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November 20, 2018 
 
Larry Plourde 
Chief Administrative Officer 
Village of Gold River 
499 Muchalat Drive 
Gold River, BC, V0P 1G0 

Dear Mr. Plourde: 

RE: FINANCIAL SUSTAINABILITY AS AT DECEMBER 31, 2017 

At your request we have prepared a Report setting forth observations 

regarding factors that affect the longer term financial sustainability 

of the Village of Gold River (“Gold River” or the “Village”) as at 

December 31, 2017 (the “Year End Date”). 

We understand the conclusions contained within our report may be 

used for the purpose of assisting Gold River’s Administration in 

understanding the risks and vulnerabilities inherent in the ongoing 

financial management of the Village in its current circumstances, 

their possible implications, and to assist with the evaluation of 

options and priorities in the future. 

Based on the scope of our review and subject to the restrictions, 

qualifications and assumptions noted herein, as at the December 31, 

2017, we determined that: 

• Continuing to operate and fund Gold River’s infrastructure and 

services provided in the manner they have been managed 

historically  (“Status Quo”) does not appear sustainable in the 

long term; 

• Gold River’s annual financial deficits are forecast to increase in 

future, which will significantly decrease its accumulated surplus 

over time; 

• While Gold River currently has a sizeable accumulated surplus, 

the forecast annual financial deficits will yield a deterioration 

of this accumulated surplus which presents financial risk and 

will erode the Village’s future sustainability;  

• A significant contributing factor to Gold River’s forecast deficits 

is the expected operating losses arising from the  Parks, 

Recreation and Culture’s operations; 

• Gold River’s population base offers challenges in meeting the 

funding needs for both an ice rink and an a swimming pool;  

• Without significant new sources of revenue or other expense 

reductions, Gold River should consider a Parks, Recreation and 

Culture’s service review as to determine the appropriate level 

of services for recreation facilities to prevent a significant 

deterioration of its accumulated surplus in future; and 

• Increased taxation of the residents of Gold River on its own will 

not be sufficient to eliminate the funding gap in the Village’s 

forecast annual deficit. 

A summary of the methodology leading to our conclusion is set out 

in the balance of this report. Should you wish to discuss the results 

of our analysis or require further clarification, we would be pleased 

to meet with you at your convenience. 

Yours truly, 

 
 
Spencer Cotton, CPA, CA, CBV 
Partner through a corporation 
BDO Canada LLP 
Chartered Professional Accountants 
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Purpose 

We understand that our report is to assist Gold River in understanding 

the risks and vulnerabilities inherent in its current circumstances, 

their possible implications, and to assist council in evaluating options 

and priorities in the future. Under no circumstances will our report 

or our conclusions be publicly disclosed by Gold River for any purpose 

other than set out in this paragraph, unless agreed to in advance in 

writing by us in each specific instance. 

Statement of Independence 

We confirm the professional staff involved in preparing this report 

acted independently and objectively. Our fees for this engagement 

were based strictly on professional time expended and were in no 

way contingent upon the conclusions of this report or any action or 

event resulting from the use of this report. 
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Scope of Review 

In the attached Appendix B, we provide a list of documents reviewed 

and relied upon in arriving at our analysis. Without independent 

verification, we relied upon this data as accurately reflecting the 

results of Gold River’s operations and financial positions. We did not 

audit this data and we express no opinion or other form of assurance 

regarding its accuracy, completeness or fairness of presentation. 

Background 

The Village of Gold River is a village located close to the geographic 

centre of Vancouver Island in British Columbia, Canada. The Village 

provides municipal services such as fire, public works, planning, 

parks, recreation and other general government services. Currently, 

Gold River operates and maintains both an ice rink and an indoor 

swimming pool, and manages a wharf (which are a relatively high 

level of services for a community with a small tax base). 

We understand there used to be a major pulp mill operating in the 

Village but it had shut down in 1998. Further, we understand at 

around that time, the population was 2,041 based on the 1996 

Census. The industrial tax base from the pulp mill had contributed 

$1,758,000 to the Village’s total general taxes collected of 

$2,225,000 in 1998. Based on the 2016 Census,  Gold River’s 

population was 1,212 people. We understand that Gold River’s total 

taxes collected was approximately $896,000 in 2017. The reduction 

in the tax base and population decline both have significant impacts 

on Village revenues, usage of the recreation facilities and the 

ongoing sustainability of community services and infrastructure. 

 



Page | 4 

 

Mandate 

We have been requested to review the financial sustainability of 

Gold River’s finances. Specifically, we have been asked to provide a 

high-level review of Gold River’s revenues, expenditures, and capital 

spending with a view towards indicating key priorities that should be 

assessed in the context of long-term financial stability. 

We have performed a review of Gold River’s current and future 

revenues and expenses and provided hypothetical scenarios of the 

financial sustainability from 2018 to 2027 for purposes of illustrating 

the longer term impacts associated with certain possible courses of 

action undertaken by Gold River’s Administration. In addition, we 

have compared Gold River to comparable municipalities to assess its 

status compared to its comparable municipalities. Finally, we have 

been asked to consider potential courses of action available to the 

Council of Gold River to address the situation. 

Key Takeaways 

In order to better understand Gold River’s revenues and 

expenditures in the context of its population size and tax base, we 

undertook a comparison of Gold River to possible comparable 

municipalities in British Columbia. The key takeaways from this 

comparison, based on the 2016 Municipal General and Financial 

Statistics from Government of British Columbia website, are set out 

as follows: 

Comparison to its Comparable Municipalities 

1. Gold River’s municipal tax collected per capita of $695 in 2016 

is in line with the median comparable municipalities (refer to 

the section titled “Analysis of Municipal Tax” on page 8). 

2. Gold River’s spending is excessively high per capita (2016 - $733) 

on its Parks, Recreation and Cultures operating segment (refer 

to the section titled “Analysis of Parks, Recreation and Cultures 

Expenses” on page 11). 

3. Gold River has the smallest municipality population that has 

both an ice rink and pool (refer to the section titled 

“Comparable Municipalities with Both an Ice Rink and Pool” on 

page 12). 

4. Similar to Gold River’s comparable municipalities, user fees 

cover only a very small portion of the expenses relating to 

operating the Parks, Recreation and Cultures segment of the 

Village’s operations. This substantially contributes to the deficit 

(refer to the section titled “Comparable Municipalities with 

Both an Ice Rink and Pool” on page 14). 
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5. Similar to Gold River’s comparable municipalities, raising user 

fees on the ice rink and pool would not have a material impact 

on the operating deficit relating to the Parks, Recreation and 

Cultures segment (refer to the section titled “2016 Parks, 

Recreation and Culture Sales of Services per Capita for 

Comparable Municipalities with an Ice Rink and Pool” on page 

14). 

Recent Historical Results 

1. Gold River has been operating in annual deficit positions for the 

past eight years (refer to the section titled “Analysis of 

Operating Results” on page 16). 

2. Assuming the current trend continues and no new significant 

sources of revenues  are found nor expenditures reduced, the 

annual deficit is expected to continue to increase (refer to the 

section titled “Analysis of Operating Results” on page 16). 

3. The Parks, Recreation and Culture segment is the main culprit 

of Gold River’s current annual deficit (refer to the section titled 

“Performance of Gold River’s Parks, Recreation and Culture 

Segment” on page 12). 

Forecast Results of 2018 through 2027 

1. Based on maintaining the Status Quo (which reflects maintaining 

the current tax and user fee levels, maintaining the same level 

of services for the Parks, Recreation and Cultures segment, and 

continuing annual deficits averaging $500,000) Gold River’s 

accumulated surplus is expected to significantly deteriorate as 

a result of the continuing increasing annual deficits, and 

increased labour costs. The Status Quo does not contemplate 

the increased capital expenditures per the Asset Management 

Plan. For a detailed analysis, refer to the section titled 

“Forecast Accumulated Surplus to 2027” starting on page 18). 

Potential Courses of Action to Consider 

1. In the absence of substantial changes to the Village’s financial 

plan, the Village will be required to utilize its Accumulated 

Surplus to fund operations, eroding its net financial position 

which is not sustainable over the long term.  Potential courses 

of action could include: 

2. An increase in municipal taxes and/or user fees for the 

recreational facilities will not be sufficient by itself to address 

the expected annual deficits in 2018 through 2027. 

3. If available, Gold River should attempt to get recurring annual 

provincial or federal funding for its recreation facilities. We are 

unaware of any such funding, but further investigation should 

be undertaken. 

4. A significant reduction of expenditures in Parks, Recreation and 

Cultures (such as reducing the seasonal or weekly schedules) 

could reduce the expected deterioration of the Accumulated 

Surplus balance over the forecast period. 
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Comparison to its Comparable Municipalities 

First we identified which municipalities in British Columbia were 

most comparable to Gold River. Refer to the Methodology section in 

this Report for a description of how we determined which 

municipalities were comparable.  

The resulting list of somewhat comparable municipalities were 

identified: 

 

We then selected key metrics and used them to assess Gold River’s 

relative financial status to its comparable municipalities. As set out 

herein, we further narrowed our assessment of somewhat 

comparable municipalities in order to more closely observe Gold 

River’s expenses and other statistics on a per capita basis versus 

those of other reasonable comparable municipalities. 

Analysis of Property Taxes 

2016 Property Taxes and Charges per Representative House 

We began by examining the total property taxes and charges paid 

per representative house in Gold River and its comparable 

municipalities. These property taxes include all taxes collected for 

municipalities, regional districts, schools and other services. The 

results are as follows: 

 

Residents in Gold River paid an average of $2,353 in property taxes 

per representative house, which was lower than the median 

comparable municipalities property taxes paid per representative 

house of $2,742 in 2016.  At first glance, this would suggest that a 

potential future property tax increase could be used and would only 

result Gold River being in line with its comparable municipalities. 

Barriere Invermere Port McNeill

Burns Lake Lillooet Queen Charlotte

Cache Creek Masset Tofino

Clearwater Nakusp Ucluelet

Duncan Pemberton Valemount

Harrison Hot Springs Port Hardy
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2016 Property Taxes as a Percentage of Property Value 

We then examined the total property taxes as a percent of 

representative house value in Gold River and its comparable 

municipalities. The results are as follows: 

Residents in Gold River paid an average of property taxes of 1.95% 

of their property values in 2016, which was significantly higher than 

the median property taxes as a percent of property values of the 

comparable municipalities of 1.38%. As shown in the next chart, the 

residents in Gold River pay a higher percent of their property value 

in taxes, the underlying reason is that property values are 

significantly lower in Gold River. Based on this ratio, there is 

insufficient scope to raise taxes in a manner that would meaningfully 

reduce the annual deficit.  

2016 Representative House Value 

We then examined the representative house values in Gold River and 

its comparable municipalities. The results are as follows: 

 

Residents in Gold River had an average representative house value 

of $120,512, which was significantly lower than the median 

representative house value for its comparable municipalities of 

$176,527. Lower house values results in residents in Gold River 

having to pay higher property taxes as a percent of their property 

values to ensure the relatively same property taxes per capita are 

collected. 
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Summary Regarding Property Taxes 

While residents in Gold River pay lower property taxes than the 

comparable municipalities, they pay a higher percent of their 

property value in taxes, the underlying reason is that property values 

are significantly lower in Gold River. This is consistent with our 

general knowledge that smaller municipalities pay a higher amount 

of taxes per capita assuming a similar level of services provided to 

residents due to economies of scale.  

As property values in Gold River increase relative to other 

municipalities, property taxes as a percentage of property value will 

decrease and move closer to the median. 

Analysis of Municipal Tax 

However, as property taxes do not relate only to municipal taxes 

collected but include taxes for school, regional, hospital and other 

services, the more relevant measure on the financial sustainability 

of Gold River would relate to the municipal tax portion of property 

taxes collected instead of the combined property taxes. Therefore, 

we examined the amount of municipal tax collected per capita 

collected by Gold River compared to its comparable municipalities. 

The results are as follows: 
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Gold River collected $694 in municipal tax per capita in line with the 

median comparable municipalities tax collected per capita of $695 

in 2016. The average comparable municipalities tax collected per 

capita of $850 is skewed by three comparable municipalities 

(Harrison Hot Springs, Tofino and Ucluelet). Interestingly, Tofino and 

Ulcluelet do not provide the same level of recreational services (ice 

rink and swimming pool) that Gold River does, but their municipal 

taxes per capita are the highest of the comparable municipalities. 

Finally, this analysis would indicate that if Gold River significantly 

increased municipal taxes then the residents in Gold River would be 

paying higher than the median of its comparable municipalities. 

Analysis of Expenditures 

2016 Total Expense per Capita 

We began by examining the total expenses (including amortization) 

in Gold River and its comparable municipalities in 2016. The results 

are as follows: 

 

Gold River had total expense per capita of $2,673 which was a bit 

higher than the median total expense per capita of $2,469 for its 

comparable municipalities. We determined the need to examine 

expenses at a more detailed level to understand what was causing 

Gold River to incur expenses higher than the median of the 

comparable municipalities. 
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Expense Allocations as a Percent of Total Expense 

We then examined the breakdown of Gold River’s expenses between 

its various segments as a percent of total expense per capita and 

compared them to average of the comparable municipalities. The 

results are as follows: 

 

We then examined the below list of comparable municipalities on 

the same metric: 

 

The results are as follows: 

 

Gold River’s Parks, Recreation and Culture expense as a percent of 

total expenses of 27.4% is significantly higher than the average of 

11.1% for the comparable municipalities. Furthermore, amortization 

expense as a percent of total expenses of 14.44% is lower for Gold 

River than the average of  21.65% for the comparable municipalities 

indicating that Gold River’s capital assets may be older and need to 

be replaced sooner.  

In the next section, we more closely examined the Parks, Recreation 

and Culture segment and the amortization expense line item. 
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Analysis of Amortization Expense 

2016 Amortization Expense per Capita 

We examined amortization expense in Gold River and its comparable 

municipalities in 2016. The results are as follows: 

Gold River had amortization expense per capita of $386 which was 

significantly lower than the median amortization expense per capita 

of $535 for its comparable municipalities in 2016. Typically 

municipalities with lower amortization have lower net book values 

for their capital assets suggesting that Gold River’s capital assets are 

older than those of their municipalities. A review of the Asset 

Management Study recently completed would assist in understanding 

the implications of the age of the assets and potential timing of 

replacement and the projected current cost based on inflation. 

Analysis of Parks, Recreation and Culture Expenses 

2016 Parks, Recreation and Culture Expenditure per Capita 

We examined Parks, Recreation and Culture segment expenses on a 

per capita basis in Gold River and its comparable municipalities in 

2016. The results are as follows: 

  

Gold River incurred $733 per capita on its Parks, Recreation and 

Culture segment which was significantly higher than the median 

comparable metric of $259 for its comparable municipalities in 2016. 

In summary, Gold River significantly spends more on its Parks, 

Recreation and Culture segment per capita than any of its 

comparable municipalities.   
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Performance of Gold River’s Parks, Recreation and Culture 

Segment 

We then decided to perform a high level analysis of the historical 

operations of the Parks, Recreation and Culture segment of Gold 

River to be able to understand its financial performance. The 

results are as follows: 

 

Sales of services and other revenue sources relating to the Parks, 

Recreation and Culture segment have historically covered only 11% 

to 13% of the total expenses associated with the segment from 2011 

through 2017. The Parks, Recreation and Culture segment has an 

annual deficiency in revenue over expenses ranging from $900 

thousand to $1 million. In the past five years, Gold River’s total 

deficiency relating to Parks, Recreation and Culture segment was 

approximately $4.8 million.  

Comparable Municipalities with Both an Ice Rink and Pool 

We understand that Gold River operates both an ice rink and an 

indoor pool and, therefore, we considered whether that may have 

been the cause of the large expenditures and deficiency in the Parks, 

Recreation and Cultures segment compared to the comparable 

municipalities. From our research, we identified that from the 

comparable municipalities only Lillooet and Port Hardy had both an 

ice rink and pool (see population graph below). 

 

As can be seen above, Gold River has the smallest population of the 

three municipalities. Lillooet and Port Hardy had significantly higher 

populations to support usage at the facilities. One may want to 

consider whether Gold River’s current population is too small to 

financially support all of its infrastructure (including ice rink and 

pool) on a long term basis.   
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We then compared the percentage of sales relative to the total 

expenses of operating the Parks, Recreation and Culture segment for 

each of these three municipalities. The results are as follows: 

 

As noted in the above chart, Gold River has the lowest sales to 

expense coverage percentage for the Parks, Recreation and Culture 

segment compared to the comparable municipalities with both an 

ice rink and pool. At first glance this may suggest that Gold River’s 

user fees may be too low, therefore, in the next chart, we examined 

sales of services relating to the Parks, Recreation and Culture 

segment on a per capita basis. 

2016 Parks, Recreation and Culture Sales of Services per Capita 

for Comparable Municipalities with an Ice Rink and Pool 

As such, we compared the Parks, Recreation and Culture segment’s 

sales of service per capita for the three municipalities having both 

an ice rink and pool. The results are as follows: 

 

Gold River’s fees per capita appear inline with the two other 

comparables, therefore there does not appear to significant room to 

increase usage fees. Furthermore, as Gold River’s sales and services 

relating to the Parks, Recreation and Culture segment was $108,819 

in 2017, even if user fees were increased 25%, there would be only 

be an approximate $27,000 decrease on the $935,278 deficit 

incurred in 2017.  
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Summary of Comparable Municipalities Analysis 

Gold River is inline with the municipal taxes collected per capita 

with the comparable municipalities. However, Gold River spends the 

most out of all the comparable municipalities on the Parks, 

Recreation and Culture segment. Furthermore, it has the smallest 

population of the three municipalities that have both an ice rink and 

a pool. The sales of services relating to the Parks, Recreation and 

Culture segment cover only a small portion of the expense relating 

to operating that segment. One may want to consider whether Gold 

River’s population is too small to financially support both an ice rink 

and a pool. 
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Recent Historical Results 

Historical Statements of Operations 

We have summarized the income statements of Gold River for the years ended December 31, 1998, and 1999, and the years ended December 31, 

2012 to 2017. 

 

1998 1999 2012 2013 2014 2015 2016 2017

Revenue

Taxation 2,225,130    2,284,669    867,149       883,153       869,840       885,732       887,563       896,481       

Uti l i ty connection fees  and user rates 273,619       253,581       362,261       359,886       361,090       375,718       393,676       407,775       

Government grants  and transfers

- Federa l  (Schedule 1) 1,109           1,298           43,648         36,845         67,632         141,021       87,911         106,242       

- Provincia l  (Schedule 1) 229,268       335,867       609,455       586,156       266,704       438,196       419,386       507,108       

Sa les  of services 242,138       249,806       753,945       708,038       725,597       895,284       835,067       802,867       

Other 354,057       403,298       247,333       193,271       222,950       224,644       260,710       219,883       

3,325,321    3,528,519    2,883,791    2,767,349    2,513,813    2,960,595    2,884,313    2,940,356    

Expenses

General  departmental  expenditures 2,103,861    1,984,084    2,554,271    2,609,020    2,688,602    2,827,150    2,721,155    2,749,228    

Water system operations 58,710         76,465         155,771       176,567       203,171       164,198       311,695       313,303       

Sewer system operations 92,115         89,426         251,322       295,818       301,797       361,299       314,672       377,406       

Interest, foreign exchange and bank charges 327,596       275,951       3,254           7,443           3,764           3,782           4,038           2,757           

Loss  on disposal  of tangible capita l  asset 0                  0                  33,288         4,386           0                  7,148           4,292           0                  

Total  expenses 2,582,282    2,425,926    2,997,906    3,093,234    3,197,334    3,363,577    3,355,852    3,442,694    

Operating surplus before other items 743,039       1,102,593    (114,115)      (325,885)      (683,521)      (402,982)      (471,539)      (502,338)      

Other i tems (270,561)      (900,063)      0                  0                  0                  0                  0                  0                  

Net (deficit) surplus for the year 472,478       202,530       (114,115)      (325,885)      (683,521)      (402,982)      (471,539)      (502,338)      

Accumulated Surplus - opening 1,284,186    1,329,914    26,920,322  26,806,207  26,480,322  25,796,801  25,393,819  24,922,280  

Net (defici t) surplus  for the year 472,478       202,530       (114,115)      (325,885)      (683,521)      (402,982)      (471,539)      (502,338)      

Accumulated Surplus - ending 1,329,914    1,532,444    26,806,207  26,480,322  25,796,801  25,393,819  24,922,280  24,419,942  

For the Year Ended December 31,
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We noted that Gold River’s accumulated surplus decreased by 

$2,386,265 over the previous five years with an average net deficit 

of approximately $477,000.  

Analysis of Operating Results 

We then summarized Gold River’s historical annual surplus and 

deficits to determine if any trend could be identified. The results 

are as follows: 

 

Based on the above chart, Gold River has been operating in an annual 

deficit position for the past eight years. We also noted that prior to 

2010, amortization expense was not included in the annual surplus 

due to the PSAB accounting policy (relating to the implementation 

of tangible capital asset accounting in 2010). Therefore, if 

amortization expense had been included the annual surplus would 

have been lower prior to 2010. Based on the current trend, the 

annual deficit is expected to continue increasing into the long term. 

Analysis of Municipal General Taxes Collected 

We then summarized Gold River’s historical general taxation to 

determine if any trend could be identified. The results are as 

follows: 

 

Based on the above chart, Gold River has had an upward trend of 

increasing general municipal taxes collected from 2007 onwards. The 

chart did not cover the year of 1998, when the pulp mill was still 

operating, and Gold River collected general taxes of $2,225,130. We 

note that Gold River continues to provide similar levels of Parks, 

Recreation and Cultures’ services since the pulp mill shut down. 
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We also calculated Gold River’s annual percentage increase in 

general taxation from 2007 to 2017. The results are in the following 

chart: 

 

On closer examination, the annual growth in Gold River’s general 

taxes ranged from a decrease of 1.5% in 2014 to an maximum 

increase of 2.2% in 2009 during the above time period. We calculated 

the average annual change in general taxes from 2008 to 2017 was 

approximately 1.0%, which we note is lower than other 

municipalities and below the rate of inflation.  

Historical Balance Sheet 

Net Financial Assets 

We summarized Gold River’s historical net financial assets to 

determine if any trend could be identified. The results are as 

follows: 

 

Based on the above chart, Gold River’s net financial assets have been 

on a decline trend through the period December 31, 2009 to 2017. 

Based on the current trend, the net financial assets are expected to 

continue decreasing into the long term. 
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Tangible Capital Assets 

We summarized Gold River’s historical tangible capital assets to 

determine if any trend could be identified. The results are as 

follows: 

 

Based on the above chart, Gold River’s tangible capital assets have 

been on a general decline through the period December 31, 2009 to 

2017, except in 2010 and 2014. Based on the current trend, the 

tangible capital assets are expected to continue decreasing into the 

long term. 

Combined Net Financial Assets and Tangible Capital Assets 

We summarized Gold River’s historical net financial assets and 

tangible capital assets to determine if any trend could be identified. 

The results are as follows: 

 

Based on the above chart, Gold River’s combined net financial assets 

and tangible capital assets have been on a decline through the period 

December 31, 2009 to 2017. Based on the current trend, the 

combined net financial assets and tangible capital assets are 

expected to continue decreasing into the long term. 

Summary of Historical Results 

Gold River’s accumulated surplus has been on a downward trend 

since 2009. Although the Village has a reasonable accumulated 

surplus, given the ongoing deficits under the status quo, it appears 

that this trend will continue and could  continue to get worse. 
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Forecast Accumulated Surplus to 2027 

Introduction 

In this section of the Report, we prepared several high level forecasts 

of Gold River’s estimating the accumulated surplus to the end of 

2027. 

Scenario 1 – Status Quo Based on 2017 Fiscal Results 

First we examined what Gold River’s accumulated surplus would look 

assuming Gold River’s annual deficit for 2017 continued for the next 

ten years. For this scenario, we assumed the following: 

• Gold River’s 2017 annual deficit of approximately $502,000 was 

representative of future annual deficits; 

• Gold River’s 2017 amortization of $480,000 was a reasonable 

proxy for sustaining capital expenditures; 

• Gold River would not obtain any new federal or provincial 

funding; 

• Inflation was ignored. 

The results of Scenario 1 are as follows: 

 

As can be seen above, Gold River’s accumulated surplus is expected 

to decrease approximately $502,000 annually. Gold River’s 

accumulated surplus is expected to have decreased significantly by 

a total of approximately $5,023,000 from $24,420,000 in 2017 to 

$19,397,000 in 2027. Of this amount $223,000 would be cash and 

$4,800,000 would be non-cash amortization expense related to the 

aging of Gold River’s infrastructure. 

We would like to highlight that Scenario 1 is not reasonable as Gold 

River has obtained an Asset Management Report (discussed in 

Scenario 2) indicating that infrastructure spending is expected to be 

significantly higher. Similarly, from our analysis relating to 

amortization expense, Gold River’s capital assets appear to be old, 

therefore, we expect that their replacement costs will be 

significantly higher than historical amortization. 
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Typically municipalities with lower amortization have lower net book 

values for their capital assets suggesting that the capital assets are 

older than those of their comparable municipalities.  

Although amortization is a non-cash expense it must be recognized 

when considering financial sustainability as the assets (water sewer 

system, roads, buildings and equipment) must be replaced at some 

point in time to sustain the Village’s infrastructure. 

Scenario 2 – Forecast Using the Asset Management 

Plan 

We were provided with Gold River’s “Asset Management Plan”, 

prepared by Onsite Engineering Ltd, dated December 31, 2017 

(“Asset Management Plan”). The Asset Management Plan covered the 

upcoming infrastructure expenditures required to provide the 

community with the basic services and amenities to facilitate 

transportation, water and sewer service and adequate drainage of 

storm water. The total current replacement value of Gold River’s 

such infrastructure was estimated to be approximately $31,000,000, 

of which approximately $7,600,000 is expected to be incurred in the 

following ten years. 

We examined what Gold River’s accumulated surplus would look 

reflecting the infrastructure spending identified from the Asset 

Management Plan. For this scenario, we assumed the following: 

• Gold River’s 2017 annual deficit of approximately $502,000 with 

the adding back amortization expense of $480,000 was 

representative of future annual cash deficits (excluding 

amortization) equaling $22,000; 

• Gold River’s 2017 amortization expense included $269,000 

relating to capital assets not covered by the Asset Management 

Plan and was a reasonable proxy for sustaining capital 

expenditures for such capital assets; 

• The Asset Management’s Plan estimate of $7.6 million to be 

spent during 2018 through 2027 relating to road, water, sewer 

and storm drainage capital assets would be incurred evenly on 

an annualized basis of $760,000 over the 10 year period; 

• Gold River would not obtain any new federal or provincial 

funding; 

• Inflation was ignored. 



Page | 21 

 

The results of Scenario 2 are as follows: 

 

As can be seen above, Gold River’s accumulated surplus is expected 

to decrease approximately $1,051,000 annually. In total, Gold 

River’s accumulated surplus is expected to have decreased 

significantly by approximately $10,511,000 from $24,420,000 in 2017 

to $13,909,000 in 2027. 

Gold River’s Asset Management Plan uses high level estimates for 

asset renewal, such that the timing and amount of actual asset 

replacement is likely to vary from the plan. Regardless, it must be 

concluded that as Gold River’s existing capital assets age, 

maintenance or replacement will be required. These costs will 

require funding and will be reflected in Gold River’s financial 

statements. It is likely at some point, that the funding required to 

sustain the Village’s capital assets will affect the taxes to some 

degree. Drawing down the Village’s reserves and surpluses is a not a 

sustainable option over the long term. As the Village’s accumulated 

surplus becomes depleted it may become necessary for taxes to be 

raised significantly.  
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Other Considerations 

From our discussions with Gold River’s staff and Chief Administrative 

Officer, we identified the following concerns expected to impact the 

forecast annual deficit and accumulated surplus from 2018 to 2027 

and onward: 

1. We understand that most of Gold River’s current administrative 

staff will be retiring in the near future.  The process of hiring 

competent and experienced people to work in Gold River can be 

an expensive and timing consuming ordeal. In addition to 

recruitment costs, significant costs are expected to be incurred 

during the transition time as the new staff learn their functions. 

We have not attempted to quantify these costs or their 

reduction on the forecast accumulated surplus to the end of 

2027. 

2. We understand that staff capacity is limited and has resulted in 

a lack of planning and other forward looking tasks, and most 

work is done on an as needed basis. From our review on the 

Memorandum entitled “Organizational Planning” dated March 3, 

2017, containing the “Organizational Review Report” prepared 

Rob Roycroft, we noted that three full time administrative 

support positions are recommended to enable management 

staff to better manage the operations of Gold River. Assuming 

the annual cost of creating one of the positions is $50,000, then 

the forecast annual deficits will increase by $150,000. If these 

three staff had been hired immediately at the start of 2018, the 

total accumulated surplus would have decreased by an 

additional $1,500,000 to the end of 2027. 

3. We understand that Gold River receives annual revenue 

($100,000 to $250,000) from unloading fish product over its 

dock. The revenue from the wharf services are not guaranteed 

and the contract for use of the dock expires December 2018. 

The loss of these revenues would significantly affect the 

Village’s sustainability.  

4. Revenues from intergovernmental transfers are not guaranteed. 

If the federal or provincial governments decide to decrease 

funding, then Gold River’s forecast annual deficits would 

increase and accumulated surplus decrease. 

5. As Gold River’s net financial assets decrease, the balance of 

cash and  portfolio investments will be used to fund operations, 

therefore, the revenue from these investments will decline as 

the principle decreases.  The combined balance of cash and 

portfolio investments have dropped approximately $800,000 in 

the past four years alone. 

6. Our scenario analysis assumes that the capital expenditures will 

be evenly incurred but in reality capital expenditures are 

expected to be lumpy. For instance, we understand that Gold 

River has budgeted incurring capital expenditures over 

$1,000,000 net of grants relating to centrifuge/bio-solids and a 

water main for the industrial park. 

Summary of Forecast Results 

Under both Scenario 1 and 2, Gold River’s annual deficits are 

expected to increase, resulting in a significantly lower accumulated 

surplus by the end of 2027. Numerous other considerations, such as 

increased staffing costs, are expected to further impact the 

accumulated surplus. 
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Consideration of Potential Courses of Action  

In order to address the forecast annual deficits from 2018 through 

2027, the council of the Gold River may want to consider the 

following potential courses of action such as: 

1. Gold River could increase user fees for the pool and ice rink. 

However as noted in our analysis even if fees were increased 

25% without a corresponding drop in demand from the residents 

of Gold River, the resulting effect would have a minimal 

reduction of approximately $27,000 on the forecast annual 

deficits forecast from 2018 to 2027.  

2. Gold River could increase residential property taxes to a level 

close to those paid in other small municipalities but this will not 

be sufficient to fully address the deficiency. Assuming municipal 

taxes were immediately increased 10%, the resulting effect 

would be a reduction of approximately $90,000 on the forecast 

annual deficits from 2018 to 2027. 

3. Gold River could attempt to obtain an increase in external 

funding for operations. However Gold River there is no certainty 

the provincial and federal government in obtaining additional 

external funding and there is no certainty whether such 

additional funding exists or could be obtained.  

4. Gold River could reduce expenditures on the Parks, Recreation 

and Cultures segment by their reducing the periods of 

operations of the recreation facilities. Based on fixed costs of 

ice rinks or swimming pools, such costs may not be as significant 

as hoped and a review would have to be completed to set 

operations (seasonal, weekly, daily) to most effectively find 

savings. 

5. Gold River could reduce expenditures on the Parks, Recreation 

and Culture segment by shutting down either the ice rink or 

pool. This option would likely have a material impact on 

reducing the forecast annual deficits in 2018 through 2028 and 

onward. However, the quality of life of citizens of Gold River 

would decline and such a decision may be politically unpopular. 
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Conclusions 

Based upon the scope of our review and subject to the restrictions, 

qualifications and assumptions noted herein, as at the Year End 

Date, we determined that: 

• Continuing to operate and fund Gold River’s infrastructure and 

services provided in the manner they have been managed 

historically  (“Status Quo”) does not appear sustainable in the 

long term; 

• Gold River’s annual financial deficits are forecast to increase in 

future, which will significantly decrease its accumulated surplus 

over time; 

• While Gold River currently has a sizeable accumulated surplus, 

the forecast annual financial deficits will yield a deterioration 

of this accumulated surplus which presents financial risk and 

will erode the Village’s future sustainability;  

• A significant contributing factor to Gold River’s forecast deficits 

is the expected operating losses arising from the  Parks, 

Recreation and Culture’s operations; 

• Gold River’s population base offers challenges in meeting the 

funding needs for both an ice rink and an a swimming pool;  

• Without significant new sources of revenue or other expense 

reductions, Gold River should consider a Parks, Recreation and 

Culture’s service review as to determine the appropriate level 

of services for recreation facilities to prevent a significant 

deterioration of its accumulated surplus in future; and 

• Increased taxation of the residents of Gold River on its own will 

not be sufficient to eliminate the funding gap in the Village’s 

forecast annual deficit. 
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Restrictions & Qualifications 

Our report is not intended for general circulation or publication, nor 

is it to be reproduced or used for any purpose other than that 

outlined above without our prior written permission in each specific 

instance. We do not assume any responsibility or liability for losses 

occasioned to Gold River or Gold River’s management, council, 

citizens or other third parties as a result of the circulation, 

publication, reproduction, or use of this report contrary to the 

provisions of this paragraph. 

We believe that our analysis must be considered as a whole and that 

selecting portions of our analysis and of the factors considered by us, 

without considering all factors and analyses together, could create 

a misleading view of the process underlying this report. The 

preparation of this report is a complex process and is not necessarily 

susceptible to partial analysis or summary description. Any attempt 

to do so could lead to undue emphasis on any particular factor or 

analysis.  

We reserve the right, but will be under no obligation, to review all 

calculations included or referred to in this report and, if we consider 

it necessary, to revise our estimate in light of any information 

existing at the Year End Date which becomes known to us subsequent 

to the date of this report. 
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Appendix A – Curriculum Vitae, Spencer 

Cotton 

Spencer B. Cotton, CPA, CA, CBV 

Partner 
Direct: 604 443 4715, scotton@bdo.ca 

Professional Status 

Spencer is a Partner in BDO’s Financial Advisory Services (FAS) group in 

Vancouver, BC, Canada.  Spencer is the Western Canada Advisory Leader for 

BDO.  He has responsibility for BDO’s Financial Advisory Services Practice in 

the West which includes the firm’s valuation, merger & acquisition, due 

diligence, damage quantification, succession planning and forensic practice 

areas. 

BDO offers services related to valuations of businesses, securities, intangible 

assets, mineral properties and other assets and liabilities. This includes 

valuations for tax reorganizations, litigation support, transactions and 

financial reporting purposes.  BDO’s Financial Advisory Services team also 

has extensive experience in shareholder disputes, financial modeling and 

other specialty advisory services. 

Professional Designations and Education 

• CPA, Chartered Professional Accountants of Canada, 2013 

• CBV, Canadian Institute of Chartered Business Valuators 2006 

• CA, Institute of Chartered Accountants of BC 2005 

• BSc, Zoology, University of British Columbia 1991 (1st class) 

Practice Areas 

Spencer’s industry expertise is broad, ranging from extractive industries, 

including mining and forestry, to manufacturing and distribution businesses 

to service industries to biotechnology, high technology, software licensing 

and wireless communications. Some examples include: 

Preparation of technical valuation reports for companies in various 

industries, including sawmills, pulp & paper, real estate, 

biotechnology, apparel retail, etc. 

Preparation of valuations of intellectual property for a number of companies 

for the purpose of corporate restructuring and/or intellectual asset 

management. 

Assisting in preparing Fairness Opinions for Special Committees of the Board 

of Directors of both public and private companies. 

Litigation Support 

Quantification of damages for corporate clients in the context of civil 

litigation. Spencer has qualified as an Expert Witness in civil litigation 

proceedings and testified in Ontario Superior Court. 

Professional Activities and Affiliations 

Spencer authors and presents the IFRS Fair Value Measurement course for 

the Chartered Professional Accountants of Canada. Spencer works 

extensively in the area of valuation of intangible assets, assisting numerous 

public Company clients with their FV measurements for financial reporting 

purposes. 

Spencer is also a member of the CICBV’s Professional Practice Standards 

Committee. He has worked on many taskforces for the CICBV, including one 

that compared the CICBV’s definition of Fair Market Value with that of the 

International Valuation Standards Committee. Currently, Spencer is on the 

CICBV Taskforce that is working on the introduction of the CICBV’s Practice 

Inspection Standards.
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Appendix B – Scope of Review 

In arriving at our conclusion, we have reviewed and relied on the 

following information: 

• Gold River’s Annual Financial Statements for the years ended 

December 31, 2003 through 2016, audited by BDO Canada LLP; 

• Gold River’s Annual Financial Statements for the year ended 

December 31, 1999, audited by BDO Canada LLP; 

• Gold River’s Draft Annual Financial Statements for the year 

ended December 31, 2017, audited by BDO Canada LLP; 

• Gold River’s Asset Management Plan, prepared by Onsite 

Engineering Ltd, dated December 31, 2017; 

• Memorandum entitled “Organizational Planning” dated March 3, 

2017, containing the “Organizational Review Report” prepared 

Rob Roycroft; 

• Gold River’s Council Corporate Strategic Plan 2017; 

• Report entitled “Management Organization”, dated July 23, 

2009, prepared by George Paul; 

• Municipal General and Financial Statistics from the Government 

of British Columbia website; and 

• Discussions and correspondence with the Larry Plourde, Chief 

Administrative Officer regarding the historical, current and 

future operations of Gold River. 

In addition, we relied upon a letter of representation, dated 

November 20, 2018, obtained from Larry Plourde, on behalf of the 

Council of Gold River, wherein he confirmed certain representations 

and warranties made to us, including a general representation that 

he had no information or knowledge of any facts or material 

information not specifically noted in this report, which, in his view, 

would reasonably be expected to affect the conclusions set out 

herein. 

Without independent verification, we relied upon this data as 

accurately reflecting the results of Gold River’s operations and 

financial positions. We have not audited this data and express no 

opinion or other form of assurance regarding its accuracy or fairness 

of presentation. 
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Appendix C - Key Assumptions 

In preparing our report, we have assumed, in addition to the 

assumptions noted in this report and the attached schedules and 

appendices, that: 

• Management and their representatives made available to us all 

information requested and all information they believed was 

relevant to the preparation of our report (the “Information”). 

The Information provided by or on behalf of Gold River was 

complete, accurate and fairly presented at the date the 

Information was provided to us and, since that date, there has 

been no material change, financial or otherwise, and there has 

been no change of any material fact which is of a nature as to 

render the Information untrue or misleading in any material 

respect; 

• The financial statements referred to in our scope of review 

fairly reflected the financial position and financial results of 

Gold River; 

• The Asset Management Plan referred to in our scope of review 

fairly reflected the future required capital expenditures of Gold 

River; and 

• The statements of fact contained in this report were true and 

correct. 
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Appendix D – Methodology 

Determination of Comparable Municipalities 

We used the Government of British Columbia website to access the 

municipal general and financial statistic schedules containing data 

on municipal assets, liabilities (including long-term debt), revenues, 

expenditures, cash-flow, reserve funds, and other financial 

information. 

We downloaded the entire list of municipalities and selected the 

comparable municipalities in British Columbia based on the following 

shared traits with Gold River: 

• Population between 600 and 5,000; 

• Revenue and expenses both between $2 million and $10 million; 

• Residential taxes between 40% and 80%; 

• Municipality is not close enough to rely on another town for 

amenities on a daily basis; and 

• Not reliant on a major industry (such as a pulp mill, mine). 

The resulting list of comparable municipalities were identified: 

 

 

Barriere Invermere Port McNeill

Burns Lake Lillooet Queen Charlotte

Cache Creek Masset Tofino

Clearwater Nakusp Ucluelet

Duncan Pemberton Valemount

Harrison Hot Springs Port Hardy


