GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2005

SESSION LAW 2006-66
SENATE BILL 1741

AN ACT TO MODIFY THE CURRENT OPERATIONS AND CAPITAL
APPROPRIATIONS ACT OF 2005, TO INCREASE TEACHER AND STATE
EMPLOYEE PAY, TO REDUCE THE SALES TAX RATE AND THE INCOME
TAX RATE APPLICABLE TO MOST SMALL BUSINESSES, TO CAP THE
VARIABLE WHOLESALE COMPONENT OF THE MOTOR FUEL TAX RATE
AT ITS CURRENT RATE, TO ENACT OTHER TAX REDUCTIONS, AND TO
PROVIDE FOR THE FINANCING OF HIGHER EDUCATION FACILITIES
AND PSYCHIATRIC HOSPITALS AND OTHER CAPITAL PROJECTS.

The General Assembly of North Carolina enacts:

PART I. INTRODUCTION AND TITLE OF ACT

INTRODUCTION

SECTION 1.1. The appropriations made in this act are for maximum
amounts necessary to provide the services and accomplish the purposes described in the
budget. Savings shall be effected where the total amounts a%propriated are not required
to perform these services and accomplish these purposes and, except as allowed by the
Executive Budget Act, or this act, the savings shall revert to the appropriate fund at the
end of each fiscal year.

TITLE OF ACT _ _
_ SECTION 1.2. This act shall be known as "The Current Operations and
Capital Improvements Appropriations Act of 2006."

PART Il. CURRENT OPERATIONS AND EXPANSION/GENERAL FUND

CURRENT OPERATIONS AND EXPANSION/GENERAL FUND

SECTION 2.1. Appropriations from the General Fund of the State for the
maintenance of the State departments, institutions, and agencies, and for other purposes
as enumerated are adjusted for the fiscal year ending June 30, 2007, according to the
schedule that follows. Amounts set out in brackets are reductions from General Fund
appropriations for the 2006-2007 fiscal year.

Current Operations — General Fund FY 2006-2007
EDUCATION

Community Colleges System Office $ 64,160,027
Department of Public Instruction 139,944,021

University of North Carolina — Board of Governors
Appalachian State University 2,189
East Carolina University



Academic Affairs
Health Affairs

(1,589,6220)

Elizabeth City State University (28,887)
Fayetteville State University 42,675
NC Agricultural and Technical University (223,690
North Carolina Central University (312
North Carolina School of the Arts 29,159
North Carolina State University

Academic Affairs (3,908,353)

Agricultural Extension 65,287

Agricultural Research 0
University of North Carolina at Asheville (569,398)
University of North Carolina at Chapel Hill

Academic Affairs 846,370

Health Affairs 795,501

Area Health Education Centers 0
University of North Carolina at Charlotte (471,439
University of North Carolina at Greensboro (1,138
University of North Carolina at Pembroke 299,992
University of North Carolina at Wilmington 100,910
Western Carolina University 735,491
Winston-Salem State University 0
General Administration 0
University Institutional Programs 138,037,440
Related Educational Programs 0
North Carolina School of Science and Mathematics 52,250

UNC Hospitals at Chapel Hill

0
Total $ 128,657,897
HEALTH AND HUMAN SERVICES

Department of Health and Human Services

Office of the Secretary

$ (55,163,236)

Division of A inC? 5,535,886
Division of Blind Services/Deaf/HH 75,000
Division of Child Development 29,061,908
Division of Education Services 996,783
Division of Facility Services 200,000
Division of Medical Assistance (207,550,000)
Division of Mental Health 60,238,357
NC Health Choice 0
Division of Public Health 18,135,242
Division of Social Services 15,682,564

Division of VVocation Rehabilitation 0
Total $ (32,787,496)

NATURAL AND ECONOMIC RESOURCES

Department of Agriculture and Consumer Services $ 3,583,562
Department of Commerce
Commerce 36,367,483
Commerce State-Aid 7,203,138
NC Biotechnology Center 2,500,000
Rural Economic Development Center (500,000)
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Department of Environment and Natural Resources
Environment and Natural Resources
Clean Water Management Trust Fund
Department of Labor
JUSTICE AND PUBLIC SAFETY
Department of Correction
Department of Crime Control and Public Safety

Judicial Department _
Judicial Department — Indigent Defense

Department of Justice

Department of Juvenile Justice and Delinquency Prevention

GENERAL GOVERNMENT
Department of Administration
Office of Administrative Hearings
Department of State Auditor
Office of State Controller
Department of Cultural Resources
Cultural Resources
Roanoke Island Commission
State Board of Elections
General Assembly
Office of the Governor
Office of the Governor
Office of State Budget and Management:
OSBM - Reserve for Special Appropriations
Housing Finance Agency
Department of Insurance
Insurance ]
Insurance — Volunteer Safety Workers' Compensation
Office of Lieutenant Governor
Department of Revenue
Department of Secretary of State
Department of State Treasurer
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14,851,96%

613,894

$ 34,911,704
5,954,280

27,091,712
6,683,129

4,706,838
3,454,520

$ 3,374,539
281,367
57,564

0

5,421,016

0

786,620
38,284
100,000
409,938

1,353,253
17,437,500

455,846

0

88,433
1,279,782
468,067

Page 3



State Treasurer _ _ 281,784
State Treasurer — Retirement for Fire and Rescue Squad Workers 514,000

TRANSPORTATION

Department of Transportation $ 0
RESERVES, ADJUSTMENTS AND DEBT SERVICE

Reserve for Compensation Increases $ 688,494,519

Reserve for Teachers' and State Employees' Retirement Rate Adjustment 27,107,200

Retirement System Payback 30,000,000
Information Technology Fund 42,087,229
Reserves for Heating and Cooling Assistance 10,000,000
Reserve for Legal Expenses 1,065,710
Trust Fund for MH/DD/SAS 14,390,000
State Emergency Response Account 20,000,000
Pending Ethics Legislation 422,871
Debt Service

General Debt Service (50,000,000)

Federal Reimbursement 0

TOTAL CURRENT OPERATIONS - GENERAL FUND $1,263,312,193

GENERAL FUND AVAILABILITY STATEMENT
SECTION 2.2.(a) Section 2.2(a) of S.L. 2005-276 is repealed. The General
Fund availability used in adjusting the 2006-2007 budget is shown below:
FY 2006-2007

Unappropriated Balance from FY 2005-2006 — S.L. 2005-276 $ 117,227,875
Net Adjustments — S.L. 2005-345 (4,148,833)
Net Adjustments — S.L. 2005-435, S.L. 2005-406,

S.L. 2005-376, S.L. 2005-391 (5,826,000)
Adjustment From Estimated to Actual 2005-2006
Beginning Unreserved Balance 6,133,946

Revised Unappropriated Balance Remaining 2005-2006 $ 113,386,988

Emergency Appropriation for
Department of Correction, S.L. 2006-2 $  (15,000,000)

Projected Reversions from FY 2005-2006 125,000,000

Projected Over Collections from FY 2005-2006 1,072,100,000

Year End Unreserved Credit Balance before Earmarkings $ 1,295,486,988

Less: Projected Credit to Savings Reserve $ g323,871,747§

Less: Credit to Repairs and Renovation Reserve Account 222,229,189

Revised Year End Unreserved Credit Balance $ 749,386,052
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Revenues Based on Existing Tax Structure $ 16,951,416,000

Nontax Revenues

Investment Income $ 78,700,000
Judicial Fees 168,605,271
Disproportionate Share 100,000,000
Insurance 51,543,813
Other Nontax Revenues 202,719,921
Highway Trust Fund Transfer 252,663,009
Highway Fund Transfer 0
Subtotal Nontax Revenues $ 854,232,014
Total General Fund Availability $ 18,555,034,066
Adjustments to Availability: 2006 Session
Adjustment to Baseline Revenue Forecast $ 698,864,995
Reduce Sales Tax from 4.5% to 4.25% — December 1, 2006 (140,100,000)
Reduce Top Personal Income Tax Rate from
8.25% to 8.0% - January 1, 2007 (28,600,000
Mill Rehabilitation Income Tax Credit 2,800,000
529 Savings Plan Income Tax Deduction 1,000,000
Logging Machinery Sales Tax Exemption 2,870,000
IRC Update 5,100,000
Joint Filing Options Under Personal Income Tax 1,000,000
Railroad Cars Tax Exemption 400,000
Bill Lee Act Wage Standard — Certain Manufacturers 800,000
Bill Lee Act Adjustment — Clayton Project 800,000
Extend Aviation Fuel Tax Credit (90,000
Extend Real Property Donation Tax Credit (100,000
Small Business Health Insurance Credit of $250 — January 1, 2007 57,200,000
Internet Facility Sales Tax Exemption 2,250,000
Oyster Tax Credit (23,000
Gas Cap Reserve (367,000
Reduce Transfer to Highway Trust Fund (195,176,407
Adjust Transfer from Insurance Regulatory Fund 455,846
Adjust Transfer from Treasurer's Office _ 281,784
Subtotal Adjustments to Availability: 2006 Session $ 310,926,218

Revised General Fund Availability for 2006-2007 Fiscal Year $ 18,865,960,284

Less: Total General Fund Appropriations
2006-2007 Fiscal Year (18,865,960,284)

Unappropriated Balance Remaining $ 0

SECTION 2.2.(b) Notwithstanding G.S. 143-15.2 and G.S. 143-15.3A, the
State Controller shall transfer two hundred twenty-two million two hundred twenty-nine
thousand one hundred eighty-nine dollars ($222,229,189) from the unreserved credit
balance to the Repairs and Renovations Reserve Account on June 30, 2006. This
subsection becomes effective June 30, 2006.

SECTION 2.2.(c) Funds transferred under this section to the Repairs and
Renovations Reserve Account are appropriated for the 2006-2007 fiscal year to be used
in accordance with G.S. 143-15.3A. _

30. 2006 SECTION 2.2.(d) Section 2.2(e) of S.L. 2005-276 is repealed effective June
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This subsection becomes effective June 30, 2006 _

SECTION 2.2.(e) Section 2.2.(f) of S.L. 2005-276 reads as rewritten:

"SECTION 2.2.éf) Notwithstanding G.S. 105-187.9(b)(1), the sum to be
transferred under that subdivision for the 2005-2006 fiscal year Is two hundred fifty
million dollars ($250,000,000) and for the 2006-2007 fiscal year is

HH 000, fifty-five million dollars ($55,000,000)."

SECTION 2.2.éf) Pursuant to G.S. 105-187.9(b)(2), the sum to be
transferred under that subdivision for the 2006-2007 fiscal year is two million four
hundred eighty-six thousand six hundred two dollars ($2,486,602).

SECTION 2.2.(g) There is created in the General Fund a Reserve for the
Motor Fuels Tax Ceiling. The sum of twenty-two million nine hundred thirty-three
thousand dollars ($22,933,000) is hereby transferred from the Savings Reserve Account
to the Reserve for the Motor Fuels Tax Ceiling for the 2006-2007 fiscal year

The State Treasurer shall transfer funds reserved to hold harmless the
Highway Fund and the Highway Trust Fund from the Reserve for the Motor Fuels Tax
Ceiling only if the variable wholesale component of the motor fuel excise tax rate in
G.S. 105-449.80 would, without the imposition of the cap imposed by Section 24.3 of
this act, exceed twelve and four-tenths cents (12.4<I:?1 a gallon. A transter required under
this subsection must be made on a monthly basis. The amount to be transferred from the
Reserve for the Motor Fuels Tax Ceiling to the Highway Fund is the difference between
the amount of motor fuel excise tax revenue allocated to the Highway Fund under G.S.
105-449.125 for a month and the amount that would have been allocated to it if the
variable wholesale component were not capped at twelve and four-tenths cents (12.4¢) a

allon. The total amount transferred to the Highway Fund under this subsection during
iscal year 2006-2007 may not exceed seventeen million six hundred thousand dollars
($17,600,000). The amount to be transferred from the Reserve for the Motor Fuels Tax
Ceiling to the Highway Trust Fund is the difference between the amount of motor fuel
excise tax revenue allocated to the Highway Trust Fund under G.S. 105-449.125 for a
month and the amount that would have been allocated to it if the variable wholesale
component were not capped at twelve and four-tenths cents (12.4¢) a gallon. The total
amount transferred to the Highway Trust Fund under this subsection during fiscal year
2006-2007 may not exceed five million seven hundred thousand dollars ($5,700,000).

Funds remaining in the Reserve for the Motor Fuels Tax Ceiling on June 30,
2007, shall revert to the Savings Reserve Account on June 30, 2007.

PART Ill. CURRENT OPERATIONS AND EXPANSION/HIGHWAY FUND

CURRENT OPERATIONS AND EXPANSION/HIGHWAY FUND

SECTION 3.1. Appropriations from the Highway Fund of the State for
maintenance and operation of the Department of Transportation, and for other purposes
as enumerated, are made for the fiscal year ending June 30, 2007, according to the
schedule that follows. Amounts set out in brackets are reductions from Highway Fund
Appropriations for the 2006-2007 fiscal year.

Current Operations — Highway Fund 2006-2007
Department of Transportation
Administration $ 0
Division of Highways
Administration 0
Construction 39,439,500
Maintenance 179,731,200
Planning and Research 0
OSHA Program 0
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Aeronautics 2,000,000

Ferry Operations 1,000,000
State Aid

Municipalities 1,439,500

Public Transportation (14,000,000)

Railroads 3,198,750
Governor's Highway Safety 0
Division of Motor Vehicles 1,886,701
Other State Agencies 11,612,420
Reserves and Transfers 28,523,000
TOTAL $254,831,071

HIGHWAY FUND AVAILABILITY STATEMENT _ _
SECTION 3.2. The Highway Fund availability used in developing the
2005-2007 biennial budget is shown below:

Highway Fund Availability Statement 2006-2007
Beginning Credit Balance 26,600,000
Estimated Revenue 1,767,140,000
Total Highway Fund Availability $1,793,740,000

PART IV. HIGHWAY TRUST FUND APPROPRIATIONS

HIGHWAY TRUST FUND APPROPRIATIONS

SECTION 4.1. Appropriations from the Highway Trust Fund of the State for
maintenance and operation of the Department of Transportation, and for other purposes
as enumerated, are made for the fiscal year ending June 30, 2007, according to the
schedule that follows. Amounts set out in brackets are reductions from Highway Trust
Fund Appropriations for the 2006-2007 fiscal year.

Current Operations — Highway Trust Fund 2006-2007
Intrastate System 100,567,595
Urban Loops 40,665,346
Aid to Municipalities 10,551,886
Secondary Roads 9,271,360
Program Administration (1,189,780;
Transfer to General Fund (195,176,407
GRAND TOTAL CURRENT OPERATIONS

AND EXPANSION ($35,310,000)

PART VI. GENERAL PROVISIONS

CONTINGENCY AND EMERGENCY FUND ALLOCATIONS

SECTION 6.1.Ea) Section 6.2 of S.L. 2005-276 is repealed.

SECTION 6.1.(b) Funds in the amount of five million dollars ($5,000,000
for the 2006-2007 fiscal year are appropriated to the Contingency and Emergency Fund.
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Except as provided in subsection (c) of this section, these funds shall be expended only
as:

(1) Required by a court, Industrial Commission, or administrative hearing

officer's order;
ézg Required to call out the national guard; or

Required to respond to an unanticipated disaster such as a fire,
hurricane, or tornado, if funds for this purpose are not available in the
Reserve for Disaster Expenses as authorized in G.S. 166A.

SECTION 6.1.(c) Up to five hundred thousand dollars ($500,000) may be
spent for purposes other than those set out in subsection (b) of this section.
Notwithstanding any other provision of law authorizin% expenditures from the
Contingency and Emergency Fund, no more than five hundred thousand dollars
($500,000) of these funds shall be expended for purposes other than those set out in
subsection (b) of this section.

AUTHORIZATION TO ESTABLISH RECEIPT-SUPPORTED POSITIONS

SECTION 6.2. Notwithstanding G.S. 143-34.1(al), a department,
institution, or other agency of State government may establish receipt-supported
positions authorized in this act upon approval by the Director of the Budget. The
Director, if necessary, may establish a receipt-supported position pursuant to this
section at an annual salary amount different from the salary amount set out in this act if
(i) funds are available from the proposed funding source and (ii) the alternative salar
amount remains within the established salary range grade identified for the jo
classification of the affected receipt-supported position established in this act. The
Director shall not change the jJob classifications or increase the number of
receipt-supported positions specified in this act without prior consultation with the Joint
Legislative Commission on Governmental Operations.

CONSULTATION NOT REQUIRED PRIOR TO ESTABLISHING OR
INCREASING FEES PURSUANT TO THE EXECUTIVE BUDGET ACT
SECTION 6.3. Notwithstanding G.S. 12-3.1, an agency is not required to
consult with the Joint Legislative Commission on Governmental Operations prior to
establishing or increasing a fee as authorized or anticipated in the Current Operations
and Capital Improvements Appropriations Act of 2006, or in the Senate and House of
Representatives Appropriations Committee Reports on the Continuation, Expansion and
Capital Budgets, that were distributed in the Senate and House of Representatives
Appropriations and Base Budget Committees and used to explain this act.

NO FEE INCREASES WHICH THE GENERAL ASSEMBLY HAS REJECTED
SECTION 6.4. Chapter 143 of the General Statutes is amended by adding a
new section to read:
"8 143-16.7. No fee increases that the General Assembly has rejected.
Notwithstanding any other provision of law, no fee shall be increased if the General
Assembly has rejected an increase of that fee for the current fiscal period. For the
purpose of this section, the General Assembly has rejected a fee increase when that fee
Increase 1s included in a bill which fails a reading, or if the fee increase is included in
the version of a bill that passes one house, but the bill is enacted without the fee
Increase."

STATE EMERGENCY RESPONSE ACCOUNT
SECTION 6.5.(a) G.S. 166A-6.01(b)(2) reads as rewritten:

“(b) Disaster Assistance Programs — Type | Disaster. — In the event that a Type |
disaster is proclaimed, the Governor may make State funds available for disaster
assistance in the disaster area in the form of individual assistance and public assistance
as provided in this subsection.
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(2)  Public assistance. — State disaster assistance in the form of public
assistance grants may be made available to eligible entities located
within the disaster area on the following terms and conditions:

a. Eligible entities shall meet the following qualifications:

1. The eligible entity suffers a minimum of ten thousand
dollars ?$10,000) In uninsurable losses;

2. The eligible entity suffers uninsurable losses in an
amount equal to or exceedin?
one percent (1%) of the annual operating budget;

3. For a state of disaster proclaimed pursuant to
G.S. 166A-6(a) after the deadline established by the
Federal Emergency Management Agency pursuant to the
Disaster Mitigation Act of 2002, P.L. 106-390, the
eligible entity shall have a hazard mitigation plan
approved pursuant to the Stafford Act; and

4, For a state of disaster proclaimed Pursuant to
G.S. 166A-6(a) after August 1, 2002, the e idqible entity
shall be participating in the National Flood Insurance
Program in order to receive public assistance for
flooding damage.

b. Eligible entities shall be required to provide non-State matchin
funds equal to twenty-five percent (25%) of the eligible costs o
the public assistance grant.

C. An eligible entity that receives a public assistance grant
pursuant to this subsection may use the grant for the following
purposes only:

1. Debris clearance.

2. Emergency protective measures.

3. Roads and bridges.

4. Crisis counseling.

5. Assistance with public transportation needs."

SECTION 6.5.(b) Article 1 of Chapter 166A of the General Statutes is

amended by adding a new section to read:
"8 166A-6.02. State Emergency Response Account.

(@) Account Established. — There 1s established a State Emergency Response
Account as a reserve in the General Fund. Any funds appropriated to the Account shall
remain available for expenditure as provided by this section, unless directed otherwise
by the General Assembly.

(b)  Purpose of Funds. — The Governor may spend funds from the Account for the
following purposes:

1 To cover the start-up costs of State Emergency Response Team
operations for an emergency that poses an imminent threat of a Type I,
Type 11, or Type Il disaster as defined by G.S. 166A-6.

(2) To cover the cost of first responders to a Type I, Type Il, or Type IlI
disaster and any related supplies and equipment needed by first
responders that are not provided for under subdivision (1) of this
subsection.

All other types of disaster assistance authorized by G.S. 166A-6 shall continue to be
financed by the funds made available under G.S. 166A-6.01.

(c) Reporting Requirement. — The Governor shall report to the Joint Legislative
Commission on Governmental Operations and to the Chairs of the Appropriations
Committees of the Senate and House of Representatives on any expenditures from the
State Emergency Response Account no later than 30 days after making the expenditure.
The report shall include a description of the emergency and type of action taken."
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SECTION 6.5.(c) G.S. 166A-4(1) reads as rewritten:

"¢H(1la) Disaster. — An occurrence or imminent threat of widespread or
severe damage, injury, or loss of life or property resulting from any
natural or man-made accidental, military or paramilitary cause."

’ SECTION 6.5.(d) G.S. 166A-4 is amended by adding a new subdivision to
read:

"(1) Account. — The State Emergency Response Account established in
G.S. 166A-6.02."

INFORMATION TECHNOLOGY FUND AVAILABILITY AND
APPROPRIATIONS _
SECTION 6'6'(6?1 Section 6.13.(a) of S.L. 2005-276 reads as rewritten:
"SECTION 6.13.(a) The availability used to support appropriations made in this
act from the Information Technology Fund established In G.S. 147-33.72H is as

follows:

FY 2005-2006 FY 2006-2007
Estimated Information Technology Fund Balance,
June 30, 2006 $4,212.225

Receipts from Information Technology
Enterprise Fee (G.S. 147-33.82) $5,000,000 $5,000,000

Transfer from June 30, 2005, Information Technology
Services Internal Service Fund cash balance to

support statewide IT initiatives $5,000,000
Appropriation from General Fund $24,375,000 $50,112,229
Total Funds Available $34,375,000 $59,324,454."

SECTION 6.6.&?) Additional appropriations are made from the Tnformation
Technolo%y Fund established in G.S. 147-33.72H for the fiscal year ending June 30,
2007, in the amount of forty-six million two hundred ninety-nine thousand four hundred
fifty-four dollars ($46,299,454).

AMEND CIVIL PENALTY AND FORFEITURE FUND AVAILABILITY
SECTION 6.9.(a) Section 6.37(a) of S. L. 2005-276 reads as rewritten:
"SECTION 6.37.(a) Availability. — The availability used to support appropriations
made in this act from the Civil Penalty and Forfeiture Fund is based upon estimated
collections of fines and forfeitures from the agencies and in the amounts listed below:

FY 2005-2006 FY 2006-2007

Department of Revenue $ 80,000,000  $ 85,000,000 63,000,000
Department of Transportation $ 15,000,000 $ 15,000,000
Employment Security Commission $ 3,000,000 $ 3,000,000

Department of Insurance $ 3,000,000 $ 3:000,000 1,000,000
University of North Carolina $ 5,000,000 $ 5,000,000 3,500,000
Other Agencies $ 14,500,000  $ 14,500,000 10,000,000
Total Funds Available $ 120,500,000 $ 125,506,000 95,500,000"

SECTION 6.9.(b) Section 6.37(b) of S.L. 2005-276 reads as rewritten:
"SECTION 6.37.(b) Appropriations. — Appropriations are made from the Civil
Penalty and Forfeiture Fund ftor the fiscal biennium ending June 30, 2007, as follows:

2005-2006 2006-2007
School Technology Fund $ 18,000,000 $ 18,000,000
State Public School Fund $ 102,500,000 $ 164560,000 77,500,000
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Total Appropriation $ 120,500,000 $ 125,500,000 95,500,000"
SECTION 6.9.(c) G.S. 115C-457.2 reads as rewritten:
"§ 115C-457.2. Remittance of moneys to the Fund.

The clear proceeds of all civil penalties, civil forfeitures, and civil fines that are
collected by a State agency and that the General Assembly is authorized to place in a
State fund pursuant to Article IX, Section 7(b) of the Constitution shall be remitted to
the Office of State Budget and Management by the officer having custody of the funds
within 10 days after the close of the calendar month in which the revenues were
received or collected. Notwithstanding any other law, all such funds shall be deposited
in the Civil Penalty and Forfeiture Fund. The clear proceeds of these funds include the
full amount of all civil penalties, civil forfeitures, and civil fines collected under
authority conferred by the State, diminished onl?/ by the actual costs of collection, not to
exceed twenty percent (20%) of the amount collected. The collection cost percentage to
be used by a State agency shall be established and approved by the Office of State
Budget and Management on an annual basis based upon the computation of actual
collection costs by each agency for the prior fiscal year."

FUNDS FOR ENROLLMENT INCREASES _ _
SECTION 6.10. G.S.143-11 is amended by adding a new subsection to

read:

"(al) In developing the budget, the Director shall consider the information on
student enrollment increases submitted to the Director by the State Board of Education,
the State Board of Community Colleges, and the Board of Governors of The University
of North Carolina. The Director shall include in the continuation budget the amount the
Director proposes to fund for the enrollment increases for public schools, community
colleges, and the university system."

EDUCATION LOTTERY FUND REVENUE AND APPROPRIATIONS

SECTION 6.15.(a) Pursuant to G.S. 18C-164, the revenue used to support
appropriations made in this act is transferred from the State Lottery Fund in the amount
of four hundred twenty-five million dollars ($425,000,000) for the 2006-2007 fiscal
year.

SECTION 6.15.(b) The aﬁpropriations made from the Education Lottery
Fund pursuant to G.S. 18C-164(d) for the 2006-2007 fiscal year are as follows:

Class Size Reduction $ 127,864,291
Prekindergarten Program 84,635,709
Public School Building Capital Fund 170,000,000
Scholarships for Needy Students 42,500,000
Total Appropriation $ 425,000,000

FUNDS FOR INCREASED FUEL COSTS

SECTION 6.16. Notwithstanding G.S. 143-23 or any other provision of law,
the State Board of Education may use any funds aiopropriate for State Aid to Local
School Administrative units to cover increases in fuel costs.

Notwithstanding G.S. 143-23 or any other provision of law, all other State
agencies may transfer funds within their budgets, including funds appropriated for
salaries and wages, to cover the increases in fuel costs.

PART VII. PUBLIC SCHOOLS

TEACHER SALARY SCHEDULES _
SECTION 7.1.(a) Effective for the 2006-2007 school year, the Director of

the Budget shall transfer from the Reserve for Experience Step Salary Increase for
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Teachers and Principals in Public Schools funds necessary to implement the teacher
salary schedules set out in subsection (b? of this section and for longevity in accordance
with subsection (c) of this section, including funds for the employer's retirement and
social security contributions for all teachers whose salaries are supported from the
State's General Fund.

These funds shall be allocated to individuals according to rules adopted by
the State Board of Education.

SECTION 7.1.(b) The following monthly salary schedules shall apply for
the 2006-2007 fiscal year to certified personnel of the public schools who are classified
as teachers. The schedule contains 31 steps with each step corresponding to one year of
teaching experience.

2006-2007 Monthly Salary Schedule

"A" Teachers
Years Of Experience "A" Teachers NBPTS Certification
0 $2,851 N/A
1 $2,893 N/A
2 $2,937 N/A
3 $3,093 $3,464
4 $3,233 $3,621
5 $3,367 $3,771
6 $3,496 $3,916
7 $3,600 $4,032
8 $3,648 $4,086
9 $3,697 $4,141
10 $3,747 $4,197
11 $3,796 $4,252
12 $3,847 $4,309
13 $3,898 $4,366
14 $3,951 $4,425
15 $4,005 $4,486
16 $4,060 $4,547
17 $4,115 $4,609
18 $4,174 $4,675
19 $4,232 $4,740
20 $4,290 $4,805
21 $4,352 $4,874
22 $4,413 $4,943
23 $4,479 $5,016
24 $4,543 $5,088
25 $4,608 $5,161
26 $4,674 $5,235
27 $4,742 $5,311
28 $4,813 $5,391
29 $4,884 $5,470
30+ $4,982 $5,580.

2006-2007 Monthly Salary Schedule
"M" Teachers

Years Of Experience "M" Teachers NBPTS Certification
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0 $3,136 N/A
1 $3,182 N/A
2 $3,231 N/A
3 $3,402 $3,810
4 $3,556 $3,983
S $3,704 $4,148
6 $3,846 $4,308
7 $3,960 $4,435
8 $4,013 $4,495
9 $4,067 $4,555
10 $4,122 $4,617
11 $4,176 $4,677
12 $4,232 $4,740
13 $4,288 $4,803
14 $4,346 $4,868
15 $4,406 $4,935
16 $4,466 $5,002
17 $4,527 $5,070
18 $4,591 $5,142
19 $4,655 $5,214
20 $4,719 $5,285
21 $4,787 $5,361
22 $4,854 $5,436
23 $4,927 $5,518
24 $4,997 $5,597
25 $5,069 $5,677
26 $5,141 $5,758
27 $5,216 $5,842
28 $5,294 $5,929
29 $5,372 $6,017
30+ $5,480 $6,138.

SECTION 7.1.(c) Annual longevity payments for teachers shall be at the
rate of one and one-half percent (1.5%) of base salary for 10 to 14 years of State
service, two and twenty-five hundredths percent (2.25%) of base salary for 15 to 19
years of State service, three and twenty-five hundredths Percent (3.25%; of base salary
for 20 to 24 years of State service, and four and one-half percent (4.5%) of base salary
for 25 or more years of State service. The longevity payment shall be paid in a lump
sum once a year.

SECTION 7.1.(d% Certified public schoolteachers with certification based
on academic preparation at the six-year degree level shall receive a salary supplement of
one hundred twenty-six dollars §$126.00) per month in addition to the compensation
provided for certified personnel of the public schools who are classified as "M"
teachers.  Certified public schoolteachers with certification based on academic
Ereparation at the doctoral degree level shall receive a salary suP]pIement of two

undred fifty-three dollars ($253.00) per month in addition to the compensation
provided for certified personnel of the public schools who are classified as "M"

teachers.

SECTION 7.1.(e) The first step of the salary schedule for school
psychologists shall be equivalent to Step 5, corresponding to five years of experience,
on the salary schedule established in this section for certified personnel of the public
schools who are classified as "M" teachers. Certified psychologists shall be placed on
the salary schedule at an appropriate step based on their years of experience. Certified
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psychologists shall receive longevity payments based on years of State service in the
same manner as teachers. _ _

_ Certified psychologists with certification based on academic preparation at
the six-year degree level shall receive a salary supplement of one hundred twenty-six
dollars ($126.00) per month in addition to the compensation provided for certified
psychologists. Certified psychologists with certification based on academic Jore aration
at the doctoral degree level shall receive a salary supplement of two hundred fifty-three
dollars ($253.00) per month in addition to the compensation provided for certified
psychologists. _

~SECTION 7.1.(f) Speech pathologists who are certified as speech
pathologists at the masters degree level and audiologists who are certified as
audiologists at the masters degree level and who are emﬁlo?/ed in the public schools as
speech and language specialists and audiologists shall be paid on the school
psychologist salary schedule. )

~ Speech pathologists and audiologists with certification based on academic
preparation at the six-year degree level shall receive a salary supplement of one hundred
twent%-sm dollars ($126.00) per month in addition to the compensation provided for
speech pathologists and audiologists. Speech pathologists and audiologists with
certification based on academic preparation at the doctoral degree level shall receive a
salary supplement of two hundred fifty-three dollars ($253.00) per month in addition to
the compensation provided for speech pathologists and audiologists.

SECTION 7.1.(g) Certified school nurses who are employed in the public

schools as nurses shall be paid on the "M" salary schedule.
_ - SECTION 7.1.(h) As used in this section, the term "teacher" shall also
include instructional support personnel.

SCHOOL-BASED ADMINISTRATOR SALARY SCHEDULE

SECTION 7.2.(a) Effective for the 2006-2007 school year, the Director of
the Budget shall transfer from the Reserve for Compensation Increases funds necessary
to implement the salary schedules for school-based administrators as provided in this
section. These funds shall be used for State-paid employees only.

SECTION 7.2.(b) The base salary schedule for school-based administrators
shall apply only to principals and assistant principals. The base salary schedule for the
2006-2007 fiscal year, commencing July 1, 2006, is as follows:

o ~ 2006-2007
Principal and Assistant Principal Salary Schedules
Classification

Yrs. of Assistant Prin | Prin 11 Prin 111 Prin IV
Exp Principal (0-10) (11-21) (22-32) (33-43)
0-4 $3,592

5 $3,741

6 $3,884

7 $4,000

8 $4,053 $4,053

9 $4,108 $4,108

10 $4,163 $4,163 $4,218

11 $4,218 $4,218 $4,274

12 $4,274 $4,274 $4,331 $4,389

13 $4,331 $4,331 $4,389 $4,450 $4,511
14 $4,389 $4,389 $4,450 $4,511 $4,572
15 $4,450 $4,450 $4,511 $4,572 $4,637
16 $4,511 $4,511 $4,572 $4,637 $4,702
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17 $4,572 $4,572 $4,637 $4,702 $4,766

18 $4,637 $4,637 $4,702 $4,766 $4,835
19 $4,702 $4,702 $4,766 $4,835 $4,903
20 $4,766 $4,766 $4,835 $4,903 $4,976
21 $4,835 $4,835 $4,903 $4,976 $5,047
22 $4,903 $4,903 $4,976 $5,047 $5,120
23 $4,976 $4,976 $5,047 $5,120 $5,192
24 $5,047 $5,047 $5,120 $5,192 $5,268
25 $5,120 $5,120 $5,192 $5,268 $5,347
26 $5,192 $5,192 $5,268 $5,347 $5,426
27 $5,268 $5,268 $5,347 $5,426 $5,535
28 $5,347 $5,347 $5,426 $5,535 $5,646
29 $5,426 $5,426 $5,535 $5,646 $5,759
30 $5,535 $5,535 $5,646 $5,759 $5,874
31 $5,646 $5,646 $5,759 $5,874 $5,991
32 $5,759 $5,874 $5,991 $6,111
33 $5,991 $6,111 $6,233
34 $6,111 $6,233 $6,358
35 $6,358 $6,485
36 $6,485 $6,615
37 $6,747

Principal and Assistant Principal Salary Schedules
Classification

Yrs. of PrinVV PrinVI PrinVII PrinVIII
Exp (44-54) (55-65) (66-100) (101+)
0-14 $4,637

15 $4,702

16 $4,766 $4,835

17 $4,835 $4,903 $5,047

18 $4,903 $4,976 $5,120 $5,192
19 $4,976 $5,047 $5,192 $5,268
20 $5,047 $5,120 $5,268 $5,347
21 $5,120 $5,192 $5,347 $5,426
22 $5,192 $5,268 $5,426 $5,535
23 $5,268 $5,347 $5,535 $5,646
24 $5,347 $5,426 $5,646 $5,759
25 $5,426 $5,535 $5,759 $5,874
26 $5,535 $5,646 $5,874 $5,991
27 $5,646 $5,759 $5,991 $6,111
28 $5,759 $5,874 $6,111 $6,233
29 $5,874 $5,991 $6,233 $6,358
30 $5,991 $6,111 $6,358 $6,485
31 $6,111 $6,233 $6,485 $6,615
32 $6,233 $6,358 $6,615 $6,747
33 $6,358 $6,485 $6,747 $6,882
34 $6,485 $6,615 $6,882 $7,020
35 $6,615 $6,747 $7,020 $7,160
36 $6,747 $6,882 $7,160 $7,303
37 $6,882 $7,020 $7,303 $7,449
38 $7,020 $7,160 $7,449 $7,598
39 $7,303 $7,598 $7,750
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40 $7,449 $7,750 $7,905
41 _ $7,905  $8,063 o
~ SECTION 7.2.(c) The a‘pproprlate classification for placement of principals
and assistant principals on the salary schedule, except for principals in alternative
schools and in cooperative innovative high schools, shall be determined in accordance
with the following schedule:
Number of Teachers

Classification Supervised

Assistant Principal

Principal | Fewer than 11 Teachers
Principal 11 11-21 Teachers
Principal 111 22-32 Teachers
Principal IV 33-43 Teachers
Principal V 44-54 Teachers
Principal VI 55-65 Teachers
Principal VII 66-100 Teachers
Principal VIlI More than 100 Teachers

The number of teachers supervised includes teachers and assistant principals
paid from State funds only; it does not include teachers or assistant principals paid from
non-State funds or the principal or teacher assistants.

The beginning classification for principals in alternative schools and in
cooperative innovative high school programs shall be the Principal 111 level. Principals
in alternative schools who supervise 33 or more teachers shall be classified according to
the number of teachers supervised.

SECTION 7.2.(d) A principal shall be placed on the step on the salary
schedule that reflects total number of years of experience as a certificated employee of
the public schools and an additional ste,a for every three years of experience as a
principal. A principal or assistant principal shall also continue to receive any additional
State-funded percentage increases earned for the 1997-1998, 1998-1999, and 1999-2000
scﬂool years for improvement in student performance or maintaining a safe and orderly
school.

SECTION 7.2.(e) Principals and assistant principals with certification based
on academic preparation at the six-year degree level shall be paid a salary supplement of
one hundred twenty-six dollars ($126.00) per month and at the doctoral degree level
shallhbe paid a salary supplement of two hundred fifty-three dollars ($253.00) per
month.

SECTION 7.2.(f) Longeviéy pay for principals and assistant principals shall
be as provided for State employees under the State Personnel Act.

SECTION 7.2.(g) If a principal is reassigned to a higher job classification
because the principal is transferred to a school within a local school administrative unit
with a larger number of State-allotted teachers, the principal shall be placed on the
salary schedule as if the principal had served the principal's entire career as a principal
at the higher job classification.

If a principal is reassigned to a lower job classification because the principal
Is transferred to a school within a local school administrative unit with a smaller number
of State-allotted teachers, the principal shall be placed on the salar?/ schedule as if the
principal had served the principal's entire career as a principal at the lower job
classification.

This subsection applies to all transfers on or after the effective date of this
section, except transfers in school systems that have been created, or will be created, by
merging two or more school systems. Transfers in these merged systems are exempt
from the provisions of this subsection for one calendar year following the date of the
merger.
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~ SECTION 7.2.(h? Participants in an approved full-time masters in school
administration program shall receive up to a 10-month stipend at the beginning salary of
an assistant principal during the internship Ferlod of the masters program. For the
2006-2007 fiscal year and subsequent fiscal years, the stipend shall not exceed the
difference between the beginning salary of an assistant principal plus the cost of tuition,
fees, and books and any fellowship funds received by the intern as a full-time student,
including awards of the Principal Fellows Program. The Principal Fellows Program or
the school of education where the intern participates in a full-time masters in school
administration program shall supply the Department of Public Instruction with
certification of eligible full-time interns.

SECTION 7.2.(i) During the 2006-2007 fiscal year, the placement on the
salary schedule of an administrator with a one-year provisional assistant principal's
certiticate shall be at the entry-level salary for an assistant principal or the appropriate
step on the teacher salary schedule, whichever is higher.

CENTRAL OFFICE SALARIES

~ SECTION 7.3.(a) The monthly salary ranges that follow apply to assistant
superintendents, associate superintendents, directors/coordinators, supervisors, and
finance officers for the 2006-2007 fiscal year, beginning July 1, 2006.

School Administrator | $3,093 $5,809
School Administrator 11 $3,283 $6,161
School Administrator 111 $3,485 $6,536
School Administrator 1V $3,625 $6,796
School Administrator V $3,771 $7,071
School Administrator VI $4,001 $7,499
School Administrator VII $4,162 $7,801

The local board of education shall determine the appropriate category and
placement for each assistant  superintendent,  associate  superintendent,
director/coordinator, supervisor, or finance officer within the salary ranges and within
funds appropriated by the General Assembly for central office administrators and
superintendents. The cate%pry in which an employee is placed shall be included in the
contract of any employee hired on or after July 1, 2006.

SECTION 7.3.(b) The monthly salary ranges that follow apply to public
school superintendents for the 2006-2007 fiscal year, geginning July 1, 2006.

4,417

Superintendent | , $8,275
Superintendent |1 $4,689 $8,775
Superintendent 111 $4,975 $9,310
Superintendent 1V $5,280 $9,875
Superintendent V $5,604 $10,477

The local board of education shall determine the appropriate category and
placement for the superintendent based on the average daily membership of the local
school administrative unit and within funds appropriated by the General Assembly for
central office administrators and superintendents.

SECTION 7.3.(c) Longevity pay for superintendents, assistant
superintendents, associate superintendents, directors/coordinators, supervisors, and
finance officers shall be as provided for State employees under the State Personnel Act.

SECTION 7.3.Fd) Superintendents, assistant superintendents, associate
superintendents, directors/coordinators, supervisors, and finance officers with
certification based on academic preparation at the six-year degree level shall receive a
salary supplement of one hundred twenty-six dollars ($126.00) per month in addition to
the compensation provided pursuant to this section. Superintendents, assistant
superintendents, associate superintendents, directors/coordinators, supervisors, and
finance officers with certification based on academic preparation at the doctoral degree
level shall receive a salary supplement of two hundred fifty-three dollars ($253.00) per
month in addition to the compensation provided for under this section.
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SECTION 7.3.(e) The State Board of Education shall not permit local
school administrative units to transfer State funds from other funding categories for
salaries for public school central office administrators.

SECTION 7.3.(f) The annual salary increase for all permanent full-time
personnel paid from the Central Office Allotment shall be five and one-half percent
§5.5%), commencing July 1, 2006. The State Board of Education shall allocate these
unds to local school administrative units. The local boards of education shall establish
guidelines for providing salary increases to these personnel.

NONCERTIFIED PERSONNEL SALARY AND FAIR MINIMUM PAY

SECTION 7.4.(a) The annual salary increase for permanent, full-time
noncertified public school employees whose salaries are supported from the State's
General Fund shall be five and one-half percent (5.5%), commencing July 1, 2006.

SECTION 7.4.(b) Local boards of education shall increase the rates of pay
for such employees who were employed for all or part of fiscal year 2005-2006 and who
continue their employment for fiscal year 2006-2007 by providing an annual salary
increase for employees of five and one-half percent (5.5%).

SECTION 7.4.(c) The State Board of Education ma?/ adopt salary ran?es for
noncertified personnel to support increases of five and one-half percent (5.5%) tor the
2006-2007 fiscal year.

SECTION 7.4.(d?1 Effective July 1, 2006, permanent full-time noncertified
public school employees whose salaries are supported from the State's General Fund
shall be paid a minimum salary of at least twenty thousand one hundred twelve dollars
($20,112§ per year. Permanent, full-time employees working on a schedule requiring
less than 12 months' service per year and permanent part-time employees, whose
salaries are supported from the State's General Fund, shall be paid the minimum salary
pro rata. The fair minimum wage salary adjustment provided by this section shall be
calculated and awarded after any across-the-board salary increases authorized by this
act.

BONUS FOR CERTIFIED PERSONNEL AT THE TOP OF THEIR SALARY
SCHEDULES
SECTION 7.5. Effective July 1, 2006, any permanent personnel employed
on July 1, 2006, and paid at the top of the principal and assistant principal salary
schedule shall receive a one-time bonus equivalent to two percent &%). Personnel
defined under G.S. 115C-325(a)(5a) are not eligible to receive the bonus.

FUNDS TO IMPLEMENT THE ABCS OF PUBLIC EDUCATION
~ SECTION 7.6.(a) The State Board of Education shall use funds
appropriated in this act for State Aid to Local School Administrative Units to provide
incentive funding for schools that met or exceeded the projected levels of improvement
in student performance during the 2005-2006 school year, In accordance with the ABCs
of Public Education Program. In accordance with State Board of Education policy:
(1)  Incentive awards in schools that achieve higher than expected
Improvements may be up to:
a. One thousand five hundred dollars ($1,500) for each teacher
and for certified personnel; and
b.  Five hundred dollars ($500.00) for each teacher assistant.
2 anentlve awards in schools that meet the expected improvements may
e up to:
a. Seven hundred fifty dollars ($750.00) for each teacher and for
certified personnel; and
b. Three hundred seventy-five dollars ($375.00) for each teacher
assistant.
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SECTION 7.6.(b) Notwithstanding G.S. 143-23, the State Board of
Education may use funds appropriated to the Department of Public Instruction and to
the State Public School Fund to establish a consolidated, comprehensive program
through which to provide assistance to low-performing schools. For this purpose only,
the Board may, with approval from the Office of State Budget and Management,
transfer funds between personal service and nonpersonal service line items currently
supporting positions, related operating costs, and contracts for school improvement
teams and for assistance teams. Funds transferred pursuant to this section shall not be
used to raise the salary of existing employees.

The Board shall report to the Joint Legislative Education Oversight
Committee and the Joint Legislative Commission on Governmental Operations by
January 15, 2007, on any restructuring of the assistance program pursuant to this
section.

SECTION 7.6.(c) The State Board of Education shall review the incentive
award structure described in this section to ensure that extraordinary performance is
rewarded. In addition, the Board shall determine whether the relationship between
awards for teachers and teacher assistants and the Board's strategic priorities is
appropriate. The Board shall provide a preliminary report of its findings and
rleSCOZrSBnGendations to the Joint Legislative Education Oversight Committee by December

CHILDREN WITH DISABILITIES

SECTION 7.7. The State Board of Education shall allocate funds for
children with disabilities on the basis of two thousand nine hundred seventy-two dollars
and fifty-two cents ($2,972.52) per child for a maximum of 170,240 children for the
2006-2007 school year. Each 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 five-tenths percent (12.5%) of the 2006-2007 allocated average daily membership
in the local school administrative unit.

The dollar amounts allocated under this section for children with disabilities
shall also adjust in accordance with legislative salary increments, retirement rate
gdjugtlments, and health benefit adjustments for personnel who serve children with

isabilities.

FUNDS FOR ACADEMICALLY GIFTED CHILDREN

SECTION 7.8. The State Board of Education shall allocate funds for
academically or intellectually gifted children on the basis of nine hundred sixty-one
dollars and sixty cents ($961.60) per child. A local school administrative unit shall
receive funds for a maximum of four percent (4%) of its 2006-2007 allocated average
daily membership, regardless of the number of children identified as academically or
intellectually gifted in the unit. The State Board shall allocate funds for no more than
57,419 children for the 2006-2007 school year.

The dollar amounts allocated under this section for academically or
intellectually gifted children shall also adjust in accordance with legislative salary
increments, retirement rate adjustments, and health benefit adjustments for personnel
who serve academically or intellectually gifted children.

DISADVANTAGED STUDENT SUPPLEMENTAL FUNDING
SECTION 7.10. Section 7.8 of S.L. 2005-276 is amended by adding a new
subsection to read:

"SECTION 7.8.(c) Beginning in the 2006-2007 fiscal year, funds appropriated to a
local education agency (LEA) for disadvantaged student supplemental funding (DSSF)
shall be allotted based on: (i) the LEA's eligible DSSF population and (ii) the difference
between a teacher-to-student ratio of 1:21 and the following teacher-to-student ratios:
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(1)  For counties with wealth greater than ninety percent (90%) of the
statewide average, a ratio of 1:20.5; _

(2)  For counties with wealth not less than eighty percent (80%) and not
()]

qrggter than ninety percent (90%) of the statewide average, a ratio of
1:20;
For counties with wealth less than eighty percent (80%) of the
statewide average, a ratio of 1:19.5:; and
(4) For LEAs receiving DSSF funds in 2005-2006, a ratio of 1:16. These
LEAs shall receive no less than the DSSF amount allotted in
2005-2006.
For the purpose of this subsection, wealth shall be calculated under the low-wealth
supplemental formula."

LEARN AND EARN HIGH SCHOOLS
SECTION 7.11. Section 7.32 of S.L. 2005-276 is amended by adding the
following new subsections:

"SECTION 7.32.(e) Enrollment fees and tuition for The University of North
Carolina courses in which Learn and Earn students are enrolled are allowable uses of
these funds. Tuition costs may include laboratory fees assessed to all students enrolled
In the course or a similar course.

SECTION 7.32.(f) Textbooks required for college courses in which Learn and Earn
students are enrolled may be purchased with these funds.

SECTION 7.32.(g) Payment of fees from these funds by local school
administrative units to partnering community colleges and universities are restricted to
technology or course fees. Funds appropriated in this act shall not be used to support the
cost of athletic or other student activity or campus fees not required by enrollment in a
specific course.

SECTION 7.32.(h) The State Board of Education shall allot funds for university
enrollment, tuition and fees, and textbooks on the basis of and after verification of the
credit hour enrollment of Learn and Earn students in university courses. The State
Board of Education shall allot funds for community college fees and textbooks on the
basis of and after verification of the credit hour enrollment of Learn and Earn students
In community college courses."

NC WISE POSITIONS

SECTION 7.12.(a) Notwithstanding G.S. 143-23, the State Board of
Education may, in consultation with the Office of Information Technology Services, use
funds appropriated in this act for NC WISE to create a maximum of 20 positions and
incur expenditures necessary to transfer the maintenance and administration of the NC
WISE system from the vendor to the Department of Public Instruction.

SECTION 7.12.(b) The Department of Public Instruction shall report on a
quarterly basis to the Joint Legislative Education Oversight Committee on the
implementation of the NC WISE project.

LITERACY COACHES

SECTION 7.13. Funds are appropriated in this act to support the selection
and hiring of 100 literacy coaches. The State Board of Education shall allocate these
positions to the 100 schools with the lowest average scores on the eighth grade
end-of-grade reading test over the most recent three years for which data is available.

EXPAND LEA ACCESS TO EDUCATION VALUE ADDED ASSESSMENT
SYSTEM (EVAAS)
SECTION 7.14.(a) The State Board of Education shall identify local school
administrative units to receive funds for purchasing licenses to EVAAS diagnostic
software based on criteria that shall include (i) identified need, (ii) readiness, and (iii)
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coungl wealth, as defined in the Low-Wealth Supplemental Funding Formula. The
Board shall identify as many units as possible within funds available for this purpose.

SECTION 7.14.(b) Funds appropriated for EVAAS in the 2005-2006 fiscal
year shall not revert, but shall be carried forward to the 2006-2007 fiscal year for
expenditures for training related to expanding local school administrative units' access
to the EVAAS tool. Any such funds not spent by June 30, 2007, shall revert to the
General Fund.

SECTION 7.14.(c) This section becomes effective June 30, 2006.

CLARIFY DEFINITION: PUBLIC SCHOOL CAPITAL FUNDS
SECTION 7.15. G.S. 115C-546.2(d)(2)a. reads as rewritten:

"a.  "Effective county tax rate" means the actual county tax rate
rate, including any countywide supplemental taxes levied for
the benefit of public schools, multiplied by a three-year
weighted average of the most recent annual sales assessment
ratio studies."

NORTH CAROLINA VIRTUAL PUBLIC SCHOOL

SECTION 7.16.(a) The North Carolina Virtual Public School (NCVPS)
program shall report to the State Board of Education and shall maintain an
administrative office at the Department of Public Instruction

SECTION 7.16.(b) The Director of NCVPS will ensure that course quality
standards are established and met and that all e-learning opportunities offered by
State-funded entities to public school students are consolidated under the NC Virtual
Public School Program, eliminating course duplication. The Director shall report on the
proposed consolidation and operating plan for 2007-2008 to the Joint Legislative
Education Oversight Committee, the Office of State Budget and Management, and the
Fiscal Research Division no later than January 15, 2007. Consolidation will be
completed by June 30, 2007. Notwithstanding G.S 143-23, the State Board of Education
may move funds within the budget to implement the consolidation.

SECTION 7.16.(c) Subsequent to course consolidation, the Director will
prioritize e-learning course offerings for students residing in rural and low-wealth
county LEAs, in order to expand available instructional opportunities. First-available
e-learning instructional opportunities should include courses required as part of the
stan_(ljalgfl course of study for high school graduation and AP offerings not otherwise
available.

SECTION 7.16.(d) The State Board of Education shall develop an allotment
formula for funding e-learning, effective in the 2007-2008 fiscal year. In developing the
formula, the Board shall consider, at a minimum, the following: _

(1)  The number of students in average daily membership (ADM) projected

to enroll in e-Iearnin‘g,
2 The projected cost of fees for e-learning courses,
3 The extent to which projected enrollment in e-learning courses affects
funding required for other allotments that are based on ADM.

SECTION 7.16.(2e) Any funds appropriated in this act for the NCVPS
program that are not expended in fiscal year 2006-2007 shall be carried forward for
expenditure in fiscal year 2007-2008. Any such funds that remain unexpended on June
30, 2008, shall revert to the General Fund.

DISTANCE EDUCATION

SECTION 7.17. Notwithstanding G.S. 143-23, the State Board of Education
may use monies from the State Public School Fund in the 2006-2007 fiscal year only to
pay for the additional costs associated with an increased number of registration fees for
students enrolling in Distance Education courses.
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TRANSFER MORE AT FOUR PROGRAM AND OFFICE OF SCHOOL
READINESS TO THE DEPARTMENT OF PUBLIC INSTRUCTION
SECTION 7.18.(a) The More at Four program and the Office of School
Readiness are transferred from the Office of the Governor to the Department of Public
Instruction effective July 1, 2006. This transfer shall have all of the elements of a Type
| transfer, as defined in G.S. 143A-6. The Office of School Readiness will provide
oversight to the More at Four program and other related early childhood and
prekindergarten education experiences. An Executive Director for the Office of School
Readiness will be appointed by the State Board of Education.
SECTION 7.18. Eb) Section 10.67 %g of S.L. 2005-276 is repealed.
SECTION 7.18.(c) Section 10.67(b) of S.L. 2005-276 reads as rewritten:
"SECTION 10.67.(b) The |
Department of Public Instruction-with-guidance-from-the Task-Feree; shall continue the
implementation of the "More at Four" prekindergarten program for at-risk
four-year-olds who are at risk of failure in Kindergarten. The program is available
statewide to all counties that choose to participate, including underserved areas. The
goal of the program is to provide qualiti prekindergarten services to a greater number of
at-risk children in order to enhance kindergarten readiness for these children. The
program shall be consistent with standards and assessments established jointly by the
Department of Health and Human Services and the Department of Public Instruction.
The program shall include:
1 %Alprocess and system for identifying children at risk of academic
ailure
(2) A process and system for identifying children who are not being
served firstpriority-in formal early education programs, such as child
care, public or private preschools, Head Start, Early Head Start, early
intervention programs, or other such programs, who demonstrate
educational needs, and who are eligible to enter kindergarten the next
school year, as well as children who are underserved.
(3) A curriculum or several curricula that are research-based and/or built
on sound mstructlonal theorv .

eumeulra—These currlcula shall: (1) focus prlmarlly on oral Ianguage
and emergent literacy; (ii) en age children through ke?/Iexperlences
e

and provide background knowledge requisite for formal learning and
successful reading in the early elementary years; ?iii) involve active
learning; ?v) promote measurable kindergarten language-readiness
skills that Tocus on emergent literacy and mathematical skills; and #v)
develop skills that will prepare children emotionally and socially for
kindergarten.

(4)  Anemphasis on ongoing family involvement with the prekindergarten
pro ram.

5) giuation of child progress through a

statewide evaluation, as well as
ongoing assessment of the children by teachers.

(6)  Guidelines for a system to reimburse local school boards and systems,
private child care providers, and other entities WI||InP to establish and
provide prekindergarten programs to serve at-risk children.

(7) A system built upon existing local school boards and systems, private
child care providers, and other entities that demonstrate the ability to
establish or expand prekindergarten capacity.

(8) A quality-control system. Participating providers shall comply with
standards and guidelines as established by the Department of Health
and Human Services and the Department of Public Instruction;-ane-the
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TFask—+eree. The Department may use the child care rating system to
assist in determining program participation.

(9)  Standards for minimum teacher (iuallflcatlons A portion of the
classroom sites |n|t|all?/ funded shall have at least one teacher who is
certified or provisionally certified in birth-to-kindergarten education.

(10) A local contribution. Programs must demonstrate that they are
accessing resources other than "More at Four".

11) A system of accountability.
12) Consideration of the reallocation of existing funds. In order to
maximize current funding and resources, the Department of Health and
Human Services and the Department of Public Instruction,—and-the
TFask-Feree shall consider the reallocation of existing funds from State
and Iocal programs that provide prekindergarten-related care and
services.'
SECTION 7.18.(d) Section 10.67(c) of S.L. 2005-276 reads as rewritten:
"SECTION 10.67.(c) The Department-of-Health-and-Human-Services Department
of Public Instruction shall implement a plan to expand planferexpansion-of-the-""More
at Four" program standards within existing resources to include four- and five-star-rated
centers and schools servm four -year-olds and develop gurdellnes for these programs

} i . The "NC Prekinderqarten
Program Standards" initiative shall recognize four- and five-star-rated centers that
choose to apply and meet equivalent "More at Four" (program standards as high quality
pre-k classrooms. Classrooms meeting these standards shall, have at—a—mmrmuhor,
receive—curricula—and-access to training and workshops for ' 'More at Four" programs.
Whenever expansion slots are available, these classrooms shaII have flrst pr|or|ty to
receive them.a A ' 3

" The "More at Four" program shall review the number of slots filled by
counties on a monthly basis and shift the unfilled slots to counties with waiting lists.
The shifting of slots shall occur through Becember-36,2005; January 31 of each year,

at which time any remaining funds for slots unfilled shall be used to meet the needs of
the waiting list for subsidized child care.'

SECTION 7.18.(e) Section 10.67(d) of S.L. 2005-276 reads as rewritten:
SECTION 10 67. (d) Ihe—Department—et—Health—anel—Hemanéemees,—the

1—2996 The Department of Publi¢ Instruction shall submit a report bv Februarv 1, 2007
to the Joint Legislative Commission on Governmental Operations, the Joint Leglslatlve
Education Oversight Committee, the Senate Appropriations Committee on Health-and

Human-Services Education, the House of Representatives Appropriations Subcommittee

on Health-and-Human-Services Education, and the Fiscal Research Division. This final

report shall include the following:

1 The number of children participating in the program.

2 The number of children participating in the program who have never
been served in other early education programs, such as child care,
public or private preschool, Head Start, Early Head Start, or early
Intervention dprogramg,.

(3)  The expected expenditures for the programs and the source of the local
match tor each grantee.

(4)  The location of program sites and the corresponding number of
children participating In the program at each site.
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@@ A comprehensive cost analysis of the program, including the cost per
child served by the program. o
A(6) The - -
status of the NC Prekindergarten initiatives as outlined in this
section."
SECTION 7.18.(f) Section 10.67(e) of S.L. 2005-276 reads as rewritten:
"SECTION 10.67.(e) For the 2005-2006 and the 2006-2007 fiscal years, the "More
at Four" program shall establish income eligibility requirements for the program not to

exceed seventy-five percent (75%) of the State median income
eeﬂslstem—wnz—the—ehﬂd—eape—a%ady—reqwemems. Up to twenty percent (20%) of

children enrolled may have family incomes in excess of seventy-five percent (75%) of
median income if they have other designated risk factors."

SECTION 7.18.(?]) Section 10.67(f) of S.L. 2005-276 reads as rewritten:

"SECTION 10.67.(f) The "More at Four” program funding shall not supplant any
funding for classrooms serving four-year-olds as of the 2003-2004 2005-2006 fiscal
ear._Support of existing four-year-old classrooms with "More at Four" program
unding shall be permitted when current funding is eliminated, reduced or redirected as
required to meet other specified federal or State educational mandates."

SECTION 7.18.(h) Section 10.67(g) of S.L. 2005-276 is repealed.

SECTION 7.18.(i) G.S. 115C-242(1) reads as rewritten:

"(1) A school bus may be used for the transportation of pupils enrolled in
and employees in the operation of the school to which such bus is
assigned by the superintendent of the local school administrative unit.
Except as otherwise herein provided, such transportation shall be
limited to transportation to and from such school for the re%ularly
organized school day, and from and to the points designated by the
principal of the school to which such bus is assigned, for the receiving
and discharging of passengers. No pupil or employee shall be so
transported upon any bus other than the bus to which such pupil or
employee has been assigned pursuant to the provisions of this Article:
Provided, that children enrolled in a Headstart program or any More at
Four program whieh : G-OW ed-b

focalschool-administrative unit-where-school-is-being-conducted-may
be transported on public school buses, and any additional costs
associated with such se-enrg-as-the-contractual arrangements_shall be
incurred by the benefitting Head Start or More at Four program-rade

eause—ne—e;@a—e;agense—te—theéta{e: Provided further, that children
with special needs may be transported to and from the nearest
appropriate private school having a special education program
approved by the State Board of Education if the children to be
transported are or have been placed in that program by a local school

administrative unit as a result of the State or the unit's duty to provide
such children with a free appropriate public education."

ADMINISTRATIVE FUNDING FOR TEACHING FELLOWS PROGRAM
SECTION 7.19.(a) G.S. 115C-363.23A(f) reads as rewritten:

“(f)  All funds appropriated to or otherwise received by the Teaching Fellows
Program for scholarships, all funds received as repayment of scholarship loans, and all
interest earned on these funds, shall be placed in a revolving fund. This revolving fund
shall be used for scholarship loans granted under the Teaching Fellows Program. With
the prior approval of the General Assembly in the Current Operations Appropriations
Act, the revolving fund may also be used for campus and summer program support, and
costs related to disbursement of awards and collection of loan repayments.
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Fhe-With the prior approval of the General Assembly in the Current Operations
Appropriations Act, the revolving fund may also be used by the Public School Forum,
as administrator for the Teaching Fellows Program, may—use—up—te—ene—hunéped—ﬁ#ﬁ

ousand-doHars($150, nuallyfrom-the fund-balance-for costs associated wit
administration of the Teaching Fellows Program."

SECTION 7.19.(b) The Public School Forum, as administrator for the
Teaching Fellows Program, may use up to eight hundred ten thousand dollars
($810,000) for the 2006-2007 fiscal %/ear from the balance in the revolving fund
established in G.S. 115C-363.23A(f) for costs associated with administration of the
Teaching Fellows Program. The funding Provided for administration of the Teaching
Fellows Program in this subsection shall be used to meet current administrative
expenses of the Program, expand minority recruitment initiatives, and expand the
Program to up to four additional campuses using a merit-based selection process
developed b%/t e North Carolina Teaching Fellows Commission.

The Teaching Fellows Program shall report to the Joint Legislative Education
Oversight Committee by March 15, 2007, on:

(1) Actual expenditures for the 2005-2006 fiscal year and budgeted
expenditures for the 2006-2007 fiscal year for administration of the
Program;

ézg Initiatives to recruit minorities to the Program; and

The additional campuses selected to participate in the Program and the
selection process.

REFUND OF LOCAL SALES AND USE TAXES TO A LOCAL SCHOOL

ADMINISTRATIVE UNIT

SECTION 7.20.(a) G.S. 105-467(b) reads as rewritten:

"(b) Exemptions and Refunds. — The State exemptions and exclusions contained
in G.S. 105-164.13, the State sales and use tax holiday contained in G.S. 105-164.13C,
and the State refund Jorovisions contained in G.S. 105-164.14 apply to the local sales
and use tax authorized to be levied and imposed under this Article. AExcept as provided
in this subsection, a taxing county may not allow an exemption, exclusion, or refund
that is not allowed under the State sales and use tax._A local school administrative unit
and a joint agency created by interlocal agreement among local school administrative
units_pursuant to G.S. 160A-462 to jointly purchase food service-related materials,
supplies, and equipment on their behalf is allowed an annual refund of sales and use
taxes paid by it under this Article on direct purchases of tangible personal property and
services, other than electricity and telecommunications service. Sales and use tax
liability indirectly incurred by the entity on building materials, supplies, fixtures, and
equipment that become a part of or annexed to any building or structure that is owned or
leased by the entity and is being erected, altered, or repaired for use by the entity is
considered a sales or use tax liability incurred on direct purchases by the entity for the
purpose of this subsection. A request for a refund shall be in writing and shall include
any information and documentation required by the Secretary. A request for a refund is
due within six months after the end of the entity's fiscal year. Refunds applied for more
than three years after the due date are barred."

SECTION 7.20.(b) Section 7.51(c) of S.L. 2005-276, as amended by
Section 7 of S.L. 2005-345, reads as rewritten:

"SECTION 7.51.(c) Subsection (b) of this section becomes effective Jul¥ 1, 2006.
Notwithstanding the provisions of G.S. 105-164.44H, for the 2006-2007 fiscal year, the
amount transferred to the State Public School Fund each quarter shall equal one-fourth
of the amount refunded under G.S. 105-164.14(c)(2b) and (2c) during the 2005-2006
fiscal year for State sales and use taxes only plus or minus the percentage of that amount
by which the total collection of State sales and use tax increased or decreased during the
preceding fiscal year. The remainder of this section becomes effective July 1, 2005, and
applies to sales made on or after that date."
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SECTION 7.20.(c) This section becomes effective July 1, 2005, and applies
to sales made on or after that date.

SALAI(R;\C(; SUPPLEMENT FOR MATH AND SCIENCE TEACHERS PILOT
PROGRAM

SECTION 7.21.(a) Funds in the amount of five hundred fifteen thousand
one hundred fifteen dollars g 515,115) are appropriated in this act for a pilot ﬁrogram
providing for a salary supplement for newly hired teachers (as defined by the State
Board of Education) of mathematics or science at the middle or high school level. The
State Board of Education shall develop the pilot program and select three local school
administrative units to participate in the pilot program. In selecting the units, the Board
shall target low-performing local school administrative units and take g[:]eographical
diversity into account. Selected local school administrative units shall use salary
supplement funds for newly hired teachers at low-performing schools.

Each of the Pilot units shall receive funds to provide for a salary supplement
of fifteen thousand dollars ($15,000) to up to 10 newly hired teachers at the middle or
high school level who have nonprovisional certification in and are teaching in one or
more of the following areas of teacher certification:

Middle grades mathematics,
Middle grades science,
Mathematics (9-12),
Science (9-12),

Earth science (9-12),
Biology (9-12),

Physics (9-12), and
Chemistry (9-12).

SECTION 7.21.(b) In accordance with G.S.115C-325 and by way of
clarification, it shall not constitute a demotion as that term is defined in
G.S. 115C-325(a)(4) if: _

(1) A teacher who receives a salary supplement pursuant to subsection (a)
of this section is reassigned to a school at which there is no such salary
supplement; _

(2) A teacher who receives a salary supplement pursuant to subsection (a)
of this section moves to a different local school administrative unit; or

(3) A teacher receives a salary supplement pursuant to subsection (a) of
thzjs secation and the salary supplement is subsequently discontinued or
reduced.

SECTION 7.21.(c) Funds not needed to pay for salary supplements shall

revert to the General Fund.

SECTION 7.21.(d) The State Board of Education shall report to the Joint
Legislative Education Oversight Committee on the design of the pilot program prior to
implementation. The State Board of Education shall report to the Joint Legislative
Edugggon Oversight Committee on the implementation of the pilot program by January
15, 2007.

STUDY THE COMPENSATION OF SCHOOL PSYCHOLOGISTS WITH
NATIONAL CERTIFICATION

SECTION 7.22. The State Board of Education shall study the adequacy of
the compensation of school psychologists who are designated as Nationally Certified
School Psychologists by the National School Psychology Certification Board. In the
course of the study, the State Board of Education shall consider (i) whether these school
psychologists should be compensated at the same level as teachers who are certified by
the National Board for Professional Teaching Standards (NBPTS) and (ii) the cost of
compensating them at that level.

CO~NOYUITRA WN -
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~ The State Board of Education shall report the results of its study to the Joint
Legislative Education Oversight Committee prior to January 15, 2007.

PART VIII. COMMUNITY COLLEGES

SALARIES OF COMMUNITY COLLEGE FACULTY AND PROFESSIONAL
STAFF
~ SECTION 8.1.(a) Section 8.3 of S.L. 2005-276 is amended by adding a new
subsection to read: o _
"SECTION 8.3.(b1) For the 2006-2007 school year, the minimum salaries for
nine-month, full-time, curriculum community college faculty shall be as follows:

Education Level Minimum Salary
2006-2007
Vocational Diploma/Certificate or Less $31,728
Associate Degree or Equivalent $32,195
Bachelors Degree $34,220
Masters Degree or Education Specialist %536,016

Doctoral Degree $38,607
No full-time faculty member shall earn less than the minimum salary for his or her
education level.

The pro rata hourly rate of the minimum salary for each education level shall be
used to determine the minimum salary for part-time faculty members."

SECTION 8.1.(b) Section 8.3(g) of S.L. 2005-276 reads as rewritten:

"SECTION 8.3.(g) Funds-For the 2005-2006 fiscal year, funds appropriated in this
act for salary increases shall be used to increase faculty and professional staff salaries
by an average of two percent (2%). These increases are in addition to other salary
increases provided for in this act and shall be calculated on the average salaries prior to
the issuance of the compensation increase. For the 2006-2007 fiscal year, funds
appropriated in this act for salary increases shall be used to increase faculty and
professional staff annual salaries by six percent (6%). Colleges may provide additional
increases from funds available.

The State Board of Community Colleges shall adopt rules to ensure that these funds
are used only to move faculty and professional staff to the respective national averages.
These funds shall not be transferred by the State Board or used for any other budget
purpose by the community colleges.”

USE OF FUNDS APPROPRIATED FOR ISOTHERMAL COMMUNITY
COLLEGE
'SECTION 8.2. Funds appropriated for composite testing at Isothermal
Community College and not used for that purpose may be used to purchase equipment
for the Lifelong Learning Center located at Isothermal Community College.

USE OF FUNDS FOR THE COLLEGE INFORMATION SYSTEM PROJECT

SECTION 8.3.$a) Funds appropriated to the Community Colleges System
Office for the College Information System Project shall not revert at the end of the
2005-2006 fiscal year but shall remain available until expended. _

SECTION 8.3.(b) Notwithstanding G.S. 143-23, the Community Colleges
System Office may, subject to the approval of the Office of State Budget and
Management, in consultation with the Office of Information Technology Services, and
after consultation with the Joint Legislative Commission on Governmental Operations,
use funds apPropriated in this act for the College Information System Project to create a
maximum of 20 positions or incur expenditures necessary to transfer the maintenance
and administration of the College Information System Project from the vendor to the
System Office.
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SECTION 8.3.(c) The Community Colleges System Office shall report on a
quarterly basis to the Joint Legislative Education Oversight Committee on the
implementation of the College Information System Project. _

2006 SECTION 8.3.(dg Subsection (a) of this section becomes effective June 30,

CARRYFORWARD FOR EQUIPMENT _

SECTION 8.4.(a) Subject to the approval of the Office of State Budget and
Management and cash availability, the North Carolina Community Colleges System
Office may carry forward an amount not to exceed ten million dollars ($10,000,000) of
the operating funds that were not reverted in fiscal year 2005-2006 to be reallocated to
the State Board of Community Colleges' Equipment Reserve Fund. These funds shall
be distributed to colleges consistent with G.S. 115D-31.

SECTION 8.4.(b) This section becomes effective June 30, 2006.

NC COMMUNITY COLLEGE SYSTEM MAY USE STATE FUNDS IN LIEU
OF FEDERAL FUNDS DUE TO FEDERAL MANDATES
SECTION 8.5. Notwithstanding G.S. 143-23, the Community Colleges
System Office may use State literacy funds to fund the State administration of the GED
office. Federal funds previously used to support the State administration functions shall
be reallocated to the colleges.

REPORT ON THE NCCCS BIONETWORK

SECTION 8.6. The Community Colleges System Office shall report by
November 1, 2006, to the Joint Legislative Education Oversight Committee, the Office
of State Budget and Management, and the Fiscal Research Division on the
implementation of the NCCCS BioNetwork. This report shall include an explanation of
the BioNetwork's activities, accomplishments, and expenditures.

STUDY OF NEW AND EXPANDING INDUSTRY TRAINING

SECTION 8.7. The Office of State Budget and Management shall conduct a
study to analyze and evaluate the New and Expanding Industr?/ Training program of the
North Carolina Community College System. This study shall examine the companies
served, the number of times each company has been served, the number of jobs created,
the length of time the company has remained in North Carolina after receiving New and
Expanding Industry Training funds, and whether the company has maintained
employment levels at the same level promised when training was received. The
findings of the stud%/ shall be reported to the Joint Legislative Education Oversight
Committee no later than April 1, 2007.

MATCHING REQUIREMENT FOR BOND FUNDS
SECTION 8.8. Section 3(d) of S.L. 2000-3 reads as rewritten:

"Section 3.(d) If the State Board of Community Colleges determines that a
community college has not met its matching requirements by July 1, 2606;2007, with
respect to a capital improvement project for which bond proceeds are allocated in this
act, the Board shall certify that fact to the State Treasurer by October 1, 2006.2007. All
of these bond proceeds with respect to which the Board certifies that the matching
requirement has not been met by July 1, 2006,2007, shall be placed by the State
Treasurer in a special account within the Community Colleges Bond Fund and shall be
used for making dgrants to community colleges. Bond proceeds in the special account
shal(;_be allocated among the community colleges in accordance with the following
conditions:

(1)  The State Board of Community Colleges shall generate, by October 1,
2006;2007, a priority ranking of legitimate community college capital
improvement needs using a formula based on objective meaningful
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factors relevant to capital needs, including actual and projected

enrollment, space requirements, current capacity, construction costs,

and any other factors the State Board considers relevant.

(2) The State Board of Community Colleges shall provide the State
Treasurer a projected allocation of the proceeds in the special account
in accordance with this priority ranking, except that:

a. No projected allocation shall be made for a community college
that the Board certified in accordance with this subsection had
failed to meet a matching requirement.

b. No more than four million dollars ($4,000,000) shall be
allocated to a single community college.

C. Funds shall not be allocated for more than one project per
community college.

(3) The proceeds of grants made from bond proceeds in the special
account shall be allocated and expended for paying the cost of
community college capital improvements in accordance with this
allocation by the State Board of Community Colleges, to the extent
and as provided in this act. The Director of the Budget is empowered,
when the Director of the Budget determines it is in the best interest of
the State and the North Carolina Community College System to do so,
and if the cost of a particular project is less than the projected
allocation, to use the excess funds to increase the size of that project or
increase the size of any other project itemized in this section, or to
increase the amount allocated to a particular community college within
the aggregate amount of funds available under this section. The
Director of the Budget shall consult with the Advisory Budget
Commission and the Joint Legislative Commission on Governmental
Operations before making these changes."

COMMUNITY COLLEGE LOW-WEALTH FUNDING
’ SECTION 8.9.(a) G.S.115D-31.3 is amended by adding a new subsection
to read:
Use of funds in low-wealth counties. — Funds retained by colleges or
distributed to colleges pursuant to this section may be used to supplement local funding
for maintenance of plant if the college does not receive maintenance of plant funds
pursuant to G.S.115D-31.2, and if the county in which the main campus of the
community college is located:
(1) Is designated as a Tier 1 or Tier 2 county in accordance with
G.S. 105-129.3;
(2) Had an unemployment rate of at least two percent (2%) above the
State average or greater than seven percent (7%), whichever is higher,
in the prior calendar year; and
(3) Is a county whose wealth, as calculated under the formula for
distributing supplemental funding for schools in low-wealth counties,
IS eighty percent (80%) or less of the State average.
Funds may be used for this purpose only after all local funds appropriated for
maintenance of plant have been expended."
SECTION 8.9.(b) This section becomes effective June 30, 2006.

COMMUNITY COLLEGE FACILITIES AND EQUIPMENT

SECTION 8.10.(a) Of the funds appropriated to the Community Colleges
Sgstem Office for facilities and equipment needs, the sum of fifteen million dollars
($15,000,000) shall be used to create the Community College Facilities and Equipment

Fund. This Fund shall be used for the purpose of a\_/varding? grants to community
colleges for facility and equipment needs. The Community Colleges System Office, in
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consultation with the State Board of Community Colleges shall develop a competitive

grant application process and guidelines for facility or equipment needs. The State

Board of Community Colleges shall award grants on the merit of the applications

received. No individual grant may exceed the sum of one million dollars ($1,000,000).

These grants shall be awarded on a matching basis of one State dollar for
every one non-State dollar.
SECTION 8.10.(b) Beginning September 1, 2006, the Community Colleges

System Office shall submit a report to the Office of State Budget and Management and

the Fiscal Research Division containing the following information about each grant that

was awarded: (i) the name of the community college; (ii) a description of the project;
(|||? the project location; (iv) the cost-benefit analysis conducted by the Community
Crtlo leges System Office and the rationale for awarding the grant; and (v) the amount of
the grant.

~ SECTION 8.10.(c) The Community Colleges System Office shall develop
guidelines related to the administration of the Community College Facilities and

Equipment Fund and to the selection of projects to receive grants from the Fund. At

least 20 days before the effective date of any guidelines or nontechnical amendments to

guidelines, the System Office must publish the proposed guidelines on the System

Office's Web site and provide notice to persons who have requested notice of proposed

guidelines. In addition, the State Board shall accept oral and written comments on the

proposed guidelines during the 15 business days beginning on the first day that the

Department has completed these notifications. For the purpose of this subsection, a

technical amendment is either of the following:
élg An amendment that corrects a spelling or grammatical error.

2)  An amendment that makes a clarification based on public comment
and could have been anticipated by the public notice that immediately
preceded the public comment.

] SECTION 8.10.(d) G.S. 150B-1(d) is amended by adding a new subdivision

to read:
"(d? Exemptions from Rule Making. — Article 2A of this Chapter does not apply to
the following:

(14) The Community Colleges System Office in developing guidelines for
the Community College Facilities and Equipment Fund."

PART IX. UNIVERSITIES

UNC-NCCCS 2+2 E-LEARNING INITIATIVE
SECTION 9.1. The University of North Carolina and Community Colleges

System Office shall report by September 1, 2006, to the Joint Legislative Education

Oversight Committee, the Office of State Budget and Management, and the Fiscal

Research Division of the General Assembly on the implementation of the UNC-NCCCS

2+2 E-Learning Initiative. This report shall include:

élg The courses and programs within the 2+2 E-Learning Initiative;

2 The total number of prospective teachers that have taken or are taking
part in this initiative to date broken down by the current academic
period and each of the previous academic periods since the program's
Inception;

(3) The total number of teachers currently in the State's classroom, by
local school administrative unit, who have taken part in this initiative;

(4)  The change in the number of teachers available to schools since the
program'’s inception;

(5) The qualitative data from students, teachers, local school
administrative unit personnel, university personnel, and community
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college personnel as to the impact of this initiative on our State's
teaching pool; and

(6) An explanation of the expenditures and collaborative programs
between the North Carolina Community College System and The
University of North Carolina, including recommendations for
improvement.

TEACHER EDUCATION PROGRAM ENROLLMENT PLANS

SECTION 9.2. The University of North Carolina Board of Governors' Task
Force on Meeting Teacher Supply and Demand called for the President to develop a
plan for enrollment growth in the University System's teacher education programs to
respond to the State's shortage of teachers. In a presentation to the Joint Legislative
Education Oversight Committee and to the Board of Governors, a commitment was
made to increase the number of teacher education graduates. The University of North
Carolina General Administration shall obtain plans from each constituent institution as
to how they will maintain their current enrollment in the teacher education programs
and achieve their growth targets to ensure such increases in those programs occur. Plans
may include using enrollment growth funds for targeted admissions, enhanced student
support, and advising, recruiting, increases in faculty in necessary instructional areas
that lead to certification, and other methods General Administration believes will
achieve those results. The University of North Carolina General Administration shall
report back to the Office of State Budget and Management and the Joint Legislative
Education Oversight Committee no later than December 30, 2006, on each constituent
institution's plan. No later than March 31, 2007, The University of North Carolina
General Administration shall submit a report on pro%ress towards meeting this priority
for the 2007-2008 academic year, based on each constituent institution's current
students in the education programs, and the students who have been accepted for the
2007-2008 fiscal year who are enrolling in the education programs. The report shall also
explain the distribution of enrollment growth funds by specific initiative.

NORTH CAROLINA IN THE WORLD PROJECT

SECTION 9.3. In collaboration with the State Board of Education and the
Department of Commerce, the NC Center for International Understanding shall develop
a plan to ensure that public K-12 international education efforts such as teacher and
student exchanges, curriculum development, and other initiatives for students, teachers,
and administrators are focused on key countries and regions of strategic economic
interest to North Carolina. The North Carolina Center for International Understanding
shall report to the Office of State Budget and Management and the Joint Legislative
Education Oversight Committee on the activities and accomplishments of the two
hundred thousand dollar ($200,000) nonrecurring appropriation for North Carolina in
the World Project no later than March 31, 2007.

A+ SCHOOLS - BUDGET TECHNICAL CORRECTION

SECTION 9.3A. Recurring funds in the amount of one hundred thousand
dollars ($100,000) appropriated to the Department of Public Instruction for the
2006-2007 fiscal year in S.L. 2005-276 as pass-through funds for A+ Schools shall be
transferred to the Board of Governors of The University of North Carolina to provide
pass-through funds for A+ Schools for the same purpose of providing support for the
program that assists schools in implementing comprehensive school reform by
Integrating arts into the curriculum.

STUDY THE FEASIBILITY OF ADDING NORTH CAROLINA WESLEYAN
COLLEGE TO UNC SYSTEM

~ SECTION 9.4.%a) The Board of Governors of The University of North

Carolina shall study the feasibility of making North Carolina Wesleyan College a
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constituent institution of The University of North Carolina. The study shall include all
of the following:

(1) Mission. — The Board of Governors shall evaluate the potential
missions of the campus that would meet the academic and economic
needs of the region, the State, and of the University System. The Board
of Governors shall take into account the need to avoid duplication of
curriculum and programs at other campuses, particularly those within
the same geographic area, unless the need for duplication is warranted.
The Board of Governors shall seek recommendations, suggestions, and
comments from community leaders, educational experts, and business
leaders in defining the mission of the new campus. Particular focus
shall be placed on utilizing the campus in a manner that addresses both
the economic and educational challenges of the region in a unique and
focused manner, such as in the areas of science, technology, education,
and economic development.

(2) Cost. — The Board of Governors shall analyze the potential operating
costs of the campus. Factors such as the mission, staff and faculty
salaries, benefits, total faculty and staff levels, total projected student
enrollment, facility needs, and tuition rates shall be taken into account.

(3)  Facility Needs. — The Board of Governors shall consider what
additional facility needs there may be, taking into account the
proposed mission of the campus. Examples of those needs may be lab
facility upgrades, new buildings to house an expanded student
population, and associated infrastructure expansion.

(4)  Asset Transfer. — The Board of Governors shall obtain legal and
financial anal?/ses to determine if there are any restrictions attached to
any of the College's assets (title to property, gifts to endowment, assets
purchased with restricted grant funds, etc.) that would prohibit the
transfer of the assets to the State. If there are restrictions, then the
analyses shall also include the steps necessary to lift the restrictions
and the costs of obtaining a clear title.

(5) Liability Analysis. — The Board of Governors shall also obtain a legal
analysis to determine whether there are pending liabilities against the
campus or reasonably foreseeable future liabilities a?ainst the campus.
If there are such liabilities, the legal analysis shall also address the
action needed to avoid transfer of any liability to the State.

(6)  Transition of Current Students/Programs. — The Board of Governors
shall consider how best to handle the transition of the currently
enrolled student population, both on and off campus, into continuing
or new curriculum programs during the conversion period.

(7)  Personnel. — The Board of Governors shall assess the employment
status of current personnel to determine what, if any, contractual and
other employment issues may arise in the conversion.

(8)  Legislative Action. — The Board of Governors shall determine the
legislative action and statutory amendments needed to authorize and
implement the conversion.

SECTION 9.4.(b) Of the funds available to the Board of Governors of The

University of North Carolina, the sum of fifty thousand dollars ($50,000) for the
2006-2007 fiscal year shall be used to conduct the study required by this act.

GRADUATE NURSE SCHOLARSHIP PROGRAM FOR FACULTY
PRODUCTION _
SECTION 9.6. Chapter 90 of the General Statutes is amended by adding the
following new Article to read:
"ARTICLE 9H.
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"Graduate Nurse Scholarship Program for Faculty Production.
"§ 90-171.95. Graduate Nurse Scholarship Program for Faculty Production
established; administration.

(@) There 1s established the Graduate Nurse Scholarship Program for Faculty
Production. The North Carolina Nursing Scholars Commission shall determine selection
criteria, methods of selection, and shall select recipients of scholarship loans made
under the Graduate Nurse Scholarship Program for Faculty Production.

b The Graduate Nurse Scholarship Program for Faculty Production shall be
used to provide the following:

(1) A scholarship loan for up to two years in the amount of fifteen
thousand dollars ($15,000) per year, per recipient, to students enrolled
In a masters degree program in nursing education or any other area of
the nursing field that would permit them to become a nursing
instructor at a North Carolina community college or university.

(2) A scholarship loan for up to three years in the amount of fifteen
thousand dollars ($15,000) per year, per recipient, to students enrolled
in a doctoral degree program in nursing education or any other area of
the nursing field that would permit them to become a nursing
instructor at a North Carolina community college or university.

The State Education Assistance Authority shall adopt specific rules to requlate these
scholarship loans.

c If a recipient is awarded a scholarship loan under this program and is
enrolled, or accepted for enrollment, in an eligible program, but is unable to pursue the
course of study in nursing for a semester due to limited faculty resources at the
institution for that semester, then the recipient shall continue to receive the scholarship
loan for that semester and shall not be required to forfeit or repay the scholarship loan
for that semester, provided that the recipient remains otherwise eligible for the program.
This waiver shall be valid for only one semester of study and may extend a recipient's
eligibility for funding under the program by no more than one semester.

(d) The Commission shall adopt stringent standards, which may include
minimum_grade point average, scholastic aptitude test scores, and other standards
deemed appropriate by the Commission, to ensure that only the best potential students
receive loans under the Graduate Nurse Scholarship Program for Faculty Production.
Standards adopted by the Commission shall include provisions for ensuring that the
gualifications of applicants who are or would be nontraditional students are considered
fairly in providing them with opportunities to compete for the loans. Loans under the
Graduate Nurse Scholarship Program for Faculty Production shall be awarded only to
applicants who meet the standards set by the Commission and who agree to teach in a
North Carolina public or private nursing program upon completion of the nursing
education program supported by the loan.

e The Commission shall develop and administer the Graduate Nurse
Scholarship Program for Faculty Production in cooperation with nursing schools at
institutions approved by the Commission and the North Carolina Board of Nursing. The
Graduate Nurse Scholarship Program for Faculty Production shall provide for
participants to be exposed to a range of extracurricular activities while in school, which
activities shall be aimed at instilling in students a strong motivation to remain in the
practice of nursing education and to provide leadership for the nursing profession.

f The Commission shall make an effort to identify and encourage minority
students and students who may not otherwise consider a career in nursing to apply for
the Graduate Nurse Scholarship Program for Faculty Production.

(@) Upon the naming of recipients of loans from the Graduate Nurse Scholarship
Program for Faculty Production, the Commission shall inform the State Education
Assistance Authority (SEAA) of its decisions. The SEAA shall perform all of the
administrative functions necessary to implement this Article, which functions shall
include: rulemaking, dissemination of information to the public, distribution and receipt
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of applications for scholarship loans, and the functions necessary for the execution,
payment, and enforcement of promissory notes required under this Article.
"8§90-171.96. Terms of loans; receipt and disbursement of funds.

(@)  All scholarship loans shall be evidenced by notes made payable to the State
Education Assistance Authority that bear interest at the rate of ten percent (10%) per
year beqginning 90 days after completion of the nursing education program, or 90 days
after termination of the scholarship loan, whichever is earlier. The scholarship loan may
be terminated upon the recipient's withdrawal from school or by the recipient's failure to
meet the standards set by the Commission.

(b) The State Education Assistance Authority shall forgive the loan if, within
seven vyears after graduation from a nursing education program, the recipient teaches in
a_public or private nursing education program in a public or private educational
institution in North Carolina for one year for every year a scholarship loan was
provided. If the recipient repays the scholarship loan by cash payments, all indebtedness
shall be repaid within 10 years. The Authority may provide for accelerated repayment
and for less than full-time employment options to encourage the practice of nursing
education in either geographic or nursing specialty shortage areas. The Authority shall
adopt specific rules to designate these geographic areas and these nursing specialty
shortage areas, upon recommendations of the North Carolina Center for Nursing. The
North Carolina Center for Nursing shall base its recommendations on objective
information provided by interested groups or agencies and upon objective information
collected by the Center. The Authority may forgive the scholarship loan if it determines
that it 1s impossible for the recipient to teach in a public or private nursing program in
North Carolina for a sufficient time to repay the loan because of the death or permanent
disability of the recipient within 10 years following graduation or termination of
enrollment in a nursing education program.

c All funds appropriated to or otherwise received by the Graduate Nurse
Scholarship Program for Faculty Production for scholarships, all funds received as
repayment of scholarship loans, and all interest earned on these funds shall be placed in
a revolving fund. This revolving fund may be used only for scholarship loans granted
under the Graduate Nurse Scholarship Program for Faculty Production."

MANAGEMENT FLEXIBILITY TO REORGANIZE BUDGET CODE 16012
UNC BOARD OF GOVERNORS RELATED EDUCATIONAL PROGRAMS

SECTION 9.7. Notwithstanding G.S. 143-23, for the 2006-2007 fiscal year,
the General Administration of The University of North Carolina and the State
Educational Assistance Authority shall, with the approval of the Office of State Budget
and Management, reorganize budget code 16012, UNC Board of Governors Related
Educational Programs, so that the budget reflects and segregates each specific program
individually. The Office of State Budget and Management shall work with The
University of North Carolina 