GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2013

SENATE BILL 402
RATIFIED BILL

AN ACT TO MAKE BASE BUDGET APPROPRIATION FOR CURRENT OPERADNS
OF STATE DEPARTMENTSINSTITUTIONS, AND AGENCIES, AND FOR OHER
PURPOSES.

The General Assembly of North Carolina enacts:
PART I. INTRODUCTION AND TITLE OF ACT

TITLE
SECTION 1.1. This actshall be known as the "Current Operations and Capital
Improvements Appropriations Act of 2013."

INTRODUCTION

SECTION 1.2. The appropriations made in this act are for maximum amounts
necessary to provide the services and accomplish the purposes ddsadtilecdudget. Savings
shall be effected where the total amounts appropriated are not required to perform these
services and accomplish these purposes and, except as allowed by the State Budget Act or this
act, the savings shall revert to the appropriatel fat the end of each fiscal year.

PART Il. CURRENT OPE RATIONS AND EXPANSIO N 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, ingiitg, and agencies, and for other purposes as
enumerated, are made for the fiscal biennium ending June 30, 2015, according to the following
schedule:

Current Operations i General Fund 20132014 20142015
EDUCATION
Community Colleges System Office 1,021,295,467 1,016,487,467

Department of Public Instruction

University of North Carolind Board of Governors

7,867,960,649

8,048,101,622

Appalachian State University 127,908,903 127,908,903
East Carolina University

Academic Affairs 220,012,450 220,615626

Health Affairs 64,841,247 64,841,247
Elizabeth City State University 35,363,212 35,385,057
Fayetteville State University 49,336,186 49,336,186
North Carolina Agricultural and Technical State

University 96,882,428 96,882,428
North Carolina Cemal University 84,084,488 84,084,488
North Carolina State University

Academic Affairs 389,976,973 390,045,059

Agricultural Extension 39,859,682 39,859,682

*S402 -v- 2%



Agricultural Research
University of North Carolina at Asheville
University of North Carolina at Chapel Hill
Academic Affairs
Health Affairs
Area Health Education Centers
University of North Carolina at Charlotte
University of North Carolina at Greensboro
University of North Carolina at Pembroke
University of North Carolina School of the Arts
University of North Carolina at Wilmington
Western Carolina University
WinstonSalem State University
General Administration
University Institutional Programs
Related Educational Bgrams
North Carolina School of Science and Mathematics
Aid to Private Colleges

Total University of North Carolina Board of Governors
HEALTH AND HUMAN SERV ICES

Department of Health and Human Services
Central Management and Support
Division of Aging and Adult Services
Division of Blind Services/Deaf/Hard of Hearing
Division of Child Developrant and Early Education
Health Service Regulation
Division of Medical Assistance
Division of Mental Health
NC Health Choice
Division of Public Health
Division of Social Services
Division of Vocation Rehabilitation

Total Health and Human Services
NATURAL AND ECONOMIC RESOURCES
Departnent of Agriculture and Consumer Services
Department of Commerce

Commerce

Commerce StatAid
Wildlife Resources Commission
Department of Environment and NatuR#sources
Department of Labor
JUSTICE AND PUBLIC SAFETY
Department of Public Safety

Judicial Department

Judicial Departmerit Indigent Defense
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54,911,053
37,465299

274,632,544
187,260,403
42,418,348
192,697,970
153,838,192
54,175,566
31,547,460
96,484,692
83,140,199
68,957,656
34,752,475
(32,137,074)
82,160,148
19,126,182
93,351,588

2,583,048,270

73,786,129
54,142,341
8,178,618
254,314,609
16,396,057
3,461,950,119
699,535,602
67,949,160
144,154,087
174,608,432
38,773,169

4,993,788,323

115,085,702
51,228,804
21,723,226
12,476,588

154,037,311
16,696,339

1,716,893,395
456,926,252
115,129,43

54,911,053
37,465,299

274,515,010
190,741,444
42,418,348
192,683,456
153,783,960
54,175,566
29,146,203
96,484,692
83.161,081
68,980,084
34,752,475
(52,671,909)
117,918,501
19,126,182
93,351,588

2,599,901,709

76,301,328
54,342,341
8,178,618
254,314,609
16,411,479
3,608,119,091
704,985,988
57,747,933
141,941,587
176,558,432
38,773,169

5,137,674,575

115,409,902
56,733,282
15,624,767
14,476,588

157,767,236
16,696,339

1,690,014,006
456,426,252

111,357,264
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Department of Justice 79,726,123
GENERAL GOVERNMENT
Department of Administration 67,567,025
Office of Administrative Hearings 5,241,643
Department of State Auditor 11,217,468
Office of State Cnotroller 28,710,691
Department of Cultural Resources

Cultural Resources 63,670,145

Roanoke Island Commission 450,000
State Board of Elections 5,302,373
General Assembly 52,087,986
Office of the Govemor

Office of the Governor 5,170,050

Office of State Budget and Management 7,451,706

OSBMi Reserve for Special Appropriations 4,912,000
Housing Finance Agency 8,411,632
Department of Insurance

Insurance 37,994004

Insurancé Volunteer Safety Workers' Compensatfumd 0
Office of Lieutenant Governor 681,089
Department of Revenue 80,998,918
Department of Secretary of State 11,575,183
Department of State Treasurer

State Treasurer 8,137,890

State Treasurdr Retirement for Fire and Rescue Squad

Workers 23,179,042
RESERVES, ADJUSTMENTS AND DEBT SERVICE
Salary Adjustment Reserve 7,500,000
State Health Plan Contribution 33,500,000
State Retirement System Contributions 36,000,000
Reserve for Future Benefit Needs 0
Judicial Retirement System Contributions 1,000,000
Severance Reserve 16,000,000
Statewide Compensation Study 1,000,000
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67,047,033
5,027,130
11,217,468
28,710,691
63,008,100
450,000
5,693,244
51,634,767
5,172,132
7,534,217
1,520,000
8,411,632
38,003,624
0

675,089
80,896,458
11,575,183

7,026,305
23,179,042

7,500,000
89,000,000
36,000,000
56,400,000

1,000,000

0
0
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Firemen's and Rescue Squad Workers' Pension Fund (820,000)
Information Technology Fund 9,053,142
Information Technology Reserve Fund 28,000,000
NC Government Efficiency and Reform Project 2,000,000
One North Ceolina Fund 9,000,000
Unemployment Insurance (Ul) Reserve 23,800,000

Reserve for Escheat Fund Global TransPark Debt Repayr@&00,000

Reserve for Voter ID 1,000,000
Reserve for Pending Legislation 4,000,000
Reserve for Eugenics Program 10,000,000
Contingency and Emergency Fund 5,000,000
Job Development Investment Grants (JDIG) 51,823,772
Debt Service

General Debt Service 707,580,634

Federal Reimbursement 1,616,380

TOTAL CURRENT OPERATIONS 1

GENERAL FUND 20,602,828,645

GENERAL FUND AVAILABILITY STATEMENT

(820,000)
10,470,657
31,582,485

2,000,000

9,000,000
13,600,000

0
1,000,000
4,500,000

0

5,000,000
63,045,357

723,721,279
1,616,380

20,990,378,208

SECTION 2.2.(a) The General Fund availability used in developing the 22115

biennial budget is shown below.
FY 20132014

FY 20142015

Unappropriated Balance Remaining from Previous Y&ar 213,432,877 $ 250,510,043
0

Projected Overcollections FY 202013

Overcollections Due to Disputed MSA Payments

Projected Reversions FY 202213

Net Supplerantal Medicaid Appropriations (S.L. 2058,
as amended by Section 13 of S.L. 2483)

Less Earmarkings of Year End Fund Balance

Savings Reserve

Repairs and Renovations

Beginning Unreserved Fund Balance

458,483,783
71,516,217
225,000,000

(308,100,000)
(232,537,942)
(150,000,000)
277,794,935
Revenues Based on Existing Tax Structure 19,628,100,000

Nontax Revenues

Investment Income 13,700,000
Judicial Fees 250,200,000
Disproportionate Share 110,000,000
Insurance 72,500,000
Other Nontax Revenues 173,000,000
Highway Trust Fund/Use Tax Reimbursement Transfer 0
Highway Fund Transfer 218,100,000
Subtotal Norrtax Revenues 837,500,000

Total General Fund Availability
Paged

0
0

0

0
(37,122,346)
(12,751,137)
200,636,560

20,549,000,000

14,100,000
251,400,000
109,0®,000

73,400,000
175,000,000

0
215,900,000
838,800,000

$20,743,394,935 $ 21,588,436,560
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Adjustments to Availability: 2013 Session

Reserve for Tax Simplification and Reduction Act (HB 99836,600,000) (437,800,000)
Repeal Certain Real Estate Conveyance Tax Earmarks 37,400,000 37,400,000
RepealCertain Scrap Tire Disposal Tax Earmarks 3,475,291 3,475,291
Repeal Certain White Goods Management Tax Earmarks 1,217,796 1,217,796
Direct Portion of Solid Waste Disposal Tax to General Fund®,300,000 2,300,000
Adjust Gross Premiums Tax for Volunteer Safétorkers

Worker's Compensation Fund (3,000,000) (3,000,000)
Reserve for Repeal of Education Expenses Credit (HB 269) 0 1,500,000
Extend Aviation Fuel Tax Refunds (3,186,000) 0
Tobacco Master Settlement Agreement (MSA) 137,500,000 137,500,000
MSA DisputedPayments Erroneously Paid to

Golden LEAF (S.L. 2011145) 24,639,357 0
Repeal North Carolina Public Campaign Fund 3,500,000 0
Transfer from NC Flex FICA Fund Balance 6,000,000 0
Transfer from ECommerce Reserve Fund Balance 5,111,585 6,000,000
Transfer fom Misdemeanant Confinement Fund 1,000,000 1,000,000
Transfer from Separate Insurance Benefits Plan for

Reimbursement of Premiums Paid for State Law

Enforcement Officers 16,510,611 16,510,611
Increase Lobbyist Fees 400,000 400,000
Extend Local Governmeiitold Harmless (7,850,000) 0
Certificate of Need for Certain Replacement Equipment (150,513) (150,513)
Adjust Transfer from Insurance Regulatory Fund (560,589) (560,589)
Adjust Transfer from Treasurer's Office 175,215 175,215
Subtotal Adjustments to Availability: 2013 Session 137,882,753 (234,032,189)

Revised General Fund Availability 20,881,277,688 21,354,404,371

Less General Fund Appropriations (20,630,767,645) (20,998,801,208)
Unappropriated Balance Remaining $ 250,510,043% 355,603,163

SECTION 2.2.(b) In addition to funds transferred pursuant to G#-164.44D,
the sum of two hundred eighteen million one hundred thousand dollars ($218,100,000) for the
20132014 fiscal year and the sum of two hundred fifteen million nine hundredathdus
dollars ($215,900,000) for the 202015 fiscal year shall be transferred from the Highway
Fund to the General Fund.

SECTION 2.2.(c) Notwithstanding the provisions of G.%43G4-3, the State
Controller shall transfer a total of one hundred fifty miil dollars ($150,000,000) from the
unreserved fund balance to the Repairs and Renovations Reserve on June 30, 2013, and a total
of twelve million seven hundred fiftgne thousand one hundred thisgven dollars
($12,751,137) to the Repairs and Renovatidteserve on June 30, 2014. This subsection
becomes effective June 30, 2013. Funds transferred under this section to the Repairs and
Renovations Reserve are appropriated for the -2003 and 20142015 fiscal years and shall
be used in accordance with G133G4-3.

SECTION 2.2.(d) Notwithstanding G.S143G4-2, the State Controller shall
transfer a total of two hundred thirtwo million five hundred thirtyseven thousand nine
hundred fortytwo dollars ($232,537,942) from the unreserved fund balanceet@#vings
Reserve Account on June 30, 2013, and the sum of -#egn million one hundred
twentytwo thousand three hundred forix dollars ($37,122,346) from the unreserved fund
balance to the Savings Reserve Account on June 30, 2014. Neither ofrémsfers is 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, 2013.

SECTION 2.2.(e) Notwithstanding any other provision of law to the comtra
effective July 1, 2013, the following amounts shall be transferred to the State Controller to be
deposited in the appropriate budget code as determined by the State Controller. These funds
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shall be used to support the General Fund appropriations asiespen this act for the
20132014 fiscal year and the 202015 fiscal year.

Budget Fund FY 20132014 FY 20142015
Code Code Description Amount Amount
24100 2514 E-Commerce Fund $ 5,111,585 $ 6,000,000
24500 2225 Misdemeanant Confinement Fund 1,000000 1,000,000
24160 2000 NC FICA Account 6,000,000 0
68025 6101 NC Public Campaign Finance Fund 3,500,000 0

73429 7429 Separate Insurance Benefits Plan  $ 16,510,611 $ 16,510,611
PART lll. CURRENT OP ERATIONS/HIGHWAY FUN D

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, 2015, according to wife schedule:

Current Operations i Highway Fund 20132014 20142015
Department of Transportation
Administration $ 91,066,219 $ 94,975,916
Division of Highways
Administration 35,139,990 35,139,990
Construction 61,669,922 46,859,878
Maintenance 1,120,543,988 1,022,097,721
Planning and Research 4,055,402 4,055,402
OSHA Program 365,337 365,337
Ferry Operations 40,935,538 39,785,538
State Aid to Municipalities 142,102,740 136,874,010
Intermodal Divisions
Public Transportation 85,244,235 85,244,253
Aviation 28,744,510 22,244,510
Ralil 40,142,294 24,692,294
Bicycle and Pedestrian 751,066 751,066
Governor's Highway Safety 284,932 284,932
Division of Motor Vehicles 118,994,643 119,532,589
Other State Agencies, Reserves, Transfers 260,693,983 263469,382
Capital Improvements 18,055,500 19,937,700

Total Highway Fund Appropriations $2,048,790,299 $1,916,310,500

HIGHWAY FUND/AVAILABILITY STATEMENT
SECTION 3.2. The Highway Fund availability used in developing the 20035
fiscal biennial budges shown below:

Highway Fund Availability Statement 20132014 20142015
Unreserved Fund Balance $ 72,214,149 $ 0
Estimated Revenue 1,937,200,000 1,892,400,000
Adjustment to Revenue Availability:

Adjustment to Emission Inspection Fees 23,600,000 21,600,00
Adjustment to Technology Improvement Account Fees 634,000 634,000

Motor Fuel Tax
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(Shallow Draft Navigation Channel Dredging Fund)  (2,280,350) (2,193,500)
0

Motor Fuel Tax (37.5 ceaper gallon cap) (1,837,500)

Electric Vehicle Registration Fee 60,000 120,000

North Carolina Railroad Company Dividend Payments 19,200,000 3,750,000
Total Highway Fund Availability $2,048,790,299 $1,916,310,500
Unappropriated Balance 0 0

PART IV. HIGHWAY TRU ST 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, 2015, according to the following
schedule:

Current Operations i Highway Trust Fund 20132014 20142015
Program Administration $ 45,590,880 $ 45,590,880
Aid to Municipalities 0 0
Intrastate 0 0
Secondary Roads 0 0
Urban Loops 0 0
Mobility Fund 0 0
Turnpike Authority 49,000,000 49,000,000
Transfer o General Fund 0 0
Transfer to Highway Fund 400,000 400,000
Debt Service 79,170,090 60,307,448
Strategic Prioritization Funding Plan

for Transportation Investments 930,926,530 950,101,672
Total Highway Trust Fund Appropriations $1,105,087,500 $ 1,105,40(000

HIGHWAY TRUST FUND AVAILABILITY STATEMENT
SECTION 4.2. The Highway Trust Fund availability used in developing the
20132015 fiscal biennial budget is shown below:

Highway Trust Fund Availability 20132014 20142015
Unreserved Fund Balance $ 0 $ 0
Estimated Revenue 1,105,700,000 1,105,400,000
Adjustment to Revenue Availability

Motor Fuel Tax (37.5 cesaper gallon cap) (612,500) 0
Total Highway Trust Fund Availability $ 1,105,087,500 $ 1,105,400,000
Unappropriated Balance $ 0 $ 0

PART V. OTHER APPROPRIATIONS

APPROPRIATION OF OTHER FUNDS
SECTION 5.1.(a) Expenditures of cash balances, federal funds, departmental
receipts, grants, and gifts from the General Fund, Special Revenue Fund, Enterprise Fund,
Internal Service Fund, and Trust and Agency Farel appropriated and authorized for the
20132015 fiscal biennium as follows:
(1)  For all budget codes listed in "The State of North Carolina Recommended
Continuation Budget and Fund Purpose Statements,-2013"' and in the
Budget Support Document, calsalances and receipts are appropriated up to
the amounts specified, as adjusted by the General Assembly, for the
20132014 fiscal year and the 202015 fiscal year. Funds may be
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expended only for the programs, purposes, objects, and line items or as
othewise 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 requires tbe 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 20132014 fiscal year and the 20P015 fiscal year and shall be
used only to pay d¢ 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 reqgments of the trust agreement for the
20132014 fiscal year and the 202015 fiscal year.

SECTION 5.1.(b) Receipts collected in a fiscal year in excess of the amounts
authorized by this section shall remain unexpended and unencumbered until appropriated
the General Assembly in a subsequent fiscal year, 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 up to the amounéssaeg 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 equaleaithount of the distributions required by
law to be made from that reserve for that fiscal year.

SECTION 5.1.(d) The Office of State Budget and Management, the Office of the
State Controller, the Department of Revenue, and the Fiscal Research Dividignistiya
study the Reserve for Reimbursements to Local Governments and Shared Tax Revenues
(Budget Code 24705) within the Department of Revenue and shall determine the best manner
in which to budget the funds deposited into and expended from this fureh ¥énducting this
study, the Office of State Budget and Management, the Office of the State Controller, the
Department of Revenue, and the Fiscal Research Division shall jointly determine if any
statutory or other changes are needed in order to ensuithéise funds are properly accounted
for and budgeted in a manner consistent with the North Carolina Constitution. No later than
May 1, 2014, the Office of State Budget and Management, the Office of the State Controller,
the Department of Revenue, and fiiscal Research Division shall report the results of this
study, including their findings, recommendations, and any legislative proposals, to the Chairs
of the Senate Appropriations/Base Budget Committee and of the House Appropriations
Committee.

SECTION 5.1.(e) Subdivisions (2) through (4) of subsection (d) of Section 5.1 of
S.L. 2011145, as enacted by Section 5.1 of S.L. 2042, are repealed. This subsection
becomes effective on June 30, 2013.

OTHER RECEIPTS FROM PENDING GRANT AWARDS

SECTION 5.2.(a) Notwithstanding G.S143G6-4, 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 ddérs ($2,500,000), do not require State matching funds, and will not be used for a
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 spealtiother 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 andaviagement 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 emphbon a timdimited basis. Funds received from such
grants are hereby appropriated and shall be incorporated into the authorized budget of the
recipient State agency.
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SECTION 5.2.(c) Notwithstanding the provisions of this section, no State agency
may acept 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 thdgrest

CIVIL PENALTY AND FORFEITURE FUND
SECTION 5.3.(a) Appropriations are made from the Civil Penalty and Forfeiture
Fund for the fiscal biennium ending June 30, 2015, as follows:

FY 20132014 FY 20142015
School Technology Fund $ 18,000,000 $ 18,00,000
State Public School Fund $163,392,921 $120,362,790
Total Appropriation $181,392,921 $138,362,790

SECTION 5.3.(b) Excess receipts realized in the Civil Penalty and Forfeiture Fund
in the 20122013 fiscal year are hereby appropriated to the StatecPathool Fund for the
20132014 fiscal year.

SECTION 5.3.(c) Excess receipts realized in the Civil Penalty and Forfeiture Fund
in the 20132014 fiscal year shall be allocated to the School Technology Fund for the
20142015 fiscal year.

INDIAN GAMING ED UCATION REVENUE FUND

SECTION 5.4.(a) There is appropriated from the Indian Gaming Education
Revenue Fund to the Department of Public Instruction, School Technology Fund, the sum of
three million dollars ($3,000,000) for the 202814 fiscal year and theum of three million
five hundred thousand dollars ($3,500,000) for the 220 fiscal year.

SECTION 5.4.(b) G.S.143G9-7 does not apply to the use of these funds for the
20132015 fiscal biennium.

PART VI. GENERAL PRO VISIONS

CONTINGENCY AND EMERGENCY FUND LIMITATION

SECTION 6.1. For the 2012015 fiscal biennium and notwithstanding the
provisions of G.S143G4-4(b), funds appropriated to the Contingency and Emergency Fund
may be used only for expenditures required (i) by a court or Industrial Ceramarder or (ii)
to respond to events as authorized under BT6A-19.40(a) of the North Carolina Emergency
Management Act. These funds shall not be used for other statutorily authorized purposes or for
any other contingencies and emergencies.

ESTABLISHING OR INCREASING FEES UNDER THIS ACT

SECTION 6.2.(a) Notwithstanding G.S12-3.1, 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 authorizeghticipated in this act.

SECTION 6.2.(b) Notwithstanding G.S150B-21.1A(a), an agency may adopt an
emergency rule in accordance with GLSOB-21.1A to establish or increase a fee as authorized
by this act if the adoption of a rule would otherwise beaiireg under Article 2A of Chapter
150B of the General Statutes.

GLOBAL TRANSPARK LOAN REPAYMENT

SECTION 6.3.(a) The Office of State Budget and Management shall transfer funds
from the Reserve for Global TransPark Loan Repayment to the Escheat Fund as
paymentin-full for the outstanding loan from the Escheat Fund to the Global TransPark
Authority originally authorized under G.63A-4(a)(22) and G.S147-69.2(b)(11).

SECTION 6.3.(b) G.S.63A-4(a)(22) is repealed.

SECTION 6.3.(c) G.S.147-69.2(b)(11) isepealed.

MSA PAYMENTS

SECTION 6.4.(a) Sections 2(a) and 2(b) of S.L. 199%re repealed.

SECTION 6.4.(b) Section 6 of S.L. 1992, as amended by Section 6.11(d) of
Session Law 201145 and Section 7(b) of Session Law 2@®P1L, reads as rewritten:
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"SECTION 6.(a) Exceptasprovided-in-subsection{b)-ofthis-section,-itis-the-intent of the
General-Assembly—that-th€he funds under the Master Settlement Agreement, which is
incorporated into the ConseBecree,—be-allocated-asfollolecree shall becredted to the
Settlement Reserveund.

(b)  Any monies paid into the North CarolinaaBt Specific Account from the Disputed
Payments Account on account of the Neerticipating Manufacturers that would have been
transferred to The Golden L.E.AF. (Lorf@rm Economlc Advancement Foundatlolrm)‘rer

deposrted in the Settlement Res

SECTION 6.4.(c) The Attorney General shaII take aII necessary actrons to notify
the court in the actioentitled State of North Carolina v. Philip Morris Incorporated, et @8
CVS 14377, in the General Court of Justice, Superior Court Division, Wake County, North
Carolina, and the administrators of the State Specific Account established under the Master
Settlement Agreement of this action by the General Assembly regarding redirection of
payments set forth in subsections (a) and (b) of this section.

SECTION 6.4.(d) G S 11629 1(b) reads as rewntten

&  Fhe the funds remitted to the University Cancer Research Fund by the
Secretary of Revenue from the tax on tobacco products other than cigarettes
pursuant to G.SL05113.40Aisareappropriated for this purpose.

Pagel0 S402 [Ratified]



and—{2)ofthis—subsection-is—appropriatedfrom—the-GeneralFand-for this

putpose. _
SECTION 6.4.(e) G.S.143G9-3 reads as rewritten:
"8§ 143G9-3. Settlement Reserve Fund.
(a) The "Settlement Reserve Fund" |s estabhlsaea—restneteel—reserwe the General
om the

receive proceeds frommbacco Irtrqatron dtement aqreements or frnal orders or |udqments of
a court in litigation between tobacco companies and the skateds credited to the Settlement
Reserve Funéach fiscal yeashall be included in General Fuadailability as nontax revenue
for the nexfiiscal year.

(b), (c) Repealed by Session Laws 2aM5, s. 6.11(i), effective July 1, 2011.

(d) Unless prohibited by federal law, federal funds provided to the State by block grant
or otherwise as part of federal legislation implementing a settlemened&etUnited States
tobacco companies and the states shall be credited to the Settlement Reserve Fund. Unless
otherwise encumbered or distributed under a settlement agreement or final order or judgment of
the court, funds paid to the State or a State agpocguant to a tobacco litigation settlement
agreement, or a final order or judgment of a court in litigation between tobacco companies and
the states, shall be credited to the Settlement Reserve Fund."

GOVERNMENT EFFICIENCY AND REFORM

SECTION 6.5.(a) The Office of State Budget and Management shall contract for a
Government Efficiency and Reform review and analysis of the executive branch of State
government, which shall be known as NC GEAR. The purpose of the review and analysis is to
evaluate the effieincy and effectiveness of State government and to identify specific strategies
for making State government more efficient and effective. The review and analysis may
examine entire departments, agencies, institutions, or similar programs in different
depariments. The review and analysis shall include an examination of the efficiency and
effectiveness of major management policies, practices, and functions pertaining to the
following areas:

(1)  The statutory authority, funding sources, and functions of egcarieent,

agency, institution, or program.

(2)  The organizational structure and staffing patterns in place to perform these
functions and whether they are appropriate based on comparative data and
other reasonable staffing criteria.

(3) The measurement ofeach reviewed program's outcomes, overall
performance, and success in accomplishing its mandated or stated mission
and subsequent goals, considering the resources provided to the program.

(4) State and local responsibilities for providing government sesviand
funding for those services, and whether these responsibilities should be
reallocated.

(5) Personnel systems operations and management.

(6)  State purchasing operations and management.

(7) Information technology and telecommunications systems policy,
organization, and management.

(8) The identification of opportunities to reduce fragmentation, duplication, and
related or overlapping services or activities through restructuring of
departmental organizations and streamlining programs.

SECTION 6.5.(b) All executive branch departments, agencies, boards,
commissions, authorities, and institutions in the executive branch of State government,
including receiptsupported agencies, and all rState entities receiving State funds shall be
subject to review andnalysis. The chief administrative officer of each entity shall ensure full
cooperation with the Office of State Budget and Management and provide timely responses to
the Office of State Budget and Management's request for information under the pravisions
G.S.143G2-1(b).

SECTION 6.5.(c) The Office of State Budget and Management will work
collaboratively with the Office of State Auditor to develop the review, analysis, and findings
needed to produce a final report and recommendations to the Govetr@eaaral Assembly.
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SECTION 6.5.(d) The contracting provisions of Chapter 143 of the General
Statutes and related State purchasing and budget regulations do not apply to NC GEAR,;
however, the Office of State Budget and Management shall report all extemtedcts for
consultants or professional services within 30 days of their execution to the Joint Legislative
Commission on Governmental Operations, the Fiscal Research Division, the President Pro
Tempore of the Senate, and the Speaker of the House mdRapatives.

SECTION 6.5.(e) The Office of State Budget and Management shall submit an
interim report of the NC GEAR's analysis, findings, and recommendations to the Governor, the
President Pro Tempore of the Senate, the Speaker of the House of Rapveserthe Fiscal
Research Division, and the Program Evaluation Division by February 15, 2014, and a final
report by February 15, 2015.

SECTION 6.5.(f) Funds appropriated for NC GEAR shall be used to contract with
consultants and other experts and to paytravel, postage, printing, planning, and other
related costs as needed to accomplish the objectives specified for the project. Funds
appropriated for the 2013015 fiscal biennium for NC GEAR shall not revert at the end of
each fiscal year but sha#main available for expenditure for the project.

EXPENDITURES OF FUNDS IN RESERVES LIMITED
SECTION 6.6. All funds appropriated by this act into reserves may be expended
only for the purposes for which the reserves were established.

BUDGET CODE CONSOLIDATIONS

SECTION 6.7. Notwithstanding G.S143G6-4, the Office of State Budget and
Management may, after reporting to the Fiscal Research Division, adjust the authorized budget
by making transfers among purposes or programs for the purpose of consobdalgeg and
fund codes or eliminating inactive budget and fund codes. The Office of State Budget and
Management shall change the authorized budget to reflect these adjustments.

NORTH CAROLINA STATE LOTTERY COMMISSION CONTRACTS
SECTION 6.8. G.S.18CG-151(a)reads as rewritten:

"(@) Except as otherwise specifically provided in this subsection for contracts for the
purchase of services, apparatus, supplies, materials, or equipment, Article 8 of Chapter 143 of
the General Statutes, including the provisionstiregato minority participation goals, shall
apply to contracts entered into by the Commission. If this subsection and Article 8 of Chapter
143 are in conflict, the provisions of this subsection shall control. In recognition of the
particularly sensitive rtare of the Lottery and the competence, quality of product, experience,
and timeliness, fairness, and integrity in the operation and administration of the Lottery and
maximization of the objective of raising revenues, a contract for the purchase of service
apparatus, supplies, materials, or equipment requiring an estimated aggregate expenditure of

} . e hundred thousand dollars ($300,060)more may be
awarded by the Commission only after the following have occurred:
e. "

PROVISION OF ANONYMOUS TAX RETURN DATA TO STATE BUDGET

DIRECTOR

SECTION 6.9. G.S.105259(b) is amended by adding the following new
subdivision to read:

"(b) Disclosure Prohibited. An officer, an employee, or an agent of the State who has
access to taxnformation in the course of service to or employment by the State may not
disclose the information to any other person except as provided in this subsection. Standards
used or to be used for the selection of returns for examination and data used ose¢d ber
determining the standards may not be disclosed for any purpose. All other tax information may
be disclosed only if the disclosure is made for one of the following purposes:

é

(44) To furnish the State Budg€&tirector or the Directds designee aampleof
tax returns or other tax information from which taxpayerames and
identification numbers have been removed thatugable in character,
composition, and size for statistical analybgsthe Office of State Budget
and Managemerit.
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EXEMPTIONS FROM MANAGEMENT FLEXIBILITY REDUCTIONS

SECTION 6.10. Notwithstanding G.S143G6-4, expansion funds appropriated for
the 20132015 fiscal biennium to State agencies as defined by133:1-1(d)(24) shall not
be used to offset management flexibility@tments in this act.

REVISE PUBLIC SCHOOL BUILDING CAPITAL FUN D/ APPROPRIATE
EDUCATION LOTTERY FU NDS
SECTION 6.11.(a) G.S.115G546.1(a) reads as rewritten:
"(@) There is created the Public School Building Capital Fund. The Fund shall be used to
assistcounty governments in meeting their public school building capit#ids—and—their

SECTION 6.11.(b) G.S.115G546.2 reads as rewritten:
"8 115G546.2. Allocations from the Fund; uses; expalitures; reversion to General
Fund; matching requirements.

(b) Counties shall use monies—the—Fundpreviously credited to the Fund by the
Secretary of Revenue pursuantGdS.115G546.1(b)for capital outlay projects including the
planning, constrection, reconstruction, enlargement, improvement, repair, or renovation of
public school bundlngs and for the purchase of land for public school buildings; for equipment
to implement a local school technologlan-thatis—apprevedpursuant@S-115G1026C;
plan;or for both. Monies used to implement a local school technology plan shall be transferred
to the State School Technology Fund and allocated by that Fund to the local school
administrative unit for equipment.

As used in this section, "public sakobuildings” only includes facilities for individual
schools that are used for instructional and related purposes and does not include centralized
administration, maintenance, or other facilities.

In the event a county finds that it does not need allaor @f the funds allocated to it for
capital outlay projects including the planning, construction, reconstruction, enlargement,
improvement, repair, or renovation of public school buildings, for the purchase of land for
public school buildings, or for equinent to implement a local school technology plan, the
unneeded funds allocated to that county may be used to retire any indebtedness incurred by the
county for public school facilities.

In the event a county finds that its public school building needstamsghool technology
needs can be met in a more timely fashion through the allocation of financial resources
previously allocated for purposes other than school building needs or school technology needs
and not restricted for use in meeting public schmolding needs or school technology needs,
the county commissioners may, with the concurrence of the affected local Board of Education,
use those financial resources to meet school building needs and school technology needs and
may allocate the funds ieceives under this Article for purposes other than school building
needs or school technology needs to the extent that financial resources were redirected from
such purposes. The concurrence described herein shall be secured in advance of the allocation
of the previously unrestricted financial resources and shall be on a form prescribed by the Local
Government Commission.

(c) Monies previously credited to the Fund by the Secretary of Revenue pursuant to
G.S.115G546.1(b)for capital projects shall be matxh on the basis of one dollar of local
funds for every three dollars of State funelianiesSuch moniesn the Fund transferred to the
State Technology Fund do not require a local match.

Revenue received from local sales and use taxes that is restricfaabfic school capital
outlay purposes pursuant to G185502 or G.S105487 may be used to meet the local
matching requirement. Funds expended by a county after July 1, 1986, for land acquisition,
engineering fees, architectural fees, or other diyeeilated costs for a public school building
capital project that was not completed prior to July 1, 1987, may be used to meet the local
match requirement.

(d) If funds are appropriated from the Education Lottery Fund to the Public School
Building CapitalFund, such funds shall be allocated for school capital construction prafects
a per average daily membership basis according to the average daily membership for the budget
year as determined and certified by the State Board of EdudAtiprestransterre-into-the
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3) No county shall have to prowde matchlng funds reqwred under subsection
(c) of this section.

(4) A county may use monies in this Fund to pay for school construction
projeds in local school administrative units and to retire indebtedness
incurred for school construction projects.

(5) A county may not use monies in this Fund to pay for school technology
needs.

(e) The State Board of Education may use up to one million fivedired thousand
dollars ($1,500,000¢ach yeaof monesin the Fundo support positions in the Department of
Public Instructiofs Support Services Divisidn.

SECTION 6.11.(c) G.S.18C-164 reads as rewritten:

"8 18CG164. Transfer of net revenues.

(@) The funds remaining in the North Carolina State Lottery Fund after receipt of all
revenues to the Lottery Fund and after accrual of all obligations of the Commission for prizes
and expenses shall be considered to be the net revenues of the North Cardinat&iey
Fund. The net revenues of the North Carolina State Lottery Fund shall be transferred four times
a year to the Education Lottery Fund, which shall be created in the State treasury.

(b) From the Education Lottery Fund, ti&ommissionOffice of Stde Budget and
Managemenshall transfer a sum equal to five percent (5%) of the net revenue of the prior 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 tmutattery Reserve Fund, and that
fund shall be capped at fifty million dollars ($50,000,000). Monies in the Education Lottery
Reserve Fund may be appropriated only as provided in subsection (e) of this section.

(c) Fhe—Commission—shalldistribut&he Geaeral Assembly shall approgre the
remaining net revenue of the Education Lotteepd;-as-fellows,-in-the-felewing-manneund
annuallyin the Current Operations Appropriations Afdr educatiorrelated purposedased
upon estimates of lottery net eywe to the Education Lottery Fund provided by the Office of
State Budget and Management and the Fiscal Research Division bédistative Services
Commission

&
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(e) If the actual net revenues are less than the approprlatloratoglﬂen year, then the
Governor may transfer from the Education Lottery Reserve Fund an amount sufficient to equal

the approprlatlon by the General Assembiythe—menms—a«%#&bie—m—the—l%dueaﬂen—l:e&tery

) 1 the-actualActual net revenuesxceedin excess othe amounts appropriated in
thatfiscalyear—theexecessnetrevenurdiscal year shall remain in the Education Lottery

spentin-accordance-with-this-sect
SECTION 6.11.(d) G.S.115G499.3(b) reads as rewritten:
"(b)  Subject to the maximum amounts provided in this section, the Authority shall have
the power to determine the actual scholarshlp amounts dlsbursed to students |n any given year

based on the amount pé 1
appropriated from the Educatlon Lottery Futfdthe net mcome avallable is not suff|C|ent to
fully fund the scholarships to the maximum amount, all scholarships shall be reduced equally,
to the extent practicable, so that every eligible liappt shall receive a proportionate
scholarship amount.”

SECTION 6.11.(e) The appropriations made from the Education Lottery Fund for
the 20132015 fiscal biennium are as follows:

FY 20132014 FY 20142015

Classroom Teachers $ 220,643,188 $ 220,643,188
Prekindergarten Program 75,535,709 75,535,709
Public School Building Capital Fund 100,000,000 100,000,000
Scholarships for Needy Students 30,450,000 30,450,000
UNC NeedBased Financial Aid 10,744,733 10,744,733
UNC NeedBased Financial Aid Forward FundifRgserve 32,530,359 19,130,728
Digital Learning 11,928,735 11,928,735
TOTAL APPROPRIATION $ 481,832,724 $ 468,433,093

SECTION 6.11.(f) Notwithstanding G.S18C164, the Office of State Budget and
Management shall not transfer funds to the Education tyoReserve Fund for the 202914
fiscal year.

SECTION 6.11.(g) Funds appropriated for Digital Learning pursuant to subsection
(e) of this section shall be used to support grants to local education agencies (LEAS) for (i)
delivering educator professiondévelopment focused on using digital and other instructional
technologies to provide highuality, integrated digital teaching and learning to all students and
(if) acquiring quality digital content to enhance instruction.

Up to one million dollars ($1,00000) may be used by the Department of Public
Instruction to (i) develop a plan to transition from funding for textbooks, both traditional and
digital, to funding for digital materials, including textbooks and instructional resources and (ii)
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provide eductonal resources that remain current, are aligned with curriculum, and are
effective for all learners by 2017. The plan shall also include an inventory of the infrastructure
needed to support robust digital learning in public schools.

SECTION 6.11.(h) Subsection (c) of this section becomes effective June 30, 2013.

STATE BUDGET ACT AMENDMENTS

SECTION 6.12.(a) G.S.143CG1-1(d)(19) reads as rewritten:

"(19) Nontax revenuel Revenue that is not a tax proceed a departmental
receiptand that is required bstatute to be credited the-General-Fund.
fund”

SECTION 6.12.(b) G.S.143G1-1(d)(30) reads as rewritten:

"(30) Unreserved fund balancé. The availableGeneralFundcash balance
effective June 30 after excluding documented encumbrances, unearned
revenue federal-grantsstatutory requirements, and other legal obligations to
General-Funeh funds cashbalanceas determined by the State Controller.
Beginning unreserved fund balance equals ending unreserved fund balance
from the prior fiscal year."

SECTION 6.12.(c) G.S.143G1-3(c) reads as rewritten:

"(c) Notwithstanding subsections (a) and (b) of this section, funds established for The
University of North Carolina and its constituent institutions pursuant to the following statutes
are exempt from Chagr 143C of the General Statutes and shall be accounted for as provided
by those statutes, except that the provisions of Article 8 of Chapter 143C of the General
Statutes shall apply to the funds: G13%6-35, 11636, 11636.1, 11636.2, 11636.4, 11636.5
116-36.6, 11644.4, 11668, 116220, 1—1@2354—]:62%8116235"

SECTION 6.12. (d) Article 1 of Chapter 143C of the General Statutes is amended

by adding a new section to read:
"8 143G1-5. Chapter is applicable to The University of North Carolina.

Excep as expressly provided i8.S.143G1-3(c) orotherwise expressly provided by law
The University of North Carolina shall be subject to the provisions of this Chapter in the same
mannerand to the same degras otheiState agenciés.

SECTION 6.12.(e) G.S.143G3-5(e) reads as rewritten:

"(e) Revende-Availability Estimates. T The recommended Current Operations
Appropriations Act shall contain a statement showing the estimates of General Fund
availability, Highway Fund availability, and Highway Trust Fumhilability upon which the
Recommended State Budget is based.”

SECTION 6.12.(f) G.S.143G9-6 reads as rewritten:

"8 143G9-6. JDIG ReserveFundReserve.

(@) The State Controller shall establish a reserve in the General Fund to be known as the
JDIG Reseve. Funds from the JDIG Reserve shall notelspended-etransferred except in
accordance with G.943B-437.63.

(b) It is the intent of the General Assembly to appropriate funds annually to the JDIG
Reserve established in this section in amounts sufficte meet the anticipated cash
requirements for each fiscal year of the Job Development Investment Grant Program
established pursuant to GBI3B437.52."

SECTION 6.12.(g) G.S.143G9-8(a) reads as rewritten:

"(@) The State Controller shall establisheserve in the General Fund to be known as the
One North Carolina Fund Reserve. Funds from the One North Carolina Fund Reserve shall not
be expended-etransferred except in accordance with A&3B-437.75."

SUBSTANTIVE CHANGES
SECTION 6.12.(h) G.S.143C-1-1(d) is amended by adding the following new
subdivisions to read:
"(1a) Authorized budgeti The certified budget with changes authorized by the
Director of the Budget through authority granteddr5.143G6-4 or other
statutes.
(1b) Availability. T The total anticipated cash available withinfand for
appropriation purposes, including unreserved fund balance and all revenue
and receipts anticipated in a fiscal year.
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(7a) Continuation budgeti That part of the Recommended State Budget
necessarya continue the same level of services in the next biennium as is
provided in the current fiscal yeancluding (i) mandated Social Security
rate adjustments (ii) annualization of programs and positipn§ii)
enrollmentadjustmentdor public schools anéedicaid (iv) reductions to
adjust for items funded with nonrecurring funds during the prior fiscal
biennium:; (v) increases to adjust for nonrecurring reductions during the prior
fiscal biennium;and (vi) if deemed necessary by the Director, other
adjustnents such as inflation, building reserves, and equipment
replacement.

SECTION 6.12.(i) G.S.143G1-1(d)(7) reads as rewritten:

"(7) Certified budget.i The budget as enacted by the General Assembly
including adjustments made for (i) distributions to t&tagencies from
statewide reserves appropriated by the General Assembly, (ii) distributions
of reserves appropriated to a specific agency by the General Assembly, and
(i) organizational or budget changesrectedmandatedby the General

Assembly!

SECTION 6.12.(j) G.S.143G3-3 reads as rewritten:

"§ 143G3-3. Budget requests from State agencies in the executive branch.

é
(b) University of North Carolina System RequeéistNotwithstandin ),
ttee requirement iG.S.116-11 that the Board of
Governorssh&LLprepare a unified budget request for all of the constituent institutions of The
University of North Carolinajreluding-repairs and renovations, capittund requests, and
information teehnelegytechnology requests shall comply with subsections (c), (d)(endf
this section.

e

(e) Information Technology Request.In addition to any other information requested
by the Director, any State agency resfugy significant State resources, as defined by the
Director, for the purpose of acquiring or maintaining information technology shall accompany
that request with all of the following:

(1) A statement of its needs for information technology and relatsalrees,
including expected improvements to programmatic or business operations,
together with a review and evaluation of that statement prepared by the State
Chief Information Officer.

(2) A statement setting forth the requirements for State resourgeshés with
an evaluation of those requirements by the State Chief Information Officer
that takes into consideration the State's current technology, the opportunities
for technology sharing, the requirements of Article 3D of Chapter 147 of the
General Staites, and any other factors relevant to the analysis.

(3) A statement by the State Chief Information Officer that sets forth viable
alternatives, if any, for meeting the agency needs in an economical and
efficient manner.

4) In the case of an acquisitioan explanation of the method by which the
acquisition is to be financed.

This subsection shall not apply to requests submitted by the Gé&sssahblyA ssembly or
the Administrative Office of th€eurts;-orFhe-University-of-North-CareliiGourts”

SECTION 6.12.(k) G.S.143G3-5 reads as rewritten:

"8 143CG3-5. Budget recommendations and budget message.

e
(b)  OddNumberedriseatYears.i In oddnumbered years the budget recommendations
shall include the following components:

(1) A Recommended State Budgsetting forth goals for improving the State
with recommended expenditure requirements, funding sources, and
performance information for each State government program and for each
proposed capital improvement. The Recommended State Budget may be
presentedn a format chosen by the Director, except that the Recommended
State Budget shall clearly distinguish program continuation requirements,
program reductions, program eliminations, program expansions, and new
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programs, and shall explain all proposed chpit@rovements in the context
of the SixYear Capital Improvements Plan and as required by

G.S.143G8-6 -Fhe Directorshall-include-as—continuationreguirements the
ameounts-the-Director-propeses-to-fund-for-the-enrollmentinereases-in public

sehools—commnity-col . m.
(1 The Governds Recommended State Budget shall include a continuation
budgé, whichshall be presented in the budget support document pursuant to
subdivision (2) of this subsection.

e

(5) A list of budgetadustmentsmade during the prior fiscal year pursuant to
G.S.143G6-4 that are included in the proposed continuation budget for the
upcoming fiscal year.

(© EvenNumbered Fiseal-Years. i In evennumbered years, the Governor may
recommend changes in the eteac 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 Appropriation Act and a recommended
Capital Improvements Appropriatis Act as necessary. 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 -tfieaBix
Capital Improvements Il&n and as required by G.$13G8-6. The Governor shall provide
sufficient supporting documentation and accounting detail, consistent with that required by
G.S.143G3-5(b), corresponding to the recommended amendments to the enacted budget.

(d) Funds Inaided in Budgeti Consistent with requirements of the North Carolina
Constitution, Article 5, Section 7(1), the Governor's Recommended State Budget, together with
the Budget Support Document, shall include recommended expenditures of State funds from all
Governmental and Proprietary Funds, as those funds are describ@&iSia43G1-3.
G.S.143G1-3, and all funds established for The Universitly Morth Carolina and its
constituent institutions that are subjecttihis Chapter Except where provided othersé by
federal law, funds received from the federal government become State funds when deposited in
the State treasury and shall be classified and accounted for in the Governor's budget
recommendations no differently than funds from other sources.

ée. "

SECTION 6.12.(l) G.S.143G4-3 reads as rewritten:
"8 143CG4-3. Repairs and RenovationRkeserve-AccouniReserve.

€) Creation and Source of FundsThe Repairs and Renovations Resekeeountis
established as a reserve in the General Fund. The State @orghalll reserve to the Repairs
and Renovations Reserveecoeuntonefourth of any unreserved fund balance, as determined
on a cash basis, remaining in the General Fund at the end of each fiscal year.

(b) Use of Fundsi The funds in the Repairs and Renibwas Reservéecountshall be
used only for the repair and renovation of State facilities and related infrastructure that are
supported from the General Fund. Funds from the Repairs and Renovations Reserwd
shall be used only for the following typef projects:

(1)  Roof repairs and replacements;

(2) Structural repairs;

3) Repairs and renovations to meet federal and State standards;

4) Repairs to electrical, plumbing, and heating, ventilating, andaaiditioning
systems;

(5) Improvements to medhe requirements of the Americans with Disabilities
Act, 42 U.S.C. § 12101, et seq., as amended;

(6) Improvements to meet fire safety needs;

(7) Improvements to existing facilities for energy efficiency;

(8) Improvements to remove asbestos, lead paint, ather contaminants,
including the removal and replacement of underground storage tanks;

(9) Improvements and renovations to improve use of existing space;
Historical restoration;

(11) Improvements to roads, walks, drives, utilities infrastructurd; a

(12) Drainage and landscape improvements.
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Funds from the Repairs and Renovations Resé&wsmount-shall not be used for new
construction or the expansion of the building area (sqg. ft.) of an existing facility unless required
in order to comply with fedef or State codes or standards.

(c) Use of Fundsi Funds Available Only Upon Appropriation.Funds reserved to the
Repairs and Renovations ReseAaxountshall be available for expenditure only upon an act
of appropriation by the General Assembly.

(d)  Beard-ef-Governers—May-Allecatdllocation and Reallocation oFunds te-for
Particular Projects. Any funds in theReservefoRepairs and Renovatiofideservethat are
allocated to the Board of Governors of The University of North Caraini the Officeof
State Budget and Managememay be allocated or reallocated #we-Boarcthose agencief®r

repalrs and renovatlons pro;ects so Iong@&s&ny—pmeet—that—reeewes—an—a#ee&ﬂen or

0 ndItIOI’lS
ce with

followmq condltlons are satlsfled

(1) Any project that receives an allocation or reallocation satisfies the
requrementsof subsection (b) of this section.

(2) If the allocation or reallocation of fundsom one project to anothemder
this section is two million five hundred thousand dollars ($2,500,000) or
morefor a particular projectthe Office of State Budgeind Management or
the Board of Governoysis appropriateconsults with the Jointeqgislative
Commission _on Governmental Operations prior the@ expenditure or
reallocation

(3) If the allocation or reallocation of fundsom one project to arber under
this section is less thamwo million five hundred thousand dollars
($2,500,000%or a particular projectthe allocation oreallocation of fundss
reported to the Joint Legislative Commission on Governmental Operations
within 60 daysof theexpendlture oreallocatlon

SECTION 6.12.(m) G.S.143G6-1 reads as rewritten:
"§ 143G6-1. Budget enacted by the General Assembly; certified budgets of State
agencies.

(b) Departmental Receipt$. Departmental receipts collectéal support a program or
purpose shall be credited to the fund from which appropriations have been made to support that
program or purposé State agency shall expend departmental receiptsifiduding receipts
in excess of the amount of receipts beiggl in the certified budget for the program or purpose,
and shall expend other funds appropridi@dthe purpose or program only to the extent that
receipts are insufficient to meet the castticipated in the certified budget.

Except as authorized iB6.S.143G6-4, excess departmental receipts shall not be used to
increase expenditures for a purpose or program.

(c) Certification of the Budget. The Director of the Budget shall certify to each State
agency the amount appropriated to it for each progratheach object from ajevernmental

unds included in the budget as definedG.S.143G3-5(d). The
certified budget for each State agency shall reflect the total of all appropriations enacted for
each State agency by the Gené&ssembly in the Current Operations Appropriations Act, the
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Capital Improvements Appropriations 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 modifiedo reflect changes enacted by the General Assembly."

SECTION 6.12.(n) G.S.143G6-4 reads as rewritten:
"8§ 143G6-4. Budget Adjustments Authorized.

(@) Findings.i The General Assembly recognizes that even the most thorough budget
deliberations may be faicted by unforeseeablevents—Undeavents; therefore, under the
limited circumstances set forth in this section, the Diresta#-is authorized toadjust the
enacted budget by making transfers among lines of expenditure, purposes, or programs or by
mcreasmg expendltures funded by departmental receigngler no-circumstances, -however,
opriated to

year.
(b)  Adjustments-@-the Certified BudgetBudget Adjustmentsi Notwithstanding the

provisions of G.S143G6-1, a State agency may, with approval of the Director of the Budget,
spend more than wastherizeeappropriatedn the certified budgdty adjusting the authorized
budgetfor all of the following:

(2) Line items withinprograms.i An object or line item within a purpose or
program so long as the total amount expended for the purpose or program is
no more than was authorized in the certified budget for the purpose or
program.

(2) Responses toextraordinary events. i A purpose or program if the
overexpenditure of the purpose or program is:

a. Required by a court or Industrial Commission order;

b. Authorized under G.SL66A-19.40(a) of the North Carolina
Emergency Manageemt Act; or

C. Required to call out the North Carolina National Guard.

3) Responses tanforeseercircumstances.. A purpose or program not subject
to the provisions of SudeVISIOI‘l (b)(2) of thesbsection—but-only-iraceord

subsectionif each of the following

conditions is satisfied:

a. Theoverexpenditure is required to continue the purpose or programs
due to complications or changes in circumstances that could not have
been foreseen when the budget for thealiperiod wasnacted,—(H)

theenacted

b. The scope of the purpose or program is nriatreased—(Hi)
theincreased.

C. The overexpenditure is authorized omanreecurring-bsis;—and-(iv)

tions
onetime nonrecurring basis for one vyear onlwnless the

overexpenditure is the result of (i) salary adjustments authorized by
law or (ii) the establishment of tirdémited positions funded with
agency receipts

(bl1) If the overexpenditure would cause a departiadntal requirementfor a fund to
exceed the depamients certified budget for a fiscal ye&or that fund by more than three
percent (3%) the Director shallconsult with the Joint Legislative Commission on
Governmental Operations prior to authorizing the overexpenditure.

(b2) Subsection (b) of this seot shall not be construed to authorize budget adjustments
that cause General Fund expenditures, excluding expenditures from General Fund receipts, to
exceed General Fund appropriations for a department.

ée. "

SECTION 6.12.(0) G.S.143G6-21 reads as rewréh:
"§ 143G6-21. Payments to nonprofits.

Except as otherwise provided by law, an annual appropriation of one hundred thousand
dollars ($100,000) or less to or for the use of a nonprofit corporakialtmay be made in a
single annuapayment.payment, m the discretion of the Director of the BudgAh annual
appropriation of more than one hundred thousand dollars ($100,000) to or for the use of a
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nonprofit corporation shall be made in quarterly or monthly payments, in the discretion of the
Director of he Budget."
SECTION 6.12.(p) G.S.143G7-2(a) reads as rewritten:

"(@) Plans Submitted and ReviewddThe Secretary of each State agency that receives
and administers federal Block Grant funds shall prepare and submit the agency's Block Grant
plans to te Dlrector of the Budget The Dlrector of the Budget shaII submlt the Block Grant
plans tothe

yearthe General Assembly as part thf—: Recommended State Budsabmlttedpursuant to
G.S.143G3-5."

SECTION 6.12.(q) G.S.143G8-2 reads as rewritten:
"8 143G8-2. Capital facilities inventory.

(@) The Department of Administration shall déye and maintain an automated
inventory of all facilities owned by State agencies pursuant to133341(4). The inventory
shall include the location, occupying agency, ownership, size, description, condition
assessment, maintenance record, parking amplogee facilities, and other information to
determine maintenance needs and prepareyifée cost evaluations of each facility listed in
the inventory. The Department of Administration shall update and publish the inventory at least
once every three yem The Department shall also record in the inventory acquisitions of new
facilities and significant changes in existing facilities as they occur.

(b) No later than October 1 of each ewammbered year, the Department of
Administration shall provide a sunary of the information maintained in the inventory
described in subsection (a) of this section to the Fiscal Research Divisibe bégislative
Services CommissiofThis summary shall include all of the following:

(1) A summary ofthe number, type, squafootage or acreage, and condition of
facilities allocated to or owned by each State agency.

(2) A summary of the geographical distributiohState facilities

(3) An estimate of the percentage increase or decrease of square footage or
acreage allocatetd or owned by each State agency since the last report was
submitted pursuant to this subsection.

(4) Any other information requested by the Fiscal Research Division.

SECTION 6.12.(r) G.S.143G9-7(b) reads as rewritten:

"(b) FundsUpon appropriation byhe General Assembly, fundeceived in the Indian

Gaming Education Revenue Furde-hereby—appropriated—as—receivedto—the-State—Public

all be allocated quarterby the State Board of Education
to local school adminigative units, charter schools, and regional schools on the basis of
allotted average daily membership. The funds allotted by the State Board of Education pursuant
to this section shall be nonreverting. Funds received pursuant to this section by looal scho
administrative units shall be expended for classroom teachers, teacher assistants, classroom
materials or supplies, or textbooks."

CAP STATE FUNDED PORTION OF NONPROFIT SALARIES

SECTION 6.14. No more than one hundred twenty thousand dollars ($120i900)
State funds may be used for the annual salary of any individual employee of a nonprofit
organization receiving State funds. For the purposes of this section, the term "State funds”
means funds as defined in G183CG1-1(d)(25) and any interest earn;ghat accrue from
those funds.

NO STATE FUNDS FOR LOBBYING

SECTION 6.15.(a) No State funds shall be used by a 18iate entity tgpay for
lobbying or lobbyists.

SECTION 6.15.(b) For the purposes of this section, the following definitions
apply:

(1) Lobbying.i As defined by G.S120G100(a)(9).

(2) Lobbyist.i1 As defined by G.S120G100(a)(10).

3) Non-State entityl As defined by G.S143G1-1(d)(18).

(4)  State fundsi As defined by G.S143G1-1(d)(25) and interest earnings that

accrue from thoseuhds.
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AVIATION FUEL TAX
SECTION 6.16. Section 3(b) of S.L. 20124 reads as rewritten:

"SECTION 3.(b) An interstate passenger air carrier is allowed a refund of the sales and
use tax paid by it on fuel in excess of one million two hundred fifty thouskmtidrs
($1,250,000) for the period January 1, 2011, through June 30, 2011. The State portion of the
refundis payablein two installmentsThe first installment payable in fiscal year 2012013,
may not exceed three million one hundred fifty thousanthido($3,150,000)The remainder
of the refunds payablen fiscal year 20132014. The amount of sales and use tax paid does not
include a refund allowed to the interstate passenger air carrier undet061%4.14(a). A
request for a refund must be writing and must include any information and documentation
required by the Secretary. The request for a refund is due before October 1, 2012. A refund
applied for after the due date is barred."

RESTORE LOCAL GOVERNMENT HOLD HARMLESS FOR REPEALED

REIMBURSE MENTS

SECTION 6.17. G.S.105521 reads as rewritten:

"8 105521. Transitional local government hold harmless for repealed reimbursements.

(a) Definitions.i The following definitions apply in this section:

1 Local government. A county or municipalitythat received a distribution of
local sales taxes in the most recent fiscal year for which a local sales tax
share has been calculated.

(2) Local sales tax shard. A local government's percentage share of the
two-cent (2¢) sales taxes distributed durthg most recent fiscal year for
which data are available.

3) Repealed reimbursement amountThe total amount a local government
would have been entitled to receive during the 2P0@23 fiscal year under
G.S.105164.44C, 10875.1, 1058275.2, 105277.0A, and 108277.1A, if
the Governor had not withheld any distributions under those sections.

(3a) Replacement revenuie.The sum of the following:

a. Fifty percent (50%) of the amount of sales and use tax revenue
distributed under Article 40 of this Chaptether than revenue from
the sale of food that is subject to local tax but is exempt from State
tax under G.S105164.13B.

b. Twenty-five percent (25%) of the amount of sales and use tax
revenue distributed under Article 39 of this Chapter or under €hapt
1096 of the 1967 Session Laws, other than revenue from the sale of
food that is subject to local tax but is exempt from State tax under
G.5.105164.13B.

(4) Two-cent (2¢) sales taxe$. The first onecent (1¢) sales and use tax
authorized in Article 3%f this Chapter and in Chapter 1096 of the 1967
Session Laws, the first ofi@lf cent (1/2¢) local sales and use tax authorized
in Article 40 of this Chapter, and the second-ba# cent (1/2¢) local sales
and use tax authorized in Article 42 of this OteaL.

(b) Distributions.i On or befor
152012 Septembed 5, 2013the Secretary must multlply each local government's local sales
tax share by the estimated amount of replacement revenue that &lgts@anments are
expected to receive during the current fiscal year. If the resulting amount is less than one
hundred percent (100%) of the local government's repealed reimbursement amount, the
Secretary must pay the local governmigity percent (50%) bthe difference, but not less than

Oty dollars ($50.00).

On or beforeMay—1-of-eachfiscalyearthrougay—1,—2012-August 15, 2013, the
Department of Revenue and the Fiscal Research Division of the General Assemblgchust e
submit to the Secretary and to the General Assembly a final projection of the estimated amount
of replacement revenue that all local governments would be expected to receive during the
upcoming fiscal year. If, after May 1 and before a distributiomagle, a law is enacted that
would affect the projection, an updated projection must be submitted as soon as practicable. If
the Secretary does not use the lower of the two final projections to make the calculation
required by this subsection, the Secretanyst report the reasons for this decision to the Joint
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Legislative Commission on Governmental Operations within 60 days after receiving the
projections.

(©) Source of Fundg. The Secretary must draw the funds distributed under this section
from sales andse tax collections under Article 5 of this Chapter.

(d) Reports.i The Secretary must report to the Revenue Laws Study Committee by
: January 31, 2014he amount

distributed under this sectidor the current fiscal year."

EUGENICS COMPENSATION PROGRAM
SECTION 6.18.(a) Article 9 of Chapter 143B of the General Statutes is amended
by adding a new Part to read:
"Part 3. EugenicAsexualization anterilizationCompensation Program.
"8 143B-426.50 Definitions.
As used in this Part, the following definitions apply:

(1) Claimant. i An individual on whose behalf a claim is made for
compensation as a qualified recipient under this Rarindividual must be
alive on June 30, 2013, in order todelaimant

(2) Commissioni The North Carolina Industrial Commission.

3) Involuntaily. T In the case of:

a. A minor child, éther with or without the consent of the minthild's
parent, guardian, @therperson standing in loco parentis.
b. An incompetent adultwith or without the consent of theacompetent

adults guardian or pursuant to a valid court order.
A competent adult, without the adalinformed consent with the
presumptiorbeingthatthe adult gave informed consent
Office.1 TheOffice of Justice for Sterilization Victims.
Qualified recipient.’ An individual who was asexualizadvoluntarily or
sterilizedinvoluntarily under the authority of the Eugenics Board of North
Carolina in_accordance with Chapter 224 of the Publiwd af 1933 or
Chapter 221 of the Public Laws of 1937
"8 143B426.51 Compensation payments.

(@) A claimant determinedo be a qualified recipient under this Paftall receive
lump-sumcompensation in the amoudétermined by this subsectiétom funds @propriated
to theDepartment of State Treasuffer these purpose&xcept as provided by the succeeding
sentence,hie_ amount of compensation for each qualified recipient is the sum of ten million
dollars ($10,000,000) divided byehaal number ofjualified recipientsand all such payments
shall be made on June 30, 20THhe State Treasurer shall reduce the ten million dollars
($10,000,000) by hding out a prerata amounper claimanfor any cases in which there has
not been a final determination die claimon June 30, 2015Payments made to persons
determined to be qualified claimardfter that date shall be made upon such determination, and
if after final adjudication of all claims there remains a balance from the funds hektheput
shall be pal pro-rata to all qualified claimants.

(al) If any claimant shaltlie during the pendency of a clgior after being determined
to be a qualified recipient, any payment shall be made to the estate of the decedent.

(b) A qualified recipientmay assign commsation received pursuant to subsection (a)
of this section to a trust established for the benefit ofjtiadified recipient
"8 143B426.52 Claims for compensationfor asexualizationor sterilization.

(@) Anindividualshall be entitled to compensatias provided for in this Part & claim
is submited on behalf ofthat individualin accordance with this Part on or befdwne 30
2014, and that individual is subsequently determibgdh preponderance of the evidenacde
a_qualified recipientexcep that any competent adult who gave consent is not a qualified
recipientunless that individual can show bypeeponderance of the evidence that the consent
was not informed

(b) A claim under this section shall be submitted to @ifice. The claim shalbein a
form and supported by appropriatdocumentabn _and information as required by the
Commission A claim may be submitted on behalf af claimantby a person lawfully
authorized to act on the individisabr the individual's estateehalf

(€) The Commission shall determine the eligibility of a claimant to receive the
compensation authorized by thHsrtin accordance witls.S.143B-426.53 The Commission
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shall notify the claimanin writing of the Commissios determination regarding the claimant
eligibility.

(d) The Commissionshall adopt ruledor the determination of eligibility and the
processing of claims.

"8 143B426.53 Industrial Commission determination.

(a) The Commissiorshall determine whether a claimant is eligible for compensason
a qualified recipientunder this PartThe Commission shall have all powers and authority
granted under Article 31 of Chapter 148the General Statutesith regard to claims filed
pursuant to this Part.

(b) A deputy commissioner shall be assigned bg Commission to make initial
determinatbns of eligibility for compensation under this Part. The deputy commessshiall
review the claim and supporting documentatsubmittedon behalf of aclaimantand shall
make a determinatioof eligibility. In any case where the claimant was a competent adult when
asexualized or sterilized, the burden is on the claimant to rebut the presumption that the
claimant gave informed consetftthe claim is not approved, the deputy commissiahall set
forth in writingthe reasons for the disapproval aradify the claimant.

© A claimant whose claim is not approvadder subsectiofb) of this sectionmay
submitto the Commissioradditional documentation in support of timglividuals claim and
request a redeterminati by the deputy commissioner

(d) A claimant whose claim is not approvadder subsectiofb) or (c) of this section
shall have the right to request a hearing before the deputy commissioner. The hearing shall be
conducted in accordance with rules of thmr®nission.For claimants who areesidents of this
State at the request of thelaimant the hearing shall be held in the county of residence of the
claimant For claimants who are not residents of this Stie,hearing shall be held Wake
Countyor at a locationof mutual convenience aketermined by the deputy commissiorigne
claimantshall have the right to be represented, including the right to be represented by, counsel
present evidencend call withesseg he deputy commissioner who hears ¢hem shall issue
a writtendecisionof eligibility which shall be sent to the claimant

(e Uponthe issuance of decison by the deputy commissionander subsection (d) of
this sectiontheclaimant may filenotice ofappealwith the Commissionvithin 30 daysof the
date noticeof the deputy commissionsidecisionis given Such appeahall be heard by the
Commission, sitting as the full Commission, on the basth@®frecordn the matter and upon
oral argumentThe full Commission may amend, setdssior strike out thelecisionof the
deputycommissioner and may issue its own findings of,feghclusions of lawanddecision
The Commission shalhotify all parties concerned in writing of its decision

(f) A claimant may ppealthe decisiorof thefull Commissionio the Court of Appeals
within 30 day<f the date noticef the decision of the full Commissias given Appeals under
this section shall be in accordanedath the procedures set forth ir5.S.143293 and
G.S.143294.

(Q) If at any stageof the proceedirgithe claimant is determined to be a qualified
recipient the Commission shall givaotice to the claimanénd to the Office of the State
Treasurer and the State Treasurer shall make payment of compensation to the qualified
recipier or a trust specified unde€s.S.143B-426.51(b)

(h) Decisions and determinations by the Commission favorable to the clainairiiesh
final and not subject to appeal by the State.

(i) Costs under this section shall be taxed to the State.

"8 143B426.54 Offi ceof Justice for Sterilization Victims.

(@) There is created in the Department of Administration the Offi€eJustice for
Sterilization Victims.

(b) At the request of a claimant or a claimarlegal representativeéhe Office shall
assistan individual who may bea qualified recipientto determinewhetherthe individual
qualifies for compensation under this Part. The Office may amsisidividual filing a claim
under this Part and collect documentation in support of the claim. With theastairmonsat,
the Office may represent and advocate for the claimant befof@aimenission and may assist
the claimant with angoodfaith further appeal of an adverse decisiora@haim.

(€) The Office shall plan and implemenh autreachprogram toattempt tonotfy
individuals who may be possibdgialified recipients.

"8 143B426.55 Confidentiality.
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Records of allinquiries of eligibility, claims and payments under this Part shall be
confidential and not public records under Chapter 132 of the General Statutes
"8 143B426.56. Compensation excluded as income, resourg@sassets.

(a) Any payment made under thégctionshall notbe considered income or assets for
purposes of determining the eligibility for, or the amount of, any benefits or assistance under
any State or local program financed in whole or in part with State funds.

(b) Pursuant td5.S.108A-26.1, the Department of Health and Human Services shall do
the following:

1) Provide income, resource, and asset disregard to an applicanorfor
recipientof, public assistance who receives compensation under this Part.
The amount of the income, resource, and asset disregard shall be equal to the
total compensation paid to the individual from the Eugenics Sterilization
Compensation Fund.

(2) Provide resoure protection by reducing any subsequent recovery by the
State unde6.S.108A-70.5 from a deceased recipisrdgstate for payment of
Medicaidpaid services by the amount of resource disregard given under
subdivision (1) of this subsection.

(3)  Adopt rulesto implement the provisions of subdivisions (1) and (2) of this
subsection.

"8 143B426.57. Limit ation of liability.

Nothing in this Part shall revive or extend any statute of limitations that may otherwise
have expired prior to July 1, 2013. The S&iability arising from any cause of action related
to any asexualization or sterilization performed pursuant to an order of the Eugenics Board of
North Carolina shall be limited to the compensation authorized by this Part

SECTION 6.18.(b) If House Bill 998 becomes law, then GH)5153.5(b), as

enacted by House Bill 998, reads as rewritten:
"§ 105153.5. Modifications to adjusted gross income.

(b)  Other Deductionsi In calculating North Carolina taxable income, a taxpayer may
deduct from the taxpaye adjusted gross income any of the following items that are included
in the taxpayer's adjusted gross income:

é

(9) The amount paid to the taxpayer during the taxable year from the Eugenics
Sterilization Compensation Fund as compensation to a qualgigdient
under the Eugenics Asexualization and Sterilization Compensation Program
under Part 30 of Article 9 of Chapter 143B of the General Statutes. This
subdivision expires for taxable years beginning on or after January 1, 2016.

SECTION 6.18(c) G.S.1321.23 reads as rewritten:

"§ 1321.23. Eugenics program records.

€) Records in the custody of the State, includihgse in the custody dhe Nerth
CarehndDffice of Justice for Sterilization FeundatioiVictims, concerning the Nerth
CarolindEugenics Bard of North Carolin& program are_confidential andare not public
records—to—the—extenttheyy—eoencerarecords, including the records identifyingi)
persenmdividuals impacted by the program, (ipersensindividuals, or their guardians or
authorizedagentsagentsjnquiring about the impact of the programibemthe individualsor
(i) persensindividuals or their guardians or authorizegjentsagents.inquiring about the
potential impact of the program on others.

(b) NotW|thstand|ng subsectlon (a)‘ this sectlona—perenan |nd|V|duaI |mpacted by

am, or a quardlanr authorlzed

au%henfed—agem—ef—thm—peps%ﬂay—alse—eb%am—m@m
agent of thaindividual, may obtain thaindividuals records under the program upexecution
of aproperrelease authorization.

(c) Notwithstandhg subsections (a) and (b) of this sectiomnutes or report®f the
Eugenics Boardof North Carolina for which identifying inbrmation of theindividuals
impacted by the program have been redacte be releasetb any personAs used in this
subsection "identifying informatiori shall includethe name, street address, birth day and
month and any other information the Statdi&ees may lead to the idettiof anyindividual
impacted by the program, of any relative ofnindividual impacted by the program.
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SECTION 6.18(d) There is established the Eugenics Sterilization Compensation
Fund. The Fund shall be designated acspdund and shall be used to pay the compensation
authorized under Part 30 of Article 9 of Chapter 143B of the General Statutes. The Fund shall
be administered by the Office of Justice for Sterilization Victims established in
G.S.143B426.54. Monies inthe Fund shall not be expended or transferred except in
accordance with Part 30 of Article 9 of Chapter 143B of the General Statutes. Monies in the
Fund shall remain until all claims timely filed with the Industrial Commission as prescribed in
this act hae been finally adjudicated and all qualified recipients who timely submit claims are
paid. The Office of Justice for Sterilization Victims and the Fund are subject to the oversight of
the State Auditor pursuant to Article 5A of Chapter 147 of the GentraltSs.

SECTION 6.18(e) The Department of Health and Human Services shall submit to
the Centers for Medicare and Medicaid Services by August 1, 2013, a State Plan Amendment
for the Medical Assistance Program and a State Plan Amendment for the Chittalils
Insurance Program to allow for income, resource, and asset disregard for compensation
payments under Part 30 of Article 9 of Chapter 143B of the General Statutes, the Eugenics
Asexualization and Sterilization Compensation Program, as enacted lagthi

SECTION 6.18(f) Of the funds appropriated to the Eugenics Sterilization
Compensation Fund, the sum of one hundred twimge thousand seven hundred feetght
dollars ($123,748) shall be transferred to the Office of Justice for Sterilizataim¥ito pay
the continued operations of the Justice for Sterilization Victims Foundation for the2Q043
fiscal year.

SECTION 6.18(g) Subsection (b) of this section becomes effective for taxable
years beginning on or after January 1, 2015. Subsedgpmsd (g) of this section are effective
when this act becomes law. The remainder of this section becomes effective July 1, 2013.
Except for the provisions of subsections (b) and (c) of this section, and the final adjudication of
any claims under subsemt (a) of this section that are pending on June 30, 2015, this section
expires June 30, 2015.

PART VII. INFORMATIO N TECHNOLOGY
INFORMATION TECHNOLOGY FUND

SECTION 7.1. The availability used to support appropriations made in this act
from the Informatia Technology Fund established in G187-33.72H is as follows:

FY 20132014

FY 20142015

General Fund Appropriation for IT Fund $6,053,142 $6,055,342
General Fund Appropriation for
Government Data Analytics Center $3,000,000 $4,417,515
Interest $2200 $2,200
IT Fund Balance, June 30 $0 $0
Total Funds Available $9,055,342 $10,475,057

Appropriations are made from the Information Technology Fund for the-2013 fiscal

biennium as follows:
Information Technology Operations

Criminal Justice Informadn Network $189,563 $189,563
Center for Geographic Information and Analysis $495,338 $495,338
Enterprise Security Risk Management $864,148 $864,148
Enterprise Project Management Office $1,473,285 $1,473,285
Architecture and Engineering $851,986 $851,86

State Web Site $224,741 $224,741
Enterprise Licenses $33,000 $33,000
Subtotal Information Technology Operations $4,132,061 $4,132,061

Information Technology Projects

Government Data Analytics Center $3,000,000 $4,417,515
IT Consolidation $1,021,081 $1,021,081
Electronic Forms/Digital Signatures $900,000 $900,000
Subtotal Information Technology Projects $4,921,081 $6,338,596
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Total $9,053,142 $10,470,657

Unless a change is approved by the State Chief Information Officer after
consultation with tB Office of State Budget and Management, funds appropriated to the
Information Technology Fund shall be spent only as specified in this section. Changes shall not
result in any degradation to the information technology operations or projects listed in this
section for which the funds were originally appropriated.

Any changes to the specified uses shall be reported in writing to the Chairs of the
Joint Legislative Oversight Committee on Information Technology, the Chair and Cochair of
the House AppropriaticnSubcommittee on Information Technology, and the Fiscal Research
Division.

INFORMATION TECHNOLOGY INTERNAL SERVICE FUND
SECTION 7.2.(a) G.S.147-33.88 reads as rewritten:
"§ 14733.88. Informatlon technologybudqet development andeports

' Vbar Offlce of Informatlon

S%a%e—Bedget—and—NmnagemeJ%pHer—te—AeFHA.—ef—eaeh—

Technology Service$ITS) shall develop an annual budget for review and approval by the
Office of State Budget and Managem¢®3BM) in accordance with a schedule prescribed by
the Director of the Office of State Budget and Management. The approved Information
Technology Internal Service Fund budget shall be included in the Goserbodget
recommendtions to the General Assembly.

The Office of State Budget and Management shall ensure that State agencies have an
opportunity to adjust their budgets based on any rate changes proposed by the Office of
Information Technology Services and approved by th#ic® of State Budget and
Management.

(b)  The Office shall report to the Joint Legislative Oversight Committee on Information
Technology and the Fiscal Research Division on the Office's Internal Service Fund on a
guarterly basis, no later than the firsyad the second month following the end of the quarter.
The report shall include current cash balances-iteme detail on expenditures from the
previous quarter, and anticipated expenditures and revenues. The Office shall report to the Joint
LegislativeOversight Committee on Information Technology and the Fiscal Research Division
on expenditures for the upcoming quarter, projected-gedrbalance, and the status report on
personnel position changes including new positions created and existing paditicnated.

The Office spending reports shall comply with the State Accounting System object codes."

SECTION 7.2.(b) IT Internal Service Fund. For each year of the 202015
fiscal biennium, receipts for the IT Internal Service Fund shall not exceeldumikeed ninety
million dollars ($190,000,000), excluding a-88y balance for contingencies. Rates approved
by the Office of State Budget and Management (OSBM) to support the IT Internal Service
Fund shall be based on this fund limit. In the event thel Fexceeds the required limit, rates
shall be adjusted within 30 days. In the event that an increase in receipts for the IT Internal
Service Fund is required, the Office of Information Technology services may only implement
the increase after consultationithv the Joint Legislative Commission on Governmental
Operations.

SECTION 7.2.(c) Rate Settingi By October 31, 2013, the State Chief Information
Officer shall establish consistent, fully transparent, easily understandable rates that reflect
industry stadards for each service for which any agency is charged. A report explaining the
rate structure shall be submitted to the Joint Legislative Commission on Governmental
Operations, the Chairs of the Joint Legislative Oversight Committee on Information
Technobgy, the House Appropriations Subcommittee on Information Technology, and the
Fiscal Research Division. An interim report shall be submitted by July 30, 2013. Overhead
charges to agencies shall be consistently applied and shall reflect industry staodahés f
particular service. Rate increases shall require the approval of OSBM and consultation with the
Joint Legislative Commission on Governmental Operations. Rate reductions may be
implemented following notification of OSBM.

SECTION 7.2.(d) Agency Billing and Payments. The State Chief Information
Officer shall ensure that bills from the Office of Information Technology Services are easily
understandable and fully transparent. If a State agency fails to pay its IT Internal Service Fund
bill within 30 days of receipt, the Office of State Budget and Management may transfer funds
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from the agency to fully or partially cover the cost of the bill from that agency to the IT Internal
Service Fund, following notification of the affected agency.

SECTION 7.2.(e) Unspecified Uses. Any uses of the IT Internal Service Fund
not specifically related to the operation of the Office of Information Technology Services, to
include any transfers to other State agencies, shall immediately be reported to the Office of
State Ridget and Management and the Fiscal Research Division with a detailed explanation as
to why it was necessary to use the Fund. The State Chief Information Officer may use the IT
Internal Service Fund, and any other available resources, to accelerate desiddiation and
associated software upgrades, if it is in the State's best interest.

INFORMATION TECHNOLOGY RESERVE FUND

SECTION 7.3.(a) Funds in the Reserve for Information Technology for the
20132014 fiscal year consist of the sum of twestght milion dollars ($28,000,000)
appropriated from the General Fund. Funds in the Reserve for Information Technology for the
20142015 fiscal year consist of the sum of thioiye million five hundred eightiwo
thousand four hundred eightiye dollars ($31,58285) appropriated from the General Fund.

SECTION 7.3.(b) The Information Technology Reserve Fund shall be established
in the Office of the State Chief Information Officer (ClO). It shall be intdoestring and
nonreverting. The State CIO shall follow taslished procedures for project approval.
Appropriations are made from the Information Technology Reserve Fund for the2@D3.3
fiscal biennium as follows:

FY 20132014 FY 20142015

Prepare/Focus $ 250,000 $ 0

Plan 1,570,806 2,239,512
Build 1,507,383 2,882,254
Remediation 1,100,000 600,000
Security 1,571,394 392,788
Network Simplification 0 4,832,485
Desktop Remediation 17,000,000 13,300,000
Desktop Software Licenses 4,015,000 2,300,000
Operate 985,447 685,446
Customer Data 0 1,000,000
Secure SigfOn 0 3,350,000
Innovation Center 0 0

SECTION 7.3.(c) By September 15, 2013, the State Chief Information Officer
shall provide a time line for completing initiatives included in the IT Reserve Fund to the Joint
Legislative Oversight Committee on Informatiolechnology, the House Appropriations
Subcommittee on Information Technology, and the Fiscal Research Division. The time line
shall include the dates for completion of a strategic plan, an enterprise architecture, a new
business case methodology, and empéntation of a new project management process. Not
later than the dates specified in the time line, each of these documents shall be submitted to the
Joint Legislative Oversight Committee on Information Technology, the House Appropriations
Subcommittee omnformation Technology, and the Fiscal Research Division.

INFORMATION TECHNOLOGY OPERATIONS

SECTION 7.4.(a) Server Inventoryi The State Chief Information Officer (State
CIO) shall develop an inventory of servers and server locations in State agBases.on this
inventory, the State CIO shall develop a plan to consolidate agency servers-iovwSiadedata
centers.By November 1, 2013, the State CIO shall provide a written plan for accomplishing
this to the Joint Legislative Oversight Committee afoimation Technology and the Fiscal
Research Division.

SECTION 7.4.(b) Hosting/Backupsi The State CIO shall identify information
technology applications that are hosted by vendors that are not backed up emwState
infrastructure. The State CIO shalork with impacted State agencies to develop a plan to
ensure that any State agency application hosted by a vendor is backed up -@wistdte
infrastructure. By January 1, 2014, the State CIO shall provide a plan for accomplishing this to
the Joint Legilative Oversight Committee on Information Technology and the Fiscal Research
Division.
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SECTION 7.4.(c) Restructuring Plan.i The State CIO shall conduct a
comprehensive review of the State's overall information technology operations, including the
efficacy of existing exemptions and exceptions from unified State IT governance. Based upon
this analysis, the State CIO shall develop a plan to restructure the State's IT operations for the
most effective and efficient utilization of resources and capabilifies. plan shall include
identifying, documenting, and providing a framework for developing and implementing the
education and training required for all State information technology personnel, including
information technology contracting professionals. Edstate agency, department, and
institution, and The University of North Carolina, shall (i) cooperate fully with the Office of the
State CIO during the review and assessment phase of restructuring plan development and (ii)
provide to the State CIO all inflmation needed to carry out the purposes of this subsection. By
May 1, 2014, the State CIO shall present the plan to the Joint Legislative Oversight Committee
on Information Technology, along with any recommended legislative proposals for
implementation tde considered for introduction during the 2014 Regular Session of the 2013
General Assembly.

SECTION 7.4.(e) Telecommunications  Service  Clarification. 1
G.S.105164.13(54) reads as rewritten:

"The sale at retail and the use, storage, or consumptiohisnState of the following
tangible personal property, digital property, and services are specifically exempted from the tax
imposed by this Article:

e

(54) The following telecommunications services and charges:

a. Telecommunications service that is a comgnt part of or is
integrated into a telecommunications service that is resold. This
exemption does not apply to service purchased by a pay telephone
provider who uses the service to provide pay telephone service.
Examples of services that are resold ud@ carrier charges for
access to an intrastate or interstate interexchange network,
interconnection charges paid by a provider of mobile
telecommunications service, and charges for the sale of unbundled
network elements. An unbundled network element iseawork
element, as defined in 47 U.S.C. 8§ 153(29), to which access is
provided on an unbundled basis pursuant to 47 U.S.C. § 251(c)(3).
Pay telephone service.

911 charges imposed under (53A-43 and remitted to the 911

Fund under that section.

d. Charges for telecommunications service made by a hotel, motel, or
another entity whose gross receipts are taxable under
G.S.105164.4(a)(3) when the charges are incidental to the
occupancy of the entity's accommodations

e. Telecommunications service phased or provided by a State
agency or a unit of local government for tiNerth—Carelina

tate Networlor another data network owned
or leased by the State or unit of local government.”

oo

STATEWIDE INFORMATION TECHNOLOGY PROCUREMENT

SECTION 7.5. Statewide information technology procurement shall be funded
through fees charged to agencies using the services of the Statewide Information Technology
Procurement Office. The Office of the State Chief Information Officer (CIO) shall provide to
the Office of State Budget and Management (OSBM) a fee schedule to allow cost recovery. If
an agency fails to pay for services within 30 days of billing, OSBM shall transfer the unpaid
amount to the State Information Technology Procurement Office, folgpwatification of the
affected agency.

PUBLIC SCHOOL PROCUREMENT OF INFORMATION TECHNOLOGY

SECTION 7.6.(a) The State Chief Information Officer (CIO) shall work with the
North Carolina Department of Public Instruction (DPI) and the Governor's EducatiortiCo
to implement public school cooperative purchasing agreements for the procurement of
information technology (IT) goods and services to support public schools. For purposes of this
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section, the phrase "public school cooperative purchasing agreemesnt’s rap agreement
implemented pursuant to this section and available for local school administrative units,
regional schools, charter schools, or some combination thereof, providing for collaborative or
collective purchases of information technology goodsl @ervices in order to leverage
economies of scale and to reduce costs.

SECTION 7.6.(b) Each public school cooperative purchasing agreement shall be
based on a defined statewide information technology need to support education in the public
schools. Eaclpublic school cooperative purchasing agreement shall allow for equal access to
technology tools and services and shall provide a standard competitive cost throughout North
Carolina for each tool or service. Public school cooperative purchasing agreshafisliow
State information technology procurement laws, rules, and procedures.

SECTION 7.6.(c) By October 1, 2013, and quarterly thereafter, the Office of the
State CIO and DPI shall report on the establishment of public school cooperative purchasing
agreements, savings resulting from the establishment of the agreements, and any issues
impacting the establishment of the agreements. The reports shall be made to the Joint
Legislative Oversight Committee on Information Technology, the Joint Legislativealidn
Oversight Committee, and the Fiscal Research Division.

INFORMATION TECHNOLOGY CONTRACTS

SECTION 7.7.(a) SCIO Review.i The State Chief Information Officer (State
CIlO) shall review all State information technology (IT) contracts and shall deaefdgn to
consolidate duplicate IT contracts and multiple IT contracts with the same vendor.

SECTION 7.7.(b) Bulk Purchasingi The State CIO shall develop a plan to
modify bulk purchasing contracts, while maintaining economies of scale, to provideesgenci
with the option of purchasing equipment on anriaeded" basis. By December 15, 2013, the
State CIO shall provide the plan to the Joint Legislative Oversight Committee on Information
Technology and the Fiscal Research Division. The State CIO may ntbdify)an based upon
input from the Joint Legislative Oversight Committee on Information Technology and,
following the review, shall begin implementation of the plan.

SECTION 7.7.(c) Sole Sourcing, Extensions, and Expansions LimiteState IT
contractsjncluding sole sourcing, extensions of the period of performance, or expansion of the
scope of existing contracts, must receive the prior approval of the State CIO who may grant a
specific exception. The State CIO shall immediately report any exceptianted to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division.
The report shall explain the reasons why the exception was deemed to be appropriate.

SECTION 7.7.(d) G.S.147-33.72C(e) reads as rewritten:

"(e) Performance Contracting.All contracts between a State agency and a private party
for information technology projects shall include provisions for vendor performance review
and accountability. The State CIO may require that these contract proviemuise a
performance bondjnclude monetarypenalties-penalties, or require other performance
assurance measurfs projects that are not completed performedwithin the specified time
period or that involve costs in excess of those specified in theactnThe State CIO may
utilize costsavings realized on government vendor partnerships, as defiie®.ii43-135.9,
as performance mcentlves for an mformatlon technology project veeeieme—een#act

SECTION 7 7. (e) Enterprlse Contractss The State CIO shall consult participating
agency chief information officers and obtain approval from the Office of State Budget and
Management prior to the initiation of any enterprise project or octnémad shall ensure that
enterprise project and contract costs are allocated to participating agencies in an equitable
manner.Enterprise agreements shall not exceed the participating State agencies' ability to
financially support the contracts.

The StateCIO shall not enter into any enterprise information technology contracts
without obtaining written agreements from participating State agencies regarding the
apportionment of the contract cost. State agencies agreeing to participate in a contract shall:

1 Ensure that sufficient funds are budgeted to support their agreed shares of

enterprise contracts throughout the life of the contract.

(2)  Transfer the required funding to the Information Technology Internal

Service Fund in sufficient time for the Officd Information Technology
Services to meet vendor contract requirements.
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SECTION 7.7.(f) ThreeYear Contractsi Notwithstanding the cash management
provisions of G.S147-86.11, the Office of Information Technology Services may procure
information technlmgy goods and services for periods up to a total of three years where the
terms of the procurement contracts require payment of all or a portion of the contract price at
the beginning of the contract agreement. All of the following conditions shall béefeate
payment for these agreements may be disbursed:

1 Any advance payment can be accomplished within the IT Internal Service

Fund budget.

(2) The State Controller receives conclusive evidence that the proposed
agreement would be more ceadtective tan a multiyear agreement that
complies with G.S147-86.11.

(3) The procurement complies in all other aspects with applicable statutes and
rules.

(4) The proposed agreement contains contract terms that protect the financial
interest of the State against ntactor nonperformance or insolvency
through the creation of escrow accounts for funds, source codes, or both, or
by any other reasonable means that have legally binding effect.

The Office of State Budget and Management shall ensure the savings fronuthogyzad
agreement shall be included in the IT Internal Service Fund rate calculations before approving
annual proposed rates. Any savings resulting from the agreements shall be returned to agencies
included in the contract in the form of reduced ratesgining October 1, 2013, ITS shall
submit a quarterly written report of any authorizations granted under this section to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division.

INFORMATION TECHNOLOGY PERSONAL SERVICES CONTRACT
REQUIREMENTS

SECTION 7.8. Notwithstanding any provision of law to the contrary, no contract
for information technology personal services, or that provides personnel to perform information
technology functions, may be established or wate without written approval from the
Statewide Information Technology Procurement Office and the Office of State Budget and
Management. To facilitate compliance with this requirement, the Statewide Information
Technology Procurement Office shall developl @ocument the following:

(1) Standards for determining whether it is more appropriate for an agency to

hire an employee or use the services of a vendor.

(2) A process to monitor all State agency personal services contracts, as well as
any other State cdracts providing personnel to perform information
technology functions.

(3) A process for obtaining approval of contractor positions.

The Statewide Information Technology Procurement Office shall review current
personal services contracts and determimadh contractor is performing a function that could
more appropriately be performed by a State employee. Where the determination is made that a
State employee should be performing the function, the Statewide Information Technology
Procurement Office shalork with the impacted agency and the Office of State Personnel to
identify or create the position.

Beginning October 1, 2013, the Statewide Information Technology Procurement
Office shall report to the Joint Legislative Oversight Committee on Informdiemhnology
and the Fiscal Research Division on its progress toward standardizing information technology
personal services contracts. In addition, the report shall include detailed information on the
number of personal service contractors in each Statecpgéme cost for each, and the
comparable cost (including benefits) of a State employee serving in that capacity rather than a
contractor.

PREVENT DUPLICATION OF INFORMATION TECHNOLOGY CAPABILITIES

SECTION 7.9.(a) The Office of the State Chief InformaticOfficer (CIO) shall
develop a plan and adopt measures to prevent the duplication of information technology
capabilities and resources across State agencies. When multiple agencies require the same, or
substantially similar, information technology capdigi$, the State CIO shall designate one
State agency as the lead to coordinate and manage the capability for all State agencies, with the
State CIO maintaining oversight of the effort. By October 1, 2013, the State CIO shall provide
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this plan to the Jointegislative Oversight Committee on Information Technology and the
Fiscal Research Division.

SECTION 7.9.(b) The Office of the State Chief Information Officer shall do all of

the following to carry out the purposes of this section:

(2) Review all currentand future information technology projects to determine
whether the capabilities required for each project already exist in a planned,
ongoing, or completed information technology project developed by another
State agency. For projects where the capalalityady exists, the Office of
the State CIO shall assist the agency with implementing the existing
capability.

(2) Identify existing projects that can best support a specific information
technology capability for multiple agencies and work to transitibn a
agencies requiring the specific capability to the identified projects.

(3) When State agencies request approval for new projects, determine if the
information technology project can be implemented using an existing
application, or if the new project habe potential to support multiple
agencies' requirements.

4) Provide quarterly reports on progress toward eliminating duplication to the
Joint Legislative Oversight Committee on Information Technology and the
Fiscal Research Division.

5) Ensure that cdracts for information technology allow the addition of other
agencies' requirements within the terms of the existing contracts.

SECTION 7.9.(c) All State agencies shall coordinate any Geographic Information

System (GIS) initiatives through the Center eographic Information and Analysis (CGIA)
in the Office of Information Technology Services, as well as the Office of the State CIO, to
ensure that existing capabilities are not being duplicated. The CGIA shall monitor and approve
all new GlISrelated infemation technology projects and expansion budget requests. By
January 1 of each year, the CGIA shall submit a written report on GIS duplication to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division.
The CGA shall conduct a review of all GIS applications in State agencies, identify
instances of duplication for existing applications, and develop a plan for consolidating
duplicative projects. By November 1, 2013, the CGIA shall provide a report on the review t
the Joint Legislative Oversight Committee on Information Technology and the Fiscal Research
Division.

GOVERNMENT DATA ANALYTICS/DATA SHARING
SECTION 7.10.(a) G.S.20-7(b2) reads as rewritten:

"(b2) Disclosure of Social Security Numbé&rThe social saaity number of an applicant
is not a public record. The Division may not disclose an applicant's social security number
except as allowed under federal law. A violation of the disclosure restrictions is punishable as
provided in 42 U.S.C. 8§ 408, as amethde

In accordance with 42 U.S.C. 405 and 42 U.S.C. 666, as amended, the Division may
disclose a social security number obtained under subsection (b1) of this section only as follows:

(2) For the purpose of administering the driver's license laws.

(2) To the Department of Health and Human Services, Child Support
Enforcement Program for the purpose of establishing paternity or child
support or enforcing a child support order.

(3) To the Department of Revenue for the purpose of verifying taxpayer
identity.

(4) To the Office of Indigent Defense Services of the Judicial Department for
the purpose of verifying the identity of a represented client and enforcing a
court order to pay for the legal services rendered.

(5)  To each county jury commission for the purposeaifying the identity of
deceased persons whose names should be removed from jury lists.

(6) To the Office of the State Controller for the purposes of
G.S.143B-426.38A"

SECTION 7.10.(b) G.S.20-43(a) reads as rewritten:

"(@) All records of the Divisin, other than those declared by law to be confidential for
the use of the Division, shall be open to public inspection during office hours in accordance

Page32 S402 [Ratified]




with G.S.20-43.1. A phetographic-image-asignature recorded in any format by the Division
for a drivers license or a special identification card is confidential and shall not be released
except for law enforcement purposés.photographic image recorded in any format by the
Division for a drivers licenser a special identification cand confidential ad shall notbe
releasedexceptfor law enforcement purposes or ttte Office ofthe State Controlleffor the
purposes 06.S5.143B-426.38A"

SECTION 7.10.(c) G.S.105259(b) is amended by adding a new subdivision to

read:

"(44) To furnish tax informationto the Office of the State Controllerunder
G.S.143B426.38A The use and reporting of individual data may be
restrictedto only those activities specifically allowed by law when potential
fraud or other illegal activity is indicated.

SECTION 7.10.(d) Part 28 of Article 9 of Chapter 143B of the General Statutes is

amended by adding a new section to read:
"8 143B426.38A. Government Data Analytics Center; State datasharing requirements.

(a) State GovernmeriData Analyticsi The State shall initiate aoss State agencies,
departments, and institutioaglata integratiomnd datasharing nitiative that isnot intended to
replace transactional systems but is instead intended to leverageatfrerdahose systems for
enterprisdevel State business iligence.

(1) Creation of initiative.i In carrying out the purposes of this section, the
Office of the State Controller shall conduct an ongoing, comprehensive
evaluation of State data analytics projects and plans in order to identify data
integration andusiness intelligence opportunities that will generate greater
efficiencies _in, and improved service delivery by, State agencies,
departments, and institution§he State Controller and State CIO shall
continue to utilize publiprivate partnerships andisting data integration
and analytics contracts and licenses as appropriate to continue the
implementation of the initiative.

(2) Application to State governmernit. The initiative shall include all State
agencies, departments, and institutions, includihg University of North
Carolina.

(3) Governance.i The State Controller shall lead the initiative established
pursuant to this section. The Chief Justice of the North Carolina Supreme
Court_and the Legislative Services Commission each shall designate an
officer or agency to advise and assist the State Controller with respect to
implementation of the initiative in their respective branches of government.
The judicial and leqislative branches shall fully cooperate in the initiative
mandated by this section the same manner as is required of State agencies.

(b) GovernmenData AnalyticSCenter.i

(1) GDAC established.i There is established in the Office of the State
Controller the Governmernibata AnalyticsCenter GDAC). GDAC shall
assume the work, purposand resources of the current data integration
effort in the Office of the State Controller and shall otherwise advise and
assist the State Controller in the management of the initiative. The State
Controller shall make any organizational changes necessamgximize the
effectiveness and efficiency oA C.

(2) Powers and duties of theDAC. i The State Controller shall, through the
GDAC, do all of the following:

a. Continue and coordinate ongoing enterprise data integration efforts,
including:
1. The defpoyment, support, technology improvements, and

expansion for the Criminal Justice Law Enforcement
Automated Data System (CJLEADS).

2. The pilot and subsequent phase initiative for the North
Carolina__Financial Accountability and Compliance
Technology SysterfNCFACTS).

3. Individuaklevel student data and workforce data from all
levels of education and the State workforce.

4. Other capabilities developed as part of the initiative.
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Identify technologies currently used in North Carolina that have the
capabiity to support the initiative.

Identify other technologies, especially those with unique capabilities,
that could support the Stadusiness intelligence effort.

Compare capabilities and costs across State agencies.

Ensure implementation is pregy supported across State agencies.
Ensure that data integration and sharing is performed in a manner
that preserves data privacy and security in transferring, storing, and
accessing data, as appropriate.

Immediately seek any waivers and enter iy written agreements
that may be required by State or federal law to effectuate data sharing
and to carry out the purposes of this section.

Coordinate _data requirements and usage for State business
intelligence applications in_a manner that (i) lsniimpacts on
participating State agencies as those agencies provide data and
business knowledge expertise and (ii) assists in_defining business
rules so the data can be properly used.

Recommend the most cesffective and reliable lorterm hosting
soluion for enterprisdevel State business intelligence as well as
data integration, notwithstanding Section 6A.2(f) of S.L. 204%.

Implementation of the Enterpridevel Business Intelligence Initiative.

(1) Phases of the initiativd. The initiative shall cycle through these phases on

an ongoing basis:

a.

=

g

Phase | requirements. In the first phase, the State Controller
through MAC shall:

1. Inventory existing State agency business intelligence projects,
both completed and under development.
2. Dewelop a plan of action that does all of the following:

I. Defines the program requirements, objectives, and end
state of the initiative.

1. Prioritizes projects and stages of implementation in a
detailed plan and benchmarked tilime.

Il. Includes the déctive coordination of all of the Stae

current data integration initiatives.

Utilizes a common approach that establishes standards

for business intelligence initiatives for all State

agencies and prevents the development of projects

that do not meeghe established standards.

Determines costs associated with the development

efforts and identifies potential sources of funding.

Includes a privacy framework for business

intelligence consisting of adequate access controls and

end user security galirements.

VII. Estimates expected savings.

=

3. Inventory existing external data sources that are purchased by
State agencies to determine whether consolidation of licenses
is appropriate for the enterprise.

4. Determine whether current, ongoing projectpmort the

enterprisdevel objectives.
5. Determine whether current applications are scalable or are
applicable for multiple State agencies or both.
Phase Il requirement$. In the second phase, the State Controller
through the ®AC shall:

1. Identify redundancies antecommend to the State CIO any
projectsthatshould be discontinued.

2. Determine _where gaps exist in current or potential
capabilities.

Phase lll requirements.In the third phase:
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The State Controller through BAC shall incorpora or

consolidate existing projects, as appropriate.

The State Controller shall, notwithstandi@gS.147-33.76 or

any rules adopted pursuant thereto, eliminate redundant

business intelligence projects, applications, software, and

licensing.

The State Controller through GAC shall complete all

necessary steps to ensure data integration in_a _manner that

adequately protects privacy.

(2) Projectmanagementi The StateClO shall ensure that atlurrent and new

business intelligence/data analytics projextsin compliance with abtate

laws policies, and rulegertainingto information technologyrocurement
projectmanagement, and project fundiandthat they include quantifiable

and verifiable savings to the Stafehe State CIO shall report to theint
Legislative Oversight Committee on Information Technologypoojects
thatare not achieving projected savings. The report shall include a proposed
correctiveaction plan for the project.

The Office of the State ClQwith the assistance othe Office of State
Budget and Managemenshall identify potential funding sources for
expansion of existing projects or development of new proj&isGDAC
project shall be initiated, extended, or expanded:

a. Without the specific approval of the General Assbminless the
project can be implemented within funds appropriated for GDAC
projects.

b. Without prior consultation to the Joint Legislative Commission on
Governmental Operations and a report to the Joint Legislative
Oversight Committee on Information Tewiloqgy if the project can
be implemented within funds appropriated for GDAC projects.

(d) Funding.i The Office ofthe State Controller, with the support of the Office of State
Budget and Management, shall identify and make all efforts to secure anyngdiais or
other resources to assist in funding this initiati8avings resulting from the cancellation of
projects, software, and licensing, as well as any other savings from the initiative, shall be
returned to the General Fund and shall remain unebguerand unencumbered until
appropriated by the General Assembly in a subsequent fiscal year. It is the intent of the General
Assembly that expansion of the initiative in subsequent fiscal years be funded with these
savings and that the General Assemblyrappate funds for projects in accordance with the
priorities identified by the Office of the State Controller in Phase | of the initiative.

(d1) Appropriations.i Of the funds appropriated to the Information Technology Fund,
the sum of three million dolta ($3,000,000) for the 2018014 fiscal year and the sum of four
million four hundred seventeen thousand five hundred fifteen dollars ($4,417,515) for the
20142015 fiscal yeashall be used tsupport the GDAC and NCFACT®If these fundsthe
sum of onanillion four hundred seventeen thousand five hundred fifteelardal$1,417,515)
shall be usedh each fiscal year of the 202915 bienniunfor OSC internal costd-or fiscal
year 20142015, of the funds generated by GDAC and NCFACTS projects and mbtiarhiee
General Fund, the sum of up to five million dollars ($5,000,000) is appropriated to fund GDAC
and NCFACTS to include vendor paymentBrioritization for the expendituref thesefunds
shall be forState costs associated with GDAC first, then wentbsts secondzunds in the
20132015 fiscal yeabudges for GDAC and NCFACTS shall be used solely to support the
continuation for these priority project areas.

(e Reportingl The Office of the State Controllshall:

(1) Submit and preserguarterlyreportson the implementation of Phase | of the
initiative_and the plan developed as part of that phase to the Chairs of the
House of Representatives Appropriations and Senate  Base
Budget/Appropriations Committees, to the Joint Legislative Oversight
Commitee on Information Technology, and to the Fiscal Research Division
of the General Assembly. The State Controller shall submg&port prior to
implementing any improvements, expending funding for expansion of
existing business intelligence efforts, or addishing other projects as a
result of its evaluations, and quarterly thereafter, a written report detailing
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progress on, and identifying any issues associated with, State business

intelligence efforts.

Report the following information as needed:

a.

1=

Any failure of a State agency to provide information requested
pursuant to this section. The failure shall be reported to the Joint
Legislative OversightCommittee on Information Technology and to
the Chairs of the House of Representatives Appropriations an
Senate Base Budget/Appropriations Committees.

Any additional information to the Joint Legislative Commission on
Governmental Operations and the Joint Legislative Oversight
Committee on Information Technology that is requested by those
entities

Data Sharingi

)

Generalduties of all State agencies.i The head of each State agency

department, and instituticshall do all of the following:

a.

e 10 =

|®
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h.

Grant the Office of the State Controller access to all information
required to develop and support Stabrsiness intelligence
applications pursuant to this section. The State Controller and the
GDAC shall take all necessary actions and precautions, including
training, certifications, background checks, and governance policy
and procedure, to ensure the sdéguilintegrity, and privacy of the
data in accordance with State and federal law and as may be required
by contract.

Provide complete information on the State ag&ndégformation
technology, operational, and security requirements.

Provide informatia_on all of the State agensy information
technology activities relevant to the State business intelligence effort.
Forecast the State agefsc\projected future business intelligence
information technology needs and capabilities.

Ensure that the S& agency future information technology
initiatives coordinate efforts with theBAC to include planning and
development of data interfaces to incorporate data into the initiative
and to ensure the ability to leverage analytics capabilities.

Provide echnical and business resources to participate in the
initiative by providing, upon request and in a timely and responsive
manner, complete and accurate data, business rules and policies, and
support.

Identify potential resources for deploying busings®lligence in

their respective State agencies and as part of the entdpwide
effort.

Immediately seek any waivers and enter into any written agreements
that may be required by State or federal law to effectuate data sharing
and to carry out theupposes of this section, as appropriate.

Specific requirements. The State Controller and theDBC shall enhance

the Statks business intelligence through the collection and analysis of data

relating to workerscompensation claims for the purposepoéventing and

detecting fraud, as follows:

a

=3

The North Carolina Industrial Commission shall releaseD@d\ G, or
otherwise provide electronic access to, all data requestedDBCG
relating to workers compensation insurance coverage, claims,
appeals, com@nce, and enforcement under Chapter 97 of the
General Statutes.

The North Carolina Rate Bureau (Bureau) shall released&@ or
otherwise provide electronic access to, all data requestedDBCG
relating to workers compensation insurance coveraggaims,
business ratings, and premiums under Chapter 58 of the General
Statutes. The Bureau shall be immune from civil liability for
releasing information pursuant to this subsection, even if the
information is _erroneous, provided the Bureau acted in daib
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and without malicious or willful intent to harm in releasing the

information.

The Department of Commerce, Division of Employment Security

(DES), shall release toMAC, or otherwise provide access to, all

data requested by MAC relating to unemplayent insurance

coverage, claims, and business reporting under Chapter 96 of the

General Statutes.

The Department of Labor shall release t®AZ, or otherwise

provide access to, all data requested HYAG relating to safety

inspections, wage and hour cplaints, and enforcement activities
under Chapter 95 of the General Statutes.

The Department of Revenue shall release @AG, or otherwise

provide access to, all data requested BYAG relating to the

registration and address _information of active besses, business
tax reporting, and aggregate federal tax Form 1099 data for
comparison with information from DES, the Rate Bureau, and the

Department of the Secretary of State for the evaluation of business

reporting.Additionally, the Department of Revea shall furnish to

the GDAC, upon request, other tax information, provided that the

information  furnished does not impair or violate any

informationsharing agreements between the Department and the

United States Internal Revenue Service. Notwithstandmg other

provision of law, a determination of whether furnishing the

information requested by GDAC would impair or violate any
informationsharing agreements between the Department of Revenue
and the United States Internal Revenue Service shall be wfithin
sole discretion of theState Chief Information Officer The

Department of Revenue and the Office of the State Controller shall

work jointly to assure that the evaluation of tax information pursuant

to this subdivision is performed in accordance witpligable federal

law.

(3) All information shared with GAC and the State Controller under this
subdivision is protected from release and disclosure in the same manner as
any other informatiois protected under this section.

(9) Provisions orPrivacy andConfidentialty of Information i
(1) Status with respect to certain informatidnThe State Controller and the

GDAC shall be deemed to be all of the following for the purposes of this
section:

a. With respect to criminal information, and to the extenbvadd by
federal law, a criminal justice agency (CJA), as defined under
Criminal Justice Information Services (CJIS) Security Policy. The
State CJIS Systems Agency (CSA) shall ensure that CJLEADS
receives access to federal criminal information deemed to be
essential in _managing CJLEADS to support criminal justice

rofessionals.

|©
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b. With respect to health information covered under the Health
Insurance Portability and Accountability Act of 1996 (HIPAA), as
amended, and to the extent allowed by federal law:

1. A business associate with access to protected health
information acting on behalf of the Stateovered entities in
support of data integration, analysis, and business
intelligence.

2. Authorized to access and view individually identifiable health
informaion, provided that the access is essential to the
enterprise fraud, waste, and improper payment detection
program or required for future initiatives having specific
definable need for the data.

C. Authorized to access all State and federal data, includvenue and

labor information, deemed to be essential to the enterprise fraud,
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waste, and improper payment detection program or future initiatives
having specific definable need for the data.

Authorized to develop agreements with the federal governmoent
access data deemed to be essential to the enterprise fraud, waste, and
iImproper payment detection program or future initiatives having
specific definable need for such data.

(2) Release of informatiori. The following limitations apply to (i) the releas

of information compiled as part of the initiati\@&) data from State agencies

that is incorporated into the initiativand (iii) data released as part of the

implementation of the initiative:

a. Information compiled as part of the initiativie Notwithstanding the
provisions of Chapter 132 of the General Statutes, information
compiled by the State Controller and théd&C related to the
initiative_may be released as a public record only if the State
Controller, in that offices sole discretion, findthat the release of
information is in the best interest of the general public and is not in
violation of law or contract.

Data from State agencigsAny data that is not classified as a public
record undelG.S.132-1 shall not be deemed a public recevden
incorporated into the data resources comprising the initiative. To
maintain _confidentiality requirements attached to the information
provided to the State Controller andD&C, each source agency
providing data shall be the sole custodian of the fiatthe purpose

of any request for inspection or copies of the data under Chapter 132
of the General Statutes.

Data released as part of implementatibrinformation released to
persons _engaged in_implementing the Stabeisiness intelligence
strategyunder this section that is used for purposes other than official
State business is not a public record pursuant to Chapter 132 of the
General Statutes.

Data from North Carolina Rate BureduNotwithstandingany other
provision of this section, any dataleased by oobtained from the
North Carolina Rate Bureau under this initiatredating to workers
compensation insurance claims, business ratings, or pren@atems
not public recordsand public disclosure ofuchdata, in whole or in
part, by the GDAC or State Controller, oby any State agencys
prohibited"

SECTION 7.10.(e) G.S.143B-426.39 is amended by adding a new subdivision to

(==

=

g

|2

read:

"(17) Coordinatedata integration andata sharingoursuant td5.S.143B-426.38A

across State agencies, depantiis, and institution$o supportthe Statss
enterpriseevel business intelligence initiative

SECTION 7.10.(f) The Office of State Controller, in consultation with the State
CIO, shall continue the management and implementation of the GDAC and ahtadue to
manage the ongoing enterprise data integration efforts under the GDAC, including CJLEADS
and NC FACTS. The Office of the State CIO, in consultation with OSC, shall develop a plan
for a cooperative transition of the GDAC and all of its programthé Office of the SCIO,
effective July 1, 2014. The plan shall include provisions for a governance structure for GDAC
that includes participation by the State Controller. The plan shall also include milestones for the
transition. The State CIO shall repdhe plan details and any associated costs to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division
by no later than October 1, 2013. The State CIO shall also report on a quarterly basis to the
Joint Legisléive Oversight Committee on Information Technology and the Fiscal Research
Division on progress toward achieving milestones set out in the plan.

SECTION 7.10.(g) Effective July 1, 2014, the GDAC and all of its programs are
hereby transferred to the Officd the SCIO. This transfer shall have all of the elements of a
Type | transfer, as defined in GBI3A-6. The Office of State Budget and Management shall
determine the personnel, property, unexpended balances of appropriations, allocations, or other
funds, including the functions of budgeting and purchasing, to be included in the transfer.
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SECTION 7.10.(h) The purpose of this section is to codify provisions of Section
6A.7A of S.L. 2012142, and to the extent that any provision of that section confliitts
G.S.143B426.38A, as enacted by this act, the provisions of the statute shall be construed to
prevail over any conflicting uncodified provisgn

SECTION 7.10.(i) This section is effective when it becomes law.

STATE INFORMATION TECHNOLOGY DATA ARCH IVING

SECTION 7.11.(a) The State Chief Information Officer (CIO) shall investigate the
feasibility of creating an enterprise data archiving system for State agencies that will (i) allow
for the effective management of data from multiple sources; (ii)igeofor efficient, timely
responses to discovery requests and inyasons; and (iii) ensure reéime State agency
access to and use of archived files. The system shall be financed only by savings accrued as a
result of the project.

SECTION 7.11.(b) By December 1, 2013, the State CIO shall report to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division
on the results of the feasibility assessment.

SECTION 7.11.(c) Subsequent to making the report requirgdtbs section, and
only if the State CIO has developed a business case that is validated by the Office of State
Budget and Management, then the State CIO may initiate the development of an enterprise data
archiving system.

INFORMATION TECHNOLOGY/PRIVACY PROTECTION OF CITIZEN DATA

SECTION 7.12. The Joint Legislative Oversight Committee on Information
Technology (the Committee), in collaboration with the State Chief Information Officer (CIO),
shall study establishing State requirements to safeguard tlsenpérdata of individuals
collected and managed by all branches of State government. The study shall be conducted with
the participation and assistance of agency CIOs selected jointly by the Committee and State
CIO. The Committee may report any legislatp@posals to the 2014 Regular Session of the
2013 General Assembly.

STATE INFORMATION TECHNOLOGY INNOVATION CENTER

SECTION 7.13. The State Chief Information Officer (CIO) may operate a State
Information Technology Innovation Center (Center) to develogp demonstrate technology
solutions with potential benefit to the State and its citizens. The Center may facilitate the
piloting of potential solutions to State technology requirements. In operating the Center, the
State CIO shall ensure that all Statedawles, and policies are followed. Vendor participation
in the Center shall not be construed to (i) create any type of preferred status for vendors or (ii)
abrogate the requirement that the State CIO ensure that agency and statewide requirements for
information technology support (including those for the Office of the State CIO and the Office
of Information Technology Services) are awarded based on a competitive process that follows
information technology procurement guidelines. Beginning July 1, 20&3Stiite CIO shall
report to the Joint Legislative Oversight Committee on Information Technology on a quarterly
basis on initiatives being developed and implemented within the Center, as well as on the
sources and amounts of resources used to support tier Ce

ENTERPRISE GRANTS MANAGEMENT

SECTION 7.14.(a) Effective August 1, 2013, the State Chief Information Officer
(CIO) shall oversee the development and implementation of the enterprise grants management
system. The State CIO shall review progress @nitfplementation of the enterprise grants
management system and update the plan for its development and implementation. This plan
shall include an updated inventory of current agency grants management systems and a detailed
process for consolidating grantsanagement within the State, to include a tilme for
implementation. By October 1, 2013, the State CIO shall provide the updated plan to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division.

SECTION 7.14(b) There is established a Grants Management Oversight
Committee to coordinate the development of an enterprise grants management system. The
Committee shall be chaired by the State Chief Information Officer. Committee membership
shall include the Directoof the Office of State Budget and Management, the State Auditor, the
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Department of Transportation Chief Information Officer, and the State ControHer State
Auditor shall serve as a nonvoting membédre Committee shall:

(2) Establish priorities fomoving agencies to the enterprise system.

(2) Establish priorities for development and implementation of system

capabilities.

(3) Define system requirements.

(4)  Approve plans associated with system development and implementation.

(5) Review costs and appre funding sources for system development and

implementation.

(6) Ensure any system benefits are realistic and realized.

SECTION 7.14.(c) Beginning September 1, 2013, the Office of the State CIO shall
report quarterly to the Joint Legislative Oversiglun@nittee on Information Technology and
the Fiscal Research Division on the status of the system, including the following information:

(1)  Agencies currently participating in the system.

(2) Specific requirements for each agency project included in thesmyst

development.

(3)  Cost and funding sources for each agency participating in the system.

(4)  Status of each agency project included in the system.

(5) Comparison of the status of each project to the project's time line, with an

explanation of any differemes.

(6) Detailed descriptions of milestones completed that quarter and to be

completed the next quarter.

(7)  Any changes in project cost for any participating agency, the reason for the

change, and the source of funding, if there is a cost increase.

(8) Actual project expenditures by agency, to date, and during that quarter.

(9)  Any potential funding shortfall&nd their impact.

(10) Any issues identified during the quarter, with a corrective action plan and a

time line for resolving each issue.

(11) Impect of any issues on schedule or cost.

(12) Any changes to agency projeats,the system as a whole.

(13) Any change requests and their costs.

ENTERPRISE ELECTRONIC FORMS AND DIGITAL SIGNATURES

SECTION 7.15.(a) The State's enterprise electronic forms digital signatures
project shall be transferred from the Office of the State Controller to the Office of the State
Chief Information Officer (CIO) as a Type | transfer, as defined in 343A-6. The State CIO
shall continue the planning, development, amghlementation of a coordinated enterprise
electronic forms and digital signatures capability, as well as the use of digital certificates. As
part of the process, the Office of the State CIO shall include the capability to alletivmene
data entry for mitiple applications.

SECTION 7.15.(b) The State CIO shall continue to integrate executive branch
agencies developing, or identifying the need to develop, electronic forms or digital signatures
projects, or both. The State CIO shall also review existimgtmnic forms and digital
signatures capabilities and develop a plan to consolidate them. The State CIO may consolidate
current agency electronic forms and digital signature capabilities, and cancel ongoing projects,
and may redirect the resources asdediavith the capabilities and projects to the enterprise
electronic forms and digital signatures project. Beginning November 1, 2013, the State CIO
shall submit quarterly reports on the status of the project to the Joint Legislative Oversight
Committee orinformation Technology and the Fiscal Research Division.

VEHICLE MANAGEMENT

SECTION 7.16.(a) The Office of the State Chief Information Officer (CIO) shall
develop an implementation plan for establishing a statewide motor fleet management system.
The planshall consider consolidating individual agency and institution motor fleet management
systems and include an implementation time line, a cost estimate, and a continuing funding
strategy to create and operate a statewide fleet management information teysteich all
State agencies and institutions would be required to provide vehicle identification, utilization,
and direct cost data. In formulating an implementation plan, the Office of the State Chief
Information Officer shall do the following:
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(2) Consut with State agencies that own vehicles.

(2) Review the existing fleet management information systems used by State
agencies.

(3) Examine fleet management information systems used by other state
governments.

4) Determine whether the State should (i) exgpaa fleet management
information system currently used by a State agency for statewide use, (ii)
develop a new Hmouse system, or (iii) purchase a new system from an
outside vendor.

5) Determine fees or other methods to pay the initial and ongoingfoostse
system.

SECTION 7.16.(b) The Office of State Budget and Management shall assist and
advise the Office of the State Chief Information Officer in developing the implementation plan
and work with State agencies and institutions to identify fundiam fcurrent and proposed
projects and applications that could be used to support the development and implementation of
the statewide motor fleet management system. The Office of State Controller shall assist and
advise the Office of the State Chief Infortmea Officer in developing the implementation plan
for the statewide motor fleet management information system, including how the system
interfaces with the statewide accounting system.

SECTION 7.16.(c) Beginning October 1, 2013, the State CIO shall refmthe
Joint Legislative Oversight Committee on Information Technology and the Fiscal Research
Division on the implementation plan for the statewide motor fleet management information
system including progress toward the development of the enterprisamsytbe associated
costs, identified sources of funding, and any issues associated with the project.

SECTION 7.16.(d) The State CIO shall also study the feasibility of implementing
a tracking system for State vehicles, based on recommendations fromoginani Evaluation
Division, and report the results of the study to dleet Legislative Oversight Committee on
Information Technology, the Joint Legislative Program Evaluation Oversight Committee, and
the Fiscal Research Division by November 15, 2013.

SECTION 7.16.(e) Until July 1, 2015, no State or local governmental entity or
officer may procure or operate an unmanned aircraft system or disclose personal information
about any person acquired through the operation of an unmanned aircraft system anless th
State CIO approves an exception specifically granting disclosure, use, or purchase. Any
exceptions to the prohibition in this subsection shall be reported immediately to the Joint
Legislative Oversight Committee on Information Technology and the FigsadRch Division.

The following definitions apply in this section:

(1) "Unmanned aircraft" means an aircraft that is operated without the

possibility of human intervention from within or on the aircratft.

(2)  "Unmanned aircraft system" means an unmannectadirand associated
elements, including communication links and components that control the
unmanned aircraft that are required for the pilot in command to operate
safely and efficiently in the national airspace system.

SECTION 7.16.(f) If the State Chikelnformation Officer determines that there is a
requirement for unmanned aircraft systems for use by State or local agencies, planning may
begin for the possible development, implementation, and operation of an unmanned aircraft
system program within th8tate of North Carolina. This planning effort shall be accomplished
in coordination with the Chief Information Officer for the Department of Transportation and
the DOT Aviation Division Director. If the State CIO decides to plan for an unmanned aircraft
system program, a proposal for the implementation of the program shall be provided by March
1, 2014, to the Joint Legislative Oversight Committee on Information Technology, the Joint
Transportation Legislative Oversight Committee, and the Fiscal ResearcsioDivAt a
minimum, the proposal shall include the following:

Governance structure to include the appropriate use at each level of
government.

(2)  Guidelines for program implementation to include limitations on unmanned
aircraft system use.

3) Potenial participants.

(4)  Costs associated with establishing a program.

(5) Potential sources of funding.
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(6) Issues associated with establishing a program to include limitations on
entities that may already have purchased unmanned aircraft systems.
(7) Recomnendations for legislative proposals.

TAX INFORMATION MANAGEMENT SYSTEM/ADDITIONAL PUBLIC -PRIVATE
PARTNERSHIP AUTHORIZED

SECTION 7.17.(a) Additional PublicPrivate Partnershipi The Secretary of
Revenue may enter into an additional puplitvate arrangment in order to expand the
implementation of the Tax Information Management System (TIMS). All such arrangements
will terminate June 30, 2018. The pubfiovate arrangement may include terms necessary to
implement additional reventacreasing or costavings components if all of the following
conditions are met:

(1) The funding of the project under the arrangement comas frevenue

generated by or castavings resulting from the project.

(2)  The funding of the project is depemi@n increasedevenue ocostsavings
streams that are different from the existing benefits stream for the
implementation of TIMS.

(3) The project involves additional identified initiatives that will be integrated
into the TIMS solution.

SECTION 7.17.(b) Contracts.i Work under an additional publiprivate
arrangement that is authorized by this section may be contracted by requests for proposals,
modifications to the existing contracts, purchases using existing contracts, or other related
contract vehicles.

SECTION 7.17.(c) Management/Performance MeasureméniThe Secretary of
Revenue shall follow the existing model for pukpicvate arrangement oversight and shall
establish a measurement process to deterithie increased revenue or esavings attributed
to the additional pblic-private arrangement authorized by this section. To accomplish this, the
Secretary shall consult subject matter experts in the Department of Revenue, in other
governmental units, and in the private sector, as necessary. At a minimum, the measurement
process shall include all of the following:

(1) Calculation of a revenue baseline against which the increased revenue
attributable to the project is measured and a-lbasis baseline against
which the costavings resulting from the project are measured.

(2)  Periodic evaluation to determine whether the baselines need to be modified
based on significant measurable changes in the economic environment.

(3) Monthly calculatiom of increased revenue and eeatings attributable to
contracts executed under thecgon.

SECTION 7.17.(d) Funding.i Of funds generatedtfom increased revenues or
costsavings, as compared to the baselines established by subdivision (1) of subsection (c) of
this section, in the General Fund, the Highway Fund, and that State portientdriauthorized
Substance Tax collections of the Special Revenue Fund, the sum of up to a total of sixteen
million dollars ($16,000,000) may be authorized by the Office of State Budget and
Management to make purchases related to the implementation addhm®nal publieprivate
arrangement authorized by this section, including payments for services froi8taten
entities.

SECTION 7.17.(e) Internal Costs.i For the 20132015 fiscal biennium the
Department of Revenue may retain an additional sum oft eighion eight hundred
seventyfour thousand three hundred nineteen dollars ($8,874,319) from benefits generated for
the General Fund since the beginning of the pytiicate partnership described under Section
6A.5(a) of S.L. 2011145. These funds shdle used as payment of internal costs for the fiscal
biennium, and such funds are hereby appropriated for this purpose.

SECTION 7.17.(f) Expert Counsel Required.Notwithstanding G.S114-2.3, the
Department of Revenue shall engage the services of @rivatinsel with the pertinent
information technology and computer law expertise to negotiate and review contracts
associated with an additional pubpavate arrangement authorized under this section.

SECTION 7.17.(g) Oversight Committed. The OversighCommittee established
under Section 6A.5(c) of S.L. 204145 shall have the same responsibilities and duties with
respect to an additional publfrivate arrangement authorized by this section as it does with
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respect to publiprivate arrangements to imphent TIMS and the additional Planning and
Design Project (PDP) components.

SECTION 7.17.(h) Reporting. 7 Beginning August 1, 2013, and quarterly
thereafter, the Department of Revenue shall submit detailed written reports to the Chairs of the
House of Repsentatives Appropriations Committee, to the Chairs of the Senate Committee on
Appropriations/Base Budget, to the Joint Legislative Oversight Committee on Information
Technology, and to the Fiscal Research Division of the General Assembly. The report shall
include an explanation of all of the following:

(2) Details of each publiprivate contract.

(2) The benefits from each contract.

(3) A comprehensive forecast of the benefits of using pybiiate agreements

to implement TIMS, the additional PDP compot® and additional
components authorizetdy this section, including coshvings and the
acceleration of the project time line.

(4)  Anyissues associated with the operation of the pytsliate partnership.

SECTION 7.17.(1) Information Technology Proje©versight.i In addition to the
oversight provided by the Oversight Committee established in Section 6A.5(c) of S.L.
2011145, the additional publiprivate arrangement authorized by this section shall be subject
to existing State information technologyoject oversight laws and statutes, and the project
management shall comply with all statutory requirements and other criteria established by the
State Chief Information Officer and the Office of State Budget and Management for
information technology pregts. The State Chief Information Officer and the Office of State
Budget and Management shall immediately report any failure to do so to the Joint Legislative
Oversight Committee on Information Technology, the Chairs of the House of Representatives
and Seate Committees on Appropriations, and the Fiscal Research Division.

SECTION 7.17.(J) Section 6A.5(c) of S.L. 201145, as amended by Section
6A.3(j) of S.L. 2012142, reads as rewritten:

"SECTION 6A.5.(c) There is established within the Department of étexe the Oversight
Committee for reviewing and approving the benefits measurement methodology and
calculation process. The Oversight Committee shall review and approve in writing all contracts,
including change orders, amendments to contracts, and addetalgontracts, before they are
executed under this section. This shall include (i) details of each fpuhlate contract, (ii) the
benefits from each contract, and (iii) a comprehensive forecast of the benefits of using
public-private agreements to ingshent TIMS and the additional PDP components, including
the measurement process established for the Secretary of Revenue. The Oversight Committee
shall approve all of the fund transfers for this project. Within five days of entering into a
contract, the Deartment shall provide copies of each contract and all associated information to
the Joint Legislative Oversight Committee on Information Technology, the Chairs of the House
of Representatives and Senate Committees on Appropriations, and the Fiscal RResearc
Division.

The members of the Committee shall include the following:

(1) The StateBudgetDirectdpirector of the Office of State Budget and

Management;
(2)  The Secretary of the Department of Revenue;

(3) The State Chief Information Officer;

(4)  Two per®ns appointed by the Governor;

(5) One member of the general public having expertise in information
technology appointed by the General Assembly upon the recommendation of
the Speaker of the House of Representatives; and

(6) One member of the general pubtiaving expertise in economic and revenue
forecasting appointed by the General Assembly upon recommendation of the
President Pro Tempore of the Senate.

The State Budget Director shall serve as chair of the Committee. The Committee shall set
its meeting seedule and adopt its rules of operation by majority vote. A majority of the
members constitutes a quorum. Vacancies shall be filled by the appointing authority.
Administrative support staff shall be provided by the Department of Revenue. Members of the
Committee shall receive reimbursements for subsistence and travel expenses as provided by
Chapter 138 of the General Statutes. The Committee shall terminate on June 30, 2018.
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The Department shall provide copies of the minutes of each meeting and all adsociate
information to the Joint Legislative Oversight Committee on Information Technology, the
Chairs of the House of Representatives Appropriations Committee, the Chairs of the Senate
Committee on Appropriations/Base Budget, and the Fiscal Research Division."

USE OF MOBILE COMMUNICATIONS DEVICES

SECTION 7.18.(a) By October 1, 2013, every State agency shall submit to the
Joint Legislative Oversight Committee on Information Technology and the Fiscal Research
Division a copy of the agency policy on the use ofbr® communications devices. This
reporting requirement is continuous such that any time a change is made to an existing policy,
the agency shall submit an update immediately.

SECTION 7.18.(b) Beginning October 1, 2013, each State agency shall submit a
guarterly report to the Joint Legislative Oversight Committee on Information Technology, the
Fiscal Research Division, and the Office of the State Chief Information Officer (CIO) on the
use of mobile electronic communications devices within the agency.epogt rshall include
the following information:

Q) The total number of devices issued by the agency.

(2)  The total cost of mobile devices issued by the agency.

(3) The number and cost of new devices issued since the last report.

(4)  The contracts used tdt@in the devices.

SECTION 7.18.(c) The Office of the State Chief Information Officer shall review
current enterprise, and any individual agency mobile electronic communications contracts, to
develop a plan to consolidate the contracts. By October 1, 204 3Dffice of the State CIO
shall submit a report on progress toward consolidating State agency mobile communications
device contracts to the Joint Legislative Oversight Committee on Information Technology and
the Fiscal Research Division.

SECTION 7.18.d) The Office of the State CIO shall develop a policy for
implementing a "bring your own device" plan for State employees. By September 1, 2013, the
State CIO shall report to the Joint Legislative Oversight Committee on Information Technology
and the Fisal Research Division on how the plan is to be implemented, as well as on potential
issues and costs. Following consultation with the Joint Legislative Oversight Committee on
Information Technology, the State CIO may implement the "bring your own devare" pl

NEXT GENERATION SECURE DRIVER LICENSE SYSTEM

SECTION 7.19.(a) By August 1, 2013, the Chief Information Officer of the
Department of Transportation shall provide a detailed report on the status of the Next
Generation Secure Driver License System (NGSPto the Joint Legislative Oversight
Committee on Information Technology, the Joint Legislative Transportation Oversight
Committee, and the Fiscal Research Division. At a minimum, the report on the NGSDLS shall
include the following information:

(1)  Original project scope, deliverables, and milestones, including descriptions

of any subsequent modifications and basis for each.

(2)  Contractual status and amendments.

3) Initial and current estimated costs for system development, implementation,
and maintenace.

(4) Remaining deliverables and cost to complete by phase.

(5) Any issues, including vendor performance, identified during project
development and implementation and planned corrective actions for each
issue.

(6) Programmatic impacts for Division of Nwr Vehicles driver license
services.

(7)  Requirements and costs to implement a process to allow persons who are
homebound to apply for or renew a special photo identification card, with a
color photo, and similar in size, shape, design, and backgroumdivers
license, by means other than personal appearance.

SECTION 7.19.(b) In the event of any changes in the NGSDLS project status
occurring after submission of the report required by subsection (a) of this section, the Chief
Information Officer of theDepartment of Transportation shall ensure that the Joint Legislative
Oversight Committee on Information Technology, the Joint Legislative Transportation
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Oversight Committee, and the Fiscal Research Division are notified immediately of the
changes.

STATE TITLING AND REGISTRATION SYSTEM/STATE AUTOMATED DRIVER
LICENSE SYSTEM/LIABILITY INSURANCE TRACKING AND ENFORCEMENT
SYSTEM

SECTION 7.20.(a) The Chief Information Officer of the Department of
Transportation shall continue the replacement of the State griélimd Registration System
(STARS), the State Automated Driver License System (SADLS), and the Liability Insurance
Tracking and Enforcement System (LITES).

SECTION 7.20.(b) By August 1, 2013, and quarterly thereafter, the Chief
Information Officer of the Bpartment of Transportation shall report to the Joint Legislative
Oversight Committee on Information Technology, the Joint Legislative Transportation
Oversight Committee, and the Fiscal Research Division on the status of each of the projects
listed in subsction (a) of this section. At a minimum, the report shall include the following
information for each project:

(2) Project scope, milestones, and anticipated business process improvements.

(2) Estimated development, implementation, and maintenance costs.

3) Project status, including any modifications to the project scope or revisions

to baseline cost estimates.

4) Project accomplishments and changes in status for the previous quarter.

(5)  Actual costs incurred, by purpose and funding source, for theopievi

quarter.

(6) Remaining cost to complete by project phase for the next two fiscal years.

(7)  Any issues, including vendor performance, identified during project

development and implementation and planned corrective actions.

GDAC/LOCAL GOVERNMENTS/OPTIO NAL COLLECTION AGREEMENTS

SECTION 7.21.(a) A city or county may enter into an interagency agreement with
the Department of Revenue and the Government Data Analytics Center (GDAC) to manage the
collection of outstanding unpaid parking fines and penalfibs. scope and manner of such
collections services shall be determined by the agreemertdunty or city that exercises the
option to enter into such an arrangement may agree to the following, which are required terms
in the agreement with the DepartmehRevenue and the GDAC:

(1)  That the city or county agrees to:

a. Comply with State and federal law regaglimata sharing, as
appropriate.

b. Provide for technical and business resources to support the analytics
development.

C. Provide for timely and regmsive access to complete and accurate

data, business rules, policies, and technical support.

(2) That the GDAC be given access to all required information necessary to
develop and support analytics allowing the identification of the owners of
vehicles wih associated unpaid parking fines and penalties.

SECTION 7.21.(b) In carrying out the purposes of this section and the agreements

made under its provisions, the State Controller and the GDAC shall:

(2) Ensure the security, integrity, and privacy of théadiaa accordance with
State and federal law and as may be required by contract.

(2) Leverage enterprise data sources, as allowed by State and federal law, and
GDAC governance agreements, to provide analytics to integrate and match
data to identify owner formation associated with vehicles with unpaid
parking fines and penalties.

3) Provide access to analytics reporting and information to the participating city
or municipality and the Department of Revenue.

4) Provide data to the Department of Revenueuf® in the withholding of tax
refunds of persons that have unpaid parking fines and penalties.

SECTION 7.21.(c) The Department of Transportation, Division of Motor Vehicles,

shall provide the GDAC with access to historical and current information rdgoinelentify
owners associated with vehicles with unpaid parking fines and penalties.
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SECTION 7.21.(d) The Department of Revenue shall (i) receive data from the
GDAC associated with persons that have unpaid parking fines and penalties; (ii) withhold tax
refunds for the purpose of the collection of those fines and penalties as allowed by law; and (iii)
from the withholdings, pay to the appropriate city or county the amounts due.

SECTION 7.21.(e) Any fee imposed by the Department of Revenue or the GDAC
to cover the administrative costs of withholding for the collection of unpaid parking fines and
penalties shall be borne by the city or county and shall be negotiated as part of the agreements
authorized by this section.

STATE PORTAL

SECTION 7.22. The StateChief Information Officer (SCIO) shall develop a plan
to implement an electronic portal that makes obtaining information, conducting online
transactions, and communicating with State agencies more convenient for members of the
public. The SCIO shall repbto the Joint Legislative Oversight Committee on Information
Technology on the details of the plan prior to implementation. The plan shall contain all of the
following:

(1) A detailed description for development and implementation of the portal, to
include a list of anticipated applications to be implemented during the State
fiscal years of 201-2017.

(2) A description of how the portal will be implemented, including the use of
outside vendors, detailed information on vendor participation, and potential
caosts.

3) Detailed information on the anticipated total cost of ownership of the portal
and any applications proposed for implementation during the State fiscal
years of 2012017, including the amount of any payments to be made to
any vendors supporting @éhproject for each application and the portal as a
whole.

(4) A funding model that limits the costs to the State.

(5) If outsourced, a detailed, fully executable plan to return portal operations to
the State, with associated costs and a detailed andigsiddmonstrates that
it is more coseffective to use a vendor than to develop an application
internally.

(6) A provision requiring that any fees to support the operation of the portal
must be authorized by the General Assembly.

PART VIII. PUBLIC SC HOOLS

FUNDS FOR CHILDREN WITH DISABILITIES

SECTION 8.1. The State Board of Education shall allocate additional funds for
children with disabilities on the basis of three thousand seven hundredhi@gydollars and
forty-eight cents ($3,743.48) per childa¢h local school administrative unit shall receive funds
for the lesser of (i) all children who are identified as children with disabilities or (ii) twelve and
onehalf percent (12.5%) of its 204214 allocated average daily membership in the local
schooladministrative unit. The dollar amounts allocated under this section for children with
disabilities shall also adjust in accordance with legislative salary increments, retirement rate
adjustments, and health benefit adjustments for personnel who sddverchiith disabilities.

FUNDS FOR ACADEMICALLY GIFTED CHILDREN

SECTION 8.2. The State Board of Education shall allocate additional funds for
academically or intellectually gifted children on the basis of one thousand two hundred
thirty-three dollars andne cent ($1,233.01) per child for fiscal year 2@034 and 201£2015.
A local school administrative unit shall receive funds for a maximum of four percent (4%) of
its 20132014 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 adjust in
accordance with legislative salary increments, retirement rate adjustrardtiealth benefit
adjustments for personnel who serve academically or intellectually gifted children.

USE OF SUPPLEMENTAL FUNDING IN LOW -WEALTH COUNTIES
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SECTION 8.3.(a) Use of Funds for Supplemental FundiigAll funds received
pursuant to this sectn 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 (&ldoy
supplements for instructional personnel and instructional support personnel. Local boards of
education are encouraged to use at least twiergypercent (25%) of the funds received
pursuant to this section to improve the academic performancelafechwho are performing
at Level | or Il on either reading or mathematics -efigrade tests in grades three through
eight.

SECTION 8.3.(b) Definitions.i As used in this section, the following definitions
apply:

(1) "Anticipated county property tax remue availability" means the
countyadjusted property tax base multiplied by the effective State average
tax rate.

(2) "Anticipated total county revenue availability" means 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.

C. Sales tax hold harmless reimbursement received by the county under
G.S.105521.
d. Fines and forfeitures deposited in the county school fund for the most

recent year for which data are available.

(3) "Anticipated total county revenue availability per student” means the
anticipated total county revenue availability for the coutityded by the
average daily membership of the county.

(4) "Anticipated State average revenue availability per student” means the sum
of all anticipated total county revenue availability divided by the average
daily membership for the State.

(5)  "Average @ily membership" means 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 mendbgp of that county includes all
students who reside within the county and attend that local school
administrative unit.

(6)  "Countyadjusted property tax base" shall be computed as follows:

a. Subtract the presentse value of agricultural land, horticudél land,
and forestland in the county, as defined in GQ&-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 assessmenstratioes.
C. Add to the resulting amount the following:
1. Preseruse value of agricultural land, horticultural land, and
forestland, as defined in G.805277.2.
2. Value of property of public service companies, determined in
accordance with Article 2®f Chapter 105 of the General
Statutes.
3. Personal property value for the county.

(7)  "Countyadjusted property tax base per square mile" means the
countyadjusted property tax base divided by the number of square miles of
land area in the county.

(8) "County wealth as a percentage of State average wealth" shall be 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 fivetenths.

b. Compute thepercentage that the anticipated total county revenue
availability per student is of the anticipated State average revenue
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availability per student and weight the resulting percentage by a
factor of fourtenths.
C. Compute the percentage that the cotadpsted property tax base
per square mile is of the Steddjusted property tax base per square
mile and weight the resulting percentage by a factor oftemid.
d. Add the three weighted percentages to derive the county wealth as a
percentage of the Stadwerage wealth.
(9) "Effective county tax rate" means the actual county tax rate multiplied by a
weighted average of the three most recent annual sales assessment ratio
studies.
(10) "Effective State average tax rate" means the average of effective ¢aunty
rates for all counties.
(11) "Local current expense funds" means the most recent 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.315G447.
(12) "Per capita income" means 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” means sales assessment ratio studies
performed by the Department of Revenue under 805289(h).
(14) "Stak average current expense appropriations per student” means 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 Governnmtgdommission pursuant to G.515G447.
(15) "State average adjusted property tax base per square mile" means the sum of
the countyadjusted property tax bases for all counties divided by the
number of square miles of land area in the State.
(16) "Supplant means 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” means the weighted average of the three most recerdl @ales
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 assessmieratio 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 8.3.(c) Eligibility for Funds.i 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 wesalh a
percentage of the State average wealth is less than one hundred percent (100%).

SECTION 8.3.(d) Allocation of Fundsi 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 currerénsepappropriations 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 gpatons 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
memberstp 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.
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SECTION 8.3.(e) Formula for Distribution of Supplemental Funding Pursuant to
This Section Only.i The formula in this section is solely a basis for distribution of
supplemental funding for lowvealth counties and is not intended to reflect anysmesaof 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 lowealth counties.

SECTION 8.3.(f) Minimum Effort Requiredi A county that (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
appropriaton 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 &fendde
fund public schools shall receive full funding under this section. 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 approprigiemstudent 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 peudent 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 8.3.(g) Nonsupplant Requiremerit.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 t281213
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 usedftimels 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 lss than ninetyive percent (95%) of the average of local
expenditures per student for the three prior fiscal years.

(2)  The county cannot show (i) that it has remedied the deficiency in funding or
(i) that extraordinary circumstances caused the countgupplant 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 8.3.(h) Counties Containing a Base of the Armed Forces.
Notwithstandng any other provision of this section, for the 2@035 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 studesitall receive the same amount of supplemental
funding for lowrwealth counties as received in the 221 3 fiscal year.

SECTION 8.3.(i) Funds for EVAAS Datai Notwithstanding the requirements of
subsection (a) of this section, local school administrative units may utilize funds allocated
under thissection to purchase services that allow for extraction of data from the Education
Value-Added Assessment System (EVAAS).

SECTION 8.3.(j) Reportsi For the 20132015 fiscal biennium, the State Board of
Education shall report to the Fiscal Research Diwigiwior to May 1 of each year if it
determines that counties have supplanted funds.

SECTION 8.3.(k) Department of Revenue RepoiitsThe Department of Revenue
shall provide to the Department of Public Instruction a preliminary report for the current fisca
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 ¢dl(retd property, (ii) the portion of
total real property represented by the preseset value of agricultural land, horticultural land,
and forestland, as defined in G1®5277.2, (iii) property of public service companies
determined in accordance withrticle 23 of Chapter 105 of the General Statutes, and (iv)
personal property.

SMALL SCH OOL SYSTEM SUPPLEMENTAL FUNDING
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SECTION 8.4.(a) Funds for Small School Systems for the 2@034 Fiscal Year.

T Except as provided in subsection (g) of this sectibr, State Board of Education shall
allocate funds appropriated for small school system supplemental funding for the@e13
fiscal year (i) to each county school administrative unit with an average daily membership of
fewer than 3,175 students and (i) each county school administrative unit with an average
daily membership from 3,175 to 4,000 students if the county in which the local school
administrative unit is located has a couatijusted property tax base per student that is below
the Stateadjuged property tax base per student and if the total average daily membership of all
local school administrative units located within the county is from 3,239 to 4,080 students. The
allocation formula shall do all of the following:

(2) Round all fractions opositions to the next whole position.

(2) Provide five and ondalf additional regular classroom teachers in counties
in which the average daily membership per square mile is greater than four
and provide seven additional regular classroom teachers mie€sun which
the average daily membership per square mile is four or fewer.

3) Provide additional program enhancement teachers adequate to offer the
standard course of study.

(4) Change the dutfree period allocation to one teacher assistant per 400
average daily membership.

5) Provide a base for the consolidated funds allotment of at least seven hundred
seventeen thousand three hundred sixty dollaf&l1B60, excluding
textbooks, for the 2023014 fiscal year.

(6)  Allot vocational education funds fa@rade six as well as for grades seven
through 12. If funds appropriated for each fiscal year for small school
system supplemental funding are not adequate to fully fund the program, the
State Board of Education shall reduce the amount allocated to eawty c
school administrative unit on a pro rata basis. This formula is solely a basis
for distribution of supplemental funding for certain county school
administrative units and is not intended to reflect any measure of the
adequacy of the educational pragr or funding for public schools. The
formula also is not intended to reflect any commitment by the General
Assembly to appropriate any additional supplemental funds for such county
administrative units.

SECTION 8.4.(b) PhaseOut Provisions forite 20132014 Fiscal Yeari If a local

school administrative unit becomes ineligible for funding under the formula in subsection (a) of
this section in the 2013014 fiscal year because of (i) an increase in the population of the
county in which the local school histrative unit is located or (i) an increase in the
countyadjusted property tax base per student of the county in which the local school
administrative unit is located, funding for that unit shall be continued for the ZlI¥Bfiscal

year.

SECTION 8.4.(c) Eligibility for Funds for Small School Systems for the
20142015 Fiscal Yeari For the 2014015 fiscal year, if the total average daily membership
of all local school administrative units located in the county is less than 3,200, the county
school administrative unit within that county shall be eligible for small school system
supplemental funding.

SECTION 8.4.(d) Allotment Formula for the 2032015 Fiscal Yeari Except as
otherwise provided in subsection (g) of this section, for the -201% fiscal year, each eligible
county school administrative unit shall receive a dollar allotment equal to the product of the

following:
(1) A per student funding factor, equal to the product of the following:

a. One, minus the local school administrative und\serage daily
membership divided by the maximum small school system average
daily membership.

b. The maximum small school system dollars per student.

(2)  The average daily membership of the eligible county school administrative
unit.

SECTION 8.4.(e) Phag-Out Provisions for the 2012015 Fiscal Yeaii. If a local
school administrative unit becomes ineligible for funding under the formula in subsection (d) of
this section in the 2012015 fiscal year, funding for that unit shall be phased out over a
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five-year period. Funding for such local administrative units shall be reduced in equal
increments in each of the five years after the local administrative unit becomes ineligible.
Funding shall be eliminated in the fifth fiscal year after the local admatiia unit becomes
ineligible.

Allotments for eligible local school administrative units shall not be reduced by
more than twenty percent (20%) of the amount received in fiscal year2PA#3in any fiscal
year.

SECTION 8.4.(f) Maximum Allotments for the 20%2015 Fiscal Yeari For the
20142015 fiscal year, the maximum small school system dollars per student shall be two
thousand ninetyour dollars ($2,094).

SECTION 8.4.(g) Nonsupplant Requirement for the 262315 Fiscal Bienniuni.

A county in which adcal 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 202815 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 fuhdspinor 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 ninefjve percent (95%) of the average dtdcal
expenditures per student for the three prior fiscal years.

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

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

this subsection.

SECTION 8.4.(h) Definitions.T As used in this section, the following definitions
apply for the 2012014 fiscal year:

(1)  "Averagedaily membership" means within two percent (2%) of the average

daily membership as defined in the North Carolina Public Schools Allotment
Policy Manual adopted by the State Board of Education.

(2)  "Countyadjusted property tax base per student” meandotia assessed
property valuation for each county, adjusted using a weighted average of the
three most recent annual sales assessment ratio studies, divided by the total
number of students in average daily membership who reside within the
county.

3 "Sales assessment ratio studies” means sales assessment ratio studies
performed by the Department of Revenue under 805289(h).

4 "Stateadjusted property tax base per student” means the sum of all
countyadjusted property tax bases divided by the tatatlver of students in
average daily membership who reside within the State.

) "Weighted average of the three most recent annual sales assessment ratio
studies” means the weighted average of the three most recent annual sales
assessment ratio studies iretmost 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 tofdhmeost recent sales
assessment ratios shall be used. If property has been revalued during the year
of the most recent sales assessment ratio study, the sales assessment ratio for
the year of revaluation shall be used.

SECTION 8.4.() Reportsi For the20132015 fiscal biennium, the State Board of
Education shall report to the Fiscal Research Division prior to May 1 of each fiscal year if it
determines that counties have supplanted funds.

SECTION 8.4.(J) Use of Fundsi Local boards of education areceniraged 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 endf-grade tests in grades three throegght.
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Local school administrative units may also utilize funds allocated under this section
to purchase services that allow for extraction of data from the Education -Addlesl
Assessment System (EVAAS).

DISADVANTAGED STUDENT SUPPLEMENTAL FUNDING (DSSF)

SECTION 8.5.(a) Funds appropriated for disadvantaged student supplemental
funding shall be used, consistent with the policies and procedures adopted by the State Board of
Education, only to:

(2) Provide instructional positions or instructional suppoosifpons and/or

professional development;

(2) Provide intensive wschool and/or afteschool remediation;

3) Purchase diagnostic software and prograssitoring tools; and

4) Provide funds for teacher bonuses and supplements. The State Board of
Educaton 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 ValueAdded Assessment System (EVAAS) in order to providdepth 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 theteesttiof
children and for professional development for their teachers and administrators.

SECTION 8.5.(b) Funds appropriated to a local school administrative unit for
disadvantaged student supplemental funding (DSSF) shall be allotted based on (ij'she un
eligible DSSF population and (ii) the difference between a tedofstudent ratio of 1:21 and
the following teacheto-student ratios:

(2) 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
20052006, a ratio of 1:16. These local school administrative units shall
receive no less than the DSSF amount allotted in fiscal yearZlIDG

For the purpose of this subsection,altle shall be calculated under the lovealth
supplemental formula as provided for in this act.

SECTION 8.5.(c) If a local school administrative unit's wealth increases to a level
that adversely affects the unit's disadvantaged student supplementagf(ID8fBF) allotment
ratio, the DSSF allotment for that unit shall be maintained at the prior year level for one
additional fiscal year.

BUDGET REDUCTIONS/DEPARTMENT OF PUBLIC INSTRUCTION

SECTION 8.6. Notwithstanding G.S143G6-4, the Department of Public
Instruction may, after consultation with the Office of State Budget and Management and the
Fiscal Research Division, reorganize, if necessary, to implement the budget reductions set out
in this act. Consultation shall occur prior to requesting budgetady personnel changes
through the budget revision process. The Department shall provide a current organization chart
in the consultation process and shall report to the Joint Legislative Commission on
Governmental Operations on any reorganization.

LITIGATI ON RESERVE FUNDS

SECTION 8.7. The State Board of Education may expend up to five hundred
thousand dollars ($500,000) each year for the Z3! and 20142015 fiscal years from
unexpended funds for licensed employees' salaries to pay expenses reiatgdion |

UNIFORM EDUCATION REPORTING SYSTEM (UERS) FUNDS

SECTION 8.8.(a) Funds appropriated for the Uniform Education Reporting
System (UERS) shall not revert at the end of the 2B fiscal year. Funds appropriated for
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UERS for the 2012015 fiscalbiennium shall not revert at the end of each fiscal year but shall
remain available until expended.
SECTION 8.8.(b) This section becomes effective June 30, 2013.

REVISE NC VIRTUAL PUBLIC SCHOOLS (NCVPS) COST CALCULATION DATE

SECTION 8.9.(a) Section 7.2(d)(6) of S.L. 2011145 is repealed.

SECTION 8.9.(b) In implementing the allotment formula for the North Carolina
Virtual Public Schools (NCVPS) program, the State Board of Education shall calculate, no later
than February 28 of each year, the actudturtional cost for each local school administrative
unit and charter school based upon actual NCVPS enrollment as of that date.

NC CENTER FOR THE ADVANCEMENT OF TEACHING

SECTION 8.10. It is the intent of the General Assembly to systematically review
theNorth Carolina Center for the Advancement of Teaching (NCCAT). This review is intended
to assist the General Assembly in determining whether to continue, reduce, or eliminate
funding for the program. NCCAT shall report the following information to thedFiResearch
Division no later than February 1, 2014:

(1) A description of the program'’s mission, goals, and objectives.

(2)  An examination of the program's governance structure and an assessment of
whether the existing governance structure adequatelyodsphe program's
mission, goals, and objectives.

(3) The extent to which NCCAT's fund, agency, division, and program
objectives complement General Assembly policies in the areas of digital
learning and early grades literacy.

4) Performance measures fdetermining whether the program is meeting its
mission, goals, and objectives.

5) Recommendations for statutory, budgetary, or administrative changes
needed to improve the efficiency and effectiveness of the program.

SCHOOL BUS REPLACEMENT
SECTION 8.11.@) G.S.115G249 reads as rewritten:
"8 115G249. Purchase and maintenance of school buses, materials and supplies.

(&) To the extent that the funds shall be made available to it for such purpose, a local
board of education is authorized to purchase fiiome to time such additional school buses and
service vehicles or replacements for school buses and service vehicles, as may be deemed by
such board to be necessary for the safe and efficient transportation of pupils enrolled in the
schools within such lal school administrative unit. Any school bus so purchased shall be
constructed and equipped as prescribed by the provisions of this Article and by the regulations
of the State Board of Education issued pursuant thereto. Any school bus so purchased that i
capable of operating on diesel fuel shall be capable of operating on diesel fuel with a minimum
biodiesel concentration of-BO, as defined in G.34358.4. At least two percent (2%) of the
total volume of fuel purchased annually by local school distetatewide for use in school bus
diesel engine motor vehicles shall be biodiesel fuel of a minimum blene6f ® the extent
that biodiesel blend is available and compatible with the technology of the vehicles or
equipment used.

(b)  The taxlevying auhorities of any county are hereby authorized to make provision
from time to time in the capital outlay budget of the county for the purchase of such school
buses or service vehicles.

(c) Any funds appropriated from time to time by the General Assembiyéopurchase
of school buses or service vehicles shall be allocated by the State Board of Education to the
respective local boards of education in accordance with the requirements of such boards as
determined by the State Board of Education, and therestpalhbe paid over to the respective
local boards of education in accordance with such allocation.

(cl) In determining which school buses in the statewide fleet are to be replaced with
State funds in a given yedhe State Board of Education shajlive hghest priority to safety
concerns.

A bus is eligible for replacement with State furidsed on its age and mileaghen it is
either20 years old by model year bas been operated 850,000 milesexcept as follows
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(1) A bus that has been operated liess tharnl50,000 miles is not eligible for
replacementegardless of its model year.

(2) A bus that is less than 15 years dig model yearis not eligible for
replacement untihe bushas been operated 800,000 miles

(c2) The State Board of Educati mayauthorize the replacemeott up to 30 buses each
year dueto safety concernsegarding the busr mechanical or structural problems tiaaguld
placean undue burden amlocal school administrative unit

(c3) A local schooladministrativeunit shall receive an incentive gaent of two
thousand dollars ($2,00@} the beginning of each school yéar eachbusthat it continues to
operatealthough tle busis eligble for replacementintil the bus is 23 years old by model year.
Thelocal school admiitrative unit may use thesenusfundsfor the additional maintemce
costs ofoperating buses with higher mileage or for any other school purpose.

(d) The title to any additional or replacement school bus or service vehicle purchased
pursuant to the praesions of this section, shall be taken in the name of the board of education
of such local school administrative unit, and such bus shall in all respects be maintained and
operated pursuant to the provisions of this Article in the same manner as anpudther
school bus.

(e) It shall be the duty of the county board of education to provide adequate buildings
and equipment for the storage and maintenance of all school buses and service vehicles owned
or operated by the board of education of any local dcaministrative unit in such county. It
shall be the duty of the tdrvying authorities of such county to provide in its capital outlay
budget for the construction or acquisition of such buildings and equipment as may be required
for this purpose.

() In the event of the damage or destruction of any school bus or service vehicle by
fire, collision, or otherwise, the board of education of the local school administrative unit which
shall own or operate such bus or service vehicle may apply to the StatedB@&atucation for
funds with which to replace it. If the State Board of Education finds that such bus or service
vehicle has been destroyed or damaged to the extent that it cannot be made suitable for further
use, and if the State Board of Education finkiat the replacement of such bus or service
vehicle is necessary in order to enable such local school administrative unit to operate properly
its school bus transportation system, the State Board of Education shall allot to the board of
education of suchlocal school administrative unit from the funds now held by the State Board
of Education for the replacement of school buses or service vehicles, or from funds hereafter
appropriated by the General Assembly for that purpose, a sum sufficient to puramase a
school bus or service vehicle to be used as a replacement for such damaged or destroyed bus or
service vehicle and upon such allocation such sum shall be paid over to or for the account of
the board of education of such local school administrativefamguch purpose.

(9) Repealed by Session Laws 20D87, s. 3, effective for a local school administrative
unit when the unit is certified as beingFEocurement compliant, or April 1, 2004, whichever
occurs first.

(n)  Appropriations by the General Asseinlior the purchase of public school buses
shall not revert to the General Fund. Any unexpended portion of those appropriations shall at
the end of each fiscal year be transferred to a reserve account and be held, together with any
other funds appropriatddr the purpose, for the purchase of public school buses."

SECTION 8.11.(b) For the 20132015 fiscal biennium only, State funds shall be
used, at the request of the local school administrative unit, to replace (i) all buses that are 20
years old by modefear and (ii) all other buses eligible for replacement under 13585249,
as rewritten by subsection (a) of this section.

EVAAS SCHOOL PERFORMANCE GRADES

SECTION 8.13. The State Board of Education shall not be subject to the
requirements of Section7{c) of this act for the development of school performance scores and
grades in accordance with GIR.5G12(9)c1.

LEA BUDGETARY FLEXIBILITY

SECTION 8.14. G.S.115G105.25 reads as rewritten:
"8 115G 105.25. Budget flexibility.
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(@) Consistent with imprang student performance, a local board shall provide
maximum flexibility to schools in the use of funds to enable the schools to accomplish their

goals.

(b) Subject to the following limitations, local boards of education may transfer and may
approve trarfers of funds between funding allotment categories:

(1a)

Funds fo'r children with disabilities, career and technical education, and other

3)

purposes may be transferred only germitted by federal law and the
conditions of federal gran as provided through any rules that the State
Board of Educatloradoptsto ensure compllanomth federal requlations

tional
ent.
No funds shall be transferred into the central offideninistratiomallotment
category.

(5a)

(5b)

90fy
Positions allocated for classroom teachers may be converted to dollar
equivalents to contract for visiting international exchange teachers. These
positions shall be converted the statewide average salary for classroom
teachers, including benefits. The converted funds shall be used only to cover
the costs associated with bringing visiting international exchange teachers to
the local school administrative unit through a Stgproved visiting
international exchange teacher program and supporting the visiting exchange
teachers.
Except as provided in subdivision (5a) of thigsection, psitions allocated

(5¢)

for classroom teachers and instructional support personnel may \wrteoh

to dollar equivalent$or any purpose authorized Ilye policies of the tate
Board of EducationThese positions shall be converted at the salary on the
first step of thé'A" Teachers Salary Schedufeertified position allotments
shall not be trasferredto dollars to hire the same type of position.

Funds allocated for school building administratinay be convertetbr any
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funds related to principal positions, the salaansferred shall be based on
the first step of the Principal Il 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 Scheckrgfied
position allotmentshall not be transferred dollars to hire the same type of

9

S.
(10) Funds to carry out the elements of the Excellent Public Schoolth&icire

contained in Section 7Adf S.L. 2012142 shall not be transferred.

(c) Toensureghat parentseducabrs and the general public are informed on how State
funds have beemused to addredscal educationabpriorities, each local school administrative
unit shall publishthe following information orits Web site byOctober 15f each year

(1) A descriptionof each program report coderitten in plain Englishand a
summary of the prior fiscal yearexpenditure of State fundgthin each
program report code.

(2) A description of each object coadthin a program report codevritten in
plain English and asummary of the prior fiscal yearexpenditure of State
fundsfor eachobject code.

(3) A descriptionof each allotment transfer thaincreasd or decreasg the
initial allotmentamountby more tharfive percent $%) and the educational
priorities thatheessitatedhe transfef.

RESIDENTIAL SCHOOLS

SECTION 8.15.(a) The Department of Public Instruction shall not transfer any
schootbased personnel from the State's residential schools to central office administrative
positions.

SECTION 8.15.(b) Notwithstanding G.S146-30 or any other provision of law, the
Department of Public Instruction shall retain all proceeds generated from the rental of building
space on the residential school campuses. The Department of Public Instruction shall use all
receipts gemated from these leases to staff and operate the North Carolina School for the
Deaf, the Eastern North Carolina School for the Deaf, and the Governor Morehead School.
These receipts shall not be used to support administrative functions within the Departmen

EXCELLENT PUBLIC SCHOOLS ACT/SUMMER READING CAMPS

SECTION 8.16. Funds appropriated for the 262815 fiscal biennium for summer
reading camps as defined in G135G83.3(9) shall not revert at the end of each fiscal year but
shall remain available sihexpended.

PARTICIPATION IN COMMUNITIES IN SCHOOLS LEARNING INITIATIVE

SECTION 8.17.(a) The purpose of the Harvard University Reads for Summer
Learning Initiative, which is conducted in concert with Communities In Schools of North
Carolina, Inc. (CISIL), is to help atisk children in grades two through four read at grade level
by the fourth grade and to maintain their reading competency. Students who are enrolled in this
initiative shall be exempt from mandatory retention requirements set out il 15G&83.7 and
G.S.115G238.29F. Any student participating in this initiative and in need of more intensive
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intervention shall, however, be placed in a summer reading program as determined by the local
school administrative unit and as approved by thal'sharent or guardian.

SECTION 8.17.(b) CISNC shall report to the Joint Legislative Education
Oversight Committee on the initiative by November 1, 2015. This report shall include reading
competency outcome data for all participating students.

SECTION 8.17.(c) Subsection (a) of this section expires at the end of the
20142015 school year.

INSTRUCTIONAL IMPROVEMENT SYSTEM

SECTION 8.18.(a) It is the intent of the General Assembly that the optional
portions of the Home Base Instructional Improvement Systggstem) shall be
receiptsupported. The State Board of Education shall establish a cost not to exceed four dollars
($4.00) per average daily membership for local school administrative units and charter schools
that elect to participate in the optionalrpons of the System. A local school administrative
unit or charter school may identify budget reductions to State Public School Fund allotments to
cover the required payment.

SECTION 8.18.(b) If funds collected pursuant to subsection (a) of this seetien
not sufficient to cover the cost of the optional portions of the System, the State Board of
Education may use funds appropriated to the Department of Public Instruction or State Aid for
Public Schools for this purpose.

SECTION 8.18.(c) If funds colle¢ed pursuant to subsection (a) of this section
exceed the cost of the optional portions of the System, such funds shall not revert and shall be
used to reduce the pstudent cost in the subsequent fiscal years.

SECTION 8.18.(d) This section becomes eftee July 1, 2014.

STUDY OF GPA CALCULATIONS

SECTION 8.19. The Joint Legislative Education Oversight Committee shall study
the State Board of Education’s policy on calculating the weighted grade point average and class
rank on high school transcripts, pegially the proper weights for courses taken through
community colleges, independent colleges, and universities. The Committee shall report the
results of its study to the General Assembly prior to the convening of tHeR&flilar Session
of the2013Gereral Assembly.

REGIONAL SCHOOL BOARDS

SECTION 8.20. G.S.115G238.63(a) reads as rewritten:

"(@) Appointment.i A board of directors for a regional school shall consist of the
following members. Appointed members of the board of directors shall beesefecttheir
interest in and commitment to the importance of public education to regional economic
development and to the purposes of the regional school.

(2) Local boards of educatiori. Each participating unit shall appoint one
member to the board of éictors from among the membership of the local
board of education. Members appointed by local boards of education shall
serve terms of four years.

(2)  Local superintendentsi The local superintendent of the local school
administrative unit identified as ¢hfinance agent for the regional school
shall serve as an ex officio member of the board of directors. One additional
superintendent shall be selected from among the superintendents of the
participating units by those superintendents. The additional stgedient
shall serve an initial term of two years. Subsequent appointees shall serve a
term of four years.

3) Eeene«mm—deveiepmeni—#e@erBusmesscommumtv i_The Ecenemic
region
board of diectors forthe chamber of commeroef the count/ in WhICh the
regional school idecatedlocated,in consultation with the North Carolina
Economic Developers Associati,oshall appointat leastthree members as
representatives of the business commuryleast fifty percent (50%) of
the members of the board of directds the regional schooshall be
representatives of the business commuajiypointed in accordance with this
subdivision At least one of the appointees shall be a resident of the county
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(4)

(5)

in which the regional school is located. The appointees shall serve an initial
term of two years. Subsequent appointees shall serve a term of four years.
Parent Advisory Councili The Parent Advisory Council established by
G.S.115G238.69 shall appat a member to the board of directors from
among the Council membership. The member appointed by the Council shall
serve a term of four years or until the child of the parent no longer attends
the regional school.

Higher education partners.Any institution of higher education partner may
appoint a representative of the institution of higher education to serve as an
ex officio member of the board of directors."

TEACH FOR AMERICA EXPANSION AND NC TEACHER CORPS

SECTION 8.21.(a) Teach for America, Inq.TFA), shall use a portion of the funds
available to it for the 2022015 fiscal biennium to recruit, train, support, and retain teachers to
work in the North Carolina public schools. TFA shall leverage State funds to raise additional
funding to achieve #purposes set out in this section and shall expand its current programs and
initiate new programs as follows:
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(1)

(2)
3)

(4)

TFA shall establish a program in the Piedmont Triad region (the area within

and surrounding the three major cities of Greensboro, Wirsaem, and

High Point) and expand its current program in the southeast region of the

State. TFA shall establish the following goals for the number of teacher

candidates accepted to these programs:

a. In the Piedmont Triad region, at least 50 candidates witiobei
recruited in the 2032014 school year to begin teaching in the
20142015 school year.

b. In the southeast region of the State, at least 50 candidates to begin
teaching in the 2023014 school year.
C. Combined for the southeast and northeast regbtise State, a total

of at least 175 candidates beginning with the 22084 school year.
TFA shall develop and establish a new program, Teach Back Home, to
increase the recruitment of candidates who are residents of North Carolina.
TFA shall deelop and establish two new programs, Teach Beyond Two and
Make it Home, to increase the number of candidates who remain working in
North Carolina public schools beyond their initial tyear TFA
commitment by developing innovative strategies to work wibth bTFA
participants and local school administrators and board of education members
to extend the service commitment of TFA participants.
TFA shall increase targeted recruitment efforts of candidates who are (i)
working in areas related to STEM eduoati (i) mid-career level and lateral
entry industry professionals, and (iii) veterans of the United States Armed
Forces.

SECTION 8.21.(b) By March 1, 2014, and by January 1, 2015, and annually
thereafter, TFA shall report to the Joint Legislative Edocatbversight Committee on the
operation of its programs under subsection (a) of this section, including at least all of the
following information:

(1)
(2)

(3)
(4)

()

The total number of applications received nationally from candidates
seeking participation in the program

The total number of applications received from candidates who are residents
of North Carolina and information on the source of these candidates,
including the number of (i) recent college graduates and the higher
institution the candidates attenddd) mid-career level and lateral entry
industry professionals, and (iii) veterans of the United States Armed Forces.
The total number of North Carolina candidates accepted by TFA.

The total number of accepted candidates placed in North Caralohagling

the number of accepted candidates who are residents of North Carolina.

The regions in which accepted candidates have been placed, the number of
candidates in each region, and the number of students impacted by
placement in those regions.
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(6) Success of recruitment efforts, including the Teach Back Home program and
targeting of candidates who are (i) working in areas related to STEM
education, (ii) migcareer level and lateral entry industry professionals, and
(ii) veterans of the United Statésmed Forces.

(7) Success of retention efforts, including the Teach Beyond Two and Make it
Home programs, and the percentage of accepted candidates working in their
placement communities beyond the initial TFA ty@ar commitment period
and the number ofyears those candidates teach beyond the initial
commitment.

(8) A financial accounting of how the State funds appropriated to TFA were
expended in the previous year, including at least the following information:

a. Funds expended by region of the State.
b. Details on program costs, including at least the following:
1. Recruitment, candidate selection, and placement.
2. Preservice training and preparation costs.
3. Operational and administrative costs, including development

and fundraising, alumni support, amagement costs, and
marketing and outreach.
C. Funds received through private fundraising, specifically by sources
in each region of the State.

SECTION 8.21.(c) Effective July 1, 2014, G.S. 115296.7 is amended by adding
a new subsection to read:

"(h) The State Board of Educatias authorized to contraébr the administration of the
NC Teacher Corps.

SECTION 8.21.(c1) The State Board of Education shall enter into a contract,
effective July 1, 2014, with Teach for America, Inc., (TFA) to administevipions of
G.S.115G296.7. The contract shall require that TFA make publicly available all documents
related to the execution of this program and the expenditure of State funds.

SECTION 8.21.(d) Beginning with the 2012015 fiscal year, TFA shall use a
portion of the funds available to it to administer the NC Teacher Corps program in accordance
with subsection (c1) of this section. TFA may also use a portion of the funds available to it for
the 20132014 fiscal year to recruit a cohort of NC Teacher €angmbers for the 2012015
school year. TFA shall include information regarding the operation of the NC Teacher Corps in
its annual report to the Joint Legislative Education Oversight Committee by January 1, 2015,
and annually thereafter, as required urglésection (b) of this section.

SECTION 8.21.(e) TFA shall submit quarterly updates on the information
contained in the annual report required by this section to the offices of the President Pro
Tempore of the Senate and the Speaker of the House oédeepatives, the Chairs of the
Senate Appropriations/Base Budget Committee, the House Appropriations Committee, the
Senate Appropriations Committee on Education/Higher Education, the House Appropriations
Subcommittee on Education, and the Fiscal Reseakasi@n.

SECTION 8.21.(f) The State Board of Education shall provide ongoing support
through coaching, mentoring, and continued professional development to NC Teacher Corps
members who were placed in North Carolina public schools in accordance with
G.S.115G-296.7 for the 2012013 and 2012014 school years.

PHASE OUT CERTAIN TEACHER SALARY SUPPLEMENTS

SECTION 8.22. Notwithstanding Section 35.11 of this act, no teachers or
instructional support personnel, except for certified school nurses and imstalctupport
personnel in positions for which a master's degree is required for licensure, shall be paid on the
"M" salary schedule or receive a salary supplement for academic preparation atyear six
degree level or at the doctoral degree level for20842015 school year, unless they were
paid on that salary schedule or received that salary supplement prior to th20d@ldchool
year.

PUBLIC -PRIVATE PARTNERSHIPS FOR THE READ TO ACHIEVE PROGRAM

SECTION 8.23. Local school administrative units shatnsider the utilization of
public-private partnerships in implementing the requirements of the North Carolina Read to
Achieve Program. The Department of Public Instruction may recommend nonprofit
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organizations with expertise in literacy training in lperforming schools and the ability to
leverage private resources to partner with the local school administrative units in implementing
the program.

INVESTING IN INNOVATION GRANT

SECTION 8.25.(a) Section 7.17 of S.L. 201242 is repealed.

SECTION 8.25.(b) The federal Investing in Innovation Fund Grant: Validating
Early College Strategies for Traditional Comprehensive High Schools awarded to the North
Carolina New Schools Project for 202217 requires students to enroll in a comrhucollege
course in thelOth grade. Notwithstanding any other provision of law, specified local school
administrative units may offer one community college cowsgatticipating sophomore (10th
grade) students. Participating local school administrative units are AlleghanyfoBea
Hertford, Jones, Madison, Richmond, Rutherford, Surry, Warren, Wilkes, and Yancey County
Schools.

SECTION 8.25.(c) Grant funds shall be used to pay for all costs incurred by the
local school administrative units and the community college partoereplement the grant,
including community college FTE. Community colleges shall not earn budget FTE for student
course enroliments supported with this grant.

SECTION 8.25.(d) Research for the project shall address the effects of early
college strategiesn preparing students for college completion. The North Carolina New
Schools Project shall report on the implementation of the grant to the State Board of Education,
State Board of Community Colleges, Office of the Governor, and the Joint Legislative
Educaion Oversight Committee no later than March 15, 2014, and annually thereafter until the
end of the grant period.

BROADEN SUCCESSFUL PARTICIPATION IN ADVANCED COURSES
SECTION 8.27.(a) G.S.115G12(9)c1. reads as rewritten:

"cl. To issue an annual "repocard" 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' leal 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 of the annual "report card"
for each local school administrative unit, the State Board shall award
an overall numerical school performance score on a scale of zero to
100 and a corresponding letter grade of A, B, CoDE earned by
each school within the local school administrative unit. The school
performance score and grade shall reflect student performance on
annual subjeespecific assessments, college and workplace readiness
measures, and graduation rates. Ftioets serving students in any
grade from kindergarten to eighth grade, separate performance scores
and grades shall also be awarded based on the school performance in
reading and mathematics respectively. The annual "report card" for
schools serving studenin third grade also shall include 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.115G83.7(a); and (iii) were exempt from mandatory third
grade retention by category of exemption as listed in
G.S.115G83.7(b). The annual“report card for high schoolsshall
also include measures oAdvanced Placemerdourse participation
and Intermtional Baccalaureat®iploma Programmeparticipation
and Advanced Placementand International Baccalaureate
examination participation amgerformance

SECTION 8.27.(b) Article 8 of Chapter 115C of the General Statutes is amended
by adding a new sectidn read:
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"§ 115G834A. Advancedcourses.

(a) It is the intent of the State #nhanceaccessibilityand encouragstudents to enroll
in_and successfully complete _more rigoroaslvanced cours& to enable success in
postsecondary education for all studekts the puposes of this section, an advanced course is
an Advanced Placement InternationalBaccalaureat®iploma Programmecourse.To attain
this goal,to the extent funds are made available for this purpmbgdents enrolled in public
schools shalbe exempt from paying any fees for administratioexaminatios for advanced
coursesand reqistration feg®r advanced cours&s which the student is enrolledgardless of
thescorethe student achieves amexamination.

(b) Eligible secondary stuaés shall be encouraged to enrolladvancedcoursesto
expose them to more rigorous coursework while still in secondary school. Successfully
completingadvancedcourses will increase the quality and level of studguresparation for
postsecondary carepaths and their pursuit of higher education.

© The results of student diagnostests administered pursuant ®S.115G174.18
and G.S.115G174.22, such as the PreliminaBAT/National Merit Scholarship Qualifying
Test (PSAT/NMSQT) and ACT,shall beused to identify students who are prepared or who
needadditional work to be prepared to enroll and be successful in advanced courses. Students
may also be identified for potential enrollment in advanced courses based on other criteria
established by schisto increase access to those courses for their students.

(d) Local boards of education shall providd@ormation to students and parents on
available opportunitieand the enrollment proce$sr students to takadvancedcoursesThe
information shall eglain the value ofadvancedourses irpreparingstudents for postsecondary
level coursework, enabling students to gain access to postsecooglaoytunities and
qualifying for scholarships and othBnancialaid opportunities.

(e) Local boards of edudah shall ensure thatll high schoolstudentshave access to
advancedcourses idanguage artsmathematics, science, asdcial studies. Such access may
be provided through enrollment in courses offered thraugipproved byhe North Carolina
Virtual Public School.

(f) The State Board of Educatianall seeka partner such as the College Boara
form the MNorth Carolina Advanced Placement Partnership hereinafter referred to as
Partnership,to _assist inimproving college readiness of secondary stuslearid to assist
secondary school® ensure that students have access to-dpigthity, rigorous academics with
a focus on access AdvancedPlacementourses

In order to implement its responsibilities under this sectlompartner selected by the State
Board of Educatioshallprovide staff tado the following

1) Provide professionaldevelopmentin the form of support and trainingm
enable teachers ofdvancedPlacementcourses to have the necessary
contentknowledge instructional skills and materlsto preparestudents for
successn AdvancedPlacementcourses and examinations and mastery of
postsecondary course content.

(2) Provide administrators, including principals and counselors, with
professional development that will enable them to craetagand effective
AdvancedPlacement courséns their schools.

3) Provide teachers of students in grades seven thrbAgtith preadvanced

(4)

course professional development and materials that pregtudentsfor
success idvancedPlacementourses
Provide consulting expertise and technical assistance to support
implementation.
(5) Prioritize assistance to schools designated asplenorming by the State
Board of Educatiomnd provide fofrequentvisits to the schoolstargeted by
the Partnership
The Partnership shall report annually to the Department of Public Instruction on the
Partneship's implementation of iteesponsibilitiesinder subsection (f) of this section.
(h)  Beginning October 1, 2014he State Board of Education shall report waily to
the Joint Legislative Education Oversight Committee on advanced courses in North Carolina.
The report shall include, at a minimum, the following information:
(1) The North Carolina Advanced Placement Partneishigport to the
Department of Pulidi Instructionas required by subsection (q) of this section
and the State Boasdassessment of that report.
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(2) Number of students enrolled in advanced courses and participating in
advanced course examinations, including demographic information by
genderrace, and free and reduepdcelunch status.

(3) Student performance on advanced course examinations, including
information by course, local school administrative unit, and school.

(4) Number of students participating in 10th grade PSAT/NMSQT testing.

(5) Number of teachers attending summer institutes offered by the North
Carolina Advanced Placement Partnership.

(6) Distribution of funding appropriated for advanced course testing d&ads
professional development by local school administrative unit eimaio

(7)  Status and efforts of the North Carolina Advanced Placement Partnership.

8 Other trends in advanced courses and examindtions.

SECTION 8.27.(c) G.S.115G174.18 reads as rewritten:

"§ 115G174.18. Opportunity to take Preliminary-Seholastic-Aptitude—TFestPreliminary

SAT/National Merit Scholarship Qualifying Test (PSAT/NMSQT).

Every student in the eighth through tenth grades who has completed Algebra | or who is in
the last month of Algebra | shall be given an opportunity to take a vers
gither the Preliminary SAT/National MeritScholarship
Qualifying Test (PSAT/NMSQT)or the ACT at the discretion of the local school
administrative unijtone time atState-expensgo cost to the studenthe maximum amount of
State fundsisedfor this purpose shall be the cost of the PSAT/NMSQT.

SECTION 8.27.(d) Of the funds appropriated to the Department of Public
Instruction to implement the requirements of this section, ten million eight hundredahéty
thousand one hundred eigHtyur dollars ($10,831,184) for the 202015 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 Northli@araAdvanced 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 imphaation and impact of advanced course programs in
North Carolina. For the purposes of this section, the term "advanced courses" means an
Advanced Placement or International Baccalaureate Diploma Programme course.

SECTION 8.27.(e) Beginning with the 2012015 school year, the State Board of
Education shall use funds allocated in subsection (d) of this section to do all of the following:

(2) Provide funds to local school administrative units to pay testing fees for

advanced courses for all students.

(2)  Provide funds to the North Carolina Advanced Placement Partnership for

professional development for teachers of Advanced Placement courses.

SECTION 8.27.(f) Except as otherwise provided in this section, this section
applies beginning with the 2022014 schobyear.

INCREASE SUCCESSFUL CAREER AND TECHNICAL EDUCATION (CTE)

PARTICIPATION

SECTION 8.28.(a) G.S.115G12 is amended by adding a new subdivision to read:
"(41) To Establish Career and Technical Education Incentiv8dhe State Board
of Education shélestablish, implement, and determine the impactaof
career _and technical education incentive program provided under
G.S.115G156.2"
SECTION 8.28.(b) Article 10 of Chapter 115C of the General Statutes is amended
by adding a new section to read:
"8 115C-156.2. Industry certifications and credentials program.

(a) It is the intent of the State to encourage students to enroll in and successfully
complete rigorous coursewodnd credentialing processscareer and technical educatitin
enable succesn the workplaceTo attain this goal, to the extent funds are made available for
this purpose,students shall be supported to eapproved industry certifications and
credentials

(1) Students enrolled in public schools and in career and technical ieducat
coursesshall be exempt from paying any fees fore administration of
examinations leading todustry certifications and credentigbsirsuant to
rulesadopted by the State Board of Education.
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(2 Each school yeast such time as agreed to by the Bément of Commerce
and the State Board of Education, tBepartmentof 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 notsubstantiallythe 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, and workforce development boards to identifyustrg
certification and credentialthat the local school administrative unit may
offer to best meet State and local workforce needs.

(b) Beqginning in 2014, the State Board of Education shallrtépdhe Joint Legislative
Education Oversight Committee by September 1 of each year on the number of students in
career and technical education courses who earned (i) community college credit and (ii) related
industry certifications and credentidls.

SECTION 8.28.(c) This section applies beginning with the 2€AL4 school year.

OPPORTUNITY SCHOLARSHIPS
SECTION 8.29.(a) Article 39 of Chapter 115C of the General Statutes is amended
by adding a new Part to read:
"Part 2A.ScholarshigGrants

"8 115G5621. Definitions.
The following definitions apply in this Part
(1)  Authority. T The State Education Assistance Authority
(2)  Eligible students.i A student who has not yet received a high school
diploma and who meets all of the following requirements:
a Meetsone of the followinceriteria

1 Was afull-time studentassigned tcand attendinca public
school pursuant to G.S.115G366 during the previous
semester.
Received a scholarshgrantduring the previous school year.
Is enteringeitherkindergarten or the first grade.
Is a child in foster caras defined inG.S.131D-10.2(9)
Is a child whose adoption decree was entered not more than
one year prior to submission of the scholarshjmant
application.
Resides in _éousehold with an incoelevel not in_excess aine
hundred thirtythree percent 133%) of theamount required for the
student to _qualify for the federal free or reduepdce lunch
program
Division. T The Division of Nonpublic Education, Department of
Administration.
Local school administrative unif. A local school administrative unit,
charter school, or regional school.
Nonpublic schooli A school that meets the requirements of Part Rast2
of this Articleasidentifiedby the Division.
Scholarshipgrans. i Grantsawarded annually by the Authority to eligible
students.
"8 115G562.2. Scholarshipgrants.

(@) The Authority shall make availabie later tharFebruaryl annuallyapplicationgo
eligible students for the award of scholarslgpants to attend any nonpublic school
Information about scholarship grants and the application process shall be made available on the
Authority's Web site. Beginning March 1, the Authority shall begin awardingscholarship
grants according to the following criteria:

1) First priority shall be giverto eligible students who receivedsaholarship
grant during the previous school yed#rthose students have applied by
March 1
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(2)  After scholarship grants have been awarded to prior recipientewddgd in
subdivision (1) of this subsectionscholarships shall be awarded with
remaining funds as follows:

a. At leastfifty percent (50%) ofthe remainingfundsshall be used to
award schalrship grants to eligible studentesidingin household
with an incomelevel not in_excss of the amount required for the
student to qualify for the federal free or redugede lunch
program

b. No more tharthirty-five percent 85%) of theremainingfunds shall
be used to award scholarship grantsetigible students entering
eitherkindemartenor first grade

C. Any remaining funds shall be used to awatddarshipgrantsto all
othereligible students.

(b) Scholarship grants awarded to eligible studemetding in households with an
income level not in excess of the amount requiredierstudent to qualify for the federal free
or_reduceebrice lunch progranshall be for amounts afip to four thousand two hundred
dollars ($4,200) peryear Scholarship grants awarded to eligible studentsesiding in
households with an income levalexcess of the amount required for the student to qualify for
the federal free or reducgmtice lunch progranshall be for amounts of not more thaimety
percent (90%) of theequired tuitionand feedor the nonpublic school the eligible child will
attend. Tuition and fees for a nonpublic school may includdion and feesfor books,
transportation, equipment, or other items required by the nonpublic s¢tmdcholarship
grant shalkexceedour thousandwo hundred dollars @200) per yeaper eligible sudent and
no _scholarship grant shall exceed the required tuition and fees for the nonpublic school the
eligible studentwill attend

© The Authority shall prmit an eligible student receiving a scholarginigntto enroll
in a different nonpublic schband remain eligible. An eligible student receiving a scholarship
grantwho transfers to another nonpublic school during the year may be eligible to receive a pro
rata_share of any unexpended portion of the scholamgtapt for tuition and fees at the
nonpublic school to which the student transfers.

(d) The Authority shall establish rules and regulatidos the administrationand
awardng of scholarship grantand may include in those rules a lottery processdtgction of
scholarship grant recipientdthin the criteria established by this section
"8 115G562.3 Verification of eligibility.

(a) The Authority may seek verification of information oany application for
scholarship grant§rom eligible students The Authority shall select and verify aandom
sample ofo less thamix percent 6%) of applicationsannually The Authorityshall establish
rules for the verification process anthy use thefederalverification requirementprocesgor
free and reducegdrice lunch applicationgs guidancefor those rules. If a household fails to
cooperate with verification efforts, th&uthority shall revoke theaward of thescholarship
grantto theeligible student

(b) Household members of applicants for scholarship grants shahlorize the
Authority to acess informatiomeecakd for verification effortsheld byother State agencies,
including the Department of Revenule Department of Health and Human Services, ned
Department oPublic Instruction.

"8 115G562.4. Identification of nonpublic schoolsand distribution of scholarship grant

information .

(@) The Division shall provide annually by Februaryl to the Authoritya list of all
nonpublic schools operating in the State that meet the requirements of Part 1 or Part 2 of this
Article. The Division shdl notify the Authority of anyschools included in the lighat the
Division has determined to be ineligibl@thin five business days of théetermination of
ineligibility .

(b)  The Authority shall provide information aboilite scholarship grant program the
Division, including applications andhe obligations of nonpublic schooéecepting eligible
studentsreaeiving scholarship grants. The Division shall ensure that information about the
scholarship grant program is provided tocplalified nonpublicschoolson an annual basis
"8 115C5625. Obligations of nonpublic schoolsaccepting eligible studentsreceiving

scholarshipgrants.
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(@) A nonpublic schoothatacceptseligible students receivingcholarshipgrantsshall
comply with the following:

1) Provide to theAuthority documentatiotior required tuitionand feesharged
to the student by the nonpublic school

(2) Conduct a criminal background check for the staff member with the highest
decisiomnmaking authority, as defined by the bylawsrticles of
incorporation,or other governing documenb ensure that person _has not
been convicted of any crime listed@S.115G332

3 Provideto the parentr guardianof an eligible studentwhose tuitionand
fees argaid in whole or in part with a sclaskhipgrant an annual written
explanation of the studést progress,ncluding the studers scores on
standardize@dchievementests.

(4) Administer, at least once in each school year, a nationally standardized test
or_other nationally standardized egalent measurement selected by the
chief administrative officer of the nonpublic school to &llbible students
whose tuition and fees are paid in whole or in part with a scholarship grant
enrolled in grades three and highEne nationally standardizedst or other
equivalent measurement selected must measure achievement in the areas of
English grammar, reading, spellirmnd mathematicg.estperformance data
shall be sbmitted to the Authority by July 15 of each year Test
performance data reported tioe Authority under this subdivisioms not a
public record under Chapter 132 of the General Statutes.

(5) Provide to the Authority graduation rates of the studentsceiving
scholarship grants in _a manner_consistent witlmationally recognized
standards.

(6) Contract witha certified public accountant to perform a financial review,
consistent with generally accepted accounting principles, for each school
year in which the schoa@lccepts students receivingpre tharthreehundred
thousand dollars @0,000)in scholarshigrantsawardedunder thisPart

(b) A nonpublic schoolthat accepts students receiving scholarship grants shall not
requireanyadditional feedased on the status of the student as a scholarship grant recipient.

(c) A nonpublic school enrbhg more than 25 students whose tuitenmd fees arpaid
in whole or in part with a scholarshgrant shall report to theAuthority on the aggregate
standardized test performance of eligible studekggregate eést performance dataported to
the Authaity which does not contaipersonally identifiable student data shall deublic
record under Chapter 132 of the General Statliest performance data may be shared with
public or private institutions of higher education located in North Carolina bhatl lse
provided to an independent research organization selected bgutiherity for research
purposes as permitted by the Federal Education Rights and Privacy Act, 20 U.S.C. § 1232g.

(d) A nonpublic schoolacceptingstudents receivingcholarshipgrantsthat fails to
comply with the requirementsf this sectionshall beineligible to receivefuture scholarship
grantsif the Authority determines that the nonpublic school is not in compliance with the
requirements of this sectiofihe nonpublic school sHahotify the parent or guardian of any
enrolled student receiving a scholarsbipntthat the nonpublic school is no longer eligible to
receive future scholarshigrants A nonpublic school may appeal for reconsideratmn
eligibility after one year.

"8115C5626. Scholarship endorsement.

The Authority shall remit at least two times each school yesgholarshipgrant funds
awarded to eligible studente the nonpublic school for endorsement diyleast one othe
studens parens or guardias. The paent or quardian shaléstrictively emlorsethe scholarship
grantfundsawarded to the eligible studetatthe nonpublic school for deposit into the account
of the nonpublic schoolThe parent or guardian shall not designate any entity or individual
asso@ted with thenonpublic school as the parsnattorneyin-fact to endorse the scholarship
grantfundsbut shall endorse thecholarshipgrantfundsin person at the site of the nonpublic
school.A parents or guardiars failure to comply with this sectioshall result irforfeit of the
scholarshiggrant A scholarshipgrantforfeited for failure to complwvith this section shall be
returned to théuthority to be awarded to another student.

"8 115G562.7. Authority reporting requirements.
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(a) The Authority shallreport to the Department of Public Instruction annyaitylater
thanSeptember lthe numbeand namesf students who have received scholargirgns for
the current school yeaand who were enrolled the prigemesterin a local school
adminstrative unitby the previously attended local school administrative uBit. September
15 of each year, the State Board of Education shall determine the amount of the reduction for
eachlocal school administrativenit by multiplying the students who haxexeived scholarship
grants for the current school year and who were enrolled the prior semester in a local school
administrative unit by the per pupil allocation for average daily membership from the local
school administrative unit. Local school admiragve units shall identify to the Department of
Public Instruction the reductions to State General Fund appropriations for @pgyort
Scholarships by October 1 of each year.
(b)  The Authority shall report annually, no later thatarch 1, to the Joint Lgislative
Education Oversight Comittee on the following:
(1) Total number grade level, race, ethnicity, argkx of eligible students
receivingscholarshiggrants
(2)  Total anount of scholarshigrantfunding awarded
3 Number of students previously refed in local school administrative unit
4

or_charter schoolén the prior semesteiby the previously attended local
school administrative undr charter school

Nonpublic schools in _which scholarshipgrant recipients areenrolled
including numbersf scholarshigrantstudents at each nonpublic school

(5) Nonpublic schools deemed ineligilitereceive scholarships.

(c) The Authority shall report annually, no later than December 1, to the Department of
Public Instruction and the Joint Legislativeugdtion Oversight Committee on the following:

(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 ieargains 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
nonpubic schools and by the Department of Public Instruction.

(2) Competitive effects on public school performance on standardized tests as a
result of the scholarship grant program. The report shall analyze the impact
of the availability of scholarship grants @ublic school performance on
standardized tests by local school administrativestaithe extent possible,
and shall provide comparisons of the impact by geographic region and
between rural and urban local school administrative units.

This report shalbe conducted by an independent research organization to be selected by
the Authority, which may be a public or private entity or university. The independent research
organization shall report to the Authority on the results of its research. The Joislatiegi
Education Oversight Committee shall review reports from the Authority and shall make
ongoing recommendations to the General Assembly as needed regarding improving
administration and accountability for nonpublic schools accepting students receiving
scholarship grants.

SECTION 8.29.(b) G.S.110-86(2) reads as rewritten:

"(2) Child care.l A program or arrangement where three or more children less
than 13 years old, who do not reside where the care is provided, receive care
on a regular basis of adst once per week for more than four hours but less
than 24 hours per day from persons other than their guardians -tmiil|
custodians, or from persons not related to them by birth, marriage, or
adoption. Child care does not include the following:

é

f. Nonpublic schools described in Part 2 of Article 39 of Chapter 115C
of the General Statutes that are accreditechdyonal or regional
accrediting agencies with early childhood standates-Seuthern
Asseociation-of-Colleges—and-Secheoalad that operate ehild care
facility as defined in subdivision (3) of this section for less than six
and onehalf hours per day either on or off the school site;

é. "
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SECTION 8.29.(c) G.S.115G555 reads as rewritten:
"8 115CG555. Qualification of nonpublic schools.
The provisions of this Part shall apply to any nonpublic school which has one or more of
the following characteristics:
(2) It is accredited by the State Board of Education.
(2) It is accredited bythe—Seuthern—Association—of-Colleges—and—Sehaols.
national @ regional accrediting agency.
(3) It is an active member of the North Carolina Association of Independent
Schools.
4) It receives no funding from the State of North Carolifar. the purposes of
this Article, scholarship grant fundawarded pursuant toaR 2A of this
Article to eligible students attending a nonpublic schebhll not be
considered funding from the State of North Carofina.
SECTION 8.29.(d) G.S.116-204 reads as rewritten:
"8§ 116204. Powers of Authority.
The Authority is hereby authaed and empowered:

e

(11) To administerthe awarding of scholarship grantdo students attending
nonpublic schools as provided Hart2A of Article 39 of Chapter 116 of
the General Statutés.

SECTION 8.29.(e) Notwithstanding the awards criteria in G135G562.2(a)(1)

and (2), as enacted by this section, and the definition of eligible student ih16(5562.1(2),
as enacted by this section, for the 2@DA5 school year, to be eligible to receive a scholarship
grant, a student shall meet both of thkkofwing criteria:

(1) Reside in a household with an income level not in excess of the amount
required for the student to qualify for the federal free or redpciee lunch
program.

(2) Be a fulttime student who has not yet received a high school dipbondas
assigned to and attending a public school pursuant tolG58:366 during
the 2014 spring semester.

The Authority shall establish temporary rules and regulations for the administration
and awarding of scholarship grants in 22D45, which may inade a process for awarding
grants using a random lottery system.

SECTION 8.29.(f) The Authority may retain up to four hundred thousand dollars
($400,000) annually for administrative costs associated with the scholarship grant program.

SECTION 8.29.(g) The Authority shall select an independent research
organization, as required by GHR.5G562.7, as enacted by this section, beginning with the
20172018 school year. The first learning gains report required byl33-562.7, as enacted
by this section, gall not be due until December 1, 2018. The first financial review for a
nonpublic school that accepts scholarship grant funds, as required 16CH62.5(a)(6), as
enacted by this section, shall not be required until the-2015 school year.

SECTION 8.29.(h) This section applies beginning with the 2a015 school year.

In accordance with G.315G562.2, as enacted by this section, the Authority shall make
applications available for the 202915 school year no later than February 1, 2014, and shal
begin awarding grants no later than March 1, 2014. Information about scholarship grants and
the application process shall be made available on the Authority's Web site. In accordance with
G.S.115G562.4, as enacted by this section, the Division of Nbhgiducation, Department

of Administration, shall make available to the Authority a list of all nonpublic schools
operating in the State that meet the requirements of Part 1 or Part 2 of Article 39 of Chapter
115C of the General Statutes no later thaoréary 1, 2014.

REPEAL REQUIREMENT THAT SCHOOLS PROVIDE READING WORKSHOPS
FOR PARENTS OF STUDENTS WHO HAVE BEEN RETAINED
SECTION 8.30. G.S.115G83.8(d) is repealed.

TASK FORCE TO STUDY TEACHER AND SCHOOL ADMINISTRATOR
EFFECTIVENESS AND COMPENSATION
SECTION 8.31.(a) Establishmenti The North Carolina Educator Effectiveness
and Compensation Task Force is established.
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SECTION 8.31.(b) Membership.i The Task Force shall be composed of 18
members as follows:

(1)

(2)

Nine members appointed by the Speaker efHlouse of Representatives as
follows:

a. Four persons who are members of the House of Representatives at
the time of appointment, at least two of whom represent the minority
party.

b. A representative of the Department of Public Instruction.

C. A classroon teacher, as recommended by the North Carolina
Association of Educators.

d. A school principal, as recommended by the North Carolina
Association of School Administrators.

e. A representative of a North Carolina institution of higher education

that offers a teacher education program and a master's degree
program in education or school administration.
f. A representative from the Professional Educators of North Carolina.
Nine members appointed by the President Pro Tempore of the Senate as
follows:
a. Fou persons who are members of the Senate at the time of
appointment, at least two of whom represent the minority party.
A parent of a public school student.
Two classroom teachers.
A school system superintendent or public school principal.
A local school board member.

cooo

The Task Force shall have two cochairs, one designated by the President Pro

Tempore of the

Senate and one designated by the Speaker of the House of Representatives

from among their appointees. The Task Force shall meet upon thefctle cochairs.

Vacancies shall

be filled by the appointing authority. A quorum of the Task Force shall be a

majority of the members.

SECTION 8.31.(c) Duties.T The Task Force shall make recommendations on
whether to create a statewide model of ince&stito encourage the recruitment and retention of
highly effective educators and to consider the transition to an alternative compensation system
for educators. In developing recommendations, the Task Force shall consider at least the

following factors:

(1)

(2)
3)

(4)

(5)

(6)
(7)

Page68

Alternatives to or simplification of the current teacher and school principal
salary schedules, including the need for "hold harmless" options or a choice
in compensation structure to avoid reduction in pay for current educators.
Incorporating the fedback of educators in order to maximize tay

The integration of schodével performance measures in an alternative

compensation system.

Whether local school administrative units may create their own customized

alternative compensation systenms lieu of or in addition to a statewide

system, including necessary parameters such as funding flexibility and
guidelines for local boards of education.

The use of incentive pay to recruit and retain educators to teach in hard to

staff areas.

The recognition of educator responsibilities and leadership roles such as

mentoring of beginning teachers and instructional coaching.

Methods for identifying effective teaching and its relationship to an

alternative compensation system, including:

a. The carelation of student outcomes with effective teaching.

b. The use of multiple teacher evaluation measures and feedback
methods to recognize effective teaching such as classroom
observations, student surveys, video training for teachers, and
standard meases of student achievement.

C. The use of multiple teacher observations, including at least one
observer from outside of the teacher's school.
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d. The correlation to annual student growth and performance data,
evaluations, effectiveness levels, and a tlyess average of student
growth.

(8) Barriers to the implementation of alternative compensation systems.

(9) Educator compensation reform in other states and North Carolina pilot

programs currently utilizing alternative compensation.

(10) Effective strategig for retaining effective teachers.

SECTION 8.31.(d) Compensation; Administratiofi. Members of the Task Force
shall receive subsistence and travel allowances at the rates set forth 12@33., 1385, or
1386, as appropriate. With the prior approwdlthe Legislative Services Commission, the
Legislative Services Officer shall assign professional and clerical staff to assist in the work of
the Task Force. With the prior approval of the Legislative Services Commission, the Task
Force may hold its meegs in the State Legislative Building or the Legislative Office
Building. The Task Force may also meet at various locations around the State in order to
promote greater public participation in its deliberations. The Task Force, while in the discharge
of its official duties, may exercise all the powers provided under the provisions df26.89
and G.S120-19.1 through G.S120-19.4, including the power to request all officers, agents,
agencies, and departments of the State to provide any informattanodalocuments within
their possession, ascertainable from their records or otherwise available to them, and the power
to subpoena witnesses.

SECTION 8.31.(e) Transfer of Fundsi The Department of Public Instruction
shall transfer all funds appropridtén this act for the Task Force to Budget Code 11000 in the
General Assembly to support its operations in accordance with the requirements of this section.

SECTION 8.31.(f) Report.i The Task Force shall report its findings and
recommendations to the 20Regular Session of the 2013 General Assembly no later than
April 15, 2014. The Task Force shall terminate on April 15, 2014, or upon the filing of its final
report, whichever occurs first.

EDUCATION AND WORKFORCE INNOVATION PROGRAM
SECTION 8.34.(a) Chapter 115C of the General Statutes is amended by adding a
new Article to read:
"Article 6C.
"Education and Workforce Innovation Program

"8 115G64.10. North Carolina Education and Workforce Innovation Commission

(@) There is created the North Carolina uedtion and Workforce Innovation
Commission (Commission) The Commission shall be located administratively in the
Department of Public Instruction but shall exercise all its prescribed powers independently of
the Department of Public Instructio©f the funds appropriatedor the Education and
Workforce Innovation Program established undefG.S.115G64.11 up to two hundred
thousanddollars ($200,000) each fiscal yeamay be used by the Department of Public
Instructionto providetechnical assistance aadministrativeassistance, including staffy the
Commissiorand reimbursementnd expensg®r the Commission

(b)  The Commission shall consist of the following 11 members:

(1) The Secretary of Commerce.

(2) The State Superintendent of Public Instruction.

(3) The Chair of the State Board of Education.

(4) The President of The University of North Carolina.

(5) The President of the North Carolina Community College System.

(6) Two members appointed by the Governor who have experience in education.
(7)  Two menbers appointed by the General Assembly upon recommendation of
the Speaker of the House of Representatives, as providedsini20-121,

who have experience in businesses operating in North Carolina.
(8 Two members appointed by the General Assembly upoe th

recommendation of the President Pro Tempore of the Senate, as provided in
G.S.120121, who have experience in businesses operating in _North
Carolina.
(€) The Commission _members shall elect a chair from the membership of the
Commission. The Commissionahmeet at least three times annually on the call of the Chair
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or as additionally provided by the Commission. A quorum is six members of the Commission.

Members may not send designees to Commission meetings nor may they vote by proxy.

(d) The Commission lwall develop and administer the Education and Workforce
Innovation Programas established und€.S.115G64.11, and make awards of grants under
the Program. The Commission shall work closely with the North Carolina New Schools in
administering the progna.

(e) The Commission shall publish a report on the Education and Workforce Innovation
Program on or before April 30 of each yedhe report shall be submitted to the Joint
Legislative Education Oversight Committee, the State Board of Education, thé3&8aatkof
Community Colleges, and the Board of Governors of The University of North Cardhea.
report shall includat least all of the following information

(1) An accounting of how funds and personnel resources were utilized and their
impact on studet achievement, retention, and employability

(2) Recommended statutory and policy changes

3 Recommendations for improvement of the program.

"8 115CG64.11. The Education and Workforce Innovation Program.

(a) Program Establishmenti There is establisiie the Education and Workforce
Innovation ProgranfProgram)to foster innovation in education that will lead to more students
graduating career and college ready. Funds appropriated to the Program shall be used to award
competitive _grants to an individuattsol, a local school administrative unit, or a regional
partnership of more than one local school administrative unit to advance comprehensive,
high-quality education that equips teachers with the knowledge and skill required to succeed
with all studentsBefore receiving a grant, applicants must meet all of the following conditions:

1) Form a partnership, for the purposes of the grant, with either a public or
private university or a community college.

(2) Form a partnership, for the purposes of the grarth regional businesses
and business leaders.

3) Demonstrate the ability to sustain innovation once grant funding ends.

(b)  Applicant Categories and Specific Requiremeits.

(1) Individual schoolsi Individual public schools must demonstrate all ¢f th
following in their applications:

a Partnerships with business and industry to determine the skills and
competencies needed for studémtansition into growth sectors of
the regional economy.

b. Aligned pathways to employment, including studeatgjusition of

college credit or industry recognized credentials.

Development of systems, infrastructure, capacity, and culture to

enable teachers and school leaders to continuously focus on

improving individual student achievement.

(2) Local school adminisative units.i Local school administrative units must
demonstrate all of the following in their applications:

a. Implementation of comprehensive reform and innovation.

b. Appointment of a senior leader to manage and sustain the change
process with a spda focus on providing parents with a portfolio of
meaningful options among schools.

3) Regional partnerships of two or more local school administrative tnits.
Partnerships of two or more local school administrative units must
demonstrate all of the flolwing in their applications:

a Implementation of resources of partnered local school administrative
units in creating a tailored workforce development system for the
regional economy anfbsteringinnovation in each of the partnered
local school adminisative units.

b. Promotion of the development of knowledge and skills in career
clusters of critical importance to the region.

c. Benefits of the shared strengths of local businesses and higher
education.

d. Usage of technology to deliver instruction odarge geographic

regions and build networks with industry.
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e Implementation of comprehensive reform and innovation that can be
replicated in other local school administrative units.

(© Consideration of Factors Awarding of Grantsi All applications mgt include
information on at least thellowing in order to be considered for a grant:

Q) Describe the aligned pathways from school to fugbwth careers in

regional economies.

(2) Leverage technology to efficiently and effectively drive teacher and
principal development, connect students and teachers to online courses and
resources, and foster virtual learning communities among faculty, higher
education partners, and business partners.

Establish a comprehensive approach to enhancing the knowledgkiis

of teachers and administrators to successfully implement the proposed
innovative program and to graduate all students ready for work and college.
Link to a proven provider of professional development services for teachers
and administrators pable of providing evideneeased training and tools
aligned with the goals of the proposed innovative program.

Form explicit partnerships with businesses and industry, which may include
business advisory councils, internship programs, and other dastbm
projects aligned with relevant workforce skKills.

Partner with community colleges or public or private universities to enable
communities to challenge every student to graduate with workplace
credentials or college credit.

Align K-12 and posts®ndary instruction and performance expectations to
reduce the need for college remediation courses.

Secure input from parents to foster broad ownership for school choice
options _and to foster greater understanding of the need for continued
education byond high school.

9 Provide a description of the funds that will be used and a proposed budget

for five years.

(10) Describethe source ofmatching funds required in ssdction(d) of this

section.

(11) Establish a strategy tichievemeaningfulanalyss of program outcomes due

to thereceiptof grant fundsunderthis section.

(d) Matching Private and Local Funds.All funds appropriated by the State must be
matched by a combination of private and local funds. All grant applicants must fund
twentyfive percent (25%) of program costs through local funds. An additional tvimety
percent (25%) of program costs must be raised by private funds.

(e Grants.i Any grants awarded by the Commission may be spent over ydare
period from the initial award.

(f) Reporting Requirement$. No later than March 1 of each year, a grant recipient
shall submit to the Commission an annual report for the preceding grant year that describes the
academic progress made by the studantkhe implementation gfrogram initatives"

SECTION 8.34.(b) The North Carolina Education and Workforce Innovation
Commission (Commission), as established by G15G64.10, as enacted by this section, shall
conduct a study to determine the most efficient way to fund dual enrolimenigfosthool
students in college coursework. The Commission shall report the results of this study to the
Joint Legislative Education Oversight Committee by October 1, 2014.

SECTION 8.34.(c) The appointments to the Commission as set forth in
G.S.115G64.1Q as enacted by this section, shall be made by the appointing entities no later
than September 1, 2013. The Commission shall hold its first meeting no later than October 1,
2013.

@

S

@

B
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SCHOOL PSYCHOLOGISTS, SCHOOL COUNSELORS, AND SCHOOL SOCIAL
WORKERS
SECTION 8.35.(a) Article 21 of Chapter 115C of the General Statutes is amended
by adding a new section to read:
"§115G3161. Duties of school counselors.
(@) School counselorsshall implement a comprehensive developmental school
counseling program in their sabls. Counselors shall spend at least eighty percent (80%) of
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their work time providing direct services to studentdirect services do not includthe
coordination of standardized testimjrect services shall consisf:

1) Delivering the £hool guidane curriculum through largegroup guidance,
interdisciplinary curriculum development, group activities, and parent
workshops

(2) Guiding ndividual student planning through individual or smairoup
assistance and individual or smgidbupadvisement

3) Providing esponsiveservices through consultationith students, families
and staff individual and smalgroup counselingerisis counselingreferrals
and peer facilitation

4) Performing ¢her student services listed in tHeepartment of Public
Instruction school counselor job descriptidhat has been approved by the
State Board of Education

(b) During the remainder of their work time, counselors shall spend adequate time on
school counseling program support activitighat consist of professionallevelopment
consultation, collaboration, and training; and program management and operdtbosl|
counseling program support activities do not include the coordination of standardized testing.
However, school counselors may assiether staff with the coordination of standardized

testing"

SECTION 8.35(b) Each local board of education shall develop a transition plan
for implementing subsection (a) of this section within existing resources by reassigning duties
within its schools.

The State Board of Eatation shall develop and distribute guidelines to all local
school administrative units to assist with the implementation of subsection (a) of this section.

GRANTS FOR SCHOOL RESOURCE OFFICERS IN ELEMENTARY AND MIDDLE
SCHOOLS

SECTION 8.36. Grants to loal school administrative units, regional schools, and
charter schools for school resource officers in elementary and middle schools shall be matched
on the basis of two dollars ($2.00) in State funds for every one dollar ($1.00) in local funds and
shall beused to supplement and not to supplant State, local, and federal funds for school
resource officers.

The State Board of Education shall include nbased considerations in its criteria
for awarding these grants to local school administrative units, n@gechools, and charter
schools.

Local school administrative units, regional schools, and charter schools may use
these funds to employ school resource officers in elementary and middle schools, to train them,
or both. Any such training shall include ingttion on research into the social and cognitive
development of elementary school and middle school children.

PANIC ALARM SYSTEMS
SECTION 8.37.(a) G.S.115G47(40) reads as rewritten:
"(40) To adopt emergency response pldankocal boards of educatiomayshal,
in_coordination with local law enforcement agenciagopt emergency
response plans relating to incidents of school violence. These plans are not a
public record as the term "public record” is defined under 331 and
shall not be subject taspection and examination under G1826."

SECTION 8.37.(b) Grants to local school administrative units, regional schools,
and charter schools for panic alarm systems in schools shall be matched on the basis of one
dollar ($1.00) in State funds for eyeone dollar ($1.00) in local funds and shall be used to
supplement and not to supplant State, local, and federal funds for panic alarm systems.

The State Board of Education shall include rbasged considerations in its criteria
for awarding these grants local school administrative units, regional schools, and charter
schools.

SECTION 8.37.(c) Effective July 1, 2015, every public school shall have a panic
alarm system that connects with the nearest local law enforcement agency in the local board of
education's emergency response plan.

SCHOOL SAFETY EXERCISES
Pager2 S402 [Ratified]



SECTION 8.38. Article 8C of Chapter 115C of the General Statutes is amended by

adding a new section to read:
"8 115G105.49. School safety exercises.

(a) Atleastevery two yearseach local scbol administrative units encouraged tbold
a full systemwide school safety and school lockdown exewigethe local law enforcement
agencies that are part of tleeal board of educatidgemergency response plarhe purpose
of the exercisshall beto permit participants t¢i) discuss simulated emergency situationa
low-stress environmen(ji) clarify their roles and responsibilitiesand the overall logisticsof
dealing with an emergencgnd(iii) identify areas in which themergency respoagplanneeds
to be modified.

(b) As part of a local board of educatisremergency response plan,l@ast once a
year, eachschoolis encouraged thold a fullschoolwide school safety and lockdown exercise
with local law enforcernt agencies

SCHEMATIC DIAGRAMS OF SCHOOL FACILITIES

SECTION 8.39.(a) Beginning with the 2012014 school yeamrach local school
administrative unit thaturrently maintainsschematic diagrams of its school facilities shall
provide those schematic diagrams to local law eefoent agencies. The local school
administrative unit shall provide updates of the schematic diagrams to local law enforcement
agencies when substantial modifications such as new facilities or modifications to doors and
windows are made to school facilitiebhe local school administrative unit shall also provide
keys to the main entrance of all school facilities to local law enforcement agencies.

SECTION 8.39.(b) Each local school administrative unit that does not currently
maintain schematic diagrams @$ ischool facilities as of the effective date of this act shall
report to the Department of Public Instruction by March 1, 2014, on whether it intends to
prepare schematic diagrams of its school facilities to provide to local law enforcement agencies
and T any obstacles exist in preparing such schematic diagrams. Local school administrative
units are encouraged to prepare schematic diagrams and provide keys to the main entrance of
all school facilities to local law enforcement agencies prior to the begrafithe 20142015
school year.

SECTION 8.39.(c) The Department of Public Instruction, in consultation with the
Department of Public Safety, may develop standards and guidelines to assist local school
administrative units in developing and providing sohé&c diagrams to local law enforcement
agencies.

SECTION 8.39.(d) Schematic diagrams are not considered a public record as the
term "public record" is defined under GI182-1 and shall not be subject to inspection and
examination under G.3326.

ANONYMOUS TIP LINE

SECTION 8.40. Article 8C of Chapter 115C of the General Statutes is amended by
adding a new section to read:
"8 115G105.51. Anonymous tip lines.

(a) Each local school administrative ung encouraged talevelop andoperatean
anonymousip line, in coordination with local law enforcement and social services agetwies
receive _anonymous information on_internal or external risks to school buildings and
schootrelated activities

(b) The Department of Public Instruction consultation wh the Department of Public
Safety may develop standards and guidelines for the developnogetration and staffingof
tip lines.

(c) The Department of Public Instructiamay provide information to local school
administrative units on federal, State,db@nd private grants available for this purpose.

SCHOOL SAFETY COMPONENT OF SCHOOL IMPROVEMENT PLANS

SECTION 8.41.(a) G.S.115G105.27, as rewritten by Section 11(a) of S.L.
2013226, reads as rewritten:
"§ 115G 105.27. Development and approval of kool improvement plans.

(a) School Improvement Team LH—eFdeHe—%pFew—studeFﬁ—ee#e#manee—eaeh—school

perHormance

S402 [Ratified] Pager3



principal of each school, representatlves of the aSS|stant pr|n0|pals mstructlonal personnel,
instructional support psonnel and teacher assistants assigned to the school building, and
parents of children enrolled in the school shall constitute a school improvesaanteteam.

The team shalllevelop a school improvement plan to improve student performance.

Representates of the assistant principals, instructional personnel, instructional support
personnel, and teacher assistants shall be elected by their respective groups by secret ballot.

Unless the local board of education has adopted an election policy, parehie sHatted
by parents of children enrolled in the school in an election conducted by the parent and teacher
organization of the school or, if none exists, by the largest organization of parents formed for
this purpose. Parents serving on school improvemeams shall reflect the racial and
socioeconomic composition of the students enrolled in that school and shall not be members of
the buildinglevel staff.

Parental involvement is a critical component of school success and positive student
achievement; herefore, it is the intent of the General Assembly that parents, along with
teachers, have a substantial role in developing school improvement plans. To this end, school
improvement team meetings shall be held at a convenient time to assure substattal par
part|C|pat|on

d hem, and to
em r_1$ shall

rds.
(al) Open Meetings.T School improvement team meetings are subject to the open

meetingsrequirements of Article 33C of Chapter 143 of the General Stafé&hberations on
the school safety componendf the plan shall bén closed session in accordance with
G.S.143318.11(a)(8)The principal shalensure that these requirements are met.

(a2 Public Records.i The school improvement plarexcept for the $wol safety
components of the plais a public record subject to Chapter F2he General Statutesd
shall be posted on thelol Web site. The nhames of thenembers of the school improvement
team, their positions, and the date of their electiondsthool improvement teashall also be
posted on the Web site.

The school safety components of the plan are not public records subject to Chapter 132 of
the General $tutes.

(b)  SchoollmprovementPlan. i In order to improve student performance, the stho
improvement team at each school shall develop a school improvement plan that takes into
consideration the annual performance goal for that school that is set by the State Board under
G.S.115G 105.35 and the goals set out in the mission statementefgruiblic schools adopted
by the State Board of Education. All school improvement plans shall be, to the greatest extent
possible, data@riven. School improvement teams shall use the Education Malded
Assessment System (EVAAS) or a compatible and coabpeusystem approved by the State
Board of Educatiorto (i) analyze student datand identify root causes for problem§))
determine actions to address them, &nyl appropriately place students in courses such as
Algebra |. School improvement plans afhcontain clear, unambiguous targets, explicit
indicators and actual measures, and expeditious time frames for meeting the measurement
standards.

The strategies for improving student performance:

(1)  Shall include a plan for the use of staff developnfiendls that may be made
available to the school by the local board of education to implement the
school improvement plan. The plan may provide that a portion of these
funds is used for mentor training and for release time and substitute teachers
while mentes and teachers mentored are meeting;

(1a) Repealed by Session Laws 20142, s. 7A.1(c), effective July 2, 2012.

(2)  Shall include a plan to address school safety and discipline concerns;

3) May include a decision to use State funds in accordance with
G.S.115G105.25;
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(4) Shall include a plan that specifies the effective instructional practices and
methods to be used to improve the academic performance of students
identified as at risk of academic failure or at risk of dropping out of school,

5) May indude requests for waivers of State laws, rules, or policies for that
school. A request for a waiver shall meet the requirements of
G.S.115G105.26;

(6) Shall include a plan to provide a diftge lunch period for every teacher on
a daily basis or as otheise approved by the school improvement team; and

(7)  Shall include a plan to provide ddfyee instructional planning time for
every teacher under G.515G301.1, with the goal of providing an average
of at least five hours of planning time per week.

(8) Shall include a plan to identify and eliminate unnecessary and redundant
reporting requirements for teachers and, to the extent practicable, streamline
the school's reporting system and procedures, including requiring forms and
reports to be in electroniform when possible and incorporating relevant
documents into the student accessible components of the Instructional
Improvement System.

(c) SchoolVote on the Plani Support among affected staff members is essential to
successful implementation of a sch improvement plan to address improved student
performance at that school. The principal of the school shall present the proposed school
improvement plan to all of the principals, assistant principals, instructional personnel,
instructional support persael, and teacher assistants assigned to the school building for their
review and vote. The vote shall be by secret ballot. The principal shall submit the school
improvement plan to the local board of education only if the proposed school improvement
planhas the approval of a majority of the staff who voted on the plan.

(cl) Consideration of the School Safety Comporeaiitthe Plan.i The superintendent
shall review the school safety components of the school improvement plans and make written
recommendatios on them to the local board of education. Prior to a vote to accept a'school
improvement plan in accordance wi{thS.115G105.2/(d), the local board of education shall
review the school safety compongnf the plan for that school in closed sessibhe board
shall make findings on the safety composaitthe plan. Neither the safety components of the
plan nor the boats findings on the safety components of the plan shall be set out in the
minutes of the board.

(d)  Adoption of the Plani The localboard of education shall accept or reject the
school improvement plan. The local board shall not make any substantive changes in any
school improvement plan that it accepts. If the local board rejects a school improvement plan,
the local board shall stateith specificity its reasons for rejecting the plan; the school
improvement team may then prepare another plan, present it to the principals, assistant
principals, instructional personnel, instructional support personnel, and teacher assistants
assigned tohe school building for a vote, and submit it to the local board to accept or reject. If
no school improvement plan is accepted for a school within 60 days after its initial submission
to the local board, the school or the local board may ask to userdbesp to resolve
disagreements recommended in the guidelines developed by the State Board under
G.S.115G105.20(b)(5). If this request is made, both the school and local board shall
participate in the process to resolve disagreements. If there is resréquise that process,
then the local board may develop a school improvement plan for the school. The General
Assembly urges the local board to utilize the school's proposed school improvement plan to the
maximum extent possible when developing suchaa.pl

(e)  Effective Period of the Plaii. A school improvement plan shall remain in effect for
no more than two years; however, the school improvement team may amend the plan as often
as is necessary or appropriate. If, at any time, any part of a schoolvengent plan becomes
unlawful or the local board finds that a school improvement plan is impeding student
performance at a school, the local board may vacate the relevant portion of the plan and may
direct the school to revise that portion. The procedsete®ut in this subsection shall apply to
amendments and revisions to school improvement plans.

() Elimination of Other Unnecessary Plandf a local board of education finds that a
school improvement plan adequately covers another plan that the ¢bcal sdministrative
unit is otherwise required to prepare, the local school administrative unit shall not be required
to prepare an additional plan on the matter.
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(@) Compliance With Requirement§. Any employee, parent, or other interested
individual or organization is encouraged to notify the principal of any concerns regarding
compliance with this section. In addition, any employee, parent, or other interested individual
or_organization may submit in writing to the superintendent concerns regardindiacwap
with this section. The superintendent shall make a -daithl effort to investigate the concern.
The superintendent shall upon request provide a written response to the £oncern.

SECTION 8.41.(b) G.S5.143318.11(a)(8) reads as rewritten:

"(@) Permited Purposed. It is the policy of this State that closed sessions shall be held
only when required to permit a public body to act in the public interest as permitted in this
section. A public body may hold a closed session and exclude the public cetlyamtiosed
session is required:

e

(8) To formulate plans by a local board of education relating to emergency
response to incidents of school violermeéo formulate and adopt the school
safety componesnt of school improvement plans by a local board of
education or a school improvement team.

SECTION 8.41.(c) This section applies beginning with the 2€A&L4 school year.

CRISIS KITS

SECTION 8.42. Article 8C of Chapter 115C of the General Statutes is amended by
adding a new section to read:
"§ 115G105.8. School crisis kits.

The Department of Public Instruction consultation with the Department of Public Safety
through the North Carolina Center for Safer Schowmlay develop anédopt policies on the
placement of school crisis Kkits in schools andtlvacontentsof those kits. The kits stuld
include at a minimum basic firstaid supplies communications devicesand other items
recommended by the International Association of Chiefs of €olic

The principal of each schqdh coordination with the & enforcement agencid¢hat are
part of thelocal board of educatics emergency response planay place one or more crisis
Kits at appropriate locationn the schoof.

SCHOOL SAFETY FOR CHARTER SCHOOLS AND REGIONAL SCHOOLS
SECTION 8.43.(a) G.S.115G238.29F is amended by adding a new subsection to
read:

"(al) Emergency Response Plain A charter schoglin coordination with local law
enforcement agencigis encouraged tadoptan emergency response plan relating to incidents
of school violence. Theg#ans are notonsidered public record as the terfpublic record is
defined underG.S.1321 and shall not be subject to inspection and examination under
G.S.1326.

Charter _schoolsare _encouraged tprovide schematic diagrams and keys to the main
entrance of schodlacilities to local law enforcemeragencies, in addition implemening the
provisions inG.S.115G105.49(b)andG.S.115G105.52"

SECTION 8.43.(b) G.S.115G238.66 is amended by adding a new subdivision to

read:

"(7a) Emergency RespoasPlani A regionalschool in coordination with local
law enforcement agencies encouraged tadoptan emergency response
plan relating to incidents of school violence. These plans areonsidered
a public record as the tertpublic record is defned undelG.S.1321 and
shall not be subject to inspection and examination un@e$.132-6.
Regional schools are encouraged to provide schematic diagrams and keys to
the main entrance of school facilities to local law enforcement agencies, in
addition toimplementing the provisions i6.S.115G105.49(b) andG.S.
115G105.52"

EMERGENCY AND CRISIS TRAINING

SECTION 8.44. The Department of Public Safety, through the North Carolina
Center for Safer Schools and in conjunction with the Department of Jastidhe Department
of Public Instruction, is encouraged to develop school emergency and crisis training modules
for school employees and provide them to schools as soon as practicable.
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VOLUNTEER SCHOOL SAFETY RESOURCE OFFICER PROGRAM
SECTION 8.45.(a) G.S 14-269.2(a) is amended by adding a new subdivision to

read:

"(3a) Volunteer shool safety resource officeir. A person who volunteers as a
school safety resource officer as provided ©19.S.16226 or
G.S.160A-2884."

SECTION 8.45.(b) G.S.14-269.2(g) 8 amended by adding a new subdivision to

read:
“(g)  This section shall not apply to any of the following:

é
(7) A volunteerschool safety resource offic providing security at a school
pursuant toan agreement agrovided in G.S.115G47(61) andeither
G.S.16226 or G.S.160A-2884, provided that thesolunteerschool safety
resouce officeris acting in the discharge of the persoofficial duties and
is on theeducational propertyf the schoothatthe officer was assignetb
by thehead of the approjate local law enforcement agenty.
SECTION 8.45.(c) G.S.115G47 is amended by adding a new subdivision to read:
"8 115G47. Powers and duties generally.
In addition to the powers and duties designated in G5G36, local boards of education
shall have the power or duty:

<]

(61) To Provide a Safe School EnvironmentLocal boards of educatiomay
enter into an agreement with the sherdiief of policeof a localpolice
department, or chief of police of a county police departntemprovide
securityat the schools by assigninglunteerschoolsafetyresourceofficers
who meet theselectionstandardsand criteria developed by the head of the
appropriate local law enforcement agenagd the criteria set out in
G.S5.16226 or G.S.160A-288.4 as appropate.”

SECTION 8.45.(d) G.S.160A-282(c) reads as rewritten:

"(c) The board of commissioners of any county may provide that persons who are
deputized by the sheriff of the county as special deputy sheriffs or persons who are serving as
volunteer lawenforcement officers at the request of the sheriff and under his authority, while
undergoing official training and while performing duties on behalf of the county pursuant to
orders or instructions of the sheriff, shall be entitled to benefits under the Narthin@
Workers' Compensation Act and to any fringe benefits for which such persons qualify.

This subsection shall not apply to volunteer school safety resource officdesa@aedn
G.S.162-26."

SECTION 8.45.(e) Article 3 of Chapter 162 of the Genkftatutes is amended by

adding a new section to read:
"8162-26. Sheriff may establishvolunteer schoolsafetyresource officer program.

(@) The sheriff may establish a volunteer schaalfety resource officer prograno
provide nonsalariedspecial depug¢s to serve as school safety resource officersgoublic
schools To be a volunteer in the program, a person rhase prior experience asther(i) a
swornlaw enforcement officeor (ii) a military policeofficer with a minimum of twoyears
service If a person with experience as a military police officer islormer in the armed
services, the person must also have an honorable discharge. A program volunteer must receive
training on research into the social and cognitive development of elementaaiie,maidd high
school childrenand must also meet the selection standards and additional criteria
established by the sheriff.

(b)  Eachvolunteershall report to the sherifind shall work under the direction and
supervision of the sheriff or the shesfflesigneavhen carrying outhe volunteés duties as a
school safety resource officdlo volunteermay be assigned ta school as a school safety
resource officer until the voluntedas updated or renewed the voluntedsw enforcement
training _and has been certified bythe North Carolina Sheriff Educatin and Traning
Standards Commissiams meeting theducational and firearms proficienstandards required
of persons servings special deputsheriffs A volunteer is not required to meet the phgs
standards required by the North Carolina ShsrifEducation and Training Standards
Commission but must have a standard medical exam to ensure the volunteer is in good health.
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A person selected by the sheriff to serve as a volunteer under this shetidrave the power
of arrest while performing official duties as a volunteer school sedsturceofficer.

© Thesheriff mayenter into an agreement with the local baafréducatiorto provide
volunteer school safety resource officendso meetboth the criteria established by this section
andthe selection and training requirements set by the sheriff of the cfmurthe schoolsThe
sheriff shall be responsible fahe assignment of anyolunteer school safety resourcticer
assigned to a publechoolandfor the supervision of the officer.

(d)  There shall be no liability on the part of and no cause of action shall arise @jainst
volunteer school safetyesourceofficer, the Sheriffor employees of the sheriff supervisiag
volunteerschool sadity officer,_or the public school systewor its employesfor any goodfaith
action taken by them in the performance of their dutigh regard to the volunteer school
safety resource offic@arogram established pursuant to this section.

SECTION 8.45.(f) Article 13 of Chapter 160A of the General Statutes is amended
by adding a new section to read:
"8 160A-2884. Police chief may establish volunteer school safety resource officer
program.

(a) The chief of police of a localpolice department or of a counpolice department
may establish a volunteer schaalfetyresource officer prograro provide nonsalariegpecial
law enforcement officerso serve as school safety resource offigensublic schoolsTo be a
volunteer in the program, a person musive prior experience aeither (i) a sworn law
enforcement officepr (ii) a military policeofficer with a minimum of twoyears service If a
person with experience as a military police officer islowgerin the armedservices, the
person must also have &onorable discharge. A program volunteer must receive training on
research into the social and cognitive development of elementary, middle, and high school
children and musalso meetthe selection standards and any additional criteria established by
the chief of police.

(b) Eachvolunteershallreport to thechief of police ad shallwork under the direction
and supervision of thehief of police or the chi&fdesigneavhen carrying outhe voluntees
duties as a school safety resource offibkr.volunteermaybe assigned ta school as a school
safety resource officer until the voluntebas updated or renewed the voluntedaw
enforcement training anlklasbeen certified byhe North Carolina Criminal Justice Education
and Training Standards Commni@s as meeting theeducational and firearms proficiency
standards required of persons senasgriminal justice officersA volunteer is not required to
meet the physical standards required by Nweth Carolina Criminal Justice Education and
Training Sandards Commissidmut must have a standard medical exam to ensure the volunteer
is in_good healthA person selected by thehief of policeto serve as a volunteer under this
section shalhave the power of arrest while performing official duties as anteer school
safetyresourceofficer.

© Thechief of policemayenter into an agreement with the local boafréducatiorto
providevolunteer school safety resource officadso meetboth the criteria established by this
section andhe selection anddining requirements set by thbief of policeof the municipality
or_countyin which the schoolsare locatedThe chief of policeshall be responsible fahe
assignment of anyolunteer school safety resourofficer assigned to a public schaarhdfor
the supervision of the officer.

(d)  There shall be no liability on the part of and no cause of action shall arise @&gainst
volunteer school safetyesourceofficer, the chief of policeor employees of théocal law
enforcement agencsupervisinga volunteer school safety officeror the public school system
or its employesfor any goodfaith action taken by them in the performance of their dutids
regard to the volunteer school safety resource offowegram established pursuant to this
section'

SECTION 8.45.(g) This section becomes effective December 1, 2013.

INFORMATION TECHNOLOGY OVERSIGHT CAPACITY

SECTION 8.46. Notwithstanding G.S143G6-4 and subject to the direction,
control, and approval of the State Board of Education, the State Supéenteof Public
Instruction shall realign existing resources within the Department of Public Instruction to
increase the information technology oversight capacity of the Department. The Superintendent
shall identify two positions for this purpose in orderestablish a Chief Information Officer
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and a Project Management Officer. The realignment of the positions and resources is subject to
the approval of the Office of State Budget and Management.

STUDY VIRTUAL CHARTER SCHOOLS

SECTION 8.48. The State Boardf Education shall study and determine needed
modifications for authorization and oversight of virtual charter schools, including application
requirements, enroliment growth, and funding allocations, and shall prepare these
recommendations in the form dfaft rules and proposed statutory changes. The State Board
shall present the draft rules and the proposed statutory changes to the Joint Legislative
Education Oversight Committee by February 1, 2014.

This section shall not be construed to affect litigag@nding as of the date of the
enactment of this section.

PILOT PROGRAM TO RAISE THE HIGH SCHOOL DROPOUT AGE FROM
SIXTEEN TO EIGHTEEN

SECTION  8.49.(a) Notwithstanding  G.S/B-1501(27), 115€378,
115G238.66(3), 11&35(b)(2), and 143805(20), the StateBoard of Education shall
authorize the Hickory Public Schools and the New@mmover City Schools to establish and
implement a pilot program to increase the high school dropout age from 16 years of age to the
completion of the school year coinciding witle calendar year in which a student reaches 18
years of age, unless the student has previously graduated from high school.

SECTION 8.49.(b) Each local school administrative unit may use any funds
available to it to implement the pilot program in accomawith this section to (i) employ up
to three additional teachers and (ii) fund additional stutdated costs, such as transportation
and technology costs, including additional computers, to serve a greater number of students as a
result of the pilot ppgram. Each local school administrative unit may also use any funds
available to it to operate a night school program for students at risk of dropping out of high
school. To the extent possible, the local school administrative units shall partner \aitvb&at
Valley Community College in administering the pilot program.

SECTION 8.49.(c) The local school administrative units, in collaboration with the
State Board of Education, shall report to the Joint Legislative Education Oversight Committee,
the House Apropriations Subcommittee on Education, and the Senate Appropriations
Committee on Education/Higher Education on or before January 1, 2016. The report shall
include at least all of the following information:

(1) An analysis of the graduation rate in eaohal school administrative unit

and the impact of the pilot program on the graduation rate.

(2)  The teen crime statistics for Catawba County.

(3) The number of reported cases of violations of compulsory attendance laws in
Catawba County and the dispositiminthose cases.

(4)  The number of atisk students served in any night programs established as
part of the pilot program and student graduation and performance outcomes
for those students.

(5)  All relevant data to assist in determining the effectivenégfieo program
and specific legislative recommendations, including the continuation,
modification, or expansion of the program statewide.

SECTION 8.49.(d) The State Board of Education shall not authorize a pilot
program under subsection (a) of this sectanept upon receipt of a copy of a joint resolution
adopted by the boards of education for the Hickory Public Schools and the Neartowuer
City Schools setting forth a date to begin establishment and implementation of the pilot
program.

PART IX. THE EX CELLENT PUBLIC SCHOO LS ACT OF 2013

STATE EMPLOYEE LITERACY VOLUNTEER LEAVE TIME
SECTION 9.1.G.S.1264 reads as rewritten:
"§ 1264. Powers and duties of State Personnel Commission.
Subject to the approval of the Governor, the State Personnel Comnshsibrestablish
policies and rules governing each of the following:
é
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(5b) A leave program that allows employgesolunteer in a literacy program in
a public schobfor up to five hours each month

é. n

MAXIMIZE INSTRUCTIONAL TIME

SECTION 9.2.(a) G.S.115G174.12(a) reads as rewritten:

"(@) The State Board of Education shall establish policies and guidelines necessary for
minimizing the time students spend taking tests administered through State and local testing
programs, for minimizing the frequency feeld testing at any one school, and for otherwise
carrying out the provisions of this Article. These policies and guidelines shall include the
following:

Q) Schools shall devote no more than two days of instructional time per year to
the taking of praiice tests that do not have the primary purpose of assessing
current student learning;

(2) Students in a school shall not be subject to field tests or national tests during
the twoweek period preceding the administration of -efdrade tests,
endof-course tests, or the school's regularly scheduled final exams; and

3) No school shall participate in more than two field tests at any one grade level
during a schoolyearunless—that-school-velunteers,—through—a—vete-of its

cam—topariatein-an e anded—number—of_field

testsyear.
(4)  All annualassessmentsf student achievememidopted by the State Board

of Educationpursuant td5.S.115G174.1Xc)(1) and (3)and all final exams
for courseshall be administered within the final I@structioral days of the
school year for yealiong courses and within the finfive instructional days

of the semesterfor semester course€xceptions shall be permitted to
accommodate student individualized education program and section 504
(29 U.SC. § 794) plansind for the administration of final exams fmurses
with national or internationalcurricula required to be held at designated
times.

These policies shall reflect standard testing practices to insure reliability and validity of the
sampletesting. The results of the field tests shall be used in the final design of each test. The
State Board of Education's policies regarding the testing of children with disabilities shall (i)
provide broad accommodations and alternate methods of assefisatee consistent with a
ehild'sstudent individualized education program and section 504 (29 U.S.C. § 794) plans, (ii)
prohibit the use of statewide tests as the sole determinant of decisions abéddsstudents
graduation or promotion, and (irovide parents with information about the Statewide Testing
Program and options fatudentshildren with disabilities. The State Board shall report its
proposed policies and proposed changes in policies to the Joint Legislative Education Oversight
Commitee prior to adoption.

The State Board of Education may appoint an Advisory Council on Testing to assist in
carrying out its responsibilities under this Article."

SECTION 9.2.(b) Notwithstanding the provisions of G.815G174.11(c), the
State Board of &ucation shall report to the Joint Legislative Education Oversight Committee
prior to the purchase and implementation of a new assessment instrument to assess student
achievement on the Common Core State Standards, including the Common Core Smarter
BalanceConsortium Assessments. The State Board shall not purchase such an assessment
instrument without the enactment of legislation by the General Assembly authorizing the
purchase.

SECTION 9.2.(c) This section applies beginning with the 2€ABL4 school year.

STRENGTHEN TEACHER LICENSURE AND MODIFY LICENSURE FEES
SECTION 9.3.(a) G.S.115G296, as amended by Section 5(b) of S.L. 202@,
reads as rewritten:
"§ 115G296. Board sets licensure requirements; reports; lateral entry and mentor
programs.

e
(a2) The State Board of Education shaltpese-thefollowingestablish aschedule of

fees for teacher licensure and administratikangeshangesThefees established under this
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subsection shatot exceed the actual costmvidingthe service The schedulenay include
fees foranyof the followingservices
(1)  Application for demographic or administrative changes tolicanse,
$30.00license.
(2)  Application for a duplicate license or for copies of documents in the
licensurefiles-$30-0dfiles.
(3)  Application for a renewal, extension, addition, upgracknstatementand

variation to dicense;-$55-0lcense.
4) Initial application for a New, InState Approved ProgranGraduate,
$55.00Graduate.

5) Initial application foran Out-of-Statelicense-$85-00icense.
(6)  All other applications-$85-08pplications.

FheAn applicant must payhefeeany nonrefundable service feed the timethean
application is submitted.

(a3) The State Board of Education shall report to the Joint Legislative Education
Oversight Committee by March 15 in _any yetrat the amount of fees in the fee schedule
established undesubsection (a2) of this sectidres been modified during the previous 12
months.The report shall include the number of personnel paid from licensure recaigts
change in personnel paid from receipts, other related costs covered by the receipts, and the
estimated unexpended receipts as of June 30 of the year reported.

é. "

SECTION 9.3.(b) G.S.115G296, as amendealy Section 5(b) of S.L. 201326,
reads asawritten:
"8 115G296. Board sets licensure requirements; reports; lateral entry and mentor
programs.

e

(b) It is the policy of the State of North Carolina to maintain the highest quality teacher
education programs and school administrator programs &r twdenhance the competence of
professional personnel licensed in North Carolina. To the end that teacher preparation programs
are upgraded to reflect a more rigorous course of study, the State Board of Education, as lead
agency in coordination and coopgon with the University Board of Governors, the Board of
Community Colleges and such other public and private agencies as are necessary, shall
continue to refine the several licensure requirements, standards for approval of institutions of
teacher educen, standards for institutiebased innovative and experimental programs,
standards for implementing consortibased teacher education, and standards for improved
efficiencies in the administration of the approved programs.

(1) Licensure Standards.

a. The licensure program shall provide for initial licensure after
completion of preservice training, continuing licensure after three
years of teaching experience, and license renewal every five years
thereafter, until the retirement of the teacher. Thelilzetse renewal
received prior to retirement shall remain in effect for five years after
retirement. The licensure program shall also provide for lifetime
licensure after 50 years of teaching.

b. The State Board of Education, in consultation with the @aair
Governors of The University of North Carolina, shall evaluate and
develop enhanced requirements for continuing licensure. The new
requirements shall reflect more rigorous standards for continuing
licensure and shall be aligned with higbality profesional
development programs that reflect State priorities for improving
student achievemerttandards for continuing licensure shall include
at leasteight continuing education credits with at ledsee credits
requiredin ateaches academic subjectea.

é
(b2) An undergraduate student seeking a degree in teacher education must attain passing
scores on a preprofessional skills test prior to admission to an approved teacher education
program in a North Carolina college or university. The State BoaEto€ation shall permit
students to fulfill this requirement by achieving the prescribed minimum scores set by the State
Board of Education for the Praxis | tests or by achieving the appropriate required score, as
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determined by the State Board of Education the verbal and mathematics portions of the
SATSAT or ACT. The minimum combined verbal and mathematics score set by the State
Board of Educationfor the SAT shall be betweenr—900—and—1:200100 or greaterThe
minimum compositescore set by the Statoard of Education for the ACT shall be 24 or
greater.

(c) 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. To this end, before the
198586 school yeabegins, the State Board of Education shall develop criteria and procedures
to accomplish the employment of such individuals as classroom teachers. Beginning with the
20062007 school year, the criteria and procedures shall include preservice traifinghen
identification and education of children with disabilities and (ii) positive management of
student behavior, effective communication for defusing and deescalating disruptive or
dangerous behavior, and safe and appropriate use of seclusion adtresitilled individuals
who choose to enter the profession of teaching laterally may be grapredisionalateral
entry teaching license for no more than three years and shall be required to obtain licensure
before contracting for a fourth year of siee with any local administrative unit in this State.

6
SECTION 9.3.(c) G.S.115G296, as amendeoly Section 5(b) of S.L. 201326,
and as rewritten by subsections (a) and (b) of this section, reads as rewritten:
"8 115G296. Board sets licensure reqtements; reports; lateral entry and mentor
programs.

(8 The State Board of Education shall have entire control of licensing all applicants for
teaching positions in all publielementary—-and-higechools of North Carolina; and it shall
prescribe the ruke and regulations for the renewal and extension of all licenses and shall
determine and fix the salary for each grade and type of license which it authorizes.

The State Board of Educatienayshallrequire an applicant for an initial bachelors degree
certificatdicenseor graduate degreeertificatdicenseto demonstrate the applicant's academic
and professional preparation by achieving a prescribed minimum score on a standard
examination appropriate and adequate for that purpBEsnentary Education ({6) and
special education general curriculdeachersshall also achieve a prescribed minimum score
on subtests or standard exaations specific tdeaching reading and mathemati€se State
Board of Education shall permit an applicant to fulfill any suchirig requirement before or
during the applicant's second year of teaching provided the applicant took the examination at
least once during the first year of teaching. The State Board of Education shall make any
required standard initial licensure exasrficiently-rigorous and raise the prescribed minimum
score as necessary to ensure that each applicasitegsateeceivedhigh-quality academic
and professional preparationtesaehteacheffectively.

(al) The State Board shall adopt policies that esthbthe minimum scores for any
required standard examinations and other measures necessary to assess the qualifications of
professional personnel as required under subsection (a) of this section. For purposes of this
subsection, the State Board shall notsbbject to Article 2A of Chapter 150B of the General
Statutes. At least 30 days prior to changing any policy adopted under this subsection, the State
Board shall provide written notice to all North Carolina schools of education and to all local
boards okducation. The written notice shall include the proposed revised policy.

(a2) The State Board of Education shall establish a schedule of fees for teacher licensure
and administrative changes. The fees established under this subsection shall not exceed the
actual cost of providing the service. The schedule may include fees for any of the following
services:

(1)  Application for demographic or administrative changes to a license.

(2)  Application for a duplicate license or for copies of documents in the
licensue files.

(3)  Application for a renewal, extension, addition, upgrade, reinstatement, and
variation to a license.

(4) Initial application for a New, k&tate Approved Program Graduate.

(5) Initial application for an Oubf-State license.

(6)  All other appications.

An applicant must pay any nonrefundable service fees at the time an application is
submitted.
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(a3) The State Board of Education shall report to the Joint Legislative Education
Oversight Committee by March 15 in any year that the amount of fettwe ifee schedule
established under subsection (a2) of this section has been modified during the previous 12
months. The report shall include the number of personnel paid from licensure receipts, any
change in personnel paid from receipts, other relatsts amvered by the receipts, and the
estimated unexpended receipts as of June 30 of the year reported.

(b) It is the policy of the State of North Carolina to maintain the highest quality teacher
education programs and school administrator programs in tragrhance the competence of
professional personnel licensed in North Carolina. To the end that teacher preparation programs
are upgraded to reflect a more rigorous course of study, the State Board of Education, as lead
agency in coordination and coopéwatwith the University Board of Governors, the Board of
Community Colleges and such other public and private agencies as are necessary, shall
continue to refine the several licensure requirements, standards for approval of institutions of
teacher educatip standards for institutiebased innovative and experimental programs,
standards for implementing consortidbased teacher education, and standards for improved
efficiencies in the administration of the approved programs.

(2) Licensure standards.

a. The licensure program shall provide for initial licensure after
completion of preservice training, continuing licensure after three
years of teaching experience, and license renewal every five years
thereafter, until the retirement of the teacher. Thelilzetse renewal
received prior to retirement shall remain in effect for five years after
retirement. The licensure program shall also provide for lifetime
licensure after 50 years of teaching.

b. The State Board of Education, in consultation with the Baxrd
Governors of The University of North Carolina, shall evaluate and
develop enhanced requirements for continuing licensure. The new
requirements shall reflect more rigorous standards for continuing
licensure and shall be aligned with higbality profesonal
development programs that reflect State priorities for improving
student achievement. Standards for continuing licensure shall include
at least eight continuing education credits, with at least three credits
required in the teacher's academic subjertas. Standards for
continuing licensurdor elementary and middle school teachsall
include at least three continuing education credits related to literacy
Literacy renewal credits shall include evideii@sed assessment,
diagnosis, and interventostrategies for students not demonstrating
reading proficiency. Oral language, phonemic and phonological
awareness, phonics, vocabulary, fluency, and comprehension shall be
addressed in literaenelated activities leading to license renewal for
elementaryschool teachers.

C. The State Board of Education, in consultation with local boards of
education and the Board of Governors of The University of North
Carolina, shall (i) reevaluate and enhance the requirements for
renewal of teacher licenses and (ii) soler modifications in the
license renewal achievement and to make it a mechanism for teachers
to renew continually their knowledge and professional skills.

(2)  Teacher education progranis.

a. The State Board of Education, as lead agency in coordinaiibn w
the Board of Governors of The University of North Carolina, the
North Carolina Independent Colleges and Universities, and any other
public and private agencies as necessary, shall continue to raise
standards for entry into teacher education programs.

Reserved for future codification.

To further ensure that teacher preparation programs remain current
and reflect a rigorous course of study that is aligned to State and
national standards, the State Board of Education, in consultation with
the Board ©Governors of The University of North Carolina, shall do

oo
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all of the following to ensure that students are prepared to teach in
elementary schools:

1. Provide students with adequate coursework in the teaching of
reading and mathematics.
2. Assess studentprior 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. Continue to provide students with preparation in applying
formative and summative assessments within the school and
classroom setting through technoleggsed assessment
systems available in North Carolina schools that measure and
predict expected student improvement.

4. Prepare students to integrate arts across thieum.

d. The State Board of Education, in consultation with local boards of
education and the Board of Governors of The University of North
Carolina, shall evaluate and modify, as necessary, the academic
requirements of teacher preparation programs tiadents preparing
to teach science in middle and high schools to ensure that there is
adequate preparation in issues related to science laboratory safety.

e. The standards for approval of institutions of teacher education shall
require that teacher eduaati programs for all students inclutiee
ollowmg demonstratedempetenciempetencies:

irAll teacher education progranis
I —theThe identification and education of children
with disabilities-andisabilities.

1. {i)-pesitivePositivemanagemenof student behavior
and effective communication techniques for defusing
and deescalating disruptive or dangerous behavior.

Elementary andpecialeducationgeneralcurriculum teacher

educationprograms

I. Teaching of reading, including a substantive
understanding of reading as a process involving oral
language, phonological and phonemic awareness,
phonics, fluency, vocabulary, and comprehension

1. Evidencebased assessment and diagnosis of specific
areas of difficulty with reading development and o
reading deficiencies

Ill.  Appropriate application of instructional supports and
services and reading interventions to ensure reading
proficiency for all students.

f. The State Board of Education shall incorporate the criteria developed
in accordance wit G.S.116-74.21 for assessing proposals under the
School Administrator Training Program into its school administrator
program approval standards.

N

SECTION 9.3.(d) For the 20132014 fiscal year only and notwithstanding Article
2A of Chapter 150B othie General Statutes, the State Board of Education shall be exempt from
rulemaking in establishing a schedule of fees for teacher licensure and administrative changes
pursuant to G.S115G296(a2), as amended by this section.

SECTION 9.3.(e) The State Boar of Education shall develop a plan to require the
schools of education to measure performance and provide an annual report on the demonstrated
competencies included in their elementary and special education general curriculum teacher
education programs di) teaching of reading, including a substantive understanding of reading
as a process involving oral language, phonological and phonemic awareness, phonics, fluency,
vocabulary, and comprehension; (ii) evidethesed assessment and diagnosis of specias
of difficulty with reading development and of reading deficiencies; and (iii) appropriate
application of instructional supports and services and reading interventions to ensure reading
proficiency for all students. The plan shall address requirisgriformation to be included in
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the annual performance reports to the State Board and the higher education educator
preparation program report cards required by G15G296, as enacted by this section. The
State Board shall report to the Joint LegisiatEducation Oversight Committee on or before
March 15, 2014, on the plan to include this information in the performance reports required for
the 20142015 school year.

SECTION 9.3.(f) Subsection (b) of this section applies beginning with the
20132014 sbool year. Subsection (c) of this section applies beginning with the- 23
school year.

For teachers who are in their fourth or fifth year of their currentyaar license
renewal cycle, the changes required by G1%G296(b)(1)b., as enacted bybsections (b)
and (c) of this section, shall apply beginning with the first year of their nexy&ae license
renewal cycle.

SCHOOL PERFORMANCE GRADES
SECTION 9.4.(a) Section 7A.3(e) of S.L. 201242 is repealed.
SECTION 9.4.(b) Article 8 of Chapted 15C of the General Statutes is amended by
adding a new Part to read:
"Part 1B. School Performance.
"8 115G83.11 Schoolachievement growth, performance scores, and grades

(@) School Scores and Gradés.The State Board of Education shall award school
achievement, growth, armmerformance scoreendanassociategerformancegradeasrequired
by G.S.115G12(9)cl, and calculated as provided in this sectiohhe State Board of
Education shall enter all nessary data into the Education Validded Assesaent System
(EVAAS) in order to calculatechool performance scores and grades.

(b)  Calculationof the School Achievement Scaré In calculating the overall school
achievemenscore earned by schools, the State Board of Educationtstadlihe sum of pats
earned by schoolon all of the following indicatorghat are measured for that school
One point for each percent of students who score at or above proficient on
annual assessments for mathematics in grades three through eight.

One point foreach percent of students who score at or above proficient on
annual assessments for reading in grades three through eight.
One point for each percent of students who score at or above proficient on
annual assessments for science in grades five ahtd eig
One point for each percent of students who score at or above proficient on
the Algebra lor Integrated Math | endf-course test
One point for each percent of students who score at or above proficient on
the Englishll end-of-course test
One point for each percent of students who score at or above proficient on
the Biology endof-course test
One point for each percent of students who completeAlgebra 1 or
Integrated Math llend-of-course teswith a passing grade.
One pointfor 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) One point for each percent of students enrolled ine€taand Technical
Education courses who meet the standard when scoring at Silver, Gold, or
Platinum levels on a nationally normed test of workplace readiness.
(10) One point for each percent of students who graduate within four years of
entering high schal.

Each school achievement indicatsnall beof equal value when used to determine the
overall school achievement scofde overallschoolachievement score shall ranslated to a
100-point scaleand used for school reporting purposes as provide@.S.115G12(9)cl,
115G238.29F, and 115Q238.66

© Calculation ofthe School Growth Score.i _Using EVAAS, the State Board shall
calculatethe overall growth score earned by schodis calculating the total growth score
earned by schools, the State Bbanf Education shall weight student growth dhe
achievemenindicatorsas provided in subsection (b) of this sectibat have available growth
values The numericalvalues used to determimghether a school has met, exceedechas not
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met expected gmth shall be translated to a 1P0int scaleand used for school reporting
purposes as provided .S.115G12(9)c1, 115G238.29F, and 115238.66

(d)  Calculation ofthe School Performanc8coresand Grades For schools exceeding
or not meeting expeetl school growth,hie State Board of Education shae EVAAS to
calculatethe school performance score hgding tle school achievemersicore asprovided in
subsectionk) of this sectionandthe school growthscore as provided in subsection) (of this
section earned bya school The £hool achievemenscoreshall account for eighty percent
(80%), and the school growthscoreshall account for (20%) of the total sufor schools
meeting expected growth, and with a school achievement score of eighgntp0%) or
higher, the school performance score shall solely reflect the achievement score. For schools
meeting expected growth, and with a school achievement score below eighty percent (80%),
the school achievemestoreshall account for eighty pence(80%) and the school growth
score shall account for twenty percent (20%) of the total Siamall schoolsthetotal school
performance scorshall be converted to a 1(®int scaleand used to determin@ school
performance grade based on the follogvscale:

A school performance score dflaast 90s equivalent taan overall school
performance grade of A.

A school performance score dflaast 80is equivalent taan overall school
performance grade of B.

A school performance score dflaast 70is equivalent taan overall school
performance grade of C.

A school performance score dflaast 60is equivalent taan overall school
performance grade of D.

A schoolperformance score of less th@® pointsis equivalent tan overall
school performance grade of F.

(e) Elementary and Middle Schod®eading and MathAchievementScores i For
schools serving students in kindergarten through eighth grade, the achmsmentscores in
reading and mathematics, respectively, shalidpeted separate on the annuaschoolreport
card provided unde€b.S.115G12(9)cl, 115G238.29F and 115E238.66.

(f) Indication of Growth.i In addition to awardingthe overall schoolscores for
achievementgrowth and performance andhe performancegrade, using EVAAS, the State
Board shall designate thatsahool has met, exceedast has not met expected growfthhe
designation of studenmjrowth shall be clearly displayed in the annual school report card
provided undef5.5.115G12(9)cl., 115€238.29Fand 115C238.66"

SECTION 9.4.(c) G.S.115G12(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 growthperformance 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 shownaifect student performance and that
the State Board considers relevant to assess the State's efforts to
improve student performance. As a part of the annual "report card"
for each local school administrative unit, the State Board shall
awarcaward in _accadance with G.S.115G83.11, an overall
numerical schoohchievement, growthand performance score on a
scale of zero to 100 and a correspongiegormancdetter grade of
A, B, C, D, or F earned by each school within the local school
administrative unit The school performance score and grade shall
reflect student performance on annual sukgpecific assessments,
college and workplace readiness measures, and graduation rates. For
schools serving students in any grade from kindergarten to eighth
grade,separate performance scores and grades shall also be awarded
based on the school performance in reading and mathematics
respectively. The annual "report card" for schools serving students in
third grade also shall include 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
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demonstrating reading proficiency as indicated in G15G83.7(a);
and (iii) were exempt from mandatory third grade reten by
category of exemption as listed in G135G83.7(b)."

SECTION 9.4.(d) G.S.115G12(24) reads as rewritten:

"(24) Duty to Develop Standards for Alternative Learning Programs, Provide
Technical Assistance on Implementation of Programs, and Evaluate
Programs.i The State Board of Education shall adopt standards for
assigning students to alternative learning programs. These standards shall
include (i) a description of the programs and services that are recommended
to be provided in alternative learginprograms and (i) a process for
ensuring that an assignment is appropriate for the student and that the
student's parents are involved in the decision. The State Board also shall
adopt policies that define what constitutes an alternative school and an
alternative learning program.

The State Board of Education shall also adopt standards to require that
local school administrative units shall use (i) the teachers allocated for
students assigned to alternative learning programs pursuant to the regular
teache allotment and (ii) the teachers allocated for students assigned to
alternative learning programs only to serve the needs of these students.

The State Board of Education shall provide technical support to local
school administrative units to assist themdeveloping and implementing
plans and proposals for alternative learning programs.

The State Board shall evaluate the effectiveness of alternative learning
programs and, in its discretion, of any other programs funded from the
Alternative Schools/ARisk Student allotment. Local school administrative
units shall report to the State Board of Education on how funds in the
Alternative Schools/ARisk Student allotment are spent and shall otherwise
cooperate with the State Board of Education in evaluatincplitieenative
learning programs. As part of its evaluation of the effectiveness of these
programs, the State Board shall, through the application of the accountability
system developed und&.S.115G83.11 andG.S.115G105.35, measure
the educational pasfmance and growth of students placed in alternative
schools and alternative programs. If appropriate, the Board may modify this
system to adapt to the specific characteristics of these schools. Also as part
of its evaluation, the State Board shall evadu#t standards adopted under
this subdivision and make any necessary changes to those standards based
on strategies that have been proven successful in improving student
achievement and shall report to the Joint Legislative Education Oversight
Committee ly April 15, 2006 to determine if any changes are necessary to
improve the implementation of successful alternative learning programs and
alternative schools."

SECTION 9.4.(e) It is the intent of the General Assembly to provide clear
information to the pulix regarding school performance. To this end, the State Board of
Education shall do the following when providing information on school report cards as required
by G.S.115G12(9)cl.:

(1)  Solely use the school performance grade calculation method antingesul
scores and grades as provided under G1SG83.11, as enacted by this
section.

(2) Include a description understandable by members of the general public of
the school performance grade calculation method and resulting scores and
grades.

SECTION 9.4.(f) The State Board of Education shall issue the first annual report

cards under G.2.15G12(9)cl., as amended by this section, no earlier than August 1, 2014.

SECTION 9.4.(g) This section applies beginning with the 2€A@®L4 school year.

PAY FOR EXCELLENCE

SECTION 9.5. When a robust evaluation instrument and process that accurately
assesses and evaluates the effectiveness of teachers, especially in the area of student growth, is
wholly implemented in North Carolina, it is the intent of the GeneraeAwly that the
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evaluation instrument and process be utilized in the implementation of a plan of performance
pay for teachers in this State.

TEACHER CONTRACTS
SECTION 9.6.(a) G.S.115G325 is repealed.
SECTION 9.6.(b) Part 3 of Article 22 of Chapter 1C50f the General Statutes is
amended by adding new sections to read:
"8115C-325.1 Definitions.
As used in thifart, the following definitions appty

(1) "Day' means calendar day. In computing any period of time, Rule 6 of the
North Carolina Rules of @il Procedure shall apply.

(2) "Demoté means to reduce the salary of a person who is classified or paid by
the State Board of Education as a classroom teacher or as a school
administratorduring the time of the contracthe word"demoté does not
include(i) a suspension without pay pursuant3d.115G3255(a); (ii) the
elimination _or reduction of bonus payments, including nisaged
supplements or a systemwide modification in the amount of any applicable
local supplement; (iii) any reduction in salathat results from the
elimination of a special duty, such as the duty of an athletic coach or a choral
director, or (iv) any reduction of pay as compared to a geom ofcontract

(3) "Disciplinary suspensidnmeans a final decision to suspend a teadbr
school administrator without pay for no more than 60 days under
G.S.115G3255(h).

(4) "Residential schoblmeansa school operated by the Department of Health
and Human Services that provides residential services to students pursuant to
Part 3A ofArticle 3 of Chapter 143B®f the General Statutes a school
operated pursuant to Article 9C of Chapter 1t6€he General Statutes

(5)  "School administratdrmeans a principal, assistant principal, supervisor, or
director whose major function includése direct or indirect supervision of
teaching or any other part of the instructional progras provided in
G.S.115G287.1(a)(3).

(6) "Teachet means a persameeting each of the following requirements

a. Who holds at leastine of the followindicenses issud by the State
Board of Education
1. A currentstandardorofessionakducatols license.

2. A current lateral entry teaching license
3. A reqular, not expired, vocational license

b. Whose major responsibility is to teach or directly supervisghirg
or who is classified by the State Board of Education or is paid either
as a classroom teacher or instructional support personnel

C. Who is employed to fill a fultime, permanent position.

(7)  "Year' means a calendar year beginning JuandendingJune 30.
"8 118C-325.2. Personnel files.

(a) Maintenance of Personnel File.The superintendent shall maintain in lis her
office_a personnel file for each teacher that contains any complaint, commendation, or
suggestion for correction or improvemeiiiout the teachsrprofessional conduct, except that
the superintendent may elect not to place in a teadher(i) a letter of complaint that contains
invalid, irrelevant, outdated, or false information or (ii) a letter of complaint when there is no
documentation of an attempt to resolve the issue. The complaint, commendation, or suggestion
shall be signed by the person who makes it and shall be placed in the'sefiiehenly after
five days notice to the teacher. Any denial or explanation relatingsuch complaint,
commendation, or suggestion that the teacher desires to make shall be placed in the file. Any
teacher may petition the local board of education to remove any informatiorthieot®achés
personnel file thathe teacherdeems invalidjrrelevant, or outdated. The board may order the
superintendent to remove said information if it finds the information is invalid, irrelevant, or
outdated.

(b) Inspection of Personnel Files.The personnel file shall be open for the teasher
inspection aall reasonable times but shall be open to other persons only in accordance with
such rules and requlations as the board adopts. Any preemployment data or other information
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obtained about a teacher befdne teachés employment by the board may be kapta file
separate fronhe teachés personnel file and need not be made availablinéoteacherNo

data placed in the preemployment file may be introduced as evidence at a hearing on the
dismissal or demotion of a teacher, except the data may be wsesubistantiate
G.S.115G3254(a)(7) or G.S.115G3254(a)(14) as grounds for dismissal or demotion.

"§ 115G325.3. Teachercontracts.

(a) Length ofContract.i A contract between the local board of education and a teacher
who has been employed by thedbboard of educatiofor less than three years shall be for a
term of one school year. A contract or renewal of contract between the local board of education
and a teacher who has been employed byated board of education for three years or more
shallbe for a term of one, two, or four school years.

(b) SuperintendenRecommendation to Local BoardlLocal boards of education shall
employ teachers upon the recommendation of the superarteifca superintendent intends to
recommend to the local boaofl education that a teacher be offered a new or renewed contract,
the superintendent shall submit the recommendation to the local board for audicshall
include in the recommendation the length of the term of contfastiperintendent shatinly
recanmenda teacherfor a contract ofa termlonger than onechoolyear if the teacher has
shown effectiveness as demonstrabgdproficiencyon the evaluation instrumenfThe local
board may approve the superinten&erdcommendatigrmaydecide not to offetheteachem
new or renewedcontract or may decide to offer the teacher a renewed contract for a different
term than recommended by tha@perintendent

(c) Dismissal During Term of Contradt A teacher shall not be dismissed or demoted
during the termof the contract except for the grounds and by the procedure set forth in
G.S.115G3254.

(d) Recommendation on Nonrenewallf a superintendent decides not to recommend
that the local board of education offer a renewentract toa teacherthe superitendent shall
give theteachemritten notice othedecision no later thafune 1

(e Right to Petition for Hearing. A teacher shall have the right to petition the local
board of education for a hearimg later tharlO days after receiving written noé. The local
board mayin its discretion,grant a hearing regarding the superintendeecommendation for
nonrenewal. The local board of education shall notify the teacher making the petition of its
decision whether to grant a hearitfgthe requestor a hearing is grantedhe local board shall
conduct a hearing pursuant to the provision&@.115G45(c) and make a final decision on
whether to offer théeachemr renewedontract.The board shall notify a teacher whose contract
will not be renewd for the next school year of its decision by June 15; provided, however, if a
teacher submits a request for a hearing, the board shall provide the nonrenewal notification
within 10 days of the hearingr such later date upon the written consent of thersujendent
and teacherA decision not to offera teachera renewedcontract shall notbe arbitrary,
capricious, discriminatory, for personal or political reasongnoany basis prohibited by State
or federal law

(f) Failure to Offer Contract or Notifgn Nonrenewal of Contradt.If a teacher fails to
receive a contract offdsut does not receive written notification frothhe superintendendf a
recommendation _ohonrenewal and the teacher continues to teach in the local school
administrative unit whout entering into a contract with the local board, upon discovery of the
absence of contract, the board by majority vote shall do one of the following:

(1) Offer the teacher a ongear contract expiring no later than June 30 of the
current school year.

(2 Dismiss the teacher and provide the teacher with the equivalent of one
additional montls pay. A teacher dismissed as provided in this section shall
be considered an -aill employee and shall not be entitled to a hearing or
appeal of the dismissal.

[(s)] Local boards of education and teachers employed by the local boanhumasily
modify the terms of the comtctto permit partime employmentAn individual thatmutually
modifiesa full-time contract to permit patime employmenbor enters into a patime contract
is not a teacher as defined@S.115G325.16).

"8 115G325.4 Dismissal or demotion for cause

(a) Grounds.i No teachershall be dismissedlemotedor reduced t@mploynenton a
parttime basigor disciplinary reasonduring the ternof the contractexcept for one or more
of the following:
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1) Inadequate performanceln determining whether the professional
performance of a teacher is adequate, consideration shall be given to regular
and special evaluation reports prepared in accordaitte the published
policy of the employing local school administrative unit and to any
published standards of performance which shall have been adopted by the
board. Inadequate performance for a teacher shall mean (i) the failure to
perform at a proficienlevel on any standard of the evaluation instrument or
(ii) otherwise performing in a manner that is below standard.
Immorality.
Insubordination.
Neglect of duty.
Physical or mental incapacity.
Habitual or excessive use of alcohol asnmedical use of a controlled
substance as defined in Article 5 of Chapter 90 of the General Statutes.
Conviction of a felony or a crime involving moral turpitude.
Advocating the overthrow of the government of the United States or of the
State of Mrth Carolina by force, violence, or other unlawful means.
Failure to fulfill the duties and responsibilities imposed upon teachers or
school administrators by the General Statutes of this State.
(10) Failure to comply with such reasonable requiremeagsthe board may
prescribe.
(11) Any cause which constitutes grounds for the revocation of the té&acher
teaching license or the school administratadministrator license.
(12) Failure to maintain his or her license in a current status.
(13) Failure torepay money owed to the State in accordance with the provisions
of Article 60of Chapter 143 of the General Statutes.
(14) Providing false information or knowingly omitting a material fact on an
application for employment or in response to a preemploymeuniry.
(15) A justifiable decrease in the number of positions due to district
reorganization, decreased enrollment, or decreased funding.

(b) Dismissal Procedurel The procedures providein G.S.115G325.6 shall be
followed for dismissls, demotons, or redudions to parttime employmentfor disciplinary
reasongor any reason specified in subsectiondbbhis section
"8 115G325.5 Teacher suspension

(a) ImmediateSuspension Without Pay If a superintendent believes that cause exists
for _dismising a teacher for any reason specifiedGr5.115G3254 and that immediate
suspension of the teacher is necessary, the superintendent may suspend the teacher without pay.
Before suspending a teacher without pay, the superintendent shall meet withctiexr tnd
give him or her written notice of the charges against the teacher, an explanation ofslierbas
the charges, and an opportunity to respond. Within five days after a suspension under this
subsectionthe superintendent shall initiate a dismliss@motion, or disciplinary suspension
without pay as provided in this section. If it is finally determined that no grounds for dismissal,
demotion, or disciplinary suspension without pay exist, the teacher shall be reinstated
immediately, shall be paidf the period of suspension, and all records of the suspension shall
be removed from the teaclepersonnel file.

(b) Disciplinary Suspension Without Pay. A teacher recommended for disciplinary
suspension without pay may request a hearing before tind. Bt hearing shall be conducted
as provided inG.S.115G325.7.1f no request is made within 15 days, the superintendent may
file_his or her recommendation with the board. If, after considering the recommendation of the
superintendent and the evidencklaced at the hearing if one is held, the board concludes that
the grounds for the recommendation are true and substantiated by a preponderance of the
evidence, the board, if it sees fit, may by resolution order such suspension.

(c) Suspension With Pay If a superintendent believes that cause may exist for
dismissing or demoting a teacher for any reasons specifie@.$1115G3254 but that
additional investigation of the facts is necessary and circumstances are such that the teacher
should be removed imediately fromthe teachés duties, the superintendent may suspend the
teacher with pay for a reasonable period of time, not to exceed 90 days. The superintendent
shall notify the board of education within two daystloé¢ superintedents action and shall
notify the teacher within two days of the action and the reasons for it. If the superintendent has
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not initiated dismissal or demotion proceedings against the teacher within-tsy @@riod,

the teacher shall be reinstated thee teachés duties immedhately, and all records of the
suspension with pay shall be removed from the teachersonnel file ahe teachés request.
However, if the superintendent and theacheragree to extend the Qfay period, the
superintendent may initiate dismissal onmion proceedings against the teacher at any time
during the period of the extension.

"8 115G3256. Procedure for dismissal or demotion ofr teacherfor cause

(a) Recommendation of Dismissal or DemotignA teachermay not be dismissed,
demoted, or muced to partime employmenfor disciplinary reasonduring the term of the
contractexcept upon the superintendemecommendatiobased on one or more of the grosnd
in G.S.115G325.4

(b) Notice of Recommendation. Before recommending to a boardetdismissal or
demotion ofa teacherthe superintendent shall give written notice to thecherby certified
mail or personal delivery adhe superintendestintention to make such recommendation and
shall set forth as part d¢iie superintendestrecommendation the grounds upon which he or she
believes such dismissal or demotion is justified. The superintendent also shall meet with the
teacheland provide written notice of the charges againstaheheyan explanation of the basis
for the charges, anén opportunity to respond if théeacherhas not done so under
G.S.115G3255(a). The notice shall include a statement to the effect thateteher within
14 days after the date of receipt of the notroay request a hearing before the board on the
superintenders recommendationA copy of Part 3 of Article 22 of Chapter 1156f the
General Statuteshall also be sent to theacher

© Request for Hearing.i Within 14 days after receipt of the noticeof
recommendationthe teachemay file with thesuperintendent a written request for a hearing
before the board on the superinten&erdcommendationthe superintendent shall submit his
or_her recommendatiorto the board Within five days after receiving the superintendent
recommendation and beforaking any formal action, the board shall set a time and place for
the hearing and shall notify the teacher by certified mail or personal delivery of the date, time,
and place of the hearing. The time specified shall not be less than 10 nor more tlays 30 d
after the board has notified the teacher, unless both parties agree to an exidmsiogaring
shall be conducted as provideddnS.115G325.7.

(d) No Requesfor Hearing.i If the teacheroes not request a hearing beftire board
within the 14 @ys provided, the superintendent may submit his or her recommendation to the
board The board, if it sees fit, may by resolution (i) reject the superintesdenbmmendation
or (i) accept or modify the superintendsmecommendation and dismiss, demogénstate, or
suspend theeachemwithout pay.

"8 115G325.7. Hearing before board.

(a) The following procedures shall apply for a board heaforgdismissal, demotion,

reductionto parttime employment for disciplinary reasoms, disciplinary suspemsn without

pay.

(1)  The hearing shall be private.

(2) The hearing shall be conducted in accordance with reasonable rules adopted
by the State Board of Education to govern such hearings.

(3) At the hearing, théeacherand the superintendent shall have tiight to be
present and to be heard, to be represented by counsel, and to present through
witnesses any competent testimony relevant to the issue of whether grounds
exist for adismissal, demotion, reductior tparttime employment for
disciplinary reasas ordisciplinary suspension withopay.

(4) Rules of evidence shall not apply to a hearing under this subsextidrhe
board may give probative effect to evidence that is of a kind commonly
relied on by reasonably prudent persons in the conductiotiseffairs.

(5) At leastfive days before the hearing, the superintendent shall provide to the
teachera list of witnesses the superintendent intends to present, a brief
statement of the nature of the testimony of each witness, and a copy of any
documetrary evidence the superintendent intends to present.

(6) At least three days before the hearing, theachershall provide the
superintendent a list of withesses ttgacherintends to present, a brief
statement of the nature of the testimony of each wé&nend a copy of any
documentary evidence theacheintends to present.
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(7) No new evidence may be presented at the hearing except upon a finding by
the board that the new evidence is critical to the matter at issue and the party
making the request calilnot, with reasonable diligence, have discovered
and produced the evidence according to the schedule provided in this
section.

(8) The board may subpoena and swear witnesses and may require them to give
testimony and to produce records and documentsameti¢w the grounds for
dismissal, demotion, reduction to p#rhe employment for disciplinary
reasons, or disciplinary suspension without pay.

(9) The board shall decide all procedural issues, including limiting cumulative
evidence, necessary for a famdaefficient hearing.

(10) The superintendent shall provide for making a transcript of the heaieg.
teachermay request and shall receive at no charge a transcript of the
proceedings.

"8 115G325.8. Right of appeal.

(@) A teacher wb (i) has beerdismissed, demotedor reduced to employment on a
parttime basis for disciplinary reasons during the term of the contract as provided in
G.S.115G325.4, orhas received daisciplinary suspension without pags provided in
G.S.115G325.5 and (ii) requestedand participated ira hearing before the local board of
education,shall havea furtherright of appeal from thdinal decision of the local boardf
education to the superior court of the Stateonp or more othe following groundsthat the
decision

Is in violation of constitutional provisions

Isin excess of the statutory authority or jurisdiction of the board
Wasmade upon unlawful procedure

Is affected by other error of law

Is unsupported by substantial evidence in view of ¢hére record as
submitted

Is arbitrary or capricious.

(b)  An appeal pursuant to this section must be filed within 30 days of notification of the
final decision of the local board of education and shall be decided on the administrative record.
The swerior court shall havauthorityto affirm or reverse the local bo&gdlecision or remand
the matter to the local board of education. The superiat sball not have authority to award
monetary damages or to direct the local board of education to iatdenn employment
contract of more than one year, ending June 30.

"8 115G3259. Teacher resignation

(a) Teacher Resignation Following Recommendation for Dismi$sHla teacherhas
been recommended for dismissal un@6.115G3254 and theteacherchooses to resign
without the written agreement of the superintengéen:

(1)  The superintendent shall report the matter to the State Board of Education.
(2) Theteachershall be deemed to have consented to (i) the placement in the
teaches personnefile of the written notice of the superintendsribtention

to _recommend dismissal and (ii) the release of the fact that the
superintendent has reported theéscherto the State Board of Education to
prospective employers, upon request. The provisios.$f115G321 shall

not apply to the release of this particular information.

(3) The teachershall be deemed to have voluntarily surrendered his or her
license pending an investigation by the State Board of Education in a
determination whether or not t®ek action against theeaches license.

This license surrender shall not exceed 45 days from the date of resignation.
Provided further that the cessation of the license surrender shall not prevent
the State Board of Education from taking any furtheroactit deems
appropriate. The State Board of Education shall initiate investigation within
five working days of the written notice from the superintendent and shall
make a final decision as to whether to revoke or suspernddbies license

within 45 day from the date of resignation.

(b)  Thirty Days Notice ResignatiorRequirementi A teachemwho is not recommended
for dismissal should not resigiuring the term of the contragtithout the consent of the
superintendent unless he or she has given at Bfaslays notice. If a teacher who is not

Page92 S402 [Ratified]

6 EEeRE




recommended for dismissal does redilgming the term of the contraatithout giving at least

30 daysnotice, the board may request that the State Board of Education revoke thegeacher
license for the remaindeasf that school year. A copy of the request shall be placed in the
teaches personnel file.

"8 115CG32510. Application to certain institutions.

Notwithstanding any law or requlation to the contrary, fPastshall apply to all persons
employed in teadhg and related educational classes in the schools and institutions of the
Departments ofHealth and Human Servicesnd Public Instructionand the Divisiors of
Juvenile Justicand Adult Correctiorof the Department of Public Safetggardless of the age
of the students.

"8 115G32511.  Dismissal of school administrators and teachers employed in
low-performing residential schools.

(a) Notwithstanding any other provision of this section or any other law,ségton
shall govern the dismissal by ti8tate Board of Educatiorof teachers, principals, assistant
principals, directors, supervisors, and other licensed personnel assigned to a residential school
that the State Board has identified as-jesvforming and to which the State Board has assigned
an asstance team. Thé&tate Boardshall dismiss a teacher, principal, assistant principal,
director, supervisor, or other licensed personnel wheftite Boardeceives two consecutive
evaluations that include written findings and recommendations regardatg pHrsols
inadequate performandeom the assistance team. These findings and recommendations shall
be substantial evidence of the inadequate performance of the teacher or school administrator.

(b) The State Boardmay dismiss a teacher, principal, assi$tprincipal, director,
supervisor, or other licensed personnel when:

(1) The State Boarddetermines that the school has failed to make satisfactory
improvement after the State Board assigned an assistance team to that
school

(2) That assistance team neskthe recommendation to dismiss the teacher,
principal, assistant principal, director, supervisor, or other licensed personnel
for one or more grounds establishedGnS.115G3254 for dismissal or
demotion of aeacher

Within 30 days of any dismissalnder this subsection a teacher, principal, assistant
principal, director, supervisor, or other licensed personnel may request a hearing before a panel
of three members designated by ttate Board The State Boardshall adopt procedures to
ensure that dw process rights are afforded to persons recommended for dismissal under this
subsectionDecisions of the panel may be appealed on the record SidateeBoard

(c) Notwithstanding any other provision of this section or any other lawstiisection
shdl govern the dismissal by th&tate Boaraf licensed staff members who have engaged in a
remediation plan undeés.S.115G105.38A(c) but who, after one retest, fail to meet the general
knowledge standard set by the State Board. The failure to meetntb@lgenowledge standard
after one retest shall be substantial evidence of the inadequate performance of the licensed staff
member.

Within 30 days of any dismissal under thighsectiona licensed staff member may request
a hearing before a panel of thmeembers designated by tBéate BoardTheState Boardhall
adopt procedures to ensure that due process rights are afforded to licensed staff members
recommended for dismissal under thisectionDecisions of the panel may be appealed on
the record tdhe State Board

(d)  The State Boardor the superintendent of a residential school may terminate the
contract of a school administrator dismissed undergbaion. Nothing in this section shall
prevent theState Boardrom refusing to renew the contraaftany person employed in a school
identified as lowperforming.

(e) Neither party to a school administrator teachercontract is entitled to damages
under this section.

(f) The State Boardghall have the right to subpoena witnesses and documentsaih beh
of any party to the proceedings under this section.

"8 115G32512. Procedure for dismissal of principals employed in lowperforming
schools.

(a) Dismissal of Principals Assigned to LeRaforming Schools With Assistance
Teams.i Notwithstanding any ther provision of thisPart or any other law, thisection
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governs the State Boasddismissal of principals assigned to tperforming schools to which
the StateBoard has assigned an assistance team

(b)  Authority of State Board to Dismiss Principdl. The State Board through its
designee may, at any time, recommend the dismissal of any principal who is assigned to a
low-performing school to which an assistance team has been assigned. The State Board through
its designee shall recommend the dismissahgfmincipal when th&tateBoard receives from
the assistance team assigned to that pririsipahool two consecutive evaluations that include
written findings and recommendations regarding the prinsips@dequate performance.

(©) Procedure$or Dismissalof Principal.i

Q) If the State Board through its designee recommends the dismissal of a
principal under thissection the principal shall be suspended with pay
pending a hearing before a panel of three members of the State Board. The
purpose of thishearing, which shall be held within 60 days after the
principal is _suspended, is to determine whether the principal shall be
dismissed.

(2) The panel shall order the dismissal of the principal if it determines from
available information, including the fiimgs of the assistance team, that the
low performance of the school is due to the prin&pahadequate
performance.

(3) The panel may order the dismissal of the principal if (i) it determines that the
school has not made satisfactory improvement dfteState Board assigned
an _assistance team to that school and (ii) the assistance team makes the
recommendation to dismiss the principal for one or more grounds
established i15.S.115G 3254 for dismissal or demotion oftaacher

(4) If the State Board roits designee recommends the dismissal of a principal
before the assistance team assigned to the pritscg@iool has evaluated
that principal, the panel may order the dismissal of the principal if the panel
determines from other available informatidrat the low performance of the
school is due to the principgginadequate performance.

(5) In all hearings under thisection the burden of proof is on the principal to
establish that the factors leading to the scBdoWw performance were not
due to tke principak inadequate performance. In all hearings urbtey
section the burden of proof is on the State Board to establish that the school
failed to make satisfactory improvement after an assistance team was
assigned to the school and to establiske @mm _more of the grounds
established for dismissal or demotion déachemunderG.S.115G3254.

(6) In all hearings under thisection two consecutive evaluations that include
written findings and recommendations regarding firaicipals inadequate
performance from the assistance team are substantial evidence of the
inadequate performance of the principal.

(7)  The State Board shall adopt procedures to ensure that due process rights are
afforded to principals under thisedion. Decisions of the panehay be
appealed on the record to the State Board.

(d) The State Board of Education or a local board may terminate the contract of a
principaldismissed under this section.

(e) Neither party to a school administrator contract is entitled to damages uiger th
section.

(f) The State Board shall have the right to subpoena witnesses and documents on behalf
of any party to the proceedings under this section.
"8 115G32513. Procedure for dismissal of teachers employed in lowerforming schools.

(@ Notwithstandhg any other provision of thiBartor any other law, thisectionshall
govern the State Bodsddismissal of teachers, assistant principals, directors, and supervisors
assigned to schools that the State Board has identified gseidarming and to whit the State
Board has assigned an assistance team under Article 8B of this Chapter. The State Board shall
dismiss a teacher, assistant principal, director, or supervisor when the State Board receives two
consecutive evaluations that include written findirand recommendations regarding that
persors _inadequate performancdrom the assistance team. These findings and
recommendations shall be substantial evidence of the inadequate performance of the teacher
assistant principal, director, or supervisor

Page94 S402 [Ratified]




The State Board may dismiss a teacher, assistant principal, director, or supervisor
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(1) The State Board determines that the school has failed to make satisfactory
improvement after the State Board assigned an assistance team to that school
underG.S.115G105.38; and

(2) That assistance team makes the recommendation to dismiss the teacher,
assistant principal, director, or supervisor for one or more grounds
established i15.S.115G3254 for dismissal or demotiofor cause

A teacher, assistant primeil, director, or supervisor may request a hearing before a panel
of three members of the State Board within 30 days of any dismissal undsedtian The
State Board shall adopt procedures to ensure that due process rights are afforded to persons
reconmended for dismissal under thgection Decisions of the panel may be appealed on the
record to the State Board.

(© Notwithstanding any other provision of thHartor any other law, thisectionshall
govern the State Bodsd dismissal of licensed stafhembers who have engaged in a
remediation plan unde€s.S.115G105.38A€) but who, after one retest, fail to meet the general
knowledge standard set by the State Board. The failure to meet the general knowledge standard
after one retest shall be substahévidence of the inadequate performance of the licensed staff
member.

(d) A licensed staff member may request a hearing before a panel of three members of
the State Board within 30 days of any dismissal underst#geion The State Board shall adopt
procedures to ensure that due process rights are afforded to licensed staff members
recommended for dismissal under thection Decisions of the panel may be appealed on the
record to the State Board.

(e The State Board of Education or a local board mamiteate the contract of a
teacher, assistant principal, director, or supendsgmissed under this section.

() Neither party to a school administrator or teacher contract is entitled to damages
under this section.

(@) The State Board shall have the tighh subpoena witnesses and documents on behalf
of any party to the proceedings under this section.

SECTION 9.6.(c) G.S.115G45(c) reads as rewritten:

"(c) Appeals to Board of Education and to Superior CduAn appeal shall lie to the
local board oeducation from any final administrative decision in the following matters:

(1) The discipline of a student under G135G390.7, 115€390.10, or
115G390.11;

(2)  An alleged violation of a specified federal law, State law, State Board of
Education policy, State rule, or local board policy, including policies
regarding grade retention of students;

(3) The terms or conditions of employment or employment status of a school
employee; and

(4)  Any other decision that by statute specifically provides for a riglappeal
to the local board of education and for which there is no other statutory
appeal procedure.

As used in this subsection, the term "final administrative decision” means a decision of a
school employee from which no further appeal to a school adnaitaisis available.

Any person aggrieved by a decision not covered under subdivisions (1) through (4) of this
subsection shall have the right to appeal to the superintendent and thereafter shall have the right
to petition the local board of education fhearing, and the local board may grant a hearing
regarding any final decision of school personnel within the local school administrative unit.
The local board of education shall notify the person making the petition of its decision whether
to grant a haang.

In all appeals to the board it is the duty of the board of education to see that a proper notice
is given to all parties concerned and that a record of the hearing is properly entered in the
records of the board conducting the hearing.

The board of @ducation may designate hearing panels composed of not less than two
members of the board to hear and act upon such appeals in the name and on behalf of the board
of education.

An appeal of right brought before a local board of education under subdivi$jd2) 3);
or (4) of this subsection may be further appealed to the superior court of the State on the
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grounds that the local board's decision is in violation of constitutional provisions, is in excess of
the statutory authority or jurisdiction of thedrd, is made upon unlawful procedure, is affected
by other error of law, is unsupported by substantial evidence in view of the entire record as

submltted or |s arbltrary or capnmod%weve#the—ngh{—ef—a—neneemﬁed—emmeyee%—&ppeal

"§ 115G287.1. Method of employment of principals, assistant principals, supervisors,
and directors.
(@ (1) BeginningJuly-1-1995-dlll persons employed as school administsator
shall be employed pursuant to this section.

2  Netwithstandings-S-115G287Ha)} 1) the-following-schooladministrators

3) For purposes of this section, school administrator means a:

a. Principal;

b. Assistant principal;
C. Supervisor; or

d. Director,

whose major function includes the direct or indirect supervision of tegchi
or of any other part of the instructional program.

4y Nething—i—this—seeton—shall-be—construed—to—confer—ecareer—status—on any

(b) Local boards of education shall employ school administratbesare-ineligible-for
career—status—as—provided—i6-S-115G325(e3)—upon the recommendation of the
superintendent. The initial conttabetween a school administrator and a local board of
education shall be for two to four years, ending on June 30 of the final 12 months of the
contract. In the case of a subsequent contract between a principal or assistant principal and a
local board of ducation, the contract shall be for a term of four years. In the case of an initial
contract between a school administrator and a local board of education, the first year of the
contract may be for a period of less than 12 months provided the contractdseeffective on
or before September 1. A local board of education may, with the written consent of the school
administrator, extend, renew, or offer a new school administrator's contract at any time after the
first 12 months of the contract so long as titlen of the new, renewed, or extended contract
does not exceed four years. Rolling annual contract renewals are not allowed. Nothing in this
section shall be construed to prohibit the filling of an administrative position on an interim or
temporary basis.

(c) The term of employment shall be stated in a written contract that shall be entered
into between the local board of education and the school administrator. The school
administrator shall not be dismissed or demoted during the term of the contradtfexcep
grounds and by the procedure by whictageeiteacher may be dismissed or demdtedcause
as set forth i5-S-3156325G.S.115G325 4.
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(d) If a superintendent intends to recommend to the local board of education that the
school administratobe offered a new, renewed, or extended contract, the superintendent shall
submit the recommendation to the local board for action. The local board may approve the
superintendent's recommendation or decide not to offer the school administrator a new,
reneved, or extended school administrator's contract.

If a superintendent decides not to recommend that the local board of education offer a new,
renewed, or extended school administrator's contract to the school administrator, the
superlntendent shall give tilsehool administrator written notice of his or her deciseg-the
reasons—forhis—or-her—decisio later than May 1 of the final year of the contract. The
superintendent's reasons may not be arbitrary, capricious, discriminatory, personal,
politicakpolitical, or prohibited by State or federal laMo action by the local board or further
notice to the school administrator shall be necessary unless the school administrator files with
the superintendent a written request, within 10 days of receipedfuperintendent's decision,
for a hearing before the local board. Failure to file a timely request for a hearing shall result in a
waiver of the right to appeal the superintendent's decision. If a school administrator files a
timely request for a hearinghe local board shall conduct a hearing pursuant to the provisions
of G.S.115G45(c) and make a final decision on whether to offer the school administrator a
new, renewed, or extended school administrator's contract.

If the local board decides not tof@f the school administrator a new, renewed, or extended
school administrator's contract, the local board shall notify the school administrator of its
decision by June 1 of the final year of the contract. A decision not to offer the school
administrator anew, renewed, or extended contract may be for any cause that is not arbitrary,
capnmous dlscrlmlnatory, personar—pemrealrpolltlcal or prd1|b|ted by State or federal law

tes.

(e) Repealed by Session Laws 1995, c. 369, s. 1.
() If the superintendent or the local board of educafiafs to notify a school

administrator by June 1 of the final year of the contract that the school administrator will not be
offered a new school administrator's contract, the school administrator shall be entitled to 30
days of additional employment orv@eance pay beyond the date the school administrator
receives written notice that a new contract will not be offered.

(h)  An individual who holds a provisional assistant principabstificatdicense and
who is employed as an assistant principal under T1.82-284(c) shall be considered a school
administrator for purposes of this section. Notwithstanding subsection (b) of this section, a
local board may enter into orygar contracts with a school administrator who holds a
prowsmnal aSS|stant pnnmpaéactmeaitellcense lif—the—seheel—aelmmls#ater—held—eapeepstatus
assistant

administrator
atus as
missed or
demeted—unde@%—l—lé@-%%—Nothmg |n thIS subsectlon or G SlSC 284(0) shaII be
construed to require a local board to extend or renew the contract of a school administrator who
holds a provisional assistant princip&kstificatelicense’

SECTION 9.6.(e) The State Board of Education shall develop by rule as gredvi
in Article 2A of Chapter 150B of the General Statutes a model contract for use by local boards
of education in awarding teacher contracts. The State Board may adopt a temporary rule for a
model contract as provided in GR0B-21.1 to provide a contcato local boards of education
no later than January 1, 2014, but shall replace the temporary rule with a permanent rule as
soon as practicable.

SECTION 9.6.(f) G.S.115G325(c)(1) through (c)(3) and G.$15325(c)(5) and
(c)(6) are repealed effectiveudust 1, 2013. Individuals who have not received career status
prior to the 2012014 school year shall not be granted career status during the2@D43

S402 [Ratified] Paged7




school year. All teachers who have not been granted career status prior to H20P0%8hool
year $all be offered only ongear contracts, except for qualifying teachers offered ayear
contract as provided in subsection (g) of this section, until the-2018 school year.

SECTION 9.6.(g) Beginning September 1, 2013, to June 30, 2014, all
superiiendents shall review the performance and evaluations of all teachers who have been
employed by the local board for at least three consecutive years. Based on these reviews, the
superintendent shall identify and recommend to the local board tfreatpercent (25%) of
those teachers employed by the local board for at least three consecutive years to be awarded
four-year contracts beginning with the 262@15 school year. The superintendent shall not
recommend to the local board any teacher for ayearcontract unless that teacher has shown
effectiveness as demonstrated by proficiency on the teacher evaluation instrument. The local
board of education shall review the superintendent's recommendation and may approve that
recommendation or may select oteachers as part of the twetftye percent (25%) to offer
four-year contracts, but the local board shall not offer any teacher -gdaurcontract unless
that teacher has shown effectiveness as demonstrated by proficiency on the teacher evaluation
instrument. Contract offers shall be made and accepted no later than June 30, 2014. A teacher
shall cease to be employed pursuant to G1SG325 and voluntarily relinquishes career status
or any claim of career status by acceptance of ayfear contract asrpvided in this section.

SECTION 9.6.(h) Teachers employed by a local board of education on
contract beginning with the 2042D15 school year shall receive a five hundred dollar
($500.00) annual pay raise for each year of the-year contrac

SECTION 9.6.(I) Subsection (a) of this section becomes effective June 30, 2018,
and no teacher employed by a local board of education on or after that date shall have career
status. G.S115G325 applies only to teachers with career status after Iyrk034.

SECTION 9.6.()) Subsection (b) of this section becomes effective July 1, 2014.
G.S.115G325.1 through G.S115G325.13, as enacted by this section, shall apply to all
teachers on oneor fouryear contracts beginning July 1, 2014. A $G3251 through
G.S.115G325.13, as enacted by this section, shall apply to all teachers employed by local
boards of education or the State on or after July 1, 2018.

SECTION 9.6.(k) Subsections (c) and (d) of this section become effective July 1,
2014, and agdp to all employees employed on or after that date.

SECTION 9.6.(I) Except as otherwise provided in this section, this section is
effective when this act becomes law.

TEACHER CONTRACT CONFORMING CHANGES

SECTION 9.7.(a) G.S.115G105.26(b)(2) reads aswatten:

"(2) State rules and policies, except those pertaining to public school State salary
schedules and employee benefits for school employees, the instructional
program that must be offered under the Basic Education Program, the system
of employment ér public school teachers and administrators set out in
G.S.115G287.1 ands-S-335G325jn Part 3of Article 22 of this Chapter,
health and safety codes, compulsory attendance, the minimum lengths of the
school day and year, and the Uniform Educationdrep System."

SECTION 9.7.(b) G.S.115G105.37B(a)(2) reads as rewritten:

"(2) Restart model, in which the State Board of Education would authorize the
local board of education to operate the school with the same exemptions
from statutes and rules ascharter school authorized under Part 6A of
Article 16 of this Chapter, or under the management of an educational
management organization that has been selected through a rigorous review
process. A school operated under this subdivision remains undemiinel co
of the local board of education, and employees assigned to the school are
employees of the local school administrative unit with the protections
provided byG-S-315G325Part 3 of Article 22 of this Chaptér.

SECTION 9.7.(c) G.S.115G105.38A readss rewritten:

"8 115G105.38A. Teacher competency assurance.

é

(d) Retesting; Dismissali Upon completion of the remediation plan required under
subsection (c) of this section, theertifiedicensed staff member shall take the general
knowledge test aegond time. If thesertifiedicensedstaff member fails to acquire a passing
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score on the second test, the State Board shall begin a dismissal proceeding under

6:S:115C325(g)(28)G.S.115G325(q)(2a) 0/G.S.115G325.13.
e

)] Other Actions Not Precluded Nothing in this section shall be construed to restrict
or postpone the following actions:
1 The dismissal of a principal undérS-315G325(gH1H)(G.S.115G32512.
(2) The dismissal of a teacher, assistant principal, director, or supervisor under
GSAI5G325(2)G.S. 115C325(q)(2) 01G.S.115G 32513,
(3) The dismissal or demotion afecaree-an employee for any of the grounds
listed undele-S-3156325(e)(5.S.115G325(e) 0r1G.S.115G3254.
(4) The nonrenewal of a school administrator'gmbationaryteacher's contract
of empleyment-egmployment.
) 5)  TFhe decisionto-grant-career-status.
e. "
SECTION 9.7.(d) G.S.115G105.39 reads as rewritten:
"§ 115G105.39. Dismissal or removal of personnel; appointment of interim
superintendent.
(@  Within 30 days of the initial identification of a school as {performing, whether
by the local school administrative unit under G $5G105.37(al) or by the State Board under
G.S.115G105.37(a), the superintendent shall take one of the following actoomteming the
school's principal: (i) recommend to the local board that the principal be retained in the same
position, (ii) recommend to the local board that the principal be retained in the same position
and a plan of remediation should be developed, recommend to the local board that the
principal be transferred, or (iv) proceed un@&-1156325G.S.115G325.41t0 dismiss or
demote the principal. The principal may be retained in the same position without a plan for
remediation only if the principavas in that position for no more than two years before the
school is identified as loyerforming. The principal shall not be transferred to another
principal position unless (i) it is in a school classification in which the principal previously
demonstated at least 2 years of success, (ii) there is a plan to evaluate and provide remediation
to the principal for at least one year following the transfer to assure the principal does not
impede student performance at the school to which the principalng transferred; and (iii)
the parents of the students at the school to which the principal is being transferred are notified.
The principal shall not be transferred to another-p@sforming school in the local school
administrative unit. If the superintdent intends to recommend demotion or dismissal, the
superintendent shall notify the local board. Within 15 days of (i) receiving notification that the
superintendent intends to proceed un@e®$-115G325G.S.115G325.4 or (ii) its decision
concerning te superintendent's recommendation, but no later than September 30, the local
board shall submit to the State Board a written notice of the action taken and the basis for that
action. If the State Board does not assign an assistance team to that sdhibel State Board
assigns an assistance team to that school and the superintendent proceeds under
G-S-415G325G.5.115G325.4t0 dismiss or demote the principal, then the State Board shall
take no further action. If the State Board assigns an assistatetd the school and the
superintendent is not proceeding un@6-1156325G.S5.115G325.4t0 dismiss or demote
the principal, then the State Board shall vote to accept, reject, or modify the local board's
recommendations. The State Board shall nolig/lbcal board of its action within five days. If
the State Board rejects or modifies the local board's recommendations and does not recommend
dismissal of the principal, the State Board's notification shall include recommended action
concerning the prinpal's assignment or terms of employment. Upon receipt of the State
Board's notification, the local board shall implement the State Board's recommended action
concerning the principal's assignment or terms of employment unless the local board asks the
StateBoard to reconsider that recommendation. The State Board shall provide an opportunity
for the local board to be heard before the State Board acts on the local board's request for a
reconsideration. The State Board shall vote to affirm or modify its afigecommended
action and shall notify the local board of its action within five days. Upon receipt of the State
Board's notification, the local board shall implement the State Board's final recommended
action concerning the principal's assignment or tesh@nployment. If the State Board rejects
or modifies the local board's action and recommends dismissal of the principal, the State Board

shall proceed und€s-S-115G325(gHG.S.115G32512
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(b) The State Board shall proceed under GX%G325(q)(2)or G.S.115G 32513 for
the dismissal of teachers, assistant principals, directors, and supervisors assigned to a school
identified as lowperforming in accordance witB-S-315G325(q){2)G.S.115G325(qg)(2) or
G.S.115G32513

ée. "

SECTION 9.7.(e) G.S.115G238.68(3) reads as rewritten:

"(3) Gareer—stat.ulseave of absence from Iocal school admlnlstratlve unit.

0 dfatus.

a teacher employed by a Iocal school admlnlstratlve unlt malwstten
request for a leave of absence to teach at the regional school, the local school
administrative unit shall grant the leave for one year. For the initial year of
the regional school's operation, the local school administrative unit may
require thathe request for a leave of absence be made up to 45 days before
the teacher would otherwise have to report for duty. After the initial year of
the regional school's operation, the local school administrative unit may
require that the request for a leaxeabsence be made up to 90 days before
the teacher would otherwise have to report for duty. A local board of
education is not required to grant a request for a leave of absence or a
request to extend or renew a leave of absence for a teacher who pyeviousl
has received a leave of absence from that school board under this
subdivision. A teacher who has career status underl&36:325 prior to
receiving a leave of absence to teach at the regional school may return to a
public school in the local school adnstrative unit with career status at the
end of the leave of absence or upon the end of employment at the regional
school if an appropriate position is available. If an appropriate position is
unavailable, the teacher's name shall be placed on a astdéble teachers
in accordance with G.315G325(e)(2)."

SECTION 9.7.(f) G.S.115G276(l) reads as rewritten:

"()  To Maintain Personnel Files and to Participate in Firing and Demoting of Staff.
The superintendent shall maintain in lois her office a personnel file for each teacher that
contains complaints, commendations, or suggestions for correction or improvement about the
teacher and shall participate in the firing and demoting of staff, as provided in
G- S A15G325Part 3 of Article 22 of this Rapter

SECTION 9.7.(g) G.S.115G285(a)(7) reads as rewritten:
"(7)  All persons employed as principals in the schools and institutions listed in
G.S.115G325.10 shall be compensated at
the same rate as are teachers @ phblic schools in accordance with the
salary schedule adopted by the State Board of Education.”
SECTION 9.7.(h) G.S.115G304 is repealed.
SECTION 9.7.(i) G.S.115G333 reads as rewritten:

"§ 115G333. Evaluation of licensed employees including certai superintendents;
mandatory improvement plans; State board notification upon dismissal of
employees.

(@  Annual Evaluations; LowPerforming Schoolsi. Local school administrative units
shall evaluate at least once each year all licensed employees assigrnezhool that has been
identified as lowperforming. The evaluation shall occur early enough during the school year to
provide adequate time for the development and implementation of a mandatory improvement
plan if one is recommended under subsectinof this section. If the employee is a teacher
with career statusas defined under G.$15G325(a)(6),or a teacher as defined under
G.S.115G325.16), either the principal, the assistant principal who supervises the teacher, or
an assistance team apsed under G.S.15G105.38 shall conduct the evaluation. If the
employee is a school administrator as defined under 13%5287.1(a)(3), either the
superintendent or the superintendent's designee shall conduct the evaluation.

All teachers in lowperforming schools who haveet-attaired-careerstaheen employed
for lessthan three consecutivgearsshall be observed at least three times annually by the
principal or the principal's designee and at least once annually by a teacher and shall be
evaluated \least once annually by a principal. This section shall not be construed to limit the
duties and authority of an assistance team assigned to -peldrming school under
G.S.115G105.38.
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A local board shall use the performance standards and critepéeddoy the State Board
and may adopt additional evaluation criteria and standards. All other provisions of this section
shall apply if a local board uses an evaluation other than one adopted by the State Board.

(b) Mandatory Improvement Plaris.

é

(2a) If a licensed employee in a leperforming school receives a rating on any
standard on an evaluation that is below proficient or otherwise represents
unsatisfactory or below standard performance in an area that the licensed
employee was expected to demortstrathe individual or team that
conducted the evaluation shall recommend to the superintendent that (i) the
employee receive a mandatory improvement plan designed to improve the
employee'perfermance-oeperformance(ii) the superintendent recommend
to the local board that the employeés a career status teacher the employee
be dismissed or demoteahd if the employee is a teachen contract the
teache’s contractnot be recommended for renewalr (iii) if the employee
engagd in inappropriate conducbr perforned inadequately to such a
degree that such conduct or performance causes substantial harm to the
educational environmenthat a proceedingfor immediate dismissal or
demotion be instituted If the individual or team that conducted the
evaluationelects not to makeitherany of the above recommendations, the
said individual or team shall notify the superintendent of this decision. The
superintendent shall determine whether to develop a mandatory
improvement plarplan, to not recommend renewal ofh¢ employes
contract,or to recommend a dismissal proceeding.

e

(c) Reassessment of Employee in a EBerforming Schooli After the expiration of
the time period for the mandatory improvement plan under subdivision (2a) of subsection (b) of
this section the superintendent, the superintendent's designee, or the assistance team shall
assess the performance of the employee of thepkrforming school a second time. If the
superintendent, superintendent's designee, or assistance team determines thabyee &as
failed to become proficient in any of the performance standards articulated in the mandatory
improvement plan or demonstrate sufficient improvement toward such standards, the
superintendent shall recommend ttidhe employee is deachemwith career status the teacher
be dismissed or demoted undeiS.115G325 or if the employee is deacheron contracthe
employeethe employe's contract not be renewed oif the employee has engagd in
inappropriate conduct or perfoed inadequately to sucla degree that such conduct or
performance causes substantial harm to the educational envirorthanthe emplose be
immediatelydismissed or demoted undeérS-3156325G.S.115G325.4. The results of the
second assessment shall constitute substaettalence of the employee's inadequate
performance.

(d) State Board Notification.i If a local board dismisses an employee of a
low-performing schoolho is a teachewith career statufor any reason except a reduction in
force under G.S115G325(e)(1)l.,or dismissesan employee who is #teacher on contragor
cause or elects to not renemn employes contract as a result of a superintenent
recommendation under subsection (b) or (c) of this sedtishall notify the State Board of the
action, andthe State Board annually shall provide to all local boards the names of those
individuals. If a local board hires one of these individuals, within 60 days the superintendent or
the superintendent's designee shall observe the employee, develop a mangatmrgment
plan to assist the employee, and submit the plan to the State Board. The State Board shall
review the mandatory improvement plan and may provide comments and suggestions to the
superintendent. If on the next evaluation the employee receivém@ oa any standard that
was identified as an area of concern on the mandatory improvement plan that is again below
proficient or otherwise represents unsatisfactory or below standard performance, the local
board shall notify the State Board and the SBadard shall initiate a proceeding to revoke the
employee’'s license under G1I9.5G296(d). If on this next evaluation the employee receives at
least a proficient rating on all of the performance standards that were identified as areas of
concern on the nmalatory improvement plan, the local board shall notify the State Board that
the employee is in good standing and the State Board shall not continue to provide the
individual's name to local boards under this subsection unless the emgl@/acherwith
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career status anid subsequently dismissed under A 8G325 except for a reduction in
forceforce, or the employeeis a teacher on contractubsequentlydismissed under
G.S;115G325.4.

é. "

SECTION 9.7.(j) G.S.115G333.1 reads as rewritten:

"§ 115G333.1. Evaluation of teachers in schools not identified as legperforming;
mandatory improvement plans; State Board notification upon dismissal of
teachers.

(&8  Annual Evaluations.i All teachers who are assigned to schools that are not
designated as loywerforming and who have naittained-career—statusen employed for at
leastthreeconsecutive yearshall be observed at least three times annually by the principal or
the principal's designee and at least once annually by a teacher and shall be eatileattd
once annually by a principal. All teachers with career statos a fouryear contractvho are
assigned to schools that are not designated agpdoferming shall be evaluated annually
unless a local board adopts rules that allow teachers caither statu®r on a fouryear
contractto be evaluated more or less frequently, provided that such rules are not inconsistent
with State or federal requirements. Local boards also may adopt rules requiring the annual
evaluation of nonlicensed employeéslocal board shall use the performance standards and
criteria adopted by the State Board and may adopt additional evaluation criteria and standards.
All other provisions of this section shall apply if a local board uses an evaluation other than one
adoptel by the State Board.

e

(d) Reassessment of the Teacliedpon completion of a mandatory improvement plan
under subsection (b) of this section, the principal shall assess the performance of the teacher a
second time. The principal shall also review andsader any report provided by the qualified
observer under subsection (c) of this section if one has been submitted before the end of the
mandatory improvement plan period. If, after the second assessment of the teacher and
consideration of any report frothe qualified observer, the superintendent or superintendent's
designee determines that the teacher has failed to become proficient in any of the performance
standards identified as deficient in the mandatory improvement plan or demonstrate sufficient
improvement toward such standards, the superintendent may recommeadt¢haher with
career status be dismissed or demoted nBd®.115G325 or if the teacher is on contract that
theteaches contract not be renewed ibthe teachehasengage in ingppropriate conduct or
perforned inadequately to such a degree that such conduct or performance causes substantial
harm to the educational environment, that tischer beammediatelydismissed or demoted
under 6-S-315G325G.S.115G325.4 The results ofthe second assessment produced
pursuant to the terms of this subsection shall constitute substantial evidence of the teacher's
inadequate performance.

(e) Dismissal Proceedings Without a Mandatory Improvement Plahe absence of a
mandatory improvementlan as described in this section shall not prohibit a superintendent
from initiating a dismissal proceeding against a teacher under the provisiesS-&1£56325.
G.S.115G325 orG.S.115G325.4 However, the superintendent shall not be entitled to the
substantial evidence provision in subsection (d) of this section if such mandatory improvement
plan is not utilized.

() State Board Notificatiori. If a local board dismisses a teachgth career statufor
any reason except a reduction in force und&. G15G325(e)(1)I.,or dismisses a teacher on
contractfor cause or elects to not renewesmches contract as a result of a superintenent
recommendation under subsectia) ¢f this section,it shall notify the State Board of the
action, and the Sta Board annually shall provide to all local boards the names of those
teachers. If a local board hires one of these teachers, within 60 days the superintendent or the
superintendent's designee shall observe the teacher, develop a mandatory improvenent pla
assist the teacher, and submit the plan to the State Board. The State Board shall review the
mandatory improvement plan and may provide comments and suggestions to the
superintendent. If on the next evaluation the teacher receives a rating on daydsthat was
an area of concern on the mandatory improvement plan that is again below proficient or a
rating that otherwise represents unsatisfactory or below standard performance, the local board
shall notify the State Board, and the State Board shaiate a proceeding to revoke the
teacher's license under G135G296(d). If on the next evaluation the teacher receives at least
a proficient rating on all of the overall performance standards that were areas of concern on the
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mandatory improvement plathe local board shall notify the State Board that the teacher is in
good standing, and the State Board shall not continue to provide the teacher's name to local
boards under this subsection unless the teddeecareer status arglsubsequently dismied

under G.S115G325 except for a reduction ferceforce or is a teacher on contract who is
subsequently dismissed undeiS.115G325.4.1f, however, on this next evaluation the teacher
receives a developing rating on any standards that were areasarn on the mandatory
improvement plan, the teacher shall have one more year to bring the ra

H;proficientif the local board elects to renew the teasheontractif by the end of this second
yearyear the teacher is not proficienh all standards that were areas of concern on the
mandatory improvement plan, the local board shall notify the State Board, and the State Board
shall initiate a proceeding to revoke the teacher's license undetX5G296(d).

e. "

SECTION 9.7.(k) G.S.115G335(b) reads as rewritten:

"(b) Training.T The State Board, in collaboration with the Board of Governors of The
University of North Carolina, shall develop programs designed to train principals and
superintendents in the proper administration of éngployee evaluations developed by the
State Board. The Board of Governors shall use the professional development programs for
public school employees that are under its authority to make this training available to all
principals and superintendents at libmas that are geographically convenient to local school
administrative units. The programs shall include methods to determine whether an employee's
performance has improved student learning, the development and implementation of
appropriate professionargvth and mandatory improvement plans, the process for contract
nonrenewal, and the dismissal process urf@e3-115G325Part 3 of Article 22 of this
ChapterThe Board of Governors shall ensure that the subject matter of the training programs
is incorpoated into the masters in school administration programs offered by the constituent
institutions. The State Board, in collaboration with the Board of Governors, also shall develop
in-service programs for licensed public school employees that may be inatualedandatory
improvement plan created under G135G333(b) or G.S115G333.1(b). The Board of
Governors shall use the professional development programs for public school employees that
are under its authority to make this training available at loestithat are geographically
convenient to local school administrative units."

SECTION 9.7.(I) G.S.115G404(b) reads as rewritten:

"(b) Documents received under this section shall be used only to protect the safety of or
to improve the education opportties for the student or others. Information gained in
accordance with G.9B-3100 shall not be the sole basis for a decision to suspend or expel a
student. Upon receipt of each document, the principal shall share the document with those
individuals who hwae (i) direct guidance, teaching, or supervisory responsibility for the student,
and (ii) a specific need to know in order to protect the safety of the student or others. Those
individuals shall indicate in writing that they have read the document anththaagree to
maintain its confidentiality. Failure to maintain the confidentiality of these documents as
required by this section is grounds for the dismissal of an employee wiod &nployed on
contract,grounds for dismissal of an employee on conitrata-careeremployed accordance
with G.S.115G325.4(a)(9) and is—grounds for dismissal of an employee who is a career
empleyegeachein accordance with G.315G325(e)(1)i."

SECTION 9.7.(m) G.S.143B-146.7(b) reads as rewritten:

"(b) At any timeafter the State Board identifies a school as-pmsforming under this
Part, theSeeretaryBtate Boardhall proceed under G.$15G325(pl)or G.S.115G325.11 for
the dismissal ofertificatedicensednstructional personnel assigned to that school.”

SECTION 9.7.(n) G.S.143B-146.8 reads as rewritten:
"§ 143B146.8. Evaluation ofeertificated-licensedpersonnel and principals; action plans;
State Board notification.

(@  Annual Evaluations; LowPerforming Schoolsi The principal shall evaluate at
leastonce each year aﬁemﬁea{edllcensedpersonnel assigned to a participating school that
has been identified as leperforming but has not received an assistance team. The evaluation
shall occur early enough during the school year to provide adequtéat the development
and implementation of an action plan if one is recommended under subsection (b) of this
section. If the employee is a teacher as defined un
G.S.115G325(a)(6) with career status or a teacher asneée in G.S 115G325. 16) on

contract either the principal or an assessment team assigned undet43Bs146.9 shall
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conduct the evaluation. If the employee is a school administrator as defined under
G.S.115G287.1(a)(3), the Superintendent shall conduct theuatiah.

Notwithstanding this subsection or any other law, the principal shall observe at least three
times annually, a teacher shall observe at least once annually, and the principal shall evaluate at
least once annually, all teachers who hawee-attairedcareer—statubeen employed for less
than three consecutive years.All other employees defined as teachers under
G.S.115G325(a)(6) with career status or teachers as defined5i.115G325.16) on a
four-year contractwho are assigned to participatireghools that are not designated as
low-performing shall be evaluated annually unlessShkeretaryState Boarchdopts rules that
allow specified categories of teachers with career statusn fouryear contractso be
evaluated more or less frequently elBecretanbtate Boardilso may adopt rules requiring the
annual evaluation afencertificatechonlicensecpersonnel. This section shall not be construed
to I|m|t the dutles and authorlty of an a55|stance team aSS|gned tepellfmvmmg school

(b) Actlon PlanS| If aeemﬂea{edllcensedemployee ina part|C|pat|ng school that has
been identified as loywerforming receives an unsatisfactory ofolae standard rating on any
function of the evaluation that is related to the employee's instructional duties, the individual or
team that conducted the evaluation shall recommend to the principal that: (i) the employee
receive an action plan designed tgpnave the employee's performance; or (ii) the principal
recommende-the-Seeretarthat the employe@/ho is a career teachke dismissed or demoted

as provided inG.S.115G325 or the employeewho is a teacher on contraciot be
recommended for renewabr (iii) if the employeewho is a teacher on contraghgages in
inappropriate _conduct or performs inadequately to such a degree that such conduct or
performance causes substantial harm to the educational environment that a proceeding for
immediate dismisgaor demotionunder G.S.115G325.4 be instituted.The principal shall
determine whether to develop an actgarplan, tonotrecommend renewal of the emploigee
contract,or to recommend a dismissal proceeding. The person who evaluated the employee or
the employee's supervisor shall develop the action plan unless an assistance team or assessment
team conducted the evaluation. If an assistance team or assessment team conducted the
evaluation, that team shall develop the action plan in collaboration wathetmployee's
supervisor. Action plans shall be designed to be completed within 90 instructional days or
before the beginning of the next school year. The SBsard—in—consultation—with—the
SeeretanBoard shall develop guidelines that include strategtes assist in evaluating
certificatedlicensedpersonnel and developing effective action plans within the time allotted
under this section. Th8eeretaryState Boardmay adopt policies for the development and
implementation of action plans or professiodalvelopment plans for personnel who do not
require action plans under this section.

(c) Reevaluationi Upon completion of an action plan under subsection (b) of this
section, the principal or the assessment team shall evaluate the employee a secdindrtime.
the second evaluation the employee receives one unsatisfactory or more than one below
standard rating on any function that is related to the employee's instructional duties, the
principal shall recommend that teenployeewith career statube dismised or demoted under
G.S.115G325 or that an employégcontractnot be renewed or if themployeeengages in
inappropriate conduct or performs inadequately to such a degree that such conduct or
performance causes substantial harm to the educationabemeént, that theemployee be
dismissed or demoted und&-S-115G325G.S5.115G325.4 The results of the second
evaluation shall constitute substantial evidence of the employee's inadequate performance.

(d)  State Board Notificationi. If the-Secretary-dmissesan employees dismissedor

.cause oran employe's

contract is notenewed as a result of a superlntenden‘ecommendatlon under subsection (b)
or (c) of this sectionthe Seeretay-shall-retify-theState Boardshall be notifiedof the action,
and the State Board annually shall provide to all local boards of education the names 'of those
individuals. If a local board hires one of these individuals, that local board shall procesd und
G.S.115G333(d).

é. "
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SECTION 9.7.(0) G.S.115G105.38A, as amended by subsection (c) of this
section, reads as rewritten:
"8 115G105.38A. Teacher competency assurance.

(d) Retesting; Dismissali Upon completion of the remediation plan requirediem
subsection (c) of this section, the licensed staff member shall take the general knowledge test a
second time. If the licensed staff member fails to acquire a passing score on the second test, the

State Board shall begin a dismissal proceeding un@&-115CG325(q)}2a)——or
G.S.115G325.13.

)] Other Actions Not Precluded.Nothing in this section shall be construed to restrict
or postpone the following actions:
1 The dismissal of a principal under G135G325.12.
(2) The dismissal of a teachexssistant principal, director, or supervisor under
.S.115G325.13.
3) The dismissal or demotion of an employee for any of the grounds listed
underG-S-1156325(e)61G.S.115G325.4.
(4) The nonrenewal of a school administratods teacher's contract of
) employment.
ée. "
SECTION 9.7.(p) G.S.115G105.39(b), as amended by subsection (d) of this
section, reads as rewritten:
"(b) The State Board shall proceed un@e&-115G325(g)}2)-o+G.S.115G325.13 for
the dismissal of teacherassistant principals, directors, and supervisors assigned to a school
identified as lowperforming in accordance with-S-3156325(g)(2)-6¢G.S.115G325.13.
ée. "
SECTION 9.7.(q) G.S.115G238.29F(e)(3) reads as rewritten:
"(3) If a teacher employed by local school administrative unit makes a written
request for a leave of absence to teach at a charter school, the local school
administrative unit shall grant the leave for one year. For the initial year of a
charter school's operation, the local schadministrative unit may require
that the request for a leave of absence be made up to 45 days before the
teacher would otherwise have to report for duty. After the initial year of a
charter school's operation, the local school administrative unit mayeequi
that the request for a leave of absence be made up to 90 days before the
teacher would otherwise have to report for duty. A local board of education
is not required to grant a request for a leave of absence or a request to extend
or renew a leave of absce for a teacher who previously has received a
leave of absence from that school board under this subdivision. A teacher
who has career—status—undds-S-115G325—prier—to—receivingceived a
leave of absence to teach at a charter school may retugputdia school in
the local school administrative umith-careerstatuat the end of the leave
of absence or upon the end of employment at the charter school if an

appropriate position is availabliean-apprepriate-pesition-is-unavaitable; the
teaches-hame-shall-be-placed-on-a-list-of-available-teachers-and-that-teacher

il | . f  for-which 8 e e i

SECTION 9.7.(r) G.S.115G238.68(3), as amended by subsection (e)his t

section, reads as rewritten:

"(3) Leave of absence from local school administrative unilf a teacher
employed by a local school administrative unit makes a written request for a
leave of absence to teach at the regional school, the local school
administrative unit shall grant the leave for one year. For the initial year of
the regional school's operation, the local school administrative unit may
require that the request for a leave of absence be made up to 45 days before
the teacher would otherwisemve to report for duty. After the initial year of
the regional school's operation, the local school administrative unit may
require that the request for a leave of absence be made up to 90 days before
the teacher would otherwise have to report for dutylogal board of
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education is not required to grant a request for a leave of absence or a
request to extend or renew a leave of absence for a teacher who previously
has received a leave of absence from that school board under this
subdivision. A teacher whbas

receivingreceiveda leave of absence to teach at ‘the regional school may
return to a public school in the local school administrative wih-career
statusat the end of the leave of absence or upon tkeoéemployment at

the regional school if an appropriate position is availdiflen—-appreprate
position—is—unavailable—theteaclsename—shall beplaced—oen—alist of

SECTION 9.7.(s) G.S.115C-333, as amended by subsection (i) of this section,
reads as rewritten:

"§ 115G333. Evaluation of licensed employees including certain superintendents;
mandatory improvement plans; State board notification upon dismissal of
employees.

(&  Annual Evaluabns; LowPerforming Schoolsi. Local school administrative units
shall evaluate at least once each year all licensed employees assigned to a school that has been
identified as lowperforming. The evaluation shall occur early enough during the schodioyear
provide adequate time for the development and implementation of a mandatory improvement
plan if one is recommended under subsection (b) of this section. If the employee is a teacher
with—career—status—as—defined—underS-115G325(a)(6),—or—a—teachess defined under
G-S-115G325:-16)—G.5.115G325.1(6) either the principal, the assistant principal who
supervises the teacher, or an assistance team assigned undet5G.805.38 shall conduct
the evaluation. If the employee is a school administrater @efined under
G.S.115G287.1(a)(3), either the superintendent or the superintendent's designee shall conduct
the evaluation.

All teachers in lowperforming schools who have been employed for less than three
consecutive years shall be observed at |dastettimes annually by the principal or the
principal's designee and at least once annually by a teacher and shall be evaluated at least once
annually by a principal. This section shall not be construed to limit the duties and authority of
an assistanceden assigned to a leperforming school under G.$15G105.38.

A local board shall use the performance standards and criteria adopted by the State Board
and may adopt additional evaluation criteria and standards. All other provisions of this section
shallapply if a local board uses an evaluation other than one adopted by the State Board.

(b) Mandatory Improvement Plaris.

é

(2a) If a licensed employee in a leperforming school receives a rating on any
standard on an evaluation that is below proficienbthierwise represents
unsatisfactory or below standard performance in an area that the licensed
employee was expected to demonstrate, the individual or team that
conducted the evaluation shall recommend to the superintendent that (i) the
employee receive mandatory improvement plan designed to improve the
employee's performance, (ii) the superintendent recommend to the local

board that#—the—empleyee—rs—a—e&reepstaws—teaehepthe—employee be

teaehes mgloyeés contract not be recommended for renewal or (|||) if the
employee engaged in inappropriate conduct or performed madequately to
such a degree that such conduct or performance causes substantial harm to
the educational environmethat a proceeding for immediate dismissal or
demotion be instituted. If the individual or team that conducted the
evaluation elects not to make any of the above recommendations, the said
individual or team shall notify the superintendent of this decisidre
superintendent shall determine whether to develop a mandatory
improvement plan, to not recommend renewal of the employee's contract, or
to recommend a dismissal proceeding.
é
(c) Reassessment of Employee in a EBerforming Schooli After the expirabn of
the time period for the mandatory improvement plan under subdivision (2a) of subsection (b) of
this section, the superintendent, the superintendent's designee, or the assistance team shall
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assess the performance of the employee of thepkormingschool a second time. If the
superintendent, superintendent's designee, or assistance team determines that the employee has
failed to become proficient in any of the performance standards articulated in the mandatory
improvement plan or demonstrate suffit improvement toward such standards, the

superrntendent shall recommend thahe—empleyee—rs—a—teaehemmth—eareer;status—the—teacher

employee S contract nbe renewed or |f the employee has engaged in mappropnate conduct or
performed inadequately to such a degree that such conduct or performance causes substantial
harm to the educational environment, that the employee be immediately dismissed or demoted
under G.S115G325.4. The results of the second assessment shall constitute substantial
evidence of the employee's inadequate performance.

(d) State Board Notification.i If a local board dismisses an employee of a

cause or elects to not renew an employees contract as a result of a superintendent's
recommendation under ssdxtion (b) or (c) of this section, it shall notify the State Board of the
action, and the State Board annually shall provide to all local boards the names of those
individuals. If a local board hires one of these individuals, within 60 days the supeeintem

the superintendent's designee shall observe the employee, develop a mandatory improvement
plan to assist the employee, and submit the plan to the State Board. The State Board shall
review the mandatory improvement plan and may provide commentsuggestions to the
superintendent. If on the next evaluation the employee receives a rating on any standard that
was identified as an area of concern on the mandatory improvement plan that is again below
proficient or otherwise represents unsatisfactorybelow standard performance, the local
board shall notify the State Board and the State Board shall initiate a proceeding to revoke the
employee’'s license under G1I9.5G296(d). If on this next evaluation the employee receives at
least a proficient ratingn all of the performance standards that were identified as areas of
concern on the mandatory improvement plan, the local board shall notify the State Board that
the employee is in good standing and the State Board shall not continue to provide the
mdrvrduals name to IocaI boards under this subsectron unless the empleyquer—wrth

'sabtsequently dlsmlssed undelSGLlSC 325 4

SECTION 9.7.(t) G.S.115G333.1, as amended by subsection (j) of this section,
reads as rewritten:

"§ 115G333.1. Evaluation of teachers in schools not identified as leperforming;
mandatory improvement plans; State Board notificatiom upon dismissal of
teachers.

(&  Annual Evaluations.i All teachers who are assigned to schools that are not
designated as loywerforming and who have not been employed for at least three consecutive
years shall be observed at least three times annuattyebprincipal or the principal's designee
and at least once annually by a teacher and shall be evaluated at least once annually by a
principal. All teachersvith-careerstatus-or-on-a-feyearcontragtho have been employed for
three or more yeamsho ae assigned to schools that are not designated agddarming shall
be evaluated annually unless a local board adopts rules that allow testhegreerstatus-or

mployed for three or more year$o be evaluated more or less
frequently, provided that such rules are not inconsistent with State or federal requirements.

Local boards also may adopt rules requiring the annual evaluation of nonlicensed employees. A

local board shall use the performance standards and criteria adgptied Btate Board and

may adopt additional evaluation criteria and standards. All other provisions of this section shall

apply if a local board uses an evaluation other than one adopted by the State Board.

é

(d) Reassessment of the Teacliedpon completon of a mandatory improvement plan
under subsection (b) of this section, the principal shall assess the performance of the teacher a
second time. The principal shall also review and consider any report provided by the qualified
observer under subsection) @ this section if one has been submitted before the end of the
mandatory improvement plan period. If, after the second assessment of the teacher and
consideration of any report from the qualified observer, the superintendent or superintendent's
designealetermines that the teacher has failed to become proficient in any of the performance
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standards identified as deficient in the mandatory improvement plan or demonstrate sufficient
|mprovement toward such standards the superrntendent may recommeeet%er—nﬂth

the teachers contract not mqewedrenewed or if the teacher has engaged in mapproprrate
conduct or performed inadequately to such a dedraesuch conduct or performance causes
substantial harm to the educational environment, that the teacher be immediately dismissed or
demoted under G.315G325.4. The results of the second assessment produced pursuant to the
terms of this subsection shatbnstitute substantial evidence of the teacher's inadequate
performance.

(e) Dismissal Proceedings Without a Mandatory Improvement Pldhe absence of a
mandatory improvement plan as described in this section shall not prohibit a superintendent
from initiating a dismissal proceeding against a teacher under the provisierS-4£5G325
or-G.S5.115G325.4. However, the superintendent shall not be entitled to the substantial
evidence provision in subsection (d) of this section if such mandatory impeoveran is not
utilized.

() State Board Notrfrcatron If a IocaI board drsmrsses a teaoheln—eareer—status—for

eentraetfor cause or elects to not renewwchers contract as a result of a superrntendents
recommendation under subsection (d) of this section, it shall notify the State Board of the
action, and the State Board annually shall provide to all local boards the names of those
teachers. If a localdard hires one of these teachers, within 60 days the superintendent or the
superintendent's designee shall observe the teacher, develop a mandatory improvement plan to
assist the teacher, and submit the plan to the State Board. The State Board shalheeview
mandatory improvement plan and may provide comments and suggestions to the
superintendent. If on the next evaluation the teacher receives a rating on any standard that was
an area of concern on the mandatory improvement plan that is again belovieptajica
rating that otherwise represents unsatisfactory or below standard performance, the local board
shall notify the State Board, and the State Board shall initiate a proceeding to revoke the
teacher's license under G135G296(d). If on the next aluation the teacher receives at least
a proficient rating on all of the overall performance standards that were areas of concern on the
mandatory improvement plan, the local board shall notify the State Board that the teacher is in
good standing, and th®tate Board shall not continue to provide the teacher's name to local
boards under this subsection unless the teacher has career status and is subsequently dismissed
wnderG-SAH156325—-exceptHtor—a—reduction—in—toree—oris—a—teacher—on—eontract—who Is
sutsequently-dismissaeander G.S115G325.4. If, however, on this next evaluation the teacher
receives a developing ratrng on any standards that were areas of concern on the mandatory
improvement pla 2 ptif the
local board elects to renew the teachers contract If by the end of this second year the teacher is
not proficient in all standards that were areas of concern on the mandatory improvement plan,
the local board shall notify the StaB®ard, and the State Board shall initiate a proceeding to
revoke the teacher's license under GXG296(d).

ée. "

SECTION 9.7.(u) Article 23 of Chapter 115C of the General Statutes is amended
by adding a new section to read:
"8 115G344. Employment bendits for exchange teachers.

An _exchange teacher is a nonimmigrant alien teacher participating in_ an exchange visitor
program designated by the United States Department of State pursuant to 22 C.F.R. Part 62 or
by the United States Department of Homelanduigy pursuant to 8 C.F.R. Part 214.2(q). For
purposes of determining eligibility to receive employment benefits under this Chapter,
including personal leave, annual vacation leave, and sick leave, an exchange teacher shall be
considered a permanent teackf employed with the expectation of at least six full consecutive
monthly pay periods of employment and if employed at least 20 hours perAveekchange
teacheris not a teacher for purposes of fheachersand State EmployeeRetirement System
of North Carolinaas provided irG.S.1351(25)."

SECTION 9.7.(v) G.S.115G404(b), as amended by subsection (n) of this section,
reads as rewritten:

"(b) Documents received under this section shall be used only to protect the safety of or
to improve the edtation opportunities for the student or others. Information gained in
accordance with G.9B-3100 shall not be the sole basis for a decision to suspend or expel a
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student. Upon receipt of each document, the principal shall share the document with those
individuals who have (i) direct guidance, teaching, or supervisory responsibility for the student,
and (i) a specific need to know in order to protect the safety of the student or others. Those
individuals shall indicate in writing that they have read tbeugnent and that they agree to
maintain its confidentiality. Failure to maintain the confidentiality of these documents as
required by this section is grounds for the dismissal of an employee who is not employed on
eontraetcontract andgrounds for dismisd of an employee on contract in accordance with

G.S.115G325.4(a)(9)6-S-115C325-4(a)9),—and-groundsfor-dismissal-ef-an-employee who
is-a-careerteacherinaceordance @t 1H15G325(e) !

SECTION 9.7.(w) G.S.143B-146.7(b), as amended by sab8on (m) of this
section, reads as rewritten:

"(b) At any time after the State Board identifies a school asplesorming under this
Part, the State Board shall proceed un@e$-115G325(p1)o+G.S.115G325.11 for the
dismissal of licensed instructial personnel assigned to that school.”

SECTION 9.7.(x) G.S.143B-146.8, as amended by subsection (n) of this section,
reads as rewritten:
"8 143B146.8. Evaluation of licensed personnel and principals; action plans; State Board
notification.

(&  Annual Evaluations; LowPerforming Schoolsi The principal shall evaluate at
least once each year all licensed personnel assigned to a participating school that has been
identified as lowperforming but has not received an assistance team. The evaluation shall
occur early enough during the school year to provide adequate time for the development and
implementation of an action plan if one is recommended under subsection (b) of this section. If
the employee is teacheras-definedunderS-115C325(a6)with-ceeer-status-er-eacher
as defined ING-S-3156325-16)on—~contracl.S.115G325.16), either the principal or an
assessment team assigned under B13B-146.9 shall conduct the evaluation. If the employee
is a school administrator as defined under.@15G287.1(a)(3), the Superintendent shall
conduct the evaluation.

Notwithstanding this subsection or any other law, the principal shall observe at least three
times annually, a teacher shall observe at least once annually, and the principal shaél avalua
least once annually, all teachers who have been employed for less than three consecutive years.
All other employeeS/vho have been employed for three or more years andiefieed as
teachers under

G.S.115G325.1(6) who are assigned to
part|C|pat|ng schools that are not designated aspesorming shall be evaluated annually
unless the State Board adopts rules that allow specified categoteesioérs witleareerstatus

ee or more years employmetd be evaluated more or less
frequently. The State Board also may adopt rules requiring the annual evaluation of
nonlicensed personnel. This section shall not be condstoedit the duties and authority of an
assistance team assigned to a-fmweforming school.

(b)  Action Plans.i If a licensed employee in a participating school that has been
identified as lowperforming receives an unsatisfactory or below standardgraim any
function of the evaluation that is related to the employee's instructional duties, the individual or
team that conducted the evaluation shall recommend to the principal that: (i) the employee
receive an action plan designed to improve the emplyegformance; or (ii I

rovided in
tractmploye's contractnot be
recommended for renewal; or (iii) iheé employee who is a teacher on contract engages in
inappropriate conduct or performs inadequately to such a degree that such conduct or
performance causes substantial harm to the educational environment that a proceeding for
immediate dismissal or demotiounder G.S115G325.4 be instituted. The principal shall
determine whether to develop an action plan, to not recommend renewal of the employee's
contract, or to recommend a dismissal proceeding. The person who evaluated the employee or
the employee's sepvisor shall develop the action plan unless an assistance team or assessment
team conducted the evaluation. If an assistance team or assessment team conducted the
evaluation, that team shall develop the action plan in collaboration with the employee's
supervisor. Action plans shall be designed to be completed within 90 instructional days or
before the beginning of the next school year. The State Board shall develop guidelines that
include strategies to assist in evaluating licensed personnel and devedfipirtgye action
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plans within the time allotted under this section. The State Board may adopt policies for the
development and implementation of action plans or professional development plans for
personnel who do not require action plans under this sectio
(c) Reevaluationi Upon completion of an action plan under subsection (b) of this
section, the principal or the assessment team shall evaluate the employee a second time. If on
the second evaluation the employee receives one unsatisfactory or morenthdelow
standard rating on any function that is related to the employee's instructional duties, the
principal shall recommend that teeaployee-with-careerstatus-be-dismissed-or-demeoted under
mployeés contract notbe rerewedrenewedor if the
employee engages in inappropriate conduct or performs inadequately to such a degree that such
conduct or performance causes substantial harm to the educational environment, that the
employee be dismissed or demoted under GLSG325.4. The results of the second
evaluation shall constitute substantial evidence of the employee's inadequate performance.
e. "
SECTION 9.7.(y) Subsection (u) of this section becomes effective August 1, 2013.
Subsections (a) through (n) of this sectbecome effective July 1, 2014. Subsections (0)
through (t) and (v) through (x) become effective June 30, 2018.

PART X. COMMUNITY CO LLEGES

REORGANIZATION OF THE COMMUNITY COLLEGES SYSTEM OFFICE

SECTION 10.1.(a) Notwithstanding any other provision tdw, and consistent
with the authority established in GBL5D-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 mh@mity Colleges.

SECTION 10.1.(b) This section expires June 30, 2014.

CARRYFORWARD OF COLLEGE INFORMATION SYSTEM FUNDS

SECTION 10.2. Of the funds appropriated to the Community Colleges System
Office for the 20132015 fiscal biennium for the College tmmation 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.

BASIC SKILLS PLUS

SECTION 10.3.(a) Notwithstanding any other provision of law, the State Board of
Community Colleges may authorize a local community college to use up to twenty percent
(20%) of the State Literacy Funds allocated to it to provide employability skibssgecific
occupational and technical skills, and developmental education instruction to students
concurrently enrolled in a community college course leading to a high school diploma or
equivalent certificate.

SECTION 10.3.(b) Notwithstanding any otherrpvision of law, if a community
college is authorized by the State Board to provide employability skills;sgebific
occupational or technical skills, or developmental education instruction to students
concurrently enrolled in a community college coulsading to a high school diploma or
equivalent certificate, the college may waive the tuition and registration fees associated with
this instruction.

ENROLLMENT FUNDING

SECTION 10.4.(a) Beginning with the 2012015 fiscal biennium, community
colleges shareceive funding based on the number of -tuthe equivalent (FTE) students
enrolled in curriculum, continuing education, and Basic Skills courses, by tiered funding level.
Community colleges shall calculate this enrollment as the higher of the cueard total
enrollment or the average enrollment of the last two academic years.

The State Board of Community Colleges shall report to the Joint Legislative
Education Oversight Committee by February 1, 2014, on the use of nonrecurring funds
appropriated tdt to phase in this new enrollment funding model.

SECTION 10.4.(b) G.S.115D-5 is amended by adding a new subsection to read:
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"(v) Community colleges may teach technical education, heath, developmental
educationand STEMrelated courses at any #&during the year, including the summer term.
Student membership hours from these courses shall be counted when computinge full
equivalent students (FTE) for use in budget funding formulas at the Staté level.

SECTION 10.4.(c) The State Board of Commity Colleges shall report to the
Joint Legislative Education Oversight Committee by October 1, 2014, on FTE for the 2014
summer term.

SECTION 10.4.(d) Subsection (b) of this section is effective when it becomes law
and applies beginning with the summed2 term.

TIERED ENROLLMENT FUNDING

SECTION 10.4A.(a) It is the intent of the General Assembly that, beginning with
the 20142015 fiscal year, the State Board of Community Colleges shall implement a fourth tier
in the Tiered Funding Formula adopted by tBtate Board to allocate funds to community
colleges based on the number of tuthe equivalent (FTE) students enrolled in curriculum,
continuing education, and Basic Skills courses in order to fund curriculum programs leading to
immediate employment &te highest available funding level.

SECTION 10.4A.(b) By March 15, 2014, the State Board of Community Colleges
shall report to the House Appropriations Committee, the Senate Appropriations/Base Budget
Committee, the House Appropriations Subcommittee asfucktion, and the Senate
Appropriations Committee on Education/Higher Education on a plan for implementation of the
additional funding level for curriculum programs leading to immediate employment and the
feasibility of beginning implementation of an adaiital funding level for these programs in the
20142015 fiscal year. The State Board shall also include in its report the specific curriculum
programs that would be eligible for the additional funding level, the types of immediate
employment available fograduates of these programs, and the funding necessary or
recommended to adequately implement the programs.

PERFORMANCE FUNDING
SECTION 10.5.(a) G.S.115D-31.3 reads as rewritten:
"§ 115D31.3. Institutional performance accountability.

(a) Greatioimplementationof Accountability Measures and Performance Standérds.
The State Board of Community Colleges sle#ate—nrewadopt andmplement a system of
accountability measures and performance standards for the Community College $istem.
least once exy three years, th8tate Board of Community Colleges sha4ewreview, and
revise if necessargnnuallythe accountability measures and performance standards to ensure
that they are appropriate for use in recognition of successful institutionatrparfce.lf the
State Boarddetermines thabccaintability measures and performance standamdst be
revisedfollowing a review required by this subsectitine State Boardhall report to the Joint
Leqislative Education Oversight Committgeior to the inplementation ofany proposed
revisions.

(b) through (d) Repealed by Session Laws 2600s. 9.7, effective July 1, 2000.

(e) Mandatory Performance Measuréslhe State Board of Community Colleges shall
evaluate each college on the following eight perfomoe measures:

(1)  Progress of basic skills students.

(2) Passingrate—féttainment of General Educational Development (GED)
diploma-examinationdiplomas by students

3) Performance of students who transfer to a-fgear institution.

(4)  Successatesof developmental students in subsequent collegel English
courses.

(5)  Succeswatesof developmental students in subsequent collegel math
courses.

(5a) Progress of firsyear curriculum students.

(6) Repealed by Session Laws 26142, s. 8.5, efictive July 1, 2012.

(7) Curriculum student retention and graduation.

(8) Repealed by Session Laws 20142, s. 8.5, effective July 1, 2012.

(9) Passing—rate—for—Attainment  of licensure and eertification
examinationgertificatiors by students.

The State Bard may also evaluate each college on additional performance measures.

S402 [Ratified] Pagelll




() Publication of Performance RatindgsEach college shall publish its performance on
the eight measures set out in subsection (e) of this section (i) annually in its electrdog cata
or on the Internet and (ii) in its printed catalog each time the catalog is reprinted.

The Community Colleges System Office shall publish the performance of all colleges on all
eight measures.

(9) Recognition fer—of Successful Institutional Performancie For the purpose of
recognitionfer-of successful institutional performance, the State Board of Community Colleges
shall evaluate each college on the eight performamsssuresmeasures set out in subsection

(e) of this sectionEepeaeh—eLmesg—agpe#e#nane&mea&MM%eh—&eﬁeg&peﬂorms
' ' ar Ge @]ectto the

one—percent(1/4-of 1%)of-itsfinal-fiscalyear-General Fund—approprd
availability of furds, the State Board may allocate funds among colleges basdie on
evaluation ofach institutiots performanceincluding at least the followingcomponents
1) Program qualityevaluaed by determininga collegés rate of student success
on each measuras ompared to a systemwide performance baseline and
goal.
(2) Program impact on student outcomes evaluated by the number of students
succeedin@n each measure.
(gl) Carryforward of Funds Allocated Based on Performanc&.collegethat receives
funds unde subsection (g) of this section may retain and carry foraarédimount up to or
equal to its performanedeased funding aIIocatloﬁmr that veannto the next fiscal year.

ed.
SECTION 10.5.(b) Section 9.2(b) of S.L. 199237 & repealed.
SECTION 10.5.(c) Section 8.6 of S.L. 201242 is repealed.
SECTION 10.5.(d) Effective only for the 2012012 reporting year, and
notwithstanding G.S115D-31.3, the State Board of Community Colleges shall not require a
college to report its grformance on the progress of basic skills students as part of the
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mandatory performance standards prescribed by 135)31.3(e), as amended by this
section. In distributing performandmsed funding allocations for the 202314 fiscal year,
notwithstaming G.S.115D-31.3, the State Board of Community Colleges shall not consider the
progress of basic skills students or the attainment of GED diplomas for the purpose of
recognizing successful institutional performance. However, the State Board of Community
Colleges shall distribute a portion of the Basic Skills block grant appropriated under this act for
the 20132014 fiscal year based on the number of GED diplomas awarded by each college.
SECTION 10.5.(e) Beginning with the 2012013 reporting year, thet&@e Board
of Community Colleges shall require a college to report its performance on all eight of the
mandatory performance standards prescribed by 135-31.3(e), as amended by this
section.

REPEAL OF SENIOR CITIZEN TUITION WAIVER
SECTION 10.6. G.S.115D-5(b)(11) is repealed.

STUDY OF THE APPROVAL PROCESS FOR MULTICAMPUS CENTERS

SECTION 10.7. The State Board of Community Colleges shall develop a process
for approval of community college multicampus centers. The Board shall report to the Joint
Legidative Education Oversight Committee by January 1, 2014, on its plan for a multicampus
approval process and any statutory changes necessary to implement the plan.

COOPERATION BY THE MANUFACTURING SOLUTIONS CENTER AND THE
TEXTILE TECHNOLOGY CENTER

SECTION 10.8.(a) The General Assembly finds that the missions of both the
Manufacturing Solutions Center at Catawba Valley Community College and the Textile
Technology Center at Gaston College are to help North Carolina manufacturers create and
maintain jobs anehcrease sales.

The Manufacturing Solutions Center accomplishes this mission by (i) enhancing and
improving products through research and development; (i) creating prototypes for new
products; (iii) analyzing new materials to enhance structure; (ivhteptoducts for reliability
and quality; (v) training personnel in Lean Manufacturing and Supply Chain strategies; (vi)
providing a forum for rollout of new technologies; (vii) providing hapdsassistance to
companies in the areas of international sadesl government procurement; and (viii)
advocating for industry.

The Textile Technology Center accomplishes this mission by (i) developing a
world-class workforce for the textile industry in North Carolina; (ii) identifying and solving
problems confrontinghe textile industry; and (iii) serving as a statewide center of excellence
that serves all components of the textile industry.

SECTION 10.8.(b) The General Assembly further finds that the strategies of the
Manufacturing Solutions Center and the TextilecAinology Center are complementary and
that cooperation by the Centers is in the best interest of the State; therefore, the General
Assembly directs the Centers to work cooperatively whenever possible to maximize the State's
ability to help North Carolinananufacturers create and maintain jobs and increase sales.

EXPAND INDUSTRIAL AND ENGINEERING T ECHNOLOGIES EDUCATION TO

FRESHMAN AND SOPHOMORE HIGH SCHOOL STUDENTS

SECTION 10.9.(a) G.S.115D-20(4)a.2. reads as rewritten:
"§ 115D20. Powers and duties dfrustees.

The trustees of each institution shall constitute the local administrative board of such
institution, with such powers and duties as are provided in this Chapter and as are delegated to
it by the State Board of Community Colleges. The powersdamiés of trustees shall include
the following:

(4) To apply the standards and requirements for admission and graduation of
students and other standards established by the State Board of Community
Colleges. Notwithstanding any law or administrativeertd the contrary,
local community colleges are permitted to offer the following programs:
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a. Subject to the approval of the State Board of Community Colleges,
local community colleges may collaborate with local school
administrative units to offer courssough the following programs:

2. Academic transition pathways for qualified junior and senior
high school students that lead to a career technical education
certificate or diplemadiploma and academic transition
pathways for qualified freshen and sphomore high school
students that lead to a career technical education certificate or
diploma in industrial and engineering technologies.

SECTION 10.9.(b) The Community Colleges System Office shall report to the
Joint Legislative Education Oversight Comttee by October 1, 2014, and October 1, 2015, on
freshmen and sophomore students served unded®85-20(4)a.2., as amended by subsection
(a) of this section. The report shall include the number of and budget FTE for freshmen
students and the numberarid budget FTE for sophomore students.

CLARIFY EMPLOYEE ACADEMIC ASSISTANCE
SECTION 10.12. G.S.115D-5(b1) reads as rewritten:

"(bl) The State Board of Community Colleges shall not waive tuition and registration fees
for community college faculty or sfamembers. Community colleges may, however, use State
or local funds to pay tuition and registration fees for one course per semester-fondull
community college faculty or staff members employed for a -pinen, eleven, or
twelve-month term.Community colleges mawlsouse Statend localfundsto pay tuition and
reqgistration fee$or professional developmenbursesand forothercourses consistent withe
academicassiganceprogramauthorized by th&tate Personnel Commissidn

REVISE TARGETED ASSISTANCE CRITERIA
SECTION 10.13. G.S.115D-40.1(b) reads as rewritten:

"(b) Targeted Assistancé. Notwithstanding subsection (a) of this section, the State
Board may allocatere—mere—thanup to ten percent (10%) of the funds appropriated for
FinancialAssistance for Community College Studetetso the followingstudents:

(1)  Students whade—het-gualifyforneedbased—assistance—but-whearoll in
low-enrollment programs that prepare students for -digimand
RS, cupations.
(2)  Students wh disabilities who have been referred by bepartment of
Health and Human Services, Division of Vocational
RehabilitatiofiRehabilitationand are enrolled in a community college.”

REPURPOSE OF FUNDS
SECTION 10.14.(a) Of the funds appropriated to Forsyflechnical Community
College in fiscal year 2008006 for the construction of the Center for Emerging Technologies
at Forsyth Technical Community College, the sum of three million dollars ($3,000,000) for
fiscal year 20122014 shall be transferred by thdfiGe of State Budget and Management to
Budget Code 26800 to be administered by the North Carolina Community Colleges System
Office. The Community Colleges System Office shall allocate up to three hundred thousand
dollars ($300,000) of these funds eaclkdlsyear to Forsyth Technical Community College for
the operating costs and lease expenses for the community college's biotechnology,
nanotechnology, design, and advanced information technology programs; Small Business
Center; and Corporate and Industriakining programs. The Community Colleges System
Office shall continue to allocate these funds to Forsyth Technical Community College for this
purpose until those funds are expended. No additional State funds shall be made available to
Forsyth Technical Qomunity College to be used for the purposes described in this section.
SECTION 10.14.(b) The Office of State Budget and Management shall transfer all
funds in Budget Codes 40520 and 40620 that are unencumbered as of July 1, 2013, except
those funds to beansferred in accordance with subsection (a) of this section, to Budget Code
16800. Of the funds transferred to Budget Code 16800 under this subsection, the State Board of
Community Colleges shall allocate those funds to the community colleges to whitimts
were appropriated. These funds shall be used for community college equipment.
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CLARIFY COMMUNITY COLLEGE AUDITS
SECTION 10.15.(a) Effective July 1, 2015, G.9.15D-5(m) is repealed.
SECTION 10.15.(b) G.S.115D-58.16 reads as rewritten:

"§ 115D58.16. Audits.

€)) Each community college shall keditegubject toa financial audita minimum of
once every two years. Community colleges may use State funds to contract with the State
Auditor or with a certified public accountant to perform the audike colleges shall submit
the results of the audits to the State Board of Community Colleges.

The State Board of Community Colleges shall ensure that all colleges are audited in
accordance with this section.

(b) Notwithstanding the provisions of Chapter 3D of the General Statutes, a
community college shall not be subject to the EAGLE program administered by the Office of
the State Controller unless (i) there is a finding of internal control problems in the most recent
financial audit of the college or Jithe State Board of Community Colleges determines that a
college should be subject to the program.”

SECTION 10.15.(c) A study of the program audit function under GL$5D-5(m)
shall be conducted by a committee, located administratively in the CommnDailyges
System Office, composed of the following 12 members:

(1) The Community Colleges System Office Chief Financial Officer.

(2)  Three State Board of Community College members appointed by the chair

of the State Board of Community Colleges.

(3) Three cdlege presidents appointed by the North Carolina Association of

Community College Presidents.
(4)  Three college board of trustee members appointed by the chair of the North
Carolina Association of Community College Triese

(5)  The State Chief Informatio@fficer or designee.

(6)  The State Auditor or designee shall semgea nonvoting membher

The Community Colleges System Office Chief Financial Officer shall chair the
committee. The committee shall meet upon the call of the chair. A quorum of the cammitte
shall be a majority of the members.

The committee shall determine how program audit procedures may be streamlined
to minimize the administrative burden on the institutions being audited and how funding
mechanisms may be changed to reduce reliance oaatdmburs. The committee shall seek
input from community college staff members who are responsible for assistance with the
program audits to study the problems associated with the program audit function and potential
resolutions for those issues. The comtes shall report the results of its study and
recommendations to the Joint Legislative Education Oversight Committee by January 1, 2015.

NC BACK-TO-WORK FUNDS

SECTION 10.16(a) Of the funds appropriated in this act to the Community
Colleges System Offe for the 20132014 fiscal year, the sum of four million eight hundred
eight thousand dollars ($4,808,000) shall be used for the North Carolinat@®asirk
Program, a retraining program focused on unemployed and underemployed North Carolinians,
military veterans, and North Carolina National Guard members. The program shall provide
students with occupational skills, employability skills, including a Career Readiness Certificate,
and opportunities to earn thighrty, industry recognized credentials. Fundaynonly be
allocated to community colleges whose training plans include support for one or more of the
following: (i) employers who have committed to assist colleges with the design and
implementation of their training plans and to interview program caensldor available jobs;
(i) companies with registered apprenticeship programs with the North Carolina Department of
Labor; (iii) coordinated projects among two or more colleges that focus on serving the needs of
an industry cluster; or (iv) programs deged in collaboration with the North Carolina
National Guard or veterans' organizations. Funds may only be used for the following activities:
student instruction, student support and coaching, and targeted financial assistance for students,
including asstance with tuition, registration fees, books, and certification costs.

SECTION 10.16(b) Funds appropriated for the North Carolina BaakVork
Program for the 2022013 fiscal year shall not revert at the end of the fiscal year but shall
remain availatg for the Program.
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SECTION 10.16(c) Subsection (b) of this section becomes effective June 30,
2013.

PART XI. UNIVERSITIE S

USE OF ESCHEAT FUND FOR NEED-BASED FINANCIAL  AID
PROGRAMS/STUDY SCHOLARSHIPS FOR CHILDREN OF WAR VETERANS
PROGRAM

SECTION 11.1.(a) There is appropriated from the Escheat Fund income to the
Board of Governors of The University of North Carolina the sum of gody million two
hundred eightyseven thousand two hundred fettyo dollars ($64,287,242) for the 202814
fiscal year andhe sum of thirtyseven million two hundred eigheven thousand two hundred
forty-two dollars ($37,287,242) for the 202015 fiscal year to be used for The University of
North Carolina Needased Financial Aid Program.

SECTION 11.1.(b) There is apprapated from the Escheat Fund income to the
State Board of Community Colleges the sum of fifteen million two hundredsottsthousand
three hundred seventiiree dollars ($15,246,373) for the 204314 fiscal year and the sum of
sixteen million three hundd thirty-five thousand dollars ($16,335,000) for the 2@D45
fiscal year to be used for community college grants.

SECTION 11.1.(c) There is appropriated from the Escheat Fund income to the
Department of Administration, Division of Veterans Affairse teum of seven million six
hundred nine thousand five hundred nirete dollars ($7,609,591) for the 202814 fiscal
year and the sum of six million five hundred twenty thousand nine hundreef@ixtgollars
($6,520,964) for the 2012015 fiscal yeard be used for neeldlased student financial aid.

SECTION 11.1.(d) The funds appropriated by this section shall be allocated by the
State Education Assistance Authority (SEAA) for néeded student financial aid in
accordance with G.3.16B-7. If the inteest income generated from the Escheat Fund is less
than the amounts referenced in this section, the difference may be taken from the Escheat Fund
principal to reach the appropriations referenced in this section; however, under no
circumstances shall the &seat Fund principal be reduced below the sum required in
G.S.116B6(f). If any funds appropriated under this section remain uncommitted for
needbased financial aid as of the end of a fiscal year, the funds shall be returned to the Escheat
Fund, but onlyto the extent the funds exceed the amount of the Escheat Fund income for that
fiscal year.

SECTION 11.1.(e) The State Education Assistance Authority shall perform all of
the administrative functions necessary to implement this program of financialn@dSHAA
shall conduct periodic evaluations of expenditures of the scholarship programs to determine if
allocations are utilized to ensure access to institutions of higher learning and to meet the goals
of the respective programs. SEAA may make recommedator redistribution of funds to
The University of North Carolina, Department of Administration, and the President of the
Community College System regarding their respective scholarship programs, who then may
authorize redistribution of unutilized funfty a particular fiscal year.

SECTION 11.1.(f) G.S.116B-7(a) reads as rewritten:

"(@ The income derived from the investment or deposit of the Escheat Fund shall be
distributed annually on or befodedy-15August 15to0 the State Education Assistance Harity

for grants and loans to aid worthy and needy students who are residents of this State and are

enrolled in public institutions of higher education in this State. Such grants and loans shall be

made upon terms, consistent with the provisions of thigp@r, pursuant to which the State

Education Assistance Authority makes grants and loans to other students undd/6@(H. to

116-209.23, Article 23 of Chapter 116 of the General Statutes, policies of the Board of

Governors of The University of Northatolina regarding needased grants for students of The

University of North Carolina, and policies of the State Board of Community Colleges regarding

needbased grants for students of the community colleges.”

SECTION 11.1.(g) The Joint Legislative Educaim Oversight Committee shall
study the Scholarships for Children of War Veterans Program in the Department of
Administration and no later than March 1, 2014, shall report its findings to the Chairs of the
House of Representatives Appropriations Subcomenite General Government, to the Chairs
of the Senate Appropriations Committee on General Government and Information Technology,
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and to the General Assembly. The report shall include findings and recommendations regarding
all of the following:

(2) Which Stae agency is the appropriate entity to administer the program.

(2) Ways in which the Program could be redesigned so as to increase cost
predictability. This part of the report shall specifically include
recommendations regarding the desirability of impgsime limits and
scholarship award maximums on scholarships made available under the
Program.

(3) Methods of coordinating with other scholarship programs so as to ensure
that nonState resources are maximized before Program resources are used.

(4)  Feasiblity of setting a lower tuition rate for recipients of the scholarships
who attend a constituent institution of The University of North Carolina or a
community college in the North Carolina Community College System.

UNC NEED-BASED FINANCIAL AID FORWARD FU NDING RESERVE/PROVIDE
FUNDS FOR UNC NEED-BASED GRANTS
SECTION 11.2.(a) It is the intent of the General Assembly to move the UNC
NeedBased Financial Aid Program grant funding into a reserve in the North Carolina Student
Loan Fund designated for that puspacso that funds appropriated for grants in a fiscal year are
awarded to students for the following academic year. This change will provide additional
program stability.
SECTION 11.2.(b) The UNC NeeeBased Financial Aid Forward Funding
Reserve (Reserve} iestablished as a reserve in the North Carolina Student Loan Fund. The
funds in the UNC Nee®ased Financial Aid Forward Funding Reserve shall be held in reserve
for the 20132014 fiscal year and for the 202015 fiscal year. Beginning with the 202616
fiscal year, the funds in the Reserve shall be used to fund grants from the UNBas¢eed
Financial Aid Program for the 2042016 program year and each subsequent program year.
SECTION 11.2.(c) Section 6.11(e) of this act appropriates funds from the
Education Lottery Fund in the amount of thuttwyo million five hundred thirty thousand three
hundred fiftynine dollars ($32,530,359) for the 202814 fiscal year and in the amount of
nineteen million one hundred thirty thousand seven hundred tveggtty cbllars ($19,130,728)
for the 20142015 fiscal year to the Reserve. The following funds shall also be transferred to
the Reserve:

(1)  The sum of fiftynine million eight hundred fiftynine thousand five hundred
sixty-two dollars ($59,859,562) shall be tréarsed from the North Carolina
Student Loan Fund to the Reserve.

(2)  Of the funds appropriated by this act to the Board of Governors of The
University of North Carolina for the 2042015 fiscal biennium, the sum of
three million four hundred seventiye thousand five hundred thidgight
dollars ($3,475,538) for the 20€®14 fiscal year and the sum of three
million four hundred fiftyfour thousand six hundred fiftyix dollars
($3,454,656) for the 2012015 fiscal year shall be transferred to the
Reserve.

(3)  Notwithstanding G.S115G2962, the sum of three million five hundred
twenty-five thousand dollars ($3,525,000) shall be transferred from the fund
balance of the National Board Certification Loan program to the Reserve.

(4) The sum of five hundred dlusand dollars ($500,000) shall be transferred
from the John B. McLendon Scholarship Fund established in
G.S.116:209.40 to the Reserve.

SECTION 11.2.(d) G.S.116-209.40 is repealed.

COORDINATED RESIDENCY DETERMINATION PROCESS

SECTION 11.3.(a) The Geneal Assembly finds that it is in the best interest of the
State for the University System, the Community College System, and the State Education
Assistance Authority to apply the criteria in G136-143.1 to determine residency for tuition
purposes in a ardinated and similar manner. Therefore, The University of North Carolina, the
North Carolina Community College System, and the State Education Assistance Authority shall
jointly develop and implement a coordinated and centralized process to be usesdebththe
entities when determining the residency for tuition purposes of students who apply for
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admission and are admitted to a constituent institution of The University of North Carolina or a
community college under the jurisdiction of the State Boar@ahmunity Colleges and for
private college students receiving Sthteded financial aid. In developing a centralized
residency determination process, The University of North Carolina General Administration, the
North Carolina Community College System, dhed State Education Assistance Authority shall
consult with the North Carolina Independent Colleges and Universities.

SECTION 11.3.(b) No later than January 1, 2014, The University of North
Carolina, the North Carolina Community College System, and tde Education Assistance
Authority shall report to the Joint Legislative Education Oversight Committee regarding the
progress in developing and implementing a coordinated and centralized process and any
necessary statutory changes.

UNC MANAGEMENT FLEXIBI LITY REDUCTION

SECTION 11.5.(a) The management flexibility reduction for The University of
North Carolina shall not be allocated by the Board of Governors to the constituent institutions
and affiliated entities using an acrdabg-board method bushall ke donein a manner that
recognizes the importance of the academic missions and differences among The University of
North Carolina entities.

Before taking reductions in instructional budgets, the Board of Governors and the
campuses of the constituent instibns 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 cossaving spn of control measures.
(5) Reducing the number of senior and middle management positions.
(6) Eliminating lowperforming, redundant, or loenrollment programs.
(7) Using alternative funding sources.
(8) Protecting direct classroom services.
The Board ofGovernors 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 11.5.(b) In allocating the management flexibility reduction, no
reduction in State funds shall be allocated in either fiscal year of theZBdBbiennium to
any of the following:
(1) UNC NeedBased Financial Aid.
(2) North Carolina NeedasedScholarship.
(3)  Any special responsibility constituent institution which has been granted a
basic type designation of "Special Focus Institution” under the Carnegie
Classification of Institutions of Higher Education.

(4)  Any special responsibility congtiént institution which has been granted a
basic type designation of "Baccalaureate Colleges & Sciences" under
the Carnegie Classification of Institutions of Higher Education.

(5)  Any constituent high school of The University of North Carolina.

SECTION 11.5.(c) The University of North Carolina shall report on the
implementation of the management flexibility reduction in subsection (a) of this section to the
Office of State Budget and Management and the Fiscal Research Division no later than October
1,2013. This report shall identify both of the following by campus:

(1) The total number of positions eliminated by type (faculty/nonfaculty).

(2)  The lowperforming, redundant, and leanrollment programs that were

eliminated.

UNC BOARD OF GOVERNORS REPORT ON OVERHEAD RECEIPTS
SECTION 11.6.(a) G.S.116-11 is amended by adding a new subdivision to read:
"(9a) The Board of Governors shall report to the Joint Legislative Education
Oversight Committee and the Office of State Budget and Management by
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March 1 ofeach year regarding tlseim of facilities and administrative fees
and overhead receipts for The University of North Carolina that are collected
and expended by each constituent institution. The report shall include all of
the followinginformation

a. The collection of facilities and administrative fees and overhead
recipts by grant or program.
b. The useof facilities and administrative fees and overhead receipts

showing expenditures by grant or program.

The sum of facilities and administrative feesiéh overhead receipts
collected or expended by eagbnstitueninstitution for maintenance
and operation of facilities that were construcigth or at any time
operated byunds fromthe General Fund.

SECTION 11.6.(b) Section 31.14 of S.L. 200424 is epealed.

1o

STUDENT CHARGES AT THE NORTH CAROLINA SCHOOL OF SCIENCE AND
MATH
SECTION 11.7.(a) G.S.116-40.22 reads as rewritten:
"8 11640.22. Management flexibility.

é
(c) Tuition and Feesi Notwithstanding any provision in Chapter 116 of the General
Stautes to the contrary, in addition to any tuition and fees set by the Board of Governors

pursuant to G.S11611(7), the Board of Trustees of the institution may recommend to the
Board of Governors tuition and fees for prograpecific and institutiorspedfic needs at that
institution without regard to whether an emergency situation exists and not inconsistent with
the actions of the General Assembly. Any tuition and fees set pursuant to this subsection are
appropriated for use by the institution. Notwitreding this subsection, neither the Board of
Governors of The University of North Carolina nor its Board of Trustees shall impose any
tuition or mandatory fee at the North Carolina School of Science and Mathematics without the
approval of the Generahssenbly-Assembly, except as provided in subsect{®nof this
section.
é
(f) The Board of Governors of The University of North Carolina may approve, upon
the recommendation of the Board of Trustees of the North Carolina School of Science and
Mathematics, thémposition d feesnot inconsistent with actions of the General Assenitrly
distancesducation services provided by the North Carolina School of Science and Mathematics
to nonresidents and f@atudentgarticipathg in extracurriculaenrichment programsponsored
by the Schoaot.
SECTION 11.7.(b) G.S.116-143 reads as rewritten:
"§ 116143. Statesupported institutions of higher education required to charge tuition
and fees.

é

(b) In the event that said students are unable to pay the cost of tuitiorequiced
academic fees as the same may become due, in cash, the said several boards of trustees are
hereby authorized and empowered, in their discretion, to accept the obligation of the student or
students together with such collateral or security as thay deem necessary and proper, it
being the purpose of this Article that all students in State institutions of higher learning shall be
required to pay tuition, and that free tuition is hereby abolished. Notwithstanding this section,
neither the Board oBovernors of The University of North Carolina nor its Board of Trustees
shall impose any tuition or mandatory fee at the North Carolina School of Science and
Mathematics without the approval of the GenéxasemblyAssembly, except as provided in
subsectia (e) of this section.

é

(e) The Board of Governors of The University of North Carolina may approve, upon
the recommendation of the Board of Trustees of the North Carolina School of Science and
Mathematics, the impositionf éeesnot inconsistent with adins of the General Assembigr
distancesducation services provided by the North Carolina School of Science and Mathematics
to nonresidents and f@tudentgarticipatng in extracurriculaenrichment programs sponsored

by the Schoot.

S402 [Ratified] Pagel19



SECTION 11.7.(c) This section applies to the 202814 spring academic
semester and each subsequent academic semester.

STUDENT CHARGES AT THE UNC SCHOOL OF THE ARTS

SECTION 11.8.(a) Article 4 of Chapter 116 of the General Statutes is amended by
adding a new section to ieta
"§ 11668.1. Fees.

The Board of Governors of The University of North Carolina setyees, not inconsistent

with the actions of the General Assemblybe paid by ifState high school studengsmrolled
at theUniversity of North Carolina School of thArts to assist with expensekthe institution
The Board of Trusteesmay recommend to the Board of Governors of The University of North
Carolinathatfees be set not inconsistent with actions of the General Asseniblyae paid by
in-Statehigh schooktudentsenrolled at thaJniversity of North Carolina School of the Arte
assist with expenses of the institutidime University of North Carolina School of the Arts may
chargeand collect feesstablished as provided by this sectivom in-State high school
students enrolled at thégniversity of North Carolina School of the Afts.

SECTION 11.8.(b) This section applies to the 202015 academic year and each
subsequent academic year.

AUTHORIZE STATE EDUCATION ASSISTANCE AUTHORITY TO CONTINUE TO
COLLE CT NORTH CAROLINA TEACHING FELLOWS REPAYMENTS
SECTION 11.9. Subsection (b) of Section 1.38 of S.L. 266 is repealed.

UNC DISPOSITION AND ACQUISITION OF REAL PROPERTY
SECTION 11.10.(a) G.S.116198.34(5) reads as rewritten:
"8 116198.34. General pwers of Board of Governors.
The Board may exercise any one or more of the following powers:

e
(5) To acquire, hold, lease, and dispose of real and personal property in the
exercise of its powers and the performance of its duties hereunder and to
lease albr any part of any project or projects and any existing facilities upon
such terms and conditions as the Board determines, subject to the provisions
of G.S.143 341 and Chapter 146 of the General Statutes.
Notwithstanding G.S143341 and Chapter 146 tiie General Statutes,
an acquisition for a period of 10 yearnsl@ss ora dispositiorof 65 years b
lessby easement, lease, or rental agreemeng¢afproperty ospace in any
building on the Centennial Campus, on the Horace Williams Campus, on a
Mille nnial Campus, or on a Kannapolis Research Camyageforaperiod
shall not require the approval of the Governor and the
Council of StateThe Board shall reporthe acquisitiors or dispositions
described in this paragraph of this sivigion to the Department of
Administration for_inclusion in the inventory maintained by Department
pursuant t0G.S.143341(4)a. and band the information regardingnose
transactionsthat is required byG.S.143341(4)a. and b.All other
acquisitions ad dispositions made under this subdivision for a period in
excess oft0-yearghe terms described in thparagraph ofhis subdivision
are subject to the provisions of G13.3-341 and Chapter 146 of the General
Statutes.

é .
SECTION 11.10.(b) Subsectior{d) of Section 9.10 of S.L. 20142 is repealed.

UNC/WAKE FOREST INSTITUTE FOR REGENERATIVE MEDICINE/PROFIT
SHARING WITH STATE
SECTION 11.12.(a) Of the funds appropriated by this act for the 2@035 fiscal
biennium to the Board of Governors of Theilgmsity of North Carolina the sum of seven
million dollars ($7,000,000) for the 2042914 fiscal year and the sum of seven million dollars
($7,000,000) for the 2012015 fiscal year shall be allocated to Wake Forest University Health
Sciences (hereinafté¥Wake Forest”) in support of the Wake Forest Institute for Regenerative
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Medicine (hereinafter "Institute") and its Department of Defense Armed Forces Institute for
Regenerative Medicine and current good manufacturing practices (cGMP) facility.

SECTION 11.12.(b) Wake Forest shall reimburse the State for State funds
appropriated for the Institute under subsection (a) of this section and in prior fiscal years by
returning to the State five percent (5%) of the royalty revenue received by the Institute from
commercialized projects arising under those research projects supported by the State funds,
either through direct research support or through substantial utilization of the cGMP facility not
reimbursed through other funds ("Subject Projects"). Royalty revesimbursed to the State
shall be subject to all of the following:

Q) The total amount to be reimbursed to the State shall be limited to the
aggregate amount of State funds allocated to Wake Forest for the Institute
plus simple interest at the rate otifpercent (4%) annually from the time of
disbursement until reimbursement commences.

(2)  Wake Forest shall be entitled to deduct the expenses reasonably incurred in
prosecuting, defending, and enforcing patent rights for the Subject Projects,
except to tk extent the expenses are recovered from a third party, before
calculating the amount to be paid to the State.

3) Calculation of the payments to the State shall be based upon the formula
provided in subsection (c) of this section.

4) Payments shall be mda to the State and used by the State in a manner
consistent with federal law.

SECTION 11.12.(c) Wake Forest on behalf of the Institute shall annually calculate

and remit reimbursement payments to the State based upon the following formula:

(2) Payments d the State shall be based on that share of royalty revenue
proportional to the State funds used for the Subject Project, which shall be
calculated as the ratio of State funds to total funds used to support the
Subject Project, based on budgets developedistent with federal research
funding accounting guidelines and including the fair market value of
unreimbursed cGMP facility utilization.

(2) Wake Forest shall calculate net royalty revenue on a Subject
Projectby-SubjectProject basis by deducting angxpenses authorized
under subsection (b)(2) of this section from the total royalty revenue
received from the Subject Project.

(3) Wake Forest shall multiply net royalty revenue by the support ratio
calculated in subsection (c)(1) of this section and thaliphy the product
by five percent (5%) to determine the State royalty share ("State Royalty
Share").

(4) The State Royalty Share shall be remitted to the State unless the cumulative
State Royalty Share payments have satisfied the total aggregate amoeint t
reimbursed as provided in subsection (b)(1) of this section.

SECTION 11.12.(d) Wake Forest on behalf of the Institute shall comply with the

following reporting requirements:

1 By September 1 of each year, and more frequently as requested, re¢pert to

Joint Legislative Commission on Governmental Operations, the Fiscal
Research Division, and the Board of Governors of The University of North
Carolina on prior State fiscal year program activities, objectives, and
accomplishments and prior State fisgahr itemized expenditures and fund
sources. The annual report shall include a report of royalty revenues
generated from the Subject Projects.

(2) Provide to the Fiscal Research Division a copy of the Institute's annual
audited financial statement with8® days of issuance of the statement.

SECTION 11.12.(e) Remaining allotments after September 1 shall not be released
to the Institute if the reporting requirements provided in subsection (d) of this section are not
satisfied.

SECTION 11.12.(f) No more tlan one hundred twenty thousand dollars
($120,000) in State funds shall be used for the annual salary of any one employee of the
Institute. For purposes of this subsection, the term "State funds" means funds appropriated by
the State to the Institute anderest earned on those funds.
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SECTION 11.12.(g) No State funds shall be used by the Institute (i) to hire or
facilitate the hiring of a lobbyist or any person performing the duties or activities of a lobbyist,
without regard to the person's title; or (o)facilitate any lobbying efforts.

UNC/STRATEGIC PLAN FUNDS

SECTION 11.13. Of the funds appropriated by this act to the Board of Governors
of The University of North Carolina for the 202815 fiscal biennium, the Board of Governors
may spend a sum afp to fifteen million dollars ($15,000,000) for the 20414 fiscal year
and a sum of up to fifteen million dollars ($15,000,000) for the 2¥b fiscal year to
implement provisions of The University of North Carolina Strategic Plan as set out ipohne re
"Our Time, Our Future: The University of North Car@i@ompact with North Carolina."

STUDENT FINANCIAL AID/SEMESTER LIMIT

SECTION 11.15.(a) G.S.115G499.2(6) is repealed.

SECTION 11.15.(b) Article 35A of Chapter 115C of the General Statutes is
amended by adding a new section to read:
"8 115CG499.2A. Semesterlimitation on eligibility for scholarship.

(a) Except as otherwise provided Isybsection (c) othis section, a studentith a
matriculated status at a constituent institutadnr’he Univergy of North Carolinashall not
receive _a scholarship for more thd@ full-time academic semesters, or its equivalent if
enrolled partime, unless the student is enrolled in a program officially designated by the
Board of Governors as a fiwear degre@rogram. If a student is enrolled in such a fear
degree program, then the student shall not recgiseholarshipfor more than 2 full-time
academic semestersthe equivalent if enrolled patime.

(b) Except as otherwise provided by subsectionafcihis section, a student with a
matriculated status at @mmunity collegeshall not receive a scholarship for more tls#n
full-time academic semesters tle equivalent if enrolled patime.

© Upon application by a student, thppropriate postsendary institution magrant a
waiverto the student who may theaceivea scholarshigfor the equivalent of one additional
full-time academic semester if the student demonstrates that any of the following have
substantially disrupted or interrupted thieidens pursuit of a degrealiploma, or certificate
(i) a military service obligation, (ii) serious medical debilitation, (iii) a stemnn or longterm
disability, or (iv) other extraordinary hardshiphe Board of Governorsr the State Board of
Community Collegesas appropriateshall establistpolicies andprocedures to implement the
waiverprovided by this subsection.

SECTION 11.15.(c) Article 3 of Chapter 115D of the General Statutes is amended
by adding a new section to read:
"8 115D340.2. Semesterlimitation on eligibility for North Carolina Community College
grants.

(a) Except as otherwise provided by this section, a student shall not receive a
needbasedgrant from the North Carolina Community ColleGeant Programfor more than
six full-time academic semesters tloe equivalent if enrolled patime.

(b) Upon application by a student, tkemmunity college may grant a waiveer the
student who may then receiwegrant from the North Carolina Community Colle@sant
Program for the equivagnt of one additional fultime academic semester if the student
demonstrates that any of the following have substantially disrupted or interrupted the'sstudent
pursuit of adegree, diploma, or certificaté) a military service obligation, (ii) seriousedical
debilitation, (iii) a shorterm or longterm disability, or (iv) other extraordinary hardshife
State Boardshall establistpolicies andprocedures to implement theaiver provided by this
subsection.

SECTION 11.15.(d) G.S.116-25.1 reads aewritten:
"8 11625.1. Limitreeeipt-ef Semester limitation on eligibility for The University of North
Carolina need-based financial aidgrants-te-traditional-time-period-required-to
rants.

€)) Except as otherwise provided blyid section, a student shall not receive a grant
from The University of North Carolina Nedthsed Financial Aid Program for more thane
10 full-time academic semesters, or its equivalent if enrolledtipagt unless the student is
enrolled in a progranofficially designated by the Board of Governors as a-fiear degree
program. If a student is enrolled in such ayear degree program, then the student shall not
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receive a neetlased grant from The University of North Carolina N8ased Financial Al
Program for more thad1-12 full-time academic semesters or its equivalent if enrolled
parttime.

(b) Upon application by a studerthe-student-mayreceive-a-grant-for-one-additional

} constitupt institution may grant a
waiver to the student who may then receive a grant for the equivalent of one additional
full-time academic semestdr the student demonstrates that any of the following have
substantially disrupted or interrupted the studentisyit of a degree: (i) a military service
obligation, (ii) serious medlcal debllltatlon (iif) a sh{mtm or longterm dlsablllty, or (iv)
other extraordinarya j due to
Fedueed—eeupse—e#ﬁelgs— ardshlp The Board of Governors shall establlsthae
appropriatpolicies andprocedures to implement thadditional-semester—extenswaiver
provided by this subsection."”

SECTION 11.15.(e) G.S.116-281(6) is repealed.

SECTION 11.15.(f) Article 34 d Chapter 116 of the General Statutes is amended
by adding a new section to read:

"8 116281.1. Semesterlimitation on eligibility for scholarship.

(@) A student shall not receive a scholarship under this Article for more IBan
full-time academic semess, or the equivalent if enrolled pdirhe, unless the student is
enrolled in a program officially designated by the eligible private postsecondary institution as a
five-year degree program. If a student is enrolled in such syége degree program,gh the
student shall not receive a scholarship under this Article for morelthéul-time academic
semesters or the equivalent if enrolled {hane.

(b) Upon application by a studerthe eligible private postsecondary institution may
grant a waiver tahe studentwho may therreceive a scholarship for the equivalent of one
additional fulttime academic semester if the student demonstrates that any of the following
have substantially disrupted or interrupted the stisl@otrsuit of a baccalaureate degr (i) a
military service obligation, (ii) serious medical debilitation, (iii) a stiertn _or longterm
disability, or (iv) other extraordinary hardship. Tékgible private postsecondary institution
shall establish policies and procedures to implertentvaiver provided by this subsectibn.

SECTION 11.15.(g) Article 23 of Chapter 116 of the General Statutes is amended
by adding a new section to read:

"8 116209.19A Limit semesters eligible foneedbased grants and scholarships

The Authority admirsters the followingneedbasedgrant and scholarshiprograms:the
Education Lottery Scholarships, North Carolina Community College Grant Prodraen,
University of North Carolina NeeBased Financial Aid Program, an8leedBased
Scholarships for Students ttAnding Private Institutions of Higher Education.
G.S.115G499.2A, 115140.2, 11625.1, and 114811 limit the number of semesters that a
student may receive a grant or scholarship from any of those prograialso provide the
circumstances in_which avaiver to those limits may be granted by the rappate
postsecondary institutiomhe Authority shallenforce these limitations administering these
programs _sdhat unless a waiver is grantday the appropriate postsecondary institutina
studentshall receive a grant or scholarship from any of those prog@mnasly combination of
those financial aid programmhile pursuing a degrediploma, or certificatéor more tharany
of the following time periods(i) 10 full-time academic semesters or itpuvalent if enrolled
parttime or (ii) 12 full-time academic semesters or its equivalent if the student is enrolled in a
program officially designated as a fiyear degree program.

A postsecondary institution that grants a waiweder G.S.115G499.2A, 115D-40.2,
116:25.1, or 1162811 shall certify the granting othe waiver in a manner acceptablette
Authority and shall alsmaintaindocumentatiosubstantiatinghe reason fothe waiver'

SECTION 11.15.(h) The State Education Assistance Authostall structure its
payment schedule to encourage students to complete an average of 30 credit hours per
academic year. The State Education Assistance Authority shall report to the Joint Legislative
Education Oversight Committee by March 1, 2014, regariiagneasures implemented by the
Authority pursuant to this subsection.

SECTION 11.15.(i) This section applies to the 202015 academic year and each
subsequent academic year.

STUDY SCHOOL OF SCIENCE AND MATHEMATICS/MORGANTON CAMPUS
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SECTION 11.16.(a) The Board of Governors of The University of North Carolina,
the North Carolina School of Science and Mathematics (School of Science and Math), and the
Department of Public Instruction shall jointly study the feasibility of establishing a western
campus forthe School of Science and Math at the School for the Deaf in Morganton. In its
study, the Board of Governors, the School of Science and Math, and the Department of Public
Instruction shall consider the number of students with excellent academic recordppihto
the School of Science and Math but are not accepted because of the School's lack of physical
space to accommodate additional students. They may also consult with the Department of
Administration regarding what, if any, renovations would be reguat the School for the Deaf
if a western campus for the School of Science and Math were located at that facility.

If it is determined that the School for the Deaf is not a suitable site for the location
of a western campus, the Board of Governors, Sabiogtience and Math, and the Department
of Public Instruction in consultation with the Department of Administration may consider other
sites in western North Carolina that are available as a site.

SECTION 11.16.(b) The Department of Administration shalipon request by the
Board of Governors, the North Carolina School of Science and Math, and the Department of
Public Instruction, provide information regarding renovations that may be required to locate a
western campus for the School of Science and MatheaSchool for the Deaf and shall also
provide, upon request, information regarding other Siateed real property that may be
available for such a purpose.

SECTION 11.16.(c) The Board of Governors, the School of Science and Math, and
the Department oPublic Instruction shall report their findings and recommendations to the
House of Representatives and Senate Appropriations Subcommittees on Education by February
1, 2014.

STUDY NC GUARANTEED ADMISSION PROGRAM

SECTION 11.17.(a) The Board of Governorsf @he University of North Carolina
and the State Board of Community Colleges shall jointly study the feasibility of establishing an
alternative undergraduate admission program to be known as the North Carolina Guaranteed
Admission Program (NC GAP). The dsaf NC GAP shall be to encourage and assist more
students to obtain a baccalaureate degree within a shorter time period; to provide students with
a college education at significantly lower costs for both the student and the State; to help
decrease the amant of debt resulting from loans that a student may owe upon graduation; to
provide a student with an interim degree that may increase a student's job opportunities if the
student chooses not to continue postsecondary education; and to provide easkrt@acce
academic counseling that will assist a student in selecting coursework that reflects the student's
educational and career goals and helps the student succeed academically.

NC GAP shall be designed as an alternative admission program for students who
apply for admission to a constituent institution and satisfy the admission criteria but whose
academic credentials are not as competitive as other students admitted to the institution. A
student admitted to a constituent institution through NC GAP museagrdefer enrollment at
the institution until the student earns an associate degree from one of the State's community
colleges. Counseling and assistance shall be provided by the community college to any student
in NC GAP to help the student in selectiogursework that reflects the student's educational
and career goals and that provides a smooth transition from the community college to the
constituent institution.

Once awarded the associate degree from the community college, the student is
entitled to a@mission as a junior at the constituent institution.

Each constituent institution of higher education would be directed to establish NC
GAP as part of its undergraduate admission program.

SECTION 11.17.(b) The Board of Governors of The University of No@larolina
and the State Board of Community Colleges shall report their findings and recommendations
regarding NC GAP to the Joint Legislative Education Oversight Committee by March 1, 2014.
The report shall include a comprehensive description of the prdgm®gram, including the
criteria that would be used to determine which students would be required to participate in the
program as a condition of enrollment and the academic counseling that would need to be
available to help students in NC GAP succeetiamically.

UNC ISCHOOL/CAREER AND COLLEGE PROMISE PROGRAM
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SECTION 11.18. The University of North Carolina at Greensboro and the
Department of Public Instruction shall jointly study the feasibility of restarting the -GNC
iISchool by incorporating it aspart of the Career and College Promise Program. As part of the
study, the University of North Carolina at Greensboro and the Department of Public Instruction
shall consider the cost of incorporating the iSchool within the existing structure of the Career
and College Promise Program. The University of North Carolina at Greensboro and the
Department of Public Instruction shall report to the Joint Legislative Education Oversight
Committee by March 1, 2014, regarding their findings and recommendations.

PART Xll. DEPARTMENT OF HE ALTH AND HUMAN SERVI CES
SUBPART XII-A. CENTRAL MANAGEMEN T AND SUPPORT

DEPARTMENT FLEXIBILITY TO ACHIEVE DEPARTMENTAL PRIORITIES AND
ENHANCE FISCAL OVERSIGHT AND ACCOUNTABILITY

SECTION 12A.1.(a) Notwithstanding any other provision &w to the contrary
and consistent with G.343B-10, the Secretary of the Department of Health and Human
Services may reorganize positions and related operational costs within the Department (i) upon
a demonstration by the Department of eeféeéctivenessnd (ii) after approval by the Office of
State Budget and Management (OSBM) of a written proposal submitted by the Department to
OSBM. Proposals submitted to OSBM under this section shall, at a minimum, identify the
positions involved and the strategiesoe implemented in order to achieve efficiencies.

SECTION 12A.1.(b) In order to enhance fiscal oversight and accountability, the
Secretary of the Department of Health and Human Services may realign existing resources to
expand its internal audit capaciffhe Secretary may identify up to 32 existing positions for
this purpose. Any realignment of resources and positions pursuant to this subsection is subject
to the prior approval of OSBM. Notwithstanding any provision of law to the contrary, these
realignnents shall be reflected in the authorized budget. The expanded Office of Internal Audit
shall provide the Department's management personnel with independent reviews and analyses
of various functions and services within the Department, including operatenrdits,
performance audits, compliance audits, financial audits, and other special reviews.

SECTION 12A.1.(c) By no later than June 30, 2014etDepartment shall report
any actions undertaken pursuant to this section to the Joint Legislative Overmgmit@e on
Health and Human Services and the Fiscal Research Division. The report shall, at a minimum,
identify the positions involved and the strategies implemented to achieve efficiencies, to
expand internal audit capacity, or both.

FUNDING FOR NONPROFIT ORGANIZATIONS/ESTABLISH COMPETITIVE
GRANTS PROCESS

SECTION 12A.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 nine
million five hundred twentynine thosand one hundred thirfpur dollars ($9,529,134) in
recurring funds for each year of the 2€A@L5 fiscal biennium, the sum of three hundred
seventeen thousand four hundred dollars ($317,400) in nonrecurring funds for each year of the
20132015 fiscal bianium, and the sum of three million eight hundred {iftyp thousand five
hundred dollars ($3,852,500) appropriated in Section 12J.1 of this act for each year of the
20132015 fiscal biennium shall be used to allocate funds for nonprofit organizations.

SECTION 12A.2.(b) For fiscal year 2012014 only, from funds appropriated
under subsection (a) of this section, the Department shall allocate the designated amounts to the
following nonprofit organizations:

1

North Carolina Senior Games, Inc. $ 121,481
(2)  ARC of North Carolina 305,598
(3) ARC of North Carolind Wilmington 51,048
(4)  Autism Society of North Carolina 2,941,818
(5)  The Mariposa School for Children with Autism 339,879
(6) Easter Seals UCP of North Carolina 1,619,439
(7)  ABC of North CarolinaChild Development Center 366,703
(8) Residential Services, Inc. 246,424
(9)  Oxford House, Inc. 200,000
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(10) Brain Injury Association of North Carolina 225,223
(11) Food Bank of Central and Eastern North Carolina, Inc500,001

(12) Food Bank of the Albembr 500,001
(13) Manna Food Bank 500,001
(14) Second Harvest Food Bank of Metrolina, Inc. 500,001
(15) Second Harvest Food Bank of Northwest

North Carolina, Inc. 500,001
(16) Second Harvest Food Bank of Southeast

North Carolina 499,999
(17) Prevent BlindnesNC 458,163
(18) Maternity Homes 375,000
(19) NC High School Athletic Association (NCHSAA) 332,491
(20) Work Firsti Boys & Girls Clubs 2,452,500
(21) Vocational Rehabilitation ServicésEaster Seal

Society/UCP North Carolina 188,263
(22) ALS Jim "Catfih" Hunter 400,000
(23) Accessible Electronic Information for Blind and

Disabled Persons 75,000

SECTION 12A.2.(c) No later than December 1, 2013, each nonprofit organization
receiving funding pursuant to subsection (b) of this section shall submit Divison of
Central Management and Support a written report of all activities funded by State
appropriations. The report shall include the following information about the fiscal year
preceding the year in which the report is due:

1 The entity's missiomurpose, and governance structure.

(2) A description of the types of programs, services, and activities funded by
State appropriations.

(3)  Statistical and demographical information on the number of persons served
by these programs, services, and actisjtiacluding the counties in which
services are provided.

(4) Outcome measures that demonstrate the impact and effectiveness of the
programs, services, and activities.

(5) A detailed program budget and list of expenditures, including all positions
funded ad funding sources.

(6)  The source and amount of any matching funds received by the entity.

SECTION 12A.2.(d) It is the intent of the General Assembly that, beginning fiscal
year 20142015, the Department implement a competitive grants process for niofynding.

To that end, the Department shall develop a plan that establishes a competitive grants process
to be administered by the Division of Central Management and Support. The Department shall
develop a plan that, at a minimum, includes each of flening:

(1) A request for application (RFA) process to allow nonprofits to apply for and

receive State funds on a competitive basis.

(2) A requirement that nonprofits match a minimum of ten percent (10%) of the
total amount of the grant award.

(3) A requrement that the Secretary prioritize grant awards to those nonprofits
that are able to leverage n@mate funds in addition to the grant award.

(4) A process that awards grants to nonprofits dedicated to providing services on
a statewide basis and that popt any of the following State health and
wellness initiatives:

a. A program targeting advocacy, support, education, or residential
services for persons diagnosed with autism.

b. A comprehensive program of education, advocacy, and support
related to braimjury and those affected by brain injury.

C. A system of residential supports for those afflicted with substance
abuse addiction.

d. A program of advocacy and supports for individuals with intellectual

and developmental disabilities or severe and pergishental illness,
substance abusers, or the elderly.

e. Supports and services to children and adults with developmental
disabilities or mental health diagnoses.
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f. A food distribution system for needy individuals.

g. The provision and coordination of s&es for the homeless.

h. The provision of services for individuals aging out of foster care.

I. Programs promoting wellness, physical activity, and health education
programming for North Carolinians.

J- A program focused on enhancing vision screeningutlin the State's
public school system.
k. Provision for the delivery of afteschool services for atsk youth.

l. The provision of direct services for amyotrophic lateral sclerosis
(ALS) and those diagnosed with the disease.

m. The provision of assistiveaformation technology services for blind
and disabled persons.

(5) Ensures that funds received by the Department to implement the plan
supplement and do not supplant existing funds for health and wellness
programs and initiatives.

SECTION 12A.2.(e) No later than February 1, 2014, the Secretary of Health and

Human Services shall develop a plan for the implementation of the competitive grants process
for nonprofit funding and shall report to the Joint Legislative Oversight Committee on Health
and Human Serces on the plan.

SECTION 12A.2.(f) No later than March 1, 2014, the Secretary of Health and
Human Services shall implement the plan for the competitive grants process.

SECTION 12A.2.(g) No later than July 1, 2014, the Secretary shall announce the
recipents of the competitive grant awards and allocate funds to the grant recipients for the
20142015 fiscal year pursuant to the amounts designated under subsection (a) of this section.
After awards have been granted, the Secretary shall submit a repbet Joint Legislative
Oversight Committee on Health and Human Services on the grant awards that includes at least
all of the following:

(1) The identity and a brief description of each grantee and each program or

initiative offered by the grantee.

(2)  The anount of funding awarded to each grantee.

(3) The number of persons served by each grantee, broken down by program or
initiative.

SUPPLEMENTAL SHORT -TERM ASSISTANCE FOR GROUP HOMES

SECTION 12A.2A.(a) As used in this act, "group home" means any faciat {i)
is licensed under Chapter 122C of the General Statutes, (i) meets the definition of a supervised
living facility under 10A NCAC 27G .5601(c)(1) or 10A NCAC 27G .5601(c)(3), and (iii)
serves adults whose primary diagnosis is mental iliness oredopevental disability but may
also have other diagnoses.

SECTION 12A.2A.(b) From the funds appropriated in this act to the Department
of Health and Human Services, Division of Central Management and Support, the sum of four
million six hundred thousand Hars ($4,600,000) in nonrecurring funds shall be used to
provide temporary, sheterm financial assistance in the form of a monthly payment to group
homes on behalf of each resident who meets all of the following criteria:

(1) Was eligible for Medicaigtovered personal care services (PCS) prior to

January 1, 2013, but was determined to be ineligible for PCS on or after
January 1, 2013, due to Medicaid State Plan changes in PCS eligibility
criteria specified in Section 10.9F of S.L. 20142, as amended [8ection

3.7 of S.L. 2012145 and Section 70 of S.L. 20124.

(2) Has continuously resided in a group home since December 31, 2012.

SECTION 12A.2A.(c) These monthly payments shall be subject to all of the
following requirements and limitations:

(1) The anount of the monthly payments authorized by this section shall not

exceed four hundred sixfpur dollars and thirty cents ($464.30) per month
for each resident who meets all criteria specified in subsection (b) of this
section.

(2) A group home that recees the monthly payments authorized by this section

shall not, under any circumstances, use these payments for any purpose other
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than providing, as necessary, supervision and medication management for a
resident who meets all criteria specified in subsecdtb) of this section.

3) The Department shall make monthly payments authorized by this section to
a group home on behalf of each resident who meets all criteria specified in
subsection (b) of this section only for the period commencing July 1, 2013,
andending June 30, 2014, or upon depletion of the four million six hundred
thousand dollars ($4,600,000) in nonrecurring funds appropriated in this act
to the Division of Central Management and Support for the 2013 fiscal
year for the purpose of thisa®n, whichever is earlier.

(4) The Department shall make monthly payments authorized by this section
only to the extent sufficient funds are available from the four million six
hundred thousand dollars ($4,600,000) in nonrecurring funds appropriated in
this act to the Division of Central Management and Support for the
20132014 fiscal year for the purpose of this section.

(5)  The Department shall not make monthly payments authorized by this section
to a group home on behalf of a resident during the peydainan appeal by
or on behalf of the resident under G188A-70.9A.

(6) The Department shall terminate all monthly payments pursuant to this
section on June 30, 2014, or upon depletion of the funds appropriated in this
act to the Division of Central Magement and Support for the 262314
fiscal year for the purpose of this section, whichever is earlier.

(7) Each group home that receives the monthly payments authorized by this
section shall submit to the Department a list of all funding sources for the
operational costs of the group home for the preceding two years, in
accordance with the schedule and format prescribed by the Department.

SECTION 12A.2A.(d) The Department shall use an existing mechanism to
administer these funds in the least restricthenner that ensures compliance with this section
and timely and accurate payments to group homes. The Department shall not, under any
circumstances, use any portion of the four million six hundred thousand dollars ($4,600,000)
appropriated in this act ttié Division of Central Management and Support for the purpose of
this section for any other purpose.

SECTION 12A.2A.(e) By no later than April 1, 2014, the Department of Health
and Human Services shall submit to the Joint Legislative Oversight Commttdeaith and
Human Services and the Fiscal Research Division:

(1) A plan for a longterm solution for individuals residing in group homes who
would like to continue residing in this setting and, as a result of an
independent assessment, have been detednimeneed only supervision,
medication management, or both.

(2) A list of funding sources for each group home that receives assistance
authorized by this section, based on the information provided to the
Department pursuant to Section 12A.2A(c)(7).

SECTION 12A.2A.(f) Nothing in this section shall be construed as an obligation
by the General Assembly to appropriate funds for the purpose of this section, or as an
entitlement by any group home, resident of a group home, or other person to receive temporary,
shortterm financial assistance under this section.

SECTION 12A.2A.(g) This section expires June 30, 2014.

ESTABLISH STATEWIDE TELEPSYCHIATRY PROGR AM

SECTION 12A.2B.(a) By no later than August 15, 2013, the Office of Rural
Health and Community Care ofdtDepartment of Health and Human Services shall develop
and submit to the Senate Appropriations Committee on Health and Human Services, the House
Appropriations Subcommittee on Health and Human Services, the Joint Legislative Oversight
Committee on Healtrand Human Services, and the Fiscal Research Division a plan to
implement a statewide telepsychiatry program to be administered by East Carolina University
Center for Telepsychiatry andBehavioral Health (ECU Center for Telepsychiatry) pursuant
to a contact between the Department and ECU Center for Telepsychiatry. The plan shall be
substantially similar to the Albemarle Hospital Foundation telepsychiatry project currently
operating in 14 hospitals in eastern North Carolina and shall allow all hospietsdd to
operate in the State under Chapter 131E or Chapter 122C of the General Statutes to participate
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in the telepsychiatry program, either as a consultant site or as a referring site. As used in this
section, the terms "consultant site” and "refersitg" are as defined in G.$43B-139.4B(a).
In addition, the plan shall include at least all of the following:

(2) Specific steps to be taken by ECU Center for Telepsychiatry, within
specified time periods, to work toward implementation of the telepsyghia
program on a statewide basis.

(2) Specific steps to be taken by the Department to oversee and monitor
establishment and administration of the program.

3) Estimated program costs and rates of payment for telepsychiatry services.

4 Requirements for dibility coverage related to participation in telepsychiatry.

SECTION 12A.2B.(b) Article 3 of Chapter 143B of the General Statutes is

amended by adding a new section to read:
"8 143B-139.4B Office of Rural Health and Community Care to overseeand monitor
establishment and administration of statewidetelepsychiatry program.

(a) The following definitions apply in this section:

Q) Consultantsite. T The hospital or othesite at which the consulting provider

is physically located at the timéhe consultingorovider delivershe acute
mental healtlor substance abusare by means of telepshatry.

Hospital.1 A facility licensed under Chapter 131E or Chapter 122C of the
General Statutesr a Statefacility listed inG.S.122G181.

Referring sitei Thehospitalat which the patient is physically located
Telepsychiatry. The delivery of acute mental health or substance abuse
care, including diagnosis or treatment, by meanswaway realtime
interactive audi@ndvideoby aconsultingprovide at a consultant site tn
individual patient at a referring site. The term does not incthéestandard

use of telephons, facsimile transmissions, unsecurgi@ctronicmail, or a
combination of thesi the course of care

(5)  Consultingprovider.i A physician or other health care provider licensed in
this State to provide acute mental healtsubstanc@buse care.

(b)  The North CarolinaOffice of Rural Health and Community Careali oversee the
establisment and administration &f statewidetelepsychiatry programthat allowsreferring
sitesto utilize consulting providerat a consultant site providetimely psychiatric assessment
and rapid initiation of treatment faratientsat the referring sit@xperiencing amcutemental
healthor substane abuserisis Notwithstanding the provisions éfrticle 3 of Chapter 143 of
the General Statutes any other provision of lawthe Office of Rural Health and Community
Care shall contract with East Carolina University Center for Telepsychiatry-Betiagioral
Health to administer #h telepsychiatry programThe contract shall include provision
requiring East Carolina University Center for Telepsychiatry aBeleavioral Health tavork
toward implementindghis program on a statewide balisno later han January 1, 2014nd to
report annually to the Office of Rural Health and Community Camn the following
performance measures:

EBe B

(1) Number ofconsutantsites and referring sitgmrticipating in the program.

(2) Number of psychiatric assessments caeld under the progranmneported
by site or region

(3) Length of stayf patients receiving telepsychiatry serviaeshe emergency
departments of hospitals participating in the prograraported by
disposition

(4)  Number of involuntary commitmentecanmended as a result p§ychiatric

assessmesconducted by consulting provideunder the progranreported
by site or region andy year and comparedo the number of involuntary
commitments recommended prior to implementation of this pragram
(c) The dfice of Rural Health and Community Care shall haleof the following
powers and duties laive to the statewide telepsychiatry program:
(1) Ongoingoversight ananonitoring ofthe program
(2)  Ongoing monitoring othe performance dtast Carolina Uniersity Center
for Telepsychiatry and -Behavioral Healthunder its contract with the
Departmentincludingall of the following:
a. Review ofthe performance measures describedubsection (b) of
this section
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b. Annual site visits to East Carolina Uensity Center for
Telepsychiatry and-Behavioral Health

Facilitaion of programlinkages withcritical accesshospitalsand small rural

hospitas.

Conducing visits to referring sites and consultant site® monitor

implementation of th@rogram andupon implementation, conduwg these

site visits at leagtnceannually.

Addressng barriers _and concerns _identifiedy consulting providers

consulantsites, and referring sitgmrticipating in the program.

Encouraging participation in_therogram by all potentiatonsulaint sites

consulting providersandreferring sites throughout the State and promoting

continued patrticipationin _the programby consulant sites consulting

providers,and referring sites throughout the State.

Compiling a list of recommendationfor future telehealth initiatives based

onoperation othe statewide telepsychiatry program.

Reviewing on a quarterly basis the financial statementEast Carolina

University Center for Telepsychiatry aneBehavioralHealthrelated to the

telepsychiatry progranm order to comparand monitomprojectedandactual

program costs.

(9)  Annually reporting to the Legislative Oversight Committee on Health and
Human Services and the Fiscal Research Divisioor beforaNovemkber 1
on theoperationand effectiveness of the program. The report shall include
information on each of the performance measures described in subsection (b)
of this section.

(d)  The Departmentshall adopt rules necessary nsure the health and safety of

patientswho receive cargliagnosis, otreatment under thtelepsychiatry prograrauthorized

by this sectior!

SECTION 12A.2B.(c) From the funds appropriated in this act to the Department of

Health and Human Services, Division of Central ManagementSaipgort, Office of Rural
Health and Community Care, the sum of two million dollars ($2,000,000) for the 220%3
fiscal year and the sum of two million dollars ($2,000,000) for the 2014 fiscal year shall

be used for the following purposes:

(1) To ener into a contract with East Carolina University Center for
Telepsychiatry and-Behavioral Health for statewide implementation and
administration  of the telepsychiatry program authorized in
G.S.143B-139.4B of the General Statutes.

(2) To purchase needeédlepsychiatry equipment for the State facilities listed in
G.S.122G181 that participate in the statewide telepsychiatry program.

SIS
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HEALTH INFORMATION TECHNOLOGY
SECTION 12A.3.(a) The Department of Health and Human Services, in
cooperation with the Stat€hief Information Officer, shall coordinate health information
technology (HIT) policies and programs within the State of North Carolina. The Department's
goal in coordinating State HIT 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 najaais] which shall
include at least all of the following:
(2) 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, an@dvancing the delivery of patienentered medical care.
3) Providing appropriate information to guide medical decisions at the time and
place of care.
(4)  Ensuring meaningful public input into HIT infrastructure development.
(5) Improving the coordinadin of information among hospitals, laboratories,
physicians' offices, and other entities through an effective infrastructure for
the secure and authorized exchange of health care information.
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(6)

(7)
8

Improving public health services and facilitating early tferation and
rapid response to public health threats and emergencies, including
bioterrorist events and infectious disease outbreaks.

Facilitating health and clinical research.

Promoting early detection, prevention, and management of chronasedsse

)
SECTION 12A.3.(b) The Department of Health and Human Services shall

establish and direct an HIT management structure that is efficient and transparent and that is
compatible with the Office of the National Health Coordinator for Information Tecgyolo
(National Coordinator) governance mechanism. The HIT management structure shall be
responsible for all of the following:

(1)

(2)

3)

(4)

(5)
(6)

(7)
(8)
(9)

(10)

(11)

Developing a State plan for implementing and ensuring compliance with
national HIT standards and for the most efficient, effectand widespread
adoption of HIT.

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 systeth(iprunserved

and underserved populations receive priority consideration for HIT support.
Identifying all HIT stakeholders and soliciting feedback and participation
from each stakeholder in the development of the State plan.

Ensuring that existop HIT capabilities are considered and incorporated into
the State plan.

Identifying and eliminating conflicting HIT efforts where necessary.
Identifying available resources for the implementation, operation, and
maintenance of health information clmology, including identifying
resources and available opportunities for North Carolina institutions of
higher education.

Ensuring that potential State plan participants are aware of HIT policies and
programs and the opportunity for improved healtbrmation technology.
Monitoring HIT efforts and initiatives in other states and replicating
successful efforts and initiatives in North Carolina.

Monitoring the development of the National Coordinator's strategic plan and
ensuring that all stakelders are aware of and in compliance with its
requirements.

Monitoring the progress and recommendations of the HIT Policy and
Standards Committee and ensuring that all stakeholders remain informed of
the Committee's recommendations.

Monitoring al 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 coatedchHIT.

SECTION 12A.3.(c) Section 10.24(c) of S.L. 201145 reads as rewritten:
"SECTION 10.24.(c) Beginning-October1,-2011the-Department-of-Health-and-Human

Bytsno later than January 15, 2015, the

Depatment of Health and Human Services shall provide a written repottie status of HIT

include all of the following:

(1)
(2)

(3)
(4)
()
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efforts to theJoint Legislative Oversight Commlttee on Health and Human Serarmesthe
Fiscal Research D|V|S|on T 1epors . Thre

p tshall be comprehenswe and shaII

Current status of femtal HIT initiatives.

Current status of State HIT efforts and initiatives among both public and
private entities.

A breakdown of current public and private funding sources and dollar
amounts for State HIT initiatives.

Department efforts to codinate HIT initiatives within the State and any
obstacles or impediments to coordination.

HIT research efforts being conducted within the State and sources of funding
for research efforts.
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(6) Opportunities for stakeholders to participate in HIT fugdamd other efforts
and initiatives during the next quarter.

(7) Issues associated with the implementation of HIT in North Carolina and
recommended solutions to these issues."”

FUNDS FOR REPLACEMENT MEDICAID MANAGEMENT INFORMATION
SYSTEM/IMPLEMENTATION OF REPLACEMENT MMIS

SECTION 12A.4(a) The Secretary of the Department of Health and Human
Services may utilize prior year earned revenue received for the replacement MMIS in the
amount of nine million six hundred fiftgight thousand one hundred fiftyo ddlars
($9,658,152) for the 2013014 fiscal year and in the amount of one million six hundred
sixty-six thousand six hundred twerfiye dollars ($1,666,625) for the 20-2O15 fiscal year.

In the event the Department does not receive prior year earneguesvén the amounts
authorized by this section, or funds are insufficient to advance the project, the Department may,
with prior approval from the Office of State Budget and Management (OSBM), utilize
overrealized receipts and funds appropriated to theD®pnt to achieve the level of funding
specified in this section for the replacement MMIS.

SECTION 12A.4.(b) The Department shall make full development of the
replacement MMIS a top priority. During development and implementation of the replacement
MMIS, the Department shall develop plans to ensure the timely and effective implementation
of enhancements to the system to provide the following capabilities:

(1) Receiving and tracking premiums or other payments required by law.

(2) Compatibility with the Helth Information System.

SECTION 12A.4.(c) The Department shall make every effort to expedite the
implementation of the enhancements. The replacement MMIS shall have the capability to fully
implement the administration of NC Health Choice, Ticket to WGP Children's Program,
all relevant Medicaid waivers, and the Medicare 646 waiver as it applies to Medicaid eligibles.

SECTION 12A.4.(d) The Office of the State Chief Information Officer (SCIO) and
the Office of Information Technology Services (ITS) $habrk in cooperation with the
Department to ensure the timely and effective implementation of the replacement MMIS and
any enhancements. The SCIO shall ensure that the replacement MMIS meets all State
requirements for project management and shall immagiaeport any failure to meet these
requirements to the Joint Legislative Oversight Committee on Health and Human Services, the
Joint Legislative Oversight Committee on Information Technology, the Fiscal Research
Division, and the Office of State BudgetcaManagement. The SCIO shall also immediately
report if any replacement MMIS project, or portion of a project, is listed as red in the project
portfolio management tool.

SECTION 12A.4.(e) Notwithstanding G.S114-2.3, the Department shall consult
with the Office of the SCIO concerning the retention of private counsel for the replacement
MMIS, and as directed by the Office of the SCIO, retain private counsel with expertise in
pertinent information technology and computer law to negotiate and review d¢ontrac
amendments associated with the replacement MMIS. The private counsel engaged by the
Department shall review the replacement MMIS contract amendments between the Department
and the vendors to ensure that the requirements of subsection (c) of this aectioat in their
entirety and that the terms of the contract amendments are in the State's best interest.

SECTION 12A.4.(f) The Department shall immediately report any changes to the
replacement MMIS implementation schedules to the Joint Legislative i@ive@ommittee on
Health and Human Services, the Joint Legislative Oversight Committee on Information
Technology, the Fiscal Research Division, and the Office of State Budget and Management,
with a full explanation of the reason for the change and angiasso costs.

SECTION 12A.4.(g) The Department shall provide the following reports on the
replacement MMIS by the dates specified in this subsection to the Joint Legislative Oversight
Committee on Health and Human Services, the Joint Legislative OvefSghtnittee on
Information Technology, the Fiscal Research Division, and the Office of State Budget and
Management:

(1) By no later than September 1, 2013, a progress report on full implementation

of the replacement MMIS, which shall include at least atheffollowing:
a. Any issues encountered following the “lie" date of July 1, 2013,
and how each issue was resolved.
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Any system requirements for manual workarounds and the time line
for implementing an automated solution for each manual
workaround.

Required capabilities that are not available in the replacement MMIS
on the "gelive" date of July 1, 2013, with a date for the
implementation of each.

(2) By no later than November 1, 2013, a progress report on full implementation
of the replacement MM, which shall include at least all of the following:

a.

An updated estimate of the costs associated with operating and
maintaining the system during the 202314 and 2014015 fiscal
years, with an explanation for any changes from previous
submissions.

The cost, if any, associated with the resolution of each issue
encountered following the "glove" date of July 1, 2013, and the
source of funding for the associated cost.

The cost, if any, associated with any system requirements for manual
workarourts, the source of funding used to pay for the associated
cost, the cost associated with transitioning to each automated
solution, and the source of funding for each identified cost.

A comparison of timeliness and accuracy of payments for legacy
system ad replacement system transactions, using the same criteria
for both.

The cost, if any, associated with implementation of any required
capabilities that are not available in the replacement MMIS on the
"go-live" date of July 1, 2013.

(3) By no later tha December 1, 2013, a plan for the elimination of the Office
of Medicaid Management Information System Services (OMMISS) and the
transfer of its remaining operations to other Divisions within the Department
of Health and Human Services. This plan shallude at least all of the
following:

a.

The specific operations to be transferred to other Divisions within the
Department, the specific Division to which each operation will be
transferred, the State personnel that will be impacted by each
transfer, costaissociated with each transfer, and sources of funding
to enable the identified Divisions to assume these transferred
operations.

Any State personnel costs that will result from the dissolution of
OMMISS, including the costs of any severance paymentsaayd
compensatory time earned during the course of the project, broken
down by employee; and any identified sources of funding to pay for
these personnel costs.

A plan for transitioning out of the space currently leased by the State
for OMMISS, costs aociated with this transition, and any savings
that will result from the transition.

4) By no later than January 15, 2014, a preliminary report on the Department's
plan for achieving system certification, which shall include at least all of the

following:

a. A description of the process.

b. A detailed time line.

C. Any issues that could impact the timing of system certification and
plans to mitigate identified issues.

d. Any costs associated with system certification.

e. Any identified funding sources toag for costs associated with

system certification.

SECTION 12A.4.(h) The Department shall complete the Reporting and Analytics
Project solution simultaneously with the implementation of the replacement MMIS.

SECTION 12A.4.(i) Notwithstanding any other gvision of law and to the extent
permitted by federal law, the Department shall not approve any overtime or compensatory time
related to the replacement MMIS after August 1, 2013, without the prior written approval of the
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Office of State Personnel for eadpecific instance of overtime or compensatory time.
Beginning August 1, 2013, the Department shall submit a monthly report to the Joint
Legislative Oversight Committee on Health and Human Services, the Joint Legislative
Oversight Committee on Informatidrechnology, and the Fiscal Research Division on the total
amount of approved overtime and compensatory time related to the replacement MMIS for the
preceding calendar month.

SECTION 12A.4.()) The Department shall plan and implement system
modifications neessary to enable entities under contract with the Department to perform
Medicaid claim adjudication in the replacement MMIS. The Department shall implement these
system modifications by the earlier of January 1, 2015, or prior to renewing any contract
currently in effect with an entity required to perform Medicaid claim adjudication in the
replacement MMIS pursuant to this section. Upon implementation of these system
modifications, the Department shall require all Medicaid claim adjudication to be pedfbyme
the replacement MMIS, including all Medicaid claim adjudication performed by entities under
contract with the Department. The Department may require entities under contract with the
Department to contract directly with the State's Medicaid fiscal taigeprovide technical
support for Medicaid claim adjudication performed by the replacement MMIS for these
entities, subject to prior approval of contract terms by the Department. The Department may
charge entities under contract with the Department ade#& exceed the amount necessary to
cover the full operating cost of Medicaid claim adjudication performed by the replacement
MMIS for these entities.

SECTION 12A.4.(k) Subsection (j) of this section becomes effective July 1, 2014.

FRAUD DETECTION THRO UGH NORTH CAROLINA ACCOUNTABILITY AND
COMPLIANCE TECHNOLOGY SYSTEM

SECTION 12A.5. The Department of Health and Human Services shall work with
the Governmental Data Analytics Center (GDAC) to develop an integration plan to leverage
the North Carolina Finamal Accountability and Compliance Technology System (NC
FACTS), which is the State's enterprlsgel fraud detection system operated by GDAC, in an
effort to detect and prevent potential fraud, waste, and improper payments.

The integration plan shall ihnae a feasibility analysis, a proposed integration time
line, and a cost estimate to integrate the following systems with NC FACTS:

(1) NCTracks, the replacement Medicaid Management Information System

(MMIS).

(2) North Carolina Child Treatment Program (NCTP) Statdunded secure
database.

(3) North Carolina Families Accessing Services through Technology (NC
FAST).

The integration plan shall include opportunities to leverage existing data integration and
analytics contracts and licenses for the purposegtirhizing cost effectiveness and generating
greater efficiencies. The integration plan shall also include proposals for how to protect medical
and other private information stored in the NCTracks, NC CTP, and NC FAST.

No later than April 1, 2014, the Dagment shall report a plan to integrate the
systems listed in this section to the Joint Legislative Oversight Committee on Information
Technology and the Joint Legislative Oversight Committee on Health and Human Services.

FUNDING FOR NORTH CAROLINA FAMIL IES ACCESSING SERVICES
THROUGH TECHNOLOGY (NC FAST); REPORT ON ELIGIBILITY
DETERMINATIONS FOR THE EXCHANGE

SECTION 12A.6.(a) Funds appropriated in this act in the amount of eight hundred

sixty-four thousand six hundred fifffjve dollars ($864,655) for &te fiscal year 2012015

along with the cash balance in Budget Code 24410 Fund 2411 for the North Carolina Families

Accessing Services through Technology (NC FAST) project shall be used to match federal

funds in fiscal years 2013014 and 2014015 to expdite the development and

implementation of the Eligibility Information System (EIS), Child Care, Low Income Energy

Assistance, and Crisis Intervention Programs, and Child Service components of the NC FAST

project.

SECTION 12A.6.(b) The Department of Heill and Human Services shall report
on NC FAST's performance in providing eligibility determinations for Medicaid applicants on
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the federally facilitated Health Benefit Exchange, a required function of NC FAST directed by
Section 2 of S.L. 2018. The repdrshall contain a description of the following:

Q) Funding sources, funding amounts, and expenditures for the project
beginning in fiscal year 2012013 through the time of the report.

(2)  Any challenges with the eligibility determination project and W@ FAST
solved those challenges.

(3) The number of eligibility determinations performed for applicants on the
federally facilitated Health Benefit Exchange, including an analysis of on
what days and for how many persons eligibility determinations were
performed as well as how many applicants were determined to be eligible.

The Department shall submit a report to the Joint Legislative Commission on Governmental
Operations, the Joint Legislative Oversight Committee on Health and Human Services, and the
Joint Legislative Oversight Committee on Information Technology three months after open
enrollment begins for the federally facilitated Health Benefit Exchange.

LIABILITY INSURANCE

SECTION 12A.7. Article 31 of Chapter 58 of the General Statutes is amended by
adding a new section to read:
"8 5831-26. Medical liability insurance for certain physicians and dentists

(a) The Secretary of the Department of Health and Human Services and the Secretary
of the Department of Public Safety may provide medical liabitigpirance not to exceed one
million dollars ($1,000,000) per incident on behalf of employees of these Departments who are
licensed to practice medicine or dentiston behalf of all licensed physicians who are faculty
members of The University of North f@dina who perform work on a contractual basis for the
Division of Mental Health, Developmental Disabilities, and Substance Abuse Services for
incidents that occur in Division prograpend on behalf of physicians in all residency training
programs from Té University of North Carolina who are in training at institutions operated by
the Department of Health and Human Services. This coverage may include commercial
insurance or selihsurance and shall cover these individuals for their acts or omissions only
while they are engaged in providing medical and dental services pursuant to their State
employment or training.

(b) The coverage provided pursuant to this section shall not cover any individual for
any act or omission that the individual knows or reasgnstitbuld know constitutes a violation
of the applicable criminal laws of any state or the United Staetdbat arises out of any sexual,
fraudulent, criminal, or malicious act or out of any act amounting to willful or wanton
negligence.

(c) The coverageprovided pursuant to this section shall not require any additional
appropriations andexcept as provided in subsection (a) of this secsiball not apply to any
individual providing contractual service to the Department of Health and Human Services or
the Department of Public Safety

ELIMINATION OF UNNECESSARY AND REDUNDANT REPORTS

SECTION 12A.8.(a) Eliminate Outcomes Evaluation Study on the Effectiveness
of Substance Abuse Services Provided to Person Convicted of iD®@/S.122G142.1()) is
repealed

SECTION 12A.8.(b) Eliminate Evaluation of Efficiency and Effectiveness of
Family Resource Center Grant Progrdng.S.143B-152.15(b) is repealed.

SECTION 12A.8.(c) Eliminate Annual Report on Progress of MH/DD/SAS State
Plan.i G.S.122G102(c) is repaled.

SECTION 12A.8.(d) Eliminate Annual Report on North Carolina State Plan on
Healthcare Associated InfectiofisG.S.130A-150(e) is repealed.

SECTION 12A.8.(e) Eliminate Annual Report on The Health Insurance Program
for Children.i G.S.108A-70.27(b)is repealed.

SECTION 12A.8.(f) Eliminate Annual Report by State Child Fatality Review
Team.i G.S.143B-150.20(h) is repealed.

CANCER COORDINATION REPORTING
SECTION 12A.9. G.S.130A-33.51(b) reads as rewritten:
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"(b) The Committee shall submit a writteaport not later than May 1, 1994, and not
later than October 1 of each subsequent yeameeeewmer—anel—te—the—\}emt—I:eglslatlve
i SecretaryThe report shall address the progress
in implementation of a canceontrol program. The report shall include an accounting of funds
expended and anticipated funding needs for full implementation of recommended programs.”

MEETINGS OF CANCER COORDINATION COMMITTEE
SECTION 12A.10. G.S.130A-33.50(b) reads as rewritten:

"(b) The Committee shall have up to 34 members, including the Secretary of the
Department or the Secretary's designee. The members of the Committee shall elect a chair and
vice-chair from among the Committee membership. The Committee shallnoestore than
twice a yeaat the call of the chair. Six of the members shall be legislators, three of whom shall
be appointed by the Speaker of the House of Representatives, and three of whom shall be
appointed by the President Pro Tempore of the Senate. Four ofethbars shall be cancer
survivors, two of whom shall be appointed by the Speaker of the House of Representatives, and
two of whom shall be appointed by the President Pro Tempore of the Senate. The remainder of
the members shall be appointed by the Govessdollows:

(1)  One member from the Department of Environment and Natural Resources;

(2) Three members, one from each of the following: the Department, the
Department of Public Instruction, and the North Carolina Community
College System;

3) Four membersepresenting the cancer control programs at North Carolina
medical schools, one from each of the following: the University of North
Carolina at Chapel Hill School of Medicine, the Bowman Gray School of
Medicine, the Duke University School of Medicine, aheé East Carolina
University School of Medicine;

(4) One member who is an oncology nurse representing the North Carolina
Nurses Association;

(5) One member representing the Cancer Committee of the North Carolina
Medical Society;

(6) One member representitite Old North State Medical Society;

(7)  One member representing the American Cancer Society, North Carolina
Division, Inc.;

(8) One member representing the North Carolina Hospital Association;

(9) One member representing the North Carolina Associatidnooél Health
Directors;

(10) One member who is a primary care physician licensed to practice medicine
in North Carolina;

(11) One member representing the American College of Surgeons;

(12) One member representing the North Carolina Oncology Society;

(13) One member representing the Association of North Carolina Cancer
Registrars;

(14) One member representing the Medical Directors of the North Carolina
Association of Health Plans; and

(15) Up to four additional members at large.

Except for the Secretary,@hmembers shall be appointed for staggeredyear terms and
until their successors are appointed and qualify. The Governor may remove any member of the
Committee from office in accordance with the provisions of G43B-13. Members may
succeed themsedg for one term and may be appointed again after being off the Committee for
one term."

ANNUAL REPORT OF LAPSED SALARY FUNDS
SECTION 12A.11. Section 10.20 of S.L. 201242 reads as rewritten:
"SECTION 10.20. Beginning no later than November 1, 20&8dannually thereaftethe
Department of Health and Human Services shall sutqearteﬂy—repem reportto the Joint

Leglslatlve OverS|ght Commlttee on Health and Hurﬁmm,qees—the—HeHse—ApeFeenanons
and—Human%emee@M,and the Flscal Research D|V|S|on on the use of Iapsed salary
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funds by each Division within the Department. For each Division, the report shall include the
following information about the pcedingealendar-gquartebtate fiscal year
(1)  The total amount of lapsed salary funds.
(2)  The number of fultime equivalent positions comprising the lapsed salary
funds.
(3)  The Fund Code for each fitlme equivalent position included in the number
reported pursuant to subdivision (2) of this section.
(4)  The purposes for which the Department expended lapsed salary funds."

PRISON REPORT
SECTION 12A.12. G.S.14819(d) reads as rewritten:

"(d) The Commission for Mental Health, Developmental Disabdjtiand Substance
Abuse Services shall adopt standards for the delivery of mental health and mental retardation
services to inmates in the custody of the Division of Adult Correction of the Department of
Public Safety. The Commission for Mental Health, Depmental Disabilities, and Substance
Abuse Services shall give the Secretary of Public Safety an opportunity to review and comment
on proposed standards prior to promulgation of such standards; however, final authority to
determine such standards remaivith the Commission. The Secretary of the Department of
Health and Human Services shall designate an agency or agencies within the Department of
Health and Human Services to monitor the implementation by the Division of Adult Correction
of the DepartmentfdPublic Safety of these standards and of substance abuse standards adopted
by the Division of Adult Correction of the Department of Public Safétye—Seeretary—of
Health vices-sh pritten oh-thep ivision of
ton- of such
pdse. Such

Q AL N

MODIFIC ATIONS TO JUSTUS-WARREN TASK FORCE
SECTION 12A.13. G.S.143B-216.60 reads as rewritten:
"8 1,438216.60. The JustudVarren Heart Disease and Stroke Prevention Task Force.

é
(e)  The Task Force shall meatleast-gquarterly-ormore-fregquentigt more tharwice

annuallyat the call of the Chair. _

& TheTask-Force-Chair-may-establish-committees-for-the-purpese-of-making special

MODIFICATIONS TO C OMMISSION FOR THE BLIND
SECTION 12A.14.(a) Eliminate Professional Advisory Committee.Part 8 of
Article 3 of Chapter 143B of the General Statutes is repealed.
SECTION 12A.14.(b) G.S.143B-158 reads as rewritten:
"8 143B158. Commission for the Blind.
(@  The Commission for the Blind of the Department of Health and Human Services
shall consist 04319 members as follows:

(1)  One representative of the Statewide Independent Living Council.

(2)  One representative of a parent training and information cestablished
pursuant to section 631(c) of the Individuals with Disabilities Education Act,
20 U.S.C. § 1431(c).

(3)  One representative of the State's Client Assistance Program.

(4) One vocational rehabilitation counselor who has knowledge of and
experiene in vocational rehabilitation services for the blind. A vocational
rehabilitation counselor appointed pursuant to this subdivision shall serve as
a nonvoting member of the Commission if the counselor is an employee of
the Department of Health and Humam#&ees.

(5)  One representative of community rehabilitation program services providers.
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(6) One current or former applicant for, or recipient of, vocational rehabilitation
services.

(7) One representative of a disability advocacy group representing indisidu
who are blind.

(8)  One parent, family member, guardian, advocate, or authorized representative
of an individual who is blind, has multiple disabilities, and either has
difficulty representing himself or herself or who is unable, due to
disabilities, torepresent himself or herself.

(9)  One representative of business, industry, and labor.

(10) One representative of the directors of projects carried out under section 121
of the Rehabilitation Act of 1973, 29 U.S.C. § 741, as amended, if there are
any of hese projects in the State.

(11) One representative of the Department of Public Instruction.

(12) One representative of the Commission on Workforce Development.

(12a) Two licensed physicians nominated by the North Carolina Medical Society
whose practice iBmited to ophthalmology.

(12b) Two optometrists nominated by the North Carolina State Optometric
Society.

(12c) Two opticians nominated by the North Carolina Opticians Assion.

(13) The Director of the Division of Services for the Blind shall sersea@a ex
officio, nonvoting member.

(b)  The members of the Commission for the Blind shall be appointed by the Governor.
The Governor shall appoint members after soliciting recommendations from representatives of
organizations representing a broad rangendividuals who have disabilities and organizations
interested in those individuals. In making appointments to the Commission, the Governor shall
consider, to the greatest extent practicable, the extent to which minority populations are
represented on theo@mission.

(c)  A-Except for individuals appointed to the Commission under subdivisions (12a),
(12b) and (12c) of subsection (a) of this sectiamajority of Commission members shall be
persons who are blind, as defined3rs-111-11--A-majerity-of Comnssion-members-shall-be

.S.111-11 and who areot employed by the Division of Services for the

Blind.
(d)  The Commission for the Blind shall select a Chairperson from among its members.
(e) The term of office of members of the Commissisnthree years. The term of
members appointed under subdivisions (1), (2),&844)(4), and (12a)f subsection (a) of
this section shall expire on June 30 of years evenly divisible by three. The term of members
appointed under subdivisions (5), (6), ard8)(8), and (12bpf subsection (a) of this section
shall expire on June 30 of years that follow by one year those years that are evenly divisible by
three. The term of members appointed under subdivisions (9), (10)a6H%32)(12), and
(129 of subsection (a) of this section shall expire on June 30 of years that precede by one year
those years that are evenly divisible by three.
() No individual may be appointed to more than two consecutive -fleae terms.
Upon the expiration of a term,maember shall continue to serve until a successor is appointed,
as provided by G.9.287. An appointment to fill a vacancy shall be for the unexpired balance
of the term.

A member of the Commission shall not vote on any issue before the Commission
tha would have a significant and predictable effect on the member's financial interest. The
Governor shall have the power to remove any member of the Commission from office for
misfeasance, malfeasance, or nonfeasance in accordance with the provisionsld8B1S3
of the Executive Organization Act of 1973.

(h)  The members of the Commission shall receive per diem and necessary travel and
subsistence expenses in accordance with the provisions di38:5.

0] A majority of the Commission shall constituteqaorum for the transaction of
business.

(), All clerical and other services required by the Commission shall be supplied by the
Secretary of Health and Human Services."

SECTION 12A.14.(c) Subsection (b) of this section becomes effective August 1,
2013.
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SUBPART XII-B. DIVISION OF CHILD DEVELOPMENT AND EARL Y EDUCATION

NC PRE-K

SECTION 12B.1.(a) Eligibility. i The Department of Health and Human Services,
Division of Child Development and Early Education, shall continue implementing the
prekindergarten pgram (NC PreK). The NC PreK program shall serve children who are four
years of age on or before August 31 of the program year. In determining eligibility, the
Division shall establish income eligibility requirements for the program not to exceed
seventyfive percent (75%) of the State median income. Up to twenty percent (20%) of children
enrolled may have family incomes in excess of sevBwgypercent (75%) of median income if
those children have other designated risk factors. Furthermore, asjigigke child who is a
child of either of the following shall be eligible for the program: (i) an active duty member of
the Armed Forces of the United States, including the North Carolina National Guard, State
military forces, or a reserve component of the Adnfrorces who was ordered to active duty by
the proper authority within the last 18 months or is expected to be ordered within the next 18
months or (i) a member of the Armed Forces of the United States, including the North
Carolina National Guard, Statrilitary forces, or a reserve component of the Armed Forces
who was injured or killed while serving on active duty. Eligibility determinations for
prekindergarten participants may continue through local education agencies and local North
Carolina Partnersp for Children, Inc., partnerships.

Other than developmental disabilities or other chronic health issues, the Division
shall not consider the health of a child as a factor in determining eligibility for participation in
the NC PreK program.

SECTION 12B.1(b) Multiyear Contractsi The Division of Child Development
and Early Education shall require the NC -Rreontractor to issue multiyear contracts for
licensed private child care centers providing NGIRi@dassrooms.

SECTION 12B.1.(c) Programmatic Stadards. i All entities operating
prekindergarten classrooms shall adhere to all of the policies prescribed by the Division of
Child Development and Early Education regarding programmatic standards and classroom
requirements.

SECTION 12B.1.(d) NC PreK Committees. i The Division of Child
Development and Early Education shall establish a standard degiaking process to be
used by local NC Pf committees in awarding prekindergarten classroom slots and student
selection.

SECTION 12B.1.(e) SEEK.T All prekindergarten classrooms shall be required to
participate in the Subsidized Early Education for Kids (SEEK) accounting system to streamline
the payment function for these classrooms with a goal of eliminating duplicative systems and
streamlining the accoting and payment processes among the subsidy reimbursement systems.
Prekindergarten funds transferred may be used to add these programs to SEEK.

SECTION 12B.1.(f) Pilot Program.i The Division of Child Development and
Early Education shall create a pifmogram that provides funding for NC Ffeclassrooms on
a per classroom basis. The pilot program shall include three different NK &etractual
regions that are geographically diverse. The local NCKPaglministrator shall contract with
the providerfor operation of a classroom established pursuant to the pilot program. The
Division shall provide a report on the status of the pilot program to the Joint Legislative
Oversight Committee on Health and Human Services and the Fiscal Research Divisien no lat
than January 31, 2014. The report shall include the following:

(1)  The number of students served.

(2)  The amount of funds paid for each classroom.

(3)  The amount of funds paid per student.

(4)  The attendance information on students in the pilot prograicompared to

those students in a classroom having a traditional funding structure.

(5) Information on the number of students and students' families using the

Subsidized Early Education for Kids (SEEK) system.

(6) A cost comparison of the classroom piloédsthe average cost per student

through the per student funding methodology.

SECTION 12B.1.(g) Reporting.i The Division of Child Development and Early
Education shall submit an annual report no later than March 15 of each year to the Joint
Legislative @mmission on Governmental Operations, the Joint Legislative Oversight
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Committee on Health and Human Services, the Office of State Budget and Management, and
the Fiscal Research Division. The report shall include the following:

(2) The number of children pigcipating in the NC P program by county.

(2)  The number of children participating in the NC Hrgorogram who have
never been served in other early education programs such as child care,
public or private preschool, Head Start, Early Head Start, asty e
intervention programs.

(3) The expected NC P+i¢ expenditures for the programs and the source of the
local contributions.

(4) The results of an annual evaluation of the NGIRmrogram.

SECTION 12B.1.(h) Child Care Commissioni G.S. 143B-168.4(b)reads as

rewritten:
"(b) Members shall be appointed as follows:

(1) Of the Governor's initial appointees, four shall be appointed for terms
expiring June 3039862015, and three shall be appointed for terms expiring
June 3019872016

(2) Of the General Assembly's initial appointees appointed upon
recommendation of the President of the Senate, two shall be appointed for
terms expiring June 3&9862015, and two shall be appointed for terms
expiring June 304:98%2016;

(3) Of the General Assembly's initia appointees appointed upon
recommendation of the Speaker of the House of Representatives, two shall
be appointed for terms expiring June 3862015, and two shall be
appointed for terms expiring June 3@8%2016.

Appointments by the General AssemBlyall be made in accordance with GL30-121. After

the initial appointees’ terms have expired, all members shall be appointed to sepsartwo
terms. Any appointment to fill a vacancy on the Commission created by the resignation,
dismissal, death, or shbility of a member shall be for the balance of the unexpired term."

SECTION 12B.1.(i) The terms of all members currently serving on the Child Care

Commission shall expire on the effective date of this act. A new Commission of 17 members
shall be appoimd in the manner provided by GBL3B-168.4(a) and (b), as amended in
subsection (h) of this section. Members appointed pursuant to subsection (h) of this section
shall be appointed no later than October 1, 2013.

CHILD CARE SUBSIDY RATES

SECTION 12B.3.(§ The maximum gross annual income for initial eligibility,
adjusted biennially, for subsidized child care services shall be sefispercent (75%) of the
State median income, adjusted for family size.

SECTION 12B.3.(b) Fees for families who are reged to share in the cost of care
shall be established based on a percent of gross family income and adjusted for family size.
Fees shall be determined as follows:

PERCENT OF GROSS

FAMILY SIZE FAMILY INCOME
1-3 10%
4-5 9%
6 or more 8%

SECTION 12B.3.(9 Payments for the purchase of child care services for

low-income children shall be in accordance with the following requirements:

(1) Religioussponsored child care facilities operating pursuant to 18106
and licensed child care centers and horhas meet the minimum licensing
standards that are participating in the subsidized child care program shall be
paid the onestar county market rate or the rate they charge privately paying
parents, whichever is lower, unless prohibited by subsection (fhisf
section.

(2)  Licensed child care centers and homes with two or more stars shall receive
the market rate for that rated license level for that age group or the rate they
charge privately paying parents, whichever is lower, unless prohibited by
subsectn (f) of this section.
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3) Nonlicensed homes shall receive fifty percent (50%) of the county market
rate or the rate they charge privately paying parents, whichever is lower.

(4) No payments shall be made for transportation services or registration fees
charged by child care facilities.

(5) Payments for subsidized child care services for postsecondary education
shall be limited to a maximum of 20 months of enrollment.

(6) The Department of Health and Human Services shall implement necessary
rule changes toestructure services, including, but not limited to, targeting
benefits to employment.

SECTION 12B.3.(d) Provisions of payment rates for child care providers in
counties that do not have at least 50 children in each age group for-lzsedr and
homebased care are as follows:

(2) Except as applicable in subdivision (2) of this subsection, payment rates
shall be set at the statewide or regional market rate for licensed child care
centers and homes.

(2) If it can be demonstrated that the application & $tatewide or regional
market rate to a county with fewer than 50 children in each age group is
lower than the county market rate and would inhibit the ability of the county
to purchase child care for leimcome children, then the county market rate
may ke applied.

SECTION 12B.3.(e) A market rate shall be calculated for child care centers and
homes at each rated license level for each county and for each age group or age category of
enrollees and shall be representative of fees charged to parents fageagioup of enrollees
within the county. The Division of Child Development and Early Education shall also calculate
a statewide rate and regional market rate for each rated license level for each age category.

SECTION 12B.3.(f) The Division of Child Deelopment and Early Education
shall continue implementing policies that improve the quality of child care for subsidized
children, including a policy in which child care subsidies are paid, to the extent possible, for
child care in the higher quality cerdeand homes only. The Division shall define higher
quality, and subsidy funds shall not be paid for-ooetwo-star rated facilities. For those
counties with an inadequate number of foand fivestar rated facilities, the Division shall
continue a transon period that allows the facilities to continue to receive subsidy funds while
the facilities work on the increased star ratings. The Division may allow exemptions in counties
where there is an inadequate number of f@nd fivestar rated facilitiedor nonstar rated
programs, such as religious programs.

SECTION 12B.3.(g) Facilities licensed pursuant to Article 7 of Chapter 110 of the
General Statutes and facilities operated pursuant to 1&0SL06 may participate in the
program that provides for ¢hpurchase of care in child care facilities for minor children of
needy families. Except as authorized by subsection (f) of this section, no separate licensing
requirements shall be used to select facilities to participate. In addition, child careefaciliti
shall be required to meet any additional applicable requirements of federal law or regulations.
Child care arrangements exempt from State regulation pursuant to Article 7 of Chapter 110 of
the General Statutes shall meet the requirements establisheithdryState law and by the
Social Services Commission.

County departments of social services or other local contracting agencies shall not use a
provider's failure to comply with requirements in addition to those specified in this subsection
as a conditiorior reducing the provider's subsidized child care rate.

SECTION 12B.3.(h) Payment for subsidized child care services provided with
Work First Block Grant funds shall comply with all regulations and policies issued by the
Division of Child Development fathe subsidized child care program.

SECTION 12B.3.(i) Noncitizen families who reside in this State legally shall be
eligible for child care subsidies if all other conditions of eligibility are met. If all other
conditions of eligibility are met, noncitinefamilies who reside in this State illegally shall be
eligible for child care subsidies only if at least one of the following conditions is met:

(1) The child for whom a child care subsidy is sought is receiving child

protective services or foster carevsees.

(2) The child for whom a child care subsidy is sought is developmentally
delayed or at risk of being developmentally delayed.
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(3)  The child for whom a child care subsidy is sought is a citizen of the United
States.

SECTION 12B.3.(j)) Department oHealth and Human Services, Division of Child
Development and Early Education, shall require all county departments of social services to
include on any forms used to determine eligibility for child care subsidy whether the family
waiting for subsidy is remving assistance through the NC fré&rogram or Head Start.

CHILD CARE ALLOCATION FORMULA

SECTION 12B.4.(a) The Department of Health and Human Services shall allocate
child care subsidy voucher funds to pay the costs of necessary child care for imdrenf
needy families. The mandatory thirty percent (30%) North Carolina Partnership for Children,
Inc., subsidy allocation under G.313B-168.15(g) shall constitute the base amount for each
county's child care subsidy allocation. The Department aftil@and Human Services shall use
the following method when allocating federal and State child care funds, not including the
aggregate mandatory thirty percent (30%) North Carolina Partnership for Children, Inc.,
subsidy allocation:

(2) Funds shall be altated to a county based upon the projected cost of serving
children under age 11 in families with all parents working who earn less than
seventyfive percent (75%) of the State median income.

(2)  No county's allocation shall be less than ninety percer¥)aff its State
fiscal year 20042002 initial child care subsidy allocation.

3) For fiscal years 2013014 and 20142015, the Division of Child
Development and Early Education shall base the formula identified in
subdivision (1) of this subsection on tBame data source used for the
20122013 fiscal year.

(4)  The Department of Health and Human Services shall allocate to counties all
State funds appropriated for child care subsidy and shall not withhold funds
during the 2012014 and 2012015 fiscal years

SECTION 12B.4.(b) The Department of Health and Human Services may

reallocate unused child care subsidy voucher funds in order to meet the child care needs of
low-income families. Any reallocation of funds shall be based upon the expenditures of all
child care subsidy voucher funding, includihgrth Carolina Partnership for Children, Inc.,
funds within a county.

CHILD CARE FUNDS MATCHING REQUIREMENTS

SECTION 12B.5. No local matching funds may be required by the Department of
Health and Human Services a condition of any locality's receiving its initial allocation of
child care funds appropriated by this act unless federal law requires a match. If the Department
reallocates additional funds above twefitye thousand dollars ($25,000) to local purchgsi
agencies beyond their initial allocation, local purchasing agencies must provide a twenty
percent (20%) local match to receive the reallocated funds. Matching requirements shall not
apply when funds are allocated because of a disaster as defined 1%6&A3.9.3(6).

CHILD CARE REVOLVING LOAN

SECTION 12B.6. Notwithstanding any law to the contrary, funds budgeted for the
Child Care Revolving Loan Fund may be transferred to and invested by the financial institution
contracted to operate the Fund. Thexppal and any income to the Fund may be used to make
loans, reduce loan interest to borrowers, serve as collateral for borrowers, pay the contractor's
cost of operating the Fund, or pay the Department's cost of administering the program.

ADMINISTRATIVE A LLOWANCE FOR COUNTY DEPARTMENTS OF SOCIAL
SERVICES/USE OF SUBSIDY FUNDS FOR FRAUD DETECTION
SECTION 12B.7.(a) The Department of Health and Human Services, Division of
Child Development and Early Education, shall fund the allowance that county depamments
social services may use for administrative costs at four percent (4%) of the county's total child
care subsidy funds allocated in the Child Care Development Fund Block Grant plan or eighty
thousand dollars ($80,000), whichever is greater.
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SECTION 12B.7(b) Each county department of social services may use up to two
percent (2%) of child care subsidy funds allocated to the county for fraud detection and
investigation initiatives.

SECTION 12B.7.(c) The Department of Health and Human Services, Division of
Child Development and Early Education, shall submit a progress report on the use of child care
subsidy funds under subsection (b) of this section to the Joint Legislative Committee on Health
and Human Services and the Fiscal Research Division no lateMina 1, 2014, and submit a
follow-up report on the use of those funds no later than January 1, 2015.

STUDY USE OF UNIQUE STUDENT IDENTIFIER/CHILD CARE SUBSIDY

SECTION 12B.8.(a) In coordination with the Department of Public Instruction
(DPI), the Departrant of Health and Human Services, Division of Child Development and
Early Education (DCDEE), shall study assigning a unique student identifier to monitor,
throughout their education, the performance levels of children receiving child care subsidies.
The stidy shall be designed to provide data on the efficacy of child care facilities participating
in the child care subsidy program or the North Carolina Partnership for Children, Inc. The
study shall define the requirements for the following:

(2) Establishinghe unique identifier.

(2) Collecting, maintaining, and analyzing data.

(3) Recommending a solution that will allow for the eeffective acquisition

and maintenance of data from child care facilities.

(4) Recommending an interface with DPI applicatioratt monitors and

analyzes student performance.

5) Estimating the cost for developing an interface and implementing the

requirements identified in the study.

SECTION 12B.8.(b) DCDEE shall report the results of the study to the Joint
Legislative Committeeon Health and Human Services, the Joint Legislative Education
Oversight Committee, the Joint Legislative Oversight Committee on Information Technology,
and the Fiscal Research Division no later than April 1, 2014.

EARLY CHILDHOOD EDUCATION AND DEVELOPMENT INITIATIVES
ENHANCEMENTS/SALARY SCHEDULE/MATCH REQUIREMENT
ADJUSTMENTS

SECTION 12B.9.(a) Policies.i The North Carolina Partnership for Children, Inc.,

and its Board shall establish policies that focus the North Carolina Partnership for Children,

Inc.'smission on improving child care quality in North Carolina for children from birth to five

years of age. North Carolina Partnership for Children,-fumeded activities shall include

assisting child care facilities with (i) improving quality, including hedpone, two-, and
threestar rated facilities increase their star ratings and (i) implementing prekindergarten
programs. State funding for local partnerships shall also be used for evizbsszk or
evidenceinformed programs for children from birth five years of age that do the following:

(2) Increase children's literacy.

(2) Increase the parents' ability to raise healthy, successful children.

3) Improve children's health.

(4) Assist four and fivestar rated facilities in improving and maintaining

quality.

SECTION 12B.9.(b) Administration.i Administrative costs shall be equivalent to,

on an average statewide basis for all local partnerships, not more than eight percent (8%) of the

total statewide allocation to all local partnerships. For purpasieshis subsection,

administrative costs shall include costs associated with partnership oversight, business and
financial management, general accounting, human resources, budgeting, purchasing,
contracting, and information systems management. The Nortioli@a Partnership for

Children, Inc., shall develop a single statewide contract management system that incorporates

features of the required standard fiscal accountability plan described in

G.S.143B-168.12(a)(4). All local partnerships shall be requitegarticipate in the contract

management system and shall be directed by the North Carolina Partnership for Children, Inc.,

to collaborate, to the fullest extent possible, with other local partnerships to increase efficiency
and effectiveness.
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SECTION 12B.9.(c) Salariesi The salary schedule developed and implemented
by the North Carolina Partnership for Children, Inc., shall set the maximum amount of State
funds that may be used for the salary of the Executive Director of the North Carolina
Partnershidor Children, Inc., and the directors of the local partnerships. The North Carolina
Partnership for Children, Inc., shall base the schedule on the following criteria:

(1) The population of the area serviced by a local partnership.

(2) The amount of Stateihds administered.

(3) The amount of total funds administered.

(4)  The professional experience of the individual to be compensated.

(5)  Any other relevant factors pertaining to salary, as determined by the North

Carolina Partnership for Children, Inc.
The salary schedule shall be used only to determine the maximum amount of State funds that
may be used for compensation. Nothing in this subsection shall be construed to prohibit a local
partnership from using ne@tate funds to supplement an individual's 1Isala excess of the
amount set by the salary schedulaklkshed under this subsection.

SECTION 12B.9.(d) Match Requirementsi It is the intent of the General
Assembly to continue to increase the percentage of the match of cashkamd gontributions
required of theNorth Carolina Partnership for Children, Inc., and the local partnerships. The
North Carolina Partnership for Children, Inc., and all local partnerships shall, in the aggregate,
be required to match one hundred percent (100%) of theatot@lint budgeted for the program
in each fiscal year of the biennium. Of the funds the North Carolina Partnership for Children,
Inc., and the local partnerships are required to match, contributions of cash shall be equal to at
least eleven percent (11%),caim-kind donated resources shall be equal to no more than three
percent (3%) for a total match requirement of fourteen percent (14%) for the2@04Jiscal
year; and contributions of cash shall be equal to at least eleven percent (11%)kisud in
donded resources shall be equal to no more than four percent (4%) for a total match
requirement of fifteen percent (15%) for the 2DA15 fiscal year. The North Carolina
Partnership for Children, Inc., may carry forward any amount in excess of the reqaid m
for a fiscal year in order to meet the match requirement of the succeeding fiscal year. Only
in-kind contributions that are quantifiable shall be applied to tHenidh match requirement.
Volunteer services may be treated as akimal contribution fo the purpose of the match
requirement of this subsection. Volunteer services that qualify as professional services shall be
valued at the fair market value of those services. All other volunteer service hours shall be
valued at the statewide average weage as calculated from data compiled by the Employment
Security Commission in the Employment and Wages in North Carolina Annual Report for the
most recent period for which data are available. Expenses, including both those paid by cash
and inkind contritutions, incurred by other participating n8tate entities contracting with the
North Carolina Partnership for Children, Inc., or the local partnerships, also may be considered
resources available to meet the required private match. In order to qualiBetahe required
private match, the expenses shall:

(1)  Be verifiable from the contractor's records.

(2) If in-kind, other than volunteer services, be quantifiable in accordance with

generally accepted accounting principles for nonprofit organizations.

3 Not include expenses funded by State funds.

(4) Be supplemental to and not supplant preexisting resources for related

program activities.
(5) Be incurred as a direct result of the Early Childhood Initiatives Program and
be necessary and reasonable fer pnoper and efficient accomplishment of
the Program's objectives.

(6) Be otherwise allowable under federal or State law.

(7) Be required and described in the contractual agreements approved by the
North Carolina Partnership for Children, Inc., or the Igaatnership.

(8) Be reported to the North Carolina Partnership for Children, Inc., or the local

partnership by the contractor in the same manner as reimbursable expenses.

Failure to obtain a fourteen percent (14%) match by June 30 of the2RQ2Fiscal
year and a fifteen percent (15%) match by June 30 of the 2013 fiscal year shall result in a
dollar-for-dollar reduction in the appropriation for the Program for a subsequent fiscal year.
The North Carolina Partnership for Children, Inc., shall bepaesible for compiling
information on the private cash andkimd contributions into a report that is submitted to the

Pagel44 S402 [Ratified]



Joint Legislative Commission on Governmental Operations in a format that allows verification
by the Department of Revenue. The same magguirements shall apply to any expansion
funds appropriated by the General Assembly.

SECTION 12B.9.(e) Bidding.i The North Carolina Partnership for Children, Inc.,
and all local partnerships shall use competitive bidding practices in contractingofis gnd
services on contract amounts as follows:

(2) For amounts of five thousand dollars ($5,000) or less, the procedures
specified by a written policy to be developed by the Board of Directors of
the North Carolina Partnership for Children, Inc.

(2) Foramounts greater than five thousand dollars ($5,000), but less than fifteen
thousand dollars ($15,000), three written quotes.

(3) For amounts of fifteen thousand dollars ($15,000) or more, but less than
forty thousand dollars ($40,000), a request for psapprocess.

(4) For amounts of forty thousand dollars ($40,000) or more, a request for
proposal process and advertising in a major newspaper.

SECTION 12B.9.(f) Allocations.i The North Carolina Partnership for Children,

Inc., shall not reduce the allogat for counties with less than 35,000 in population below the
20122013 funding level.

SECTION 12B.9.(g) PerformanceBased Evaluatiori. The Department of Health
and Human Services shall continue to implement the perforrizsas evaluation system.

SECTION 12B.9.(h) Expenditure Restrictions. The Department of Health and
Human Services and the North Carolina Partnership for Children, Inc., shall ensure that the
allocation of funds for Early Childhood Education and Development Initiatives for Stedé fisc
years 2012014 and 2014015 shall be administered and distributed in the following manner:

(1) Capital expenditures are prohibited for fiscal years 22034 and
20142015. For the purposes of this section, "capital expenditures” means
expenditures focapital improvements as defined in G183G1-1(d)(5).

(2)  Expenditures of State funds for advertising and promotional activities are
prohibited for fiscal years 2013014 and 201-£2015.

For fiscal years 20123014 and 2012015, local partnerships shalbt spend any State funds
on marketing campaigns, advertising, or any associated materials. Local partnerships may
spend any private funds the local partnerships receive on those activities.

SUBPART XII-C. DIVISION OF SOCIA L SERVICES

REVISE DATES/TANF BENEFIT IMPLEMENTATION

SECTION 12C.1.(a) The General Assembly approves the plan titled "North
Carolina Temporary Assistance for Needy Families State Plan-ZDI2" prepared by the
Department of Health and Human Services and presented to the Generablxs3ém North
Carolina Temporary Assistance for Needy Families State Plan covers the period October 1,
2012, through September 30, 2015. The Department shall submit the State Plan, as revised in
accordance with subsection (b) of this section and as achéydéis act or any other act of the
2013 General Assembly, to the United States Department of Health and Human Services.

SECTION 12C.1.(b) The counties approved as Electing Counties in the North
Carolina Temporary Assistance for Needy Families State 20422015, as approved by this
section are Beaufort, Caldwell, Catawba, Lenoir, Lincoln, Macon, and Wilson.

SECTION 12C.1.(c) Counties that submitted the letter of intent to remain as an
Electing County or to be redesignated as an Electing County arattiompanying county plan
for years 2012 through 2015 pursuant to G@BA-27(e) shall operate under the Electing
County budget requirements effective July 1, 2012. For programmatic purposes, all counties
referred to in this subsection shall remain unttezir current county designation through
September 30, 2015.

SECTION 12C.1.(d) For each year of the 2013015 fiscal biennium, Electing
Counties shall be held harmless to their Work First Family Assistance allocations for the
20122013 fiscal year, proded that remaining funds allocated for Work First Family
Assistance and Work First Diversion Assistance are sufficient for payments made by the
Department on behalf of Standard Counties pursuant tolG8%-27.11(b).

SECTION 12C.1.(e) In the event that epartmental projections of Work First
Family Assistance and Work First Diversion Assistance for the -2013 fiscal year or the
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20142015 fiscal year indicate that remaining funds are insufficient for Work First Family
Assistance and Work First Diversidkssistance payments to be made on behalf of Standard
Counties, the Department is authorized to deallocate funds, of those allocated to Electing
Counties for Work First Family Assistance in excess of the sums set forth i608427.11,

up to the requist amount for payments in Standard Counties. Prior to deallocation, the
Department shall obtain approval by the Office of State Budget and Management. If the
Department adjusts the allocation set forth in subsection (d) of this section, then a report shall
be made to the Joint Legislative Commission on Governmental Operations, the House of
Representatives Appropriations Subcommittee on Health and Human Services, the Senate
Appropriations Committee on Health and Human Services, and the Fiscal ResearciDivisio

INTENSIVE FAMILY PRESERVATION SERVICES FUNDING AND
PERFORMANCE ENHANCEMENTS

SECTION 12C.2.(a) Notwithstanding the provisions of G.$3B-150.6, the
Intensive Family Preservation Services (IFPS) Program shall provide intensive services to
children andfamilies in cases of abuse, neglect, and dependency where a child is at imminent
risk of removal from the home and to children and families in cases of abuse where a child is
not at imminent risk of removal. The Program shall be developed and implenséattdide
on a regional basis. The IFPS shall ensure the application of standardized assessment criteria
for determining imminent risk and clear criteria for determiningadtitome placement.

SECTION 12C.2.(b) The Department of Health and Human Servsiesll require
that any program or entity that receives State, federal, or other funding for the purpose of IFPS
shall provide information and data that allows for the following:

(1) An established followup system with a minimum of six months of

follow-up services.

(2) Detailed information on the specific interventions applied, including

utilization indicators and performance measurement.

3) Costbenefit data.

(4) Data on longerm benefits associated with IFPS. This data shall be obtained

by tracking famlies through the intervention process.

(5) The number of families remaining intact and the associated interventions

while in IFPS and 12 months thereafter.

(6) The number and percentage, by race, of children who received IFPS

compared to the ratio of thadistribution in the general population involved
with Child Protective Services.

SECTION 12C.2.(c) The Department shall establish a performanagsed funding
protocol and shall only provide funding to those programs and entities providing the required
information specified in subsection (b) of this section. The amount of funding shall be based on
the individual performance of each program.

CHILD CARING INSTITUTIONS

SECTION 12C.3. Until the Social Services Commission adopts rules setting
standardized rasefor child caring institutions as authorized under G43B-153(8), the
maximum reimbursement for child caring institutions shall not exceed the rate established for
the specific child caring institution by the Department of Health and Human Servities, @f
the Controller. In determining the maximum reimbursement, the State shall include county and
IV-E reimbursements.

USE OF FOSTER CARE BUDGET FOR GUARDIANSHIP ASSISTANCE PROGRAM

SECTION 12C.4. Of the funds available for the provision of foster ceeevices,
the Department of Health and Human Services, Division of Social Services, may provide for
the financial support of children who are deemed to be (i) in a permanent family placement
setting, (ii) eligible for legal guardianship, and (iii) otheseviunlikely to receive permanency.
The Division of Social Services shall design the Guardianship Assistance Program (GAP) in
such a manner that no additional expenses are incurred beyond the funds budgeted for foster
care. The Guardianship Assistance Paagrates shall reimburse the legal guardian for room
and board and be set at the same rate as the foster care room and board rates in accordance with
rates established under G1®8A-49.1. The Social Services Board shall adopt rules
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establishing a Guardighip Assistance Program to implement this section, including defining
the phrase "legal guardian" as used in this section.

CHILD WELFARE POSTSECONDARY SUPPORT PROGRAM (NC REACH)

SECTION 12C.5.(a) Additional funds appropriated from the General Fund & th
Department of Health and Human Services for the child welfare postsecondary support
program in the amount of two hundred thousand dollars ($200,000) for the2@Q04 Jiscal
year and four hundred thousand dollars ($400,000) for the-2013 fiscal yeashall be used
for the expansion of the child welfare postsecondary support program. The funds shall be used
to continue providing assistance with the "cost of attendance" as that term is defined in 20
U.S.C. § 108711 for the educational needs of fostethyaging out of the foster care system
and special needs children adopted from foster care after age 12. These funds shall be allocated
by the State Education Assistance Authority.

SECTION 12C.5.(b) Of the funds appropriated from the General Fund to the
Department of Health and Human Services, the sum of fifty thousand dollars ($50,000) for the
20132014 fiscal year and the sum of fifty thousand dollars ($50,000) for the ZliBlfiscal
year shall be allocated to the North Carolina State Education Assastauthority (SEAA).

The SEAA shall use these funds only to perform administrative functions necessary to manage
and distribute scholarship funds under the child welfare postsecondary support program.

SECTION 12C.5.(c) Of the funds appropriated from tl®@eneral Fund to the
Department of Health and Human Services, the sum of three hundreehthetthousand four
hundred ninetithree dollars ($339,493) for the 2020814 fiscal year and the sum of three
hundred thirtynine thousand four hundred ningtyee dollars ($339,493) for the 202015
fiscal year shall be used to contract with an entity to administer the child welfare postsecondary
support program described under subsection (a) of this section, which administration shall
include the performance ochse management services.

SECTION 12C.5.(d) Funds appropriated to the Department of Health and Human
Services for the child welfare postsecondary support program shall be used only for students
attending public institutions of higher education in thide&Sta

DSS STUDY/PROCEDURES FOR REPORTING CHILD ABUSE

SECTION 12C.7.(a) The Department of Health and Human Services, Division of
Social Services, shall study the policies and procedures in place for reporting child abuse. In
conducting the study, the Divan shall review the following:

(2) Reports of child abuse in child care facilities.

(2)  How reports of child abuse are received.

(3) The number of inaccurate reports of child abuse the Division receives
annually.

(4)  The number of children the Division hpkced in child protective services
pursuant to a report of child abuse.

(5) The reasons a child is placed in child protective services pursuant to a report
of child abuse.

(6) The procedures the Division follows after determining child abuse has
occurredas well as the procedures the Division follows after determining
child abuse has not occurred.

(7)  The number of reports the Division has determined to be false and a
summary of actions taken in response to false reports.

(8) Procedures and actions thevBion follows in removing or redacting reports
or other information made available to the public regarding an individual
accused of child abuse or a child care facility where the alleged abuse
occurred when there is a determination that no abuse haseztcur

(9)  Any recommendations the Division has for improving the process for
reporting instances of child abuse.

SECTION 12C.7.(b) The Division of Social Services shall report the results of the

study and any recommendations to the Joint Legislative Cdeenin Health and Human
Services and the Fiscal Research Division no later than April 1, 2014.

CODIFY WORK FIRST FAMILY ASSISTANCE ELIGIBILITY AND PAYMENT
LEVELS
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SECTION 12C.8. Part 2 of Article 2 of Chapter 108A of the General Statutes is
amended by adidg a new section to read as follows:
"8 108A-27A. Income eligibility and payment level for Work First Family Assistance.

The maximum net family annual income eligibility standards for Work Hestily
Assistanceare the same standards of need for dligjtfor the categorically needy under the
Medicaid Program. The payment level for Work First Family Assistance shall be fifty percent
(50%) of the standard of neéd.

A FAMILY FOR EVERY CHILD/PROVISION OF FOSTER CARE

SECTION 12C.10.(a) Of the funds apmpriated in this act to the Department of
Health and Human Services, Division of Social Services, the sum of one million five hundred
thousand dollars ($1,500,000) for the 2€2BL4 fiscal year and the sum of one million five
hundred thousand dollars ($QB000) for the 2012015 fiscal year shall be used to restore
funding to the Adoption Promotion Fund to (i) reimburse private nonprofit organizations
pursuant to performandsased contracts to support adoption programs and (i) provide a
financial incentve to public county departments of social services to complete adoptions above
an established baseline.

SECTION 12C.10.(b) Of the funds appropriated in this act to the Department of
Health and Human Services, Division of Social Services, the sum of dhenndollars
($1,000,000) for the 2012014 fiscal year and the sum of two million seven hundred fifty
thousand dollars ($2,750,000) for the 22015 fiscal year shall be used solely for the
Permanency Innovation Initiative Fund for services providethbyChildren's Home Society
of North Carolina as established by G181D-10.9B, enacted in subsection (e) of this section.

SECTION 12C.10.(c) G.S.108A-50.2 reads as rewritten:
"8 108A50.2. Special-ChildrenAdoption Promotion Fund.

€) Funds appropriad by the General Assembly to the Department of Health and
Human Services, Division of Social Services, for-8mecial-ChildrenAdoption Promotion
Fund shall be used as provided in this section. The Division of Social Services of the
Department of Healthand Human Services, in consultation with the North Carolina
Association of County Directors of Social Services and representatives of licensed private
adoption agencies, shall develop guidelines for the awarding of funds to licensed public and
private adopon agencies upon the adoption of children described in XB&\-50 and in
foster care. Payments received from tBpecial-ChildrenAdoption Promotion Fund by
participating agencies shall be used exclusively to enhance the adoption services. No local
math shall be required as a condition for receipt of these funds. In accordance with State rules
for allowable costs, theSpecial-ChildrenAdoption Promotion Fund may be used for
postadoption services for families whose income exceeds two hundred pel@@%)(&f the
federal poverty level.

(b)  Of the total funds appropriated for t&pecial-ChildrerAdoption PromotionFund
each year, twenty percent (20%) of the total funds available shall be reserved for payment to
participating private adoption agencidsthle funds reserved in this subsection for payments to
private agencies have not been spent on or before March 31 of each State fiscal year, the
Division of Social Services may reallocate those funds, in accordance with this section, to other
participatirg adoption agencies.

(c)  The Division of Social Services shall monitor the total expenditures Hspleeial
Children Adoption PromotionFund and redistribute unspent funds to ensure that the funds are
used in accordance with the guidelines establishedbsection (a) of this section.”

SECTION 12C.10.(d) G.S.131D10.1 through G.S131D-10.9 are recodified as
Part 1 of Article 1A of Chapter 131D of the General Statutes.
SECTION 12C.10.(e) Article 1A of Chapter 131D of the General Statutes is
amended bwdding the following new Part to read:
"Part 2.A Family for Every Childinitiative.
"§ 131D109A. Permanency Innovation Initiative Oversight Committee created.

(a) Creation and Membershig. The Permanency Innovation Initiative Oversight
Committee is dsblished. The Committee shall be located administratively in the General
Assembly. The Committee shall consistIdf memberssening staggered termdn making
appointments, each appointiagthorityshall select members who have appropriate experience
and knowledge of the issues to be examined by the Committee and shall strive to ensure racial,
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gender, and geographical diversity among the member§hm.initial Committee members
shall be appointedmoor afterJuly 1, 2013 as follows:

(1) Four members shll be appointed by theGeneral Assembly upon
recommendation of th&peaker of the House of Representatives the
members appointed under this subdivis@nleast oneshall bea member of
the judiciarywho shall serve for a term of two yeansd at leat oneshall be
a representative from the ChildrerHome Society of North Carolingho
shall serve for a term of three yea@®ne member of the House shall be
appointed for a ongear term. The remaining appointee shall serve a
oneyear term.

(2) Four menbers shall be appointed by th®&eneral Assembly upon the
recommendation of thd’resident Pro Tempore of the Senaf the
members appointed under this subdivisicat, least oneshall be a
representative from the Department of Health and Human ServicgsioDi
of Social Servicesyho shall serve for a term of two yeasd at least one
shall be a representative fromhhe Duke Endowmentvho shall serve for a
term_of three yearsOne member of the Senate shall be appointed for a
oneyear term. The remainirgppointee shall serve a egear term.

(3) Three members shall be appointed by the Gover@drthe members
appointed under this subdivisiost least onshallbea representative from a
county department of social servicefo shall serve for a term ohree
yearsand at least onghallbe arepresentative from the University of North
Carolina_at Chapel Hilwho shall serve for a term of two yearEhe
remaining member shall serve a egrgar term.

(b) Terms.i Upon the expiration of the terms of the iaitCommitteemembers, each
member shall be appointed for a term of three years and shall serve until a successor is
appointed. No member may serve more than two consecutive full tAriecancy shall be
filled within 30 days by thauthoritymaking theinitial appointment.

(c) Purpose and PoweiisThe Committee shall:

(1) Design and implement a datracking methodologyo collect and analyze
information to gauge the success of the initiative

(2) Develop a methodology to identify shodnd longterm co$-savingsin the
provision of foster carandany potential reinvestment strategies.

(3) Oversee program implementatiém ensurefidelity to the program models
identified under subdivisions (1) and (2)®fS.131D-10.9Ba).

(4)  Study, review,and recomm@&d other policies and servicethat may
positively impact permanency and wbking outcomes.

(d) Reports. i The Committee shall report its analysis and any findings and
recommendations to the General Assembly by September 15 of each year.

(e) Organizationi The President Pro Tempore of the Senate and the Speaker of the
House of Representatives shall each designate a cochair of the Committee. The Committee
shall meet at least once a quarter upon the joint call of the cochairs. A quorum of the
Committee issevenmembers. No action may be taken except by a majority vote at a meeting at
which a quorum is present.

(f) Funding.i From funds available to the General Assembly, the Legislative Services
Commission shall allocate monies to fund the work of the ComeitMembers of the
Committee shall receive subsistence and travel expenses as providéiSrni20-3.1 and
G.S.1385.

Staff. i The Legislative Services Commission, through the Legislative Services

Officer, shall assign professional staff to assist @ommittee 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 Committee. The expenses
for clerical employeeshsll be borne by the Committee.

"8 131B10.9B. Permanency Innovation Initiative Fund.

(@) There is createdhe Permanency Innovation Initiative Furitlat will support a
demonstration project with services provided by Childrétome Society of North Caipnhto
(i) improve permanency outcomes for children living in foster care through reunification with
parents,providing placementor guardianshipwnith other relativesor adoption, (ii) improve
engagement with biological relatives of children in or at oSlentering foster care, and (iii)
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reduce costs associated with maintaining children in foster lcangplementing these goals,
thePermanency Innovation Initiativeund shall support thiellowing strateges
1) Family Finding which is a progranthat usesintensive biological family
engagement servicés discover and engage biological relatives of children
living in public foster care to provide permanent emotiaral relational
support,includingadoption legal guardianshipor legal custody
(2) Child Specific Adoption Recruitment Services, which is a progthat
follows the Wends Wonderful Kids Model as developed by The Dave
Thomas Foundation for Adoption and works with children in public foster
care to develop and execute adoption recruitmbnts tailored to the needs
of the individual child.
3) Permanency Training Services, which are services delivered by Children
Home Society of North Carolindo assss the readiness of county
departments of social services to implement the permanéatgges under
subdivisions (1) and (2) of this subsection and provide training services to
support the delivery of the services.
(b)  This program shall not constitute an entitlement and is subject to the availability of
nds.

fu

(c) The Social Services Camission shall adopt rules to implement the provisions of
this sectior.

SUBPART XII-D. DIVISION OF AGING AND ADULT SERVICES

TIERED STATE -COUNTY SPECIAL ASSISTANCE PILOT

SECTION 12D.2.(a) As used in this section, the term "group home" means any
facility that (i) is licensed under Chapter 122C of the General Statutes, (ii) meets the definition
of a supervised living facility under 10A NCAC 27G .5601(c)(1) or 10A NCAC 27G
.5601(c)(3), and (iii) serves adults whose primary diagnosis is mental illness or a
developmental disability but may also have other diagnoses.

SECTION 12D.2.(b) It is the intent of the General Assembly to create a
StateCounty Special Assistance program that allows counties greater flexibility in serving
individual needs within their comumities and greater control over how county funds are used
to support this program in light of the fact that counties are required to pay for fifty percent
(50%) of the costs of this program. To that end, the General Assembly directs the Department
of Heath and Human Services to establish a pilot program in accordance with subsection (c) of
this section.

SECTION 12D.2.(c) The Department of Health and Human Services, Division of
Aging and Adult Services (Department), shall establish a pilot program tenmept a tiered
rate structure within the Sta€@ounty Special Assistance program for individuals residing in
group homes, Hmome living arrangements, and assisted living residences as defined in
G.S.131D-2.1. The purposes of the pilot program are todg@termine the best way to
implement a block grant for this program statewide and (ii) test the feasibility and effectiveness
of implementing a tiered rate structure to address program participants' intensity of need,
including medication management. Thepaament shall select a minimum of four and a
maximum of six counties to participate in the pilot program, at least two of which shall be rural
counties and at least twaf which shall be urban counties. The pilot program shall (i) be
implemented during # 20132014 fiscal year, (ii) operate for at least ari@nth period, and
(i) comply with any agreements in effect between the State of North Carolina and the United
States government.

SECTION 12D.2.(d) The Department shall implement the pilot program i
collaboration with the local departments of social services in the counties selected for
participation. As part of the pilot program, the selected counties shall receive a State General
Fund allocation as a block grant to be equally matched with coengrg funds. The General
Fund allocation provided to each county participating in the pilot program shall be calculated
based upon the average annual Special Assistance expenditures for that county during the
20112013 fiscal biennium, adjusted for the @mt of projected annual growth in the number
of Special Assistance recipients in that county during the -2013 fiscal biennium. These
funds may be used to pay for room, board, and personal care services, including medication
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management, for individuakdigible to receive Stat€ounty Special Assistance, subject to the
following limitations and requirements:

Q) These funds shall not be used to cover any portion of the cost of providing
services for which an individual receives Medicaid coverage.

(2)  The pilot program shall comply with all federal and State requirements
governing the existing Statéounty Special Assistance program, except that
Section 12D.3 does not apply to the pilot program.

(3) The tiered rate structure shall be based upon intensityeed, and an
individual's placement within a tier shall be based upon an independent
assessment of the individual's need for room, board, and assistance with
activities of daily living, including medication management.

SECTION 12D.2.(e) By February 12014, the Department shall submit a progress
report on the implementation and operation of the pilot program, including any obstacles to
implementation; and by February 1, 2015, the Department shall submit a final report on the
results of the pilot prograjralong with any recommendations based on these results, to the
Joint Legislative Oversight Committee on Health and Human Services and the Fiscal Research
Division. The report due by February 1, 2015, shall include information from all participating
countes on at least all of the following:

(1) The amount of the tiered rates implemented as part of the pilot program.

(2)  The cost methodology for determining these tiered rates.

(3)  The number of individuals participating in the pilot program while residing

in a group home.

(4)  The number of individuals participating in the pilot program while residing
in an inrhome living arrangement.

(5)  The number of individuals participating in the pilot program while residing
in an assisted living residence as definedsb$.131D-2.1, broken down by
facility type.

(6) A comparison of the number of recipients of St@teinty Special
Assistance prior to and during the pilot program, broken down by county
and living arrangement.

(7)  Any other information the Department deemstevant for determining the
best way to implement a block grant statewide for the &tatenty Special
Assistance program.

STATE-COUNTY SPECIAL ASSISTANCE

SECTION 12D.3.(a) For each year of the 2015 fiscal biennium, the
maximum monthly rate for sgdents in adult care home facilities shall be one thousand one
hundred eightytwo dollars ($1,182) per month per resident.

SECTION 12D.3.(b) For each year of the 202915 fiscal biennium, hie
maximum monthly rate for residents in Alzheimer's/Dementecigp care units shall be one
thousand five hundred fifteen dollars ($1,515) per month per resident.

SUBPART XII -E. DIVISION OF PUBLI C HEALTH

INCREASE PERMIT FEES FOR CERTAIN FOOD AND LODGING

ESTABLISHMENTS

SECTION 12E.1.(a) G.S.130A-247 is amended bsdding a new subdivision to

read:

"(8) "Temporary food establishménimeansan establishmennot otherwise
exempted from this part pursuant ®S.130A-250 that (i) prepares or
serves food(ii) operates for a period of time not to exceed 21 days in one
location, and (ii) is affiliated with and endorsed by a transitory fair,
carnival, circus, festival, or public exhibitign.

SECTION 12E.1.(b) G.S.130A-248(d) reads as rewritten:

"(d) The Department shall charge each establishment subject to this sectept
nutrition programs for the elderly administered by the Division of Aging and Adult Services of
the Department of Health and Human Services, establishments that prepare and sell meat food
products or poultry productsiemporary food establishmentdimited food service
establishmest and public school cafeterias, a feesefentyfiveone hundred twentgollars
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{$45-00]$120.00)for each permit issued. This fee shall be reassessed annually for permits that
do not expire. The Commission shall adages to implement this subsection. Fees collected
under this subsection shall be used for State and local food, lodging, and institution sanitation
programs and activities. No more thémrty-three—and-onthird—percent{33-1/3%)of-the
feedifty dollars ($50.00)of each feecollected under this subsection may be used to support
State health programs and activities."

SECTION 12E.1.(c) G.S.130A-248(d1) reads as rewritten:

"(d1) The Department shall charge a twefitae dollar ($25.00) late payment fee aay
establishment subject to this section, except nutrition programs for the elderly administered by
the Division of Aging of the Department of Health and Human Services, establishments that
prepare and sell meat food products or poultry prodtestgporay food establishments, limited
food services establishmengs)d public school cafeterias, that fails to pay the fee required by
subsection (d) of this section within 45 days after billing by the Department. The Department
may, in accordance with G.$30A-23, suspend the permit of an establishment that fails to pay
the required fee within 60 days after billing by the Department. The Department shall charge a
reinstatement fee of one hundred fifty dollars ($150.00) to any establishment that requests
reinstaement of its permit after the permit has been suspended. The Commission shall adopt
rules to implement this subsection.

The clear proceeds of civil penalties collected pursuant to this subsection shall be remitted
to the Civil Penalty and Forfeiture Fumdaccordance with G.815G457.2."

SECTION 12E.1.(d) G.S.130A-248 is amended by adding a new subsection to

read:

"(d2) A local health department shall chaepehtemporary food establishment aedch
limited food services establishment a fee of sexfime dollars ($75.00) for each permit
issued.A local health departmerghall useall fees collected under this subsection local
food, lodging, and institution sanitation programs and activities.

SECTION 12E.1.(e) Subsections (a) through (d) of $lgection become effective
on Augustl, 2013, and apply to food and lodging permits effectiveeassessed on or after
Augustl, 2013.

SECTION 12E.1.(f) Section 31.11A of S.L. 201145, as amended by Section 61A
of S.L. 2011391 and Section 10.15 of S2012142, is repealed.

MODIFICATIONS TO ORAL HEALTH STRATEGY

SECTION 12E.2.(a) The General Assembly encourages local health departments
to increase access to direct clinical care and preventive oral health services in the dental clinics
operated or spa@ored by local health departments.

SECTION 12E.2.(b) Effective October 1, 2013, the Secretary of Health and
Human Services shall eliminate at least 15infle equivalent positions within the Oral Health
Section of the Division of Public Health in ordeer achieve a savings of at least six hundred
thirty-seven five hundred thousand dollars ($637,500) during the-2014 fiscal year and at
least eight hundred fifty thousand dollars ($850,000) during the-2018 fiscal year.

SECTION 12E.2.(c) By no late than February 1, 2014, the Department shall
submit a revised statewide oral health strategic plan to the Joint Legislative Oversight
Committee on Health and Human Services and the Fiscal Research Division. The plan shall
include at least all of the folaing:

(2) Recommendations for reorganizing the Department's Oral Health Section.

(2)  Strategies for reducing oral diseases through prevention, education, and

health promotion services.

(3)  Strategies for monitoring public oral health.

(4)  Strategies for ioreasing access to dental care.

FUNDS FOR SCHOOL NURSES

SECTION 12E.3(a) All funds appropriated in this act for the School Nurse
Funding Initiative shall be used to supplement and not supplant other State, local, or federal
funds appropriated or alloeat for this purpose. Communities shall maintain their current level
of effort and funding for school nurses. These funds shall not be used to fund nurses for State
agencies. These funds shall be distributed to local health departments according toa formul
that includes all of the following:

(1)  School nursdo-student ratio.
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(2) Percentage of students eligible for free or reduced meals.

3) Percentage of children in poverty.

(4) Per capita income.

(5) Eligibility as a lowwealth county.

(6) Mortality rates for children between one and 19 years of age.

(7) Percentage of students with chronic illnesses.

(8) Percentage of county population consisting of minority persons.

SECTION 12E.3.(b) The Division of Public Health shall ensure that school nurses
funded wth State funds (i) do not assist in any instructional or administrative duties associated
with a school's curriculum and (ii) perform all of the following with respect to school health
programs:

Q) Serve as the coordinator of the health services prograhprovide nursing

care.

(2) Provide health education to students, staff, and parents.

(3) Identify health and safety concerns in the school environment and promote a

nurturing school environment.

4) Support healthy food services programs.

(5) Promote halthy physical education, sports policies, and practices.

(6) Provide health counseling, assess mental health needs, provide interventions,

and refer students to appropriate school staff or community agencies.

(7)  Promote community involvement in assuriadiealthy school and serve as

school liaison to a health advisory committee.

(8) Provide health education and counseling and promote healthy activities and

a healthy environment for school staff.

(9) Be available to assist the county health departmentglwipublic health

emergency.

SECTION 12E.3.(c) Section 6.9(b) of S.L. 201145, as amended by Section 6.2
of S.L. 2012142, is repealed.

CHILDREN'S DEVELOPMENTAL SERVICE AGENCIES

SECTION 12E.4. In order to achieve the reduced amount of State funds
appopriated in this act for the Children's Developmental Service Agencies (CDSAS) program,
the Department of Health and Human Services, Division of Public Health, may close up to four
CDSAs, effective July 1, 2014. The Department shall retain the CDSA loicated City of
Morganton and the CDSAs with the highest caseloads of children residing in rural and
medically underserved areas. If the Department elects to close one or more CDSAS pursuant to
this section, it shall submit a report to the Joint Legista@versight Committee on Health and
Human Services and the Fiscal Research Division no later than March 1, 2014, identifying the
CDSAs selected for closure.

AIDS DRUG ASSISTANCE PROGRAM

SECTION 12E.5.(a) The Department of Health and Human Services shaik
with the Department of Public Safety (DPS) to use DPS funds to purchase pharmaceuticals for
the treatment of individuals in the custody of DPS who have been diagnosed with Human
Immunodeficiency Virus or Acquired Immune Deficiency Syndrome (HIV/AIDSa manner
that allows these funds to be accounted for as State matching funds in the Department of Health
and Human Services drawdown of federal Ryan White funds earmarked for the AIDS Drug
Assistance Program (ADAP).

SECTION 12E.5.(b) By no later than Aril 1, 2014, and by no later than April 1,
2015, the Department of Health and Human Services, Division of Public Health, shall submit a
report to the Joint Legislative Oversight Committee on Health and Human Services and the
Fiscal Research Division on tatnative options for serving individuals diagnosed with
HIV/AIDS who are eligible to receive services under ADAP, including the State Medicaid
program and the federally facilitated Health Benefit Exchange that will operate in this State.

COMMUNITY -FOCUSED ELIMINATING HEALTH DISPARITIES INITIATIVE

SECTION 12E.6.@) Funds appropriated in this act to the Department of Health
and Human Services, Division of Public Health, for the CommFoigused Eliminating
Health Disparities Initiative (CFEHDI) shall bsed to provide a maximum of 12 grairisaid
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to close the gap in the health status of Afri¢anericans, Hispanics/Latinos, and American
Indians as compared to the health status of white persons. Thesedmadtshall focus on the

use of measures toiminate or reduce health disparities among minority populations in this
State with respect to heart disease, stroke, diabetes, obesity, asthma, HIV/AIDS, and cancer.
The Office of Minority Health shall coordinate and implement the griamésd program
authorized by this section.

SECTION 12E.6.(b) In implementing the granis-aid program authorized by

subsection (a) of this section, the Department shall ensure all of the following:

(1) The amount of any gramt-aid is limited to three hundred thousandlais
($300,000).

(2)  Only communitybased organizations, faittased organizations, local health
departments, hospitals, and CCNC networks located in urban and rural areas
of the western, eastern, and Piedmont areas of this State are eligible to apply
for these grantg-aid. No more than four granis-aid shall be awarded to
applicants located in any one of the three areas specified in this subdivision.

3) Each eligible applicant shall be required to demonstrate substantial
participation and involvementith all other categories of eligible applicants,
in order to ensure an eviderobased medical home model that will affect
change in health and geographic disparities.

(4)  Eligible applicants shall select one or more of the following chronic ilinesses
or conditions specific to the applicant's geographic area as the basis for
applying for a granin-aid under this section to affect change in the health
status of AfricarAmericans, Hispanics/Latinos, or American Indians:

Heart Disease.
Stroke.
Diabéges.
Obesity.
Asthma.
HIV/AIDS.
Cancer.

5) The minimum duration of the grant period for any ghiaraid is two years.

(6) The maximum duration of the grant period for any giardid is three
years.

(7 If approved for a granin-aid, the gantee (i) shall not use more than eight
percent (8%) of the grant funds for overhead costs and (ii) shall be required
at the end of the grant period to demonstrate significant gains in addressing
one or more of the health disparity focus areas identifiesibsection (a) of
this section.

(8) An independent panel with expertise in the delivery of services to minority
populations, health disparities, chronic illnesses and conditions, and
HIV/AIDS shall conduct the review of applications for gramtsaid. The
Department shall establish the independent panel required by this section.

SECTION 12E.6.(c) The grantdn-aid awarded under this section shall be awarded

in honor of the memory of the following deceased members of the General Assembly: Bernard

Allen, Pete Cunningham, John Hall, Robert Holloman, Howard Hunter, Ed Jones, Jeanne

Lucas, Vernon Malone, William Martin, and William Wainwright. These funds shall be used

for concerted efforts to address large gaps in health status among North Carolinians who are

African-American, as well as disparities among other minority populations in North Carolina.
SECTION 12E.6.(d) Section 10.21(d) of S.L. 2011145 reads as rewritten:

"SECTION 10.21.(d) By Oectober1,2012,-and-annually-thereaetpber 1, 2013the
Depatment shall submlt a report tdhe—Heuse—ef—Rep%esenta%wes—Appr_epHa{lons

ee-on Health
and—Humanéemeesthe Jomt Leqlslatlve OverS|qht Commlttee on Health and Human
Servicesand the Fiscal Research Division on funds appropriated to the CFEHDI. The report
shall include specific activities undertaken pursuant to subsection (a) of this section to address
large gaps in health status among North Carolinians who are Afhcerican and other
minority populations in this State, and shall also address all of the following:

@~ooooTy
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(1) Which communitypased organizations, faitbtesed organizations, local
health departments, hospitals, and CCNC networks received CFEHDI
grantsin-aid.

(2)  The anount of funding awarded to each grantee.

(3)  Which of the minority populations were served by each grantee.

(4)  Which communitypased organizations, faitbtesed organizations, local
health departments, hospitals, and CCNC networks were involved in
fulfilli ng the goals and activities of each gremaid awarded under this
section and what activities were planned and implemented by the grantee to
fulfill the community focus of the CFEHDI program.

5) How the activities implemented by the grantee fulfilled goal of reducing
health disparities among minority populations, and the specific success in
reducing particular incidences."

STRATEGIES FOR IMPROVING MEN'S HEALTH

SECTION 12E.7. Article 7 of Chapter 130A of the General Statutes is amended by
adding a pw Part to read:

"Part 5A. Mers Health.
"8 130A-223.1 Department to establish strategie$or improving men's health
The Department of Health and Human Services, Division of Public Health, Chronic Disease

and Injury Prevention Section, shall work to ard the State attention and focus on the
prevention of disease and improvement in the quality of life for men over their entire lifespan.
The Department shall develop strategies for achieving these goals, which shall include, but not
be limited to, all 6the following:

(1) Developing a strategic plan to improve health care services.

(2)  Building public health awareness.

3) Developing initiatives within existing programs.

(4)  Pursuing federal and State funding for the screening, early detection, and

tredment of prostate cancer and other diseases affecting imesdth'

INCREASE NORTH CAROLINA MEDICAL EXAMINER AUTOPSY FEES
SECTION 12E.8.(a) G.S.130A-389(a) reads as rewritten:

"(@) If, in the opinion of the medical examiner investigating the case dheofChief
Medical Examiner, it is advisable and in the public interest that an autopsy or other study be
made; or, if an autopsy or other study is requested by the district attorney of the county or by
any superior court judge, an autopsy or other stuthill e made by the Chief Medical
Examiner or by a competent pathologist designated by the Chief Medical Examiner. A
complete autopsy report of findings and interpretations, prepared on forms designated for the
purpose, shall be submitted promptly to tHeef Medical Examiner. Subject to the limitations
of G.S.130A-389.1 relating to photographs and video or audio recordings of an autopsy, a
copy of the report shall be furnished to any person upon request. A fee for the autopsy or other
study shall be paifly the State. However, if the deceased is a resident of the county in which
the death or fatal injury occurred, that county shall pay the fee. The fee shall be one thousand
two hundred fiftydollars{$1,660)($1 250)."

SECTION 12E.8.(b) This section beaues effective August, 2013, and applies
to fees imposed for autopsies performed on or after that date.

SUBPART XII -F. DIVISION OF MH/DD /SAS AND STATE OPERATED
HEALTHCARE FACILITIE S

FUNDS FOR LOCAL INPATIENT PSYCHIATRIC BEDS OR BED DAYS

SECTION 12F.2.(§ Use of Fundsi Of the funds appropriated in Section 2.1 of
this act to the Department of Health and Human Services, Division of Mental Health,
Developmental Disabilities, and Substance Abuse Services, for crisis services, the sum of
thirty-eight million one hundred twemgne thousand six hundred foiffiyur dollars
($38,121,644) for the 2013014 fiscal year and the sum of thigight million one hundred
twenty-one thousand six hundred foifiyur dollars ($38,121,644) for the 202015 fiscal year
shal be used to purchase additional local inpatient psychiatric beds or bed days not currently
funded by or though LME/MCOS$he Department shall develop and implement atiered

S402 [Ratified] Pagel55



system of payment for purchasing these local inpatient psychiatric beds daysetased on

acuity level, with an enhanced rate of payment for inpatient psychiatric beds or bed days for
individuals with higher acuity levels, as defined by the Department. The enhanced rate of
payment for inpatient psychiatric beds or bed days fdividuals with higher acuity levels

shall not exceed the lowest average cost per patient bed day among the State psychiatric
hospitalsIn addition, at the discretion of the Secretary of Health and Human Services, existing
funds allocated to LME/MCOs foroonmunitybased mental health, developmental disabilities,

and substance abuse services may be used to purchase additional local inpatient psychiatric
beds or bed days. Funds designated in this subsection for the purchase of local inpatient
psychiatric bedsr bed days shall not be used to supplant other funds appropriated or otherwise
available to the Department for the purchase of inpatient psychiatric services through contracts
with local hospitals.

SECTION 12F.2.(b) Distribution and Management of Beds Bed Days.i The
Department shall work to ensure that any local inpatient psychiatric beds or bed days purchased
in accordance with this section are distributed across the State in LME/MCO catchment areas
and according to need as determined by the Depattithe Department shall ensure that beds
or bed days for individuals with higher acuity levels are distributed across the State in LME
catchment areas, including any catchment areas served by managed care organizations, and
according to greatest need edson hospital bed utilization datéhe Department shall enter
into contracts with LME/MCOs and local hospitals for the management of these beds or bed
days. The Department shall work to ensure that these contracts are awarded equitably around
all regionsof the State. LME/MCOs shall manage and control these local inpatient psychiatric
beds or bed days, including the determination of the specific local hospital or State psychiatric
hospital to which an individual should be admitted pursuant to an invojuotanmitment
order.

SECTION 12F.2.(c) Funds to be Held in Statewide Resefiv&unds appropriated
to the Department for the purchase of local inpatient psychiatric beds or bed days shall not be
allocated to LME/MCOs but shall be held in a statewide vesat the Division of Mental
Health, Developmental Disabilities, and Substance Abuse Services to pay for services
authorized by the LME/MCOs and billed by the hospitals through the LME/MCOs.
LME/MCOs shall remit claims for payment to the Department wittbnworking days after
receipt of a clean claim from the hospital and shall pay the hospital within 30 working days
after receipt of payment from the Department.

SECTION 12F.2.(d) Ineffective LME/MCO Management of Beds or Bed Dadlys.

If the Department detmines that (i) an LME/MCO is not effectively managing the beds or bed
days for which it has responsibility, as evidenced by beds or bed days in the local hospital not
being utilized while demand for services at the State psychiatric hospitals has medrextu

(i) the LME/MCO has failed to comply with the prompt payment provisions of subsection (c)
of this section, the Department may contract with another LME/MCO to manage the beds or
bed days or, notwithstanding any other provision of law to the egntreay pay the hospital
directly.

SECTION 12F.2.(e) Reporting by LME/MCOsi The Department shall establish
reporting requirements for LME/MCOs regarding the utilization of these beds or bed days.

SECTION 12F.2.(f) Reporting by Departmenit. By no laterthan March 1, 2014,
the Department shall report to the Joint Legislative Oversight Committee on Health and Human
Services and the Fiscal Research Division on all of the following:

(1) A uniform system for beds or bed days purchased during the fiscal year
ending June 30, 2013, from (i) funds appropriated in this act that are
designated for this purpose in subsection (a) of this section, (ii) existing
State appropriations, and (iii) local funds.

(2)  Other Department initiatives funded by State appropriationreduce State
psychiatric hospital use.

SECTION 12F.2.(g) Repeal of Hospital Utilization Piloi. Sections 10.49(s1)

through 10.49(s5) of S.L. 206823 are repealed.

FUNDS FOR THE NORTH CAROLINA CHILD TREATMENT PROGRAM

SECTION 12F.3.(a) Recurring fuids appropriated in this act to the Department of
Health and Human Services, Division of Mental Health, Developmental Disabilities, and
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Substance Abuse Services, for the 2Q035 fiscal biennium for the North Carolina Child
Treatment Program (NC CTP) shia# used for the following purposes:

1 To provide clinical training and coaching to licensed Medicaid clinicians on
an array of evidenebased treatments and to provide a statewide platform to
assure accountability and outcomes.

(2) To maintain and managa public roster of program graduates, linking
high-quality clinicians with children, families, and professionals.

(3) To partner with State, LME/MCO, and private sector leadership to bring
effective mental health treatment to children in juvenile jusiiceé mental
health facilities.

SECTION 12F.3.(b) Nonrecurring funds appropriated in this act to the Department
of Health and Human Services, Division of Mental Health, Developmental Disabilities, and
Substance Abuse Services, for the 2Q035 fiscal bienium for the North Carolina Child
Treatment Program (NC CTP) shall be used to pay for the cdstvefoping a secure database
for the NC CTP to track individudével and aggregatievel data with interface capability to
work with existing networks withistate agencies. The data, including any entered or stored in
the database, is and remaihs sole property of the State.

SINGLE STREAM FUNDING FOR MH/DD/SAS COMMUNITY SERVICES

SECTION 12F.4.(a) For the purpose of mitigating cash flow problems that many
LME/MCOs experience at the beginning of each fiscal year relative to single stream funding,
the Department of Health and Human Services, Division of Mental Health, Developmental
Disabilities, and Substance Abuse Services, shall distribute not less txametith of each
LME/MCQO's continuation allocation at the beginning of the fiscal year and subtract the amount
of that distribution from the LME/MCQO's total reimbursements for the fiscal year.

SECTION 12F.4.(b) The Department of Health and Human Servid2sision of
Mental Health, Developmental Disabilities, and Substance Abuse Services, shall periodically
review and, as deemed necessary by the Department, update the set of standardized covered
benefits developed and implemented by the Department paursu&ection 10.11(b) of S.L.
2011145 for recipients of LME/MCO community service funds; provided, however, the
Department shall not implement any updates that increase the overall cost of these standardized
covered benefits.

BEHAVIORAL HEALTH CLINICAL | NTEGRATION AND PERFORMANCE
MONITORING

SECTION 12F.4A.(a) The Department of Health and Human Services shall
require local management entities, including local management entities that have been
approved to operate the 1915(b)/(c) Medicaid Waiver (LME/MC@s)implement clinical
integration activities with Community Care of North Carolina (CCNC) through Total Care, a
collaborative initiative designed to improve and minimize the cost of care for patients who
suffer from comorbid mental health or substancasaband primary care or other chronic
conditions.

SECTION 12F.4A.(b) The Department shall ensure that, by no later than January
1, 2014, all LME/MCOs submit claims data, including to the extent practical, retrospective
claims data and integrated paymemd aeporting system (IPRS) data, to the CCNC Informatics
Center and to the Medicaid Management Information System. Upon receipt of this claims data,
CCNC shall provide access to clinical data and care management information within the CCNC
Informatics Cerdgr to LME/MCOs and authorized behavioral health providers to support (i)
treatment, quality assessment, and improvement activities or (ii) coordination of appropriate
and effective patient care, treatment, or habilitation.

SECTION 12F.4A.(c) The Departmety in consultation with CCNC and the
LME/MCOs, shall develop quality and performance statistics on the status of mental health,
developmental disabilities, and substance abuse services, including, but not limited to,
variations in total cost of care, claal outcomes, and access to and utilization of services.

SECTION 12F.4A.(d) The Department shall, within available appropriations and
as deemed necessary by the Department, expand or alter existing contracts by mutual
agreement of all parties to the caurin order to implement the provisions of this section.

SECTION 12F.4A.(e) By no later than March 1, 2014, and semiannually
thereafter, the Department shall submit a report to the Joint Legislative Oversight Committee
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on Health and Human Services ané fiiscal Research Division on the progress, outcomes,
and savings associated with the implementation of clinical integration activities with CCNC
pursuant to this section.

MH/DD/SAS HEALTH CARE INFORMATION SYSTEM PROJECT
SECTION 12F.5. The Department oHealth and Human Services shall not take
any further action or expend any funds appropriated or available to the Department to develop
and implement the health care information system for State facilities operated by the Division
of Mental Health, Developental Disabilities, and Substance Abuse Services until each of the
following conditions has been met:
(2) By no later than March 1, 2014, the Department shall submit a detailed plan
of this system to the Joint Legislative Oversight Committee on Health and
Human Services, the Joint Legislative Oversight Committee on Information
Technology, and the Fiscal Research Division. The plan shall include an
explanation of at least all of the following:
a. The process the Department used to select the Veterans Health
Information Systems and Technology Architecture (VisTA), whether
or not the selection process was competitive, and if not, why it was
not.

b. Requirements for vendor services to support system implementation
and operation and the costs associated witrstipport.

C. Governance structure for the system.

d. Modules to be implemented in each facility and the reason for each.

e. Assignment of responsibility for system maintenance, codes fixes,
application upgrades, and hardware upgrades.

f. Whether the applation and database will be implemented at each
facility or centrally managed by the Department and the reasons for
the decision.

g. Identification of additional hardware that will be required to support
a statewide rollout and the location at which the @#pent plans to
host it.

h. Assignment of responsibility for backup and recovery.

I. If there will be redundant failover between facilities.

J- Plans, time lines, and costs for implementing any other modules
currently offered by the United State Departinginveterans Affairs.

k. A process for ensuring that the system software is upgraded
whenever the United States Department of Veterans Affairs upgrades
its system.

l. Technology constraints for VisTA and Stastigpported facilities and
how they will be adessed, by facility.

m. Facility on-boarding plan for the State psychiatric hospitals and other
State facilities operated by the Division.

n. Costs and sources of funding for planning, development, and
implementation at each facility and five years of s@std sources of
funding for operations and maintenance at each facility.

0. Any other costs associated with system planning, development,
implementation, operation, and maintenance.
p. Any issues associated with the planning, development, and

implementatbn, identified by the Department, the Office of the State
Chief Information Officer, the Office of Information Technology
Services, or the Office of State Budget and Management, with a
solution for each identified issue.

(2)  Upon submission of the plan rgiced by subdivision (1) of this section, the
Department shall obtain prior approval from the State Chief Information
Officer in order to take any further action or expend any funds appropriated
or available to the Department to develop and implement ¢la¢thhcare
information system for State facilities operated by the Division of Mental
Health, Developmental Disabilities, and Substance Abuse Services.
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LME/MCO FUNDS FOR SUBSTANCE ABUSE SERVICES

SECTION 12F.6.(a) LME/MCOs shall use a portion of their adlated funds for
substance abuse treatment services to support prevention and education activities at a level at
least equivalent to the 202013 fiscal year.

SECTION 12F.6.(b) In providing treatment and services for adult offenders and
increasing the maber of Treatment Accountability for Safer Communities (TASC) case
managers, local management entities shall consult with TASC to improve offender access to
substance abuse treatment and match evidesm®ed interventions to individual needs at each
stage of substance abuse treatment. Special emphasis should be placed on intermediate
punishment offenders, community punishment offenders at risk for revocation, and Department
of Correction releases who have completed substance abuse treatment while in custody

The Department shall allocate up to three hundred thousand dollars ($300,000) of
the funds appropriated in this act to the Department of Health and Human Services, Division of
Mental Health, Developmental Disabilities, and Substance Abuse Services,ovmepr
substance abuse services for adult offenders and to increase the number of TASC case
managers. These funds shall be allocated to TASC before funds are allocated to LMEs for
mental health services, substance abuse services, and crisis services.

STUDY WAYS TO IMPROVE OUTCOMES AND EFFICIENCIES IN ALCOHOL &
DRUG ABUSE TREATMENT PROGRAMS

SECTION 12F.7.(a) By no later than April 1, 2014, the Department of Health and
Human Services shall study and report to the Joint Legislative Oversight Committee tn Heal
and Human Services and the Fiscal Research Division on ways to improve outcomes and
reduce operating costs associated with inpatient treatment at the alcohol and drug abuse
treatment centers operated by the Division of SBjterated Healthcare Faciés.

SECTION 12F.7.(b) The Joint Legislative Program Evaluation Oversight
Committee shall consider including in the 2014 Work Plan for the Program Evaluation
Division of the General Assembly a study of the most effective and efficient ways to operate
inpdient alcohol and drug abuse treatment programs, including, but not limited to, (i) an
examination and comparison of the practices, costs, and outcomes of private ange it
programs in North Carolina, (ii) an examination of the practices, costxucomes of private
and stateoperated programs in other states, and (iii) recommendations for best practices to
achieve greater program efficiencies and outcomes in North Carolina.

SUBPART XII -G. DIVISION OF HEALT H SERVICE REGULATION

THREE-YEAR MORAT ORIUM ON SPECIAL CARE UNIT LICENSES AND
REVIEW OF CURRENT SPECIAL CARE UNIT STAFFING REQUIREMENTS

SECTION 12G.1.(a) For the period beginning July 31, 2013, and ending July 1,
2016, the Department of Health and Human Services, Division of Health Sengoéatmn
(Department), shall not issue any licenses for special care units as definedi81Rn8.6 and
G.S.131E114. This prohibition shall not restrict the Department from doing any of the
following:

(2) Issuing a license to a facility that is acguiy an existing special care unit.

(2) Issuing a license for a special care unit in any area of the State upon a

determination by the Secretary of the Department of Health and Human
Services that increased access to this type of care is necessary iredhat a
during the thregzear moratorium imposed by this section.

3) Processing all completed applications for special care unit licenses received

by the Division of Health Service Regulation along with the applicable
license fee prior to June 1, 2013.

SECTION 12G.1.(b) By no later than April 1, 2014, the Department shall review
the laws pertaining to staff ratios and other staffing requirements of special care units and
report the results of its review to the Joint Legislative Oversight Committee on Hedlth a
Human Services and the Fiscal Research Division. The report shall compare special care unit
staff ratios and staffing requirements in North Carolina to those of other states, including those
states that border North Carolina. The report shall contdirofathe following specific
information:
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(2) The rationale and justification for establishing the existing special care unit
staff ratios and staffing requirements.

(2) Recommendations for changes to existing staff ratios and staffing
requirements based éndings of the Department's review.

ELIMINATE COMPREHENSIVE REPORT ON MEDICATION -RELATED ERRORS

IN NURSING HOMES

SECTION 12G.2.(a) G.S.131E128.1(e) reads as rewritten:

"(e) Confidentiality. i The meetings or proceedings of the advisory committee, the
records and materials it produces, and the materials it considers, including analyses and reports
pertaining to medicatiorelated error reporting under GR1E 128.2 and G.S.131E128.5
and pharmacy reports on drug defects and adverse reactions uBdeBXE-128.4, shall be
confidential and not be considered public records within the meaning ofl&3. The
meetings or proceedings and records and materials also shall not be subject to discovery or
introduction into evidence in any civil action agst a nursing home or a provider of
professional health services resulting from matters that are the subject of evaluation and review
by the committee. No person who was in attendance at a meeting of the committee shall testify
in any civil action as to anevidence or other matters produced or presented during the
meetings or proceedings of the committee or as to any findings, recommendations, evaluations,
opinions, or other actions of the committee or its members. Notwithstanding the foregoing:

(2) Information, documents, or records otherwise available, including any
deficiencies found in the course of an inspection conducted under
G.S.131E105, shall not be immune from discovery or use in a civil action
merely because they were presented during meedingsoceedings of the
advisory committee. A member of the advisory committee or a person who
testifies before the committee may testify in a civil action but cannot be
asked about that person's testimony before the committee or any opinion
formed as a rediuof the committee meetings or proceedings.

(2) Information that is confidential and not subject to discovery or use in civil
actions under this subsection may be released to a professional standards
review organization that performs any accreditationestification function.
Information released to the professional standards review organization shall
be limited to information reasonably necessary and relevant to the standards
review organization's determination to grant or continue accreditation or
cerification. Information released to the standards review organization
retains its confidentiality and is not subject to discovery or use in any civil
action as provided under this subsection. The standards review organization
shall keep the information cadéntial subject to this subsection.

3) Information that is confidential and not subject to discovery or use in civil
actions under this subsection may be released to the Department of Health
and Human Services pursuant to its investigative authority runde
G.S.131E105. Information released to the Department shall be limited to
information reasonably necessary and relevant to the Department's
investigation of compliance with Part 1 of Article 6 of this Chapter.
Information released to the Department metats confidentiality and is not
subject to discovery or use in any civil action as provided in this subsection.
The Department shall keep the information confidential subject to this
subsection.

4) Information that is confidential and is not subjectiscovery or use in civil
actions under this subsection may be released to an occupational licensing
board having jurisdiction over the license of an individual involved in an
incident that is under review or investigation by the advisory committee.
Information released to the occupational licensing board shall be limited to
information reasonably necessary and relevant to an investigation being
conducted by the licensing board pertaining to the individual's involvement
in the incident under review by thedwvasory committee. Information
released to an occupational licensing board retains its confidentiality and is
not subject to discovery or use in any civil action as provided in this
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subsection. The occupational licensing board shall keep the information
confidential subject to this subsection.”
SECTION 12G.2.(b) G.S.131E128.1(g) reads as rewritten:

"(g) Penalty.i The Department may take adverse action against the license of a nursing
home upon a finding that the nursing home has failed to comply with déction,
G.S.131E128.2, 131F128.3,431E128-4,6r131E28.50r 131E128.4"

SECTION 12G.2. (c) G.S.131E128.5 is repealed.

CERTIFICATE OF NEED EXEMPTION FOR REPLACEMENT OF PREVIOUSLY
APPROVED EQUIPMENT & FACILITIES LOCATED ON THE MAIN CAMPUS
OF A LICENSED HEALTH SERVICE FACILITY
SECTION 12G.3.(a) G.S.131E176 is amended by adding a new subdivision to

read:
"(14n) "Main _campu$ _means all _of the following for the purposes of
G.S.131E184(f) and (g) only
a. The site of themain building from which a licensed health service
facility providesclinical patient services and exercises financial and
administrative controbver the entire facilityincludingthe buildings
and groundsdjacent to tht mainbuilding.
b. Other areas and structures that aregtrictly contiguous to the main
building but are located within 250 yards of the main building.
SECTION 12G.3.(b) G.S.131E184 is amended by adding new subsections to
read:

"(f) The Department shall exempt from certificate of need reviewpurchasef any
replacement equipmettiat exceeds thievo million dollar ($2,000,000) threshold set forth in
G.S.131E176(22)if all of the following conditions are met:

(1) Theequipmenbeingreplaceds located on the main campus

(2) The Department Ispreviously issued a certificate of nefmt the equipment
beingreplaced

(3) Thelicensedhealth service facilityproposing to purchase the replacement
equipmentshall povide prior written notice to the Departmeatpngwith
supportingdocumentation to demetratethat it meets the exemption criteria
of this subseabn.

(@) The Department shall exempt from certificate of need review any capital
expenditure that exceeds the two million dollar ($2,000,060¥shold set forth in
G.S.131E176(16)b. if all of tle following conditions are met:

(1) The sole purpose of the capital expenditure isetwovate replaceon the
same site, or exparttie entiretyor a portion of an existing health service
facility that is located on the main campus

(2) The capital expentlire does not result in (i) a change in bed capacity as
defined inG.S.131E176(5) or (ii) the addition of a health service facility or
any other new institutional health service other than that allowed in
G.S.131E176(16)b.

(3) The licensed health seod facility proposing to incur the capital expenditure
shall provide prior written notice to the Department, along with supporting
documentation to demonstrate that it meets the exemption criteria of this
subsectiori.

SECTION 12G.3.(b) This section apple to replacement equipment purchased,

and capital expenditures for replacement facilities incurred, on or after the date this act
becomes law.

SUBPART XII -H. DIVISION OF MEDIC AL ASSISTANCE (MEDIC AID)

DETAILED MEDICAID REFORM PROPOSAL TO BE PREPARED BY
DEPARTMENT OF HEALTH AND HUMAN SERVICES; MEDICAID REFORM
ADVISORY GROUP ESTABLISHED

SECTION 12H.1.(a) The Department of Health and Human Services, Division of

Medical Assistance, (Department), in consultation with the Medicaid Reform Advisory Group
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createdby subsection (e) of this section, shall create a detailed plan for, but not implement,
significant reforms to the State's Medicaid Program that shall accomplish the following:
Q) Create a predictable and sustainable Medicaid program for North Carolina

taxpayers.

(2) Increase administrative ease and efficiency for North Carolina Medicaid
providers.

(3)  Provide care for the whole person by uniting physical and behavioral health
care.

SECTION 12H.1.(b) The Department shall submit its detailed proposal of tw
reform the State's Medicaid Program to the General Assembly. The report shall contain the
following:

(2) The details of the reform plan, including how the plan would accomplish the

goals set out in subsection (a) of this section.

(2) The Department'smethodology for selecting the reform plan over
alternatives.

3) Forecasts of the reform plan's potential to slow the growth of the costs of the
Medicaid Program, including the assumptions and methodology used for the
forecast, as well as an explanation lkdw the Department's forecast
methodology has been improved to produce more accurate forecasting than
in prior years.

(4)  The reform plan's impact, as compared to the existing Medicaid Program, on
both providers and recipients in areas such as enrollmghin the
Medicaid system, access to services, quality of care, and payment
methodologies, and any other areas of comparison to help the General
Assembly evaluate the reform plan.

5) If regional demonstration projects, pilot projects, or similar projedtsbe
used to test a proposal, how the Department will ensure that the test
methodology is scientifically valid and consistent with social science
research methods.

(6) How financial risks will be allocated under the reform plan.

(7)  The mechanisms thugh which the Department and any contractors under
the reform plan would be held accountable for the implementation and
performance of the plan.

(8)  Shortterm costs to implement the plan and expected-teng savings in
future years from slowing the grdhvof costs.

(9)  Arrealistic time line for implementation.

(10) Draft Medicaid State Plan Amendments, Medicaid waivers, amendments to
State law, or other changes necessary to legally allow the Department to
implement its reform plan.

(11) Any other detaild information that would assist the General Assembly in
evaluating the strength of the reform plan and the plan's ability to
accomplish the goals set out in subsection (a) of this section.

SECTION 12H.1.(c) The Department is encouraged to and may subnaift d

Medicaid State Plan amendments, draft waiver applications, or other documents to the federal
government to solicit feedback on the Department's proposal prior to reporting to the General
Assembly. The Department shall not, however, submit any docamtentthe federal
government to implement the reform plan without legislation authorizing the Department to
implement the Department's reform plan.

SECTION 12H.1.(d) The Department shall submit its reform plan to the General
Assembly no later than March ,12014, but is encouraged to submit its plan as early as it
responsibly can.

SECTION 12H.1.(e) Advisory Group.i There is established the North Carolina
Medicaid Reform Advisory Group (Advisory Group) order to advise the Department of
Health and Humarservices in its development of its detailed plan to reform Medicaid. The
Advisory Group shall meet in order to (i) provide stakeholder input in a public forum and (ii)
ensure the transparency of the process of developing the reform proposal. The Adrasgry G
shall meet at the call of the chair.

The Advisory Group shall consist of the following five members, and the appointing
officer shall fill vacancies:
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(1) A Representative appointed by the Speaker of the House of Representatives.

(2) A Senator appointeby the President Pro Tempore of the Senate.

(3) Three persons appointed by the Governor, one of whom shall be designated

as the chair.

Legislative members of the Advisory Group shall receive per diem, subsistence, and
travel expenses as provided in GL30-3.1. Nonlegislative members of the Advisory Group
shall receive per diem, subsistence, and travel expenses as allowed und&86.8x, if the
member is a State employee, lodging and travel expenses as allowed und88@.S.

The Secretary of H#h and Human Services shall ensure adequate staff
representation and support from the Department of Health and Human Services.

The Advisory Group shall terminate on July 1, 2014.

SECTION 12H.1.(f) Eligibility of Legislation. i Legislation based on the
Department's reform proposal and recommended by the Advisory Group shall be eligible for
consideration when the 2013 General Assembly reconvenes in 2014, addl&:S:2 does
not apply to such legislation.

CLARIFY STATE PLAN AMENDMENT PROCEDURES

SECTION 12H.2.(a) Part 6 of Article 2 of Chapter 108A of the General Statutes is
amended by adding a new section to read as follows:
"8 108A54.1A. Amendments toMedicaid State Planand Medicaid Waivers.

(a) No provision in theMedicaid State Plan om a Medicall Waver may expand or
otherwise alter the scope or purpose of kedicaid pogram from that authorizebdy law
enacted by the General Assemlipr purposes of this sectiotfie term"amendments to the
State Plahincludes State Plan amendments, Waivensd Waiver amendments.

(b)  The Departmeninay submit amendments to the State Pdeaty as required under
any ofthe followingcircumstances

(1) Alaw enacted by the General Assembisects the Department to submiha
amendmento the State Plan

(2) A law enacted by the General Assembly makes a chtmdiee Medicaid
Programthat requires approval lilie federal government

(3) A change in federal law, including regulatory lawar, a change in the
interpretation of federal law by the federal governmeetuires an
amendmento the State Plan

(4) A change made by the Department to the Medi¢&idgramrequires an

(5)

amendmento the State Plarnf the change was within the authority granted
to the Department by State law.
An amendment to the State Plam@guired in response to an order of a court
of competent jurisdiction.

(6) An amendmento the State Plams requiredto ensure continued federal
financial participation.

(¢0 Amendmentdo the State Plasubmitted to the federal government for approval
shdl contain only those changes that are allowed by theoaity for submitting a amendment
to the State Plam subsection (bdf this section

(d) No fewer than 10 daygrior to submittingan amendmento the State Plato the
federal governmenthe Departmentshall postthe amendnenton its Web site and notify the
members of thdoint Legislative Oversight Committee on Health &hdnan Serviceandthe
Fiscal Research Divisiotihat the amendment has been pastdiils requirement shall not apply
to draftor proposed amendments submittedhe federal governmeribr comments but not
submitted for approvallf the authority for submitting themendmentto the State Plais
pursuant tosuldivision (3), (4), (5) or (6) of subsection (b) of this sectipthen, prior to
submitting an_amendment to the federal government, the Departmentsshalit to the
GeneralAssemblymembers receiving notice under this subsectiod to the Fiscal Research
Division an explanation of the amendment, tieed for the amendmerand the federal time
limits required for implementation of the amendment.

(e The Departmentshall submitan amendment to the State Plan ttee federal
governmenby a date sufficientio providethe federal governmemidequate time to review and
approvethe amendmentso the amendment may be effective the daterequired by the
directingauthority in subsection (lof this sectiot!

SECTION 12H.2.(b) G.S.108A-70.25 reads as rewritten:
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her requires
e-General

ent.
(@) The NC Health Choice program shall be administered and operated in accordance
with this Part and the GBlHealth Choice State Plan, as periodicallgyended by the Department
of Health and Human Servicaadapproved by the federal government
(b)  Therequirements irG.S.108A-54.1A shallapplyto NC Health Choice State Plan
amendmergin the same manner in which they apply to Medicaid State Plan ameens!
SECTION 12H.2.(c) The Department of Health and Human Services shall take
any and all action necessary to amend the Medicaid State Plan, Attachmei 8d@ion 5,
Page 2, which pertains to supplemental payments that increase reimbursemerdvierdge
commercial rate for certain eligible medical professional providers, in order to limit the
definition of eligible medical professional providers to only physicians employed by the East
Carolina University School of Medicine or the University obrith Carolina at Chapel Hill
School of Medicine as academic faculty. The supplemental payments shall be made only for
services provided at these schools of medicine.
SECTION 12H.2.(d) This section is effective when it becomes law.

CODIFY GENERAL POLICIES
SECTION 12H.3. G.S.108A-54 reads as rewritten:
"8 108A54. Authorization of Medical Assistance Program.

(@) The Department is authorized to establish a Medicaid Program in accordance with
Title XIX of the federal Social Security Act. The Department radgpt rules to implement the
Program. The State is responsible for the nonfederal share of the costs of medical services
provided under the Prograrm addition, the State shall pay one hundred percent (100%) of the
federal Medicare Part D clawback payrsennder the Medicare Modernization Act of 2004
P.L. 108173, as amended county is responsible for the county's cost of administering the
Program in that county.

e

(c) The MedicaidProgram shall bedministered and operat@&ud accordance with this
Partandthe North Carolina Medicaid State Plan aNdivers, as periodically amended by the
Department of Health and Human Services in accordanceGa&tl08A-54.1A andapprowed
by thefederal government

(d)  The Department shall ndake any actionghat the Department determines would
jeopardize thé&tatés qualification to receivéederal fundghrough the Medicai@®rogram”

CODIFY MEDICAID AS SECONDARY PAYOR

SECTION 12H.4. G.S.108A-55 is amended by adding a new subsection to read as
follows:
"8 108A55. Payments.
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(e) Medicaid is a secondary payor of clainfihe Department shall apply Medicaid
medical policy to recipients who have primary insurance other than Medicare, Medicare
Advantage, and Medicaidcor recipientswho have primary insurance oth#tran Medicare,
Medicare Advantage, or Medicaidhe Department shall pathe lesser of the Medicaid
Allowable Amount oran amount up to the actual coinsurance or deductible or diatine
primary payoy in accordance with the State Plan, as approved bebartment of Health and
Human Services. The Department may disregard application of this policy in cases where
application of the policy would adversely affect patient ¢are.

CODIFY COUNTIES SHARING IN FRAUD RECOVERY
SECTION 12H.5. Part 6 of Article 2 6 Chapter 108A of the General Statutes is

amended by adding a new section to read as follows:
"8 108A64.1. Incentives to counties to recover fraudent Medicaid expenditures

The Department of Health and Human ServicBsvision of Medical Assistanceshall
provide incentives to counties that successfully recover fraudulently spent Medicaid funds by
sharing State savings with counties responsible for the recovery of the fraudulently spent
funds’

CODIFY CHANGES TO MEDICAL POLICY
SECTION 12H.6.(a) G.S.108A-54.2 reads as rewritten:
"8 108A54.2. Procedures for changing medical policy.

(@ The Department shall adopt rules to develop, amend, and adopt medical coverage
policy for Medicaid and NC Health Choide accordance with this section.

(b) Medical coerage policy is defined as those policies, definitions, or guidelines
utilized to evaluate, treat, or support the health or developmental conditions of a recipient so as
to determine eligibility, authorization or continued authorization, medical necessityse of
treatment and supports, clinical outcomes, and clinical supports treatment practices for a
covered procedure, product, or servigiedical coverage policy is subject to the following:

(1)  During the development of new medical coverage policgroendment to
existing medical coverage policthe Department shaltonsult with and
seek the advice of the Physician Advisory Group and other organizations the
Secretary deems appropriate. The Secretary shall also consult with and seek
the advice of offimals of the professional societies or associations
representing providers who are affected by the new medical coverage policy
or amendments to existing medical coverage policy.

(2) At least 45 days prior to the adoption of new or amended medical coverage
policy, the Department shall:

a. Publish the proposed new or amended medical coverage policy on
the Department's Web site;

b. Notify all Medicaid and NC Health Choiceproviders of the
proposed, new, or amended policy; and

C. Upon request, provide personspas of the proposed medical
coverage policy.

3) During the 45day period immediately following publication of the proposed
new or amended medical coverage politye Department shadlccept oral
and written comments on the proposed new or amended policy

(4) If, following the comment period, the proposed new or amended medical
coverage policy is modified, then the Department shall, at least 15 days prior
to its adoption:

a. Notify all Medicaidand NC Health Choicproviders of the proposed

policy;

b. Upon request, provide persons notice of amendments to the proposed
policy; and

C. Accept additional oral or written comments during this-d&y
period.

(c) If the adoption of new or amended medical coverage poigiescessitatetdy an
act of the General Agmblyor a change in federal lawhenthe 45 and 15day time periods
specified insubsection (b) of this sectiahall instead be 3Gnd 10day time periods.
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(d) Unless directed to do so by the General Assembé&/Diepartment shall not change
medicalpolicy affecting the amount, sufficiency, duration, and scope of health care services
and who may provide services until the Division of Medical Assistance has prepared a
five-year fiscal analysis documenting the increased cost of the proposed changdical me
policy and submitted it for departmental revie@hanges to medical policy affecting the
amount, sufficiency, duration, and scope of health care services and who may provide services
are subject to the following:

1) If the fiscal impact indicated bthe fiscal analysis for any proposed medical
policy change exceedve hundred thousand dollars ($500,000)total
requirements forMedicaid or fifty thousand dollars ($50,000) in _total
requirements forNC Health Choice fora given fiscal year, then the
Department _shall submit the proposed medical policy chamdlee fiscal
analysis to the Office of State Budget and Management and the Fiscal
Research Division. The Department shall not implemiet proposed
medical policy changenless the source of $afunding is identified and
approved by the Office of State Budget and Management.

2 If the medical policychange meets the requirement threshglascified in
subdivision (1) of this subsectidnut isrequiredfor compliance with federal
law, thenthe Department shall submit the proposed medical policy or policy
interpretation change with the fiyear fiscal analysis to the Office of State
Budget and Management prior to implementing the change.

The Department shadinnually reportby Novemberl of eaf year, all medical policy changes
with total requirements of less than the amount specified in subdivision (1) of this sub&ection
the Office of State Budget and Management and the Fiscal Research Difigiehegislative
Services Commissioh

SECTION 12H.6.(b) G.S.108A-54.3 is repealed.

SECTION 12H.6.(c) G.S.150B-1(d)(9) reads as rewritten:

"(9) The Department of Health and Human Services in adopting new or
amending existing medical coverage policieslerfor the State Medicaid

ndNC Hedth Choiceprograns pursuant to G.SL08A-54.2."

SECTION 12H.6.(d) This section is effective when it becomes law.

PROVIDER APPLICATION AND RECREDENTIALING FEE

SECTION 12H.7. The Department of Health and Human Services, Division of
Medical Assistance, sii charge an application fee of one hundred dollars ($100.00), and the
amount federally required, to each provider enrolling in the Medicaid Program for the first
time. The fee shall be charged to all providers at recredentialing every three years.

CODIFY ELECTRONIC TRANSACTION REQUIREMENTS FOR PROVIDERS

SECTION 12H.8. Chapter 108C of the General Statutes is amended by adding a
new section to read as follows:
"8 1085-13. Electronic transactions.

(a Providers shall follow the Departmésnt established pcedures for securing
electronic payments, and the Department shall not provide routine provider payments by check.
Medicaid providers shall file claims electronically, except that nonelectronic claims submission
may be required when it is in the best ies# of the Department.

(b) Providers shall submit Preadmission Screening and Annual Resident Reviews
(PASARR) through the DepartméntWeb-based tool or through a vendor with interface
capability to submit data into theb-based PASARR.

(c) Providers shibhsubmit requests for prior authorizations electronicallyWiab site.
Providers shall access their authorizations via online portals rather than receiving hard copies
by mail. Providers shall receive copies of adverse decisions electronidétiyugh recipients
shall receive adverse decisions via certified mail

(d) Providers shall submit their provider enrollment applications onlifiée
Department shall accept electronic signatures rather than require receipt of signed hatd copies.

CLARIFY RULE MAK ING
SECTION 12H.9.(a) G.S.108A-54(b) is recodified as G.308A-54.1B(a).
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SECTION 12H.9.(b) G.S.108A-54.1B, as created by subsection (a) of this
section, reads as rewritten:
"§ 108A-54.1B. Adoption of rules; State Plars, including amendments and waives to
State Planshave effect ofrules.

(& The Department is expressly authorized to adopt temporary and permanent rules to
implement or define the federal laws and regulations, the North Carolina State Plan of Medical
Assistance, and the North CaroliBtate Plan of the Health Insurance Program for Children,
the terms and conditions of eligibility for applicants and recipients of the Medical Assistance
Program and the Health Insurance Program for Children, audits and program integrity, the
services, goosl supplies, or merchandise made available to recipients of the Medical
Assistance Program and the Health Insurance Program for Children, and reimbursement for the
services, goods, supplies, or merchandise made available to recipients of the Medical
Assistince Program and the Health Insurance Program for Children.

(b) Rule-making authority granted under this sectiimn particular circumstancesr
programsis in addition to anyther rulemaking authority grantedo the Departmentinder
Chapter 150B of th&eneral Statutes

© Prior to filing a temporary rule authorized und&.S.150B-21.1(a)(17)with the
Rules Review Commission and the Office of Administrative Hearings, the Department shall
consult with the Office of State Budget and Management on thehpe@discal impact of the
temporary rule and its effect on State appropriations and local governments.

(d)  State Plans, State Plan Amendments, and Waivers approved by the Centers for
Medicare and Medicaid Services (CMS) for the North Carolina Medicaigr&roand the §

Health Choice prograrshall have the force and effect of rules adopted pursuant to Article 2
of Chapter 150Bf the General Statutés

SECTION 12H.9.(c) G.S.150B-1(d) is amended by adding a new subdivision to
read as follows:

"(d) Exemptons from Rule Makingi Article 2A of this Chapter does not apply to the
following:

é
(22) The Department of Health and Human Servigh respect to the content
of State Plans, State Plan Amendments, and Waivers approved by the
Centers for Medicare andedicaid Services (CMS) for the North Carolina
Medicaid Program anthe NC Health Choiceprogram®
SECTION 12H.9.(d) G.S.150B-21.1(a) is amended by adding a new subdivision
to read as follows:
"(@) Adoption.i An agency may adopt a temporary rule wheimds that adherence to
the notice and hearing requirements of G&)B-21.2 would be contrary to the public interest
and that the immediate adoption of the rule is required by one or more of the following:

é

(17) To maximize receipt of federal fundlsr the Medicaid or NC Health Choice
programswithin existing State appropriations, to reduce MedicatidNC
Health Choiceexpenditures, and to redubgedicaid and NC Health Choice
fraud and abusé

MEDICAID ELIGIBILITY; ADJUSTMENT TO HEALTH CHOICE ELIGIBILI TY
SECTION 12H.10.(a) Families and children who are categorically and medically
needy are eligible for Medicaid, subject to the following annual income levels:

Categorically Medically
Family Needy Needy
Size Income Level Income Level
1 $ 4,344 $2,90
2 5,664 3,800
3 6,528 4,400
4 7,128 4,800
5 7,776 5,200
6 8,376 5,600
7 8,952 6,000
8 9,256 6,300
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The Department of Health and Human Services shall provide Medicaid coverageaindl9
20-yearolds under this subsection in accordance with fedetat and regulations. Medicaid
enrollment of categorically needy families with children shall be continuous for one year
without regard to changes in income or assets.

SECTION 12H.10.(b) For the following Medicaid eligibility classifications for
which the federal poverty guidelines are used as income limits for eligibility determinations,
the income limits will be updated each April 1 immediately following publication of federal
poverty guidelines. The Department of Health and Human Services, Divisitdvedical
Assistance, shall provide Medicaid coverage to the following:

(1)  All elderly, blind, and disabled people who have incomes equal to or less

than one hundred percent (100%) of the federal poverty guidelines.

(2) Pregnant women with incomes equabtdess than one hundred eigffitye
percent (185%) of the federal poverty guidelines and without regard to
resources. Services to pregnant women eligible under this subsection
continue throughout the pregnancy but include only those related to
pregnancy ad to those other conditions determined by the Department as
conditions that may complicate pregnancy.

3) Infants under the age of one with family incomes equal to or less than two
hundred percent (200%) of the federal poverty guidelines and withoudregar
to resources.

4) Children aged one through five with family incomes equal to or less than
two hundred percent (200%) of the federal poverty guidelines and without
regard to resources.

(5)  Effective until January 1, 2014, children aged six through 18 vamily
incomes equal to or less than one hundred percent (100%) of the federal
poverty guidelines and without regard to resources.

(6)  Effective January 1, 2014, children aged six through 18 with family incomes
equal to or less than one hundred ththyee percent (133%) of the federal
poverty guidelines and without regard to resources.

(7)  Workers with disabilities described in GR8A-66A with unearned income
equal to or less than one hundred fifty percent (150%) of the federal poverty
guidelines.

The Department of Health and Human Services, Division of Medical Assistance, shall also
provide family planning services to men and women of childbearing age with family incomes
equal to or less than one hundred eigitg percent (185%) of the federal powyeguidelines

and without regard to resources.

SECTION 12H.10.(c) The Department of Health and Human Services, Division of
Medical Assistance, shall provide Medicaid coverage to adoptive children with special or
rehabilitative needs, regardless of thed/e family's income.

SECTION 12H.10.(d) The Department of Health and Human Services, Division of
Medical Assistance, shall provide Medicaid coverage to "independent foster care adolescents,"
ages 18, 19, and 20, as defined in section 1905(w)(1) dddbel Security Act (42 U.S.C. §
1396d(w)(1)), without regard to the adolescent's assets, resources, or income levels.

SECTION 12H.10.(e) The Department of Health and Human Services, Division of
Medical Assistance, shall provide Medicaid coverage to wontemneed treatment for breast
or cervical cancer and who are defined in 42 U.S.C. § 1396a(a)(10)(A)(ii)(XVIII).

SECTION 12H.10.(f) G.S.108A-54.1 is recodified as G.308A-66.1.
G.S.108A-66.1(a), as recodified by this subsection, reads as rewritten:

"(a) Title. T This aetsectionmay be cited as the Health Coverage for Workers With
Disabilities Act. The Department shall implement a Medicaid-ibugligibility category as
permitted under P.L. 10670, Ticket to Work and Work Incentives Improvement Acl$99.

The Department shall establish rules, policies, and procedures to implement this act in
accordance with this section."

SECTION 12H.10.(g) Effective January 1, 2014, G.808A-70.21(a)(1)d. reads as
rewritten:

"8 108A70.21. Program eligibility; benefits; enrollment fee and other cossharing;
coverage from private plans; purchase of extended coverage.

€)) Eligibility. 7 The Department may enroll eligible children based on availability of
funds. Following are eligibility and other requirements fartigipation in the Program:
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(2) Children must:
a. Be between the ages of 6 through 18;

b. Be ineligible for Medicaid, Medicare, or other federal
governmentsponsored health insurance;
C. Be uninsured;

d. Be in a family whose family income is abowae-hulred-percent
200%)-one hundred thirtyhree percent (133%}hrough two
hundred percent (200%) of the federal poverty level;

e. Be a resident of this State and eligible under federal law; and

f Have paid the Program enrollment fee required under this Part

é. n

NC HEALTH CHOICE TEMPORARY EXTENDED COVERAGE

SECTION 12H.11. An enrollee in the NC Health Choice program who loses
eligibility due to reaching the age of 19 on or after June 1, 2013, may purchase at full premium
cost continued coverage under the IN@alth Choice program until the end of the month
following the date on which the Secretary of the United States Department of Health and
Human Services determines that the North Carolina federally facilitated Health Benefits
Exchange is fully operational'lhe benefits, cgpayments, and other conditions of enroliment
under the NC Health Choice program applicable to extended coverage purchased in accordance
with this section shall be the same as those applicable to an NC Health Choice enrollee who has
not yd reached the age of 19.

STUDY POTENTIAL SAVI NGS THROUGH THE PURCHASE OF INSURANCE

SECTION 12H.12. The Department of Health and Human Services shall study the
opportunities for savings in overall State funding by purchasing health insurance for persons
who are currently served by programs administered by the Department. The Department shall
look broadly at all of its programs, including, but not limited to, Medicaid, AIDS Drug
Assistance, and disability programs, for instances where purchasing privatenoes for an
individual may be less costly for the State than the current program serving the individual. The
Department shall report on its findings to the Joint Legislative Oversight Committee on Health
and Human Services no later than April 1, 2014.

MODIFICATIONS TO EXISTING COVERED SERVICES AND PAYMENT FOR
SERVICES

SECTION 12H.13.(a) Except as otherwise provided in this act, the allowable State
plan services, cpays, reimbursement rates, and fees shall remain the same as those effective
June 30, 203. Except as otherwise provided in this act and to the extent allowable under
federal law, the adjustments made in this section apply to both the Medicaid Program and the
NC Health Choice program.

SECTION 12H.13.(b) Effective July 1, 2013, any rate metldagies that contain
an automatic inflationary or increase factor shall not increase above the rate in effect on June
30, 2013, unless the rate is otherwise increased by the General Assembly. Interim hospital
outpatient services' percentage of cost usep&yment shall be adjusted to compensate for
expected inflation that hospitals would be eligible for, and cost settlement will only be up to the
percentage in subsection (e) of this section. The following rates are excluded from this
subsection: Federallualified Health Centers, Rural Health Centers, critical access hospitals,
StateOperated services, Hospice, Part B and D Premiumsghng and HMO premiums,
drugs, MCO capitation payments, and nursing home direct care services case mix index
increass.

SECTION 12H.13.(c) Effective November 1, 2013, nominal-pays for Medicaid
are increased to the maximum amount allowed by the Centers for Medicare and Medicaid
Services (CMS) as of June 30, 2013.

SECTION 12H.13.(d) Effective January 1, 2014, the folling changes are made
to allowable State plan services:

(1) Ofthe 22 visits allowed per recipient per fiscal year for professional services

provided by physicians, nurse practitioners, numsgwives, physician
assistants, clinics, and health departmemisr authorization is required for
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visits in excess of 10 within a year. This limitation and prior authorization
requirement does not apply to chronic conditions.
(2)  Adult rehabilitation home visits for sep and training are limited to three
within a12-month period.
SECTION 12H.13.(e) Effective January 1, 2014, the percentage of allowable costs
for hospital outpatients is reduced from eighty percent (80%) to seventy percent (70%).
SECTION 12H.13.(f) Effective January 1, 2014, the following changes made
to drug reimbursements:
(2) Prices based on the Wholesale Acquisition Cost (WAC) shall be paid at one
hundred one percent (101%) of WAC.
(2) Prices based on the State Medicaid Average Costs (SMAC) shall be paid at
one hundred fifty percent (150%) SMAC.
(3) The rate for dispensing brand drugs is reduced by one dollar ($1.00).
SECTION 12H.13.(g) In order to achieve costavings and improve health
outcomes, the Department of Health and Human Services, Division of Medical Assistance, may
impose pror authorization requirements and other restrictions on medications prescribed to
Medicaid and Health Choice recipients for the treatment of mental illness, including, but not
limited to, prior authorization requirements and restrictions on (i) medicatiotise Preferred
Drug List (PDL) that are prescribed for the treatment of mental iliness and (ii) medications for
attention deficit hyperactivity disorder (ADHD) or attention deficit disorder (ADD) that are
prescribed to juveniles for eflbel uses.

ADDITIONAL MANAGEMENT OF DRUG UTILIZATION

SECTION 12H.13A. The Department of Health and Human Services shall work

with Community Care of North Carolina (CCNC) to do the following:

(1) Ensure better pharmacy management, including compliance by Medicaid
recipients with taking their prescription drugs and compliance by pharmacy
providers with the CCNC protocols.

(2) Identify Medicaid recipients who are frequent users of pharmacy services
and coordinate with physicians and pharmacists to implement steps to
enhane CCNC care management programs.

ADMINISTRATIVE HEARI NGS FUNDING; CONTINGENCY FEES TO AUDIT
CONTRACTORS

SECTION 12H.16.(a) The Department of Health and Human Services
(Department) shall transfer the sum of one million dollars ($1,000,000) for the22043
fiscal year and the sum of one million dollars ($1,000,000) for the-2015 fiscal year to the
Office of Administrative Hearings (OAH). These funds shall be allocated by the OAH for
mediation services provided for Medicaid applicant and recipientagpp@d to contract for
other services necessary to conduct the appeals process. OAH shall continue the Memorandum
of Agreement (MOA) with the Department for mediation services provided for Medicaid
recipient appeals and contracted services necessarmdocatahe appeals process. The MOA
will facilitate the Department's ability to draw down federal Medicaid funds to support this
administrative function. Upon receipt of invoices from OAH for covered services rendered in
accordance with the MOA, the Depadnt shall transfer the federal share of Medicaid funds
drawn down for this purpose.

SECTION 12H.16.(b) Chapter 108C of the General Statutes is amended by adding
a new section to read as follows:
"8 108C-5.1 Postpayment review andrecovery audit contracts.

The Department shall not pay contingent f@essuant toany contract with an entity

conducing Medicaidpostpayment reviews drecoveryAudit Contracbr (RAC) auditshefore
all appeal rights have been exhaustedy Aontingent fedor Medicaid postpayment reviews
or RAC auditsshall becalculated as percentage of the amount of fimeal overpayment, as
defined in G.S.108G2(5). The State shareof the contingent fee paid foMedicaid
postpayment reviews or RAC audits shall not excéwesl State sha of the amountactually
recoveed by the Departmemind applied to thénal overpayment.

SECTION 12H.16.(c) Subsection (b) of this section applies only to contracts
entered into or amended on or after the date this act becomes law.
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CODIFY PROVIDER PE RFORMANCE BONDS

SECTION 12H.17.(a) Chapter 108C of the General Statutes is amended by adding
a new section to read as follows:
"8 108C-14. Provider performance bonds.

(a) Subject to the provisions of this section, the Department may require
Medicaidenrdled providers to purchase a performance bond in an amount not to exceed one
hundred thousand dollars ($100,000) naming as beneficiary the Department of Health and
Human Services, Division of Medical Assistance, or provide to the Department a validly
execued letter of credit or other financial instrument issued by a financial institution or agency
honoring a demand for payment in an equivalent amount. The Department may require the
purchase of a performance bond or the submission of an executed lettedibbc financial
instrument as a condition of initial enroliment, reenrollmestredentialingor reinstatement if
any of the following are true

(1) The provider fails to demonstrate financial viability.
(2) The Department determines there is sigaificpotential for fraud and abuse.
(3) The Department otherwise finds it is in the best interest of the Medicaid
program to do so.
The Department shall specify the circumstances under which a performance bond or executed
letter of credit will be required.

(b) The Department may waive or limit the requirements of subsection (a) of this
section for individual Medicaignrolled providers or for one or more classes of
Medicaidenrolled providers based on the following:

(1) The provides or provider class dolar amount of monthly billings to
Medicaid.

(2) The length of time an individual provider has been licensed, endorsed,
certified, or accredited in this State to provide services.

(3) The length of time an individual provider has been enrolled to provide

(4)

Medicaid services in this State.
The provide's demonstrated ability to ensure adequate record keeping,
staffing, and services.
(5) The need to ensure adequate access to care.
In waiving or limiting requirements of this section, the Department shalitéxe&onsideration
the potential fiscal impact of the waiver or limitation on the State Medicaid Program. The
Department shall provide to the affected provider written notice of the findings upon which its
action is based and shall include the performdw® requirements and the conditions under
which a waiver or limitation apply.
SECTION 12H.17.(b) The Department may adopt temporary rules in accordance
with G.S.150B-21.1 as necessary to implement G.@&G 14, as enacted by this section.

SHARED SAVINGS PLAN WITH PROVIDERS

SECTION 12H.18.(a) The Department of Health and Human Services shall
consult with providers affected by subsection (b) of this section to develop a shared savings
plan that the Department shall implement by July 1, 2014, with geoygayments beginning
January 1, 2015. The shared savings plan shall provide incentives to provide effective and
efficient care that results in positive outcomes for Medicaid and NC Health Choice recipients.
Payments under the shared savings plan shaalokfrom funds withheld under subsection (b)
of this section, and payments to members of a particular provider group shall come from the
funds withheld from that group.

SECTION 12H.18.(b) During the 2012015 fiscal biennium, the Department of
Health anl Human Services shall withhold three percent (3%) of payments for the following
services rendered to Medicaid and NC Health Choice recipients on or after January 1, 2014:

(2) Inpatient hospital.

(2) Physician, excluding primary care until January 1, 2015.

3) Dental.

(4)  Optical services and supplies.

(5) Podiatry.

(6) Chiropractors.

(7) Hearing aids.

(8) Personal care services.
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(9) Nursing homes.

(10) Adult care homes.

(11) Dispensing drugs.

Funds from payments withheld under this section that are bubigetee shared with providers
shall not revert to the General Fund.

SECTION 12H.18.(c) The Department of Health and Human Services shall report
to the Joint Legislative Oversight Committee on Health and Human Services on the
development of the shared sayg$s program established by this section no later than March 1,
2014.

SECTION 12H.18.(d) The Department of Health and Human Services shall use
funds withheld from payments for drugs to develop with Community Care of North Carolina
(CCNC) a program for Medaid and Health Choice recipients based on the ChecKmeds NC
program. The program shall include the following:

1 At least 50 community pharmacies by June 30, 2015.

(2)  Atleast 500 community pharmacies in at least 70 counties by June 30, 2016.

(3) A per member per month (PMPM) payment for care coordination and

population health services provided in conjunction with CCNC.

(4) A pay for performance payment.

MODIFY HOSPITAL PROVIDER ASSESSMENTS BY CHANGING AMOUNT
RETAINED BY STATE TO A PERCENTAGE
SECTION 12H.19.(a) G.S.108A-121(8) reads as rewritten:
"(8) State's annual Medicaid payment. Ferty-three—million—dellars
For an assessmentollectedunder thisArticle, an amount
equal totwentv-flve and ninetenths percent (25.9%)f the total amaunt
collectedunder the assessmeént.
SECTION 12H.19.(b) G.S.108A-124 reads as rewritten:
"8 108A-124. Use of assessment proceeds.
€) Use. i The proceeds of the assessments imposed under this Article and all
corresponding matching federal funds must use=d to make the State annual Medicaid
payment to the State and the Medicaid equity payments and UPL payments to hospitals.
(b)  Quarterly Paymentd. Within sevenbusinessdays ef-following the due date for
each quarterly assessment imposed underX®&\-123, the Secretary must do the following:
e

nt.

(1) Pay to each hospital that has paid its equity assessment for the respective
guarter twentyfive percent (25%) of its Medicaid equity payment amount. A
hospital's Medicaid equity payment amount is the sum of the hospital's
Medicaid inpatient and outpatient deficits after calculating all other
Medicaid payments, excluding disproportionate share hogajanents and
the UPL payment remitted to the hospital under subdivigg)f®) of this
subsection.

3)(2) Pay to the primary affiliated teaching hospital for the East Carolina
University Brody School of Medicine, to the critical access hospitals, and to
each hospital that has paid its UPL assessment for the respective quarter
twenty-five percent (25%) of its UPL payment amount, as determined under
subsection (c) of this section.

é. "

SECTION 12H.19.(c) Article 7 of Chapter 108A of the General Statutes is

amended by adding a new section to read as follows:
"8 108A128. Payment for providers formerly subject to this Article.

If a hospital provider (i) is exempt from both the equity and UPL assessments under this
Article, (ii) makes an intergovernmental ted@r (IGT) to the Department of Health and Human
Servicesto be usedo draw downmatchingfederal funds, and (iii) has acquired, merged,
leased, or managed another provider on or after March 25, 2011, then the hospital provider
shall transfer to the Statn additional amount, which shall be retained by the State. The
additional amount shall beventy-five and ninetenths percent (25.9%f the amount of funds
that (i) would be transferred to the State through such an IGT and (ii) are to be us#dio
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additional federal fundgthat the hospital providds able to eceive because of the acquired,
merged, leased, or managed provitler

MODIFY MEDICAID RATE METHODOLOGIES FOR RECENTLY ACQUIRED
PROVIDERS; CREATE REGIONAL BASE RATES FOR HOSPITALS
SECTION 12H.20.(a) The Department of Health and Human Services shall
modify Medicaid rate methodologies to ensure that rates paid to hospital or physician providers
that were acquired, merged, leased, or managed after December 31, 2011, do not exceed rates
that wouldhave been paid if the provider had not been acquired, merged, leased, or managed.

SECTION 12H.20.(b) The Department of Health and Human Services, Division of

Medical Assistance, shall replace the existing base rates for individual hospitals with new
regional base rates for all hospitals within a given region. The Department shall consult with
hospitals to define the regions and to identify appropriate regional differences in order to
establish regional base rates. The new regional base rates shall atothed:

(2) Maintain the same statewide total for the base rates for all hospitals as before
the base rate revision, after first adjusting the statewide total based on the
changes to rates made by subsection (a) of this section.

(2)  Ensure the sustaindity of small rural hospitals, ensuring access to care.

COMMUNITY CARE OF NORTH CAROLINA COST -EFFECTIVENESS AND
OUTCOMES STUDY; CONTINUED REPORTING

SECTION 12H.21.(a) The Office of the State Auditor shall, as recommended in its
January 2013 performanceudit of the Medicaid Program, engage nationally recognized
medical researchers to perform a scientifically valid study based upon actual data to determine
whether the Community Care of North Carolina (CCNC) model saves money and improves
health outcomes. fiis study shall begin during fiscal year 2€A@&14 and shall, if possible, be
completed by the end of that fiscal yeaneTDepartment of Health and Human Services shall,
upon the direction of and in amounts specified by the Office of the State Auditke, ma
payments to the contractor hired by the Office of the State Auditor from the one hundred
thousand dollars ($100,000) appropriated elsewhere in this budget for this study as well as from
federal Medicaid matching funds available for this study.

SECTION 12H.21.(b) North Carolina Community Care Networks, Inc. (NCCCN),
shall report quarterly to the Department and to the Office of State Budget and Management
(OSBM) on the development of the statewide Enhanced Primary Care Case Management
System and its defed goals and deliverables as agreed upon in the contract. NCCCN shall
submit biannual reports to the Secretary of Health and Human Services, OSBM, the House of
Representatives Appropriations Subcommittee on Health and Human Services, the Senate
Appropriatons Committee on Health and Human Services, and the Fiscal Research Division on
the progress and results of implementing the quantitative, analytical, utilization, quality, cost
containment, and access goals and deliverables set out in the contract. SE&I@ENnduct its
own analysis of the CCNC system to identify any variations from the development plan for the
Enhanced Primary Care Case Management System and its defined goals and deliverables set
out in the contract between the Department of HealttHamdan Services, Division of Medical
Assistance (DMA), and NCCCN. Upon identifying any variations, NCCCN shall develop and
implement a plan to address the variations. NCCCN shall report the plan to DMA within 30
days after taking any action to implement piten.

COMMUNITY CARE OF NORTH CAROLINA TO SET AND PAY PER MEMBER

PER MONTH PAYMENTS ON PERFORMANCE BASIS TO ENCOURAGE

BETTER CARE MANAGEMENT

SECTION 12H.22.(a) The Department of Health and Human Services shall

contract with Community Care Networks, IfBLCCCN), to administer and distribute the funds
currently allocated to per member per month (PMPM) payments for Community Care of North
Carolina (CCNC) primary care providers. NCCCN shall distribute one hundred percent (100%)
of the funds allocated to PNUP payments to primary care providers on a care management
performance basis using criteria developed by NCCCN. In developing its pay for performance
model, NCCCN shall (i) ensure an adequate statewide network of participating CCNC primary
care providers ah(ii) adopt a payment level of zero dollars ($0.00) for providers who do not
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satisfactorily participate in CCNC care management initiatives. Perforriasesl payments
shall begin on July 1, 2014.

SECTION 12H.22.(b) PMPM payments from the Department t€KC primary
care providers shall continue until the implementation of the perforrzasmd payment
system.

SECTION 12H.22.(c) The Department shall consult with the Joint Legislative
Oversight Committee on Health and Human Services on the perforrhaseke payment
proposal from NCCCN to incentivize better care management from primary care providers. If
the Department submits a report and requests a meeting for the consultation, but the Oversight
Committee does not hear the consultation within 90 dayseofdfuest, then the consultation
requirement shall be deemed waived by the Oversight Committee. The report submitted for
consultation shall include the following:

Q) Measureable elements that will be used to differentiate care management

performancebasedpayments from the existing PMPM payments.

(2) A comparison of the performance plan to other measures such as the
Healthcare Effectiveness Data and Information Set (HEDIS) or other
national performance or quality measures.

(3)  The specific structure of whepayments would be made.

(4)  Animpact calculation of prospective payments under the perforrzasss
payment plan and the current PMPM rates.

SECTION 12H.22.(d) Subsection (a) of this section is contingent upon both of the

following:

(1) The Departmerd successful renegotiation of and modification to the
existing contract or entering into a new contract with NCCCN to administer
and distribute performandssed payments, as provided in subsection (a) of
this section.

(2)  The consultation required undeubsection (c) of this section or an implied
waiver of the consultation requirement, as provided in subsection (c) of this
section.

ACCOUNTING FOR MEDICAID RECEIVABLES AS NONTAX REVENUE

SECTION 12H.24.(a) Receivables reserved at the end of the 28B4 and
20142015 fiscal years shall, when received, be accounted for as nontax revenue for each of
those fiscal years.

SECTION 12H.24.(b) For the 2013014 fiscal year, the Department of Health
and Human Services shall deposit from its revenues one hundrednillion dollars
($110,000,000) with the Department of State Treasurer to be accounted for as nontax revenue.
For the 2014015 fiscal year, the Department of Health and Human Services shall deposit
from its revenues one hundred nine million dollars @000,000) with the Department of
State Treasurer to be accounted for as nontax revenue. These deposits shall represent the return
of General Fund appropriations, nonfederal revenue, fund balances, or other resources from
Stateowned and Stateperated hqstals which are used to provide indigent and-imahgent
care services. The return from Statened and Stateperated hospitals to DHHS will be made
from nonfederal resources in an amount equal to the amount of the payments from the Division
of Medical Assistance for uncompensated care. The treatment of any revenue derived from
federal programs shall be in accordance with the requirements specified in the Code of Federal
Regulations, Title 2, Part 225.

MEDICAID SPECIAL FUND TRANSFER

SECTION 12H.25. Of the funds transferred to the Department of Health and
Human Services for Medicaid programs pursuant to $43G9-1, there is appropriated from
the Medicaid Special Fund to the Department of Health and Human Services the sum of
forty-three million dollars($43,000,000) for the 2012014 fiscal year and the sum of
forty-three million dollars ($43,000,000) for the 262@15 fiscal year. These funds shall be
allocated as prescribed by GI183G9-1(b) for Medicaid programs. Notwithstanding the
prescription inG.S.143G9-1(b) that these funds not reduce State general revenue funding,
these funds shall replace the reduction in general revenue funding effected in this act.

MEDICAID COST CONTAINMENT ACTIVITIES
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SECTION 12H.26.(a) The Department of Health and HamServices may use up
to five million dollars ($5,000,000) in the 20P®14 fiscal year and up to five million dollars
($5,000,000) in the 2012015 fiscal year in Medicaid funds budgeted for program services to
support the cost of administrative actiggi when coseffectiveness and savings are
demonstrated. The funds shall be used to support activities that will contain the cost of the
Medicaid Program, including contracting for services, hiring additional staff, funding pilot
programs, Health Informath Exchange and Health Information Technology (HIE/HIT)
administrative activities, or providing grants through the Office of Rural Health and
Community Care to plan, develop, and implement cost containment programs.

Medicaid cost containment activities magclude prospective reimbursement
methods, incentivdased reimbursement methods, service limits, prior authorization of
services, periodic medical necessity reviews, revised medical necessity criteria, service
provision in the least costly settings, plasnagnetiestripped Medicaid identification cards for
issuance to Medicaid enrollees, fraud detection software or other fraud detection activities,
technology that improves clinical decision making, credit balance recovery and data mining
services, andtber cost containment activities. Funds may be expended under this section only
after the Office of State Budget and Management has approved a proposal for the expenditure
submitted by the Department. Proposals for expenditure of funds under this séetion s
include the cost of implementing the cost containment activity and documentation of the
amount of savings expected to be realized from the cost containment activity.

SECTION 12H.26.(b) The Department shall report annually on the expenditures
under this section to the House of Representatives Appropriations Subcommittee on Health and
Human Services, the Senate Appropriations Committee on Health and Human Services, and the
Fiscal Research Division. The report shall include the methods used to ackiegs sad the
amount saved by these methods. The report is due to the House of Representatives
Appropriations Subcommittee on Health and Human Services, the Senate Appropriations
Committee on Health and Human Services, and the Fiscal Research Divisiatendhan
December 1 of each year for the activities of the previous State fiscal year.

MISCELLANEOUS MEDICAID PROVISIONS

SECTION 12H.27.(a) Volume Purchase Plans and Single Source Procureiment.
The Department of Health and Human Services, DivisioMedical Assistance, may, subject
to the approval of a change in the State Medicaid Plan, contract for services, medical
equipment, supplies, and appliances by implementation of volume purchase plans, single
source procurement, or other contracting processerder to improve cost containment.

SECTION 12H.27.(b) Cost Containment Programs.The Department of Health
and Human Services, Division of Medical Assistance, may undertake cost containment
programs, including contracting for services, preadmisdimh®spitals, and prior approval for
certain outpatient surgeries before they may be performed in an inpatient setting.

SECTION 12H.27.(c) Posting of Notices on Web Site.For any public notice of
change required pursuant to the provisions of 42 C.&.847.205, the Department shall, no
later than seven business days after the date of publication, publish the same notice on its Web
site on the same Web page as it publishes State Plan amendments, and the notice shall remain
on the Web site continuouslgrf90 days.

SECTION 12H.27.(d) Medicaid Identification Cardsi The Department shall
issue Medicaid identification cards to recipients on an annual basis with updates as needed.

CONTINUE A+KIDS REGISTRY AND ASAP INITIATIVE

SECTION 12H.28.(a) Community Gire of North Carolina (CCNC) and the
Department of Health and Human Services, Division of Medical Assistance, shall continue to
do the following:

(1)  Monitor the prescription and administration of atypical antipsychotic
medications to Medicaid recipientader the age of 18 through the About
the Antipsychotic§ Keeping It Documented for Safety (A+KIDS) Registry.

(2) Utilize a prior authorization policy for ofbel antipsychotic medication
prescribing with safety monitoring for Medicaid recipients 18 aidkr
through the Adult Safety with Antipsychotic Prescribing (ASAP) Initiative.

SECTION 12H.28.(b) No later than April 1, 2014, Community Care of North

Carolina (CCNC) and the Department of Health and Human Services shall report to the Joint
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