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EXECUTIVE SUMMARY

PURPOSE

The North Carolina Office of the State Auditor received five allegations through its Hotline
concerning the Town of Ocean Isle Beach (Town) and initiated an investigation. These
allegations pertained to various activities by Town officials, including the acquisition of the
Town police department building and land by the Mayor’s real estate company.

BACKGROUND

The Town was incorporated in 1959! and is located in Brunswick County,? which is in the
coastal plains area of eastern North Carolina. The Town is a barrier island, approximately
seven miles long, which is separated from the mainland by the Intracoastal Waterway.® The
Town is a municipal corporation that is governed by an elected Mayor and a Board of
Commissioners. The Town provides general government services including law enforcement
and public works services to approximately 640 year-round residents.*

KEY FINDINGS

e The Mayor derived a direct benefit® by making® and administering” a contract for
property (land and a building) she acquired from the Town.

e The Mayor used confidential information that was not available to the public in
developing the terms of the Offer to Purchase and Contract to acquire real property
from the Town.

e The Board of Commissioners (Board) inappropriately discussed details of the sale® of
Town property in closed session and failed to disclose those discussions to the public.

e The Town Administrator executed three contract amendments on behalf of the Town
without the proper authority.

https://oceanislebeach.com/the-history-of-ocean-isle-beach/

https://www.intracoastalrealty.com/blog/history-ocean-isle-beach-nc/

https://www.oibgov.com/pview.aspx?id=20701&catid=563

Ibid.

Pursuant to North Carolina General Statutes §14-234(al)(4), a public officer or employee derives a direct benefit

from a contract if the person or his or her spouse: (i) has more than a ten percent (10%) ownership or other

interest in an entity that is a party to the contract; (ii) derives any income or commission directly from the contract;
or (iii) acquires property under the contract. [Emphasis Added]

6 Pursuant to North Carolina General Statutes §14-234(al)(3), a public officer or employee is involved in making
a contract if he or she participates in the development of specifications or terms or in the preparation or award
of the contract. A public officer is also involved in making a contract if the board, commission, or other body of
which he or she is a member takes action on the contract, whether or not the public officer actually participates
in that action.

7 Pursuant to North Carolina General Statutes §14-234(al)(2), a public officer or employee is involved in
administering a contract if he or she oversees the performance of the contract or has authority to make decisions
regarding the contract or to interpret the contract.

8 Pursuant to North Carolina General Statutes §143-318.11(a)(5), the “acquisition of real property” is a permitted

purpose for a closed session but the sale of real property is not.
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KEY RECOMMENDATION

The Board, Mayor, Legal Counsel, and Town Administrator should take trainings at the
University of North Carolina School of Government to help ensure an appropriate control
environment exists throughout Town government.

Note: Findings from this investigation are being referred to the District Attorney for the
15" Prosecutorial District to determine if there is sufficient evidence to pursue criminal
charges related to the direct benefit derived by the Mayor.

Key findings and recommendations in this summary are not inclusive of all findings and
recommendations in this report.
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AUDITOR’S TRANSMITTAL

The Honorable Roy Cooper, Governor
Members of the North Carolina General Assembly
Town of Ocean Isle Beach Board of Commissioners

Ladies and Gentlemen:

Pursuant to North Carolina General Statutes 8147-64.6(c)(16) and 8147-64.6B, we have
completed an investigation of allegations concerning the Town of Ocean Isle Beach. 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. 8147-64.6(c)(12). We appreciate the cooperation
received from the management and employees of the Town of Ocean Isle Beach during our
investigation.

Respectfully submitted,

oo A vand

Beth A. Wood, CPA
State Auditor
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BACKGROUND

The North Carolina Office of the State Auditor (OSA) received five allegations concerning the
Town of Ocean Isle Beach (Town) and initiated an investigation. These allegations pertained
to various activities by Town officials, including the acquisition of the Town police department
building and land by the Mayor’s real estate company.

Our investigation of these allegations included the following procedures:

¢ Review of applicable North Carolina General Statutes, Town ordinances, Town
Board of Commissioners (Board) meeting minutes, and Town policies and
procedures

e Examination and analysis of available documentation related to the allegations

¢ Interviews with Town officials, Town personnel, and private residents

This report presents the results of the investigation. The investigation was conducted pursuant
to North Carolina General Statutes 8147-64.6(c)(16) and §147-64.6B.

The Town was incorporated in 1959° and is located in Brunswick County,® which is in the
coastal plains area of eastern North Carolina. The Town is a barrier island, approximately
seven miles long, which is separated from the mainland by the Intracoastal Waterway.!! The
Town is a municipal corporation that is governed by an elected Mayor and a Board of
Commissioners. The Town provides general government services including law enforcement
and public works services to approximately 640 year-round residents.*?

Events Leading to the Mayor’s Acquisition of the Police Department Property

o February 2018 - A Town resident expressed an interest to the Town Administrator in
purchasing the Town’s police department building and land®® (Property). As a result,
the Board hired an appraiser to perform an updated appraisal of the Property. The
appraiser’s report valued the Property at $460,000 as of March 15, 2018.

e May 8, 2018 — At a Board meeting, the Board went into closed session and instructed
the Town Administrator to offer to sell the Property to the interested resident for the
amount of $460,000.

e June 12, 2018 — At a Board meeting, the Board went into closed session where the
Town Administrator informed the Board that the interested resident did not respond
after she attempted to contact him about the offer amount. The interested resident later
told investigators that he never received a response from the Town. The Board minutes
state the Board then decided, “not to put this property on the open market for sale until
later this Fall.”

e August 2018 - The Town Administrator received an Offer to Purchase and Contract for
the Property for $460,670 from a Brunswick County real estate company in which the

° https://oceanislebeach.com/the-history-of-ocean-isle-beach/

10 https://www.intracoastalrealty.com/blog/history-ocean-isle-beach-nc/

11 https://lwww.oibgov.com/pview.aspx?id=20701&catid=563

12 |bid.

13 The police department property is located at 2 West Third Street, Ocean Isle Beach.



BACKGROUND

Mayor owns 50% and her brother owns 50%. The offer contained a settlement date of
December 30, 2019.

o September 11, 2018 — During an open session Board meeting, the Board was informed
of the offer from the Mayor’s real estate company to purchase the Property. The Board
approved the publication of the notice of the $460,670 offer and advertised for upset
bids of at least $483,753.50.1* The Mayor’s real estate company then wrote a $25,000
check payable to the Town as a deposit for the Property.

e October 9, 2018 —During an open session Board meeting, the Board voted to accept
the $460,670 offer from the Mayor’s real estate company after receiving no upset bids.

o November 5, 2020 - Settlement on the Property occurred more than two years after the
Town received the $25,000 deposit.

14 North Carolina General Statutes §160A-269 sets the requirements of a qualifying upset bid. A town may receive,
solicit, or negotiate an offer to purchase property and advertise it for upset bids. When an offer is made and the
council votes to accept it, the council must require the offeror to deposit five percent (5%) of their offer, and will
publish a notice of the offer. Once the offer is published, any person has 10 days to submit an upset bid, which
raises the offer by at least ten percent (10%) of the first one thousand dollars ($1,000) and five percent (5%) of
the remainder. The council may at any time reject any and all offers. See Appendix A for additional information
on the upset bid process.
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FINDINGS AND RECOMMENDATIONS

1. MAYOR DERIVED A DIRECT BENEFIT BY MAKING AND ADMINISTERING A CONTRACT FOR
PROPERTY SHE ACQUIRED FROM THE TOWN

The Mayor of the Town of Ocean Isle Beach (Town) derived a direct benefit'® by acquiring
Town property in a transaction where she was involved in making?® and administering?’ the
contract. As a result, other members of the public lost the opportunity to purchase the property
for an equivalent price. The Mayor failed to observe state law which prohibits officials from
being involved in making or administering a contract on behalf of a public agency in which they
will derive a direct benefit.

Mayor Derived Direct Benefit by Making and Administering a Contract in Which She
Acquired Town Property

The Mayor derived a direct benefit by being inappropriately involved in making and
administering a contract in which she acquired Town property. Specifically, a real estate
company in which the Mayor holds a 50% ownership interest!® purchased the Ocean Isle
Beach police department building and land*® (Property) on November 5, 2020 for $460,670.

The Mayor’s inappropriate involvement consisted of preparing the Offer to Purchase and
Contract which included the price, due diligence period, and closing date. The Mayor confirmed
that she prepared the Offer to Purchase and Contract. The Mayor’'s real estate company
submitted the Offer to Purchase and Contract to the Town Administrator on August 30, 2018.

The Mayor has a simultaneous obligation to act in the best interest of the Town and her real
estate company. She cannot temporarily set aside her obligations as Mayor in order to
enter into a business transaction that may result in a direct benefit to her.

Resulted in the Loss of the Public’s Opportunity to Purchase Property for an Equivalent
Price

The Mayor’s inappropriate involvement in making and administering the Offer to Purchase and
Contract for the Property resulted in the loss of opportunity for the public to purchase the
Property for the same price. The Mayor's Offer to Purchase prompted the Board of
Commissioners (Board) to vote to proceed with the upset bid process,? which would require

15 Pursuant to North Carolina General Statutes §14-234(al)(4), a public officer or employee derives a direct benefit
from a contract if the person or his or her spouse: (i) has more than a ten percent (10%) ownership or other
interest in an entity that is a party to the contract; (ii) derives any income or commission directly from the contract;
or (iii) acquires property under the contract. [Emphasis Added]

16 pursuant to North Carolina General Statutes §14-234(al)(3), a public officer or employee is involved in making
a contract if he or she participates in the development of specifications or terms or in the preparation or award
of the contract. A public officer is also involved in making a contract if the board, commission, or other body of
which he or she is a member takes action on the contract, whether or not the public officer actually participates
in that action.

17 Pursuant to North Carolina General Statutes §14-234(al)(2), a public officer or employee is involved in
administering a contract if he or she oversees the performance of the contract or has authority to make decisions
regarding the contract or to interpret the contract.

18 The Mayor’s brother owns the other 50% of the real estate company.

19 The property is located at 2 West Third Street, Ocean Isle Beach, NC.

20 North Carolina General Statutes §160A-269 sets the requirements of a qualifying upset bid. A town may receive,
solicit, or negotiate an offer to purchase property and advertise it for upset bids. When an offer is made and the
council votes to accept it, the council must require the offeror to deposit five percent (5%) of their offer, and will
publish a notice of the offer. Once the offer is published, any person has 10 days to submit an upset bid, which
raises the offer by at least ten percent (10%) of the first one thousand dollars ($1,000) and five percent (5%) of
the remainder. The council may at any time reject any and all offers. See Appendix A for additional information
on the upset bid process.
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any other interested parties to bid at least $23,083.50 more than the Mayor’s offer. Therefore,
the public never had the opportunity to acquire the Property for the same price as the Mayor.

Caused by Failure to Observe State Laws Addressing Public Officers Benefiting from
Public Contracts

The Mayor did not follow state law?! prohibiting a public official from making or administering
a contract on behalf of a public agency where the official would derive a direct benefit from the
contract. Instead, she created the terms of the contract in which her real estate company
acquired the Property.

During several communications with investigators, the Mayor and the Town'’s legal counsel
(Legal Counsel) provided contradictory responses about whether or not the Mayor was aware
of applicable state law.?? Specifically:

o At a July 22, 2021 interview, the Mayor initially stated that she did not discuss the
purchase of the Property with Legal Counsel prior to the submission of her offer.

e In an October 15, 2021 email, Legal Counsel stated that the Mayor did discuss state
law with Legal Counsel prior to the submission of the offer.

¢ In an October 19, 2021 email, Legal Counsel stated the Mayor could not specifically
recall whether or not she was aware of state law prior to the submission of the offer.
Legal Counsel stated he reviewed the offer after its submission to the Town and felt the
Mayor’s involvement in the contract did not violate any state laws.

North Carolina General Statutes Prohibit Public Officers from Deriving a Direct Benefit

North Carolina General Statutes §14-234(a)(1) prohibit public officers, such as the Mayor, from
making or administering a contract on behalf of a public agency where she would derive a
direct benefit from the contract.?® Specifically, subdivision (al) of the statute provides that:

(1) As used in this section, the term "public officer" means an individual who is
elected or appointed to serve or represent a public agency, other than an
employee or independent contractor of a public agency.

(2) A public officer or employee is involved in administering a contract if he or
she oversees the performance of the contract or has authority to make
decisions regarding the contract or to interpret the contract.

(3) A public officer or employee is involved in making a contract if he or she
participates in the development of specifications or terms or in the
preparation or award of the contract. A public officer is also involved in making
a contract if the board, commission, or other body of which he or she is a
member takes action on the contract, whether or not the public officer actually
participates in that action...

(4) A public officer or employee derives a direct benefit from a contract if the
person or his or her spouse: (i) has more than a ten percent (10%)
ownership or other interest in an entity that is a party to the contract; (ii)

2L North Carolina General Statutes §14-234.

22 |bid.

23 North Carolina General Statutes §14-234(d1) states that subdivision (a)(1) does not apply to an elected official
representing a town with a population of 15,000 people or less if the contract amount does not exceed $40,000
and other specified conditions apply. However, the exception in Part (d1) does not apply here because the
contract was for $460,670.
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derives any income or commission directly from the contract; or (iii) acquires
property under the contract... [Emphasis Added]

Subdivision (e) of the statute states that, “Anyone violating this section shall be guilty of a
Class 1 misdemeanor.” Further, subdivision (f) of the statute states that, “A contract entered
into in violation of this section is void.” [Emphasis Added]

RECOMMENDATION

The Town should ensure that its Legal Counsel is knowledgeable in legal matters relating to
local government, including conflicts of interest.

Note: This finding is being referred to the District Attorney for the 15" Prosecutorial
District to determine if there is sufficient evidence to pursue criminal charges related to
the direct benefit derived by the Mayor.

2. MAYOR ACQUIRED TOWN PROPERTY USING NONPUBLIC INFORMATION

The Mayor of the Town of Ocean Isle Beach (Town) acquired Town property using confidential
information that was not available to the public. As a result, the public lost the opportunity to
purchase the property for an equivalent price. The Mayor failed to follow state law which
prohibits public officials using information not available to the public to acquire a financial
interest in any property.

Use of Nonpublic Information to Purchase Town Property

The Mayor acquired the Town’s police department building and land (Property) using
confidential information that was not available to the public.

The Mayor, who is a licensed real estate agent, prepared the terms of her real estate
company’s Offer to Purchase and Contract based on information obtained from closed
session?* board meetings.? The information from these meetings was not available to the
public. The discussion in the closed sessions included the Board of Commissioners’ (Board)
intended sale price ($460,000) and intended time frame to sell the Property (Fall 2018).

The Mayor submitted her real estate company’s $460,670 offer to purchase the Property on
August 30, 2018. The Board then voted to proceed with the upset bid process,?® which began
with a September 20, 2018 public notice in a local newspaper announcing the receipt of the
offer and the opportunity to submit an upset bid.

While information about the Mayor’s offer was made public on September 20, 2018 (when
advertising for upset bids), the information used by the Mayor to draft the Offer to Purchase
and Contract (intended sale price and intended time frame for selling the Property) was never
made available to the public.

24 A portion of a board meeting that excludes the public.

25 These meetings were held on May 8, 2018 and June 12, 2018. See Finding 3.

26 North Carolina General Statutes §160A-269 set the requirements of a qualifying upset bid. A town may receive,
solicit, or negotiate an offer to purchase property and advertise it for upset bids. When an offer is made and the
council votes to accept it, the council must require the offeror to deposit five percent (5%) of their offer, and will
publish a notice of the offer. Once the offer is published, any person has 10 days to submit an upset bid which
raises the offer by at least ten percent (10%) of the first one thousand dollars ($1,000) and five percent (5%) of
the remainder. The council may at any time reject any and all offers. See Appendix A for additional information
about the upset bid process.
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Resulted in the Loss of the Public’s Opportunity to Purchase Property for an Equivalent
Price

The Mayor’s use of information that was not available to the public to create the Offer to
Purchase and Contract for the Property resulted in the loss of opportunity for the public to
purchase the Property for an equivalent price. The Mayor’s Offer to Purchase prompted the
Board of Commissioners (Board) to vote to proceed with the upset bid process, which would
require any other interested parties to bid at least $23,083.50 more than the Mayor’s offer.
Therefore, the public never had the opportunity to acquire the Property for the same price as
the Mayor.

Caused by a Failure to Observe State Laws Addressing the Use of Confidential
Information

The Mayor did not follow state law?’ prohibiting public officials from using confidential
information to acquire a financial interest in any property. Instead, she used information
obtained in her official capacity as Mayor to create the terms of the contract in which her real
estate company acquired the Property. When asked if the Mayor was aware of North Carolina
General Statutes 814-234.1, she stated, “No, | can not say that | was.”

Further, the Mayor stated that she did not recall any statutes being brought to her attention by
Legal Counsel.

North Carolina General Statutes Prohibit Public Officials from Using Confidential
Information to Acquire Financial Interest

North Carolina General Statutes 814-234.1(a) prohibit the Mayor from using confidential
information gained in her official capacity to acquire a financial interest in property. Specifically,
the statute states:

It is unlawful for any officer or employee of the State or an officer or an
employee of any of its political subdivisions, in contemplation of official action
by himself or by a governmental unit with which he is associated, orin reliance
on information which was made known to him in his official capacity and
which has not been made public, to commit any of the following acts:
(1) Acquire a pecuniary? interest in any property, transaction, or
enterprise or gain any pecuniary benefit which may be affected by such
information or official action; or
(2) Intentionally aid another to do any of the above acts. [Emphasis
Added]

Part B of the same statute states that, “Violation of this section is a Class 1 misdemeanor.”
[Emphasis Added]

RECOMMENDATION

The Town should ensure that its Legal Counsel is knowledgeable in legal matters relating to
local government, including conflicts of interest.

Note: This finding is being referred to the District Attorney for the 15" Prosecutorial
District to determine if there is sufficient evidence to pursue criminal charges related to
the direct benefit derived by the Mayor.

27 North Carolina General Statutes §14-234.1
28 Relating to or consisting of money. Black’s Law Dictionary, s.v. “pecuniary,” accessed November 29, 2021,
https://thelawdictionary.org/pecuniary/.
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3. BOARD OF COMMISSIONERS INAPPROPRIATELY DISCUSSED DETAILS OF THE SALE OF TOWN
PROPERTY AND FAILED TO DISCLOSE THOSE DISCUSSIONS TO THE PUBLIC

The Board of Commissioners (Board) of the Town of Ocean Isle Beach (Town) held two
closed?® session meetings without fully disclosing the purpose of going into closed session.
Further, the Board discussed unallowed topics in these closed sessions. As a result, the
Board’s unlawful discussions of the sale of the Town’s police department building and land
(Property) could damage the public trust. The Board did not disclose the purpose of the closed
session because of inaccurate advice from the Town'’s Legal Counsel (Legal Counsel). State
law requires the purpose of going into closed session to be disclosed during the open portion
of the meeting and only allows for certain topics to be discussed in closed session.

Board of Commissioners Inappropriately Held Closed Session Discussions

In 2018, the Board held two closed session meetings without fully disclosing the purpose of
going into closed session. State law requires the purpose of going into closed session be
disclosed during the open portion of the meeting.

Specifically, the Board entered into closed session without fully disclosing the purpose as
follows:

e On May 8, 2018, to “briefly discuss the sale of the Police Department” Property.*°
e OnJune 12, 2018, to again discuss the sale of the Property.3!

During both of the closed sessions, the Board discussed the sale of the Property,®? which is
not a permissible reason to go into closed session.

Resulted in the Erosion of Public Trust

The Board’s unlawful discussions of the intended sale price and intended time frame for selling
the Property could damage the public trust.

This was demonstrated by the Mayor obtaining information about the sale of Town property
that was unavailable to the public, which led to her real estate company’s purchase of the
Property. (See Finding 2)

Caused by Inaccurate Advice from the Town'’s Legal Counsel

Legal Counsel incorrectly advised the Board that they were allowed to discuss the sale of the
Property in closed session.

Legal Counsel stated in an interview with investigators that the Board discussed the potential
sale of the Property in closed session “... in order to preserve the attorney-client privilege.”
However, state law®® states attorney-client priviege may only be acknowledged when
concerning the “handling or settlement of a claim, judicial action, mediation, arbitration, or
administrative procedure.”

The potential sale of the Property (as discussed in the closed sessions) does not meet one of
these purposes outlined for attorney-client privilege.

29 A portion of a board meeting that excludes the public.

30 According to the May 8, 2018 closed session minutes.
31 According to the June 12, 2018 closed session minutes.
32 Located at 2 West Third Street, Ocean Isle Beach, NC.
33 North Carolina General Statutes §143-318.11(a)(3)
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North Carolina General Statutes Require Citing a Permissible Purpose for Closed
Session

North Carolina General Statutes 8§143-318.11(c) require the Board to cite a permissible
purpose when holding a closed session. Specifically:

A public body may hold a closed session only upon a motion duly made and
adopted at an open meeting. Every motion to close a meeting shall cite one
or more of the permissible purposes listed in subsection (a) of this section.
[Emphasis Added]

Further, subsection (a) provides the permitted purposes for which a closed session can be
held. Although the “acquisition of real property” is a permitted purpose for a closed session per
North Carolina General Statutes §143-318.11(a)(5), the sale of real property is not.

RECOMMENDATION

The Town should ensure that its Legal Counsel is knowledgeable in legal matters relating to
local government, including the rules regarding closed sessions of Board meetings.

4. TOWN ADMINISTRATOR EXECUTED THREE CONTRACT AMENDMENTS ON BEHALF OF THE TOWN
WITHOUT THE PROPER AUTHORITY

The Town Administrator of the Town of Ocean Isle Beach (Town) executed three contract
amendments related to the sale of the police department building and land (Property) on behalf
of the Town without proper authority or approval by the Board of Commissioners (Board).
These unapproved amendments created a risk of the Town being bound to legal agreements
without the Board's knowledge or approval. The Town Administrator believed she had the
authority to execute the contract amendments on behalf of the Town. She told investigators
that the Town’s Legal Counsel (Legal Counsel) advised her she had that authority. While Town
ordinances do allow the Board to adopt regulations authorizing a city official to dispose of
surplus personal property, it does not allow delegation of authority to dispose of real property.

Town Administrator Executed Contract Amendments without Proper Authority

The Town Administrator executed three contract amendments on behalf of the Town without
proper authority or approval by the Board. Specifically, the Town Administrator signed contract
amendments to extend the closing date on the sale of the Property.3

When asked who executed the amendments, each of the Board members stated that the Town
Administrator was the responsible party.

The Town Administrator signed the following amendments related to the sale of the Property:

o Amendment #1 dated August 15, 2019 extending the close date from
December 30, 2019 to August 15, 2020.

e Amendment #2 dated August 14, 2020 extending the close date from
August 15, 2020 to September 30, 2020.

o Amendment #3 dated September 30, 2020 extending the close date from
September 30, 2020 to October 30, 2020.%

34 The Property is located at 2 West Third Street, Ocean Isle Beach, NC.
35 The sale of the police department property closed on November 5, 2020.
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Further, the Town was unable to provide any documentation to indicate the Board reviewed or
approved these amendments prior to the Town Administrator’s signature.

Resulted in an Increased Risk of Town Being Bound to Legal Agreements without Board
Approval

The Town Administrator’s execution of contract amendments without review or approval by the
Board created a risk of the Town being bound to legal agreements without the Board's
knowledge or approval.

Caused by a Failure to Properly Interpret Town of Ocean Isle Beach Ordinance

According to the Town Administrator, Legal Counsel told her she had the authority to extend
the close date and execute the contract amendments on behalf of the Town.

Legal Counsel failed to properly interpret Town Ordinance 2008-02 regarding the delegation
of authority when disposing of public property. Legal Counsel stated, “In my opinion she was
authorized to do that ...”3®

Ocean Isle Beach Town Ordinance Does Not Apply to Real Property

Town Ordinance 2008-02 allows the Board to delegate authority to the Town Administrator,
“...to dispose of personal property valued at less than $30,000 and to declare such property
surplus, set its fair market value, and convey title in accordance with NCGS 160A-266."
[Emphasis Added]

However, this ordinance does not allow the Board to delegate its authority to dispose of real
property or make amendments to real property contracts.

RECOMMENDATION
The Town should ensure that its Legal Counsel is knowledgeable in legal matters relating to

local government, including local Town ordinances.

The Board, Mayor, Legal Counsel, and Town Administrator should take trainings at the
University of North Carolina School of Government to help ensure an appropriate control
environment exists throughout Town government.

36 Town Legal Counsel cited North Carolina General Statutes 8160A-266 as the basis for Town Ordinance
2008-02. This statute does not grant the Board of Commissioners the ability to delegate the authority to dispose
of real property on behalf of the Town.
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STATE AUDITOR’'S RESPONSE

The Office of the State Auditor (OSA) strives to provide reports with complete and accurate
information to the Governor, the General Assembly, and the citizens of North Carolina. When
the response of an auditee potentially obscures an issue, misleads the reader, or minimizes
the importance of auditor findings and recommendations, OSA provides clarifications
regarding the auditee’s response.

In its response to this investigative report, the Town of Ocean Isle Beach (Town) made several
statements that tend to obscure an issue, mislead the reader, and minimize the importance
of OSA’s findings and recommendations. To ensure complete and accurate information, OSA
offers the following clarifications.

Mayor Derived Direct Benefit by Making and Administering a Contract in Which She
Acquired Town Property

In its response to Finding 1, the Town contends that North Carolina General
Statutes (N.C.G.S.) 8160A-269 governs the sale of the police department property (Property)
because, in comparison with N.C.G.S. §14-234, it is the “more specific statute.” The Town
argues that N.C.G.S. 8160A-269 is more specific to the transaction and thus, “under the
general principles of the canons of statutory construction,” N.C.G.S. §14-234 would not apply.
This is not accurate.

N.C.G.S. 814-234 applies to the transaction with equal weight as N.C.G.S. §160A-269. The
statutes are not mutually exclusive and the Town cannot ignore the authority of one statute in
preference for another. Specifically, the statutes reference two different topics.
N.C.G.S. 814-234 prohibits a public officer from benefiting from a public contract (with
exceptions), while N.C.G.S. 8160A-269 governs the method of sale for the Property.

In its response, the Town then qualifies its initial assertion that only N.C.G.S. §160A-269
governs the sale of the Property. Specifically, the Town states that “even if N.C. Gen. Stat.
814-234 is applicable to this transaction, this transaction is specifically excepted under the
provisions of N.C. Gen. Stat. 814-234(d1) and (d2).” This assertion is incorrect. The sale of
the Property is not a transaction that is excepted under the provisions N.C.G.S. §14-234
(d1) and (d2).

N.C.G.S. 814-234(d1) contains four provisions, and all four must apply to qualify for the
exception for small jurisdictions. At least one of the four provisions did not apply to the subject
transaction because the total amount of the contract is more than $40,000.3” Additionally, per
the University of North Carolina School of Government, “there is no indication in the statute
that the exception can be used for contracts involving real property transactions.”3

Also in its response, the Town states, “It is clear that Legal Counsel discussed North Carolina
General Statute §14-234 with the Town Administrator and the Board (including the Mayor) prior
to the Board'’s formal consideration of Sloane’s offer.” This is misleading.

The facts show that the Mayor provided contradictory responses to OSA regarding her
knowledge of N.C.G.S. 814-234 prior to the submission of her offer. The October 15, 2021
and October 19, 2021 emails cited in the Town’s response further confirms that the Mayor

37 N.C.G.S. §14-234(d1)(1)

38 Frayda S. Bluestein, The North Carolina Criminal Self-Dealing Statute (G.S. 14-234): Five Things You Should
Know, COATES' CANONS: NC LOCAL GOV'T LAW (Jun. 26th, 2015), http://canons.sog.unc.edu/2015/06/the-
north-carolina-criminal-self-dealing-statute-g-s-14-234-five-things-you-should-know/
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did not provide investigators with consistent responses regarding her awareness of the statute
prior to the making of and submission of the Offer to Purchase.

The Town also states that, “There is a distinct difference between the Mayor’s act of delivering
the offer to the Town Administrator and the subsequent act of the Town Administrator’s
submission of the offer to the Board.” This is not accurate. The Town Administrator is a
representative of the Town, and therefore a submission to her is a submission to the Town.

Use of Nonpublic Information to Acquire Town Property

In its response to Finding 2, the Town listed six pieces of information the Town states were
made available to the public prior to the Mayor’s real estate company and the Mayor acquiring
any pecuniary® interest in the Property:

(1) The Town’s interest in entertaining offers on this property to the point the
Board unanimously voted to obtain an appraisal

(2) The fact that an appraisal was obtained

(3) The offer made by the Mayor’s real estate company

(4) The Mayor's affiliation with her real estate company

(5) That both the offer and the appraisal were available for public inspection
(6) That the public had a right to submit offers to purchase the property

While the disclosure of this information was appropriate at the time, it is not relevant and only
serves to confuse the real issue in this Finding. Specifically, the Town’s response fails to
address the Mayor’s access to other privileged information available to her from closed
sessions she attended prior to making her offer, but which was not made public, such as:

(1) The intended sale price for the Property, and

(2) The intended time frame for selling the Property.

The Mayor was able to use both of these pieces of information in structuring her real estate
company’s offer, and was therefore the first and lowest bidder on the Property.

The Town’s response does not provide any new or exculpatory“® evidence which would
change the finding that the Mayor gained a pecuniary benefit by using nonpublic information
to acquire Town Property at an advantageous price.

The Town'’s response also included a statement that, “... the Town Administrator informed at
least one member of the public that the Town would sell the Property for $460,000...” This is
misleading. Investigators interviewed the “one member of the public” and asked him if he ever
received an offer to sell the Property from the Town Administrator. He responded, “No.” He
also stated during the interview, “I think if I heard a number, | would have remembered it.”

3% Relating to or consisting of money. Black’s Law Dictionary, s.v. “pecuniary,” accessed January 6, 2022,
https://thelawdictionary.org/pecuniary/.

40 Evidence that will clear or tend to clear from guilt. Black’s Law Dictionary, s.v. “exculpatory,” accessed January
6, 2022, https://thelawdictionary.org/exculpatory/.
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The evidence indicates that the Town Administrator did not contact the “one member of the
public,” but even if she had, this private, undocumented phone conversation would not
constitute a public disclosure of information.

Board of Commissioners Inappropriately Held Closed Session Discussions

In its response to Finding 3, the Town stated, “Neither Legal Counsel nor the Board were aware
at the time of going into closed session that sale of the police department property would be
briefly discussed...” This is irrelevant.

Once the topic of the Property was introduced, Legal Counsel should have instructed the Town
Administrator that the discussion was not a permissible topic that could be discussed during
closed session. Then, Legal Counsel should have instructed the Board of Commissioners to
formally end the closed session portion of the meeting and enter into open session before
discussing the offer to the interested citizen any further.

Town Administrator Executed Contract Amendments without Proper Authority

In its response to Finding 4, the Town stated it disagreed “... that the contract amendments
increased risk to the Town.” This is not accurate.

The lack of documented approval by the Board of Commissioners is the cause of the
increased risk to the Town, not the contract amendments themselves. The Town could not
provide official documentation showing that the Board of Commissioners reviewed or approved
any of the three contract amendments prior to their execution by the Town Administrator.

Again, the Office of the State Auditor (OSA) provided this clarifying information to ensure that
this report provides complete and accurate information to the Governor, the General Assembly,
and the citizens of North Carolina since the response of the Town of Ocean Isle Beach included
several statements that tend to obscure an issue, mislead the reader, and minimize the
importance of OSA’s findings and recommendations.
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REPORTS BY MAYOR
Mayar Smith congratulated Town Clerk, Casey E. Reeves, on receipt of her Certified

Municipal Clerk Designation from the International Institute of Municipal Clerks. Mayor Smith
stated she was pleased to inform the public that the Town has received the signed and recorded

deed for Public Trust Lands from the Williamson Family in conjunction with certain properties

along the oceanfront strand of the island.

DEPARTMENTAL REPORTS

1. Administration — Mrs. Ivey presented the financial dashboard as information and noted a

steady increase in cash and investments over the same time period last vear. Mrs. Ivey
noted General Fund Revenues are at 82.77% compared to General Fund Expenditures at
45.62%. Mrs. Ivey reported Water revenues were 55.25% with expenditures at 50.47%,
Sewer revenues at 56.8 1% with expenditures at 60.64%, and Accommodations revenues
at 76.75% with expenditures at 52.63%. Mrs. Ivey stated there was an increase of 6.52%
in Accommodations Taxes over the same time period last year and a decrease of 8.13%
for VRBOs. Mrs. Ivey noted a 92.51% collection rate for 2017 Property Taxes {$263,382
outstanding) and a 96.57% collectionrate for 2016 Property Taxes (with $119,857
outstanding). Mrs. Tvey reported outstanding taxes for 2013-2015 were $2,079. Mrs.
Ivey stated the first Park Planning Public Workshop was well attended and the Town
received a great deal of public input. Mrs. Ivey commented Engineers are currently
analyzing the public’s input in order to start developing park planning options for
consideration by the Board of Commissioners. Mrs. Tvey stated she was happy to report
the Army Corps of Engineers certified the real estate for optional work for the CSDR
project and noted the Town was on schedule to begin work on the project by the end of
March 2018 and completion by end April 30™, 2018, Mrs. Ivey stated an estimated
330,000 cubic yards of sand will be placed on the beach.
Mis. Ivey welcomed new Town employvees Justin Stone (Fire Department) and Adam
Sellers (Public Utilities Department). Mrs. Ivey noted Mr. Stone joins the Town after
serving a tour in Iraq and Mr. Sellers joins the Town with 13 years of Public Utilities
experience working for the Town of Holden Beach.

2. Police Department — Chief Bellamy noted that total call volume was up 57% (314 calls)
over the same time last year and felonies/major misdemeanor crimes were down 60%.
Chief Bellamy stated that overall crime percentages for the month were down 67%, 3
arrests were reported, and noted a 114% increase in citations {total of 15). Chief Bellamy
noted 220 hours of training were completed, 8,656 miles were patrolled, and
congratulated Officer Stephen Bullock for completion of his Field Officer Training,
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3. Public Utilities Department — Mr. Hardy stated 200 frozen/ruptured water pipes were
reported during the recent winter storm and residual freezing temperatures. Mr. Hardy
stated the Department performed 240 locates in conjunction with the ATMC Fiber Optic
Installation Project. Mr. Hardy noted the Department completed the storm drain on
Cumberland Street and had received positive feedback from property owners in the
surrounding area. Mr. Hardy stated four (4) members of the Sewer Department and
members of the OIBFD jointly-participated in a confined space exercise at the E-1 Lift
Station. Mr. Hardy noted Public Works Supervisor, Spencer Thornton, conducted a
Flagger Certification Training Course for the Street Department on February 12%, 2018,

4. Fire Department — Chief Yoho reported during the month of January the Department
responded to 73 calls {down 5% over the same time period last yvear). Chief Yoho stated
the new fire truck was back in Louisiana for final construction after travelling to
Nebraska for installation of the aerial ladder and noted the completion date for the new
truck was on schedule for March 2018. Chief Yoho noted the Department completed
over 300 hours of training which included the joint-training exercise with the Sewer
Department. Chief Yoho commented that the timing of the training was highly beneficial
in providing assistance during the recent construction-related accident at the roundabout
project site. Chief Yoho read a letter of gratitude from Ms. Meredith Yelton, twin sister
of Ms. Emily Yelton, who tragically passed (along with 6 friends) during the 2007
Scotland Street fire. Chief Yoho expressed his continued sympathy to the families who
lost loved ones during the event and his gratitude for their generous donation to the
Ocean Isle Beach Fire Department.

5. Planning and Inspections — Mr. Whiteside stated the Coastal Resource Commission will
conduct a meeting at Sea Trail later in the afternoon and invited members of the public to
attend. Mr. Whiteside announced the NCDOT Monroe Street sidewalk upgrade project
will begin construction during the upcoming week and should be completed by the end of
March 2018. Mr. Whiteside stated he had received correspondence from Randy Mundt
with the Risk Management Division of the NC Department of Safety which stated the
Town should receive FEMS’s Letter of Final Determination (regarding Flood Maps) by
February 28™, 2018, Mr. Whiteside noted this would then initiate the six {6) month
statutory period for communities to amend their Flood Damage Prevention Ordinance
which is based on the States minimum standards. Mr. Whiteside hopes the Town will
receive finalized Flood Maps at the end of this six {6) month period {August 2018).

6. Building Inspections — Mr. Dycus reported permits had been issued for one (1) new
single-family residential home in the Town limits and seven {7) new single-family
residential homes in the ETJ during the month of January. Mr. Dycus reported a total of
96 permits were issued with a construction valuation of $2,766,559. Mr. Dycus stated
184 total inspections were performed and permit fees were collected in the amount of
$29,799.34. Mr. Dyocus stated a meeting will be held on February 15%, 2018 at Stone
Chimney Road for Community Floodplain Administrators to discuss the adoption process
for Preliminary Flood Maps.

30



RESPONSE FROM THE TOWN OF OCEAN ISLE BEACH

Board of Commissioners Meeting {Cont.)
February 13t, 2018

Page 4

COMMENTS

Mayor Smith opened the floor for Public Comments.

John Crumrine — 109 E. First Street — Mr. Crumrine asked if it will be necessary for
OIBPD to direct traffic in the area of the roundabout on Saturdays during the summer
tourist season. Mayor Smith stated the OIBPD will closely monitor the traffic sithation
during the busy Saturday check-in/check-out times and provide assistance if needed.

Being no further comment was heard, Mayor Smith declared the Public Comments
Section closed.

OLD BUSINESS

1.

Mayor Smith stated the first item of old business was Discussion and Review of
Revisions to Sanitation/Polycart Ordinance. The Board held a brief discussion regarding
revisions to definitions of short-term and long-term rentals. Mrs. Ivey suggested the
ordinance should not apply to condominiums because they typically use dumpsters and
noted that in the revised ordinance the terms Furnished home, apartment or condominium
have been replaced with single or two family dwellings. Mrs. Ivey noted an additional
amendment to allow for written warmnings prior to implementation of fines for violations
of the ordinance. The Board established 2 maximum civil penalty fine not to exceed one
hundred ($100} dollars. Mayor Pro Tem Walters made a motion to approve the revisions
which received a second from Commissioner Blythe. The vote was unanimous.

Mayor Smith stated the next item of old business was Discussion and Approval of State
Aid to Airports Block Grant Agreement Project #36237.60.12.1 — Perimeter Fencing —
Phase One. Murs. Ivey stated Town Staff is requesting Board approval to enter into a
Grant Agreement between the Town and the NCDOT Division of Aviation for Project
#36237.60.12.1 — Perimeter Fencing — Phase One at Odell Williamson Municipal Airport
in the amount of $322.420.00. Mrs. Ivey explained the project has been approved for
100% funding by the NCDOT Department of Aviation, with the Town responsible for
funding 0% of the estimated cost of this portion of the project. Commissioner Rowell
made a motion to approve the agreement, which received a second from Commissioner
Williamson. The vote was unanimous.

NEW BUSINESS

1

Mayor Smith stated the first item of new business was Discussion and Review of
Encroachment Agreement from ATMC for East Side Fiber Optic Project. Mrs. Ivey
stated that the Town and ATMC have been working on an Encroachment Agreement for
the Fiber Optic Installation Project on the island over the past few weeks. Mrs. Ivey
explained that ATMC has since found an agreement dated in 1962 which would allow
ATMC the right to perform the project, however, the Town can still request a surety
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guarantee. Mrs. Ivey commented that Town Staff recommends a guarantee in the amount
of $100,000 which will require approval from the ATMC Board at their February 20",
2018 Meeting. Mrs. Ivey stated that the streets on the island may be in a state of
temporary disarray throughout the construction project and noted all ATMC equipment
will be removed from the island at the end of each work day. Mrs. Ivey stated ATMC
has agreed to reimburse Town up to $4,500 per month to help cover personnel cost
associated with locates and has also agreed to furnish paint and flags necessary for
project locates. Commissioner Rowell made a motion to move forward with the project
pending ATMC Board approval by authorizing Mayor Smith to sign any necessary
documents to set the project in motion which received a second from Commissioner
Williams. The vote was unanimous.

2. Mayor Smith stated the next item of new business was the Discussion Regarding Request
for Improvement Guarantee Reduction — Halpem Enterprises, Inc. Mr. Whiteside stated
Halpemn Enterprises has requested a reduction to the previously approved improvement
bond ($4,000,786) to ensure on-site infrastructure improvements for the Publix grocery
store development. Mr. Whiteside noted the revised cost, including 25% contingency, ts
$2,030,330. Mayor Pro Tem Walters made a motion to approve the reduction based upon
the Engineer’s Opinion of Probable Cost which received a second from Commissioner
Rowell. The vote was unanimous.

3. Mayor Smith stated the next item of new business was the Discussion and Review of
Rezoning Application — Parcel #24400010. Mrs. Ivey stated Coastal Vineyard Church,
Inc. has submitted a Rezoning Application for a portion of Parcel #24400010, currently
“split-zoned”, and discuss referral to Town Planning Board for consideration. Mrs. Ivey
elaborated that the Applicant is requesting that the portion of the parcel currently zoned
R-2M be re-zoned as C-3. Mayor Pro Tem Walters made a motion to send the item to the
Planning Board for review on February 20, 2018 which received a second from
Commissioner Rowell. The vote was unanimous.

4. Mayor Smith stated the next item of new business was the Discussion Regarding
Proposed Fencing Ordinance Modifications. Mr. Whiteside stated that during the
January 16%, 2018 Planning Board Workshop Meeting a member of the Board
recommended making modifications to the existing fencing ordinance. Mayor Pro Tem
‘Walters noted his wishes to have the item referred back to the Planning Board for
additional review. Mayor Smith commented that the item is not required to go back to the
Planning Board again, but is required to go to Public Hearing before it can be presented
to the Board of Commissioners for potential action. Mrs. Ivey provided further
clarification that the Board of Commissioners may send it back to the Planning Board
before the item goes to Public Hearing, but they are not required to do so. Comrmissioner
Rowell made a motion to send the item to Public Hearing on March 13", 2018 at 8:45am
which received a second from Commissioner Williams. The vote was 4-1 with Mayor
Pro Tem Walters voting against the motion.
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5. Mayor Smith stated the next item of new business was the Discussion and Approval of
Request for Group Activity — Family Day. Mrs. [vey stated Ocean Isle Museum
Foundation, Inc. is requesting approval of Group Activity Application to conduct the
2018 Family Day on Saturday, March 31st, 2018 between the hours of 10am-2pm at the
Museum of Coastal Carolina. Mrs. Ivey continued that Ocean Isle Museum Foundation,
Inc. is requesting permission to use the vacant lot adjacent to the museum for parking and
also requesting watver of fee due to non-profit status ($450.00). The Museum will also
need to obtain a certificate of liability insurance naming the Town as an additional
insured prior to the event. Commissioner Rowell made a motion to approve the event
which received a second from Commissioner Blythe. The vote was unanimous.

6. Mayor Smith stated the next item of new business was the Discussion and Approval of
Request for Group Activity — Kite Flying Day. Mrs. Ivey stated Ocean Isle Property
Owner Association is requesting approval of Group Activity Application to conduct the
2018 OIB Community Kite Flying Day on Saturday, March 31st, 2018 between the hours
of 2pm-5pm at the Ocean Isle Beach Community Center/Beach Strand. Mrs. Ivey added
that the Applicant is requesting waiver of fee ($250.00) due to non-profit status and plans
to utilize the OIB Community Center restroom facilities and public parking areas based
upon availability. Commissioner Rowell made a motion to approve the event which
received a second from Commissioner Williamson. The vote was unanimous.

7. Mayor Smith stated the next item of new business was the Discussion and Approval of
Request for Group Activity — Spring Kickoff & Boat Show. Mrs. Ivey stated Capt. Brant
McMullan is requesting approval of the Spring Kickoff & Boat Show to be held March
24th — 25th, 2018 from 9am-4pm at Ocean Isle Fishing Center {OIFC). Mrs. Ivey noted
the event will take place entirely upon applicant’s property and the $250.00 permit fee
has been paid. Mrs. Ivey stated compliance with sign regulations and the requirements
included by the Fire Chief must be adhered to during the event. Mrs. Ivey commented
that a Tent Permit Application will be required prior to the erection of any tent based on
the requirements of the 2012 NC Fire Prevention Code. Mayor Pro Tem Walters made a
motion to approve the event which received a second from Commissioner Williamson.
The vote was unanimous.

8. Mayor Smith stated the next item of new business was the Discussion and Approval of
Request for Group Activity — 2018 Jolly Mon King Classic Fishing Toumament. Mrs.
Ivey stated Capt. Brant McMullan is requesting approval of the 2018 Jolly Mon King
Classic to be held June 12th-17th, 2018 (Rain Date - August 24th-26th, 2018) from
10am-8pm at Ocean Isle Fishing Center {OIFC). Mrs, Ivey noted the Applicant is
requesting use of the future Town Hall site on the mainland for parking and the $250.00
permit fee has been paid. Mrs. Ivey stated Staff recommends approval of ¢vent
contingent upon special event insurance certification being provided to the Town prior to
the event. Mrs. Ivey stated compliance with sign regulations must be adhered to during
the event and a Tent Permit Application will be required prior to the erection of any tent
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TOWN OF OCEAN ISLE BEACH
THREE WEST THIRD STREET
OCEAN ISLE BEACH, NC 28469

BOARD OF COMMISSIONERS MEETING

September 11%, 2018
MINUTES
MEMBERS PRESENT:

Mayor Debbie Smith Mayor Pro Tem Dean Walters
Commissioner Wayne Rowell Commissioner Carolyn Blythe
Commissioner Betty Williamson Keith Dycus, Planning/Zoning Director
Daisy L. Ivey, Town Administrator Casey E. Reeves, Town Clerk

Ken Bellamy, Chief of Police Dept. Chuck Rash, Chief of Fire Dept.

Mike Isenberg, Town Attormey Bobby Hardy, Public Utilities Director

Justin Whiteside, Asst. Administrator

MEMBERS ABSENT
Commissioner Bob Williams

OTHERS PRESENT:
Approximately 75 Property Owners and Guests
Brian Slattery — Brunswick Beacon

MEETING CALLED TO ORDER
Mayor Smith called the meeting to order with everyone repeating the Lord’s Prayer and

pledging allegiance to the flag.

CONSENT AGENDA
The consent agenda included approval of:
s August 14%, 2018 Board of Commissioners Meeting Minutes
s Approval of ABC Board Travel Policy
* Approval of Adoption of Resolution 2018-22 in Support of Domestic Violence
Awareness Month — October 2018 — Hope Harbor Home

The consent agenda was approved upon a motion of Commissioner Williamson with a second by
Commissioner Rowell. The vote was unanimous.

ADOPTION OF AGENDA

The agenda was amended to insert Discussion Regarding Relocation of Beach Worship
Service— Driftwood Access as New Business Item #2. The amended agenda was approved upon
a motion of Commiissioner Blythe with a second by Commissioner Rowell. The vote was

unanimous.

Exhibit 6 Sept. 11, 2018 Meeting Minutes
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MAYOR REPORTS

Mayor Smith presented an Employee Recognition Award to Accounting Specialist, Tara
Frazier (5 years), and thanked her for her dedication to the Town of Ocean Isle Beach. The
Mayor, Board of Commissioners and Town Administrator, Daisy Ivey, extended words of
gratitude to the 2018 Summer Scavenger Hunt Vendors and Volunteers. Recreation Director,
Hayley Burgess, presented Certificates of Appreciation to those in attendance. Mayor Smith also
extended her gratitude to Boy Scout Troop 201 and Cub Scout Pack 201 for their hard work
during the Beach Trash and Rock Sweep on the East end of the island. Mayor Smith noted the
community volunteer project was conducted in conjunction with the Ocean Isle Beach Fire
Department. Mayor Smith proudly announced that the non-profit group OIB Second Helping
collected over 15,000 Ibs of food from Ocean Isle Beach residents and visitors over the summer
to help feed the hungry in our community. Mayor Pro Tem Walters shared that donations from
the Summer Concert Series totaled upwards of $21,000 for 2018 and noted that all proceeds go
to benefit the local Food Pantry.

DEPARTMENTAL REPORTS
1. Administration — Mis. Ivey presented the financial dashboard as information and noted

an increase in cash and investments. Mrs. Ivey stated there was an overall decrease of
5.47% in Accommeodation Taxes over the same time period last year and a 5.73%
decrease in VRBOs. Mrs. Ivey stated 2018 Property Tax bills had been mailed and noted
a 97.47% collection rate for 2017 Property Taxes ($79,792.68 outstanding), a 98.94%
collection rate for 2016 Property Taxes ($33,049.71 outstanding), and reported
outstanding taxes for 2013-2015 were $891.63. Mrs. Ivey provided an update regarding a
recent Shallow Draft Meeting she and Mayor Smith attended with the Army Corps of
Engineers. Mrs. Ivey reported the Corps notes it was their policy to not allow spoil
islands to be used as locations to deposit dredged materials. Mrs. Ivey stated she and the
Mayor spoke with a Corps representative after the meeting and noted the Town will be
sending a formal letter requesting consideration to use one of the spoil islands located
within the Town limits to deposit dredged material from the next canal dredging project
under the conditions that the Town agree to restore the area to its prior state post project
completion. Mrs. Ivey stated the Board had received packets which included Corps
surveys of the Shallotte Inlet Crossing project and that notable improvements were made
to the area. Mrs. Ivey stated the Town continues to work on preparations for the next
canal dredging project in conjunction with the spoil area issue. Mrs. Ivey commented the
Town is proceeding with the new Town Hall project which was temporarily delayed due
to failure of a flow test. Mrs. Ivey noted that engineers are currently drafting necessary
design modifications to resolve the issue. Mrs. Ivey announced receipt of notification
from the North Carolina Department of Aviation that the Town was awarded 2018 Non-
Primary Entitlement Grant Funds in the amount of $150,000.

2. Police Department — Chief Bellamy noted that overall incidents were down 72% and
arrests were down 77%. Chief Bellamy stated that raffic citations were down 31% and
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storm. Ms. Tatone then stated she thought it was outrageous that the complaints of a

single individual (resident) could potentially cause the beach worship service at
Driftwood access to be moved or discontinued.

Cindy Vanaman-Setzer — 220 W. First Street — Mrs. Vanaman-Setzer asked to go on
record that she was one (1) of seven {7) Driftwood Drive residents who are requesting
that the beach worship service be moved to an alternative location. Mrs. Vanaman-Setzer
stated it was her opinion that the beach worship service has grown too large and should
be moved to Beaufort Access.

Mzr. Earl Shoaf — 20 Driftwood Drive — Mr. Shoaf asked for the names of the 7 Driftwood
Drive residents Mrs. Vanaman-Setzer keeps referring to that are in opposition of the
beach worship service. Mrs. Vanaman-Setzer responded with a list of names noting that
some of the individuals she was referring to have since sold their property and moved.
Mr. Shoaf commented that many of the people Mrs. Vanaman-Setzer named do not live
on Driftwood Drive.

Judy Home — 132 E. Second Street — Mrs. Horne inquired as to why there are sidewalks
on both sides of Second Street, but only one side of First Street. Mayor Smith noted that
the primary reason was the cost factor.

Walter Sauciuc — 234 W. First Street — Mr. Sauciuc commented that he is opposed to the
sale of the Police Department property.

David Martin — 248 E. First Street — Mr. Martin requested for the Town to change the

frequency of Accommodation Tax filing to “quarterly” instead of monthly. Mrs. Ivey
thanked Mr. Martin for his suggestion and commented that she does not feel confident
the State would approve the modification to the payment schedule.

Frances Mayhew — 24 Dare Street — Mrs. Mayhew restated her request from the Open
Forum Meeting (9-10-18) to have a handicapped parking space installed at the gazebo at
Ferry Landing Park on Shallotte Boulevard.

David Little — Visiting Youth Pastor — Mr. Little stated his opposition to any alterations
regarding the beach worship service and noted the importance of the location remaining

the same for the vacationing community.

Cindy Vanaman-Setzer — 220 W. First Street — Mrs. Vanaman-Setzer re-stated her
request from the Open Forum Meeting (9-10-18) that the beach worship service should
be required to have a permit and should be relocated to the Beaufort Street Access.
Mayor Smith stated the Town typically does not require permits for public activities on
the strand including weddings, picnics, church services, etc.
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Being no further comment was heard, Mayor Smith declared the Public Comments
Section closed.

OLD BUSINESS
1. Mayor Smith stated the first item of old business was Discussion and Review of Text

Amendment Application — OIB Development, LLC. Mr. Whiteside summarized the
Planning Board Recommendations for the Text Amendment Application submitted by
OIB Development, LLC regarding modifications to Section 49-33 — Stormwater
Requirements and stated the Board will need to consider the scheduling of a Public
Hearing on October 9th, 2018. Brief discussion was held and a motion was made by
Commissioner Blythe to send the item to Public Hearing. The motion received a second
from Commissioner Rowell and the vote was unanimous.

NEW BUSINESS

1. Mayor Smith stated the first item of new business was the Discussion and Review of
Request to Install No Parking Signs — Driftwood Drive. Mrs. Ivey stated the Town
received arequest from Jeannie Steward for “No Parking™ signs to be installed along
Driftwood Drive on the West End of the island. Mayor Pro Tem Walters stated it is the
policy of the Town to install “No Parking™ signs in locations where safety concerns exist
for pedestrians or motorists. Mayor Pro Tem Walters noted that these conditions are not
present on Driftwood Drive and therefore signage is not necessary. Mayor Pro Tem
Walters noted that signage is typically installed near crosswalks, intersections, or in areas
of unstable sand/soil. Mayor Pro Tem Walters made a motion to deny the request. The
motion received a second from Commissioner Williamson and the vote was unanimous.

2. Mayor Smith stated the next item of new business was Discussion Regarding Relocation
of the Beach Worship Service — Driftwood Access. Mayor Smith stated the Town has
received written correspondence from 56 property owners, 25 visitors, and the Columbus
County Board of Commissioners, all of which were opposed to moving the beach
worship service from its current location at Driftwood Access. Mayor Pro Tem Walters
made a motion {(which he noted was based on public input) to allow the beach worship
service to continue at the Driftwood Access as it has for the past fifty-two years.
Commissioner Williamson seconded the motion and the vote was unanimous.

3. Mayor Smith stated the next item of new business was Discussion and Review of Request
for Group Activity —2nd Helping OIB Fall Fun Day (Fundraiser). Mrs. Ivey stated
Brunswick Family Assistance is requesting approval of a Group Activity Applicationto
conduct the 2nd Helping OIB Fall Fun Day (Fundraiser) on November 10th, 2018 from
§:00am-7:00pm at Pelican’s Perch. Mrs. Ivey stated the fundraiser proceeds will benefit
the BFA “Summer Back Pack™ program for children who have limited access to food
when school is out for summer vacation. Mrs. Ivey noted the Applicant has requested use
of Town Property beside museum for parking and Staff is awaiting confirmation from the
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Applicant regarding the location of overflow parking. Mrs. Ivey noted the Applicant has
requested waiver of fee due to non-profit status ($250). Commissioner Rowell made a
motion to approve the activity and waiver of fee which received a second from
Commissioner Blythe. The vote was unanimous.

4. Mayor Smith stated the next item of new business was Discussion and Review of
Amendment to Town Ordinance - Sec. 54-72. - Beach Vehicular Traffic. Mrs. Ivey
stated Staff is recommending an amendment to the Town Code of Ordinances — Sec. 54-
72 regarding permissible times for bicycles on the beachstrand. Mrs. Ivey explained the
current ordinance states bicycles are prohibited on the beach strand from April 30th -
October 1st of each calendar year and the proposed amendment would reduce the
window of time bicycles are prohibited to Memorial Day — Labor Day. Commissioner
Rowell made a motion to approve the amendment which received a second from
Commissioner Blythe. The vote was unanimous.

5. Mayor Smith stated the next item of new business was Discussion and Review of Public
Hearing Issue - Adoption of a Resolution Authorizing the Filing of an Application for
Approval of a Financing Agreement - Tract 6 of Parcel #257DH00407. Mis. Ivey stated
Town Staff is seeking approval to submit an application for approval of a financing
agreement to purchase property at 5 W. Third Street (vacant lot beside Town Hall) for
use as Town Parking/Open Space Area. Mrs. Ivey stated that an appraisal of the property
is in progress. Mrs. Ivey stated that the application and appraisal must receive approval
from the Local Government Commission and noted that RFPs have been sent to multiple
banks (Crestcom, First Citizens, First Bank, BB&T, and First National). Commissioner
Rowell made a motion to approve the Resolution which received a second from
Commissioner Williamson. The vote was unanimous.

6. Mayor Smith stated the final item of new business was the Discussion and Review of
Offer to Purchase — 2 W. Third Street - OIBPD. Mayor Pro Tem Walters stated an Offer
to Purchase has been submitted by Sloane Realty for the Ocean Isle Beach Police
Department noting Mayor Smith as a principal ovwner of the company. Mayor Pro Tem
noted the Offer to Purchase and appraisal are available for public inspection at Town
Hall. Mayor Pro Tem Walters stated that over the past few years the Board has discussed
the sale of certain Town properties (OIBPD and ABC Store) to help offset the costs
associated with the construction of the new Town Hall. Mayor Pro Tem Walters noted
the police department will always have a presence on the island regardless of the sale of
the current OIBPD property. Town Attorney, Mike Isenberg, explained the three of the
options a municipality may employ to sell real estate which include: {1) Advertisement
for sealed bids, (2) Public auction, and {3) Negotiated offer, advertisement and upset bid
period (N.C.G.8. 160A-269). Mr. Isenberg noted that, pending Board approval, a notice
of the offer would be published and a 10-day period to receive upset bids would
subsequently commence. Mr. Isenberg noted that if any qualifying offer (not less than
ten percent (10%) of the first one thousand dollars ($1,000) and five percent (5%) of the
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TOWN OF OCEAN ISLE BEACH
THREE WEST THIRD STREET
OCEANISLE BEACH, NC 28469

BOARD OF COMMISSIONERS MEETING

October 9%, 2018
MINUTES

MEMBERS PRESENT:

Mayor Debbie Smith Mayor Pro Tem Dean Walters

Commissioner Wayne Rowell Commissioner Carolyn Blythe

Commissioner Betty Williamson Commissioner Bob Williams

Daisy L. Ivey, Town Administrator Casey E. Reeves, Town Clerk

Ken Bellamy, Chief of Police Dept. Chuck Rash, Chief of Fire Dept.

Mike Isenberg, Town Attorney Bobby Hardy, Public Utilities Director

Justin Whiteside, Asst. Administrator Keith Dycus, Planning/Zoning Director
OTHERS PRESENT:

Approximately 30 Property Owners and Guests
K. Boyette - First Bank Representative

Stephanie McMullan — Union Elementary PTO
Paramounte Engineering Representatives

OIB Development Representative

Michael Norton — McGill Associates Engineering
Brian Slattery — Brunswick Beacon

MEETING CALLED TO ORDER
Mayor Smith called the meeting to order with everyone repeating the Lord’s Prayer and

pledging allegiance to the flag.

CONSENT AGENDA
The consent agenda included approval of:
September 10™, 2018 Emergency Meeting Minutes
September 10, 2018 Open Forum Minutes
September 11", 2018 Public Hearing Minutes
September 11, 2018 Board of Commissioners Meeting Minutes
Approval of Waiver of Utility Late Fees — Hurricane Florence
Approval of Amendment to Group Activity Application — Paws-Ability

The consent agenda was amended to move Item #3 - Approval of Request for Parking Lot
Fundraiser for Students to New Business #4. The amended consent agenda was approved upon
a motion of Commissioner Williamson with a second by Commissioner Blythe. The vote was
unanimous.

Exhibit 7 Oct. 9, 2018 Minutes
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ADOPTION OF AGENDA

The agenda was amended to add Discussion and Review of Offer to Purchase — 2 W.
Third Street - OIBPD as New Business Itemn #5 and to modify Section (J) to read — Recess fo
Reconvene on Monday, October 22, 2018 at 9:00am. The amended agenda was approved upon a
motion of Commissioner Rowell with a second by Commissioner Williamson. The vote was
unanimous.

MAYOR REPORTS
Mayor Smith presented an Employee Recognition Award to Ocean Isle Beach Police

Officer, Nathan Brown (5 years), and thanked him for him dedication to the Town of Ocean Isle
Beach. The Mayor, Board of Commissioners and Town Administrator, Daisy Ivey, extended
words of gratitude to Officer Brown for “going the extra mile™.

DEPARTMENTAL REPORTS
1. Administration— Mrs. Ivey presented the financial dashboard as information and stated

there was an overall increase of 5% in Accommodation Taxes over the same time period
last year and a 10% increase in VRBOs. Mrs. Ivey noted a 16.98% collection rate for
2018 Property Taxes, a 97.47% collection rate for 2017 Property Taxes, a 98.56%
collection rate for 2016 Property Taxes, and reported outstanding taxes for 2013-2015
were $897.26. Mrs. Ivey provided an update regarding Hurricane Michael noting that
potential impacts from wind, rain, and erosion were predicted to arrive by Thursday and
encouraged everyone to secure any outdoor furniture and polycarts as a precaution. Mrs.
Ivey stated the Town sent a letter to the Army Corps of Engineers seeking rehabilitation
assistance for Coastal Storm Damage Reduction (CSDR) project for sand lost during
Hurricane Florence. Mrs. Ivey noted the Town is still awaiting data from the Corps
regarding volume losses. Mrs. Ivey stated she was happy to report a Notice of Dismissal
without Prejudice has been filed in conjunction with the Jackson/Hill Aviation legal
issue. Mrs. Ivey commented that NCDOI has completed their review of the new Town
Hall plans and noted the architect is revising and addressing their concerns and that there
is no change to the anticipated construction schedule due to the revisions. Mrs. Ivey
stated the Town hopes to receive bids in November and then present to the LGC for
financing approval later in the year. Mrs. Ivey stated Town staff plans to meet with Waste
Industries during the upcoming week to discuss next year’s sanitation and recycling
schedule. Mrs. Ivey noted some of the topics for discussion include returning to three (3)
pick-ups per week during the Summer season and hiring individuals to assist with
returning polycarts back to homes. Mrs. Ivey announced that construction of the new
Town park would not be scheduled to begin until after the N.C. Oyster Festival has taken
place on Oct 20-21, 2018. Mrs. Ivey congratulated Mayor Smith on her nomination for
the Chamber of Commerce Woman of the Year award and stated the winner would be
announced on November 5, 2018.
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2.

Police Department — Chief Bellamy noted that overall incidents were down 25% and
arrests and accidents {2) remained the same. Chief Bellamy stated that overall citations
were down 51% and calls were down 9.7% (297 total calls). Chief Bellamy stated the
department conducted 220 hours of training and are currently preparing for the upcoming
N.C. Oyster Festival.

Public Utilities Department — Mr. Hardy stated the Depariment completed a repairto a
water main break at Sheffield’s after Hurricane Florence and installed 4 new sewer taps
and 4 water taps. Mr. Hardy reported that only one lift station {(E-1) received damage
during the storm and noted repairs were underway. Mr. Hardy stated the Street
department has been spraying for mosquitos on Monday’s and Thursdays and has
removed numerous trees from the beach strand that washed up during the storm. Mr.
Hardy expressed appreciation to his department for their hard work collecting vegetative
and construction debris from Hurricane Florence. Mr. Hardy noted that 5 — 30yd roll-off
containers were filled and removed as well as 42 garbage truckloads.

Fire Department — Chief Rash reported during the month of September the Department
responded to 21 fire calls for service in the Town (13 in the County), 30 medical calls for
service in the Town (20 in the County), and 4 Mutual Aid responses (2 in Sunset Beach
and 2 in Shallotte Point). Chief Rash reported 88 total calls for service in September (24
of which were during Hurricane Florence) and noted 105 hours of training were
conducted. Mrs. Ivey and the Board of Commissioners thanked all Town Staff and First
Responders for their round-the-clock service and tireless efforts throughout Hurricane
Florence.

Planning/Zoning/CAMA — Mr. Whiteside stated the Town was declared a disaster area
by FEMA for categories A and B (Debris Removal and Emergency Protective Measures).
Mr. Whiteside stated the Town has applied for public assistance and reimbursements.
Mr. Whiteside announced the new drop-off location for the N.C. Oyster Festival will be
on East Second street (near Laurinburg 5t.) which should improve traffic flow and reduce
manpower requirements {OIBPD).

Building Inspections — Mr. Dycus reported permits had been issued for two {2) new
single-family residential homes in the Town limits, and reported a total of 38 permits
were issued with a construction valuation of $1,543,589.00. Mr. Dycus stated 92 total
inspections were performed and permit fees were collected in the amount of $12,707.85.
Mr. Dycus announced Salt Gear and Service received zoning approval to open a new
business at 6855 Beach Drive.

COMMENTS

Mayor Smith opened the floor for Public Comments.
Terry Bryant — Museum of Coastal Carolina, Director — Ms. Bryant expressed her

gratitude to the Town of OIB Fire Department for their assistance in saving the fish in the
Museum during the storm. Ms. Bryant explained that Museum Staff was unable to access
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the island to feed them due to the mandatory evacuation and the fish would not have

survived without the kind efforts of the OIBFD.

Bob Setzer — 220 W. First Street — Mr. Setzer stated he did not agree with the way the
Board handled the issue regarding the beach worship service at Driftwood Drive
(September 11, 2018 meeting) and commented that it was a conflict of interest.

Being no further comment was heard, Mayor Smith declared the Public Comments
Section closed.

OLD BUSINESS

1. Mayvor Smith stated the first item of old business was Discussion and Review of Public
Hearing Issue regarding a Text Amendment Application — OIB Development, LLC. Mr.
Whiteside summarized the Text Amendment Application submitted by OIB
Development, LLC regarding modifications to Section 49-33 — Stormwater Requirements
for Subdivisions and Planned Unit Developments within the Town®s jurisdiction on the
mainland. Mr. Whiteside noted these developments are still required to meet all state
mandated Stormwater requirements. Brief discussion was held and a motion to approve
the amendment was made by Mayor Pro Tem Walters which received a second from
Commissioner Rowell. The vote was unanimous.

NEW BUSINESS

1. Mayor Smith stated the first item of new business was the Discussion and Approval of
PARTF Grant Project Agreement — New Town Park. Mrs. Ivey stated Town Staff is
seeking Board approval of PARTF Grant Project Agreement between the Town of Ocean
Isle Beach and N.C. Department of Cultural Resources for construction of the new Town
Park — 11 E. Second Street. Mrs. Ivey stated approval of the grant would allow the Town
to move forward with construction of the park and noted the amount of the grant was
$498,000 and requires a funding match of $592,836 from the Town. Commissioner
Rowell made a motion to approve the agreement. The motion received a second from
Commissioner Williamson and the vote was unanimous.

2. Mayor Smith stated the next item of new business was the Discussion and Approval of
Memorandum of Agreement — Hurricane Florence Debris Removal within NCDOT
Right-of-Way. Mr. Whiteside explained NCDOT has been authorized to conduct and
arrange for Hurricane Related Debris removal from the public right-of-way of state
maintained roads. Mr. Whiteside noted that with approval from NCDOT, the Town
would be allowed to remove debris from within NCDOT right-of~way and seek
reimbursement from the N.C. Department of Public Safety, Division of Emergency
management, and/or FEMA for such eligible fonctions. Mr. Whiteside commented that
this was a “one-time” agreement and only applied to Hurricane Florence related debris
removal. Commissioner Blythe made a motion to approve the agreement. Commissioner
Rowell seconded the motion and the vote was unanimous.
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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.qov

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.qov/pub42/Hotline.aspx

For additional information contact the
North Carolina Office of the State Auditor at:
919-807-7666

This investigation required 796.5 hours at an approximate cost of $83,752.
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