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Report Highlights

Audit Objective
Determine whether the Town Board (Board) used an 
adequate process to purchase and sell real property in the 
most cost beneficial manner.

Key Findings
 l The Board did not use an appropriate process when 
selling and acquiring property, resulting in the likely 
expenditure of more money than necessary:

 ¡ The Town spent over $3.6 million to purchase and 
renovate the Southside Municipal Center (SMC). 
After an adjustment for the stated value of rent, 
we estimate the sale price was approximately 
$718,000 less than the cost to purchase and 
renovate the SMC. 

 ¡ The Town purchased a former fire hall, senior 
center and a residential building for $586,000. 
The Town estimates it will take $3 million to $4 
million to renovate the building for use as a new 
Town hall.

Key Recommendations
 l Use a deliberate process that fully considers all 
suitable options and long-term implications.

 l Develop specific planning steps prior to initiating 
significant capital projects.

Town officials disagreed with our findings and 
recommendations. Appendix B includes our comments on 
issues raised in the Town’s response letter.

Background
The Town of Aurora (Town) is 
located in Erie County and has 
a population of approximately 
13,800. The Town is governed by 
an elected five-member Board, 
which is composed of four Board 
members and the Town Supervisor 
(Supervisor). The Board is 
responsible for operations and 
finances. 

The Town purchased the SMC in 
2008 and moved the Town hall to 
the SMC in late 2012. The building 
has 106,400 square feet of office 
space of which the Town currently 
occupies around 6,000 square 
feet. In 2016 the Board sold the 
SMC and purchased properties to 
use for a new Town hall.

Audit Period
January 1, 2016 – February 13, 
2018. 

We extended our audit period 
back to December 10, 2007 to 
review the SMC acquisition and 
renovations.

Town of Aurora

Quick Facts

2018 General 
Fund Budgeted 
Appropriations

$4.7 million

SMC Sale Price $2.9 million

Cash Received from the 
Sale of SMC $2.2 million
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What Should the Town Do When Purchasing and Selling Real 
Property?

A board is responsible for exercising due diligence when considering the 
purchase or sale of real property. A board has a fiduciary duty to secure the best 
price obtainable in its judgment or the most beneficial terms in the public interest. 
Before real property is acquired, a board should conduct a feasibility study, and 
estimate the potential costs, including the cost of any needed renovations. 

When real property is no longer needed for town purposes, a board, upon 
adoption of a resolution subject to permissive referendum, may sell the real 
property. The method of sale chosen is within a board’s discretion, but should 
be the one which a board believes will yield the best price or maximum financial 
benefits. To fulfill its fiduciary duty, a board should take appropriate measures, 
which may include obtaining one or more appraisals and using a real estate 
broker to identify potential buyers to help ensure that when the building is sold, 
the town realizes the maximum financial benefits. 

Good Business Practices Were Not Followed for the SMC Sale 

On July 25, 2016, the Board adopted a resolution declaring the Southside 
Municipal Center (SMC) surplus and agreed to sell the building to a private 
developer (SMC purchaser) for $2.2 million. However, the Board did not follow 
good business practices when it sold the SMC. The Board received only one offer 
for the property, did not use a real estate broker to identify potential buyers and 
did not publicly advertise the sale to obtain other offers, for a potentially higher 
selling price. 

The Supervisor told us that he was approached by the SMC purchaser with 
interest in acquiring the SMC. A Town employee, who is a licensed appraiser, 
presented a formal property appraisal to the Board three days before it authorized 
the sale and estimated the property’s market value at approximately $1.97 million. 
The Town purchased the SMC in 2008 for $1.8 million. From 2011 through 2016, 
the Town spent approximately $1.8 million on renovations and improvements to 
office areas, electrical, plumbing, roof, LED lighting and the parking lot.

On October 24, 2016, the Board approved an amended sales contract with the 
SMC purchaser that included an amended sales price of almost $2.9 million. 
As part of the sales contract, the Town retained ownership of certain property 
including several baseball fields.

Real Property Acquisition and Sale
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Figure 1: Amended Sales Price Breakdown
Cash to the Town $2,210,000
Add: New York Power Authority (NYPA) Loan Reimbursementa  $359,800
Add: Rent Creditb  $297,000
Total Revised Sale Price $2,866,800 
a The SMC purchaser will reimburse the Town for payments made on the loan over a 10-year period.

b The Town will not be required to pay rent to the SMC purchaser in 2017, 2018 and 2019.

The Town received $2.2 million in cash at the closing on November 1, 2016. 

The SMC purchaser agreed to provide the Town with three years of rent 
(2017, 2018 and 2019) valued in the amended sales contract at $297,000 for 
approximately 6,000 square feet of office space ($16.50 per square foot per 
year). In addition to the rent credit, the Town agreed to pay the SMC purchaser 
monthly a common area maintenance fee of $1,125 and utilities of $795, for a 
total additional annual fee of $23,040.1 The value of the rent credit was used to 
calculate a lower cash payment to the Town, and may be overstated. The Town 
charged tenants an average rental fee of $10.49 per square foot. Using this rate, 
the value of the rental credit would be $188,800, a difference of $108,200.

Prior to this, on May 11, 2015, the Board approved an energy efficiency project at 
the SMC, which was financed entirely as a loan by the New York Power Authority 
(NYPA). This project was completed in August 2016. According to Town officials, 
the NYPA loan is not transferrable. Therefore, the Town is required to make 
payments to NYPA until the loan is paid over a 10-year period. 

According to the sales contract, the SMC purchaser was required to reimburse 
the Town within five days of notification from Town officials that the Town made a 
NYPA loan payment. However, the Town is still liable for the NYPA loan and the 
contract provides no assurance that the Town will receive the funds if the SMC 
purchaser sells the SMC or becomes insolvent. As of December 31, 2017, the 
SMC purchaser had properly reimbursed the Town for eight payments totaling 
approximately $26,000 leaving approximately $334,000 remaining on the NYPA 
loan reimbursement.

We compared the Town’s cost of the SMC building including renovations with the 
sale price. We considered the value of the baseball fields that were retained by 
the Town and reduced the sale price for the adjusted rent credit. We estimate that 
the sale price was nearly $718,000 less than the cost incurred to purchase and 
renovate the SMC building. If the SMC purchaser ever failed to reimburse the 
Town for the NYPA loan (e.g., if the SMC purchaser sells the SMC or becomes 
insolvent), the difference would be greater.
1 The Town has the option to stay at the SMC for two additional years (2020 and 2021) for a total rental cost of 
$81,000. The rent would be $36,000 ($6 per square foot) in 2020 and $45,000 ($7.50 per square foot) in 2021. 
In addition, the Town would continue to be charged the common maintenance fee and utilities.
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Figure 2: The Town’s SMC Cost Versus Sale Price
The Town’s Purchase Price $1,820,100
Add: Renovation and Improvement Costs $1,787,900
Less: Value of the Baseball Fieldsa $131,600
Total SMC Cost $3,476,400
Less: Sale Price (Figure 1) $2,866,800 
Less: Rental Credit Adjustment $108,200
Recalculated Sale Price $2,758,600
Difference $717,800
a According to the Town Assessor, the assessed value of the baseball fields 
was $50,000. We estimated the market value by dividing this assessed value 
by the equalization rate (38 percent).

Town officials told us that the Board decided to the sell the SMC because the 
Town was presented the opportunity to purchase the former fire hall from the 
Village of East Aurora (Village) and they believed that the Town was not legally 
allowed to rent out excess capacity in Town-owned buildings to private entities. 
However, while towns are not authorized to engage in the real estate business, 
it is permissible for towns to acquire a building containing space in excess of its 
current needs and rent out the excess space, if a town reasonably anticipates 
using the excess space for town purposes in the foreseeable future.2  

The Town plans to stay at the SMC until it can move to the former fire hall it 
purchased from the Village. Renovations are expected to be completed by 
December 31, 2019. Town officials told us that the intent of purchasing the SMC 
was to consolidate with other government offices. Subsequent to the purchase 
this did not occur. While Town officials would not have been required to sell 
the SMC due to excess capacity, they should have obtained a consolidation 
commitment from these entities before purchasing the SMC.

We noted that the Town had an average annual SMC rent revenue of $536,000 
during its ownership, with average expenses, including depreciation, of $309,000. 
This resulted in an average annual surplus of $227,000. SMC operations were 
accounted for in an enterprise fund. As of December 31, 2015, the year before the 
Town sold the property, the enterprise fund equity totaled $1.6 million. Because 
the Town was accumulating a surplus from rental income, we question whether 
it was a good decision to sell the building, especially at an amount less than the 
purchase price and the cost of renovations and improvements. 

After the SMC sale, the enterprise fund’s equity was almost $2.6 million.3 Because 
surplus from the rental of property can be used for town-wide purposes, Town 

2 Refer to New York State Comptroller’s (OSC’s) Opinion 81-197, as an example. 

3 Includes cash from the SMC sale of $2.2 million and rental income of approximately $1.1 million less 
approximately $700,000 for the loss on the sale.
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officials transferred $906,000 to the town-wide general fund. The remaining 
funds of approximately $1.7 million were transferred to a mandatory reserve for 
debt service to pay the remaining debt on the Town’s SMC purchase ($525,000), 
SMC renovations ($590,000), parking lot/HVAC improvements ($420,000) and 
estimated interest ($165,000).

Good Business Practices Were Not Followed When Acquiring Other 
Real Property

On June 27, 2016, the Board discussed the option to purchase the senior 
center for $350,000 and the former fire hall located next to the senior center for 
$100,000. Although both properties were owned by the Village, Town officials 
leased the senior center for approximately 17 years. Town officials planned to 
convert the fire hall into a new Town hall.

Officials told us that a primary reason for purchasing the fire hall was that they did 
not want the Town to lose the fire hall parking lot, if the Village sold the property 
to a developer, because the parking lot was used by the senior center. In addition, 
officials told us that property available for purchase in the Town is limited.

On July 25, 2016, the Board authorized the purchase of both buildings for 
$450,000. In July 2017, the Town purchased a residential building next to the 
fire hall for $137,000. Town officials planned to demolish this building to create 
additional parking at the new Town hall. As of December 31, 2017, the Town spent 
a total of approximately $719,000 to purchase these three properties and for 
preliminary renovation costs.4 

The Board did not follow good business practices before it purchased these 
properties because it did not conduct a feasibility study for the proposed project, 
develop a project budget, obtain estimates for the cost of renovations (necessary 
to convert the building into Town hall) or obtain a professional appraisal5 to establish 
the approximate value of the properties before it approved the purchases. 

Town officials told us they did not perform a feasibility study because they had an 
architect view the fire hall and provide an opinion before the purchase was made. 
However, officials were unable to provide written evidence showing the architect’s 
assessment. The Village conducted an engineering study before selling the fire 
hall showing that it could cost at least $500,000 to make the fire hall comply with 
the current building code. Town officials were aware of the study and told us that 
it would have little effect on the Town because they planned to fully renovate the 
interior.

4 This includes purchase of these properties of $450,000 and $137,000 plus preliminary renovation costs of 
$132,000.

5 The Town obtained a professional appraisal of $136,900 for the residential building.
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Although Town officials told us the estimated cost to convert the fire hall to the 
Town hall ranged from $3 million to $4 million, the Board has not adopted a 
budget for these renovations. 

The Supervisor provided us with an architect’s estimate totaling $5 million for 
renovations, dated February 19, 2018 (after the Town purchased the building). 
However, the Supervisor told us that he felt this estimate was more than the 
renovations would actually cost, but could not provide us with any other written 
estimates or specifications. The planned renovations included demolishing the fire 
hall’s interior, constructing offices and installing new roofs on the fire hall and the 
senior center. Town officials estimate the Town may spend a total of $4.2 million6  
on the new Town hall project, or 17 percent more than the SMC’s purchase 
price plus renovations and improvements. The costs could be even greater if the 
architect’s estimate turns out to be accurate.

Because the Board did not use an appropriate process when acquiring and selling 
real property, the Town may have expended more money than necessary. 

What Do We Recommend? 

The Board should:

1. When selling unneeded real property, take appropriate measures to 
ensure the sale will yield the best price obtainable or maximum financial 
benefits. 

2. Obtain one or more independent appraisals on real property it intends to 
purchase or sell to help ensure the price is reasonable.

3. Review the financial impact before making the decision to sell an 
unneeded building and help ensure it is the best financial decision for the 
Town. 

4. Exercise due diligence when acquiring real property using a deliberate 
process that fully considers all suitable options and long-term implications.

5. Ensure an appropriate process is used that requires specific planning 
steps for all significant capital projects.

6 $3.5 million for Town officials’ estimated renovation and improvement costs (no written estimate was 
provided), $587,000 for the purchase of the properties and $132,000 for preliminary renovation as of December 
31, 2017.
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Appendix A: Response From Town Officials

See
Note 1
Page 12
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See
Note 2
Page 12

See
Note 3
Page 12
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See
Note 4
Page 12

See
Note 5
Page 12
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See
Note 6
Page 12

See
Note 7
Page 13
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Appendix B: OSC Comments on the Town’s 
Response

Note 1

After our review of the Town’s response letter, we concluded that we did not need 
to modify our report. Many explanations in the response appear contradictory 
and do not clarify or demonstrate how these real estate transactions were in the 
Town’s best financial interests. For example, officials indicated that the SMC’s 
rental revenues were sufficient to cover all bond payments and maintenance 
costs, and still generate surplus funds. 

However, officials also indicated the Town should sell the SMC, in part because 
they may be unable to lease the excess space. Meanwhile, officials further 
indicated that the Town should purchase the fire hall/senior center, which will 
require substantial renovations, in part due to the high demand for property in the 
Village. Yet, the Town previously owned a building in the Village (i.e., the SMC) 
that had significant space and parking that could meet certain Town needs, such 
as a senior center program.

Note 2

We are unclear what preferences Town officials are referring to.

Note 3

This was subsequent to our audit fieldwork.

Note 4

The baseball fields were constructed in 2012. The report indicates that these 
fields are valued at $131,600 ($108,200 was the difference between the 
contracted rent credit and the recalculated rent credit).

Note 5

New York State OSC’s Opinion 90-37 discusses situations when a prospective 
purchaser of unneeded municipal real property has a proposed use for that 
property. The opinion states that a local government may accept the lower of 
two offers for the property if the local government, reasonably and in good faith, 
determines that the proposed use will ultimately bring the greatest amount of 
revenue to the local government. The opinion further notes that local officials must 
be prepared to objectively demonstrate that there is a reasonable expectation 
that the proposed use will actually be implemented. The opinion does not 
address situations in which a prospective purchaser merely has a past record of 
successful projects and well-maintained facilities.

Note 6

The average surplus on the SMC rental is discussed on page 4 of our report.  
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Note 7

Our report refers to the use of a broker as one step officials may take to help 
obtain the maximum financial benefits when selling real property. Our report does 
not state that the Town was required by law to use a broker.
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Appendix C: Audit Methodology and Standards

We conducted this audit pursuant to Article V, Section 1 of the State Constitution 
and the State Comptroller’s authority as set forth in Article 3 of the New York 
State General Municipal Law. To achieve the audit objective and obtain valid audit 
evidence, our audit procedures included the following:

 l We interviewed Town officials to gain an understanding of the processes for 
the property acquisition, renovations and sale.

 l We reviewed Board minutes from 2007 to present for information relating to 
the property acquisition, renovations, sale and financing.

 l We reviewed all available records concerning the SMC acquisition and sale, 
fire hall, senior center and residential building acquisition including:

 ¡ Purchase agreements

 ¡ Purchase contracts

 ¡ Appraisals

 ¡ Closing documents

 ¡ Loan agreements

 l We reviewed the cost to renovate the SMC and the estimated costs to 
renovate the fire hall and senior center.

 l We recalculated the rental credit for the SMC sale based on the average 
rental fee (per square foot) received by the Town annually, we recalculated 
the sales price of SMC and the fair market value of the baseball fields. 

 l We reviewed documents related to the financing of the purchases of real 
property and renovations.

We conducted this performance audit in accordance with GAGAS (generally 
accepted government auditing standards). Those standards require that we 
plan and perform the audit to obtain sufficient, appropriate evidence to provide a 
reasonable basis for our findings and conclusions based on our audit objective. 
We believe that the evidence obtained provides a reasonable basis for our 
findings and conclusions based on our audit objective.

A written corrective action plan (CAP) that addresses the findings and 
recommendations in this report should be prepared and provided to our office 
within 90 days, pursuant to Section 35 of General Municipal Law. For more 
information on preparing and filing your CAP, please refer to our brochure, 
Responding to an OSC Audit Report, which you received with the draft audit 
report. We encourage the Board to make the CAP available for public review in 
the Town Clerk’s office.
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Appendix D: Resources and Services

Regional Office Directory 
www.osc.state.ny.us/localgov/regional_directory.pdf

Cost-Saving Ideas – Resources, advice and assistance on cost-saving ideas 
www.osc.state.ny.us/localgov/costsavings/index.htm

Fiscal Stress Monitoring – Resources for local government officials 
experiencing fiscal problems 
www.osc.state.ny.us/localgov/fiscalmonitoring/index.htm

Local Government Management Guides – Series of publications that include 
technical information and suggested practices for local government management 
www.osc.state.ny.us/localgov/pubs/listacctg.htm#lgmg

Planning and Budgeting Guides – Resources for developing multiyear financial, 
capital, strategic and other plans 
www.osc.state.ny.us/localgov/planbudget/index.htm

Protecting Sensitive Data and Other Local Government Assets – A non-
technical cybersecurity guide for local government leaders  
www.osc.state.ny.us/localgov/lgli/pdf/cybersecurityguide.pdf

Required Reporting – Information and resources for reports and forms that are 
filed with the Office of the State Comptroller  
www.osc.state.ny.us/localgov/finreporting/index.htm

Research Reports/Publications – Reports on major policy issues facing local 
governments and State policy-makers  
www.osc.state.ny.us/localgov/researchpubs/index.htm

Training – Resources for local government officials on in-person and online 
training opportunities on a wide range of topics 
www.osc.state.ny.us/localgov/academy/index.htm

http://www.osc.state.ny.us/localgov/regional_directory.pdf
http://www.osc.state.ny.us/localgov/costsavings/index.htm
http://www.osc.state.ny.us/localgov/fiscalmonitoring/index.htm
http://www.osc.state.ny.us/localgov/pubs/listacctg.htm#lgmg
http://www.osc.state.ny.us/localgov/planbudget/index.htm
http://www.osc.state.ny.us/localgov/lgli/pdf/cybersecurityguide.pdf
http://www.osc.state.ny.us/localgov/finreporting/index.htm
http://www.osc.state.ny.us/localgov/researchpubs/index.htm
http://www.osc.state.ny.us/localgov/academy/index.htm


Like us on Facebook at facebook.com/nyscomptroller  
Follow us on Twitter @nyscomptroller

Contact
Office of the New York State Comptroller 
Division of Local Government and School Accountability 
110 State Street, 12th Floor, Albany, New York 12236

Tel: (518) 474-4037 • Fax: (518) 486-6479 • Email: localgov@osc.ny.gov

www.osc.state.ny.us/localgov/index.htm

Local Government and School Accountability Help Line: (866) 321-8503

BUFFALO REGIONAL OFFICE – Jeffrey D. Mazula, Chief Examiner

295 Main Street, Suite 1032 • Buffalo, New York 14203-2510

Tel (716) 847-3647 • Fax (716) 847-3643 • Email: Muni-Buffalo@osc.ny.gov

Serving: Allegany, Cattaraugus, Chautauqua, Erie, Genesee, Niagara, Orleans, Wyoming 
counties

https://www.facebook.com/nyscomptroller
https://twitter.com/nyscomptroller
mailto:localgov@osc.ny.gov
http://www.osc.state.ny.us/localgov/index.htm
mailto:Muni-Buffalo@osc.ny.gov
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