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Situation: While most of the funding for the Current Operations Budget of each institution 
comes in the base budgets as approved by the General Assembly, some funds for 
expansions and improvements are appropriated to the Board of Governors for 
allocation to the institutions.  Reductions mandated by the General Assembly are also 
appropriated to the Board of Governors for allocation. These items are included in the 
2016 Appropriations Act [S.L. 2016-94 (House Bill 1030), as amended by the Technical 
Corrections Bill (House Bill 805)]. Additionally, the 2015 Appropriations Act (Senate Bill 
402 – S.L. 2015-241) included appropriations for 2016-17.   

 
 
Background: By statute, the Board is directed to allocate such funds in accordance with its Budget 

Priorities and with any specifications in the Appropriations Act and the Joint 
Conference Committee Report on the Continuation, Expansion and Capital Budgets, 
dated June 27, 2016.   

 
 
Assessment: The allocations meet all of the directives cited in the Appropriations Act of 2016 and 

the related Joint Conference Committee Report. Many of the changes were made 
directly to each institution’s continuation budget; however, items that require Board 
action are shown in the table on the following page and are also designated with an 
“A” in this document 

 
 
Action: This item requires a vote by the Committee and the full Board. 
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This document includes recommended allocations for operating and compensation funding, as well as 
additional information about the 2016 budget and related bills. A comparison of the final budget to the 
BOG budget priorities can be found in Appendix A.  
 
It is recommended that the following proposed allocations for 2016-17 be approved and that the 
President be authorized to make refinements in the interest of accuracy and completeness. It is also 
recommended that the President be authorized to seek such concurrence as may be required of the 
Director of the Budget in the allocation of Budget Priorities. 
 

A. Recommended Allocations for Items Requiring Board Approval 
Table 1 summarizes the operating and compensation allocations requiring Board of Governors approval.  
Following the table is a summary of the methodology for each allocation.  

 
Table 1: Recommended Allocations for Items Requiring Board Approval  

 

 
  

Institution

Enrollment 

Change 

Funding

Management 

Flexibility 

Reduction*

EHRA Merit-

Based 1% 

Bonus

Total 

Changes

ASU $1,818,345  ($2,576,917) $1,268,419  $509,847  

ECU 4,599,038  (5,402,422) 2,323,318  1,519,934  

ECSU (287,580) 0  151,791  (135,789) 

FSU 3,515,395  0  363,521  3,878,916  

NCA&T (148,429) (2,050,030) 807,562  (1,390,897) 

NCCU 4,372,524  (1,326,219) 676,134  3,722,439  

NCSU 1,940,873  (11,421,413) 4,167,266  (5,313,274) 

UNCA (43,218) 0  265,064  221,846  

UNC-CH (4,214,180) (9,973,895) 4,260,879  (9,927,196) 

UNCC 8,233,582  (3,767,506) 1,688,742  6,154,818  

UNCG 3,755,290  (2,705,608) 1,243,941  2,293,623  

UNCP 398,727  (943,773) 355,145  (189,901) 

UNCW 8,261,105  (2,259,646) 1,023,577  7,025,036  

UNCSA 627,979  0  191,332  819,311  

WCU (1,435,600) (1,238,866) 670,754  (2,003,712) 

WSSU (668,302) (825,494) 468,735  (1,025,061) 

NCSSM 274,451  0  105,473  379,924  

UNC-GA (423,062) 128,761  (294,301) 

Total 31,000,000  (44,914,851) 20,160,414  6,245,563  

*ECU, NCSU, UNC-CH, and WCU may allocate the management flex cut across the 

  Health, Agricultural, and AHEC budget codes and NC Arboretum fund code within 

  the parameters outlined in S.L. 2015-241 for 2016-17.
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1. Enrollment Change Funding A 
The 2015 General Assembly appropriated $31,000,000 for enrollment funding in the UNC System for 
2016-17, which was 94% of the requested $32,972,533. The appropriation is allocated to the 
campuses proportionally based on updated enrollment growth projections. Campuses not 
requesting an appropriation were not impacted.  Systemwide, enrollment is expected to increase by 
2,943 FTE students. While in previous years, enrollment appropriations were allocated directly to 
the campuses through the continuation budget, the General Assembly made the appropriation to 
UNC-GA, Institutional Programs (BOG Reserve). Therefore, Board action is required for these 
allocations as shown in Table 1.   
 
The enrollment change request and allocations are based on the University’s student-credit-hour 
funding model, except for the components that remain on the FTE funding model. State-funded 
budgeted enrollments (SCH and FTE models) are established as shown in Table 2. 

 
Table 2: FY 2016-17 Budgeted Enrollment  

 

 
 

* FTE Model programs include: ECU Medical School, NCCU School of Law,  
  NCSU School of Veterinary Medicine, UNC-CH Schools of Dentistry, Law,  
  Medicine, and Pharmacy, UNCSA, and NCSSM. In addition, the General 
  Assembly has fully funded the Board’s request for the ECU School of  
  Dentistry. The program will include 50 students per cohort, which began  
  in 2011-12 and is now fully operational with a total of 200 students. 

  
  

Institution

Student 

Credit 

Hours

FTE 

Funding 

Model *

Appalachian State University 499,469  

East Carolina University 716,386  322  

Elizabeth City State University 39,571  

Fayetteville State University 151,598  

North Carolina A & T State University 278,027  

North Carolina Central University 189,208  565  

North Carolina State University 808,604  446  

UNC Asheville 103,783  

UNC-Chapel Hill 628,336  4,110  

UNC Charlotte 695,918  

UNC Greensboro 478,310  

UNC Pembroke 161,127  

UNC Wilmington 408,621  

UNC School of the Arts – 1,232  

Western Carolina University 266,029  

Winston-Salem State University 147,101  

NC School of Science & Mathematics – 861  

Total 5,572,088  7,536  
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2. Management Flexibility Reduction A 
The 2015 General Assembly directed an additional management flexibility recurring reduction of 
$43,593,567 to take effect in 2016-17. A nonrecurring reduction of $3 million will also be 
implemented in 2016-17.  The 2016 General Assembly also mandated an additional $16,354,396 in 
flex cuts. 
 
Section 11.4 of S.L. 2015-241 (H97) prohibited reductions to certain campuses (ECSU, FSU, UNCA, 
UNCSA, and NCSSM), outlined other parameters for allocating the reductions for the 2015-17 
biennium. 
 
Five BOG-adopted efficiency and effectiveness metrics and three additional factors were considered 
in the reduction methodology for the remaining institutions, in order for institutions increasing 
performance or exceeding peer averages to receive a lower reduction. 
 
Efficiency and Effectiveness Metrics: 

 Freshman to Sophomore Retention – Campus performance greater than public peer average  

 Graduation Rate – Six-year graduation rate greater than public peer average  

 Degree Efficiency – Bachelor’s degrees produced per 100 FTE undergraduates greater than 
public peer average  

 UNC Compliance Index – UNC Compliance score higher than UNC System average  

 E&R Spending per Degree – Education and related spending per degree less than comparable 
public peer average 

 
Other Factors: 

 No Tuition – Entities without the ability to charge tuition 

 Diseconomies of Scale – Headcount enrollment less than 6,500 students  

 Pell Grant Recipients – Greater than 1/3 of North Carolina resident undergraduate students 
receiving a Pell Grant  
 

In addition to the factors above, $7,684,140 of the reduction is allocated to campuses based on the 
amount of state funds spent on advancement activities in excess of $1 million in 2014-15. The 
reductions are shown in Table 1 on page 1. 

 
3. Compensation Bonus Reserve (merit-based) A 

Nonrecurring funds of $20,160,414 were appropriated for a 1% merit-based bonus for both EHRA 
and SHRA employees. The Board of Governors will be required to determine the criteria for 
disbursement among EHRA employees; SHRA guidelines will be governed by the NC Office of State 
Human Resources (OSHR). Section 36.1A provides more information. The distribution is shown in 
Table 1. 
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B. Additional Budget Actions Not Requiring Board Approval (for information only) 
The General Assembly mandated reductions and increased appropriations directly to several campus 
budgets, which do not require Board allocation. These are described on the following pages, for 
information only. Additionally, although funding for compensation and benefit changes was 
appropriated directly to the UNC budget, Section 36.17 directs the Office of State Budget and 
Management (OSBM) to determine the allocation of these funds. Unless otherwise noted, 
appropriations were made in the 2016 Appropriations Act [S.L. 2016-94 (HB 1030)]. 
 
1. Compensation Increase Reserve 

The General Assembly appropriated $41,966,294 in recurring funds for a 1.5% across-the-board 
salary increase for UNC employees both subject to and exempt from the State Human Resources Act 
(SHRA and EHRA). The recurring funds will impact the employee’s base salary and retirement 
contributions. Section 36.11 provides more information. 
 
The General Assembly also appropriated nonrecurring funds of $13,854,891 for a 0.5% one-time 
bonus for UNC employees both subject to and exempt from the State Human Resources Act (SHRA 
and EHRA). This bonus shall not be considered part of an employee’s annual salary or base rate of 
pay for retirement purposes. The Office of State Budget and Management (OSBM) has been 
directed to determine the allocation of these appropriated funds to each constituent institution. No 
action is required by the Board of Governors to allocate these funds.  Sections 36.16 and 36.17 of HB 
1030 provide more information. 

 
2. Retirement Funding – TSERS and ORP 

The General Assembly appropriated $3,664,607 in recurring funds in order to increase the state’s 
contribution for members of the Teachers’ and State Employees’ Retirement System (TSERS) from 
15.32% to 16.12%. Nonrecurring funds of $5,496,911 were also appropriated to provide a 1.6% one-
time cost-of-living supplement to retirees. A recurring reduction of $340,923 decreases the state’s 
contribution for members of the Optional Retirement Program (ORP) from 20.32% to 21.12% to 
match the actuarially determined contribution for the Disability Income Plan. The Office of State 
Budget and Management (OSBM) has been directed to determine the allocation of these 
appropriated funds to each constituent institution. No action is required by the Board of Governors 
to allocate these funds.  Section 36.20 provides more information. 

 
3. Reimburse Fine Assessed Against UNC-Chapel Hill for Exceeding Out-of-State Student Admission 

Limit 
Section 11.9 of the Appropriations Act mandated that UNC-GA return $500,000 of the $1,041,017 
fine assessed in March for exceeding the 18% limit on nonresident freshman enrollment for two 
consecutive years. Per the policy, these funds were forwarded to SEAA to be added to the UNC 
Need-Based Grant Financial Aid Program. In accordance with the special provision, SEAA will return 
$500,000 to UNC-Chapel Hill, Academic Affairs. 
 

4. Eliminate Enrollment Growth Performance Funding  
The General Assembly eliminated the enrollment growth performance funding that was originally 
appropriated in 2011 with a $1,000,000 recurring reduction. The funds were reduced from UNC-GA, 
Institutional Programs (BOG Reserve). 

  



 

2016-17 Operating Allocations 
 

Page 5 of 7 

 

5. UNC Teacher and Principal Preparation Program Lab School Administration 
The $1,000,000 in nonrecurring funds appropriated by the General Assembly will provide 
administrative and technical assistance related to the UNC Teacher and Principal Preparation 
Laboratory School Program. The funds shall be used to provide lab school start-up assistance to 
constituent institutions with educator preparation programs. These funds were appropriated to 
UNC-GA, Operating.   
 

6. Internships and Career-Based Opportunities for HBCU Students  
The General Assembly appropriated $183,000 in nonrecurring funds to expand the internship 
program for students attending Historically Black Colleges and Universities (HBCU). The funds were 
appropriated to UNC-GA, Institutional Programs (BOG Reserve). It is recommended that the 
President be authorized to make further allocations. 
 

7. Leveraging Technology and Learning Innovations to get Part-Way Students Home  
The General Assembly provided $2,300,000 in nonrecurring funds for leveraging technology and 
learning innovations to get part-way students home. The funds will be used for technology and 
academic support strategies in order to recruit, retain, and graduate students who have not finished 
their baccalaureate degree. These funds were appropriated to UNC-GA, Institutional Programs (BOG 
Reserve). 
 

8. Advancement Activity Limitations 
The General Assembly restored the funds of $16,354,396 due to the elimination of the cap on the 
amount of state funds used for advancement activities. S.L. 2015-268 prohibited more than $1 
million of state funds to be used toward advancement activities per campus that was to be effective 
beginning in 2016-17. A corresponding reduction of $16,354,396 was added to the management flex 
reduction. 
 

9. UNC Core 
The General Assembly converted recurring funding of $1,000,000 to nonrecurring status for UNC 
Core, a distance education program for active duty service members and veterans administered by 
the Friday Center for Continuing Education at UNC-Chapel Hill. The adjustment was made to UNC-
CH, Academic Affairs. 
 

10. North Carolina Policy Collaboratory 
Recurring funds of $1,000,000 appropriated by the legislature will provide for the newly established 
NC Policy Collaboratory at UNC-Chapel Hill. The Collaboratory will conduct and disseminate research 
related to natural resources management for state and local government. These funds were 
appropriated to UNC-Chapel Hill, Academic Affairs. In addition to this appropriation, $3,500,000 in 
nonrecurring funds is provided to OSBM to administer a new challenge grant for the Collaboratory.  
UNC-CH is required to match one-to-one the grant funds.   
 

11. Jordan Lake Study 
The General Assembly appropriated $500,000 in recurring funds for a Jordan Lake study. The Chief 
Sustainability Officer at UNC-CH will designate an entity to study nutrient management strategies. 
These funds were appropriated to UNC-Chapel Hill, Academic Affairs. 
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12. Western School of Medicine – Asheville 
The General Assembly appropriated $3,000,000 in recurring funds for the UNC School of Medicine’s 
Asheville campus, a joint program between the UNC School of Medicine and the Mountain Area 
Health Education Center. Funding will support administration, faculty, and related programs. These 
funds were appropriated to UNC-Chapel Hill, Health Affairs. 
 

13. North Carolina State University – Agriculture Institute 
Recurring funds of $200,000 appropriated by the General Assembly will provide for increased 
student support, recruitment, and marketing at NCSU’s Agriculture Institute. The funds were 
appropriated to NCSU, Academic Affairs. 
 

14. ECU Medical School Sustainability Funds 
The General Assembly converted half of the state budget sustainability funds ($4,000,000) for the 
Brody School of Medicine to recurring status. The funds are to provide support for the school due to 
lost revenue. The adjustment was made to ECU, Health Affairs. 
 

15. UNC Pembroke Video Surveillance Upgrades 
The legislature provided nonrecurring funds of $675,000 to expand and upgrade video surveillance 
systems on UNCP’s campus. These funds were appropriated to UNC Pembroke. 

 
16. Elizabeth City State University Marketing 

Nonrecurring funds of $250,000 were provided for ECSU to market the NC Promise Tuition “Buy 
Down” Program. In accordance with HB 805 (technical corrections), the funds were appropriated to 
UNC-GA, Operating Budget. 

 
17. Western School of Engineering and Technology 

The General Assembly appropriated $130,000 in recurring funds and $500,000 in nonrecurring funds 
for project management and curriculum development at the Western School of Engineering and 
Technology, which was funded in 2016 in the Connect NC Bond. An additional position, based in 
Morganton will provide construction management of the project. Additional funds will provide for 
curriculum development for the new school. These funds were appropriated to North Carolina 
School of Science and Mathematics. 

 
18. Cheatham-White Scholarships 

The General Assembly is providing $300,000 in recurring funds to administer a new scholarship 
program at North Carolina Central University and North Carolina A&T State University to be called 
the Cheatham-White Scholarships. The full scholarships will fund up to 50 students at each campus 
beginning in the Fall 2018 semester. NCCU and NCA&T will be required to match the General Fund 
appropriation. These funds were appropriated to UNC-GA, Related Educational Programs.  

 
19. Aid to Private Institutions 

The 2016 General Assembly appropriated $9,300,000 in additional recurring funds and $34,840,000 
in nonrecurring for programs for private institutions. The funds for these programs were 
appropriated directly to Aid to Private Institutions. Descriptions of these items can be found in 
Appendix C.  
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20. Intra‐Agency Transfers 
The following intra‐agency transfers do not require Board action. 

 
NCSU Energy Center 
In accordance with the Joint Conference Committee Report, nonrecurring funds of $200,000 will be 
transferred to NCSU from the Environmental Quality budget for the Energy Center. 
 
Crab Pot Cleanup 
In accordance with the Joint Conference Committee Report, nonrecurring funds of $100,000 will be 
transferred to NCSU from the Environmental Quality budget for a crab pot cleanup pilot project to 
be managed by NC Sea Grant. Section 14.18 provides more information. 
 
Applied Physical Sciences 
In accordance with the  Joint Conference Committee Report, nonrecurring  funds of $4,000,000 are 
provided to OSBM to administer a new challenge grant for applied physical sciences at UNC‐Chapel 
Hill. Receipt  of  these  grant  funds will  require  a  one‐to‐one match  by  the  recipient.  Section  27.6 
provides more information. 
 
 

 
 
 
 


