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Short Title: 2025 Appropriations Act. (Public)

Sponsors:

Referred to:

March 11, 2025

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

PART I. TITLE AND INTRODUCTION

TITLE OF ACT
SECTION 1.1. This act shall be known as the "Current Operations Appropriations
Act of 2025."

INTRODUCTION

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

PART Il. CURRENT OPERATIONS AND EXPANSION/GENERAL FUND

GENERAL FUND APPROPRIATIONS

SECTION 2.1.(a) Appropriations from the General Fund for the budgets of the State
departments, institutions, and agencies, and for other purposes, as enumerated, are made for each
year of the 2025-2027 fiscal biennium, according to the following schedule:

Current Operations - General Fund FY 2025-2026 FY 2026-2027

EDUCATION

North Carolina Community College System
Requirements 2,181,902,384 2,131,628,971
Less: Receipts 400,787,849 398,313,878
Net Appropriation 1,781,114,535 1,733,315,093

Department of Public Instruction
Requirements 15,043,864,593 15,140,028,934
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Less: Receipts
Net Appropriation

THE UNIVERSITY OF NORTH CAROLINA
East Carolina Univ. - Academic Affairs
Requirements
Less: Receipts
Net Appropriation

East Carolina Univ. - Health Affairs
Requirements
Less: Receipts
Net Appropriation

Appalachian State University
Requirements
Less: Receipts
Net Appropriation

Elizabeth City State University
Requirements
Less: Receipts
Net Appropriation

Fayetteville State University
Requirements
Less: Receipts
Net Appropriation

NC A&T University
Requirements
Less: Receipts
Net Appropriation

NC School of Science and Mathematics
Requirements
Less: Receipts
Net Appropriation

NC State University - Academic Affairs
Requirements
Less: Receipts
Net Appropriation

NC State University - Ag. Research
Requirements
Less: Receipts
Net Appropriation

NC State University - Coop. Extension
Requirements
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2,979,142,635
12,064,721,958

449,746,645
175,618,884
274,127,761

121,853,241
14,708,326
107,144,915

361,221,568
151,358,973
209,862,595

57,575,597
9,062,050
48,513,547

108,137,643
20,550,653
87,586,990

265,794,998
103,066,524
162,728,474

49,107,483
3,866,717
45,240,766

1,069,920,970

500,608,834
569,312,136

83,589,800
20,124,784
63,465,016

65,417,787

2,773,998,833
12,366,030,101

450,746,645
176,618,884
274,127,761

121,853,241
14,708,326
107,144,915

362,221,568
152,358,973
209,862,595

58,575,597
10,062,050
48,513,547

109,137,643
21,550,653
87,586,990

277,409,534
104,066,524
173,343,010

49,107,483
3,866,717
45,240,766

1,077,384,903

507,708,834
569,676,069

83,589,800
20,124,784
63,465,016

65,417,787
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Less: Receipts
Net Appropriation

North Carolina Central University
Requirements
Less: Receipts
Net Appropriation

UNC at Asheville
Requirements
Less: Receipts
Net Appropriation

UNC at Chapel Hill - Academic Affairs
Requirements
Less: Receipts
Net Appropriation

UNC at Chapel Hill - Area Health Ed.
Requirements
Less: Receipts
Net Appropriation

UNC at Chapel Hill - Health Affairs
Requirements
Less: Receipts
Net Appropriation

UNC at Charlotte
Requirements
Less: Receipts
Net Appropriation

UNC at Greensbhoro
Requirements
Less: Receipts
Net Appropriation

UNC at Pembroke
Requirements
Less: Receipts
Net Appropriation

UNC at Wilmington
Requirements
Less: Receipts
Net Appropriation

UNC BOG - Aid to Private Institutions
Requirements
Less: Receipts
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18,874,550
46,543,237

155,704,790
57,132,154
98,572,636

75,136,418
24,035,324
51,101,094

826,242,482
428,694,558
397,547,924

56,855,450
0
56,855,450

392,135,573
142,736,020
249,399,553

528,539,845
194,855,102
333,684,743

309,910,059
104,922,976
204,987,083

116,988,721
21,514,868
95,473,853

352,177,159
134,937,430
217,239,729

3,209,300
0

18,874,550
46,543,237

156,704,790
58,132,154
98,572,636

76,136,418
25,035,324
51,101,094

830,892,482
434,794,558
396,097,924

56,855,450
0
56,855,450

392,135,573
142,736,020
249,399,553

529,539,845
195,855,102
333,684,743

310,910,059
105,922,976
204,987,083

117,988,721
22,514,868
95,473,853

353,177,159
135,937,430
217,239,729

3,209,300
0
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Net Appropriation

UNC BOG - Institutional Programs
Requirements
Less: Receipts
Net Appropriation

UNC BOG - Related Ed. Programs
Requirements
Less: Receipts
Net Appropriation

UNC School of the Arts
Requirements
Less: Receipts
Net Appropriation

UNC System Office
Requirements
Less: Receipts
Net Appropriation

Western Carolina University
Requirements
Less: Receipts
Net Appropriation

Winston-Salem State University
Requirements
Less: Receipts
Net Appropriation

HEALTH AND HUMAN SERVICES
Aging

Requirements

Less: Receipts

Net Appropriation

Central Management and Support
Requirements
Less: Receipts
Net Appropriation

Child and Family Well-Being
Requirements
Less: Receipts
Net Appropriation

Child Development and Early Education
Requirements
Less: Receipts
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3,209,300

1,041,871,791

751,500,000
290,371,791

1,050,059,078

188,962,939
861,096,139

58,876,330
16,904,167
41,972,163

45,207,311
4,009,217
41,198,094

202,007,511
36,651,773
165,355,738

95,443,876
26,700,103
68,743,773

162,915,759
110,495,226
52,420,533

412,128,436
172,006,912
240,121,524

587,633,116
529,771,915
57,861,201

990,933,974
663,936,608

3,209,300

256,091,251
0
256,091,251

1,106,414,078

188,962,939
917,451,139

58,876,330
16,904,167
41,972,163

45,207,311
4,009,217
41,198,094

202,241,223
37,651,773
164,589,450

96,443,876
27,700,103
68,743,773

162,947,825
110,495,226
52,452,599

422,383,440
172,356,352
250,027,088

587,926,022
529,771,915
58,154,107

981,756,397
654,236,609
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Net Appropriation

Emp. & Indep. For People with Disabilities
Requirements
Less: Receipts
Net Appropriation

Health Benefits
Requirements
Less: Receipts
Net Appropriation

Health Service Regulation
Requirements
Less: Receipts
Net Appropriation

Mental HIth/Dev. Disabl./Subs. Use Serv.
Requirements
Less: Receipts
Net Appropriation

Public Health
Requirements
Less: Receipts
Net Appropriation

Services for the Blind/Deaf/Hard of Hearing
Requirements
Less: Receipts
Net Appropriation

Social Services
Requirements
Less: Receipts
Net Appropriation

AGRIC., NATURAL, AND ECON. RES.
Agriculture and Consumer Services
Requirements
Less: Receipts
Net Appropriation

Commerce
Requirements
Less: Receipts
Net Appropriation

Environmental Quality
Requirements
Less: Receipts
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326,997,366

192,301,284
148,446,353
43,854,931

32,538,608,621
26,083,787,689
6,454,820,932

81,712,464
57,846,866
23,865,598

1,763,591,519
1,004,406,871
759,184,648

508,520,689
375,415,934
133,104,755

47,580,652
38,277,639
9,303,013

2,234,496,236
2,012,293,694
222,202,542

525,545,847
343,305,058
182,240,789

289,341,642
82,602,791
206,738,851

243,160,102
138,827,684

327,519,788

191,621,377
147,558,152
44,063,225

33,500,012,200
26,693,039,769
6,806,972,431

80,480,845
57,854,112
22,626,733

1,770,189,290
1,020,145,036
750,044,254

508,811,732
375,388,628
133,423,104

47,633,300
38,286,064
9,347,236

2,247,290,611
2,016,966,010
230,324,601

296,580,098
93,169,654
203,410,444

284,250,285
77,352,791
206,897,494

273,198,525
138,830,789
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Net Appropriation

Labor
Requirements
Less: Receipts
Net Appropriation

Natural and Cultural Resources
Requirements
Less: Receipts
Net Appropriation

Wildlife Resources Commission
Requirements
Less: Receipts
Net Appropriation

JUSTICE AND PUBLIC SAFETY
Administrative Office of the Courts
Requirements
Less: Receipts
Net Appropriation

Indigent Defense Services
Requirements
Less: Receipts
Net Appropriation

Adult Correction
Requirements
Less: Receipts
Net Appropriation

Justice
Requirements
Less: Receipts
Net Appropriation

Public Safety
Requirements
Less: Receipts
Net Appropriation

State Bureau of Investigation
Requirements
Less: Receipts
Net Appropriation

GENERAL GOVERNMENT
Administration
Requirements
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104,332,418

45,703,742
19,106,870
26,596,872

359,359,497
50,443,601
308,915,896

110,965,764
86,200,340
24,765,424

840,035,759
7,209,807
832,825,952

194,782,744
13,994,851
180,787,893

2,150,041,042

21,455,170

2,128,585,872

118,187,493
50,114,998
68,072,495

897,114,592
205,113,467
692,001,125

190,854,950
61,047,030
129,807,920

88,167,193

134,367,736

45,920,338
19,106,870
26,813,468

359,371,744
50,443,601
308,928,143

111,103,998
86,200,340
24,903,658

844,119,300
1,209,807
842,909,493

190,741,412
13,994,851
176,746,561

2,165,757,470

21,455,170

2,144,302,300

118,723,609
50,114,998
68,608,611

887,268,176
199,369,487
687,898,689

188,623,418
58,596,352
130,027,066

87,838,417
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Less: Receipts
Net Appropriation

Administrative Hearings
Requirements
Less: Receipts
Net Appropriation

Auditor
Requirements
Less: Receipts
Net Appropriation

Budget and Management
Requirements
Less: Receipts
Net Appropriation

Budget and Management - Special Approp.
Requirements
Less: Receipts
Net Appropriation

Controller
Requirements
Less: Receipts
Net Appropriation

Elections
Requirements
Less: Receipts
Net Appropriation

General Assembly
Requirements
Less: Receipts
Net Appropriation

Governor
Requirements
Less: Receipts
Net Appropriation

Housing Finance Agency
Requirements
Less: Receipts
Net Appropriation

Human Resources
Requirements
Less: Receipts
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15,562,661
72,604,532

11,173,220
4,021,520
7,151,700

52,895,549
12,365,869
40,529,680

12,820,660
1,001,597
11,819,063

19,300,000
1,500,000
17,800,000

38,051,149
1,723,209
36,327,940

22,552,422
13,102,000
9,450,422

103,524,571
767,526
102,757,045

13,011,177
6,140,294
6,870,883

10,660,327
0
10,660,327

13,188,953
1,273,415

15,446,340
72,392,077

10,336,590
1,521,520
8,815,070

58,027,963
12,365,869
45,662,094

12,897,248
1,001,597
11,895,651

16,850,000
1,500,000
15,350,000

38,256,937
1,723,209
36,533,728

9,616,261
102,000
9,514,261

104,137,558
561,000
103,576,558

13,058,659
6,140,294
6,918,365

10,660,327
0
10,660,327

14,798,429
798,888
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Net Appropriation

Industrial Commission
Requirements
Less: Receipts
Net Appropriation

Insurance
Requirements
Less: Receipts
Net Appropriation

Insurance - Fire Marshal
Requirements
Less: Receipts
Net Appropriation

Lieutenant Governor
Requirements
Less: Receipts
Net Appropriation

Military and Veterans Affairs
Requirements
Less: Receipts
Net Appropriation

Revenue
Requirements
Less: Receipts
Net Appropriation

Secretary of State
Requirements
Less: Receipts
Net Appropriation

Treasurer
Requirements
Less: Receipts
Net Appropriation

Treasurer - Other Retirement Plans/Benefits

Requirements
Less: Receipts
Net Appropriation

INFORMATION TECHNOLOGY
Department of Information Technology
Requirements
Less: Receipts
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11,915,538

20,132,947
9,989,699
10,143,248

52,604,785
9,252,247
43,352,538

52,019,251
12,118,899
39,900,352

1,477,791
0
1,477,791

9,226,613
0
9,226,613

210,260,575
78,596,148
131,664,427

20,510,492
862,750
19,647,742

133,169,485
107,960,411
25,209,074

25,655,407
0
25,655,407

91,107,354
957,692

13,999,541

19,029,196
8,789,699
10,239,497

53,043,086
9,358,231
43,684,855

46,000,277
14,023,004
31,977,273

1,393,177
0
1,393,177

9,363,639
0
9,363,639

210,049,000
75,777,870
134,271,130

22,626,170
2,563,750
20,062,420

124,912,660
96,853,586
28,059,074

26,005,407
0
26,005,407

91,281,100
957,692
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Net Appropriation

RESERVES AND LOTTERY
General Fund Reserve
Requirements
Less: Receipts
Net Appropriation

Total Requirements
Less: Total Receipts
Total Net Appropriation

90,149,662

16,915,374
0
16,915,374

71,672,439,622
39,084,630,721
32,587,808,901

90,323,408

27,979,289
0
27,979,289

71,794,798,774
38,473,836,769
33,320,962,005

SECTION 2.1.(b) For purposes of this act and the Committee Report described in
Section 45.2 of this act, the requirements set forth in this section represent the total amount of
funds, including agency receipts, appropriated to an agency, department, or institution.

GENERAL FUND AVAILABILITY

SECTION 2.2.(a) General Fund Availability. — The General Fund availability
derived from State tax revenue, nontax revenue, and other adjustments used in developing the
budget for each year of the 2025-2027 fiscal biennium is as follows:

Unappropriated Balance Remaining FY 2024-25
Anticipated Reversions
Anticipated FY 2024-25 Overcollections
Total, Prior Year-End Fund Balance

Consensus Revenue Forecast
Tax Revenue
Non-Tax Revenue

Total, Tax & Non-Tax Revenue

Revenue Changes
Adjustments to Tax Revenue
Adjustments to Non-Tax Revenue
Total, Revenue Changes

Statutorily Required Reservations of Revenue
Savings Reserve
State Capital and Infrastructure Fund (SCIF)
Total, Statutorily Required Reservations of Rev.

Discretionary Reservations of Revenue
Additional Transfer to Savings Reserve
Economic Development Reserve

Total, Discretionary Reservations of Rev.

Revised Total General Fund Availability

Total, Net General Fund Appropriations
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FY 2025-2026
48,073,341
500,000,000
543,900,000
1,091,973,341

33,388,800,000
1,500,900,000
34,889,700,000

(119,235,000)
14,825,376
(104,409,624)

(44,799,750)
(1,120,000,000)
(1,164,799,750)

(1,095,349,136)
(40,876,181)

(1,136,225,317)

33,576,238,650

32,587,808,901

FY 2026-2027
988,429,749
500,000,000

1,488,429,749

32,657,100,000

1,410,000,000
34,067,100,000

(99,493,000)
28,648,801
(70,844,199)

(1,159,200,000)
(1,159,200,000)

(4,523,545)
(4,523,545)

34,320,962,005

33,320,962,005
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Unappropriated Balance 988,429,749 1,000,000,000

SECTION 2.2.(b) Savings Reserve. — Notwithstanding G.S. 143C-4-2, the State
Controller shall transfer to the Savings Reserve the sum of one billion one hundred forty million
one hundred forty-eight thousand eight hundred eighty-six dollars ($1,140,148,886) in
nonrecurring funds in the 2025-2026 fiscal year.

SECTION 2.2.(c) IT Reserve. — The State Controller shall reserve to the Information
Technology Reserve established in Section 2.2(h) of S.L. 2021-180 from the Stabilization and
Inflation Reserve established in Section 2.2(q) of S.L. 2022-74 the sum of one million dollars
(%$1,000,000) in nonrecurring funds for the 2025-2026 fiscal year. The State Controller shall
transfer funds available in the Information Technology Reserve to State agencies and

departments for information technology projects in accordance with the following schedule:

State Agency or Department 2025-2026 2026-2027
1) Department of Environmental Quality

(Budget Code: 24317) $10,510,000 $0
2 Department of Public Instruction

(Budget Code: 23515) 45,000,000 0
3) Department of Administration

(Budget Code: 74100) 6,000,000 0
4) Department of Revenue

(Budget Code: 13410) 4,367,667 1,443,333
(5) Department of State Treasurer

(Budget Code: 14700) 5,560,000 0
(6) Office of Administrative Hearings

(Budget Code: 18210) 2,500,000 0
(7) Office of State Human Resources

(Budget Code: 14111) 1,172,527 698,000
(8) State Board of Elections

(Budget Code: 18025) 13,000,000 0
9) Office of State Budget and Management

(Budget Code: 23017) 20,850,000 850,000
(10)  Office of State Auditor

(Budget Code: 13300) 5,000,000 5,000,000
(11) Division of Central Management and Support

(Budget Code: 14410) 15,118,177 0
(12) Division of Health Benefits

(Budget Code: 14445) 4,560,000 9,100,000
(13) Department of Public Safety

(Budget Code: 14550) 5,743,980 0
(14) State Bureau of Investigation

(Budget Code: 15020) 2,555,250 0
(15) Department of Information Technology

(Budget Code: 14460) 481,770 481,770
(16)  Administrative Office of the Courts

(Budget Code 12000) 6,000,000 0

Page 10

SECTION 2.2.(d) Federal Infrastructure Match Reserve. —The State Controller shall
transfer funds available in the Federal Infrastructure Match Reserve established in Section 2.2(m)
of S.L. 2022-74 to State agencies and departments in accordance with the following schedule:

Senate Bill 257
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State Agency or Department 2025-2026 2026-2027
1) Department of Environmental Quality

(Budget Code: 64311) $8,892,000 $8,892,000
2) Department of Environmental Quality

(Budget Code: 64320) 13,722,200 0
3) Department of Environmental Quality

(Budget Code: 24300) 1,388,921 0
4) Department of Environmental Quality

Budget Code: 14300) 850,000 850,000
5) Department of Commerce

(Budget Code: 14600) 250,000 0

SECTION 2.2.(e) Stabilization and Inflation Reserve. — The State Controller shall
transfer funds available in the Stabilization and Inflation Reserve established in Section 2.2(q) of
S.L. 2022-74 to State agencies and departments in accordance with the following schedule:

State Agency or Department 2025-2026 2026-2027
1) State Bureau of Investigation

(Budget Code: 15020) $35,000,000 $35,000,000
2 Department of Agriculture

(Budget Code: 13700) 250,000,000 0
3) Department of Environmental Quality

(Budget Code: 24327) 55,000,000 55,000,000
4) UNC at Chapel Hill — Academic Affairs

Budget Code: 16020) 3,000,000 3,000,000
(5) Department of Public Instruction

(Budget Code: 13510) 152,303,525 152,303,525

SECTION 2.2.(f) Economic Development Project Reserve. — The State Controller
shall reserve from funds available in the General Fund to the Economic Development Project
Reserve established in Section 2.2 of S.L. 2021-180 the sum of forty million eight hundred
seventy-six thousand one hundred eighty-one dollars ($40,876,181) for the 2025-2026 fiscal year
and the sum of four million five hundred twenty-three thousand five hundred forty-five dollars
(%$4,523,545) for the 2026-2027 fiscal year. Additionally, the Controller shall reserve the sum of
two hundred fifty-eight million three hundred ninety-two thousand nine hundred fifty dollars
($258,392,950) in the 2025-2026 fiscal year from the Stabilization and Inflation Reserve
established in Section 2.2.(q) S.L. 2022-74 and the sum of fifteen million three hundred sixty-
one thousand twenty-one dollars ($15,361,021) in the 2025-2026 fiscal year from the Information
Technology Reserve established in Section 2.2(h) of S.L. 2021-180.

SECTION 2.2.(g) Helene Reserve. — The State Controller shall reserve to the
Hurricane Helene Disaster Recovery Fund (Helene Fund) established in Section 4.1 in S.L. 2024-
51 funds transferred from the following for the 2025-2026 fiscal year:

Source 2025-2026

Q) State Emergency Response and
Disaster Relief Fund $116,716,887

S257-CSNExfap-3 [v.7] Senate Bill 257 Page 11
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2 Federal Infrastructure Match Reserve
3) Medicaid Contingency Reserve

4) Information Technology Reserve

45,469,983
476,512,736

61,300,394

The State Controller shall transfer funds available in the Helene Fund to State
agencies and departments in accordance with the following schedule:

State Agency or Department

Q) NC Community College System
(Budget Code: 16800)
2 Department of Commerce
(Budget Code: 14600)
3) Office of the Governor
(Budget Code: 13000)
4) University of North Carolina — Board of Governors
Institutional Programs
(Budget Code: 16011)

2025-2026 2026-2027
$2,473,971 $0
5,000,000 0
5,000,000 5,000,000
8,000,000 0

SECTION 2.2.(h) Reservations Not Appropriation. — Funds reserved pursuant to
this section do not constitute an "appropriation made by law," as that phrase is used in Section

7(1) of Article V of the North Carolina Constitution.

PART I1l. HIGHWAY FUND AND HIGHWAY TRUST FUND

CURRENT OPERATIONS AND EXPANSION/HIGHWAY FUND

SECTION 3.1. Appropriations from the State Highway Fund for the maintenance
and operation of the Department of Transportation and for other purposes, as enumerated, are
made for each year of the 2025-2027 fiscal biennium, according to the following schedule:

Highway Fund
Administration
Division of Highways
Administration
Construction
Maintenance
Governor's Highway Safety Program
OSHA
Aid to Municipalities
Powell Bill
Intermodal Divisions
Ferry
Public Transportation
Aviation
Rail
Division of Motor Vehicles
Other State Agencies, Reserves, Transfers
Capital Improvements
Highway Fund Total

Page 12 Senate Bill 257

FY 2025-26 FY 2026-27
$125,175,472 $125,175,472
55,675,557 55,675,557
89,643,078 82,643,078
2,405,175,949 2,319,193,319
351,695 351,695
358,030 358,030
135,875,000 135,875,000
78,841,173 87,957,728
69,570,554 71,570,554
192,320,982 173,146,238
24,367,607 24,367,607
159,082,029 159,120,209
51,226,553 60,772,240
10,797,739 47,793,273

$3,398,461,418  $3,344,000,000
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HIGHWAY FUND AVAILABILITY

SECTION 3.2. The Highway Fund availability used in developing the budget for

each year of the 2025-2027 fiscal biennium is as follows:

Beginning Balance

Consensus Revenue Forecast
Motor Fuels Tax

Licenses and Fees

Sales Tax Transfer
Short-Term Lease

Investment Income
Transportation Commerce Tax

Adjustments to Availability

DMV IT Modernization Carry Forward Cash Balance
Remaining Dorian Appropriation

Sales Tax Net of Trade

Total Highway Fund Availability

HIGHWAY TRUST FUND APPROPRIATIONS

FY 2025-2026
$0

1,866,100,000
1,097,500,000
171,500,000
113,100,000
50,200,000
7,000,000

65,000,000
28,161,418
(100,000)

$3,398,461,418

FY 2026-2027
$0

1,891,500,000
1,116,000,000
176,900,000
114,900,000
37,600,000
7,300,000

0
0
(200,000)

$3,344,000,000

SECTION 3.3. Appropriations from the State Highway Trust Fund for construction,
for operations of the Department of Transportation, and for other purposes as enumerated are
made for each year of the 2025-2027 fiscal biennium according to the following schedule:

Highway Trust Fund
Program Administration
Bond
Turnpike Authority
State Ports Authority
FHWA State Match
Strategic Prioritization Funding
Plan for Transportation Investments
Transfer to Visitor Center
Highway Trust Fund Total

HIGHWAY TRUST FUND AVAILABILITY

FY 2025-26
$66,117,311
121,440,275
49,000,000
45,000,000
6,048,440

2,200,053,974
640,000

$2,488,300,000

FY 2026-27
$45,117,311
121,436,275
49,000,000
45,000,000
6,048,440

2,279,257,974
640,000
$2,546,500,000

SECTION 3.4. The Highway Trust Fund availability used in developing the budget
for each year of the 2025-2027 fiscal biennial budget is as follows:

Beginning Balance

Consensus Revenue Forecast
Highway Use Tax

Motor Fuels Tax

Sales Tax Transfer

Fees

S257-CSNExfap-3 [v.7]
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FY 2025-2026
$0

1,150,500,000
619,500,000
514,400,000
172,100,000

FY 2026-2027
$0

1,179,800,000
627,900,000
530,600,000
172,500,000
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Investment Income 33,000,000 37,200,000
Adjustments to Availability

Duplicate Registration Fees (900,000) (900,000)
Sales Tax Net of Trade (300,000) (600,000)
Total Highway Trust Fund Availability $2,488,300,000 $2,546,500,000

PART IV. OTHER AVAILABILITY AND APPROPRIATIONS

OTHER APPROPRIATIONS

SECTION 4.1.(a) State funds, as defined in G.S. 143C-1-1(d)(25), are appropriated
for each year of the 2025-2027 fiscal biennium, as follows:

1) All budget codes listed in the Governor's Recommended Base Budget for the
2025-2027 fiscal biennium, submitted pursuant to G.S. 143C-3-5, are
appropriated up to the amounts specified, as adjusted by the General
Assembly in this act and as delineated in the Committee Report described in
Section 45.2 of this act, or in another act of the General Assembly.

2 Agency receipts up to the amounts needed to implement the legislatively
mandated salary increases and employee benefit increases provided in this act
for each year of the 2025-2027 fiscal biennium.

SECTION 4.1.(b) Receipts collected in a fiscal year in excess of the amounts
appropriated by this section shall remain unexpended and unencumbered until appropriated by
the General Assembly, unless the expenditure of overrealized receipts in the fiscal year in which
the receipts were collected is authorized by G.S. 143C-6-4. Overrealized receipts are
appropriated in the amounts necessary to implement this subsection.

SECTION 4.1.(c) Funds may be expended only for the specified programs,
purposes, objects, and line items or as otherwise authorized by the General Assembly.

OTHER RECEIPTS FROM PENDING AWARD GRANTS

SECTION 4.2.(a) Notwithstanding G.S. 143C-6-4, State agencies may, with
approval of the Director of the Budget, spend funds received from grants awarded after the
enactment of this act for grant awards that are for less than two million five hundred thousand
dollars ($2,500,000). State agencies shall report to the Joint Legislative Commission on
Governmental Operations, the chairs of the Senate Committee on Appropriations/Base Budget,
the chairs of the House Appropriations Committee, and the Fiscal Research Division within 30
days of receipt of such funds.

State agencies may spend up to the greater of one percent (1%) or ten million dollars
($10,000,000) of the total amount of grants awarded after the enactment of this act to respond to
an emergency, as defined in G.S. 166A-19.3, with the approval of the Director of the Budget.
State agencies shall report to the Joint Legislative Commission on Governmental Operations, the
chairs of the Senate Committee on Appropriations/Base Budget, the chairs of the House
Appropriations Committee, and the Fiscal Research Division within 30 days of receipt of such
funds, including specifying the total amount of grants awarded to respond to the emergency.

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

SECTION 4.2.(b) The Office of State Budget and Management shall work with the
recipient State agencies to budget grant awards according to the annual program needs and within
the parameters of the respective granting entities. Depending on the nature of the award,
additional State personnel may be employed on a time-limited basis. Funds received from such
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grants are hereby appropriated up to the applicable amount set forth in subsection (a) of this
section and shall be incorporated into the authorized budget of the recipient State agency.

SECTION 4.2.(c) Notwithstanding the provisions of this section, no State agency
may accept a grant not anticipated in this act if (i) acceptance of the grant would obligate the
State to make future expenditures relating to the program receiving the grant or would otherwise
result in a financial obligation as a consequence of accepting the grant funds or (ii) the grant
funds will be used for a capital project.

EDUCATION LOTTERY FUNDS
SECTION 4.3.(a) The allocations made from the Education Lottery Fund for the
2025-2027 fiscal biennium are as follows:
FY 2025-2026 FY 2026-2027

Noninstructional Support Personnel $385,914,455 $385,914,455
Prekindergarten Program 78,252,110 78,252,110
Public School Building Capital Fund 100,000,000 100,000,000
Needs-Based Public School Capital Fund 280,120,000 282,680,000
Public School Repair & Renovation 70,000,000 70,000,000
Scholarship Reserve Fund for Public Colleges

and Universities 28,819,733 28,819,733
School Transportation 182,193,702 186,033,702
TOTAL ALLOCATION $1,125,300,000 $1,131,700,000

SECTION 4.3.(b) Notwithstanding G.S. 18C-164(b3), the sum of one hundred one
million forty thousand dollars ($101,040,000) in net revenues from the 2024-2025 fiscal year,
after appropriation pursuant to G.S. 18C-164(b1) and transfer pursuant to G.S. 18C-164(b2),
shall be allocated to and remain available for school transportation for the 2025-2026 fiscal year.
Funds remaining after the allocation described in this subsection shall be appropriated to the
Needs-Based Public School Capital Fund.

SECTION 4.3.(c) Subsection (b) of this section becomes effective June 30, 2025.
The remainder of this section becomes effective July 1, 2025.

INDIAN GAMING EDUCATION REVENUE FUND APPROPRIATIONS
SECTION 4.4. The allocations made from the Indian Gaming Education Revenue
Fund for the 2025-2027 fiscal biennium are as follows:

FY 2025-2026 FY 2026-2027
Instructional Materials Allotment $10,000,000 $10,000,000
Classroom Materials Allotment 25,500,000 3,500,000
Total Appropriation $35,500,000 $13,500,000

CIVIL PENALTY AND FORFEITURE FUND
SECTION 4.5. The allocations made from the Civil Penalty and Forfeiture Fund for
the 2025-2027 fiscal biennium are as follows:
FY 2025-2026 FY 2026-2027

School Technology Fund $18,000,000 $18,000,000
Drivers Education 31,493,768 31,493,768
State Public School Fund 186,041,640 166,041,640
Total Appropriation $235,535,408 $215,535,408

ARPA TEMPORARY SAVINGS FUND
SECTION 4.6.(a) General. — Funds appropriated in this act from the ARPA
Temporary Savings Fund, established in Section 1.3(a) of S.L. 2023-7, to State agencies and
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departments shall be used for the purposes described in this act, or in the Committee Report
described in Section 45.2 of this act, for the fiscal year in which they are appropriated. Funds
appropriated in this act from the ARPA Temporary Savings Fund shall not revert.

SECTION 4.6.(b) Availability of Funds and Timing of Disbursements. — The funds
appropriated in this act from the ARPA Temporary Savings Fund shall become available during
the course of the 2025-2026 fiscal year as the funds are deposited into that Fund. The Department
of Health and Human Services (DHHS) shall not disburse allocations of the funds appropriated
in this act from the ARPA Temporary Savings Fund until the funds are available within that
Fund. DHHS shall disburse funds on at least a quarterly basis, or more frequently, provided funds
are available within the Fund. Funds allocated as described in this act, or in the Committee Report
described in Section 45.2 of this act, shall be disbursed as directed under subsection (c) of this
section.

SECTION 4.6.(c) Priority of Disbursement of Funds in the 2025-2026 Fiscal Year.
— For the 2025-2026 fiscal year, funds appropriated in this act from the ARPA Temporary
Savings Fund and allocated as described in this act, or in the Committee Report described in
Section 45.2 of this act, shall be disbursed based upon the amount of funds being allocated, least
to most.

PART V. GENERAL PROVISIONS

ESTABLISHING OR INCREASING FEES

SECTION 5.1.(a) Notwithstanding G.S. 12-3.1, an agency is not required to consult
with the Joint Legislative Commission on Governmental Operations prior to establishing or
increasing a fee to the level authorized or anticipated in this act.

SECTION 5.1.(b) Notwithstanding G.S. 150B-21.1A(a), an agency may adopt an
emergency rule in accordance with G.S. 150B-21.1A to establish or increase a fee as authorized
by this act if the adoption of a rule would otherwise be required under Article 2A of Chapter
150B of the General Statutes.

DIRECTED GRANTS TO NON-STATE ENTITIES

SECTION 5.2.(a) Definitions. — For purposes of this act and the Committee Report

described in Section 45.2 of this act, the following definitions apply:

1) Directed grant. — Nonrecurring funds, specifically identified as "directed
grants”, that are allocated by a State agency to a non-State entity as directed
by an act of the General Assembly.

2) Non-State entity. — As defined in G.S. 143C-1-1.

SECTION 5.2.(b) Requirements. — Nonrecurring funds appropriated in this act as

directed grants are subject to all of the following requirements:

Q) Directed grants are subject to the provisions of subsections (b) through (k) of
G.S. 143C-6-23, with the exception that the deadline for expending,
encumbering, or disbursing grant funds established by G.S. 143C-6-23(f1)(1)
shall not apply unless the terms of the applicable appropriation specifically
state otherwise.

(2) Directed grants of one hundred thousand dollars ($100,000) or less may be
made in a single annual payment in the discretion of the Director of the
Budget. Directed grants of more than one hundred thousand dollars
($100,000) shall be made in quarterly or monthly payments in the discretion
of the Director of the Budget. A State agency administering a directed grant
shall begin disbursement of funds to a non-State entity that meets all
applicable requirements as soon as practicable, but no later than 100 days after
the date this act becomes law. Full disbursement of funds to a non-State entity
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that meets all applicable requirements shall be completed no later than nine
months after the date this act becomes law.

3) Beginning on the first day of a quarter following the deadline provided in
subdivision (2) of this subsection and quarterly thereafter, State agencies
administering directed grants shall report to the Fiscal Research Division on
the status of funds disbursed for each directed grant until all funds are fully
disbursed. At a minimum, the report required under this subdivision shall
include updates on (i) the date of the initial contact, (ii) the date the contract
was sent to the entity receiving the funds, (iii) the date the disbursing agency
received the fully executed contract back from the entity, (iv) the contract
execution date, and (v) the payment date.

4 Notwithstanding any provision of G.S.143C-1-2(b) to the contrary,
nonrecurring funds appropriated in this act for the 2025-2026 fiscal year as
directed grants shall not revert until two years after this act becomes law, and
nonrecurring funds appropriated in this act for the 2026-2027 fiscal year as
directed grants shall not revert until June 30, 2028.

(5) Directed grants to nonprofit organizations are for nonsectarian, nonreligious
purposes only.

SECTION 5.2.(c) This section expires on June 30, 2028.

CAP STATE-FUNDED PORTION OF NONPROFIT SALARIES

SECTION 5.3. No more than one hundred forty thousand dollars ($140,000) in State
funds, including any interest earnings accruing from those funds, may be used for the annual
salary of any individual employee of a nonprofit organization.

VACANT POSITION FLEXIBILITY

SECTION 5.4. By October 1 of each year of the 2025-2027 fiscal biennium, State
agencies with vacant position reductions identified in the Committee Report described in Section
45.2 of this act that are not identified by position number shall eliminate vacant positions to
achieve the budgeted reduction in each of those years. Each State agency with vacant position
reductions shall report to the Fiscal Research Division by December 1 of each year of the
2025-2027 fiscal biennium on the actions taken to achieve the budgeted reduction for vacant
position eliminations for that fiscal year. The report shall include a list of each position
eliminated, identified by position number, title, and the amount of salary and fringe benefits
associated with the position.

CHILDREN'S HOSPITAL ANTITRUST/STATE ACTION IMMUNITY
SECTION 5.5.(a) G.S. 116-350 is amended by adding a new subdivision to read:
"(3a) North Carolina Children's Health or NCC. — A pediatric_health facility and
associated sites that (i) receive State funding and (ii) are developed by the
System in partnership with Duke University Health System, Inc."
SECTION 5.5.(b) Part 1 of Article 37A of Chapter 116 of the General Statutes is
amended by adding a new section to read:
"8 116-350.70. State action.

Subject to the provisions and limitations of this Part and Part 2 of this Article, the Board may
enter into cooperative agreements with Duke University Health System, Inc., Duke University,
any component of The University of North Carolina, NCC, or any combination thereof for the
provision of pediatric research, health care, and discovery, including the development and joint
operation of NCC, without regard to the effect on market competition. In partnering with Duke
University Health System, Inc., Duke University, The University of North Carolina, NCC, or any
combination thereof for these purposes, the System is acting according to State policy by
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ensuring (i) pediatric health care is made available to all parts of North Carolina and (ii) North
Carolina is at the forefront of pediatric research, health care delivery, and innovation. The
activities by the System pursuant to this section constitute "'State action" for purposes of antitrust
law. The General Assembly intends that these agreements are immune from the application of
federal and State antitrust law."

NO CERTIFICATE OF NEED REQUIRED FOR ACTIVITIES PERTAINING TO
NORTH CAROLINA CHILDREN'S HEALTH, INC.
SECTION 5.6.(a) G.S. 131E-176 is amended by adding a new subdivision to read:
"(16a) North Carolina Children's Health, Inc., or NCC. — A pediatric-focused health
system that includes a new children's hospital and associated sites developed
and constructed on behalf of the State of North Carolina, established in whole
or in part by State funds appropriated to the UNC Board of Governors and
allocated to UNC Health System pursuant to the Committee Report described
in Section 43.2 of S.L.. 2023-134."
SECTION 5.6.(b) Article 9 of Chapter 131E of the General Statutes is amended by
adding a new section to read:
"8 131E-178.1. No certificate of need required for activities pertaining to North Carolina
Children's Health, Inc.
(a) Notwithstanding G.S. 131E-178(a) or any other provision of this Article, a certificate
of need is not required for any of the following activities pertaining to NCC.:
(1)  The construction, development, or other establishment of NCC.
(2)  Any capital expenditure by or on behalf of NCC that exceeds the monetary
threshold set forth in G.S. 131E-176(16)b.
(3)  Thedevelopment or offering of clinical patient services at NCC, including any
(4)

health services specified in G.S. 131E-176(16)f.
The acquisition, improvement, expansion, replacement, or relocation of any
equipment, including diagnostic _equipment, major medical equipment,
replacement  equipment, and any _ equipment  specified in
G.S. 131E-176(16)f1., for use at NCC regardless of cost.
(5)  Any change in bed capacity, as defined in G.S. 131E-176(5), at NCC.
(6)  The construction, development, establishment, increase in the number, or
relocation of an operating room or gastrointestinal endoscopy room at NCC.
(b)  Nothing in this section shall be construed to affect the ability or obligation of NCC to
comply with existing licensure laws and requirements that are applicable to any facilities or
clinical patient services developed or offered at NCC."
SECTION 5.6.(c) This section is effective when it becomes law.

NCINNOVATION

SECTION5.7.(a) Transfer of Funds. — NClnnovation shall transfer back to the State,
after consultation with, and in conformity with direction received from, the State Controller, the
sum of one hundred million dollars ($100,000,000). NClInnovation shall, after consultation with,
and in conformity with direction received from, the State Controller, transfer to the Board of
Governors of The University of North Carolina the sum of four hundred million dollars
($400,000,000) to be used for North Carolina Children's Health, Inc., as defined in
G.S. 131E-176, as amended by this act.

SECTION 5.7.(b) NClInnovation Reserve. — The State Controller shall facilitate the
transfers required by subsection (a) of this section. The State Controller shall deposit the funds
returned to the State into the NCInnovation Reserve established in Section 2.2(k) of S.L.
2023-134. The transfer and deposit of funds into the reserve pursuant to this section does not
constitute an "appropriation made by law," as that phrase is used in Section 7(1) of Article V of
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the North Carolina Constitution, and such funds shall remain unappropriated unless the General
Assembly appropriates the funds in this, or a subsequent, act. In accordance with
G.S. 147-69.1(d), funds in the Reserve shall be invested by the Department of the State Treasurer,
with earnings and interest therefrom being transferred to and deposited in the General Fund.

SECTION 5.7.(c) Repeal. — Upon the transfers of funds pursuant to subsection (a)
of this section, Article 76A of Chapter 143 of the General Statutes is repealed. The State
Controller shall notify the Revisor of Statutes when the transfers have been completed.

SECTION 5.7.(d) Appropriation. — There is appropriated from the NClnnovation
Reserve to the Department of State Treasurer (i) the sum of twenty-five million dollars
($25,000,000) in nonrecurring funds for the 2025-2026 fiscal year, (ii) the sum of twenty-five
million dollars ($25,000,000) in nonrecurring funds for the 2026-2027 fiscal year, (iii) the sum
of twenty-five million dollars ($25,000,000) in nonrecurring funds for the 2027-2028 fiscal year,
and (iv) the sum of twenty-five million dollars ($25,000,000) in nonrecurring funds for the
2028-2029 fiscal year. The State Treasurer shall allocate the funds appropriated in this subsection
in the designated fiscal year to NCInnovation, Inc. (NClInnovation), a North Carolina nonprofit
corporation under section 501(c)(3) of the Internal Revenue Code, to be used for purposes
consistent with this section.

SECTION 5.7.(e) Findings. — The General Assembly of North Carolina finds North
Carolina is competing with other states for the ability to commercialize innovations sourced from
the State's world-class university and community college systems. By fully optimizing the
commercialization of those innovations, the State has opportunities for creating new jobs and
new companies and achieving greater economic prosperity, particularly in rural areas. Other
states have successfully harnessed innovation efforts from research universities to create jobs, to
accelerate commercial opportunities, and to support the commercial growth and scale of
emerging technologies. North Carolina will benefit from similar efforts to accelerate
commercialization of theoretical and applied science and inventions stemming from the efforts
and activities of its higher education research institutions.

SECTION 5.7.(f) Purpose; Use. — The purpose of the appropriations made in this
section is to promote the economic welfare and growth of the State by facilitating NClInnovation
in establishing a network of regional innovation hubs, leveraging the high technology research
and development capabilities of the State's higher education research institutions, bridging the
gap between such research and development capabilities and the application and
commercialization of the same, and supporting such commercialization, application, and
resulting emerging technologies. NClinnovation shall use funds appropriated to it for the
following purposes:

(1)  Toestablish and support a regional network of at least four university research
hubs, each located in areas of the State where regional collaboration between
academic, industrial, and capital formation networks are at or below average
in comparison to the rest of the State. NClInnovation shall provide full-time,
collocated educational liaisons, business consultants, and technology transfer
consultants in each hub to improve relationships and engagement between
senior educational and regional industry leaders and among regional networks
and to analyze higher education research activities, capacities, and capabilities
in light of commercial innovation needs in the hub to align strengths, to fill
gaps, to identify gap-filling patent and research and to create a strategic plan
to guide future investments and identify resources or infrastructure required
to implement and apply patents and research into commercialized innovation.

(2)  To award grants, funds, and other resources, including solicited funds, (i) to
higher education research institutions under programs designed to advance
research and development to proof of commercial viability and (ii) to
otherwise undertake actions designed to accelerate the commercialization of
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applied research projects to and beyond the point of proof of concept. In
distributing awards made pursuant to this subdivision, NCInnovation may use
the North Carolina Collaboratory, established under G.S. 116-255.

SECTION 5.7.(g) Duties; Limitations. — In receiving and using State funds pursuant
to this section, NCInnovation shall adhere to all of the following:

1)

()

(3)

(4)

()

(6)

(7)

NClInnovation shall protect the use of State funds by requiring, as a condition
of awarding funds or providing support, that the recipient, for a minimum of
five years, (i) has its headquarters and principal place of business in the State
and (ii) be organized under the laws of this State for any commercialization
resulting from or furthered by, in whole or part, such funds or support. State
funds may not be used to award dilutive grants contingent upon future revenue
or equity or ownership interests of any kind.
To the extent NClInnovation uses State funds for annual salaries and
severance, NCInnovation shall limit the use only for personnel located at a
regional hub established by NClInnovation. The annual salary for such
personnel shall not exceed the amount most recently set by the General
Assembly in a Current Operations Appropriations Act.
NClInnovation shall maintain its status as a North Carolina nonprofit
corporation and shall adopt, publish, and maintain policies for conflicts of
interest and gifts. In addition, NCInnovation shall report to the Department of
the State Treasurer and the Office of the State Auditor on each incidence
where a person, including a related member of a person, has made a reported
contribution and has received funds or support from NClInnovation.

NClinnovation shall report on its programs and activities to the Joint

Legislative Economic Development and Global Engagement Oversight

Committee and the Fiscal Research Division on or before September 15 of

each fiscal year and more frequently as requested by any of these entities. The

report shall include all of the following:

a. Expenditures for establishing and supporting a network of regional
innovation hubs, including salaries, and awards of grants, funds, or
other support by NCInnovation in the prior fiscal year. This
information shall include, at a minimum, the recipient, amount, term,
and purpose of the award and shall be itemized by program and county.

b. Outcome data collected by NClInnovation, including the number of
jobs created.
C. Developed performance metrics for recipients of funding and support

by NCInnovation.

NClInnovation shall be subject to oversight from the Office of the State
Auditor, which shall include a performance audit of NCInnovation programs
not less than every three years. NCInnovation shall submit to the Office of the
State Auditor a copy of its audited financial statements within 30 days of
receipt of the audit, and the State Auditor may elect to rely upon the submitted
audit or conduct its own inquiry or audit of NCInnovation.

NClInnovation shall maintain separate accounting records for and separate
accounts for State funds and shall not commingle State funds with other
amounts. NClInnovation shall maintain records and accounts according to
generally accepted accounting principles.

NCInnovation shall not use State funds (i) to hire a lobbyist, (ii) in excess of
one and one-half percent (1.5%) of the annual amount of State funds received
for overhead and administrative costs, (iii) for costs for alcohol, first-class
airfare, charter flights, or holiday parties or similar social gatherings, or (iv)
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for any formal or informal meeting or gathering located outside of the State
unless directly related to NClInnovation's programs or advancing State
interests in innovation commercialization.

SECTION 5.7.(h) This section is effective when it becomes law.

STATE BUDGET ACT TECHNICAL CHANGES
SECTION 5.8.(a) G.S. 143C-1-1 reads as rewritten:
"8 143C-1-1. Purpose and definitions.

(d) Definitions. — The following definitions apply in this Chapter:

(20)  Object or line item. — An expenditure or receipt in a recommended or enacted
budget that is designated in the Budget Code Structure of the North Carolina
Aceounting-Financial System Uniform Chart of Accounts prescribed by the
Office of the State Controller.

(23)  Purpose or program. — A group of objects or line items for support of a specific
activity for a State agency outlined in a recommended or enacted budget that
is designated by a nine-digitsix-digit fund code in accordance with the Budget
Code Structure of the North Carolina Aeeeunting-Financial System Uniform
Chart of Accounts prescribed by the Office of the State Controller.

"

SECTION 5.8.(b) G.S. 143C-3-5 reads as rewritten:
"§ 143C-3-5. Budget recommendations and budget message.

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

(2 A Recommended Base Budget showing, for each budget code and purpose or
program in State government, accounting detail corresponding to the
Recommended State Budget.

a. The Recommended Base Budget shall employ the North Carolina
Aceounting-Financial System Uniform Chart of Accounts adopted by
the State Controller to show both uses and sources of funds and shall
display in separate parallel columns all of the following: (i) actual
expenditures and receipts for the most recent fiscal year for which
actual information is available, (ii) the certified budget for the
preceding fiscal year, (iii) the currently authorized budget for the
preceding fiscal year, (iv) program base budget requirements for each
fiscal year of the biennium, (v) proposed expenditures and receipts for
each fiscal year of the biennium, and (vi) proposed increases and
decreases.

(7) The Governor's Recommended State Budget shall include a transfer to the

State Capital and Infrastructure Fund effour-percent(4%)-of the-estimated-net
State tax revenues that are deposited in the General Fund for each fiscal year
of-the-upcoming-biennium-in accordance with G.S. 143C-4-3.1(b)(1).

SECTION 5.8.(c) G.S. 143C-6-11 reads as rewritten:
"Part 2. Highway Appropriations.
"§ 143C-6-11. Highway appropriation.
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() It is the intent of the General Assembly to (i) prevent the inclusion of duplicative fund
codes in the Highway Fund certified budget and (ii) correctly align authorized positions and
associated operating costs with the appropriate purposes and definitions as defined in
G.S. 143C-1-1. To that end, the Office of State Budget and Management, in consultation with
the Department of Transportation, the Office of the State Controller, and the Fiscal Research
Division of the General Assembly, shall include, as an appendix to the Highway Fund certified
budget, object detail using the North Carolina Aeceuntirg-Financial System Uniform Chart of
Accounts prescribed by the Office of the State Controller to provide a more detailed accounting
of the proposed budgets and receipts and actual expenditures and revenue collections. This
requirement includes applying object detail at the four-digit level for all accounts to full-time and
part-time positions, to operating expenditures and receipts, and to intrafund transfers.
Additionally, work order positions shall be budgeted within existing fund codes.

"

SECTION 5.8.(d) G.S. 143C-6-13 is repealed.
LAND USE CLARIFICATIONS AND CHANGES

SCHOOLS PERMITTED USE IN COMMERCIAL ZONES
SECTION 5.9. Part 1 of Article 9 of Chapter 160D of the General Statutes is
amended by adding a new section to read:
"8 160D-917. Public school sites in commercial zones.
In areas zoned for commercial use, zoning requlations shall permit, by right or by special use,
the siting of a school building that is primarily used for the instruction of students and is under
the control of a public school unit as defined in G.S. 115C-5."

CLARIFY EXISTING USE RIGHTS ON PROPERTY
SECTION 5.10.(a) G.S. 160D-108 reads as rewritten:
"8 160D-108. Permit choice and vested rights.

(© Vested Rights. — Amendments in land development regulations are not applicable or
enforceable without the written consent of the owner with regard to any of the following:

1) Buildings or uses of buildings or land for which a development permit
application has been submitted and subsequently issued in accordance with
G.S. 143-755.

2) Subdivisions of land for which a development permit application authorizing
the subdivision has been submitted and subsequently issued in accordance
with G.S. 143-755.

3 A site-specific vesting plan pursuant to G.S. 160D-108.1.

4) A multi-phased development pursuant to subsection (f) of this section.

5) A vested right established by the terms of a development agreement
authorized by Article 10 of this Chapter.

The establishment of a vested right under any subdivision of this subsection does not preclude
vesting under one or more other subdivisions of this subsection or vesting by application of
common law principles. A vested right, once established as provided for in this section or by
common law, precludes any action by a local government that would change, alter, impair,
prevent, diminish, or otherwise delay the development or use of the property allowed by the
applicable land development regulation or regulations, except where a change in State or federal
law mandating local government enforcement occurs after the development application is
submitted that has a fundamental and retroactive effect on the development or use. A vested right
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obtained by permit or other local government approval shall not preclude the use or extinguish
the existence of any other vested right or use by right attached to the property.

SECTION 5.10.(b) G.S. 160D-705 reads as rewritten:
"8 160D-705. Quasi-judicial zoning decisions.

(© Special Use Permits. — The regulations may provide that the board of adjustment,
planning board, or governing board hear and decide special use permits in accordance with
principles, conditions, safeguards, and procedures specified in the regulations. Reasonable and
appropriate conditions and safeguards may be imposed upon these permits. Where appropriate,
such conditions may include requirements that street and utility rights-of-way be dedicated to the
public and that provision be made for recreational space and facilities. Conditions and safeguards
imposed under this subsection shall not include requirements for which the local government
does not have authority under statute to regulate nor requirements for which the courts have held
to be unenforceable if imposed directly by the local government, including, without limitation,
taxes, impact fees, building design elements within the scope of G.S.160D-702(b),
driveway-related improvements in excess of those allowed in G.S. 136-18(29) and
G.S. 160A-307, or other unauthorized limitations on the development or use of land.

The regulations may provide that defined minor modifications to special use permits that do
not involve a change in uses permitted or the density of overall development permitted may be
reviewed and approved administratively. Any other modification or revocation of a special use
permit shall follow the same process for approval as is applicable to the approval of a special use
permit. If multiple parcels of land are subject to a special use permit, the owners of individual
parcels may apply for permit modification so long as the modification would not result in other
properties failing to meet the terms of the special use permit or regulations. Any modifications
approved apply only to those properties whose owners apply for the modification. The regulation
may require that special use permits be recorded with the register of deeds. If a special use permit
expires and does not vest, the current zoning classification or regulation for the property applies.

n

SECTION 5.10.(c) G.S. 160D-203 reads as rewritten:
"§ 160D-203. Split jurisdiction.

(a) If a parcel of land lies within the planning and development regulation jurisdiction of
more than one local government, for the purposes of this Chapter, the local governments may,
by mutual agreement pursuant to Article 20 of Chapter 160A of the General Statutes and with
the written consent of the landowner, assign exclusive planning and development regulation
jurisdiction under this Chapter for the entire-pareel-land, including all development phases on the
land, to any one of those local governments.

(b) In the event no mutual agreement or written consent under subsection (a) of this
section exists, the landowner of land lying within the planning and development regulation
jurisdiction of more than one local government may elect the planning and development
regulations of the local government where the majority of the total acreage of the parcel of land
IS situated.

©) Sueh—a—mutualagreement-This section shall only be applicable to planning and
development regulations and shall not affect taxation or other nonregulatory matters. The mutual
agreement under subsection (a) of this section shall be evidenced by a resolution formally
adopted by each governing board and recorded with the register of deeds in the-every county
where the property-land is located within 14 days of the adoption of the last required resolution.

(d) For the purposes of this section, "landowner"” means all titleholders of record owning
an interest in the land."

SECTION 5.10.(d) This section is effective when it becomes law.

S257-CSNExfap-3 [v.7] Senate Bill 257 Page 23



O©ooO~NOoO ol WwWN -

General Assembly Of North Carolina Session 2025

REMOVE EXTRATERRITORIAL JURISDICTION AUTHORITY
SECTION 5.11.(a) G.S. 160D-201 reads as rewritten:
"§ 160D-201. Planning and development regulation jurisdiction.
@) Cities. — All of the powers granted by this Chapter may be exercised by any city within

its corporate limits and within any extraterritorial  area established pursuant to
G-S-160D-202:limits.

n

SECTION 5.11.(b) G.S. 160D-202 reads as rewritten:
"8 160D-202. Mumerpakex#ate#ﬁenaLTransfer or rellnqwshment of |ur|sd|ct|on
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()] County Authority Within City Jurisdiction. — The county may, on request of the city
council, exercise any or all of these-the powers granted in this Chapter in any or all areas lying

within the city's corporate Hmits—er—within—the—city's—specified—area—of—extraterritorial
jurisdiction:limits.

(09) Transfer of Jurisdiction. — When a city annexes-annexes or a new city is incorporated
n-ora-city-extends-Hsjurisdiction-to-ineludein an area that is currently being regulated by the
county, the county development regulations and powers of enforcement shall remain in effect
until (i) the city has adopted such development regulations or (ii) a period of 60 days has elapsed
following the annexation-extensien,-annexation or incorporation, whichever is sooner. Prior to
the transfer of jurisdiction, the city may hold hearings and take any other measures consistent
with G.S. 160D-204 that may be required in order to adopt and apply its development regulations
for the area at the same time it assumes jurisdiction.

(h) Relinquishment of Jurisdiction. — When a city relinquishes jurisdiction over an area
that it is regulating under this Chapter to a county, the city development regulations and powers
of enforcement shall remain in effect until (i) the county has adopted such development
regulation or (ii) a period of 60 days has elapsed following the action by which the city
relinquished jurisdiction, whichever is sooner. Prior to the transfer of jurisdiction, the county
may hold hearings and take other measures consistent with G.S. 160D-204 that may be required
in order to adopt and apply its development regulations for the area at the same time it assumes
jurisdiction.

Q) Process for Local Government Approval. — When a local government is granted
powers by this section subject to the request, approval, or agreement of another local government,
the request, approval, or agreement shall be evidenced by a formally adopted resolution of the
governing board of the local government. Any such request, approval, or agreement can be
rescinded upon two years' written notice to the other governing boards concerned by repealing
the resolution. The resolution may be modified at any time by mutual agreement of the governing
boards concerned.

(K) Effect on Vested Rights. — Whenever a city or county, pursuant to this section,
acquires jurisdiction over a territory that theretofore has been subject to the jurisdiction of another
local government, any person who has acquired vested rights in the surrendering jurisdiction may
exercise those rights as if no change of jurisdiction had occurred. The city or county acquiring
jurisdiction may take any action regarding such a development approval, certificate, or other
evidence of compliance that could have been taken by the local government surrendering
jurisdiction pursuant to its development regulations. Except as provided in this subsection, any
building, structure, or other land use in a territory over which a city or county has acquired
jurisdiction is subject to the development regulations of the city or county."
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SECTION 5.11.(c) G.S. 160D-307 is repealed.
SECTION 5.11.(d) G.S. 160D-602 reads as rewritten:
"8 160D-602. Notice of hearing on proposed zoning map amendments.

@) Mailed Notice. — Subject to the limitations of this Chapter, an ordinance shall provide
for the manner in which zoning regulations and the boundaries of zoning districts are to be
determined, established, and enforced, and from time to time amended, supplemented, or
changed, in accordance with the provisions of this Chapter. The owners of affected parcels of
land and the owners of all parcels of land abutting that parcel of land shall be mailed a notice of
the hearing on a proposed zoning map amendment by first-class mail at the last addresses listed
for such owners on the county tax abstracts. For the purpose of this section, properties are
"abutting"” even if separated by a street, railroad, or other transportation corridor. This notice must
be dep05|ted in the mail at Ieast 10 but not more than 25 days prlor to the date of the hearlng -+

SECTION 5.11.(e) G.S. 160D-903(c) is repealed.
SECTION 5.11.(f) G.S. 160D-912 reads as rewritten:
"8 160D-912. Outdoor advertising.

(m)  This section does not apply to any ordinance in effect on July 1, 2004. A local
government may amend an ordinance in effect on July 1, 2004, to extend application of the
ordinance to off-premises outdoor advertising located in territory acquired by annexation—or
located-in-the-extraterritorialjurisdiction-of the-city—annexation. A local government may repeal
or amend an ordinance in effect on July 1, 2004, so long as the amendment to the existing
ordinance does not reduce the period of amortization in effect on June 19, 2020.

SECTION 5.11.(g) G.S. 160D-925(e) is repealed.
SECTION 5.11.(h) G.S. 160D-1102(a) reads as rewritten:

"(a) A local government may create an inspection department and may appoint inspectors
who may be given appropriate titles, such as building inspector, electrical inspector, plumbing
inspector, housing inspector, zoning inspector, heating and air-conditioning inspector, fire
prevention inspector, or deputy or assistant inspector, or another title generally descriptive of the
duties assigned. Every local government shall perform the duties and responsibilities set forth in
G.S. 160D-1104 either by (i) creating its own inspection department, (ii) creating a joint
inspection department in cooperation with one or more other units of local government, pursuant
to Part 1 of Article 20 of Chapter 160A of the General Statutes, (iii) contracting with another unit
of local government for the provision of inspection services pursuant to Part 1 of Article 20 of
Chapter 160A of the General Statutes, or (iv) arranging for the county in which a city is located
to perform inspection services within the city's jurisdiction as authorized by G-5-160D-1104-and
G:S-160B-202-G.S. 160D-1104. Every local government shall designate a person responsible
for the daily oversight of the local government's duties and responsibilities under
G.S. 160D-1104."

SECTION 5.11.(i) G.S. 160D-1125(c) reads as rewritten:

"(c)  Additional Lien. — The amounts incurred by a local government in connection with
the removal or demolition are also a lien against any other real property owned by the owner of
the building or structure and Iocated W|th|n the Iocal governments plannlng and development
regulation § Ay 3 3 3 3 ,
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jurisdiction—within—one-mile—ef-the—eitytHmits—jurisdiction, except for the owner's primary

residence. The provisions of subsection (b) of this section apply to this additional lien, except
that this additional lien is inferior to all prior liens and shall be collected as a money judgment.”
SECTION 5.11.(j) G.S. 113A-208(d) reads as rewritten:

"(d)  An ordinance adopted under the authority of this section applies to all protected
mountain ridges as defined in G.S. 113A-206. A county or city may apply the ordinance to other
mountain ridges within its jurisdiction if it finds that this application is reasonably necessary to
protect agalnst some or all of the hazards or problems set forth |n G.S. 113A 207 —AeIeLmenaIW-

SECTION 5 11. (k) G. S 130A 317(d) reads as rewntten

"(d)  Municipalities, counties, local boards or commissions, water and sewer authorities,
or groups of municipalities and counties may establish and administer within their utility service
areas their own approval program in lieu of State approval of water system plans required in
subsection (c) of this section for construction or alteration of the distribution system of a proposed
or existing public water system, subject to the prior certification of the Department. For purposes
of this subsection, the service area of a municipality shall include only that area within the
corporate limits of the municipality and that area outside a municipality in its extraterritorial
jurisdiction where water service is already being provided to the permit applicant by the
municipality or connection to the municipal water system is immediately available to the
applicant; the service areas of counties and the other entities or groups shall include only those
areas where water service is already being provided to the applicant by the permitting authority
or connection to the permitting authority's system is immediately available. For purposes of this
subsection, the term “extraterritorial jurisdiction™ means the boundaries of the area over which a
municipality was exercising extraterritorial planning jurisdiction under Article 19 of Chapter
160A of the General Statutes, or its successor Chapter 160D of the General Statutes, prior to the
municipality's relinquishment of extraterritorial planning jurisdiction over the area in accordance

with the law. No later than the 180th day after the receipt of an approval program and statement
submitted by any local government, commission, authority, or board, the Department shall certify
any local program that meets all of the following conditions:

"

SECTION 5. 11 (I) G. S 136-55. 1(b) reads as rewritten:

"(b)

extratem%enal—jensmenenepea—arA mun|C|paI|ty may keep open and assume responS|b|I|ty for

maintenance of a road within one mile of its corporate limits once it is abandoned from the State
highway system."
SECTION 5. 11 (m) G. S 136- 63(b) reads as rewritten:

"(b) -
e*tFatem{enaHeHsd%Hen—aFea—a—A mun|C|paI|ty may keep open and assume respon3|b|I|ty for
maintenance of a road within one mile of its corporate limits once it is abandoned from the State
highway system."

SECTION 5.11.(n) G.S. 136-66.3(a) reads as rewritten:

“(a) Municipal Participation Authorized. — A municipality may, but is not required to,
participate in the right-of-way and construction cost of a State transportation improvement
approved by the Board of Transportation under G.S. 143B-350(f)(4) that is located in the
municipality-or-Hs-extraterritorialjurisdiction-municipality.”

SECTION 5.11.(0) G.S. 143-138(e) reads as rewritten:

"(e)  Effect upon Local Codes. — Except as otherwise provided in this section, the North
Carolina State Building Code shall apply throughout the State, from the time of its adoption.
Approved rules shall become effective in accordance with G.S. 150B-21.3. However, any
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political subdivision of the State may adopt a fire prevention code and floodplain management
regulations within its jurisdiction. Provided a political subdivision shall not adopt local fire
prevention code provisions which apply to dwellings subject to the North Carolina Residential
Code which are not prescriptively required by the North Carolina Residential Code. The
territorial jurisdiction of any municipality or county for this purpose, unless otherwise specified
by the General Assembly, shall be as follows: Municipal jurisdiction shall include all areas within

the corporate limits of the municipatity—-and-extraterritorialjurisdiction—areas—established—as
providedin-G-S-160DB-202eralecalact-municipality; county jurisdiction shall include all other

areas of the county. No such code or regulations, other than floodplain management regulations
and those permitted by G.S. 160D-1128, shall be effective until they have been officially
approved by the responsible Code Council as providing adequate minimum standards to preserve
and protect health and safety, in accordance with the provisions of subsection (c) above. Local
floodplain regulations may regulate all types and uses of buildings or structures located in flood
hazard areas identified by local, State, and federal agencies, and include provisions governing
substantial improvements, substantial damage, cumulative substantial improvements, lowest
floor elevation, protection of mechanical and electrical systems, foundation construction,
anchorage, acceptable flood resistant materials, and other measures the political subdivision
deems necessary considering the characteristics of its flood hazards and vulnerability. In the
absence of approval by the Building Code Council or Residential Code Council, or in the event
that approval is withdrawn, local fire prevention codes and regulations shall have no force and
effect. Provided any local regulations approved by the local governing body which are found by
the Council to be more stringent than the adopted statewide fire prevention code and which are
found to regulate only activities and conditions in buildings, structures, and premises that pose
dangers of fire, explosion or related hazards, and are not matters in conflict with the Code, may
be approved. Local governments may enforce the fire prevention code of the Code using civil
remedies authorized under G.S. 143-139, 153A-123, and 160A-175. If the State Fire Marshal or
other State official with responsibility for enforcement of the Code institutes a civil action
pursuant to G.S. 143-139, a local government may not institute a civil action under G.S. 143-139,
153A-123, or 160A-175 based upon the same violation. Appeals from the assessment or
imposition of such civil remedies shall be as provided in G.S. 160D-1127.

A local government may not adopt any ordinance In conflict with the exemption provided by
subsection (c1) of this section. No local ordinance or regulation shall be construed to limit the
exemption provided by subsection (c1) of this section."”

SECTION 5.11.(p) G.S. 143-215.1(f) reads as rewritten:

"(f)  Local Permit Programs for Sewer Extension and Reclaimed Water Utilization. —
Municipalities, counties, local boards or commissions, water and sewer authorities, or groups of
municipalities and counties may establish and administer within their utility service areas their
own general permit programs in lieu of State permit required in G.S. 143-215.1(a)(2), (3), and
(8) above, for construction, operation, alteration, extension, change of proposed or existing sewer
system, subject to the prior certification of the Commission. For purposes of this subsection, the
service area of a municipality shall include only that area within the corporate limits of the
municipality and that area outside a municipality in its extraterritorial jurisdiction where sewer
service or a reclaimed water utilization system is already being provided by the municipality to
the permit applicant or connection to the municipal sewer system or a reclaimed water utilization
system is immediately available to the applicant; the service areas of counties and the other
entities or groups shall include only those areas where sewer service or a reclaimed water
utilization system is already being provided to the applicant by the permitting authority or
connection to the permitting authority's system is immediately available. For purposes of this
subsection, the term "extraterritorial jurisdiction" means the boundaries of the area over which a
municipality was exercising extraterritorial planning jurisdiction under Article 19 of Chapter
160A of the General Statutes, or its successor Chapter 160D of the General Statutes, prior to the
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municipality's relinquishment of extraterritorial planning jurisdiction over the area in accordance
with the law. No later than the 180th day after the receipt of a program and statement submitted
by any local government, commission, authority, or board the Commission shall certify any local
program that does all of the following:

SECTION 5.11.(q) G.S. 153A-317.14(a)(6) is repealed.

SECTION 5.11.(r) G.S. 160A-58.4 reads as rewritten:
"8 160A-58.4. Extraterritorial powers.

Satellite corporate limits shall not be considered a part of the city's corporate limits for the
purposes of extraterritoriaHand-useregulationpursuant to-G-S—160D-202-0r-abatement of public
health nuisances pursuant to G.S. 160A-193. However, a city's power to regulate land use
pursuant to Chapter 160D of the General Statutes or to abate public health nuisances pursuant to
G.S. 160A-193, shall be the same within satellite corporate limits as within its primary corporate
limits."

SECTION 5.11.(s) G.S. 160A-176.1(a) reads as rewritten:

"(a) A city may adopt ordinances to regulate and control swimming, surfing and littering
in the Atlantic Ocean adjacent to that portion of the city within its beundaries—orwithin—s
extraterritorialurisdiction—boundaries; provided, however, nothing contained herein shall be
construed to permit any city to prohibit altogether swimming and surfing or to make these
activities unlawful.”

SECTION 5.11.(t) G.S. 160A-176.2(a) reads as rewritten:

"(a) A city may adopt ordinances to regulate and control swimming, personal watercraft
operation, surfing and littering in the Atlantic Ocean and other waterways adjacent to that portion
of the city within its beundaries-er-within-its-extraterritorialjurisdiction;-boundaries; provided,
however, nothing contained herein shall be construed to permit any city to prohibit altogether
swimming or surfing or to make these activities unlawful."

SECTION 5.11.(u) G.S. 160A-296(al) is repealed.

SECTION 5.11.(v) G.S. 160A-299(d) reads as rewritten:

"(d)  This section shall apply to any street or public alley within a city er-its-extraterritorial
jurisdiction-that has been irrevocably dedicated to the public, without regard to whether it has
actually been opened. This section also applies to unopened streets or public alleys that are shown
on plats but that have not been accepted or maintained by the city, provided that this section shall
not abrogate the rights of a dedicator, or those claiming under a dedicator, pursuant to
G.S. 136-96."

SECTION 5.11.(w) Any provision in a local act that grants a city the power to
exercise extraterritorial planning jurisdiction under Article 19 of Chapter 160A of the General
Statutes, or its successor Chapter 160D of the General Statutes, is hereby repealed.

SECTION 5.11.(x) Subsections (a) through (x) of this section apply only to
extraterritorial jurisdiction territory of a city located within the following counties and effective
as stated:

Q) For counties with a population of 25,000 or less according to the last federal

decennial census, October 1, 2026.
2 For counties with a population between 25,001 and 75,000 according to the
last federal decennial census, October 1, 2027.

SECTION 5.11.(y) No city may expand its extraterritorial jurisdiction beyond the
territory that the city was exercising extraterritorial jurisdiction authority upon as of June 1, 2025.

SECTION 5.11.(z) Cities continuing to exercise extraterritorial jurisdiction
authority shall continue to appoint representation on boards in accordance with G.S. 160D-307.

SECTION 5.11.(aa) The relinquishment of jurisdiction over an area that a city is
regulating under the authority of extraterritorial planning jurisdiction under Article 19 of Chapter
160A of the General Statutes, or its successor Chapter 160D of the General Statutes, shall be
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determined by the county in which the area lies, not the city which has been exercising
extraterritorial jurisdiction over the area, and becomes effective as follows:

1) For counties with a population of 25,000 or less according to the last federal
decennial census, October 1, 2026.

2 For counties with a population between 25,001 and 75,000 according to the
last federal decennial census, October 1, 2027.

SECTION 5.11.(bb) Nothing in this section shall be construed as prohibiting a city
from relinquishing jurisdiction over an area prior to the effective date set forth in subsection (aa)
of this section so long as the city complies with the provisions of Article 19 of Chapter 160A of
the General Statutes, or its successor Chapter 160D of the General Statutes.

SECTION 5.11.(cc) Upon relinquishment of jurisdiction over an area that a city is
regulating under the authority of extraterritorial planning jurisdiction under Article 19 of Chapter
160A of the General Statutes, or its successor Chapter 160D of the General Statutes:

1) The city regulations and powers of enforcement shall remain in effect until
the earlier of the effective date of the land use regulations adopted by the
county with jurisdiction over the area or 60 days after the effective date set
forth in subsection (aa) of this section for that county. If the sixtieth day falls
on a holiday or weekend, the next business day shall be treated as the sixtieth
day. The county may hold hearings and take other measures that may be
required in order to adopt county regulations for the area prior to the effective
date set forth in subsection (aa) of this section for that county.

(2)  Any person who has acquired vested rights under a permit, certificate, or other
evidence of compliance issued by the city may exercise those rights as if no
change of jurisdiction had occurred. The county acquiring jurisdiction may
take any action regarding the permit, certificate, or other evidence of
compliance that could have been taken by the city surrendering jurisdiction
pursuant to the city ordinances and regulations. Except as provided in this
section, any building, structure, or other land use in a territory over which a
county has acquired jurisdiction is subject to the ordinances and regulations
of the county. At least 180 days prior to the effective date set forth in
subsection (aa) of this section for the county in which any portion of a city
lies, the city shall notify the county of the following:

a. The boundaries of the city's extraterritorial jurisdiction in that county.
b. The existing land use regulations applying to that extraterritorial
jurisdiction in that county, including zoning and overlay maps.

C. Any pending requests for amendments or other changes to the existing
land use regulations applying to that extraterritorial jurisdiction in that
county.

d. Any vested rights with respect to properties in the extraterritorial

jurisdiction in that county.

SECTION 5.11.(dd) Sections 5.10 and 5.11 of this act shall have no effect on the
extraterritorial jurisdiction of law enforcement officers as authorized in any of the following:

Q) Chapter 77 of the General Statutes.

(2) G.S. 15A-402.

3) G.S. 20-38.2.

4) G.S. 160A-286.

5) Any local act or provision of general law.

SECTION 5.11.(ee) Except as otherwise provided, Sections 5.9 through 5.11 of this
act are effective when they become law.

PART V-A. HELENE RELATED FUNDING AND FLEXIBILITY
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HELENE RELATED FUNDING: COMPETITIVE GRANT PRIORITIZATION

SECTION 5A.1.(a) Notwithstanding any other provision of law, for the 2025-2027
fiscal biennium, the following programs and funds, which collectively represent over seven
hundred fifty million dollars ($750,000,000) in the base budget from competitive grant programs
over the biennium, shall prioritize applicants from counties that (i) were designated, in whole or
in part, by the United States Department of Housing and Urban Development as the most
impacted and distressed counties from Hurricane Helene and (ii) have a population of 300,000
or fewer based upon the 2023 Certified County Population Estimates from the State
Demographer:

1) Needs-Based Public School Capital Fund, established in Article 38B of

Chapter 115C of the General Statutes. The matching requirement under
G.S. 115C-546.11 is waived for applicants qualifying under this subsection
for prioritization.
2 Community Health Grant Program administered by the Department of Health
and Human Services, Division of Central Management, Office of Rural Health
(Rural Health).

3) State-Designated Rural Health Centers Support Grant Program and Rural
Health Capital Grants Program administered by Rural Health.

(4)  Agricultural Water Resources Assistance Program, established under Article
5 of Chapter 139 of the General Statutes.

(5) Utility Account, established under G.S. 143B-437.01.

(6) Rural Engagement & Investment Program under the Department of
Commerce, Rural Economic Development Division.

@) Parks and Recreation Trust Fund, established under G.S. 143B-135.56.

(8) North Carolina Land and Water Fund, established under G.S. 143B-135.234.

9) Grants administered by the North Carolina Arts Council, established under

Part 14 of Article 2 of Chapter 143B of the General Statutes.
(10)  Grants awarded by the State Water Infrastructure Authority from the State
Drinking Water and Wastewater Reserves.

SECTION 5A.1.(b) Each agency overseeing the administration of funds from the
programs and funds listed in subsection (a) of this section shall require applicants seeking
prioritization to attest that (i) the application for funds is for repair, replacement, or construction
of equipment, buildings, or natural features due to damage or effects from Hurricane Helene,
including capacity-building, and (ii) the amount of funds requested is the amount of unmet need
above the amount paid by insurance and available federal aid.

HELENE RELATED FUNDING: STATE AGENCIES OPERATIONS

SECTION 5A.2. In order to augment State funds that are available for operational
needs of various State agencies resulting from recovery and relief efforts related to damage and
suffering caused by Hurricane Helene, the General Assembly has identified and transferred to
the Helene Fund funds from other reserves, in the amount of seven hundred million dollars
($700,000,000), that are currently unutilized or underutilized and has used a portion of those
funds for multiple agencies, as provided elsewhere in this act, including the North Carolina
Community College System, the Department of Commerce, the Office of the Governor, and The
University of North Carolina.

HELENE RELATED FUNDING: SEWER/WATER

SECTION 5A.3. The General Assembly finds that the supplemental appropriations
provided by Congress in the American Relief Act of 2025 (P.L. 118-158) and allocated by the
U.S. Environmental Protection Agency to the Clean Water State Revolving Fund and the
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Drinking Water State Revolving Fund for wastewater treatment works, drinking water facilities,
and decentralized wastewater treatment systems in the State impacted by Hurricane Helene
should be expeditiously used for repair and replacement of drinking water and wastewater
infrastructure damaged by Hurricane Helene.

Accordingly, the General Assembly has appropriated in this act for the 2025-2026
fiscal year the sum of six hundred eighty-five million six hundred thirteen thousand dollars
($685,613,000) in federal disaster funding in this act, which is allocated in and for the following
amounts and uses:

1) Two hundred fifty-three million six hundred eighty-one thousand dollars

($253,681,000) to the Clean Water State Revolving Fund established in
G.S. 159G-22(b) (CWSRF) and four hundred nine million four hundred
twenty-two thousand dollars ($409,422,000) to the Drinking Water State
Revolving Fund established in G.S. 159G-22(c) (DWSRF) for funding of
projects consistent with applicable federal law and guidance to CWSRF and
DWSREF eligible entities that were damaged, can demonstrate impact, or
experienced a loss or disruption of a mission-essential function caused by
Hurricane Helene.

(2)  Twenty-two million five hundred ten thousand dollars ($22,510,000) to the
CWSRF to improve the resilience of decentralized wastewater treatment
systems to flooding, to assess the potential to connect homes served by
decentralized wastewater treatment systems to centralized wastewater
systems, and to fund such connections.

HELENE RELATED FUNDING: TRANSPORTATION

SECTION 5A.4. In order to augment State funds that are available for needs
resulting from recovery and relief efforts related to damage and suffering caused by Hurricane
Helene, the General Assembly is identifying and reallocating transportation funds that are
unutilized or underutilized to meet the cash flow and federal matching requirements for
transportation infrastructure recovery in Helene impacted counties. To this end, as otherwise
provided in this act, the General Assembly has identified six hundred thirty-three million six
hundred thirty-nine thousand six hundred thirty dollars ($633,639,630) in Part XLIII of this act
for reallocation for uses consistent with the Highway Fund and this act.

HELENE RELATED FUNDING: PUBLIC SCHOOL CAPITAL

SECTION 5A.5. The State Controller shall transfer interest earned as of June 30,
2025, from the Needs-Based Public School Capital Fund established in Article 38B of Chapter
115C of the General Statutes, estimated at thirty-nine million six hundred thousand dollars
($39,600,000), to the Department of Public Instruction for Capital Recovery Funds for the Public
School Facilities Program, established in S.L. 2024-53, Committee Report, page F2, Item 7.

EMERGENCY FLEXIBILITY OF FUNDS
SECTION 5A.6. G.S. 166A-19.40 reads as rewritten:
"8 166A-19.40. Use of contingency and emergency funds.
€)) Use of Contingency and Emergency Funds. — The Governor may use contingency and
emergency funds:
1) As necessary and appropriate to provide relief and assistance from the effects
of an emergency.
(2)  As necessary and appropriate for National Guard training in preparation for
emergencies with the concurrence of the Council of State.
(b) Repealed by Session Laws 2015-241, s. 6.19(a), effective July 1, 2015.
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(© Use of Other Funds. — The Governor may reallocate on a nonrecurring basis such
other funds as may reasonably be available within the appropriations of the various departments
when all of the following conditions are satisfied:

1) The severity and magnitude of the emergency so requires.

2 Contingency and emergency funds are insufficient or inappropriate.

3 A state of emergency has been declared pursuant to G.S. 166A-19.20(a).

4) Funds in the State Emergency Response and Disaster Relief Fund are
insufficient.”

PART VI. COMMUNITY COLLEGE SYSTEM

INSTITUTIONAL SUPPORT CONSOLIDATION
SECTION 6.1.(a) The State Board of Community Colleges shall consolidate
administrative functions held across the community colleges system into a new administrative
structure. The President of the Community Colleges System, a consultant hired by the State
Board, or individual community colleges may submit recommendations to the State Board, but
all decision-making power on the development of the new structure resides with the State Board.
The new structure developed pursuant to this section shall go into effect beginning with the
2026-2027 academic year. The State Board may use up to two million dollars ($2,000,000) in
nonrecurring funds appropriated in this act for the 2025-2026 fiscal year for the following:
1) To contract with a third-party consultant to assist with development of the new
administrative structure.
2 To conduct studies related to developing the new administrative structure.
3) Other purposes the State Board deems relevant to developing the new
administrative structure.
SECTION 6.1.(b) The State Board shall submit a report to the Joint Legislative
Education Oversight Committee on the administrative structure developed pursuant to this
section no later than April 15, 2026. The report shall include at least the following:
1) An overview of the new structure compared to the prior structure.
(2) A summary of efficiencies achieved by the new structure.

REPEAL MINORITY MALE SUCCESS INITIATIVE REPORT
SECTION 6.2. G.S. 115D-58.17(a) reads as rewritten:
“(a) No later than February 15, 2024, and annually thereafter, the State Board of
Community Colleges shall report to the Joint Legislative Education Oversight Committee on

outcomes related to the—fe”ewmg—me&#mg—ppegmm&

&  Fhe-the Rowan-Cabarrus Community College Biotechnology Training Center and
Greenhouse at the North Carolina Research Campus in Kannapolis."

PROPEL NC

SECTION 6.3.(a) The following session laws are repealed:

1) Subsection (b) of Section 8.3 of S.L. 2011-145.

2 Subsection (a) of Section 10.4 of S.L. 2013-360.

SECTION 6.3.(b) The State Board of Community Colleges shall revise its funding
formula for community colleges and allocate funds under that revised formula, beginning with
the 2025-2026 fiscal year, according to the following minimum criteria:

Q) Each community college shall continue to receive a base allocation of funds.

(2) In addition to the base allocation of funds, funds shall be provided to

community colleges based on the number of full-time equivalent (FTE)
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students enrolled in curriculum, workforce continuing education, and Basic
Skills courses.
3) Funds allocated pursuant to subdivision (2) of this subsection shall be
weighted based on the workforce sector of each course, as determined by the
State Board. In making its determinations, the State Board shall consider
salary data and labor market demand for the applicable workforce sector.
SECTION 6.3.(c) Part 3 of Article 1 of Chapter 115D of the General Statutes, as
enacted by this act, is further amended by adding a new section to read:
"8 115D-10.55. Course review.

The State Board of Community Colleges shall review and revise, as necessary, its workforce
sector designations for curriculum, workforce continuing education, and Basic Skills courses at
community colleges by July 15, 2028, and every three years thereafter."

SECTION 6.3.(d) Of the funds appropriated for the purposes of this section, the
State Board of Community Colleges shall increase funding for pathways related to healthcare,
engineering and advanced manufacturing, trades and transportation, and information technology.

SECTION 6.3.(e) No later than April 1, 2027, the Community Colleges System
Office shall report to the Joint Legislative Education Oversight Committee on the revisions to its
funding formula for community colleges pursuant to subsection (b) of this section, including the
structure of the revised formula, the process for implementing the revised formula, and any
recommended changes to the revised formula.

NCCCS IDD WORKFORCE TRAINING EXPANSION
SECTION 6.4.(a) G.S. 115D-10.21(a), as enacted by this act, reads as rewritten:

"(a)  The State Board of Community Colleges shall establish a community college training
program for up to 45-25 community colleges. The program shall provide opportunities for
micro-credentials or other credentials that lead to increased employment outcomes for
individuals with intellectual and developmental disabilities (IDD). To the extent funds are
appropriated for this purpose, the program shall improve the ability of participating community
colleges to offer training and educational components that include improving employability skills
and providing on-the-job training and apprenticeships with business and industry for individuals
with IDD. The goal of the program shall be to inform community colleges and address
cross-departmental supports within the individual community colleges on programs for
individuals with IDD related to at least the following:

1) Establishing best practices for providing vocational training for individuals
with IDD.

2) Providing financial and benefits counseling.

3) Developing strategies on integrating assistive technology.

4) Maximizing access, with supports, to credential and degree programs,
including micro-credentials that are established by the State Board.

(5) Identifying methods to increase orientation and integration of individuals with
IDD into the college community to the greatest extent possible.

(6) Determining a needs assessment, marketing, and evaluation to serve a broad
array of individuals with developmental and other similar disabilities or
learning challenges to assure adequate demand for new or existing programs.”

SECTION 6.4.(b) Of the funds appropriated for North Carolina Community

Colleges System IDD Workforce Training Expansion in this act, the Community Colleges
System Office shall use the funds as follows:

1) The sum of six hundred forty thousand dollars ($640,000) in recurring funds
shall be used to create two positions to facilitate the creation of work-based
learning opportunities and be dedicated to engagement with business and
industry partners statewide. These funds shall also be used for the expansion
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of Career and College Promise high school pathways and pre-apprenticeships
and work-based learning for individuals with intellectual and developmental
disabilities.

2 The sum of eight hundred ten thousand dollars ($810,000) may be used for
marketing evaluation, online resources, professional development, and
infrastructure support.

3) The remaining funds shall be used to expand the program developed pursuant
to G.S. 115D-10.21, as amended by this section.

SECTION 6.4.(c) The Community Colleges System Office shall continue to provide
funds to community colleges participating in the program developed pursuant to
G.S. 115D-10.21, as amended by this section, at the rate of one hundred ninety-four thousand
dollars ($194,000) per participating community college.

CHAPTER 115D REORGANIZATION
SECTION 6.5.(a) Article 1 of Chapter 115D of the General Statutes reads as
rewritten:
"Article 1.
"General Provisions for State Administration.
"Part 1. Establishment and Administration of the North Carolina Community Colleges System.
"§ 115D-1. Statement of purpose.

The purposes of this Chapter are to provide for the establishment, organization, and
administration of a system of educational institutions throughout the State offering courses of
instruction in one or more of the general areas of two-year college parallel, technical, vocational,
and adult education programs, to serve as a legislative charter for such institutions, and to
authorize the levying of local taxes and the issuing of local bonds for the support thereof. The
major purpose of each and every institution operating under the provisions of this Chapter shall
be and shall continue to be the offering of vocational and technical education and training, and
of basic, high school level, academic education needed in order to profit from vocational and
technical education, for students who are high school graduates or who are beyond the
compulsory age limit of the public school system and who have left the public schools, provided,
juveniles of any age committed to the Division of Juvenile Justice of the Department of Public
Safety by a court of competent jurisdiction may, if approved by the director of the youth
development center to which they are assigned, take courses offered by institutions of the system
if they are otherwise qualified for admission.

The Community Colleges System Office is designated as the primary lead agency for
delivering workforce development training, adult literacy training, and adult education programs
in the State.
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"§ 115D-5.5. Board Reserve Fund.

The State Board of Community Colleges shall use its Board Reserve Fund for feasibility
studies, pilot projects, start-up of new programs, and innovative ideas.

"Part 2. Administration of Local Community Colleges by State Board of Community Colleges.
"§ 115D-6. Withdrawal of State support.

The State Board of Community Colleges may withdraw or withhold State financial and
administrative support of any institutions subject to the provisions of this Chapter in the event
that:of any of the following:

(1)  Therequired local financial support of an institution is not previded;provided.
2 Sufficient State funds are not avaHable;available.
3) The officials of an institution refuse or are unable to maintain prescribed
standards of administration or instruction—orinstruction.
4) Local educational needs for such an institution cease to exist.
"8 115D-6.1. Administration of institutions.

(a) Policies. — The State Board of Community Colleges may adopt and execute such
policies, requlations, and standards concerning the establishment, administration, and operation
of institutions as the State Board may deem necessary to ensure the quality of educational
programs, to promote the systematic meeting of educational needs of the State, and to provide
for the equitable distribution of State and federal funds to the several institutions.

(b)  Authority. — The State Board shall have the following authority with respect to
individual institutions:

(1)  To approve sites, capital improvement projects, and budgets.

(2)  To approve the selection of the chief administrative officer.

(3)  To establish and administer standards for professional personnel, curricula,
admissions, and graduation.

(4)  Torequlate the awarding of degrees, diplomas, and certificates.

(5)  To establish and requlate student tuition and fees within policies for tuition

and fees established by the General Assembly.
(6)  To establish and regulate financial accounting procedures.

(©) Salaries. — The State Board shall establish standards and scales for salaries and
allotments paid from funds administered by the State Board, and all employees of the institutions
shall be exempt from the provisions of the North Carolina Human Resources Act. Any and all
salary caps set by the State Board for community college presidents shall apply only to the
State-paid portion of the salary. Except as otherwise provided by law, the employer contribution
rate on the local-paid portion of the salary, to be paid from local funds, shall be set by the State
Treasurer based on actuarial recommendations.

(d) Faculty Credentials. — The State Board of Community Colleges shall require each
community college to meet the faculty credential requirements of its accrediting agency for all
community college programs.

"§ 115D-6.2. Acereditation-Accreditation policy.

The State Board of Community Colleges shall adopt a policy requiring community colleges

to be accredited in accordance with G.S. 115D-21.2.

)
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"8 115D-6.5. Notice of noncompliance; appointment of an interim board of trustees.

(c) Interim Board Assumption of Powers and Duties. — The adoption of the resolution to
remove the full board under this section shall have the effect of vacating the terms of all of the
members serving on the board of trustees. Notwithstanding G.S. 115D-12, the State Board of
Community Colleges shall appoint an interim five-member board of trustees for a period not to
exceed 12 months with input from the advisory committee listed in subsection (a) of this section.
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To preserve local autonomy, the appointing authorities of the local administrative area of the
community college under G.S. 115D-12 shall make recommendations to the State Board on the
appointment of the members to the interim board of trustees. All appointees to the interim board
of trustees shall be residents of the administrative area of the institution for which they are
selected or of counties contiguous thereto with the exception of members provided for in
subsection{a)-of G-S—115D-12, GroupFeur—G.S. 115D-12(a)(3). At the end of the period of
service of the interim board of trustees, a board of trustees for the community college shall be
appointed in accordance with G.S. 115D-12. Initial terms of members of the new board of
trustees shall be staggered to align with the remainder of the vacated terms of the members of the
board of trustees.

"8 115D-9.5. Bookstore sales.

Notwithstanding G.S. 66-58(c)(3) or any other provisions of law, the State Board of
Community Colleges may adopt rules governing the expenditure of funds derived from bookstore
sales by community colleges. These expenditures shall be consistent with the mission and
purpose of the Community College System. Profits may be used in the support and enhancement
of the bookstores, for student aid or scholarships, for expenditures of direct benefit to students,
and for other similar expenditures authorized by the board of trustees, subject to rules adopted
by the State Board. These funds shall not be used to supplement salaries of any personnel.

"§ 115D-9.10. Exchange of information with The University of North Carolina and North
Carolina public schools.

The State Board of Community Colleges shall comply with the provisions of
G.S. 116-11(10a) to plan and implement an exchange of information between the public schools
and the institutions of higher education in the State.

"8 115D-9.15. Lease purchase and installment purchase contracts.

The State Board of Community Colleges shall review and approve lease purchase and
installment purchase contracts as provided under G.S. 115D-58.15(b). The State Board shall
adopt policies and procedures governing the review and approval process.

"8 115D-9.20. Compliance review and requested information.

(a) Compliance Review. — The State Board of Community Colleges shall maintain an
accountability function that conducts periodic reviews of each community college operating
under the provisions of this Chapter. The purpose of the compliance review shall be to ensure
that (i) data used to allocate State funds among community colleges is reported accurately to the
System Office and (ii) community colleges are charging and waiving tuition and registration fees
consistent with law. The State Board of Community Colleges shall require the use of a
statistically valid sample size in performing compliance reviews of community colleges. All
compliance review findings that are determined to be material shall be forwarded to the college
president, local college board of trustees, the State Board of Community Colleges, and the State
Auditor. The State Board of Community Colleges shall adopt rules governing the frequency,
scope, and standard of materiality for compliance reviews.

(b) Information to Department of Revenue. — The North Carolina Community Colleges
System Office shall provide the Department of Revenue with a list of all community colleges,
including name, address, and other identifying information requested by the Department of
Revenue. The North Carolina Community Colleges System Office shall update this list whenever
there is a change.

"8 115D-9.25. Multicampus centers.

All multicampus centers approved by the State Board of Community Colleges shall receive
funding under the same formula. The State Board of Community Colleges shall not approve any
additional multicampus centers without identified recurring sources of funding. A community
college facility shall be considered a multicampus center if it meets the criteria established by the
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State Board and is at least 4 miles away from the main campus of the community college and
other multicampus center locations.
"§ 115D-9.30. Service areas.

The State Board of Community Colleges shall review, at least every five years, service areas
that include counties assigned to more than one community college to determine the feasibility
of continuing to assign those counties to more than one community college. The State Board
shall revise service areas as needed to ensure that counties are served effectively. The State Board
shall report its findings and any revisions to the Joint Legislative Education Oversight Committee
within 60 days of revisions being made.

"8 115D-9.35. Athletic teams.

The State Board of Community Colleges shall monitor community colleges for compliance
with Article 38 of Chapter 116 of the General Statutes. If the State Board determines that a
community college is in violation of Article 38 of Chapter 116 of the General Statutes, it shall
report the identity of the community college to the Joint Legislative Education Oversight
Committee.

"Part 3. Community College Programs.
"8 115D-10.5. Program fundinag.

(a) New Programs and Terminations of Programs. — A community college may not offer
a_new program without the approval of the State Board of Community Colleges except that
approval shall not be required if the tuition for the program will fully cover the cost of the
program. If at any time tuition fails to fully cover the cost of a program that falls under the
exception, the program shall be discontinued unless approved by the State Board. If a proposed
new program would serve more than one community college, the State Board shall perform a
feasibility study prior to acting on the proposal. The State Board shall consider whether a regional
approach can be used when developing new programs and, to the extent possible, shall initiate
new programs on a regional basis. The State Board shall collect data on an annual basis on all
new programs and program terminations it approved and any regionalization of programs during
the year, including the specific reasons for which each program was terminated or approved.

(b)  Recreation Extension Courses. — Funds appropriated to the Community Colleges
System Office as operating expenses for allocation to the institutions comprising the North
Carolina Community College System shall not be used to support recreation extension courses.
The financing of these courses by any institution shall be on a self-supporting basis, and
membership hours produced from these activities shall not be counted when computing full-time
equivalent students (FTE) for use in budget-funding formulas at the State level.

(©) Real Estate Continuing Education Courses. — Whenever a community college offers
real estate continuing education courses, the courses shall be offered on a self-supporting basis.
"8 115D-10.10. College transfer program approval; standards for programs; annual

reporting requirements.

(a) The State Board of Community Colleges may approve the addition of the college
transfer program to a community college. If addition of the college transfer program to an
institution would require a substantial increase in funds, State Board approval shall be subject to
appropriation of funds by the General Assembly for this purpose.

(b)  Addition of the college transfer program shall not decrease an institution's ability to
provide programs within its basic mission of vocational and technical training and basic academic
education.

©) The State Board of Community Colleges shall develop appropriate criteria and
standards to regulate the addition of the college transfer program to institutions.

(d)  The State Board of Community Colleges shall develop appropriate criteria and
standards to regulate the operation of college transfer programs.
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(e) The Board of Governors of The University of North Carolina shall report to each
community college and to the State Board of Community Colleges in accordance with
G.S. 116-11(10b) on the academic performance of that community college's transfer students. If
the State Board of Community Colleges finds that college transfer students from a community
college are not consistently performing adequately at a four-year college, the Board shall review
the community college's program and determine what steps are necessary to remedy the problem.
The Board shall report annually to the General Assembly on the reports it receives and on what
steps it is taking to remedy problems that it finds.

) The Community Colleges System Office shall report annually by April 15 to the Joint
Legislative Education Oversight Committee, the State Board of Education, 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 the

following:

1 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 classrooms, by local

4)

(5)

=

school administrative unit, who have taken part in this initiative.
The change in the number of teachers available to schools since the program's
inception.
The gualitative data from students, teachers, local school administrative unit
personnel, university personnel, and community college personnel as to the
impact of this initiative on our State's teaching pool.

(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.

"8 115D-10.15. Workforce development programs.

Community colleges shall assist in the preemployment and in-service training of employees
in industry, business, agriculture, health occupation, and governmental agencies. Such training
shall include instruction on worker safety and health standards and practices applicable to the
field of employment. The State Board of Community Colleges shall make appropriate
regulations, including the establishment of maximum hours of instruction which may be offered
at State expense in each in-plant training program. No instructor or other employee of a
community college shall engage in the normal management, supervisory, and operational
functions of the establishment in which the instruction is offered during the hours in which the
instructor or other employee is employed for instructional or educational purposes.

"§ 115D-10.17. Customized Training Program.

(@ There is created within the North Carolina Community College System the
Customized Training Program. The Customized Training Program shall offer programs and
training services to assist new and existing business and industry to remain productive, profitable,
and within the State. Before a business or industry qualifies to receive assistance under the
Customized Training Program, the President of the North Carolina Community College System
shall determine the following:

(1)  The business is making an appreciable capital investment.

(2)  The business is deploying new technology.

(3)  The business or individual is creating jobs, expanding an existing workforce,
or enhancing the productivity and profitability of the operations within the
State.

(4)  The skills of the workers will be enhanced by the assistance.

S257-CSNExfap-3 [v.7] Senate Bill 257 Page 49



O©ooO~NOoO ol WwWN -

General Assembly Of North Carolina Session 2025

(b)  The Community Colleges System Office shall report no later than September 1 of
each year to the Joint Legislative Education Oversight Committee on the following:

(1)  The total amount of funds received by a company under the Customized
Training Program.

(2)  The types of services sought by the company, whether for new, expanding, or
existing industry.

(3)  The amount of funds per trainee received by that company.

(4)  The amount of funds received per trainee by the community college delivering
the training.

(5)  The number of trainees trained by the company and community college.

(6)  The number of years that company has been funded.

(©) Notwithstanding any other provision of law, the State Board of Community Colleges
may adopt guidelines that allow the Customized Training Program to use funds appropriated for
that program to support training projects for the various branches of the Armed Forces of the
United States.

(d) Funds available to the Customized Training Program shall not revert at the end of a
fiscal year but shall remain available until expended. Up to ten percent (10%) of the
college-delivered training expenditures and up to five percent (5%) of the contractor-delivered
training expenditures for the prior fiscal year for Customized Training may be allotted to each
college for capacity building at that college.

(e) Of the funds appropriated in a fiscal year for the Customized Training Program, the
State Board of Community Colleges may approve the use of up to eight percent (8%) for the
training and support of regional community college personnel to deliver Customized Training
Program services to business and industry.

) The State Board shall adopt guidelines to implement this section. At least 20 days
before the effective date of any criteria or nontechnical amendments to guidelines, the State
Board must publish the proposed guidelines on the Community Colleges System Office's website
and provide notice to persons who have requested notice of proposed guidelines. In addition, the
State Board must accept oral and written comments on the proposed quidelines during the 15
business days beginning on the first day that the State Board has completed these notifications.
For the purpose of this subsection, a technical amendment is either of the following:

(1)  Anamendment that corrects a spelling or grammatical error.

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

"§ 115D-10.19. Short-Term Workforce Development Grant Program.

(a) Program Established. — There is established the North Carolina Community College
Short-Term Workforce Development Grant Program (Program) to be administered by the State
Board of Community Colleges. The State Board shall adopt rules for the disbursement of the
grants pursuant to this section.

(b) Programs of Study. — The State Board of Community Colleges, in collaboration with
the Department of Commerce, shall determine the eligible programs of study for the Program,
according to the occupations that are in the highest demand in the State. The eligible programs
of study shall include programs such as architecture and construction, health sciences,
information technology, electrical line worker, and manufacturing programs and may include
other programs to meet local workforce needs.

©) Award Amounts. — To the extent funds are made available for the Program, the State
Board of Community Colleges shall award grants in an amount of up to seven hundred fifty
dollars ($750.00) to students pursuing short-term, noncredit State and industry workforce
credentials. The State Board of Community Colleges shall establish criteria for initial and
continuing eligibility for students. At a minimum, students shall be required to qualify as a
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resident for tuition purposes under the criteria set forth in G.S. 116-143.1 and in accordance with
the coordinated and centralized residency determination process administered by the State
Education Assistance Authority.

(d) Report. — The State Board shall submit a report by April 1 annually on the Program
to the Joint Legislative Education Oversight Committee and the Fiscal Research Division. The
report shall contain, for each academic year and by programs of study, the amount of grant funds
disbursed and the number of eligible students receiving funds.

"8 115D-10.21. Training programs for students with intellectual and developmental
disabilities.

(@ The State Board of Community Colleges shall establish a community college training
program for up to 15 community colleges. The program shall provide opportunities for
micro-credentials or other credentials that lead to increased employment outcomes for
individuals with intellectual and developmental disabilities (IDD). To the extent funds are
appropriated for this purpose, the program shall improve the ability of participating community
colleges to offer training and educational components that include improving employability skills
and providing on-the-job training and apprenticeships with business and industry for individuals
with IDD. The goal of the program shall be to inform community colleges and address
cross-departmental supports within the individual community colleges on programs for
individuals with IDD related to at least the following:

(1)  Establishing best practices for providing vocational training for individuals
with IDD.

(2)  Providing financial and benefits counseling.

3) Developing strategies on integrating assistive technology.

(4)  Maximizing access, with supports, to credential and degree programs,
including micro-credentials that are established by the State Board.

(5) Identifying methods to increase orientation and integration of individuals with

IDD into the college community to the greatest extent possible.

(6)  Determining a needs assessment, marketing, and evaluation to serve a broad
array of individuals with developmental and other similar disabilities or
learning challenges to assure adequate demand for new or existing programs.

(b) No later than May 1 of each year, the Community Colleges System Office shall report
on the funds appropriated to the System Office for the purposes of this section to the Joint
Legislative Education Oversight Committee and the Fiscal Research Division. At a minimum,
the report shall address the impact of the program, the use of any additional positions created at
community colleges, professional development training for staff, and funding sources identified
for individuals with IDD to build programs at community colleges that support postsecondary
trainings and certifications that enable individuals with IDD to engage in competitive, sustainable
employment.

"8 115D-10.25. Commercial fishing and aguaculture classes.

(a) The General Assembly urges all community colleges serving the coastal area of the
State to offer classes on commercial fishing and aguaculture.

(b)  The North Carolina Community Colleges System Office shall provide technical
assistance to these colleges on offering such classes.

©) The North Carolina Community Colleges System Office shall report to the Joint
Legislative Education Oversight Committee on any fiscal and administrative issues it identifies
that limit colleges' ability to offer such courses.

"8 115D-10.30. Correction education programs.

(@)  Approval. — No course of instruction shall be offered by any community college at
State expense or partial State expense to any captive or co-opted group of students, as defined by
the State Board of Community Colleges, without prior approval of the State Board. All course
offerings approved for State prison inmates or prisoners in local jails must be tied to clearly
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identified job skKills, transition needs, or both. Approval by the State Board shall be presumed to
constitute approval of both the course and the group served by that institution. The State Board
may delegate to the President the power to make an initial approval, with final approval to be
made by the State Board. A course taught without such approval will not yield any full-time
equivalent students, as defined by the State Board. Community colleges shall report full-time
equivalent (FTE) student hours for correction education programs on the basis of student
membership hours. Funds appropriated for community college courses for prison inmates shall
be used only for inmates in State prisons. The first priority for the use of these funds shall be to
restore the FTE for basic skills courses to the FY 2008-2009 level. Funds not needed for this
purpose may be used for continuing education and curriculum courses related to job sKills
training. No community college shall operate a multi-entry/multi-exit class or program in a prison
facility, except for a literacy class or program. The State Board shall work with the Division of
Adult Correction and Juvenile Justice of the Department of Public Safety on offering classes and
programs that match the average length of stay of an inmate in a prison facility.

(b)  Courses in Federal Prisons. — Courses in federal prisons shall not earn reqgular budget
full-time equivalents but may be offered on a self-supporting basis.

"8 115D-10.35. Teacher residency licensure courses.

The North Carolina Community College System may offer courses, in accordance with
Article 17D of Subchapter V of Chapter 115C of the General Statutes, to individuals who choose
to enter the teaching profession through residency licensure.

"8 115D-10.40. American Sign Language courses.

The State Board of Community Colleges shall develop curriculum and continuing education
standards for courses of instruction in American Sign Language and shall encourage community
colleges to offer courses in American Sign Language as a modern foreign language.

"8 115D-10.45. Adult high school equivalency diploma test.

The State Board of Community Colleges may establish, retain, and budget fees charged to
students taking an adult high school equivalency diploma test, including fees for retesting. Fees
collected for this purpose shall be used only to (i) offset the costs of the test, including the cost
of scoring the test, (ii) offset the costs of printing adult high school equivalency diplomas, and
(iii) meet federal and State reporting requirements related to the test.

"8 115D-10.50. Motorcycle Safety Instruction Program.

(a) There is created a Motorcycle Safety Instruction Program for the purpose of
establishing statewide motorcycle safety instruction to be delivered through the Community
Colleges System Office. The Program may be administered by a motorcycle safety coordinator
who shall be responsible for the planning, curriculum, and completion requirements of the
Program. The State Board of Community Colleges may elect a motorcycle safety coordinator
upon nomination of the President of the Community College System, and the compensation of
the motorcycle safety coordinator shall be fixed by the State Board upon recommendation of the
President of the Community College System pursuant to G.S. 115D-3. The State Board of
Community Colleges may contract with an appropriate public or private agency or person to
carry out the duties of the motorcycle safety coordinator.

(b)  The Motorcycle Safety Instruction Program shall be implemented through the
Community Colleges System Office at institutions which choose to provide the Program. The
motorcycle safety coordinator shall select and facilitate the training and certification of
instructors who will implement the Program.

"Part 4. Students.
"8 115D-10.65. Accreditation of secondary school located in North Carolina shall not be a
factor in admissions, loans, scholarships, or other educational policies.

(@ For purposes of this section, the term "accreditation" shall include certification or any
other similar approval process.
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(b)  The State Board of Community Colleges shall adopt a policy that prohibits any
community college from soliciting or using information regarding the accreditation of a
secondary school located in North Carolina that a person attended as a factor affecting
admissions, loans, scholarships, or other educational activity at the community college, unless
the accreditation was conducted by a State agency.

"8 115D-10.70. Driving eligibility certificates.

(a) The State Board of Community Colleges shall adopt the following rules to assist
community colleges in their administration of procedures necessary to implement G.S. 20-11 and
G.S. 20-13.2:

(1)  To establish the procedures a person who is or was enrolled in a community
college must follow and the requirements that person must meet to obtain a
driving eligibility certificate.

(2)  To require the person who is required under G.S. 20-11(n) to sign the driving
eligibility certificate to provide the certificate if he or she determines that one
of the following requirements is met:

a. The person seeking the certificate is eligible for the certificate under
G.S. 20-11(n)(1) and is not subject to G.S. 20-11(nl).
b. The person seeking the certificate is eligible for the certificate under

G.S. 20-11(n)(1) and G.S. 20-11(n1).

(3)  To provide for an appeal through the grievance procedures established by the
board of trustees of each community college by a person who is denied a
driving eligibility certificate.

(4)  To define exemplary student behavior and to define what constitutes the
successful completion of a drug or alcohol treatment counseling program.

(b)  The State Board shall develop policies as to when it is appropriate to notify the
Division of Motor Vehicles that a person who is or was enrolled in a community college no
longer meets the requirements for a driving eligibility certificate. The State Board also shall adopt
guidelines to assist the presidents of community colleges in their designation of representatives
to sign driving eligibility certificates.

(©) The State Board shall develop a form for the appropriate individuals to provide their
written, irrevocable consent for a community college to disclose to the Division of Motor
Vehicles that the student no longer meets the conditions for a driving eligibility certificate under
G.S. 20-11(n)(1) or G.S. 20-11(nl), if applicable, in the event that this disclosure is necessary to
comply with G.S. 20-11 or G.S. 20-13.2. Other than identifying under which statutory subsection
the student is no longer eligible, no other details or information concerning the student's school
record shall be released pursuant to this consent.

"8 115D-10.75. Excused absences for religious observances.

The State Board of Community Colleges shall direct each community college to adopt a
policy that authorizes a minimum of two excused absences each academic year for religious
observances required by the faith of a student. The policy may require that the student provide
written notice of the request for an excused absence a reasonable time prior to the religious
observance. The policy shall also provide that the student shall be given the opportunity to make
up any tests or other work missed due to an excused absence for a religious observance.

"8 115D-10.76. Excused absences for National Guard service members.

The State Board of Community Colleges shall adopt a policy to be applied uniformly
throughout the Community College System to provide that any student enrolled in a community
college who is a National Guard service member placed onto State active duty status during an
academic term shall be given an excused absence for the period of time the student is on active
duty. The policy shall further provide all of the following:

(1)  The student shall be given the opportunity to make up any test or other work
missed during the excused absence.
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(2

(3)

(C)]

The student shall be given the option, when feasible, to continue classes and
coursework during the academic term through online participation for the
period of time the student is placed on active duty.

The student shall be given the option of receiving a temporary grade of
"incomplete (IN)" or "absent from the final exam (AB)" for any course that
the student was unable to complete as a result of being placed on State active
duty status; however, the student must complete the course requirements
within the period of time specified by the community college to avoid
receiving a failing grade for the course.

The student shall be permitted to drop, with no penalty, any course that the
student was unable to complete as a result of being placed on State active duty
status."

SECTION 6.5.(b) G.S. 115D-20(4) reads as rewritten:

"(4)
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SECTION 6.5.(c) Article 2 of Chapter 115D of the General Statutes is amended by
adding a new section to read:
"8 115D-21.2. Accreditation.

(a) Definitions. — The following definitions apply in this section:
(1)  Accreditation cycle. — The period of time during which a community college
is accredited.
(2)  Accrediting agency. — An agency or association that accredits institutions of
higher education.
3) Regional accrediting agency. — One of the following accrediting agencies:
Higher Learning Commission.
Middle States Commission on Higher Education.
New England Commission on Higher Education.
Northwest Commission on Colleges and Universities.
Southern Association of Colleges and Schools Commission on
Colleges.
Western  Association of Schools and Colleges Accrediting
Commission for Community and Junior Colleges.

(b)  Prohibit Consecutive Accreditation by an Accrediting Agency. — A community
college shall not receive accreditation by an accrediting agency for consecutive accreditation
cycles except as provided in subsection (c) of this section.

©) Accreditation Transfer Procedure. — A community college that pursues accreditation
with a different accrediting agency in accordance with this section shall pursue accreditation with
a regional accrediting agency. If the community college is not granted candidacy status by any
regional accrediting agency that is different from its current accrediting agency at least three
years prior to the expiration of its current accreditation, the community college may remain with
its current accrediting agency for an additional accreditation cycle.

(d) Certain Programs Exempt. — The requirements of this section do not apply to
professional, departmental, or certificate programs at community colleges that have specific
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accreditation requirements or best practices, as identified by the State Board of Community
Colleges.
(e) Cause of Action. — A community college may bring a civil action, as follows:
(1)  Against any person who makes a false statement to the accrediting agency of
the community college, if all of the following criteria are met:

a. The statement, if true, would mean the community college is out of
compliance with its accreditation standards.

b. The person made the statement with knowledge that the statement was
false or with reckless disregard as to whether it was false.

C. The accrediting agency conducted a review of the community college
as a proximate result of the statement.

d. The review caused the community college to incur costs.

(2) A community college that prevails on a cause of action initiated pursuant to
this subsection shall be entitled to the following:
a. Costs related to the review conducted by the accrediting agency,
including for the following:
1. Additional hours worked by community college personnel.
Contracted services, including outside legal counsel.
Travel, lodging, and food expenses.
4. Fees required by the agency.
Reasonable attorneys' fees.
C. Court costs."
SECTION 6.5.(d) G.S. 115D-21.5 is repealed.
SECTION 6.5.(e) Article 2 of Chapter 115D of the General Statutes is amended by
adding a new section to read:
"8 115D-21.10. Curriculum courses taught throughout year.

Community colleges may teach curriculum courses at any time during the year, including the
summer term. Student membership hours from these courses shall be counted when computing
full-time equivalent students (FTE) for use in budget funding formulas at the State level."

SECTION 6.5.(f) Chapter 115D of the General Statutes is amended by adding a new
Avrticle to read:

2.
3.

"Article 2B.
"High School Programs.

"§ 115D-30.1. Career and College Promise Program.

(a) There is established the Career and College Promise Program to allow pathways for
gualified high school students to take community college courses without the payment of tuition.

(b)  Subject to the approval of the State Board of Community Colleges, local community
colleges may collaborate with public school units and nonpublic schools to offer courses through
the following programs:

(1)  Academic transition pathways for qualified junior and senior high school
students that lead to a career technical education certificate, diploma, or State
or_industry-recognized credential and academic transition pathways for
gualified freshmen and sophomore high school students that lead to a career
technical education certificate or diploma in one of the following:

Industrial and engineering technologies.
Agriculture and natural resources.
Transportation technology.
Construction.

Business technologies.
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(2)  College transfer pathways requiring the successful completion of 30 semester
credit hours of transfer courses, including English and mathematics, for the
following students:

Qualified junior and senior high school students.

Qualified freshmen and sophomore high school students, if all of the

following requirements are met:

1. The student is determined to be academically gifted, have a
demonstrated readiness for the course material, and have the

maturity to justify admission to the community college by (i)

the community college president, (ii) the student's high school

principal or equivalent administrator, and (iii) the academically
gifted coordinator, if one is employed by the high school or
local school administrative unit.

The student participates in academic advising focused on the

implications of being admitted to college early with

representatives from the high school and the community
college.
3. The student's parent or guardian has given consent for the
student to participate.

"8 115D-30.5. Evaluation of Career and College Promise Program.

(a) Evaluation. — In addition to the evaluation of cooperative innovative high schools by
the State Board of Education pursuant to G.S. 115C-238.55, the State Board of Community
Colleges, in conjunction with the State Board of Education and the Board of Governors of The
University of North Carolina, shall evaluate the success of students participating in the Career
and College Promise Program, including the College Transfer pathway and the Career and
Technical Education pathway.

(b) Metrics. — Success shall be measured by high school retention rates, high school
completion rates, high school dropout rates, certification and associate degree completion,
admission to four-year institutions, postgraduation employment in career or study-related fields,
and employer satisfaction of employees who participated in the programs. The evaluation shall
also include an analysis of the cost of students participating in each of the programs within the
Career and College Promise Program, including at least the following:

(1)  Total enrollment funding, the number of budgeted full-time equivalent
students, and the number of students enrolled in courses through cooperative
innovative high schools, the College Transfer pathway, and the Career and
Technical Education pathway.

(2)  The cost and number of waivers of tuition and registration fees provided for
students enrolled in courses through cooperative innovative high schools, the
College Transfer pathway, and the Career and Technical Education pathway.

(3)  Any additional costs of a student attending courses on campus if a student is
not attending public school in a local school administrative unit for the
majority of the student's instructional time.

©) Report. — The Boards shall jointly report by March 15 of each year to the Joint
Legislative Education Oversight Committee, the Senate Appropriations Committee on
Education/Higher Education, the House Appropriations Committee on Education, and the Fiscal
Research Division of the General Assembly. The report shall be combined with the evaluation
of cooperative innovative high schools required by G.S. 115C-238.55, and the Community
Colleges System Office shall be responsible for submitting the combined report.

"8 115D-30.10. Cooperative innovative high schools.
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Subject to the approval of the State Board of Community Colleges, local community colleges
may_collaborate with local school administrative units to offer cooperative innovative high
school programs, as provided by Part 9 of Article 16 of Chapter 115C of the General Statutes.
"8 115D-30.15. Noncredit courses.

Subject to rules adopted by the State Board of Community Colleges, local community
colleges may provide for the following:

€8] During the summer quarter, persons less than 16 years old may be permitted
to take noncredit courses on a self-supporting basis.

(2) High school students may be permitted to take noncredit courses in safe
driving on a self-supporting basis during the academic year or the summer.

3) High school students 16 years and older may be permitted to take noncredit
courses, except adult basic skills.

4) Notwithstanding any other provision of this Article, qualified youth 15 years

and older may be permitted to enroll in courses, including
certification-eligible courses, in fire training pursuant to G.S. 95-25.5(n) and
on a specialized course list approved by the State Board of Community
Colleges in accordance with G.S. 115D-30.1.

"8 115D-30.20. Gateway to College Program.

The purpose of the first semester of the Gateway to College Program is to address additional
support to successfully complete the Program. Students may need to take developmental courses
necessary for the transition to more challenging courses; therefore, the State Board of Community
Colleges shall (i) permit high school students who are enrolled in Gateway to College Programs
to enroll in developmental courses based on an assessment of their individual student needs by a
high school and community college staff team and (ii) include this coursework in computing the
budget FTE for the colleges.

"8 115D-30.25. NC Career Coach Program.

(a) Purpose. — There is established the NC Career Coach Program to place community
college career coaches in high schools to assist students with determining career goals and
identifying community college programs that would enable students to achieve these goals.

(b) Memorandum of Understanding. — The board of trustees of a community college and
a local board of education of a local school administrative unit within the service area of the
community college shall enter into a memorandum of understanding for the placement of career
coaches employed by the board of trustees of the community college in schools within the local
school administrative unit. At a minimum, the memorandum of understanding shall include the
following:

[€0)] Requirement that the community college provides the following:
a. Hiring, training, and supervision of career coaches. The board of
trustees may include a local board of education liaison on the hiring

committee to participate in the decision making regarding hiring for
the coach positions.
Salary, benefits, and all other expenses related to the employment of
the career coach. The coach will be an employee of the board of
trustees and will not be an agent or employee of the local board of
education.
Development of pedagogical materials and technologies needed to
enhance the advising process.
Criminal __background checks required by the local school
administrative unit for employees working directly with students.
Agreement that, while on any school campus, the career coach will
obey all local board of education rules and will be subject to the
authority of the school building administration.

|=
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Requirement that the local school administrative unit provides the following
to career coaches:

a. Access to student records, as needed to carry out the coach's job
responsibilities.

Office space on site appropriate for student advising.

Information technology resources, including, but not limited to,
internet access, telephone, and copying.

Initial school orientation and ongoing integration into the faculty and
staff community.

Promotion of school-wide awareness of coach duties.

Facilitation of the coach's access to individual classes and larger
assemblies for the purposes of awareness building.
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©) Application for NC Career Coach Program Funding. — The board of trustees of a

community college and a local board of education of a local school administrative unit within the

service area of the community college jointly may apply for available funds for NC Career Coach

Program funding from the State Board of Community Colleges. The State Board of Community

Colleges shall establish a process for award of funds as follows:

)

Advisory committee. — Establishment of an advisory committee, which shall
include representatives from the NC Community College System, the
Department of Public Instruction, the Department of Commerce, and at least
three representatives of the business community, to review applications and
make recommendations for funding awards to the State Board.

Application submission requirements. — The State Board of Community
Colleges shall require at least the following:

a. Evidence of a signed memorandum of understanding that meets, at a
minimum, the requirements of this section.
b. Evidence that the funding request will be matched with local funds in

accordance with the following:

Matching funds may come from public or private sources.

The match amount shall be determined based on the

development tier designation of the county in which the local

school administrative unit is located where the career coach is
assigned on the date of the award of funds by the State Board
of Community Colleges according to the following:

1. If located in a tier one county as defined in
G.S. 143B-437.08, no local match shall be required.

11. If located in a tier two county as defined in
G.S. 143B-437.08, one dollar ($1.00) of local funds for
every two dollars ($2.00) in State funds shall be
required.

1l If located in a tier three county as defined in
G.S. 143B-437.08, one dollar ($1.00) of local funds for
every one dollar ($1.00) in State funds shall be
required.

Awards criteria. — The State Board of Community Colleges shall develop

criteria for consideration in determining the award of funds that shall include

[N =

the following:

a. Consideration of the workforce needs of business and industry in the
region.

b. Targeting of resources to enhance ongoing economic activity within

the community college service area and surrounding counties.
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C. Geographic diversity of awards.
(d)  Annual Report. —
(1)  The board of trustees of a community college that employs one or more career
coaches shall report annually to the State Board of Community Colleges on
implementation and outcomes of the Program, including the following

information:

a. Number of career coaches employed.

b. Number of local school administrative units served and names of
schools in which career coaches are placed.

C. Number of students annually counseled by career coaches.

d. Impact of career coaches on student choices, as determined by a valid

measure selected by the State Board of Community Colleges.

(2)  The State Board of Community Colleges shall report annually no later than
October 1 to the Joint Legislative Education Oversight Committee on the
following:

A compilation of the information reported by the board of trustees of

community colleges, as provided in subdivision (1) of this subsection.

Number and names of partnership applicants for NC Career Coach

Program funding.

Number, names, and amounts of those awarded NC Career Coach

Program funding."

SECTION 6.5.(g) G.S.115D-39, 115D-39.1, 115D-40.1, and 115D-40.5 are
codified into Part 2 of Article 3 of Chapter 115D of the General Statutes, which shall be entitled
"Tuition and Fees." The remaining sections of Article 3 of Chapter 115D of the General Statutes
are codified into Part 1 of Article 3 of Chapter 115D of the General Statutes, which shall be
entitled "Funding of Community Colleges."”

SECTION 6.5.(h) Part 2 of Article 3 of Chapter 115D of the General Statutes is
amended by adding new sections to read:

"8 115D-39.2. Pro rata tuition and uniform registration fees.

In order to make instruction as accessible as possible to all citizens, the teaching of curricular
courses and of noncurricular extension courses at convenient locations away from institution
campuses as well as on campuses is authorized and shall be encouraged. A pro rata portion of
the established reqular tuition rate charged a full-time student shall be charged a part-time student
taking any curriculum course. In lieu of any tuition charge, the State Board of Community
Colleges shall establish a uniform registration fee, or a schedule of uniform registration fees, to
be charged students enrolling in extension courses for which instruction is financed primarily
from State funds.

"8 115D-39.5. Tuition waivers.

(@ Allowed Tuition Waivers. — The State Board of Community Colleges shall not waive
tuition and registration fees for any individuals, except the State Board may, as provided by
general and uniform regulations, waive tuition and registration fees for the following:

(1)  Persons not enrolled in elementary or secondary schools taking courses

leading to a high school diploma or equivalent certificate.

(2)  Courses requested by the following entities that support the organizations'

training needs and are on a specialized course list approved by the State Board:

Volunteer fire departments.

Municipal, county, or State fire departments.

Volunteer EMS or rescue and lifesaving departments.

Municipal, county, or State EMS or rescue and lifesaving departments.

&
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e. Law enforcement, fire, or EMS or rescue and lifesaving entities
serving a lake authority that was created by a county board of
commissioners prior to July 1, 2012.

f. Radio Emergency Associated Communications Teams (REACT)
under contract to a county as an emergency response agency.

g. Municipal, county, or State law enforcement agencies.

h. Campus police agencies of private institutions of higher education

certified by the Attorney General pursuant to Chapter 74G of the
General Statutes.

The Division of Prisons of the Department of Adult Correction and the
Division of Juvenile Justice of the Department of Public Safety for the
training of full-time custodial employees and employees of the
Divisions required to be certified under Article 1 of Chapter 17C of
the General Statutes and the rules of the Criminal Justice and Training
Standards Commission.

I The Eastern Band of Cherokee Indians law enforcement, fire, or EMS
or rescue and lifesaving tribal government departments or programs.
The Criminal Justice Standards Division of the Department of Justice
for the training of criminal justice professionals, as defined in
G.S. 17C-20(6), who are required to be certified under (i) Article 1 of
Chapter 17C of the General Statutes and the rules of the North
Carolina_Criminal Justice Education and Training Standards
Commission or (ii) Chapter 17E of the General Statutes and the rules
of the North Carolina Sheriffs' Education and Training Standards
Commission. The waivers provided for in this sub-subdivision apply
to participants and recent graduates of the North Carolina Criminal
Justice Fellows Program to obtain certifications for eligible criminal
justice professions, as defined in G.S. 17C-20(6).

Firefighters, EMS personnel, and rescue and lifesaving personnel whose duty
station is located on a military installation within North Carolina for courses
that support their organizations' training needs and are approved for this
purpose by the State Board.

Trainees enrolled in courses conducted under the Customized Training
Program.

Elementary and secondary school employees enrolled in courses in first aid or
cardiopulmonary resuscitation (CPR).

All courses taken by high school students at community colleges, in
accordance with this section and Article 2B of this Chapter.

Human resources development courses for any individual who (i) is
unemployed, (ii) has received notification of a pending layoff, (iii) is working
and is eligible for the Federal Earned Income Tax Credit (FEITC), or (iv) is
working and earning wages at or below two hundred percent (200%) of the
federal poverty guidelines.

Courses providing employability skKills, job-specific occupational or technical
skills, or developmental education instruction to certain students who are
concurrently enrolled in an eligible community college literacy course, in
accordance with rules adopted by the State Board.

Courses provided to students who are participating in a pre-apprenticeship or
apprenticeship program that meets all of the following criteria:

a. Meets one of the following:

I~
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1. Is a reqistered apprenticeship program recognized by the
United States Department of Labor.

2. Is a pre-apprenticeship program recognized and approved by
the State agency administering the statewide apprenticeship
program.

b. Has a documented plan of study with courses relating to a job-specific

occupational or technical skill.
Requires the participants in the program to be North Carolina high
school students when entering the program.

(b) Faculty and Staff. — The State Board shall not waive tuition and registration fees for
community college faculty or staff members. Community colleges may, however, use State or
local funds to pay tuition and registration fees for one course per semester for full-time
community college faculty or staff members employed for a nine-, 10-, 11-, or 12-month term.
Community colleges may also use State and local funds to pay tuition and registration fees for
professional development courses and for other courses consistent with the academic assistance
program authorized by the State Human Resources Commission.

(c)  Annual Report. — Annually by February 1, the Community Colleges System Office
shall report to the Joint Legislative Education Oversight Committee on the number and type of
waivers granted pursuant to subsection (a) of this section."

SECTION 6.5.(i) G.S. 115D-41 is recodified as G.S. 115D-38.5.
SECTION 6.5.(j) G.S. 115D-43 is recodified as G.S. 115D-38.10.
SECTION 6.5.(k) G.S. 115D-44 is repealed.

SECTION 6.5.() G.S. 20-11(n) reads as rewritten:

"(n)  Driving Eligibility Certificate. — A person who desires to obtain a permit or license
issued under this section must have a high school diploma or its equivalent or must have a driving
eligibility certificate. A driving eligibility certificate must meet the following conditions:

1) The person who is required to sign the certificate under subdivision (4) of this
subsection must show that he or she has determined that one of the following
requirements is met:

a. The person is currently enrolled in school and is making progress
toward obtaining a high school diploma or its equivalent.

b. A substantial hardship would be placed on the person or the person's
family if the person does not receive a certificate.

C. The person cannot make progress toward obtaining a high school

diploma or its equivalent.
(1a) The person who is required to sign the certificate under subdivision (4) of this
subsection also must show that one of the following requirements is met:

a. The person who seeks a permit or license issued under this section is
not subject to subsection (n1) of this section.
b. The person who seeks a permit or license issued under this section is

subject to subsection (nl) of this section and is eligible for the
certificate under that subsection.
2 It must be on a form approved by the Division.
3) It must be dated within 30 days of the date the person applies for a permit or
license issuable under this section.
4) It must be signed by the applicable person named below:

a. The principal, or the principal's designee, of the public school in which
the person is enrolled.
b. The administrator, or the administrator's designee, of the nonpublic

school in which the person is enrolled.
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C. The person who provides the academic instruction in the home school
in which the person is enrolled.

cl. The person who provides the academic instruction in the home in
accordance with an educational program found by a court, prior to July
1, 1998, to comply with the compulsory attendance law.

d. The designee of the board of directors of the charter school in which
the person is enrolled.
e. The president, or the president's designee, of the community college

in which the person is enrolled.

Notwithstanding any other law, the decision concerning whether a driving eligibility
certificate was properly issued or improperly denied shall be appealed only as provided under
the rules adopted in accordance with G.S. 115C-12(28), +15B-5(a3),-115D-10.70, or 115C-566,
whichever is applicable, and may not be appealed under this Chapter."

SECTION 6.5.(m) G.S. 20-13.2(c1) reads as rewritten:

"(cl) Upon receipt of notification from the proper school authority that a person no longer
meets the requirements for a driving eligibility certificate under G.S. 20-11(n), the Division must
expeditiously notify the person that his or her permit or license is revoked effective on the
thirtieth calendar day after the mailing of the revocation notice. The Division must revoke the
permit or license of that person on the thirtieth calendar day after the mailing of the revocation
notice. Notwithstanding subsection (d) of this section, the length of revocation must last for the
following periods:

1) If the revocation is because of ineligibility for a driving eligibility certificate
under G.S.20-11(n)(1), then the revocation shall last until the person's
eighteenth birthday.

2 If the revocation is because of ineligibility for a driving eligibility certificate
under G.S. 20-11(n1), then the revocation shall be for a period of one year.

For a person whose permit or license was revoked due to ineligibility for a driving eligibility
certificate under G.S. 20-11(n)(1), the Division must restore a person's permit or license before
the person's eighteenth birthday, if the person submits to the Division one of the following:

(1) A high school diploma or its equivalent.

(2 A driving eligibility certificate as required under G.S. 20-11(n).

If the Division restores a permit or license that was revoked due to ineligibility for a driving
eligibility certificate under G.S. 20-11(n)(1), any record of revocation or suspension shall be
expunged by the Division from the person's driving record. The Division shall not expunge a
suspension or revocation record if a person has had a prior expunction from the person's driving
record for any reason.

For a person whose permit or license was revoked due to ineligibility for a driving eligibility
certificate under G.S. 20-11(n1), the Division shall restore a person's permit or license before the
end of the revocation period, if the person submits to the Division a driving eligibility certificate
as required under G.S. 20-11(n).

Notwithstanding any other law, the decision concerning whether a driving eligibility
certificate was properly issued or improperly denied shall be appealed only as provided under
the rules adopted in accordance with G.S. 115C-12(28), 315B-5(a3);-115D-10.70, or 115C-566,
whichever is applicable, and may not be appealed under this Chapter."

SECTION 6.5.(n) G.S. 90-631(b) reads as rewritten:

"(b) A massage and bodywork therapy program operated by a North Carolina community
college that is accredited by a regional accrediting agency, as defined in G:S-315D-6-2;
G.S. 115D-21.2, is exempt from the approval process, licensure process, or both, established by
the Board. The college shall certify annually to the Board that the program meets or exceeds the
minimum standards for curriculum, faculty, and learning resources established by the Board.
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Students who complete the program shall qualify for licenses from the Board as if the program
were approved, licensed, or both, by the Board."
SECTION 6.5.(0) G.S. 93A-4(a2) reads as rewritten:

"(a2) A certified real estate education provider shall pay a fee of ten dollars ($10.00) per
licensee to the Commission for each licensee completing a postlicensing education course
conducted by the school, provided that these fees shall not be charged to a community college,
junior college, college, or university located in this State and accredited by a regional accrediting
agency, as defined in G-5-415B-6-2-G.S. 115D-21.2 and G.S. 116-11.4, respectively."

SECTION 6.5.(p) G.S. 93A-38.5(e) reads as rewritten:

"(e) The Commission may establish a nonrefundable course application fee to be charged
to private real estate education providers for the review and approval of a proposed continuing
education course. The fee shall not exceed one hundred twenty-five dollars ($125.00) per course.
The Commission may charge the private real estate education providers of an approved course a
nonrefundable fee not to exceed seventy-five dollars ($75.00) for the annual renewal of course
approval.

A private real estate education provider shall pay a fee of ten dollars ($10.00) per licensee to
the Commission for each licensee completing an approved continuing education course
conducted by the sponsor.

The Commission shall not charge a course application fee, a course renewal fee, or any other
fee for a continuing education course sponsored by a community college, junior college, college,
or university located in this State and accredited by a regional accrediting agency, as defined in
G-S115B-6-2G.S. 115D-21.2 and G.S. 116-11.4, respectively."

SECTION 6.5.(q) G.S. 93E-1-7(b2) reads as rewritten:

"(b2) The Board shall not charge a course application fee, a course renewal fee, or any other
fee for a continuing education course offered by a North Carolina college, university, junior
college, or community or technical college accredited by a regional accrediting agency, as
defined in G-S—415D-6.2-G.S. 115D-21.2 and G.S. 116-11.4, respectively, or an agency of the
federal, State, or local government.”

SECTION 6.5.(r) G.S. 93E-1-8 reads as rewritten:
"§ 93E-1-8. Education program approval and fees.

(b) The Board may by rule set nonrefundable fees chargeable to private real estate
appraisal schools or course sponsors, including appraisal trade organizations, for the approval
and annual renewal of approval of their qualifying courses required by G.S. 93E-1-6(a), or
equivalent courses. The fees shall be one hundred dollars ($100.00) per course for approval and
fifty dollars ($50.00) per course for renewal of approval. No fees shall be charged for the approval
or renewal of approval to conduct appraiser qualifying courses where such courses are offered
by a North Carolina college, university, junior college, or community or technical college
accredited by a regional accrediting agency, as defined in 6:5-2315B-6.2-G.S. 115D-21.2 and
G.S. 116-11.4, respectively, or an agency of the federal, State, or local government.

(d) Nonrefundable fees of one hundred dollars ($100.00) per course may be charged to
schools and course sponsors for the approval to conduct appraiser continuing education courses
and fifty dollars ($50.00) per course for renewal of approval. However, no fees shall be charged
for the approval or renewal of approval to conduct appraiser continuing education courses where
such courses are offered by a North Carolina college, university, junior college, or community
or technical college accredited by a regional accrediting agency, as defined in &:S-115Db-6.2
G.S. 115D-21.2 and G.S. 116-11.4, respectively, or by an agency of the federal, State, or local
government. A nonrefundable fee of fifty dollars ($50.00) per course may be charged to current
or former licensees or certificate holders requesting approval by the Board of a course for
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continuing education credit when approval of such course has not been previously obtained by
the offering school or course sponsor."

SECTION 6.5.(s) G.S. 95-25.5(n) reads as rewritten:

"(n)  Nothing in this section prohibits qualified youths under 18 years of age from
participating in training through their fire department, the Office of State Fire Marshal, or the
North Carolina Community College System. As used in this subsection, the term "qualified youth
under 18 years of age™ means an uncompensated fire department or rescue squad member who
is at least the age of 15 and under the age of 18 and who is a member of a bona fide fire
department, as that term is defined in G.S. 58-86-2(4), or of a rescue squad described in
G.S. 58-86-2(6). A qualified youth under 18 years of age under this subsection may be permitted
to enroll in courses, including certification-eligible courses, in fire training at a community
college on a specialized course list approved by the State Board of Community Colleges pursuant
to G-S—115B-20(4)e.G.S. 115D-30.15(4)."

SECTION 6.5.(t) G.S. 115C-84.3(a)(3) reads as rewritten:

"(3) Institution of higher education courses, as provided in Article 16 of this
Chapter or &:S-115B-20{4)-Article 2B of Chapter 115D of the General
Statutes."

SECTION 6.5.(u) G.S. 115C-238.55 reads as rewritten:

"§ 115C-238.55. Evaluation of cooperative innovative high schools.

The State Board of Education and the governing Boards shall evaluate the success of students
in cooperative innovative high schools approved under this Part. Success shall be measured by
high school retention rates, high school completion rates, high school dropout rates, certification
and associate degree completion, admission to four-year institutions, postgraduation employment
in career or study-related fields, and employer satisfaction of employees who participated in and
graduated from the schools. The Boards shall jointly report by March 15 of each year to the Joint
Legislative Education Oversight Committee, the Senate Appropriations Committee on
Education/Higher Education, the House Appropriations Committee on Education, and the Fiscal
Research Division of the General Assembly on the evaluation of these schools. The report shall
be combined with the evaluation of and analysis of cost of students participating in the Career
and College Promise Program required by &-S—315B-5{(x);-G.S. 115D-30.5, and the Community
Colleges System Office shall be responsible for submitting the combined report."

SECTION 6.5.(v) G.S. 115D-2(2) reads as rewritten:

"(2) The term "community college” is defined as an educational institution
operating under the provisions of this Chapter and dedicated primarily to the
educational needs of the service area which it serves, and may offer any of the
following:

a. The freshmen and sophomore courses of a college of arts and sciences,
authorized by 6:5-315B-4-1;G.S. 115D-10.10.

b. Organized credit curricula for the training of technicians; curricular
courses may carry transfer credit to a senior college or university
where the course is comparable in content and quality and is
appropriate to a chosen course of study:study.

C. Vocational, trade, and technical specialty courses and programs;
andprograms.
d. Courses in general adult education."

SECTION 6.5.(w) G.S. 115D-39(al) reads as rewritten:

"(al) Inaddition, federal law enforcement officers, firefighters, EMS personnel, and rescue
and lifesaving personnel whose permanent duty station is within North Carolina and who do not
otherwise qualify for tuition waivers under &-S—115B-5(b)}{(2a)-G.S. 115D-39.5(a)(3) shall also
be eligible for the State resident community college tuition rate for courses that support their
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organizations' training needs and are approved for this purpose by the State Board of Community
Colleges.”
SECTION 6.5.(x) G.S. 115D-41(a) reads as rewritten:

"(a@) Community college contracts with local school administrative units shall not be used
by these agencies to supplant funding for a public school high school teacher providing courses
offered pursuant to G-S-—115D-20{4)-Article 2B of this Chapter who is already employed by the
local school administrative unit. In no event shall a community college contract with a local
school administrative unit to provide high school level courses."”

SECTION 6.5.(y) Article 6A of Chapter 115D of the General Statutes is repealed.
SECTION 6.5.(z) G.S. 116-201(b)(8) reads as rewritten:
"(8)  "Private institution” means an institution other than a seminary, Bible school,

Bible college or similar religious institution in this State that is not owned or

operated by the State or any agency or political subdivision thereof, or by any

combination thereof, that offers post-high school education and is accredited
by a regional accrediting agency, as defined in 6-S-—315D-6.2G.S. 115D-21.2
and G.S. 116-11.4, or the Transnational Association of Christian Colleges and

Schools, or, in the case of institutions that are not eligible to be considered for

accreditation, accredited in those categories and by those nationally

recognized accrediting agencies that the Authority may designate;"
SECTION 6.5.(aa) G.S. 116-280(3) reads as rewritten:
"(3) Eligible private postsecondary institution. — A school that is any of the
following:

a. A nonprofit postsecondary educational institution with a main
permanent campus located in this State that is not owned or operated
by the State of North Carolina or by an agency or political subdivision
of the State or by any combination thereof that satisfies all of the
following:

1. Is either (i) accredited by a regional accrediting agency, as
defined in 6:5-115B-6-2-G.S. 115D-21.2 and G.S. 116-11.4,
or the Transnational Association of Christian Colleges and
Schools or (ii) was accredited by SACSCOC-the Southern
Association of Colleges and Schools Commission on Colleges
on January 1, 2021, and, beginning January 1, 2021, was a
member of the Transnational Association of Christian Colleges

and Schools.
2. Awards a postsecondary degree as defined in G.S. 116-15.
b. A postsecondary institution owned or operated by a hospital authority

as defined in G.S. 131E-16(14) or school of nursing affiliated with a
nonprofit postsecondary educational institution as defined in
sub-subdivision a. of this subsection."

SECTION 6.5.(bb) G.S. 126-5(c2)(3) reads as rewritten:

"(3)  Employees of community colleges whose salaries are fixed in accordance with
G.S5115Db-5-G.S. 115D-6.1 and G.S. 115D-20 and employees of the
Community Colleges System Office whose salaries are fixed by the State
Board of Community Colleges in accordance with G.S. 115D-3."

SECTION 6.5.(cc) Section 6.9(b) of S.L. 2023-134 reads as rewritten:

"SECTION 6.9.(b) Of the recurring funds appropriated in this act to the Community
Colleges System Office for the 2023-2025 fiscal biennium to support increasing program
offerings for individuals with IDD pursuant to G-S-—115D-44,—as—enacted—bythis—section;
G.S. 115D-10.21, the System Office shall establish at least two statewide positions for program
support, provide professional development training for college advising staff to assist students
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with IDD for career pathway exploration and the identification of credentials leading to
competitive employment, and explore funding sources to sustain programs for students with
IDD."

NCCCS LEARNING MANAGEMENT SYSTEM

SECTION 6.6.(a) The State Board of Community Colleges shall conduct a
competitive solicitation, including a request for information or a request for proposals, to provide
a learning management system to all community colleges. The competitive solicitation shall be
completed by December 31, 2025. Answers to the competitive solicitation shall include
information on how the learning management system would align with the learning management
systems (i) offered by the Department of Public Instruction to local school administrative units
and (i) used by the constituent institutions of The University of North Carolina.

SECTION 6.6.(b) By December 31, 2025, the State Board shall report to the Senate
Appropriations Committee on Education/Higher Education, the House Appropriations
Committee on Education, and the Fiscal Research Division on the information received.

SECTION 6.6.(c) G.S. 143B-1320 reads as rewritten:

"8 143B-1320. Definitions; scope; exemptions.
€)) Definitions. — The following definitions apply in this Article:
1) CGIA. — Center for Geographic Information and Analysis.

(17) State agency or agency. — Any agency, department, institution, commission,
committee, board, division, bureau, office, unit, officer, or official of the State.
The term does not include the legislative or judicial branches of geverament
government, the Community Colleges System Office, or The University of
North Carolina.

(b) Exemptions. — Except as otherwise specifically provided by law, the provisions of
this Chapter do not apply to the following entities: the General Assembly, the Judicial
Department, the Community Colleges System Office, and The University of North Carolina and
its constituent institutions. These entities may elect to participate in the information technology
programs, services, or contracts offered by the Department, including information technology
procurement, in accordance with the statutes, policies, and rules of the Department. The election
must be made in writing, as follows:

1) For the General Assembly, by the Legislative Services Commission.

(2 For the Judicial Department, by the Chief Justice.

(2a) For the Community Colleges System Office, by the State Board of
Community Colleges.

3) For The University of North Carolina, by the Board of Governors.

4 For the constituent institutions of The University of North Carolina, by the
respective boards of trustees.

FISCAL RESPONSIBILITY AND COMMUNITY COLLEGE TECH PLANNING
SECTION 6.7. Chapter 115D of the General Statutes is amended by adding a new

section to read:

"8 115D-9.40. Evaluation of technology costs.

The State Board of Community Colleges shall adopt a policy that requires all community

colleges to evaluate the following when acquiring technology, computer hardware, and software:

(1)  The long-term cost of ownership, including costs of repairing the technology,
computer hardware, or software.
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(2)  Any flexibility for innovation during the life of the technology, computer
hardware, or software.

(3)  Any anticipated resale or salvage value at the end of the target life cycle for
the technology, computer hardware, or software based on the average resale
or salvage value of similar technology, computer hardware, or software as a
percentage of the initial cost of purchase."

COMMUNITY COLLEGE SEAMLESS SKILLS INITIATIVE

SECTION 6.8.(a) Initiative Established; Purpose. — There is established the
Community College Seamless Skills Initiative (Initiative). The purpose of the Initiative is to
create a competency-based education (CBE) model that seamlessly connects high school and
community college. By aligning learning experiences from high school with college-level
competencies, the Initiative enables students to explore career pathways, earn dual credit, and
fulfill computer science requirements while gaining credentials of value in high-demand
technology employment sectors through college credit.

SECTION 6.8.(b) Initiative Participants. — Fayetteville Technical Community
College (FTCC) and Wilkes Community College (WCC) shall partner to implement the duties
of the Initiative.

SECTION 6.8.(c) Project Commitments. — The Project shall commit to
accomplishing each of the following:

1) Establish high-tech pathways that will integrate high school and community

college curricula for hands-on, project-based learning.

2 Develop competency-based pathways that will create cross-curricular maps
for dual credit, fostering seamless transitions between secondary and
postsecondary education.

3) Scale and replicate to be able to build a scalable framework for rapid
implementation across North Carolina.

4) Empower student ownership by enabling students to set long-term learning
goals and to manage and own their credentials with a digital wallet.

(5) Facilitate student work experiences to accelerate learning and transition
students into work through "learn & earn™ work-based learning in partnership
with public agencies and private employers.

(6) Address workforce needs by developing and sustaining a comprehensive
talent pipeline of skilled workers for high-demand technology fields in
occupations that depend upon informational technology and operational
technology for operational success.

(7 Develop statewide resources, including a guidebook to facilitate model
replication and a new talent development model to accelerate learning using
CBE.

SECTION 6.8.(d) Digital Wallet. — The participants in the Initiative shall contract
with a third-party entity to create a secure, interoperable digital wallet platform capable of
issuing, storing, verifying, and sharing learner credentials, including microcredentials,
certifications, transcripts, and verified skill records. The platform shall allow for credential
portability across educational institutions and employers, support open standards for
interoperability, and ensure privacy and security in compliance with applicable laws. The system
shall enable learners to manage a comprehensive, lifelong record of achievement that is
accessible, verifiable, and shareable with third parties through digital means. All credential and
learner data shall be owned and controlled by the student and shall not be stored in centralized
cloud infrastructure.

SECTION 6.8.(e) Support. — The Community Colleges System Office shall provide
ongoing technical support to community colleges participating in the Initiative. FTCC shall enter
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into a memorandum of understanding with WCC to jointly co-design the Program. As part of
this effort, the colleges shall engage an organization with demonstrated expertise in designing
and implementing learner-centered, modular, and competency-based high school programs
aligned with emerging and high-tech career pathways. The selected organization shall have a
history of co-designing stackable credentials with local education agencies and postsecondary
institutions and a proven track record of building digital infrastructure that supports
student-paced progression, interdisciplinary instruction, and authentic skill development. The
organization shall assist in the development of a comprehensive framework for the Program,
including course design, sequencing, credentialing structure, and related elements necessary to
support personalized student progression during the 2025-2026 school year.

SECTION 6.8.(f) Of the funds appropriated from the General Fund to the
Community Colleges System Office for the purposes in this section, the sum of two million seven
hundred fifty thousand dollars ($2,750,000) shall be allocated to FTCC and the sum of one
million dollars ($1,000,000) shall be allocated to WCC. Funds allocated for the purposes outlined
in this section shall not revert but shall remain available until the end of the 2028-2029 fiscal
year.

HIGH-COST WORKFORCE PROGRAMS START-UP FUNDS

SECTION 6.9.(a) Establishment of the Fund. — Of the funds appropriated to the
Community Colleges System Office (System Office) by this act for the 2025-2027 fiscal
biennium, the System Office shall establish the Fund for High-Cost Workforce Programs (Fund).
Any unexpended funds remaining in the Fund at the end of the fiscal year shall not revert to the
General Fund but shall remain available for the purposes set forth in this section. The Fund shall
be used to assist community colleges in starting new programs in high-demand career fields that
require significant start-up funds. Only programs offered at community colleges aligned with
high salary and high demand workforce sectors shall be eligible for the award of funds.

SECTION 6.9.(b) Applications. — The System Office shall establish an application
process for community colleges to apply for awards from the Fund no later than the beginning of
each year of the 2025-2027 fiscal biennium. To be eligible to receive funds, colleges shall submit
to the System Office a completed application, which shall include at least the following
information:

1) A description of the proposed new program requiring start-up funds.

(2 Documentation of industry demand for the program or documentation of
future local, regional, or statewide employment needs that will be met by the
program.

3) Total cash cost to start the program and maintain the program over two fiscal
years.

4) A plan for the fiscal sustainability of the new program.

SECTION 6.9.(c) Limitation on the Use of Funds. — A community college may only
apply for the award of funds to support one new program in each fiscal year. Funds shall remain
available to the community college for a period of two fiscal years.

SECTION 6.9.(d) Matching Funds. — A community college shall be required to
match a percentage of the total cash cost of the program with non-State funds based on a college's
total full-time equivalents (FTE) according to the following:

Q) Community colleges with a total FTE of greater than 6,500 shall be required

to match fifteen percent (15%) of the cost.

2 Community colleges with a total FTE between 2,500 and 6,500 shall be
required to match ten percent (10%) of the cost.

3 Community colleges with a total FTE below 2,500 shall be required to match
five percent (5%) of the cost.
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SECTION 6.9.(e) Administration. — The System Office may adopt any regulations,
policies, or procedures regarding the application process, use of funds, eligibility requirements,
and any other rules necessary related to the administration of the Fund. The System Office may
use up to one hundred thousand dollars ($100,000) each fiscal year for administrative costs for
establishing and implementing the program.

SECTION 6.9.(f) Report. — The System Office shall submit an initial report to the
Joint Legislative Education Oversight Committee by December 1, 2026, and an annual report
thereafter for each year the System Office provides funds to community colleges from the Fund
on the programs receiving the funds, which shall include at least the following information:

1) The community colleges that received funds, the amount of funds, and the

types of programs started.

2 The use of funds by community colleges receiving awards, including costs
associated with student instruction, faculty salaries, instructional supplies,
related instructional equipment, and accreditation costs.

3) Evaluation of the success of the new community college programs receiving
funds.

PART VII. PUBLIC INSTRUCTION

REPEAL TEACHNC INITIATIVE
SECTION 7.1. Section 7.20 of S.L. 2021-180 is repealed.

REPEAL LEARNING.COM FUNDING

SECTION 7.2.(a) Subsection (c) of Section 7.23K of S.L. 2017-57, as amended by
Section 7.7 of S.L. 2018-5 and Section 7.17 of S.L. 2023-134, is repealed.

SECTION 7.2.(b) Section 2 of S.L. 2020-49 is repealed.

SECTION 7.2.(c) Section 7.83 of S.L. 2021-180 is repealed.

REPEAL PLASMA GAMES PROGRAM
SECTION 7.3. Section 7.69 of S.L. 2023-134, as amended by Section 2.8F of S.L.
2024-1, is repealed.

REPEAL REQUIREMENT FOR CONTRACT WITH COLLEGE BOARD FOR
ADVANCED PLACEMENT PROFESSIONAL DEVELOPMENT
SECTION 7.4.(a) Subsections (f) and (g) of G.S. 115C-174.26 are repealed.
SECTION 7.4.(b) Subsection (h) of G.S. 115C-174.26 reads as rewritten:
"(h)  The State Board of Education shall report annually by December 15 to the Joint
Legislative Education Oversight Committee on advanced courses in North Carolina. The report
shall include, at a minimum, the following information:

2 Number of students enrolled in advanced courses and participating in
advanced course examinations, including demographic information by
gender, race, and free and reduced-price lunch status.

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

4) Number of students participating in 10th grade PSAT/NMSQT testing.
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(6) Distribution of funding appropriated for advanced course testing fees and
professional development by local school administrative unit and school

h

(8) Other trends in advanced courses and examlnatlons."

REPEAL BEGINNINGS REPORT
SECTION 7.5. Subsection (b) of Section 7.28 of S.L. 2023-134 is repealed.

REPEAL SCHOOLS THAT LEAD PROGRAM
SECTION 7.6. Section 7.11 of S.L. 2021-180 is repealed.

MODIFY ELIGIBILITY TO RECEIVE AP, IB, AND AICE TEST FEES
SECTION 7.7. G.S. 115C-174.26(a) reads as rewritten:

"(a) Itis the intent of the State to enhance accessibility and encourage students to enroll
in and successfully complete more rigorous advanced courses to enable success in postsecondary
education for all students. For the purposes of this section, an advanced course is an Advanced
Placement course, an International Baccalaureate Diploma Programme course, or a Cambridge
Advanced International Certificate of Education (AICE) course, including an AS-Level or
A-Level course. To attain this goal, to the extent funds are made available for this purpose,
economically disadvantaged students enrolled in public schools shall be exempt from paying any
fees for administration of examinations for advanced courses and registration fees for advanced
courses in which the student is enrolled regardless of the score the student achieves on an
examination. A student receiving instruction through a home school, as provided by Part 3 of
Avrticle 39 of this Chapter, shall be eligible to participate in administration of examinations for
advanced courses as provided in G.S. 115C-565.1."

STREAMLINE LIMITED ENGLISH PROFICIENT ALLOTMENT

SECTION 7.8.(a) The title of Article 32F of Chapter 115C of the General Statutes
reads as rewritten:

"Supplemental School Funding-Funding and Other Allotments."

SECTION 7.8.(b) Article 32F of Chapter 115C of the General Statutes is amended
by adding a new section to read:

"8 115C-472.30. Limited English proficient allotment.

To the extent funds are made available for this purpose, the State Board of Education shall
allocate funds to local school administrative units, charter schools, regional schools, and
laboratory schools operated under Article 29A of Chapter 116 of the General Statutes to provide
services to students with limited English proficiency. The State Board shall allocate these funds
under a formula that takes into account the average number of students in the units, charters,
regional schools, or laboratory schools over the past three years who have limited English
proficiency. Local school administrative units shall use funds allocated to them to pay for
classroom teachers, teacher assistants, tutors, textbooks, classroom materials/instructional
supplies/equipment, transportation costs, and professional development of teachers for students
with limited English proficiency. A county in which a local school administrative unit receives
funds under this section shall use the funds to supplement local current expense funds and shall
not supplant local current expense funds."

SECTION 7.8.(c) When making adjustments to allocations to local school
administrative units from the limited English proficient allotment for the 2025-2026 fiscal year,
no local school administrative unit with an average daily membership of 20,000 or fewer students
for the 2025-2026 school year shall receive a negative adjustment in excess of fifty thousand
dollars ($50,000) when compared to the allocation received during the 2024-2025 fiscal year
from that allotment.
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REPEAL TEXTBOOK COMMISSION
SECTION 7.9.(a) G.S.115C-86 through G.S.115C-95 and G.S. 115C-97 are
repealed.
SECTION 7.9.(b) Part 3 of Article 8 of Chapter 115C of the General Statutes reads
as rewritten:
"Part 3. Fextboeeks:Instructional Materials.

"§ 115C-85. Ie*tbeeielnstructlonal materlal needs are determlned by course of study

As used in this part, “textbeek™"instructional materials” means systematically organized
material comprehensive enough to cover the primary objectives outlined in the standard course
of study for a grade or course. Formats for textbeeks-instructional materials may be print or
nonprint, including hardbound books, softbound books, activity-oriented programs, classroom

kits, and techneology-based—programs—digital resources that require the use of electronic

equment in order to be used in the Iearnlng process.

"§ 115C-96. Powers and duties of the State Board of Education in regard to
textbooks:instructional materials.

(a) The children of the public elementary and secondary schools of the State shall be
provided with free basic textbeoks-instructional materials within the appropriation of the General
Assembly for that purpose. To implement this directive, the State Board of Education shall
evaluate annually the amount of money necessary to provide textbeeks-instructional materials
based on the actual cost and availability of textbeeks-the instructional materials and shall request
sufficient appropriations from the General Assembly.

(b)  The State Board of Education shall administer a fund and establish-adopt rules and

3)  Prowide-for the free use, with proper care and return, of elementary and
secondary basic textbeeks—-instructional materials. The title of said-beeks-the
instructional materials shall be vested in the State.

materials.
@ Local boards of education shall adopt rules-policies not inconsistent with the pelicies

rules of the State Board of Education concerning the local eperation—ef—the—textbook

program:selection and procurement of instructional materials.

(b) Local boards of education shall adopt written policies concerning the procedures to
be followed in their local school administrative units for the selection and procurement of
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supplementary and |nstruct|onal matenals needed for |nstruct|onal purposes in the publlc schools
of their units.

Local boards of education shall have sole authority to select and procure supplementary and
instructional materials, including library books and media, whether or not the materials contain

commercial advertising, to determine if the materials are related to and within the limits of the
prescribed curriculum, and to determlne when the materials may be presented to students during
the school day. M

Supplementary boeks-and-etherinstructional-materials shall neither displace nor be used to
the exclusion of basic textbeeks:instructional materials.

All textbook-instructional material contracts made under this subsection shall include a clause

granting to the local board of education the license to produce braille, large print, and
audiocassette tape-tape, and other accessible copies of the-textbeeks-instructional materials for
use in the local school administrative unit.

"8 115C-98.5. Challenges to supplementary and instructional materials.
(a) Local boards of education shall establish a community media advisory committee to
investigate and evaluate challenges to supplementary and instructional materials.
(b)  Ataminimum, the committee shall include the following:
(1) A principal from a high school, middle school, and elementary school,

respectively.
(2) A teacher from a high school, middle school, and elementary school,

respectively.
(3) A parent of a student in high school or middle school and a parent of a student
in elementary school.
(4) A school library media coordinator from a high school, middle school, and
elementary school, respectively.
©) Challenges to instructional and supplemental materials shall be made in writing and
submitted to the local board of education. The challenge shall specify that the material being
challenged is one or more of the following:
(1)  Obscene.
2 Inappropriate to the age, maturity, or grade level of the students.
3) Not aligned with the standard course of study.

S257-CSNExfap-3 [v.7] Senate Bill 257 Page 73



O©ooO~NOoO ol WwWN -

General Assembly Of North Carolina Session 2025

(d)  The local board of education and the media advisory committee shall only investigate
and evaluate challenges submitted by a parent of a student enrolled in a school governed by the
board, a teacher employed by the board, or a resident of the area of assignment for the board.

(e) Within two weeks of the filing of the challenge, the media advisory committee shall
hold a hearing and provide the challengers an opportunity to present their concerns to the
committee. The committee may, in the committee's discretion, request additional information on
the subject matter at the hearing from experts employed by the local school administrative unit.
Within two weeks of the hearing, the committee shall make a recommendation to the local board
of education on whether the challenge has merit and whether the challenged material should be
retained or removed as unfit material. The committee's determination shall be limited to
considerations of whether the material is unfit on the specific grounds of the material being (i)
obscene, (ii) inappropriate to the age, maturity, or grade level of the students, or (iii) not aligned
with the standard course of study.

(f) At the next meeting of the local board of education after the media advisory
committee's recommendation is received, the local board shall determine whether the challenge
has merit and whether the challenged material should be retained or removed as unfit material.

(@)  The local board, at all times, has sole authority and discretion to determine whether a
challenge has merit and whether challenged material should be retained or removed. The decision
of the board is not appealable.

"§ 115C-99. Legal custodians of textbeeks-instructional materials furnished by State.

Local boards of education are the custodians of all textbeeks—instructional materials
purchased by the local boards with State funds. They shall provide adequate and safe storage
facilities for the proper care of these-textboeks-the instructional materials and emphasize to all
students the necessity for proper care of textbeeks-instructional materials.

"§ 115C-100. Rental fees for textbeoks-instructional materials prohibited; damage fees
authorized.

No local board of education may charge any pupil a rental fee for the use of textbeeks:
instructional materials. A pupil's parents or legal guardians may be charged damage fees for
abuse or loss of textbeeks-instructional materials under rules adopted by the State Board of
Education. All money collected from the sale of textbeeks-instructional materials purchased with
State funds under the provisions of this Part shall be paid annually as collected to the State Board
of Education.

"§ 115C-101. Duties and authority of superintendents of local school administrative units.

The superintendent of each local school administrative unit, as an official agent of the State
Board of Education, shall administer the provisions of this Part and the rules and regulations of
the Board insofar as they apply to his-the local school administrative unit. The superintendent of
each local school administrative unit shall have authority to require the cooperation of principals
and teachers so that the children may receive the best possible service, and so that all the beeks
instructional materials and moneys may be accounted for properly. If any principal or teacher
fails to comply with the provisions of this section, his-the superintendent shall withhold his-the
salary vouchers of the principal until the duties imposed by this section have been performed.

If any superintendent fails to comply with the provisions of this section, the State
Superintendent, as secretary to the State Board of Education, shall notify the State Board of
Education and the State Treasurer. The State Board and the State Superintendent shall withhold
the superintendent's salary vouchers, and the State Treasurer shall make no payment until the
State Superintendent retifies-him-confirms that the provisions of this section have been complied
with.

"§ 115C-102. Right to purchase; disposal of textbeeks-and-instructional materials.

@ Any parent, guardian, or person in loco parentis may purchase any instructional

material needed for any child in the public schools of the State from the board of education of
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the local school administrative unit in which the child is enreHed—or—in-the—case—of basic
textbooks, from the State Board of Education.enrolled.

(b) Notwithstanding Article 3A of Chapter 143 of the General Statutes, G.S. 143-49(4),
or any other provision of law, the State Board of Education may adopt rules authorizing local
boards of education to dispose of discontinued instructional material—including-State-adopted
textboeks-material."

SECTION 7.9.(c) G.S. 115C-11(d) reads as rewritten:

"(d) Voting. — No voting by proxy shall be permitted. Exeeptin—voting—on—textbook
adoptions—a-A majority of those present and voting shall be necessary to carry a motion and a
roll call vote shall be had on each motion. A record of all such votes shall be kept in the minute
book."

SECTION 7.9.(d) G.S. 115C-11(e) is repealed.
SECTION 7.9.(e) G.S. 115C-12(9)b. is repealed.
SECTION 7.9.(f) G.S. 115C-12(18)d. reads as rewritten:

"d. The State Board of Education shall modify the Uniform Education
Reporting System to provide clear, accurate, and standard information
on the use of funds at the unit and school level. The plan shall provide
information that will enable the General Assembly to determine State,
local, and federal expenditures for personnel at the unit and school
level. The plan also shall allow the tracking of expenditures for
textboeoks,—instructional materials, educational supplies and
equipment, capital outlay, at-risk students, and other purposes.”

SECTION 7.9.(g) G.S. 115C-47 reads as rewritten:
"§ 115C-47. Powers and duties generally.

In addition to the powers and duties designated in G.S. 115C-36, local boards of education

shall have the power or duty:

(6) To Regulate Fees, Charges and Solicitations. — Local boards of education shall
adopt rules and regulations governing solicitations of, sales to, and
fund-raising activities conducted by, the students and faculty members in
schools under their jurisdiction, and no fees, charges, or costs shall be
collected from students and school personnel without approval of the board of
education as recorded in the minutes of said—the board; provided, this
subdivision shall not apply to such textbeeks-instructional material fees as are
determined and established by the State Board of Education. The local board
of education shall publish a schedule of fees, charges, and solicitations
approved by the local board on the local school administrative unit's Web site
by October 15 of each school year and, if the schedule is subsequently revised,
within 30 days following the revision.

(33) To Approve and Use Supplemental Materials. — Local boards of education
shall have sole authority to select and procure supplementary instructional
materials, whether or not the materials contain commercial advertising,
pursuant to the provisions of G.S. 115C-98(b).

(33a) To Approve and Use Fextbooks-Not-Adeopted-by-State-Board-of Education-

Instructional Materials. — Local boards of education shall have the authority

to select, procure, and use textbeoks—hot-adepted—bythe StateBoard—of
Edueatioh———instructional materials as provided in

G-S115C-98(b1).G.S. 115C-98.

SECTION 7.9.(h) G.S. 115C-76.55 reads as rewritten:
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"8 115C-76.55. Age-appropriate instruction for grades kindergarten through fourth grade.
Instruction on gender identity, sexual activity, or sexuality shall not be included in the

curriculum provided in grades kindergarten through fourth grade, regardless of whether the
information is provided by school personnel or third parties. For the purposes of this section,
curriculum includes the standard course of study and support materials, locally developed
curriculum, supplemental instruction, and textbeeks-and-other supplementary materials, but does
not include responses to student-initiated questions.”

SECTION 7.9.(1) G.S. 115C-81.5(b)(3) is repealed.

SECTION 7.9.(j) G.S. 115C-81.25(b)(3) is repealed.

SECTION 7.9.(k) G.S. 115C-81.25(d) reads as rewritten:

"(d) Parental Review. — The State Board of Education shall make available to all local
school administrative units for review by the parents and legal guardians of students enrolled at
those units any State-developed objectives for instruction, any-approved-textboeks—the list of
reviewed materials, and any other State-developed or approved materials that pertain to or are
intended to impart information or promote discussion or understanding in regard to the
prevention of sexually transmitted diseases, including HIV/AIDS, to the avoidance of
out-of-wedlock pregnancy, or to the reproductive health and safety education curriculum. The
review period shall extend for at least 60 days before use."

SECTION 7.9.() G.S. 115C-105.25(b)(12) reads as rewritten:

"(12) Funds allotted for textbeoks-and-digitalresourees-instructional materials may
only be used ferthe-purchase-of-textbooks-and-digitalreseurces—to acquire

instructional and supplemental materials as identified in Part 3 of Article 8 of
this Chapter and to acquire software necessary for the use of the instructional
or supplemental materials. These funds shall not be transferred out of the
allotment for any other purpose.”

SECTION 7.9.(m) G.S. 115C-242(3) reads as rewritten:

"(3) The board of education of any local school administrative unit may operate
the school buses of such unit one day prior to the opening of the regular school
term for the transportation of pupils and employees to and from the school to
which such pupils are assigned or in which they are enrolled and such
employees are employed, for the purposes of the registration of students, the
organization of classes, the distribution of textbeeks-instructional materials,
and such other purposes as will, in the opinion of the superintendent of the
schools of such unit, promote the efficient organization and operation of such
public schools."

SECTION 7.9.(n) G.S. 115C-271(d)(2) reads as rewritten:

"(2) Local funds appropriated for teachers, textboeks—instructional materials, or
classroom materials, supplies, and equipment are not transferred or used for
this purpose.”

SECTION 7.9.(0) G.S. 115C-384(c) reads as rewritten:

"(c) Rental Fees for Fextboeks—Instructional Materials Prohibited; Damage Fees
Authorized. — No rental fees are permitted for the use of textbooks, but damage fees may be
collected pursuant to the provisions of G.S. 115C-100."

SECTION 7.9.(p) G.S. 115C-390.2(1)(1) reads as rewritten:

"(1) The opportunity to take textbeoks-instructional materials and school-furnished
digital devices home for the duration of the absence.”

SECTION 7.9.(q) G.S. 115C-390.5(c)(1) reads as rewritten:

"(1) The opportunity to take textbeeks—instructional materials home for the
duration of the suspension."

SECTION 7.9.(r) G.S. 115C-398 reads as rewritten:

"§ 115C-398. Damage to school buildings, furnishings, textbeeks:.instructional materials.
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Students and their parents or legal guardians may be liable for damage to school buildings,
furnishings and textbeeks-instructional materials pursuant to the provisions of G.S. 115C-523,
115C-100 and 14-132."

SECTION 7.9.(s) G.S. 143A-48 is repealed.

SECTION 7.9.(t) No further funds shall be allocated into the State Textbook fund.
The Department of Public Instruction, in coordination with the Office of State Budget and
Management, shall ensure that the fund is dissolved once all funds are expended.

SECTION 7.9.(u) Effective July 1, 2025, there is established the Instructional
Materials funding allotment within the State Public School Fund. The State Board of Education
shall establish the purposes for which the funds within the Instructional Materials funding
allotment may be used for the purchase and maintenance of instructional and supplemental
materials as identified in Part 3 of Article 8 of Chapter 115C of the General Statutes. Funds
allocated to the Instructional Materials funding allotment in fiscal years 2025-2026, 2026-2027,
and 2027-2028 shall not revert to the General Fund at the end of the fiscal year but shall remain
available until expended.

SECTION 7.9.(v) This section becomes effective July 1, 2025, and applies
beginning with the 2025-2026 school year.

STABILIZATION OF LOW-WEALTH ALLOTMENT

SECTION 7.10. The Department of Public Instruction shall examine the formula for
the supplemental funding in low-wealth counties allotment and develop a new funding model for
that allotment. The new model shall prioritize counties receiving more predictable allotments
year to year to avoid large differentials between consecutive school years. The model developed
pursuant to this section shall allocate no more than the funds allocated for low-wealth
supplemental funding in the 2025-2026 school year. The Department shall propose technical
adjustments for low-wealth supplemental funding to the State Board of Education for approval
before submitting the model to the Fiscal Research Division no later than February 15, 2026. The
technical adjustments shall include a list of any laws that would need to be adjusted or repealed
to allow for the new funding model to be implemented as well as a comparison of funding
received under the old model and the recommended new model, sorted by county.

TECHNICAL ADJUSTMENT TO ADMINISTRATIVE LICENSURE REQUIREMENTS
SECTION 7.11.(a) G.S. 115C-270.20(b) reads as rewritten:

"(b)  Administrator Licenses. — The State Board shall establish rules for the issuance of the
following classes of administrator licenses, including required levels of preparation for each
classification:

1) Administrator license. — A five-year renewable license issued to an individual
who meets all of the following requirements:

a. Holds a bachelor's degree.

b. Has successfully completed an approved administrator preparation
program.

C. Has at least four years of experience as a licensed professional
educator.

d. Has—For individuals seeking a principal license, has submitted a

portfolio to the State Board for approval that meets criteria adopted by
the State Board.

"

SECTION 7.11.(b) This section is effective when it becomes law and applies to
applicants for licensure on or after that date.

VARIOUS EDUCATION REPORT CHANGES
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SECTION 7.12.(a) G.S.115C-12(25) is recodified as G.S. 115C-21(a)(10) and

reads as rewritten:

"(10) Duty to Report to Joint Legislative Education Oversight Committee. — Upon
the request of the Joint Legislative Education Oversight Committee, the State
Beard-Superintendent of Public Instruction shall examine and evaluate issues,
programs, policies, and fiscal information, and shall make reports to that
Committee. Furthermore, by Nevember15-March 15 of each year, the State
Beard—Superintendent of Public Instruction shall submit reports to that
Committee regarding schools identified as low-performing, school
improvement plans found to significantly improve student performance,
personnel actions taken in low-performing schools, and recommendations for
additional legislation to improve student performance and increase local
flexibility."

SECTION 7.12.(b) Subdivision (4) of subsection (d) of G.S. 115C-81.45 is repealed.

SECTION 7.12.(c) Subsection (b) of Section 7.17 of S.L. 2018-5 is repealed.

SECTION 7.12.(d) Subsection (d) of Section 7.32 of S.L. 2017-57 is repealed.

SECTION 7.12.(e) G.S. 115C-12(48) reads as rewritten:

"(48) Computer Science Reporting. — The State Board of Education shall report
annually by Nevember—15-March 15 to the Joint Legislative Education
Oversight Committee, the Senate Appropriations Committee on
Education/Higher Education, and the House Appropriations Committee on
Education on the following data related to computer science participation. For
each item, the report shall include (i) statewide data for the current school
year, and the four years prior when data is available, to establish trends in
computer science instruction and (ii) data for the current school year for each
public school unit, disaggregated by school within that unit:

SECTION 7.12.(f) G.S. 115C-316.2 is repealed.

SECTION 7.12.(g) G.S. 115C-316.5(a) reads as rewritten:

"(a)  For the purposes of this section, the term "school health personnel” refers to the-same
positions-listed-n-G-S—115C-316-2(a)-school psychologists, school counselors, school nurses,
and school social workers."

SECTION 7.12.(h) G.S. 115C-299.5 reads as rewritten:

"§ 115C-299.5. Duty to monitor the-state-of the-teaching-profession-teacher attrition and
mobility.

(b) State-of the TFeaching-Profession-Teacher Attrition and Mobility Report. — The State

Board of Education shall monitor and compile an annual report to be submitted by the
Department of Public Instruction by Deeember-15-February 15 annually on the state—ef-the
attrition and mobility of teachers in the teaching profession in North Carolina that includes data
on the decisions of teachers to leave the teaching profession and vacancies in teaching positions
as provided in subsections (c) and (e) of this section. The State Board shall adopt standard
procedures for each local board of education to use in requesting information required by this
report and shall require each local board of education to report the information to the State Board
in a standard format adopted by the State Board."
SECTION 7.12.(i) G.S.115C-12(22), as amended by S.L. 2023-134, reads as
rewritten:
"(22) Duty to Monitor the State-of-theFeaching-Attrition and Mobility of Teachers
and the State of the School Administration Prefessions-Profession in North
Carolina. — The State Board of Education shall monitor and compile an annual
report on the state-of-the-teaching-attrition and mobility of teachers and the
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state of the school administration prefessiens-profession in North Carolina, as
provided in G.S. 115C-289.2 and G.S. 115C-299.5."
SECTION 7.12.(j) G.S. 115C-289.2(d) reads as rewritten:

"(d)  Report Consolidation. — The report required by this section shall be consolidated with
the report-on-the-State-of the Teaching-Profession-Teacher Attrition and Mobility Report required
by G.S. 115C-299.5."

SECTION 7.12.(k) G.S. 115C-269.50 reads as rewritten:
"§ 115C-269.50. EPP report cards.

The State Board shall create an annual report card for each EPP that, at a minimum,
summarizes the information collected in the annual performance reports, as set forth in
G.S. 115C-269.35(b). The report cards shall provide user-friendly access to the public, and shall
provide the ability to easily compare annual report card information between EPPs, including
performance and other data reported by each EPP, as provided in G.S. 115C-269.35(b). The State
Board shall make the report cards available to the public through the State Board's Internet Web
site-website on an annual basis beginning Deecember—15—2019—February 15, 2026, and the
Department of Public Instruction shall submit the report to the Joint Legislative Education
Oversight Committee annually by that date.”

SECTION 7.12.(l) Subsection (b) of Section 8.30 of S.L. 2015-241, as amended by
Section 3.1(b) of S.L. 2019-165, is repealed.
SECTION 7.12.(m) G.S. 115C-450(d) reads as rewritten:

"(d) No later than May-15-2022-and-every-six-months-thereafter—February 15 of each
year, the Department of Public Instruction shall report all the following information to the Joint
Legislative Education Oversight Committee, the Senate Appropriations Committee on
Education/Higher Education, the House Appropriations Committee on Education, and the Fiscal
Research Division:

SECTION 7.12.(n) G.S. 115C-218.42(e) reads as rewritten:

"(e)  Reporting. — No later than Mareh-August 15 of each year in which funds are awarded
under the Program, the Department shall report to the Joint Legislative Education Oversight
Committee, the Joint Legislative Transportation Oversight Committee, the Senate
Appropriations/Base Budget Committee, the House Committee on Appropriations, and the Fiscal
Research Division on the administration of the Program, including at least the following
information:

SECTION 7.12.(0) G.S. 115C-218.110(b) reads as rewritten:

"(b)  The State Board of Education shall review and evaluate the educational effectiveness
of the charter schools authorized under this Article and the effect of charter schools on the public
schools in the local school administrative unit in which the charter schools are located. The Board
shall report annually no later than Jure-August 15 to the Joint Legislative Education Oversight
Committee on the following:

SECTION 7.12.(p) G.S. 115C-107.5 reads as rewritten:
"§ 115C-107.5. Annual reports.

The State Board shall repert-send a copy of the annual report submitted as part of the State
Performance Plan and Annual Performance Report that is submitted to the United States
Department of Education and United States Office of Special Education Programs no later than
October 15 of each year to the Joint Legislative Education Oversight Committee on the
implementation of this Article and the educational performance of children with disabilities. The

report may be filed electronlcally Eaeh&nnuakrepeﬁ—sha#mel&de%heieﬂe\wm
&

pabl%danﬂg—the—year—' i :
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SECTION 7.12.(q) G.S. 115C-107.3 reads as rewritten:
"§ 115C-107.3. Child find.

@ The Board shall require an annual census of all children with disabilities residing in
the State, subdivided for "identified" and "suspected” children with disabilities, to be taken in
each school year. Suspected children are those in the formal process of being evaluated or
identified as children with disabilities. The census shall be conducted annually and shall be
completed by October 15, submitted to the Governor and General Assembly and made available
to the public by January 15 annually._The census submitted to the General Assembly may be a
copy of any information or any report submitted to the federal government as part of compliance
with the Individuals with Disabilities Education Act pursuant to 20 U.S.C. § 1418.

(b) In taking the census, the Board requires the cooperation, participation, and assistance
of all local educational agencies. Therefore, each local educational agency shall cooperate and
participate with and assist the Board in conducting the census.

(©) The census shall include the number of children identified and suspected with
disabilities, their age, the nature of their disability, their county or city of residence, their local
school administrative unit residence, whether they are being provided special educational or
related services and if so by what local educational agency, the identity of each local educational
agency having children with disabilities in its care, custody, management, jurisdiction, control,
or programs, the number of children with disabilities being served by each local educational
agency, and any other information or data that the Board requires. The census shall be of children
with disabilities between the ages three through 21 but is not required to include children with
disabilities that have graduated from high school.”

CHANGES TO LITERACY INSTRUCTION
SECTION 7.13.(a) G.S. 115C-83.6 reads as rewritten:
"8 115C-83.6. Facilitating early grade reading proficiency.
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€)) Kindergarten,first-second-and-third-Kindergarten through fifth grade students shall

be assessed with valid, reliable, formative, and diagnostic reading assessments made available to
local school administrative units by the State Board of Education pursuant to
G.S. 115C-174.11(a). Difficulty with reading development identified through administration of
formative and diagnostic assessments shall be addressed with literacy interventions outlined in
the student's Individual Reading Plan. Parents or guardians of first and second grade students
offered a reading camp as a literacy intervention shall be encouraged to enroll their student in the
reading camp provided by the local school administrative unit. Parents or guardians of a student
identified as demonstrating reading comprehension below grade level shall make the final
decision regarding a student's reading camp attendance.

(@l) Kindergarten through third-fifth grade reading assessments shall yield data that can
be used with the Education Value-Added Assessment System (EVAAS) to analyze student data
to identify root causes for difficulty with reading development and to determine actions to address
them.

(@2) The Department of Public Instruction shall provide for EVAAS analysis all formative
and diagnostic assessment data collected pursuant to this section for kindergarten through third
fifth grade. The Department shall use a uniform template for all data collected, and the template
shall be used each time data is provided. The template shall include clear designations for each
data component reported.

(b) Formative and diagnostic assessments and resultant literacy interventions shall
address oral language, phonological and phonemic awareness, phonics, vocabulary, fluency, and
comprehension using developmentally appropriate practices. These assessments may be
administered by computer or other electronic device.

(© Local school administrative units are encouraged to partner with community
organizations, businesses, and other groups to provide volunteers, mentors, or tutors to assist
with the provision of literacy interventions that enhance reading development and proficiency."

SECTION 7.13.(b) G.S. 115C-83.6B(a) reads as rewritten:

“(a) An Individual Reading Plan (IRP) shall be developed for any student in kindergarten
through third-fifth grade demonstrating difficulty with reading development based on the results
of either (i) the first diagnostic or formative assessment of the school year or (ii) the first
diagnostic or formative assessment of the second semester of the school year. The IRP shall be
continually adjusted based on multiple data sources as prescribed by the Department of Public
Instruction, indicating that the student is not progressing toward grade-level standards in one or
more major reading areas. Based on the most recently collected data, the IRP shall include the
following information, specific to the identified student:

(1)  The specific reading skill deficiencies identified by assessment data.

(2 Goals and benchmarks for growth.

3) The means by which progress will be monitored and evaluated.

4 The specific additional literacy interventions the student will receive.

(5) The Science of Reading-based instructional programming the teacher will
implement.

(6) Any additional services the teacher deems appropriate to accelerate the
student’s reading skill and development."

SECTION 7.13.(c) G.S. 115C-83.9(a) reads as rewritten:

"(a) Parents or guardians shall be notified in writing, and in a timely manner, that the
student shall be retained, unless he or she is exempt from mandatory retention for good cause, if
the student is not demonstrating reading proficiency by the end of third grade. Parents or
guardians shall receive this notice when a kindergarten, first, second, or third grade student (i) is
demonstrating difficulty with reading development; or (ii) is not reading at grade level.
Additionally, parents or guardians shall receive notice when a fourth or fifth grade student is
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demonstrating difficulty with reading development or is not reading on grade level as determined
by assessments given pursuant to G.S. 115C-83.6."

SECTION 7.13.(d) G.S. 115C-83.10(b) reads as rewritten:

"(b)  Each local board of education shall report annually in writing to the State Board of
Education by September 1 of each year the following information on the prior school year:

1) A description of all literacy interventions provided to students who have been
retained under G.S. 115C-83.7(a).

@) The number of first and second grade students attending a reading camp
offered by the local board.

3 The license area or areas, years of licensed teaching experience, grade level
assignment, and any other specific subject-area assignments of each teacher
providing instruction at a reading camp.

4) The number and percentage of teachers providing instruction at a reading
camp who were paid a reading performance bonus during the school year
immediately preceding the reading camp and the grade level on which the
bonus was based.

(5) The number of kindergarten through third—fifth grade students with an
Individual Reading Plan."”

SECTION 7.13.(e) G.S. 115C-174.11(a) reads as rewritten:

"(@) Assessment Instruments for Kindergarten—First—Second—and—Fhird—Kindergarten
Through Fifth Grades. — The State Board of Education shall develop, adopt, and provide to the
local school administrative units developmentally appropriate individualized assessment
instruments aligned with the standard course of study and Part 1A of Article 8 of this Chapter for

the-kindergarten—first-second,—and-third-grades—kindergarten through fifth grade. Local school

administrative units shall use these assessment instruments provided to them by the State Board
for kindergarten—first—second—and-third-kindergarten through fifth grade students to assess
progress, diagnose difficulties, and inform instruction and remediation needs. Local school
administrative units shall not use standardized tests for summative assessment of kindergarten,
first, and second grade students except as required as a condition of receiving federal grants."

SECTION 7.13.(f) The Department of Public Instruction shall use funds
appropriated for this purpose in this act to contract with Lexia Learning Systems, LLC, to provide
Lexia Aspire Professional Learning to all English Language Arts and Exceptional Children
teachers who teach students in grades six through eight in schools that are identified as
low-performing schools based on data from the 2024-2025 school year. Teachers that complete
training pursuant to this subsection shall receive stipends of up to two hundred dollars ($200.00)
for the 2025-2026 school year.

SECTION 7.13.(g) The State Board of Education shall develop literacy standards
for grades six through eight to align with the professional learning provided pursuant to
subsection (f) of this section.

FISCAL RESPONSIBILITY AND K-12 TECH PLANNING
SECTION 7.14.(a) Part 3A of Article 8 of Chapter 115C of the General Statutes is
amended by adding new sections to read:
"8 115C-102.10. Technology costs considerations.
The State Board of Education shall adopt rules requiring all public school units to evaluate
the following when acquiring technology, computer hardware, and software:
(1)  The long-term cost of ownership, including costs of repairing the technology,
computer hardware, or software.
(2)  Any flexibility for innovation during the life of the technology, computer
hardware, or software.
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(3)  Any anticipated resale or salvage value at the end of the target life cycle for
the technology, computer hardware, or software based on the average resale
or salvage value of similar technology, computer hardware, or software as a
percentage of the initial cost of purchase.

"8 115C-102.11 Break/fix rate reporting requirement.

(@ Definitions. — The following definitions apply in this section:

[€0)] Break/fix rate. — The percentage obtained by dividing the number of school
technology devices reported as malfunctioning or needing repair due to
physical damage, hardware failure, or other breakage incidents prior to the
stated life cycle period, not covered by insurance or a policy plan period, by
the total number of school technology devices in operation during that period.

(2)  School technology device. — Any electronic or computerized equipment
provided for educational purposes in a public school unit, including
computers, tablets, interactive whiteboards, and similar devices or anything
considered a digital device for purposes of the digital learning dashboard
pursuant to G.S. 115C-102.9.

(b) Each governing body of a public school unit shall submit a report on the following
information to the State Board of Education by August 15 annually:

(1)  The break/fix rate of the school technology devices in the public school unit
for the previous school year.

(2)  The total number of school technology devices currently in operation in the
public school unit.

(3)  The total number of school technology devices in the public school unit
requiring repair that (i) underwent repair or (ii) were no longer in service
during the previous school year.

(4)  The total amount of funds spent to repair or replace school technology devices
during the previous school year.

(©) The State Board of Education shall report to the Joint L egislative Education Oversight
Committee by November 15 annually on the break/fix rate of school technology devices across
all public school units based on the reports submitted by the governing bodies in accordance with
subsection (b) of this section. This report shall include a summary of the data reported by each
governing body and recommendations to reduce break/fix rates in the future."

SECTION 7.14.(b) The first reports from governing bodies of public school units
required by G.S. 115C-102.11(b), as enacted by this section, shall be submitted no later than
August 15, 2026, based on data collected during the 2025-2026 school year. The first report from
the State Board of Education required by G.S. 115C-102.11(c), as enacted by this section, shall
be submitted no later than November 15, 2026.

SECTION 7.14.(c) G.S.115C-12 is amended by adding a new subdivision to read:

"(50) To Require Evaluation of Technology Costs. — The State Board shall adopt
rules governing public school units evaluating technology costs in accordance
with G.S. 115C-102.10."

SECTION 7.14.(d) G.S. 115C-47 is amended by adding new subdivisions to read:

"(70) To Evaluate Technology Costs. — A local board of education shall adopt a
policy requiring the evaluation of technology costs considerations adopted by
the State Board of Education pursuant to G.S. 115C-102.10.

(71) To Report on Break/Fix Rate. — A local board of education shall report
annually to the State Board of Education on the break/fix rate of school
technology devices in accordance with G.S. 115C-102.11."

SECTION 7.14.(e) G.S. 115C-150.12C is amended by adding new subdivisions to

read:
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"(37) Evaluate technology costs. — The board of trustees shall adopt a policy
requiring the evaluation of technology costs considerations adopted by the
State Board of Education pursuant to G.S. 115C-102.10.
(38) Report on break/fix rate. — The board of trustees shall report annually to the
State Board of Education on the break/fix rate of school technology devices
used in the school in accordance with G.S. 115C-102.11."
SECTION 7.14.(f) Part 2 of Article 14A of Chapter 115C of the General Statutes is
amended by adding a new section to read:
"8 115C-218.33. School technology.
(@) A charter school shall adopt a policy requiring the evaluation of technology costs
considerations adopted by the State Board of Education pursuant to G.S. 115C-102.10.
(b) A charter school shall report annually to the State Board of Education on the break/fix
rate of school technology devices used in the school in accordance with G.S. 115C-102.11."
SECTION 7.14.(g) G.S. 115C-238.66 is amended by adding new subdivisions to

read:

"(18a) The board of directors shall adopt a policy requiring the evaluation of
technology costs considerations adopted by the State Board of Education
pursuant to G.S. 115C-102.10.

(18b) The board of directors shall report annually to the State Board of Education
on the break/fix rate of technology used in the school in accordance with
G.S. 115C-102.11."

SECTION 7.14.(h) G.S. 116-239.8(b) is amended by adding new subdivisions to

read:
"(21a) Evaluate technology costs. — The chancellor shall adopt a policy requiring the
evaluation of technology costs considerations adopted by the State Board of
Education pursuant to G.S. 115C-102.10.
(21b) Report on break/fix rate. — The chancellor shall report annually to the State
Board of Education on the break/fix rate of technology used in the school in
accordance with G.S. 115C-120.11."
SECTION 7.14.(i) This section is effective when it becomes law and applies
beginning with the 2025-2026 academic year.

AUTOMATIC ENROLLMENT IN ADVANCED ENGLISH LANGUAGE ARTS

COURSES

SECTION 7.15.(a) G.S. 115C-81.36 reads as rewritten:
"§ 115C-81.36. Advanced courses in mathematics-mathematics and English Language
Arts.

@ When practicable, local boards of education shall offer advanced learning
opportunities #-mathematics-in grades three through five, and advanced courses #-mathematics
in all grades six and higher. For the purposes of this section, advanced learning opportunities are
those services and curricular modifications in mathematics and English Language Arts for
academically or intellectually gifted students approved as part of the local plan, as required by
G-S115C-150-7.G.S. 115C-150.7, and advanced courses are advanced courses in mathematics
and English Language Arts.

(@al) When advanced learning opportunities are offered ir—mathematies-in grades three
through five, any student scoring at the highest level on the corresponding end-of-grade test shall,
for the next school year, be provided advanced Iearnlng opportunltles mma%hemaﬂe&approved
for that student's grade Ievel No

Page 84 Senate Bill 257 S257-CSNExfap-3 [v.7]



O©ooO~NOoO ol WwWN -

General Assembly Of North Carolina Session 2025

(b) When advanced courses are offered in—mathematies-in grades six and higher, any
student scoring at the highest level on the corresponding end-of-grade or end-of-course test for
the mathematies-course in which the student was most recently enrolled shall be enrolled in the
advanced course for the next ma%hemane&course in which the student is enrolled —A—studen{—m

(bl) When a high school mathematics course is offered in eighth grade, a student in

seventh grade scoring at the highest level on the seventh grade mathematics end-of-grade test
shall be enrolled in a high school level mathematics course in eighth grade. Local boards of
education may provide supplemental content enrichment, which may include the administration
of diagnostic assessments, to students enrolled in a high school level mathematics course.

(© By December15,-2020,-December 15, 2025, and annually thereafter, the Department
of Public Instruction shall submit a report to the Joint Legislative Education Oversight
Committee containing data collected for the current school year on the rumberand-demegraphics
number, demographics, and socioeconomic status of students who were eligible for advanced
mathematies—courses under this section, including high school level mathematics courses in
eighth grade, and of those students, the rumberand-demegraphies-number, demographics, and
socioeconomic status of those who were placed in advanced mathematies-courses and were not
placed in advanced mathematies-courses. The report shall include information on the type and
format of advanced mathematies-courses provided and shall also include any feedback provided
by local boards of education on the implementation of this section.

(d) The Department of Public Instruction shall provide guidance to local boards of
education on how to best develop programming and courses to ensure all impacted students
receive rigorous, academically appropriate instruction in mathematies-mathematics and English
Language Arts.

(e) No student who qualifies for advanced learning opportunities or advanced courses
under this section shall be removed from the advanced learning opportunity or advanced course
provided to the student unless a parent or guardian of the student provides written consent for the
student to be excluded or removed after being adequately informed that the student's placement
was determined by the student's achievement on the previous end-of-grade or end-of-course test.
Local boards of education may provide supplemental content enrichment, which may include the
administration of diagnostic assessments, to students enrolled in advanced courses."

SECTION 7.15.(b) This section is effective when it becomes law and applies
beginning with the 2025-2026 school year.

HIGHLY EFFECTIVE LIMITED LICENSE TEACHERS
SECTION 7.16.(a) G.S. 115C-270.15 reads as rewritten:
"§ 115C-270.15. Examination requirements.

(e) Conversion to Continuing Professional License. — Fhe—Except as provided in
subsection (f) of this section, the State Board shall not convert an HRerRE-IPL, RL, or limited
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license to a continuing professional license for a teacher who has not fulfilled the examination
requirements of this section.

) Waiver of Examination Requirements for Certain Individuals with Limited Licenses.
— The State Board shall convert a limited license to a continuing professional license for a teacher
who has available growth data under the Education Value-Added Assessment System (EVAAS)
and has a positive average growth score for two of the three most recent years."

SECTION 7.16.(b) This section is effective when it becomes law and applies to

limited licenses expiring on or after that date.

COMPETENCY-BASED HIGH SCHOOL/HEALTHCARE AND HIGH-TECH
PATHWAYS PROGRAM

SECTION 7.17.(a) Program Established; Purpose. — There is established the
Competency-Based High School/Healthcare and High-Tech Pathways Program (Program). The
purpose of the Program is to create pathways that will utilize competency-based education
(CBE). Pathways will result in obtaining either an associate degree or an industry recognized
credential, certification, or licensure based on the student's goal of employment or enrollment.
Students will decide their college or career track at the end of their junior year with an initial
emphasis on healthcare preparation.

SECTION 7.17.(b) Participants. — Mooresville Graded School District (MGSD)
shall partner with Mitchell Community College (MCC) to implement the Program.

SECTION 7.17.(c) Program Time Line. — MGSD, in collaboration with MCC, shall
contract with an organization with demonstrated expertise in designing and implementing
learner-centered, modular, and competency-based high school programs that align with emerging
and high-tech career pathways. The organization shall have experience in co-designing stackable
credentials with local education agencies and higher education partners and a documented track
record of developing digital infrastructure that supports student-paced progression,
interdisciplinary learning, and real-world skill acquisition. This expert partner shall assist in
developing a framework for the Program, including course design, sequencing, credentialing
structure, and other elements necessary for personalized student progression during the
2025-2026 school year. Students will have the opportunity to participate in a pathway provided
by the Program by the 2027-2028 school year at the latest.

SECTION 7.17.(d) Program Flexibilities. — Notwithstanding any provision of law
to the contrary, the following flexibilities shall be available to Program participants:

1) MGSD may offer Credit by Demonstrated Mastery assessments and CTE

Proof of Learning assessments outside of existing State testing windows.

2) MCC may enroll MGSD students in community college courses prior to their
eleventh grade year without the student meeting the requirements for ninth
and tenth grade students pursuant to subdivision (4) of G.S. 115D-20.

3 Students participating in the Program shall have access to all community
college courses at MCC, regardless of pathway selection.

4 MGSD may replace any high school graduation credit requirement, except
those outlined in this subdivision, with either community college courses
offered by MCC or locally developed CBE courses that are consistent with
the student's pathway. MGSD shall not replace any graduation credit
requirements in the following subject areas:

a. English.

b Mathematics.
C. Science.

d Social Studies.
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(5) MGSD may operate any high school in the local school administrative unit
consistent with the flexibilities of a school operating under a restart model
pursuant to G.S. 115C-105.37B(a)(2).

SECTION 7.17.(e) Selection of Third-Party Vendor. — MGSD shall select a
third-party vendor (Vendor) that is an educational support provider with a nationally recognized,
research-based instructional and leadership framework, including a High Reliability School
model, a taxonomy of educational objectives aligned to classroom strategies, and a system for
implementing personalized competency-based education. The provider shall have published
extensively in peer-reviewed and practitioner literature, have an established track record of
working directly with K-12 schools and districts across multiple states, and offer professional
development services, implementation support, and instructional resources developed and led by
a founding education researcher with over four decades of influence in curriculum, instruction,
and assessment.

SECTION 7.17.(f) MGSD Partnership with Vendor. — MGSD shall partner with the
Vendor selected pursuant to subsection (e) of this section to develop standards-aligned
proficiency scales for all content areas in grades nine through 12 to ensure educators in the
participating schools have the tools necessary to successfully transition to CBE approaches. The
Vendor shall provide professional development and coaching to the schools in MGSD to ensure
educators can engage in learning about CBE approaches, including implementation of the
proficiency scales developed by MGSD.

SECTION 7.17.(g) Funding. — Of the funds appropriated to the Department of Public
Instruction allocated to MGSD pursuant to this section, MGSD shall use the funds for the
following purposes:

(1)  To contract with experts in CBE and designing stackable credentials pursuant

to subsection (c) of this section.

(2)  To hire one additional staff member at MGSD to oversee implementation of
the Program.

3) To partner with a Vendor pursuant to subsection (f) of this section.

LIGHTHOUSE MATH PROJECT

SECTION 7.18.(a) Project Established; Purpose. — There is established the
Lighthouse Math Project (Project). The purpose of the Project is to increase the percentage of
high school students who are (i) eligible to complete college level mathematics upon graduation
from high school and (ii) able to complete college level math either through dual enrollment
while in high school or within the first year of college enrollment.

SECTION 7.18.(b) Project Participants. — Wake Technical Community College
(Wake Tech) shall partner with Wake County Public School System (WCPSS) for high school
students at East Wake High School and Knightdale High School to be eligible to participate in
the Project at the Wake Tech East campus of Wake Tech. Wake Tech and WCPSS shall partner
with SparkNC to align the Project participants' ongoing efforts at the Wake Tech East campus
with the design and implementation of the Project.

SECTION 7.18.(c) Project Commitments. — WCPSS, in collaboration with Wake
Tech, shall contract with Khan Academy, Inc. (Khan), for use of the artificial intelligence student
tutoring program, Khanmigo. Students enrolling at participating high schools shall have access
to Khanmigo from the time of enrollment in the high school and continuing through their
attendance at Wake Tech if the student chooses to enroll at Wake Tech East. Wake Tech shall
collaborate with Khan to do the following:

1) Develop and deliver at least one Khanmigo-centered gateway college math

course to be offered to high school students at participating high schools to be
completed as a college level math course. This course shall also be available

S257-CSNExfap-3 [v.7] Senate Bill 257 Page 87



O©ooO~NOoO ol WwWN -

General Assembly Of North Carolina Session 2025

to students who graduate from participating high schools and enroll in the
courses at Wake Tech East.

2 Develop a Khanmigo-centered developmental math course sequence that will
be provided by Wake Tech faculty to students from participating high schools
in one of the following formats:

a. As part of a Career and College Promise Career Ready Pathway.

b. As supplement to a Career and College Promise Pathway.

C. As a summer bridge program available to students prior to or
subsequent to their junior and senior years of high school.

d. As a community college course during the first semester of enrollment
at Wake Tech.

SECTION 7.18.(d) Modular Math Course. — As part of the Project, Khan, in
consultation with Wake Tech and WCPSS, shall work to develop a self-paced, competency-based
modular math course with appropriate student diagnostics and student assessments based on the
college readiness math competencies provided as part of the Project. It is the intent that students
successfully demonstrating college readiness math competencies will be eligible to enroll in
college level math courses.

SECTION 7.18.(e) Funding; DPI. — Of the funds appropriated from the General
Fund to the Department of Public Instruction, the sum of up to five hundred thousand dollars
($500,000) in nonrecurring funds for the 2025-2026 fiscal year shall be used to contract with
Khan for licenses for the Khanmigo application and to create the course developed pursuant to
subdivision (1) of subsection (c) of this section. Funds appropriated for the purposes laid out in
this section shall not revert but shall remain available to accomplish the purposes of this section
until the end of the 2026-2027 fiscal year.

SECTION 7.18.(f) Funding; NCCCS. — Of the funds appropriated to the Community
Colleges System Office for the 2025-2026 fiscal year, the sum of one million dollars
($1,000,000) in nonrecurring funds shall be used to establish time-limited positions at Wake
Tech. Two positions shall be assigned to work in each participating high school to assist in the
implementation of the courses offered by the Project. Funds appropriated for the purposes laid
out in this section shall not revert but shall remain available to accomplish the purposes of this
section until the end of the 2028-2029 fiscal year.

COMPETENCY-BASED EDUCATION AND HIGH SCHOOL REDESIGN
STRATEGIC NETWORK

SECTION 7.19. Mooresville Graded School District, Mitchell Community College,
Wake Technical Community College, Wake County Public School System, Fayetteville
Technical Community College, Wilkes Community College, and SparkNC shall collaborate to
create a Competency-Based Education and High School Redesign Strategic Network (Network).
The president of SparkNC, or the president's designee, shall serve as the chair of the Network.
The chair shall coordinate the operations of the Network and provide administrative and technical
support for the Network to the extent such support is necessary. The Network shall provide a
means for each entity to share what it has learned and developed regarding CBE and high school
redesign. The goals of the Network shall be to advance the goals of developing a CBE approach
to education across the State.

NORTH CAROLINA COMPETENCY-BASED EDUCATION INNOVATION GRANT
PROGRAM

SECTION 7.20.(a) Program Established; Purpose. — There is established the North

Carolina Competency-Based Education Innovation Grant and Network Program (Program). The

purpose of the program is to provide funding and support to schools and districts to support the

transition to competency-based education (CBE) models that focus on mastery of learning rather
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than instructional time. The grant aims to promote innovative instructional practices, flexible
assessment models, and systemic shifts to ensure all students progress based on demonstrated
proficiency.

SECTION 7.20.(b) Program Objectives. — The objectives of the Program are as
follows:

1) Redesign learning pathways. — Support schools and districts in developing

personalized, CBE models that allow students to progress at their own pace.

@) Assessment innovation. — Utilize formative and performance-based
assessments that measure student mastery of skills and knowledge, including
the use of Al learning tools.

3) Educator capacity building. — Provide common professional development for
educators on instructional strategies and assessment practices aligned with
transitioning to CBE.

4) Develop strategies for statewide scaling and best practices. — Develop and
share resources, implementation strategies, and lessons learned to expand
CBE across North Carolina.

SECTION 7.20.(c) Phase One. — The first phase of the Program shall begin with the
2025-2026 school year and continue until the conclusion of the 2028-2029 school year. Public
school units shall submit applications and complete any planning or organizational duties during
the 2025-2026 school year with implementation of CBE in participating schools beginning with
the 2026-2027 school year.

SECTION 7.20.(d) Application. — The Department of Public Instruction shall create
an application for the Program and make the application available to all public school units no
later than 60 days after this act becomes law. Public school units shall submit their applications
to the Department no later than 60 days after the application becomes available. The Department
shall select 10 schools to participate in the Program no later than 60 days after the close of the
application period. When selecting schools to participate in the Program, the Department shall
prioritize schools that show a strong commitment to implementing CBE and innovation in
assessment. The Department shall develop criteria to determine which schools are most ready to
transition to CBE. The application shall include at least the following:

1) A comprehensive plan outlining the school's vision for competency-based

education.

(2 A description of instructional and assessment shifts to be implemented.

3) A budget for use of grant funds and a sustainability plan to continue utilizing
CBE after the conclusion of Phase One.

4) Commitments from public school units leadership and stakeholders.

SECTION 7.20.(e) Grant Funds; Use; Training. — Grant awards shall be in the
amount of three hundred thirty thousand dollars ($330,000) to each participating school.
Participating schools shall use the sum of ninety-five thousand dollars ($95,000) each school
year to receive training on the implementation of CBE in the school. The remaining grant funds
shall be used for costs associated with the transition to CBE, including travel costs and CBE
resources. Grant funds shall remain available until the end of the 2028-2029 fiscal year.

SECTION 7.20.(f) Selection of Third-Party Vendor. — The Department shall select
a third-party vendor (Vendor) that is an educational support provider with a nationally
recognized, research-based instructional and leadership framework, including a High Reliability
School model, a taxonomy of educational objectives aligned to classroom strategies, and a system
for implementing personalized competency-based education. The provider must have published
extensively in peer-reviewed and practitioner literature, have an established track record of
working directly with K-12 schools and districts across multiple states, and offer professional
development services, implementation support, and instructional resources developed and led by
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a founding education researcher with over four decades of influence in curriculum, instruction,
and assessment.

SECTION 7.20.(g) Department Partnership with Vendor. — The Department shall
partner with the Vendor selected pursuant to subsection (f) of this section to develop publicly
available, standards-aligned proficiency scales for all content areas and grade levels to ensure
educators in the participating schools have the tools necessary to successfully transition to CBE
approaches. The Vendor shall provide annual professional development events throughout the
regions of the State to ensure educators can engage in learning about CBE approaches, including
implementation of the proficiency scales developed by the Department.

SECTION 7.20.(h) Department Duties. — The Department of Public Instruction shall
do the following as part of the Program:

1) Develop, in collaboration with the Vendor, a CBE Network to support the

long-term transition to CBE. The CBE Network shall do the following:

a. Provide strategic guidance and policy recommendations for scaling
CBE statewide.

b. Facilitate collaboration among grant recipients, educators,
policymakers, and CBE industrial leaders.

C. Develop a long-term roadmap for CBE implementation statewide.

d. Offer professional learning communities and shared online resources
to support ongoing innovation and capacity building.

e. Develop methods of measuring proficiency for all courses offered as

part of the standard course of study in kindergarten through grade 12,
with support from the Vendor.

f. Disseminate developed proficiency measures to all public school units
and post standards developed to align with the proficiency measures
online on a publicly accessible website.

g. Conduct research and evaluation to inform best practices and
continuous improvement in participating schools.

(2 Provide support and technical assistance, professional learning opportunities,

and access to the CBE network for all grant recipients.

SECTION 7.20.(i) Reporting; Participants. — Each participating school shall submit
a quarterly progress report to the Department detailing implementation of CBE in the school. The
Department shall establish the due dates and mechanism for the submission of the progress
reports. Progress shall include available student learning outcome data, including evidence of
progress toward content mastery.

SECTION 7.20.(j) Reporting; Department. — The Department of Public Instruction
shall submit a final report on the outcomes of Phase One of the Program to the Joint Legislative
Education Oversight Committee by December 1, 2029. The report shall include the following:

Q) A summary of student outcomes reported by participating schools.

(2)  Any challenges experienced by participating schools or the Department with

implementation of the Program.

3) Recommendations for scaling the Program statewide.

4 Any other information the Department deems relevant.

(5) Any information requested by the Committee.

Al ACADEMIC SUPPORT PROGRAM
SECTION 7.21. Chapter 115C of the General Statutes is amended by adding a new
Article to read:
"Article 42.
"Academic Support Programs.
"8 115C-650. Establish Al Academic Support Program.
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(a) Purpose; Program. — There is established the Al Academic Support Program
(Program) to allow public school units to contract with Khan Academy, Inc., (Khan Academy)
for use of the academic support service Khanmigo, in grades six through 12. Khanmigo is an
application that uses artificial intelligence to support teachers with lesson plan development and
to support students with lesson comprehension.

(b) Funding. — Funds shall be allocated to each public school unit on the basis of average
daily membership (ADM) in grades six through 12 in the public school unit for the purposes set
out in this section.

() Funding Use. — Public school units that utilize funds pursuant to this section shall use
all funds to contract with Khan Academy for use of the Khanmigo service, any associated
professional development, and the rostering programs required pursuant to subsection (e) of this
section.

(d)  Contract Term. —Public school units entering into contracts with Khan Academy shall
contract for a term of one year. At the end of each school year, each public school unit shall
evaluate the use of Khanmigo services in the public school unit prior to contracting with Khan
Academy for the subsequent school year. The evaluation shall include all of the information
required to be reported on by the Department of Public Instruction in subdivisions (2) through
(7) of subsection (h) of this section. Public school units shall submit their evaluations to the
Department of Public Instruction by July 15 of each year that funds are used pursuant to this
section.

(e) Class Rostering for Khanmigo. — All public school units that contract with Khan
Academy pursuant to this section shall use a secure, cloud-based, single sign-on, and class
rostering platform to manage access to digital instructional resources and student information
systems and to facilitate automated data integration between educational applications and school
district systems. Class rostering products used pursuant to this section must be approved by the
Department.

) Juvenile Justice. — The Department shall contract with Khan for 500 Khanmigo
licenses and training for use in schools operated by the Division of Juvenile Justice of the
Department of Public Safety. The Department of Public Instruction shall provide technical
support to the Division of Juvenile Justice for the use of Khanmigo. The Division of Juvenile
Justice shall comply with evaluation requirements pursuant to subsection (d) of this section.

(@)  Study.-—The Office of Learning Research at the North Carolina Collaboratory (OLR)
shall design and conduct a study to measure the effectiveness of using Khanmigo, including any
impact on student performance and growth. As part of the study, the Department of Public
Instruction shall aggregate and report to OLR on the evaluations submitted by public school units
and the Division of Juvenile Justice pursuant to subsections (d) and (f) of this section. OLR shall
collaborate with Khan Academy to aggregate data on student performance by teacher and by
subgroup, to the extent allowed by law. OLR shall provide the results of this study to the Joint
Legislative Education Oversight Committee no later than April 1, 2028.

(h)  Report. — No later than February 15 of each year in which funds are made available
for the Program, the Department of Public Instruction shall report to the Joint Legislative
Education Oversight Committee at least the following information:

(1)  The number public school units that contracted with Khan Academy pursuant
to this article.

(2)  The number of students using the Khanmigo application.

(3) The average number of minutes and interactions students had with the
Khanmigo application weekly.

(4)  The number of teachers using the application.

(5)  The average number of minutes and interactions teachers had with the

Khanmigo application weekly.
(6)  Any identified impact on student outcomes.
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(7)  Any identified impact on teacher performance.
(8)  The number of moderation flags generated by the application."

AUTHORIZE NEW COOPERATIVE INNOVATIVE HIGH SCHOOLS AND CODIFY

SUPPLEMENTAL FUNDING

SECTION 7.22.(a) W.ith the funds appropriated to the Department of Public
Instruction by this act for cooperative innovative high schools, the Department shall allocate to
local school administrative units the sum of six hundred thirty-five thousand dollars ($635,000)
in recurring funds for the 2025-2026 fiscal year in amounts consistent with those set forth in
G.S. 115C-238.54A, as enacted by this section, as supplemental funding for the following
cooperative innovative high schools for the 2025-2026 school year:

1) Hawthorne Academy of Health Sciences.

2 Martin Innovative Early College of Health Sciences.

3) Moore County Cooperative Innovative High School.

SECTION 7.22.(b) Beginning with the 2025-2026 school year and for subsequent
school years thereafter, notwithstanding G.S. 115C-238.51A(c), G.S. 115C-238.54, and any
other provision of law to the contrary, Hawthorne Academy of Health Sciences, Martin
Innovative Early College of Health Sciences, and Moore County Cooperative Innovative High
School shall be permitted to operate in accordance with G.S. 115C-238.53 and G.S. 115C-238.54
as cooperative innovative high schools approved under G.S. 115C-238.51A(c) and shall be
subject to the evaluation requirements of G.S. 115C-238.55.

SECTION 7.22.(c) Part 9 of Article 16 of Chapter 115C of the General Statutes is
amended by adding a new section to read:

"8 115C-238.54A. Cooperative innovative high schools — supplemental allotment funding
based on county development tier designation.

(@  Allocation of Funding. — The Department shall allocate cooperative innovative high
school supplemental allotment funds to local school administrative units with a cooperative
innovative high school approved pursuant to G.S. 115C-238.51A(c) based on developmental tier
area, as defined in G.S. 143B-437.08, as follows:

(1)  Local school administrative units located in a development tier one area shall

be allocated funding as follows:

a. The sum of two hundred seventy-five thousand dollars ($275,000) in
recurring funds for each cooperative innovative high school in the unit.
b. For the Northeast Regional School of Biotechnology and Agriscience,

the Department shall allocate the sum of three hundred ten thousand
dollars ($310,000) in recurring funds from the regional school
supplemental allotment for the school for each fiscal year.

(2)  Local school administrative units located in a development tier two area shall
be allocated the sum of two hundred thousand dollars ($200,000) in recurring
funds for each cooperative innovative high school in the unit.

3) Local school administrative units located in a development tier three area shall
be allocated the sum of one hundred eighty thousand dollars ($180,000) in
recurring funds for each cooperative innovative high school in the unit.

(b)  Applicability of Funds. — The allotment of funds to local school administrative units
pursuant to subsection (a) of this section shall include cooperative innovative high schools
approved pursuant to G.S. 115C-238.51A(c) operated by a local school administrative unit
regardless of not receiving allotments in a prior fiscal year. Funds shall not be allocated to local
school administrative units for cooperative innovative high schools approved by the State Board
pursuant to G.S. 115C-238.51A(b)."

REPEAL CODING AND MOBILE APP DEVELOPMENT GRANT PROGRAM
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SECTION 7.23. Section 7.23 of S.L. 2017-57 is repealed.

MAINTAIN COVERAGE OF COPAYS FOR REDUCED-PRICE SCHOOL MEALS

SECTION 7.24.(a) G.S. 115C-264 is amended by adding a new subsection to read:

"(al) A local board of education that is operating a school nutrition program shall provide

school lunches, and if provided, breakfasts, to students at no cost to the student for students in all
grade levels that qualify for reduced-price meals under the federal National School Lunch
Program or School Breakfast Program. If funds from alternate sources are insufficient to provide
school meals at no costs to students for students that qualify for reduced-price meals, the
Department of Public Instruction may use funds appropriated to the State Aid for Public Schools
Fund for this purpose."

SECTION 7.24.(b) Section 7.58 of S.L. 2023-134 is repealed.

CHARTER SCHOOLS REVIEW BOARD AMENDMENTS
SECTION 7.25.(a) G.S. 115C-218 reads as rewritten:

"§ 115C-218. Purpose of charter schools; role of State Board of Education; establishment
of North Carolina Charter Schools Review Board and North Carolina Office of
Charter Schools.

(al) State Board of Education. — The State Board of Education shall have the following
duties regarding charter schools:

1) Rulemaking. — To establish-adopt all rules for the operation and approval of
charter schools. Any rule or policy adopted by the State Board regarding
charter schools shall first be reecemmended-approved by the Charter Schools
Review Board.

(2) Funding. — To allocate funds to charter schools.

3) Appeals. — To hear appeals from decisions of the Charter Schools Review
Board under G.S. 115C-218.9.

4) Accountability. — To ensure accountability from charter schools for school
finances and student performance.

(5) Review of financial assistance. — The State Board shall assign the Review
Board to conduct any hearings pursuant to 20 U.S.C. 8 1231b-2, including
making findings and recommendations regarding those hearings.

(b) North Carolina Charter Schools Review Board. —

(10)  Powers and duties. — The Review Board shall have the following duties:

a_ To R ake alataTaalaaVlalalals ala a alal a Bn a Bl a a

adoption—ef—propose, recommend, and approve rules and policies
regarding all aspects of charter school operation, including time lines,
processes, standards, and criteria for acceptance and approval of
applications, monitoring of charter schools, and grounds for
revocation of charters.

|

To conduct hearings and make findings and recommendations
pursuant to subdivision (al)(5) of this section.
f. To contract for and employ legal counsel, including private counsel,

to advise, represent, and provide litigation services to the Review
Board, without need to obtain permission or approval pursuant to
G.S.114-2.3 or G.S. 147-17.

(o) North Carolina Office of Charter Schools. —
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2 Executive Director. — The Executive Director shall report to and serve at the
pleasure of the Superintendent-ofPublic-thstruction-Review Board at a salary
established by the Superintendent—Review Board within the funds
appropriated for this purpose. The duties of the Executive Director shall
include presenting the recommendations and decisions of the Review Board
at meetings of the State Board.

"

SECTION 7.25.(b) G.S. 115C-218.15(c) reads as rewritten:

"(c) A charter school shall operate under the written charter signed by the State
Superintendent and the applicant. The terms of the written charter shall be approved by the
Review Board. A charter school is not required to enter into any other contract. The charter shall
incorporate the information provided in the application, as modified during the charter approval
process, and any terms and conditions imposed on the charter school by the Review Board, or if
the approval is granted through an appeal pursuant to G.S. 115C-218.9, any conditions imposed
by the State Board of Education. No other terms may be imposed on the charter school as a
condition for receipt of local funds."

SECTION 7.25.(c) G.S.115C-218.85 is amended by adding a new subsection to

read:
"(d) Notwithstanding G.S. 116-11(10a) or any other provision of law to the contrary, a
charter school shall not be required to list class rank on a student's official transcript or record."
SECTION 7.25.(d) G.S.115C-218.90(a) is amended by adding a new subdivision

to read:

"(7) A charter school may develop and use any evaluation for conducting
evaluation of teachers provided that it includes standards and criteria similar
to those used in the North Carolina Professional Teaching Standards and
North Carolina Teacher Evaluation Process, or such other evaluation standard
and process required to be used by local school administrative units."

SECTION 7.25.(e) G.S. 115C-218.94 is amended by adding a new subsection to

read:

"(c) The Review Board shall require charter schools that are identified as low-performing
or continually low-performing to prepare and report on plans to improve the performance of the
school. The requirements of G.S. 115C-105.27 shall not apply to charter schools."

SECTION 7.25.(f) G.S. 115C-218.105 reads as rewritten:
"8 115C-218.105. State and local funds for a charter school.

(@a2) The State Board shall withhold or reduce distribution of funds to a charter school if
any of the following applies:

Q) The change in funding is due to an annual adjustment based on enrollment or
is a general adjustment to allocations that is not specific to the charter or
actions of that charter school.

(2)  The Review Board notifies the State Board that the charter school has
materially violated a term of its charter, has violated a State statute or federal
law, or has had its charter terminated or nonrenewed.

3 The Superintendent-of Public-Instruction-Review Board notifies the State
Board that the charter school has failed to meet generally accepted standards
of fiscal management or has violated a State or federal requirement for receipt
of funds.

(c2) The Superintendent-of-Publictnstruction-Review Board shall, in consultation with

charter schools and local school administrative units, create a standardized enrollment
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verification and transfer request document that each charter school shall use to request the per
pupil share of the local current expense fund from the local school administrative units. Charter
schools shall only be required to list the name, age, grade, address, date of charter enrollment,
date of charter withdrawal, district of residence, and student identification number of each student
as provided to the charter school by the student's parent or guardian in the enrollment verification
and transfer request document that the charter school submits to the local school administrative
units. A charter school, in its discretion, may take further steps to confirm the student's residence
in a particular local school administrative unit.

(c3)  The Superintendent-of Publictnstruction-Review Board shall, in consultation with
charter schools and local school administrative units, create a standardized procedure that local
school administrative units shall use when transferring the per pupil share of the local current
expense fund to charter schools. The standardized procedure for transfer of the per pupil share of
the local current expense fund shall require, to the extent practicable, that the local school
administrative units make the transfers by electronic transfer.

n

SECTION 7.25.(g) G.S.115C-218.123 is amended by adding a new subsection to
read:

"(c) Ifaschoolis operating under a charter that allows for a remote academy as part of the
charter, and the school enrolls or intends to enroll 250 or more students in the remote academy,
the school may request that the Review Board grant the remote academy portion of the school a
separate charter by submitting the information listed under subsection (a) of this section with the
request. Requests submitted pursuant to this section shall be reviewed through an expedited
process to be established by the Review Board. The Review Board shall not require a planning
year for remote academies granted a charter pursuant to this subsection."

SECTION 7.25.(h) G.S. 115C-218.125 reads as rewritten:
"8 115C-218.125. Evaluation.

(a) The State Board of Education shall evaluate the success of remote charter academies
approved under this Part. Success shall be measured by school performance scores and grades,
retention rates, attendance rates, and, for grades nine through 12, high school completion and
dropout rates. The Board shall report by November 15 of each year to the Joint Legislative
Education Oversight Committee on the evaluation of these academies and on any recommended
statutory changes.

(b) If a school is operating under a charter that includes in-person instruction and a remote
charter academy, the remote charter academy shall receive a separate school performance grade
and be treated as a separate school for the purposes of assessing the performance of the remote
charter academy pursuant to G.S. 115C-12(9)cl., 115C-83.15, 115C-218.94, and 115C-218.95."

SECTION 7.25.(i) This section is effective when it becomes law and applies
beginning with the 2025-2026 school year.

SCHOOL BUSINESS SYSTEMS MODERNIZATION PLANS

SECTION 7.26.(a) For a public school unit to receive an allocation from the
nonrecurring funds appropriated to the Department of Public Instruction in this act for the
2025-2026 fiscal year for business systems modernization, the Department shall require the
public school unit to submit a letter of intent to the Department no later than September 1, 2026.
The letter of intent must (i) verify that the public school unit has not previously received funds
for business systems modernization, (ii) specify the platform the public school unit intends to
use, and (iii) state the projected implementation time line. Any platform chosen must integrate
with the Department's Licensure and Uniform Education Reporting System and analytics system.

SECTION 7.26.(b) Notwithstanding G.S. 143C-1-2(b), any funds that have been
appropriated to the Department of Public Instruction for the purpose of business systems
modernization that have not been obligated by June 30, 2031, shall revert to the General Fund.
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SHIFT FUNDS FROM GOGUARDIAN TO GAGGLE

SECTION 7.27. Of the four million four hundred thousand dollars ($4,400,000) in
recurring funds appropriated to the Department of Public Instruction for the 2023-2024 fiscal
year in S.L. 2023-134 to provide technology and services to mitigate cyberbullying, monitor
student internet activity, and assist with suicide prevention services, the Department shall,
beginning with the 2025-2026 fiscal year, use the full amount to contract with Gaggle.Net, Inc.,
to provide technology and services to mitigate cyberbullying, monitor student internet activity,
and assist with suicide prevention services.

FORMALIZE THE DIAPER BANK OF NORTH CAROLINA'S ROLE AS PROVIDER
OF FEMININE HYGIENE PRODUCTS FOR PUBLIC SCHOOLS
SECTION 7.28. G.S. 115C-377 reads as rewritten:
"§ 115C-377. Feminine Hygiene Products Grant-Program.
@ Program; Purpose. — The Department of Public Instruction shall establish the

Feminine Hygiene Products Grant-Program (Program) to assist-public-school-unitsparticipating

in-the Program-in-providing-provide students with-feminine hygiene products at no charge to the
student._The Department shall run the Program in accordance with this section in each year in

which funds are made available for the purpose.

(b1) Participation. — The Department of Public Instruction shall develop a process through
which public school units can elect to participate in the Program for each school year.

(b2) Contract for Products. — The Department of Public Instruction shall contract with the
Diaper Bank of North Carolina to provide feminine hygiene products to all public school units
that elect to participate in the Program on a pro rata basis based on the number of female students
in grades six through 12 in the participating public school unit.

(© Reporting. — No later than March 15,2023 -and-every-yearthereafterthat funds-are
made-avatlablefor-15 of each year of the Program, the Department shall report to the Joint
Legislative Education Oversight Committee on the public school units receiving grants-products
under the Program, the speettie-number of feminine hygiene products purchased-with-the-grant
funds—provided through the Program, the number of students served by the Program, and the
impact of the Program on student health and well-being."

ADVANCED TEACHING ROLES - LIMITED CLASS SIZE EXCEPTION, GRANT
FUNDING FORMULA, AND TRACK ROLES IN STUDENT INFORMATION
SYSTEM

SECTION 7.29.(a) Notwithstanding G.S. 115C-301 or G.S. 115C-310.7, the State

Board of Education may grant a public school unit participating in the Advanced Teaching Roles

program under Article 20A of Chapter 115C of the General Statutes, that received its final year

of grant funding under G.S. 115C-310.11 in the 2024-2025 school year, authorization to exceed

the maximum class size requirements for kindergarten through third grade for the 2025-2026

school year.

SECTION 7.29.(b) G.S. 115C-310.11 is amended by adding a new subsection to

read:
"(al) Award.—Foran ATR unit's initial planning year, the Department shall award the unit
the sum of one hundred fifty thousand dollars ($150,000) for the year. In each subsequent year
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the ATR unit receives grant funds, the Department shall award the unit ten thousand dollars
($10,000) for each new advanced leadership teacher role identified in the unit's ATR plan."
SECTION 7.29.(c) G.S.115C-310.15 is amended by adding a new subsection to

read:
"(d) The Department of Public Instruction shall create designations for teachers serving in
advanced teaching roles in the student information system."

ALLOW CHARTER SCHOOLS TO RELOCATE WITHIN 10 MILES
SECTION 7.30. G.S. 115C-218.8 reads as rewritten:
"§ 115C-218.8. Nonmaterial revisions of charters.
It shall not be considered a material revision of a charter and shall not require prior approval
of the Review Board for a charter school to do any of the following:

(4) Relocate the charter school within a 10-mile radius inside the same local
school administrative unit identified in the charter."”

NO ALTERNATE SCHOOL MEALS BASED ON STUDENT PAY STATUS
SECTION 7.31.(a) G.S. 115C-264 is amended by adding a new subsection to read:
"(e) Governing bodies of public school units shall offer the same meal selections to all
students regardless of student pay status for the nutrition program. For purposes of this section,
pay status includes students receiving free or reduced-price lunch or students that have unpaid
meal debt. This policy does not require a governing body to provide a student any optional meal
items that result in additional charges to the student."
SECTION 7.31.(b) G.S. 115C-218.75(n) reads as rewritten:
"(n)  Unpaid-Meal-DBebt-School Nutrition Program. — If a charter school participatesin-the

offers a school nutrition program, the charter school shall comply with the following in offering
the program:

(1) A charter school may not impose administrative penalties on a student for
unpaid school meal debt in accordance with G.S. 115C-264(d).

(2) A charter school shall not provide alternate meals based on student pay status
in accordance with G.S. 115C-264(e)."

SECTION 7.31.(c) G.S.115C-218.75(1) is recodified as subdivision (3) of

G.S. 115C-218.75(n), as amended by subsection (b) of this section.

SECTION 7.31.(d) G.S.115C-238.66(22) reads as rewritten:

"(22) Ynpaidmealdebt-School nutrition program. — If a regional school participates
-the-offers a school nutrition program, the regional school shall comply with
the following in offering the program:

a A regional school may not impose administrative penalties on a
student for wunpaid school meal debt in accordance with
G.S. 115C-264(d).

b. A regional school shall not provide alternate meals based on student
pay status in accordance with G.S. 115C-264(e)."

SECTION 7.31.(e) G.S.115C-238.66(20) is recodified as sub-subdivision c. of

G.S. 115C-238.66(22), as amended by subsection (d) of this section.
SECTION 7.31.(f) This section applies beginning with the 2025-2026 school year.

CEP TIME LINE SHIFT AND CLARIFY BREAKFAST LOCATION
SECTION 7.32. Section 7.59 of S.L. 2023-134 reads as rewritten:
"SECTION 7.59.(a) Program; Purpose. — The Department of Public Instruction shall
establish the CEP Meal Program Incentive ferthe-2023-2025-fiseal-biennium-to expand public
school participation in the federal Community Eligibility Provision (CEP) program to increase
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the number of students with access to healthy, cost-free school breakfast and lunch. The incentive
program shall be available to public school units for the 2024-2025 fiscal year._In each year
where funds are made available for the purpose, the CEP program shall be run subject to the
provisions of this section.

"SECTION 7.59.(c) Application. — By January-15-2024—-April 15 of each year of the
program, the Department shall develop the application for the incentive program and make it
available to public school units. Public school units or individual schools shall submit their
applications by Mareh-1.-2024-June 1 of each year of the program. At a minimum, the application
shall include the following information:

1) The school or schools that will participate in the CEP program.

(2 The Identified Student Percentage (ISP) for the school or schools for the 2024-
2025-current school year.

3 The number of students enrolled in the school or schools for the 2024-2025
current school year.

4) Participation rates in the National School Breakfast and Lunch programs for
the 2023-2024 school year for the schools requesting to receive the incentive.

"SECTION 7.59.(d) Selection. — By Aprit-36,-2024-July 15 of each year of the program,
the Department shall determine whether each applicant is eligible to participate in the incentive
program. The Department shall then award grants to all eligible public school units and schools.
If there are insufficient funds to award grants to all eligible public school units or schools, the
Department shall first prioritize awarding grants to public school units and schools with an
Identified Student Percentage (ISP) of greater than or equal to fifty-five percent (55%) and then
prioritize awarding grants to those schools that will draw the greatest federal match.

"SECTION 7.59.(e) Grants. — The Department shall issue State reimbursements to
participating public school units and schools to supplement federal reimbursements of school
meals. State reimbursement shall equal the difference between the federal free rate and the federal
paid rate for the number of meals served at the participating schools equal to a 0.2 multiplier of
the ISP for the participating schools. State and federal reimbursements shall not exceed one
hundred percent (100%) of the federal free rate of meals served. Schools utilizing the incentive
shall effer-breakfast-afterthe-beland-in-theclassroem:-have an innovative breakfast option
available where students have access to breakfast and are allowed to consume breakfast in the
classroom.

"SECTION 7.59.(g) Report. —No later than January 4,2025:-1 of each year of the program,
the Department shall report to the Joint Legislative Education Oversight Committee and the
Fiscal Research Division at least the following information:

"

SPARKNC EXTENSION
SECTION 7.33. Section 7.62 of S.L. 2023-134, as amended by Section 3J.14 of S.L.
2024-57, reads as rewritten:

"SECTION 7.62.(a) There is established the SparkNC RHet-Program (Program) for
beginning with the 2023-2025 fiscal bieprium—biennium continuing through the 2031-2033
fiscal biennium. The pHetprogram-Program authorizes SparkNC, a North Carolina nonprofit
corporation, in partnership with seleected—public school units, to develop a nontraditional,
student-driven pathway through which students may select and complete modular learning
experiences that, when aggregated, will provide a competency-based equivalency to a traditional
elective course credit. SparkNC shall provide a menu of modular learning experiences that
include opportunities for work-based learning. For purposes of this section, "Learning
Accelerator" is either a High-Tech or Health Science Learning Accelerator. The
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competency-based elective credit shall be denoted on student transcripts as a Learning
Accelerator credit and be focused on science, technology, engineering, and mathematics
(STEM). A student may earn up to four credits in Learning Accelerators but may not complete
the same learning experience more than once for credit.

"SECTION 7.62.(b) Each public school unit partnering with SparkNC in accordance with
this section (partnering public school units) shall enter a memorandum of understanding with
SparkNC to meet certain requirements for the Program. These requirements shall include the
provision of a physical learning lab staffed by a learning lab facilitator, operated on a schedule
agreed upon by the public school unit and SparkNC, that will provide a site for collaborative
learning and networking. Learning lab facilitators shall facilitate interdistrict instruction, provide
student advising, design learning experiences, coordinate with industry partners, and validate
student work.

"SECTION 7.62.(c) Notwithstanding any State Board of Education rules, partnering public
school units shall award the elective credit in a Learning Accelerator to any student who
completes a combination of learning experiences determined by SparkNC to provide the
competency-based elective credit in that course upon verification of successful completion of the
learning experiences and integrity of student work products by the learning lab facilitator. The
elective credit shall be denoted as achieved competency on the student's transcript. A student's
participation in learning experiences but failure to earn elective credit shall not be denoted as a
fail on the student's transcript.

"SECTION 7.62.(d) The following provisions shall apply to the Program:

1) Notwithstanding G.S. 115C-295 and any related State Board of Education
rules, learning lab facilitators shall not be required to hold teacher licensure
but shall meet the standards established by the memorandum of
understanding. Learning lab facilitators shall be the teacher of record for
students enrolled in the Program. Additional non-licensed personnel may be
contracted with on a full- or part-time basis for the purpose of providing
timely, real-world content, industry expertise, and student learning
experiences. Learning lab facilitators and contract personnel with the Program
shall be subject to the requirements of Part 6 of Article 22 of Chapter 115C of
the General Statutes (Criminal History Checks).

2) For the purposes of student participation in the Program, the requirements of
Part 2 of Article 8 of Chapter 115C of the General Statutes (Calendar) shall
not apply. Students may continue to participate in the Program and aggregate
learning experiences throughout the time the students are enrolled in the
public school unit and shall not be limited to a semester or school year.
Learning experiences may be provided to students in person, remotely, or
through asynchronous learning experiences.

3 Notwithstanding G.S. 115C-316 or any other law or rule to the contrary,
public school units shall not be required to pay learning lab facilitators in
accordance to the salary schedule used for other teachers employed by the
public school unit.

4 If a course in computer science is required for high school graduation,
completion of the competency-based elective credit of a High-Tech Learning
Accelerator shall be deemed to satisfy the requirement.

"SECTION 7.62.(e) Forthe2023-2024-and-2024-2025-scheolyears—al-All public school
units are eligible to participate in the Program.

"SECTION 7.62.(f) The nonrecurring funds appropriated to the Department of Public
Instruction in the 2023-2024 and 2024-2025 fiscal years for the purposes of this section shall be
allocated as a directed grant to SparkNC to provide students a nontraditional pathway to earn
competency-based Learning Accelerator elective credits. Funds allocated pursuant to this section
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shall not revert to the General Fund but shall remain available until the end of the 2025-2026
2026-2027 fiscal year. SparkNC shall utilize the grant to partner with and provide services in the
maximum number of public school units possible.

"SECTION 7.62.(g) SparkNC, in consultation with the partnering public school units, shall
provide an-interim-a report to the Joint Legislative Education Oversight Committee by March 4;
2025;-1 of each year of the Program on the following information, disaggregated for each public
school unit by grade level and school, when possible:

1) Number and percentage of student participation in the Program.

2 Student retention and persistence in the Program.

3 Student completion of Learning Accelerator elective credits and student
achievement of personalized learning goals within the Program.

4 Student evaluation of the Program.

(5) Student interest in science, technology, engineering, and mathematics
following participation in the Program.

(6) Cost per student for Program participation.

(7 The number and percentage of students who have participated in the Program
who choose to pursue a career pathway or further study in a STEM field.

(8) Public school unit persistence in the Program.

9) Recommendations for Program changes, including recommended legislative
changes and changes needed to ensure that federal funding for career and
technical education can be used for the Program.

(10)  An overview of how all funds appropriated for the Program were spent.

(11) Recommendatlons on development of a competencv transcrlpt

B2 3T TBEBE

E

"SECTION 7. 62 (|) The Department of Publlc Instructlon shaII amend the North Carolina
CTE State Plan (Plan) prior to the 2026-2027 school year to remove any barriers within the Plan
that prevent or inhibit public school units from using CTE funds to support participation in the

Program."

STUDENT USE OF WIRELESS COMMUNICATION DEVICES
SECTION 7.34.(a) Article 7B of Chapter 115C of the General Statutes is amended
by adding a new Part to read:
"Part 8. Miscellaneous Requirements.
"8 115C-76.100. Regulation of wireless communication devices.
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(a) The following definitions apply in this section:

(1)  Wireless communication device. — Any portable wireless device that has the
capability to provide voice, messaging, or other data communication between
two or more parties, including the following:

Cellular telephones.
Tablet computers.
Laptop computers.
Paging devices.
Two-way radios.

f. Gaming devices.

(2)  Wireless communication policy. — A policy governing the use of wireless
communication devices by students.

(b)  The governing body of a public school unit shall establish a wireless communication
policy. At a minimum, except as permitted in subsection (c) of this section, the policy shall
prohibit students from using, displaying, or having a wireless communication device turned on
during instructional time.

(c)  Awireless communication policy shall allow student use of a wireless communication
device during instructional time as follows:

[€0)] If authorized by a teacher for educational purposes or for use in the event of
an emergency. The governing body may establish parameters to be followed
by a teacher in granting authorizations.

(2)  As required by the student's individualized education program or section 504
(29 U.S.C. § 794) plan.

(3)  As required to manage a student's health care, in accordance with a
documented medical condition.

(d)  The governing body shall establish the consequences for violations of the wireless
communication policy, which may include confiscation of the wireless communication device
and disciplinary measures under the public school unit's Code of Student Conduct.

(e) No later than September 1 of the year in which this section becomes effective, every
public school unit shall send to the Department of Public Instruction a copy of the public school
unit's wireless communication policy. The public school unit shall provide the Department of
Public Instruction with a copy of the wireless communication policy anytime it is changed. No
later than October 1 of each year, the Department of Public Instruction shall report to the Joint
Legislative Education Oversight Committee the number of public school units that are in
compliance with this section and the name of any public school unit which is not in compliance
with this section."

SECTION 7.34.(b) This section applies beginning with the 2025-2026 school year.

P |20 [T |

—h

PUBLIC SCHOOL ENROLLMENT STABILITY FOR MILITARY STUDENTS
SECTION 7.35. G.S. 115C-366(a9) reads as rewritten:

"(a9) A student who is not a domiciliary of a local school administrative unit that resides
with a parent or legal guardian that is on active military duty shall be permitted to register to
enroll in the public schools of that unit by remote means, including electronic means, prior to
commencement of the student's residency in the local school administrative unit #aH-ef-the
fellowingapphy:subject to the following conditions:

(1)  To be eligible to register to enroll prior to becoming a domiciliary, all of the
following conditions must be met:

a A parent or legal guardian is on active military duty and (i) is

transferred or pending transfer pursuant to an official military order to

a military installation or reservation in the State-State or (ii) is
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separating from active duty service within the next 12 months and
intends to establish residency in the State.

&b. Upon request by the local school administrative unit where the student
seeks to register to enroll, a parent or legal guardian provides (i) a copy
of the official military order transferring to a military installation or
reservation located in the State-State or (ii) an official military
document showing an anticipated date of separation. Each local school
administrative unit may determine the document or documents
sufficient to establish an anticipated date of separation so long as the
document required is easily accessible by the parent or legal guardian.

3)c. A parent or legal guardian completes and submits the local school
administrative unit's required enrollment forms and documentation,
except that—proof—ofresideney—and—documentation related to
disciplinary actions pursuant to G.S. 115C-366(a4) shall not be
required until the student transfers into the local school administrative
unit, at which time they shall be required prior to commencing

attendance.
(2)  Once reqgistered to be enrolled, the following apply:
a. A local school administrative unit shall make available to a student

who registers to enroll pursuant to this subsection the same
opportunities available to a student enrolled contemporaneously with
domicilia, such as requesting or applying for school assignment,
registering for courses, and applying for any other programs that
require additional request or application.

A student enrolled pursuant to this subsection may net-attend school

in the Iocal school admmlstratlve unlt until preef—ef—Feadeney—is

|=

admm%a%we—un#the Iater of (|) one year from the parent or qual
guardian's reporting-for-duty or separation date or (ii) the end of the
school year in which the student began attending the school. The
parent or legal guardian shall provide proof of residency before the
expiration of the allotted period of attendance provided in this
sub-subdivision.
If a student begins attending a school pursuant to this subsection in
grade 11 or 12, the local school administrative unit shall extend the
period of attendance allowed under sub-subdivision b. of this
subdivision to allow the student to attend the school through high
school graduation.

Nothing in this subsection shall be construed to curtail a local school administrative unit's
authority pursuant to G.S. 115C-366(a5)."

|©

EXTENDED LEARNING AND INTEGRATED STUDENT SUPPORTS COMPETITIVE

GRANT PROGRAM

SECTION 7.36. Article 16 of Chapter 115C of the General Statutes is amended by
adding a new Part to read:
"Part 7A. Extended Learning and Integrated Student Supports Grant Program.
"8 115C-238.35. Program; purpose.

(a) Program; Purpose. — There is established the Extended Learning and Integrated
Student Supports Grant Program (Program). Nonprofit corporations and nonprofit corporations
working in collaboration with local school administrative units operating relevant programs may
apply for the Program. The purpose of the Program is to fund high-quality, independently
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validated extended learning and integrated student support service programs for at-risk students
that raise standards for student academic outcomes by focusing on the following:

[€0)] Use of an evidence-based model with a proven track record of success.

(2) Inclusion of rigorous, quantitative performance measures to confirm
effectiveness of the program.

3) Deployment of multiple tiered supports in schools to address student barriers
to achievement, such as strategies to improve chronic absenteeism, antisocial
behaviors, academic growth, and enhancement of parent and family
engagement.

(4)  Alignment with State performance measures, student academic goals, and the
North Carolina Standard Course of Study.

(5) Prioritization in programs to integrate clear academic content, in particular,
science, technology, engineering, and mathematics (STEM) learning
opportunities or reading development and proficiency instruction.

(6) Minimization of student class size when providing instruction or instructional
supports and interventions.

(€4 Expansion of student access to high-quality learning activities and academic

support that strengthen student engagement and leverage community-based
resources, which may include organizations that provide mentoring services
and private-sector employer involvement.

(8) Utilization of digital content to expand learning time, when appropriate.

(b)  Program Requirements. — In each year in which sufficient funds are available, the
Department of Public Instruction shall administer the Program in accordance with this Part.

(©) Program Funding. — The Department shall use up to seven million dollars
($7,000,000) from the At-Risk Student Services Alternative School Allotment each fiscal year
to fund the Program. Of the funds used to fund the Program, the Department may use up to two
hundred thousand dollars ($200,000) for each fiscal year for expenses of administering the
Program.

"8 115C-238.36. Awards; eligible uses.

(a) Eligible Uses. — Grants shall be used to award funds for new or existing eligible
programs for at-risk students operated by nonprofit corporations and nonprofit corporations
working in _collaboration with local school administrative units. Programs should focus on
serving (i) at-risk students not performing at grade level as demonstrated by statewide
assessments, (ii) students at risk of dropout, and (iii) students at risk of school displacement due
to suspension or expulsion as a result of antisocial behaviors. Priority consideration shall be given
to applications demonstrating models that focus services and programs in schools that are
identified as low-performing pursuant to G.S. 115C-105.37.

(b)  Awards; Required Match. — Grant participants are eligible to receive grants for up to
two years in an amount of up to five hundred thousand dollars ($500,000) each year. A grant
participant shall provide certification to the Department of Public Instruction that the grants
received under the Program shall be matched on the basis of three dollars ($3.00) in grant funds
for every one dollar ($1.00) in nongrant funds. Matching funds shall not include other State funds.
The Department shall also give priority consideration to an applicant that is a nonprofit
corporation working in partnership with a local school administrative unit resulting in a match
utilizing federal funds under Part A of Title | of the Elementary and Secondary Education Act of
1965, as amended, or Title IV of the Higher Education Act of 1965, as amended, and other federal
or local funds. Matching funds may include in-kind contributions for up to fifty percent (50%)
of the required match.

©) A nonprofit corporation may act as its own fiscal agent for the purposes of this

Program.
"8 115C-238.37. Reporting requirements.
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(a) Recipient Reporting. — No later than July 15 of each year in which a grant recipient
is participating in the Program, the recipient shall report to the Department of Public Instruction
on the expenditure of grant funds and the progress of the Program, including alignment with State
academic standards, data collection for reporting student progress, the source and amount of
matching funds, and other measures, before receiving funding for the next fiscal year. Grant
recipients shall also submit a final report on key performance data, including statewide test
results, attendance rates, graduation rates, and promotion rates, and financial sustainability of the
Program.

(b) Department Reporting. — No later than September 15 of each year of the Program, the
Department of Public Instruction shall report to the Joint Legislative Education Oversight
Committee on the Program, including recommendations regarding effective program models,
standards, and performance measures based on student performance, leveraging of
community-based resources to expand student access to learning activities, academic and
behavioral support services, and potential opportunities for the State to invest in proven models
for future grant programs."

TEACHER APPRENTICESHIP PROGRAM
SECTION 7.37.(a) Article 17D of Chapter 115C of the General Statutes is amended
by adding a new section to read:
"8 115C-269.33. Teacher Apprenticeship Program.
(a) Definitions. — The following definitions shall apply in this section:
(1)  Advanced Teaching Roles unit. — As defined in G.S. 115C-310.3(6).
(2)  Apprentice. — A person who is employed as an apprentice by an apprenticeship
employer and meets all of the following criteria:
Holds a bachelor's degree.
Is eligible to hold or holds one of the following:
1. An emergency license.
A residency license.
A permit to teach issued by the Department in accordance with
rules adopted by the State Board of Education.
C. Submitted a Free Application for Federal Student Aid (FAFSA).
(3)  Apprenticeship employer. — An Advanced Teaching Roles unit that meets all
of the following criteria:

o |

2.
3.

a. Has a reqistered apprenticeship program under requirements
established by the United States Department of Labor.
b. Employs apprentices under the Program.

4) Department. — The Department of Public Instruction.
(5)  Program. — The Teacher Apprenticeship Program.
(6) RFP. — Request for proposals.

(b)  Program Established; Purpose. — There is established the Teacher Apprenticeship
Program as a competitive grant program for the purpose of increasing the number of
professionally licensed teachers in the State and improving teacher competency, student
outcomes, and teacher retention in the State. The Department of Public Instruction shall
administer the Program in collaboration with ApprenticeshipNC as set forth in this section.

©) Request for Proposals. — No later than November 1 of each year, ApprenticeshipNC
shall issue an RFP for the Program. Advanced Teaching Roles units may submit proposals by
January 1 of the following calendar year. Proposals shall include at least the following
information:

(1) A plan to establish a registered teacher apprenticeship program in
collaboration with ApprenticeshipNC, including at least the following
information:
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a. The number of apprentices the unit intends to employ using grant
funds for State-funded salary supplements, State-funded enrollment
expenses, or both.

b. Specific _subject areas and grade levels in the local school
administrative unit with teacher shortages.

(2) A system of supports that would be provided for apprentices, including
qualifications of mentor teachers and a schedule of supervision.

(3)  Alternative sources of funding to support apprenticeships that could be paired
with State funds received under the Program, including federal workforce
development funds.

(4)  An explanation of how the unit would incorporate its registered teacher

apprenticeship program with its advanced teaching roles program to enhance
the learning environment for apprentices.

(5) Strategies to encourage candidates to accept an apprenticeship instead of
directly entering the teacher profession on a Residency License, Emergency
License, or permit to teach.

(d)  Selection of Recipients. — By March 15 of each school year in which proposals are
submitted, ApprenticeshipNC shall review the proposals and select local school administrative
units to participate in the Program, beginning in the subseguent school year. ApprenticeshipNC
shall notify the Department of its selections, and the Department shall allocate funds to the
selected Advanced Teaching Roles units in accordance with subsection (e) of this section.

(e)  Allocation of State Grant Funds. — To the extent funds are appropriated by the General
Assembly for this purpose, the Department shall allocate the funds for grants to apprenticeship
employers based on the number of apprentices the unit intends to employ receiving grant funds
for State-funded salary supplements, State-funded enrollment expenses, or both, up to a
maximum of 10 total apprentices per unit, as follows:

[€9)] Up to seven thousand five hundred dollars ($7,500) per apprentice per year,
plus any additional funds necessary for benefits, to provide salary supplements
for apprentices in accordance subdivision (3) of subsection (f) of this section.

(2) Up to five thousand dollars ($5,000) per apprentice per year for the costs of
enrollment of an apprentice in an institution of higher education in accordance
with subdivision (5) of subsection (f) of this section.

) Program Requirements. — The following minimum requirements shall apply to
apprentices and apprenticeship employers under the Program:

[€9)] Number of apprentices. — An apprenticeship employer shall employ no more
than a maximum of 10 total apprentices who receive grant funds for
State-funded salary supplements, State-funded enrollment expenses, or both.
An _apprenticeship employer may employ additional apprentices receiving
funds for salary supplements or education expenses from other sources.

(2)  Funds for positions. — An apprenticeship employer may employ apprentices
using State funds allotted for teacher assistant positions, with roles and
responsibilities modified to meet the requirements of the Program, or other
available funds.

(3)  Salary supplements. — As follows:

a. An _apprenticeship _employer shall provide the following salary
supplements:
1. For each apprentice, up to a maximum of seven thousand five
hundred dollars ($7,500) per apprentice.
2. For each mentor teacher, up to a maximum of five thousand

dollars ($5,000) per mentor teacher.
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b. An apprenticeship employer may provide a salary supplement for any
other teacher employed by the local school administrative unit who
agrees to become the teacher of record for additional students to
facilitate the operation of the registered apprenticeship program in that
unit, up to a maximum of three thousand dollars ($3,000).

(4) Mentors. — Each apprentice shall work full time in a classroom with a mentor
teacher who is a member of a team of teachers that is led by a teacher with an
advanced teaching role. For purposes of this subdivision, a mentor teacher
may include a classroom excellence teacher as defined in G.S. 115C-310.3(7).

(5) Enrollment costs. — An apprentice shall enroll in or remain enrolled in a
recognized educator preparation program. An apprenticeship employer may
provide up to a maximum of five thousand dollars ($5,000) per apprentice per
year for the costs of enrollment in an institution of higher education. These
funds shall only be used after the apprentice has exhausted all other
scholarships or grants covering the cost of attendance at an institution of
higher education, including federal Pell grants.

(6) Limitations. — An apprentice shall not do any of the following:

a. Serve as the teacher of record for any students.
b. Engage in substitute teaching for more than eight hours per week.
C. Work as an apprentice for more than three years.

(@)  Term. — The Department shall award grant funds to selected Advanced Teaching
Roles units to serve as apprenticeship employers for one or more terms of three years. Prior to
the conclusion of a term, ApprenticeshipNC shall evaluate the success of the Program at the unit
and the compliance of the unit with the requirements of this section. At the conclusion of the
evaluation, ApprenticeshipNC may, in its discretion, renew the apprenticeship employer for an
additional term. Throughout the Program, an apprenticeship employer shall provide any
information or access requested by ApprenticeshipNC to evaluate the registered apprenticeship
program pursuant to this section.

(h) Emergency Position Conversion. — Notwithstanding G.S. 115C-105.25(b), an
apprenticeship employer may convert one position allocated to the unit for classroom teachers to
its dollar equivalent at the salary on the first step of the "A" Teachers Salary Schedule for every
one apprentice employed by the unit who is receiving State grant funds if all of the following are
met:

(1)  The apprentice receiving State grant funds would have been eligible to fill the
vacant position using a residency license, emergency license, or permit to
teach but was instead hired into the apprentice position.

(2)  The funds are only used for one or more of the following purposes in
accordance with the requirements of the Program:

Salary supplements for apprentices.

Salary supplements for mentor teachers.

Costs of enrollment in an institution of higher education.

Salary supplements for teachers identified in sub-subdivision b. of

subdivision (3) of subsection (f) of this section.

(i) Administration. — Of the funds appropriated to the Department of Public Instruction
for the Program for each fiscal year, the Department shall allocate the greater of fifteen percent
(15%) or three hundred thousand dollars ($300,000) to ApprenticeshipNC to do all of the
following in consultation with the Department:

(1)  Outline the duties and responsibilities of apprentices, including on-the-job
training requirements.

|20 o |
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(2)  Collaborate with recognized educator preparation programs to establish
education requirements for apprentices and revise curriculum requirements
for student teaching to include apprenticeships under the Program.

3) Create minimum competencies for apprentices that reflect the progressive
acquisition of ability.

4) Create resources that can be used by apprenticeship employers to select and

()

train mentor teachers, including the responsibilities of a mentor teacher and
background information on teacher apprenticeship programs.

Develop a process to monitor apprentices in their first years of teaching after
successful completion of the Program to evaluate the qualities of teacher
candidates that correlate to successful outcomes and lower teacher turnover

rates.
(6)  Assist apprenticeship employers with the following:
a. Combining State and federal funds to maximize the number of
apprentices in the Program.
b. Complying with applicable State and federal law.

[€4)] Develop a training module for mentor teachers that establishes standards for
mentor teachers under the Program and incorporates, where applicable, any
preexisting standards for mentor teachers.

() Report. — No later than March 15 of each year, ApprenticeshipNC shall report to the
Joint Legislative Education Oversight Committee on the Program, including at least the
following information:

(1)  Theimpact of the Program for each apprenticeship employer on the following:

a. The number of teachers, disaggregated by licensure type.
b. Student outcomes.
C. Teacher retention.

(2)  Successful strategies and best practices used by apprenticeship employers.

(3)  Any barriers to expanding the Program."

SECTION 7.37.(b) G.S. 115C-269.32 is repealed.

SECTION 7.37.(c) Notwithstanding any other provision of law or a provision of the
Committee Report described in Section 43.2 of S.L. 2023-134 to the contrary, of the one million
dollars ($1,000,000) in recurring funds allocated for the Teacher Apprentice Grant Program
pursuant to G.S. 115C-269.32, beginning in the 2025-2026 fiscal year, these funds shall instead
be used for the Teacher Apprenticeship Program established pursuant to subsection (a) of this
section.

SECTION 7.37.(d) This section becomes effective July 1, 2025. ApprenticeshipNC
shall issue the initial request for proposals pursuant to G.S. 115C-269.33, as enacted by
subsection (a) of this section, by November 1, 2025, for applications from local school
administrative units to establish registered teacher apprenticeship programs beginning in the
2026-2027 school year. Notwithstanding G.S. 115C-269.33(j), as enacted by subsection (a) of
this section, ApprenticeshipNC shall provide its initial report on the impact of the Teacher
Apprenticeship Program by March 15, 2027.

REPEAL INTERNSHIP REQUIREMENTS FOR STUDENTS IN ADMINISTRATOR

PREPARATION PROGRAMS

SECTION 7.38.(a) G.S. 115C-270.20(b) reads as rewritten:

"(b)  Administrator Licenses. — The State Board shall establish rules for the issuance of the
following classes of administrator licenses, including required levels of preparation for each
classification:

(1)  Administrator license. — A five-year renewable license issued to an individual
who meets all of the following requirements:
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a. Holds a bachelor's degree.

b. Has successfully completed an approved administrator preparation
program.

C. Has at least four years of experience as a licensed professional
educator.

d. Has submitted a portfolio to the State Board for approval that meets

criteria adopted by the State Board.

@) Provisional assistant principal license. — A one-year license to be employed as
an assistant principal, renewable twice, issued to an employee of a local board
of education if ene-ef-the-foHowingrequirementsis-met:

& Fhe-the local board of education determines there is a demonstrated
need for administrators and the employee enrolls in an approved
administrator preparation program by the end of the first year of
provisional Ilcensure

SECTION 7.38.(b) G.S. 115C-284.1(d) reads as rewritten:
"(d)  Minimum Approval Standards. — At a minimum, the rules established as provided in
subsection (c) of this sectlon shall requwe APPs to meet the foIIowmg reqmrements

(8) Require written agreements between the institution of higher education and a
public school unit to govern their shared responsibility for (i) recruitment and
preparation of school administrators, especially with regard to clinical

experiences, rehluding-the-tnternship—and (ii) a new administrator's success

once employed.

INCREASE STATE MATCH FOR SMALL COUNTY AND LOW-WEALTH SIGNING

BONUS PROGRAM

SECTION 7.39.(a) G.S. 115C-302.8(b) reads as rewritten:

"(b)  Signing Bonus Program. — To the extent funds are provided for this purpose, the
Department of Public Instruction shall establish and administer a signing bonus program for
teachers. Signing bonuses shall be provided each school year to all eligible employees who are
employed by an eligible employer as long as they are matched on the basis of enre-deHar{($1.00}
two dollars ($2.00) in State funds for every one dollar ($1.00) in local funds, up to ene-theusand
doHars{$1,000)-two thousand dollars ($2,000) in State funds."

SECTION 7.39.(b) This section applies beginning with the 2025-2026 school year.

TREASURER TO AWARD GRANTS FROM NEEDS-BASED PUBLIC SCHOOL

CAPITAL FUNDS

SECTION 7.40.(a) Article 38B of Chapter 115C of the General Statutes reads as
rewritten:
"Aurticle 38B.
"Needs-Based Public School Capital Fund.
"§ 115C-546.10. Fund created; purpose; prioritization.

There is created the Needs-Based Public School Capital Fund as an interest-bearing,
nonreverting special fund in the Department of Public Instruction. The State Treasurer shall be
the custodian of the Needs-Based Public School Capital Fund and shall invest its assets in
accordance with the provisions of G.S. 147-69.2 and G.S. 147-69.3. The Department of Puble
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Instruction-State Treasurer shall award grants from the Fund to counties to assist with their
critical public school building capital needs in accordance with the following priorities:
1) Counties designated as development tier one areas.
2 Counties with greater need and less ability to generate sales tax and property
tax revenue.
3 Counties with a high debt-to-tax revenue ratio.
4) The extent to which a project will address critical deficiencies in adequately
serving the current and future student population.
(5) Projects with new construction or complete renovation of existing facilities.
(6) Projects that will consolidate two or more schools into one new facility.
@) Counties that have not received a grant under this Article in the previous three
years.
"§ 115C-546.11. Matching requirement; use of funds; maximum awards; project review.

(d)
the—reasenaleleness—ef—a—prejeet—s—s&e—anel—seepe—A county may |nclude ina grant appllcatron a
minimum grant amount that would enable the project to proceed. A grant application that
proposes to consolidate two or more schools by (i) making additions or renovations at one or
more school facilities and (ii) closing one or more existing school facilities may be submitted
and considered by-the-Department-of-Public-tnastruetion-as a single project. Each application for
a grant under this Article shall be evaluated independent of other grant applications submitted. A
county may not apply for projects that exceed an aggregate amount greater than the maximum
grant award amounts listed in subsection (c) of this section in any single year.

(e) The Department of Public Instruction shall receive all grant applications and
supporting materials to ensure that all eligibility criteria under this section are met. The
Department of Public Instruction shall provide all grant applications and the supporting materials
that meet the requirements under this Article to the Department of State Treasurer for evaluation,
selection, and award of grant funds. Upon the evaluation and selection of the grant recipients, the
Department of State Treasurer shall notify the Department of Public Instruction of the selected
grant recipients and the amount of grant funds awarded to each of the recipients. The Department
of Public Instruction is responsible for disbursing the awarded grant funds to each selected grant
recipient.

) The Department of RPublic-tastruction-State Treasurer shall not award a grant to an
applicant at less than the requested amount or less than the maximum grant amounts listed in
subsection (c) of this section for the purpose of reserving the amount of grant funds available for
other grant applications.

(@) If a county declines or otherwise forfeits a grant awarded under this section, the
Department of State Treasurer shall not award additional grants to that county for 24 months
from the date the grant award was declined or forfeited.

"§ 115C-546.14. Reporting.

€)) On or before April 1 of each year, a grant recipient shall submit to the Department of
Public Instruction and the Department of State Treasurer an annual report for the preceding year
that describes the progress of the project for which the grant was received. The grant recipient
shall submit a final report to the Department of Public Instruction and the Department of State
Treasurer within three months of the completion of the project.

(b) On or before May 1 of each year, the Department of Publictastruction—State
Treasurer in consultatron wrth the Department of Publrc Instructron shall submrt a report to the

Heuse—Appreprhatlens—Gem#Hnee—en—Edueatren—Jmnt Leqrslatrve Educatlon Oversrqht
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Committee and the Fiscal Research Division. The report shall contain at least all of the following
information for the fiscal year:

(1)
)

©)
(4)

Number, description, and geographic distribution of projects awarded.

Total cost of each project and amount supported by the Needs-Based Public
School Capital Fund.

Projections for local school administrative unit capital needs for the next 30
years based upon present conditions and estimated demographic changes.
Any legislative recommendations for improving the Needs-Based Public
School Capital Fund program.™

SECTION 7.40.(b) This section applies beginning with grants awarded for the
2025-2026 fiscal year.

PART VII-A. COMPENSATION OF PUBLIC SCHOOL EMPLOYEES

TEACHER SALARY SCHEDULE

SECTION 7A.1.(a) The following monthly teacher salary schedule shall apply for
each year of the 2025-2027 fiscal biennium to licensed personnel of the public schools who are
classified as teachers. The salary schedule is based on years of teaching experience.

2025-2027 Teacher Monthly Salary Schedule

Years of Experience "A" Teachers
0 $4,151
1 $4,227
2 $4,303
3 $4,379
4 $4,455
5 $4,531
6 $4,629
7 $4,721
8 $4,812
9 $4,905
10 $4,997
11 $5,088
12 $5,180
13 $5,271
14 $5,363
15-24 $5,455
25+ $5,665

SECTION 7A.1.(b) Salary Supplements for Teachers Paid on This Salary Schedule.

(1)

)

(3)

(4)

Page 110

Licensed teachers who have NBPTS certification shall receive a salary
supplement each month of twelve percent (12%) of their monthly salary on
the "A" salary schedule.

Licensed teachers who are classified as "M" teachers shall receive a salary
supplement each month of ten percent (10%) of their monthly salary on the
"A" salary schedule.

Licensed teachers with licensure based on academic preparation at the
six-year degree level shall receive a salary supplement of one hundred
twenty-six dollars ($126.00) per month in addition to the supplement provided
to them as "M" teachers.

Licensed teachers with licensure based on academic preparation at the
doctoral degree level shall receive a salary supplement of two hundred
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fifty-three dollars ($253.00) per month in addition to the supplement provided
to them as "M" teachers.

(5) Certified school nurses shall receive a salary supplement each month of ten
percent (10%) of their monthly salary on the "A" salary schedule.

(6) School counselors who are licensed as counselors at the master's degree level
or higher shall receive a salary supplement each month of one hundred dollars
($100.00).

SECTION 7A.1.(c) For school psychologists, school speech pathologists who are
licensed as speech pathologists at the master's degree level or higher, and school audiologists
who are licensed as audiologists at the master's degree level or higher, the following shall apply:

1) The first step of the salary schedule shall be equivalent to the sixth step of the
"A" salary schedule.

2 These employees shall receive the following salary supplements each month:
a. Ten percent (10%) of their monthly salary, excluding the supplement

provided pursuant to sub-subdivision b. of this subdivision.
b. Three hundred fifty dollars ($350.00).

3) These employees are eligible to receive salary supplements equivalent to those
of teachers for academic preparation at the six-year degree level or the
doctoral degree level.

(4)  The twenty-sixth step of the salary schedule shall be seven and one-half
percent (7.5%) higher than the salary received by these same employees on
the twenty-fifth step of the salary schedule.

SECTION 7A.1.(d) Beginning with the 2014-2015 fiscal year, in lieu of providing
annual longevity payments to teachers paid on the teacher salary schedule, the amounts of those
longevity payments are included in the monthly amounts under the teacher salary schedule.

SECTION 7A.1.(e) A teacher compensated in accordance with this salary schedule
for the 2025-2027 fiscal biennium shall receive an amount equal to the greater of the following:

(1)  The applicable amount on the salary schedule for the applicable school year.

(2 For teachers who were eligible for longevity for the 2013-2014 school year,
the sum of the following:

a. The salary the teacher received in the 2013-2014 school year pursuant
to Section 35.11 of S.L. 2013-360.
b. The longevity that the teacher would have received under the longevity

system in effect for the 2013-2014 school year provided in Section
35.11 of S.L. 2013-360 based on the teacher's current years of service.
C. The annual bonus provided in Section 9.1(e) of S.L. 2014-100.
3) For teachers who were not eligible for longevity for the 2013-2014 school
year, the sum of the salary and annual bonus the teacher received in the
2014-2015 school year pursuant to Section 9.1 of S.L. 2014-100.
SECTION 7A.1.(f) As used in this section, the term “teacher” shall also include
instructional support personnel.

CONSOLIDATED TEACHER BONUS PROGRAM

SECTION 7A.2.(a) Article 20 of Chapter 115C of the General Statutes is amended
by adding the following new section to read:
"8 115C-302.9. Teacher bonuses.

(@ Program. — The State Board of Education shall establish a consolidated teacher bonus
program to reward teacher performance and encourage student learning and improvement. To
attain this goal, to the extent funds are made available for this purpose, the Department of Public
Instruction shall administer bonus pay to qualifying teachers whose salaries are supported from
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State funds in January of each year, based on data from the prior school year, in accordance with

this section.
Definitions. — For purposes of this section, the following definitions shall apply:

()
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(1)

Eligible advanced course teacher. — A teacher of Advanced Placement
courses, International Baccalaureate Diploma Programme courses, or the
Cambridge Advanced International Certificate of Education (AICE) program
who meets the following criteria:
a. Is employed by, or retired having last held a position at, one or more
of the following:
1. A qualifying public school unit.
2. The North Carolina Virtual Public School program.
b. Taught one or more students who received a score listed in subsection
(c) of this section.
Eligible career and technical education (CTE) teacher. — A teacher who meets
the following criteria:

a. Is employed by, or retired having last held a position at, a qualifying
public school unit.
b. Taught one or more students who attained approved industry

certifications or credentials consistent with G.S. 115C-156.2.

Eligible growth teacher. — A teacher who meets at least one of the following

criteria:

a. Is employed by, or retired having last held a position at, a gualifying

public school unit and meets one of the following criteria:

1. Is in the top twenty-five percent (25%) of teachers in the State
according to the EVAAS student growth index score for third
grade reading from the previous school year.

2. Is in the top twenty-five percent (25%) of teachers in the State
according to the EVAAS student growth index score for fourth
or fifth grade reading from the previous school year.

3. Is in the top twenty-five percent (25%) of teachers in the State
according to the EVAAS student growth index score for fourth,
fifth, sixth, seventh, or eighth grade mathematics from the
previous school year.

Is employed by, or retired having last held a position at, a local school

administrative unit and meets one of the following criteria:

1. Is in the top twenty-five percent (25%) of teachers in the
teacher's respective local school administrative unit according

to the EVAAS student growth index score for third grade

reading from the previous school year.

Is in the top twenty-five percent (25%) of teachers in the

teacher's respective local school administrative unit according

to the EVAAS student growth index score for fourth or fifth
grade reading from the previous school year.

Is in the top twenty-five percent (25%) of teachers in the

teacher's respective local school administrative unit according

to the EVAAS student growth index score for fourth, fifth,
sixth, seventh, or eighth grade mathematics from the previous
school year.

Was employed by a local school administrative unit that employed in

the previous school year three or fewer total teachers in that teacher's

grade level as long as the teacher has an EVAAS student growth index

|=

N

|

|©
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score from the previous school year of exceeded expected growth in
one of the following subject areas:
1. Third grade reading.

2. Fourth or fifth grade reading.

3. Fourth, fifth, sixth, seventh, or eighth grade mathematics.

EVAAS. — The Education Value-Added Assessment System.

BE

Predecessor bonus programs. — All of the following:

a.

|=

|©

=

|®

|7

=

The Advanced Placement/International Baccalaureate/Cambridge
AICE Teacher Bonus Program provided in Section 8.8 of S.L.
2016-94, as amended by Section 8.8B of S.L. 2017-57, Section 2.10
of S.L. 2017-97, and Section 8.10 of S.L. 2018-5.

The Industry Certifications and Credentials Teacher Bonus Program
provided in Section 8.9 of S.L. 2016-94, as amended by Section 8.8B
of S.L. 2017-57, Section 2.10 of S.L. 2017-97, and Section 8.10 of
S.L. 2018-5.

The Third Grade Read to Achieve Teacher Bonus Program provided
in Section 8.8C of S.L. 2017-57, as amended by Section 2.10 of S.L.
2017-97 and Section 8.10 of S.L. 2018-5.

The Fourth and Fifth Grade Reading Teacher Bonus Program provided
in Section 8.8D of S.L. 2017-57, as amended by Section 8.11 of S.L.
2018-5.

The Fourth to Eighth Grade Math Teacher Bonus Program provided
in Section 8.8E of S.L. 2017-57, as amended by Section 8.12 of S.L.
2018-5.

Advanced course and CTE Teacher bonuses provided in Section 7A.4
of S.L. 2021-180.

Bonuses for Teachers Based on Student Growth provided in Section
7A.2 of S.L. 2022-74.

The Consolidated Teacher Bonus Program provided in Section 7A.3
of S.L. 2023-134.

(6)  Qualifying public school unit. — Any of the following:

20 o |

A local school administrative unit.

A charter school.

A regional school.

A school providing elementary or secondary instruction operated by
The University of North Carolina under Article 29A of Chapter 116 of
the General Statutes.

(7)  Qualifying teacher. — An eligible teacher who meets one of the following

criteria:

a.

b.

S257-CSNExfap-3 [v.7]

Remains employed teaching in the same qualifying public school unit
or, if an eligible advanced course teacher is only employed by the
North Carolina Virtual Public School program, remains employed
teaching in that program, at least from the school year the data is
collected until January 1 of the corresponding school year that the
bonus is paid.

Retired, between the last day of the school year in which the data is
collected and January 1 of the corresponding school year in which the
bonus is paid, after attaining one of the following:

1. The age of at least 65 with five years of creditable service.
The age of at least 60 with 25 years of creditable service.
Thirty years of creditable service.

2.
3.
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©) Advanced Course Bonuses. — A bonus in the amount of fifty dollars ($50.00) shall be
provided to qualifying advanced course teachers for each student taught in each advanced course
who receives the following score:

[60)] For Advanced Placement courses, a score of three or higher on the College
Board Advanced Placement Examination.

(2) For International Baccalaureate Diploma Programme courses, a score of four
or higher on the International Baccalaureate course examination.

3) For the Cambridge AICE program, a score of "E" or higher on the Cambridge
AICE program examinations.

(d) CTE Bonuses. — For qualifying career and technical education teachers, bonuses shall
be provided in the following amounts:

(1) A bonus in the amount of twenty-five dollars ($25.00) for each student taught
by a teacher who provided instruction in a course that led to the attainment of
an industry certification or credential with a twenty-five dollar ($25.00) value
ranking as determined under subsection (e) of this section.

(2) A bonus in the amount of fifty dollars ($50.00) for each student taught by a
teacher who provided instruction in a course that led to the attainment of an
industry certification or credential with a fifty dollar ($50.00) value ranking
as determined under subsection (e) of this section.

(e) CTE Course Value Ranking. — The Department of Commerce, in consultation with
the State Board, shall assign a value ranking for each industry certification and credential based
on academic rigor and employment value in accordance with this subsection. Fifty percent (50%)
of the ranking shall be based on academic rigor and the remaining fifty percent (50%) on
employment value. Academic rigor and employment value shall be based on the following
elements:

(1)  Academic rigor shall be based on the number of instructional hours, including
work experience or internship hours, required to earn the industry certification
or credential, with extra weight given for coursework that also provides
community college credit.

(2) Employment value shall be based on the entry wage, growth rate in
employment for each occupational category, and average annual openings for
the primary occupation linked with the industry certification or credential.

) Statewide Growth Bonuses. — The Department shall provide bonuses to qualifying
teachers who are eligible teachers under sub-subdivision a. of subdivision (3) of subsection (b)
of this section, as follows:

(1)  The sum of five million dollars ($5,000,000) shall be allocated for bonuses to
eligible teachers under sub-sub-subdivision a.l. of subdivision (3) of
subsection (b) of this section. These funds shall be distributed equally among
gualifying teachers.

(2) A bonus in the amount of two thousand dollars ($2,000) shall be awarded to
each qualifying teacher who is an eligible teacher under sub-sub-subdivision
a.2. of subdivision (3) of subsection (b) of this section.

(3) A bonus in the amount of two thousand dollars ($2,000) shall be awarded to
each qualifying teacher who is an eligible teacher under sub-sub-subdivision
a.3. of subdivision (3) of subsection (b) of this section.

(@)  Local Growth Bonuses. — The Department shall provide bonuses to eligible teachers
under sub-subdivisions b. and c. of subdivision (3) of subsection (b) of this section, as follows:

(1)  The sum of five million dollars ($5,000,000) shall be allocated for bonuses to
eligible EVAAS teachers under sub-sub-subdivisions b.1. and c.1. of
subdivision (3) of subsection (b) of this section. These funds shall be divided
proportionally based on average daily membership in third grade for each
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local school administrative unit and then distributed equally among qualifying
third grade reading teachers in each local school administrative unit.

(2) A bonus in the amount of two thousand dollars ($2,000) shall be awarded to
each qualifying teacher who is an eligible teacher under sub-sub-subdivision
b.2. or c.2. of subdivision (3) of subsection (b) of this section.

(3) A bonus in the amount of two thousand dollars ($2,000) shall be awarded to
each qualifying teacher who is an eligible teacher under sub-sub-subdivision
b.3. or c.3. of subdivision (3) of subsection (b) of this section.

(h) Limitations and Other Criteria. — The following additional limitations and other
criteria shall apply to the program:

[€0)] Bonus funds awarded to a teacher pursuant to subsection (c), subsection (d),
subdivision (1) of subsection (f), and subdivision (1) of subsection (q) of this
section shall not exceed three thousand five hundred dollars ($3,500) per
subsection or subdivision in any given school year.

(2)  Aqgualifying teacher who is an eligible teacher under sub-sub-subdivision a.l.,
b.1., or c.1. of subdivision (3) of subsection (b) of this section may receive a
bonus under both subdivision (1) of subsection (f) and subdivision (1) of
subsection (g) of this section but shall not receive more than seven thousand
dollars ($7,000) pursuant to subdivision (1) of subsection (f) and subdivision
(1) of subsection (qg) of this section in any given school year.

(3)  Aqualifying teacher who is an eligible teacher under sub-sub-subdivision a.2.,
b.2., or c.2. of subdivision (3) of subsection (b) of this section may receive a
bonus under both subdivision (2) of subsection (f) and subdivision (2) of
subsection (g) of this section but shall not receive more than two bonuses
pursuant to subdivision (2) of subsection (f) and subdivision (2) of subsection
(q) of this section in any given school year.

(4)  Aqualifying teacher who is an eligible teacher under sub-sub-subdivision a.3.,
b.3., or c.3. of subdivision (3) of subsection (b) of this section may receive a
bonus under both subdivision (3) of subsection (f) and subdivision (3) of
subsection (g) of this section but shall not receive more than two bonuses
pursuant to subdivision (3) of subsection (f) and subdivision (3) of subsection
(q) of this section in any given school year.

(i) Bonuses Not Compensation. — Bonuses awarded to a teacher pursuant to this section
shall be in addition to any reqular wage or other bonus the teacher receives or is scheduled to
receive. Notwithstanding G.S. 135-1(7a), the bonuses awarded under this section are not
compensation under Article 1 of Chapter 135 of the General Statutes, Retirement System for
Teachers and State Employees.

()} Study and Report. — The State Board of Education shall study the effect of the
program on teacher performance and retention. The State Board shall report the results of its
findings and the amount of bonuses awarded to the President Pro Tempore of the Senate, the
Speaker of the House of Representatives, the Joint Legislative Education Oversight Committee,
and the Fiscal Research Division by March 15 of each year. The report shall include, at a
minimum, the following information:

[€0)] Number of students enrolled and taking examinations in each of the following
categories of courses:

Advanced Placement.

International Baccalaureate Diploma Programme.

Cambridge AICE program.

Courses needed for the attainment of an industry certification or
credential.

20 o |
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(2) Number of students receiving outcomes on examinations resulting in the
award of a bonus for a teacher in each category of courses identified in
subdivision (1) of this subsection.

Number of teachers receiving a bonus in each category of courses identified
in subdivision (1) of this subsection.

The amounts awarded to teachers for each category of courses identified in
subdivision (1) of this subsection.

The type of industry certifications and credentials earned by the students, the
value ranking for each certification and credential, the number of bonuses
earned for each certification or credential, and the total bonus amount awarded
for each certification or credential.

Average bonus amount awarded to each qualifying teacher who is an eligible
teacher under sub-sub-subdivision a.l1., b.1., or c.l. of subdivision (3) of
subsection (b) of this section.

(7)  The percentage of teachers who received a bonus pursuant to this section and
were eligible to receive a bonus for teaching in the same grade level or course
in either or both of the prior two school years pursuant to this section or a
predecessor bonus program.

(8)  The percentage of teachers who received a bonus pursuant to this section and
received a bonus for teaching in the same grade level or course in either or
both of the prior two school years pursuant to this section or a predecessor
bonus program.

(9)  The statistical relationship between a teacher receiving a bonus pursuant to
this section and receiving a bonus for teaching in the same grade level or
course in_one or more prior school years pursuant to this section or a
predecessor bonus program.

(10) The distribution of statewide and local growth bonuses awarded pursuant to
this section as among qualifying public school units and, where applicable,
schools within those units."

SECTION 7A.2.(b) This section applies beginning with bonuses awarded in January

of 2026 based on data from the 2024-2025 school year.

=

=

@

S

SUPPLEMENTAL FUNDS FOR TEACHER COMPENSATION
SECTION 7A.3.(a) Use of Funds. — For each year of the 2025-2027 fiscal biennium,
except as provided in subsection (g) of this section, the State Board of Education shall allocate
funds pursuant to this section to eligible local school administrative units to provide salary
supplements to teachers and qualifying school administrators in those units. Allocation of salary
supplements among teachers and qualifying school administrators within each eligible local
school administrative unit, including whether a teacher or qualifying school administrator
receives a salary supplement and the amount of the supplement provided to that person, shall be
determined in the discretion of the local board of education of the eligible unit, except that no
individual salary supplement shall exceed the per teacher funding amount awarded to that unit
pursuant to subdivision (4) of subsection (c) of this section.
SECTION 7A.3.(b) Definitions. — As used in this section, the following definitions
shall apply:
1) Adjusted market value of taxable real property. — A county's assessed taxable
real property value, using the latest available data published by the
Department of Revenue, divided by the county's sales assessment ratio
determined under G.S. 105-289(h).
2 Composite value. — For each eligible county, the sum of the following:
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©)

(4)

()

(6)

(7)

(8)

(9)

(10)

(11)

(12)

(13)

(14)

(15)

(16)

(17)

a. The taxable real property factor multiplied by sixty-five percent
(65%).

b. The median household income factor multiplied by twenty-five
percent (25%).

C. The effective tax rate factor multiplied by ten percent (10%).

County allocation factor. — For each eligible county, the supplement factor for
that county divided by the sum of all supplement factors for the State.
Effective tax rate. — The actual county tax rate multiplied by the most recent
annual sales assessment ratio for that county.

Effective tax rate factor. — For each eligible county, the effective tax rate for
that county divided by the median effective tax rate in the State.

Eligible county. — A county that has an adjusted market value of taxable real
property of less than seventy billion dollars ($70,000,000,000).

Eligible local school administrative unit. — A local school administrative unit
located in whole or in part in an eligible county.

Eligible school. — A public school that is located in an eligible county and
governed by a local school administrative unit.

Maintenance of effort amount. — For each local school administrative unit in
each fiscal year, the supplant factor multiplied by the total State and non-State
funds expended for salaries for teachers from the fiscal year for which the
most recent salary data are available.

Median household income. — A county's median household income for the
most recent 12 months for which data are available, as that term is used in
G.S. 143B-437.08.

Median household income factor. — For each eligible county, the median
household income in the State divided by the median household income for
that county.

Non-State funds. — Any funds held by a local school administrative unit, other
than nonrecurring federal funds received as a result of legislation enacted by
Congress in response to COVID-19, that are not State funds.

Qualifying school administrator. — Any of the following:

a. Assistant principals paid pursuant to G.S. 115C-285(a)(8).

b. Principals paid pursuant to G.S. 115C-285(a)(8a).

Supplant factor. — For each local school administrative unit in each fiscal year
of the fiscal biennium, the total non-State funds expended for salary
supplements for teachers in the 2020-2021 fiscal year divided by the total
State and non-State funds expended for salaries for teachers in the 2020-2021
fiscal year.

Supplement factor. — For each eligible county, the composite value multiplied
by the number of State-funded teachers employed in a school in the county
that is governed by a local school administrative unit.

Taxable real property factor. — For each eligible county, the median adjusted
market value of taxable real property in the State divided by the adjusted
market value of taxable real property for that county.

Teacher. — Teachers and instructional support personnel.

SECTION 7A.3.(c) Allocation of Funds. — The State Board of Education shall
allocate funds for salary supplements to eligible local school administrative units according to
the following procedure:

1)

County allocation. — For each eligible county, the State Board shall determine
a county allocation by multiplying the county allocation factor for that county
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by the funding amount appropriated pursuant to this section for the applicable
fiscal year.

2 Per teacher funding amount. — For each eligible county, the State Board shall
determine a per teacher funding amount by dividing the county allocation
amounts determined pursuant to subdivision (1) of this subsection by the total
number of State-funded teachers employed in all eligible schools in that
county.

(€)) Unit funding amount. — For each eligible local school administrative unit, the
State Board shall determine the funding amount for that unit based on the per
teacher funding amount or amounts for the eligible county or counties where
the unit is located. For each county with an eligible school governed by the
unit, the State Board shall multiply the applicable per teacher funding amount
for that county determined pursuant to subdivision (2) of this subsection by
the number of State-funded teachers employed in the eligible school in that
county. If the unit is located in multiple eligible counties, the State Board shall
aggregate those amounts.

4) Allocation and funding cap. — The State Board shall allocate the amount
determined pursuant to subdivision (3) of this subsection to each eligible local
school administrative unit for each applicable fiscal year, up to a maximum of
five thousand dollars ($5,000) per State-funded teacher.

SECTION 7A.3.(d) Charter Schools. — Funds appropriated to the Department of

Public Instruction pursuant to this section shall be subject to the allocation of funds for charter
schools described in G.S. 115C-218.105. The General Assembly encourages charter schools
receiving funds pursuant to this section to provide salary supplements to teachers and qualifying
school administrators in the charter school in accordance with the requirements of this section.

SECTION 7A.3.(e) Formula for Distribution of Supplemental Funding Pursuant to
this Section Only. — The formula in this section is solely a basis for distribution of supplemental
funding to eligible local school administrative units and is not intended to reflect any measure of
the adequacy of the educational program or funding for public schools. The formula is also not
intended to reflect any commitment by the General Assembly to appropriate any additional
supplemental funds for eligible local school administrative units.

SECTION 7A.3.(f) Nonsupplant Requirement. — A local school administrative unit
that receives funds under this section shall use those funds to supplement non-State funds
provided for salary supplements for teachers and qualifying school administrators and shall not
use any State funds, including funds received under this section, Section 7A.4 of S.L. 2023-134,
or Section 7A.12 of S.L. 2021-180, to supplant non-State funds provided for salary supplements
for teachers and qualifying school administrators. For purposes of this section, a local school
administrative unit has supplanted non-State funds if the State Board finds that the amount of
non-State funds expended by the unit for salary supplements was less than ninety-five percent
(95%) of the maintenance of effort amount for the local school administrative unit.

SECTION 7A.3.(g) Nonsupplant Enforcement. — The State Board of Education shall
not allocate any funds under this section to a local school administrative unit if it determines that
the unit has supplanted non-State funds in violation of subsection (f) of this section.

SECTION 7A.3.(h) Reports. — No later than April 15 of each year of the 2025-2027
fiscal biennium, the State Board of Education shall report the following information for the
applicable fiscal year to the Joint Legislative Education Oversight Committee and the Fiscal
Research Division:

(1)  Alistof all eligible counties and eligible local school administrative units.

2 Funds allocated to each eligible local school administrative unit.

3) The percentage and amount of teachers and qualifying school administrators
in each eligible local school administrative unit receiving salary supplements.
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4) The average salary supplement amount in each eligible local school
administrative unit.

(5) The range of salary supplement amounts in each eligible local school
administrative unit.

(6) The effect of the salary supplements on the retention of teachers and
qualifying school administrators in eligible local school administrative units.

@) The identity of any local school administrative unit that the State Board
determines has supplanted funds.

PRINCIPAL SALARY SCHEDULE
SECTION 7A.4.(a) The following annual salary schedule for principals shall apply
for each year of the 2025-2027 fiscal biennium, beginning July 1, 2025:
2025-2027 Principal Annual Salary Schedule

Avg. Daily Membership Base Met Growth Exceeded Growth
0-200 $78,764 $86,640 $94,517
201-400 $82,702 $90,972 $99,242
401-700 $86,640 $95,305 $103,969
701-1,000 $90,579 $99,636 $108,695
1,001-1,600 $94,517 $103,969 $113,420
1,601+ $98,454 $108,300 $118,146

A principal's placement on the salary schedule shall be determined according to the
average daily membership of the school supervised by the principal, as described in subsection
(b) of this section, and the school growth scores, calculated pursuant to G.S. 115C-83.15(c), for
each school the principal supervised in one or more prior school years, as described in subsection
(c) of this section, regardless of a break in service, and provided the principal supervised each
school as a principal for at least a majority of the school year, as follows:

1) A principal shall be paid according to the Exceeded Growth column of the
schedule if the school growth scores show the school or schools exceeded
expected growth in at least two of the prior three school years.

(2)  Anprincipal shall be paid according to the Met Growth column of the schedule
if any of the following apply:

a. The school growth scores show the school or schools met expected
growth in at least two of the prior three school years.
b. The school growth scores show the school or schools met expected

growth in at least one of the prior three school years and exceeded
expected growth in one of the prior three school years.
C. The principal supervised a school in at least two of the prior three
school years that was not eligible to receive a school growth score.
3 A principal shall be paid according to the Base column if any of the following

apply:

a. The school growth scores show the school or schools did not meet
expected growth in at least two of the prior three school years.

b. The principal has not supervised any school as a principal for a
majority of the school year in at least two of the prior three school
years.

SECTION 7A.4.(b) For purposes of determining the average daily membership of a
principal's school, the allotted average daily membership for the school for the applicable school
year shall be used. For purposes of this section, the allotted average daily membership of a
principal's school shall include any prekindergarten students in membership at that school.
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SECTION 7A.4.(c) For purposes of determining the school growth scores for each
school the principal supervised in one or more prior school years, the following school growth
scores shall be used during the following time periods:

1) For the first six months of the applicable fiscal year, the school growth scores

from the first, second, and third years.

2 For the second six months of the applicable fiscal year, the school growth
scores from the second, third, and fourth years.

(€)) If a principal does not have a school growth score from any of the school years
identified in this subsection, the most recent available growth scores, up to the
fourth year, shall be used.

SECTION 7A.4.(d) Beginning with the 2017-2018 fiscal year, in lieu of providing
annual longevity payments to principals paid on the principal salary schedule, the amounts of
those longevity payments are included in the annual amounts under the principal salary schedule.

SECTION 7A.4.(e) A principal compensated in accordance with this section for the
2025-2027 fiscal biennium shall receive an amount equal to the greater of the following:

1) The applicable amount on the principal salary schedule for the applicable

fiscal year.

2 For principals who were eligible for longevity in the 2016-2017 fiscal year,
the sum of the following:

a. The salary the principal received in the 2016-2017 fiscal year pursuant
to Section 9.1 or Section 9.2 of S.L. 2016-94.
b. The longevity that the principal would have received as provided for

State employees under the North Carolina Human Resources Act for
the 2016-2017 fiscal year based on the principal's current years of
service.

3) For principals who were not eligible for longevity in the 2016-2017 fiscal
year, the salary the principal received in the 2016-2017 fiscal year pursuant to
Section 9.1 or Section 9.2 of S.L. 2016-94.

SECTION 7A.4.(f) For purposes of this section, the following definitions apply:

1) First year. — The school year immediately preceding the second year.

(2 Fourth year. — The school year immediately preceding the applicable school
year.

3) Second year. — The school year immediately preceding the third year.

4) The applicable fiscal year. — The fiscal year of the 2025-2027 fiscal biennium
in which the principal is employed.

(5) The applicable school year. — The school year of the 2025-2027 fiscal
biennium in which the principal is employed.

(6) Third year. — The school year immediately preceding the fourth year.

BONUSES FOR PRINCIPALS

SECTION 7A.5. Article 19 of Chapter 115C of the General Statutes is amended by
adding the following new section to read:
"8 115C-285.5. Bonuses for principals.

(a) To the extent funds are made available for this purpose, the Department of Public
Instruction shall administer a bonus in each fiscal year to any principal who supervised a school
as a principal for a majority of the previous school year if that school was in the top fifty percent
(50%) of school growth in the State during the previous school year, calculated by the State
Board pursuant to G.S. 115C-83.15(c), as follows:

Principal Bonus Schedule

Statewide Growth Percentage Bonus
Top 5% $15,000
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Top 10% $10,000
Top 15% $5,000
Top 20% $2,500
Top 50% $1,000

A principal shall receive no more than one bonus pursuant to this section. The bonus shall be
paid at the highest amount for which the principal qualifies.

(b)  The bonus awarded pursuant to this section shall be in addition to any regular wage
or other bonus the principal receives or is scheduled to receive.

©) Notwithstanding G.S. 135-1(7a), the bonuses awarded pursuant to this section are not
compensation under Article 1 of Chapter 135 of the General Statutes, Retirement System for
Teachers and State Employees.

(d) It is the intent of the General Assembly that funds provided pursuant to this section
will supplement principal compensation and not supplant local funds.

(e) The bonus provided pursuant to this section shall be paid no later than October 31 of
each year to qualifying principals employed as of October 1 of that year."

ASSISTANT PRINCIPAL SALARIES

SECTION 7A.6.(a) For each year of the 2025-2027 fiscal biennium, beginning July
1, 2025, assistant principals shall receive a monthly salary based on the salary schedule for
teachers who are classified as "A" teachers plus nineteen percent (19%). An assistant principal
shall be placed on the step on the salary schedule that reflects the total number of years of
experience as a certified employee of the public schools. For purposes of this section, an
administrator with a one-year provisional assistant principal's certificate shall be considered
equivalent to an assistant principal.

SECTION 7A.6.(b) Assistant principals with certification based on academic
preparation at the six-year degree level shall be paid a salary supplement of one hundred
twenty-six dollars ($126.00) per month and at the doctoral degree level shall be paid a salary
supplement of two hundred fifty-three dollars ($253.00) per month.

SECTION 7A.6.(c) Beginning with the 2017-2018 fiscal year, in lieu of providing
annual longevity payments to assistant principals on the assistant principal salary schedule, the
amounts of those longevity payments are included in the monthly amounts provided to assistant
principals pursuant to subsection (a) of this section.

SECTION 7A.6.(d) An assistant principal compensated in accordance with this
section for the 2025-2027 fiscal biennium shall receive an amount equal to the greater of the
following:

(1)  The applicable amount on the salary schedule for the applicable year.

(2 For assistant principals who were eligible for longevity in the 2016-2017 fiscal

year, the sum of the following:

a. The salary the assistant principal received in the 2016-2017 fiscal year
pursuant to Section 9.1 or Section 9.2 of S.L. 2016-94.
b. The longevity that the assistant principal would have received as

provided for State employees under the North Carolina Human
Resources Act for the 2016-2017 fiscal year based on the assistant
principal’s current years of service.
3 For assistant principals who were not eligible for longevity in the 2016-2017
fiscal year, the salary the assistant principal received in the 2016-2017 fiscal
year pursuant to Section 9.1 or Section 9.2 of S.L. 2016-94.

CENTRAL OFFICE SALARIES
SECTION 7A.7.(a) For the 2025-2027 fiscal biennium, beginning July 1, 2025, the
annual salary for superintendents, assistant superintendents, associate superintendents,
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directors/coordinators, supervisors, and finance officers whose salaries are supported from State
funds shall be increased by one and one-quarter percent (1.25%).

SECTION 7A.7.(b) The monthly salary maximums that follow apply to assistant
superintendents, associate superintendents, directors/coordinators, supervisors, and finance
officers for the 2025-2027 fiscal biennium, beginning July 1, 2025:

2025-2027 Fiscal Biennium

Maximum
School Administrator | $7,668
School Administrator 11 $8,124
School Administrator I11 $8,608
School Administrator 1V $8,944
School Administrator V $9,302
School Administrator VI $9,853
School Administrator VI $10,247

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 maximums and within funds appropriated by the General Assembly
for central office administrators and superintendents. The category in which an employee is
placed shall be included in the contract of any employee.

SECTION 7A.7..c) The monthly salary maximums that follow apply to
superintendents for each year of the 2025-2027 fiscal biennium, beginning July 1, 2025:

2025-2027 Fiscal Biennium

Maximum
Superintendent | $10,861
Superintendent |1 $11,508
Superintendent 11 $12,200
Superintendent 1V $12,933
Superintendent V $13,710

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

SECTION 7A.7.(d) Longevity pay for superintendents, assistant superintendents,
associate superintendents, directors/coordinators, supervisors, and finance officers shall be as
provided for State employees under the North Carolina Human Resources Act.

SECTION 7A.7.(e) Superintendents, assistant superintendents, associate
superintendents, directors/coordinators, supervisors, and finance officers with certification based
on academic preparation at the six-year degree level shall receive a salary supplement of one
hundred twenty-six dollars ($126.00) per month in addition to the compensation provided
pursuant to this section. Superintendents, assistant superintendents, associate superintendents,
directors/coordinators, supervisors, and finance officers with certification based on academic
preparation at the doctoral degree level shall receive a salary supplement of two hundred
fifty-three dollars ($253.00) per month in addition to the compensation provided for under this
section.

SECTION 7A.7.(f) The State Board of Education shall not permit local school
administrative units to transfer State funds from other funding categories for salaries for public
school central office administrators.

NONCERTIFIED PERSONNEL SALARIES
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SECTION 7A.8. For the 2025-2027 fiscal biennium, beginning July 1, 2025, the
annual salary for noncertified public school employees whose salaries are supported from State
funds shall be increased as follows:

1) For permanent, full-time employees on a 12-month contract, by one and

one-quarter percent (1.25%).

2 For the following employees, by an equitable amount based on the amount

specified in subdivision (1) of this section:

a. Permanent, full-time employees on a contract for fewer than 12
months.

b. Permanent, part-time employees.

C. Temporary and permanent hourly employees.

PART VIII. THE UNIVERSITY OF NORTH CAROLINA SYSTEM

UNC/ESCHEAT FUND FOR STUDENT FINANCIAL AID PROGRAMS
SECTION 8.1.(a) G.S. 116B-7 reads as rewritten:
"8§ 116B-7. Distribution of fund.

@) Fhe-Unless otherwise provided in the Current Operations Appropriations Act, as
defined in G.S. 143C-1-1, the income derived from the investment or deposit of the Escheat Fund
shall be distributed annually on or before August 15 to the State Education Assistance Authority
for grants and loans to aid worthy and needy students who are (i) residents of this State and are
(ii) enrolled in public institutions of higher education in this State. Such grants and loans shall be
made upon terms, consistent with the provisions of the Current Operations Appropriations Act
and this Chapter, pursuant to which the State Education Assistance Authority makes grants and
loans to other students under G.S. 116-201 to 116-209.23, Article 23 of Chapter 116 of the
General Statutes, policies of the Board of Governors of The University of North Carolina
regarding need-based grants for students of The University of North Carolina, and policies of the
State Board of Community Colleges regarding need-based grants for students of the community
colleges. The Authority shall deposit an amount specified in the Current Operations
Appropriations Act from the Escheat Fund into the Scholarship Reserve Fund for Public Colleges
and Universities pursuant to G.S. 116-209.85 each fiscal year to fund the North Carolina
Need-Based Scholarship for Public Colleges and Universities pursuant to Part 5 of Article 23 of
Chapter 116 of the General Statutes.

(@l) Notwithstanding any other provision of this Chapter, if the income derived from the
investment or deposit of the Escheat Fund is less than the amounts referenced in the Current
Operations Appropriations Act, the difference may be taken from the Escheat Fund principal to
reach the appropriations referenced in that act. However, under no circumstances shall the
Escheat Fund principal be reduced below the sum required in G.S. 116B-6(f).

(a2) Exceptas otherwise provided by law, if any funds appropriated from the Escheat Fund
by the Current Operations Appropriations Act for student financial aid remain uncommitted at
the end of a fiscal year, the funds shall be returned to the Escheat Fund.

(b) An amount specified in the Current Operations Appropriations Act shall be
transferred annually from the Escheat Fund to the Board of Governors of The University of North
Carolina to be allocated to the State Education Assistance Authority to partially fund the program
of Scholarships for Children of War Veterans established by Part 2 of Article 14 of Chapter 143B
of the General Statutes. Those funds may be used only for residents of this State who (i) are
worthy and needy as determined by the Department of Military and Veterans Affairs and (ii) are
enrolled in public institutions of higher education of this State.”

SECTION 8.1.(b) G.S. 116-209.18 reads as rewritten:
"8 116-209.18. Powers of Authority to administer student assistance program.
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In order to accomplish the purposes of this Article the Authority is autherized:authorized to
do all of the following:

1) Fo-receive-Receive from the general fund or other sources such sums as the
General Assembly may authorize from time to time for such purposes, and to
receive from any other donor, public or private, such sums as may be made
available, and to cause such sums to be disbursed for the purposes for which
they have been previded;provided.

@) Fo-estabhish-Establish such criteria as the Authority shall deem necessary or
desirable for determining the need of students for grants under this Article, as
opposed to other forms of financial assistance, and for deciding who shall
receive grants:grants.

(3)  Fopreseribe-Prescribe the form and to regulate the submission of applications
for assistance and to prescribe the procedures for considering and approving
such applications:applications.

4) Foprovide-Provide for the making of, and to make, grants under this Article
under such terms and conditions as the Authority shall deem
adwvisable;advisable.

(5) Feo-encourage-Encourage educational institutions to increase the resources
available for financial assistance; to prescribe such formulas for institutional
maintenance of effort as the Authority may determine to be consistent with
the purposes of this Article;Article.

(6) Foeprovide-Provide by contract for the administration of all or any portion of
the student assistance program by nonprofit organizations or corporations,
pursuant to regulations and criteria established by the Autherity;Authority.

@) Fo-serve—Serve, on designation by the Governor, or as may otherwise be
provided by federal law, as the State agency to administer such statewide
programs of student assistance as shall be established from time to time under
federal laws—-andlaw.

(7a)  Except for grants or loans for student financial aid programs where a specific
evaluation is already required in law, conduct periodic evaluations of
expenditures for student financial aid programs administered by the Authority
to determine if allocations are utilized to ensure access to institutions of higher
education and to meet the goals of the respective programs. The Authority
may make recommendations for redistribution of funds for those programs to
the President of The University of North Carolina and the President of the
Community College System regarding their respective student financial aid
programs, who then may authorize redistribution of unutilized funds for a
particular fiscal year.

(8) Fe-have-Have all other powers and authority necessary to carry out the
purposes of the student assistance program, including, without limitation, all
the powers given to the Authority by G.S. 116-204 and by other provisions of
the General Statutes.”

ESTABLISH SCHOOL OF CIVIC LIFE AND LEADERSHIP
SECTION 8.2.(a) Chapter 116 of the General Statutes is amended by adding a new
Acrticle to read:
"Article 31B.
"The School of Civic Life and Leadership.
"8 116-258.1. The School of Civic Life and Leadership established.
(a) For purposes of this Article, the term "the School™ refers to the School of Civic Life
and Leadership established pursuant to subsection (b) of this section.
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(b)  The Board of Trustees of the University of North Carolina at Chapel Hill, in
consultation with the Board of Governors of The University of North Carolina, the Provost of
the University of North Carolina at Chapel Hill, and faculty and administration officials at the
University of North Carolina at Chapel Hill, shall establish the School of Civic Life and
Leadership as a separate reporting unit of the University of North Carolina at Chapel Hill.

"8 116-258.2. Scope.

The School shall do at least the following:

(1) Provide course opportunities for students. Courses may focus on the
development of democratic competencies informed by American history, the
American political tradition, and the study of the great texts and traditions of
Western civilization that form the foundation of the American republic. The
purpose of these courses is to foster public discourse and civil engagement
necessary to promote democracy and benefit society.

(2) Develop programming to address the topics identified in subdivision (1) of
this section and provide resources to students, faculty, and the general public,
as needed.

"8 116-258.3. Faculty.
(a) The Dean of the School shall be appointed by the Chancellor of the University of
North Carolina at Chapel Hill, with the consent of the Board of Trustees of the University of
North Carolina at Chapel Hill. Neither the Chancellor nor the Board of Trustees shall delegate
this responsibility to another party.
(b)  All faculty hired by or appointed to the School shall be subject to the approval of the
Dean of the School.
(©) Faculty members may hold joint or courtesy appointments with other reporting units
of the University of North Carolina at Chapel Hill. All joint and courtesy appointments shall be
made at the discretion of the Dean of the School."”
SECTION 8.2.(b) For the 2025-2026 academic year, the following shall occur:
1) The School of Civic Life and Leadership (the School) shall employ at least 20
faculty members hired from outside the University of North Carolina at
Chapel Hill. These faculty members shall be hired with permanent tenure or
be eligible to receive permanent tenure in accordance with policies adopted
by The Board of Governors of The University of North Carolina and the
University of North Carolina at Chapel Hill.
2) The School shall not employ any additional faculty by joint or courtesy
appointment with other reporting units of the University of North Carolina at
Chapel Hill unless the school has employed at least 20 faculty members hired
from outside the University of North Carolina at Chapel Hill in accordance
with this subsection.
SECTION 8.2.(c) Notwithstanding G.S. 116-30.2, the recurring funds allocated to
the School of Civic Life and Leadership (the School) by this section beginning in the 2025-2026
fiscal year shall be used only to support the School and shall not be redirected for any other
purpose. In addition, these funds shall be used to supplement and not supplant any funds the
School would otherwise receive, including funds received by the School based on enrollment.

SECTION 8.2.(d) No later than November 15, 2026, the Board of Trustees of the
University of North Carolina at Chapel Hill shall report to the Joint Legislative Education
Oversight Committee and the Fiscal Research Division on the progress made toward establishing
the School of Civic Life and Leadership (the School), including at least the following
information:

Q) Courses and other programming provided by the School.

(2) Faculty hired by the School, including the number of faculty members hired
from outside the University of North Carolina at Chapel Hill.
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3) Uses of funds appropriated to the School pursuant to this section.
4 Any other matter the Board deems relevant to the progress of establishing the
School.

FUNDING REDUCTION FOR CERTAIN CENTERS AND INSTITUTES

SECTION 8.3.(a) For each year of the 2025-2027 fiscal biennium, in order to
maximize the receipt of federal funds and improve the quality of research provided in this State,
the Board of Governors of The University of North Carolina shall reduce by at least thirty-three
million six hundred sixty thousand dollars ($33,660,000) the total recurring funds allocated to
the constituent institutions of The University of North Carolina for centers or institutes at those
institutions that are identified by the Board of Governors as low-performing, redundant, failing
to maximize the receipt of federal grant funds, or are otherwise in conflict with federal law, State
law, the policies of the Board of Governors, or the vision and purpose of The University of North
Carolina. These reductions shall not be allocated by the Board of Governors in an
across-the-board method but shall be done in a manner that recognizes the importance of the
academic missions and differences among the identified constituent institutions. As a part of this
process, the Board of Governors shall require the constituent institutions of The University of
North Carolina to evaluate the centers and institutes at those institutions and provide
recommendations to the Board of Governors on reductions that would be appropriate under this
section.

SECTION 8.3.(b) No later than April 1 of each year of the 2025-2027 fiscal
biennium, the Board of Governors of The University of North Carolina shall report on the
implementation of the reductions required in this section for that fiscal year to the Joint
Legislative Education Oversight Committee and the Fiscal Research Division.

REPEAL FUTURE TEACHERS OF NORTH CAROLINA PROGRAM
SECTION 8.4. Part 4B of Article 1 of Chapter 116 of the General Statutes is
repealed.

ACADEMIC PROGRAM REVIEW

SECTION 8.5.(a) For purposes of this section, the term "identified constituent
institution” refers to every constituent institution of The University of North Carolina except the
following:

(1)  The North Carolina School of Science and Mathematics.

(2 The University of North Carolina at Asheville.

3) The University of North Carolina at Greensboro.

SECTION 8.5.(b) No later than June 30, 2026, in order to reduce the recurring funds
appropriated to the Board of Governors of The University of North Carolina in the 2026-2027
fiscal year and allocated to identified constituent institutions by the sum of at least twenty million
dollars ($20,000,000) in accordance with this section, each identified constituent institution, in
collaboration with The University of North Carolina System Office, shall review and reduce or
eliminate academic programs or other curriculum at that institution that are low-performing,
redundant, have insufficient enrollment, produce an insufficient return on investment, or are
otherwise in conflict with the policies of the Board of Governors or the vision and purpose of
The University of North Carolina.

SECTION 8.5.(c) The University of North Carolina System Office shall report on
the implementation of the reductions required in this section for the 2026-2027 fiscal year to the
Joint Legislative Education Oversight Committee and the Fiscal Research Division no later than
April 1, 2027,
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ESTABLISH STANDARDS FOR AGREEMENTS BETWEEN CONSTITUENT
INSTITUTIONS OF THE UNIVERSITY OF NORTH CAROLINA AND LOCAL
SCHOOL ADMINISTRATIVE UNITS FOR THE OPERATION AND
MAINTENANCE OF LABORATORY SCHOOLS

SECTION 8.6. G.S. 116-239.8(b) reads as rewritten:

"(b)  The chancellor shall be the administrative head of a laboratory school approved by
the Subcommittee and shall provide general direction for the establishment and operation of a
laboratory school. The chancellor, with advice and input from the advisory board established in
subdivision (1) of this subsection, shall adopt policies, operating procedures, and the courses of
study to govern the operation of the laboratory school. The chancellor may designate the duties
required by this Article to other personnel as necessary. The chancellor shall also have the
following powers and duties:

(4) Operation—and—maintenance—oftaberatory—sehools—Cost standards for

laboratory schools. — The Board of Governors and the State Board of
Education shall jointly determine standards for establishing the costs to local
school administrative units for providing the facilities and services identified
in this-subdivision-subdivision (4b) of this subsection for the operation and
maintenance of a laboratory school. The standards shall include at least the
lease amount by square foot for facility leases, which shall incorporate the
cost of the outstanding debt service for the facility.

(4a) Memorandum of understanding. — The chancellor and the local school
administrative _unit _shall adopt a memorandum of understanding for the
operation and maintenance of the laboratory school that includes the facilities
and services identified in subdivision (4b) of this subsection. The chancellor
and the local school administrative unit shall review and update the
memorandum at least every three years and any updated memorandum shall
take effect no earlier than the next school year. For any proposal to amend a
term of the memorandum regarding facilities, services, or operations of the
laboratory school, the proposing party shall provide at least six months' notice,
and the amendment shall take effect no earlier than the next school year.

(4b)  Facilities and services. — A local school administrative unit shall provide, at

the laboratory school's request, any of the following facilities and services to

the laboratory sehosl-butthe-costs-of-thosefacthittesand-serveeschargedto
the laboratory school shall not exceed the established standards for

a. Facilities and leases. — Upon request, the local school administrative
unit in which the laboratory school is located shall lease adequate
facilities to the constituent institution for use as a laboratory school.
Unless the laboratory school requests not to include any of the
following, the lease shall include use of or access to any existing
buildings, parking areas, playgrounds, driveways required for ingress
and egress, furniture, classroom space, a cafeteria or multipurpose
room, moveable equipment, appliances, playground materials,
including a library collection, instructional materials, and classroom
and other technology equipment necessary to operate the laboratory
school. The lease term shall be terminated if the laboratory school
ceases operation. Upon request, the local school administrative unit
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shall maintain the facilities and premises of the laboratory school and
keep them in good repair and tenantable condition by providing all
routine custodial services and routine facilities maintenance services,
including routine indoor maintenance, routine mowing, trimming, and
maintenance of exterior landscaping and snow removal, and timely
repair of the facilities and premises. The chancellor is authorized to
execute the lease agreement and memoranda of agreement for the
operation of a laboratory school.

Transportation services. — Upon request, the local school
administrative unit in which the laboratory school is located shall
provide transportation to students who reside in the local school
administrative unit and attend the laboratory school, including any
students who are homeless and require assistance pursuant to 42
U.S.C. § 11301, et seq., the McKinney-Vento Homeless Assistance
Act. The requirement to provide transportation to students residing in
the local school administrative unit shall (i) apply regardless of where
a laboratory school student resides in the unit or how the unit's
transportation policies and practices are applied to other students and
(if) upon request, include providing transportation of students and
personnel for laboratory school extracurricular activities and
educational trips in the same manner as other schools in the unit for
that school year.

Food services.  The laboratory school shall strive to ensure that one

, . litioe  Food
services shall be provided to students of the laboratory school as
follows:

1. Unless the laboratory school agrees in the memorandum of

understanding to administer the National School Lunch

Program as the school food authority for its own students, the

local school administrative unit in which the laboratory school

is located shall administer the National School Lunch Program
as the school food authority for the laboratory school in
accordance with G.S. 115C-264. As part of that process, the
local school administrative unit shall do at least the following:

1. Purchase, prepare, deliver, and serve food and drink for
students in the laboratory school.

1. Engage in any contracts or other actions necessary to
provide these services, including procuring federal
reimbursement funds.

The laboratory school shall strive to ensure that one hundred

percent (100%) muscadine grape juice is made available to

students as part of the school's nutrition program or through the
operation of the school's vending facilities.

Student support services. — Upon request, the local school

administrative unit in which the laboratory school is located shall

provide any of the following student support services for the operation
of the laboratory school, including:

1. Services required by the Department of Public Instruction for
children with disabilities.

N
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2. Children and family support services, including social worker
and school nurse services.
3. Other health services, including dental screenings, vision

screenings, and similar health services that apply to other
students enrolled in the local school administrative unit.

4, Parent involvement coordinator services.

5. School counselor services.

(4c)  Costs of services; reimbursement. — The local school administrative unit may
charge the costs of the facilities and services provided pursuant to subdivision
(4b) of this subsection to the laboratory school. These charges shall not exceed
the standards for determination of costs established pursuant to subdivision
(4) of this subsection. If a local school administrative unit fails to provide any
of the services listed in subdivision (4b) of this subsection, the laboratory
school may provide those services without the support of the local school
administrative unit. In the event a laboratory school provides its own services
pursuant to this subdivision, the laboratory school may charge the local school
administrative unit for the actual costs of those services, even if those services
exceed the standards for determination of costs established pursuant to
subdivision (4) of this subsection, and the local school administrative unit
shall reimburse the laboratory school for those services from non-State funds.

REPEAL MENTORING AND COACHING SUPPORT FUNDS FOR TEACHING
FELLOWS AND THE NORTH CAROLINA EDUCATION ENDOWMENT FUND
SECTION 8.7.(a) G.S. 116-209.62 reads as rewritten:
"8 116-209.62. North Carolina Teaching Fellows Program established; administration.

(© Uses of Monies in the Trust Fund. — The monies in the Trust Fund may be used only
for (i) forgivable loans granted under the Program, (ii) administrative costs associated with the
Program including recrurtment and recovery of funds advanced under the Program, (i)

i)-and (iii) extracurricular
enhancement actrvrtres of the Program in accordance wrth the foIIowrng
1) The Authority shall transfer the greater of six hundred thousand dollars
($600,000) or ten percent (10%) of the available funds from the Trust Fund to
The University of North Carolina System Office at the beginning of each
fiscal year for the Program'’s administrative costs, the salary of the Director of
the Program and other Program staff, expenses of the Commission, and to
provide the Commission with funds to use for the extracurricular enhancement
activities of the Program.
(2)  The Authority may use the greater of two hundred fifty thousand dollars
($250,000) or four percent (4%) of the funds appropriated to the Trust Fund
each fiscal year for admrnrstratrve costs assocrated with the Program.
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() Annual Report. — The Commission, in coordination with the Authority, the
Department of Public Instruction, and the selected educator education programs participating in
the Program shall report no later than January 1, 2019, and annually thereafter, to the Joint
Legislative Education Oversight Committee regarding the following:

3) Selected school outcomes by program mcludmg the following:

a. Turnover rate for forgrvable Ioan graduates—meluémg%he&rmevepra{e

Mgh%ﬂeﬁh@amh%emﬁe&eher%&ppe@regr&mg raduates.

b. Aggregate information on student growth and proficiency as provided
annually by the State Board of Education to the Commission in courses
taught by forgivable loan graduates.

C. Fulfillment rate of forgivable loan graduates.”

SECTION 8.7.(b) Article 32E of Chapter 115C of the General Statutes is repealed.

UNC PLAN TO INCORPORATE POSITION INFORMATION INTO BEACON/HR
PAYROLL SYSTEM

SECTION 8.8. The Board of Governors of The University of North Carolina, in
collaboration with the Office of State Controller and the State Chief Information Officer, shall
develop a plan that incorporates all position and salary information for employees of constituent
institutions of The University of North Carolina, The University of North Carolina System
Office, the State Education Assistance Authority, and any other entity under the purview of the
Board of Governors of The University of North Carolina into the Building Enterprise Access for
North Carolina's Core Operation Needs (BEACON) human resources payroll system. The Board
of Governors shall report the plan to the Joint Legislative Education Oversight Committee and
the Fiscal Research Division no later than April 15, 2026.

LIMIT ADVANCED PLACEMENT TEST FEE EXEMPTION TO STUDENTS
ENROLLED IN THE NORTH CAROLINA SCHOOL OF SCIENCE AND
MATHEMATICS AND THE UNIVERSITY OF NORTH CAROLINA SCHOOL OF
THE ARTS WITH THE GREATEST NEED

SECTION 8.9. G.S. 116-43.30 reads as rewritten:

"8 116-43.30. Advanced Placement courses for secondary school students.
€)) It is the intent of the State to enhance accessibility and encourage secondary school

students to enroll in and successfully complete more rigorous Advanced Placement courses to
enable success in postsecondary education for all students. To attain this goal, to the extent funds
are made available for this purpose, secondary school students with the greatest financial need
who are enrolled in the North Carolina School of Science and Mathematics and the high school
academic program at the University of North Carolina School of the Arts shall be exempt from
paying any fees for registration and administration of examinations for Advanced Placement
courses in which the student is enrolled, regardless of the score the student achieves on an
examination.
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(b) The University of North Carolina System Office shall report annually by December
15 to the Senate Appropriations Committee on Education/Higher Education, the House
Appropriations Committee on Education, the Fiscal Research Division, and the Joint Legislative
Education Oversight Committee on Advanced Placement course information for the North
Carolina School of Science and Mathematics and the high school academic program at the
University of North Carolina School of the Arts. The report shall include, at a minimum, the
following information from the prior fiscal year:

Q) Number of students enrolled in Advanced Placement courses and participating
in Advanced Placement course examinations, including demographic
information by gender and race.

2 Student performance on Advanced Placement course examinations, including
information by course and school.

3) Amount of State funds expended for fees for Advanced Placement courses by
school."”

PERMIT CONSTITUENT INSTITUTIONS OF THE UNIVERSITY OF NORTH
CAROLINA TO PROVIDE DISCOUNTED TUITION TO PERSONS RECEIVING
MILITARY TUITION ASSISTANCE OR PERSONS ENROLLED IN AN
EMPLOYER-SPONSORED FINANCIAL SUPPORT PROGRAM

SECTION 8.10.(a) G.S. 116-143 reads as rewritten:

"8 116-143. State-supported institutions of higher education required to charge tuition and

fees.

(© Inasmuch as the giving of tuition and fee waivers, or especially reduced rates,
represent in effect a variety of scholarship awards, the said practice is hereby prohibited except
when expressly authorized by statute.

v d o v i |

(d1) Notwithstanding subsection (c) of this section, the Board of Governors of The

University of North Carolina may do any of the following:

Q) Personnel. — Provide regulations under which personnel may enroll in The
University of North Carolina free of charge for tuition and fees during the
period of normal employment if the (i) enrollment does not interfere with
normal employment obligations and (ii) enrollments are not counted for the
purpose of receiving General Fund appropriations. Personnel may enroll free
of charge for tuition and fees as follows:

a. A full-time faculty member of the rank of full-time instructor or above
of The University of North Carolina may enroll in not more than three
COUrses per year.

b. A full-time staff member of The University of North Carolina may
enroll in more than three courses per year.
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C. A full-time or part-time campus law enforcement officer may enroll in
the number of courses per year determined by regulation.

(2) Military students. — Allow constituent institutions, in their discretion, to
discount tuition to qualifying military students by an amount of up to the
difference in the maximum amount of military tuition assistance funds the
student receives and the applicable tuition. For purposes of this subdivision, a
gualifying military student is a student who meets the following criteria:

Is a resident for tuition purposes under G.S. 116-143.1.

Receives either (i) federal military tuition assistance funds or (ii)

military tuition assistance funds for members of the North Carolina

National Guard under Article 15 of Chapter 127A of the General

Statutes.

3) Employer sponsorships. — Allow constituent institutions, in their discretion,
to discount tuition to students who are enrolled in an employer-sponsored
financial support program which has been approved by the Board of
Governors of The University of North Carolina. The discount may be up to
the difference in the maximum amount provided by the employer and the
applicable tuition. For purposes of this subdivision, an employer-sponsored
financial support program is a program in which the employer of a student has
committed to provide financial support to the student to offset the costs of
tuition or fees in the student's degree or credential program.

(d2)  No later than February 15 of each year, the Board of Governors of The University of
North Carolina shall report to the Joint Legislative Education Oversight Committee and the Fiscal
Research Division on the discounted tuition provided in the previous academic year pursuant to
subdivisions (2) and (3) of subsection (d1) of this section, including at least the following
information:

(1)  The number of students that receive a discount under subdivisions (2) and (3)
of subsection (d1) of this section.

(2)  The annual financial impact on each constituent institution resulting from the
discounted tuition provided.

o |

SECTION 8.10.(b) This section is effective when it becomes law and applies
beginning with the 2025-2026 academic year.

ADD WINSTON-SALEM STATE UNIVERSITY TO CHEATHAM-WHITE

SCHOLARSHIP

SECTION 8.11.(a) Article 35 of Chapter 116 of the General Statutes reads as
rewritten:
"Article 35.
"Cheatham-White Scholarships.

"8 116-290. Cheatham-White Scholarships; establishment and purpose; benefits.

€)) Scholarships Established; Purpose. — The Cheatham-White Scholarships are
established as a merit scholarship program at North Carolina Agricultural and Technical State
University—University, Winston-Salem State University, and at North Carolina Central
University. The purpose of the scholarships is to provide an outstanding educational experience
for students who are exceptional scholars, versatile and well-rounded individuals with a broad
range of interests, and who are accomplished and proficient in areas of both the arts and the
sciences. They must also demonstrate leadership potential and a strong commitment to service.

(© Number of Scholarships Awarded. — Up to 50-150 scholarships, 46-including at least
120 for resident students and 0-no more than 30 for nonresident students, may be awarded each
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academic year to students admitted to North Carolina Agricultural and Technical State
University. Up to 50 scholarships, including at least 40 for resident students and no more than 10
for _nonresident students, may be awarded each academic year to students admitted to
Winston-Salem State University. Up to 56-100 scholarships, 46-including at least 80 for resident
students and £6-no more than 20 for nonresident students, may be awarded each academic year
to students admitted to North Carolina Central University.

"8 116-292. Cheatham-White Scholarships; eligibility and selection criteria.
@ Eligibility. — To be eligible to be nominated as a potential candidate for a
Cheatham-White Scholarship, a person must satisfy all of the following criteria:
1) Be a competitive applicant for admission as a freshman in the fall semester
into a baccalaureate program at either—North Carolina Agricultural and
Technical State University-University, Winston-Salem State University, or
North Carolina Central University.
2 Be a United States citizen or permanent resident.
3) Be on course to graduate from high school in the spring semester prior to
college admission.
(b) Selection Criteria. — Candidates for Cheatham-White Scholarships shall be selected
on the basis of academic merit, honorable character, outstanding leadership potential, and a
demonstrable commitment to service. Financial need shall not be a consideration.

"8 116-294. Cheatham-White Scholarships; administration of scholarships.

The University of North Carolina System Office shall administer the Cheatham-White
Scholarships, in consultation and collaboration with North Carolina Agricultural and Technical
State University—University, Winston-Salem State University, and North Carolina Central
University, pursuant to policies adopted by the Board of Trustees of beth-constituent-tnstitutions:
each constituent institution. As part of its administrative responsibilities, The University of North
Carolina System Office, in consultation and collaboration with North Carolina Agricultural and
Technical State Yniversity-University, Winston-Salem State University, and North Carolina
Central University, shall do all of the following:

SECTION 8.11.(b) This section is effective when it becomes law and applies
beginning with the award of scholarship funds in the 2026-2027 academic year so that students
may be nominated for receipt of the scholarship at Winston-Salem State University during the
2025-2026 academic year.

REVISE POWERS AND DUTIES OF THE NORTH CAROLINA COLLABORATORY
SECTION 8.12.(a) G.S. 116-255 reads as rewritten:
"8 116-255. The North Carolina Collaboratory established.

(b) Duties and Powers. — The Collaboratory shall do at least the following within the
funds available:

3) Support  research pregrams—and development programs, research
administration capacity building, and intra- and inter-campus collaborations
at institutions of higher education, particularly institutions identified as
historically minority-serving institutions, within the Collaboratory's areas of
focus and expertise.

4 Identify, pursue, and support research and development opportunities through
technology research and development, including, but not limited to, funding
opportunities and partnerships between institutions of higher education,

S257-CSNExfap-3 [v.7] Senate Bill 257 Page 133



O©ooO~NOoO ol WwWN -

General Assembly Of North Carolina Session 2025

(©)

the Collaboratory:

Page 134

©)

(7)

government agencies, nonprofit organizations, and both private and public
businesses._As part of this process, the Collaboratory may (i) identify,
develop, execute, and support academic partnerships with State agencies
whenever feasible and (ii) offer applicable resources.

Maintain-an-entnereporting-portal—n-partnership-with-Assist the Office of
State Fire Marshal-Marshal in the maintenance of the online reporting portal

on the storage and deployment of Aqueous Film-Forming Foams (AFFF) as
required by G.S. 58-82B-10.

Teach and train students-and-facutty-students, staff, faculty, and postdoctoral
researchers to engage in and administer neutral and unbiased research and
advice on science policy through (i) informal workshops and similar events
and (ii) formal development and delivery of eurricubm-curriculum or other
information.

Funding Conditions and Restrictions. — The following applies to funding received by

@

(3)

(4)

™

(8)

Funds appropriated by the General Assembly and used by the Collaboratory
may not be used for indirect overhead costs at (i) an institution or (ii) an entity
partnering with and funded by the Collaboratory.

For research or investigations that need to be carried out expeditiously in
response to a project, opportunity, or a legislative mandate, the provisions of
Articles 3, 3A, 3B, 3C, 3D, and 8C of Chapter 143 of the General Statutes,
G.S. 143-129, and G.S. 116-31.10 shall not apply to the Collaboratory for the
purchase of apparatus, supplies, material, services, capital improvements, or
equipment in projects addressing anr-emerging-or-immediate-threat-to-either (i)
a_perceived, potential, or real concern regarding public health, safety, or
welfare—welfare or (ii) a time-sensitive opportunity that has the potential to
benefit the State. This subdivision shall apply only when at least fifty percent
(50%) of the total funding for a project was provided by the Collaboratory.
For each project that utilizes this exemption, the Collaboratory shall provide
a justification in writing and make this document available on its website for
the duration of the project.

All units of State and local government shall cooperate and assist the
Collaboratory with its research program by providing reasenable-access to at
least the following:

a. Infrastructure.
b. Personnel.
C. Data.

The Collaboratory may negotiate or impose data-use,-data-management,-data

use and data management terms and conditions for projects funded by the
Collaboratory and revenue sharing requirements for intellectual property
developed through its research awards using State funds, including, but not
limited to, contractual terms that provide for gross revenue distribution to the
General Fund and the Collaboratory for future research and development
projects.

Funds-To the extent permitted under federal law, funds appropriated by the
General Assembly from any source of funds to the Collaboratory (i) shall not
revert to-the-General-Fund-but shall remain available until expended and (ii)

Senate Bill 257 S257-CSNExfap-3 [v.7]



O©ooO~NOoO ol WwWN -

General Assembly Of North Carolina Session 2025

9

(10)

shall not apply to the carryforward limitation imposed on constituent
institutions of The University of North Carolina by G.S. 116-30.3.

A nonprofit corporation may provide funds directly to the Collaboratory,
including grant funds, if the funds are provided (i) as a donation or (ii) for
research projects to be conducted at one or more constituent institutions of
The University of North Carolina in which the Collaboratory provides those
funds to support research at the constituent institution. If the nonprofit
corporation provides the funds as a grant to the Collaboratory, the
Collaboratory may manage the grant and determine the terms and conditions
of the grant and related subawards associated with the grant, including rates,
if any, of indirect overhead related to those funds.

If a project or study of the Collaboratory includes records associated with any

(11)

of the following, then all records associated with that project or study are not
public records, as that term is defined in G.S. 132-1.

a. Specific_engineering, vulnerability, or detailed design information
about proposed or existing critical infrastructure, as described in
G.S. 132-1.7(a)(5).

Vulnerability and risk assessments, as described in G.S. 132-1.7(b).
Information relating to the construction, renovation, or repair of public
buildings and infrastructure facilities, as described in G.S. 132-1.7(c).
In extraordinary circumstances and only after consultation with the chair or

1=

chairs of the Joint Legislative Commission on Governmental Operations, the
Collaboratory may repurpose funds appropriated to the Collaboratory for
research to be used instead for apparatuses, supplies, materials, services,
capital improvements, equipment, or personnel that support projects of the
Collaboratory involving (i) a perceived, potential, or real concern regarding
public health, safety, or welfare or (ii) a time-sensitive opportunity that has
the potential to benefit the State. If the Collaboratory repurposes any funds
pursuant to this subdivision, the Collaboratory shall provide a justification in
writing to the chair or chairs of the Joint Legislative Commission on
Governmental Operations and publish that document on its website for at least
the duration of the project in which the funds are used."

SECTION 8.12.(b) G.S. 116-256 reads as rewritten:
"8 116-256. Annual report.

By DBeecember1-January 1 of each year, the Collaboratory shall report to the Joint Legislative
Oversight Committee on Agriculture and Natural and Economic Resources, the Joint Legislative
Oversight Committee on Health and Human Services, and the Joint Legislative Education
Oversight Committee on its activities in the prior fiscal year and any legislative
recommendations.”

SECTION 8.12.(c) G.S. 58-82B-10 reads as rewritten:
"8 58-82B-10. Duties of Office of the State Fire Marshal.
The Office of the State Fire Marshal (OSFM) shall do all of the following:

@

. I i Il | blished und < r
the-development-of-Develop and maintain, with the assistance of the North
Carolina Collaboratory established under G.S. 116-255, an online reporting
portal for fire departments operated, regulated, or managed by one or more
units of State and local government, including those located at or serving
public airports, with the requirements of this Article.
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SECTION 8.12.(d) Subsection (i) of Section 8.10 of S.L. 2021-180 reads as
rewritten:

"SECTION 8.10.(i) Fhe-Collaboratory-in-partnership-with-the-The Office of the State Fire
Marshal {6SFM)-(OSEM), in partnership with the Collaboratory and any unit of State and local
government deemed relevant by the-Cellaberatery-OSFM, shall develop and maintain the online
reporting portal as required by G.S. 58-82B-10, as enacted by subsection (h) of this section, and
G.S. 116-255(b)(6), as enacted by Section 8.8 of this act. The portal shall consist of an online
reporting tool and related database that captures the storage and deployment of Aqueous
Film-Forming Foams (AFFF) by fire departments in the State that are operated, managed, or
overseen by units of local government, including those located at or serving public airports. The
reporting tool shall be easily accessible to firefighters and fire department personnel to upload
the data. The required inventory data shall include, at a minimum, the following:

ESTABLISH OFFICE OF LEARNING RESEARCH

SECTION 8.13.(a) Article 31A of Chapter 116 of the General Statutes is amended
by adding the following new section to read:
"8 116-257. Office of Learning Research.

(a) Office of Learning Research Established. — There is established the Office of
Learning Research (OLR) to identify and evaluate the efficacy and efficiency of programs,
activities, initiatives, procedures, and any other factors related to elementary and secondary
education in the State. The OLR shall be housed within the Collaboratory.

(b) Funding and Duties of the OLR. — Funding allocated to the Collaboratory for the OLR
shall be administered by the Collaboratory pursuant to the provisions of G.S. 116-255(c). These
funds shall be used to do at least the following:

(1)  Provide information and support needed by elementary and secondary public
schools, university leaders, and elected officials to make evidence-based
decisions.

(2)  Collaborate with constituent institutions of The University of North Carolina
and other stakeholders to implement innovative policies and programs to
accelerate learning for all students.

(3)  Work with external research resources and partners to evaluate local, State,
and federal programs in order to establish metrics and assess return on
investment.

(4)  Support the operations of the OLR.

(c)  Access to Information. — All units of State and local government, including the State
Board of Education, the Department of Public Instruction, and public school units, shall provide
access to the OLR to records, data, processes, personnel, and any other information deemed
relevant by the Collaboratory to carry out its duties pursuant to G.S. 116-255(b). The access
provided to the Collaboratory pursuant to this subsection shall be in addition to any access
provided related to funding received by the Collaboratory under G.S. 116-255(c)."

SECTION 8.13.(b) Section 2A.8 of S.L. 2024-57 reads as rewritten:

"SECTION 2A.8.(a) OLREstablished—OLR Funds. — There is appropriated from the
General Fund to the Board of Governors of The University of North Carolina the sum of one
million five hundred thousand dollars ($1,500,000) in recurring funds for the 2024-2025 fiscal
year to be allocated to the North Carolina Collaboratory to establish-and-operate the Office of

Learnlng Research (OLR) beglnnmg in the 2024 2025 flscal year Jheqeumes&ef—glzR—ls%
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"SECTION 2A.8.(e) Report. — No later than July 1, 2025, the Collaboratory shall report to
the Joint Legislative Education Oversight Committee on the progress made in establishing and

operatlng the OLR pursuant to thls sectlon —Fepeaeh—ﬁseal—year—QLR—rs—m—epemHen—the

SECTION 8.13.(c) This section is effective when it becomes law.

NORTH CAROLINA COLLABORATORY MAY USE CYANOBACTERIAL ALGAL
BLOOM TREATMENT PILOT PROJECT FUNDS FOR OTHER RESEARCH
PROJECTS

SECTION 8.14.(a) Section 8.18(c) of S.L. 2021-180 reads as rewritten:
"SECTION 8.18.(c) The nonrecurring funds appropriated in this act for the 2021-2022 fiscal
year to the Board of Governors of The University of North Carolina and allocated to the

Collaboratory for the study of a cyanobacterial algal bloom treatment provided in subsection (b)

of this section shall not revert to the General Fund at the end of the 2021-2022 fiscal year but

shall remain available until expended._If these funds are not fully expended after the

Collaboratory completes the evaluation required by this section, the Collaboratory may in its

discretion use these funds for other research projects related to the study, analysis, and

improvement of surface water quality in the State, including research projects related to
nutrient-impaired coastal waters."
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SECTION 8.14.(b) This section is effective when it becomes law.

UNIVERSITY OF NORTH CAROLINA SYSTEM FACULTY REALIGNMENT
INCENTIVE PROGRAM
SECTION 8.15. Part 1 of Article 1 of Chapter 116 of the General Statutes is amended
by adding the following new section to read:
"8 116-17.4. Faculty Realignment Incentive Program.
(@ For purposes of this section, the following definitions shall apply:

[€0)] Identified faculty member. — A full-time, tenured faculty member employed
by a constituent institution of The University of North Carolina who meets all
of the following criteria:

a. Is at least 55 years of age.
b. Meets either of the following criteria:
1. Is eligible to commence retirement with an early or service
retirement allowance under the Teachers' and State Employees'
Retirement System (TSERS).

2. Is vested in the Optional Retirement Program (ORP) for The
University of North Carolina.
C. Does not receive disability or workers' compensation benefits.

(2)  Program. — The Faculty Realignment Incentive Program established pursuant
to this section.

(b)  There is established the Faculty Realignment Incentive Program to authorize the
Board of Governors of The University of North Carolina to permit constituent institutions of The
University of North Carolina to award severance payments to identified faculty members to
provide long-term cost-savings and improved operational efficiencies for The University of
North Carolina. To the extent funds are made available for this purpose, funds for the Program
shall be distributed among constituent institutions based on criteria established by the President
of The University of North Carolina. The Program shall meet at least the following requirements:

(1)  Anidentified faculty member shall be selected to receive a payment under the
Program in the discretion of the constituent institution where the identified
faculty member is employed.

(2)  Severance payments shall be equivalent to the identified faculty member's
base salary from the prior academic year.

(3)  Severance payments shall be exempt from payroll deductions for retirement
contributions and shall not be considered compensation for purposes of the
supplemental plans administered by The University of North Carolina or plans
administered by the Supplemental Retirement Board of Trustees under
G.S. 135-96.

4 If an identified faculty member does not qualify for the full employer premium
contribution for retiree health coverage provided under TSERS or ORP, then
the constituent institution where the identified faculty member is employed
may provide the faculty member, in addition to a severance payment, an
amount _equivalent to 12 months of the full employer contribution to the
employee health insurance premium.

©) December 1 of each year, the Board of Governors shall report at least the following
information on the Program to the Joint Legislative Education Oversight Committee and the
Fiscal Research Division, disaggregated by constituent institution:

(1)  The number of identified faculty members that received funds under the

Program.
(2)  The total amount paid out by the Program."
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REVISE DEADLINE FOR UNC REPORT ON STATE BUDGET ALLOCATIONS AND
POLICIES

SECTION 8.16. G.S. 116-11(9b) reads as rewritten:

"(9b) The Board of Governors shall report by February-1-March 1 of each year to
the Joint Legislative Education Oversight Committee, the Senate
Appropriations Committee on Education/Higher Education, the House of
Representatives Appropriations Subcommittee on Education, and the Fiscal
Research Division on the actions and adjustments necessary to its budgetary
policies, regulations, and standards resulting from the Current Operations
Appropriations Act for the administration and operation of The University of
North Carolina and the distribution of State and federal funds to constituent
institutions. The report shall include at least the following information for
each constituent institution:

a. Guidelines related to State salaries of University of North Carolina
employees, including range, median, and mean of faculty salaries at
the institution.

b. Budget allocations and reductions, including for operating expenses
and specific programs.

C. Distribution of additional State allocations for enrollment funding.

d. Use of State funds and budget flexibility.

e. Availability of federal funds.

f. Tuition and fees.

g. Composition of the student population at the institution, including

headcount enrollment and full-time student enrollment for both
undergraduate and graduate students, and aggregate data on residency
status, median household income, gender, race, and ethnicity.

h. Student retention and graduation rates.

I Postsecondary educational attainment rate at the institution, including

comparison to statewide data.

A comparison to prior fiscal year expenditures and appropriations.

The total amount of mandatory student fee revenue collected by

institution and fee type.

I Any source of student auxiliary revenue that represents greater than
ten percent (10%) of the overall student auxiliary revenue by
institution and revenue type.

m. Any source of sales revenue that represents greater than ten percent
(10%) of the overall sales revenue by institution and sales revenue

type."

ot

CONSTRUCTION MANAGEMENT CAPACITY FLEXIBILITY
SECTION 8.17.(a) G.S. 143C-4-3.1 is amended by adding a new subsection to read:
"(el) Notwithstanding any other provision of law, for any project with a total project
authorization from the Fund that exceeds twenty million dollars ($20,000,000), a low-capacity
institution may use up to one percent (1%) of the total project authorization to support additional
project management capacity provided through (i) time-limited employees of the constituent
institution or (ii) a non-State third party. The low-capacity institution shall not use the flexibility
to supplant funding for existing employees. For the purposes of this subsection, a low-capacity
institution is a constituent institution of The University of North Carolina with a full-time
equivalent enrollment of less than 10,000 students in the fiscal year preceding authorization of
the project by State law."
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SECTION 8.17.(b) This section is effective when it becomes law and applies to
contracts executed on or after that date.

CARRYFORWARD UNC ENROLLMENT LOSS MITIGATION FUNDS
SECTION 8.18.(a) Section 2A.4 of S.L. 2024-57 reads as rewritten:
"SECTHON2A4-SECTION 2A.4.(a) There is appropriated from the General Fund to the
Board of Governors of The University of North Carolina for the 2024-2025 fiscal year the sum
of seven million eight hundred thirty-seven thousand six hundred forty-six dollars ($7,837,646)
in nonrecurring funds to be allocated to offset enrollment-related funding losses experienced by
certain constituent institutions of The University of North Carolina, as follows:

Allocation Constituent Institution

$1,364,971 East Carolina University

$1,500,000 University of North Carolina at Asheville
$19,687 University of North Carolina at Greensboro
$3,701,653 University of North Carolina at Pembroke
$1,251,335 Winston-Salem State University

"SECTION 2A.4.(b) These funds shall not revert at the end of the 2024-2025 fiscal year but
shall remain available until the end of the 2025-2026 fiscal year."
SECTION 8.18.(b) This section becomes effective June 30, 2025.

INCREASE NC PROMISE TUITION FOR NONRESIDENTS

SECTION 8.19.(a) G.S. 116-143.11(a) reads as rewritten:

"(@) The NC Promise Tuition Plan shall be established and implemented as provided by
this section. Notwithstanding G.S. 116-143 and G.S. 116-11(7), the Board of Governors of The
University of North Carolina shall set the rate of undergraduate tuition for Elizabeth City State
University, the University of North Carolina at Pembroke, Fayetteville State University, and
Western Carolina University as follows: the rate of tuition for students deemed to be North
Carolina residents for purposes of tuition shall be five hundred dollars ($500.00) per academic
semester and the rate of tuition for nonresident students shall be twe-theusand-five-hundred
doHars{$2,500)-three thousand dollars ($3,000) per academic semester."

SECTION 8.19.(b) This section applies beginning in the 2026-2027 academic year
to nonresident students matriculating at NC Promise institutions. Any nonresident student
enrolled in the 2025-2026 academic year at an NC Promise institution who remains continuously
enrolled in that institution shall continue to receive a rate of tuition of two thousand five hundred
dollars ($2,500) per academic semester.

SECTION 8.19.(c) For purposes of this section, the term "NC Promise institution™
refers to Elizabeth City State University, the University of North Carolina at Pembroke,
Fayetteville State University, and Western Carolina University.

INSTITUTIONAL PERFORMANCE ACCOUNTABILITY AND FUNDING

SECTION 8.20.(a) Implementation of Accountability Measures and Performance
Standards. — For the 2025-2027 fiscal biennium, the Board of Governors of The University of
North Carolina shall adopt and implement a system of accountability measures and performance
standards for the constituent institutions of The University of North Carolina.

SECTION 8.20.(b) Recognition of Successful Institutional Performance. — Of the
nonrecurring funds appropriated in this act for each fiscal year of the 2025-2027 fiscal biennium
to the Board of Governors of The University of North Carolina for performance funding, the
Board may allocate the funds among constituent institutions based on an evaluation of the
performance of each institution conducted in accordance with the system of accountability
measures and performance standards adopted pursuant to subsection (a) of this section. The
evaluation shall include at least the following components:
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1) Performance change, based on the rate of student success at a constituent
institution as compared to the baseline or goal rate of student success for that
constituent institution.

2 Institutional impact, based on the number of students at a constituent
institution who graduate with a degree.

SECTION 8.20.(c) Institutional Support. — In addition to the nonrecurring funds
appropriated in this act for each fiscal year of the 2025-2027 fiscal biennium to the Board of
Governors of The University of North Carolina for performance funding, the Board of Governors
may allocate additional available funds to specific constituent institutions that require targeted
support to increase performance or adapt to significant enrollment changes. Funds allocated to
an institution pursuant to this subsection may be used to support strategies at the constituent
institution to improve institutional performance.

EXPEDITED TEACHER PIPELINE PATHWAY STUDY

SECTION 8.21. No later than February 15, 2026, the Board of Governors of The
University of North Carolina, in collaboration with the State Board of Community Colleges, shall
report to the Joint Legislative Education Oversight Committee on a plan for an expedited pathway
for North Carolina high school students to enter the teaching profession. The plan shall include
at least the following components:

1) Options for an accelerated transition pathway that allows high school students
to earn college credits leading to a teaching license while participating in
structured, paid, or other experiential learning in the classroom, including
applicable program design and sequencing components needed to achieve that
goal.

2 Maximize usage and transferability of at least the following coursework
completion opportunities:

a. College transfer pathways provided through the Career and College
Promise Program that support entry into a recognized educator
preparation program.

b. Community college coursework leading to completion of an associate
degree related to teacher preparation.

C. Online or asynchronous coursework provided at a constituent
institution of The University of North Carolina leading to a bachelor's
degree.

d. Enrollment in an associate degree program or a bachelor's degree

program while serving (i) as a full-time employee in a public school
unit and (ii) as a teacher assistant or apprentice in a registered
apprenticeship program pursuant to G.S. 115C-269.33, as enacted by
Section 7.37 of this act.

3) Any legislative changes or appropriations needed to implement the plan.

UNC STUDY INCREASING NCSSM MORGANTON SIZE

SECTION 8.22.(a) No later than February 15, 2026, the Board of Governors of The
University of North Carolina, in consultation with the Chancellor of the North Carolina School
of Science and Mathematics, shall study the feasibility of increasing the size of the Morganton
campus of the North Carolina School of Science and Mathematics (NCSSM-Morganton),
develop a plan to accommodate at least twice as many enrolled students at NCSSM-Morganton,
and report the plan to the Joint Legislative Education Oversight Committee. At a minimum, the
plan shall include the following information:
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1)

)

An analysis of the number of students with excellent academic records who
apply to the North Carolina School of Science and Mathematics but are not
accepted because of lack of physical space or other resources.

Resources needed to accommodate additional students and associated costs,
including at least the following:

a.
b.
C.
d.

Improvements to physical spaces, including residence halls.
Additional faculty and staff.

Instructional materials.

Other costs, as determined by the Board of Governors.

SECTION 8.22.(b) This section is effective when it becomes law.

PROTECT CAMPUS SURVIVOR'S ACT

SECTION 8.23.(a) G.S. 116-43.17 reads as rewritten:

"8 116-43.17. Confidentiality of research-datarecordsand-information-of aproprietary
pature-certain records.

Definitions. — The following definitions shall apply in this section:

Personally identifiable information. — Any of the following information:

@
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The name of a student.

The name of the parent or other family member of a student.

The address of a student or the student's family.

Any personal identifier for a student, including social security number,
student number, or biometric record.

Any indirect identifier for a student, including date of birth, place of
birth, or mother's maiden name.

Any other information, alone or in_combination, that is linked or
linkable to a specific student and that would allow a reasonable person
in the community of the public institution of higher education where
the student attends, who does not have personal knowledge of the
relevant circumstances, to identify the student with reasonable
certainty.

Any information requested by a person who the public institution of
higher education reasonably believes knows the identity of the student
to whom the information relates.

Personally identifiable student disciplinary records. — Any records, including

materials that are described in G.S. 132-1(a), that meet all of the following

criteria:

a.

19 =

Are made, received, or maintained by a public institution of higher
education.

Contain personally identifiable information of or about a student.

Are related to a complaint, investigation, or resolution of an alleged
violation of or noncompliance with the disciplinary or conduct rules
or other policy of a public institution of higher education.

Public institution of higher education. — Any of the following:

o |

[=¥ig

The University of North Carolina.

A constituent institution of The University of North Carolina, as
defined in G.S. 116-2(4), that is an institution of higher education.
The Community Colleges System Office, as defined in G.S. 115D-3.
A community college, as defined in G.S. 115D-2(2).

Student — Any individual (i) who attends or has attended a public institution

of higher education and (ii) about whom the public institution of higher

education maintains records.
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(b)  Confidentiality of Certain Records. — The following are not public records under
Chapter 132 of the General Statutes:

[€0)] Research data, records, or information of a proprietary nature, produced or

collected by or for state institutions of higher learning in the conduct of

commercial, scientific, or technical research where the data, records, or

information has not been patented, published, or eepyrighted-are-notpublic

S -.copyrighted.
(2)  Personally identifiable student disciplinary records, even if release of the

records would be permitted by the Family Educational Rights and Privacy
Act, 20 U.S.C. 8§ 1232¢g (34 C.F.R. Part 99). Nothing in this subdivision is
intended to limit the disclosure of public records that do not contain personally
identifiable information."
SECTION 8.23.(b) G.S. 115D-78 reads as rewritten:
"§ 115D-78. Access to information and public records; small business counseling
information.

@) In accordance with Chapter 132 of the General Statutes, all rules, regulations and
public records of the State Board of Community Colleges, the Community Colleges System
Office, and local boards of trustees shall be available for examination and reproduction on
payment of fees by any person.

(@l) As provided in G.S. 116-43.17, personally identifiable student disciplinary records
are not public records under Chapter 132 of the General Statutes.

"

SECTION 8.23.(c) G.S. 132-1.2 reads as rewritten:
"§ 132-1.2. Confidential information.
Nothing in this Chapter shall be construed to require or authorize a public agency or its
subdivision to disclose any information that:

(11) Reveals personally identifiable student disciplinary records in violation of
G.S.116-43.17."
SECTION 8.23.(d) This section is effective when it becomes law and applies to
requests for personally identifiable student disciplinary records submitted on or after that date.

FISCAL RESPONSIBILITY AND UNIVERSITY TECH PLANNING
SECTION 8.24. G.S. 116-11 is amended by adding a new subdivision to read:
"(9c) The Board shall adopt a policy that requires all constituent institutions to
evaluate the following when acquiring the technology, computer hardware,
and software:
a. The long-term cost of ownership, including costs of repairing the
technology, computer hardware, or software.
b. Any flexibility for innovation during the life of the technology,
computer hardware, or software.
Any anticipated resale or salvage value at the end of the target life
cycle for the technology, computer hardware, or software based on the
average resale or salvage value of similar technology, computer
hardware, or software as a percentage of the initial cost of purchase."

OFFICE OF LEARNING RESEARCH EVALUATION OF COMPETENCY-BASED
LEARNING PROGRAMS
SECTION 8.25. The Office of Learning Research at the North Carolina
Collaboratory shall study and evaluate the programs established pursuant to Sections 6.8, 7.17,
7.18, and 7.19 of this act and report to the Joint Legislative Education Oversight Committee by
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March 15, 2027, and annually thereafter, culminating in a final report on March 15, 2030. Reports
shall include at least the following:
1) The total number of students engaging with these programs.
2 The total amount of funds expended to implement, design, and operate the
programs.
3 Effects on student achievement and learning outcomes.

NORTH CAROLINA SPORTS RIVALRIES
SECTION 8.26.(a) It is the intent of the General Assembly that the University of
North Carolina at Chapel Hill (UNC-CH) and North Carolina State University (NCSU) should
attempt to schedule basketball games against every other constituent institution of The University
of North Carolina, as follows:
1) UNC-CH and NCSU should schedule at least three regular season or
exhibition games against each constituent institution team competing at the
National Collegiate Athletic Association (NCAA) Division Il level by the
2039-2040 season.
(2 UNC-CH and NCSU should schedule regular season games against each
constituent institution team competing at the NCAA Division | level so that
UNC-CH and NCSU each play every team at least two times by the 2039-2040
season.
SECTION 8.26.(b) Nothing in this section shall be construed to limit the ability of
UNC-CH and NCSU to schedule more games against teams of other constituent institutions.

PART VIII-A. UNIVERSITY/STATE EDUCATION ASSISTANCE AUTHORITY

STUDENT-BASED EDUCATIONAL WALLET PILOT PROGRAM

SECTION 8A.1.(a) Program; Purpose. — There is established the Student-Based
Educational Wallet Pilot Program (Pilot) for the 2026-2027 fiscal year to be administered by the
State Education Assistance Authority (Authority) in coordination with one public school unit
selected by the Authority to participate in the Pilot. The purpose of the Pilot is to foster
personalized learning pathways and expand access to educational enrichment by providing funds
for high school students to participate in eligible activities and credit-bearing activities. The goal
of the Pilot is to establish a streamlined process for students to participate in credit-bearing
activities.

SECTION 8A.1.(b) Definitions. — The following definitions shall apply in this

section:

1) Approved provider. — An entity, including a business, nonprofit, vendor, or
other organization or institution, that has been approved by the participating
public school unit to provide eligible activities, including credit-bearing
activities, for participating students.

2 Eligible activity. — A program, course, or experience occurring outside the
traditional classroom that is provided to a participating student by an approved
provider and approved by the participating public school unit, including the

following:

a. Career and technical education programs, including student
internships.

b. Art, music, and other performance-based activities.

C. Science, technology, engineering, and mathematics competitions or
research programs.

d. Leadership and civic engagement programs.
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e. Athletic and other physical education programs that have some
instructional component.

3) Eligible student. — Any student who meets all of the following criteria:

a. Submits an application to the Authority to participate in the Pilot.
b. Is enrolled in the high school selected by the participating public
school unit to participate in the Pilot.

4) Credit-bearing activity. — An eligible activity that is approved by the
participating public school unit as providing instruction that qualifies a
participating student to receive one or more academic credits.

(5) Parent. — A parent, legal guardian, or legal custodian of an eligible student.

(6) Participating public school unit. — The public school unit identified by the
Authority to participate in the Pilot.

@) Participating student. — An eligible student who is admitted to participate in
the Pilot by the Authority and whose parent signs the parental agreement.

(8) Qualifying educational expenses. — Tuition, fees, and materials for approved
providers for eligible activities, including credit-bearing activities.

9) Student-Based Educational Wallet or SBEW. — An electronic account
provided to a parent for the purpose of holding funds awarded by the Authority
for a participating student to engage in eligible activities in accordance with
the Pilot.

SECTION 8A.1.(c) Selection of Participating Unit. — No later than August 1, 2025,
the Authority shall establish a process to select one participating public school unit for the Pilot.
No later than January 1, 2026, the participating public school unit shall provide the Authority
with the name of the high school in the unit that will be participating in the Pilot and a list of (i)
eligible students, (ii) eligible activities, and (iii) approved providers. The participating public
school unit shall only select one high school in the unit to participate in the Pilot. The
participating public school unit shall enter into a data sharing agreement with the Authority for
the purpose of administering the Pilot and for the protection of student data.

SECTION 8A.1.(d) Selection of Participating Students. — No later than February 2,
2026, the Authority shall make available applications to eligible students for the award of funds
for an SBEW to be used for qualifying educational expenses pursuant to the Pilot. Applications
shall be submitted electronically. No later than April 15, 2026, the Authority shall admit any
eligible student to the Pilot for the 2026-2027 school year who submitted a timely application
and whose parent signed the parental agreement. If the funds provided for the Pilot are
insufficient to admit all eligible students, the Authority may adopt a lottery process for the
selection of participating students.

SECTION 8A.1.(e) Award of Funds. — The Authority shall award funds for the
2026-2027 school year to participating students on a per-student basis in an amount of up to three
hundred ninety-five dollars ($395.00) per student. Grant funds shall only be used for qualifying
educational expenses in accordance with the parental agreement. The award of funds through an
SBEW shall be subject to the execution of a parental agreement as required by subsection (f) of
this section. The parent shall then receive an electronic account for the receipt of funds for
qualifying educational expenses incurred in the 2026-2027 school year. Requests for qualifying
educational expenses are subject to a preapproval process established by the Authority prior to
the disbursement of funds from the electronic account. An expense report shall not be required
for any expenses that have been preapproved by the Authority and the participating public school
unit.

SECTION 8A.1.(f) Parental Agreement; Use of Funds. — The Authority shall
provide the parent of an eligible student who applies to participate in the Pilot with a written
agreement to be signed and returned to the Authority prior to receiving funds. The agreement
shall be submitted to the Authority electronically. The parent shall not designate any entity or
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individual to execute the agreement on the parent's behalf. A parent or eligible student's failure
to comply with this section shall result in a forfeit of funds and those funds may be awarded to
another eligible student. The parent shall agree to use the funds deposited into an SBEW only for
the qualifying educational expenses of the eligible student. These funds shall not be used for
noneducational expenses, including personal items or travel.

SECTION 8A.1.(g) Credit Review. — Notwithstanding any policy or rule adopted
by the State Board of Education to the contrary, the participating public school unit shall
determine whether an eligible activity constitutes a credit-bearing activity. The Authority and the
participating public school unit shall establish a reporting time line for the Authority to provide
data on the use of funds for each semester per participating student. The participating public
school unit shall establish a review process for whether a student's participation in a
credit-bearing activity is sufficient for the student to receive credit. As part of the review process,
the student may submit information to the participating public school unit to demonstrate the
student's proficiency in the subject area, including portfolios, performance assessments, and
competency-based evaluations.

SECTION 8A.1.(h) Administration. — The Authority, in consultation with the
participating public school unit, shall administer the student-based educational wallets for
participating students. As part of this process, the Authority shall establish an online portal for
students and parents to track account balances, review eligible activities, and submit
reimbursement requests. The Authority may contract with a private financial management firm
or institution to manage SBEWSs in accordance with the Pilot. The Authority may audit a random
sampling of SBEWs to ensure compliance with the Pilot and may contract with an independent
entity to conduct these audits. The Authority may remove a parent or eligible student from the
program and close an SBEW for failure to comply with the terms of the parental agreement, for
failure to comply with applicable laws, or because the student is no longer an eligible student. Of
the funds allocated to the Authority to award funds under the Pilot, the Authority may retain fifty
thousand dollars ($50,000) for administrative costs associated with the Pilot, including
contracting with non-State entities for administration of certain components of the Pilot.

SECTION 8A.1.(i) Miscellaneous. — The following shall apply to the Pilot:

1) Public records. — Applications to participate in the Pilot and personally
identifiable information related to eligible students receiving funds shall not
be a public record under Chapter 132 of the General Statutes. For the purposes
of this subdivision, personally identifiable information means any information
directly related to a student or members of a student's household, including
the name, birthdate, address, Social Security number, telephone number,
email address, or any other information or identification number that would
provide information about a specific student or members of a specific student's
household.

2 No refunds to account holders. — An approved provider shall not refund or
rebate any funds to a parent or participating student in any manner. The parent
shall notify the Authority if such refund is required.

SECTION 8A.1.(J) Report. — No later than February 15, 2027, the North Carolina
Collaboratory, in consultation with the Authority and the participating public school unit, shall
study and report to the Joint Legislative Education Oversight Committee on the implementation
of the Pilot and the impact of the Pilot on student success. At a minimum, the report shall include
the following additional information:

Q) The number of students who used funds provided to an SBEW and the amount

of funds used.

2 The credit-bearing opportunities purchased with SBEW funds and the number
of credits earned.
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3) All approved providers receiving funds for providing eligible activities under
the Pilot and the amount of funding received by each approved provider.
SECTION 8A.1.(k) Funds. — The nonrecurring funds appropriated to the Board of
Governors of The University of North Carolina in this act for the 2025-2026 fiscal year to be
allocated to the State Education Assistance Authority to implement the Student-Based
Educational Wallet Pilot Program in accordance with this section shall not revert at the end of
the 2025-2026 fiscal year but shall remain available until the end of the 2026-2027 fiscal year.

REVISE CERTAIN OPPORTUNITY SCHOLARSHIP DOMICILE VERIFICATION

REQUIREMENTS

SECTION 8A.2. G.S. 115C-562.3 reads as rewritten:
"8 115C-562.3. Verification of eligibility; information from other State agencies.

@ To verify that the domicile requirements of G.S. 115C-366 are met for State
residency, the Authority shall establish a domicile determination system and shall establish rules
for determination of domicile within the State in accordance with this subsection. The Division
of Motor Vehicles of the Department of Transportation, the Department of Public Instruction,
the Department of Commerce, the Department of Health and Human Services, the Department
of Revenue, the State Board of Elections, and the State Chief Information Officer each shall
expeditiously cooperate with the Authority in verifying electronically, or by other similarly
effective and efficient means, evidence submitted to the Authority for the purposes of
establishing the domicile required by G.S. 115C-366 for State residency. The Authority shall
accept any of the following as evidence of domicile within the State:

(b) Household members of applicants for scholarship grants shall authorize the Authority
to access inrfermation-certain information, including social security numbers and other unigue
identifiers, needed for verification efforts conducted under this section that is held by other State
agencies, including the Department of Revenue, the Department of Health and Human Services,
and the Department of Public Instruction.

(bl) The Authority may adopt in its rules a process for contracting with a third-party
vendor to facilitate the verification of domicile or other application information in accordance
with this section.

(©) By December 1 of each year, the Department of Public Instruction shall provide the
Authority the average State per pupil allocation for that fiscal year to determine the maximum
scholarship amount for eligible students to be awarded in the following fiscal year in accordance

with G.S. 115C-562.2(b2)."

CLARIFY APPLICATION DATE FOR OPPORTUNITY SCHOLARSHIP AND PESA

PROGRAMS

SECTION 8A.3.(a) G.S. 115C-562.2(a) reads as rewritten:

"(a)  The Authority shall make available no later than February-1-annuaty-the first Monday
in February of each year applications to eligible students for the award of scholarship grants to
attend any nonpublic school on a full- or part-time basis. Information about scholarship grants
and the application process shall be made available on the Authority's Web site. Beginning March
15, the Authority shall begin awarding scholarship grants to students who have applied by Mareh
1-the first Monday in March in the following order:

SECTION 8A.3.(b) G.S. 115C-592(a) reads as rewritten:

"(a)  Application Selection. — The Authority shall make available no later than February-1
the first Monday in February of each year applications to eligible students for the award of
scholarship funds for a personal education student account to be used for qualifying education
expenses to attend a nonpublic school. Information about scholarship funds and the application
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process shall be made available on the Authority's website. Applications shall be submitted
electronically. The Authority shall award scholarships according to the following criteria for
applications received by Mareh-L-the first Monday in March of each year:

PERMIT SEAA TO PROVIDE PAYMENTS FOR TESTS FOR OPPORTUNITY

SCHOLARSHIP RECIPIENTS USING ALTERNATIVE METHODS

SECTION 8A.4. G.S. 115C-562.2(b5) reads as rewritten:

"(b5) In addition to the amount of the scholarship grant, for any student receiving a
scholarship grant in grades three, eight, or 11, the Authority shall provide te-the-nronpublic-schoel
for the student an amount equal to the cost of the nationally standardized test required to be
administered as provided in G.S. 115C-562.5."

CLARIFY OPPORTUNITY SCHOLARSHIP RESIDENCY REQUIREMENTS AT

TIME OF APPLICATION

SECTION 8A.5. Part 2A of Article 39 of Chapter 115C of the General Statutes is

amended by adding a new section to read:
"8 115C-562.2A. Residency required at time of application.

(a) Except as otherwise provided in this section, a student shall be a resident of North
Carolina that is eligible to attend a North Carolina public school pursuant to Article 25 of this
Chapter in both of the following circumstances:

(1)  Atthe time the student applies to receive a scholarship grant under this Part.

(2)  Atthe beginning of each school year in which the student is eligible to receive
scholarship grant funds.

(b) A student who is not a resident of North Carolina at the time the student submits an
application to receive a scholarship grant under this Part, either during the application period
established by the Authority or upon enrollment in a nonpublic school, may be eligible to receive
a scholarship grant prior to becoming a resident of North Carolina if all of the following apply:

(1) A parent or legal guardian is on active military duty and is transferred or
pending transfer pursuant to an official military order to a military installation
or reservation in the State.

(2)  Upon request by the Authority, a parent or legal guardian provides a copy of
the official military order transferring to a military installation or reservation
located in the State.

3) For the applicant to receive a scholarship grant, the parent or legal guardian
completes and submits the application, except that proof of residency shall not
be required until the parent or legal guardian transfers into North Carolina.

(c) A student who submits an application or enrolls in a nonpublic school pursuant to
subsection (b) of this section shall be permitted to receive grant funds in the first semester of the
school year. Thereafter, the student shall not receive a scholarship award until proof of residency
is provided in accordance with the requirements of the Authority."

REVISE SCHOLARSHIPS FOR CHILDREN OF WARTIME VETERANS AND
TRANSFER ADMINISTRATION FROM THE DEPARTMENT OF MILITARY AND
VETERANS AFFAIRS TO THE STATE EDUCATION ASSISTANCE AUTHORITY

SECTION 8A.6.(a) For purposes of subsection (b) of this section, the following
definitions shall apply:

(1)  Authority. — The State Education Assistance Authority.

2 Commission. — The Veterans' Affairs Commission of the Department.

3) Department. — The Department of Military and Veterans Affairs.
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(4)

Scholarship funds. — Scholarship funds awarded to the child of a North
Carolina veteran under Part 2 of Article 14 of Chapter 143B of the General
Statutes.

SECTION 8A.6.(b) Notwithstanding Part 2 of Article 14 of Chapter 143B of the
General Statutes, for the 2025-2026 academic year, the following shall occur relating to the
administration of scholarship funds:

1)

)

(3)

(4)

()
(6)

After the selection of persons by the Commission to receive scholarship funds,
and in no event later than May 15, 2026, the Commission shall notify the
Authority of all selections, and the Department shall notify the Authority of
any determinations that a student qualifies for a scholarship funded with
monies from the Escheat Fund.

The Authority shall determine whether additional recipients of scholarship
funds qualify for scholarships funded with monies from the Escheat Fund
based on a determination of need consistent with other financial assistance
programs administered by the Authority.

To the extent funds made available for the award of scholarship funds are
insufficient to provide scholarships to all selected persons, the Authority may
adjust and standardize award amounts as necessary, including providing pro
rata scholarship awards for room and board, to ensure the efficient
administration of the scholarship funds.

The Authority alone shall notify all recipients of their selection to receive
scholarship funds in accordance with Part 2 of Article 14 of Chapter 143B of
the General Statutes. The Department shall not notify any student that he or
she is selected to receive scholarship funds in any way, including directly
through an award letter or through any other method.

The Authority shall disburse scholarship funds in accordance with
G.S. 116-204(11a).

From the funds appropriated from the General Fund to the Board of Governors
of The University of North Carolina and allocated to the Authority in the
2025-2026 fiscal year to support the award of scholarship funds, the Authority
may use up to two and one-half percent (2.5%) for administration costs.

SECTION 8A.6.(c) The following are repealed:

(1)
(2)
(3)

G.S. 143B-1211(11).
G.S. 143B-1220(3).
G.S. 143B-1223 through G.S. 143B-1228.

SECTION 8A.6.(d) Article 23 of Chapter 116 of the General Statutes is amended
by adding the following new Part to read:

"Part 8. Children of Wartime Veterans Scholarship.

"8 116-209.110. Purpose.

In appreciation for the service and sacrifices of North Carolina's war veterans and as evidence

of this State's concern for their children, there is established the Children of Wartime Veterans

Scholarship Program to be administered by the State Education Assistance Authority.

"8§ 116-209.112. Definitions.

The following definitions shall apply in this Part:

(1)

@

Active federal service. — One of the following:

a. Full-time duty in the Armed Forces other than active duty for training.

b. Active duty for training, if disability or death occurs (i) as a direct
result of armed conflict or (ii) while engaged in extra-hazardous
service, including such service under conditions simulating war.

Armed Forces. — The United States Army, Navy, Marine Corps, Air Force,

Space Force, and Coast Guard, including their reserve components.
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(3)
4

Authority. — The State Education Assistance Authority established pursuant

to Article 23 of Chapter 116 of the General Statutes.

Eligible child. — A person who meets all of the following criteria:

a. Is under 25 vears of age at the time of application for a scholarship.

b. Qualifies as a resident for tuition purposes under the criteria set forth
in G.S.116-143.1 and in accordance with the coordinated and

centralized residency determination process administered by the
Authority.

fob)

C. Holds a high school diploma or its equivalent.
d. Is the child of a veteran who meets one of the following criteria:
1. Is a resident of North Carolina at the time of scholarship
documentation completion.
2. Was a resident of North Carolina at the time of entrance into
service in the Armed Forces.
3. Was permanently stationed in North Carolina at the time of his
or her death.
4. Is an active duty service member permanently stationed in
North Carolina at the time of documentation completion.
e. Submits a completed Free Application for Federal Student Aid
(FAFSA) to the Authority.

Eligible institution. — A State educational institution or a private educational

institution.

Period of war or wartime. — Any of the periods or circumstances described

below:

a. Any period of war as defined in 38 U.S.C. § 101.

b. Any period of service in the Armed Forces during which the veteran
parent of an applicant for a scholarship under this Part suffered death
or disability (i) as a direct result of armed conflict or (ii) while engaged
in_extra-hazardous service, including such service under conditions
simulating war.

Private educational institution. — An eligible private postsecondary institution

that meets the criteria of G.S. 116-280(3), except for G.S. 116-280(3)a.3. if

applicable.

Program. — The Children of Wartime Veterans Scholarship Program

established by this Part.

State educational institution. — Any constituent institution of The University

of North Carolina, or any community college operated under the provisions of

Chapter 115D of the General Statutes of North Carolina.

Veteran. — Either of the following:

a. A person who served as a member of the Armed Forces in active
federal service during a period of war and who was either separated
from the Armed Forces under honorable conditions or who is currently
serving in a second or subsequent enlistment.

A person who was separated from the Armed Forces under honorable
conditions and whose death or disability was incurred (i) as a direct
result of armed conflict or (ii) while engaged in extra-hazardous
service, including such service under conditions simulating war.

=

"8 116-209.114. Scholarship.

(@ Scholarship Benefits. — A scholarship granted pursuant to this Part shall consist of the

following benefits and other requirements and limitations for eligible children enrolled as

undergraduate students at eligible institutions:
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(1)  Scholarship funds may be used for any of the following purposes:

a. The cost of attendance at an eligible institution, including tuition, fees,
room, and board.

b. The cost of short-term workforce training courses leading to industry
credentials.

(2)  Anceligible child shall only receive one scholarship under this Part. The award
shall be for up to four academic years, which need not be consecutive.

3) No educational assistance shall be afforded to an eligible child under this Part
after the end of a six-year period beginning on the date the scholarship is first
awarded. Whenever an eligible child is enrolled in an eligible institution and
the period for a scholarship ends while enrolled in a term, quarter, or semester,
such period shall be extended to the end of such term, quarter, or semester,
but not beyond the eligibility limitation of four academic years.

(4) No scholarship awarded to an eligible child pursuant to this Part shall exceed
an amount equal to the highest cost of attendance for attendance at a State
educational institution for that academic year.

(5) If a student also receives a scholarship or other grant covering the
tuition-specific cost of attendance at the eligible institution for which the
scholarship is awarded, then the amount of the scholarship awarded under this
Part shall be reduced by an appropriate amount determined by the Authority.
The scholarship shall be reduced so that the sum of all grants and scholarship
aid covering the cost of attendance received by the student, including the
scholarship under this section, shall not exceed the cost of attendance for the
eligible institution at which the student is enrolled.

(6) A student who has been awarded a scholarship under this section shall
maintain satisfactory academic progress according to the standards of the
eligible institution throughout the four academic years for which the student
is eligible for a scholarship under this section.

(b)  Selection of Recipients. — The Authority shall select recipients for scholarships and
disburse the scholarships in accordance with the provisions of G.S. 116-209.116. The Authority
may contract with another State agency or a third-party entity to determine eligibility and select
recipients as required by G.S. 116-209.116(a)(1). In the event there are not sufficient funds to
provide each eligible child who has properly applied with a full scholarship as provided by this
Part, each eligible child shall receive a pro rata share of funds available for the academic year.

(c)  Award of Funds; Priority. — Beginning May 1 of the year in which the recipient enrolls
in an eligible institution, the Authority shall begin awarding scholarship funds to students who
have properly applied in the following order:

(1)  Students who received scholarship funds under Part 2 of Article 14 of Chapter
143B of the General Statutes in the previous academic year.

(2)  Students who received scholarship funds under Part 2 of Article 14 of Chapter
143B of the General Statutes in any previous academic year.

(3)  All other students.

"8 116-209.116. Administration and funding.

(a) Responsibilities of the Authority. — The Authority shall administer the award of
scholarships under this Part and have all of the following associated responsibilities:

(1)  Determining the eligibility of applicants and selecting recipients.

(2)  Awarding funds to scholarship recipients.

(3)  Suspending or revoking scholarships if the Authority finds that a recipient
does any of the following:

a. Does not maintain satisfactory academic progress.
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b. Engages in riots, unlawful demonstrations, the seizure of educational
buildings, or otherwise engages in disorderly conduct, breaches of the
peace or unlawful assemblies.

4) Promulgating such rules and regulations not inconsistent with the other
provisions of this Part as the Authority deems necessary for the orderly
administration of the Program. These rules may require eligible institutions to
provide such reports and other information as are necessary to carry out the
provisions of this Part, including whether a recipient is _not maintaining
satisfactory academic progress or engaging in any of the actions described in
sub-subdivision b. of subdivision (3) of this subsection.

(b) Funding. — Funds for the support of the Program shall be appropriated to the Board
of Governors of The University of North Carolina to be allocated to the Authority as a reserve
for payment of approved expenses for the cost of attendance. Funds to support the Program shall
be supported by receipts from the Escheat Fund, as provided by G.S. 116B-7, to the extent those
funds are used for worthy and needy residents of this State who are enrolled in public institutions
of higher education of this State.

(©) Withdrawal from Enrollment. — Irrespective of any other provision of this Part, the
Authority may prescribe special procedures for adjusting the accounts of scholarship recipients
who, for reasons of illness, physical inability to attend class, or for other valid reason satisfactory
to the Authority may withdraw from eligible institutions prior to the completion of the term,
semester, quarter, or other academic period being attended at the time of withdrawal. Such
procedures may include, but shall not be limited to, permitting an eligible institution to pay the
recipient the dollar value of his or her unused scholarship for the academic period being attended,
with a corresponding deduction of this period from his or her remaining scholarship eligibility
time.

(d)  Administrative Costs. — Of the funds available each fiscal year to support the
Program, the following shall occur:

(1) The Authority may use up to two and one-half percent (2.5%) for
administrative costs related to the Program.

(2)  Up to five million dollars ($5,000,000) that are unexpended at the end of each
fiscal year shall not revert but shall remain available for future scholarships to
be awarded under this Part.

"8 116-209.118. Report on scholarships.

By January 1 of each year, the Authority shall report the following information related to
scholarships awarded under this Part to the Joint Legislative Education Oversight Committee and
the Fiscal Research Division:

(1) A description of the Program by year, including statutory establishment,
purpose, and eligibility.

(2)  Thenumber of scholarships awarded in the prior academic year, disaggregated
on the basis of at least the following:

a. Number of full-time students receiving scholarships, grouped by
public, private, and community colleges.

b. Number of new applicants for scholarships.

C. Number of new scholarship awards offered, denied, and accepted.

d. Range and average amount of scholarships awarded.

e. Actual amount of award provided by eligible institution.

f. Total expenditures for scholarship awards classified by source,
including State funds and Escheat Fund.

a. Total costs of administering the Program.

(3)  The amount of funds held in reserve by the Authority for the award of
scholarships under the Program at the end of the prior fiscal year."
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SECTION 8A.6.(e) G.S. 116-204 reads as rewritten:
"8 116-204. Powers of Authority.
The Authority is hereby authorized and empowered:

dla) To he

4:4—ef—Ghapter—l4SB—ef—the—Generalétatete&adm|nlster the Chlldren of

Wartime Veterans Scholarship established by Part 8 of Article 23 of this
Chapter.

SECTION 8A.6.(f) G.S. 116-209.23 reads as rewritten:
"8 116-209.23. Inconsistent laws inapplicable.
Insofar as the provisions of this Article are inconsistent with the provisions of any general or

specral Iaws or parts thereof, the provrsrons of thrs Artrcle shaII be eentrethﬂg—exeept—that—ne

amended-controlling."
SECTION 8A.6.(g) G.S. 116B-7(b) reads as rewritten:
"(b)  An amount specified in the Current Operations Appropriations Act shall be
transferred annually from the Escheat Fund to the Board of Governors of The University of North
Carolinato be aIIocated to the State Educatlon ASS|stance Authorlty to partlally fund the pregram

ef—theLGeneraI%tatutes—Chlldren of Wartlme Veterans Scholarshlp establlshed bv Part 8 of

Avrticle 23 of Chapter 116 of the General Statutes. Those funds may be used only for residents of
this State who (i) are worthy and needy as determined by the Bepartmentof- Military-and-\eterans
Affatrs-Authority and (ii) are enrolled in public institutions of higher education of this State."”
SECTION 8A.6.(h) G.S. 116-209.124(4), as enacted by Section 8A.9 of this act,
reads as rewritten:
"(4) Eligible postsecondary institution. — Any of the following postsecondary
educational institutions:
a. A constituent institution of The University of North Carolina.
b. A community college under the jurisdiction of the State Board of
Community Colleges.
C. A-—private—educationalnstitution—as—defined—+n-G.5443B-1224-An
eligible private postsecondary institution that meets the criteria of
G.S. 116-280(3), except for G.S. 116-280(3)a.3. if applicable.
d. A private vocational institution, including Federal Aviation
Administration certificated aviation training programs.”
SECTION 8A.6.(1) Notwithstanding Part 8 of Article 23 of Chapter 116 of the
General Statutes, as enacted by this section, the following shall apply for any student who
received an award of scholarship funds under Part 2 of Article 14 of Chapter 143B of the General
Statutes in a previous academic year who would be eligible to receive funds under Part 2 of
Avrticle 14 of Chapter 143B of the General Statutes, as that Part existed immediately prior to its
repeal, beginning in the 2026-2027 academic year:
Q) The student shall be considered an "eligible child" under G.S. 116-209.112(4).
(2)  The student shall receive at least the amount of scholarship funds the student
received under Part 2 of Article 14 of Chapter 143B of the General Statutes.
SECTION 8A.6.(J) Subsections (c), (d), (e), (f), (g), (h), and (i) of this section
become effective July 1, 2026, and apply beginning with the award of scholarship funds in the
2026-2027 academic year. Except as otherwise provided, this section becomes effective July 1,
2025.
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SEAA MAY REALLOCATE UNENCUMBERED FUNDS FROM PRIVATE
NEED-BASED SCHOLARSHIPS TO PROVIDE FUNDS FOR SPRING 2025
AWARDS FOR CHILDREN OF WARTIME VETERANS SCHOLARSHIPS

SECTION 8A.7. Notwithstanding G.S. 116-283(c), of the funds appropriated to the

Board of Governors of The University of North Carolina and allocated to the State Education

Assistance Authority for need-based scholarships for students attending private institutions of

higher education in accordance with Article 34 of Chapter 116 of the General Statutes that are

unexpended at the end of the 2024-2025 fiscal year, the Authority may reallocate up to two

million one hundred thousand dollars ($2,100,000) in nonrecurring funds for the 2025-2026

fiscal year to instead support scholarships for children of wartime veterans that were awarded in

the spring 2025 academic semester in accordance with Part 2 of Article 14 of Chapter 143B of
the General Statutes.

REQUIRE SEAA TO PROVIDE TESTING COSTS FOR PESA RECIPIENTS
SECTION 8A.8. G.S. 115C-592 is amended by adding the following new subsection
to read:

"(cl) Test Costs. — In addition to the amount of the scholarship award, for any student
receiving a scholarship award in grades three, eight, or 11 and upon the request of the parent of
that student, the Authority shall provide for the student an amount equal to the cost of the
nationally standardized test required to be administered as provided in G.S. 115C-562.5."

CODIFY NORTH CAROLINA PATRIOT STAR FAMILY SCHOLARSHIP PROGRAM
SECTION 8A.9.(a) Article 23 of Chapter 116 of the General Statutes is amended by
adding the following new Part to read:
"Part 9. North Carolina Patriot Star Family Scholarship Program.
"8 116-209.120. Program established.

The Board of Governors of The University of North Carolina shall establish the North
Carolina Patriot Star Family Scholarship Program. To the extent funds are made available for the
Program, the Board shall award funds for the purpose of administering scholarships under the
Program to (i) the Patriot Foundation, a nonprofit corporation, and (ii) the Marine Corps
Scholarship Foundation, Inc., a nonprofit corporation.

"8 116-209.122. Purpose of the Program.

The Patriot Foundation and the Marine Corps Scholarship Foundation, Inc., respectively,
shall provide for scholarships to eligible children and eligible spouses of certain veterans, eligible
children of certain currently serving members of the Armed Forces, and eligible disabled veterans
to attend eligible postsecondary institutions in accordance with the requirements of this Part.

"8 116-209.124. Definitions.

For the purposes of this Part, the following definitions shall apply:

(1)  Armed Forces. — A component of the United States Army, Navy, Marine
Corps, Air Force, Space Force, and Coast Guard, including their reserve

components.
2 Eligible child or eligible children. — Any person who meets all of the following

requirements:

a. Is attending or has been accepted to enroll in an eligible postsecondary
institution.

Is a legal resident of North Carolina when scholarship documentation
is completed, provided that if a child is claimed as a dependent by the
child's parent, residency may be established based on a parent meeting
the requirements of  sub-sub-sub-subdivision V. of
sub-sub-subdivision 1. of sub-subdivision d. of this subdivision.
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C. Has complied with the requirements of the Selective Service System,

if applicable.

d. The parent of the person is a veteran or a currently serving member of

the Armed Forces that meets all of the following criteria:

1. One of the following residency conditions:

[N

Is a resident of North Carolina at the time of
scholarship documentation completion.

Was a resident of North Carolina at the time of entrance
into service in the Armed Forces.

Was permanently stationed in North Carolina at the
time of his or her death.

Is an active duty service member permanently stationed
in_North Carolina at the time of documentation

completion.

One of the following service conditions:

S257-CSNExfap-3 [v.7]

Was a member of the Armed Forces who was Killed in
action or in the line of duty or died of wounds or other
causes not due to the service member's willful
misconduct during a period of war, national
emergency, or training in preparation for future
conflicts and is a direct result of service in the line of
duty.

Was a member of the Armed Forces who died of
service-connected injuries, wounds, illness, or other
causes incurred or aggravated while a member of the
Armed Forces during a period of war, national
emergency, or training in preparation for future
conflicts and is a direct result of service in the line of
duty. Standard documentation of the parent's death,
wounds, injury, or illness shall be supplied by a
scholarship recipient at the time of scholarship request.
Is a veteran of the Armed Forces who meets both of the
following criteria:

A. Incurred traumatic injuries or wounds or
sustained a major illness while a member of the
Armed Forces during a period of war, national
emergency, or training in preparation for future
conflicts, and the injuries, wounds, or illness are
a direct result of service in the line of duty.

Is receiving compensation of at least fifty
percent (50%) as rated by the U.S. Department
of Veterans Affairs for a disability connected to
the injuries, wounds, or illness identified in
accordance with sub-sub-sub-subdivision |. of
this sub-sub-subdivision.

Is a current member of the Armed Forces who incurred
traumatic_injuries or wounds or sustained a major
illness while a member of the Armed Forces during a
period of war, national emergency, or training in
preparation for future conflicts, and the injuries,
wounds, or illness are a direct result of service in the

|00
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line of duty. The parent's traumatic wounds, injury, or
major illness must be documented by the member's
Unit Commander.
3) Eligible disabled veteran. — Any person who meets all of the following
criteria:
a. Is a parent of an eligible child pursuant to sub-sub-sub-subdivision I11.
of sub-sub-subdivision 2. of sub-subdivision d. of subdivision (2) of
this subsection.

b. Is a resident of North Carolina when scholarship documentation is
completed.

C. Is attending or has been accepted to enroll in an eligible postsecondary
institution.

4) Eligible postsecondary institution. — Any of the following postsecondary
educational institutions:

a. A constituent institution of The University of North Carolina.

b. A community college under the jurisdiction of the State Board of
Community Colleges.

C. A private educational institution as defined in G.S. 143B-1224.

d. A private vocational institution, including Federal Aviation

Administration certificated aviation training programs.
(5) Eligible spouse. — Any person who meets all of the following criteria:

a. Is attending or has been accepted to enroll in an eligible postsecondary
institution.

b. Is a legal resident of North Carolina when scholarship documentation
is completed.

C. Has complied with the requirements of the Selective Service System,
if applicable.

d. Meets one of the conditions set forth in sub-sub-sub-subdivisions .
through 111. of sub-sub-subdivision 2. of sub-subdivision d. of

subdivision (2) of this subsection.
(6)  Program. — The North Carolina Patriot Star Family Scholarship Program
established pursuant to G.S. 116-209.122.
(7)  Veteran.— Anindividual who has served and is no longer serving in the Armed
Forces of the United States. For the purposes of this subdivision, the veteran
shall have separated from the Armed Forces under honorable conditions or
whose death or disability of at least fifty percent (50%) or more was incurred
as a direct result of service in the line of duty.
"8 116-209.126. Administration; awards.

(@ To the extent funds are made available for the Program, the Patriot Foundation and
the Marine Corps Scholarship Foundation, Inc., shall each separately administer and award
scholarships to eligible applicants in accordance with the requirements of the Program. In
administering the Program, each nonprofit corporation shall be responsible for oversight for the
scholarships awarded through its organization under the Program to ensure compliance with the
provisions of this Part.

(b) Each nonprofit corporation shall, at a minimum, establish criteria and procedures
related to scholarship documentation completion, the amount of individual scholarships, the
permissible uses of scholarship funds, the period of eligibility for award of a scholarship, the
conditions for a revocation of a scholarship, and any other procedures it deems necessary for its
administration of the Program.

©) If an eligible child or eligible spouse receives a scholarship or other grant covering
the costs of attendance at an eligible postsecondary institution for which the scholarship is
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awarded, then the amount of a scholarship awarded under this Part shall be reduced so that the
sum of all grants and scholarships covering the costs of attendance received by the eligible child
or eligible spouse does not exceed the costs of attendance for the institution. For the purposes of
this section, costs of attendance shall include monies for tuition, fees, books, supplies, and
school-related expenses, including laptops, equipment, tutoring support, as well as room and
board, as long as the scholarship recipient is enrolled as at least a half-time student at the
institution. Off-campus _housing costs for room and board are also included to the extent the
eligible postsecondary institution includes it in its costs of attendance.

"8 116-209.128. Reporting.

(@ The Patriot Foundation shall submit a report by April 1 of each year in which the
Patriot Foundation spends State funds made available for the Program to the Joint Legislative
Education Oversight Committee and the Fiscal Research Division on the activities related to the
Program and the use of the State funds.

(b)  The Marine Corps Scholarship Foundation, Inc., shall submit a report by April 1 of
each year in which the Marine Corps Scholarship Foundation, Inc., spends State funds made
available for the Program to the Joint Legislative Education Oversight Committee and the Fiscal
Research Division on the activities related to the Program and the use of the State funds."

SECTION 8A.9.(b) Notwithstanding any other provision of law or the Committee
Report described in Section 43.2 of S.L. 2021-180, the recurring funds appropriated to the Board
of Governors of The University of North Carolina and allocated to the Patriot Foundation and
the Marine Corps Scholarship Foundation, Inc., to administer the North Carolina Patriot Star
Family Scholarship Program pursuant to Section 8.3 of S.L. 2021-180, as amended by Section
2.8 of S.L. 2022-6, shall instead be used to administer the North Carolina Patriot Star Family
Scholarship Program pursuant to Part 9 of Article 23 of Chapter 116 of the General Statutes, as
enacted by this section.

SECTION 8A.9.(c) Section 8.3 of S.L. 2021-180, as amended by Section 2.8(a) of
S.L. 2022-6, is repealed.

SECTION 8A.9.(d) Subsections (a) and (b) of this section apply beginning with the
2025-2026 academic year.

REVISE NEED-BASED SCHOLARSHIP FOR PRIVATE COLLEGES AND
UNIVERSITIES
SECTION 8A.10.(a) G.S. 116-280 reads as rewritten:
"8 116-280. Definitions.
The following definitions apply to this Article:

3) Eligible private postsecondary institution. — A school that is any of the
following:

a. A nonprofit postsecondary educational institution with a main
permanent campus located in this State that is not owned or operated
by the State of North Carolina or by an agency or political subdivision
of the State or by any combination thereof that satisfies all of the
following:

1. Is either (i) accredited by a regional accrediting agency, as
defined in G.S.115D-6.2 and G.S.116-11.4, or the
Transnational Association of Christian Colleges and Schools
or (it) was accredited by SACSCOC on January 1, 2021, and,
beginning January 1, 2021, was a member of the Transnational
Association of Christian Colleges and Schools.

2. Awards a postsecondary degree as defined in G.S. 116-15.
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3. Held institutional endowment funds with a total value of equal
to or less than the sum of one billion dollars ($1,000,000,000)
on Auqust 1, 2022.

al. A postsecondary educational institution with a physical location in this
State that is not owned or operated by the State of North Carolina or
an agency or political subdivision of the State or by any combination
thereof that satisfies all of the following:

1. Is accredited by the Southern Association of Colleges and
Schools Commission on Colleges (SACSCOC) and designated
by the SACSCOC as a level VI degree-granting institution.

2. Awards a postsecondary degree as defined in G.S. 116-15.

b. A postsecondary institution owned or operated by a hospital authority
as defined in G.S. 131E-16(14) or school of nursing affiliated with a
nonprofit postsecondary educational institution as defined in
sub-subdivision a. of this subsection.

4) Main permanent campus. — A campus owned by the eligible private
postsecondary institution that provides permanent on-premises housing, food
services, and classrooms with full-time faculty members and administration
that engages in postsecondary degree activity as defined in G.S. 116-15.

(5a) Physical location. — A facility or campus owned by an eligible private
postsecondary institution that provides permanent classrooms with full-time
faculty members and administration that engages in postsecondary degree
activity as defined in G.S. 116-15.

n

SECTION 8A.10.(b) G.S. 116-283 reads as rewritten:
"8 116-283. Administration; some unexpended scholarship funds do not revert.

(© Scholarship-Up to five million dollars ($5,000,000) in scholarship funds unexpended
at the end of each fiscal year shall remain available for future scholarships to be awarded under
this Article.”

SECTION 8A.10.(c) G.S. 116-209.100(1)c. reads as rewritten:
"C. A-nenprofitAn eligible private postsecondary institution as defined in
G.S. 116-280(3)."
SECTION 8A.10.(d) G.S. 116-209.45(b)(1a)g. reads as rewritten:

"q.

An—ehgible—private—postsecondary—instivtion—as—defined—in
G:S-116-280(3)%-An eligible private postsecondary institution that
meets the criteria of G.S. 116-280(3), except for G.S. 116-280(3)a.3.

if applicable."
SECTION 8A.10.(e) G.S. 116-209.100(1)c. reads as rewritten:

C. A—nonprofit— postsecondary——institution——as—defined—in
G-S116-2806(3)-An_eligible private postsecondary institution that
meets the criteria of G.S. 116-280(3), except for G.S. 116-280(3)a.3.
if applicable."

SECTION 8A.10.(f) Subsection (b) of this section becomes effective July 1, 2025.

Except as otherwise provided, this section is effective when it becomes law. This section applies

beginning with scholarships awarded in the 2025-2026 academic year.

PART IX. HEALTH AND HUMAN SERVICES
PART IX-A. AGING [RESERVED]
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PART IX-B. CENTRAL MANAGEMENT AND SUPPORT

REPORTS BY NON-STATE ENTITIES ON THE USE OF DIRECTED GRANT FUNDS
SECTION 9B.1. The Department of Health and Human Services shall submit to the
Joint Legislative Oversight Committee on Health and Human Services and the Fiscal Research
Division all reports received under 9 NCAC 03M .0205 from non-State entities, as defined in
G.S. 143C-1-1, that are recipients of nonrecurring funds allocated in this Part as a directed grant
according to the following schedule:
1) By November 1, 2026, all reports on the use of directed grant funds received
under this Part for the 2025-2026 fiscal year.
2 By November 1, 2027, all reports on the use of directed grant funds received
under this Part for the 2026-2027 fiscal year.

COMMUNITY HEALTH GRANT PROGRAM

SECTION 9B.2.(a) Funds appropriated in this act to the Department of Health and
Human Services, Division of Central Management, Office of Rural Health, for each year of the
2025-2027 fiscal biennium for the Community Health Grant Program shall be used to continue
to administer the Community Health Grant Program as modified by Section 11A.8 of S.L.
2017-57.

SECTION 9B.2.(b) The Office of Rural Health shall make the final decision about
awarding grants under this Program, but no single grant award shall exceed one hundred fifty
thousand dollars ($150,000) during the fiscal year. In awarding grants, the Office of Rural Health
shall consider the availability of other funds for the applicant; the incidence of poverty in the area
served by the applicant or the number of indigent clients served by the applicant; the availability
of, or arrangements for, after-hours care; and collaboration between the applicant and a
community hospital or other safety net organizations.

SECTION 9B.2.(c) Grant recipients shall not use these funds to do any of the
following:

1) Enhance or increase compensation or other benefits of personnel,
administrators, directors, consultants, or any other persons receiving funds for
program administration; provided, however, funds may be used to hire or
retain health care providers. The use of grant funds for this purpose does not
obligate the Department of Health and Human Services to continue to fund
compensation beyond the grant period.

2) Supplant existing funds, including federal funds traditionally received by
federally qualified community health centers. However, grant funds may be
used to supplement existing programs that serve the purposes described in
subsection (a) of this section.

3) Finance or satisfy any existing debt.

SECTION 9B.2.(d) The Office of Rural Health may use up to two hundred thousand
dollars ($200,000) of these recurring funds for each year of the 2025-2027 fiscal biennium for
administrative purposes.

SECTION 9B.2.(e) By September 1 of each year, the Office of Rural Health shall
submit a report to the Joint Legislative Oversight Committee on Health and Human Services on
community health grants that includes at least all of the following information:

Q) The identity and a brief description of each grantee and each program or

service offered by the grantee.

2 The amount of funding awarded to each grantee.

3) The number of individuals served by each grantee and, for the individuals
served, the types of services provided to each.
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4) Any other information requested by the Office of Rural Health as necessary
for evaluating the success of the Community Health Grant Program.

HEALTH INFORMATION EXCHANGE ACT REVISIONS
SECTION 9B.3.(a) Article 29B of Chapter 90 of the General Statutes reads as
rewritten:
"Article 29B.
"Statewide Health Information Exchange Act.
"§90-414.1. Title.

This aet-Article shall be known and may be cited as the "Statewide Health Information
Exchange Act."”

"8 90-414.2. Purpose.

This Article is intended to improve the quality of health care delivery within this State by
facilitating and regulating the use of a voluntary, statewide health information exchange network
for the secure electronic transmission of individually identifiable health information among
health care providers, health plans, arg-health care elearingheuses-clearinghouses, and the State
in a manner that is consistent with the Health Insurance Portability and Accountability Act,
Privacy Rule and Security Rule, 45 C.F.R. §§ 160, 164.

"8 90-414.3. Definitions.

The following definitions apply in this Article:

1) Annual compliance report. — The annual report required by G.S. 90-414.13.

(la) Business associate. — As defined in 45 C.F.R. § 160.103.

2 Business associate contract. — The documentation required by 45 C.F.R. §
164.502(e)(2) that meets the applicable requirements of 45 C.F.R. §
164.504(e).

3) Covered entity. — Any entity described in 45 C.F.R. § 160.103 or any other
facility or practitioner licensed by the State to provide health care services.

(3a) Data transfer systems. — Electronic systems or platforms that (i) facilitate the
submission of any combination of clinical, demographic, or claims data to the
HIE Network and (ii) are maintained, controlled, directed, or licensed by, or
on behalf of, a covered entity or hybrid entity subject to this Article. Data
transfer systems may be comprised of health information technology or claims
processing technology, or both, including hardware, software, integrated
technologies and related licenses, or packaged solutions sold as services. Data
transfer systems include, but are not limited to, electronic systems or platforms
related to electronic health records, pharmacy benefits and claims, claims
processing, or care management. Data transfer systems do not include any
information technology systems that are directly maintained, controlled, or
licensed by the State Health Plan for Teachers and State Employees.

4) Department. — North Carolina Department of Health and Human Services.

5) Disclose or disclosure. — The release, transfer, provision of access to, or
divulging in any other manner an individual's protected health information
through the HIE Network.

(6) Repealed by Session Laws 2017-57, s. 11A.5(f), effective July 1, 2017.

@) GDAC. — The North Carolina Government Data Analytics Center.

(8) HIE Network. — The voluntary, statewide health information exchange
network-network, which is a health data utility overseen and administered by
the Authority.

9 HIPAA. — Sections 261 through 264 of the federal Health Insurance
Portability and Accountability Act of 1996, P.L. 104-191, as amended, and
any federal regulations adopted to implement these sections, as amended.
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(10)
(11)

(12)

(13)

(13a)

Individual. — As defined in 45 C.F.R. § 160.103.

North Carolina Health Information Exchange Advisory Board or Advisory
Board. — The Advisory Board established under G.S. 90-414.8.

North Carolina Health Information Exchange Authority or Authority. — The
entity established pursuant to G.S. 90-414.7.

Opt out. — An individual's affirmative decision communicated to the Authority
in writing to disallow his or her protected health information from being
disclosed by the Authority to covered entities or other persons or entities
through the HIE Network.

Organization National Provider Identifier or Organization NPI. — The HIPAA

(14)
(15)

(16)

(17)

(18)
(19)

Administrative Simplification Standard that utilizes a 10-position all-numeric
identification number assigned by the federal National Provider System to
uniquely identify a health care provider that is an entity other than an
individual human being that furnishes health care.

Protected health information. — As defined in 45 C.F.R. § 160.103.

Public health purposes. — The public health activities and purposes described
in 45 C.F.R. 8 164.512(b).

Qualified organization. — An entity with which the Authority has contracted
for the sole purpose of facilitating the exchange of data with or through the
HIE Network.

Research purposes. — Research purposes referenced in and subject to the
standards described in 45 C.F.R. § 164.512(i).

State CIO. — The State Chief Information Officer.

State-funded health care. — Means all of the following:

(20)

The North Carolina Medicaid program.

The State Health Plan for Teachers and State Employees.

Health care facilities and health care programs administered or
operated by the Department of Health and Human Services, the
Department of Public Safety, or the Department of Adult Correction,
and their employees, agents, or grantees.

State health care funds. — Monies paid to providers or entities for the provision

O |= |2

of health care services to recipients of State-funded health care. The term
includes both (i) direct payments from the State to providers and entities and
(i) payments that providers and entities receive from third parties, or the
agents of third parties, that are retained by the State for the administration or
delivery, or both, of State-funded health care, including prepaid health plans
as defined in G.S. 108D-1 and claims processors as defined in G.S. 135-48.1.

"§ 90-414.4. Required participation in HIE Network for some providers.
@ Findings. — The General Assembly makes the following findings:

(1)

(2)

That controlling escalating health-eare—costs of the-Medicaidprogram—and

other—State-funded health care serviees-is of significant importance to the
State, its taxpayers, its Medicaid recipients, and other recipients-beneficiaries
of State-funded health care-services-care.

That the State and covered entities in North Carolina need timely access to
certain demographic and clinical information pertaining to services rendered
to Medicaid—and—other—beneficiaries of State-funded health care program
beneficiaries-and paid for with Medicaid-er-other-State-funded-State health
care funds in order to assess performance, improve health care outcomes,
pinpoint medical expense trends, identify beneficiary health risks, and
evaluate how the State is spending money on Medicaid and other State-funded
health eare-services—Fhe-care. To that end, the Department of Information
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(al)

Page 162

(3)

Technology, the Department of State Treasurer, State Health Plan Division,
and the Department of Health and Human Services, Division of Health
Benefits, have an affirmative duty to facilitate and support participation by
covered entities in the statewide health information exchange network.

That making demographic and clinical information available to the State and
covered entities in North Carolina by secure electronic means as set forth in
subsection (b) of this section will improve care coordination within and across
health systems, increase care quality for such-beneficiaries;-beneficiaries of
State-funded health care, enable more effective population health
management, reduce duplication of medical services, augment syndromic
surveillance, allow more accurate measurement of care services and
outcomes, increase strategic knowledge about the health of the population,
and facilitate health care cost containment.

Mandatory Connection to HIE Network. — Notwithstanding the voluntary nature of
the HIE Network under G.S. 90-414.2, the following providers and entities shall be connected to
the HIE Network and begin submitting data through the HIE Network pertaining to services
rendered to Medicaid-beneficiaries and-to-otherof State-funded health care program-beneficiaries
and paid for with Medicaid-er-other-State-funded-State health care funds in accordance with the
following time line:

(1)

)

3)

(4)

The following providers of Medicaid services licensed to operate in the State
that have an electronic health record system shall begin submitting, at a
minimum, demographic and clinical data by June 1, 2018:

a. Hospitals as defined in G.S. 131E-176(13).

b. Physicians licensed to practice under Article 1 of Chapter90-of-the
General-Statutes;-this Chapter, except for licensed physicians whose
primary area of practice is psychiatry.

C. Physician assistants as defined in 21 NCAC 32S.0201.

d. Nurse practitioners as defined in 21 NCAC 36.0801.

Except as provided in subdivisions (3), (4), and (5) of this subsection, all other

providers of Medicaid—and—State-funded health care services—and their

affiliated entities shall begin submitting demographic and clinical data by

January 1, 2023.

The following entities shall submit encounter and claims data, as appropriate,

in accordance with the following time line:

a. Prepaid Health Plans, as defined in G.S.108D-1, by the
commencement date of a capitated contract with the Division of
Health Benefits for the delivery of Medicaid services as specified in
Article 4 of Chapter 108D of the General Statutes.

b. Local management entities/managed care organizations, as defined in
G.S. 122C-3, by June 1, 2020.

If authorized by the Authority in accordance with this Article, the Department

of Health and Human Services may submit the data required by this subsection

on behalf of the entities specified in this subdivision.

The following entities shall begin submitting demographic and clinical data

by January 1, 2023:

a. Physicians who perform procedures at ambulatory surgical centers as

defined in G.S. 131E-146.

Licensed physicians whose primary area of practice is psychiatry.

The State Laboratory of Public Health operated by the Department of

Health and Human Services.

oo
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(5) The following entities shall begin submitting claims data by January 1, 2023:

a. Pharmacies registered with the North Carolina Board of Pharmacy
under Article 4A of Chapter90-ofthe-General-Statutes.this Chapter.
b. State health care facilities operated under the jurisdiction of the

Secretary of the Department of Health and Human Services, including
State psychiatric hospitals, developmental centers, alcohol and drug
treatment centers, neuro-medical treatment centers, and residential

programs for children such as the-\Wright-Seheol-and-the Whitaker

Psychiatric Residential Treatment Facility.

C. Dentists licensed under Article 2 of this Chapter.
@2 . £ Ty F blishi - I K I

(a4) Connected Status. — A provider or entity identified in subsection (al) of this section
is deemed connected to the HIE Network when the covered entity that provides, maintains,
controls, directs, or licenses that provider's or entity's data transfer system has done all of the
following:

(1) Established an operable technical connection with the HIE Network approved
by the Authority that supports the submission of required patient data
generated by the provider or entity.

2) Provided its Organization NPI to the Authority.

3 Executed with the Authority a valid, written participation agreement pursuant
to subdivision (b)(6) of G.S. 90-414.7.

4) Communicated to the Authority, in writing, the identity of all providers and
entities on whose behalf it maintains a data transfer system.

S257-CSNExfap-3 [v.7] Senate Bill 257 Page 163



O©ooO~NOoO ol WwWN -

General Assembly Of North Carolina Session 2025

(5) Either has met or is making reasonable efforts to meet data quality standards
established by the Authority that are published on its website.

(b) Mandatory Submission of Demographic and Clinical Data. — Notwithstanding the

voluntary nature of the HIE Network under G.S. 90-414.2 and, except as otherwise provided in

subsection—subsections (c) and (cl) of this section, as—a—cendition—ofreceiving-State—funds;

neluding-Medicaid-funds—the following entities shall submit at least twice daily, through the
HIE network, demographic and clinical information pertaining to services rendered to Medicaid

and—other—peneficiaries of State-funded health care pregram—benefictaries—and paid for with
Medicaid-or—other—State-funded-State health care funds, solely for the purposes set forth in
subsection (a) of this section:

1) Each hospital, as defined in G.S. 131E-176(13) that has an electronic health
record system.

2 Each Medicaid provider, unless the provider is an ambulatory surgical center
as defined in G.S. 131E-146; however, a physician who performs a procedure
at the ambulatory surgical center must be connected to the HIE Network.

3) Each provider that receives State health care funds for the provision of health
services—State-funded health care, unless the provider is an ambulatory
surgical center as defined in G.S. 131E-146; however, a physician who
performs a procedure at the ambulatory surgical center must be connected to
the HIE Network.

4) Each prepaid health plan, as defined in G.S. 58-93-5, that is under a capitated
contract with the Department for the delivery of Medicaid services, or a local
management  entity/managed care organization, as defined in
G:S122C-3:G.S. 122C-3, that is under a capitated prepaid health plan
contract with the Department.

(b1) Balance Billing Prohibition. — An in-network provider or entity whe-that (i) renders
health care services, including prescription drugs and durable medical equipment, under a
contract with the State Health Plan for Teachers and State Employees and whe—(ii) is not
connected to the HIE Network in accordance with this Article, is prohibited from billing the State
Health Plan or a Plan member more than either party would be billed if the entity or provider was
connected to the HIE Network. Balance billing because the provider or entity did not connect to
the HIE Network is prohibited.

(c) Exemption for Certaln Records. — Previders-with-patientrecords-that-aresubjectto

Board of Pharmacy under Avrticle 4A of this Chapter and dentists licensed under Article 2 of this
Chapter are only required to submit claims data pertaining to services rendered to Medicaid-and

other-State-funded-health-careprogram-beneficiaries of State-funded health care and paid for
with Medicaid-or-other-State-funded-State health care funds.

(c1) Exemption from Twice Daily Submission. — Apharmaey-shal-enby-be-The following
entities are required to submit claims data only once daily through the HIE Netwerk-Network:
(1)  Pharmacies registered with the North Carolina Board of Pharmacy under
Avrticle 4A of this Chapter, using pharmacy industry standardized formats.
(2)  Dentists licensed under Article 2 of this Chapter.

(c2) 42 C.F.R. 8 2 Records. — Notwithstanding subsection (b) of this section, patient
records protected by 42 C.F.R. 8 2 shall be disclosed through the HIE Network only if the
Authority has provided written notice to the participating entity that data protected by 42 C.F.R.
8 2 can be disclosed for a specific purpose.
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(d) Method of Data Submissions. — Fhe-Any provider or entity required to submit data
submissions-reguired-under this section shall be-make the submission by connection to the HIE
Network periodic asynchronous secure structured file transfer or any other secure electronic
means commonly used in the industry and consistent with document exchange and data
submission standards established by the Office-Assistant Secretary for Technology Policy/Office
of the National Coordinator for Information Technology within the U.S. Department of Health
and Human Services.

(e) Voluntary Connection for Certain Providers. — Notwithstanding the mandatory
connection and data submission requirements #-of subsections (al) and (b) of this section, the
following providers of Medicaid-services—or—otherState-funded health care serviees-are not
required to connect to the HIE Network or submit data but may connect to the HIE Network and
submit data voluntarily:

1) Community-based long-term services and supports providers, including
personal care services, private duty nursing, home health, and hospice care
providers.

2 Intellectual and developmental disability services and supports providers,
such as day supports and supported living providers.

3) Community Alternatives Program waiver services (including CAP/DA,
CAP/C, and Innovations) providers.

4) Eye and vision services providers.

(5) Speech, language, and hearing services providers.

(6) Occupational and physical therapy providers.

@) Durable medical equipment providers.

(8) Nonemergency medical transportation service providers.

9) Ambulance (emergency medical transportation service) providers.

(10) Local education ageneies—and——agencies, school-based  health
providers.providers, and student health centers that primarily serve students
matriculating at public or private institutions of higher education in this State.

(11) Chiropractors licensed under Article 8 of this Chapter.

(12) Dentists licensed under Article 2 of this Chapter.

Connection to the HIE Network by any other covered entities that are not required by
subsections (al) and (b) of this section to connect to the HIE Network or submit data is voluntary.

(el) Mandatory and Voluntary Connection and Submissions by the Same Covered Entity.
— A covered entity that provides, maintains, controls, directs, or licenses a data transfer system
on behalf of providers and entities that are required to connect to, and submit data through, the
HIE Network under this Article, as well as on behalf of providers and entities that voluntarily
connect to, and submit data through, the HIE Network may elect not to submit through the HIE
Network clinical, demographic, or claims data generated by the providers and entities that
voluntarily connect to, and submit data through, the HIE Network. However, the covered entity
is required to submit through the HIE Network clinical, demographic, or claims data generated
by providers and entities that are required to connect to, and submit data through, the HIE
Network.

() Confidentiality of Data. — All data submitted to or through the HIE Network
containing protected health information, personally identifying information, or a combination of
these, that are in the possession of the Department of Information Technology or any other
agency of the State are confidential and shall not be defined as public records under G.S. 132-1.
This subsection shall not be construed to prohibit the disclosure of any such data as otherwise
permitted under federal law.

(@)  Time-Limited Exceptions for Connecting to, and Submitting Data Through, the HIE
Network. — All of the following apply to any exception granted by the Authority for connecting
to, and submitting data through, the HIE Network:
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o)

3)

A covered entity that provides, maintains, controls, directs, or licenses a data
transfer system on behalf of providers or entities identified in subsection (al)
of this section may seek to obtain from the Authority a time-limited exception
for those providers or entities to connect to, and begin submitting required
data through, the HIE Network.
The Authority shall administer the process by which a covered entity seeks a
time-limited exception for providers or entities to connect to, and begin
submitting required data through, the HIE Network. The Authority shall make
the final determination about whether to grant or deny requests for a
time-limited exception. Any exception authorized by the Authority may not
exceed a one-year period. However, a covered entity may seek to renew an
exception.
In order for a covered entity to obtain a time-limited exception for the
providers and entities on whose behalf it provides, maintains, controls, directs,
or _licenses a data transfer system, the covered entity must demonstrate
eligibility for the exception by meeting at least one of the following criteria:
a. During the previous year, the covered entity and the providers and
entities on whose behalf it maintained, controlled, directed, or licensed
a data transfer system received in the aggregate less than one million
dollars ($1,000,000) in State health care funds for providing health
care services to beneficiaries of State-funded health care.
The covered entity and the providers and entities on whose behalf it
provides, maintains, controls, directs, or licenses a data transfer system
operated in whole or in part in a geographic area with limited or
emergent broadband availability. The Department of Information
Technology, Division of Broadband, shall identify these geographic
areas and the Authority shall publish a list of the identified geographic
areas to its website. Alternatively, the Authority, after consultation
with the Department of Information Technology, Division of
Broadband, may, in its discretion, grant a time-limited exception after
evaluating materials provided by a covered entity regarding its level
of broadband connectivity.
C. The covered entity will close, dissolve, or be acquired by another
entity within the next 12 months.
The provider or entity has not yet implemented or is in the process of
implementing a data transfer system.
To request a time-limited exception under this subsection, the covered entity
shall submit to the Authority an application and attestation form, which shall
both be created by the Authority and made available on its website, containing
at least all of the following information:
Date of request and application period.
Name, Organization NPI, and location.
Names of providers and entities on whose behalf the covered entity is
applying, as well as their respective Organization NPIs.
Technical information regarding its data transfer system and vendor,
if applicable.
Provider network information for the State Health Plan for Teachers
and State Employees and the North Carolina Medicaid program, as

applicable.
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f. Identification of the bases criterion, or criteria, in subdivision (q)(3) of
this section for which the covered entity seeks a time-limited
exception.

g. Supporting documents and materials determined by the Authority to
be necessary to substantiate the covered entity's eligibility for the
exception.

An attestation executed by an authorized representative of the covered
entity regarding the validity, truth, and completeness of the application
and attestation form submitted by the covered entity to the Authority.

=

"8 90-414.6. State ownership of HIE Network data.

Any data pertaining to services rendered to Medicaid-and-otherbeneficiaries of State-funded
health care program-—beneficiaries-that is submitted through and stored by the HIE Network
pursuant to G.S. 90-414.4 or any other provision of this Article shall be and will remain the sole
property of the State. Any data or product derived from the aggregated, de-identified data
submitted to and stored by the HIE Network pursuant to G.S. 90-414.4 or any other provision of
this Article, shall be and will remain the sole property of the State. The Authority shall not allow
data it receives pursuant to G.S. 90-414.4 or any other provision of this Article to be used or
disclosed by or to any person or entity for commercial purposes or for any other purpose other
than those set forth in G.S. 90-414.4(a) or G.S. 90-414.2. To the extent the Authority receives
requests for electronic health information as the term is defined in 45 C.F.R. § 171.102, or other
medical records from an individual, an individual's personal representative, or an individual or
entity purporting to act on an individual's behalf, the Authority (i) shall not fulfill the request and
(i1) shall make available to the requester and the public, via the Authority's website, educational
materials about how to access such information from other sources. If the Authority participates
in the Trusted Exchange Framework and Common Agreement, then it may provide individual
access services through the Trusted Exchange Framework and Common Agreement. Patient
identifiers created and utilized by the Authority to integrate identity data in the HIE Network,
along with the minimum necessary required demographic information related to those patients,
shall be released to the GDAC and the Department by the Authority for purposes of entity
resolution and master data management. These identifiers shall not be considered public records
pursuant to Chapter 132 of the General Statutes.

"8 90-414.7. North Carolina Health Information Exchange Authority.

(b) Powers and Duties. — The Authority has the following powers and duties:

(8) Following consultation with the Advisory Board, enter into, directly or
through qualified organizations acting under the authority of the Authority, a
HIPAA compliant business associate agreement with each of the persons or
entities participating in or granted access or user rights to the HIE
Network-Network, except for federal agencies that access the HIE Network
solely to review patient data for treatment purposes and exchanges made
through eHealth Exchange or the Trusted Exchange Framework and Common
Agreement so long as the Authority enters into the agreements that are
required to participate in each of these respective national networks.

(10)  Facilitate and promote use of the HIE Network by covered entities-entities and
business associates acting on their behalf.

(18) Enforce the provisions of this Article.
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(19) Provide data related services, as allowed by G.S. 90-414.16.
(20) Adopt rules as needed to implement the appeal process established by
G.S. 90-414.15.
"§ 90-414.8. North Carolina Health Information Exchange Advisory Board.

@ Creation and Membership. — There is hereby established the North Carolina Health
Information Exchange Advisory Board within the Department of Information Technology. The
Advisory Board shall consist of the following 42-13 members:

1) The following four members appointed by the President Pro Tempore of the

Senate:

a. A licensed physician in good standing and actively practicing in this
State.

b. A patient representative.

C. An individual with technical expertise in health data analytics.

d. A representative of a behavioral health provider.

2 The following four members appointed by the Speaker of the House of
Representatives:

a. A representative of a critical access hospital.

b. A representative of a federally qualified health center.

C. An individual with technical expertise in health information

technology.

d. A representative of a health system or integrated delivery network.
3) The following three ex officio, nonvoting members:

a. The State Chief Information Officer or a designee.

b. The Director of GDAC or a designee.

C. The Secretary of Health and Human Services, or a designee.
4) The following ex officio, voting member:-members:

a. The Executive Administrator of the State Health Plan for Teachers and

State Employees, or a designee.
b. The Deputy Secretary for the State's Medicaid program, or a designee.

"8 90-414.9. Participation by covered entities.

@ Each-Except for federal agencies that access the HIE Network solely to review patient
data for treatment purposes, all covered entity-that participates-entities that participate in the HIE
Network shall enter into a HIPAA compliant business associate agreement described in
G.S. 90-414.7(b)(8) and a written participation agreement described in G.S. 90-414.7(b)(6) with
the Authority or qualified organization prior to submitting data through or in the HIE Network.
Notwithstanding this subsection, the Authority may exchange data in the HIE Network through
the national eHealth Exchange and the Trusted Exchange Framework and Common Agreement
so long as the Authority enters into the agreements that are necessary to participate in each of
these national networks.

(b) Each covered entity that participates in the HIE Network may authorize its business
associates on behalf of the covered entity to submit data through, or access data stored in, the
HIE Network in accordance with this Article and at the discretion of the Authority, as provided
in G.S. 90-414.7(b)(8).

(c) Notwithstanding any federal or State law or regulation to the contrary, each covered
entity that participates in the HIE Network may disclose an individual's protected health
information through the HIE Network to other covered entities for any purpose permitted by
HIPAA.

"§90-414.12. Penalties and remedies; immunity for covered entities and business associates
for good faith participation.
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€)) Except as provided in subsection (b) of this section, a covered entity that discloses
protected health information in violation of this Article is subject to the following:
1) Any civil penalty or criminal penalty, or both, that may be imposed on the

covered entlty pursuant to the—He&I%h—h#e#naHeniFeekmeleg%fepEeenemre

Aectfederal law or requlation.

@) Any civil remedy available under the HHFECH-Actoranyregulations-adepted

damages—penalﬂes—attemeys—fees—andreest&federal Iaw or requlatlon

3) Disciplinary action by the respective licensing board or regulatory agency
with jurisdiction over the covered entity.

4) Any penalty authorized under Article 2A of Chapter 75 of the General Statutes
if the violation of this Article is also a violation of Article 2A of Chapter 75
of the General Statutes.

(5) Any other civil or administrative remedy available to a plaintiff by State or
federal law or equity.

(a1) In _connection with the submission of the annual compliance report required by
G.S. 90-414.13, it is unlawful for any person or entity to knowingly present or cause to be
presented to the Authority a false record to avoid full payment of the State health data assessment
under G.S. 90-414.4. The Authority may assess against any person or entity that violates this
subsection a civil penalty of not less than five thousand dollars ($5,000) and not more than ten
thousand dollars ($10,000), plus three times the amount of damages sustained by the Authority
as a result of that person's or entity's actions. The clear proceeds of civil penalties provided for
in this subsection shall be remitted to the Civil Penalty and Forfeiture Fund in accordance with
G.S. 115C-457.2.

(a2) The Authority may assess a civil penalty not to exceed fifty dollars ($50.00) for each
day after the required reporting period or deadline that the annual compliance report remains out
of compliance with the requirements prescribed by G.S. 90-414.13.

(b) To the extent permitted under or consistent with federal law, a covered entity or its
business associate that in good faith submits data through, accesses, uses, discloses, or relies
upon data submitted through the HIE Network shall not be subject to criminal prosecution or
civil liability for damages caused by such submission, access, use, disclosure, or reliance.

"8 90-414.13. Annual compliance report.

(a) Reporting Requirement. — Each covered entity that provides, maintains, controls,
directs, or licenses the data transfer system of a provider or entity subject to G.S. 90-414.4(al)
that provides health care services to beneficiaries of State-funded health care shall submit an
annual compliance report to the Authority on a form created by the Authority that meets the
requirements of this section.

(b)  The Authority shall develop and make available to covered entities an annual
compliance report form, which the Authority may update from time to time after consultation
with the Advisory Board. The annual compliance report form shall include fields for at least all
of the following information:

Q) Name of the covered entity, its location, and the Organization NPI.

(2)  Names of providers and entities on whose behalf the covered entity is
submitting the annual compliance report, as well as their respective
Organization NPIs.

(3)  Acknowledgment of the provision of health care services to beneficiaries of
State-funded health care.
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(4)  Status of technical connection to the HIE Network, as determined under

G.S. 90-414.4(a4).

(5)  The status of data submission through the HIE Network that is in compliance

with G.S. 90-414.4.

(6) Representations regarding each of the following, as applicable:

a. For a covered entity that has executed an agreement with the
Authority, a representation regarding that entity's compliance with
such agreement.

b. For a covered entity that has received a time-limited exception from
the Authority, a representation regarding its present intent to connect
to, and begin submitting data through, the HIE Network.

For a covered entity that is required to pay the State health data
assessment fee authorized by G.S.90-414.14, a representation
regarding the amount of the fee owed to the State, an explanation of
how the fee amount was calculated, and whether the fee was submitted
contemporaneously with the annual compliance report as required by
G.S. 90-414.14.
d. For a covered entity that asserts it is exempt from paying the annual
State health data assessment fee, representations regarding why it is
eligible to claim the exemption allowed by G.S. 90-414.14(e).
(7)  Attestation to the completeness and validity of the annual compliance report
form and all representations contained on the form.

() Covered entities shall submit to the Authority all reports and related statements,
documents, and payments required by this section by the first of May each year. Covered entities
shall be deemed to have submitted timely annual compliance reports if complete reports are
postmarked or digitally time-stamped on or before the day the reports are due to the Authority.
If an annual compliance report or any related statements, documents, or payments are submitted
in a manner that does not comply with this section, the Authority may assess a civil penalty not
to exceed fifty dollars ($50.00) for each day after the first of May that the report remains out of
compliance with the requirements of this section. The clear proceeds of civil penalties provided
for in this subsection shall be remitted to the Civil Penalty and Forfeiture Fund in accordance
with G.S. 115C-457.2.

(d) A covered entity that provides, maintains, controls, directs, or licenses a data transfer
system solely on behalf of a provider or entity that voluntarily connects to the HIE Network
pursuant to G.S. 90-414.4(e) is not required to submit an annual compliance report.

(e) State agencies are required to submit an abbreviated annual compliance report, on a
form provided by the Authority, that shall be made available only to State agencies.

(f) At the request of a covered entity, the Authority may waive any requirement in this
section for good cause if the covered entity demonstrates to the satisfaction of the Authority that
complying with a requirement in this section would cause an undue hardship.

(@)  The Department's Division of Health Benefits shall assist in administering the annual
compliance report process as it pertains to the State's Medicaid providers, as determined
necessary by the Authority. At a minimum, the Division of Health Benefits shall annually provide
the Authority with a current list of enrolled Medicaid providers, assist with notifying those
Medicaid providers about the annual compliance report requirement and reporting deadline
established by this section, and provide available information requested by the Authority that is
necessary for the Authority to audit or verify the completeness and accuracy of an enrolled
Medicaid provider's annual compliance report and related materials submitted to the Authority
by or on behalf of that provider.

"8 90-414.14. Annual State health data assessment fee.

|©
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(a) Annual Fee Requirement. — Each covered entity that provides, maintains, controls,
directs, or licenses a data transfer system on behalf of a provider or entity subject to the
mandatory connection and data submission requirements of G.S. 90-414.4 shall pay an annual
State health data assessment fee each year if the covered entity meets any of the following
criteria:

[60)] Is not connected to the HIE Network, as determined pursuant to subsection
(a4) of G.S. 90-414.4.

(2) Is connected to the HIE Network, as determined pursuant to subsection (a4)
of G.S. 90-414.4 but is not submitting required data through the HIE Network.

(b)  Amount of Annual Fee. — The General Assembly shall determine the State health data
assessment fee schedules for annual compliance report periods.

©) Fee Due Date. — A covered entity shall pay any required State health data assessment
fee contemporaneously with the submission of the annual compliance report required by
G.S. 90-414.13.

(d) HIE Network Data and Participation Fund; Use of Proceeds. — The HIE Network Data
and Participation Fund (Fund) is established as a special fund in the Department of Information
Technology under the management and control of the Authority. The Fund shall consist of the
fees collected by the Authority pursuant to this section and all other funds received by the
Authority pursuant to this Article, except for the clear proceeds of civil penalties collected
pursuant to G.S. 90-414.12, 90-414.13, 90-414.16, and subsection (q) of this section. The Fund
shall be placed in an interest-bearing account, and any interest or other income derived from the
Fund shall be credited to the Fund. The Authority shall not use monies in this Fund for any
purpose other than to pay for expenses incurred by the Authority in carrying out its powers and
duties as set forth in this Article. Monies in the Fund shall only be available for expenditure upon
an act of appropriation of the General Assembly. The Fund is subject to the provisions of the
State Budget Act, except that no unexpended surplus of the Fund shall revert to the General Fund.

(e) Fee Exemption. — A covered entity that provides, maintains, controls, directs, or
licenses a data transfer system for providers or entities subject to the HIE Network connection
and data submission requirements of this Article may claim an exemption from the State health
data assessment fee during a reporting period by demonstrating to the satisfaction of the
Authority that one or more of the following is true:

(1)  The covered entity has secured a time-limited exception from the Authority
under G.S. 90-414.4(qg) for the applicable State health data assessment fee
reporting period.

(2)  The covered entity attests, in writing, that it and the providers and entities on
whose behalf it provides, maintains, controls, directs, or licenses a data
transfer system received less than five hundred thousand dollars ($500,000)
in State health care funds for providing health care services to beneficiaries of
State-funded health care.

(3)  The covered entity is acting in good faith to comply with the Statewide Health
Information Exchange Act as evidenced by all of the following:

a. Has entered into a participation agreement with the Authority.
b. Maintains contact with the Authority.
C. Timely responds to direct communications from the Authority

regarding matters such as connection status, onboarding, training, and
data submission.
(4)  The covered entity is in its first year of existence, as evidenced by filings with
the Office of the Secretary of State.
(5)  The covered entity attests, in writing, that it is actively transitioning between
data transfer systems.
(6)  The covered entity is a prepaid health plan, as defined in G.S. 108D-1.
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) Revocation of Exempt Status. — The Authority may revoke a covered entity's
exemption from payment of the State health data assessment fee if the covered entity is
unresponsive to communications from the Authority or if the covered entity fails to maintain
contact with the Authority. The Authority may revoke an exemption from the payment of the
State health data assessment fee for good cause after giving the covered entity 30 days' written
notice and an opportunity to cure any unresponsiveness to, or failure to maintain contact with,
the Authority.

[(s)] Civil Penalty for Submitting a False Record to Avoid the Fee. — It is unlawful for any
person or entity to knowingly present or cause to be presented to the Authority a false record to
avoid full payment of the State health data assessment fee due under this section. The Authority
shall assess against any person or entity that violates this section a civil penalty of not less than
five thousand dollars ($5,000) and not more than ten thousand dollars ($10,000), plus three times
the amount of damages sustained by the Authority as a result of that person's or entity's actions.
The clear proceeds of civil penalties provided for in this subsection shall be remitted to the Civil
Penalty and Forfeiture Fund in accordance with G.S. 115C-457.2.

"8 90-414.15. Appeal of Authority's determinations.

(a) Determinations and Appeals. — The Authority shall make the following
determinations regarding providers' and entities' obligations: (i) grant or deny requests for
time-limited exceptions under G.S. 90-414.4 and (ii) assess penalties under G.S. 90-414.14. The
Authority shall send these determinations, in writing, to providers and entities via certified mail,
return receipt requested, and via email, if known to the Authority. If a provider or entity disagrees
with the Authority's determination, it shall deliver a petition for appeal to the Department of
Information Technology's registered agent via certified mail, return receipt requested, within 30
calendar days after receipt of the Authority's written determination. The petition for appeal shall
include an explanation of the specific reasons the provider or entity disagrees with the Authority's
determination and shall be supported by documentation and affidavits regarding the petitioner's
compliance with this Article along with any other supporting documentation the petitioner deems
relevant to the appeal. The Authority shall develop and make available on its website the form to
be used by any provider or entity seeking to appeal the Authority's determination.

(b) Untimely Appeals. — A petitioner's failure to submit a timely petition for appeal shall
result in the dismissal of the appeal with prejudice. The Department of Information Technology
shall notify the provider or entity of such dismissal in writing.

(©) Review by the State CIO or the State CIO's Designee. — The State CIO or the State
ClO's designee shall review all timely petitions for appeal under this section. The State CIO or
the State CIO's designee may render a decision on the petition without meeting with the
petitioner. If the State CIO or State CIO's designee renders a decision without meeting with the
petitioner, then the State CIO or the State CIO's designee shall notify the petitioner of his or her
decision, in writing, within 30 calendar days after the date the petition was received by the
Department of Information Technology. If the State CIO or the State CIO's designee determines
it is necessary to meet with the petitioner prior to rendering a decision, the State CIO or the State
ClO's designee and petitioner shall schedule a meeting within 30 calendar days after the date the
petition was received by the Department of Information Technology, or as soon as reasonably
practical thereafter, or as agreed upon by the parties. Within 30 calendar days after the date of
the meeting, the State CIO or the State CIO's designee shall submit a decision, in writing, to the
petitioner by certified mail, return receipt requested, and via email, if known.

(d)  Administrative Review. — If the petitioner disagrees with the decision of the State
CIlO orthe State CIO's designee, the petitioner may commence a contested case under Article 3A
of Chapter 150B of the General Statutes. A petition for a contested case shall be filed within 30
calendar days after the earlier of either the date the decision of the State CIO or the State CIO's
designee is mailed to the petitioner or the date the decision of the State C1O or the State CIO's
designee is emailed to the petitioner. Except as otherwise provided by this Article, no other
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disputes between the Authority and providers or entities, including disputes involving the terms
or _conditions of any agreement described in G.S. 90-414.7(b), or a party's performance under
any such agreement, are subject to the contested case provisions of Chapter 150B of the General
Statutes.

"8 90-414.16. Data related services.

(a) Data Related Services. — The Authority may provide data related services to a covered
entity participating in the HIE Network or to a business associate of the participating covered
entity that is using the service to perform a function for the participating covered entity. Only
covered entities participating in the HIE Network may make a request to the Authority for data
related services. Nothing in this section shall be construed to require the Authority to provide
data related services to covered entities or their business associates. Data disclosed or used in the
Authority's provision of these services to any person or entity shall not be used for commercial
purposes.

(b) Cost Recovery. — If the Authority voluntarily elects to provide a data related service
to a covered entity, then it may charge a reasonable fee that may not exceed the actual cost
incurred for the service. The cost recovery shall be based on generally accepted accounting
principles and may include labor costs of the personnel providing the service, any information
technology expense, and any other administrative expense."

SECTION 9B.3.(b) The deadline for submitting the first report due under
G.S. 90-414.13 and the accompanying State health data assessment fee, if applicable, is May 1,
2028.

SECTION 9B.3.(c) Pursuant to G.S. 90-414.14(b), the initial State health data
assessment fee schedules for annual compliance report periods beginning in 2028, 2029, and
2030 are as follows:

1) For the annual compliance report period beginning in 2028:

Amount of State Health Care Funds State Health Data Assessment Fee: Amount
received in 2024 Due
$1,000,000 + 1.6% of State health care funds received in 2027
$750,001 - $1,000,000 $9,000
$500,001 — $750,000 $6,000
$250,001 — $500,000 $3,000
Less than $250,000 (No fee)
(2 For the annual compliance report period beginning in 2029:
Amount of State Health Care Funds State Health Data Assessment Fee: Amount
received in 2025 Due
$1,000,000 + 1.6% of State health care funds received in 2028
$750,001 — $1,000,000 $12,000
$500,001 — $750,000 $8,000
$250,001 — $500,000 $4,000
Less than $250,000 (No fee)
3 For the annual compliance report period beginning in 2030:
Amount of State Health Care Funds State Health Data Assessment Fee: Amount
received in 2026 Due
$1,000,000 + 1.6% of State health care funds received in 2029
$750,001 — $1,000,000 $15,000
$500,001 — $750,000 $9,000
$250,001 — $500,000 $4,500
Less than $250,000 (No fee)

SECTION 9B.3.(d) This section becomes effective December 1, 2025.
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CLARIFICATION RELATED TO EXPANSION OF THE NC LOAN REPAYMENT
PROGRAM

SECTION 9B.4. Section 9B.4(b)(1) of S.L. 2023-134 reads as rewritten:

"(1) For eligible providers with educational loan debt, the total amount of loan
repayment incentives awarded shall not exceed the maximum—ameunts
otherwise-alowed-underthe-current NC-LERP-following amounts:

a. For the primary care physicians initiative, the total amount of loan
repayment incentives awarded to each eligible primary care physician
shall not exceed the maximum amount otherwise allowed under the
current NC LRP.

b. For the behavioral health providers initiative, the total amount of loan
repayment incentives awarded to each eligible provider shall not
exceed fifty thousand dollars ($50,000).

C. For the nurse initiative, the total amount of loan repayment incentives

awarded to each eligible provider shall not exceed fifty thousand
dollars ($50,000)."

MANAGEMENT FLEXIBILITY FOR THE DEPARTMENT OF HEALTH AND
HUMAN SERVICES TO EXPEND CERTAIN ARPA TEMPORARY SAVINGS
FUND APPROPRIATIONS FOR PURPOSES RELATED TO CHILD AND FAMILY
WELL-BEING

SECTION 9B.5. The Department of Health and Human Services (DHHS) may
allocate any unexpended funds remaining from the appropriations described in Section 9B.9(a)
of S.L. 2023-134 to the Division of Child Welfare and Family Well-Being; the Division of

Mental Health, Developmental Disabilities, and Substance Use Services; and the Division of

Social Services in the amounts and for the programs and initiatives the DHHS deems necessary,

as long as the programs and initiatives are consistent with the purposes described in subdivisions

(@)(1) and (a)(2) of Section 9B.9 of S.L. 2023-134.

PART IX-C. CHILD AND FAMILY WELL-BEING [RESERVED]
PART IX-D. CHILD DEVELOPMENT AND EARLY EDUCATION

NC PRE-K PROGRAMS/STANDARDS FOR FOUR- AND FIVE-STAR RATED
FACILITIES

SECTION 9D.1.(a) Eligibility. — The Department of Health and Human Services,
Division of Child Development and Early Education, shall continue implementing the
prekindergarten program (NC Pre-K). The NC Pre-K program shall serve children who are 4
years of age on or before August 31 of the program year. In determining eligibility, the Division
shall establish income eligibility requirements for the program not to exceed seventy-five percent
(75%) of the State median income. Up to twenty percent (20%) of children enrolled may have
family incomes in excess of seventy-five percent (75%) of median income if those children have
other designated risk factors. Furthermore, any age-eligible child who is a child of either of the
following shall be eligible for the program: (i) an active duty member of the Armed Forces of the
United States, including the North Carolina National Guard, State military forces, or a reserve
component of the Armed Forces who was ordered to active duty by the proper authority within
the last 18 months or is expected to be ordered within the next 18 months, or (ii) a member of the
Armed Forces of the United States, including the North Carolina National Guard, State military
forces, or a reserve component of the Armed Forces who was injured or killed while serving on
active duty. Eligibility determinations for NC Pre-K participants may continue through local
education agencies and local North Carolina Partnership for Children, Inc., partnerships.
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Other than developmental disabilities or other chronic health issues, the Division shall
not consider the health of a child as a factor in determining eligibility for participation in the NC
Pre-K program.

SECTION 9D.1.(al) Staff-To-Child Ratio and Class Size. — The classroom shall not
exceed a maximum staff-to-child ratio of one to 10 with a maximum class size of 20 children,
with at least one teacher and one teacher assistant per classroom. A classroom of 10 children or
less shall have at least one teacher. The Child Care Commission shall adopt any rules and the
Division of Child Development and Early Education shall revise any rules or policies necessary
to implement the provisions of this subsection.

SECTION 9D.1.(b) Multiyear Contracts. — The Division of Child Development and
Early Education shall require the NC Pre-K contractor to issue multiyear contracts for licensed
private child care centers providing NC Pre-K classrooms.

SECTION 9D.1.(c) Building Standards. — Notwithstanding G.S. 110-91(4), private
child care facilities and public schools operating NC Pre-K classrooms shall meet the building
standards for preschool students as provided in G.S. 115C-521.1.

SECTION 9D.1.(d) Programmatic Standards. — Except as provided in subsection (c)
of this section, entities operating NC Pre-K classrooms shall adhere to all of the policies
prescribed by the Division of Child Development and Early Education regarding programmatic
standards and classroom requirements.

SECTION 9D.1.(e) NC Pre-K Committees. — Local NC Pre-K committees shall use
the standard decision-making process developed by the Division of Child Development and Early
Education in awarding NC Pre-K classroom slots and student selection.

SECTION 9D.1.(f) Reporting. — The Division of Child Development and Early
Education shall submit an annual report no later than March 15 of each year to the Joint
Legislative Oversight Committee on Health and Human Services, the Office of State Budget and
Management, and the Fiscal Research Division. The report shall include the following:

1) The number of children participating in the NC Pre-K program by county.

2) The number of children participating in the NC Pre-K 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
programs.

3) The expected NC Pre-K expenditures for the programs and the source of the

local contributions.

(4)  The results of an annual evaluation of the NC Pre-K program.

SECTION 9D.1.(g) Audits. — The administration of the NC Pre-K program by local
partnerships shall be subject to the financial and compliance audits authorized under
G.S. 143B-168.14(b).

NC PRE-K/REPORT ON REALLOCATION OF UNUSED SLOTS

SECTION 9D.2. The Department of Health and Human Services, Division of Child
Development and Early Education (Division), shall submit a report to the Joint Legislative
Oversight Committee on Health and Human Services and the Fiscal Research Division by March
1, 2026, on how unused slots are reallocated in the NC Prekindergarten (NC Pre-K) program.
The report shall include, at a minimum, the following:

Q) A description of the number of unused slots following the 2022-2023 program
year.

2 Options for changes to the administration of the program that would allow
unused slots to be used by counties that have waiting lists of eligible children
and sufficient providers to use those slots that program year.

3) Any other information the Division deems relevant to the issue of chronically
unused NC Pre-K slots.
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CHILD CARE SUBSIDY RATES

SECTION 9D.3.(a) The maximum gross annual income for initial eligibility,
adjusted annually, for subsidized child care services shall be determined based on a percentage
of the federal poverty level as follows:

AGE INCOME PERCENTAGE LEVEL
0-5 200%
6-12 133%

The eligibility for any child with special needs, including a child who is 13 years of
age or older, shall be two hundred percent (200%) of the federal poverty level.

SECTION 9D.3.(b) The fees for families who are required to share in the cost of
care are established based on ten percent (10%) of gross family income. Effective August 1,
2026, the fees for families who are required to share in the cost of care are established based on
seven percent (7%) of gross family income. When care is received at the blended rate, the
copayment shall be eighty-three percent (83%) of the full-time copayment. Copayments for
part-time care shall be seventy-five percent (75%) of the full-time copayment.

SECTION 9D.3.(c) Payments for the purchase of child care services for low-income
children shall be in accordance with the following requirements:

1) Religious sponsored child care facilities operating pursuant to G.S. 110-106
and licensed child care centers and homes that meet the minimum licensing
standards that are participating in the subsidized child care program shall be
paid the one-star county market rate or the rate they charge privately paying
parents unless prohibited by subsection (f) of this section.

(2) Licensed child care centers and homes with two or more stars shall receive the
market rate for that rated license level for that age group unless prohibited by
subsection (g) of this section.

3) No payments shall be made for transportation services charged by child care
facilities.

4) Payments for subsidized child care services for postsecondary education shall
be limited to a maximum of 20 months of enrollment. This shall not be
determined before a family's annual recertification period.

(5) The Department of Health and Human Services shall implement necessary
rule changes to restructure services, including, but not limited to, targeting
benefits to employment.

SECTION 9D.3.(d) Provisions of payment rates for child care providers in counties
that do not have at least 50 children in each age group for center-based and home-based care are
as follows:

1) Except as applicable in subdivision (2) of this subsection, payment rates shall
be set at the statewide or regional market rate for licensed child care centers
and homes.

2 If it can be demonstrated that the application of the statewide or regional
market rate to a county with fewer than 50 children in each age group is lower
than the county market rate and would inhibit the ability of the county to
purchase child care for low-income children, then the county market rate may
be applied.

SECTION 9D.3.(e) A market rate shall be calculated for child care centers and
homes at each rated license level for each county and for each age group or age category of
enrollees and shall be representative of fees charged to parents for each age group of enrollees
within the county. The Division of Child Development and Early Education shall also calculate
a statewide rate and regional market rate for each rated license level for each age category.
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SECTION 9D.3.(f) The Division of Child Development and Early Education shall
continue implementing policies that improve the quality of child care for subsidized children,
including a policy in which child care subsidies are paid, to the extent possible, for child care in
the higher quality centers and homes only. The Division shall define higher quality, and subsidy
funds shall not be paid for one- or two-star-rated facilities. For those counties with an inadequate
number of four- and five-star-rated facilities, the Division shall continue a transition period that
allows the facilities to continue to receive subsidy funds while the facilities work on the increased
star ratings. The Division may allow exemptions in counties where there is an inadequate number
of four- and five-star-rated facilities for non-star-rated programs, such as religious programs.

SECTION 9D.3.(g) Facilities licensed pursuant to Article 7 of Chapter 110 of the
General Statutes and facilities operated pursuant to G.S. 110-106 may participate in the program
that provides for the purchase of care in child care facilities for minor children of needy families.
Except as authorized by subsection (f) of this section, no separate licensing requirements shall
be used to select facilities to participate. In addition, child care facilities shall be required to meet
any additional applicable requirements of federal law or regulations. Child care arrangements
exempt from State regulation pursuant to Article 7 of Chapter 110 of the General Statutes shall
meet the requirements established by other State law and by the Social Services Commission.

County departments of social services or other local contracting agencies shall not
use a provider's failure to comply with requirements in addition to those specified in this
subsection as a condition for reducing the provider's subsidized child care rate.

SECTION 9D.3.(h) Payment for subsidized child care services provided with
Temporary Assistance for Needy Families Block Grant funds shall comply with all regulations
and policies issued by the Division of Child Development and Early Education for the subsidized
child care program.

SECTION 9D.3.(i) Noncitizen families who reside in this State legally shall be
eligible for child care subsidies if all other conditions of eligibility are met. If all other conditions
of eligibility are met, noncitizen families who reside in this State illegally shall be eligible for
child care subsidies only if at least one of the following conditions is met:

1) The child for whom a child care subsidy is sought is receiving child protective

services or foster care services.

(2 The child for whom a child care subsidy is sought is developmentally delayed

or at risk of being developmentally delayed.

3) The child for whom a child care subsidy is sought is a citizen of the United

States.

SECTION 9D.3.(j) The Department of Health and Human Services, Division of
Child Development and Early Education, shall require all county departments of social services
to include on any forms used to determine eligibility for child care subsidy whether the family
waiting for subsidy is receiving assistance through the NC Pre-K Program or Head Start.

SECTION 9D.3.(k) Department of Defense-certified child care facilities licensed
pursuant to G.S. 110-106.2 may participate in the State-subsidized child care program that
provides for the purchase of care in child care facilities for minor children in needy families,
provided that funds allocated from the State-subsidized child care program to Department of
Defense-certified child care facilities shall supplement and not supplant funds allocated in
accordance with G.S. 143B-168.15(g). Payment rates and fees for military families who choose
Department of Defense-certified child care facilities and who are eligible to receive subsidized
child care shall be as set forth in this section.

CHILD CARE ALLOCATION FORMULA

SECTION 9D.4.(a) The Department of Health and Human Services, Division of
Child Development and Early Education (Division), shall allocate child care subsidy voucher
funds to pay the costs of necessary child care for minor children of needy families. The
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mandatory thirty percent (30%) North Carolina Partnership for Children, Inc., subsidy allocation
under G.S. 143B-168.15(g) shall constitute the base amount for each county's child care subsidy
allocation. The Department of Health and Human Services shall use the following method when
allocating federal and State child care funds, not including the aggregate mandatory thirty percent
(30%) North Carolina Partnership for Children, Inc., subsidy allocation:

1) Funds shall be allocated to a county based upon the projected cost of serving
children under age 11 in families with all parents working who earn less than
the applicable federal poverty level percentage set forth in Section 9D.3(a) of
this act.

(2)  The Division may withhold up to two percent (2%) of available funds from
the allocation formula for (i) preventing termination of services throughout
the fiscal year and (ii) repayment of any federal funds identified by counties
as overpayments, including overpayments due to fraud. The Division shall
allocate to counties any funds withheld before the end of the fiscal year when
the Division determines the funds are not needed for the purposes described
in this subdivision. The Division shall submit a report to the Joint Legislative
Oversight Committee on Health and Human Services and the Fiscal Research
Division, which report shall include each of the following:

a. The amount of funds used for preventing termination of services and
the repayment of any federal funds.

b. The date the remaining funds were distributed to counties.

C. As a result of funds withheld under this subdivision and after funds

have been distributed, any counties that did not receive at least the
amount the counties received the previous year and the amount by
which funds were decreased.
The Division shall submit a report in each year of the 2025-2027 fiscal
biennium 30 days after the funds withheld pursuant to this subdivision are
distributed but no later than April 1 of each respective year.

3) The Division shall set aside four percent (4%) of child care subsidy allocations
for vulnerable populations, which include a child identified as having special
needs and a child whose application for assistance indicates that the child and
the child's family is experiencing homelessness or is in a temporary living
situation. A child identified by this subdivision shall be given priority for
receiving services until such time as set-aside allocations for vulnerable
populations are exhausted.

SECTION 9D.4.(b) The Division may reallocate unused child care subsidy voucher
funds in order to meet the child care needs of low-income families. Any reallocation of funds
shall be based upon the expenditures of all child care subsidy voucher funding, including North
Carolina Partnership for Children, Inc., funds within a county. Counties shall manage service
levels within the funds allocated to the counties. A county with a spending coefficient over one
hundred percent (100%) shall submit a plan to the Division for managing the county's allocation
before receiving any reallocated funds.

SECTION 9D.4.(c) When implementing the formula under subsection (a) of this
section, the Division shall include the market rate increase in the formula process rather than
calculate the increases outside of the formula process. Additionally, the Department shall do the
following:

Q) Deem a county's initial allocation as the county's expenditure in the previous
fiscal year or a prorated share of the county's previous fiscal year expenditures
if sufficient funds are not available.

(2) Effective immediately following the next new decennial census data release,
implement (i) one-third of the change in a county's allocation in the year
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following the data release, (ii) an additional one-third of the change in a
county's allocation beginning two years after the initial change under this
subdivision, and (iii) the final one-third change in a county's allocation
beginning the following two years thereafter.

SMART START INITIATIVES

SECTION 9D.5.(a) Policies. — The North Carolina Partnership for Children, Inc.,
and its Board shall ensure policies focus on the North Carolina Partnership for Children, Inc.'s,
mission of improving child care quality in North Carolina for children from birth to 5 years of
age. North Carolina Partnership for Children, Inc., funded activities shall include assisting child
care facilities with (i) improving quality, including helping one-, two-, and three-star-rated
facilities increase their star ratings, and (ii) implementing prekindergarten programs. State
funding for local partnerships shall also be used for evidence-based or evidence-informed
programs for children from birth to 5 years of age that do the following:

1) Increase children's literacy.
(2 Increase the parents’ ability to raise healthy, successful children.
3) Improve children's health.

(4)  Assist four- and five-star-rated facilities in improving and maintaining quality.

SECTION 9D.5.(b) Administration. — Administrative costs shall be equivalent to,
on an average statewide basis for all local partnerships, not more than ten percent (10%) of the
total statewide allocation to all local partnerships. For purposes of this subsection, administrative
costs shall include costs associated with partnership oversight, business and financial
management, general accounting, human resources, budgeting, purchasing, contracting, and
information systems management. The North Carolina Partnership for Children, Inc., shall
continue using a single statewide contract management system that incorporates features of the
required standard fiscal accountability plan described in G.S. 143B-168.12(a)(4). All local
partnerships are required to participate in the contract management system and, directed by the
North Carolina Partnership for Children, Inc., to collaborate, to the fullest extent possible, with
other local partnerships to increase efficiency and effectiveness.

SECTION 9D.5.(c) Salaries. — The salary schedule developed and implemented by
the North Carolina Partnership for Children, Inc., shall set the maximum amount of State funds
that may be used for the salary of the Executive Director of the North Carolina Partnership for
Children, Inc., and the directors of the local partnerships. The North Carolina Partnership for
Children, Inc., shall base the schedule on the following criteria:

1) The population of the area serviced by a local partnership.

(2)  The amount of State funds administered.

3) The amount of total funds administered.

(4)  The professional experience of the individual to be compensated.

5) Any other relevant factors pertaining to salary, as determined by the North

Carolina Partnership for Children, Inc.

The salary schedule shall be used only to determine the maximum amount of State
funds that may be used for compensation. Nothing in this subsection shall be construed to prohibit
a local partnership from using non-State funds to supplement an individual's salary in excess of
the amount set by the salary schedule established under this subsection.

SECTION 9D.5.(d) Match Requirements. — The North Carolina Partnership for
Children, Inc., and all local partnerships shall, in the aggregate, be required to apply the match
percentages specified in this section to the total amount budgeted for the program in each fiscal
year of the 2025-2027 biennium. Of the funds that the North Carolina Partnership for Children,
Inc., and the local partnerships are required to match, contributions of cash shall be equal to at
least thirteen percent (13%) and in-kind donated resources shall be equal to no more than six
percent (6%) for a total match requirement of nineteen percent (19%) for each year of the

S257-CSNExfap-3 [v.7] Senate Bill 257 Page 179



O©ooO~NOoO ol WwWN -

General Assembly Of North Carolina Session 2025

2025-2027 fiscal biennium. The North Carolina Partnership for Children, Inc., may carry forward
any amount in excess of the required match for a fiscal year in order to meet the match
requirement of the succeeding fiscal year. Only in-kind contributions that are quantifiable shall
be applied to the in-kind match requirement. VVolunteer services may be treated as an in-kind
contribution for the purpose of the match requirement of this subsection. VVolunteer services that
qualify as professional services shall be valued at the fair market value of those services. All
other volunteer service hours shall be valued at the statewide average wage rate as calculated
from data compiled by the Division of Employment Security of the Department of Commerce in
the Employment and Wages in North Carolina Annual Report for the most recent period for
which data are available. Expenses, including both those paid by cash and in-kind contributions,
incurred by other participating non-State entities contracting with the North Carolina Partnership
for Children, Inc., or the local partnerships also may be considered resources available to meet
the required private match. In order to qualify to meet the required private match, the expenses
shall:

1) Be verifiable from the contractor's records.

(2 If in-kind, other than volunteer services, be quantifiable in accordance with
generally accepted accounting principles for nonprofit organizations.

3) Not include expenses funded by State funds.

4) Be supplemental to and not supplant preexisting resources for related program
activities.

(5) Be incurred as a direct result of the Early Childhood Initiatives Program and
be necessary and reasonable for the proper and efficient accomplishment of
the Program's objectives.

(6) Be otherwise allowable under federal or State law.

@) Be required and described in the contractual agreements approved by the
North Carolina Partnership for Children, Inc., or the local partnership.

(8) Be reported to the North Carolina Partnership for Children, Inc., or the local
partnership by the contractor in the same manner as reimbursable expenses.

Failure to obtain a nineteen-percent (19%) match by June 30 of each year of the
2025-2027 fiscal biennium shall result in a dollar-for-dollar reduction in the appropriation for the
Program for a subsequent fiscal year. The North Carolina Partnership for Children, Inc., shall be
responsible for compiling information on the private cash and in-kind contributions into a report,
to be included in its annual report as required under G.S. 143B-168.12(d), in a format that allows
verification by the Department of Revenue. The North Carolina Partnership for Children, Inc.,
shall provide a copy of the annual report to the Department of Health and Human Services,
Division of Child Development and Early Education. The same match requirements shall apply
to any expansion funds appropriated by the General Assembly.

SECTION 9D.5.(e) Bidding. — The North Carolina Partnership for Children, Inc.,
and all local partnerships shall use competitive bidding practices in contracting for goods and
services on contract amounts as follows:

Q) For amounts of five thousand dollars ($5,000) or less, the procedures specified

by a written policy as developed by the Board of Directors of the North
Carolina Partnership for Children, Inc.

(2) For amounts greater than five thousand dollars ($5,000) but less than fifteen
thousand dollars ($15,000), three written quotes.

3) For amounts of fifteen thousand dollars ($15,000) or more but less than forty
thousand dollars ($40,000), a request for proposal process.

4) For amounts of forty thousand dollars ($40,000) or more, a request for
proposal process and advertising in a major newspaper.
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SECTION 9D.5.(f) Allocations. — The North Carolina Partnership for Children, Inc.,
shall not reduce the allocation for counties with less than 35,000 in population below the
2012-2013 funding level.

SECTION 9D.5.(g) Performance-Based Evaluation. — The Department of Health
and Human Services shall continue to implement the performance-based evaluation system.

SECTION 9D.5.(h) Expenditure Restrictions. — Except as provided in subsection (i)
of this section, the Department of Health and Human Services and the North Carolina Partnership
for Children, Inc., shall ensure that the allocation of funds for Early Childhood Education and
Development Initiatives for the 2025-2027 fiscal biennium shall be administered and distributed
in the following manner:

1) Capital expenditures are prohibited for the 2025-2027 fiscal biennium. For the
purposes of this section, "capital expenditures"” means expenditures for capital
improvements as defined in G.S. 143C-1-1(d)(5).

2 Expenditures of State funds for advertising and promotional activities are
prohibited for the 2025-2027 fiscal biennium.

For the 2025-2027 fiscal biennium, local partnerships shall not spend any State funds
on marketing campaigns, advertising, or any associated materials. Local partnerships may spend
any private funds the local partnerships receive on those activities.

SECTION 9D.5.(i) Notwithstanding subsection (h) of this section, the North
Carolina Partnership for Children, Inc., and local partnerships may use up to one percent (1%) of
State funds for fundraising activities. The North Carolina Partnership for Children, Inc., shall
include in its annual report required under G.S. 143B-168.12(d) a report on the use of State funds
for fundraising. The report shall include the following:

1) The amount of funds expended on fundraising.

2 Any return on fundraising investments.

3) Any other information deemed relevant.

SMART START LITERACY INITIATIVE/DOLLY PARTON'S IMAGINATION
LIBRARY

SECTION9D.6.(a) A portion of the funds allocated in this act to the North Carolina
Partnership for Children, Inc., from the Department of Health and Human Services, shall
continue to be used to increase access to Dolly Parton's Imagination Library, an early literacy
program that mails age-appropriate books on a monthly basis to children registered for the
program.

SECTION 9D.6.(b) The North Carolina Partnership for Children, Inc., may use up
to one percent (1%) of the funds for statewide program management and up to one percent (1%)
of the funds for program evaluation. Funds allocated under this section shall not be subject to
administrative costs requirements under Section 9D.5(b) of this act, nor shall these funds be
subject to the child care services funding requirements under G.S. 143B-168.15(b), child care
subsidy expansion requirements under G.S. 143B-168.15(g), or the match requirements under
Section 9D.5(d) this act.

INCREASE CHILD CARE SUBSIDY REIMBURSEMENT RATES

SECTION 9D.7. Beginning July 1, 2025, the Department of Health and Human
Services, Division of Child Development and Early Education, shall increase the child care
subsidy market rates to the seventy-fifth percentile as recommended by the 2023 Child Care
Market Rate Study for children in three-, four-, and five-star-rated child care centers and homes.
PART IX-E. HEALTH BENEFITS
CONTINUE MEDICAID ANNUAL REPORT
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SECTION 9E.1. The Department of Health and Human Services, Division of Health
Benefits (DHB), shall continue the publication of the Medicaid Annual Report and
accompanying tables. DHB shall publish the report and tables on its website no later than
December 31 following each State fiscal year.

VOLUME PURCHASE PLANS AND SINGLE SOURCE PROCUREMENT

SECTION 9E.2. The Department of Health and Human Services, Division of Health
Benefits, may, subject to the approval of a change in the State Medicaid Plan, contract for
services, medical equipment, supplies, and appliances by implementation of volume purchase
plans, single source procurement, or other contracting processes in order to improve cost
containment.

DURATION OF MEDICAID PROGRAM MODIFICATIONS

SECTION 9E.3.(a) Except for statutory changes or where otherwise specified, the
Department of Health and Human Services shall not be required to maintain, after June 30, 2027,
any modifications to the Medicaid program required by this Subpart.

SECTION 9E.3.(b) Consistent with the duration of Medicaid program modifications
established in subsection (a) of this section, the Department of Health and Human Services shall
not be required to maintain, after June 30, 2027, any modifications to the Medicaid program
required by Section 15 of S.L. 2023-129.

ADMINISTRATIVE HEARINGS FUNDING

SECTION 9E.4. Of the funds appropriated in this act to the Department of Health
and Human Services, Division of Health Benefits, for administrative contracts and interagency
transfers, the Department of Health and Human Services (DHHS) shall transfer the sum of one
million dollars ($1,000,000) for the 2025-2026 fiscal year and the sum of one million dollars
(%$1,000,000) for the 2026-2027 fiscal year to the Office of Administrative Hearings (OAH).
These funds shall be allocated by OAH for mediation services provided for Medicaid applicant
and recipient appeals and to contract for other services necessary to conduct the appeals process.
OAMH shall continue the Memorandum of Agreement (MOA) with DHHS for mediation services
provided for Medicaid recipient appeals and contracted services necessary to conduct the appeals
process. Upon receipt of invoices from OAH for covered services rendered in accordance with
the MOA, DHHS shall transfer the federal share of Medicaid funds drawn down for this purpose.

ACCOUNTING FOR MEDICAID RECEIVABLES AS NONTAX REVENUE

SECTION 9E.5.(a) The Department of Health and Human Services, Division of
Health Benefits (DHB), receivables reserved at the end of the 2025-2026 and 2026-2027 fiscal
years shall, when received, be accounted for as nontax revenue for each of those fiscal years. The
treatment under this section of any revenue derived from federal programs shall be in accordance
with the requirements specified in the Code of Federal Regulations, Title 2, Part 225.

SECTION 9E.5.(b) For the 2025-2026 fiscal year, the Department of Health and
Human Services shall deposit from its revenue one hundred seven million seven hundred
thousand dollars ($107,700,000) with the Department of State Treasurer to be accounted for as
nontax revenue. For the 2026-2027 fiscal year, the Department of Health and Human Services
shall deposit from its revenues one hundred nine million dollars ($109,000,000) with the
Department of State Treasurer to be accounted for as nontax revenue. These deposits shall
represent the return of advanced General Fund appropriations, nonfederal revenue, fund
balances, or other resources from State-owned and State-operated hospitals that are used to
provide indigent and nonindigent care services. The return from State-owned and State-operated
hospitals to the Department of Health and Human Services shall be made from nonfederal
resources in the following manner:
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1) The University of North Carolina Hospitals at Chapel Hill shall make the
following deposits:
a. For the 2025-2026 fiscal year, the amount of thirty-one million three
hundred sixty-five thousand three hundred five dollars ($31,365,305).
b. For the 2026-2027 fiscal year, the amount of thirty-one million three
hundred sixty-five thousand three hundred five dollars ($31,365,305).
2 All State-owned and State-operated hospitals, other than the University of
North Carolina Hospitals at Chapel Hill, that specialize in psychiatric care
shall annually deposit an amount equal to the amount of the payments from
DHB for uncompensated care.

LME/MCO INTERGOVERNMENTAL TRANSFERS

SECTION 9E.6.(a) The local management entities/managed care organizations
(LME/MCOs) shall make intergovernmental transfers to the Department of Health and Human
Services, Division of Health Benefits (DHB), in an aggregate amount of eighteen million
twenty-eight thousand two hundred seventeen dollars ($18,028,217) in the 2025-2026 fiscal year
and in an aggregate amount of eighteen million twenty-eight thousand two hundred seventeen
dollars ($18,028,217) for the 2026-2027 fiscal year. The due date and frequency of the
intergovernmental transfer required by this section shall be determined by DHB. The amount of
the intergovernmental transfer that each individual LME/MCO is required to make in each fiscal
year shall be as follows:

2025-2026 2026-2027
Alliance Behavioral Healthcare $4,508,857 $4,508,857
Partners Health Management $3,544,348 $3,544,348
Trillium Health Resources $6,448,693 $6,448,693
Vaya Health $3,526,319 $3,526,319

SECTION 9E.6.(b) In the event that a county disengages from an LME/MCO and
realigns with another LME/MCO during the 2025-2027 fiscal biennium, DHB shall have the
authority to reallocate the amount of the intergovernmental transfer that each affected
LME/MCO is required to make under subsection (a) of this section, taking into consideration the
change in catchment area and covered population, provided that the aggregate amount of the
transfers received from all LME/MCOs in each year of the fiscal biennium is achieved.

CHILDREN AND FAMILIES SPECIALTY PLAN
SECTION 9E.7.(a) Section 9E.22(a) of S.L. 2023-134 reads as rewritten:

"SECTION 9E.22.(a) The Department of Health and Human Services (DHHS) shall issue
an initial request for proposals (RFP) to procure a single statewide children and families (CAF)
specialty plan contract with services to begin to individuals described in G.S. 108D-40(a)(14) no
later than December 1, 2024.—2025. The RFP shall be subject to the requirements in
G.S. 108D-62, as enacted by subsection (k) of this section. DHHS shall define the services
available under the CAF specialty plan and the Medicaid beneficiaries who are eligible to enroll
in the CAF specialty plan, except as otherwise specified in this act or in law. For the purposes of
this section, the CAF specialty plan shall be as defined under G.S. 108D-1, as amended by
subsection (c) of this section.”

SECTION 9E.7.(b) G.S. 108D-40(a)(14) reads as rewritten:

"(14) Until the CAF specialty plan becomes operational, recipients who are (i)
children enrolled in foster care in this State, (ii) receiving adoption assistance,
or (iii) former foster care youth unti-they-reach-the-age-ef26-who are eligible
for Medicaid under G.S. 108A-54.3A(a)(8). When the CAF specialty plan
becomes operational, recipients described in this subdivision will be enrolled
in accordance with G.S. 108D-62."
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SECTION 9E.7.(c) This section is effective when it becomes law.

MEDICAID WORK REQUIREMENTS
SECTION 9E.8.(a) Section 2.4 of S.L. 2023-7 reads as rewritten:

"SECTION 2.4. |If there is any indication that work requirements as a condition of
participation in the Medicaid program may be authorized by the Centers for Medicare and
Medicaid Services (CMS), then the Department of Health and Human Services, Division of
Health Benefits (DHB), shall enter into negotiations with CMS to develop a plan for those work
requirements and to obtain approval of that plan. Within 30 days of entering into negotiations
with CMS pursuant to this section, DHB shall notify, in writing, the Joint Legislative Oversight
Committee on Medicaid (JLOC) and the Fiscal Research Division (FRD) of these negotiations.
Within 30 days of approval by CMS of a plan for work requirements as a condition of
participation in the Medicaid program, DHB shall submit a report to JLOC and FRD containing
the full details of the approved work requirements, including the approved date of
implementation of the requirements and any funding necessary to implement or maintain the
requirements._ Notwithstanding any provision of G.S. 108A-54.3A to the contrary, the
Department of Health and Human Services shall implement any work requirements as a condition
of participation in the Medicaid program approved by the Centers for Medicare and Medicaid
Services in accordance with this section.”

SECTION 9E.8.(b) This section is effective when it becomes law.

TEMPORARILY EXTEND OPTION TO DECREASE MEDICAID ENROLLMENT

BURDEN ON COUNTY DEPARTMENTS OF SOCIAL SERVICES

SECTION 9E.9.(a) Section 1.8(a) of S.L. 2023-7, as amended by Section 9(a) of
S.L. 2024-34, reads as rewritten:

"SECTION 1.8.(a) Notwithstanding G.S. 108A-54(d) and in accordance with
G.S. 143B-24(b), the Department of Health and Human Services (DHHS) is authorized, on a
temporary basis to conclude by June 30, 2025—2028, to utilize the federally facilitated
marketplace (Marketplace), also known as the federal health benefit exchange, to make Medicaid
eligibility determinations. In accordance with G-S-108A-54(b},—G.S. 108A-54(f), these
eligibility determinations shall be in compliance with all eligibility categories, resource limits,
and income thresholds set by the General Assembly.”

SECTION 9E.9.(b) This section is effective when it becomes law.

EXTEND PHARMACY REIMBURSEMENT RATES IN MEDICAID MANAGED CARE
SECTION 9E.10. Section 9D.19A of S.L. 2021-180, as amended by Section 9D.8
of S.L. 2022-74, reads as rewritten:

"SECTION 9D.19A.(a) Notwithstanding G.S. 108D-65(6)b., for the prepaid health plan
capitated contracts required under Article 4 of Chapter 108D of the General Statutes, the
reimbursement for the ingredient cost for covered outpatient drugs and the professional drug
dispensing fee shall be set at one hundred percent (100%) of the Medicaid pharmacy
fee-for-service reimbursement methodologies in Attachment 4.19-B of section 12 of the
Medicaid State Plan under Title XIX of the Social Security Act Medicaid Assistance Program,
as filed with, and approved by, the Centers for Medicare and Medicaid Services. The National
Average Drug Acquisition Cost (NADAC), when applicable and as allowed under the Medicaid
State Plan, plus a professional dispensing fee based on the cost of the dispensing study conducted
on behalf of the North Carolina Department of Health and Human Services, Division of Health
Benefits, will serve as the primary method utilized for reimbursement for retail community
pharmacy claims not dispensed utilizing covered outpatient drugs acquired through the 340B
drug discount program established under 42 U.S.C. § 256b. All claims utilizing drugs acquired
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through the 340B drug discount program shall be reimbursed in accordance with the
CMS-approved Medicaid State Plan.

"SECTION 9D.19A.(b) This section is effective when it becomes law and expires June 30,
2026.2031."

GROSS PREMIUM TAX OFFSET CHANGES

SECTION 9E.11.(a) Article 8B of Chapter 105 of the General Statutes is amended
by adding a new section to read:
"8 105-228.10A. Transfer to Health Advancement Receipts Special Fund.

Each fiscal year, the Secretary of Revenue shall transfer at the beginning of each quarter from
the State insurance tax net collections received by the Department of Revenue under this Article
to the State Treasurer for the Health Advancement Receipts Special Fund, the gross premiums
tax offset amount, as defined in G.S. 108A-147.12. The Office of State Budget and Management
shall calculate the amount of the gross premiums tax offset as defined in G.S. 108A-147.12 and
certify the amount for the Secretary of Revenue that is required to transfer each quarter using
data in the North Carolina Financial System."

SECTION 9E.11.(b) G.S. 108A-147.11 reads as rewritten:
"8§ 108A-147.11. Health advancement reconciliation adjustment component.

@ The health advancement reconciliation adjustment component is a positive or
negative dollar amount equal to the actual nonfederal expenditures for the quarter that is two
quarters prior to the current quarter minus the sum of the following specified amounts:

(1)  The presumptive service cost component calculated under G.S. 108A-147.5
for the quarter that is two quarters prior to the current quarter.

(2)  The positive or negative gross-premiums-tax-offset-amount-caleulated-under
G:S108A-147-12(b)-amount transferred during the current quarter by the
Department of Revenue to the State Treasurer for the Health Advancement
Receipts Special Fund under G.S. 105-228.10A.

3) The HASP health advancement component calculated under G.S. 108A-147.6
for the quarter that is two quarters prior to the current quarter.

SECTION 9E.11.(c) G.S. 143C-9-10 reads as rewritten:
"8 143C-9-10. Health Advancement Receipts Special Fund.

@ Creation. — The Health Advancement Receipts Special Fund is established as a
nonreverting special fund in the Department of Health and Human Services.

(b) Source of Funds. — Each State fiscal quarter, the Department of Health and Human
Services shall deposit in the Health Advancement Receipts Special Fund an amount of funds
equal to the total nonfederal receipts for health advancement calculated under
G.S. 108A-147.3(b) for that quarter, minus the State retention component under G.S. 108A-147.8
for that quarter, and plus the positive or negative gress-premiums-tax-offset-amount ecalculated
under G-S108A-147-12(b)forthatquarter-transferred by the Department of Revenue to the State
Treasurer for the Health Advancement Receipts Special Fund under G.S. 105-228.10A.

(©) Use of Funds. — The Department of Health and Human Services shall use funds in the
Health Advancement Receipts Special Fund only for the purposes described in
G.S. 108A-147.13."

SECTION 9E.11.(d) Section 1.6(d) of S.L. 2023-7 expires on June 30, 2025.

CONTINUE MEDICAID COVERAGE FOR PREGNANT WOMEN FOR TWELVE
MONTHS POSTPARTUM
SECTION 9E.12.(a) Section 9D.13(c) of S.L. 2021-180 is repealed.
SECTION 9E.12.(b) G.S. 108A-146.5 reads as rewritten:
"§ 108A-146.5. Aggregate modernized assessment collection amount.

S257-CSNExfap-3 [v.7] Senate Bill 257 Page 185



O©ooO~NOoO ol WwWN -

General Assembly Of North Carolina Session 2025

€)) The aggregate modernized assessment collection amount is an amount of money that
is calculated by subtracting the modernized intergovernmental transfer adjustment component
under G.S. 108A-146.13 from the total modernized nonfederal receipts under subsection (b) of
this section and then adding the positive or negative amount of the modernized IGT actual
receipts adjustment component under G.S. 108A-146.14.
(b) The total modernized nonfederal receipts is the sum of all of the following:
1) One-fourth of the State's annual Medicaid payment.
(2 The managed care component under G.S. 108A-146.7.
3) The fee-for-service component under G.S. 108A-146.9.
(3a) The modernized HASP component under G.S. 108A-146.10.
4) The GME component under G.S. 108A-146.11.
(5) Beginning April 1, 2022, and—ending—Mareh—31—2027—the postpartum
coverage component under G.S. 108A-146.12.
(6) Beginning April 1, 2024, the home and community-based services component
under G.S. 108A-146.12A."
SECTION 9E.12.(c) This section is effective when it becomes law.

ENSURE MEDICAID RECEIPTS FOR NC HEALTH WORKS IMPLEMENTATION
COSTS

SECTION 9E.13.(a) For purposes of calculating the public hospital health
advancement assessments and the private hospital health advancement assessments under Part 3
of Article 7B of Chapter 108A of the General Statutes, for the assessment quarter in which this
subsection becomes effective, any reference to "total nonfederal receipts for health advancement™
in that Part shall be to the calculation in this subsection, notwithstanding the calculation under
G.S. 108A-147.3(b). The amount of the total nonfederal receipts for health advancement shall be
calculated by adding all of the following:

1) The presumptive service cost component calculated under G.S. 108A-147.5.

(2) The HASP health advancement component calculated under

G.S. 108A-147.6.

3) The administration component calculated under G.S. 108A-147.7.

4) The State retention component under G.S. 108A-147.9.

(5) The positive or negative health advancement reconciliation adjustment

component calculated under G.S. 108A-147.11(a).

(6) Twelve million eight hundred thousand dollars ($12,800,000).

SECTION 9E.13.(b) Notwithstanding the limitation on the use of funds under
G.S. 108A-147.13(a), DHHS may use twelve million eight hundred thousand dollars
($12,800,000) of the receipts collected under Part 3 of Article 7B of Chapter 108A of the General
Statutes during the 2025-2026 fiscal year for the Medicaid program.

SECTION 9E.13.(c) No later than September 1, 2025, DHHS shall submit to the
Joint Legislative Oversight Committee on Medicaid and the Fiscal Research Division a report
that details the amount of funds that DHHS provided to each county department of social services
from funding sources other than the proceeds of the health advancement assessments during the
2023-2024 fiscal year and the 2024-2025 fiscal year for the implementation of NC Health Works
under Section 1.1 of S.L. 2023-7 and the date that those amounts were provided to each county
department of social services.

SECTION 9E.13.(d) Subsections (a) and (b) of this section are effective on the first
day of the next assessment quarter after this act becomes law.

ENSURE CERTAIN MEDICAID RECEIPTS
SECTION 9E.14.(a) For purposes of calculating the public hospital modernized
assessments and the private hospital modernized assessments under Part 2 of Article 7B of

Page 186 Senate Bill 257 S257-CSNExfap-3 [v.7]



O©ooO~NOoO ol WwWN -

General Assembly Of North Carolina Session 2025

Chapter 108A of the General Statutes, for the assessment quarter in which this subsection
becomes effective, any reference to "total modernized nonfederal receipts” in that Part shall be
to the calculation in this subsection, notwithstanding the calculation under G.S. 108A-146.5(b).
The amount of the total modernized nonfederal receipts shall be calculated by adding all of the
following:

1) One-fourth of the State's annual Medicaid payment as defined in

G.S. 108A-145.3.

(2 The managed care component under G.S. 108A-146.7.

3) The fee-for-service component under G.S. 108A-146.9.

4 The modernized HASP component under G.S. 108A-146.10.

(5) The GME component under G.S. 108A-146.11.

(6) The postpartum coverage component under G.S. 108A-146.12.

(7)  Ten million seven hundred fifty thousand dollars ($10,750,000).

SECTION 9E.14.(b) Notwithstanding the limitation on the use of funds under
G.S. 108A-146.15, the Department of Health and Human Services may use up to ten million
seven hundred fifty thousand dollars ($10,750,000) of the receipts collected under Part 2 of
Article 7B of Chapter 108A of the General Statutes during the 2025-2026 fiscal year for the
Medicaid program.

SECTION 9E.14.(c) Subsections (a) and (b) of this section are effective on the first
day of the next assessment quarter after this act becomes law.

INCREASE STATE RETENTION ON HOSPITAL ASSESSMENTS
SECTION 9E.15.(a) G.S. 108A-145.3 reads as rewritten:
"§ 108A-145.3. Definitions.
The following definitions apply in this Article:

(23)  State's annual Medicaid payment. — An annual amount equal to one hundred
ten million dollars ($110,000,000) for the period July 1, 2021, through June
30, 2022, increased each year over the prior year's payment by the market
basket pereentage-percentage, through June 30, 2026. Beginning July 1, 2026,
the State's annual Medicaid payment is an annual amount equal to one hundred
fifty-four million six hundred thirty-six thousand seven hundred eighty-three
dollars ($154,636,783), increased by the market basket percentage, for the
period July 1, 2026, through June 30, 2027, and increased each year thereafter
over the prior year's payment by the market basket percentage.

"

SECTION 9E.15.(b) Subsection (a) of this section is effective July 1, 2026, and
applies to assessments imposed on or after that date.

SECTION 9E.15.(c) For purposes of calculating the public hospital modernized
assessments and the private hospital modernized assessments under Part 2 of Article 7B of
Chapter 108A of the General Statutes, for the assessment quarter in which this subsection
becomes effective, any reference to “total modernized nonfederal receipts” in that Part shall be
to the calculation in this subsection, notwithstanding the calculation under G.S. 108A-146.5(b).
The amount of the total modernized nonfederal receipts shall be calculated by adding all of the
following:

1) One-fourth of the State's annual Medicaid payment as defined in

G.S. 108A-145.3.

2 The managed care component under G.S. 108A-146.7.

3 The fee-for-service component under G.S. 108A-146.9.

4) The modernized HASP component under G.S. 108A-146.10.

5) The GME component under G.S. 108A-146.11.

S257-CSNExfap-3 [v.7] Senate Bill 257 Page 187



O©ooO~NOoO ol WwWN -

General Assembly Of North Carolina Session 2025

(6) The postpartum coverage component under G.S. 108A-146.12.

(7)  Thirty million dollars ($30,000,000).

SECTION 9E.15.(d) Notwithstanding the limitation on the use of funds under
G.S. 108A-146.15, the Department of Health and Human Services may use up to thirty million
dollars ($30,000,000) of the receipts collected under Part 2 of Article 7B of Chapter 108A of the
General Statutes, in addition to the receipts described in Section 9E.14(b) of this act, during the
2025-2026 fiscal year for the Medicaid program.

SECTION 9E.15.(e) Subsections (c) and (d) of this section are effective on the first
day of the second assessment quarter after this act becomes law.

MEDICAID HASP REIMBURSEMENT FOR PSYCHIATRIC HOSPITALS
SECTION 9E.16.(a) G.S. 108A-148.1(a) reads as rewritten:

"(a)  The healthcare access and stabilization program is a directed payment program that
provides acute care hospitals with increased reimbursements funded through hospital
assessments in accordance with this section._Upon the approval of CMS, the healthcare access
and stabilization program directed payment program shall additionally provide qualifying
freestanding psychiatric _hospitals with increased reimbursements funded through hospital
assessments. A gqualifying freestanding psychiatric hospital is a freestanding psychiatric hospital
as defined in G.S. 108A-145.3 that is Medicare-certified and submits Hospital Cost Report
Information System cost report data to CMS."

SECTION 9E.16.(b) The Department of Health and Human Services shall submit a
42 C.F.R. 8 438.6(c) preprint requesting approval to include freestanding psychiatric hospitals in
the healthcare access and stabilization program (HASP) authorized under G.S. 108A-148.1, as
amended by subsection (a) of this section.
SECTION 9E.16.(c) G.S. 108A-145.3 reads as rewritten:
"§ 108A-145.3. Definitions.
The following definitions apply in this Article:

(6c)  Freestanding psychiatric hospital. — A hospital facility that is (i) licensed
under Article 2 of Chapter 122C of the General Statutes, (ii) primarily engaged
in_providing to inpatients, by or under the supervision of a physician,
psychiatric services for the diagnosis and treatment of individuals with mental
illnesses, and (iii) not State-owned and State-operated.

(6d) HASP directed payments. — Payments made by the Department to prepaid
health plans to be used for (i) increased reimbursements to hospitals under the
HASP program and (ii) the costs to prepaid health plans from the gross
premiums tax under G.S. 105-228.5 and the insurance regulatory charge under
G.S. 58-6-25 associated with those hospital reimbursements.

{6d)(6e) Healthcare access and stabilization program (HASP). — The directed
payment program providing increased reimbursements to acute care hospitals
and freestanding psychiatric hospitals as approved by CMS and authorized by
G.S. 108A-148.1.

"

SECTION 9E.16.(d) G.S. 108A-146.1 reads as rewritten:
"8 108A-146.1. Public hospital modernized assessment.

€)) The public hospital modernized assessment imposed under this Part shall apply to all
public acute care hospitals.

(b) The public hospital modernized assessment shall be assessed as a percentage of each
public acute care hospital's hospital costs. The assessment percentage shall be calculated
quarterly by the Department of Health and Human Services in accordance with this Part. The
percentage for each quarter shall equal the aggregate acute care hospital modernized assessment
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collection amount under G.S. 108A-146.5 multiplied by the public hospital historical assessment
share and divided by the total hospital costs for all public acute care hospitals holding a license
on the first day of the assessment quarter.”

SECTION 9E.16.(e) G.S. 108A-146.3 reads as rewritten:
"8 108A-146.3. Private hospital modernized assessment.

€)) The private hospital modernized assessment imposed under this Part shall apply to all
private acute care hospitals.

(b) The private hospital modernized assessment shall be assessed as a percentage of each
private acute care hospital's hospital costs. The assessment percentage shall be calculated
quarterly by the Department of Health and Human Services in accordance with this Part. The
percentage for each quarter shall equal the aggregate acute care hospital modernized assessment
collection amount under G.S. 108A-146.5 multiplied by the private hospital historical assessment
share and divided by the total hospital costs for all private acute care hospitals holding a license
on the first day of the assessment quarter."”

SECTION 9E.16.(f) Part 2 of Article 7B of Chapter 108A of the General Statutes is
amended by adding a new section to read:
"8 108A-146.4. Freestanding psychiatric hospital modernized assessment.

(a) The freestanding psychiatric hospital modernized assessment imposed under this Part
shall apply to all freestanding psychiatric hospitals.

(b)  The freestanding psychiatric hospital modernized assessment shall be assessed as a
percentage of each freestanding psychiatric hospital's hospital costs. The assessment percentage
shall be calculated quarterly by the Department of Health and Human Services in accordance
with this Part. The percentage for each quarter shall equal the modernized freestanding
psychiatric hospital HASP component under G.S. 108A-146.10A divided by the total hospital
costs for all freestanding psychiatric hospitals holding a license on the first day of the assessment

quarter."

SECTION 9E.16.(g) G.S. 108A-146.5 reads as rewritten:
"§ 108A-146.5. Aggregate acute care hospital modernized assessment collection amount.
@ The aggregate modernized assessment collection amount is an amount of money that
is calculated by subtracting the modernized intergovernmental transfer adjustment component
under G.S. 108A-146.13 from the total modernized nonfederal receipts under subsection (b) of
this section and then adding the positive or negative amount of the modernized IGT actual
receipts adjustment component under G.S. 108A-146.14.
(b) The total modernized nonfederal receipts is the sum of all of the following:
1) One-fourth of the State's annual Medicaid payment.
2) The managed care component under G.S. 108A-146.7.
3) The fee-for-service component under G.S. 108A-146.9.
(32) The modernized acute care hospital HASP component under
G.S. 108A-146.10.
(3b) The modernized freestanding psychiatric hospital HASP component under
G.S. 108A-146.10A.
4) The GME component under G.S. 108A-146.11.
5) Beginning April 1, 2022, and ending March 31, 2027, the postpartum
coverage component under G.S. 108A-146.12.
(6) Beginning April 1, 2024, the home and community-based services component
under G.S. 108A-146.12A.
©) The aggregate acute care hospital modernized assessment collection amount is an
amount of money equal to the aggregate modernized assessment collection amount under
subsection (a) of this section minus the modernized freestanding psychiatric hospital HASP
component under G.S. 108A-146.10A."
SECTION 9E.16.(h) G.S. 108A-146.10 reads as rewritten:
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"8 108A-146.10. Modernized acute care hospital HASP component.

The modernized acute care hospital HASP component is an amount of money that is
calculated each quarter by multiplying the aggregate amount of HASP directed payments due to
PHPs in the current quarter for hespital-reimbursements to acute care hospitals that are not
attributable to newly eligible individuals by the nonfederal share for not newly eligible
individuals."

SECTION 9E.16.(i) Part 2 of Article 7B of Chapter 108A of the General Statutes is
amended by adding a new section to read:
"8 108A-146.10A. Modernized freestanding psychiatric hospital HASP component.

The modernized freestanding psychiatric hospital HASP component is an amount of money
that is calculated each quarter by multiplying the aggregate amount of HASP directed payments
due to PHPs in the current quarter for reimbursements to freestanding psychiatric hospitals that
are not attributable to newly eligible individuals by the nonfederal share for not newly eligible
individuals."

SECTION 9E.16.(j) G.S. 108A-146.13 reads as rewritten:
"§ 108A-146.13. Modernized presumptive IGT adjustment component.

(© The modernized presumptive IGT adjustment component is an amount of money
equal to the sum of all of the following subcomponents:
(1)  The public hospital IGT subcomponent is the total of the following amounts:

a. Sixteen and forty-three hundredths percent (16.43%) of the amount of
money that is equal to the total modernized nonfederal receipts under
G.S. 108A-146.5(b) for the current quarter minus the modernized
acute care hospital HASP component under G.S. 108A-146.10 for the
current quarter and minus the modernized freestanding psychiatric
hospital HASP component under G.S. 108A-146.10A for the current
quarter.

b. Sixty percent (60%) of the nonfederal share for not newly eligible
individuals of the aggregate amount of HASP directed payments due
to PHPs in the current quarter for reimbursements to public acute care
hospitals and that are not attributable to newly eligible individuals.

2) The UNC Health Care System IGT subcomponent is the total of the following
amounts:

a. Four and sixty-two hundredths percent (4.62%) of the difference—of
amount of money that is equal to the total modernized nonfederal
receipts under G.S. 108A-146.5(b) for the current quarter minus the
modernized acute care hospital HASP component under
G.S. 108A-146.10 for the current guarter and minus the modernized
freestanding  psychiatric  hospital HASP component under
G.S. 108A-146.10A for the current quarter.

b. The nonfederal share for not newly eligible individuals of the
aggregate amount of HASP directed payments due to PHPs in the
current quarter for reimbursements to UNC Health Care System
hospitals that are not attributable to newly eligible individuals.

3 The East Carolina University IGT subcomponent is the total of the following
amounts:

a. One and four hundredths percent (1.04%) of the difference-of-amount
of money that is equal to the total modernized nonfederal receipts
under G.S. 108A-146.5(b) for the current quarter minus the
modernized acute care hospital HASP component under
G.S. 108A-146.10 for the current guarter and minus the modernized
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freestanding  psychiatric hospital HASP component under
G.S. 108A-146.10A for the current quarter.

b. The nonfederal share for not newly eligible individuals of the
aggregate amount of HASP directed payments due to PHPs in the
current quarter for reimbursements to the primary affiliated teaching
hospital for the East Carolina University Brody School of Medicine
that are not attributable to newly eligible individuals."

SECTION 9E.16.(k) G.S. 108A-147.1 reads as rewritten:
"§ 108A-147.1. Public hospital health advancement assessment.

@) The public hospital health advancement assessment imposed under this Part shall
apply to all public acute care hospitals.

(b) The public hospital health advancement assessment shall be assessed as a percentage
of each public acute care hospital's hospital costs. The assessment percentage shall be calculated
quarterly by the Department in accordance with this Part. The percentage for each quarter shall
equal the aggregate acute care hospital health advancement assessment collection amount
calculated under G.S. 108A-147.3 multiplied by the public hospital historical assessment share
and divided by the total hospital costs for all public acute care hospitals holding a license on the
first day of the assessment quarter.”

SECTION 9E.16.(I) G.S. 108A-147.2 reads as rewritten:
"§ 108A-147.2. Private hospital health advancement assessment.

@ The private hospital health advancement assessment imposed under this Part shall
apply to all private acute care hospitals.

(b) The private hospital health advancement assessment shall be assessed as a percentage
of each private acute care hospital's hospital costs. The assessment percentage shall be calculated
quarterly by the Department in accordance with this Part. The percentage for each quarter shall
equal the aggregate acute care hospital health advancement assessment collection amount
calculated under G.S. 108A-147.3 multiplied by the private hospital historical assessment share
and divided by the total hospital costs for all private acute care hospitals holding a license on the
first day of the assessment quarter.”

SECTION 9E.16.(m) Part 3 of Article 7B of Chapter 108A of the General Statutes
is amended by adding a new section to read:
"8 108A-147.2A. Freestanding psychiatric hospital health advancement assessment.

(a) The freestanding psychiatric hospital health advancement assessment imposed under
this Part shall apply to all freestanding psychiatric hospitals.

(b)  The freestanding psychiatric hospital health advancement assessment shall be
assessed as a percentage of each freestanding psychiatric hospital's hospital costs. The assessment
percentage shall be calculated quarterly by the Department in accordance with this Part. The
percentage for each quarter shall equal the health advancement freestanding psychiatric hospital
HASP component calculated under G.S. 108A-147.6A divided by the total hospital costs for all
freestanding psychiatric hospitals holding a license on the first day of the assessment quarter."

SECTION 9E.16.(n) G.S. 108A-147.3 reads as rewritten:
"8 108A-147.3. Aggregate acute care hospital health advancement assessment collection
amount.

€)) The aggregate health advancement assessment collection amount is an amount of
money that is calculated quarterly by adjusting the total nonfederal receipts for health
advancement calculated under subsection (b) of this section by (i) subtracting the health
advancement presumptive IGT adjustment component calculated under G.S. 108A-147.9, (ii)
adding the positive or negative health advancement IGT actual receipts adjustment component
calculated under G.S. 108A-147.10, and (iii) subtracting the positive or negative IGT share of
the reconciliation adjustment component calculated under G.S. 108A-147.11(b).
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(b) The total nonfederal receipts for health advancement is an amount of money that is
calculated quarterly by adding all of the following:

1) The presumptive service cost component calculated under G.S. 108A-147.5.

2 The HASP—health advancement acute care hospital HASP component
calculated under G.S. 108A-147.6.

(2a) The health advancement freestanding psychiatric hospital HASP component
calculated under G.S. 108A-147.6A.

(€)) The administration component calculated under G.S. 108A-147.7.

4) The State retention component under G.S. 108A-147.9.

(5) The positive or negative health advancement reconciliation adjustment
component calculated under G.S. 108A-147.11(a).

©) The aggregate acute care hospital health advancement assessment collection amount
is an amount of money equal to the aggregate health advancement assessment collection amount
under subsection (a) of this section minus the health advancement freestanding psychiatric
hospital HASP component under G.S. 108A-147.6A."

SECTION 9E.16.(0) G.S. 108A-147.5 reads as rewritten:

"8 108A-147.5. Presumptive service cost component.

@) For every State fiscal quarter prior to the fiscal quarter in which G.S. 108A-54.3A(24)
becomes effective, the presumptive service cost component is zero.

(b) For the State fiscal quarter in which G.S. 108A-54.3A(24) becomes effective, the
presumptive service cost component is the product of forty-eight million seven hundred fifty
thousand dollars ($48,750,000) multiplied by the number of months in that State fiscal quarter in
which G.S. 108A-54.3A(24) is effective during any part of the month.

(© For the first State fiscal quarter after the State fiscal quarter in which
G.S. 108A-54.3A(24) becomes effective, the presumptive service cost component is one hundred
forty-six million two hundred fifty thousand dollars ($146,250,000).

(d) For the second State fiscal quarter after the State fiscal quarter in which
G.S. 108A-54.3A(24) becomes effective, and for each State fiscal quarter thereafter, the
presumptive service cost component is an amount of money that is the greatest of the following:

1) The prior quarter's presumptive service cost component amount.

(2 The prior quarter's presumptive service cost component amount increased by
a percentage that is the sum of each monthly percentage change in the
Consumer Price Index: Medical Care for the most recent three months
available on the first day of the current quarter.

3) The prior quarter's presumptive service cost component amount increased by
the percentage change in the weighted average of the base capitation rates for
standard benefit plans for all rating groups associated with newly eligible
individuals compared to the prior quarter. The weight for each rating group
shall be calculated using member months documented in the Medicaid
managed care capitation rate certification for standard benefit plans.

4 The prior quarter's presumptive service cost component amount increased by
the percentage change in the weighted average of the base capitation rates for
BH IDD tailored plans for all rating groups associated with newly eligible
individuals compared to the prior quarter. The weight for each rating group
shall be calculated using member months documented in the Medicaid
managed care capitation rate certification for BH IDD tailored plans.

5) The amount produced from multiplying 1.15 by the highest amount produced
when calculating, for each quarter that is at least two and not more than five
quarters prior to the current quarter, the actual nonfederal expenditures for the
applicable quarter minus the HASP-health advancement acute care hospital
HASP component calculated under G.S. 108A-147.6 for the applicable
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quarter and minus the health advancement freestanding psychiatric hospital
HASP component calculated under G.S. 108A-147.6A for the applicable
quarter."”

SECTION 9E.16.(p) G.S. 108A-147.6 reads as rewritten:

"8 108A-147.6. HASP-health-Health advancement acute care hospital HASP component.

The HASP-health advancement acute care hospital HASP component is an amount of money
that is calculated by multiplying the aggregate amount of HASP directed payments due to PHPs
in the current quarter for hespital-reimbursements to acute care hospitals attributable to newly
eligible individuals by the nonfederal share for newly eligible individuals.”

SECTION 9E.16.(q) Part 3 of Article 7B of Chapter 108A of the General Statutes
is amended by adding a new section to read:

"8 108A-147.6A. Health advancement freestanding psychiatric hospital HASP component.

The health advancement freestanding psychiatric hospital HASP component is an amount of
money that is calculated by multiplying the aggregate amount of HASP directed payments due
to PHPs in the current quarter for reimbursements to freestanding psychiatric hospitals
attributable to newly eligible individuals by the nonfederal share for newly eligible individuals."

SECTION 9E.16.(r) G.S. 108A-147.11 reads as rewritten:

"8§ 108A-147.11. Health advancement reconciliation adjustment component.

@ The health advancement reconciliation adjustment component is a positive or
negative dollar amount equal to the actual nonfederal expenditures for the quarter that is two
quarters prior to the current quarter minus the sum of the following specified amounts:

(1)  The presumptive service cost component calculated under G.S. 108A-147.5
for the quarter that is two quarters prior to the current quarter.

(2)  The positive or negative gross premiums tax offset amount calculated under
G.S. 108A-147.12(b).

3) The HASP—health advancement acute care hospital HASP component
calculated under G.S. 108A-147.6 for the quarter that is two quarters prior to
the current quarter.

(4)  The health advancement freestanding psychiatric hospital HASP component
calculated under G.S. 108A-147.6A for the quarter that is two quarters prior
to the current quarter.

(b) The IGT share of the reconciliation adjustment component is a positive or negative
dollar amount that is calculated by multiplying the health advancement reconciliation adjustment
component calculated under subsection (a) of this section by the share of public hospital costs
calculated under subsection (c) of this section.

(©) The share of public hospital costs is calculated by adding total hospital costs for the
UNC Health Care System, total hospital costs for the primary affiliated teaching hospital for the
East Carolina University Brody School of Medicine, and sixty percent (60%) of the total hospital
costs for all public acute care hospitals and dividing that sum by the total hospital costs for all
acute care hospitals except for critical access hospitals.”

SECTION 9E.16.(s) Subsections (c) through (r) of this section are effective on the
first day of the third assessment quarter after the date this act becomes law and apply to
assessments imposed on or after that date. The remainder of this section is effective when it
becomes law.

EXTEND PRIMARY CARE TASK FORCE
SECTION 9E.17.(a) Section 9E.28 of S.L. 2023-134 reads as rewritten:
"SECTION 9E.28.(a) There is established the North Carolina Primary Care Payment
Reform Task Force (Task Force) within the Department of Health and Human Services, Division
of Health Benefits, for budgetary purposes only.
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"SECTION 9E.28.(b) The Task Force established under subsection (a) of this section shall
have the following duties:

1) Establish a definition of primary care to be utilized by the Task Force. This
term should be applicable to services and care provided under the NC
Medicaid program, the State Health Plan, and commercial insurance.

2 Conduct an actuarial evaluation of the current healthcare spend on primary
care services, both as it relates to the NC Medicaid program and the
commercial market, including Medicare Advantage plans.

3) Determine the adequacy of the primary care delivery system in North
Carolina, including the impact this system has on the supply of the primary
care providers in this State.

4) Study the primary care payment landscape in other states, specifically
considering states that have implemented a minimum primary care spend.

(5) Identify data collection and measurement systems to inform creation of a
primary care investment target for the NC Medicaid program, the State Health
Plan, and commercial insurance. This includes a method by which to measure
improvements made toward that target.

(53) Collect and compile data and other information related to healthcare spend on
primary care services in a manner that is compliant with the Health Insurance
Portability and Accountability Act of 1996 (HIPAA). Within 45 days of a
request for data or information from the Task Force, all entities shall comply
with the Task Force's request.

(6) Evaluate the need for a permanent Primary Care Payment Reform Task Force,
or other similar entity, including which State agency or body is best suited to
oversee the work of that group.

(7) Perform any other studies, evaluations, or determinations the Task Force
considers necessary.

"SECTION 9E.28.(b1) The Department of Health and Human Services shall develop, and
the Task Force and the Department of Health and Human Services shall implement, a detailed
data security and safeguarding plan for the data requested pursuant to subsection (b) of this
section that includes all of the following:

(1)  Guidelines for authorizing access to the data, including guidelines for

authentication of authorized access.

Privacy compliance standards.

Privacy and security audits.

Breach planning, notification, and procedures.

Data retention and disposition policies.

Data security policies, including electronic, physical, and administrative
safeguards such as data encryption and training of employees.

"SECTION 9E.28.(b2) The data collected by the Task Force under subsection (b) of this
section, regardless of where it is housed, shall be used only for the purposes of this task force
and shall not be considered a public record within the meaning of Chapter 132 of the General
Statutes.

"SECTION 9E.28.(c) No later than April 1, 2024, and April 1, 2026, the Task Force shall
submit a report with its findings and recommendations to the Joint Legislative Oversight
Committee on Health and Human Services and the Joint Legislative Oversight Committee on
Medicaid. These findings and recommendations shall include specific, concrete, and actionable
steps to be undertaken by the State and upon which the General Assembly could act.

"SECTION 9E.28.(d) This section shall expire on May-1,2024-December 31, 2026."

SECTION 9E.17.(b) This section is effective retroactively to July 1, 2023.

PEERRE
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NUMBER OF MEDICAID STANDARD PLAN CONTRACTS
SECTION 9E.18.(a) G.S. 108D-1 reads as rewritten:
"§ 108D-1. Definitions.
The following definitions apply in this Chapter:

(31e) Provider-led entity or PLE. — As defined in G.S. 58-93-5.
SECTION 9E.18.(b) G.S. 108D-45 reads as rewritten:
"8 108D-45. Number and nature of contracts for standard benefit plans.

(@ Fhe-For the initial standard benefit plan contracts requwed under G.S. 108D- 65(6)
the number and nature of 3 anda 3 ! S
those contracts shall be as follows:

1) Four contracts between the Division of Health Benefits and PHPs to provide
coverage to Medicaid recipients statewide.

2 Up to 12 contracts between the Division of Health Benefits and PLEs for
coverage of regions specified by the Division of Health Benefits pursuant to
G.S. 108D-65(2). Regional contracts shall be in addition to the four statewide
contracts required under subdivision (1) of this section. Each regional contract
shall provide coverage throughout the entire region for the Medicaid services
required by G.S.108D-35. A PLE may bid for more than one regional
contract, provided that the regions are contiguous.

3) Repealed by Session Laws 2023-134, s. 9E.22(i), effective October 3, 2023.

4) Initial capitated PHP contracts may be awarded on staggered terms of three to
five years in duration to ensure against gaps in coverage that may result from
termination of a contract by the PHP or the State.

(b) For any standard benefit plan contracts required under G.S. 108D-65(6) that are
awarded subsequent to the initial standard benefit plan contracts, the number and nature of those
contracts shall be as follows:

[€9)] Four contracts between the Division of Health Benefits and PHPs to provide
coverage to Medicaid recipients statewide.
(2) Up to two contracts between the Division of Health Benefits and PLEs for

coverage of regions specified by the Division of Health Benefits pursuant to

G.S. 108D-65(2) in accordance with all of the following:

a. The contracts under this subdivision shall be in addition to the four

statewide contracts required under subdivision (1) of this subsection.

b. Each regional contract under this subdivision shall provide coverage
throughout the entire region for the Medicaid services required by
G.S. 108D-35.
A regional contract may cover more than one region provided that the
regions are contiguous.
If less than two PLEs submit a timely response meeting the
requirements, as determined by the Division of Health Benefits, of the
RFP to procure a standard benefit plan contract under this subdivision,
then all PLEs that submitted a timely response meeting the
requirements of the RFP shall be awarded a standard benefit plan
contract based on the area proposed to be served in the RFP response.
If two or more PLEs submit a timely response meeting the
requirements, as determined by the Division of Health Benefits, of the
RFP to procure a standard benefit plan contract under this subdivision,
then the Division of Health Benefits shall award two standard benefit

|©

|®
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plan contracts to PLEs based on the area proposed to be served in the

RFP response."
SECTION 9E.18.(c) This section is effective when it becomes law.

ACCREDITATION FOR MEDICAID MANAGED CARE ENTITIES
SECTION 9E.19.(a) G.S. 108D-65(6) reads as rewritten:
"8 108D-65. Role of the Department.
The role and responsibility of the Department during Medicaid transformation shall include
the following activities and functions:

(6) Enter into capitated PHP contracts for the delivery of the Medicaid services
described in G.S. 108D-35. All contracts shall be the result of requests for
proposals (RFPs) issued by the Department and the submission of competitive
bids by PHPs. The Department shall develop standardized contract terms, to
include at a minimum, the following:

h. A requirement that managed care entities attain _and maintain
accreditation from a nationally recognized managed care accrediting
organization, including the National Committee for Quality Assurance
(NCQA), the Joint Commission on Accreditation of Healthcare
Organizations, URAC, or another organization approved by the
Division, chosen by the managed care entity."

SECTION 9E.19.(b) This section is effective when it becomes law and applies to
contracts entered into on or after that date.

REDUCING USE OF INAPPROPRIATE SETTINGS FOR DELIVERY OF
BEHAVIORAL HEALTH SERVICES

SECTION 9E.20.(a) Section 9D.22 of S.L. 2021-180, as amended by Section 9D.9
of S.L. 2022-74 and Section 9E.19 of S.L. 2023-134, expires July 1, 2025.

SECTION 9E.20.(b) No later than October 1, 2025, the Department of Health and
Human Services (DHHS) shall report to the Joint Legislative Oversight Committee on Health
and Human Services and the Joint Legislative Oversight Committee on Medicaid on DHHS's
recent efforts to address the issue of the inappropriate use of acute care hospital settings for the
delivery of behavioral health services. The report shall include all of the following:

1) Actions DHHS has taken since July 1, 2023, and plans to take through June
30, 2027, to address this issue.

(2 An analysis of any gaps that will remain once current plans are implemented,
as well as any additional authority, resources, and funding needed to address
those gaps.

3) Any impact, or anticipated impact, from the implementation of behavioral
health and intellectual/developmental disabilities tailored plans on this issue.

(4)  The metrics DHHS uses and will use to measure the effectiveness of actions
taken to address this issue.

(5) Any measurable progress toward addressing this issue.

PART IX-F. HEALTH SERVICE REGULATION

CHARITY CARE EXEMPTION FOR CERTAIN QUALIFIED URBAN AMBULATORY
SURGICAL FACILITIES
SECTION 9F.1.(a) G.S. 131E-147.5, as enacted by Section 3.2(c) of S.L. 2023-7,
reads as rewritten:
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"§ 131E-147.5. Charity care requirement for qualified urban ambulatory surgical
facilities; annual report.

@ The percentage of each qualified urban ambulatory surgical facility's total earned
revenue that is attributed to self-pay and Medicaid revenue shall be equivalent to at least four
percent (4%), calculated as follows: the Medicare allowable amount for self-pay and Medicaid
surgical cases minus all revenue earned from self-pay and Medicaid cases, divided by the total
earned revenues for all surgical cases, divided by the total earned revenues for all surgical cases
performed in the facility for procedures for which there is a Medicare allowable fee.

(b) Each qualified urban ambulatory surgical facility shall annually report to the
Department in the manner prescribed by the Department the percentage of the facility's earned
revenue that is attributed to self-pay and Medicaid revenue, as calculated in accordance with
subsection (a) of this section.

©) Qualified ambulatory surgical facilities in counties with a population greater than
125,000 that were licensed prior to November 21, 2025, are exempt from these requirements."

SECTION 9F.1.(b) This section becomes effective November 1, 2025.

REPEAL CERTIFICATE OF NEED LAWS
SECTION 9F.2.(a) G.S. 6-19.1(a) reads as rewritten:
"(@) Inany civil action, other than an adjudication for the purpose of establishing or fixing
a rate, or a disciplinary action by a licensing board, brought by the State or brought by a party
who is contesting State action pursuant to G.S. 150B-43 or any other appropriate provisions of
law, unless the prevailing party is the State, the court may, in its discretion, allow the prevailing
party to recover reasonable attorney's fees, including attorney's fees applicable to the
administrative review portion of the case, in contested cases arising under Article 3 of Chapter
150B, to be taxed as court costs against the appropriate agency if:
1) The court finds that the agency acted without substantial justification in
pressing its claim against the party; and
(2)  The court finds that there are no special circumstances that would make the
award of attorney's fees unjust. The party shall petition for the attorney's fees
within 30 days following final disposition of the case. The petition shall be
supported by an affidavit setting forth the ba3|s for the request.

Nothing in this section grants permission to bring an action against an agency otherwise
immune from suit or gives a right to bring an action to a party who otherwise lacks standing to
bring the action.

Any attorney's fees assessed against an agency under this section shall be charged against the
operating expenses of the agency and shall not be reimbursed from any other source."

SECTION 9F.2.(b) Subsection (a) of this section applies to contested cases arising
on or after January 1, 2026.
SECTION 9F.2.(c) G.S. 7A-29(a) reads as rewritten:

"(@ From any final order or decision of the North Carolina Utilities Commission not
governed by subsection (b) of this section, the-Department-of Health-and-Human-Services-under
G- S131E-188(b)-the North Carolina Industrial Commission, the North Carolina State Bar under
G.S. 84-28, the Property Tax Commission under G.S.105-290 and G.S.105-342, the
Commissioner of Insurance under G.S.58-2-80, the State Board of Elections under
G.S. 163-127.6, the Office of Administrative Hearings under G.S. 126-34.02, or the Secretary of
Environmental Quality under G.S. 104E-6.2 or G.S. 130A-293, appeal as of right lies directly to
the Court of Appeals.”
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SECTION 9F.2.(d) Subsection (c) of this section applies to appeals arising on or

after January 1, 2026.

"(a)

the term:

"(a)

SECTION 9F.2.(e) G.S.58-50-61(a) reads as rewritten:
Definitions. — As used in this section, in G.S. 58-50-62, and in Part 4 of this Article,

(ra) "Health care facility™ means a hospital; long-term care hospital; psychiatric
facility; rehabilitation facility; nursing home facility; adult care home; kidney
disease treatment center, including freestanding hemodialysis units;
intermediate care facility for individuals with intellectual disabilities; home
health agency office; chemical dependency treatment facility; diagnostic
center; hospice office, hospice inpatient facility, or hospice residential care
facility; or ambulatory surgical facility.

(8) "Health care provider" means any person who is licensed, registered, or
certified under Chapter 90 of the General Statutes or the laws of another state
to provide health care services in the ordinary care of business or practice or
a profession or in an approved education or training program; a health care
facility as defined in G-S—3131E-176(9b)-this section or the laws of another
state to operate as a health care facility; or a pharmacy.

"

SECTION 9F.2.(f) G.S. 58-55-35(a) reads as rewritten:
Whenever long-term care insurance provides coverage for the facilities, services, or

physical or mental conditions listed below, unless otherwise defined in the policy and certificate,
and approved by the Commissioner, the facilities, services, or conditions have the following

definitions:

"(a)

Page 198

(10)  Hospice. — As-defined-in-G-S—131E-176(13a)-Any coordinated program of

home care with provision for inpatient care for terminally ill patients and their
families. This care is provided by a medically directed interdisciplinary team
directly or through an agreement under the direction of an identifiable hospice
administration. A hospice program of care provides palliative and supportive
medical and other health services to meet the physical, psychological, social,
spiritual, and special needs of patients and their families, which are
experienced during the final stages of terminal illness and during dying and
bereavement.

(11) Intermediate care facility for individuals with intellectual disabilities. — As
defined—in-G-S—131E-176(14a)-Facilities licensed pursuant to Article 2 of
Chapter 122C of the General Statutes for the purpose of providing health and
habilitative services based on the developmental model and principles of
normalization for individuals with intellectual disabilities, autism, cerebral
palsy, epilepsy, or related conditions.

n

SECTION 9F.2.(g) G.S. 90-21.82A(a) reads as rewritten:

The following definitions apply in this section:

Q) Abortion clinic. — As defined in G.S. 131E-153.1.

(2)  Ambulatory surgical facility. — As—defined—n—G-S—131E-176-A facility
licensed under Part 4 of Article 6 of Chapter 131E of the General Statutes.

3) Hospital. — As-definedr-G-S—131E-176:-A facility licensed under Article 5 of
Chapter 131E of the General Statutes."

SECTION 9F.2.(h) G.S.90-414.4(al1)(1) reads as rewritten:
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"(1) The following providers of Medicaid services licensed to operate in the State
that have an electronic health record system shall begin submitting, at a
minimum, demographic and clinical data by June 1, 2018:

a. Heospitals-as-defined-ir-G-S—131E-176(13)-Hospitals, defined for the
purposes of this section as public or private institutions which are
primarily engaged in providing to inpatients, by or under supervision
of physicians, diagnostic services and therapeutic services for medical
diagnosis, treatment, and care of injured, disabled, or sick persons, or
rehabilitation services for the rehabilitation of injured, disabled, or
sick persons. The term includes all facilities licensed pursuant to
G.S. 131E-77, except long-term care hospitals.

b. Physicians licensed to practice under Article 1 of Chapter 90 of the
General Statutes, except for licensed physicians whose primary area
of practice is psychiatry.

C. Physician assistants as defined in 2-NCAC-32S:0201.21 NCAC 32S
.0201.

d. Nurse practitioners as defined in 21-NCAC-36:0801.21 NCAC 36
.0801."

SECTION 9F.2.(i) G.S. 90-414.4(b)(1) reads as rewritten:

"(1)  Each hespital-as-defined-n-G-SA3ME-1 7603 that-has-an-electrontc-bealth
record-system:hospital."”

SECTION 9F.2.(J) G.S. 113A-12(3)e. reads as rewritten:

"e. A health care facility financed pursuant to Article 1 of Chapter 131A

of the General Statutes or receiving a certificate of need under Article

9 of Chapter 131E of the General Statutes."
SECTION 9F.2.(k) G.S. 122C-23.1(e) reads as rewritten:

"(e)  As used in this section, "residential treatment facility" means a "residential facility"

as defined in and licensed under this Chapterbut-retsubjectto-Certiticate-of Need-requirements

under Article 9 of Chapter 131E of the General Statutes.Chapter."
SECTION 9F.2.() G.S. 131D-2.4(a) reads as rewritten:

"(a) Licensure. — Except for those facilities exempt under G.S. 131D-2.3, the Department
of Health and Human Services shall inspect and license all adult care homes. The Department
shall issue a license for a facility not currently licensed as an adult care home for a period of six
months. If the licensee demonstrates substantial compliance with Articles 1 and 3 of this Chapter
and rules adopted thereunder, the Department shall issue a license for the balance of the calendar

SECTION 9F.2.(m) G.S. 131E-13(a)(1) reads as rewritten:

"(1)  The corporation shall continue to provide the same or similar clinical hospital
services to its patients in medical-surgery, obstetrics, pediatrics, outpatient
and emergency treatment, including emergency services for the indigent, that
the hospital facility provided prior to the lease, sale, or conveyance. These

services may be terminated only as prescribed by-Certificate-of Need-Law
hed | ol e ) 1l I or_if
Certificate—of Need-Law-is—inapplicable—by review procedure designed to
guarantee public participation pursuant to rules adopted by the Secretary of

the Department of Health and Human Services."

SECTION 9F.2.(n) G.S. 131E-84(al) reads as rewritten:

"(al) In the event of a declaration of a state of emergency by the Governor in accordance
with Article 1A of Chapter 166A of the General Statutes, a declaration of a national emergency
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by the President of the United States, a declaration of a public health emergency by the Secretary
of the United States Department of Health and Human Services; or to the extent necessary to
allow for consistency with any temporary waiver or modification issued by the Secretary of the
United States Department of Health and Human Services or the Centers for Medicare and
Medicaid Services under section 1135 or 1812(f) of the Social Security Act; or when the Division
of Health Service Regulation determines the existence of an emergency that poses a risk to the
health or safety of patients, the Division of Health Service Regulation may de-either-or-both-of

&  Temporariy-temporarily waive any rules of the Commission pertaining to
hospltals

SECTION 9F.2.(0) G.S. 131E-136(4) reads as rewritten:

"(4)  "Home health agency" means a home care agency which is certified to receive
Medicare and Medicaid reimbursement for providing nursing care, therapy,
medical social services, and home health aide services on a part-time,

intermittent basis as set out in G.S. 131E-176(12), and is thereby also subject

to-Article-9-of Chapter 134E-hasis.”
SECTION 9F.2.(p) The following laws are repealed:

(1)  Atrticle 9 of Chapter 131E of the General Statutes.

(2)  G.S. 130A-45.02(i).

(3)  G.S.131E-78.3(c).

4) G.S. 131E-146(3), as enacted by Section 3.2(b) of S.L. 2023-7.
(5) G.S. 131E-147.5, as enacted by Section 3.2(c) of S.L. 2023-7.
(6) G.S.143B-1292.

(7)  G.S.150B-2(8a)k.

(8)  G.S.150B-21.1(a)(6).

SECTION 9F.2.(q) This section becomes effective January 1, 2026.

PART IX-G. MENTAL HEALTH/DEVELOPMENTAL DISABILITIES/SUBSTANCE
USE SERVICES

SINGLE-STREAM FUNDING FOR DMH/DD/SUS COMMUNITY SERVICES
SECTION 9G.1.(a) For the purpose of mitigating cash flow problems that many
local management entities/managed care organizations (LME/MCOs) experience at the
beginning of each fiscal year relative to single-stream funding, the Department of Health and
Human Services, Division of Mental Health, Developmental Disabilities, and Substance Use
Services (DMH/DD/SUS), shall distribute not less than one-twelfth of each LME/MCO's base
budget allocation at the beginning of the fiscal year and subtract the amount of that distribution
from the LME/MCO's total reimbursements for the fiscal year. For each month of the fiscal year
after July, DMH/DD/SUS shall distribute, on the third working day of the month, one-eleventh
of the amount of each LME/MCO's single-stream allocation that remains after subtracting the
amount of the distribution that was made to the LME/MCO in July of the fiscal year.
SECTION 9G.1.(b) DMH/DD/SUS is directed to reduce its allocation for
single-stream funding by thirty million dollars ($30,000,000) in recurring funds for each year of
the 2025-2027 fiscal biennium. DMH/DD/SUS shall allocate these recurring reductions for
single-stream funding among the LME/MCOs proportional to each LME/MCO's unrestricted
fund balance. This allocation will be determined at the beginning of each fiscal year and will be
based on the most recent unrestricted fund balance reported as of the first day of the fiscal year.
In the event that a county disengages from an LME/MCO and realigns with another LME/MCO
during the 2025-2027 fiscal biennium, DMH/DD/SUS shall have the authority to reallocate the
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recurring reduction to each LME/MCO, taking into consideration the change in unrestricted fund
balance.

SECTION 9G.1.(c) During each year of the 2025-2027 fiscal biennium, each
LME/MCO shall offer at least the same level of service utilization as during the 2024-2025 fiscal
year across the LME/MCQO's catchment area. This requirement shall not be construed to require
LME/MCOs to authorize or maintain the same level of services for any specific individual whose
services were paid for with single-stream funding. Further, this requirement shall not be
construed to create a private right of action for any person or entity against the State of North
Carolina or the Department of Health and Human Services or any of its divisions, agents, or
contractors and shall not be used as authority in any contested case brought pursuant to Chapter
108C or 108D of the General Statutes.

SECTION 9G.1.(d) If, on or after June 1, 2025, the Office of State Budget and
Management (OSBM) certifies a Medicaid budget surplus and sufficient cash in Budget Code
14445 to meet total obligations for the 2024-2025 fiscal year, then DHB shall transfer to
DMH/DD/SUS funds not to exceed the amount of the certified surplus or thirty million dollars
($30,000,000), whichever is less, to be used for single-stream funding.

SECTION 9G.1.(e) If, on or after June 1, 2026, the Office of State Budget and
Management (OSBM) certifies a Medicaid budget surplus and sufficient cash in Budget Code
14445 to meet total obligations for the 2025-2026 fiscal year, then DHB shall transfer to
DMH/DD/SUS funds not to exceed the amount of the certified surplus or thirty million dollars
(%$30,000,000), whichever is less, to be used for single-stream funding.

SECTION 9G.1.(f) If, on or after June 1, 2027, the Office of State Budget and
Management (OSBM) certifies a Medicaid budget surplus and sufficient cash in Budget Code
14445 to meet total obligations for the 2026-2027 fiscal year, then DHB shall transfer to
DMH/DD/SUS funds not to exceed the amount of the certified surplus or thirty million dollars
($30,000,000), whichever is less, to be used for single-stream funding.

SECTION 9G.1.(g) Subsection (d) of this section is effective June 30, 2025. The
remainder of this section is effective July 1, 2025.

REPEAL THE MENTAL HEALTH AND SUBSTANCE USE TASK FORCE RESERVE
FUND

SECTION 9G.2.(a) Notwithstanding Section 12F.3 of S.L. 2016-94, the Department
of Health and Human Services, Division of Mental Health, Developmental Disabilities, and
Substance Use Services, shall not expend any funds deposited into the Mental Health and
Substance Use Task Force Reserve Fund, established pursuant to Section 12F.3(b) of S.L.
2016-94.

SECTION 9G.2.(b) Effective July 1, 2026, Section 12F.3(b) of S.L. 2016-94 is
repealed.

LOCAL INPATIENT PSYCHIATRIC BEDS OR BED DAYS

SECTION 9G.3.(a) Use of Funds. — Funds appropriated in this act to the Department
of Health and Human Services, Division of Mental Health, Developmental Disabilities, and
Substance Use Services, shall continue to be used for the purchase of local inpatient psychiatric
beds or bed days. The Department of Health and Human Services (DHHS) shall continue to
implement a two-tiered system of payment for purchasing these local inpatient psychiatric beds
or bed days based on acuity level with an enhanced rate of payment for inpatient psychiatric beds
or bed days for individuals with higher acuity levels, as defined by DHHS. The enhanced rate of
payment for inpatient psychiatric beds or bed days for individuals with higher acuity levels shall
not exceed the lowest average cost per patient bed day among the State psychiatric hospitals. In
addition, at the discretion of the Secretary of Health and Human Services, existing funds allocated
to LME/MCOs for community-based mental health, developmental disabilities, and substance
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use disorder services may be used to purchase additional local inpatient psychiatric beds or bed
days. DHHS may allocate funding to the LME/MCOs for the purchase of facility-based crisis,
nonhospital detoxification services, and peer respite services to support individuals that do not
meet the medical necessity for inpatient treatment and can be diverted from an inpatient hospital
stay.

SECTION 9G.3.(b) Distribution and Management of Beds or Bed Days. — DHHS
shall work to ensure that any local inpatient psychiatric beds or bed days purchased in accordance
with this section are utilized solely for individuals who are medically indigent, except that DHHS
may use up to forty percent (40%) of the funds appropriated in this act to the Department of
Health and Human Services, Division of Mental Health, Developmental Disabilities, and
Substance Use Services, for the purchase of local inpatient psychiatric beds or bed days to pay
for facility-based crisis services, nonhospital detoxification services, and peer respite services for
individuals in need of these services, regardless of whether the individuals are medically indigent.
For the purposes of this subsection, "medically indigent" shall mean uninsured persons who (i)
are financially unable to obtain private insurance coverage, as determined by DHHS, and (ii) are
not eligible for government-funded health coverage such as Medicare or Medicaid.

In addition, DHHS shall work to ensure that any local inpatient psychiatric beds or
bed days purchased in accordance with this section are distributed across the State and according
to need, as determined by DHHS. DHHS shall ensure that beds or bed days for individuals with
higher acuity levels are distributed across the State and according to greatest need based on
hospital bed utilization data. DHHS shall enter into contracts with LME/MCOs and local
hospitals for the purchase and management of the local inpatient psychiatric beds or bed days
and allocate up to forty percent (40%) of the total funding to the LME/MCOs for the purpose of
facility-based crisis services, nonhospital detoxification services, and peer respite services.
DHHS shall work to ensure that these contracts are awarded equitably around all regions of the
State. LME/MCOs shall manage and control these local inpatient psychiatric beds or bed days,
including the determination of the specific local hospital or State psychiatric hospital to which
an individual should be admitted pursuant to an involuntary commitment order.

DHHS shall prioritize use of local inpatient psychiatric beds or bed days funded by
the Dorothea Dix Hospital Property Fund established under G.S. 143C-9-2(b1).

SECTION 9G.3.(c) Funds to be Held in Statewide Reserve. — Funds appropriated in
this act to DHHS for the purchase of local inpatient psychiatric beds or bed days shall not be
allocated to LME/MCOs but shall be held in a statewide reserve at the Division of Mental Health,
Developmental Disabilities, and Substance Use Services to pay for services authorized by the
LME/MCOs and billed by the hospitals through the LME/MCQOs. LME/MCOs shall remit claims
for payment to DHHS within 15 working days after receipt of a clean claim from the hospital
and shall pay the hospital within 30 working days after receipt of payment from DHHS.

SECTION 9G.3.(d) Ineffective LME/MCO Management of Beds or Bed Days. — If
DHHS determines that (i) an LME/MCO is not effectively managing the beds or bed days for
which it has responsibility, as evidenced by beds or bed days in the local hospital not being
utilized while demand for services at the State psychiatric hospitals has not decreased, or (ii) the
LME/MCO has failed to comply with the prompt payment provisions of this section, DHHS may
contract with another LME/MCO to manage the beds or bed days or, notwithstanding any other
provision of law to the contrary, may pay the hospital directly.

SECTION 9G.3.(e) Reporting by LME/MCOQOs. — LME/MCOs shall be required to
report to DHHS regarding the utilization of these beds or bed days.

SECTION 9G.3.(f) Reporting by DHHS. — By no later than December 1, 2025, and
by no later than December 1, 2026, DHHS shall report to the Joint Legislative Oversight
Committee on Health and Human Services and the Fiscal Research Division on all of the
following:
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1) A uniform system for beds or bed days purchased during the preceding fiscal
year from (i) existing State appropriations and (ii) local funds.

2 An explanation of the process used by DHHS to ensure that, except as
otherwise provided in subsection (a) of this section, local inpatient psychiatric
beds or bed days purchased in accordance with this section are utilized solely
for individuals who are medically indigent, along with the number of
medically indigent individuals served by the purchase of these beds or bed
days.

3) The amount of funds used to pay for facility-based crisis services, along with
the number of individuals who received these services and the outcomes for
each individual.

4 The amount of funds used to pay for nonhospital detoxification services, along
with the number of individuals who received these services and the outcomes
for each individual.

(5) Other DHHS initiatives funded by State appropriations to reduce State
psychiatric hospital use.

FUNDS TO PURCHASE OPIOID ANTAGONIST

SECTION 9G.4. Of the funds appropriated in this act to the Department of Health
and Human Services, Division of Mental Health, Developmental Disabilities, and Substance Use
Services, the sum of one million dollars ($1,000,000) in nonrecurring funds for the 2025-2026
fiscal year shall be used to purchase 8-milligram intranasal opioid antagonist, to reverse the
effects of opioid overdose. For the purpose of this section, "opioid antagonist” has the same
meaning as in G.S. 90-12.7.

REPLACEMENT FOR CRITICAL IT SYSTEMS THAT SUPPORT SUBSTANCE USE
DISORDER PREVENTION AND TREATMENT

SECTION 9G.5. The Department of Health and Human Services, Division of
Mental Health, Developmental Disabilities, and Substance Use Services (DMH/DD/SUS), shall
develop and implement a replacement project for outdated data systems supporting substance use
prevention and treatment goals, specifically the Driving While Impaired Services, the Drug
Education School, and the Drug Control Unit programs. This replacement project for outdated
data systems shall be designed to prevent progression of misuse of substances through education
and regulatory supports. The DMH/DD/SUS shall not proceed with this replacement project until
the business case has been approved by the Office of State Budget and Management and the State
Chief Information Officer in the Enterprise Project Management Office's Touchdown System.
Upon approval of the business case, for each year of the 2025-2027 fiscal biennium, the
DMH/DD/SUS may budget up to one million two hundred thousand dollars ($1,200,000) of
mixed beverage tax receipts available in Budget Code 14460, Budget Fund 134603 for transfer
to Budget Code 24410 to implement the replacement project for outdated data systems developed
pursuant to this section. Beginning in the fiscal year following project completion, the
DMH/DD/SUS may use up to one million two hundred thousand dollars ($1,200,000) of mixed
beverage tax receipts each fiscal year to cover operations and maintenance costs for the
replacement system.

USE OF OPIOID SETTLEMENT FUNDS
SECTION 9G.6.(a) The following definitions apply in this section:
1) Opioid Abatement Fund. — The Fund created by Section 9F.1 of S.L.
2021-180, as amended by Section 9F.1 of S.L. 2022-74.
2 Opioid Abatement Reserve. — The Reserve created by Section 9F.1 of S.L.
2021-180, as amended by Section 9F.1 of S.L. 2022-74.
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SECTION 9G.6.(b) Section 9F.2 of S.L. 2022-74 is repealed.

SECTION 9G.6.(c) The State Controller shall transfer the sum of one million eight
hundred fifty thousand dollars ($1,850,000) in nonrecurring funds for the 2025-2026 fiscal year
from funds available in the Opioid Abatement Fund (as a result of the repeal of the Prescription
Digital Therapeutics Pilot Program authorized by Section 9F.2 of S.L. 2022-74) to the Opioid
Abatement Reserve.

SECTION 9G.6.(d) The State Controller shall transfer the sum of fourteen million
dollars ($14,000,000) in recurring funds for each year of the 2025-2027 fiscal biennium from
funds available in the Opioid Abatement Reserve to the Division of Mental Health,
Developmental Disabilities, and Substance Use Services to increase appropriations for Single
Stream Funding. The funds transferred pursuant to this section are appropriated for the fiscal year
in which they are transferred.

PART IX-H. PUBLIC HEALTH

LOCAL HEALTH DEPARTMENTS/COMPETITIVE GRANT PROCESS TO
IMPROVE MATERNAL AND CHILD HEALTH

SECTION 9H.1.(a) Funds appropriated in this act to the Department of Health and
Human Services, Division of Public Health, for each year of the 2025-2027 fiscal biennium to
award competitive grants to local health departments for the improvement of maternal and child
health shall be used to continue administering a competitive grant process for local health
departments based on maternal and infant health indicators and the county's detailed proposal to
invest in evidence-based programs to achieve the following goals:

1) Improve North Carolina's birth outcomes.

2 Improve the overall health status of children in this State from birth to age 5.

3) Lower the State's infant mortality rate.

SECTION 9H.1.(b) The plan for administering the competitive grant process shall

include at least all of the following components:

1) A request for application (RFA) process to allow local health departments to
apply for and receive State funds on a competitive basis. The Department shall
require local health departments to include in the application a plan to evaluate
the effectiveness, including measurable impact or outcomes, of the activities,
services, and programs for which the funds are being requested.

(2)  Arequirement that the Secretary prioritize grant awards to those local health
departments that are able to leverage non-State funds in addition to the grant
award.

3) Ensures that funds received by the Department to implement the plan
supplement and do not supplant existing funds for maternal and child health
initiatives.

(4)  Allows grants to be awarded to local health departments for up to three years.

SECTION 9H.1.(c) No later than July 1 of each year, as applicable, the Secretary

shall announce the recipients of the competitive grant awards and allocate funds to the grant
recipients for the respective grant period. After awards have been granted, the Secretary shall
submit a report to the Joint Legislative Oversight Committee on Health and Human Services on
the grant awards that includes at least all of the following:

1) The identity and a brief description of each grantee and each program or
initiative offered by the grantee.

(2)  The amount of funding awarded to each grantee.

3 The number of persons served by each grantee, broken down by program or
initiative.
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SECTION 9H.1.(d) No later than February 1 of each fiscal year, each local health
department receiving funding pursuant to this section in the respective fiscal year shall submit to
the Division of Public Health a written report of all activities funded by State appropriations. The
report shall include the following information about the fiscal year preceding the year in which
the report is due:

1) A description of the types of programs, services, and activities funded by State

appropriations.

@) Statistical and demographical information on the number of persons served by
these programs, services, and activities, including the counties in which
services are provided.

3) Outcome measures that demonstrate the impact and effectiveness of the
programs, services, and activities based on the evaluation protocols developed
by the Division, in collaboration with the University of North Carolina
Gillings School of Global Public Health, pursuant to Section 12E.11(e) of S.L.
2015-241, and reported to the Joint Legislative Oversight Committee on
Health and Human Services on April 1, 2016.

4) A detailed program budget and list of expenditures, including all positions
funded, matching expenditures, and funding sources.

REPORT ON PREMIUM ASSISTANCE PROGRAM WITHIN AIDS DRUG
ASSISTANCE PROGRAM

SECTION 9H.2. Upon a determination by the Department of Health and Human
Services, Division of Public Health, that, in six months or less, it will no longer be feasible to
operate the health insurance premium assistance program implemented within the North Carolina
AIDS Drug Assistance Program (ADAP) on a cost-neutral basis or in a manner that achieves
savings to the State, the Department shall submit a report to the Joint Legislative Oversight
Committee on Health and Human Services notifying the Committee of this determination along
with supporting documentation and a proposed course of action with respect to health insurance
premium assistance program participants.

INCREASE TO MEDICAL EXAMINER FEE
SECTION 9H.3. G.S. 130A-387 reads as rewritten:
"8 130A-387. Fees.
For each investigation and prompt filing of the required report, the medical examiner shall
receive a fee paid by the State. However, if the deceased is a resident of the county in which the
death or fatal injury occurred, that county shall pay the fee. The fee shall be twe-four hundred

dollars {$200-00).($400.00)."

REPORT ON RECOMMENDATIONS FOR A PLAN TO IMPROVE MATERNAL AND
INFANT LEVELS OF CARE IN NORTH CAROLINA

SECTION 9H.4. By April 1, 2026, the Department of Health and Human Services,
Division of Public Health, shall report to the Joint Legislative Oversight Committee on Health
and Human Services and the Fiscal Research Division on recommendations for a plan to establish
maternal levels of care and to update neonatal levels of care to reduce maternal and infant
mortality rates within the State. The plan recommendations shall be consistent with guidelines
endorsed by the American College of Obstetricians and Gynecologists, the Society for
Maternal-Fetal Medicine, the American Academy of Pediatrics, the United States Centers for
Disease Control and Prevention, and the Association of Women's Health, Obstetric and Neonatal
Nurses. In developing these plan recommendations, the Department of Health and Human
Services, Division of Public Health, shall consult with maternal and infant health stakeholders in
North Carolina, including the North Carolina Healthcare Association, the North Carolina
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Obstetrical and Gynecological Society, the North Carolina Pediatric Society, the North Carolina
Academy of Family Physicians, the North Carolina Institute of Medicine, other organizations
with expertise in this area, and individuals with lived experience.

CAROLINA PREGNANCY CARE FELLOWSHIP

SECTION 9H.5.(a) Funds appropriated in this act to the Department of Health and
Human Services, Division of Public Health, for each year of the 2025-2027 fiscal biennium for
Carolina Pregnancy Care Fellowship (CPCF), a nonprofit corporation, shall continue to be
allocated and used as specified in subdivisions (a)(1) through (a)(4) of Section 9H.11 of S.L.
2023-134.

SECTION 9H.5.(b) The CPCF shall establish an application process for the grants
authorized by subdivisions (a)(1) through (a)(3) of Section 9H.11 of S.L. 2023-134, and any
pregnancy center located in this State that applies for these grant funds through the established
application process is eligible to receive these grant funds.

SECTION 9H.5.(c) The CPCF shall not use more than ten percent (10%) of the total
amount of funds allocated for each year of the 2025-2027 fiscal biennium for administrative
purposes.

SECTION 9H.5.(d) The CPCF shall use these allocated funds for nonsectarian,
nonreligious purposes only.

SECTION 9H.5.(e) By July 1, 2025, and July 1 of each odd-numbered year
thereafter, the CPCF shall report to the Joint Legislative Oversight Committee on Health and
Human Services and the Fiscal Research Division on its use of these allocated funds. The report
shall include at least all of the following:

1) The identity and a brief description of each grantee and the amount of funding

awarded to each grantee.

(2)  The number of persons served by each grantee.

3) The number of persons served by the Circle of Care Program.

(4)  The amount of funds used for administrative purposes.

PART IX-1. SERVICES FOR THE BLIND/DEAF/HARD OF HEARING [RESERVED]
PART IX-J. SOCIAL SERVICES

TANF BENEFIT IMPLEMENTATION PLAN

SECTION 9J.1.(a) Beginning October 1, 2025, the General Assembly approves the
plan titled "North Carolina Temporary Assistance for Needy Families State Plan FY 2025-2028,"
prepared by the Department of Health and Human Services and presented to the General
Assembly. The North Carolina Temporary Assistance for Needy Families State Plan covers the
period of October 1, 2025, through September 30, 2028. The Department shall submit the State
Plan, as revised in accordance with subsection (b) of this section, to the United States Department
of Health and Human Services.

SECTION 9J.1.(b) The counties approved as Electing Counties in the North
Carolina Temporary Assistance for Needy Families State Plan FY 2025-2028, as approved by
this section, are Beaufort, Caldwell, Catawba, Lenoir, Lincoln, Macon, and Wilson.

SECTION 9J.1.(c) Counties that submitted the letter of intent to remain as an
Electing County or to be redesignated as an Electing County and the accompanying county plan
for years 2025 through 2028, pursuant to G.S. 108A-27(e), shall operate under the Electing
County budget requirements effective July 1, 2025. For programmatic purposes, all counties
referred to in this subsection shall remain under their current county designation through
September 30, 2028.
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SECTION 9J.1.(d) For each year of the 2025-2027 fiscal biennium, Electing
Counties shall be held harmless to their Work First Family Assistance allocations for the
2024-2025 fiscal year, provided that remaining funds allocated for Work First Family Assistance
and Work First Diversion Assistance are sufficient for payments made by the Department on
behalf of Standard Counties pursuant to G.S. 108A-27.11(b).

SECTION 9J.1.(e) In the event that departmental projections of Work First Family
Assistance and Work First Diversion Assistance for the 2025-2026 fiscal year or the 2026-2027
fiscal year indicate that remaining funds are insufficient for Work First Family Assistance and
Work First Diversion Assistance payments to be made on behalf of Standard Counties, the
Department is authorized to deallocate funds, of those allocated to Electing Counties for Work
First Family Assistance in excess of the sums set forth in G.S. 108A-27.11, up to the requisite
amount for payments in Standard Counties. Prior to deallocation, the Department shall obtain
approval by the Office of State Budget and Management. If the Department adjusts the allocation
set forth in subsection (d) of this section, then a report shall be made to the Joint Legislative
Oversight Committee on Health and Human Services and the Fiscal Research Division.

INTENSIVE FAMILY PRESERVATION SERVICES FUNDING, PERFORMANCE
ENHANCEMENTS, AND REPORT

SECTION 9J.2.(a) Notwithstanding the provisions of G.S. 143B-150.6, the
Intensive Family Preservation Services (IFPS) Program shall provide intensive services to
children and families in cases of abuse, neglect, and dependency where a child is at imminent
risk of removal from the home and to children and families in cases of abuse where a child is not
at imminent risk of removal. The IFPS shall be implemented statewide on a regional basis. The
IFPS shall ensure the application of standardized assessment criteria for determining imminent
risk and clear criteria for determining out-of-home placement.

SECTION 9J.2.(b) The Department of Health and Human Services shall require that
any program or entity that receives State, federal, or other funding for the purpose of IFPS shall
provide information and data that allows for the following:

1) An established follow-up system with a minimum of six months of follow-up

Services.

(2 Detailed information on the specific interventions applied, including

utilization indicators and performance measurements.

3) Cost-benefit data.

4) Data on long-term benefits associated with IFPS. This data shall be obtained

by tracking families through the intervention process.

(5) The number of families remaining intact and the associated interventions

while in IFPS and 12 months thereafter.

(6) The number and percentage, by race, of children who received IFPS compared

to the ratio of their distribution in the general population involved with Child
Protective Services.

SECTION 9J.2.(c) The Department shall continue implementing a
performance-based funding protocol and shall only provide funding to those programs and
entities providing the required information specified in subsection (b) of this section. The amount
of funding shall be based on the individual performance of each program.

SECTION 9J.2.(d) The Department shall submit an annual report to the Joint
Legislative Oversight Committee on Health and Human Services and the Fiscal Research
Division by December 1 of each year that provides the information and data collected pursuant
to subsection (b) of this section.

CHILD CARING INSTITUTIONS
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SECTION 9J.3. Until the Social Services Commission adopts rules setting
standardized rates for child caring institutions as authorized under G.S. 143B-153(8), the
maximum reimbursement for child caring institutions shall not exceed the rate established for the
specific child caring institution by the Department of Health and Human Services, Office of the
Controller. In determining the maximum reimbursement, the State shall include county and IV-E
reimbursements.

USE FOSTER CARE BUDGET FOR GUARDIANSHIP ASSISTANCE PROGRAM

SECTION 9J.4. Of the funds available for the provision of foster care services, the
Department of Health and Human Services, Division of Social Services, may continue to provide
for the financial support of children who are deemed to be (i) in a permanent family placement
setting, (ii) eligible for legal guardianship, and (iii) otherwise unlikely to receive permanency.
No additional expenses shall be incurred beyond the funds budgeted for foster care for the
Guardianship Assistance Program (GAP). The Guardianship Assistance Program shall include
provisions for extending guardianship services for individuals and youth who exited foster care
through the Guardianship Assistance Program after 14 years of age or who have attained the age
of 18 years and opt to continue to receive guardianship services until reaching 21 years of age if
the individual is (i) completing secondary education or a program leading to an equivalent
credential, (ii) enrolled in an institution that provides postsecondary or vocational education, (iii)
participating in a program or activity designed to promote, or remove barriers to, employment,
(iv) employed for at least 80 hours per month, or (v) incapable of completing the educational or
employment requirements of this section due to a medical condition or disability. The
Guardianship Assistance Program rates shall reimburse the legal guardian for room and board
and be set at the same rate as the foster care room and board rates in accordance with rates
established under G.S. 108A-49.1.

CHILD WELFARE POSTSECONDARY SUPPORT PROGRAM (NC REACH)

SECTION 9J.5.(a) Funds appropriated in this act from the General Fund to the
Department of Health and Human Services for the child welfare postsecondary support program
shall be used to continue providing assistance with the "cost of attendance" as that term is defined
in 20 U.S.C. 8 10871l for the educational needs of foster youth aging out of the foster care system,
youth who exit foster care to a permanent home through the Guardianship Assistance Program
(GAP), or special needs children adopted from foster care after age 12. These funds shall be
allocated by the State Education Assistance Authority.

SECTION 9J.5.(b) Of the funds appropriated in this act from the General Fund to
the Department of Health and Human Services, the sum of fifty thousand dollars ($50,000) for
each year of the 2025-2027 fiscal biennium shall be allocated to the North Carolina State
Education Assistance Authority (SEAA). The SEAA shall use these funds only to perform
administrative functions necessary to manage and distribute scholarship funds under the child
welfare postsecondary support program.

SECTION 9J.5.(c) Of the funds appropriated in this act from the General Fund to
the Department of Health and Human Services, the sum of three hundred thirty-nine thousand
four hundred ninety-three dollars ($339,493) for each year of the 2025-2027 fiscal biennium shall
be used to contract with an entity to administer the child welfare postsecondary support program
described under subsection (a) of this section, which administration shall include the performance
of case management services.

SECTION 9J.5.(d) Funds appropriated in this act to the Department of Health and
Human Services for the child welfare postsecondary support program shall be used only for
students attending public institutions of higher education in this State.

FEDERAL CHILD SUPPORT INCENTIVE PAYMENTS
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SECTION 9J.6.(a) Centralized Services. — The North Carolina Child Support
Services (NCCSS) Section of the Department of Health and Human Services, Division of Social
Services, shall retain up to fifteen percent (15%) of the annual federal incentive payments it
receives from the federal government to enhance centralized child support services. To
accomplish this requirement, NCCSS shall do the following:

1) In consultation with representatives from county child support services

programs, identify how federal incentive funding could improve centralized
Services.

2 Use federal incentive funds to improve the effectiveness of the State's
centralized child support services by supplementing and not supplanting State
expenditures for those services.

3) Continue to develop and implement rules that explain the State process for
calculating and distributing federal incentive funding to county child support
services programs.

SECTION 9J.6.(b) County Child Support Services Programs. — NCCSS shall
allocate no less than eighty-five percent (85%) of the annual federal incentive payments it
receives from the federal government to county child support services programs to improve
effectiveness and efficiency using the federal performance measures. To that end, NCCSS shall
do the following:

1) In consultation with representatives from county child support services
programs, examine the current methodology for distributing federal incentive
funding to the county programs and determine whether an alternative formula
would be appropriate. NCCSS shall use its current formula for distributing
federal incentive funding until an alternative formula is adopted.

2 Upon adopting an alternative formula, develop a process to phase in the
alternative formula for distributing federal incentive funding over a four-year
period.

SECTION 9J.6.(c) Reporting by County Child Support Services Programs. —

NCCSS shall continue implementing guidelines that identify appropriate uses for federal
incentive funding. To ensure those guidelines are properly followed, NCCSS shall require county
child support services programs to comply with each of the following:

1) Submit an annual plan describing how federal incentive funding would
improve program effectiveness and efficiency as a condition of receiving
federal incentive funding.

(2 Report annually on the following: (i) how federal incentive funding has
improved program effectiveness and efficiency and been reinvested into their
programs, (ii) documentation that the funds were spent according to their
annual plans, and (iii) any deviations from their plans.

SECTION 9J.6.(d) Reporting by NCCSS. — NCCSS shall submit a report on federal
child support incentive funding to the Joint Legislative Oversight Committee on Health and
Human Services and the Fiscal Research Division by November 1 of each year. The report shall
describe how federal incentive funds enhanced centralized child support services to benefit
county child support services programs and improved the effectiveness and efficiency of county
child support services programs. The report shall further include any changes to the State process
that NCCSS used in calculating and distributing federal incentive funding to county child support
services programs and any recommendations for further changes.

SUCCESSFUL TRANSITION/FOSTER CARE YOUTH

SECTION 9J.7. The Foster Care Transitional Living Initiative Fund shall continue
to fund and support transitional living services that demonstrate positive outcomes for youth,
attract significant private sector funding, and lead to the development of evidence-based
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programs to serve the at-risk population described in this section. The Fund shall continue to
support a demonstration project with services provided by Youth Villages to (i) improve
outcomes for youth ages 17-21 years who transition from foster care through implementation of
outcome-based Transitional Living Services, (ii) identify cost-savings in social services and
juvenile and adult correction services associated with the provision of Transitional Living
Services to youth aging out of foster care, and (iii) take necessary steps to establish an
evidence-based transitional living program available to all youth aging out of foster care. In
continuing to implement these goals, the Foster Care Transitional Living Initiative Fund shall
support the following strategies:

1) Transitional Living Services, which is an outcome-based program that follows
the Youth Villages Transitional Living Model. Outcomes on more than 7,000
participants have been tracked since the program's inception. The program has
been evaluated through an independent randomized controlled trial. Results
indicate that the Youth Villages Transitional Living Model had positive
impacts in a variety of areas, including housing stability, earnings, economic
hardship, mental health, and intimate partner violence in comparison to the
control population.

2 Public-Private Partnership, which is a commitment by private-sector funding
partners to match at least twenty-five percent (25%) of the funds appropriated
to the Foster Care Transitional Living Initiative Fund for the 2025-2027 fiscal
biennium for the purposes of providing Transitional Living Services through
the Youth Villages Transitional Living Model to youth aging out of foster
care.

3) Impact Measurement and Evaluation, which are services funded through
private partners to provide independent measurement and evaluation of the
impact the Youth Villages Transitional Living Model has on the youth served,
the foster care system, and on other programs and services provided by the
State which are utilized by former foster care youth.

4) Advancement of Evidence-Based Process, which is the implementation and
ongoing evaluation of the Youth Villages Transitional Living Model for the
purposes of establishing the first evidence-based transitional living program
in the nation. To establish the evidence-based program, additional randomized
controlled trials may be conducted to advance the model.

REPORT ON CERTAIN SNAP AND TANF EXPENDITURES
SECTION 9J.8.(a) Funds appropriated in this act to the Department of Health and
Human Services, Division of Social Services (Division), for each year of the 2025-2027 fiscal
biennium for a report on certain Supplemental Nutrition Assistance Program (SNAP) and
Temporary Assistance for Needy Families (TANF) expenditures shall be allocated for vendor
costs to generate the data regarding expenditures of those programs. The vendor shall generate
data to be submitted to the Division that includes, at a minimum, each of the following:
(1)  The dollar amount and number of transactions accessed or expended
out-of-state, by state, for both SNAP benefits and TANF benefits.
(2)  The amount of benefits expended out-of-state, by state, from active cases for
both SNAP and TANF.
3) The dollar amount and number of transactions of benefits accessed or
expended in this State, by types of retailers or institutions, for both SNAP and
TANF.
SECTION 9J.8.(b) Upon receiving the expenditures data for SNAP and TANF from
the vendor, the Division shall evaluate the data. After evaluating the expenditures data, the
Division shall submit a report on its analysis of the data by June 30 and December 31 of each
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year to the Joint Legislative Oversight Committee on Health and Human Services and the Fiscal
Research Division. The Division shall post its report required by this subsection on its website
and otherwise make the data available by June 30 and December 31 of each year. In the first
report required by this section, the Division shall report how this data is used to investigate fraud
and abuse in both SNAP and TANF. The Division shall also report on other types of data and
how that data is utilized in the detection of fraud and abuse.

SECTION 9J.8.(c) The Division shall maintain the confidentiality of information
not public under Chapter 132 of the General Statutes. The Division shall properly redact any
information subject to reporting under this section to prevent identification of individual
recipients of SNAP or TANF benefits.

CHILD ADVOCACY CENTER FUNDS

SECTION 9J.9. At least seventy-five percent (75%) of the funds appropriated in
this act to the Department of Health and Human Services, Division of Social Services, for
Children's Advocacy Centers of North Carolina, Inc. (CACNC), a nonprofit organization, for
each year of the 2025-2027 fiscal biennium shall be distributed to child advocacy centers in this
State that are in good standing with CACNC in accordance with the requirements of
G.S. 108A-75.2.

REQUIRE STATUS REPORT ON FOSTER CARE TRAUMA-INFORMED
ASSESSMENT

SECTION 9J.10. The Department of Health and Human Services, Division of Social
Services, shall provide a report to the Joint Legislative Oversight Committee on Health and
Human Services and the Fiscal Research Division on the status of the foster care trauma-informed
assessment (assessment) required under Section 9J.12 of S.L. 2023-134, as amended by Section
7 of S.L. 2024-34, by September 1, 2025, and every six months thereafter until the assessment is
fully implemented statewide.

PART IX-K. EMPLOYMENT AND INDEPENDENCE FOR PEOPLE WITH
DISABILITIES [RESERVED]

PART IX-L. HHS MISCELLANEOUS
LOWER HEALTHCARE COSTS

GREATER TRANSPARENCY IN HOSPITAL AND AMBULATORY SURGICAL

FACILITY HEALTHCARE COSTS

SECTION 9L.1.(a) Article 11B of Chapter 131E of the General Statutes reads as
rewritten:
"Article 11B.
"Transparency in Health Care Costs.
"Part 1. Health Care Cost Reduction and Transparency Act of 2013.

"§ 131E-214.11. Title.

This article-Part shall be known as the Health Care Cost Reduction and Transparency Act of
2013.

"8§ 131E-214.13. Disclosure of prices for most frequently reported DRGs, CPTs, and
HCPCSs.
@ Definitions. — The following definitions apply in this Article:Part:
(1)  Ambulatory surgical facility. — A facility licensed under Part 4 of Article 6 of
this Chapter.
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2) Commission. — The North Carolina Medical Care Commission.

(2a) CPT. — Current Procedural Terminology.

(2b) DRG. — Diagnostic Related Group.

(2c) HCPCS. — The Healthcare Common Procedure Coding System.

3) Health insurer. — An entity that writes a health benefit plan and is one of the

following:

a. An insurance company under Article 3 of Chapter 58 of the General
Statutes.

b. A service corporation under Article 65 of Chapter 58 of the General
Statutes.

C. A health maintenance organization under Article 67 of Chapter 58 of
the General Statutes.

d. A third-party administrator of one or more group health plans, as

defined in section 607(1) of the Employee Retirement Income Security
Act of 1974 (29 U.S.C. § 1167(1)).

4) Hospital. — A medical care facility licensed under Article 5 of this Chapter or
under Article 2 of Chapter 122C of the General Statutes.

(5) Public or private third party. — Includes the State, the federal government,
employers, health insurers, third-party administrators, and managed care
organizations.

@ StateW|de data processor. — As defined inG.S. 131E-214.1.

(b)
therea#ePOuarterlv Report on Most Frequentlv Reported DRGs for Inpatlents — On a quarterlv
basis, each hospital shall provide to the Department-of-Health-and-Human-Services-statewide
data processor, utilizing electronic health records software, the following information about the
100 most frequently reported admissions by DRG for inpatients as established by the
Department:

1) The amount that will be charged to a patient for each DRG if all charges are
paid in full without a public or private third party paying for any portion of
the charges._In calculating this amount, each hospital shall include charges for
each billable item and service associated with the DRG regardless of whether
the health service is performed by a physician or nonphysician practitioner
employed by the hospital.

(2)  The average negotiated settlement on the amount that will be charged to a
patient required to be provided in subdivision (1) of this subsection.

3) The amount of Medicaid reimbursement for each DRG, including claims and
pro rata supplemental payments.

4) The amount of Medicare reimbursement for each DRG.

5) For each of the five largest health insurers providing payment to the hospital
on behalf of insureds and teachers and State employees, the range and the
average of the amount of payment made for each DRG. Prior to providing this
information to the Bepartment-statewide data processor, each hospital shall
redact the names of the health insurers and any other information that would
otherwise identify the health insurers.

A hospital shall not be required to report the information required by this subsection for any
of the 100 most frequently reported admissions where the reporting of that information
reasonably could lead to the identification of the person or persons admitted to the hospital in
violation of the federal Health Insurance Portability and Accountability Act of 1996 (HIPAA) or
other federal law.
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thereafter,—Quarterly Report on Total Costs for the Most Common Surgical and Imaging
Procedures. — On a quarterly basis, each hospital and ambulatory surgical facility shall provide
to the Departmentstatewide data processor, utilizing electronic health records software,
information on the total costs for the 20 most common surgical procedures and the 20 most
common imaging procedures, by volume, performed in hospital outpatient settings or in
ambulatory surgical facilities, along with the related CPT and HCPCS codes. In providing
information on total costs, each hospital and ambulatory surgical facility shall include the costs
for each billable item and service associated with the procedure regardless of whether the health
service is performed by a physician or nonphysician practitioner employed by the hospital or
ambulatory surgical facility. Hospitals and ambulatory surgical facilities shall report this
information in the same manner as required by subdivisions (b)(1) through (5) of this section,
provided that hospitals and ambulatory surgical facilities shall not be required to report the
information required by this subsection where the reporting of that information reasonably could
lead to the identification of the person or persons admitted to the hospital in violation of the
federal Health Insurance Portability and Accountability Act of 1996 (HIPAA) or other federal
law.

cor li | hosnital i ! arnbul il facilitios.

()] Upon request of a patient for a particular DRG, imaging procedure, or surgery
procedure reported in this section, a hospital or ambulatory surgical facility shall provide the
information required by subsection (b) or subsection (d) of this section to the patient in writing,
either electronically or by mail, within three business days after receiving the request.

(f1) Commission Rules. — The Commission shall adopt rules to accomplish all of the

following:
(1)  Toensure that subsection (b) of this section is properly implemented and that

hospitals report this information to the statewide data processor in a uniform
manner. The rules shall include the method by which the statewide data
processor shall determine the 100 most frequently reported DRGs for
inpatients for which hospitals must provide the data set out in subsection (b)
of this section and the specific categories by which hospitals shall be grouped
for the purpose of disclosing this information to the public on the Department's
website.

(2)  Toensure that subsection (d) of this section is properly implemented and that
hospitals and ambulatory surgical facilities report this information to the
statewide data processor in a uniform manner. The rules shall include the
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method by which the statewide data processor shall determine the 20 most
common surgical procedures and the 20 most common imaging procedures
for which the hospitals and ambulatory surgical facilities must provide the
data set out in subsection (d) of this section.

(3)  To establish and define no fewer than 10 quality measures for licensed
hospitals and licensed ambulatory surgical facilities.

(4)  To establish procedures for the statewide data processor to receive the data
required by subsections (b) and (d) of this section and submit that data to the
Department for publication on the Department's website.

(9) G.S. 150B-21.3 does not apply to rules adopted under subsections—e)—-and—{(e}
subdivision (f1)(1) or subdivision (f1)(2) of this section. A rule adopted under subsections—{c)
and-(e)subdivision (f1)(1) or subdivision (f1)(2) of this section becomes effective on the last day
of the month following the month in which the rule is approved by the Rules Review
Commission.

"8 131E-214.18. Penalty for noncompliance.

The Department may impose a civil penalty on any hospital or ambulatory surgical facility
that fails to comply with the requirements of this Part. For each day of violation, the amount of
the civil penalty shall not be (i) less than one hundredth of one percent (.01%) of the annual salary
of the chief executive officer of the noncompliant hospital or ambulatory surgical facility or (ii)
greater than two thousand dollars ($2,000). This civil penalty shall be in addition to any fine or
civil penalty that the Centers for Medicare and Medicaid Services or other federal agency may
choose to impose on the facility. The Department shall remit the clear proceeds of civil penalties
assessed pursuant to this section to the Civil Penalty and Forfeiture Fund in accordance with
G.S. 115C-457.2."

SECTION 9L.1.(b) G.S. 131E-214.4(a) reads as rewritten:

"(a) A statewide data processor shall perform the following duties:

(8) Receive data required to be submitted by hospitals under G.S. 131E-214.13(b)
and by hospitals and ambulatory surgical facilities under G.S. 131E-214.13(d)
and submit that data to the Department of Health and Human Services
(Department) for publication on the Department's website."

SECTION 9L.1.(c) Subsections (a) and (b) of this section become effective on the
later of January 1, 2026, or the date the rules adopted by the North Carolina Medical Care
Commission under subdivisions (1), (2), and (4) of subsection (f1) of G.S. 131E-214.13 take
effect. G.S. 131E-214.18, as enacted by subsection (a) of this section, applies to acts occurring
on or after that date. The Commission shall notify the Revisor of Statutes when the rules required
under subdivisions (1), (2), and (4) of subsection (f1) of G.S. 131E-214.13 take effect.

GREATER TRANSPARENCY IN HEALTHCARE PROVIDER BILLING PRACTICES
SECTION 9L.1.(d) Article 11B of Chapter 131E of the General Statutes, as
amended by Part | of this act, is amended by adding a new Part to read:
"Part 2. Transparency in Healthcare Provider Billing Practices.
"8 131E-214.25. Definitions.
The following definitions apply in this Part:
(1)  Health benefit plan. — As defined in G.S. 58-3-167, or under the laws of
another state or the federal government.
(2)  Healthcare provider. — As defined in G.S. 90-410.
3) Insurer. — As defined in G.S. 58-3-167.
"8 131E-214.30. Fair notice requirements; health service facilities.
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(a) Services Provided at a Participating Health Service Facility. — At the time a health
service facility participating in an insurer's healthcare provider network (i) treats an insured
individual for anything other than screening and stabilization in accordance with G.S. 58-3-190,
(i1) admits an insured individual to receive emergency services, (iii) schedules a procedure for
nonemergency services for an insured individual, or (iv) seeks prior authorization from an insurer
for the provision of nonemergency services to an insured individual, the health service facility
shall provide the insured individual with a written disclosure containing all of the following
information:

(1)  Services may be provided at the health service facility for which the insured
individual may receive a separate bill.

(2)  Certain healthcare providers may be called upon to render care to the insured
individual during the course of treatment and those healthcare providers may
not have contracts with the insured's insurer and are considered to be
nonparticipating healthcare providers in the insurer's healthcare provider
network. Any nonparticipating healthcare providers shall be identified in the
written disclosure using the individual's healthcare provider's name and
practice name as used on the applicable health service facility's or healthcare
provider's credentials or name badge.

(3)  Text, using a bold or other distinguishable font, that states that certain
consumer protections available to the insured individual when services are
rendered by a health service facility or healthcare provider participating in the
insurer's healthcare provider network may not be applicable when services are
rendered by a nonparticipating healthcare provider.

(b) Emergency Services Provided at Nonparticipating Health Service Facilities. — As
soon as practicable after a health service facility begins the provision of emergency services to
an insured individual, if the facility does not have a contract with the applicable insurer, then the
health service facility shall provide the insured individual with a written disclosure containing
all of the following:

(1) A statement that the health service facility does not have a provider network
contract with the applicable insurer and is considered to be a nonparticipating
provider.

(2)  Text, using a bold or other distinguishable font, that states that certain
consumer _protections available to the insured individual when services are
rendered by a health service facility or healthcare provider participating in the
insurer's healthcare provider network may not be applicable when services are
rendered by a nonparticipating health service facility.

"8 131E-214.31. Fair notice requirements; healthcare providers.

At the time a healthcare provider not participating in an insurer's healthcare provider network
(i) treats an insured individual for anything other than screening and stabilization in accordance
with G.S. 58-3-190, (ii) schedules an appointment or procedure for nonemergency services for
an _insured individual, or (iii) seeks prior authorization from an insurer for the provision of
nonemergency services to an insured individual, the healthcare provider shall provide the insured
individual with a written disclosure containing all of the following information:

(1) A statement that the healthcare provider is not in the insurer's healthcare
provider network applicable to the individual.

(2)  Text, using a bold or other distinguishable font, that states that certain
consumer protections available to the insured individual when services are
rendered by a healthcare provider participating in the insurer's healthcare
provider network may not be applicable when services are rendered by a
nonparticipating healthcare provider.

"8 131E-214.35. Penalties.
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A healthcare provider's repeated failure to comply with this Article shall indicate a general
business practice that is deemed an unfair and deceptive trade practice and is actionable under

Chapter 75 of the General Statutes. Nothing in this Article forecloses other remedies available

under law or equity."

SECTION9L.1.(e) G.S. 58-3-200(a)(1) and G.S. 58-3-200(a)(2) are repealed.
SECTION 9L.1.(f) G.S. 58-3-200(a), as amended by subsection (e) of this section,
reads as rewritten:
"(a)  Definitions. — As-used-The following definitions apply in this section:

3) Clinical laboratory. — An entity in which services are performed to provide
information or materials for use in the diagnosis, prevention, or treatment of
disease or assessment of a medical or physical condition.

4) Healthcare provider. — As defined in G.S. 90-410."

SECTION 9L.1.(g) G.S. 58-3-200(d) reads as rewritten:

"(d)  Services Outside Provider Networks. — No insurer shall penalize an insured or subject
an insured to the out-of-network benefit levels offered under the insured's approved health benefit
plan, including an insured receiving an extended or standing referral under G.S. 58-3-223, unless
contracting health—eare—healthcare providers able to meet health needs of the insured are
reasonably available to the insured without unreasonable delay. Upon notice or request from the
insured, the insurer shall determine whether a healthcare provider able to meet the needs of the

insured is available to the insured without unreasonable delay by reference to the insured's

location and the specific medical needs of the insured."

SECTION 9L.1.(h) Subsections (d) through (g) of this section become effective
October 1, 2026, and apply to healthcare services provided on or after that date and to contracts
issued, renewed, or amended on or after that date.

GREATER FAIRNESS IN BILLING AND COLLECTIONS PRACTICES FOR
HOSPITALS AND AMBULATORY SURGICAL FACILITIES
SECTION 9L.1.(i) Chapter 131E of the General Statutes is amended by adding a
new Article 11C to be entitled "Fair Billing and Collections Practices for Hospitals and
Ambulatory Surgical Facilities."
SECTION 9L.1.(j) G.S.131E-91 is recodified as G.S. 131E-214.50 under Article
11C of Chapter 131E of the General Statutes, as created by subsection (i) of this section.
SECTION 9L.1.(k) G.S.131E-214.50(d) reads as rewritten:
"(d)  Hospitals and ambulatory surgical facilities shall abide by the following reasonable
collections practices:

(1a) A hospital or ambulatory surgical facility shall not refer a patient's unpaid bill
to a collections agency, entity, or other assignee unless it has first presented
an itemized list of charges to the patient detailing, in lanquage comprehensible
to_an ordinary layperson, the specific nature of the charges or expenses
incurred by the patient.

"

SECTION 9L.1.(I) Article 11C of Chapter 131E of the General Statutes, as created
by subsection (i) of this section, is amended by adding a new section to read:
"§ 131E-214.52. Patient's right to a good-faith estimate.
(@ Definitions. — The following definitions apply in this section:
(1) CMS. — The federal Centers for Medicare and Medicaid Services.
2 Facility. — A hospital or ambulatory surgical facility licensed under this

Chapter.
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3) Items and services. — All items and services, including individual items and
services and service packages, that could be provided by a facility to a patient
in connection with an inpatient admission or an outpatient visit for which the
facility has established a standard charge. Examples include, but are not
limited to, all of the following:

Supplies and procedures.

Room and board.

Fees for use of the facility or other items.

Professional charges for services of physicians and nonphysician

practitioners who are employed by the facility.

Professional charges for services of physicians and nonphysician

practitioners who are not employed by the facility.

Any other items or services for which a facility has established a

standard charge.

(4)  Service package. — An aggregation of individual items and services into a

single service with a single charge.

(5)  Shoppable service. — A non-urgent service that can be scheduled by a patient

in advance. The term includes all CMS-specified shoppable services plus as
many additional facility-selected shoppable services as are necessary for a
combined total of at least 300 shoppable services.

(b)  Good-Faith Estimate. — Upon request of any patient for a good-faith estimate for a
shoppable service, the facility shall provide to the patient, in writing, at least three business days
prior to the date the patient schedules the shoppable service, an itemized list of expected charges,
in language comprehensible to an ordinary layperson, that the patient will be obligated to pay for
all items and services related to the shoppable service. The good-faith estimate shall include the
Diagnostic Related Group (DRG), Current Procedural Terminology (CPT), or Healthcare
Common Procedure Coding System (HCPCS) code for each expected charge.

(c) In any case in which a patient has requested a good-faith estimate from a facility for
a shoppable service, the patient's final bill for that shoppable service shall not exceed more than
five percent (5%) of the good-faith estimate provided to the patient pursuant to this section.

(d)  The Department shall adopt rules to implement this section."

SECTION 9L.1.(m) Subsections (i) through (1) of this section become effective on
the later of January 1, 2026, or the date the rules adopted by the Department under
G.S. 131E-214.52 take effect and apply to acts occurring on or after that date. The Department
shall notify the Revisor of Statutes when the rules required under G.S. 131E-214.52 take effect.

210 | |

|®

GREATER PROTECTION FOR HEALTHCARE CONSUMERS FROM FACILITY
FEES
SECTION 9L.1.(n) Article 11C of Chapter 131E of the General Statutes, as created
by subsection (i) of this section, is amended by adding a new section to read:
"§ 131E-214.54. Facility fees.
(a) Definitions. — The following definitions apply in this section:
(1)  Ambulatory surgical facility. — As defined in G.S. 131E-176.
(2)  Campus. — Any of the following:

a. The main building of a hospital.

b. The physical area immediately adjacent to a hospital's main building.

C. Other structures not contiguous to the main building of a hospital that
are within 250 yards of the main building.

d. Any other area that has been determined to be part of a hospital's

campus by the Centers for Medicare and Medicaid Services.
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Facility fee. — Any fee charged or billed by a health care provider for
outpatient services provided in a hospital-based facility that is (i) intended to
compensate the health care provider for the operational expenses of the health
care _provider, (ii) separate and distinct from a professional fee, and (iii)
charged regardless of the modality through which the health care services
were provided.

Health care provider. — As defined in G.S. 90-410.

Health systems. — A parent corporation of one or more hospitals and any entity
affiliated with that parent corporation through ownership, governance,
membership, or other means, or a hospital and any entity affiliated with that
hospital through ownership, governance, membership, or other means.
Hospital. — Any hospital as defined in G.S. 90-176(13) and any facility
licensed under Chapter 122C of the General Statutes.

Hospital-based facility. — A facility that is owned or operated, in whole or in
part, by a hospital and at which hospital or professional medical services are
provided.

Professional fee. — Any fee charged or billed by a provider for hospital or
professional medical services provided in a hospital-based facility.

Remote location of a hospital. — A hospital-based facility that is created,
acquired, or purchased by a hospital or health system for the purpose of
furnishing inpatient services under the name, ownership, and financial and
administrative control of the hospital.

Limits on Facility Fees. — The following limitations are applicable to facility fees:

D)

2

No health care provider shall charge, bill, or collect a facility fee unless the
services are provided on a hospital's main campus, at a remote location of a
hospital, at a facility that includes an emergency department, or at an
ambulatory surgical facility.

Regardless of where the services are provided, no health care provider shall
charge, bill, or collect a facility fee for outpatient evaluation and management
services, or any other outpatient, diagnostic, or imaging services identified by
the Department.

Identification of Services. — The Department shall annually identify services subject

to the limitations on facility fees provided in subdivision (2) of subsection (b) of this section that

may reliably be provided safely and effectively in non-hospital settings.

(d)

Reporting Requirements. — Each hospital and health system shall submit a report to

the Department annually on July 1. The report shall be published on the Department's website

and shall contain the following:
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The name and full address of each facility owned or operated by the hospital
or health system that provides services for which a facility fee is charged or
billed.

The number of patient visits at each such hospital-based facility for which a
facility fee was charged or billed.

The number, total amount, and range of allowable facility fees paid at each
facility by Medicare, Medicaid, and private insurance.

For each hospital-based facility and for the hospital or health system as a
whole, the total amount billed, and the total revenue received from facility
fees.

The top 10 procedures or services, identified by Current Procedural
Terminology (CPT) category | codes, provided by the hospital or health
system that generated the greatest amount of facility fee gross revenue; the
number of each of these 10 procedures or services provided; the gross and net
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revenue totals for each such procedure or service; and the total net amount of
revenue received by the hospital or health system derived from facility fees
for each procedure or service.

(6) Any other information the Department may require.

(e) Enforcement. — This section shall be enforced as follows:

(1)  Any violation of this section constitutes an unfair or deceptive trade practice
in violation of G.S. 75-1.1 and is subject to all of the enforcement and penalty
provisions of an unfair or deceptive trade practice under Article 1 of Chapter
75 of the General Statutes.

(2) In addition to the remedies described in subdivision (1) of this subsection, any
health care provider who violates any provision of this section shall be subject
to an administrative penalty of not more than one thousand dollars ($1,000)
per occurrence."

SECTION 9L.1.(0) No later than January 1, 2026, the Department of Health and

Human Services shall adopt rules necessary to implement G.S. 131E-214.54, as enacted by
subsection (n) of this section.

SECTION 9L.1.(p) G.S. 131E-214.54, as enacted by subsection (n) of this section,
becomes effective January 1, 2026, or on the date the rules adopted by the Department of Health
and Human Services pursuant to subsection (0) of this section become effective, whichever is
later, and applies to healthcare services provided on or after that date. The Department shall
notify the Revisor of Statutes when the rules required under subsection (o) of this section become
effective.

STATE AUDITOR REVIEW OF HEALTH SERVICE FACILITY PRICES
SECTION9L.1.(q) G.S. 147-64.6(c) reads as rewritten:
"(c)  Responsibilities. — The Auditor is responsible for the following acts and activities:

(24) The Auditor shall periodically examine (i) health service facilities, as defined
in G.S. 131E-176, that are recipients of State funds and (ii) facilities licensed
under Chapter 122C of the General Statutes that are recipients of State funds
and report findings to the Joint Legislative Oversight Committee on Health
and Human Services on April 1, 2026, and periodically thereafter. The report
must include at least the following:

a. The prices that the health service facility charges patients whose
insurance is out-of-network or who are uninsured.
b. To what extent the health service facility is transparent about the prices

described in sub-subdivision a. of this subdivision."

ENHANCEMENTS TO EMPLOYEE SAFETY BY ALLOWING FOR THE REMOVAL
OF CERTAIN EMPLOYEE DETAILS FROM HEALTH INSURANCE APPEALS
AND GRIEVANCE REVIEWS

SECTION9L.1.(r) G.S. 58-50-61(k) reads as rewritten:

"(k)  Nonexpedited Appeals. — Within three business days after receiving a request for a
standard, nonexpedited appeal, the insurer or its URO shall provide the covered person with the
3 ard-information on how and where to
submlt wrltten matenal—materlal for the appeal mcludlnq contact information for the insurer.
For standard, nonexpedited appeals, the insurer or its URO shall give written notification of the
decision, in clear terms, to the covered person and the covered person's provider within 30 days
after the insurer receives the request for an appeal. If the decision is not in favor of the covered
person, the written decision shall eentain:contain all of the following information:
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1)
()
(3)

"

The professional qualifications and licensure of the person or persons
reviewing the appeal.
A statement of the reviewers—understanding—of-thereasonfor-the-covered

persen‘s-basis of the appeal.
The reviewers—insurer's or URQO's decision in clear terms and the medical

rationale in sufficient detail for the covered person to respond further to the
insurer's position.

SECTION 9L.1.(s) G.S.58-50-62(e) reads as rewritten:
"(e)  First-Level Grievance Review. — A covered person or a covered person's provider
acting on the covered person's behalf may submit a grievance. All of the following shall apply to
a first-level grievance review:

1)

(2)

The insurer does-nothave-is not required to allow a covered person to attend
the first-level grievance review. A covered person may submit written
material. Except as provided in subdivision (3) of this subsection, within three
business days after receiving a grievance, the insurer shall prowde the covered
person with : 3
information on where and how to submlt wrltten maeenal—materlal for the
first-level grievance review, including contact information for the insurer.
An insurer shall issue a written decision, in clear terms, to the covered person
and, if applicable, to the covered person's provider, within 30 days after
receiving a grievance. The person or persons reviewing the grievance shall not
be the same person or persons who initially handled the matter that is the
subject of the grievance and, if the issue is a clinical one, at least one of whom
shall be a medical doctor with appropriate expertise to evaluate the matter.
Except as provided in subdivision (3) of this subsection, if the decision is not
in favor of the covered person, the written decision issued in a first-level
grievance review shall eentatr:contain all of the following information:
a. The professional qualifications and licensure of the person or persons
reviewing the grievance.
b. A statement of the reviewersunderstanding-basis of the grievance.
C. The reviewers—insurer's decision in clear terms and the contractual
basis or medical rationale in sufficient detail for the covered person to
respond further to the insurer's position.

n

SECTION 9L.1.(t) G.S. 58-50-62(f) reads as rewritten:

"(f)  Second-Level Grievance Review. — An insurer shall establish a second-level
grievance review process for covered persons who are dissatisfied with the first-level grievance
review decision or a utilization review appeal decision. A covered person or the covered person's
provider acting on the covered person's behalf may submit a second-level grievance. All of the
following shall apply to a second-level grievance review:

(1)

An insurer shall, within 10 business days after receiving a request for a
second-level grievance review, make—knewn—to—provide the covered
persen:person all of the following information:

eeepdmate—the—gnevaeee—mwew—fepthe—meueer—lnformatlon on how

and where to submit written material for the second-level grievance
review, including contact information for the insurer.

"

SECTION 9L.1.(u) Subsections (r) through (t) of this section are effective when

they become law.
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UPDATED HEALTH INSURER PRIOR AUTHORIZATION REQUIREMENTS
SECTION 9L.1.(v) G.S. 58-50-61 reads as rewritten:
"8 58-50-61. Utilization review.
@ Definitions. — As—used—The following definitions apply in this section, in
G.S. 58-50-62, and in Part 4 of this Articlethe-term:Article:

(2a)  Course of treatment. — A prescribed order or ordered treatment protocol for a
specific covered person with a specific condition that is outlined and decided
upon ahead of time with the covered person and healthcare provider and
approved by the insurer or utilization review organization when prospective
review is applicable.

cocili tofined inG.S. Ob) or the | : I
as-a-health-care-facHity—orapharmaecy-Healthcare provider. — As defined in

G.S. 90-410.

(14a) Prior authorization. — The process by which insurers and UROs determine
coverage on the basis of medical necessity and/or covered benefits prior to the
rendering of those services.

(16a) Urgent health care service. — A health care service, including mental and
behavioral health care services, with respect to which the application of the
time periods for making an urgent care determination that, in the opinion of a
healthcare provider with knowledge of the covered person's medical
condition, meets either of the following criteria:

a. Could seriously jeopardize the life or health of the covered person or
the ability of the covered person to regain maximum function.
b. Would subject the covered person to severe pain that cannot be

adequately managed without the care or treatment that is the subject
of the utilization review.

()] Time Lines for Prospective and Concurrent Utilization Reviews Based Upon Type of
Health Care Service. — As used in this subsection, the term "necessary information" includes the
results of any patient examination, cllnlcal evaluatlon or second op|n|on that may be required.
The time line for

completlon of a prospectlve or concurrent utlllzatlon review is as foIIows:

(1)  Non-urgent health care services. — If an insurer requires a prior authorization
review of a healthcare service, then the insurer or its URO shall both render a
prior_authorization review determination or noncertification and notify the
covered person and the covered person's provider within three business days
after the insurer obtains all necessary information abeut—the—admission;
procedure—or-health-care—service—to make the prior authorization review
determination or noncertification.

2 Urgent health care services. — An insurer or its URO shall both render a
utilization review determination or noncertification concerning urgent health
care services and notify the covered person and the covered person's provider
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of that utilization review determination or noncertification not later than 24
hours after receiving all necessary information needed to complete the review
of the requested health care services. If the covered person's provider or the
insurer, or the entity conducting the review on behalf of the insurer, do not
both have access to the electronic health records of the covered person, then
this subdivision shall not apply and the utilization review will be subject to
the time line under subdivision (1) of this subsection.
(f1)  Prior Authorization Determination Notifications. — If an insurer or its URO certifies
a health care service, the-insurer-shal-notifi-notification shall be sent to the covered person's
provider. FerIf an insurer or its URQ issues a noncertification, the-insurershal-netify-the-covered
person‘s-providerand-send-then written or electronic confirmation of the noncertification to the
covered person's provider and covered persen—ta-person that is in compliance with subsection
(h) of this section.
(f2)  Concurrent Review Liability. — For concurrent reviews, the insurer shall remain liable
for health—eare—healthcare services until the covered person has been notified of the
noncertification.

(J1) Requirements Applicable to Appeals Reviews. — All of the following requirements
apply to an appeals review:
(1)  Except as otherwise provided, appeals shall be reviewed by a licensed
physician who meets all of the following criteria:

a. Possesses a current and valid non-restricted license to practice
medicine in any United States jurisdiction.
b. Has practiced for a period of at least three consecutive years in the

same or similar specialty as a medical doctor who typically manages
the medical condition or disease for which prior authorization review
is required or whose training and experience meets all of the following

criteria:

1. Includes treatment of the same condition as the condition of
the covered person.

2. Includes treatment of complications that may result from the
service or procedure that is the subject of the appeal.

3. Is sufficient for the medical doctor to determine if the service
or procedure is medically necessary or clinically appropriate.

C. Had no direct involvement in making the prior adverse determination

or noncertification that is the subject of the appeal.
Has no financial interest, or other conflict of interest, in the outcome
of the appeal.

(2)  Appeals initiated by a licensed mental health professional for a service
provided by a licensed mental health professional may be reviewed by a
licensed mental health professional rather than a medical doctor. The
requirements of subdivision (1) of this subsection shall apply to the reviewing
licensed mental health professional in the same manner that they apply to a
medical doctor.

(3)  The medical doctor or licensed mental health professional shall consider all
known clinical aspects of the healthcare service under review, including all
pertinent medical records and any medical literature that have been provided
by the covered person's provider or by a health care facility.

(m)  Disclosure of Utilization Review Requirements. — All of the following apply to an
insurer's responsibility to disclose any utilization review procedures:
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(1)  Coverage and member handbook. — In the certificate of coverage and member
handbook provided to covered persons, an insurer shall include a clear and
comprehensive description of its utilization review procedures, including the
procedures for appealing noncertifications and a statement of the rights and
responsibilities of covered persons, including the voluntary nature of the
appeal process, with respect to those procedures. An insurer shall also include
in the certificate of coverage and the member handbook information about the
availability of assistance from the Department's Health Insurance Smart NC,
including the telephone number and address of the Pregrarm-—program.

(2)  Prospective materials. — An insurer shall include a summary of its utilization
review procedures in materials intended for prospective covered persons.

3) Membership cards. — An insurer shall print on its membership cards a toll-free
telephone number to call for utilization review purposes.

(4)  Website. — An insurer shall make any current prior authorization requirements
and restrictions readily accessible on its website.

(ml1) Changes to Prior Authorization. — If an insurer intends either to implement a new
prior authorization review requirement or restriction or to amend an existing requirement or
restriction, then the new or amended requirement shall not be in effect unless and until the
insurer's website has been updated to reflect the new or amended requirement or restriction. A
claim shall not be denied for failure to obtain a prior authorization if the prior authorization
requirement or amended requirement was not in effect on the date of service of the claim.

(n1) Prior Authorization Determination Validity. — All of the following apply to the length
of time an approved prior authorization shall remain valid under certain circumstances:

[€0)] If a covered person enrolls in a new health benefit plan offered by the same
insurer under which the prior authorization was approved, then the previously
approved prior authorization remains valid for the initial 90 days of coverage
under the new health benefit plan. This section does not require coverage of a
service if it is not a covered service under the new health benefit plan.

(2) If a healthcare service, other than for in-patient care, requires prior
authorization and is for the treatment of a covered person's chronic condition,
then the prior authorization shall remain valid for no less than six months from
the date the healthcare provider receives notification of the prior authorization

approval.

(o) Violation. — A-In accordance with this Chapter, a violation of this section subjects an
insurer and an agent of the insurer to G.S. 58-2-70.

(p) Federal Rule Alignment. — No later than January 1, 2028, an insurer offering a health
benefit plan or a utilization review agent acting on behalf of an insurer offering a health benefit
plan, shall implement and maintain a prior authorization application programming interface
meeting the requirements under 45 C.F.R. § 156.223(b) as it existed on January 1, 2025.

(Q) Reserved for future codification purposes.

(3] Reserved for future codification purposes.

(s) Artificial Intelligence. — An artificial intelligence-based algorithm shall not be used
as the sole basis to deny a utilization review determination."

SECTION9L.1.(w) Inaccordance with G.S. 135-48.24(b) and G.S. 135-48.30(a)(7)
which require the State Treasurer to implement procedures that are substantially similar to the
provisions of G.S. 58-50-61 for the North Carolina State Health Plan for Teachers and State
Employees (State Health Plan), the State Treasurer and the Executive Administrator of the State
Health Plan shall review all practices of the State Health Plan and all contracts with, and practices
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of, any third party conducting any utilization review on behalf of the State Health Plan to ensure
compliance with subsection (v) of this section no later than the start of the next plan year.

SECTION 9L.1.(x) Subsection (v) of this section becomes effective October 1,
2026, and applies to insurance contracts, including contracts with utilization review
organizations, issued, renewed, or amended on or after that date.

EFFECTIVE DATE
SECTION 9L.1.(y) Except as otherwise provided, this section is effective when it
becomes law.

THE NINJA'S LAW

SECTION 9L.2.(a) Article 2 of Chapter 90 of the General Statutes is amended by
adding a new section to read:
"8 90-30.3. Reports of adverse events.

(@)  Adentist who holds a permit to administer general anesthesia or sedation shall submit
an adverse event report to the Board within 72 hours after each adverse event if the patient dies
or has permanent organic brain dysfunction within 24 hours after the administration of general
anesthesia or sedation. Sedation permit holders shall cease administration of sedation until the
Board has investigated the death or permanent organic brain dysfunction and approved
resumption of permit privileges. General anesthesia permit holders shall cease administration of
general anesthesia and sedation until the Board has reviewed the adverse event report and
approved resumption of permit privileges.

(b)  Adentist who holds a permit to administer general anesthesia or sedation shall submit
an adverse event report to the Board within 30 days after each adverse event if the patient is
admitted to a hospital on inpatient status for a medical emergency or physical injury within 24
hours after the administration of general anesthesia or sedation.

(c)  Adentist who holds a permit to administer general anesthesia or sedation shall submit
an adverse event report to the Board within 30 days after each adverse event.

(d)  The adverse event report shall be in writing and shall include, at a minimum, all of

the following:

Dentist's name, license number, and permit number.

Date and time of the occurrence.

Facility where the occurrence took place.

Name and address of the patient.

Surgical procedure involved.

Type and dosage of sedation or anesthesia utilized in the procedure.
Circumstances involved in the occurrence.

The entire patient treatment record, including anesthesia records.

(e) Upon receipt of an adverse event report under this section, the Board shall investigate
and shall take disciplinary action if the evidence demonstrates that a licensee has violated this
Article.

() For the purposes of this section, the term "adverse event” means any of the following
clinical emergencies: anaphylaxis, aspiration, cardiac arrest, or unplanned advanced airway
placement."

SECTION 9L.2.(b) The North Carolina Policy Collaboratory at the University of
North Carolina at Chapel Hill shall conduct a study to evaluate whether a second health care
provider who is qualified to provide anesthesia services is needed when utilizing drugs that can
lead to deep sedation, such as propofol. The Collaboratory shall submit a report to the Joint
Legislative Oversight Committee on Health and Human Services by April 1, 2026, with any
legislative recommendations addressing this issue.

EEkEERREE
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SECTION9L.2.(c) Subsection (a) of this section becomes effective October 1, 2025.
The remainder of this section is effective when it becomes law.

CLARIFICATION OF PARTNERSHIPS REGARDING THE PRACTICE OF

DENTISTRY

SECTION 9L.3. G.S. 90-29(c) reads as rewritten:

"(c)  The following acts, practices, or operations, however, shall not constitute the unlawful

practice of dentistry:

(15) The mechanism by which a "management company," as that term is defined

in G.S. 90-40.2(a)(4), and a licensee establish the fee in a "management

arrangement,” as that term is defined in G.S. 90-40.2(a)(3). A management

fee established under this exception is a private business contract and shall not

be construed to be evidence of a partnership under Chapter 59 of the General

Statutes."
PART IX-M. DHHS BLOCK GRANTS

DHHS BLOCK GRANTS

SECTION 9M.1.(a) Except as otherwise provided, appropriations from federal
Block Grant funds are made for each year of the fiscal biennium ending June 30, 2027, according

to the following schedule:

TEMPORARY ASSISTANCE FOR NEEDY
FAMILIES (TANF) FUNDS

Local Program Expenditures
Division of Social Services
01. Work First Family Assistance
02. Work First County Block Grants
03. Work First Electing Counties

04. Adoption Services — Special Children
Adoption Fund

05. Child Protective Services — Child Welfare
Workers for Local DSS

06. Child Welfare Program Improvement Plan
07. Child Welfare Collaborative
08. Child Welfare Initiatives
09. Kinship Care Assistance
Division of Child Development and Early Education

S257-CSNExfap-3 [v.7] Senate Bill 257

FY 2025-2026

$23,259,794
80,093,566

2,378,213

4,001,676

13,219,619
775,176
400,000

1,400,000

4,000,000

FY 2026-2027

$23,259,794
80,093,566

2,378,213

4,001,676

13,219,619
775,176
400,000

1,400,000

4,000,000
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10. Subsidized Child Care Program

11. NC Pre-K Services
Division of Public Health

12. Teen Pregnancy Prevention Initiatives
DHHS Administration

13. Division of Social Services

14. Division of Child and Family Well-Being

15. Office of the Secretary

16. Eligibility Systems — Operations and
Maintenance

17. NC FAST Implementation

18. Division of Social Services — Workforce
Innovation & Opportunity Act (WIOA)

19. Division of Social Services TANF Modernization
Transfers to Other Block Grants
Division of Child Development and Early Education

20. Transfer to the Child Care and
Development Fund

Division of Social Services

21. Transfer to Social Services Block
Grant for Child Protective Services —
Training

22. Transfer to Social Services Block
Grant for Child Protective Services

23. Transfer to Social Services Block
Grant for County Departments of
Social Services for Children's Services

24. Transfer to Social Services Block
Grant — Foster Care Services

25. Transfer to Social Services Block
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62,413,694

68,300,000

3,538,541

2,478,284
3,976

34,042

431,733

428,239

93,216

1,667,571

21,773,001

285,612

5,040,000

13,166,244

3,422,219

1,582,000

62,413,694

68,300,000

3,538,541

2,478,284
3,976

34,042

431,733

428,239

93,216

1,667,571

21,773,001

285,612

5,040,000

13,166,244

3,422,219

1,582,000
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Grant — Child Advocacy Centers

TOTAL TEMPORARY ASSISTANCE FOR
NEEDY FAMILIES (TANF) FUNDS

$314,186,416

TEMPORARY ASSISTANCE FOR NEEDY FAMILIES (TANF)
EMERGENCY CONTINGENCY FUNDS

Local Program Expenditures

Division of Child Development and Early Education

01.

Subsidized Child Care

TOTAL TEMPORARY ASSISTANCE FOR
NEEDY FAMILIES (TANF) EMERGENCY
CONTINGENCY FUNDS

SOCIAL SERVICES BLOCK GRANT

Local Program Expenditures

Divisions of Social Services and Aging

01.

02.

03.

04.

05.
06.
07.

08.

09.

10.

11.

S257-CSNExfap-3 [v.7]

County Departments of Social Services

County Departments of Social Services
(Transfer From TANF)

EBCI Tribal Public Health and Human Services

Child Protective Services
(Transfer From TANF)

State In-Home Services Fund

Adult Protective Services

State Adult Day Care Fund

Child Protective Services/CPS
Investigative Services — Child Medical
Evaluation Program

Special Children Adoption Incentive Fund
Child Protective Services — Child

Welfare Training for Counties

(Transfer From TANF)

Home and Community Care Block

Senate Bill 257

$34,337,395

$34,337,395

$19,837,388

13,166,244

244,740

5,040,000
1,943,950
3,864,547

1,994,084

901,868

462,600

285,612

$314,186,416

$34,337,395

$34,337,395

$19,837,388

13,166,244

244,740

5,040,000
1,943,950
2,138,404

1,994,084

901,868

462,600

285,612
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Grant (HCCBG)

12. Child Advocacy Centers
(Transfer From TANF)

13. Guardianship — Division of Social Services

14. Foster Care Services
(Transfer From TANF)

14A. Big Brothers Big Sisters of the Triangle, Inc.

2,696,888

1,582,000

1,802,671

3,422,219

350,000

2,696,888

1,582,000

1,802,671

3,422,219

350,000

Division of Mental Health, Developmental Disabilities, and Substance Use Services

15. Mental Health Services — Adult and
Child/Developmental Disabilities Program/
Substance Use Services — Adult

15A. Autism Society of North Carolina, Inc.

15B. The Arc of North Carolina, Inc.

15C. Easterseals UCP North Carolina & Virginia, Inc.

DHHS Program Expenditures

Division of Services for the Blind

16. Independent Living Program & Program
Oversight

Division of Health Service Regulation
17. Adult Care Licensure Program

18. Mental Health Licensure and
Certification Program

Division of Aging
19. Guardianship
DHHS Administration
20. Division of Aging
21. Division of Social Services
22. Office of the Secretary/Controller's Office
23. Legislative Increases/Fringe Benefits
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4,149,595
2,541,392
271,074

1,612,059

4,237,849

891,520

266,158

3,825,443

188,787
1,724,551
673,990

293,655

4,149,595
2,541,392
271,074

1,612,059

4,237,849

891,520

266,158

3,825,443

188,787
1,724,551
673,990

587,310
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24. Division of Child Development and

Early Education 13,878
25. Division of Mental Health, Developmental
Disabilities, and Substance Use Services 29,966
26. Division of Health Service Regulation 592,882
TOTAL SOCIAL SERVICES BLOCK GRANT $78,907,610
LOW-INCOME ENERGY ASSISTANCE BLOCK GRANT
Local Program Expenditures
Division of Social Services
01. Low-Income Energy Assistance
Program (LIEAP) $56,369,281
02. Crisis Intervention Program (CIP) 44,804,354
Local Administration
Division of Social Services
03. County DSS Administration 8,037,889
DHHS Administration
Division of Social Services
04. Administration 10,000
05. Energy Portal (FIS Transaction Fees) 25,000
Division of Central Management and Support
06. Office of the Secretary/Division of Information Resource
Management (DIRM) (Accountable Results for
Community Action (AR4CA) Replacement System) 166,750
07. Office of the Secretary/DIRM 278,954
08. Office of the Secretary/Controller's Office 18,378
09. NC FAST Development 627,869
10. NC FAST Operations and Maintenance 1,330,323

Transfers to Other State Agencies

S257-CSNExfap-3 [v.7] Senate Bill 257

13,878

29,966
592,882

$77,475,122

$56,369,281

44,804,354

8,037,889

10,000

25,000

166,750
278,954

18,378
627,869

1,330,323
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Department of Environmental Quality
11. Weatherization Program

12. Heating Air Repair and Replacement
Program (HARRP)

13. Local Residential Energy Efficiency Service
Providers — Weatherization

14. Local Residential Energy Efficiency Service
Providers — HARRP

15. DEQ — Weatherization Administration

16. DEQ — HARRP Administration
Department of Administration

17. N.C. Commission on Indian Affairs

TOTAL LOW-INCOME ENERGY
ASSISTANCE BLOCK GRANT

10,356,943

5,898,508

574,945

319,414

628,180

393,944

87,736

$129,928,468

CHILD CARE AND DEVELOPMENT FUND BLOCK GRANT

Local Program Expenditures

Division of Child Development and Early Education
01. Child Care Services
02. Smart Start Subsidy

03. Transfer from TANF Block Grant
for Child Care Subsidies

04. Quality and Availability Initiatives
(TEACH Program $3,800,000;
Family Child Care Home Direct Support
Pilot Program $3,000,000)
DHHS Administration
Division of Child Development and Early Education

05. DCDEE Administrative Expenses

06. Indirect Cost
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$332,089,929

7,392,654

21,773,001

77,480,526

9,710,886

7,346

10,356,943

5,898,508

574,945

319,414

628,180

393,944

87,736

$129,928,468

$332,089,929

7,392,654

21,773,001

67,780,527

9,710,886

7,346
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Division of Social Services
07. Direct Deposit for Child Care Payments 5,000 5,000

08. Local Subsidized Child Care
Services Support 18,780,355 18,780,355

Division of Central Management and Support

09. NC FAST Operations and Maintenance 1,450,316 1,450,316
10. DHHS Central Administration — DIRM

Technical Services 1,029,762 1,029,762
11. DHHS Central Administration 118,000 118,000

Division of Child and Family Well-Being
12. Child Care Health Consultation Contracts 62,205 62,205

TOTAL CHILD CARE AND DEVELOPMENT
FUND BLOCK GRANT $469,899,980 $469,199,981

COMMUNITY MENTAL HEALTH SERVICES BLOCK GRANT

Local Program Expenditures
01. Mental Health Services — Child $2,477,666 $2,477,666
02. Mental Health Services — Adult/Child 19,443,833 19,443,833

03. Mental Health Services — First
Psychotic Symptom Treatment 4,208,378 4,208,378

04. Child Behavioral Health (Division of Child
and Family Well-Being) 5,246,350 5,246,350

DHHS Administration
Division of Child and Family Well-Being
05. Administration 140,000 140,000

Division of Mental Health, Developmental Disabilities, and Substance Use Services

06. Crisis Services 2,377,047 2,377,047
07. Administration 332,351 332,351
08. Adult/Child Mental Health Services 350,150 350,150
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Division of Public Health
09. NC Detect — Behavioral Health ER 35,000 35,000

TOTAL COMMUNITY MENTAL HEALTH SERVICES
BLOCK GRANT $34,610,775 $34,610,775

SUBSTANCE USE PREVENTION, TREATMENT, AND RECOVERY SERVICES
BLOCK GRANT

Local Program Expenditures
Division of Mental Health, Developmental Disabilities, and Substance Use Services
01. Substance Abuse — IV Drug $2,000,000 $2,000,000
02. Substance Abuse Prevention 13,351,864 13,351,864
03. Substance Use Services — Treatment for
Children/Adults
(Healing Transitions, Inc. $200,000;
Triangle Residential Options for Substance
Abusers, Inc., (TROSA) $3,225,000;
First Step Farm of WNC, Inc. $100,000;
Addiction Recovery Care Association, Inc.,
(ARCA) $2,000,000) 40,038,949 40,038,949
DHHS Program Expenditures
Division of Mental Health, Developmental Disabilities, and Substance Use Services

04. Crisis Solutions Initiatives — Collegiate
Wellness/Addiction Recovery 1,545,205 1,545,205

05. Veterans Initiatives 250,000 250,000
DHHS Administration
Division of Mental Health, Developmental Disabilities, and Substance Use Services
07. Administration 2,297,852 2,297,852
08. Controlled Substance Reporting System 675,000 675,000

TOTAL SUBSTANCE USE PREVENTION, TREATMENT, AND RECOVERY
SERVICES BLOCK GRANT $60,158,870 $60,158,870

MATERNAL AND CHILD HEALTH BLOCK GRANT

Local Program Expenditures
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Division of Child and Family Well-Being

01. Children's Health Services
(Prevent Blindness $575,000;
Nurse-Family Partnership $1,102,308)

Division of Public Health

02. Women's and Children's Health Services
(March of Dimes $350,000; Sickle Cell
Centers $100,000; Teen Pregnancy Prevention
Initiatives $650,000; Perinatal & Neonatal Outreach
Coordinator Contracts $440,000; Mountain Area
Pregnancy Services $50,000)

03. Oral Health

04. Evidence-Based Programs in Counties
With the Highest Infant Mortality Rates

DHHS Program Expenditures
05. Children's Health Services
06. Women's Health — Maternal Health

07. Women's and Children's Health — Perinatal
Strategic Plan Support Position

08. State Center for Health Statistics

09. Health Promotion — Injury and
Violence Prevention

DHHS Administration
10. Division of Public Health Administration

11. Division of Child and Family Well-Being
Administration

TOTAL MATERNAL AND CHILD
HEALTH BLOCK GRANT

PREVENTIVE HEALTH AND HEALTH SERVICES BLOCK GRANT

Local Program Expenditures
01. Physical Activity and Prevention
DHHS Program Expenditures

S257-CSNExfap-3 [v.7] Senate Bill 257

$11,646,618

5,453,930

58,413

1,727,307

1,287,619

489,568

81,112

158,583

87,271

340,646

211,925

$21,542,992

$3,081,442

$11,646,618

5,453,930

58,413

1,727,307

1,287,619

489,568

81,112

158,583

87,271

340,646

211,925

$21,542,992

$3,081,442

Page 233



O©ooO~NOoO ol WwWN -

General Assembly Of North Carolina Session 2025

Division of Public Health

02. HIV/STD Prevention and

Community Planning 135,063 135,063
03. Oral Health Preventive Services 150,000 150,000
04. Injury and Violence Prevention

(Services to Rape Victims — Set-Aside) 217,935 217,935
05. Performance Improvement and

Accountability 1,384,421 1,199,557
06. State Center for Health Statistics 48,000 48,000

DHHS Administration

Division of Public Health

07. Division of Public Health 65,000 65,000

TOTAL PREVENTIVE HEALTH AND HEALTH
SERVICES BLOCK GRANT $5,081,861 $4,896,997

COMMUNITY SERVICES BLOCK GRANT

01. Community Action Agencies $22,370,334 $21,483,238
02. Limited Purpose Agencies/Discretionary Funding 457,553 504,718
03. Office of Economic Opportunity 1,070,001 1,024,351

04. Office of the Secretary/DIRM (Accountable Results for
Community Action (AR4CA) Replacement System) 394,964 414,713

05. Office of Economic Opportunity — Workforce
Investment Opportunities Act (WIOA) 60,000 60,000

TOTAL COMMUNITY SERVICES
BLOCK GRANT $24,400,017 $23,487,020

GENERAL PROVISIONS

SECTION 9M.1.(b) Information to be Included in Block Grant Plans. — The
Department of Health and Human Services shall submit a separate plan for each Block Grant
received and administered by the Department, and each plan shall include the following:

1)

(2)
(3)

Page 234

A delineation of the proposed allocations by program or activity, including
State and federal match requirements.

A delineation of the proposed State and local administrative expenditures.
An identification of all new positions to be established through the Block
Grant, including permanent, temporary, and time-limited positions.
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4) A comparison of the proposed allocations by program or activity with two
prior years' program and activity budgets and two prior years' actual program
or activity expenditures.

(5) A projection of current year expenditures by program or activity.

(6) A projection of federal Block Grant funds available, including unspent federal
funds from the current and prior fiscal years.

@) The required amount of maintenance of effort and the amount of funds
qualifying for maintenance of effort in the previous year delineated by
program or activity.

SECTION 9M.1.(c) Changes in Federal Fund Availability. — If the Congress of the

United States increases the federal fund availability for any of the Block Grants or contingency
funds and other grants related to existing Block Grants administered by the Department of Health
and Human Services from the amounts appropriated in this act, the Department shall allocate the
increase proportionally across the program and activity appropriations identified for that Block
Grant in this section. In allocating an increase in federal fund availability, the Office of State
Budget and Management shall not approve funding for new programs or activities not
appropriated in this act.

If the Congress of the United States decreases the federal fund availability for any of
the Block Grants or contingency funds and other grants related to existing Block Grants
administered by the Department of Health and Human Services from the amounts appropriated
in this act, the Department shall develop a plan to adjust the Block Grants based on reduced
federal funding.

Notwithstanding the provisions of this subsection, for fiscal years 2025-2026 and
2026-2027, increases in the federal fund availability for the Temporary Assistance to Needy
Families (TANF) Block Grant shall be used only for the North Carolina Child Care Subsidy
program to pay for child care and shall not be used to supplant State funds.

Prior to allocating the change in federal fund availability, the proposed allocation
must be approved by the Office of State Budget and Management. If the Department adjusts the
allocation of any Block Grant due to changes in federal fund availability, then a report shall be
made to the Joint Legislative Oversight Committee on Health and Human Services and the Fiscal
Research Division.

SECTION 9M.1.(d) Except as otherwise provided, appropriations from federal
Block Grant funds are made for each year of the fiscal biennium ending June 30, 2027, according
to the schedule enacted for State fiscal years 2025-2026 and 2026-2027, or until a new schedule
is enacted by the General Assembly.

SECTION 9M.1.(e) Except as otherwise provided in subsection (el) of this section,
all changes to the budgeted allocations to the Block Grants or contingency funds and other grants
related to existing Block Grants administered by the Department of Health and Human Services
that are not specifically addressed in this section shall be approved by the Office of State Budget
and Management. The Office of State Budget and Management shall not approve funding for
new programs or activities not appropriated in this section. Additionally, if budgeted allocations
are decreased, the Office of State Budget and Management shall not approve any reduction of
funds designated for subrecipients in subsection (a) of this section under (i) Item 03 of the
Substance Use Prevention, Treatment, and Recovery Services Block Grant or (ii) Item 01 or 02
of the Maternal and Child Health Block Grant. The Office of State Budget and Management shall
consult with the Joint Legislative Oversight Committee on Health and Human Services for
review prior to implementing any changes. In consulting, the report shall include an itemized
listing of affected programs, including associated changes in budgeted allocations. All changes
to the budgeted allocations to the Block Grants shall be reported immediately to the Joint
Legislative Oversight Committee on Health and Human Services and the Fiscal Research
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Division. This subsection does not apply to Block Grant changes caused by legislative salary
increases and benefit adjustments.

SECTION 9M.1.(el) The Department of Health and Human Services shall have the
authority to realign appropriated funds under subsection (a) of this section for Item 01 or 02 in
the Maternal and Child Health Block Grant to maintain federal compliance and programmatic
alignment, so long as the realignment does not result in a reduction of funds designated for
subrecipients under subsection (a) of this section. The Department of Health and Human Services
is authorized to realign appropriated funds between the Maternal and Child Health Block Grant
categories as provided in this subsection without prior consultation with the Joint Legislative
Oversight Committee on Health and Human Services or without exceeding the total amount
appropriated for the items.

SECTION 9M.1.(f) Except as otherwise provided, the Department of Health and
Human Services shall have flexibility to transfer funding between the Temporary Assistance for
Needy Families (TANF) Block Grant and the TANF Emergency Contingency Funds Block Grant
so long as the total allocation for the line items within those Block Grants remains the same.

TEMPORARY ASSISTANCE FOR NEEDY FAMILIES (TANF) FUNDS

SECTION 9M.1.(g) The sum of eighty million ninety-three thousand five hundred
sixty-six dollars ($80,093,566) for each year of the 2025-2027 fiscal biennium appropriated in
this act in TANF funds to the Department of Health and Human Services, Division of Social
Services, shall be used for Work First County Block Grants. The Division shall certify these
funds in the appropriate State-level services based on prior year actual expenditures. The Division
has the authority to realign the authorized budget for these funds among the State-level services
based on current year actual expenditures. The Division shall also have the authority to realign
appropriated funds from Work First Family Assistance for electing counties to the Work First
County Block Grant for electing counties based on current year expenditures so long as the
electing counties meet Maintenance of Effort requirements.

SECTION 9M.1.(h) The sum of thirteen million two hundred nineteen thousand six
hundred nineteen dollars ($13,219,619) for each year of the 2025-2027 fiscal biennium
appropriated in this act to the Department of Health and Human Services, Division of Social
Services, in TANF funds for child welfare improvements shall be allocated to the county
departments of social services for hiring or contracting staff to investigate and provide services
in Child Protective Services cases; to provide foster care and support services; to recruit, train,
license, and support prospective foster and adoptive families; and to provide interstate and
post-adoption services for eligible families.

Counties shall maintain their level of expenditures in local funds for Child Protective
Services workers. Of the Block Grant funds appropriated for Child Protective Services workers,
the total expenditures from State and local funds for fiscal years 2025-2026 and 2026-2027 shall
not be less than the total expended from State and local funds for the 2012-2013 fiscal year.

SECTION 9M.1.(i) The sum of four million one thousand six hundred seventy-six
dollars ($4,001,676) for each year of the 2025-2027 fiscal biennium appropriated in this act in
TANF funds to the Department of Health and Human Services, Special Children Adoption Fund,
shall be used in accordance with G.S. 108A-50.2. The Division of Social Services, in consultation
with the North Carolina Association of County Directors of Social Services and representatives
of licensed private adoption agencies, shall develop guidelines for the awarding of funds to
licensed public and private adoption agencies upon the adoption of children described in
G.S. 108A-50 and in foster care. Payments received from the Special Children Adoption Fund
by participating agencies shall be used exclusively to enhance the adoption services program. No
local match shall be required as a condition for receipt of these funds.

SECTION 9M.1.(j) The sum of one million four hundred thousand dollars
(%$1,400,000) appropriated in this act in TANF funds to the Department of Health and Human
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Services, Division of Social Services, for each fiscal year of the 2025-2027 fiscal biennium shall
be used for child welfare initiatives to (i) enhance the skills of social workers to improve the
outcomes for families and children involved in child welfare and (ii) enhance the provision of
services to families in their homes in the least restrictive setting.

SECTION 9M.1.(k) Of the three million five hundred thirty-eight thousand five
hundred forty-one dollars ($3,538,541) allocated in this section in TANF funds to the Department
of Health and Human Services, Division of Public Health, for each year of the 2025-2027 fiscal
biennium for teen pregnancy prevention initiatives, the sum of five hundred thousand dollars
($500,000) in each year of the 2025-2027 fiscal biennium shall be used to provide services for
youth in foster care or the juvenile justice system.

SOCIAL SERVICES BLOCK GRANT

SECTION 9M.1.(I) The sum of nineteen million eight hundred thirty-seven
thousand three hundred eighty-eight dollars ($19,837,388) for each year of the 2025-2027 fiscal
biennium appropriated in this act in the Social Services Block Grant to the Department of Health
and Human Services, Division of Social Services, and the sum of thirteen million one hundred
sixty-six thousand two hundred forty-four dollars ($13,166,244) for each year of the 2025-2027
fiscal biennium transferred from funds appropriated in the TANF Block Grant shall be used for
county Block Grants. The Division shall certify these funds in the appropriate State-level services
based on prior year actual expenditures. The Division has the authority to realign the authorized
budget for these funds, as well as State Social Services Block Grant funds, among the State-level
services based on current year actual expenditures.

SECTION 9M.1.(m) The sum of two hundred eighty-five thousand six hundred
twelve dollars ($285,612) appropriated in this act in the Social Services Block Grant to the
Department of Health and Human Services, Division of Social Services, for each fiscal year of
the 2025-2027 fiscal biennium shall be used to support various child welfare training projects as
follows:

1) Provide a regional training center in southeastern North Carolina.

(2 Provide training for residential child caring facilities.

3) Provide for various other child welfare training initiatives.

SECTION 9M.1.(n) The Department of Health and Human Services is authorized,
subject to the approval of the Office of State Budget and Management, to transfer Social Services
Block Grant funding allocated for departmental administration between divisions that have
received administrative allocations from the Social Services Block Grant.

SECTION 9M.1.(0) Social Services Block Grant funds appropriated for the Special
Children Adoption Incentive Fund shall require a fifty percent (50%) local match.

SECTION 9M.1.(p) The sum of five million forty thousand dollars ($5,040,000)
appropriated in this act in the Social Services Block Grant for each fiscal year of the 2025-2027
fiscal biennium transferred from funds appropriated in the TANF Block Grant shall be allocated
to the Department of Health and Human Services, Division of Social Services. The Division shall
allocate these funds to local departments of social services to replace the loss of Child Protective
Services State funds that are currently used by county governments to pay for Child Protective
Services staff at the local level. These funds shall be used to maintain the number of Child
Protective Services workers throughout the State. These Social Services Block Grant funds shall
be used to pay for salaries and related expenses only and are exempt from 10A NCAC 71R
.0201(3) requiring a local match of twenty-five percent (25%).

SECTION 9M.1.(g) The sum of one million five hundred eighty-two thousand
dollars ($1,582,000) appropriated in this act in the Social Services Block Grant for each fiscal
year of the 2025-2027 fiscal biennium to the Department of Health and Human Services, Division
of Social Services, shall be used to continue support for the Child Advocacy Centers. These funds
are exempt from the provisions of 10A NCAC 71R .0201(3).
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SECTION 9M.1.(r) The sum of three million eight hundred twenty-five thousand
four hundred forty-three dollars ($3,825,443) for each fiscal year of the 2025-2027 fiscal
biennium appropriated in this act in the Social Services Block Grant to the Department of Health
and Human Services, Division of Aging, shall be used for guardianship services pursuant to
Chapter 35A of the General Statutes. The Department may expend funds allocated in this section
to support existing corporate guardianship contracts during the 2025-2026 and 2026-2027 fiscal
years.

SECTION 9M.1.(s) Of the three million eight hundred sixty-four thousand five
hundred forty-seven dollars ($3,864,547) appropriated in this act in the Social Services Block
Grant for the 2025-2026 fiscal year and the two million one hundred thirty-eight thousand four
hundred four dollars ($2,138,404) for the 2026-2027 fiscal year to the Division of Aging for
Adult Protective Services, the sum of eight hundred ninety-three thousand forty-one dollars
($893,041) for each year of the 2025-2027 fiscal biennium shall be used to increase the number
of Adult Protective Services workers where these funds can be the most effective. These funds
shall be used to pay for salaries and related expenses and shall not be used to supplant any other
source of funding for staff. These funds are also exempt from 10A NCAC 71R .0201(3) requiring
a local match of twenty-five percent (25%).

SECTION 9M.1.(s1) The following amounts appropriated in this act in the Social
Services Block Grant for each fiscal year of the 2025-2027 fiscal biennium to the Department of
Health and Human Services, Division of Social Services or Division of Mental Health,
Developmental Disabilities, and Substance Use Services, for the nonprofit organizations
described in this subsection shall be exempt from the provisions of 10A NCAC 71R .0201(3):

(1)  The sum of three hundred fifty thousand dollars ($350,000) for each fiscal
year of the 2025-2027 fiscal biennium for Big Brothers Big Sisters of the
Triangle, Inc.

(2)  The sum of two million five hundred forty-one thousand three hundred
ninety-two dollars ($2,541,392) for each fiscal year of the 2025-2027 fiscal
biennium for Autism Society of North Carolina, Inc.

3) The sum of two hundred seventy-one thousand seventy-four dollars
($271,074) for each fiscal year of the 2025-2027 fiscal biennium for The Arc
of North Carolina, Inc.

4) The sum of one million six hundred twelve thousand fifty-nine dollars
($1,612,059) for each fiscal year of the 2025-2027 fiscal biennium for
Easterseals UCP of North Carolina & Virginia, Inc.

LOW-INCOME ENERGY ASSISTANCE BLOCK GRANT

SECTION 9M.1.(t) The Division of Social Services shall have the authority to
realign appropriated funds between the State-level services Low-Income Energy Assistance
Payments and Crisis Assistance Payments without prior consultation with the Joint Legislative
Oversight Committee on Health and Human Services to ensure needs are effectively met without
exceeding the total amount appropriated for these State-level service items. Additional
emergency contingency funds received may be allocated for Energy Assistance Payments or
Crisis Intervention Payments without prior consultation with the Joint Legislative Oversight
Committee on Health and Human Services. Additional funds received shall be reported to the
Joint Legislative Oversight Committee on Health and Human Services and the Fiscal Research
Division upon notification of the award. The Department of Health and Human Services shall
not allocate funds for any activities, including increasing administration, other than assistance
payments, without prior consultation with the Joint Legislative Oversight Committee on Health
and Human Services.

SECTION 9M.1.(u) The sum of fifty-six million three hundred sixty-nine thousand
two hundred eighty-one dollars ($56,369,281) for each year of the 2025-2027 fiscal biennium
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appropriated in this act in the Low-Income Energy Assistance Block Grant to the Department of
Health and Human Services, Division of Social Services, shall be used for Energy Assistance
Payments for the households of (i) elderly persons age 60 and above with income up to one
hundred fifty percent (150%) of the federal poverty level and (ii) disabled persons eligible for
services funded through the Division of Aging.

County departments of social services shall submit to the Division of Social Services
an outreach plan for targeting households with 60-year-old household members no later than
August 1 of each year. The outreach plan shall comply with the following:

1) Ensure that eligible households are made aware of the available assistance,
with particular attention paid to the elderly population age 60 and above and
disabled persons receiving services through the Division of Aging.

2 Include efforts by the county department of social services to contact other
State and local governmental entities and community-based organizations to
(1) offer the opportunity to provide outreach and (ii) receive applications for
energy assistance.

3) Be approved by the local board of social services or human services board
prior to submission.

CHILD CARE AND DEVELOPMENT FUND BLOCK GRANT

SECTION 9M.1.(v) Payment for subsidized child care services provided with
federal TANF funds shall comply with all regulations and policies issued by the Division of Child
Development and Early Education for the subsidized child care program.

SECTION 9M.1.(w) If funds appropriated through the Child Care and Development
Fund Block Grant for any program cannot be obligated or spent in that program within the
obligation or liquidation periods allowed by the federal grants, the Department may move funds
to child care subsidies, unless otherwise prohibited by federal requirements of the grant, in order
to use the federal funds fully.

COMMUNITY MENTAL HEALTH SERVICES BLOCK GRANT

SECTION 9M.1.(x) The sum of four million two hundred eight thousand three
hundred seventy-eight dollars ($4,208,378) for each year of the 2025-2027 fiscal biennium
appropriated in this act in the Community Mental Health Services Block Grant to the Department
of Health and Human Services, Division of Mental Health, Developmental Disabilities, and
Substance Use Services, is to be used for Mental Health Services — First Psychotic Symptom
Treatment.

MATERNAL AND CHILD HEALTH BLOCK GRANT

SECTION 9M.1.(y) If federal funds are received under the Maternal and Child
Health Block Grant for abstinence education, pursuant to section 912 of Public Law 104-193 (42
U.S.C. § 710), for the 2025-2026 fiscal year or the 2026-2027 fiscal year, then those funds shall
be transferred to the State Board of Education to be administered by the Department of Public
Instruction. The Department of Public Instruction shall use the funds to establish an abstinence
until marriage education program consistent with G.S. 115C-81.30. The Department of Public
Instruction shall carefully and strictly follow federal guidelines in implementing and
administering the abstinence education grant funds.

SECTION 9M.1.(z) The sum of one million seven hundred twenty-seven thousand
three hundred seven dollars ($1,727,307) appropriated in this act in the Maternal and Child
Health Block Grant to the Department of Health and Human Services, Division of Public Health,
for each year of the 2025-2027 fiscal biennium shall be used for evidence-based programs in
counties with the highest infant mortality rates. The Division shall report on (i) the counties
selected to receive the allocation, (ii) the specific evidence-based services provided, (iii) the
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number of women served, and (iv) any impact on the counties' infant mortality rate. The Division
shall report its findings to the House of Representatives Appropriations Committee on Health
and Human Services, the Senate Appropriations Committee on Health and Human Services, and
the Fiscal Research Division no later than December 31 of each year.

SECTION 9M.1.(aa) The sum of eighty-one thousand one hundred twelve dollars
($81,112) allocated in this section in the Maternal and Child Health Block Grant to the
Department of Health and Human Services, Division of Public Health, Women and Children's
Health Section, for each fiscal year of the 2025-2027 fiscal biennium shall not be used to supplant
existing State or federal funds. This allocation shall be used for a Public Health Program
Consultant position assigned full-time to manage the North Carolina Perinatal Health Strategic
Plan and provide staff support for the stakeholder work group.

SECTION 9M.1.(bb) At least ninety percent (90%) of the funds allocated for
Mountain Area Pregnancy Services, a nonprofit organization, in the Maternal and Child Health
Block Grant for each year of the 2025-2027 fiscal biennium shall be used for direct services.

SECTION 9M.1.(cc) Notwithstanding any provision of law to the contrary, the
Department of Health and Human Services, Division of Public Health, shall have the authority
to realign appropriated funds between the Maternal and Child Health Block Grant categories to
maintain federal compliance and programmatic alignment without exceeding the total amount
appropriated for the Maternal and Child Health Block Grant.

USE OF CHILD CARE AND DEVELOPMENT BLOCK GRANT FUNDS/FAMILY
CHILD CARE HOME DIRECT SUPPORT PILOT

SECTION 9M.2.(a) Of the funds appropriated in this act from the federal Child Care
and Development Block Grant under Section 9M.1 of this act to the Department of Health and
Human Services, Division of Child Development and Early Education, for quality and
availability initiatives, the sum of three million dollars ($3,000,000) for each year of the
2025-2027 fiscal biennium shall be allocated in equal amounts to the councils of governments in
Alamance, Harnett, and Johnston Counties to establish a two-year pilot program coordinated by
those councils of governments to build child care capacity in those counties. Each designated
council of governments shall issue a request for application (RFA) for a vendor to contract with
the respective council of governments to administer the pilot program, and each vendor selected
shall have experience providing support and assistance to early child care providers. To receive
funds, the vendor shall partner with the councils of governments in the respective county to (i)
increase the supply of child care programs by recruiting and coaching prospective child care
providers through the initial business planning and implementation process and (ii) ensure
sustainability by executing a two-year mentorship program for the new child care programs
created pursuant to this section.

SECTION 9M.2.(b) The councils of governments participating in the pilot program
may use (i) a portion of these funds for additional solutions provided by the vendor within the
early childhood education space to meet localized needs and in support of recovery,
rehabilitation, and ongoing needs of their member communities and (ii) up to five percent (5%)
of the funds allocated to the respective councils of governments under this act for administrative
costs.

SECTION 9M.2.(c) The councils of governments participating in the pilot program
shall select a vendor that has all of the following qualifications:

1) Experience and active or successful contracts to establish new family child

care homes in at least three other states.

(2)  Technology to operate a substitute teacher pool that matches teachers with

providers and facilitates payments and quality control, and experience in
creating an active substitute teacher pool in one state.
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3)
(4)

(5)

Experience successfully establishing family child care homes in rural
communities and addressing child care access in underserved areas.
Technology that (i) allows for the recruitment of child care providers via
microsites, (ii) allows the onboarding of child care providers via a licensing
checkilist, (iii) allows coaches to interface with and communicate with child
care providers, (iv) supports child care providers with enrollments via a
website and enrollment marketplace, (v) supports the recruitment of teachers
for the programs, (vi) provides billing for the programs, (vii) provides ongoing
business coaching, and (viii) allows all such technology to be connected and
communicate seamlessly.

Demonstrated successful experience establishing new family child care homes
at scale on time lines of six months or less.

SECTION 9M.2.(d) Each vendor selected to participate in the pilot program shall
do each of the following:

1)
)

(3)
(4)
()
(6)
(")
(8)

9)

(10)

Perform a child care needs analysis to determine where child care providers
and substitute teachers are needed.

Recruit new potential child care providers and substitutes and plan, staff, and
execute in-person and virtual recruitment events for new child care providers
in areas of need.

Implement technology that meets the requirements of subdivision (c)(4) of
this section.

Implement technology to operate a substitute teacher pool that matches
teachers with providers and facilitates payments and quality control.

Develop informational materials that assist in-home family child care
providers with marketing, advertising, and parental outreach.

Create child care slots and implement a substitute teacher pool available to
child care providers in the councils of governments' respective counties.
Craft an implementation strategy to meet community and workforce needs,
including establishing child care for nontraditional hours and days, as needed.
Provide a dashboard that allows for government leaders to track vendor
progress and get feedback from child care providers along with real-time
reporting.

Provide support and resources and offer in-home family child care providers
coaching and training that includes in-person group training sessions, on-site
coaching visits, community forums, and events for a minimum of two years.
Report all necessary information as required by this section.

SECTION 9M.2.(e) The councils of governments participating in the pilot program
shall submit an initial progress report by March 1, 2026, and additional progress reports every
six months thereafter for the duration of the pilot program to the Joint Legislative Oversight
Committee on Health and Human Services, the Fiscal Research Division, and the Division of
Child Development and Early Education. The reports shall include, at a minimum, the following:

(1)
(2)

(3)
(4)

The number of child care programs created through the pilot program, by
county.

The number of child care programs created that are child care centers and the
number that are family child care homes.

The number of new child care slots created by the pilot program.

The costs associated with creating the child care programs, including any
administrative costs.

PART X. AGRICULTURE AND CONSUMER SERVICES
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ADDITIONAL 2024 AGRICULTURAL DISASTER CROP LOSS PROGRAM FUNDING

SECTION 10.1.(a) Of the funds appropriated from the Stabilization and Inflation
Reserve in this act, the nonrecurring sum of two hundred fifty million dollars ($250,000,000) for
the 2025-2026 fiscal year shall be allocated to the Department of Agriculture and Consumer
Services (Department) for the Agricultural Disaster Crop Loss Program (Program), established
in Section 2D.2(a) of S.L. 2025-2, for verifiable losses from an agricultural disaster in 2024,
excluding Hurricane Helene.

SECTION 10.1.(b) Funds allocated to the Program under this section shall be subject
to all requirements of Section 2D.2 of S.L. 2025-2. The Department shall include these funds in
the reporting requirements set forth in Section 2D.2(i) of S.L. 2025-2. Section 2D.2(h) of S.L.
2025-2 does not apply to these funds.

SECTION 10.1.(c) Funds allocated to the Program under this section that are not
expended or encumbered on the date the Program expires shall revert to the General Fund.

CONTINUATION OF AGRICULTURE MANUFACTURING AND PROCESSING
INITIATIVE

SECTION 10.2.(a) Findings and Purpose. — The General Assembly finds that the
lack of capacity for value-added processing of agricultural commodities near the farms where
those commaodities are produced in the State creates competitive disadvantages to North Carolina
farmers by imposing increased transportation costs to remote commaodity processing facilities
and presenting economic barriers to farmers who wish to participate in the market for higher
profit margin processed food products. The General Assembly further finds that grants to increase
agricultural processing opportunities in the State will create jobs and increase local property tax
bases in this State, will benefit agricultural and farming operations in the State with decreased
costs and increased profit options, and are consistent with promoting agricultural operations, a
vital sector of the State's economy. The purpose of this section is to fund and promote the
establishment of value-adding agricultural manufacturing and food processing facilities across
the State to fill existing gaps in the processing of agricultural products and to create a diverse and
economically competitive array of high value-added goods and products manufactured in this
State from agricultural products grown or produced in this State.

SECTION 10.2.(b) Funding. — Funds appropriated in this act to the Department of
Agriculture and Consumer Services (Department) for the North Carolina Agricultural
Manufacturing and Processing Initiative (NCAMPI) shall be used to provide grants to agriculture
manufacturing facilities for site development, infrastructure (including water, wastewater, or
transportation improvements), building construction or rehabilitation costs, or equipment. As a
part of the application, applicants must demonstrate in a manner determined by the Department
that they have applied for or otherwise sought other sources of applicable funding for the
proposed project. New facilities and expansions of existing facilities will be eligible for grants
under this subdivision. Shared-use facilities and incubators are ineligible for grants under this
subdivision. Before entering into a grant agreement, the Department must find that the total
benefits of the project to the State outweigh its anticip