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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 19591 and is located in Brunswick County,2 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.3 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.4  

KEY FINDINGS 
• The Mayor derived a direct benefit5 by making6 and administering7 a contract for 

property (land and a building) she acquired from the Town. 

• 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. 

• The Board of Commissioners (Board) inappropriately discussed details of the sale8 of 
Town property in closed session and failed to disclose those discussions to the public. 

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

                                                      
1 https://oceanislebeach.com/the-history-of-ocean-isle-beach/ 
2 https://www.intracoastalrealty.com/blog/history-ocean-isle-beach-nc/ 
3 https://www.oibgov.com/pview.aspx?id=20701&catid=563 
4 Ibid. 
5 Pursuant to North Carolina General Statutes §14-234(a1)(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(a1)(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(a1)(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.  

 



 

 

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 
15th 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 §147-64.6(c)(16) and §147-64.6B, 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. §147-64.6(c)(12). We appreciate the cooperation 
received from the management and employees of the Town of Ocean Isle Beach during our 
investigation. 

Respectfully submitted, 

 
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 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 

• 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 §147-64.6(c)(16) and §147-64.6B. 
 
The Town was incorporated in 19599 and is located in Brunswick County,10 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.11 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.12  
 
Events Leading to the Mayor’s Acquisition of the Police Department Property 
 

• February 2018 - A Town resident expressed an interest to the Town Administrator in 
purchasing the Town’s police department building and land13 (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.  

 
• 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. 

• 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.”  

• 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 

                                                      
9 https://oceanislebeach.com/the-history-of-ocean-isle-beach/ 
10 https://www.intracoastalrealty.com/blog/history-ocean-isle-beach-nc/ 
11 https://www.oibgov.com/pview.aspx?id=20701&catid=563 
12 Ibid. 
13 The police department property is located at 2 West Third Street, Ocean Isle Beach. 
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 Mayor owns 50% and her brother owns 50%. The offer contained a settlement date of 
December 30, 2019. 

• 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 $483,753.50.14 The Mayor’s real estate company then wrote a $25,000 
check payable to the Town as a deposit for the Property. 

• 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.  

• 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 benefit15 by acquiring 
Town property in a transaction where she was involved in making16 and administering17 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 interest18 purchased the Ocean Isle 
Beach police department building and land19 (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,20 which would require 

                                                      
15 Pursuant to North Carolina General Statutes §14-234(a1)(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(a1)(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(a1)(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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FINDINGS AND RECOMMENDATIONS 

 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 law21 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.22  Specifically: 

• 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. 

• 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.23 Specifically, subdivision (a1) 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) 

                                                      
21 North Carolina General Statutes §14-234. 
22 Ibid. 
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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FINDINGS AND RECOMMENDATIONS 

 
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 15th 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 
session24 board meetings.25 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,26 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 law27 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 §14-234.1, she stated, “No, I can not say that I 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 §14-234.1(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, or in 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 pecuniary28 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 15th 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/. 

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 
closed29 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: 

• On May 8, 2018, to “briefly discuss the sale of the Police Department” Property.30 

• On June 12, 2018, to again discuss the sale of the Property.31 
During both of the closed sessions, the Board discussed the sale of the Property,32 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 law33 states attorney-client privilege 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 §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.34  
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: 

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

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

• Amendment #3 dated September 30, 2020 extending the close date from 
September 30, 2020 to October 30, 2020.35 

                                                      
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 ...”36 

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 §160A-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.  



 

 

 

 

 
APPENDIX 



 

10 

APPENDIX A 

 
 



 

 

 

 
STATE AUDITOR’S 

RESPONSE 
 



 

11 

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.) §160A-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. §160A-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. §14-234 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. §14-234 prohibits a public officer from benefiting from a public contract (with 
exceptions), while N.C.G.S. §160A-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. 
§14-234 is applicable to this transaction, this transaction is specifically excepted under the 
provisions of N.C. Gen. Stat. §14-234(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. §14-234(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 $40,000.37 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.”38   

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. §14-234 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/ 

http://canons.sog.unc.edu/2015/06/the-north-carolina-criminal-self-dealing-statute-g-s-14-234-five-things-you-should-know/
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 pecuniary39 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 exculpatory40 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, I would have remembered it.”  

                                                      
39 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/. 

https://thelawdictionary.org/pecuniary/
https://thelawdictionary.org/exculpatory/


 

13 

STATE AUDITOR’S RESPONSE 

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