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EXECUTIVE SUMMARY 

PURPOSE 
The Office of the State Auditor initiated an investigation in response to a Hotline allegation 
regarding improper contracting practices by the Chairman of the State Board of Education 
(Chairman).  

BACKGROUND 
The State Board is responsible for "supervising and administering the free public-school 
system and the educational funds provided for its support."1 The State Board provides 
adequate checks and balances to maintain a clear line of authority, to provide a balance of 
power for the education system, and to avoid total control by the executive and legislative 
bodies.2 

The Southern Regional Education Board (SREB) is a regional nonprofit interstate compact for 
education. It is funded by member appropriations from 16 states3 including North Carolina, as 
well as by contracts and grants from foundations and from local, state and federal agencies. 
SREB works with states to improve public education at every level, from early childhood 
through doctoral education. It helps policymakers such as state legislators and education 
agency officials to make informed decisions by providing independent, accurate data and 
recommendations. In addition, SREB conducts research, collects and analyzes data, publishes 
reports and recommends actions on current and emerging issues.4 

KEY FINDING 
The Chairman of the State Board of Education signed a contract without required approvals. 

KEY RECOMMENDATION 
The Chairman of the State Board of Education should review and adhere to policies and 
procedures for contracts to ensure all proper approvals and signatures are obtained. 

                                                      
1 https://simbli.eboardsolutions.com/AboutUs/AboutUs.aspx?S=10399&TID=1 
2 https://stateboard.ncpublicschools.gov/about-sbe/history/chapter-nine 
3 SREB’s members are Alabama, Arkansas, Delaware, Florida, Georgia, Kentucky, Louisiana, Maryland, 

Mississippi, North Carolina, Oklahoma, South Carolina, Tennessee, Texas, Virginia, and West Virginia. 
4 https://www.sreb.org/about 
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AUDITOR’S TRANSMITTAL 

The Honorable Roy Cooper, Governor 
Members of the North Carolina General Assembly 
Eric Davis, Chairman, State Board of Education 

Ladies and Gentlemen: 

Pursuant to North Carolina General Statutes §147-64.6(c)(16) and §147-64.6B, we have 
completed an investigation of allegations concerning the State Board of Education. The results 
of our investigation, along with recommendations for corrective action, are contained in this 
report. 

Copies of this report have been provided to the Governor, the Attorney General, and other 
appropriate officials in accordance with G.S. §147-64.6(c)(12). We appreciate the cooperation 
received from the management and employees of the State Board of Education during our 
investigation. 

Respectfully submitted, 

 
Beth A. Wood, CPA 
State Auditor 
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Chapter 147, Article 5A of the North Carolina General Statutes, gives the Auditor broad powers to examine all books, records, 
files, papers, documents, and financial affairs of every state agency and any organization that receives public funding. The 
Auditor also has the power to summon people to produce records and to answer questions under oath. 
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BACKGROUND 

 The Office of the State Auditor initiated an investigation in response to a Hotline allegation 
regarding improper contracting practices by the Chairman of the State Board of Education 
(Chairman). 

Our investigation of this allegation included the following procedures: 

• Review of State Board of Education (State Board) policies and procedures 

• Examination and analysis of available documentation related to the contract 

• Interviews with personnel from the State Board, the Department of Public Instruction, 
and the Southern Regional Education Board 

This report presents the results of the investigation. The investigation was conducted pursuant 
to North Carolina General Statutes § 147-64.6(c)(16) and §147-64.6B. 

The State Board is responsible for "supervising and administering the free public-school 
system and the educational funds provided for its support." Board members include the 
Lieutenant Governor, the State Treasurer, and 11 other members appointed by the Governor 
and confirmed by the Legislature in joint session. The eleven gubernatorial appointees serve 
eight-year terms; the two ex-officio members' terms coincide with the term of their respective 
offices.5 The Chairman of the State Board is elected by the State Board membership and 
presides at all State Board meetings.6 

The State Board exists to make sure that the opinions of the public are considered. The State 
Board provides adequate checks and balances to maintain a clear line of authority, to provide 
a balance of power for the education system, and to avoid total control by the executive and 
legislative bodies. The policies developed by the State Board set the direction for all aspects 
of Department of Public Instruction and local public-school organization and operations.7 

The Southern Regional Education Board (SREB) is a regional nonprofit interstate compact for 
education. It was created in 1948 by southern governors and legislators who recognized the 
link between education and economic vitality. It is funded by member appropriations from  
16 states8 including North Carolina, as well as by contracts and grants from foundations and 
from local, state and federal agencies. SREB works with states to improve public education at 
every level, from early childhood through doctoral education. It helps policymakers such as 
state legislators and education agency officials to make informed decisions by providing 
independent, accurate data and recommendations. In addition, SREB conducts research, 
collects and analyzes data, publishes reports and recommends actions on current and 
emerging issues.9 

                                                      
5 https://simbli.eboardsolutions.com/AboutUs/AboutUs.aspx?S=10399&TID=1 
6 North Carolina General Statute §115C-11(a) 
7  https://stateboard.ncpublicschools.gov/about-sbe/history/chapter-nine 
8 SREB’s members are Alabama, Arkansas, Delaware, Florida, Georgia, Kentucky, Louisiana, Maryland, 

Mississippi, North Carolina, Oklahoma, South Carolina, Tennessee, Texas, Virginia, and West Virginia. 
9 https://www.sreb.org/about 
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FINDING AND RECOMMENDATION 

CONTRACT SIGNED WITHOUT APPROVALS 

The Chairman of the State Board of Education (Chairman) signed a $30,822 contract in 
violation of State Board of Education (State Board) policy. As a result, there is an increased 
risk that the Department of Public Instruction (Department) could be obligated to a contract 
that is not in its best interest. Per the Chairman, the violation occurred because he was 
unaware of the approval requirements. Per State Board policy, neither the State Board nor the 
Chair can sign a contract. 

Contract Signed in Violation of Policy 

In November 2019, the Chairman signed a contract with Southern Regional Education Board 
(SREB) for services totaling $30,822 without obtaining the approval of the State 
Superintendent of Public Instruction (State Superintendent) and the Department Chief 
Financial Officer (CFO). The contract was not signed by the State Superintendent. 

The Chairman admitted to signing the contract without obtaining the required approvals. He 
stated that he contacted SREB and “…shared with them the scope, legislation requirements, 
and discussed the timing” of the services and contract. The State Board created the contract 
based on SREB’s proposal and the Chairman signed the contract. 

In February 2020 and upon completion of the services, the State Board requested payment to 
SREB from the Department. The State Superintendent and the Department’s CFO were not 
aware of the contract until this request for payment. 

Once it was brought to SREB’s attention that the proper approvals were not obtained, SREB 
dissolved the contract and did not require the $30,822 payment for their services. 

Resulted in Increased Risk for the Department 

Although SREB did not require payment from the Department, the Department is at risk that 
the Chairman could enter into a contract binding the Department to a contract that is not in its 
best interest. 

Caused by Lack of Understanding of Policy 

Per the Chairman, he was not aware of the contracting policy when he signed the contract. 
Also, the Chairman stated that it was the General Counsel who brought the error to his 
attention. He stated it was rare for the State Board to sign contracts. 

State Board Policy Requires Approval and Signature 

The State Board’s policy10 lists the following requirements which apply to all contracts entered 
into by the State Board. 

All contracts must be in writing and: 

a. Must be approved by the Chief Financial Officer and the Superintendent. 

                                                      
10 North Carolina State Board of Education Policy Manual, Contract Procedure 
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FINDING AND RECOMMENDATION 

b. Must be signed by the Superintendent if the contract has an annual value of 
$25,000 or above. 

c. Must be signed by the Superintendent or Superintendent’s designee if the contract 
has an annual value below $25,000. 

RECOMMENDATION 

The Chairman of the State Board of Education should review and adhere to policies and 
procedures for contracts to ensure all proper approvals and signatures are obtained. 
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RESPONSE FROM THE STATE BOARD OF EDUCATION 

 



 

This investigation required 230 hours at an approximate cost of $23,920. 

6 

ORDERING INFORMATION 

COPIES OF THIS REPORT MAY BE OBTAINED BY CONTACTING: 

Office of the State Auditor 
State of North Carolina 

2 South Salisbury Street 
20601 Mail Service Center 

Raleigh, North Carolina 27699-0600 

Telephone: 919-807-7500 
Facsimile: 919-807-7647 

Internet: http://www.auditor.nc.gov 

 

To report alleged incidents of fraud, waste or abuse in state government contact the 
Office of the State Auditor Fraud Hotline: 

Telephone:1-800-730-8477 

Internet: http://www.auditor.nc.gov/pub42/Hotline.aspx 

For additional information contact the 
North Carolina Office of the State Auditor at: 

919-807-7666 

 

http://www.auditor.nc.gov/
http://www.auditor.nc.gov/pub42/Hotline.aspx
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