant to Section 12B.5 of S.L. 2016-94, on (i) the development and
implementation of a statewide vision for early childhood education and (ii) the development
and implementation of a program for transitioning children from preschool to kindergarten. In
its review, the B-3 Interagency Council shall report to the General Assembly and the Governor
suggested modifications, if any, to those recommendations. The B-3 Interagency Council shall
also, if deemed necessary, make suggestions on alternative organizational structures to achieve
greater efficiency and effective delivery of early childhood services, including a consolidation
and restructuring of State agency divisions and offices located within the Department of Public
Instruction and the Department of Health and Human Services into a centralized agency or
office. The Council shall consider at least the following in conducting the review and study:

(1)  The delivery of educational services to young children and their families to
ensure optimal learning for each young child.

2 The collaboration and sharing of data elements necessary to perform quality
assessments and longitudinal analysis across early childhood education and
development services.

3) The coordination of a comprehensive statewide system of professional
development for providers and staff of early care and education and child
development programs and services.

(4)  Areas of duplication in regulating and monitoring of early care and
education and child development programs and services.

(5) The coordination and support of public and private partnerships to aid early
childhood initiatives.

SECTION 7.231.(d) By April 15, 2018, the B-3 Interagency Council shall submit a
report to the Joint Legislative Education Oversight Committee, the Joint Legislative Oversight
Committee on Health and Human Services, and the Joint Legislative Commission on
Governmental Operations on the initial results of the review and study required under
subsection (c) of this section. By February 15, 2019, the B-3 Interagency Council shall submit a
report to the Joint Legislative Education Oversight Committee, the Joint Legislative Oversight
Committee on Health and Human Services, and the Joint Legislative Commission on
Governmental Operations on (i) the final results of the review and study, including its
recommendations and any proposed legislation, and (ii) progress on the development and
implementation of a plan for a coordinated system of early care, education, and child
development services and any other activities prescribed under G.S. 115C-64.26, as enacted by
this section.

SECTION 7.231.(e) Notwithstanding G.S. 115C-64.28, as enacted by this section,
the Superintendent of Public Instruction shall appoint an Associate Superintendent of Early
Education within 60 days of the date this section becomes law.
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SECTION 7.231.(f) Notwithstanding G.S. 115C-64.27, as enacted by this section,
the B-3 Interagency Council shall submit its initial quarterly report to the Superintendent of
Public Instruction and the Secretary of the Department of Health and Human Services by May
15, 2018.

ALLOTMENT TRANSFER REPORT
SECTION 7.23J. G.S. 115C-105.25 reads as rewritten:
"§ 115C-105.25. Budget flexibility.
@) Consistent with improving student performance, a local board shall provide
maximum flexibility to schools in the use of funds to enable the schools to accomplish their
goals.

(c) To ensure that parents, educators, and the general public are informed on how State
funds have been used to address local educational priorities, each local school administrative
unit shall publish the following information on its Web site by October 15 of each year:

3) A description of each allotment transfer that increased or decreased the
initial allotment amount by more than five percent {5%)—and—the—(5%),
including all of the following information:

The amount of the transfer.

The allotment category into which the funds were transferred.

The object code for the funds following the transfer.

A description of any teacher positions fully or partially funded as a

result of the transfer, including all subject areas taught by the teacher

in the position.
The educational priorities that necessitated the transfer.

|20 o |

|®

(d) No later than December 1 of each year, the Department of Public Instruction shall
collect the information reported by local school administrative units pursuant to subdivision (3)
of subsection (c) of this section and report the aggregated information to the Joint Legislative
Education Oversight Committee and the Fiscal Research Division."

DIGITAL LEARNING PLAN/PROGRAMS/FUNDS

SECTION 7.23K.(a) As part of continuing the implementation of the Digital
Learning Plan in North Carolina in accordance with Section 8.23 of S.L. 2016-94, the State
Board of Education, the Department of Public Instruction, the Friday Institute for Educational
Innovation at North Carolina State University (Friday Institute), and The University of North
Carolina educator preparation programs shall collaborate with an experienced provider to
develop and implement a comprehensive professional development strategy and solution for
teachers and for students in UNC educator preparation programs for the use of technology and
digital resources as teaching tools for K-12 students. Selection of an experienced provider shall
be determined through a competitive process. The professional development strategy and
solution may include the following:

Q) Measurement of the technological and pedagogical skills of each teacher or
teacher candidate, including a detailed individual teacher skills proficiency
report that identifies strengths and gaps according to the International
Society for Technology in Education (ISTE) standards for teachers.

2 Utilization of the individual teacher skills proficiency reports to create a
personalized professional development plan that will promote understanding,
leverage varied instructional strategies, and hone teacher technical and
pedagogical skills.
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3 Delivery of professional development that is flexible and allows teachers to
engage in an "anytime, anyplace™ professional development experience
utilizing various modalities, including face-to-face, Web-based, and
prerecorded on-demand videos and content to ensure the greatest possible
coverage and convenience for teachers and teacher candidates. Each
professional development session should provide the teacher with a
workshop, classroom takeaway or reflection on best practices, and a
self-assessment.

SECTION 7.23K.(b) The State Board of Education, the Department of Public
Instruction, the Friday Institute, UNC educator preparation programs, and local boards of
education of local school administrative units located within counties determined to be the most
economically distressed by the Department of Commerce shall collaborate with an experienced
provider to implement student digital literacy instruction in kindergarten through eighth grade.
Selection of an experienced provider shall be determined through a competitive process. The
curriculum shall be aligned with the ISTE and North Carolina digital literacy standards and
shall meet all of the following conditions:

1) Provide opportunity for students to learn essential digital literacy skills,
including computer fundamentals, computational thinking, keyboarding,
digital citizenship and online safety, Web browsing, e-mail and online
communication, visual mapping, word processing, spreadsheets, databases,
and presentations.

2 Provide teachers with the ability to measure student digital literacy growth.

3) Be accessible entirely online, require no special software to be installed on
an electronic device, and operate on multiple operating systems and
hardware platforms, including desktops, laptops, and tablets.

4) Support multiple implementation strategies, including self-paced and
teacher-facilitated approaches.

(5) Be age appropriate and include automatically scored lessons, quizzes, and
games and provide teachers with a complete scope and sequence along with
grade-level pacing calendars.

(6) Facilitate Project-Based Learning (PBL), including preassembled projects
for K-8 students so that educators can integrate instruction of digital literacy
into core subjects, such as mathematics, English language arts, science, and
social studies.

(7) Be specifically designed with the scope and sequence to prepare students for
next generation, online assessments that include preassessment and the
ability to auto-prescribe content to each individual student.

(8) Enable teachers to assign sequences of instruction to classes, groups of
students, or individual students.

9 Be capable of implementation in a wide variety of instructional settings,
including computer or media labs, or in a classroom setting using various
educational technology deployment strategies, such as laptop carts, Bring
Your Own Device (BYOD), or 1:1 technology initiatives.

(10)  Provide teachers with instructional support and supplemental and extension
options.

(11) Accommodate English language learners with Spanish language instruction.

SECTION 7.23K.(c) Of the six million two hundred twenty thousand dollars
($6,220,000) in recurring funds appropriated to the Department of Public Instruction to
accelerate implementation of the State's Digital Learning Plan, as set out in S.L. 2016-94,
beginning with the 2017-2018 fiscal year, the Department shall use up to one million eight
hundred thousand dollars ($1,800,000) to implement the requirements of this section.
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AUDIT OF THE DEPARTMENT OF PUBLIC INSTRUCTION

SECTION 7.23L. The Superintendent of Public Instruction shall select an
independent research organization for the 2017-2018 fiscal year to conduct an organizational,
functional, and business-process audit of the Department of Public Instruction. No later than
May 1, 2018, the Department shall submit a report to the General Assembly, the Joint
Legislative Education Oversight Committee, and the Fiscal Research Division with the results
of the audit including, at a minimum, all of the following information:

1) Identification of cost saving measures that could be implemented within the
Department.

2 A statement regarding the minimum funding necessary to ensure that federal
grant funds do not constitute more than fifty percent (50%) of the budget of
the Department.

3) All maintenance of effort requirements related to federal grants administered
by the Department and the financial impact of failing to meet those
requirements.

(4)  Anyrecommendations for legislative action.

SCHOOL PERFORMANCE GRADES/ESSA COMPLIANCE
SECTION 7.26.(a) G.S. 115C-12(9)cl. reads as rewritten:

"cl. To issue an annual "report card” for the State and for each local
school administrative unit, assessing each unit's efforts to improve
student performance based on the growth in performance of the
students in each school and taking into account progress over the
previous years' level of performance and the State's performance in
comparison with other states. This assessment shall take into account
factors that have been shown to affect student performance and that
the State Board considers relevant to assess the State's efforts to
improve student performance. As—a—part—eftheThe annual “report
card" for each local school administrative srit-unit shall include the
following:

1. For all schools, the State Board shall award, in accordance
with  G.S. 115C-83.15, an—everall—numerical school
achievement,—growth,—and-—performance score—achievement

and school growth scores on a scale of zero to 100 and a
separate corresponding performance-letter gradegrades of A,
B, C, D, or F for both the school achievement and school
growth earned by each school within the local school
administrative unit. The school performance—score—and
gradescores and grades shall reflect student performance on
annual subject-specific assessments, college and workplace
readiness measures, and—graduation rates.rates, promotion
rates, course offerings, and student progress in achieving
English language proficiency. In addition, the State Board
shall award separate scores and grades for the following:

1. Subgroup _achievement and  subgroup growth

calculated pursuant to G.S. 115C-83.15.
1. For schools serving students in any grade from

kindergarten to eighth grade, separate—performance

scores-and-grades-shal-also-be-awarded-based-on-the
school perfermanee—achievement and growth in
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reading and mathematics respectively.—Fhe—annual

2. For schools serving students in third grade-alse-shal-nclude
grade, the number and percentage of third grade students who

(i) take and pass the alternative assessment of reading
comprehension; (ii) were retained in third grade for not
demonstrating reading proficiency as indicated in
G.S. 115C-83.7(a); and (iii) were exempt from mandatory
third grade retention by category of exemption as listed in

G.S. 115C-83.7(b).Fhe-annual-“report-card"for
For _high sehoels—shall—also—inelude—schools, measures of

Advanced Placement course participation—and—participation,
Cambridge Advanced International Certificate of Education
(AICE)  Program  participation, and International
Baccalaureate Diploma Programme participation and
Advanced Placement—Placement, Cambridge AICE, and
International Baccalaureate examination participation and
performance.”

SECTION 7.26.(b) G.S. 115C-47(58) reads as rewritten:

"(58) To Inform the Public About the North Carolina School Report Cards Issued
by the State Board of Education. — Each local board of education shall
ensure that the report card issued for it by the State Board of Education
receives wide distribution to the local press or is otherwise provided to the
public. Each local board of education shall ensure that the everal-school
performance-seorescores and gradegrades earned by each school in the local
school administrative unit for the current and previous four school years is
are prominently displayed on the Web site of the local school administrative
unit. If any school in the local school administrative unit is awarded a school
achievement or school growth grade of D or F, the local board of education
shall provide notice of the grade in writing to the parent or guardian of all
students enrolled in that school."

SECTION 7.26.(c) G.S. 115C-83.15 reads as rewritten:

"§ 115C-83.15. School achieverment-growthperformance-seores;scores and grades.

€)) School Scores and Grades. — The State Board of Education shall award school
achievement—growth,—and—performanceachievement and growth scores and an—associated
performance-gradegrades as required by G.S. 115C-12(9)cl., and calculated as provided in this
section. The State Board of Education shall enter all necessary data into the Education
Value-Added Assessment System (EVAAS) in order to calculate school perfermanee-scores
and grades.

(b) Calculation of the School Achievement Score. — In calculating the everal-school
achievement score earned by schools, the State Board of Education shall total the sum of points
earned by a school en-as follows:

(1)  For schools serving any students in kindergarten through eighth grade, the

State Board shall assign points on all of the following indicaters—that-are

measured-achievement elements for that school:

Ha. One point for each percent of students who score at or above
proficient on annual assessments for mathematics in grades three
through eight.

&)b. One point for each percent of students who score at or above
proficient on annual assessments for reading in grades three through
eight.

|
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One point for each percent of students who score at or above
proficient on annual assessments for science in grades five and eight.
One point for each percent of students who progress in achieving
English language proficiency on annual assessments in grades three
through eight.

One point for each percent of students who are promoted from the

third grade to the fourth grade within four years of a student entering

Kindergarten.

One point for each percent of students who are promoted from the

eighth grade to the ninth grade within three years of a student

entering sixth grade.

Points assigned for a school that offers certain subject-area courses as

follows:

1. For schools serving kindergarten through grade five:

L. 25 points if a school offers at least one course in arts
disciplines, including dance, music, theater, and the
visual arts.

11, 50 points if a school offers at least one course in
physical education and health.

1ll. 25 points if a school offers at least one course in
world languages.

For schools serving grades six through eight:

L 20 points if a school offers at least one course in arts
disciplines, including dance, music, theater, and the
visual arts.

11, 40 points if a school offers at least one course in
physical education and health.

1ll. 20 points if a school offers at least one course in
world languages.

IV. 20 points if a school offers at least one course in
career and technical education.

[N

(2) For schools serving any students in ninth through twelfth grade, the State

Board shall assign points on all of the following achievement elements for

that school:

4)a. One point for each percent of students who score at or above
proficient on the Algebra | or Integrated Math I end-of-course test.

5)b. One point for each percent of students who score at or above
proficient on the English 11 end-of-course test.

6)c. One point for each percent of students who score at or above
proficient on the Biology end-of-course test.

£Ad. One point for each percent of students who complete Algebra Il or
Integrated Math I11 with a passing grade.

8)e. One point for each percent of students who achieve the minimum
score required for admission into a constituent institution of The
University of North Carolina on a nationally normed test of college
readiness.

9)f. One point for each percent of students enrolled in Career and

Technical Education courses who meet the standard when scoring at
Silver, Gold, or Platinum levels on a nationally normed test of
workplace readiness.
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168)g. One point for each percent of students who graduate within four
years of entering high school.

h. One point for each percent of students who progress in achieving
English language proficiency.

I. Points assigned for a school that offers certain subject-area courses as

follows:

1. 20 points if a school offers at least one course in arts
disciplines, including dance, music, theater, and the visual
arts.

2. 40 points if a school offers at least one course in physical
education and health.

3. 20 points if a school offers at least one course in world
languages.

4. 20 points if a school offers at least one course in career and

technical education.

In calculating the everal-school achievement score earned by schools, the State Board of
Education shall (i) use a composite approach to weigh the achievement elements based on the
number of students measured by any given achievement element and (ii) proportionally adjust
the scale to account for the absence of a school achievement elementelement, except for
subject-area course offerings under sub-subdivision g. of subdivision (1) of this subsection and
sub-subdivision i. of subdivision (2) of this subsection, for award of scores to a school that does
not have a measure of one of the school achievement elements annually assessed for the grades
taught at that school. The everal-school achievement score shall be translated to a 100-point
scale and used for school reporting purposes as provided in G.S. 115C-12(9)cl., 115C-218.65,
115C-238.66, and 116-239.8.

(© Calculation of the School Growth Score. — Using EVAAS, the State Board shall
calculate the everal-school growth score earned by schools. In calculating the tetal-school
growth score-earned-by-sehools;score, the State Board of Education shall weight student growth
on the achievement indicators-elements as provided in subsection (b) of this section that have
available growth values. The numerical values used to determine whether a school has met,
exceeded, or has not met expected growth shall be translated to a 100-point scale and used for
school reporting purposes as provided in G.S. 115C-12(9)cl., 115C-218.65, 115C-238.66, and
116-239.8.

Grades for School Achievement and School Growth. — For all schools, the tetal-school

performance-seore-school achievement score, as provided in subsection (b) of this section, and
the school growth score, as provided in subsection (c) of this section, shall each be converted
by the State Board of Education to a 100-point scale and used to determine a—schoel
performance-grade-two separate grades, one for school achievement and one for school growth,
based on the following scale:

Q) A scheol-performanece-score of at least 96-85 is equivalent to an—everal

schoelperformanee-an achievement or growth grade of A.
2 A scheol-performanece-score of at least 86-70 is equivalent to an—everal

schoelperfermanee-an achievement or growth grade of B.
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3 A scheol-performanece-score of at least #6-55 is equivalent to an—everal

schoelperfermanee-an achievement or growth grade of C.

4 A scheol-performanece-score of at least 66-40 is equivalent to an—everal
schoelperformance-an achievement or growth grade of D.

(5) A school-performanee-score of less than 60-peints—40 is equivalent to an
overall-schoolperfermance-an achievement or growth grade of F.

(d1) Calculation of Subgroup Scores and Grades. — In addition to the school achievement
and growth scores and grades awarded under this section, for each school that serves a
minimum number of students in a subgroup of students listed in this subsection, the State Board
of Education shall use EVAAS to calculate subgroup achievement and growth scores and shall
determine corresponding subgroup achievement and growth grades for each subgroup using the
same method as set forth in subsection (d) of this section. Subgroup achievement and growth
scores shall not be included in the calculation of the school scores and grades under subsection
(d) of this section.

The State Board shall establish the minimum number of students in a subgroup served by a
school that is necessary to disaggregate information on student performance and to determine
subgroup achievement and growth grades for that subgroup. The subgroup achievement and
growth scores and grades shall be reported separately on the annual school report card provided
under G.S. 115C-12(9)cl., 115C-218.65, 115C-238.66, and 116-239.8 for the following
subgroups of students as required by the Elementary and Secondary Education Act of 1965, as
amended by the Every Student Succeeds Act:

[€0)] Economically disadvantaged students.

(2)  Students from major racial and ethnic groups.
(3)  Children with disabilities.

(4)  English learners.

(e Elementary and Middle School Reading and Math Achievement Scores. — For
schools serving students in kindergarten through eighth grade, the school achievement scores in
reading and mathematics, respectively, shall be reported separately on the annual school report
card provided under G.S. 115C-12(9)c1., 115C-218.65, 115C-238.66, and 116-239.8.

()] Indication of Growth —1In add|t|on to awardlng the everal-school achievement and
growth scores &

grades, using EVAAS, the State Board shaII deS|gnate that a school has met exceeded or has
not met expected growth. The designation of student growth shall be clearly displayed in the
annual school report card provided under G.S. 115C-12(9)cl., 115C-218.65, 115C-238.66, and
116-239.8.

(@)  Access to Annual Report Card Information on the Department's Web Site. —
Beginning with data collected in the 2017-2018 school year, the State Board of Education shall
provide user-friendly access to the public on the annual report cards issued for local school
administrative units and individual schools pursuant to G.S. 115C-12(9)cl. through the
Department of Public Instruction's Web site. The information provided for the annual report
card shall be designed and organized to provide at least the following:

(1) A summary for each local school administrative unit and for each individual
school of the school achievement and growth grades, whether the school has
met, exceeded, or has not met expected growth, and any other information
required to be provided as part of the annual report card.

(2)  The percentage of schools receiving a school achievement or growth grade
of A, B, C, D, or F earned by each school located within a local school
administrative unit and statewide.

(3)  The number of schools that have met, exceeded, or have not met expected
growth by each school located within a local school administrative unit and
statewide.
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(4) A Web page for each individual school that prominently displays the
school's achievement and growth grades, whether the school has met,
exceeded, or has not met expected growth, and the school's achievement and
growth scores in a way that is easy for the user to read.

(5)  The ability to easily compare annual report card information, including
school achievement and growth grades and whether schools have met,
exceeded, or have not met expected growth, for local school administrative
units and for individual schools for a time span of at least three years."

SECTION 7.26.(d) Part 1B of Article 8 of Chapter 115C of the General Statutes is

amended by adding new sections to read:
"8 115C-83.16. School performance indicators for the purpose of compliance with federal
law.

The State Board of Education shall use the school achievement score calculated pursuant to
G.S. 115C-83.15 to satisfy the federal requirement under the Elementary and Secondary
Education Act of 1965, as amended by the Every Student Succeeds Act, P.L. 114-95, to
meaningfully differentiate the performance of schools on an annual basis.

"8 115C-83.17. Definitions.

The following definitions apply in this Part:

(1)  Achievement grade. — A letter grade of A, B, C, D, or F assigned to a school
or_a subgroup of students by the State Board of Education based on the
achievement score.

(2)  Achievement score. — A numerical score on a scale of zero to 100 that is
based on the sum of points earned by a school or by a subgroup of students
pursuant to G.S. 115C-83.15.

(3)  Growth grade. — A letter grade of A, B, C, D, or F assigned to a school or a
subgroup of students based on the growth score.

(4)  Growth score. — A numerical score measuring student growth calculated for
a school or for a subgroup of students pursuant to G.S. 115C-83.15."

SECTION 7.26.(e) G.S. 115C-75.5(5) reads as rewritten:

"(5) Qualifying school. — A low-performing school, as defined in
G.S. 115C-105.37, that meets one of the following criteria:

a. The school received a school perfermanee-achievement score in the
lowest five percent (5%) of all schools in the prior school year that
meet all of the following requirements:

1. The school includes all or part of grades kindergarten through
fifth.
2. The school did not exceed growth in at least one of the prior

three school years and did not meet growth in at least one of
the prior three school years.

3. One of the models established in G.S. 115C-105.37B for
continually low-performing schools had not been adopted for
that school for the immediately prior school year.

SECTION 7.26.(f) G.S. 115C-105.37 reads as rewritten:
"§ 115C-105.37. Identification of low-performing schools.

@ Identification of Low-Performing Schools. — The State Board of Education shall
identify low-performing schools on an annual basis. Low-performing schools are those that
receive a school perfermanee-achievement grade of D or F and a school growth score ef“met
expected-growth™or-that indicates whether a school has "not met expected growth" as defined
by G.S. 115C-83.15.
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(@l) Plan for Improvement of Low-Performing Schools. — If a school has been identified
as low-performing as provided in this section and the school is not located in a local school
administrative unit identified as low-performing under G.S. 115C-105.39A, the following
actions shall be taken:

1) The superintendent shall proceed under G.S. 115C-105.39.

2 Within 30 days of the initial identification of a school as low-performing by
the State Board, the superintendent shall submit to the local board of
education a preliminary plan for improving both the school performance
achievement grade and school growth score, including how the
superintendent and other central office administrators will work with the
school and monitor the school's progress.

3) Within 30 days of its receipt of the preliminary plan, the local board shall
vote to approve, modify, or reject this plan. Before the local board votes on
the preliminary plan, it shall make the plan available to the public, including
the personnel assigned to that school and the parents and guardians of the
students who are assigned to the school, and shall allow for written
comments.

4) The local board shall submit a final plan to the State Board within five days
of the local board's approval of the plan. The State Board shall review the
plan expeditiously and, if appropriate, may offer recommendations to
modify the plan. The local board shall consider any recommendations made
by the State Board and, if necessary, amend the plan and vote on approval of
any changes to the final plan.

(5) The local board of education shall provide access to the final plan on the
local school administrative unit's Web site. The State Board of Education
shall also provide access to each low-performing school plan on the
Department of Public Instruction's Web site.

(b) Parental Notice of Low-Performing School Status. — Each school that the State
Board identifies as low-performing shall provide written notification to the parents and
guardians of students attending that school within 30 days of the identification that includes the
following information:

1) A statement that the State Board of Education has found that the school has
"received a school performance-achievement grade of D or F and a school
growth score ef“met-expected-growth™—or-that indicates whether a school
has "not met expected growth” and has been identified as a low-performing
school as defined by G.S. 115C-105.37." The statement shall include an
explanation of the school perfermanee—achievement grades and growth

scores.
(2)  The school perfermanee-achievement grade and growth score received.
3 Information about the preliminary plan developed under subsection (al) of

this section and the availability of the final plan on the local school
administrative unit's Web site.
(4)  The meeting date for when the preliminary plan will be considered by the
local board of education.
(5) A description of any additional steps the school is taking to improve student
performance."
SECTION 7.26.(g) G.S. 115C-105.39A reads as rewritten:
"§ 115C-105.39A. Identification of low-performing local school administrative units.
@ Identification of Low-Performing Local School Administrative Units. — The State
Board of Education shall identify low-performing local school administrative units on an
annual basis. A low-performing local school administrative unit is a unit in which the majority
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of the schools in that unit that received a school perfermanee-achievement grade and school
growth score as provided in G.S. 115C-83.15 have been identified as low-performing schools,
as provided in G.S. 115C-105.37.

(b) Plan for Improvement of Low-Performing Local School Administrative Units. —
Once a local school administrative unit has been identified as low-performing under this
section, the following actions shall be taken:

1) The superintendent shall proceed under G.S. 115C-105.39.

2 Within 30 days of the identification of a local school administrative unit as
low-performing by the State Board, the superintendent shall submit to the
local board of education a preliminary plan for improving both the school
performance—achievement grade and school growth score of each
low-performing school in the unit, including how the superintendent and
other central office administrators will work with each low-performing
school and monitor the low-performing school's progress and how current
local school administrative unit policy should be changed to improve student
achievement throughout the local school administrative unit.

3) Within 30 days of its receipt of the preliminary plan, the local board shall
vote to approve, modify, or reject this plan. Before the local board votes on
the plan, it shall make the plan available to the public, including the
personnel assigned to each low-performing school and the parents and
guardians of the students who are assigned to each low-performing school,
and shall allow for written comments.

4) The local board shall submit a final plan to the State Board within five days
of the local board's approval of the plan. The State Board shall review the
plan expeditiously and, if appropriate, may offer recommendations to
modify the plan. The local board shall consider any recommendations made
by the State Board and, if necessary, amend the plan and vote on approval of
any changes to the final plan.

(5) The local board of education shall provide access to the final plan on the
local school administrative unit's Web site. The State Board of Education
shall also provide access to each low-performing local school administrative
unit plan on the Department of Public Instruction's Web site.

(©) Parental Notice of Low-Performing Local School Administrative Unit Status. —
Each local school administrative unit that the State Board identifies as low-performing shall
provide written notification to the parents and guardians of all students attending any school in
the local school administrative unit within 30 days of the identification that includes the
following information:

1) A statement that the State Board of Education has found that a majority of
the schools in the local school administrative unit have "received a school
perfermance-achievement grade of D or F and a school growth score ef“met
expected-growth™or-that indicates whether a school has "not met expected
growth™ and have been identified as low-performing schools as defined by
G.S. 115C-105.37." The statement shall also include an explanation of the
school performanee-achievement grades and school growth scores.

2 The percentage of schools identified as low-performing.

3 Information about the preliminary plan developed under subsection (b) of
this section and the availability of the final plan on the local school
administrative unit's Web site.

(4)  The meeting date for when the preliminary plan will be considered by the
local board of education.
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5) A description of any additional steps the local school administrative unit and
schools are taking to improve student performance.

(6) For notifications sent to parents and guardians of students attending a school
that is identified as low-performing under G.S. 115C-105.37, a statement
that the State Board of Education has found that the school has "received a
school perfermanee-achievement grade of D or F and a school growth score
of “met-expected—growth™—er-that indicates whether a school has "not met
expected growth” and has been identified as a low-performing school as
defined by G.S. 115C-105.37." This notification also shall include the school
performance-achievement grade and school growth score the school received
and an explanation of the school performance grades and school growth
scores.”

SECTION 7.26.(h) G.S. 115C-218.65 reads as rewritten:

"8 115C-218.65. North Carolina School Report Cards.

A charter school shall ensure that the report card issued for it by the State Board of
Education receives wide distribution to the local press or is otherwise provided to the public. A
charter school shall ensure that the everal-school perfermance-seerescores and grade-grades
earned by the charter school for the current and previous four school years is prominently
displayed on the school Web site. If a charter school is awarded school achievement or school
growth grade of D or F, the charter school shall provide notice of the grade in writing to the
parent or guardian of all students enrolled in that school."

SECTION 7.26.(i)) G.S. 115C-218.94(a) reads as rewritten:

"(a) Identification of Low-Performing Charter Schools. — The State Board of Education
shall identify low-performing charter schools on an annual basis. Low-performing charter
schools are those that receive a school perfermanee-achievement grade of D or F and a school
growth score ef"met—expected—growth™—or-that indicates whether a school has "not met
expected growth™ as defined by G.S. 115C-83.15."

SECTION 7.26.(J) G.S. 115C-238.66(11) reads as rewritten:

"(11) North Carolina School Report Cards. — A regional school shall ensure that
the report card issued for it by the State Board of Education receives wide
distribution to the local press or is otherwise provided to the public. A
regional school shall ensure that the everal-school perfermance-score-scores
and grade-grades earned by the regional school for the current and previous
four school years is prominently displayed on the school Web site. If a
regional school is awarded a school achievement or school growth grade of
D or F, the regional school shall provide notice of the grade in writing to the
parent or guardian of all students enrolled in that school."

SECTION 7.26.(k) G.S. 116-239.8(14) reads as rewritten:

"(14) North Carolina school report cards. — A lab school shall ensure that the
report card issued for it by the State Board of Education receives wide
distribution to the local press or is otherwise provided to the public. A lab
school shall ensure that the everal-school perfermanece—seere—scores and
grade—grades earned by the lab school for the current and previous four
school years is prominently displayed on the school Web site. If a lab school
is awarded a school achievement or school growth grade of D or F, the lab
school shall provide notice of the grade in writing to the parent or guardian
of all students enrolled in that school.”

SECTION 7.26.(1) Section 8.19 of S.L. 2016-94 is repealed.

SECTION 7.26.(m) This section applies beginning with the 2017-2018 school

year.
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CLARIFY STUDENT CONSENT TO RECEIVE COLLEGE, UNIVERSITY, AND
SCHOLARSHIP INFORMATION
SECTION 7.26A. G.S. 115C-401.2(e) reads as rewritten:
"(e) Permissible Operator Actions. — This section does not prohibit an operator from
doing any of the following:

(6) Using a student's information, including covered information, solely to
identify or display information on nonprofit institutions of higher education
or _scholarship providers to the student if the provider secures the express
written consent of the parent or student who is at least 13 years of age given
in response to clear and conspicuous notice."

CAREER AND COLLEGE READY LITERACY SKILLS/READING IMPROVEMENT
COMMISSION
SECTION 7.26B.(a) High School Diploma Endorsements. — G.S. 115C-12(40)
reads as rewritten:
"(40) To Establish High School Diploma Endorsements. — The State Board of
Education shall establish, implement, and determine the impact of adding (i)
college, (ii) career, and (iii) college and career endorsements to high school
diplomas to encourage students to obtain requisite job skills necessary for
students to be successful in a wide range of high-quality careers and to
reduce the need for remedial education in institutions of higher education.
These endorsements shall reflect courses completed, overall grade point
average, reading achievement, and other criteria as developed by the State
Board of Education. A student shall only receive a high school diploma
endorsement if that student receives on a nationally norm-referenced college
admissions test for reading, either administered under
G.S. 115C-174.11(c)(4) or as an alternative nationally norm-referenced
college admissions test approved by the State Board, at least the benchmark
score_established by the testing organization that represents the level of
achievement required for students to have approximately a fifty percent
(50%) chance of obtaining a grade B or higher or a seventy-five percent
(75%) chance of obtaining a grade C or higher in a corresponding
credit-bearing, first-year college course. A student may retake a nationally
norm-referenced test as many times as necessary to achieve the required
benchmark score for reading in order to receive a high school diploma
endorsement prior to the student's graduation. The State Board of Education
shall report annually to the Joint Legislative Education Oversight Committee
on (i) the impact of awarding these endorsements on high school graduation,
college acceptance and remediation, and post-high school employment
rates-rates; (ii) the number of students who had to retake a nationally
norm-referenced college admissions test to meet the reading benchmark
score required by this subdivision to receive a high school diploma
endorsement; and (iii) the number of students who were not awarded a high
school diploma endorsement solely because of the inability to meet the
benchmark score for reading as required by this subdivision."
SECTION 7.26B.(b) Reading Improvement Commission. — The Superintendent of
Public Instruction shall establish a Reading Improvement Commission (Commission) within
the Department of Public Instruction to study and make recommendations on best practices for
public schools in the State to improve reading comprehension, understanding, and application
for students in grades four through 12 to ensure that students complete high school with literacy
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skills necessary for career and college readiness. The Commission shall develop
recommendations on appropriate methods to monitor student progress and provide appropriate
and timely remediation to students to ensure success on nationally norm-referenced college
admissions tests. The Superintendent of Public Instruction may appoint superintendents,
principals, reading instructors, representatives from research institutions, and other individuals
as determined by the Superintendent to the Commission. Of the funds appropriated to the
Department of Public Instruction for the 2017-2018 fiscal year, the Superintendent of Public
Instruction may use up to two hundred thousand dollars ($200,000) in nonrecurring funds for
the 2017-2018 fiscal year for the work of the Reading Improvement Commission. The
Superintendent may also use these funds to contract with an independent research organization
to assist in the study. The Superintendent of Public Instruction shall report to the Joint
Legislative Education Oversight Committee, the President Pro Tempore of the Senate, the
Speaker of the House of Representatives, and the State Board of Education on the study,
including any findings and recommendations, no later than January 15, 2019. The State Board
of Education may use the findings and recommendations to inform the State Board's policies
and may submit additional comments on the report to the Joint Legislative Education Oversight
Committee, the President Pro Tempore of the Senate, and the Speaker of the House of
Representatives no later than February 15, 2019.

SECTION 7.26B.(c) Subsection (a) of this section applies beginning with high
school diploma endorsements awarded in the 2019-2020 school year.

NATIONALLY NORM REFERENCED COLLEGE ADMISSIONS TESTS

SECTION 7.26C.(a) G.S. 115C-174.11(c)(4) reads as rewritten:

"(4) To the extent funds are made available, the State Board of Education shall
plan-for-and-require-the-administration-of- the- ACT-test for-use a competitive
bid process to adopt two or more nationally norm-referenced college
admission tests to make available to local school administrative units to
administer to all students in the eleventh grade as follows unless the student
has already taken a comparable test and scored at or above a level set by the
State Board-Board:

a. From the nationally norm-referenced college admission tests adopted

by the State Board, each local board of education shall select one test
to be used in the local school administrative unit. Upon request by
one or more local boards of education, the State Board shall enter
into a contract for a statewide service or contracts for regional
services to offer the nationally norm-referenced college admission
tests in multiple local school administrative units. These contracts
shall be let in accordance with the provisions of Article 3 of Chapter
143 of the General Statutes.
The State Board of Education shall require the administration of an
alternate to the AGF—selected nationally norm-referenced college
admissions test or an alternate te-the-PEAN-precursor test te-the-ACTF
to a student who (i) exhibits severe and pervasive delays in all areas
of conceptual, linguistic, and academic development and in adaptive
behaviors, including communication, daily living skills, and
self-care, (ii) is following the extended content standards of the
Standard Course of Study as provided in G.S.115C-81, or is
following a course of study that, upon completing high school, may
not lead to admission into a college-level course of study resulting in
a college degree, and (iii) has a written parental request for an
alternate assessment.

|=
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C. The State Board of Education shall ensure that parents of students
enrolled in all public schools, including charter and regional schools,
have the necessary information to make informed decisions regarding
participation in the ACT—and—thePLAN precursor—test—to—the
ACTnationally norm-referenced college admissions tests and
precursor tests.
Alternate—assessment—and—AGCT—assessment—results—Nationally
norm-referenced college admissions test and alternate assessment
results of students with disabilities shall be included in school
accountability reports, including charter and regional schools,
provided by the State Board of Education."

SECTION 7.26C.(b) G.S. 115C-174.22 reads as rewritten:

"8 115C-174.22. Tools for student learning.

To the extent funds are made available for this purpose, and except as otherwise provided in
G.S. 115C-174.11(c)(4), the State Board shall plan for and require the administration of
diagnostic tests in the eighth and tenth grades that align to the ACTtestin-erdernationally
norm-referenced college admissions tests that are adopted through the competitive bid process
and selected by local boards of education under G.S. 115C-174.11(c)(4). The results of the tests
will be used to help diagnose student learning and provide for students an indication of whether
they are on track to be remediation-free at a community college or university."

SECTION 7.26C.(c) The State Board of Education shall solicit bids through a
competitive bid process to adopt two or more nationally norm-referenced college admission test
and precursor test, as required by G.S. 115C-174.11(c)(4), as amended by this section, and
G.S. 115C-174.22, as amended by this section. The State Board of Education shall report on the
results of the competitive bid process to the Joint Legislative Education Oversight Committee
and the Fiscal Research Division no later than November 15, 2017.

|

YOUTH SUICIDE AWARENESS AND PREVENTION
SECTION 7.26D.(a) G.S.115C-5 is amended by adding a new subdivision to
read:
"(11) The term "public school unit" means a local school administrative unit,
charter school, or regional school."
SECTION 7.26D.(b) Article 25A of Chapter 115C of the General Statutes is
amended by adding a new section to read:
"8 115C-375.10. Youth suicide awareness and prevention training and risk referral
protocol for school personnel.

(a) State Board Training Program and Protocol. — The State Board of Education, in
consultation with the Department of Health and Human Services, Division of Public Health,
shall develop a youth suicide awareness and prevention training program and a model risk
referral protocol for public school units to provide to school personnel who work directly with
students in grades six through 12, including teachers, teacher assistants, bus drivers, cafeteria
workers, janitorial staff, media coordinators, athletic coaches, administrators, administrative
assistants, school safety resource officers, school nurses, social workers, psychologists, and
counselors. The training program shall consist of at least two hours of evidence-informed
instruction to increase awareness of suicide, identification of risk factors and signs, and
information for student referral for suicide prevention resources and support. The model risk
referral protocol shall provide guidelines to public school units on identification of at-risk
students, suicide prevention procedures, and referral sources. The training program and model
risk referral protocol shall be periodically reviewed and updated as necessary. Any mental
health training requirements established by the State Board of Education shall be fulfilled in
part by the youth suicide awareness and prevention training program.
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(b) Training and Protocol Requirements. — Each public school unit shall provide the
training program and model risk referral protocol developed by the State Board of Education
under subsection (a) of this section, or a locally developed plan that meets the requirements of
subsection (c) of this section, to school personnel who work directly with students in grades six
through 12 at no cost to the employee. A school employee who works directly with students in
grades six through 12 shall receive training within 12 months of employment with a board of a
public school unit and every two years thereafter while employed with that board. The training
may be offered in various formats, including electronically, through videoconferencing, or
through an individual program of study of designated materials consisting of at least two hours
of instruction.

©) Locally Developed Training and Risk Referral Protocols. — A board of a public
school unit may comply with the training and protocol requirements of this section by
developing a local plan that includes, at a minimum, (i) conveying information on State and
national data on suicide deaths and attempts, suicide methods, and at-risk populations, (ii)
myths and attitudes about suicide, (iii) warning signs and symptoms for suicide, (iv)
identification of at-risk students and steps for referring students to support services, (V)
protective factors for prevention of suicide, and (vi) safe messaging to children. In addition, a
local plan shall include protocols for implementation and mandatory training that include at
least the following:

(1) A plan to include specialized training for student support personnel,
including administrators, school nurses, counselors, social workers, and
psychologists.

(2) A safety plan for the school in the event of (i) identification of a student as
being at-risk _of suicide, including a student help plan and immediate
assistance and (ii) a suicide death or suicide attempt by a student enrolled in
the school, including a care plan for peers and school personnel.

3) Designation of a school employee as the school suicide prevention
responder.

(4) A plan for communication with a parent or legal guardian of a student
identified as at-risk, including safe transfer of the student to the parent or
legal guardian.

(5) A plan for post-intervention for a student who has been identified as at-risk
or has attempted suicide, including reentry into the classroom.

(d)  Audits. — The Department of Public Instruction shall periodically randomly audit
public school units to ensure compliance with the mandatory training requirements and
prevention activities required by this section. The Department may also audit a public school
unit if the Department has reason to believe the public school unit is not in compliance. The
Department of Public Instruction shall report on the results of the audits by December 15
annually to the Joint Legislative Oversight Committee on Health and Human Services and the
Joint Legislative Education Oversight Committee.

(e) Limitations. — Notwithstanding the requirements in subsection (a) of this section,
nothing in this section shall be construed to impose any obligation or responsibility on public
school units to provide referral, treatment, follow-up, or other services related to identification
of students at-risk of suicide and suicide prevention procedures beyond what may be required
by other State law or federal law.

()] Liability. — No board of a public school unit, nor its members, employees,
designees, agents, or volunteers, shall be liable in civil damages to any party for any loss or
damage caused by any act or omission relating to the provision of, participation in, or
implementation of any component of the plan, referral protocol, or training program required
by this section, unless that act or omission amounts to gross negligence, wanton conduct, or
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intentional wrongdoing. Nothing in this section shall be construed to impose any specific duty
of care or standard of care."
SECTION 7.26D.(c) G.S. 115C-218.75 is amended by adding a new subsection to

read:
"(@) Youth Suicide Awareness and Prevention Training and Risk Referral Protocol. — A
charter school is subject to and shall comply with all requirements of G.S. 115C-375.10."
SECTION 7.26D.(d) G.S. 115C-238.66 is amended by adding a new subdivision

to read:
"(14) Youth Suicide Awareness and Prevention Training and Risk Referral
Protocol. — A regional school is subject to and shall comply with all
requirements of G.S. 115C-375.10."
SECTION 7.26D.(e) G.S. 116-239.8 is amended by adding a new subdivision to
read:

"(17) Youth Suicide Awareness and Prevention Training and Risk Referral
Protocol. — A lab school is subject to and shall comply with all requirements
of G.S. 115C-375.10. For purposes of G.S. 115C-375.10, a lab school shall
be a public school unit."
SECTION 7.26D.(f) This section becomes effective the date this act becomes law
and applies beginning with the 2018-2019 school year.

NORTH CAROLINA INNOVATIVE SCHOOL DISTRICT
SECTION 7.26E.(a) Article 7A of Chapter 115C of the General Statutes reads as
rewritten:
"Article 7A.
"Achievement-North Carolina Innovative School District and Innovation Zones.
"8§ 115C-75.5. Definitions.
The following definitions apply in this Article:
1) Achievement-Innovative school. — A qualifying school selected by the State
Board of Education under the supervision of the Achievement—NC
Innovative School District.
2) Achievement-NC Innovative School District or ASB:ISD. — The statewide
school unit established pursuant to this Article.
3) Achievement-Innovative school operator or AS-IS operator. — An entity
selected by the State Board of Education upon the recommendation of the
ASB-ISD Superintendent to operate an achievement-innovative school. The
Department of Public Instruction may not be selected as an AS-IS operator.
4) ASB-ISD Superintendent. — The superintendent of the ASB-ISD appointed
by the State Board of Education in accordance with G.S. 115C-75.6(b).

(5) Qualifying school. — A low-performing school, as defined in
G.S. 115C-105.37, that meets one of the following criteria:
a. The school received a school performance score in the lowest five

percent (5%) of all schools in the prior school year that meet all of
the following requirements:

1. The school includes all or part of grades kindergarten through
fifth.
2. The school did not exceed growth in at least one of the prior

three school years and did not meet growth in at least one of
the prior three school years.

3. One of the models established in G.S. 115C-105.37B for
continually low-performing schools had not been adopted for
that school for the immediately prior school year.
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b. The school received a school performance score in the lowest ten
percent (10%) of all schools that include all or part of grades
kindergarten through fifth in the prior school year and has been
designated by the local board of education for consideration by the
State Board of Education as an achievementinnovative school.

"8 115C-75.6. AchievementNC Innovative School District.

@) There is established the Achievement-NC Innovative School District (ASB)-(1SD)
under the administration of the State Board of Education. The ASB-ISD shall assume the
supervision, management, and operation of elementary and secondary schools that-have-been
selected-as achievementinnovative schools pursuant-te-as provided in this Article.

(b) An ASB-ISD Superintendent Selection Advisory Committee shall be established to
make a recommendation to the State Board of Education on appointment of a superintendent to
serve as the executive officer of the ASB-ISD. The Committee shall ensure that the individual
recommended has qualifications consistent with G.S. 115C-271(a). The Lieutenant Governor
shall serve as chair of the Committee and shall appoint the following additional members:

1) Three members of the State Board of Education.

(2 One teacher or retired teacher.

3) One principal or retired principal.

4) One superintendent or retired superintendent.

(5) One parent of a student currently enrolled in a low-performing school, as
defined in G.S. 115C-105.37.

(© The State Board of Education shall consider the recommendation of the ASB-ISD
Superintendent Selection Advisory Committee and shall appoint a superintendent to serve as
the executive officer of the ASB:ISD. The ASB-I1SD Superintendent shall serve at the pleasure
of the State Board of Education at a salary established by the State Board of Education within
the funds appropriated for this purpose. The ASB-ISD Superintendent shall have qualifications
consistent with G.S. 115C-271(a) and report directly to the State Board of Education.

(d) By January 15 annually, the State Board of Education and the ASB—ISD
Superintendent shall report to the Joint Legislative Education Oversight Committee on all
aspects of operation of ASB;ISD, including the selection of achievement-innovative schools
and their progress.

"8 115C-75.7. Selection of achievementinnovative schools.

@ State Board Selection. — The State Board of Education is authorized to select, upon
the recommendation of the ASB-ISD Superintendent, no more than five qualifying elementary
schools to transfer to the ASB-ISD as achievement-innovative schools. The five qualifying
schools selected for inclusion in the ASB-ISD should represent geographic diversity, including
urban and rural schools. The State Board of Education shall select no more than one qualifying
school per local school administrative unit, unless the local board of education consents.

(b) Selection Process. — The selection of qualifying schools shall be based on an
analysis of performance over the most recent three-year period. Prior to recommendation of
selection of a qualifying school, the ASB-ISD Superintendent shall conduct an evaluation of
the school to determine the factors contributing to the school's performance and shall confer
with the school principal, local board of education members, the local school superintendent,
and the local board of county commissioners to share the findings of the evaluation. The school
selection process shall also include a public hearing to allow for parent and community input.
The ASB-ISD Superintendent shall evaluate and identify the qualifying schools to recommend
for selection as prospective achievement-innovative schools no later than November 15 prior to
the initial school year in which the school may operate as an achievement-innovative school
and shall notify the local boards of education where prospective achievement—innovative
schools are located by that date. The State Board of Education shall select the prospective
achievementinnovative schools no later than January 15.
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(o) Local Board Response. — Upon notification by the ASB-ISD Superintendent of
selection by the State Board of Education of the qualifying school as a prospective achievement
innovative school, the local board of education shall determine whether to (i) close the selected
qualifying school or (ii) transfer the school into the ASB—ISD. The local board shall not be
required to undertake the study required by G.S. 115C-72 before closing the school. Before the
adoption of a resolution, the local board of education shall provide for a public hearing in
regard to the proposed transfer or closure, at which hearing the public shall be afforded an
opportunity to express their views. No later than March 1, the local board of education shall
adopt a resolution either (i) consenting to transfer of the selected qualifying school to the ASB
ISD as an achievement-innovative school or (ii) closing that school at the conclusion of that
school year. The State Board of Education may delay the transfer of a selected school to the
ASDB-ISD for one year only upon the recommendation of the ASB-ISD Superintendent.

(d) Public Notification. — The list of qualifying schools and selected achievement
innovative schools shall be made publically available on a Web site maintained by the
ASB:ISD.

(e Waivers for Achievement-Innovative Schools. — The ASB-ISD Superintendent may
waive State Board of Education rules, regulations, policies, and procedures, or the provisions of
this Chapter for achievement-innovative schools; however, achievement-innovative schools
shall be required to comply with, at a minimum, the statutory requirements for charter schools
as provided in Article 14A of this Chapter. The goal for each waiver shall be improvement of
student performance. All schools shall comply with all achievement-innovative applicable
constitutional and statutory nondiscrimination requirements.

"§ 115C-75.8. Selection of AS-1S operators.

@ The State Board of Education may select an AS—IS operator for a prospective
achievement—innovative school by January 15 and shall select an AS—IS operator for a
prospective school no later than February 15.

(b) Upon the recommendation of the ASB-ISD Superintendent, the State Board of
Education shall only select an entity to contract as an AS-1S operator if that entity demonstrates
one of the following:

1) The entity has a record of results in improving performance of persistently
low-performing schools or improving performance of a substantial number
of persistently low-performing students within a school or schools operated
by the entity in this State or other states.

(2 The entity has a credible and specific plan for dramatically improving
student achievement in a low-performing school and provides evidence that
the entity, or a contractual affiliate of such an entity, is either currently
operating a school or schools in this State that provide students a sound,
basic education or demonstrating consistent and substantial growth toward
providing students a sound, basic education in the prior three school years.

(c) The selected AS-IS operator is encouraged to hold public informational sessions and
other outreach to the community, prospective achievement-innovative school, and local board
of education of a prospective achievementinnovative school prior to a local board's adoption of
the resolution required by G.S. 115C-75.7(c).

(d) The contract between the State Board of Education and AS-1S operator shall require,
as a minimum, that the AS-IS operator meet the same requirements as established for charter
schools in the following statutes:

1) G.S. 115C-218.20 (Civil liability and insurance requirements).

2 G.S. 115C-218.25 (Open meetings and public records).

3) G.S. 115C-218.30 (Accountability; reporting requirements to State Board of
Education).

4) G.S. 115C-218.50 (Charter school nonsectarian).
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5) G.S. 115C-218.55 (Nondiscrimination in charter schools).

(6) G.S. 115C-218.60 (Student discipline).

@) G.S. 115C-218.65 (North Carolina School Report Cards).

(8) G.S. 115C-218.75 (General operating requirements).

€)] G.S. 115C-218.85 (Course of study requirements).

"8 115C-75.9. Management of achievementinnovative schools.

@) Direct Management by AS-IS Operator. — An achievement-innovative school shall
be subject to direct management by an AS-IS operator selected by the State Board of
Education, upon the recommendation of the ASB-ISD Superintendent, for a five-year contract.

(b) Role of AS-IS Operator. — The AS-IS operator shall be authorized to have a direct
role in making decisions about school finance, human capital, and curriculum and instruction
for the achievement—innovative school while developing the leadership capacity in such
schools.

(© Assignment to Achievement—Innovative Schools. — All achievement—innovative
schools shall remain open to enrollment in the same manner with the same attendance zone as
prior to becoming an achievement—innovative school. If a local board of education's
reassignment of students within the local school administrative unit due to student population
changes or openings or closures of other schools impacts the achievement-innovative school,
the AS-IS operator may appeal to the ASB-ISD Superintendent and request a hearing before the
State Board of Education regarding the reassignment. Notwithstanding G.S. 115C-366, the
State Board of Education shall, after hearing from both the local board of education and AS-IS
operator, determine whether the reassignment of students impacting the achievement
innovative school may proceed.

(d) Facility and Capital Expenditures. — Facility and capital expenditures shall be
provided as follows:

1) In addition to the transfer of funds as provided in G.S. 115C-75.10, the local
board of education shall be responsible for facility and capital expenditures
at the qualifying school.

(2)  All AS-IS operators and local boards of education shall enter into an
occupancy agreement establishing the terms of occupancy for the AS-IS
operator not otherwise addressed in statute. If the parties are unable to reach
agreement, either party may petition the State Board of Education to resolve
any issues in dispute.

3) The AS-IS operator shall have first priority in use of the facility for any
purpose related to the operation of the achievement-innovative school. The
local board of education may allow use of the facility by governmental,
charitable, civic, or other organizations for activities within the community
and may retain any funds received for such use for any time the AS-IS
operator has not provided written notice to the local board of its use of the
facility during that time for a purpose related to the operation of the
achievementinnovative school.

For the purposes of this subsection, facility and capital expenditures include routine
maintenance and repair, and capital expenditures include building repair and maintenance,
furniture, furnishings, and equipment.

(e) Transportation. — The local board of education shall provide transportation of all
students assigned to the achievement-innovative school in the same manner as provided for
other schools in the local school administrative unit in that school year.

() Memorandums of Understanding for Alternate Arrangements. — Notwithstanding
this section, the AS-IS operator, in consultation with the ASB-1SD Superintendent, may elect to
enter into a memorandum of understanding for alternate arrangements with the local board of
education to address any of the following:
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1) Facility and capital expenditures.
2) Transportation services.
3 Services for Children with Disabilities.

If the AS—IS operator elects to use a memorandum of understanding for alternate
arrangements, the AS-IS operator and local board of education shall finalize the memorandum
of understanding within 30 days of the initial request by the AS-IS operator. If the parties have
not completed the memorandum of understanding within 30 days, the State Board of Education
shall resolve any issues in dispute.

(9) Student Records. — The local board of education shall make available in a timely
fashion all student records to the achievement-innovative school at no cost for all students of
that school.

(h) Achievement-Innovative School Employees. — The AS-1S operator shall select and
hire the school principal for an achievement-innovative school. Within the limits of the school
budget, the AS-IS operator or its designee shall select staff members in accordance with
guidance from the ASB-ISD Superintendent. Before finalizing staffing recommendations, the
AS—IS operator and the ASB-ISD Superintendent or the Superintendent's designee shall
interview all existing staff members at the qualifying school and review student growth and
performance data for those staff members for whom it is available. Notwithstanding Article
21A of this Chapter, the AS-1S operator and the ASB-ISD Superintendent shall be permitted to
examine personnel files of existing staff members for the qualifying school. The AS-IS operator
shall have the authority to decide whether any administrator, teacher, or staff member
previously assigned to a qualifying school selected to become an achievement-innovative
school shall continue as an employee of the achievement—innovative school. Any such
employees retained shall become employees of the ASB-1SD. An employee hired to work in an
achievement-innovative school shall be an employee of the ASB;ISD, and the employees shall
be under the exclusive control of the ASB-ISD. All employees of the ASPISD shall be eligible
for enrollment in the Teachers' and State Employees' Retirement System of North Carolina, the
State Health Plan, and other benefits available to State employees. The AS-IS operator shall
provide funds to the ASB-ISD in an amount sufficient to provide salary and benefits for
employees of the ASBISD working in the achievement-innovative school based on the terms of
employment established by the AS-IS operator.

Q) Criminal History Checks. — The State Board of Education shall require applicants
for employment with the ASB-ISD to be checked for criminal histories using the process
provided in G.S. 115C-297.1. The State Board of Education shall provide the criminal history it
receives to the ASB-ISD Superintendent and AS-1S operator.

() Employees of Local Board of Education. — The transfer of a qualifying school shall
be deemed a reorganization of the local school administration unit resulting in a reduction in
force. If an employee is not given the option to continue as an employee for the achievement
innovative school, the local board of education may, in its discretion, do any of the following:

Q) Continue the employee's employment with the local board of education.

(2) Dismiss the employee due to a reduction in force as provided in Article 22 of
this Chapter.

3) Dismiss the employee as otherwise provided in Article 22 of this Chapter.

(K) Liability Insurance. — The AS-IS operator shall maintain reasonable amounts and
types of liability insurance as established by the State Board of Education. No civil liability
shall attach to a local board of education or to any of its members or employees, individually or
collectively, for any acts or omissions of the AS-IS operator.

M School Nutrition Program. — The achievement-innovative school shall participate in
the National School Lunch Program, as provided in G.S. 115C-264.
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(m)  Cooperation with ASB-1SD Superintendent. — The local board of education shall
cooperate with the ASB-ISD Superintendent in carrying out his or her powers and duties as
necessary in accordance with this Chapter.

"8 115C-75.10. Achievement-lnnovative schools funds.

@) Funding Allocation Selection. — State and local funding for an achievement
innovative school shall be allocated as provided in subsection (b) or subsection (c) of this
section. The AS-1S operator shall select one of the allocation methods as the method to be used
for the achievement-innovative school.

(b) Designated Funding. — Funding shall be allocated to the ASB—ISD for the
achievementinnovative school by the State Board of Education and local board of education as
follows:

1) The State Board of Education shall allocate the following to the ASB-ISD
for each achievementinnovative school:

a. An amount equal to the average per pupil allocation for average daily
membership from the local school administrative unit allotments in
which the achievement-innovative school was located for each child
attending the achievement—innovative school except for the
allocations for (i) children with disabilities, (ii) children with limited
English proficiency, and (iii) transportation. The State Board of
Education shall provide the allocation for transportation to the local
school administrative unit in which the aechievement—innovative
school is located.

b. An additional amount for each child attending the achievement
innovative school who is a child with disabilities.

C. An additional amount for children with limited English proficiency
attending the achievement-innovative school, based on a formula
adopted by the State Board of Education.

(2 The local school administrative unit in which the achievement-innovative
school is located shall transfer to the ASB—ISD for the achievement
innovative school an amount equal to the per pupil share of the local current
expense fund of the local school administrative unit for the fiscal year. The
per pupil share of the local current expense fund shall be transferred to the
ASB-ISD for the achievement-innovative school within 30 days of the
receipt of monies into the local current expense fund. The local school
administrative unit and ASB-ISD may use the process for mediation of
differences between the State Board of Education and a charter school
provided in G.S. 115C-218.95(d) to resolve differences on calculation and
transference of the per pupil share of the local current expense fund. The
amount transferred under this subsection that consists of revenue derived
from supplemental taxes shall be transferred only to an achievement
innovative school located in the tax district for which these taxes are levied
and in which the student resides. The local school administrative unit shall
also provide the ASB-ISD with all of the following information within the
30-day time period provided in this subsection:

a. The total amount of monies the local school administrative unit has
in each of the funds listed in G.S. 115C-426(c).

b. The student membership numbers used to calculate the per pupil
share of the local current expense fund.

C. How the per pupil share of the local current expense fund was
calculated.
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d. Any additional records requested by the ASB-ISD from the local
school administrative unit in order for the ASB-ISD to audit and
verify the calculation and transfer of the per pupil share of the local
current expense fund.

(c) Funding Memorandum of Understanding. — The AS-IS operator, in consultation
with the ASB-ISD Superintendent, may enter into a funding memorandum of understanding
with the local board of education of the local school administrative unit where the achievement
innovative school is located for all student support and operational services and instructional
services to be provided by the local board of education in the same manner and degree as in the
prior school year or funding in an amount equivalent to the amount the local board of education
would have expended on those services if provided. For the purposes of this subsection, student
support and operational services include cafeteria services, custodial services, broadband and
utilities, and student information services, and instructional services include alternative
education, special education services, test administration services, textbooks, technology,
media resources, instructional equipment, and other resources. The AS-1S operator and local
board of education shall finalize the funding memorandum of understanding within 30 days of
the initial request for the memorandum by the AS-IS operator. If the parties have not completed
the funding memorandum of understanding within 30 days, the State Board of Education shall
resolve any issues in dispute.

(d) The ASB-ISD may seek, manage, and expend federal money and grants, State
funding, and other funding with the same authority as a local school administrative unit,
including decisions related to allocation of State funds among achievement-innovative schools.
"8 115C-75.11. Accountability and governance for achievement-innovative schools.

@ The AS-IS operator shall set clear goals related to higher academic outcomes for
students, safe and positive learning environments for children, parent and community
engagement, and the efficient and effective use of taxpayer dollars, empower and equip
teachers and school leaders to meet the goals, and hold such teachers and school leaders
accountable to meet the goals. The AS-IS operator shall apply to the ASB-ISD Superintendent
for appropriate waivers for the achievement-innovative school pursuant to G.S. 115C-75.7(e).

(b) The AS-IS operator shall select, approve, or remove the school principal of an
achievementinnovative school that it is managing in accordance with this Article.

(© The AS-1S operator shall enter into an agreement with the school principal regarding
specific goals for the achievement-innovative school related to higher academic outcomes for
students, safe and positive learning environments for children, parent and community
engagement, and the efficient and effective use of taxpayer dollars. The agreement shall be
made publicly available on the ASB-ISD Web site.

(d) An achievement-innovative school shall not be included in any State evaluation or
performance models used for the local school administrative unit in which the school is located
but shall be considered a part of the ASB-1SD for all evaluation purposes.

"§ 115C-75.12. Term of supervision for an achievementinnovative school.

€)) An achievement-innovative school shall remain under the supervision of the ASB
ISD for a minimum of five consecutive years through a contract with an AS-IS operator. The
following shall apply to the term of a contract with an AS-IS operator of an achievement
innovative school:

1) Early termination of contract based on performance. — If, during the
five-year contract, the achievement-innovative school's annual percentage
growth does not exceed the average annual percentage growth of other
qualifying schools for three consecutive years, the State Board of Education,
upon the recommendation of the ASB-ISD Superintendent, may terminate
the contract at the conclusion of the academic year and select another AS-IS
operator in accordance with G.S. 115C-75.8 to assume the remainder of the
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()

©)

(4)

five-year contract and any occupancy agreements or memorandums of
understanding with the local board of education at the beginning of the next
academic year.

Nonrenewal of contract based on performance. — If, by the end of the
five-year contract, the achievement—innovative school's average annual
percentage growth during the term of the contract does not exceed the
average annual percentage growth of other qualifying schools during the
same term, the State Board of Education shall not renew the contract of the
AS-1S operator and develop a transition plan to return the school to the local
school administrative unit.

State Board of Education optional extension of contract for three years. — If,
by the end of the five-year contract, the achievement-innovative school
remains a qualifying school but has exceeded the average annual percentage
growth of other qualifying schools and has shown growth over the term of
the contract, the State Board of Education, upon the recommendation of the
ASDB-1SD Superintendent in his or her discretion, may continue the contract
with the AS-IS operator for an additional three-year term. The ASB-ISD
Superintendent and AS—IS operator shall engage the school, the school
community, and the school's local board of education in developing a
transition plan for the school to leave the supervision of the ASB-ISD at the
conclusion of the three-year extension of the contract. If the State Board of
Education does not elect to continue the contract, the State Board of
Education may do any of the following:

a. Select another AS-1S operator for a three-year contract.
b. Close the school as provided in subdivision (2) of this subsection.
C. Develop a transition plan to return the school to the local school

administrative unit for the next school year.

AS-IS operator option to extend contract for three years. — If, by the end of

the five-year contract, the achievement-innovative school receives a grade of

C or higher under G.S. 115C-12(9)cl., the AS-IS operator shall have the

option to extend the contract for another three-year term. The ASB-I1SD

Superintendent and AS—IS operator shall engage the school, the school

community, and the school's local board of education in developing a

transition plan for the school to leave the supervision of the ASB-ISD at the

conclusion of the three-year extension of the contract. Options at the
conclusion of the contract shall include the following:

a. Conversion to charter. — If, in the development of the transition plan,
a local board of education indicates by resolution to the State Board
of Education that the local board of education elects to not receive
the transfer of the achievement-innovative school back to the local
school administrative unit, the AS-IS operator may apply to convert
the school to a charter school under Article 14A of this Chapter. If a
charter is awarded, the charter board of directors may request to use
the facility as provided in G.S. 115C-218.35. If the AS-IS operator
does not seek conversion to a charter school or fails to receive a
charter, the State Board of Education may close the school as
provided in subdivision (2) of this subsection.

b. Alternate as operator or return to local school administrative unit. — If
the AS-IS operator does not elect to continue the contract, the State
Board of Education may select another AS—IS operator for a
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three-year contract or may develop a transition plan to return the
school to the local school administrative unit for the next school year.
5) Termination of contract on other grounds. — The State Board of Education,
upon the recommendation of the ASB-ISD Superintendent, may terminate a
contract with an AS-1S operator at any time during the contract for financial
mismanagement, noncompliance with federal or State laws, failure to
comply with the terms of the contract, or evidence of criminal activity. The
State Board of Education shall develop a transition plan to return the school

to the local school administrative unit.

(b) An achievement-innovative school shall remain under the supervision of the ASB
ISD for no more than eight years.

(© The State Board of Education shall make all decisions related to contracts for AS-IS
operators no later than May 1, except as provided in subdivision (5) of subsection (a) of this
section.

"8 115C-75.13. Innovation zones.

@ If a local board of education transfers a qualifying school to the ASB;ISD, the local
board of education may ask the State Board of Education to be allowed to create an innovation
zone (i) for up to three continually low-performing schools within its local school
administrative wnitor (ii) if the local school administrative unit has more than thirty-five
percent (35%) of the schools identified in the unit as low performing, for all of the
low-performing schools located in the unit.

The State Board of Education shall grant such requests for the creation of an innovation
zone. The State Board of Education shall also authorize the local board of education the
flexibility to operate the schools within the innovation zone with the same exemptions from
statutes and rules as a charter school authorized under Article 14A of this Chapter and with
exemptions from local board of education policies as needed to ensure autonomy under the
guidance of the innovation zone office for financial, programmatic, staffing, and time
allocation decisions.

(b) The innovation zone created by a local board of education must include all of the
following:

1) Development of a clear and specific plan for improving schools within the
innovation zone.

2) Establishment of an innovation zone office with a leader appointed by the
local board of education and approved by the State Board of Education to
govern and lead the schools in the innovation zone.

3) Attraction of high-quality staff at schools in the innovation zone through the
use of incentives, favorable working conditions, and development of
partnerships to develop human capital.

(4)  Accountability for those schools based on established benchmarks and goals
for student achievement and for support services provided by the local
school administrative unit based on metrics established by the innovation
zone office for effective and efficient delivery.

(5) Support for those schools by the innovation zone office to ensure priority in
services from the local school administrative unit, pursuit of outside funding,
and technical support, including support from external partners.

(c) A-Except as otherwise provided in subsection (d) of this section, a local board of
education may maintain an innovation zone created as provided in subsection (a) for up to five
consecutive years. The State Board of Education may terminate the innovation zone as follows:

1) Early termination of innovation zone based on performance. — If, during the
five-year period, the average of the annual percentage growth of the schools
within the innovation zone does not exceed the average annual percentage
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growth of other continually low-performing schools for three consecutive
years, the State Board of Education, upon the recommendation of the ASB
ISD Superintendent, may terminate the innovation zone at the conclusion of
the academic year.

@) Nonrenewal of innovation zone based on performance. — If, by the end of the
five-year period, the average annual percentage growth of the schools within
the innovation zone over the five-year period does not exceed the average
annual percentage growth of other continually low-performing schools
during the same term, the State Board of Education shall not permit the local
board of education to continue the innovation zone.

3 State Board of Education optional extension of innovation zone for three
years. — If, by the end of the five-year period, the schools within the
innovation zone remain continually low-performing schools but have
exceeded the average annual percentage growth of other continually
low-performing schools, the State Board of Education, upon the
recommendation of the ASB-ISD Superintendent in his or her discretion,
may allow continuation of the innovation zone for an additional three years.

4) Local board of education option to extend innovation zone for three years. —
If, by the end of the five-year period, the schools within the innovation zone
receive a grade of C or higher under G.S. 115C-12(9)cl., the local board of
education shall have the option to extend the innovation zone for another
three years.

(d) A low-performing school in an innovation zone created as provided in clause (ii) of
subsection (a) of this section shall become an ISD school if that low-performing school does
not exceed growth in the last two years of the five consecutive years in the innovation zone."

SECTION 7.26E.(b) G.S. 115C-105.37A(d) reads as rewritten:

"(d) The State Board of Education shall report annually to the Superintendent of the
Achievement—Innovative School District on any schools identified under this section as
qualifying schools as defined in G.S. 115C-75.5 for consideration to be selected as achievement
innovative schools in accordance with Article 7A of this Chapter."

SECTION 7.26E.(c) G.S. 115C-321(a)(5) reads as rewritten:

"(5) An achievement-innovative school operator and the Superintendent of the
Achievement-Innovative School District if the school where the individual is
employed has been selected as an achievement—innovative school as
provided in Article 7A of this Chapter."”

SECTION 7.26E.(d) Section 4 of S.L. 2016-110 reads as rewritten:

"SECTION 4. Evaluation of the Achievement—Innovative School District and Other
Innovation Models. — The State Board of Education shall contract during the 2016-2017 school
year with an independent research organization to evaluate the implementation and
effectiveness of the following:

(1)  The Achievement—Innovative School District in turning around
low-performing schools beginning with the 2017-2018 school year through
the 2021-2022 school year, including the innovation zone established in
Section 4.5 of this act. The State Board of Education shall require AS-1S
operators to provide the independent research organization with requested
data to conduct the evaluation. The independent research organization shall
include an analysis on the impact of public versus private funding in the
effectiveness of the Achievement-Innovative School District.

(2) Innovation zones in turning around low-performing schools beginning with
the 2016-2017 school year through the 2021-2022 school year. The State
Board of Education shall require local boards of education granted
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innovation zones to provide the independent research organization with
requested data to conduct the evaluation.

The independent research organization shall report its interim findings to the State Board of
Education annually no later than February 15, beginning in 2017, and shall submit a final report
no later than February 15, 2023. The State Board of Education shall provide the report of the
independent research commission, along with any recommended legislative changes, to the
Joint Legislative Education Oversight Committee annually no later than March 1, beginning in
2017 until submission of the final report in 2023."

SECTION 7.26E.(e) Section 6 of S.L. 2016-110 reads as rewritten:

"SECTION 6. It is the intent of the General Assembly to appropriate to the Department of
Public Instruction four hundred fifty thousand dollars ($450,000) for the 2017-2018 fiscal year
and annually thereafter for innovation zone model grants. Upon appropriation of funds, the
State Board of Education shall award innovation zone model grants of up to one hundred fifty
thousand dollars ($150,000) per fiscal year for five years to local boards of education who (i)
have been authorized to adopt the innovation zone model by the State Board of Education for
up to three schools or for a local school administrative unit with more than thirty-five percent
(35%) of schools within the unit identified as low-performing and (ii) provide a
dollar-for-dollar match with non-State funding for the requested grant amount. Innovation zone
model grants shall be directed by local boards of educations to the innovation zone office to
address specific issues in innovation zone schools."

SECTION 7.26E.(f) Section 8 of S.L. 2016-110 reads as rewritten:

"SECTION 8. This act is effective when it becomes law and supervision of achievement
innovative schools by the Achievement—Innovative School District shall begin with the
2017-2018 school year. In the discretion of the State Board of Education (i) the ASB-ISD
Superintendent may not be required during the 2016-2017 school year to recommend
qualifying schools for inclusion in the ASB-1SD for the 2017-2018 school year and (ii) the time
line for selection of achievement-innovative schools for the 2017-2018 school year provided in
G.S. 115C-75.7 may be varied, but in no event may the local board of education's decision
occur later than April 1, 2017. The State Board of Education may select up to five qualifying
schools to transfer to the ASB-ISD beginning with the 2017-2018 school year but shall select at
least two qualifying schools to transfer to the ASB-ISD no later than the 2018-2019 school year
and shall have selected five qualifying schools for transfer to the ASB-ISD no later than the
2019-2020 school year."

READ TO ACHIEVE DIAGNOSTIC CHANGES
SECTION 7.27.(a) G.S. 115C-174.11 reads as rewritten:
"8 115C-174.11. Components of the testing program.

@ Assessment Instruments for Kindergarten, First, Second, and Third Grades. — The
State Board of Education shall develop, adopt, and provide to the local school administrative
units developmentally appropriate individualized assessment instruments consistent with the
Basic Education Program and Part 1A of Article 8 of this Chapter for the kindergarten, first,
second, and third grades._The State Board shall approve three valid, reliable, formative, and
diagnostic reading assessment instruments for selection by local school administrative units in
accordance with the following:

(1) Each approved assessment instrument shall provide initial assessments,
interim formative assessments, and progress monitoring capabilities.

(2) In_determining which instruments to approve for use by local school
administrative units, the State Board shall also consider at least the following
factors:

a. The time required to conduct formative and diagnostic assessments
with the intention of minimizing the impact on instructional time.
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b. The level of integration of assessment results with instructional
support for teachers and students.
C. The timeliness in reporting assessment results to teachers and

administrators.
The ability to provide timely assessment results to parents and
guardians.

3) In no case shall an assessment instrument be approved for use by local
school administrative units if the cost of the assessment instrument,
including related instructional content, materials, and resources for teachers
and students, exceeds the funds appropriated for this purpose divided by
projected enrollment of students in kindergarten, first, second, and third
grades.

(al) Each local school administrative unit shall select one valid, reliable, formative, and
diagnostic reading assessment from the three assessment instruments approved by the State
Board under subsection (a) of this section. Local school administrative units shall use these-the
assessment instruments provided to them by the State Board for kindergarten, first, second, and
third grade students to assess progress, diagnose difficulties, and inform instruction and
remediation needs. Local school administrative units shall not use standardized tests for
summative assessment of kindergarten, first, and second grade students except as required as a
condition of receiving federal grants.

"

SECTION 7.27.(b) This section applies beginning with the 2018-2019 school year.

REIMBURSE INITIAL TEACHER LICENSURE FEE FOR CERTAIN NC TEACHING
GRADUATES
SECTION 7.28.(a) G.S. 115C-296 is amended by adding a new subsection to read:
"(a4) Notwithstanding subsection (a2) of this section, to the extent funds are made
available for this purpose, the State Board of Education shall reimburse the initial teacher
licensure application fee for the first time an applicant submits an application for teacher
licensure, if the applicant meets all of the following requirements:
(1) The applicant is a graduate of an approved educator preparation program
located in North Carolina.
(2)  The applicant has successfully earned an initial teaching license in North
Carolina.
The State Board shall issue reimbursement to the applicant within 30 days of the date the
applicant successfully earns an initial teaching license in North Carolina."
SECTION 7.28.(b) This section applies to applications for licensure received on or
after July 1, 2017.

TESTING TRANSPARENCY

SECTION 7.28A.(a) The State Superintendent of Public Instruction shall study
and make recommendations regarding the extent to which the SAT and ACT tests align with
the English language arts and mathematics portions of the Standard Course of Study. By
February 1, 2018, the Superintendent shall report findings and recommendations to the
Governor, the President Pro Tempore of the Senate, the Speaker of the House of
Representatives, and the Joint Legislative Education Oversight Committee.

SECTION 7.28A.(b) G.S. 115C-174.12 reads as rewritten:
"§ 115C-174.12. Responsibilities of agencies.

(d) By September-1October 1 of each year, each local board of education shall notify
the State Board of Education of any local standardized testing to be administered to students by
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the local school administrative unit at the direction of the local board of education in its schools
and the calendar for administering those tests. The local board of education shall include
information-on-the-the following information:

The source of funds supporting the local testing program.

The time allotted to administer each test.

Whether the test is a computer-based test or a paper-based test.

The grade level or subject area associated with the test.

The date the test results are expected to be available to teachers and parents.
The type of test, the purpose of the test, and the use of the test results.
Estimates of average time for administering tests required by the local board
of education by grade level.

The local board of education shall meet the requirements of this subsection by inputting the
information into the uniform calendar published by the Department of Public Instruction
pursuant to subsection (el) of this section.

(e) By October-15November 1 of each year, the State Board of Education shall submit a
report to the Joint Legislative Education Oversight Committee containing information
regarding the statewide administration of the testing program, including the number and type of
tests and the testing schedule, and a summary of any local testing programs reported by local
boards of education to the State Board of Education in accordance with subsection (d) of this
section.

(el) By September 1 of each year, the Superintendent of Public Instruction shall publish
on the Web site of the Department of Public Instruction a uniform calendar that includes
schedules for State-required testing and reporting results of tests for at least the next two school
years, including estimates of the average time for administering State-required standardized
tests. The uniform calendar shall be provided to local boards of education in an electronic
format that allows each local board of education to populate the calendar with, at a minimum,
the information required by subsection (d) of this section. The uniform calendar shall be
searchable by local school administrative unit and denote whether a test on the calendar is
required by the State or required by a local board of education."

SECTION 7.28A.(c) Part 2 of Article 10A of Chapter 115C of the General Statutes
is amended by adding two new sections to read:
"8 115C-174.15. Report student performance on local standardized tests.

(@) A local board of education shall provide a student's results on standardized tests
required by the local board, as reported pursuant to G.S.115C-174.12(d), to the following
persons and according to the following time lines:

(1)  To the student's teachers no later than one week after the standardized test is
administered.

(2)  To the student's parents no later than 30 days after the standardized test is
administered.

(b) If the superintendent of the local school administrative unit determines in writing
that extenuating circumstances exist and reports those circumstances to the local board of
education, the local board may extend the above time lines in the discretion of the local board
of education.

"8 115C-174.16. Report student performance on statewide, standardized tests.

The Department of Public Instruction shall make available to local boards of education a
student's results on all statewide, standardized tests in a timely manner and in an easy-to-read
and understandable format a minimum of two weeks prior to the first day of attendance of the
next school year. Local boards of education shall make those results available to both the
student's teacher of record and parent or guardian prior to the first day of student attendance of
the school year. These reports shall include all of the following information:

BeEERRE
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(1)

e B BE BB

A clear explanation of the student's performance on the applicable statewide,
standardized tests.

Information identifying the student's areas of strength and areas in need of
improvement.

Intervention strategies and appropriate resources based on the student's areas
of strength and areas in need of improvement, when available.

Longitudinal information on the student's progress in each subject area based
on previous statewide, standardized test data, when available.

Information showing the student's score compared to other students in the
local school administrative unit, in the State, or, if available, in other states.
Predictive information showing the linkage between the scores attained by
the student on the statewide, standardized tests and the scores he or she may
potentially attain on nationally recognized college entrance examinations, if
available. This information shall be provided in a timely manner as it
becomes available to the Department of Public Instruction but may be
provided later than the beginning of the school year."

SECTION 7.28A.(d) G.S. 115C-81(b) reads as rewritten:
"(b) The Basic Education Program shall include course requirements and descriptions
similar in format to materials previously contained in the standard course of study-study, and it

shall provide:provide all of the following:

(1)
(2)

(3)
(4)

(4a)

A core curriculum for all students that takes into account the special needs of
children;children.

A set of competencies, by grade level, for each curriculum area;area.

A list of textbooks for use in providing the eurricsbam;curriculum.

Standards for student performance and promotion based on the mastery of
competencies, including standards for graduation, that take into account
children with disabilities and, in particular, include appropriate
modifications;modifications.

Standards for early promotion based on the mastery of competencies. These

(5)
(6)
(7)
(8)
(9)
(10)
(11)

(12)

standards shall apply when early grade or course promotion based on the
mastery of competencies is permitted in a school and shall include
requirements for early promotion based on mastery of competencies, at a
minimum, in the following subject areas and grade levels:

a. For English language arts, at least grades three through 12.

b. For mathematics, at least grades three through 12.

A program of remedial edueation;education.

Required support pregrams;programs.
A definition of the instructional day;day.

Class size recommendations and reguirerments;requirements.

Prescribed staffing allotment ratios:ratios.

Material and equipment allotment raties;ratios.

Facilities guidelines that reflect educational program appropriateness,
long-term cost efficiency, and safety eensiderations;andconsiderations.

Any other information the Board considers appropriate and necessary.

The State Board shall not adopt or enforce any rule that requires Algebra | as a graduation
standard or as a requirement for a high school diploma for any student whose individualized
education program (i) identifies the student as learning disabled in the area of mathematics and
(i) states that this learning disability will prevent the student from mastering Algebra I.

The State Board shall not require any student to prepare a high school graduation project as
a condition of graduation from high school; local boards of education may, however, require
their students to complete a high school graduation project.”
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SECTION 7.28A.(e) This section applies beginning with the 2018-2019 school
year.

PRIVATE ALTERNATIVE TEACHER PREPARATION

SECTION 7.28B.(a) G.S. 115C-296.12 reads as rewritten:

"8 115C-296.12. Lateral entry teachereducationeducator preparation programs.

@) It is the policy of the State of North Carolina to encourage lateral entry into the
profession of teaching by skilled individuals from the private sector. Skilled individuals who
choose to enter the profession of teaching laterally may be granted an initial teaching license
for no more than three years and shall be required to obtain licensure required for those who
have taught more than three years before contracting for a fourth year of service with any local
school administrative unit in this State. The criteria and procedures for lateral entry shall
include preservice training in all of the following areas:

1) The identification and education of children with disabilities.

@) Positive management of student behavior.

3) Effective communication for defusing and deescalating disruptive or
dangerous behavior.

4) Safe and appropriate use of seclusion and restraint.

(al) The State Board of Education shall approve at least one, but no more than four,
alternative, private, for-profit, or nonprofit lateral entry educator preparation programs if the
programs meet standards set by the State Board of Education. The standards shall include all of
the following requirements:

(1) The competency-based standards necessary to earn a teaching license
pursuant to subdivisions (1) through (4) of subsection (b) of this section.

(2) At least 80 instructional hours of classroom readiness training, including the
preservice training required pursuant to subsection (a) of this section, prior
to entering the classroom.

(3) A minimum of three educator coaching visits in the first year of teaching.

(4)  All required pedagogy and subject-area content completed by the end of the
first year of teaching.

Alternative educator preparation program providers approved pursuant to this subsection
shall administer the training needed to meet the standards set by the State Board of Education.

(b) The State Board of Education, in consultation with the State Board of Community
Colleges and North Carolina Independent Colleges and Universities, Inc., may provide a
competency-based program of study for lateral entry teachers to complete the coursework
necessary to earn a teaching license. To this end, the State Board of Education, in consultation
with the State Board of Community Colleges and North Carolina Independent Colleges and
Universities, Inc., shall establish a competency-based program of study for lateral entry
teachers to be implemented within the Community College System and at approved educator
preparation programs at private, nonprofit two-year colleges. These programs shall meet
standards set by the State Board of Education. To ensure that programs of study for lateral
entry remain current and reflect a rigorous course of study that is aligned to State and national
standards, the State Board of Education shall do all of the following to ensure that lateral entry
personnel are prepared to teach:

1) Provide adequate coursework in the teaching of reading and mathematics for
lateral entry teachers seeking certification in elementary education.

2 Assess lateral entry teachers prior to licensure to determine that they possess
the requisite knowledge in scientifically based reading and mathematics
instruction that is aligned with the State Board's expectations.

3 Prepare all lateral entry teachers to apply formative and summative
assessments  within the school and classroom setting through
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technology-based assessment systems available in North Carolina schools
that measure and predict expected student improvement.

4 Require that lateral entry teachers demonstrate competencies in using digital
and other instructional technologies to provide high-quality, integrated
digital teaching and learning to all students.

(© The State Board of Community Colleges and the State Board of Education shall
jointly identify the community college courses and the educator preparation program courses
that are necessary and appropriate for inclusion in the community college program of study for
lateral entry teachers. To the extent possible, any courses that must be completed through an
approved educator preparation program shall be taught on a community college campus or shall
be available through distance learning. The State Board of Education shall identify the
appropriate courses for a private, nonprofit two-year college to include in the program of study
for lateral entry teachers.

(d) In order to participate in the—community—colege—orprivate,—honprofit-two-year

collegea lateral entry program of study-ferlateral-entry-teachers-study, an individual must hold
at least a bachelor's degree from a regionally accredited institution of higher education.

(e An individual who successfully completes the-a lateral entry program of study and
meets all other lateral entry requirements of licensure set by the State Board of Education shall
be recommended for a North Carolina teaching license.

()] It is further the policy of the State of North Carolina to ensure that local boards of
education can provide the strongest possible leadership for schools based upon the identified
and changing needs of individual schools. The State Board of Education shall carefully
consider a lateral entry program for school administrators to ensure that local boards of
education will have sufficient flexibility to attract able candidates.

(@) By December 15, 2019, and continuing each year thereafter, the State Board of
Education shall report to the Joint Legislative Education Oversight Committee on the
performance of teachers who attain a North Carolina teaching license through an alternative,
private, for-profit, or nonprofit lateral entry educator preparation program. The State Board
shall collect information on the performance of an individual teacher for each year, up to five
years, after that teacher attains a North Carolina teaching license. The report shall include
information on rates of retention of teachers who attain a teaching license pursuant to
subsection (al) of this section and the performance of students learning under teachers who
attain a teaching license pursuant to subsection (al) of this section."”

SECTION 7.28B.(b) The Superintendent of Public Instruction shall request
participation applications from alternative, private, for-profit, or nonprofit lateral entry educator
preparation programs no later than August 1, 2017, and shall present those applications to the
State Board of Education no later than September 15, 2017. By November 15, 2017, the State
Board of Education shall approve a minimum of one program, but no more than a total of four
programs, if those programs meet the requirements of G.S. 115C-296.12(al) and have at least
five years of experience providing educator preparation services. Approved programs may
begin operating as early as the 2018 spring academic term.

SCHOOL CALENDAR FLEXIBILITY PILOT PROGRAM

SECTION 7.28C.(a) Purpose. — The State Board of Education (State Board) shall
establish a School Calendar Flexibility Pilot Program (program). The purpose of the program is
to determine the impact of school calendar flexibility for opening and closing dates on student
achievement and summer internships and to identify and quantify the communities that can
support local school calendar control and those that cannot.

SECTION 7.28C.(b) Participation. — All local school administrative units in the
following counties, which collectively represent the geographic, economic, and social diversity
of the State, are authorized to participate in the program: Anson County, Bladen County,
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Cabarrus County, Caldwell County, Cherokee County, Cleveland County, Davidson County,
Duplin County, Graham County, Greene County, Guilford County, Martin County, McDowell
County, Mitchell County, Northampton County, Robeson County, Rowan County, Warren
County, Washington County, and Wilson County.

Any local board of education of a local school administrative unit authorized to
participate in the program may elect not to participate. For each local school administrative unit
that elects not to participate in the program, the State Board may authorize one replacement
local school administrative unit to participate in the program. Together, the local school
administrative units participating in the program shall represent the geographic, economic, and
social diversity of the State.

SECTION 7.28C.(c) Implementation. — Each local school administrative unit
participating in the program shall do so for three school years, beginning in either the
2018-2019 school year or the 2019-2020 school year. The State Board shall provide the
Department of Commerce with a list of the participating local school administrative units no
later than February 1, 2018.

Notwithstanding G.S. 115C-84.2(d), local boards of education of participating local
school administrative units shall determine, for the duration of the program, the dates of
opening and closing the public schools under G.S. 115C-84.2(a)(1). Except for year-round
schools, the opening date for students shall be no earlier than the Monday closest to August 10
and the closing date for students shall be no later than the Friday closest to June 11. A local
board may revise the scheduled closing date if necessary in order to comply with the minimum
requirements for instructional days or instructional time.

The required opening and closing dates under this section shall not apply to any
school that a local board designated as having a modified calendar for the 2003-2004 school
year or to any school that was part of a planned program in the 2003-2004 school year for a
system of modified calendar schools, so long as the school operates under a modified calendar.

SECTION 7.28C.(d) Data Collection by Department of Public Instruction. — For
the duration of the program, the Department of Public Instruction shall contact each
participating local school administrative unit annually to determine (i) the actual dates for
opening and closing the public schools, (ii) the impact of the program on student achievement
and summer internships, and (iii) any other information the Department deems necessary for
purposes of the study. The Department of Public Instruction shall provide the Department of
Commerce with the actual dates for opening and closing the public schools in each
participating local school administrative unit.

SECTION 7.28C.(e) Department of Commerce Evaluation. — The Department of
Commerce shall study the effect of the program on the travel and tourism industry for all 100
counties of the State.

SECTION 7.28C.(f) Reports. — By November 15 of each year following the
operation of the program, the State Board and the Department of Commerce shall separately
report to the School of Government at the University of North Carolina at Chapel Hill on the
effects of the program. The State Board shall report on (i) implementation and administration
of the program; (ii) any impact of the program on student achievement; (iii) any effect of the
program on summer internships; and (iv) any recommendations on the modification,
continuation, and potential expansion of the program statewide. The State Board shall also
recommend any local school administrative units that should be assigned calendar flexibility on
an ongoing basis. The Department of Commerce shall report on any economic impact of the
program on the tourism industry in the State. The School of Government shall evaluate this
information and provide an aggregated report to the Joint Legislative Education Oversight
Committee by December 15 of the same year.

WAIVE FEE FOR CAMBRIDGE AICE PROGRAM COURSE
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SECTION 7.28D.(a) G.S. 115C-174.26(a) reads as rewritten:

"(a) Itis the intent of the State to enhance accessibility and encourage students to enroll
in and successfully complete more rigorous advanced courses to enable success in
postsecondary education for all students. For the purposes of this section, an advanced course is
an Advanced Placement er—course, an International Baccalaureate Diploma Programme
eeurse-course, or a Cambridge Advanced International Certificate of Education (AICE) course,
including an AS-Level or A-Level course. To attain this goal, to the extent funds are made
available for this purpose, students enrolled in public schools shall be exempt from paying any
fees for administration of examinations for advanced courses and registration fees for advanced
courses in which the student is enrolled regardless of the score the student achieves on an
examination."

SECTION 7.28D.(b) Section 8.27(d) of S.L. 2013-360, as amended by Section
8.17 of S.L. 2014-100, reads as rewritten:

"SECTION 8.27.(d) Of the funds appropriated to the Department of Public Instruction to
implement the requirements of this section, ten million eight hundred thirty-one thousand one
hundred eighty-four dollars ($10,831,184) for the 2014-2015 fiscal year shall be used to fund
fees for testing in advanced courses and one million five hundred thousand dollars ($1,500,000)
for each fiscal year shall be used by the North Carolina Advanced Placement Partnership to
carry out its responsibilities as set forth in this section. Funding appropriated for professional
development may be used by the State Board of Education to contract with an independent
evaluator to assess the implementation and impact of advanced course programs in North
Carolina. For the purposes of this section, until June 30, 2017, the term "advanced courses"
means an Advanced Placement or International Baccalaureate Diploma Programme course.
Beginning with the 2017-2018 fiscal year, the term "advanced courses” means an Advanced
Placement course, an International Baccalaureate Diploma Programme course, or a Cambridge
Advanced International Certificate of Education (AICE) course, including an AS-Level or
A-Level course.

If the funds appropriated for the 2014-2015 fiscal year and subsequent fiscal years are
insufficient, the Department of Public Instruction may use other funds within the State Public
School Fund for these purposes."

FINANCIAL LITERACY ELECTIVE COURSE PILOT PROGRAM

SECTION 7.32.(a) Purpose. — The State Board of Education (State Board) shall
establish a five-year Financial Literacy Elective Course Pilot Program (Program). The purpose
of the Program is to determine the value of an in-depth high school elective course on personal
financial literacy and the extent to which the course can provide high school students with the
detailed knowledge and skills needed to become self-supporting and to make critical decisions
regarding their personal finances.

SECTION 7.32.(b) Participation. — The State Board shall select local school
administrative units to participate in the Program. The selected local school administrative units
collectively shall represent the geographic, economic, and social diversity of the State. Each
selected local school administrative unit shall participate in the Program for five school years,
beginning in the 2017-2018 school year.

SECTION 7.32.(c) Implementation. — The Program shall authorize and assist the
selected local school administrative units in the implementation of a high school elective course
on personal financial literacy. This course shall serve as an in-depth supplement to the
instruction in personal financial literacy required pursuant to G.S. 115C-81(i). The components
of the elective course shall include, at a minimum, detailed information on personal banking,
credit card finance, student loan financing, mortgages, credit scoring and credit reports,
borrowing money for an automobile or other large purchase, and best practices in personal
finance.
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Prior to selecting the pilot units, the State Board shall develop a curriculum,
materials, qualifications for teaching the course, and guidelines for local boards of education to
use in implementing the course.

SECTION 7.32.(d) Reporting Requirement. — By November 15 of each year
following the operation of the Program, the State Board shall report to the Joint Legislative
Education Oversight Committee on the implementation and administration of the Program in
the pilot units and any recommendations on the modification, continuation, and potential
expansion of the Program statewide.

STABILIZATION FUNDS FOR WAYNE COUNTY PUBLIC SCHOOLS/SEYMOUR
JOHNSON AIR FORCE BASE

SECTION 7.33.(a) Notwithstanding any other provision of law, the funds
appropriated by this act for the 2017-2019 fiscal biennium to the Department of Public
Instruction for supplemental funding in low-wealth counties shall be reduced in the 2017-2018
fiscal year by two million dollars ($2,000,000) in nonrecurring funds.

SECTION 7.33.(b) Notwithstanding any other provision of law, the funds
appropriated by this act for the 2017-2019 fiscal biennium to the Department of Public
Instruction shall be increased in the 2017-2018 fiscal year by two million dollars ($2,000,000)
in nonrecurring funds for stabilization funds for Wayne County Public Schools, which serve
Wayne County, the location of Seymour Johnson Air Force Base.

TRANSPORTATION FUNDS

SECTION 7.34. Notwithstanding any other provision of law, the funds
appropriated from the General Fund to the Department of Public Instruction by this act for the
2017-2019 fiscal biennium for the transportation allotment shall be decreased by the sum of
seventy-three million two hundred seventy-seven thousand one hundred ninety-two dollars
($73,277,192) for the 2017-2018 fiscal year and by the sum of fifty-one million three hundred
eighty-six thousand ninety dollars ($51,386,090) for the 2018-2019 fiscal year.

PART VIII. COMPENSATION OF PUBLIC SCHOOL EMPLOYEES

TEACHER SALARY SCHEDULE
SECTION 8.1.(a) The following monthly teacher salary schedule shall apply for
the 2017-2018 fiscal year to licensed personnel of the public schools who are classified as
teachers. The salary schedule is based on years of teaching experience.
2017-2018 Monthly Teacher Salary Schedule

Years of Experience "A" Teachers
0 $3,530
1-2 $3,630
3-4 $3,730
5-6 $3,830
7-8 $3,930
9-10 $4,055
11-12 $4,205
13-14 $4,355
15 $4,555
16 $4,630
17-18 $4,730
19-20 $4,830
21-22 $4,930
23-24 $5,030
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25+ $5,130.
SECTION 8.1.(b) Salary Supplements for Teachers Paid on This Salary Schedule.

1) Licensed teachers who have NBPTS certification shall receive a salary
supplement each month of twelve percent (12%) of their monthly salary on
the "A" salary schedule.

2 Licensed teachers who are classified as "M" teachers shall receive a salary
supplement each month of ten percent (10%) of their monthly salary on the
"A" salary schedule.

3) Licensed teachers with licensure based on academic preparation at the
six-year degree level shall receive a salary supplement of one hundred
twenty-six dollars ($126.00) per month in addition to the supplement
provided to them as "M" teachers.

4) Licensed teachers with licensure based on academic preparation at the
doctoral degree level shall receive a salary supplement of two hundred
fifty-three dollars ($253.00) per month in addition to the supplement
provided to them as "M" teachers.

(5) Certified school nurses shall receive a salary supplement each month of ten
percent (10%) of their monthly salary on the "A" salary schedule.

SECTION 8.1.(c) The first step of the salary schedule for (i) school psychologists,

(i) school speech pathologists who are licensed as speech pathologists at the master's degree
level or higher, (iii) school audiologists who are licensed as audiologists at the master's degree
level or higher, and (iv) school counselors shall be equivalent to the sixth step of the "A" salary
schedule. These employees shall receive a salary supplement each month of ten percent (10%)
of their monthly salary and are eligible to receive salary supplements equivalent to those of
teachers for academic preparation at the six-year degree level or the doctoral degree level.

SECTION 8.1.(d) The twenty-sixth step of the salary schedule for (i) school
psychologists, (ii) school speech pathologists who are licensed as speech pathologists at the
master's degree level or higher, (iii) school audiologists who are licensed as audiologists at the
master's degree level or higher, and (iv) school counselors shall be seven and one-half percent
(7.5%) higher than the salary received by these same employees on the twenty-fifth step of the
salary schedule.

SECTION 8.1.(e) Beginning with the 2014-2015 fiscal year, in lieu of providing
annual longevity payments to teachers paid on the teacher salary schedule, the amounts of those
longevity payments are included in the monthly amounts under the teacher salary schedule.

SECTION 8.1.(f) A teacher compensated in accordance with this salary schedule
for the 2017-2018 fiscal year shall receive an amount equal to the greater of the following:

1) The applicable amount on the salary schedule for the applicable fiscal year.

2) For teachers who were eligible for longevity for the 2013-2014 fiscal year,
the sum of the following:

a. The teacher's salary provided in Section 35.11 of S.L. 2013-360.

b. The longevity that the teacher would have received under the
longevity system in effect for the 2013-2014 fiscal year provided in
Section 35.11 of S.L. 2013-360 based on the teacher's current years
of service.

C. The annual bonus provided in Section 9.1(e) of S.L. 2014-100.

3) For teachers who were not eligible for longevity for the 2013-2014 fiscal
year, the sum of the teacher's salary and annual bonus provided in Section
9.1 of S.L. 2014-100.
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SECTION 8.1.(g) A school counselor compensated in accordance with this salary
schedule for the 2017-2018 fiscal year shall receive an amount equal to the greater of the
following:

1) The applicable amount on the salary schedule for the applicable fiscal year.

@) The applicable amount the school counselor is entitled to receive pursuant to

subsection (f) of this section.

3 The salary the school counselor received in the 2016-2017 fiscal year

pursuant to Section 9.1 of S.L. 2016-94.

SECTION 8.1.(h) As used in this section, the term "teacher" shall also include
instructional support personnel.

SECTION 8.1.(i) Section 9.1(i) of S.L. 2016-94 is repealed.

PRINCIPAL SALARIES

SECTION 8.3.(a) The following annual principal salary schedule is composed of
two elements, the base schedule and the complementary schedule, and shall apply for the
2017-2018 fiscal year, beginning July 1, 2017. The base schedule is calculated using a monthly
rate of pay equivalent to the monthly rate of pay for teachers with 15 years of experience who
are classified as "A" teachers, plus twelve percent (12%).

2017-2018 Annual Principal Salary Schedule
Base Schedule

Years of Experience Base

0 $61,219

1 $62,227

2-3 $63,571

4-5 $64,915

6-7 $66,259

8-9 $67,603

10+ $68,947

Complementary Schedule
ADM

Free or Reduced Lunch 0-149 150-700 701-1400 1401+
Up to 20% Base Base +1.5%  Base + 3% Base + 4.5%
Up to 50% Base + 1.5%  Base + 3% Base +4.5% Base + 6%
Up to 70% Base + 3% Base +4.5%  Base + 6% Base + 7.5%
Up to 95% Base +4.5%  Base + 6% Base + 7.5% Base + 9%
Up to 100% Base + 6% Base + 7.5%  Base + 9% Base + 10.5.%.

SECTION 8.3.(b) A principal's placement within the complementary schedule
shall be determined according to the percentage of students in the school supervised by the
principal who individually qualify for the federal free or reduced-price lunch program and the
average daily membership (ADM) of the school supervised by the principal in the current
school year. A principal shall be paid at the highest amount for which the principal qualifies.

SECTION 8.3.(b1) It is the intent of the General Assembly that any base salary
schedule for principals existing in subsequent fiscal years will be calculated using a monthly
rate of pay equivalent in that fiscal year to one of the following:

(1)  The then monthly rate of pay for teachers with 15 years of experience who

are classified as "A" teachers, plus a minimum of twelve percent (12%).

(2) In the event the "A" Teachers salary schedule no longer exists, the then
monthly rate of pay for teachers that most closely corresponds to the
monthly rate of pay for teachers with 15 years of experience who are
classified as "A" teachers, plus a minimum of twelve percent (12%).
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SECTION 8.3.(c) A principal compensated in accordance with this section for the
2017-2018 fiscal year shall receive an amount equal to the greater of the following:

Q) The applicable amount determined pursuant to subsections (a) and (b) of this
section.

@) For principals who were eligible for longevity in the 2016-2017 fiscal year,
the sum of the following:

a. The salary the principal received in the 2016-2017 fiscal year
pursuant to Section 9.2 of S.L. 2016-94.

b. The longevity that the principal would have received as provided for
State employees under the North Carolina Human Resources Act for
the 2016-2017 fiscal year based on the principal's current years of
service.

(€)) The salary the principal received in the 2016-2017 fiscal year pursuant to
Section 9.2 of S.L. 2016-94.

SECTION 8.3.(d) G.S. 115C-105.25(b)(5c) reads as rewritten:

"(5¢) Funds allocated for school building administration may be converted for any
purpose authorized by the policies of the State Board of Education. For
funds related to principal positions, the salary transferred shall be based on
the first step of thePrineipalHH-Salary-Sehedule-the base schedule element
of the Principal Salary Schedule. For funds related to assistant principal
months of employment, the salary transferred shall be based on the first step
of the Assistant-Principal-Salary-Schedule."A" Teachers Salary Schedule at
the salary level for assistant principals. Certified position allotments shall
not be transferred to dollars to hire the same type of position."

ASSISTANT PRINCIPAL SALARIES

SECTION 8.5.(a) For the 2017-2018 fiscal year, commencing July 1, 2017,
assistant principals shall receive a monthly salary based on the salary schedule for teachers who
are classified as "A" teachers, plus twenty-two percent (22%). Years of experience for an
assistant principal on the salary schedule shall be measured by the total number of years the
assistant principal has spent as a teacher, an assistant principal, or both. For purposes of this
section, an administrator with a one-year provisional assistant principal's certificate shall be
considered equivalent to an assistant principal.

SECTION 8.5.(b) Longevity pay for assistant principals shall be as provided for
State employees under the North Carolina Human Resources Act.

SECTION 8.5.(c) Assistant principals with certification based on academic
preparation at the six-year degree level shall be paid a salary supplement of one hundred
twenty-six dollars ($126.00) per month and at the doctoral degree level shall be paid a salary
supplement of two hundred fifty-three dollars ($253.00) per month.

SECTION 8.5.(d) Participants in an approved full-time master's in-school
administration program shall receive up to a 10-month stipend at the beginning salary of an
assistant principal during the internship period of the master's program. The stipend shall not
exceed the difference between the beginning salary of an assistant principal plus the cost of
tuition, fees, and books and any fellowship funds received by the intern as a full-time student,
including awards of the Principal Fellows Program. The Principal Fellows Program or the
school of education where the intern participates in a full-time master's in-school administration
program shall supply the Department of Public Instruction with certification of eligible
full-time interns.

SECTION 8.5.(e) An assistant principal compensated in accordance with this
section for the 2017-2018 fiscal year shall receive an amount equal to the greater of the
following:
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Q) The applicable amount determined pursuant to subsections (a) through (d) of
this section.

2 The salary the assistant principal received in the 2016-2017 fiscal year
pursuant to Section 9.2 of S.L. 2016-94.

CENTRAL OFFICE SALARIES
SECTION 8.6.(a) The monthly salary ranges that follow apply to assistant
superintendents, associate superintendents, directors/coordinators, supervisors, and finance
officers for the 2017-2019 fiscal biennium, beginning July 1, 2017:
2017-2018 Fiscal Year

Minimum Maximum
School Administrator | $3,525 to $6,501
School Administrator |1 $3,729 to $6,888
School Administrator 111 $3,951 to $7,300
School Administrator IV $4,104 to $7,585
School Administrator V $4,265 to $7,887
School Administrator VI $4,517 to $8,356
School Administrator V11 $4,693 to $8,688

2018-2019 Fiscal Year

Minimum Maximum
School Administrator | $3,609 to $6,585
School Administrator 11 $3,813 to $6,972
School Administrator 111 $4,035 to $7,384
School Administrator IV $4,188 to $7,669
School Administrator V $4,349 to $7,971
School Administrator VI $4,601 to $8,440
School Administrator V11 $4,777 to $8,772.

The local board of education shall determine the appropriate category and
placement for each assistant superintendent, associate superintendent, director/coordinator,
supervisor, or finance officer within the salary ranges and within funds appropriated by the
General Assembly for central office administrators and superintendents. The category in which
an employee is placed shall be included in the contract of any employee.

SECTION 8.6.(b) The monthly salary ranges that follow apply to public school
superintendents for the 2017-2019 fiscal biennium, beginning July 1, 2017:

2017-2018 Fiscal Year

Minimum Maximum
Superintendent | $4,974 to $9,209
Superintendent |1 $5,273 to $9,758
Superintendent 11 $5,586 to $10,344
Superintendent 1V $5,921 to $10,965
Superintendent V $6,277 to $11,626

2018-2019 Fiscal Year

Minimum Maximum
Superintendent | $5,058 to $9,293
Superintendent |1 $5,357 to $9,842
Superintendent 111 $5,670 to $10,428
Superintendent IV $6,005 to $11,049
Superintendent V $6,361 to $11,710.

The local board of education shall determine the appropriate category and
placement for the superintendent based on the average daily membership of the local school
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administrative unit and within funds appropriated by the General Assembly for central office
administrators and superintendents.

SECTION 8.6.(c) Longevity pay for superintendents, assistant superintendents,
associate superintendents, directors/coordinators, supervisors, and finance officers shall be as
provided for State employees under the North Carolina Human Resources Act.

SECTION 8.6.(d) Superintendents, assistant superintendents, associate
superintendents, directors/coordinators, supervisors, and finance officers with certification
based on academic preparation at the six-year degree level shall receive a salary supplement of
one hundred twenty-six dollars ($126.00) per month in addition to the compensation provided
pursuant to this section. Superintendents, assistant superintendents, associate superintendents,
directors/coordinators, supervisors, and finance officers with certification based on academic
preparation at the doctoral degree level shall receive a salary supplement of two hundred
fifty-three dollars ($253.00) per month in addition to the compensation provided for under this
section.

SECTION 8.6.(e) The State Board of Education shall not permit local school
administrative units to transfer State funds from other funding categories for salaries for public
school central office administrators.

NONCERTIFIED PERSONNEL SALARIES

SECTION 8.7.(a) For the 2017-2018 fiscal year, the annual salary for permanent,
full-time noncertified public school employees whose salaries are supported from State funds
shall be increased by one thousand dollars ($1,000).

SECTION 8.7.(b) For the 2018-2019 fiscal year, the annual salary for permanent,
full-time noncertified public school employees whose salaries are supported from State funds
shall be increased, in addition to any increase received pursuant to subsection (a) of this
section, by one thousand dollars ($1,000).

SECTION 8.7.(c) For the 2017-2019 fiscal biennium, part-time, noncertified
public school employees whose salaries are supported from State funds shall receive the
increases authorized by subsections (a) and (b) of this section in the applicable fiscal year on a
prorated and equitable basis.

SECTION 8.7.(d) Notwithstanding subsection (c) of this section, of the funds
appropriated in this act for salary increases for noncertified personnel in the 2017-2019 fiscal
biennium, the sum of sixteen million eight hundred fifty-five thousand eighty-one dollars
($16,855,081) and the sum of thirty-three million seven hundred ten thousand one hundred
sixty-two dollars ($33,710,162), in the 2017-2018 and 2018-2019 fiscal years, respectively,
shall be allocated to local boards of education to increase the average rates of pay for all school
bus drivers in the local school administrative unit on an equitable basis.

VETERAN TEACHER RETENTION BONUS PROGRAM
SECTION 8.8A.(a) Bonus Program. — The State Board of Education shall
establish the Veteran Teacher Retention Bonus Program (program) to reward eligible veteran
teachers who continue teaching in a local school administrative unit located in North Carolina
according to agreements entered into under subsection (b) of this section. As used in this
section, the following definitions apply:
1) Bonus agreement. — A standard contract developed by the Department of
Public Instruction that contains all the terms and conditions required by this
section. The form shall be made available on the Department's Web site in a
form that can be downloaded.
(2) Eligible veteran teacher. — A teacher who, as of the applicable notification
date, is paid on a step of the State salary schedule for teachers corresponding
to at least 27 years of teaching experience.
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©)

(4)

()

Qualifying veteran teacher. — An eligible veteran teacher who enters into a
bonus agreement pursuant to subdivisions (1) or (2) of subsection (b) of this
section.

Notification date. — One of the following as applicable:

a. September 30, 2017, for an eligible teacher entering into a bonus
agreement pursuant to subdivision (1) of subsection (b) of this
section.

b. April 30, 2018, for an eligible teacher entering into a bonus
agreement pursuant to subdivision (2) of subsection (b) of this
section.

Employing local school administrative unit. — The local school

administrative unit where a qualifying veteran teacher is employed.

SECTION 8.8A.(b) The Bonus Agreement. — An eligible veteran teacher qualifies
to receive a bonus of up to five thousand dollars ($5,000) pursuant to this section if the teacher
does one of the following:

1)

(2)

Agrees in writing by the applicable notification date to continue teaching in
a local school administrative unit located in North Carolina for the
remainder of the 2017-2018 school year and all of the 2018-2019 school
year. The local school administrative unit shall pay the bonus to the teacher
in two installments of two thousand five hundred dollars ($2,500) each. The
first installment shall be paid by October 31, 2017, and the second
installment shall be paid by October 31, 2018.

Agrees in writing by the applicable notification date to continue teaching in
a local school administrative unit located in North Carolina for the
remainder of the 2017-2018 school year, all of the 2018-2019 school year,
and all of the 2019-2020 school year. The local school administrative unit
shall pay the bonus to the teacher in two installments of two thousand five
hundred dollars ($2,500) each. The first installment shall be paid by October
31, 2018, and the second installment shall be paid by October 31, 2019.

SECTION 8.8A.(c) Additional Terms and Conditions. — The following additional
terms and conditions apply and shall be set out in the bonus agreement:

1)

)

(3)

(4)

An eligible veteran teacher seeking to qualify for a bonus must submit a
signed and notarized bonus agreement to the employing local school
administrative unit and one copy to the Department of Public Instruction.
The executed bonus agreement must be sent via registered or certified mail,
return receipt requested, and postmarked no later than the applicable
notification date.

The employing local school administrative unit shall keep and maintain a list
of qualifying veteran teachers employed in the unit who are participating in
the program. The Department of Public Instruction shall keep and maintain a
list of qualifying veteran teachers employed in the State who are
participating in the program.

If a wveteran teacher participating in the program accepts full-time
employment outside the employing local school administrative unit, with the
intention of beginning that employment before the expiration of time
specified in the bonus agreement, the veteran teacher shall notify the
employing local school administrative unit within five days. The local
school administrative unit shall notify the Department of Public Instruction
within 30 days of receiving notification from the veteran teacher.

If a qualifying veteran teacher participating in the program accepts a
full-time teaching position in a different local school administrative unit
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located in North Carolina, the qualifying veteran teacher shall notify the

different local school administrative unit that the qualifying veteran teacher

IS a participant in the program.

(5) If a veteran teacher fails to continue teaching in a local school administrative
unit located in North Carolina for the period of time specified in the bonus
agreement, the employing local school administrative unit shall withhold the
full bonus amount that has been paid, up to five thousand dollars ($5,000),
from any wages due to the veteran teacher. The veteran teacher shall also
forfeit any additional bonus installment the teacher might otherwise receive.

(6) If the local school administrative unit is unable to recover the unearned
bonus amount pursuant to subdivision (5) of this subsection, the Department
of Public Instruction shall have the authority to do any of the following:

a. Direct the State Treasurer to garnish the unearned bonus amount
from payments made to the veteran teacher pursuant to the Teachers'
and State Employees' Retirement System of North Carolina.
G.S. 135-9 shall not apply to actions taken by the Department of
Public Instruction under this subdivision.

b. Act as a claimant agency under Chapter 105A of the General Statutes
for purposes of setoff debt collection as to the unearned bonus
amount.

C. Bring a civil action in the General Court of Justice to collect the
unearned bonus amount.

(7) A qualifying veteran teacher who fails to continue teaching in a local school
administrative unit located in North Carolina for the period of time specified
in the bonus agreement is exempted from repaying the unearned bonus
amount if the qualifying veteran teacher is no longer able to continue
teaching because of death, illness, or disability.

SECTION 8.8A.(d) Maximum Bonus Amount. — No qualifying veteran teacher
shall receive more than five thousand dollars ($5,000) in bonus funds under this section. The
bonus or bonuses awarded to a qualifying veteran teacher under this section shall be in addition
to any regular wage or other bonus the teacher receives or is scheduled to receive.

SECTION 8.8A.(e) Bonus Not for Retirement. — Notwithstanding G.S. 135-1(7a),
the compensation bonus awarded pursuant to this section is not compensation under Article 1
of Chapter 135 of the General Statutes, the Teachers' and State Employees' Retirement System.

SECTION 8.8A.(f) 2019-2020 Funds. — For the 2019-2020 fiscal year only, the
Director of the Budget shall also include in the base budget, as defined by
G.S. 143C-1-1(d)(1c), the amount of nonrecurring funds needed to support the program.

REVISE TEACHER BONUS PROGRAMS
SECTION 8.8B.(a) Section 8.8 of S.L. 2016-94 reads as rewritten:

"ADVANCED PLACEMENT/INTERNATIONAL BACCALAUREATE
BACCALAUREATE/CAMBRIDGE AICE TEACHER BONUS PH-OT-PROGRAM
"SECTION 8.8.(a) The State Board of Education shall establish the Advanced

Placement/International Bacealaureate—Piot-Baccalaureate/Cambridge AICE Program {piet

program)-(program) to reward advanced course teacher performance and to encourage student

learning and improvement. To attain this goal, the Department of Public Instruction shall
administer bonus pay fertwe-seheolyears-through the end of the 2017-2019 fiscal biennium to

Heensed-teachers of advanced eeurses—courses in public schools, including charter schools,

beginning with data from the 2015-2016 school year, in accordance with the following:
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1)

()

(3)

A bonus in the amount of fifty dollars ($50.00) for each student taught by an
advanced course teacher in each advanced course who receives the following
score:

a. For Advanced Placement courses, a score of three or higher on the
College Board Advanced Placement Examination.

b. For International Baccalaureate Diploma Programme courses, a score
of four or higher on the International Baccalaureate course
examination.

C. For the Cambridge Advanced International Certificate of Education

(AICE) program, a score of "E" or higher on the Cambridge AICE
program examinations.
No teacher shall be awarded a bonus pursuant to this subsection that exceeds
two-thousand-delars{$2,000)three thousand five hundred dollars ($3,500) in
any given school year. The bonus awarded to a teacher pursuant to this
subsection shall be in addition to any regular wage or other bonus the
teacher receives or is scheduled to receive

the—294:6—2914—seheel—year—behuses—80nuses awarded pursuant to thls

subsection are payable in January—2017—and—January—2018;
respectivehyJanuary, based on data from the previous school year, to

qualifying advanced—eceurse—teachers who remain employed teaching
advanced-courses-in the same local school administrative unit at least from
the school year the data is collected until the corresponding school year that
the bonus is paid.

"SECTION 8.8.(b) For the purposes of this section, an "advanced course" shall mean an
Advanced Placement er—course, an International Baccalaureate Diploma Programme
eeurse-course, or a Cambridge AICE course.

"SECTION 8.8.(c) Notwithstanding G.S. 135-1(7a), the compensation bonuses awarded
under this section are not compensation under Article 1 of Chapter 135 of the General Statutes,
the Teachers' and State Employees' Retirement System.

"SECTION 8.8.(d) The State Board of Education shall repert-en—and-study—thepieot
program-as-follows:

&

Fhe-State-Board-shall-repert-on-study the effect of the program on advanced

course teacher performance and retention. The State Board shall report the
results of its findings and the amount of bonuses awarded to advanced
course teachers, including the amount awarded for Advanced Placement
eeurses—and—courses, the amount awarded for International Baccalaureate
Diploma Programme courses, and the amount awarded for Cambridge AICE
program courses, to the President Pro Tempore of the Senate, the Speaker of
the House of Representatives, the Joint Legislative Education Oversight
Committee, and the Fiscal Research Division by March 15261+ -and-again

Iey—Mareh—l%—zGi&lS of each year.

"SECTION 8.8.(e) For the 2017 2018 flscal year only, the D|rect0r of the Budget shaII
also include in the base budget, as defined by G.S.143C-1-1(d)(1c), the amount of
nonrecurring funds needed 1o support the pHet-program.
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SECTION 8.8B.(b) Section 8.9 of S.L. 2016-94 reads as rewritten:

"INDUSTRY CERTIFICATIONS AND CREDENTIALS TEACHER BONUS PH-OF

PROGRAM

"SECTION 8.9.(a) The State Board of Education, in collaboration with the Department of
Commerce, shall establish the Industry Certifications and Credentials Teacher Bonus PHet
Program {pHet-program)(program) to reward the performance of teachers in public schools,
including charter schools, who teach students earning approved industry certifications or
credentials consistent with G.S. 115C-156.2 and to encourage student learning and
improvement. To attain this goal, the Department of Public Instruction shall administer bonus
pay fertwo-schoolyears-through the end of the 2017-2019 fiscal biennium to teachers in public
schools, including charter schools, who teach students earning approved industry certifications
or credentials, beginning with data from the 2015-2016 school year, in accordance with the
following:

1) For teachers who provide direct instruction to students, bonuses shall be
provided in the following amounts:

a. A bonus in the amount of twenty-five dollars ($25.00) for each
student taught by a teacher who provided instruction in a course that
led to the attainment of an industry certification or credential with a
twenty-five-dollar ($25.00) value ranking as determined under
subdivision (3) of this subsection.

b. A bonus in the amount of fifty dollars ($50.00) for each student
taught by a teacher who provided instruction in a course that led to
the attainment of an industry certification or credential with a
fifty-dollar ($50.00) value ranking as determined under subdivision
(3) of this subsection.

2 No teacher shall be awarded a bonus pursuant to this subsection that exceeds
two-thousand-doHars{($2,000)three thousand five hundred dollars ($3,500) in
any given school year. The bonus awarded to a teacher pursuant to this
subsection shall be in addition to any regular wage or other bonus the
teacher receives or is scheduled to receive.

3) The Department of Commerce, in consultation with the State Board, shall
assign a value ranking for each industry certification and credential based on
academic rigor and employment value in accordance with this subdivision.
Fifty percent (50%) of the ranking shall be based on academic rigor and the
remaining fifty percent (50%) on employment value. Academic rigor and
employment value shall be based on the following elements:

a. Academic rigor shall be based on the number of instructional hours,
including work experience or internship hours, required to earn the
industry certification or credential, with extra weight given for
coursework that also provides community college credit.

b. Employment value shall be based on the entry wage, growth rate in
employment for each occupational category, and average annual
openings for the primary occupation linked with the industry
certification or credential.

(4)

seheel—year—benusesBonuses awarded pursuant to thls subsectlon are
payable in January 2017—andJanuary—2018,—respectively,—to qualifying

teachers who remain employed teaching students—earning-approved-industry
certifications—or—credentials-in the same local school administrative unit at
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least from the school year the data is collected until the corresponding school
year that the bonus is paid.
"SECTION 8.9.(b) Notwithstanding G.S. 135-1(7a), the compensation bonuses awarded
under this section are not compensation under Article 1 of Chapter 135 of the General Statutes,
the Teachers' and State Employees' Retirement System.

"SECTION 8.9.(c) The State Board of Education shall repert-on—and-studythepilot
program-as follows:

&  FheState Board—shal—study the effect of the program on teacher
performance and retention. The State Board shall report en-the results of its
findings, the amount of bonuses awarded to teachers who teach students
earning approved industry certifications or eredentials—credentials, and the
type of industry certifications and credentials earned by their students to the
President Pro Tempore of the Senate, the Speaker of the House of
Representatives, the Joint Legislative Education Oversight Committee, and

the Fiscal Research Division by March 152017 -and-agatr-by-Mareh-15;
2018:15 of each vear

"SECTION 8.9.(d) For the 2017-2018 fiscal year only, the Director of the Budget shall
also include in the base budget, as defined by G.S.143C-1-1(d)(1c), the amount of
nonrecurring funds needed to support the pHet-program.

SECTION 8.8B.(c) Section 9.7 of S.L. 2016-94 reads as rewritten:

"THIRD GRADE READING TEACHER PERFORMANCE PILOT PROGRAM

"SECTION 9.7.(a) The State Board of Education shall establish the Third Grade Reading
Teacher Performance Pilot Program (program) to reward teacher performance and encourage
student learning and improvement. To attain this goal, the Department of Public Instruction
shall administer bonus pay to Heensed—third—grade—teachers who have an Education
Value-Added Assessment System (EVAAS) student growth index score for third grade reading
from the previous school year, beginning with the data from the 2015-2016 school year, as
follows:

1) Of the funds appropriated for this—the program, five million dollars
(%$5,000,000) shall be allocated for bonuses to Hicensed-third-grade-teachers
who are in the top twenty-five percent (25%) of teachers in the State
according to the EVAAS student growth index score for third grade reading
from the previous year. These funds shall be allocated equally among
qualifying teachers.

(2) Of the funds appropriated for this—the program, five million dollars
(%$5,000,000) shall be allocated to pay bonuses to licensed—third—grade
teachers who are in the top twenty-five percent (25%) of teachers in their
respective local school administrative units according to the EVAAS student
growth index score for third grade reading from the previous year. These
funds shall be split proportionally based on average daily membership for
each local school administrative unit and then distributed equally among
qualifying teachers in each local school administrative unit, subject to the
following conditions:

a. Teachers employed in charter schools and regional schools are not
eligible to receive a bonus under this subdivision.
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b. Any teacher working in a local school administrative unit that
employs three or fewer third grade teachers shall receive a bonus
under this subdivision if that teacher has an EVAAS student growth
index score for third grade reading from the previous school year that
exceeds expected growth.

3) For EVAAS student growth index score data collected during the 2015-2016
school year and the 2016-2017 school year, bonuses awarded pursuant to

subdivisions (1) and (2) of this subsection are payable in January of 2017

and January of 2018, respectively, to qualifying third—grade-teachers who

remain employed teaching third—grade—in the same local school
administrative unit at least from the school year the data is collected until the
corresponding school year that the bonus is paid.

4) A teacher who is eligible to receive a bonus under both subdivisions (1) and

(2) of this subsection shall receive both bonuses._The bonus or bonuses

awarded to a teacher pursuant to this subsection shall be in addition to any

regular wage or other bonus the teacher receives or is scheduled to receive.
"SECTION 9.7.(b) Notwithstanding G.S. 135-1(7a), the compensation bonuses awarded
by this section are not compensation under Article 1 of Chapter 135 of the General Statutes, the
Teachers' and State Employees' Retirement System.
"SECTION 9 7. (c) The State Board of Educatlon shaII report on and study the Third
3 ws:study the effect of the
program on teacher performance and retentlon The State Board shall report the results of its

findings,
&  The-State Board-of Education-shall-report-on the distribution of statewide

bonuses as among local school administrative writs—units, and the
distribution of bonuses within local school administrative units as among
individual schools to the President Pro Tempore of the Senate, the Speaker
of the House of Representatives, the Joint Legislative Education Oversight
Committee, and the Fiscal Research Division on March 12017 -and-again
eh—Mareh—l—,’_lOl&lS of each vear bonuses are awarded.

"SECTION 9.7.(d) For the 2017-2018 fiscal year only, the Director of the Budget shall
also include in the Base Budget, as defined by G.S.143C-1-1(d)(1c), the amount of
nonrecurring funds needed to support the Program-program.

"SECTION 9.7.(¢) This section expires June 30, 2018."

SECTION 8.8B.(d) In addition to the bonuses payable in January 2018 pursuant to

Sections 8.8(a), 8.9(a), 9.7(a)(1), and 9.7(a)(2) of S.L. 2016-94, as amended by this section, the
Department of Public Instruction shall make payable no later than October 31, 2017, bonuses
earned by qualifying teachers pursuant to data from the 2015-2016 school year, as follows:

1) Bonuses earned pursuant to Section 8.8 or 8.9 of S.L. 2016-94, as amended
by this section, that were not paid in January of 2017 because the teacher
taught in a charter school.

2 Bonuses earned pursuant to Section 8.8, 8.9, 9.7(a)(1), or 9.7(a)(2) of S.L.
2016-94, as amended by this section, that were not paid in January of 2017
because the teacher did not continue teaching the same subject or grade
level.
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3 Bonuses earned pursuant to Section 8.8(a)(1)c., as amended by this section,
because the teacher taught a Cambridge AICE program course.

THIRD GRADE READING TEACHER BONUS PROGRAM FOR 2018-2019

SECTION 8.8C.(a) It is the intent of the State to reward teacher performance and
encourage student learning and improvement. To attain this goal, the Department of Public
Instruction shall administer the Third Grade Reading Teacher Bonus Program (program) for the
2018-2019 fiscal year to qualifying teachers who have an Education Value-Added Assessment
System (EVAAS) student growth index score for third grade reading from the previous school
year, as follows:

1) For purposes of this section, the following definitions shall apply:

a. Eligible Teacher. — A teacher who meets one or both of the following
criteria:
1. Is in the top twenty-five percent (25%) of teachers in the

State according to the EVAAS student growth index score for
third grade reading from the previous school year.

2. Is in the top twenty-five percent (25%) of teachers in the
teacher's respective local school administrative unit according
to the EVAAS student growth index score for third grade
reading from the previous school year.

b. Qualifying Teacher. — An eligible teacher who remains teaching in
the same local school administrative unit at least from the school
year the data for the EVAAS student growth index score for third
grade reading is collected until the school year a bonus provided
under this subsection is paid.

(2 Of the funds appropriated for this program, five million dollars ($5,000,000)
shall be allocated for bonuses to eligible teachers under sub-sub-subdivision
(Da.1. of this subsection. Funds appropriated for this purpose shall be
distributed equally among qualifying teachers.

3) Of the funds appropriated for this program, five million dollars ($5,000,000)
shall be allocated for bonuses to eligible teachers under sub-sub-subdivision
(1)a.2. of this subsection. Funds allocated for this bonus shall be divided
proportionally based on average daily membership in third grade for each
local school administrative unit and then distributed equally among
qualifying teachers in each local school administrative unit, subject to the
following conditions:

a. Teachers employed in charter schools, regional schools, and
University of North Carolina laboratory schools are not eligible to
receive a bonus under this subdivision.

b. Any teacher working in a local school administrative unit that
employs three or fewer third grade teachers shall receive a bonus
under this subdivision if that teacher has an EVAAS student growth
index score for third grade reading from the previous school year that
exceeds expected growth.

4) Bonuses awarded pursuant to subdivisions (2) and (3) of this subsection are
payable in January to qualifying teachers based on EVAAS student growth
index score data from the previous school year.

5) A qualifying teacher may receive a bonus under both subdivisions (2) and
(3) of this subsection.
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(6) The bonus or bonuses awarded to a qualifying teacher pursuant to this
section shall be in addition to any regular wage or other bonus the teacher
receives or is scheduled to receive.

@) A bonus awarded pursuant to either subdivision (2) or subdivision (3) of this
subsection shall not exceed three thousand five hundred dollars ($3,500) in
any given school year. No teacher shall receive more than seven thousand
dollars ($7,000) in total bonus compensation for any given school year.

SECTION 8.8C.(b) Notwithstanding G.S. 135-1(7a), the bonuses awarded by this
section are not compensation under Article 1 of Chapter 135 of the General Statutes, the
Teachers' and State Employees' Retirement System.

SECTION 8.8C.(c) The State Board of Education shall study the effect of the
bonuses awarded pursuant to this section on teacher performance and retention. The State
Board shall report the results of its findings, the distribution of statewide bonuses as among
local school administrative units, and the distribution of bonuses within local school
administrative units as among individual schools to the President Pro Tempore of the Senate,
the Speaker of the House of Representatives, the Joint Legislative Education Oversight
Committee, and the Fiscal Research Division by March 15, 2019.

SCHOOL BUS DRIVER COMPENSATION AND EMPLOYMENT STUDY
SECTION 8.10. The Department of Public Instruction shall study the
compensation of school bus drivers in the public schools and the challenges of recruiting and
retaining school bus drivers. No later than April 1, 2018, the Department shall submit to the
Joint Legislative Education Oversight Committee and the Fiscal Research Division a report
containing, at a minimum, all of the following information:
(1) A detailed explanation of how school bus drivers are compensated and
employed in the public schools, including, at a minimum, the following

information:

a. Average driving experience of school bus drivers.

b. Rates of retention of school bus drivers in local school administrative
units.

C. Average term of service for school bus drivers.

d. Average hours worked by school bus drivers, per week.

e. Career paths for school bus drivers within a local school
administrative unit.

f. Percentage of school bus drivers who work in the local school

administrative unit in another capacity.
(2)  The challenges of recruiting and retaining school bus drivers faced by local
school administrative units.
3) Recommendations, including input from local school administrators, on
improving the process of recruiting and retaining school bus drivers.

PART IX. COMMUNITY COLLEGES

REORGANIZATION OF THE COMMUNITY COLLEGES SYSTEM OFFICE
SECTION 9.1.(a) Notwithstanding any other provision of law and consistent with
the authority established in G.S. 115D-3, the President of the North Carolina Community
College System may reorganize the System Office in accordance with recommendations and
plans submitted to and approved by the State Board of Community Colleges.
SECTION 9.1.(b) This section expires June 30, 2018.

CARRYFORWARD OF COLLEGE INFORMATION SYSTEM FUNDS

Senate Bill 257-Seventh Edition Page 101



O©CoOoO~NO O WDN PP

General Assembly Of North Carolina Session 2017

SECTION 9.2.(a) Of the funds appropriated to the Community Colleges System
Office for the 2017-2019 fiscal biennium for the College Information System, up to one million
two hundred fifty thousand dollars ($1,250,000) shall not revert at the end of each fiscal year
but shall remain available until expended. These funds may be used only to purchase periodic
system upgrades and modernize the North Carolina Community College System's enterprise
resource planning (ERP) system.

SECTION 9.2.(b) The President of the North Carolina Community Colleges
System shall work with the Friday Institute for Educational Innovation at North Carolina State
University, the Government Data Analytics Center, and other State agencies to improve
communication between computer systems. The President shall ensure, to the extent
practicable, that its updated computer systems are able to share data with computer systems at
the Department of Public Instruction, other State agencies, and constituent institutions of The
University of North Carolina.

COMMUNITY COLLEGE WORKFORCE STUDY

SECTION 9.3.(a) The State Board of Community Colleges shall study the costs of
workforce training and related academic instruction delivered by the community colleges. The
study shall assess the various factors that affect instructional costs in workforce training
courses, including at a minimum, specialized equipment requirements and faculty salaries.

SECTION 9.3.(b) As a separate component of its study, the State Board of
Community Colleges shall contract with an independent research organization to conduct an
evaluation of the statewide Apprenticeship Program (Program), which, beginning with the
2017-2018 fiscal year, shall be transferred to and administered by the Community Colleges
System Office pursuant to Section 15.13 of this act. The State Board shall not contract with an
independent research organization that has contracted with the State Board or Community
Colleges System Office within five years preceding commencement of the evaluation and shall
not contract with the selected independent research organization within five years following
completion of the evaluation. The State Board shall direct the independent organization to
conduct a mixed method evaluation that examines the impact of the Program on at least the
following:

1) Development of student skill levels.

(2 Student employability.

3) Participation by business sponsors.

The evaluation shall include in its results recommendations for best practices to
enhance employer involvement in the Program and to increase student skill level and
employment acquisition resulting from participation in the Program.

SECTION 9.3.(c) The State Board of Community Colleges shall analyze the
results of its workforce training study and the independent research organization evaluation in
order to make recommendations on how to most effectively coordinate the joint delivery of the
Program and workforce training programs. By September 1, 2018, the State Board shall submit
a report to the Joint Legislative Education Oversight Committee on the results of its analysis,
including any recommendations on the alignment of tier funding with course costs and any
recommended legislative changes.

START-UP FUNDS FOR HIGH-COST WORKFORCE COURSES

SECTION 9.5.(a) The State Board of Community Colleges shall establish the
Community College High-Cost Workforce Program Grant to allocate funds to community
colleges to establish new high-cost workforce Tier 1A and Tier 1B courses that require
significant start-up funds. The State Board shall adopt an application process for community
colleges to apply for the award of funds to establish new courses beginning with the 2018-2019
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fiscal year. To be eligible to receive the funds, community colleges shall submit to the State
Board a completed application, which shall include at least the following information:

Q) A description of the proposed program of study.

2 An impact assessment of implementing the proposed course on existing

programs at contiguous colleges.

3) Documentation of student interest in the course.

4) Alignment of the course with the future employment needs within the area

served by the community college and the State.

SECTION 9.5.(b) The State Board of Community Colleges shall submit a report to
the Joint Legislative Education Oversight Committee by March 1, 2019, on the implementation
of the new high-cost workforce Tier 1A and Tier 1B courses, including at least the following
information:

1) The use of funds by community colleges participating in the grant program,

including:
a. Start-up costs to establish new courses.
b. Costs associated with student instruction, including faculty salaries,

instructional supplies, and related instructional equipment.
2 Evaluation of the success of the community college courses, including:

a. Student enrollment numbers.

b. Student outcomes, including job attainment and placement data and
completion of any certification, diploma, or associate degree
programs.

CLARIFY YOUTH APPRENTICESHIP PROGRAM
SECTION 9.8.(a) G.S. 115D-5(b)(16) reads as rewritten:
"(16) Courses provided to students who are participating in ar—a
pre-apprenticeship or apprenticeship program that meets all of the following

criteria:
a. Meets one of the following:

1. Is a registered apprenticeship program recognized by the
United States Department of Labor.

2. Is a pre-apprenticeship program recognized and approved by
the State agency administering the statewide apprenticeship
program.

b. Has a documented plan of study with courses relating to a
job-specific occupational or technical skill.
C. Requires the participants in the program to be North Carolina high

school students when entering the program.”
SECTION 9.8.(b) This section applies retroactively beginning with the 2016 fall
academic term.

CATAWBA VALLEY CC/MANUFACTURING CENTER

SECTION 9.9. Chapter 115D of the General Statutes is amended by adding a new
Article to read:

"Article 5B.

"Manufacturing Solutions Center at Catawba Valley Community College.

"8 115D-67.10. Purpose of the Center.
The purpose of the Manufacturing Solutions Center at Catawba Valley Community College

is to create and maintain jobs in North Carolina through support of traditional and emerging
industries. The Center's services include training, testing, market development, entrepreneur
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support, product sourcing, prototyping, applied research, and managing a manufacturing
business incubator.
"8 115D-67.11. Director and other Center personnel.

The president of the Catawba Valley Community College shall appoint an individual to
serve as the executive director of the Manufacturing Solutions Center. The executive director
shall select other personnel of the Center, subject to the approval by the president of the
Catawba Valley Community College. The executive director and other personnel of the Center
are employees of Catawba Valley Community College and are subject to the personnel policies
of the community college.

"8 115D-67.12. Fees collected by the Center; use of Center funds.

Notwithstanding any other provision of law, all fees collected by the Manufacturing
Solutions Center for services to industry, except for reqular curriculum and continuing
education tuition receipts, shall be retained by the Center and used for the operations of the
Center. Purchases made by the Center using these funds are not subject to the provisions of
Article 3 of Chapter 143 of the General Statutes. However, the Center shall (i) notify the
Secretary of the Department of Administration or the Secretary's designee of the intent to enter
into_a contract for supplies, materials, printing, equipment, and contractual services that
exceeds one million dollars ($1,000,000) as provided in G.S. 114-8.3 and (ii) include in all
agreements or contracts to be awarded by the Center under this section a standard clause which
provides that the State Auditor and internal auditors of the Center may audit the records of the
contractor during and after the term of the contract to verify accounts and data affecting fees
and performance. The Center shall not award a cost plus percentage of cost agreement or
contract for any purpose."

HS STUDENTS/NON-CREDIT COURSES LEADING TO INDUSTRY CREDENTIALS
SECTION 9.10.(a) G.S. 115D-5(b)(12) reads as rewritten:
"(12) All eurrietum-courses taken by high school students at community colleges,
in accordance with G.S. 115D-20(4) and this section."
SECTION 9.10.(b) G.S. 115D-20(4)a.2. reads as rewritten:

"2. Academic transition pathways for qualified junior and senior
high school students that lead to a career technical education
certificate—or—diploma—certificate, diploma, or State or
industry-recognized credential and academic transition
pathways for qualified freshmen and sophomore high school
students that lead to a career technical education certificate or
diploma in (i) industrial and engineering technologies, (ii)
agriculture and natural resources, or (iii) transportation
technology."

SECTION 9.10.(c) G.S. 115D-5 is amended by adding a new subsection to read:
"(b2) Beginning February 1, 2018, and annually thereafter, the State Board of Community
Colleges shall report to the Joint Legislative Education Oversight Committee on the number
and type of waivers granted pursuant to subsection (b) of this section."
SECTION 9.10.(d) This section applies beginning with the 2017-2018 academic

year.

ESTABLISH BOARD OF POSTSECONDARY EDUCATION CREDENTIALS
SECTION 9.11.(a) Chapter 115D of the General Statutes is amended by adding a
new Article to read:
"Article 9.
"Postsecondary Education Credentials.
"8 115D-100. Board of Postsecondary Education Credentials.
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(@ Findings. — The General Assembly finds that, in today's economy, opportunities for
North Carolina's citizens to reach the middle class with a high school level education or even
less have significantly decreased. To be competitive and obtain better paying jobs that lead to a
better quality of life in the State's current and future economy, most citizens will need some
type of postsecondary education that gualifies them for employment. The General Assembly
recognizes the importance of bringing together potential employers and providers of
postsecondary education for the purpose of identifying workforce skills and training needs and
developing courses of study and vocational training that meet the standards expected and
required by industries, corporations, and other employers. The General Assembly further finds
that the establishment of a permanent board with members who are knowledgeable about
postsecondary education and workforce training needs will enable providers of postsecondary
education to prepare and design training programs that are responsive to workforce needs and
that will assist the State's citizens in securing the credentials required to obtain better paying
jobs.

The General Assembly recognizes that postsecondary education opportunities should be
easily available and accessible to all citizens. Therefore, the General Assembly encourages
State educators, when designing the method and manner for delivering postsecondary
educational programs, to take into account the varying income levels and economic
circumstances of the State's citizens, transportation needs, and other unique challenges in both
urban _and rural areas of the State that affect accessibility to postsecondary education
opportunities and to make genuine efforts to accommodate and address those factors.

The General Assembly also finds that most employers consider postsecondary credentials
such as academic degrees and high-quality, nondegree certifications awarded by institutions of
higher education when determining whether a person has the expertise and skills required for a
job. However, high-quality credentials may also be obtained through other alternative models
such as open-source online programs, on-the-job training, and military experience. Therefore, it
is essential that a system also be devised in which the meaning and validity of postsecondary
credentials is clear and understandable to educators, employers, and students and that
accurately conveys the knowledge, skills, and training obtained by an individual however and
wherever it is obtained.

(b) Board Established. — There is established the Board of Postsecondary Education
Credentials to be located administratively under the Community Colleges System Office;
however, the Board shall exercise all its prescribed powers independently of the Community
Colleges System Office. The Board shall consist of the following members:

(1)  The Lieutenant Governor or the Lieutenant Governor's designee.
(2)  The President of The University of North Carolina or the President's
designee.
(3)  The President of the North Carolina Community College System or the
President's designee.
(4)  The Superintendent of Public Instruction or the Superintendent's designee.
(5)  The Commissioner of Labor or the Commissioner's designee.
(6)
()]

The Secretary of Commerce or the Secretary's designee.
The President of North Carolina Independent Colleges and Universities or
the President's designee.

(8)  The Executive Director of the Office of Proprietary Schools or the Executive
Director's designee.

(9)  The President of the North Carolina Hospital Association or the President's
designee.

(10) The Executive Director of the North Carolina State Education Assistance
Authority or the Executive Director's designee.
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©) Purpose. — The purpose of the Board is to review and make recommendations for
the development of a statewide system of postsecondary education that links industry,
corporations, and businesses in this State with educators, government, and community
organizations to identify workforce skills and training needs and to ensure that appropriate
courses of study and vocational training are available to North Carolinians, including those
preparing to pursue postsecondary education, entering the workforce, or seeking to update
skills and training for purposes of retaining employment and advancing in the workforce.

In_addition, the Board shall identify alternative ways in which people gain valuable
workforce skills and experience, such as on-the-job training, that are not represented by
four-year or two-year degrees and the types of credentials used to signify competence of a
certain level upon successful completion of the alternative training experience. The Board shall
review and make recommendations on those criteria to be used to determine the value of a
nondegree credential, the competencies that it represents, and how it should be compared and
valued with regard to other types of postsecondary credentials.

(d) Duties. — The duties of the Board include the following:

[€0)] Recommend State goals and a framework for achieving those goals among
educators to ensure that, by 2025, the appropriate percentage, as
recommended by the Board, of the State's adult citizens will hold degrees,
certificates, or other high-quality postsecondary credentials. The Board shall
recommend a division of responsibility among The University of North
Carolina System, the State's Community College System, and any other
providers of postsecondary education credentials for achieving the goals
recommended by the Board. The Board shall periodically review the
progress made toward the recommended goals, evaluate the strategies
developed and used toward attaining those goals, and may make additional
recommendations.

(2) Identify the credentials that are acceptable for meeting those recommended
goals and recommend how the responsibility for providing the courses of
study and training for those credentials should be assigned among the State's
educators and others. In making these recommendations, consideration shall
be given to the fact that the individuals who need these courses of study and
training are of various economic levels and are also located in rural areas
and metropolitan areas across the State. These factors shall be taken into
account with regard to the location and delivery of the courses of study and
training programs.

(3)  Address the issue of postsecondary credentials, the various levels of skill and
knowledge those credentials signify, and how to accurately convey that
information to employers, students and trainees, and providers of
postsecondary education. The Board shall consider procedures and methods
for recognizing skills and training needed in the workforce that an individual
may have obtained through military experience, through on-the-job and
employee-proved training, or through other life experiences.

(e) Chair. — The Board shall elect from the members a chair and a vice-chair for terms
of two years. A chair or vice-chair may serve no more than two consecutive terms in that role.

(f) Hire Staff and Consultants. — To the extent of funds available, the Chair of the
Board may, with the approval of the Board, hire staff or consultants to assist the Board in
carrying out its purpose and duties.

(@)  Travel and Subsistence. — Members, staff, and consultants of the Board shall receive
travel and subsistence expenses in accordance with the provisions of G.S. 138-5 or G.S. 138-6,

as appropriate.
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(h) Meeting Space. — With the approval of the Legislative Services Commission, space
in the Legislative Building and the Legislative Office Building may be made available to the
Board.

(i) Frequency of Meetings and Quorum. — The Board shall meet upon the call of the
Chair and shall have its first meeting no later than October 1, 2017. The Board shall meet at
least quarterly. A majority of the members of the Board shall constitute a quorum for the
transaction of business.

()} Reporting Requirement. — The Board shall report initially no later than March 1,
2018, to the Joint Legislative Education Oversight Committee regarding the goals
recommended by the Board pursuant to this section and the progress in meeting those goals and
shall report annually thereafter. The report shall include any recommendations by the Board
regarding legislation needed to implement this section."

SECTION 9.11.(b) Of the funds appropriated by this act for the 2017-2019 fiscal
biennium to the Community Colleges System Office, the sum of three hundred fifty thousand
dollars ($350,000) for the 2017-2018 fiscal year and the sum of three hundred fifty thousand
dollars ($350,000) for the 2018-2019 fiscal year shall be allocated to the Board of
Postsecondary Education Credentials to be used to cover operating expenses of the Board,
including expenses for staff and consultants to assist the Board in carrying out its purpose and
duties.

CC ENROLLMENT IMPACTED BY HURRICANE MATTHEW/HOLD HARMLESS

SECTION 9.12.(a) Of the funds appropriated by this act to the Community
College System Office for the 2017-2018 fiscal year, the Community College System Office
shall transfer the sum of two million seven hundred sixty-two thousand four hundred eighteen
dollars ($2,762,418) into a budget stabilization reserve in Budget Code 16800 to be used to
offset the decline in community college enrollment at certain campuses for the Fall 2016 and
Spring 2017 semesters due to the impact of Hurricane Matthew.

SECTION 9.12.(b) Notwithstanding any other provision of law, when calculating
the enrollment growth budget request for the Community College System to the Director of the
Budget for the 2018-2019 fiscal year, the Community College System Office shall adjust
full-time equivalent (FTE) enrollment to reflect the 526 FTE lost due to the impact of
Hurricane Matthew.

HIGH ACHIEVING SCHOLARSHIPS FOR TOP-PERFORMING HIGH SCHOOL
STUDENTS
SECTION 9.13.(a) Purpose of Program. — There is created the High Achieving
Tuition Scholarship Program. The purposes of the High Achieving Tuition Scholarship
Program include the following:
1) Encourage higher-performing students at community colleges.
2 Utilize the State's educational resources to the fullest.
3) Create more educational and career options for students.
4 Realize significant cost savings to the State.
(5) Develop a more competitive workforce.
SECTION 9.13.(b) Scholarship Eligibility. — A student shall be eligible to receive
a High Achieving Tuition Scholarship if the student meets all of the following requirements:
Q) In the academic semester prior to enrolling in a community college,
graduates with at least a 3.5 unweighted grade point average from either (i) a
public high school located in this State or (ii) a nonpublic high school or
home school, as defined in Article 39 of Chapter 115C of the General
Statutes, located in this State.
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2 Presents evidence the student is either a United States citizen or eligible

noncitizen.

3) Qualifies as a resident of this State for tuition purposes, as provided in

Article 14 of Chapter 116 of the General Statutes.

4) Gains admission as a student at a North Carolina community college in a

curriculum program.

(5) Complies with Selective Service registration requirements.

(6) Affirmatively states the student does not have a felony conviction for a

controlled substance offense under Article 5 of Chapter 90 of the General
Statutes.

SECTION 9.13.(c) Award of Scholarships. — The Community Colleges System
Office shall annually award High Achieving Tuition Scholarships to all eligible students in an
amount not to exceed the cost of 16 credit hours of tuition per fall or spring academic semester
for a maximum of four academic semesters. The System Office shall contract with the State
Education Assistance Authority (Authority) for administration of the scholarship program. The
Authority shall require students to complete a Free Application for Federal Student Aid
(FAFSA) to be eligible for a scholarship award and shall reduce the amount of the scholarship
award for any student by the amount of grants or scholarships received by that student from
other State or federal sources. The Authority shall award scholarships to eligible students in the
order in which they are received. The Authority shall award scholarships beginning with the
fall semester of the 2018-2019 academic year to students graduating from high school in the
2017-2018 school year.

SECTION 9.13.(d) Scholarship Renewal. — A scholarship awarded to an eligible
student shall be annually renewed if the student demonstrates all of the following:

1) A cumulative 3.0 grade point average.

2 Completion of a minimum of 30 semester credit hours by the end of the

academic year.

3) An affirmative statement the student does not have a felony conviction for a

controlled substance offense under Article 5 of Chapter 90 of the General
Statutes.

SECTION 9.13.(e) Scholarship Revocation. — A scholarship awarded to an eligible
student shall be revoked at the conclusion of the first semester of an academic year for any of
the following:

1) Failure to maintain a course load of at least 12 credit hours.

2) Default or unpaid refund on a student financial aid program.

SECTION 9.13.(f) Scholarship Administration. — The State Board of Community
Colleges and the Authority shall adopt rules for administration of the High Achieving Tuition
Scholarship Program.

SECTION 9.13.(g) Course Counseling and Transfer. — Community colleges shall
ensure that scholarship recipients are provided counseling and assistance in maintaining the
necessary grade point averages and selecting coursework that reflects their educational and
career goals. For students planning to enter a constituent institution of The University of North
Carolina, the State Board of Community Colleges shall ensure that credits earned by those
students participating in the program are transferable.

SECTION 9.13.(h) Of the funds appropriated by this act to the Community
Colleges System Office for the 2017-2018 fiscal year, the System Office shall use the sum of
fifty thousand dollars ($50,000) for the 2017-2018 fiscal year for administrative costs related to
the implementation of the High Achieving Tuition Scholarship Program, including contracting
with the Authority for this purpose. Of the funds appropriated by this act to the Community
Colleges System Office for the 2018-2019 fiscal year, the System Office shall use the sum of
two million dollars ($2,000,000) for the 2018-2019 fiscal year for administrative costs and
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award of scholarships, including contracting with the Authority for this purpose. Beginning
with the 2018-2019 fiscal year, the System Office may use up to five percent (5%) of the
appropriated funds for administrative costs associated with the Program. Any unexpended
funds for the purposes set forth in this section shall not revert at the end of each fiscal year but
shall remain available to award scholarships to eligible students.

SECTION 9.13.(i) The Board of Governors of The University of North Carolina
shall adopt a policy to permit any student admitted to a constituent institution who receives a
High Achieving Tuition Scholarship to defer admission to the constituent institution for two
years, beginning with the 2018-2019 academic year. Deferred admission shall be contingent
upon the successful completion of an associate's degree and remaining in good standing in the
Scholarship Program while enrolled in the community college.

SECTION 9.13.(j) For the 2017-2018 school year, the State Board of Education
shall direct local boards of education to survey high school students in their senior year who
meet the eligibility requirements of the High Achieving Tuition Scholarship Program to
determine interest in the program, including numbers of students who intend to apply for the
scholarship, and reasons that eligible students may choose not to apply for the scholarship. The
State Board of Education shall report to the Joint Legislative Education Oversight Committee
no later than December 15, 2017, on the results of this survey.

SECTION 9.13.(k) The Board of Governors of The University of North Carolina
and the State Board of Community Colleges shall jointly identify and report to the Joint
Legislative Education Oversight Committee by April 1, 2020, on potential issues related to the
transition of High Achieving Tuition Scholarship recipients from community college to
university enrollment and other recommendations to improve and expand the High Achieving
Tuition Scholarship Program.

SECTION 9.13.(I) The State Education Assistance Authority shall report annually
on or before September 1, beginning in 2019, to the Joint Legislative Education Oversight
Committee on the implementation of the High Achieving Tuition Scholarship Program. The
report shall include at least the following information:

1) Number of students applying for the scholarship, including information

about student demographics and geographic location.

2) Number of students awarded the scholarship, including information about
student demographics and geographic location, and community college
attended.

3) Amount of funds expended for scholarships.

4) Number of students whose scholarships were revoked and reasons for
revocation.

(5) Other relevant information as determined by the Authority.

INVEST IN SHORT-TERM WORKFORCE TRAINING

SECTION 9.14.(a) Of the funds appropriated by this act to the Community
Colleges System Office for the 2017-2018 fiscal year, the System Office shall allocate funds to
community colleges to support short-term workforce training courses leading to industry
credentials. The State Board of Community Colleges shall adopt an application process for
community colleges to apply to receive these funds. These funds shall be allocated at the same
full-time equivalent (FTE) value as curriculum courses.

SECTION 9.14.(b) By April 1, 2018, the State Board of Community Colleges
shall submit a report on the implementation of this section to the Joint Legislative Education
Oversight Committee, the House Education Appropriations Committee, the Senate
Education/Higher Education Committee, the Fiscal Research Division, and the Office of State
Budget and Management.
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PART X. UNIVERSITIES

ELIZABETH CITY STATE UNIVERSITY BUDGET STABILIZATION FUNDS
REPORT

SECTION 10.2. The President of The University of North Carolina shall report
each quarter of the 2017-2019 fiscal biennium to the Office of State Budget and Management
and the Fiscal Research Division of the General Assembly on the status of budget stabilization
funds appropriated to Elizabeth City State University by this act for the purpose of supporting
temporary faculty, aviation science programs, and student success initiatives. The reports shall
provide detailed descriptions of the scope of work that has been completed to date, anticipated
activities for the next quarter, and a plan with time lines to complete the full scope of work. The
reports shall also include outcomes achieved from improvements implemented using these
funds. The first quarterly report required by this section shall be made no later than January 1,
2018.

WESTERN SCHOOL OF ENGINEERING AND TECHNOLOGY FUNDS

SECTION 10.5.(a) Funds appropriated for project management and curriculum
development at the Western School of Engineering and Technology which was funded in the
Connect NC Bond for the 2016-2017 fiscal year shall not revert and shall remain available for
the 2017-2019 fiscal biennium for the purpose of project management and curriculum
development.

SECTION 10.5.(b) This section becomes effective June 30, 2017.

ENHANCE UNC DATA SYSTEMS TO IMPROVE INSTITUTIONAL
PERFORMANCE AND STUDENT SUCCESS

SECTION 10.6.(a) The Board of Governors of The University of North Carolina
shall use funds appropriated by this act to modernize business processes, increase
standardization, and maximize State resources. The investment will enable better financial
management of The University of North Carolina and should yield, at a minimum, but not
limited to, cost-per-unit analysis, predictive modeling, and more timely access to actionable
information. Funds shall also be used to enhance data systems for the following purposes:
integrating financial, human resource, and student account systems across The University of
North Carolina System; developing new data collections systems that track faculty and staff
retention rates and post-graduation student outcomes; expanding "Know Before You Go" data
reporting; and implementing a Web-based student advising tool as part of a pilot program to be
known as "Finish in Four."”

SECTION 10.6.(b) The President of The University of North Carolina shall report
on implementation of this section to the Joint Legislative Education Oversight Committee on or
before March 1 of each fiscal year of the 2017-2019 fiscal biennium. The report shall identify
specific improvements to data access, analytics, and transparency available to the public and
legislative and executive branch decision-makers resulting from this project.

UNC/ESCHEATS FUND FOR STUDENT FINANCIAL AID PROGRAMS

SECTION 10.7.(a) The funds appropriated by this act from the Escheat Fund for
the 2017-2019 fiscal biennium for student financial aid shall be allocated in accordance with
G.S. 116B-7. Notwithstanding any other provision of Chapter 116B of the General Statutes, if
the interest income generated from the Escheat Fund is less than the amounts referenced in this
act, the difference may be taken from the Escheat Fund principal to reach the appropriations
referenced in this act; however, under no circumstances shall the Escheat Fund principal be
reduced below the sum required in G.S. 116B-6(f). If any funds appropriated from the Escheat
Fund by this act for student financial aid remain uncommitted aid as of the end of a fiscal year,
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the funds shall be returned to the Escheat Fund, but only to the extent the funds exceed the
amount of the Escheat Fund income for that fiscal year.

SECTION 10.7.(b) The State Education Assistance Authority (SEAA) shall
conduct periodic evaluations of expenditures of the student financial aid programs administered
by SEAA to determine if allocations are utilized to ensure access to institutions of higher
learning and to meet the goals of the respective programs. The SEAA may make
recommendations for redistribution of funds to the President of The University of North
Carolina and the President of the Community College System regarding their respective student
financial aid programs, who then may authorize redistribution of unutilized funds for a
particular fiscal year.

UNC MANAGEMENT FLEXIBILITY REDUCTION

SECTION 10.8.(a) The Board of Governors shall develop a new plan for
implementing the management flexibility reduction for The University of North Carolina that is
more inclusive of all of the constituent institutions, departments, services, and other entities of
the University of North Carolina System. In allocating the management flexibility reduction, no
constituent institution shall be disproportionately singled out. The constituent institutions and
other entities listed in subsection (b) of this section shall be excluded from the management
flexibility reduction.

Before taking reductions in instructional budgets, the Board of Governors and the
campuses of the constituent institutions shall consider all of the following:

1) Reducing State funding for centers and institutes, speaker series, and other

nonacademic activities.

2 Faculty workload adjustments.

3) Restructuring of research activities.

4) Implementing cost-saving span of control measures.

(5) Reducing the number of senior and middle management positions.

(6) Eliminating low-performing, redundant, or low-enrollment programs.

(7) Using alternative funding sources.

(8) Protecting direct classroom services.

The Board of Governors and the campuses of the constituent institutions also shall
review the institutional trust funds and the special funds held by or on behalf of The University
of North Carolina and its constituent institutions to determine whether there are monies
available in those funds that can be used to assist with operating costs. In addition, the
campuses of the constituent institutions also shall require their faculty to have a teaching
workload equal to the national average in their Carnegie classification.

SECTION 10.8.(b) In allocating the management flexibility reduction, no
reduction in State funds shall be allocated to any of the following:

1) NC School of Science and Mathematics.

2 University of North Carolina School of the Arts.

3) Any entity receiving less than one and one-half percent (1.5%) of the annual

net General Fund appropriation for The University of North Carolina.

(4)  Any need-based financial aid.

SECTION 10.8.(c) The Board of Governors shall submit its management
flexibility reduction plan revised pursuant to subsections (a) and (b) of this section for the
2017-2019 fiscal biennium to the 2017 General Assembly within 60 days of the date this
section becomes effective.

IN-STATE TUITION FOR VETERANS/COMPLIANCE WITH FEDERAL LAW
SECTION 10.11. G.S. 116-143.3A reads as rewritten:
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"§ 116-143.3A. Waiver of 12-month residency requirement for certain veterans and other
individuals entitled to federal education benefits under 38 U.S.C. Chapter 30 or

38 U.S.C. Chapter 33.

@ Definitions. — The following definitions apply in this section:

Q) Abode. — Has the same meaning as G.S. 116-143.3(a)(1).

2 Armed Forces. — Has the same meaning as G.S. 116-143.3(a)(2).

3) Veteran. — A person who served active duty for not less than 90 days in the
Armed Forces, the Commissioned Corps of the U.S. Public Health Service,
or the National Oceanic and Atmospheric Administration and who was
discharged or released from such service.

(b) Waiver of 12-Month Residency Requirement for Veteran. — Any veteran who
qualifies for admission to an institution of higher education as defined in G.S. 116-143.1(a)(3)
is eligible to be charged the in-State tuition rate and applicable mandatory fees for enrollment
without satisfying the 12-month residency requirement under G.S. 116-143.1, provided the
veteran meets all of the following criteria:

1) The veteran applies for admission to the institution of higher education and
enrolls within three years of the veteran's discharge or release from the
Armed Forces, the Commissioned Corps of the U.S. Public Health Service,
or the National Oceanic and Atmospheric Administration.

2 The veteran qualifies for and uses educational benefits pursuant to 38 U.S.C.
Chapter 30 (Montgomery G.I. Bill Active Duty Education Assistance
Program) or 38 U.S.C. Chapter 33 (Post-9/11 Educational Assistance), as
administered by the U.S. Department of Veterans Affairs.

3) The veteran's abode is North Carolina.

(4)  The veteran provides the institution of higher education at which the veteran
intends to enroll a letter of intent to establish residence in North Carolina.

(© Eligibility of Other Individuals Entitled to Federal Educational Benefits Under 38
U.S.C. Chapter 30 or 38 U.S.C. Chapter 33. — Any person who is entitled to federal educational
benefits under 38 U.S.C. Chapter 30 or 38 U.S.C. Chapter 33 is also eligible to be charged the
in-State tuition rate and applicable mandatory fees for enrollment without satisfying the
12-month residency requirement under G.S. 116-143.1, if the person meets all of the following
criteria:

(1)  The person qualifies for admission to the institution of higher education as
defined in G.S. 116-143.1(a)(3) and-and, with the exception of individuals
described in subsections (c1l) and (c2) of this section, enrolls in the
institution of higher education within three years of the veteran's discharge
or release from the Armed Forces, the Commissioned Corps of the U.S.
Public Health Service, or the National Oceanic and Atmospheric
Administration.

2 The person is the recipient of federal educational benefits pursuant to 38
U.S.C. Chapter 30 (Montgomery G.l. Bill Active Duty Education Assistance
Program) or 38 U.S.C. Chapter 33 (Post-9/11 Educational Assistance), as
administered by the U.S. Department of Veterans Affairs.

3 The person's abode is North Carolina.

(4)  The person provides the institution of higher education at which the person
intends to enroll a letter of intent to establish residence in North Carolina.

(cl) Recipients using transferred Post-9/11 Gl Bill benefits (38 U.S.C. § 3319) while the
transferor is on active duty in the Armed Forces, the commissioned corps of the U.S. Public
Health Service, or the National Oceanic and Atmospheric Administration are eligible for the
in-State tuition rate, provided the recipient's abode is in North Carolina and the recipient
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provides the institution of higher education a letter of intent to establish residency in North
Carolina.

(c2) Recipients of the Marine Gunnery Sergeant John David Fry Scholarship (38 U.S.C.
§ 3311(b)(9)), whose parent or spouse died in the line of duty, without regard as to whether the
death in the line of duty followed a period of active duty service of 90 days or more, are
eligible to receive in-State tuition under this section, provided the recipient's abode is in North
Carolina and the recipient provides the institution of higher education a letter of intent to
establish residency in North Carolina.

(d) After the expiration of the three-year period following discharge er—death—as
described in 38 U.S.C. 8 3679(c), any enrolled veteran entitled to federal educational benefits
under 38 U.S.C. Chapter 30 or 38 U.S.C. Chapter 33 and any other enrolled individual
described in subsection (c) of this section entitled to federal educational benefits under 38
U.S.C. Chapter 30 or 38 U.S.C. Chapter 33 who is eligible for in-State tuition under this section
shall continue to be eligible for the in-State tuition rate so long as the covered individual
remains continuously enrolled (other than during regularly scheduled breaks between courses,
quarters, terms, or semesters) at that institution of higher education."

SENIOR CITIZENS MAY AUDIT COURSES AT UNC AND COMMUNITY

COLLEGES

SECTION 10.12.(a) Chapter 115B of the General Statutes is amended by adding a
new section to read:
"8 115B-2B. Senior citizens may audit classes.

Any person who is at least 65 years old may audit courses offered at the constituent
institutions of The University of North Carolina and the Community Colleges as defined in
G.S. 115D-2(2) without payment of any required registration or enrollment fee for the audit
provided the audit is approved by the instructor of the class and there is no cost to the State. A
person shall be allowed to audit a class under this section only on a space available basis.
Persons auditing classes under this section shall not be counted in the computation of
enrollment for funding purposes."

SECTION 10.12.(b) G.S. 115B-4 reads as rewritten:
"§ 115B-4. Enrollment computation for funding purposes.

Persons—Except as provided in G.S. 115B-2B, persons attending classes under the
provisions of this Chapter, without payment of tuition, shall be counted in the computation of
enrollment for funding purposes."

SECTION 10.12.(c) This section becomes effective July 1, 2017, and applies
beginning with the 2017 fall academic semester.

BOARD OF GOVERNORS STUDIES/ESTABLISH SCHOOL OF HEALTH SCIENCES
AND HEALTH CARE AT UNC-PEMBROKE AND ESTABLISH PHYSICIAN
ASSISTANT PROGRAM, CHIROPRACTIC MEDICINE PROGRAM, AND A
PILOT PROGRAM FOR BASIC LAW ENFORCEMENT TRAINING AT WSSU

SECTION 10.14.(a) The Board of Governors of The University of North Carolina
shall study the feasibility of establishing a School of Health Sciences and Health Care at the

University of North Carolina at Pembroke. In its study, the Board of Governors shall consider

the health care needs of the region and what health science and health care programs would

best serve the region and meet its health care needs. The Board of Governors shall also
consider the costs and financial benefits of establishing a School of Health Sciences and Health

Care.

The Board of Governors shall submit a report on the study, including its findings
and recommendations, by March 1, 2018, to the members of the Senate and the House of

Representatives, by filing a copy of the report with the Office of the President Pro Tempore of
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the Senate, the Office of the Speaker of the House of Representatives, and the Legislative
Library.

SECTION 10.14.(b) Of the funds appropriated by this act to the Board of
Governors of The University of North Carolina for the 2017-2018 fiscal year, the Board may
use up to one hundred thousand dollars ($100,000) to cover the costs of the study required by
subsection (a) of this section.

SECTION 10.14.(c) The Board of Governors of The University of North Carolina
shall study the feasibility of establishing the following programs at Winston-Salem State
University: a Physician Assistant Program, a Chiropractic Medicine Program, and a pilot
program for Basic Law Enforcement Training. In its study, the Board of Governors shall
consider the costs and financial benefits of establishing these programs at Winston-Salem State
University.

The Board of Governors shall submit a report on the study, including its findings
and recommendations, by March 1, 2018, to the members of the Senate and the House of
Representatives, by filing a copy of the report with the Office of the President Pro Tempore of
the Senate, the Office of the Speaker of the House of Representatives, and the Legislative
Library.

UNC TO FUND NORTH CAROLINA RESEARCH CAMPUS

SECTION 10.15. Of the funds appropriated by this act to the Board of Governors
of The University of North Carolina, the Board of Governors shall use twenty-nine million
dollars ($29,000,000) for the 2017-2018 fiscal year and twenty-nine million dollars
($29,000,000) for the 2018-2019 fiscal year to support UNC-related activities at the North
Carolina Research Campus at Kannapolis.

CERTAIN EMPLOYMENT AUTHORITY
SECTION 10.17. G.S. 116-11 is amended by adding a new subdivision to read:
"8 116-11. Powers and duties generally.
The powers and duties of the Board of Governors shall include the following:

(13b) The Board may authorize the hiring of private counsel to represent the
Board, The University of North Carolina, and any constituent institution.
G.S. 114-2.3 and G.S. 147-17 shall not apply to these actions.

LIMIT NC PROMISE TUITION RATE TO NC RESIDENTS
SECTION 10.18.(a) G.S. 116-143.11(a) reads as rewritten:

"(@) The NC Promise Tuition Plan shall be established and implemented as provided by
this section. Notwithstanding G.S. 116-143 and G.S. 116-11(7), the Board of Governors of The
University of North Carolina shall set the rate of undergraduate tuition for Elizabeth City State
University, the University of North Carolina at Pembroke, and Western Carolina University as
follows: beginning with the 2018 fall academic semester, the rate of tuition for students deemed
to be North Carolina re5|dents for purposes of tumon shaII be five hundred doIIars ($500 00)
per academic Ay
twe—h&nd%ed—de”aps—@%@@)—pe#aeade#mc—semeste#semester The rate of tumon for
nonresident students shall be fixed pursuant to G.S. 116-144."

SECTION 10.18.(b) G.S. 116-144 reads as rewritten:
"§ 116-144. Higher tuition to be charged nonresidents.

Unless—provided-otherwise-by-taw,—the-The Board of Governors shall fix the tuition and
required fees charged nonresidents of North Carolina who attend the institutions enumerated in
G.S. 116-4 at rates higher than the rates charged residents of North Carolina and comparable to
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the rates charged nonresident students by comparable public institutions nationwide, except that
a person who serves as a graduate teaching assistant or graduate research assistant or in a
similar instructional or research assignment and is at the same time enrolled as a graduate
student in the same institution may, in the discretion of the Board of Governors, be charged a
lower rate fixed by the Board, provided the rate is not lower than the North Carolina resident
rate."

"FINISH IN FOUR™ AND "STUDENT SUCCESS INITIATIVES" REPORTING
REQUIREMENTS

SECTION 10.19.(a) The University of North Carolina General Administration
shall report to the Joint Legislative Education Oversight Committee regarding "Finish in Four"
which is a pilot program for the implementation of a particular type of software that functions
as a digital advising tool and is designed to help a student select the right academic courses at
the right time to ensure the timely completion of a degree. The initial report shall be submitted
by March 1, 2018, and shall include the institutions selected to participate in the pilot program
and the vendor selected for the software. A progress report shall be submitted no later than May
1, 2019, and shall include an evaluation of the utilization of the software and the success of the
program.

SECTION 10.19.(b) The University of North Carolina General Administration
shall report to the Joint Legislative Education Oversight Committee regarding the "Student
Success Innovation Initiative™ which is a competitive grant program that awards grants to
institutions to implement or scale a strategy designed to do the following: enhance student
advising and coaching, leverage technology to redesign courses with high withdrawal and
failure rates, and provide peer-to-peer tutoring and academic support. The initial report shall be
submitted by March 1, 2018, and shall include the institutions selected to receive grants. A final
report shall be submitted by March 15, 2019, and shall include the strategies implemented, the
amount of funds awarded to each recipient, and the progress made with regard to students'
academic success.

UNC COMPUTER COMPATIBILITY

SECTION 10.20. The President of The University of North Carolina shall work
with the Department of Information Technology to ensure, to the extent practicable, that The
University of North Carolina computer systems are able to share data among computer systems
at the constituent institutions, community colleges, Department of Public Instruction, and other
State agencies.

UNC CYBERSECURITY

SECTION 10.21.(a) The President of The University of North Carolina, in
collaboration with the Department of Information Technology or other cybersecurity consultant
selected by the President, shall review the existing security for the information technology
systems and associated data of The University of North Carolina System to determine whether
the cybersecurity and risk management services supporting the System's network are sufficient
or whether expansion is needed. The review shall include an evaluation of all of the following:
(1) continuous monitoring and risk assessment; (ii) security policy, implementation of security
programs and effective security controls, and ongoing support for operating security
governance; and (iii) security training and education services for faculty, staff, and
administrators. The President shall take appropriate measures to address any potential problems
or issues identified by the review.

SECTION 10.21.(b) Each constituent institution shall conduct a review of the
existing security for the information technology systems and associated data of the constituent
institution to determine whether the cybersecurity and risk management services supporting the
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System's network are sufficient or whether expansion is needed. The review shall include an
evaluation of (i) continuous monitoring and risk assessment; (ii) security policy,
implementation of security programs and effective security controls, and ongoing support for
operating security governance; and (iii) security training and education services for faculty,
staff, and administrators. The Chancellor of the constituent institution shall take appropriate
measures to address any potential problems or issues identified by the review.

UNC NEED-BASED FINANCIAL AID PROGRAM/MANAGEMENT FLEX FUNDS

SECTION 10.22.(a) Notwithstanding any other provision of law, the funds
appropriated from the General Fund to the Board of Governors by this act for the 2017-2019
fiscal biennium for the UNC Need-Based Financial Aid Program shall be increased by the sum
of fifty-three million four hundred eleven thousand six hundred forty-eight dollars
($53,411,648) for the 2017-2018 fiscal year and by the sum of fifty-one million three hundred
eighty-six thousand ninety dollars ($51,386,090) for the 2018-2019 fiscal year.

SECTION 10.22.(b) Notwithstanding any other provision of law, the management
flexibility reduction for The University of North Carolina for the 2017-2018 fiscal year set
forth in this act shall be decreased by the sum of nineteen million eight hundred sixty-five
thousand five hundred forty-four dollars ($19,865,544) for the 2017-2018 fiscal year.

SUBPART X-A. UNIVERSITY/STATE EDUCATION ASSISTANCE AUTHORITY

SOFTWARE FOR ADMINISTRATION OF THE OPPORTUNITY SCHOLARSHIP
AND SPECIAL EDUCATION SCHOLARSHIP PROGRAMS

SECTION 10A.1.(a) Notwithstanding G.S. 115C-562.8, of the funds appropriated
by this act for the Opportunity Scholarship Grant Fund Reserve for the 2017-2018 fiscal year,
the North Carolina State Education Assistance Authority (Authority) may use up to one million
eight hundred thousand dollars ($1,800,000) in nonrecurring funds for the 2017-2018 fiscal
year to purchase software necessary to support the administration of the Opportunity
Scholarship Grant Program and the Special Education Scholarships for Children with
Disabilities Program. These funds may also be used for customization of the software,
development of interfaces with other internal systems, conversion of data, and training for staff
on the new software system.

SECTION 10A.l1.(al) The Authority shall work with the Department of
Information Technology to ensure, to the extent practicable, that the Authority's computer
systems are able to share data among computer systems at The University of North Carolina
and constituent institutions, the North Carolina Community College System, the Department of
Public Instruction, and other State agencies.

SECTION 10A.1.(b) The Authority shall report by October 1 of each year,
beginning October 1, 2017, and ending October 1, 2018, to the Fiscal Research Division and
the Joint Legislative Education Oversight Committee on the acquisition of software for
administration of the program and all aspects of implementation of the software system and the
expenditure of funds.

ELIMINATE SCHOOL SITE SCHOLARSHIP ENDORSEMENT REQUIREMENT
SECTION 10A.2.(a) G.S. 115C-112.6(b1)(1)a. reads as rewritten:

"a. Scholarship endorsement for tuition. — The Authority shall remit, at
least two times each school year, scholarship funds awarded to
eligible students for endorsement by at least one of the student's
parents or guardians for tuition to attend a nonpublic school that
meets the requirements of Part 1 or Part 2 of Article 39 of this
Chapter as identified by the Department of Administration, Division
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of Nonpublic Education, is deemed eligible by the Division, and is
subject to the requirements of G.S.115C-562.5. The parent or
guardian shall restrictively endorse the scholarship funds awarded to
the eligible student te-the-scheelfor deposit into the account of the
seheeknonpublic school to the credit of the eligible student. The
parent or guardian shall not designate any entity or individual
associated with the school as the parent's attorney-in-fact to endorse

the scholarship funds—but-—shall-enderse—the—schelarship—funds—in
person-at-the-site-of the-sehoel.funds. A parent's or guardian's failure

to comply with this section shall result in forfeiture of the scholarship
funds. A scholarship forfeited for failure to comply with this section
shall be returned to the Authority to be awarded to another student.”
SECTION 10A.2.(b) G.S. 115C-562.6 reads as rewritten:
"8 115C-562.6. Scholarship endorsement.

The Authority shall remit, at least two times each school year, scholarship grant funds
awarded to eligible students to the nonpublic school for endorsement by at least one of the
student's parents or guardians. The parent or guardian shall restrictively endorse the scholarship
grant funds awarded to the eligible student to-the-renpublic-scheel-for deposit into the account
of the nonpublic seheel.school to the credit of the eligible student. The parent or guardian shall
not designate any entity or individual associated with the nonpublic school as the parent's
attorney- in-fact to endorse the scholarship grant frnds-butshall-endorse-the-schoelarship-grant

funds. A parent's or guardian's failure to
comply with this section shall result in forfeit of the scholarship grant. A scholarship grant
forfeited for failure to comply with this section shall be returned to the Authority to be awarded
to another student.”
SECTION 10A.2.(c) This section applies to scholarship funds awarded beginning
with the 2017-2018 school year.

NORTH CAROLINA TEACHING FELLOWS

SECTION 10A.3.(a) Article 23 of Chapter 116 of the General Statutes is amended
by adding a new Part to read:

"Part 3. North Carolina Teaching Fellows Program.
"8 116-209.60. Definitions.
The following definitions apply in this Part:

Commission. — The North Carolina Teaching Fellows Commission.
Director. — The Director of the North Carolina Teaching Fellows Program.
Forgivable loan. — A forgivable loan made under the Program.
Program. — The North Carolina Teaching Fellows Program.
Public school. — An elementary or secondary school located in North
Carolina that is governed by a local board of education, charter school board
of directors, regional school board of directors, or University of North
Carolina laboratory school board of trustees.

(6) STEM. — Science, technology, engineering, and mathematics.

(7)  Trust Fund. — The North Carolina Teaching Fellows Program Trust Fund.
"8 116-209.61. North Carolina Teaching Fellows Commission established; membership.

(@ Commission Established. — There is established the North Carolina Teaching

Fellows Commission. The Commission shall determine program and forgivable loan recipient
selection criteria and selection procedures and shall select the recipients to receive forgivable
loans under the North Carolina Teaching Fellows Program in accordance with the requirements
of this Part. The Director of the North Carolina Teaching Fellows Program shall appoint staff to
the Commission.

BERRE
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(b) Membership. — The Commission shall consist of 14 members who shall be

appointed or serve as ex officio members as follows:
(1)  The Board of Governors of The University of North Carolina shall appoint
seven members to the Commission as follows:
a. Two deans of approved schools of education at postsecondary
constituent institutions of The University of North Carolina.
The president of a North Carolina community college.
A teacher who graduated from an approved educator preparation
program located in the State within three years of appointment to
serve on the Commission.
A principal who graduated from an approved educator preparation
program located in the State.
A local board of education member.
A member to represent business and industry in North Carolina.
(2) The General Assembly shall appoint two members to the Commission in
accordance with G.S. 120-121 as follows:
a. One dean of an approved school of education at a private
postsecondary _institution operating in the State upon the
recommendation of the Speaker of the House of Representatives.
One dean of an approved school of education at a private
postsecondary institution operating in the State upon the
recommendation of the President Pro Tempore of the Senate.
(3) The following five members shall serve as ex officio members to the
Commission:
The North Carolina Teacher of the Year.
The North Carolina Principal of the Year.
The North Carolina Superintendent of the Year.
The chair of the Board of the State Education Assistance Authority.
The Director of the North Carolina Teaching Fellows Program.

(©) Terms of Office. — Appointments to the Commission shall be for two-year terms,
expiring on July 1 in odd-numbered years. Members serving ex officio, other than the chair of
the Board of the State Education Assistance Authority and Director of the North Carolina
Teaching Fellows Program, who have otherwise completed their term of service, shall continue
to serve on the Commission until July 1, annually.

(d)  Vacancies. — Except as otherwise provided, if a vacancy occurs in the membership
of the Commission, the appointing authority shall appoint another person meeting the same
gualifications to serve for the balance of the unexpired term.

(e) Chair; Meetings. — The Director of the Program shall call the first meeting of the
Commission. The Commission _members shall elect a chair and a vice-chair from the
membership of the Commission to serve one-year terms. The Commission shall meet regularly
at times and places deemed necessary by the chair or, in the absence of the chair, by the
vice-chair.

() Conflict of Interest. — A member of the Commission shall abstain from voting on
the selection of an educator preparation program of a postsecondary constituent institution of
The University of North Carolina or a private postsecondary institution operating in the State
under G.S. 116-209.62(f) if the member is an officer or employee of the institution or sits as a
member of the institution's board of directors.

(@ Expenses. — Commission members shall receive per diem, subsistence, and travel
allowances in accordance with G.S. 138-5 or G.S. 138-6, as appropriate.

"8 116-209.62. North Carolina Teaching Fellows Program established; administration.
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(@ Program. — There is established the North Carolina Teaching Fellows Program to be
administered by the General Administration of The University of North Carolina, in
conjunction with the Authority and the Commission. The purpose of the Program is to recruit,
prepare, and support students residing in or attending institutions of higher education located in
North Carolina for preparation as highly effective STEM or special education teachers in the
State's public schools. The Program shall be used to provide a forgivable loan to individuals
interested in preparing to teach in the public schools of the State in STEM or special education
licensure areas.

(b)  Trust Fund. — There is established the North Carolina Teaching Fellows Program
Trust Fund to be administered by the Authority, in conjunction with the General Administration
of The University of North Carolina. All funds (i) appropriated to, or otherwise received by, the
Program for forgivable loans, (ii) received as repayment of forgivable loans, and (iii) earned as
interest on these funds shall be placed in the Trust Fund. The purpose of the Trust Fund is to
provide financial assistance to qualified students for completion of teacher education and
licensure programs to fill STEM or special education licensure areas in the public schools of
the State.

©) Uses of Monies in the Trust Fund. — The monies in the Trust Fund may be used only
for (i) forgivable loans granted under the Program, (ii) administrative costs associated with the
Program, including recruitment and recovery of funds advanced under the Program, and (iii)
extracurricular _enhancement activities of the Program. The Authority may use up to six
hundred thousand dollars ($600,000) from the Trust Fund in each fiscal year for its
administrative costs, the salary of the Director of the Program, expenses of the Commission,
and to provide the Commission with funds to use for the extracurricular enhancement activities
of the Program.

(d) Director of the Program. — The Board of Governors of The University of North
Carolina shall appoint a Director of the Program. The Director shall appoint staff to the
Commission _and shall be responsible for recruitment and coordination of the Program,
including proactive, aggressive, and strategic recruitment of potential recipients. Recruitment
activities shall include (i) targeting regions of the State with the highest teacher attrition rates
and teacher recruitment challenges, (ii) actively engaging with educators, business leaders,
experts in _human resources, elected officials, and other community leaders throughout the
State, and (iii) attracting candidates in STEM and special education licensure areas to the
Program. The Director shall report to the President of The University of North Carolina. The
Authority shall provide office space and clerical support staff, as necessary, to the Director for
the Program.

(e) Student Selection Criteria for Forgivable Loans. — The Commission shall adopt
stringent standards for awarding forgivable loans based on multiple measures to ensure that
only the strongest applicants receive them, including the following:

(1)  Grade point averages.

2 Performance on relevant career and college readiness assessments.

(3)  Experience, accomplishments, and other criteria demonstrating qualities
positively correlated with highly effective teachers, including excellent
verbal and communication skills.

4 Demonstrated commitment to serve in a STEM or special education
licensure area in North Carolina public schools.

()] Program Selection Criteria. — The Authority shall administer the Program in
cooperation with five institutions of higher education with approved educator preparation
programs selected by the Commission that represent both postsecondary constituent institutions
of The University of North Carolina and private postsecondary institutions operating in the
State. The Commission shall adopt stringent standards for selection of the most effective
educator preparation programs, including the following:
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1) Demonstrates high rates of educator effectiveness on value-added models
and teacher evaluations, including using performance-based, subject-specific
assessment and support systems, such as edTPA or other metrics of
evaluating candidate effectiveness that have predictive validity.
Demonstrates measurable impact of prior graduates on student learning,
including impact of graduates teaching in STEM or special education
licensure areas.

Demonstrates high rates of graduates passing exams required for teacher
licensure.

Provides curricular and co-curricular enhancements in leadership, facilitates
learning for diverse learners, and promotes community engagement,
classroom management, and reflection and assessment.

Requires at least a minor concentration of study in the subject area that the
candidate may teach.

Provides early and frequent internship or practical experiences, including the
opportunity for participants to perform practicums in_diverse school
environments.

Is approved by the State Board of Education as an educator preparation
program.

(@) Awards of Forgivable Loans. — The Program shall provide forgivable loans to
selected students to be used at the five selected institutions for completion of a program leading
to teacher licensure as follows:

(1)  North Carolina high school seniors. — Forgivable loans of up to eight
thousand two hundred fifty dollars ($8,250) per year for up to four years.

(2)  Students applying for transfer to a selected educator preparation program at
an institution of higher education. — Forgivable loans of up to eight thousand
two hundred fifty dollars ($8,250) per year for up to three years.

3) Individuals currently holding a bachelor's degree seeking preparation for

4)

S

=

=

@

S

S

teacher licensure. — Forgivable loans of up to eight thousand two hundred
fifty dollars ($8,250) per year for up to two years.

Students matriculating at institutions of higher education who are changing
to enrollment in a selected educator preparation program. — Forgivable loans
of up to eight thousand two hundred fifty dollars ($8,250) per year for up to
two years.

Forgivable loans may be used for tuition, fees, and the cost of books.

(h) Identification of STEM and Special Education Licensure Areas. — The
Superintendent of Public Instruction shall identify and provide to the Commission and the
Authority a list of STEM and special education licensure areas and shall annually provide to
the Commission the number of available positions in each licensure area relative to the number
of current and anticipated teachers in that area of licensure. The Commission shall make the list
of STEM and special education licensure areas readily available to applicants.

(i) Administration of Forgivable Loan Awards. — Upon the naming of recipients of the
forgivable loans by the Commission, the Commission shall transfer to the Authority its
decisions. The Authority, in coordination with the Director, shall perform all of the
administrative functions necessary to implement this Part, which functions shall include rule
making, disseminating information, acting as a liaison with participating institutions of higher
education, implementing forgivable loan agreements, loan monitoring, loan cancelling through
service _and collection, determining the acceptability of service repayment agreements,
enforcing the agreements, and all other functions necessary for the execution, payment, and
enforcement of promissory notes required under this Part.
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() Annual Report. — The Commission, in coordination with the Authority, shall report
no later than January 1, 2019, and annually thereafter, to the Joint Legislative Education

Oversight Committee regarding the following:

[€0)] Forgivable loans awarded from the Trust Fund, including the following:

a. Demographic information regarding recipients.
b. Number of recipients by institution of higher education and program.
C. Information _on number of recipients by anticipated STEM and

special education licensure area.
2 Placement and repayment rates, including the following:

a. Number of graduates who have been employed in a STEM or special
education licensure area within two years of program completion.

b. Number of graduates who accepted employment at a low-performing
school identified under G.S. 115C-105.37 as part of their years of
service.

C. Number of graduates who have elected to do loan repayment and

their years of service, if any, prior to beginning loan repayment.
Number of graduates employed in a STEM or special education
licensure area who have received an overall rating of at least
accomplished and have met expected growth on applicable standards
of the teacher evaluation instrument.
Aggregate information on student growth and proficiency in courses
taught by graduates who have fulfilled service requirements through
employment in a STEM or special education licensure area.
(3)  Selected school outcomes by program, including the following:
Turnover rate for forgivable loan graduates.
Aggregate information on student growth and proficiency as
provided annually by the State Board of Education to the
Commission in courses taught by forgivable loan graduates.
C. Fulfillment rate of forgivable loan graduates.

"8 116-209.63. Terms of forgivable loans; receipt and disbursement of funds.

(a) Notes. — All forgivable loans shall be evidenced by notes made payable to the
Authority that bear interest at a rate not to exceed ten percent (10%) per year as set by the
Authority and beginning on the first day of September after the completion of the program
leading to teacher licensure or 90 days after termination of the forgivable loan, whichever is
earlier. The forgivable loan may be terminated upon the recipient's withdrawal from school or
by the recipient's failure to meet the standards set by the Commission.

(b) Forgiveness. — The Authority shall forgive the loan and any interest accrued on the
loan if, within 10 years after graduation from a program leading to teacher licensure, exclusive
of any authorized deferment for extenuating circumstances, the recipient serves as a teacher in a
STEM or special education licensure area, as provided in G.S. 116-209.62(h), for every year
the teacher was awarded the forgivable loan, in any combination of the following:

Q) One year at a North Carolina public school identified as low-performing
under G.S. 115C-105.37 at the time the teacher accepts employment at the
school or, if the teacher changes employment during this period, at another
school identified as low-performing.

(2) Two vyears at a North Carolina public school not identified as
low-performing under G.S. 115C-105.37.

The Authority shall also forgive the loan if it finds that it is impossible for the recipient to
work for up to eight years, within 10 years after completion of the program leading to teacher
licensure, at a North Carolina public school because of the death or permanent disability of the
recipient. If the recipient repays the forgivable loan by cash payments, all indebtedness shall be
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repaid within 10 years after completion of the program leading to teacher licensure supported
by the forgivable loan. If the recipient completes a program leading to teacher licensure,
payment of principal and interest shall begin no later than the first day of September after the
completion of the program. Should a recipient present extenuating circumstances, the Authority
may extend the period to repay the loan in cash to no more than a total of 12 years."

SECTION 10A.3.(b) Initial appointments to the North Carolina Teaching Fellows
Commission shall be made no later than August 15, 2017. Initial appointments to the
Commission shall expire July 1, 2019.

SECTION 10A.3.(c) The Commission shall establish initial selection criteria for
recipients and select the five institutions of higher education with approved educator
preparation programs at which a recipient may use a forgivable loan no later than November
15, 2017, and shall make available applications to prospective students no later than December
31, 2017.

SECTION 10A.3.(d) The Superintendent of Public Instruction shall establish the
list of STEM and special education licensure areas and provide that information to the
Commission and Authority no later than October 1, 2017.

SECTION 10A.3.(e) The Commission shall select recipients and award the initial
forgivable loans for the 2018-2019 academic year no later than April 1, 2018.

SECTION 10A.3.(f) G.S. 115C-472.16(b) reads as rewritten:

"(b) The General Assembly shall only appropriate moneys in the North Carolina

Education Endowment Fund for teacher—ceompensation—thatis—related—directlyto—tmproving
student-academic-outcomes-in-the-public-schools-ef the-State-the forgivable loans for the North

Carolina Teaching Fellows Program and administration of the North Carolina Teaching
Fellows Program under Part 3 of Article 23 of Chapter 116 of the General Statutes."”

SECTION 10A.3.(g) G.S. 116-209.27(a) reads as rewritten:

"(@) The Authority shall, as of March 1, 2015, administer all outstanding scholarship
loans previously awarded by the former North Carolina Teaching Fellows Commission and
subject to repayment under the former Teaching Fellows Pregram-Program administered
pursuant to Part 2 of Article 24C of Chapter 115C of the General Statutes."

SECTION 10A.3.(h) For the 2017-2018 fiscal year, the Department of Public
Instruction shall transfer the sum of four hundred fifty thousand dollars ($450,000) in
nonrecurring funds from the North Carolina Education Endowment Fund to the Board of
Governors of The University of North Carolina to allocate to the Authority to be used to
implement the North Carolina Teaching Fellows Program (Program), as established by this
section. Beginning with the 2018-2019 fiscal year, the Department of Public Instruction shall
transfer the sum of six million dollars ($6,000,000) in recurring funds from the North Carolina
Education Endowment Fund to the Board of Governors to be allocated to the Authority for the
operation of the Program and for the award of forgivable loans to selected recipients beginning
with the 2018-2019 academic year.

SECTION 10A.3.(i) Notwithstanding G.S. 115C-472.16, of the funds available in
the North Carolina Education Endowment Fund (Fund) for the 2017-2018 fiscal year, the sum
of six million one hundred forty-five thousand four hundred sixty-one dollars ($6,145,461) in
nonrecurring funds for the 2017-2018 fiscal year shall be transferred from the Fund to the
Department of Public Instruction to be used to support the supervision and administration of the
public school system.

AMEND TRANSFORMING PRINCIPAL PREPARATION
SECTION 10A.5.(a) Section 11.9 of S.L. 2015-241, as amended by Section 11A.4
of S.L. 2016-94 and by Section 4.3 of S.L. 2016-123, reads as rewritten:
"SECTION 11.9.(a) Purpose. — The purpose of this section is to establish a competitive
grant program for eligible entities to elevate educators in North Carolina public schools by
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transforming the preparation of principals across the State. The State Education Assistance
Authority (Authority) shall administer this grant program through a cooperative agreement with
a private, nonprofit corporation to provide funds for the preparation and support of highly
effective future school principals in North Carolina.

"SECTION 11.9.(b) Definitions. — For the purposes of this section, the following
definitions apply:

1) Eligible entity. — A for-profit or nonprofit organization or an institution of
higher education that has an evidence-based plan for preparing school
leaders who implement school leadership practices linked to increased
student achievement.

2 High-need school. — A public school, including a charter school, that meets
one or more of the following criteria:

a. Is a school identified under Part A of Title I of the Elementary and
Secondary Education Act of 1965, as amended.
b. Is a persistently low-achieving school, as identified by the

Department of Public Instruction for purposes of federal
accountability.

C. A middle school containing any of grades five through eight that
feeds into a high school with less than a sixty percent (60%)
four-year cohort graduation rate.

d. A high school with less than a sixty percent (60%) four-year cohort
graduation rate.

3) Principal. — The highest administrative official in a public school building
with primary responsibility for the instructional leadership, talent
management, and organizational development of the school.

4) School leader. — An individual employed in a school leadership role,
including principal or assistant principal roles.

(5) Student achievement. — At the whole school level, after three years of
leading a school, consistent and methodologically sound measures of:

a. Student academic achievement.
b. Aggregated individual student academic growth.
C. Additional outcomes, such as high school graduation rates, the

percentage of students taking advanced-level coursework, or the
percentage of students who obtain a career-related credential through
a national business certification exam.

"SECTION 11.9.(c) Program Authorized. — The Authority shall award grants to eligible
entities to support programs that develop well-prepared school leaders in accordance with the
provisions of this section. The Authority shall establish any necessary rules to administer the
grant program.

"SECTION 11.9.(d) Contract With a Nonprofit for Administration. — By November 1,
2015, the Authority shall issue a Request for Proposal (RFP) for a private, nonprofit
corporation to contract with the Authority for the administration of the program, including
making recommendations to the Authority for the award of grants, as authorized by this
section. The nonprofit corporation applying to the Authority shall meet at least the following
requirements:

Q) The nonprofit corporation shall be a nonprofit corporation organized
pursuant to Chapter 55A of the General Statutes and shall comply at all
times with the provisions of section 501(c)(3) of the Internal Revenue Code.

(2)  The nonprofit corporation shall employ sufficient staff who have
demonstrated a capacity for the development and implementation of grant
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selection criteria and a selection process to promote innovative school leader

education programs, including:

a. Focus on school leader talent.

b. Expertise supporting judgments about grant renewal based on
achievement of or substantial school leader progress toward
measurable results in student achievement.

C. Expectation of creating positive experiences working with the
educational community in North Carolina to establish the foundation
for successfully administering the programs set forth in this section.

3) The nonprofit corporation shall comply with the limitations on lobbying set
forth in section 501(c)(3) of the Internal Revenue Code.

4) No State officer or employee may serve on the board of the nonprofit
corporation.

(5) The board of the nonprofit corporation shall meet at least quarterly at the call
of its chair.

"SECTION 11.9.(e) Report on Selection of the Nonprofit. — The Authority shall select a
nonprofit corporation to enter into a contract with to administer the program by January 15,
2016. The Authority shall report to the Joint Legislative Education Oversight Committee on the
selection of the nonprofit corporation by February 1, 2016.

"SECTION 11.9.(f) Application Requirements. — The nonprofit corporation entering into a
contract with the Authority under subsection (d) of this section shall issue an initial RFP with
guidelines and criteria for the grants no later than March 1, 2016. The nonprofit corporation
may issue additional RFPs for grant applicants as it may deem necessary, subject to available
funds. An eligible entity that seeks a grant under the program authorized by this section shall
submit to the nonprofit corporation an application at such time, in such manner, and
accompanied by such information as the nonprofit may require. An applicant shall include at
least the following information in its response to the RFP for consideration by the nonprofit
corporation:

1) The extent to which the entity has a demonstrated record of preparing school
leaders who implement school leadership practices linked to increased
student achievement.

(2 The extent to which the entity has a rigorous school leader preparation
program design that includes the following research-based programmatic

elements:
a. A proactive, aggressive, and intentional recruitment strategy.
b. Rigorous selection criteria based on competencies that are predictive

of success as a school leader, including, but not limited to, evidence
of significant positive effect on student learning growth in the
classroom, at the school-level, and the local school administrative
unit-level, professional recommendations, evidence of problem
solving and critical thinking skills, achievement drive, and leadership

of adults.

C. Alignment to high-quality national standards for school leadership
development.

d. Rigorous coursework that effectively links theory with practice
through the use of field experiences and problem-based learning.

e. Full-time paid clinical practice of at least five months and 750 hours

in duration in an authentic setting, including substantial leadership
responsibilities where candidates are evaluated on leadership skills
and effect on student outcomes as part of program completion.
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f.

Multiple opportunities for school leader candidates to be observed
and coached by program faculty and staff.

Clear expectations for and firm commitment from school leaders
who will oversee the clinical practice of candidates.

Evaluation of school leader candidates during and at the end of the
clinical practice based on the North Carolina School Executive
Evaluation Rubric.

A process for continuous review and program improvement based on
feedback from partnering local school administrative units and data
from program completers, including student achievement data.
Established relationship and feedback loop with affiliated local
school administrative units that is used to inform and improve
programmatic elements from year to year based on units' needs.

"SECTION 11.9.(g) Priorities. — The nonprofit corporation shall evaluate the applicants
for grants by giving priority to an eligible entity with a record of preparing principals
demonstrating the following:

Improvement in student achievement.

Placement as school leaders in eligible schools.

A proposed focus on and, if applicable, a record of serving high-need
schools, high-need local school administrative units, or both.

A detailed plan and commitment to share lessons learned and to improve the
capacity of other entities in reaching similar outcomes.

A service area that is underserved by existing principal preparation programs
or demonstrates unmet need despite current available programs.

"SECTION 11.9.(h) Uses of Funds. — By June 1, 2016, the nonprofit corporation shall
recommend to the Authority the recipients of grants under the program. Each eligible entity
that receives grant funds shall use those funds to carry out the following:

Recruiting and selecting, based on a rigorous evaluation of the competencies
of the school leader candidates participating in the program and their
potential and desire to become effective school leaders.

Operating a school leader preparation program that provides the opportunity
for all candidates to earn a master's degree, if they do not already have one,
and subsequent principal licensure by doing the following:

(1)
(2)
(3)
(4)

(5

1)

()

a.

Utilizing a research-based content and curriculum, including
embedded participant assessments to evaluate candidates before
program completion, that prepares candidates to do the following:

1. Provide instructional leadership, such as developing teachers'

instructional practices and analyzing classroom and

school-wide data to support teachers.

Manage talent, such as developing a high-performing team.

3. Build a positive school culture, such as building a strong
school culture focused on high academic achievement for all
students, including gifted and talented students, students with
disabilities, and English learners, maintaining active
engagement with family and community members, and
ensuring student safety.

4. Develop organizational practices, such as aligning staff,
budget, and time to the instructional priorities of the school.

Providing opportunities for sustained and high-quality job-embedded

practice in an authentic setting where candidates are responsible for

moving the practice and performance of a subset of teachers or for

N
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school-wide performance as principal-in-planning or interim school
leaders.
3) Collecting data on program implementation and program completer
outcomes for continuous program improvement.

"SECTION 11.9.(i) Duration of Grants. — The nonprofit corporation shall also recommend
to the Authority the duration and renewal of grants to eligible entities according to the
following:

1) The duration of grants shall be as follows:

a. Grants shall be no more than five years in duration.

b. The nonprofit corporation may recommend renewal of a grant based
on performance, including allowing the grantee to scale up or
replicate the successful program as provided in subdivision (2) of this
subsection.

The nonprofit shall develop a process with the Authority for early
retrieval of grant funds from grant recipients due to noncompliance
with grant terms, including participation in third-party evaluation
activities. Grantees shall develop and enforce requirements for
program graduates to serve a minimum of four years as school-based
administrators in North Carolina. Requirements are subject to the
approval of the nonprofit corporation.
(2) In evaluating performance for purposes of grant renewal and making
recommendations to the Authority, the nonprofit corporation shall consider:
a. For all grantees, the primary consideration in renewing grants shall
be the extent to which program participants improved student
achievement in eligible schools.

|©

b. Other criteria from data received in the annual report in subsection (j)
of this section may include the following:

1. The percentage of program completers who are placed as
school leaders in this State within three years of receiving a
grant.

2. The percentage of program completers who are rated

proficient or above on the North Carolina School Executive
Evaluation Rubric.

"SECTION 11.9.(j) Reporting Requirements for Grant Recipients. — Recipients of grants
under the program shall participate in all evaluation activities required by the nonprofit and
submit an annual report to the nonprofit corporation contracting with the Authority—beginning
ithe—third—year—ofthe—grant—Authority with any information requested by the nonprofit
corporation. The recipients shall comply with additional report requests made by the nonprofit.
Whenever practicable and within a reasonable amount of time, grant recipients shall also make
all materials developed as part of the program and with grant funds publically available to
contribute to the broader sharing of promising practices. Materials shall not include personally
identifiable information regarding individuals involved or associated with the program,
including, without limitation, applicants, participants, supervisors, evaluators, faculty, and staff,
without their prior written consent. The nonprofit corporation shall work with recipients and
local school administrative units, as needed, to enable the collection, analysis, and evaluation of
at least the following relevant data, within necessary privacy constraints:

1) Student achievement in eligible schools.

2 The percentage of program completers who are placed as school leaders
within three years in the State.

3 The percentage of program completers rated proficient or above on school
leader evaluation and support systems.
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4 The percentage of program completers that are school leaders who have
remained employed in a North Carolina public school for two or more years
of initial placement.

"SECTION 11.9.(k) Licensure Process. — By June 1, 2016, the State Board of Education
shall adopt a policy to provide for a specific licensure process applicable to school
administrators who provide documentation to the State Board of successful completion of a
principal preparation program selected for a competitive grant in accordance with this section.
Licensure shall include a requirement for candidates to hold a master's degree.

"SECTION 11.9.(I) Evaluation and Revision of Program. — The nonprofit corporation
administering the program shall provide the State Board of Education and the Joint Legislative
Education Oversight Committee with the data collected in accordance with subsection (j) of
this section on an annual basis. By September 15, 2021, the State Board of Education, in
coordination with the Board of Governors of The University of North Carolina, shall revise, as
necessary, the licensure requirements for school administrators and the standards for approval
of school administrator preparation programs after evaluating the data collected from the grant
recipients, including the criteria used in selecting grant recipients and the outcomes of program
completers. The State Board of Education shall report to the Joint Legislative Education
Oversight Committee by November 15, 2021, on any changes made to the licensure
requirements for school administrators and the standards for approval of school administrator
preparation programs in accordance with this section.

"SECTION 11.9.(m) Of the funds appropriated by this act for the 2015-2016 fiscal year
for this program, the sum of five hundred thousand dollars ($500,000) shall be allocated to the
State Education Assistance Authority to contract with the nonprofit corporation selected
pursuant to subsection (e) of this section to establish and administer the program. The State
Education Assistance Authority may use up to five percent (5%) of those funds for
administrative costs.

Beginning with the 2017-2018 fiscal year, of the funds appropriated each fiscal year for this
program, the sum of three hundred eighty thousand dollars ($380,000) shall be allocated to the
State Education Assistance Authority to contract with the nonprofit corporation selected
pursuant to subsection (e) of this section to establish and administer the program. The State
Education Assistance Authority may use up to fifteen thousand dollars ($15,000) of those funds
for administrative costs.

"SECTION 11.9.(n) Beginniag-with-the-2016-2017fiscal-yearand-foreach-subseguent
fiscalyear—of-Of the funds appropriated for this pregram—program for the 2016-2017 fiscal
year, the sum of three hundred thousand dollars ($300,000) shall be allocated to the State
Education Assistance Authority to contract with the nonprofit corporation selected pursuant to
subsection (e) of this section to establish and administer the program, and the State Education
Assistance Authority may use up to five percent (5%) of those funds for administrative costs.
The remaining funds appropriated for a-the fiscal year for this program shall be allocated to the
State Education Assistance Authority to award grants to selected recipients.

"SECTION 11.9.(0) Beginning with the 2017-2018 fiscal year, of the funds appropriated
for this program, the sum of four million two hundred thousand dollars ($4,200,000) shall be
allocated each fiscal year to the State Education Assistance Authority to award grants to
selected recipients. Any unexpended funds appropriated to award grants to selected recipients
remaining at the end of each fiscal year shall revert to the General Fund, except that the
Authority may carry forward for the next fiscal year an amount necessary to ensure that any
outstanding allowable reimbursements can be disbursed in accordance with this section. Any
funds carried forward for the purpose of meeting anticipated reimbursement obligations from
the prior fiscal year that are not expended shall not be used to award additional grants to grant
recipients but shall revert to the General Fund at the end of the fiscal year."
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SECTION 10A.5.(b) Pursuant to Chapter 143E of the General Statutes, the
Program Evaluation Division is directed to conduct a measurability assessment of the Principal
Preparation Program authorized in Section 11.9 of S.L. 2015-241, as amended by Section
11A.4 of S.L. 2016-94, Section 4.3 of S.L. 2016-123, and subsection (a) of this section. The
State Education Assistance Authority (hereinafter "Authority") and the nonprofit corporation
establishing and administering the Program shall provide the Division and the independent
assessor selected by the Division any requested written information, electronic data, and access
to facilities and personnel appropriate for the measurability assessment. The assessment shall,
in addition to requirements provided for in Chapter 143E of the General Statutes, include
recommendations for periodic reporting of program output and program outcomes compared to
objectives established for the Program. The recommendations shall include changes to the
contract with the nonprofit by the Authority to effect periodic reporting. Periodic reports shall
be made by the nonprofit to the Authority, State Board of Education, and Joint Legislative
Education Oversight Committee. The Division shall furnish the measurability assessment to the
Joint Legislative Program Evaluation Oversight and Joint Legislative Education Oversight
Committee. The Division shall use funds available to it for such purposes to pay for the
measurability assessment.

OPPORTUNITY SCHOLARSHIP STUDENT ASSESSMENTS/IOWA TEST OF BASIC
SKILLS (ITBS)
SECTION 10A.6.(a) G.S. 115C-562.5(a)(4) reads as rewritten:
"(4)  Administer, at least once in the fall semester and once in the spring semester

of | each school year a—natrenauy—stanelaret&eel—test—er—ether—natrenauy

e#ﬁeer—ef—the—nenpebhc—eeheelthe lowa Test of Basrc Skills (ITBS) to aH

eligible students whose tuition and fees are paid in whole or in part with a

scholarshrp grant enrolled |n grades three and htgher—'lihe—natrenauy

mathematres—hlqher to enable comparison of student performance After an

eligible student is administered the test in the semester in which the student
is first enrolled in the nonpublic school, the student shall only be required to
take the test in the following semester and on an annual basis thereafter. Test
performance data shall be submitted to the Authority by July 15 of each
year. Test performance data reported to the Authority under this subdivision
is not a public record under Chapter 132 of the General Statutes."

SECTION 10A.6.(al) G.S. 115C-562.7(c)(1) reads as rewritten:

"(1) Learning gains or losses of students receiving scholarship grants. The report
shall include learning gains of participating students on a statewide basis and
shall compare, to the extent possible, the learning gains or losses of eligible
students by nonpublic school to the statewide learning gains or losses of
public school students with similar socioeconomic backgrounds, using
aggregate standardized test performance data provided to the Authority by
nonpublic schools and by the Department of Public Instruction.
Notwithstanding any provision of G.S. 115C-174.11(c) to the contrary, all
students participating in the comparison of learning gains or losses pursuant
to this subdivision shall complete the lowa Test of Basic Skills."

SECTION 10A.6.(b) Notwithstanding G.S. 115C-562.5(a)(4), as amended by this
section, all eligible students enrolled in grades three through 12 (i) whose tuition and fees are
paid in whole or in part with a scholarship grant and (ii) who are enrolled in a nonpublic school
for the 2017-2018 school year pursuant to Part 2A of Article 39 of the General Statutes shall be
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administered the lowa Test of Basic Skills (ITBS) in the fall semester and in the spring
semester of the 2017-2018 school year. Thereafter, those students shall be administered the
lowa Test of Basic Skills (ITBS) on an annual basis in the spring semester.

SECTION 10A.6.(c) Subsection (a) of this section applies only to students in
grades three through 12 (i) whose tuition and fees are paid in whole or in part with a
scholarship grant and (ii) who are enrolled for the first time in a nonpublic school pursuant to
Part 2A of Article 39 of Chapter 115C of the General Statutes beginning with the 2018-2019
school year and subsequent school years thereafter.

PART XI. DEPARTMENT OF HEALTH AND HUMAN SERVICES
SUBPART XI-A. CENTRAL MANAGEMENT AND SUPPORT

HEALTH INFORMATION TECHNOLOGY
SECTION 11A.1. Article 3 of Chapter 143B of the General Statutes is amended by
adding a new section to read:
"8 143B-139.4D. Department of Health and Human Services; coordination of health
information technology.

(a) The Department of Health and Human Services, in cooperation with the State Chief
Information Officer, shall coordinate health information technology policies and programs
within the State of North Carolina. The goal of the Chief Information Officer of the Department
of Health and Human Services in coordinating State health information technology policy and
programs shall be to avoid duplication of efforts and to ensure that each State agency, public
entity, and private entity that undertakes health information technology activities does so within
the area of its greatest expertise and technical capability and in a manner that supports
coordinated State and national goals, which shall include at least all of the following:

[€9)] Ensuring that patient health information is secure and protected, in
accordance with applicable law.

(2) Improving health care quality, reducing medical errors, reducing health
disparities, and advancing the delivery of patient-centered medical care.

(3)  Providing appropriate information to guide medical decisions at the time and
place of care.

(4)  Ensuring meaningful public input into health information technology
infrastructure development.

(5) Improving the coordination of information among hospitals, laboratories,
physicians' offices, and other entities through an effective infrastructure for
the secure and authorized exchange of health care information.

(6) Improving public health services and facilitating early identification and
rapid response to public health threats and emergencies, including
bioterrorist events and infectious disease outbreaks.

(1) Facilitating health and clinical research.

8) Promoting early detection, prevention, and management of chronic diseases.

(b)  The Department, in cooperation with the Department of Information Technology,
shall establish and direct a health information technology management structure that is efficient
and transparent and that is compatible with the Office of the National Health Coordinator for
Information Technology (National Coordinator) governance mechanism. The health
information technology management structure shall be responsible for all of the following:

Q) Developing a State Plan for implementing and ensuring compliance with
national health information technology standards and for the most efficient,
effective, and widespread adoption of health information technology.
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(2) Ensuring that (i) specific populations are effectively integrated into the State
Plan, including aging populations, populations requiring mental health
services, and populations utilizing the public health system, and (ii) unserved
and underserved populations receive priority consideration for health
information technology support.

3) Identifying all health information technology stakeholders and soliciting
feedback and participation from each stakeholder in the development of the
State Plan.

(4) Ensuring that existing health information technology capabilities are
considered and incorporated into the State Plan.

(5) Identifying and eliminating conflicting health information technology efforts
where necessary.

(6) Identifying available resources for the implementation, operation, and

maintenance of health information technology, including identifying
resources and available opportunities for North Carolina institutions of
higher education.

(7)  Ensuring that potential State Plan participants are aware of health
information technology policies and programs and the opportunity for
improved health information technology.

(8) Monitoring health information technology efforts and initiatives in other
states and replicating successful efforts and initiatives in North Carolina.

9 Monitoring the development of the National Coordinator's strategic plan and
ensuring that all stakeholders are aware of and in compliance with its
requirements.

(10) Monitoring the progress and recommendations of the Health Information
Technology Policy and Standards Committee and ensuring that all
stakeholders remain informed of the Committee's recommendations.

(11) Monitoring all studies and reports provided to the United States Congress
and reporting to the Joint Legislative Oversight Committee on Information
Technology and the Fiscal Research Division on the impact of report
recommendations on State efforts to implement coordinated health
information technology."

FUNDS FOR MEDICAID MANAGEMENT INFORMATION SYSTEM/ANALYTICS
REPROCUREMENT

SECTION 11A.2.(a) Of the funds appropriated in this act to the Department of
Health and Human Services, Division of Central Management and Support, the sum of one
hundred forty-two thousand seven hundred dollars ($142,700) in prior year earned revenues for
the 2017-2018 fiscal year and the sum of two hundred forty-three thousand nine hundred
sixty-seven dollars ($243,967) in prior year earned revenues for the 2018-2019 fiscal year shall
be used to match federal funds to (i) determine enhancements necessary or plan the strategy to
align the Medicaid Management Information System (MMIS) and Reporting and Analytics
systems with federal Medicaid Information Technology Architecture standards and (ii) prepare
for the procurement of a new MMIS contract and a new Reporting and Analytics contract, all
as required by the federal Centers for Medicare and Medicaid Services. This project shall not
proceed until the business case has been approved by the Office of State Budget and
Management and the State Chief Information Officer in the Enterprise Project Management
Office Touchdown System. Upon such approval, funds may be budgeted and the Department
may create up to 10 full-time equivalent time-limited positions dedicated to the project for the
2018-2019 fiscal year.
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SECTION 11A.2.(b) Departmental receipts appropriated in this act in the sum of
one million two hundred eighty-four thousand three hundred dollars ($1,284,300) for the
2017-2018 fiscal year and in the sum of two million one hundred ninety-five thousand seven
hundred three dollars ($2,195,703) for the 2018-2019 fiscal year shall be used for the purposes
described in subsection (a) of this section.

FUNDS FOR NORTH CAROLINA FAMILIES ACCESSING SERVICES THROUGH
TECHNOLOGY (NC FAST)

SECTION 11A.3.(a) Of the funds appropriated in this act to the Department of
Health and Human Services, Division of Central Management and Support, the sum of eight
million nine hundred thousand dollars ($8,900,000) in nonrecurring funds for the 2017-2018
fiscal year and the sum of eleven million one hundred nine thousand dollars ($11,109,000) in
nonrecurring funds for the 2018-2019 fiscal year, along with prior year earned revenue in the
amount of eleven million nine hundred thousand dollars ($11,900,000) for each year of the
2017-2019 fiscal biennium and the cash balance in Budget Code 24410 Fund 2411 shall be
used to match federal funds to expedite the development and implementation of Child Services
Case Management, additional Medicaid eligibility requirements, Enterprise Program Integrity,
and Identity Proofing Feasibility components of the North Carolina Families Accessing
Services through Technology (NC FAST) project. The Department shall report any changes in
approved federal funding or federal match rates within 30 days after the change to the Joint
Legislative Oversight Committee on Health and Human Services, the Joint Legislative
Oversight Committee on Information Technology, and the Fiscal Research Division.
Departmental receipts appropriated in this act in the sum of one hundred three million four
hundred fifty thousand dollars ($103,450,000) for the 2017-2018 fiscal year and in the sum of
seventy-five million five hundred ninety-one thousand dollars ($75,591,000) for the 2018-2019
fiscal year shall be used to implement the components of the NC FAST project described in this
subsection.

SECTION 11A.3.(b) Of the funds appropriated in this act to the Department of
Health and Human Services, Division of Central Management and Support, the sum of one
million nine hundred thousand dollars ($1,900,000) in recurring funds for the 2017-2018 fiscal
year and seven million seven hundred thousand dollars ($7,700,000) in recurring funds for the
2018-2019 fiscal year shall be used to provide ongoing maintenance and operations for the NC
FAST system, including the creation of 32 full-time equivalent positions for the 2017-2018
fiscal year and 54 full-time equivalent positions for the 2018-2019 fiscal year. Departmental
receipts appropriated in this act in the sum of ten million five hundred thousand dollars
($10,500,000) for the 2017-2018 fiscal year and in the sum of fifteen million dollars
($15,000,000) for the 2018-2019 fiscal year shall be used for the purposes specified in this
subsection.

HEALTH ANALYTICS PILOT PROGRAM

SECTION 11A.4. The Department of Health and Human Services shall continue to
coordinate with the Government Data Analytics Center (GDAC) to further develop and fully
operationalize the Health Analytics Pilot Program for Medicaid claims analytics and population
health management authorized by Section 12A.17 of S.L. 2015-241, as amended by Section
12A.7 of S.L. 2016-94. The purpose of the Health Analytics Program is to apply analytics to
Medicaid data available to GDAC through the Department in a manner that maximizes health
care savings and efficiencies to the State, optimizes positive impacts on health outcomes, and
assists in the transition to, and management of, the transformed North Carolina Medicaid and
North Carolina Health Choice programs as described in S.L. 2015-245, as amended by Section
2 of S.L. 2016-121.
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HEALTH INFORMATION EXCHANGE
SECTION 11A.5.(a) Section 12A.5(a)(1) of S.L. 2015-241 reads as rewritten:

"(1)

Establish a successor HIE Network to WhICh @—a“—Med&e&rd—pmwde#s—sh&H

following prowders shall establlsh connectmty and commence submlssmn

of demographic _and clinical data or encounter and claims data, as

appropriate, in accordance with the following time line:

a. The following providers of Medicaid services that have an electronic
health record system, by June 1, 2019:

Hospitals as defined in G.S. 131E-176(13).

Physicians licensed to practice under Article 1 of Chapter 90

of the General Statutes.

Physician assistants as defined in 21 NCAC 32S .0201.

Nurse practitioners as defined in 21 NCAC 36 .0801.

Prepald Health Plans, as defined in S.L. 2015-245, by the

commencement date of a capitated contract with the Division of

Health Benefits for the delivery of Medicaid and NC Health Choice

services as specified in S.L. 2015-245.

C. All other providers of Medicaid and State-funded services, including
local management entities/managed care organizations, by June 1,
2020."

[N =

=

SECTION 11A.5.(b) G.S. 90-414.4 reads as rewritten:
"8 90-414.4. Required participation in HIE Network for some providers.
@ Findings. — The General Assembly makes the following findings:

(1)

()

3)

That controlling escalating health care costs of the Medicaid program and
other State-funded health services is of significant importance to the State,
its taxpayers, its Medicaid recipients, and other recipients of State-funded
health services.

That the State needs timely access to certain demographic and clinical
information pertaining to services rendered to Medicaid and other
State-funded health care program beneficiaries and paid for with Medicaid
or other State-funded health care funds in order to assess performance,
improve health care outcomes, pinpoint medical expense trends, identify
beneficiary health risks, and evaluate how the State is spending money on
Medicaid and other State-funded health services.

That making demographic and clinical information available to the State by
secure electronic means as set forth in subsection (b) of this section will,
with respect to Medicaid and other State-funded health care programs,
improve care coordination within and across health systems, increase care
quality for such beneficiaries, enable more effective population health
management, reduce duplication of medical services, augment syndromic
surveillance, allow more accurate measurement of care services and
outcomes, increase strategic knowledge about the health of the population,
and facilitate health care cost containment.

(al) Mandatory Connectivity to HIE Network. — Notwithstanding the voluntary nature of

the HIE Network under G.S. 90-414.2, the following providers shall establish connectivity to

the HIE Network and commence submission of demographic and clinical data or encounter and

claims data, as appropriate under subsections (b) and (c) of this section, by the following dates:
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(1)  The following providers of Medicaid services that have an electronic health
record system, by June 1, 2019:
a. Hospitals as defined in G.S. 131E-176(13).
b. Physicians licensed to practice under Article 1 of Chapter 90 of the
General Statutes.
Physician assistants as defined in 21 NCAC 32S .0201.
d. Nurse practitioners as defined in 21 NCAC 36 .0801.
(2)  Prepaid Health Plans, as defined in S.L. 2015-245, by the commencement
date of a capitated contract with the Division of Health Benefits for the
delivery of Medicaid and NC Health Choice services as specified in S.L.
2015-245.
(3)  All other providers of Medicaid and State-funded services, including local
management entities/managed care organizations, by June 1, 2020.

(a2) Extensions of Time for Establishing Connectivity. — The Authority and the
Department may establish a process to grant limited extensions of the time for providers to
establish connectivity to the HIE Network and commence data submission as required under
this section upon the request of a provider that demonstrates an ongoing good-faith effort to
take necessary steps to establish such connectivity. The process for granting an extension of
time must include a presentation by the provider to the Authority and the Department of the
expected time line for establishing connectivity to the HIE Network and commencing data
submission as required by this section. Neither the Authority nor the Department shall grant an
extension of time (i) to any provider that fails to provide this information to the Authority and
the Department or (ii) that would result in the provider establishing connectivity to the HIE
Network and commencing data submission as required by this section later than June 1, 2021.

(b) Mandatory Submission of Demographic and Clinical Data. — Notwithstanding the
voluntary nature of the HIE Network under G.S. 90-414.2 and except as otherwise provided in
subsection (d) of this section, as a condition of receiving State funds, including Medicaid funds,
the following entities shall submit at least twice daily, through the HIE network, demographic
and clinical information pertaining to services rendered to Medicaid and other State-funded
health care program beneficiaries and paid for with Medicaid or other State-funded health care
funds, solely for the purposes set forth in subsection (a) of this section:

1) Each hospital, as defined in G-S—331E-76(3)-G.S. 131E-176(13), that has an
electronic health record system.
(2 Each Medicaid provider.
3) Each provider that receives State funds for the provision of health services.
4) Each local management entity/managed care organization, as defined in
G.S. 122C-3.
This subsection does not apply to the entities listed in subsection (c) of this section.

(©) Mandatory Submission of Encounter and Claims Data. — Notwithstanding the
voluntary nature of the HIE Network under G.S. 90-414.2 and except as otherwise provided in
subsection (d) of this section, beginning June 1, 2019, the following entities shall submit,
through the HIE network, encounter and claims data pertaining to services rendered to
Medicaid and other State-funded health care program beneficiaries and paid for with Medicaid
or other State-funded health care funds as a condition of receiving State funds:

(1)  Providers of respiratory, developmental, rehabilitative, or restorative
services, or a combination of these services.

(2)  Facilities that provide respite care.

3) Providers of speech, language, or hearing services, or a combination of these
services.

4 Providers of transportation services.

(5)  Suppliers of durable medical equipment.

Qe
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(d) Exemption for Certain Records. — Providers with patient records that are subject to
the disclosure restrictions of 42 C.F.R. § 2 are exempt from the requirements of subsections (b)
and (c) of this section but only with respect to the patient records subject to these disclosure
restrictions. Providers shall comply with the requirements of subsections (b) and (c) of this
section with respect to all other patient records.

(e) Method of Data Submissions. — The daHy-data submissions required under this
subsection-section shall be by connection to the HIE Network periodic asynchronous secure
structured file transfer or any other secure electronic means commonly used in the industry and
consistent with document exchange and data submission standards established by the Office of
the National Coordinator for Information Technology within the U.S. Department of Health
and Human Services."

SECTION 11A.5.(c) G.S. 90-414.10(e) is repealed.

SECTION 11A.5.(d) The Department of Health and Human Services shall include
as one of the terms and conditions of any contract it enters into on or after the effective date of
this section with a local management entity/managed care organization or Prepaid Health Plan
(PHP), as defined in S.L. 2015-245, a requirement that the local management entity/managed
care organization or PHP comply with the provisions of G.S. 90-414.4, as amended by this
section.

SECTION 11A.5.(e) Funds appropriated in this act to the Department of Health
and Human Services, Division of Central Management and Support, for the 2017-2018 fiscal
year for the Health Information Exchange Network shall be used as follows:

1) The sum of three million dollars ($3,000,000) in nonrecurring funds shall be

transferred by November 1, 2017, to the Department of Information
Technology, Government Data Analytics Center, and shall be used to
support all activities related to upgrading the data exchange technical
environment.

(2)  The sum of one million dollars ($1,000,000) in recurring funds shall be used
to provide ongoing maintenance and operations of the new data exchange
technical environment.

SECTION 11A.5.(f) The Joint Legislative Oversight Committee on Medicaid and

NC Health Choice and the Joint Legislative Oversight Committee on Information Technology
shall conduct a joint study of the feasibility of Medicaid providers, other than those specified in
subdivision (1) of subsection (al) of G.S. 90-414.4, as amended by this act, connecting with
and submitting demographic, clinical, encounter, and claims data through the HIE Network. As
part of this study, the Committees shall examine at least all of the following:

1) The availability of connection, exchange, and data submission standards
established by the Office of the National Coordinator for Information
Technology within the U.S. Department of Health and Human Services.

(2)  The adoption of national standards for the connection, exchange, and data
submission standards by provider type.

3) Cost estimates by provider type to connect and submit data to the HIE and
any availability of federal or State funds to meet connection or submission
requirements.

4 Data captured in the treatment of patients, segmented by provider type.

(5) Activity of other states and payor plans with respect to the establishment of
an HIE Network.

(6)  Alternatives to the connection and submission of demographic, clinical,
encounter, and claims data through the HIE Network.

By April 1, 2018, the Joint Legislative Oversight Committee on Medicaid and NC

Health Choice and the Joint Legislative Oversight Committee on Information Technology shall
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jointly submit a final report of their findings and recommendations to the 2018 Regular Session
of the 2017 General Assembly.

CONTROLLED SUBSTANCES REPORTING SYSTEM IMPROVEMENTS

SECTION 11A.6.(a) It is the intent of the General Assembly to improve the
security and functionality capabilities of the Controlled Substances Reporting System (CSRS)
in order to provide additional value to practitioners and dispensers within their current clinical
workflows. Toward that end, of the one million two hundred thousand dollars ($1,200,000) in
recurring funds appropriated in this act to the Department of Health and Human Services,
Division of Central Management and Support, for each fiscal year of the 2017-2019 fiscal
biennium for the CSRS, the Department shall allocate funds as follows:

(@) Four hundred sixty-four thousand dollars ($464,000) shall be used to create
four permanent, full-time equivalent positions within the Division of Central
Management and Support for the continued support, operation, and
maintenance of the CSRS.

(2 One hundred seventy-five thousand dollars ($175,000) shall be used to
create two permanent, full-time equivalent business analytics management
level positions within the Division of Mental Health, Developmental
Disabilities, and Substance Abuse Services.

3) Five hundred sixty-one thousand dollars ($561,000) shall be used to pay for
contractual hours to develop and implement software via existing
public-private partnerships with the Government Data and Analytics Center
(GDAC) for the performance of advanced analytics within the CSRS. These
hours shall be used to achieve the purposes specified in G.S. 90-113.71 and,
more specifically, to accomplish at least all of the following:

a. To enhance and automate reports authorized under G.S. 90-113.74.

b. To enhance the Department's ability to provide data to persons or
entities authorized to receive information under G.S. 90-113.74. In
improving the CSRS as specified in this subdivision, the Department
shall utilize subject matter expertise and technology available
through existing GDAC public-private partnerships. Upon
development and implementation of the advanced analytics software
for the CSRS, the Division of Central Management and Support shall
coordinate with the Division of Mental Health, Developmental
Disabilities, and Substance Abuse Services, the Division of Public
Health, and any other appropriate division within the Department of
Health and Human Services to ensure that advanced analytics are
developed and utilized in a manner that achieves the purposes
specified in G.S. 90-113.71.

C. To aggregate relevant data sources, including those available through
the GDAC.
d. To enhance the Department's ability to generate and deploy advanced

analytics in order to improve opioid prescribing practices, identify
unusual prescribing patterns, and detect behavior indicative of
misuse, addiction, or criminal activity.
SECTION 11A.6.(b) By December 1, 2017, the Department of Health and Human
Services shall execute any contractual agreements and interagency data sharing agreements
necessary to complete the improvements to the CSRS described in subdivisions (1) through (4)
of subsection (a) of this section.
SECTION 11A.6.(c) To the extent allowable under federal and State laws and
regulations, the Department of Information Technology shall coordinate with the Division of
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Central Management and Support and the Division of Mental Health, Developmental
Disabilities, and Substance Abuse Services to develop an interface between the CSRS and the
Health Information Exchange (HIE) Network and leverage the interfaces already developed
between the HIE Network and health care entities as a method of providing CSRS data, reports,
and analytic outputs to health care practitioners and dispensers.

SECTION 11A.6.(d) This section is effective when this act becomes law.

DATA ANALYTICS AND PERFORMANCE ENHANCEMENTS

SECTION 11A.7. Any enhancement of the State's data analytics capabilities
utilizing funds appropriated in this act to the Department of Health and Human Services,
Division of Central Management and Support, for each year of the 2017-2019 fiscal biennium
shall be subject to applicable State laws requiring that these analytics be developed and
implemented in collaboration with the Government Data Analytics Center.

COMMUNITY HEALTH GRANT PROGRAM CHANGES

SECTION 11A.8.(a) Of the funds appropriated in this act to the Department of
Health and Human Services, Division of Central Management and Support, Office of Rural
Health, for Community Health Grants, the sum of seven million five hundred thousand dollars
(%$7,500,000) in recurring funds for the 2017-2018 fiscal year and the sum of seven million five
hundred thousand dollars ($7,500,000) in recurring funds for the 2018-2019 fiscal year shall be
used as follows:

1) Two hundred thousand dollars ($200,000) in recurring funds for each fiscal
year of the 2017-2019 fiscal biennium shall be used to establish four
permanent, full-time equivalent positions within the Office of Rural Health
to support administration of the Community Health Grant Program.

(2 Seven million one hundred fifty thousand dollars ($7,150,000) in recurring
funds for each fiscal year of the 2017-2019 fiscal biennium shall be used to
award grants on a competitive basis to free and charitable clinics, federally
qualified health centers, State-designated rural health centers, local health
departments, school-based health centers, and other nonprofit organizations
that (i) provide primary and preventative medical services to uninsured or
medically indigent patients and (ii) serve as a medical home to these
vulnerable populations, in order to accomplish any of the following

purposes:

a. Increase access to primary care and preventative health services for
these vulnerable populations in existing primary care locations.

b. Establish primary care and preventative health services in counties
where no such services exist to serve these vulnerable populations.

C. Create new services, sustain existing service levels, or augment

existing services provided to these vulnerable populations, including
primary care and preventative health services and including dental,
pharmacy, and behavioral health services when integrated into the
medical home.

d. Increase primary care capacity to serve these vulnerable populations,
including enhancing or replacing facilities, equipment, or
technologies necessary to participate in the exchange of data and
tools to monitor and improve the quality of care provided.

SECTION 11A.8.(b) The Office of Rural Health shall work with the North
Carolina Community Health Center Association, the North Carolina Association of Local
Health Directors, the North Carolina Association of Free and Charitable Clinics, the North
Carolina School-Based Health Alliance, and other organizations representing eligible grant

Page 136 Senate Bill 257-Seventh Edition



O©CoOoO~NO O WDN PP

General Assembly Of North Carolina Session 2017

recipients to establish a Primary Care Advisory Committee to develop an objective and
equitable process for grading applications for grants funded by this section and making
recommendations to the Office of Rural Health for the award of grants funded by this section.

The Office of Rural Health shall make the final decision about awarding grants
funded by this section, but no single grant award shall exceed one hundred fifty thousand
dollars ($150,000) during the fiscal year. In awarding grants, the Office of Rural Health shall
consider the availability of other funds for the applicant; the incidence of poverty in the area
served by the applicant or the number of indigent clients served by the applicant; the
availability of, or arrangements for, after-hours care; and collaboration between the applicant
and a community hospital or other safety-net organizations.

SECTION 11A.8.(c) Grant recipients shall not use these funds to do any of the
following:

1) Enhance or increase compensation or other benefits of personnel,
administrators, directors, consultants, or any other persons receiving funds
for program administration; provided, however, funds may be used to hire or
retain health care providers. The use of grant funds for this purpose does not
obligate the Department of Health and Human Services to continue to fund
compensation beyond the grant period.

2 Supplant existing funds, including federal funds traditionally received by
federally qualified community health centers. However, grant funds may be
us