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THE CORPORATION OF THE CITY OF VERNON

MEMORANDUM

Patti Bridal, Chief Administrative Officer FILE: 1880-03\2024

DATE: August 28,2024

FROM: Elma Hamming, Director, Financial Services

SUBJEGT:
HISTORIC O'KEEFE RANCH & INTERIOR HERITAGE SOCIETY
FINANCIAL ASK AND REQUEST FOR NEW LEASE

TO

PC

At the Regular Council Meeting of August 12,2024, the Society presented a request for
additional financial assistance and a request to enter into discussions for a new lease
which Council referred back to staff for a report. The purpose of this report is to provide
a lease overview, a financial analysis of the previous five years financial history, a capital
overview, and five scenarios to consider regarding next steps. Note that this report does
not consider any details on the cultural and/or social benefits to the Vernon community or
surrounding communities.

Lease Overview
The City of Vernon and the Society are governed by a 3O-year operating lease effective
from April 1, 1997 to March 31, 2027 . The lease has been provided for reference in
Attachment 1. Key points of the lease to consider:

o Clause 1: The City leases the land and improvements to the Society for $1 per
year.

. Clause 4: The Society agrees to repair and maintain in good condition any
improvements on the Leased Lands. The City also agrees to pay $10,000 peryear
into a reserve fund for future capital works and if not spent could be carried forward
up to 2 years. This capital works schedule would be presented to the City for
approval.

. Clause 11: The Society shall operate and mhintain in good repair, order and
condition all plumbing, electrical, heating and pressure systems.

. Clause 14 and 15: The Society shall be responsible for carrying and payment of
appropriate property and liability insurance.

. Clause 16: The Society shall not assign this lease or sublet any part of the Leased
lands without written consent of the City.

o Clause 24:The Society shall not enter into any subcontract involving the operation
of any concession or refreshment facility without the prior consent of the City. The
Society shall prepare an annual budget of revenues and expenses in respect of
the management and operation of the Leased Lands.

. Clause 27: This lease shall not be amended except by an instrument of writing
signed by the parties, asserting the Lease is amended.

o Clause 28: ln the event of any dispute, the dispute shall be determined by the
provisions of the Commercial Arbitration Act. RSBC 1996 Ch 55.
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F i nancial Analysis 2019-2023
The Society presented the financial statements to staff for the years 2O17-2023 for
internal analysis, and the 2022 and 2023 Financial Statements are provided as requested
by Council under Attachmenl 2 (2022) and 3 (20231. The Society is a registered
charitable organization and their financial information is also available through the
Canada Revenue Agency and this information has been summarized in Table 1.

Table 1 below shows the Society's Sfafement of Financial Position from 2019 to 2023.
Prior to 2O22 the Society had been treating the lease as a capital lease rather than an
operating lease which, according to accounting standards, requires a different accounting
treatment for leaseholds. ln 2022 the financial statements reflect this change on the
Statement of Financial Position, and shows the impact due to the different accounting
treatment which ripples across assets, equity, amortization, other liabilities.

Table 1 Statement of Financial Position
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Table 2 below shows the Sfafement of Operations trom 2019 - 2023. Revenues take a
sharp decline in2020 due to the COVID year. During these five years, the Society shows
increased funding from government sources, and other sources of revenue have
rebounded well post-covid. Some increases in expenses may be post-covid related such
as Travel and vehicle expenses which may due to increases in energy prices, and lnterest
and bankcharges which may be due to increased interest rates. Occupancy costs is a
new line for 2022 and 2023 which reflects Utilities and Property taxes which before was
classified in a different line item. Other expenditures shows a significant increase which
is due to City insurance charge accrual previously not recognized by the Society. Other
expenditures include insurance, repairs and maintenance, special events and
management contract expenses.
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Note that in 2021 and 2022 there were several changes from employee to contracts:
1. Management moved from employee to contracted in Spring2O21.
2. Curatorial moved from employee to contract in early 2021.
3. Wedding/third party booking position moved from employee to contract Spring 2021.
4. Bookkeeping/Accounting moved from employee to contracted in Fall 2022.

Table 2 Statement of Operations
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CRA also requires societies to group expenditures by activities related to charity,
management and fundraising as shown in Table 3.



Table 3 CRA Expenditures by Activity
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It had been stated by the Society at the meeting that it was "insolvent" or would be
"insolvent" if the City did not advance additional funds. This speaks to financial indicators
that are often used to determine if an enterprise is a going concern. Table 4 contains
indicators based on the above financial information. Earnings Before lncome Tax,
Depreciation and Amortization (EBITDA) shows ($1gg,gZZ) which is significantly
impacted by an insurance adjustment made in 2023 to adjust 2022 costs. Two liquidity
ratios are given, the Debt to Equity ratio which is a long-term ratio and the Current ratio
which is a short-term ratio. A healthy debt to equity ratio is 2 (or higher in fixed asset-
heavy industries), and a healthy current ratio is greater than 1.5. The Society owes

$155,444 to the City for unpaid insurance costs (as of December,2023) and $70,000 for
a non-interest-bearing loan, When City debts are removed from the calculation, the
current ratio increases from 0.27 to 1.49. A healthy solvency ratio is considered at20o/o
or above, and when City debt and insurance costs are removed, the Solvency ratio
changes trom -20o/o to +36%. A solvency ratio indicates whether a company's cashflow
is sufficient to meet its longterm liabilities. The Society would be insolvent if the City
demanded repayment of its debts.

Table 4 Financial Indicators
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The Society actively pursues other grants as shown in Table 5 which is based on the
annual Financial Statements. The Society has been able to leverage City funds to obtain
other grant funds and shows year over year improvement.

Table 5 Financial Statement Note 10 Grant Revenue 2019-2023
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Capital Overview
The lease refers to capital in clause 4 with a contribution of $10,000 per year from the
City to maintain the assets while it is the responsibility of the Society to bring forward
capital projects for approval. lt is noted from the Financial Statements that there have
been additions to the assets as shown in Table 6 that ongoing investment in capital is
being made with a portion of the funds that the City has provided. This is shown on the
"Annual Change" row.

Table 6 Financial Statement Note 4 Tangible Capital Assets 2019-2023
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Note that the change from 2O21 to 2022 was the result of a difference of accounting
treatment when the lease was determined to be an operating lease rather than a capital
lease, mostly affecting amortization rates. The value of the assets decreased and there
was also an increase in deferred capital contributions as shown in Table 7 on the row
"Add: restricted contributions related to capital asset purchases".

Table 7 Financial Slatement Note 9 Deferred Capital Contributions 2019 - 2023
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While complex, this information has been included to show that the Society is making
contributions to capital at a higher proportion than indicated in clause 4 of the lease, and
that not all the contributions from the City are going to operating, but are going to capital
as well.

The Society was successful in obtaining a grant to complete a study on Asset
Management and this was presented to Council on April 22,2024. This study will be
pivotal in securing future grant funding for the capital projects listed. lncluded in the study
was a "Capital and Operations Management Plan" (COMP) which provided two scenarios
for consideration informed by the previously completed Facility Condition Assessment
(FCA) and the Statements of Significance (SOS) and the Heritage Conservation Plan
(HCP). These two scenarios are summarized in Table 8 following either a "Restoration"
scenario or a "Preservation" scenario. ln both these scenarios, necessary capital and
operational priorities were provided for future consideration.

Table B Capital and Operations Management Plan
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Five Scenarios
Considering the lease agreement, the financial analysis, and the capital overview, staff
have identified five different scenarios, including impacts, risk, and estimated financial
costs, that may guide discussions moving forward.

Table 9 shows some possible scenario options for consideration along with details,
immediate impact, applicable lease clause, and impact to future events. By eliminating
options that are not desirable, it may be possible to focus on one or two options to work
out details that are agreeable.

Table 9 Scenario Options

Table 10 shows the scenario risk impacts of the various options from the point of view of
the city taxpayer, city staff/resources, community volunteers, community creditors and
legal risk.

Table 11 and Table 12 show the estimated financial costs for each of the options based
on the remaining years on the lease and key assumptions. lt is assumed, based on the
financial information provided, that the Society cannot repay City insurance costs and the
loan now, or in the future, or fund capital investment. While costs are estimated, it does
provide a ballpark number of where costs could land, and distinguishes the financial
differences between options.
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Table 10 Scenario Risk lmpacts

Table 11 Estimated Financial Costs
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Table 12 Estimated Financial Cosfs over 3 years (remaining time in lease)
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it{5p00 S rts2rrilf$

RECOMMENDATION:
THAT Council receive for information the memorandum titled 'HISTORIC O'KEEFE
RANCH & INTERIOR HERITAGE SOCIETY FINANCIAL ASK AND REQUEST FOR
NEW LEASE" dated Septembet 3,2024 and respectfully submitted by Director, Financial
Services.

THAT Council direct Administration to [action desired] as outlined in the memorandum
titled 'HISTORIC O'KEEFE RANCH & INTERIOR HERITAGE SOCIETY
FINANCIAL ASK AND REQUEST FOR NEW LEASE' dated August 28, 2024 and
respectfully submitted by Director, Financial Services.

Respectfully submitted :

Attachment 1 - Lease Agreement
Attachment 2 - Financial Statem ents 2022
Attachment 3 - Financial Statements 2023
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Attachment 1

EOPY
THIS INDENTURE OF LEASE made as of the 1ut day of April, 1997.

BETWEEN:

THE CORPORATION OF THE CITY OF VERNON, A
Municipal Corporation, having its offices at 3400 - 30th

Street, in the City of Vernon, Province of British
Columbia

(hereinafter referred to as the "Lessor")

OF THE FIRST PART

AND:

O'KEEFE RANCH & INTERIOR HERITAGE SOCIETY, A

Society duly incorporated under the laws of the Province
of British Columbia, (lnc. No. 129791, having its
registered office at 4th Floor, 3205 - 32nd Street, in the
City of Vernon, Province of British Columbia

(hereinafter referred to as the "Lessee"l

OF THE SECOND PART

lN CONSTDERATION of the rents, covenants and agreements hereinafter reserved

and contained on the part of the Lessee to be paid, observed and performed,

WITNESSETH THAT the said Lessor doth demise unto the said Lessee, which

hereby accepts the lease of the same, the lands and premises described as

follows:

FIRSTLY: Lot A, except Plans 14176 and 15411;
SECONDLY: Lot D;
THIRDLY: Lot E;

all of DL 104, ODYD, Plan 1488; and,

Lot 2, DL 104, ODYD, Plan 14176;

(hereinafter collectively called the "Leased Lands")

FOURTHLY:
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which are shown outlined in red on the plan attached hereto and forming part of

this Lease Agreement as Schedule "A".

To have and to hold from the 1"t day of April, 1997 for the term of Thirty (3O)

years (hereinafter called the "Term"), subject to the conditions herein set forth and

payment of the rentals hereinafter covenanted to be paid by the Lessee.

THE LESSEE'S OBLIGATIONS

1. The Lessee covenants and agrees to pay to the Lessor during the said

Terrn the rent for the Leased Lands of One Dollar ($ 1 .00) for the Term hereof . The

rent shall be paid on the first day o{ the year, or portion thereof, of the Term

hereof, at the office of the Lessor at the place designated for notices herein.

2 The Lessee covenants and agrees that the Leased Lands shall be used

and occupied for the purpose of preserving the historical quality of the ranch

known as the "o'Keefe Ranch" located on the Leased Lands.

3. The Lessee covenants and agrees to keep the Leased Lands in such

a condition as to comply with Federal, Provincial, Governmental and Municipal

laws and regulations.

4. The Lessee covenants and agrees to repair and maintain in good

condition any improvements now or hereafter erected or installed on the Leased

Lands and to keep up the fences around and upon the Leased Lands in good

repair.



5 Notwithstanding paragraph 4 herein:

The Lessor agrees to pay $10,000.00 for repairs to the

improvements, as requested and specified by the Lessee and

approved by the Lessor, during the period April 1 , 1998 to

March 31, 1999.

ln addition to subparagraph {a) above, the Lessor agrees to

establish a $10,000.00 reserve fund, commencing April 1,

1999, {hereinafter referred to as the "Reserve Fund") for future

capital works, as requested and specified by the Lessee and

approved by the Lessor, during each year of the term of this

Lease;

Any monies of the Reserve Fund not spent in any one year may

be added to the following year's Reserve Fund. However, any

such monies for any year may only be carried over twice,

pursuant to a three-year capital works program approved by the

Lessor. Any monies not spent pursuant to the above shall be

used as a credit towards the $ 1O,O00.00 required for the

Reserve Fund in the following year'

(a)

(b)

(c)

6.

demised.

The Lessee shall not cut down timber upon the Leased Lands hereby

7. The Lessee shall cultivate the Leased Lands in a proper and

husbandmanlike manner and will not impoverish or waste the same.
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B. The Lessee covenants and agrees to pay all taxes, rates and

assessments that may be levied against the Leased Lands or the Lessee's goods,

chattels or equipment on the Leased Lands or upon or in respect of any other

activity carried on upon or in connection with the Leased Lands during the Term

hereby granted.

g. ln the event that the Lessee remains in possession of the Leased

Lands after the expiration of the Lease and without the execution and delivery o{

a new Lease, the Lessee shall be deemed to be occupying the leased premises as

a tenant-at-will, provided nothing herein contained shall preclude the Lessor from

taking action for recovery of possession of the Leased Lands.

10 {a) The Lessee shall operate and maintain in good repair, order and

condition all plumbing, electrical, heating and pressure systems

in, on or forming a palt of the main residence located on the

Leased Lands (hereinafter referred to as the "systems"); and,

(b) The Lessee covenants and agrees that the Lessor may enter

and view the state of repair of the Leased Lands, the

improvements thereon and the Systems at all reasonable times,

and that the Lessee witl repair according to notice in writing

provided bri the Lessor to the Lessee.

1 1. The Lessee covenants and agrees with the Lessor that it will at all

times during the continuance of the Term hereby demised, keep and, at the

terrnination, yield up the Leased Lands in good and tenantable repair, reasonable

wear and tear being excepted; and the Lessee further covenants and agrees to
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allow any incoming tenant or purchaser to cultivate the Leased Lands after harvest

{if any) in the last year of the said Term of this Lease.

12. The Lessee shall and hereby agrees to indemnify and save harmless

the Lessor of and from all loss and damage and all fines, costs, suits, claims,

demands and actions of any kind or nature for which the Lessor shall or may

become liable or incur or suffer by reason of breach, violation or non-performance

by the Lessee of any covenant, term or provision hereof or by reason of any

Builder's or other Liens for work done or materials provided or services rendered

for improvements, alterations or repairs made by the Lessee to the Leased Lands

or the Systems or by reason of any injury occasioned to or suffered by any person

or damage to any property by reason of wrongful act, neglect or default on the

part of the Lessee or any of its employees, agents, contractors, customers,

licensees or invitees.

13. The Lessor shall not be liable or responsible in any way for any

personal or consequential injury of any nature whatsoever that rnay be suffered or

sustained by the Lessee or by any employee, agent, customer, licensee or invitee

of the Lessee or any other person who may be upon the Leased Lands or for any

loss or damage howsoever caused to any property belonging to the Lessee or to

its employees, agents, customers, licensees, invitees or any other person while

such property is in or about the Leased Lands, save such as is caused by the

willful act or neglect of the Lessor.

The Lessor covenants to insure the buildings and fixtures on

the Leased Lands with an "all risks" property insurance policy.

The insured values will be at the actual value of the buildings

14. (a)
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and fixtures. The insurance coverage will be part of the

Lessor's "all risks" policy for its other buildings and fixtures and

the Lessee covenants to pay its pro-rated share based on the

value of its buildings and fixtures as insured against the total

value of all buildings and fixtures insured by the Lessor on the

said "all risks" policy. The Lessee shall pay the Lessor within

30 days of demand of same;

(b) The Lessor covenants to insure the mobile home, farm tractor

No. 516M, mower No. 517M, and any replacement therefor,

with a standard "all risks" property insurance policy;

lnsurance effected by the Lessor under this paragraph shall be

with insurers duly licensed to transact insurance in British

Columbia, shall be in amounts {unless otherwise specified)

which the Lessor shall from time to time determine and advise

the Lessee of by notice in writing, and shall be subject to such

reasonable deductibles and exclusions as the Lessor may

deterrnine and be Without subrogation against the Lessor, and

the Lessor shall provide to the Lessee forthwith upon demand

certified copies of such insurance coverage'

{c}

15. {a) The Lessee covenants to maintain, during the term of this

Lease, a policy or policies of general public liability insurance

against claims for bodily injury or death, environmental damage

if toxic products are used or stored by the Lessee on the

Leased Lands, and property damage arising out of the use and
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occupancy by the Lessee of the premises located on the Leased

Lands, the amount of such insurance to be not less than Five

Million Dollars {$5,000,000.O0} in respect of any one accident;

(b) The Lessee also covenants that the amount of public liability

insurance shall be increased from time to time at the request of

the Lessor to an amount to be mutually agreed upon between

the Lessor and Lessee. Failing such agreement, the provisions

of paragraph 28 shall apply;

All policies of insurance required to be carried by the Lessee

shall include both Lessor and Lessee as named insureds, shall

cover and protect the Lessor and the Lessee as their respective

interests may appear, shall provide that loss shall be payable to

the Lessor and shall contain such endorsements as may from

time to time be reasonably required by the Lessor and, without

limiting the generality of the foregoing, shall contain

endorsements:

(c)

(i) providing that neither material change, nor reducing the

coverage afforded, nor cancellation of such policies shall

be effected without 3O days prior written notice to the

Lessor;

(ii) providing that the insurance provided thereby shall be

primary and shall not be contributory with any other

insurance carried by the Lessor;
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(iiil providing that the insurance coverage required hereby

shall for all purposes, including that of cross liability,

apply to each insured in the same manner and to the

same extent as though a separate policy had been issued

to each;

td) The Lessee shall deliver to the Lessor, at least 1 5 days before

the expiry and at least seven days before the cancellation of

any policy or policies of insurance carried pursuant to this

section, evidence of the renewal or replacement thereof, the

whole to the satisfaction of the Lessor.

16. The Lessee shall not assign this Lease or sublet any part of the Leased

Lands for the whole or any portion of the Term of this Lease without the written

consent of the Lessor. lf the Lessee wishes to assign or sublet all or any part of

the Leased Lands for the whole or any portion of the Term of this Lease, the

Lessee shall, by notice to the Lessor, reque$t the Lessor's consent to such

assignment or subletting, stating in such notice the full particulars thereof,

including the proposed assignee or sublessees {as the case may be), effective

date, rental date, use, term and space involved. Within thirty (30) days of receipt

of such notice or receipt of su|h further information as the Lessor may reasonably

require, the Lessor shall, by notice to the Lessee, elect to:

(a) agree to con$ent to such assignment or subletting; or'
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{b} decline to consent to such assignment or subletting, which

shall be within the absolute discretion of the Lessott or,

(c) provided the Lessee has not withdrawn the notice, terminate

this Lease as of the effective date of the proposed assignment

or subletting.

THE LESSOR'S COVENANTS

17. The Lessor covenants with the Lessee for quiet enjoyment, subject to

the provisions of this Lease, and to observe and perform all of the covenants and

provisions of this Lease on its part to be observed and performed.

ADDITIONAL COVENANTS

18. lf, at any time during the Term of this Lease, title is taken to the

whole or a portion of the Leased Lands by right of exercise by any competent

authority of powers of condemnation or expropriation, the Lessor may, at its

option, give notice to the Lessee terminating this Lease on the date stated in the

notice. Upon such termination or upon termination by operation of law, as the

case may be, the Lessee shall immediately surrender the Leased Lands and all its

interest therein, and the rent shall abate and be apportioned to the date of

termination and the Lessee shall forthwith pay to the Lessor the apportioned rent.

The Lessee shall have no claim upon the Lessor for the value of its property or the

unexpired Term of this Lease but the parties shall leach be entitled to separately

advance their claims for compensation for the loss of their respective interests in

the Leased Lands and the parties shall each be entitled to receive and retain such
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compensation as may be ordered to each respectively. lf an award of

compensation made to the Lessor specifically includes an award for the Lessee,

the Lessor will account therefor to the Lessee.

1g. Any notice to be given hereunder shall be in writing and may be either

delivered personally or sent by prepaid registered mail and, in the latter case, shall

be deemed to have been given three days following the date upon which it was

mailed. The addresses of the parties for the purpose hereof shall respectively be:

Of the Lessor: 3400 - 30th Street
Vernon, B.C.
V1T 5E6

Of the Lessee Box 955
Vernon, B,C
V1T 6M8

Any notice or service required to be given or effected under any statutory

provision or rule of court from time to time in effect in the Province of British

Columbia shall be sufficiently given or served if mailed to or delivered at the

addresses aforesaid.

ZO. lf the Lessee shall fail to perform any of the covenants or obligations

of the Lessee under this Lease, the Lessor may from time to time (but shall not be

so obliged), at its discretion, perform or cause to be perforrned the covenant or

obligation or any part thereof wherein the Lessee is in breach; and for such

purpose may take any payment or do or cause to be done such things as may be

requisite, including, without limitation of the generality of the foregoing, entry

upon the Leased Lands. All expenses, costs and expenditures thereby incurred

(including reasonable legal fees) shall forthwith on demand be paid by the Lessee
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and may be recovered by all remedies available for recovery of rent in arrears; and

the Lessor shall not be liable for any loss or damage to the Lessee's property

caused by reasonable and responsible acts of the Lessor.

21, Provided always and it is expressly agreed, that if the rent hereby

reserved shall be unpaid for Fifteen (15) days after the day on which the same

ought to have been paid (although no formal demand shall have been made

thereof) or in the case of the breach or non-performance of any of the covenants

and agreements herein contained on the part of the said Lessee or permitted

assigns, then and in either of such cases, it shall be lawful for the said Lessor and

its assigns, without notice or any form of legal process, to forthwith re-enter upon

the whole of the Leased Lands or any part thereof in the name of the whole, to re-

enter and the same to have again, repossess and enjoy as of their former state,

anything herein contained to the contrary notwithstanding.

22. No act or omission of a party, nor any condonement, excusing or

overlooking by a party of any default, breach or non-observance by the other at

any time or times in respect of any covenant, proviso or condition herein

contained, shall operate as a precedent nor as waiver of that party's rights

hereunder in respect of any subsequent default, breach or non-observance, nor as

to defeat or affect in any way the rights of the party in respect of any subsequent

default, breach or non-observance.

Zg. lf and whenever the Lessor shall be entitled to or does re-enter, the

Lessor may terminate this Lease by giving notice thereof and in such event the

Lessee shall forthwith vacate and surrender the Leased Lands.
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The Lessee shall

(a) insofar as it is practical so to do and is consistent with the

comfort, safety and convenience of the public, design,

constrUct and decorate any buildings, structures or other

facilities on the Leased Lands in a manner calculated to create

an historic or pioneer atmosphere;

(b) provide entertainment for the public, including, without

limitation, as the Lessee may deem necessary, such amusement

devices, rides, shows, games and displays to accommodate,

educate or entertain the public, provided always that such

devices, rides, shows, games and displays are consistent with

the preservation of the historic quality of the Leased Lands;

(c) not construct any building, strueture or other facility on the

Leased Lands without the prior approval of the Lessor;

(d) not charge admission to the Leased Lands or charge for the use

of the facilities thereon without the prior approval of the Lessor;

{e) not enter irito any subcontract involving the operation of any

concession or refreshrnent facility without the prior consent of

the Lessor;

prepare and submit to the Lessor for approval, not less often

than yearly, a budget in respect of management and operation
*(,,
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expenses setting forth expected revenues and expenses in

respect of management and operation of the Leased Lands.

LEASE OF O'KEEFE RANCH INVENTORY

ZS, ln addition to the demise of the Leased Lands herein contained, the

Lessor hereby agrees to lease to the Lessee and the Lessee hereby agrees to take

delivery from the Lessor those certain vehicles, equipment, machinery and chattels

more particularly described, enumerated and set forth in the O'Keefe Ranch

lnventory attached hereto as Schedule "8" (which said vehicles, equipment,

machinery and chattels are hereinafter referred to as the "O'Keefe Ranch

lnventory") for the Term and at the agreed monthly rent and upon the terms and

conditions hereinafter set forth:

The Term shall commence on the 1't day of April, 1997 and

shall continue for a period of Thirty {30) years;
{a)

(c)

(b) The agreed rent for the Term shall be One Dollar ($1'OO), to be

paid by the Lessee to the Lessor on execution hereof {receipt

whereof is herebY acknowledged);

The historic artifacts contained in the O'Keefe Ranch lnventory

shall be used in conjunction with the preservation of the

historical quality of the Leased Lands and improvements

thereon and shall not be removed for any purpose whatsoever

from the Leased Lands without the prior written consent of the
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Lessor had and obtained, which consent may not be

unreasonably withheld;

(d) The Lessee shall obtain and maintain during the Term hereof,

at the Lessee's expense, general insurance coverage covering

loss or damage to the O'Keefe Ranch lnventory by fire, theft or

vandalism and the provisions of subparagraph 14(c) shall apply

to such insurance coverage.

The Lessee covenants and agrees that it shall, during the Term

hereof , be responsible for all necessary repairs to and operating

costs of the O'Keefe Banch tnventory, reasonable wear and

tear excepted, and that upon request of the Lessor, the Lessee

shall permit the Lessor to inspect the O'Keefe Ranch lnventory

within Three (3) days from the date of such request;

(e)

(f) The Lessee shall take every reasonable precaution to prevent

loss or damage to the O'Keefe Ranch lnventory and shall advise

the Lessor and the insurer of all accidents, claims or mishaps

involving the O'Keefe Ranch lnventory;

(g) The Lessed shall permit only careful and properly licensed or

qualified operators to operate any of the vehicles and

machinery included in the 0'Keefe Ranch lnventory;

(h) On termination of the Term herein granted, the Lessee shall

immediately deliver up and give possession of the historic
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artifacts contained in the O'Keefe Ranch lnventory to the

Lessor;

(il The Lessor shall have the right to cancel the Lease and demise

of the O'Keefe Ranch lnventory provided for in this paragraph

and repossess any or all of the O'Keefe Ranch lnventory if the

Lessee fails to keep and perform all the terms and conditions of

this paragraPh;

(j) To the extent the other paragraphs of this Lease are not

otherwise inconsistent with the agreements and understandings

contained in this paragraph 24, the terms, provisions,

covenants and conditions of this Lease apply to the lease and

demise of the O'Keefe Ranch lnventory contained therein.

26. No director, officer, member, employee or agent shall have any

personal pecuniary interest, either directly or indirectly, in any contradt With the

Lessor respecting any operation authorized herein'

27. This Lease shall not be or be deemed or construed to be modified or

amended except by an instrument in writing signed by the parties hereto,

specifically asserting that the'Lease is thereby amended.

Zg. ln the event of any dispute between the Lessor and the Lessee relating

to any term, condition or covenant of this Lease, the dispute shall be determined

by the provisions of the commercial Arbitration Act, R.S.B.C. 1996, ch. 55, and
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amendments thereto, or such similar statute as may be enforced if the said

Commercial Arbitration Act shall have been repealed,

Zg. These presents and everything herein contained shall, except where

otherwise provided, be binding upon and enure to the benefit of the parties hereto

and the successors and assigns of the Lessor and the successors and permitted

assign and sublessees of the Lessee and shall be interpreted according to the laws

of the Province of British Columbia.

lN WITNESS WHEREOF the said parties hereto have executed this Lease by

affixing their Corporate Seals by their authorized officers in that behalf, as of the

day and year first above written.

THE CORPORATION OF

THE CITY OF VERNON
by its authorized

Mayor Wayne McGrath

City Clerk - Marg Bailey

O'KEEFE RANCH & INTERIOR
HERITAGE SOCIETY
by its authorized signatorY{ies}

/,7t-,',, 7

-F :\angie\city\O' Keef e,Lse2
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DATED: April 1,1997

BETWEEN:

THE CORPORATION OF THE CITY OF VERNON

OF THE FIRST PART

AND:

O'KEEFE RANCH & INTERIOR HERITAGE SOCIETY

OF THE SECOND PART

LEASE

SIGALET, MAGUIRE & MARSDEN
Barristers & Solicitors
2904 - 29th Avenue

Vernon, B.C.
V1T 1Y7

JSM 755 2-200
F:\angie\city\O' Keefe. Lse2



Attachment 2

Memo
Tor O'Keefe Ranch & lnterior Heritage Society Members

From: Greg Hurst, Treasurer

GG:

Date:

Re:

June 22,2023

2022Financial Statements and BDO Review

The O'Keefe Ranch & lnterior Heritage Society Financial Statements For the Year Ended
December 31,2022 ("Financial Statements")as prepared by BDO are attached to this
Memorandum. Please note the following:

These Financial Statements are intended primari[ for the use of Members of the
O'Keefe Ranch & lnterior Heritage Society. lt is requested that Members respect and
preserve the information contained in the Financial Statements as confidential.

This Memorandum contains important contextual information and must remain attached
to all copies of the Financial Statements both printed and electronic.

BDO's lndependent Practitioner's Review Engagement Report notes a "deficiency of revenues
over Expenses" which "indicates the existence of a material uncertainty that may cast significant
doubt about O'Keefe Ranch & lnterior Heritage Society's ability to continue as a going

concern.", and refers readers to Note 2 of the Financial Statements. The Statement of
Operations identifies the Deficiency of revenue over expenses for the 2022 Fiscal Year to be

$624,290 ($30,929 2021). lt is fundamentally important that readers of the Financial
Statements should note the following concerning these figures:

The Society's Statement of Financial Position (balance sheet) for years prior lo 2022
incorrectly included buildings and structures owned by the City of Vernon. Accounting
adjustments to correct this error resulted in one-time accounting entries in 2022 relating
to Leasehold improvements and amortization totaling $539,108 for a "Loss on disposal
of assets". This entry does not reflect any actual transactions other than corrections to
the erroneous accounting for certain "Tangible capital assets". This is explained in
Note 4.

tn recognition of this issue, BDO has included the subtotal "Loss before other
items", which is a more comparative measure for the Statement of Operations.

a

a

From the Desk of
Greg Hunst



2. The Amortization Expense entry of $132,293 ($49,840 2021) is an accounting
transaction and does not reflect any actual transactions. For 2022it has increased
significantly consequent to a change in the amortization accounting policy for the
Society. For 2021and prior years, financial statements were prepared on the incorrect
basis that the lease agreement between the Society and the City of Vernon was a capital
lease. The2022 Financial Statements are prepared on the basis that the lease is an

operating lease. Under the capital lease basis buildings and improvements were
incorrectly amortized on the declining balance method at a rate of 2Yo. On the operating
lease basis they are amortized on a straight line basis to the end of the lease (5.25 years
for the period January 1,2022 to the March 31,2027 lease expiry date). These matters
are explained in Note 4.

Amortization expense is not an operating concern for the Society, primarily for the
reason that at the end of the Lease leaseholder improvements revert to ownership of the
City of Vernon. Accordingly, it is suggested that readers should note that the
Society realized a qain before the depreciation expense of $47.111 in 2022
($18.881 2021L

2
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BDO Tet: 250 5452136
Fax: 250 545 3364
www.bdo.ca

BDO Canada LLP
2706 30th Avenue, Suite 202
Vernon, BC V1T 286

lndependent Practitioner's Review Engagement Report

To the board of directors of
O'Keefe Ranch & lnterior Heritage Society

We have reviewed the accompanying financial statements of O'Keefe Ranch &. lnterior Heritage
Society that comprise the statement of financial position as at December 31 , 2022, and the
statemen[s of operations, changes in net assets and cash ftows for the year then ended, and a
summary of significant accounting poticies and other explanatory information.

filanagement's Responsibility for the FinanciaI Statements
Management is responsibte for the preparation and fair presentalion of these financial
statements in accordance with Canadian accounting standards for not-for-profit organizations,
and for such internal control as management determines is necessary to enabte the preparation
of financiat statements that are free from material misstatement, whether due to fraud or error.

Practitioner's Responsibility
Our responsibitity is to express a conctusion on the accompanying financial statements based on

our review. We conducted our review in accordance with Canadian generatty accepted standards
for review engagements, which require us to compty with relevant ethical requirements.

A review of financiat statements in accordance with Canadian generatty accepted standards for
review engagements is a [imited assurance engagement. The practitioner performs proccdurcs,
primarity consisting of making inquiries of management and others within the entity, as

appropriate, and apptying anatyticat procedures, and evaluates the evidence obtained.

The procedures performed in a review are substantiatly tess in extent than, and vary in nature
from, those performed in an audit conducted in accordance with Canadian generalty accepted
auditing standards. Accordingty, we do not express an audit opinion on these financial
statemenLs.

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the
financial statements do not present fairty, in a[[ material respects, the financial position of
O'Keefe Ranch ft lnterior Heritage Society as at December 31 , 2022, and the results of its
operations and its cash ftows for the year then ended in accordance with Canadian accounting

standards for not-for-profit organizations.

2



BDO

Emphasis of Matter
Without quatifying our conctusion, we draw attention to Note 2 in the financial statements,
which indicates that O'Keefe Ranch & lnterior Heritage Society has a deficiency of revenues over
expenses during the year ended December 31, 2022. These conditions, along with other matters
as set forth in Note 2, indicate the existence of a materiat uncertainty that may cast significant
doubt about O'Keefe Ranch &. lnterior Heritage Society's abitity to continue as a going concern.

Report on Other Legal and Regulatory Requirements
As required by the Societies Act (British Cotumbia), we report that, in our opinion, the
accounting principtes in Canadian accounting standards for not-for-profit organizations have been

apptied on a basis consistent with that of the preceding year.

Chartered ProfessionaI Accountants

Vernon, British Columbia
June 22, 2023

3

BDO Canada LLp, a Canadian tinited llability partnershlp, is a member of BDO lnternational Limited, a UK company limited by guarantee. and forms parl of the

international 8Do ret9/ork of independent member firnrs.



December 31

O'Keefe Ranch & Interior Heritage Society
Statement of Financial Position

(Unaudited)

2022 202',1

Assets

Current
Cash and cash equivatents
Accounts receivabte (Note 3)
lnventories
Deposits and prepaid expenses

Tangible capital assets (Note 4)
Historical artifact collection (Note 5)

S 242,236 5
23,757
2,529

100,399
86,358
2,529

4022 408

270,930 1 89,688

849,058
540,259

1,202,334
540,259

S 1, 660.247 5 1,932,281

Liabilities and Net Assets

Current
Accounts payabte and accrued tiabil,ities (Note 6)
Deferred contributions for future expenses (Note 7)
Current portion of long-term debt (Note 8]

Long-term debt (Note 8)
Deferred capital contributions (Note 9)

Net Assets
Equity in Tangible Capitat Assets and HistoricaI Artifact

CoIteclion
lnternatly restricted
Unrestricted

5 'loz,loa 5
79,292

104,518
8,000

111 016 73 M8

293,276 1 85,566

41,380
118,865404,792

698 068 345,812

983,509
43,950

(65,280)

1,619,433_

(32,9641

962 179 1,586,469

S 1, 660.247 s 1.932.281

4
The accompanying notes are an integral part of these financial statements'



O'Keefe Ranch & lnterior Heritage Society
Statement of Changes in Net Assets

(Unaudited)

For the year ended December 31

Balance, beginning of the year

Excess (deficiency) of revenues over expenses
Grant proceeds for tangible capital assets purchases
Acquisition of tan$ble capital assets
Transfer of funds
Contributions of historical artifacts
Debt repayment

Balance, end of the year

43,950
5,000

3,412 13,412)

s 983,509 s 43,950 s (65,280) s 962,179 5 1,586,469

Tangible
Capital

Assets and
Historical

Artifact
Collection

s 1 ,619,433 s

(649,4631
(308,000)
318,127

lnternally
Restricted Unrestricted

25,173
308,000

(318,127)
(43,950)

5 (32,964) 5 1,586,469

2022
Total

(624,290_'

2021
Total

5 1,612,428

(30,959)

5

The accompanying notes are an integral part of these financial statements.



For the year ended December 31

O'Keefe Ranch & lnterior Heritage Society
Statement of Operations

(Unaudited)

2022 2021

Revenue
Grants (Note 10)
Admission and speciaI events
Rent
Government assistance (Note 11)
General store and gift shop
Donations
Amortization of deferred capitaI contributions (Note 9)

Expenses
Advertising and promotion
Amortization
Bad debts
lnsurance (recovery)
lnterest and bank charges
Materiats and supplies
Memberships and licences
Office
Professional fees
Property taxes
Repairs and maintenance
SpeciaI events
5ub-contracts
Travel
Utitities
Vehicte
Wages

S zgt,tsl 5
198,223
75,346
20,846
36,794
34,692
22 074

207,408
147,1U
101,250
108,376
21,738
18,609

365

669,729 610,930

5,683
132,293

630
(54,368)

3,341
47,558

1,367
20,314
22,273
8,038

20,O16
52,379
8,830

734
48,147
9,392

428,284

3,873
49,U0
3,260

38,897
5,441

34,318
2,266

12,361
19,361
9,687

25,333
16,669
9A,218
1,426

49,072
5,887

273,980

Loss before other items

Loss on disposal of assets

Deficiency of revenues over expenses

754,911 fll,889

(85,182) (30,959)

539 108

s (624,290) 5 (30,959)

6
The accompanying notes are an integral part of these financial statements.



For the year ended December 31

o' Keefe Ranc h - 
it:?:;:ff :Ttr":;?:L"#

(Unaudited)

2022 2021

Cash flows from operating activities
Cash receipts from customers
Cash receipts from government
Cash paid to supptiers and employees

Cash flows from investing activities
Acquisition of tangibte capital assets
Ca pita t contributions received

Cash flows from financing activities
Repayment of tong-term debt
Proceeds from tong-term debt

Net increase (decrease) in cash

Cash and cash equivalents, beginning of the year

155,376 (16,352)

s 760,702 5
20,846

1626,17z',)

444,778
108,376

(529,506)

1318,127)-
308,000

(1 00,354)
50,500

11o,127l, (49,8541

(3,4121 (22,9121
20,000

13,4121 (2.9121

141,837

1 00,399

(69,1 't 8)

169,517

Cash and cash equivalents, end of the year s 242.236 5 100,399

7
The accompanying notes are an integra[ part of these financiaI statements.



O'Keefe Ranch & lnterior Heritage Society
Notes to Financial Statements

(Unaudited)

December 31 2022

1, Significant Accounting Policies

Nature and Purpose of
Organization

O'Keefe Ranch & lnterior Heritage Society (the "Society") was
incorporated on March 7, 1977 under the Society Act of British
Cotumbia. The Society operates a heritage site depicting the
ranching history of the North Okanagan. As part of the operations
of the heritage site, the Society rents facitities and operates a
retail store and gift shop. The Society is a registered charity under
the lncome Tax Act and is exempt from income taxes provided that
certain requirements of the lncome Tax Act are met.

Basis of Accounting The financial statements have been prepared using Canadian
accounting standards for not-for-profit organizations.

Cash and cash equivalents Cash and cash equivatents are defined as cash on hand and cash
hetd at financial institutions as welt as highty liquid investments,
consisting primarity of credit union equity.

Revenue Recognition The Society fotlows the deferral method of accounting for
contributions.

Restricted contributions are recognized as revenue in the year in
which the related expenses are incurred. Unrestricted
contributions are recognized as revenue when received or
receivabte if the amount Lo be received can be reasonabty
estimated and collection is reasonabty assured.

RestrlcLed ne! iltvesLntettL ittcutlte is tecogttized as revenue in the
year in which lhe retated expenses are incurred. Restricted net
investment income that must be added to the principat amount of
resources hetd for endowment is recognized as a direct increase in

net assets. Unrestricted net investment income is recognized as

revenue when earned.

The Society recognizes operating revenue upon receipt for
admissions, speciaI events and sates.

8



O'Keefe Ranch & lnterior Heritage Society
Notes to Financial Statements

(Unaudited)

December 31.2022

1. Significant Accounting Policies (continued)

Tangible Capital Assets Purchased tangibte capital assets are stated at cost [ess

accumulated amortization. Contributed tangibte capitaI assets are

recorded at fair value at the dale of contribution untess fair vatue
is not determinabte in which case contributed tangibte capitat
assets are recorded at nominal value at the date of contribution.
Expenditures for repairs and maintenance are expensed as

incurred. Betterments that extend the usefut tife of the tangibte
capitaI asset are capitatized.

Amortization based on the estimated useful tife of the asset is

catculated as fottows:

Leasehotd im provements
Farm machinery
Furniture and equipment
Computer equipmenl

Method
Straight tine
Declining batance
Dectining balance
Declining balance

Rate
lease term
15o/o

207o

30y,

Contributed Services

When a tangibte capilal asset no longer has any long-term seryice
potential to the Society, the excess of its net carrying amount over
any residual value is recognized as an expense in the statement of
operations. Any unamortized deferred contribution amount
retated to the tangibte capital asset is recognized in revenue in the
statement of operations, provided that att restriclions have been
complied with.

When a tangibte capitat asset is disposed of, the difference
between the net proceeds on disposition and the net carrying
amount is recognized in the statement of operations. Any

unamortized deferred contribution amount retated to the tangible
capital asset disposed of is recognized in revenue in the statement
of operations, provided that all restrictions have been comptied
with.

Volunteers contribute a significanl amount of time each year to
assist the Society in fundraising and carrying out its program and

services. Because of the difficutty in determining their fair vatue,
contributed services of volunteers are not recognized in these
financiaI statements.

lnventory is valued at the lower of cost and estimated net
realizable vatue.

I

lnventory



O'Keefe Ranch & Interior Heritage Society
Notes to Financial Statements

(Unaudited)

December 31.2022

1. Significant Accounting Policies (continued)

Historical Artifact
Collection

Use of Estimates

Financial lnstruments

Leased Assets

The Society's cotlection is capitalized in the statemenl of financial
position but is not subject to amortizalion. Contributions of
collection items are reported directty to net assets and as an

increase to tangibte capital assets at their fair vatue. When fair
value cannot be determined, the contribution is recognized al a

nominaI vatue.

The preparation of financiaI statements in conformity with
Canadian accounting standards for not-for-profit organizations
requires management to make estimates and assumptions that
affect the reported amount of assets and tiabilities, disctosure of
contingent assets and Liabil,ities at the date of the financiaI
statements and the reported amounts of revenues and
expenditures during the year. Actual results coutd differ from
these estimates.

Financial instruments are recorded at fair vatue at initial
recognition.

In subsequent periods, financia[ assets with activety traded
markets are reported at fair vatue, with any unreatized gains and
losses reported in income. Al[ other financial instruments are
reported at amortized cost, and tested for impairment at each
reporting date. Transaction costs on the acquisition, sale, or issue
of financial instruments are expensed when incurred.

The Society's financiaI instruments consist of cash, accounts
receivabte, accounts payable, short term debt and long term debt.
Untess otherwise noted, it is management's opinion that the
Society is not exposed to significant interest, currency or credit
risks arising from these financiaI instruments.

Leases are ctassified as capilal or operating leases. A lease that
transfers substantiatly atl, of the benefits and risks incidental to the
ownership of property is ctassified as a capital lease. At the
inception of a capita[ [ease, an asset and an obtigation are
recorded at an amount equal to the lesser of the present vatue of
the minimum tease payments and the property's fair value at the
beginning of the lease. Under operating leases, assets arising from
leasehotd improvements are amortized on a straight-line basis over
the term of the lease, which is the estimated useful tife of the
assets.

10



O'Keefe Ranch & lnterior Heritage Society
Notes to Financial Statements

(Unaudited)

December 31,2022

1. Significant Accounting Policies (continued)

Government lncentives

lmpairment of Long-lived
Assets

The Society makes periodic apptications for financial assistance
under government incentive programs. Governmenl assistance
received during the year for current expenses is included in the
determination of net income for the year. Government assistance
retated to capitat expenditures is shown as a reduction of the cost
of such assets.

When a tangible capital asset no longer has any long-term service
potential to the Society, the excess of its net carrying amount over
any residual vatue is recognized as an expense in the statement of
operations. Any unamortized deferred contribution amount related
to the tangibte capital asset is recognized to revenue in the
statement of operalions, provided that att restrictions have been
comptied with.

2. Going Concern

The Society has recurring deficiency of revenues over expenses of 585,182 from operations prior
to deducting the loss on disposal of capitat assets and has a working capital deficiency. As a

resutt, there is material uncertainty that may cast significant doubt as to whether the Society
wit[ have the abitity to continue as a going concern.

The Society's abitity to continue as a going concern is dependent on finding new funding sources,

reducing expenses and obtaining government supporl measures. The Society currentty has an

oustanding loan with the City of Vernon, which has been the subject of discussion with the City.
The City has agreed to continue deferral of repayment to a future date to be mutuatty
determined as the Society formulates a repayment ptan. lf the Society is unabte to renegotiate
payment terms on the [oan, there is a possibitity that the Society may be unable to continue to
realize its assets and to discharge its tiabitities in the normal course of operations.

These financial stalements are prepared on a going concern basis in accordance with Canadian

accounting standards for not-for-profit organizations which assumes that the Society witt be abte
to obtain adequate financing as required and reatize its assets and discharge its Liabitities in the
normal course of operalions. lf the going concern assumption was not appropriate for [hese
financiat statements then adjustments would be necessary to the carrying vatue of the assets and
tiabilities.

11



O'Keefe Ranch & lnterior Heritage Society
Notes to Financial Statements

(Unaudited)

December 31,2OZZ

3. Accounts Receivable

Trade receivabtes
GST receivable

2022 2071

5 4,662 5

19,095
79,946
6,412

5 zl,zsz 5 86,358

-

4. Tangible Capital Assets

Leasehotd
improvements

Machinery and
equipment

Furniture and
equipment

Computer equipment

Accumulated
Cost Amortization

Accumutated
Cost Amortization

2022 2021

s 1,332,368 5

309,528

24314
14,960

539,788

269,694

1A,544
12,O82

5 1,808,965 S

368,770

121,659
27,484

688,031

307,659

105,140
23,710

'l ,681 ,166 832,1U8 't,3t6,8/4 1,124,54tJ

5 gag,osg 5 1,202,334

Capital. assets acquired during lhe year that were not put into use as at the year-end date
inctude property improvements totatting 5273,916 (7021 ' 521,2711.

During the year, the Society reviewed its lease agreement with the City. As a resutt, it was

determined [hat leases previousty accounted for as capital leases are in fact operating
leases. As a resutt, it was determined that buildings on the property at the start of the
[ease were not capital assets of the Society. These assets have been written off in the
current year resulting in a one-time toss of 5491,621 which has been inctuded in net income.
Additionatty, lhe Society changed the basis of calcutating amortization of leasehotder
improvements from ae dectining balance method af 27o per year to a straight-line method
over 5.25 years, representing the years remaining in the lease agreement at the beginning of
the year.

12



O'Keefe Ranch & lnterior Heritage Society
Notes to Financial Statements

(Unaudited)

December 31 2022

5. Historical Artifact Collection

Period farm, household and personal effects
Rare breed animals

2022 2021

s stt Jsa 5

3,095
537,1U

3 095

s 540,259 5 540,259

6. Accounts Payable and Accrued Liabilities

Accounts payable and accrued tiabitities
Government remi ttances

2022 2021

5 95,980 5
6,988

94,252
10,266

s 102,968 5 104,518

lncluded in accounts payable is an accrual for insurance payable to the City of Vernon that is

determined in a cost-sharing agreement between the Society and the City based on the value of
certain assets owned by the City and used by the Society. These amounts are subject [o
negotiation between the City and the Society as the vatue of the underlying assets is undergoing
review; as such, these amounts are subject to change and may be updated in subsequent periods.

7. Deferred Contributions for Future Expenses

Deferred contributions represent unspent resources externalty restricted for operations, received
in the current period that is retated to expenses of a subsequent period. Changes in the deferred
contributions batance are as fottows:

2022 2021

Beginning batance
Less: amounts recognized as revenue in the year
Amounts received retated to expenses of a subsequent

period 89,370 8,000

s 79,292 5 8,000

-

s 8,000 5
(18,078)

1 9,500
(1 9,500)

Ending balance

13



O'Keefe Ranch & Interior Heritage Society
Notes to Financial Statements

(Unaudited)

December 31 2022

8. Long-Term Debt

Kubota Canada Ltd financing, secured by specific
equipment with a carrying vatue of 58,148,
repayabte in monthty instaltments of 5254 bearing
no interest, due April 2023

City of Vernon financing repayable in lump-sum
payment at the end of Lhe term, bearing no
interest, due December 31 ,2022

Canada Emergency Business Account forgivable loan
payabte to Vantageone Credit Union, with no
repayment terms or interest until December 2023.
The loan witt be forgiven at 337o of the repaid
batance at December 31 ,2023, up to a maximum of
520,000. Any unpaid principte at December 31, 2023
wil,t be subject interest onty payments, at 5.0% per
annum, and must be futty repaid by December 31 ,

2025.

SubtotaI
Current portion

Long-term portion of debl

2022 2021

s 1,016 5 4,428

70,000 70,000

40,000 40,000

111,016
(1 1 1,016)

114,428
(73,c/8),

s 5 41,380

9. Deferred Capital Contributions

Deferred capitat contributions represent the unamortized portion of contributed capital assets

and restricted contributions used to purchase capital assets. The changes in the deferred
contributions balance for the period are as fottows:

2022 2021

Beginning batance
Add: restricted contributions retated to capital asset

purchases
Less: amounts amortized to revenue

$ lta,aoo 5 70,531

s to4tez 5 fi8,866

308,000
122,O741

54,700
(5,36 5)

Ending batance

14



O'Keefe Ranch & lnterior Heritage Society
Notes to Financial Statements

(Unaudited)

December 31,2022

10. Grant Revenue

City of Vernon
Department of Canadian Heritage
Province of British Cotumbia
British Cotumbia Arts Council
Government of Canada
Community Foundation
BC Gaming Grant
Township of Spattumcheen
Katamalka Rotary Grant
District of Cotdstream
First West Foundation Grant
Canada Summer Jobs Grant

2022 2021

S 125,ooo 5

77,337
125,000

19,500
20,000
25,908

7,0006,594
11,500

10,000
5,000

19,964
2,000

34 359

s z$t,lsl 5 207,408

1 1. Government Assistance

During the year, the Society received financial assistance from the federal government under the
Canada Emergency Wage Subsidy program, which provides financiat relief of employee's wages to
employers impacted by the COVID-19 pandemic. The subsidy received has been recorded directty
to income.

12. Economic Dependence

The Society reties on the City of Vernon and the provincial government for significant operating
grants and for favourabte land lease terms. Grants from the City of Vernon and the Federal
Government account for 29Yo of the Society's revenue (2021 - 2O/"1. ln prior years, the Society has

expended considerabte resources on infras[ructure repairs to fixed capitat assets owned by lhe
City of Vernon. The Society is devetoping a business plan and its continued operation as a going

concern in the future wilt depend on its partnership with the City of Vernon to atlow the Society
to focus on day to day visitor operations with the City focusing on needed repairs to fixed capital
assets owned by the City. The Society's leases with the City of Vernon expires on March 31, 2427
provided att the terms of the tease are adhered to by the Society.

15



O'Keefe Ranch & lnterior Heritage Society
Notes to Financial Statements

(Unaudited)

December 31,2022

13. Commitments and Contractual Obligations

The Society has entered into a commercial lease agreement with the City of Vernon ("Vernon"),

for [and, related facitities and collections commonty known as O'Keefe Ranch and lnterior
Heritage Society. The lease agreement is for a term of 30 years, renewable on April 1, 2027. The
annual commitment on this lease is 51 per year beginning on Aprit 1, 1997. The agreement states
that the Society witt be responsible for maintaining improvements present at time of signing, as

we[[ as throughout the duration of the lease.

14. Financial lnstruments

Credit risk

credit risk is the risk that one party to a financia[ instrument witt cause a financial loss for the
other party by faiting to discharge an obtigation. The Society is exposed to credit risk resulting
from accounts receivabte.

Liquidity risk

Liquidity risk is the risk that the company encounters difficutty in meeting its obligations
associated with financiat tiabitities. Liquidity risk inctudes the risk that, as a result of operational
tiquidity requirements, the Society witl not have sufficient funds to settte a transaction on the
due date; witt be forced to setl financial assets at a vatue, which is a less than what they are

worth; or may be unabte to settle or recover a financiaI asset. Liquidity risk arises from accounts
payabte, short term debt and its reliance on grant funding to have sufficient funds to settte
obtigations over the course of the year.
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BDO Tet: 250 5452136
Fax: 250 545 3364
www.bdo.ca

BDO Canada LLP

2706 30th Avenue, Suite 202
Vernon, BC V1T 286

lndependent Practitioner's Review Engagement Report

To the board of directors of
O'Keefe Ranch & Interior Heritage Society

We have reviewed the accompanying financial statements of O'Keefe Ranch & lnterior Heritage
Society that comprise the statement of financial position as at December 31 ,2023, and the
statements of operations, changes in net assets and cash flows for the year then ended, and a
summary of significant accounting policies and other exptanatory information.

Management's Responsibility for the Financial Statements
Management is responsibte for the preparation and fair presentation of these financial statements
in accordance with Canadian accounting standards for not-for-profit organizations, and for such
internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

Practitioner's Responsibility
Our responsibitity is to express a conclusion on the accompanying financial statements based on

our review. We conducted our review in accordance with Canadian generatly accepted standards
for review engagements, which require us to comply with relevant ethical requirements.

A review of financiat statements in accordance with Canadian generally accepted standards for
review engagements is a limited assurance engagement. The practitioner performs procedures,
primarity consisting of making inquiries of management and others within the entity, as

appropriate, and applying anatyticaI procedures, and evaluates the evidence obtained.

The procedures performed in a review are substantiatty less in extent than, and vary in nature
from, those performed in an audit conducted in accordance with Canadian generatly accepted
auditing standards. Accordingly, we do not express an audit opinion on these financial
statements.

Conclusion
Based on our review, nothing has come to our attention that causes us to betieve that the
financial statements do not present fairly, in all material respects, the financial position of
O'Keefe Ranch & lnterior Heritage Society as at December 31 , 2023, and the resutts of its
operations and its cash flows for the year then ended in accordance with Canadian accounting
standards for not-for-profit organizations.
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Emphasis of filatter
Without quatifying our conctusion, we draw attention to Note 2 in the financial statements, which
indicates that O'Keefe Ranch & lnterior Heritage Society has a deficiency of revenues over
expenses during the year ended December 31,2023. These conditions, along with other matters
as set forth in Note 2, indicate the existence of a material uncertainty that may cast significant
doubt about O'Keefe Ranch & lnterior Heritage Society's abitity to continue as a going concern.

Report on Other Legal and Regulatory Requirements
As required by the Societies Act (British Cotumbia), we report that, in our opinion, the accounting
principles in Canadian accounting standards for not-for-profit organizations have been apptied on
a basis consistent with that of the preceding year.

BDO eaada" LLP
Chartered ProfessionaI Accountants

Vernon, British Cotumbia
March 28, 2024

3

BDO Canada LLP, a Canadian timited tiability partnership, is a member of BDO lnlernational Limited, a UK company timited by guarantee, and forms part of the

international BDO network of independent member firnls.



December 31

O'Keefe Ranch & Interior Heritage Society
Statement of Financial Position

(Unaudited)

2023 2:022

Assets

Current
Cash and cash equivalents
Accounts receivabte (Note 3)
lnventories
Deposits and prepaid expenses

Tangible capital assets (Note 4)
Historical artifact collection (Note 5)

s 32,069 5
41,O45
2,860
2,080

242,236
23,757
2,529
2,408

79,054 270,930

773,131
54O,259

849,058
540,259

s 1.391.444 s 1.660,247

Liabilities and Net Assets

Current
Accounts payabte and accrued tiabitities (Note 6)
Deferred contributions for future expenses (Note 7)
Current portion of long-term debt (Note 8)

Deferred capital contributions (Note 9)

Net Assets
Equity in Tangible Capitat Assets and Historical Artifact

CoItection
lnternally restricted
Unrestricted

384,544 293,276

369,169 404,792

753,713 698,068

944,221 983,509
43,950 43,950

(350,440) (65,280)

637,731 962,179

s 226,644 $
47,gOO

110 000

102,968
79,292

111,016

s 1.391 -444 s 1.660.247

4
The accompanying notes are an integral part of these financial statements.



O'Keefe Ranch & Interior Heritage Society
Statement of Changes in Net Assets

(Unaudited)

Tangible
Capital

Assets and
Historical

Artifact
Collection

2023
Total

2022
TotatFor the year ended December 31

Balance, beginning of the year

Excess (deficiency) of revenues over expenses
Grant proceeds for tangible capital assets purchases
Acquisition of tangible capital assets
Debt repayment

Balance, end of the year

s 983,509 s 43,950 s (65,280) s

(75,1 10)
(62,9941
97,800

1,016

lnternally
Restricted Unrestricted

(249,338)
62,994

(97,800)
(1,016)

962,179 s 1,586,469

1324,4481 (624,2901

s ea4zzt 5 43,950 s (350,440) s 637,731 s 962,179

5

The accompanying notes are an integra[ part of these financial statements,



For the year ended December 31

O'Keefe Ranch & lnterior Heritage Society
Statement of Operations

(Unaudited)

2023 2022

Revenue
Grants (Note 10)
Admission and special events
Rent
Government assistance
General store and gift shop
Donations
Amortization of deferred capitaI contributions (Note 9)

Expenses
Advertising and promotion
Amortization
Bad debts
lnsurance (recovery)
lnterest and bank charges
Materials and supplies
Memberships and licences
Office
Professional fees
Property taxes
Repairs and maintenance
SpeciaI events
Travel
Utitities
Vehicle
Wages

Loss before other items

Loss on disposal of assets

s 343,398 s
217,O17

91,669

281,754
198,223
75,346
20,846
36,794
34,692
22,074

28,381
21,561
98,617

79O,643 669,729

7,128
173,727

147,873
11,794
58,898

2,93O
24,221
43,568

3,360
14,72O
65,629

579
66,247
'i'2,705

481,712

5,683
132,293

630
(54,368)

3,341
47,558

1,367
20,314
22,273

8,038
20,016
52,379

734
48,147
9,392

437 114

1,115,O91 754,911

(324,4481 (85,182)

539,1 08

Deficiency of revenues over exDenses s(324.4481 s (624.2901

6
The accompanying notes are an integral part of these financial statements.



For the year ended December 31

O'Keefe Ranch & lnterior Heritage Society
Statement of Cash Flows

(Unaudited)

2023 2022

Cash flows from operating activities
Cash receipts from customers
Cash receipts from government
Cash paid to supptiers and employees

Cash flows from investing activities
Acquisition of tangibte capital assets
Capital contributions received

Cash flows from financing activities
Repayment of long-term debt

Net increase (decrease) in cash

Cash and cash equivalents, beginning of the year

S oal,gle 5 too,loz
20,846

(626,1721(817,6911

(174,3451 155,376

(97,800)
62,994

(318,127',)

308,000

(34,806) (10,127)

(1,016) (3,4121

(210,1671

242,236

141,837

100,399

Cash and cash equivalents , end of the year s 32.069 s 242,236

7
The accompanying notes are an lntegral part of these financiat statements.



O'Keefe Ranch & lnterior Heritage Society
Notes to Financial Statements

(Unaudited)

December 31 2023

1. Significant Accounting Policies

Nature and Purpose of
Organization

O'Keefe Ranch & lnterior Heritage Society (the "Society") was
incorporated on March 7, 1977 under the Society Act of British
Cotumbia. The Society operates a heritage site depicting the
ranching history of the North Okanagan. As part of the operations
of the heritage site, the Society rents facilities and operates a
retait store and gift shop. The Society is a registered charity under
the lncome Tax Act and is exempt from income taxes provided
that certain requirements of the lncome Tax Act are met.

Basis of Accounting The financial statements have been prepared using Canadian
accounting standards for not-for-profit organizations.

Cash and cash equivalents Cash and cash equivalents are defined as cash on hand and cash
hetd at financiaI institutions as wetl as highty liquid investments,
consisting primarily of credit union equity.

Revenue Recognition The Society fotlows the deferrat method of accounting for
contributions.

Restricted contributions are recognized as revenue in the year in
which the related expenses are incurred. Unrestricted
contributions are recognized as revenue when received or
receivabte if the amount to be received can be reasonably
estimated and cotlection is reasonably assured.

Restricted net investment income is recognized as revenue in the
year in which the retated expenses are incurred. Restricted net
investment income that must be added to the principat amount of
resources hetd for endowment is recognized as a direct increase in
net assets. Unrestricted net investment income is recognized as

revenue when earned.

The Society recognizes operating revenue upon receipt for
admissions, specia[ events and sates.

8



O'Keefe Ranch E Interior Heritage Society
Notes to Financial Statements

(Unaudited)

December 31 2023

1. SignificantAccounting Policies (continued)

Tangible Capital Assets Purchased tangible capital assets are stated at cost less

accumutated amortization. Contributed tangibte capital assets are
recorded at fair value at the date of contribution untess fair value
is not determinabte in which case contributed tangible capital
assets are recorded at nominat value at the date of contribution.
Expenditures for repairs and maintenance are expensed as

incurred. Betterments that extend the useful tife of the tangibte
capital asset are capitatized.

Amortization based on the estimated useful life of the asset is
calcutated as foltows:

Leasehold improvements
Farm machinery
Furniture and equipment
Computer equipment

Method
Straight tine
Dectining balance
Declining batance
Declining batance

Rate
lease term
15%
20%
30%

Contributed Services

When a tangibte capital asset no longer has any long-term service
potential to the Society, the excess of its net carrying amount over
any residual value is recognized as an expense in the statement of
operations. Any unamortized deferred contribution amount
related to the tangibte capital asset is recognized in revenue in the
statement of operations, provided that att restrictions have been
comptied with.

When a tangibte capital asset is disposed of, the difference
between the net proceeds on disposition and the net carrying
amount is recognized in the statement of operations. Any
unamortized deferred contribution amount retated to the tangibte
capital asset disposed of is recognized in revenue in the statement
of operations, provided that att restrictions have been complied
with.

Volunteers contribute a significant amount of time each year to
assist the Society in fundraising and carrying out its program and
services. Because of the difficutty in determining their fair value,
contributed services of volunteers are not recognized in these
financiaI statements.

lnventory is vatued at the lower of cost and estimated net
reatizabte vatue.

9
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O'Keefe Ranch & lnterior Heritage Society
Notes to Financial Statements

(Unaudited)

December 31, 2023

1. Significant Accounting Policies (continued)

Historical Artifact
Collection

Use of Estimates

Financial lnstruments

Leased Assets

The Society's coltection is capitalized in the statement of financial
position but is not subject to amortization. Contributions of
cotlection items are reported directty to net assets and as an
increase to tangibte capital assets at their fair value. When fair
value cannot be determined, the contribution is recognized at a
nominaI vatue.

The preparation of financial statements in conformity with
Canadian accounting standards for not-for-profit organizations
requires management to make estimates and assumptions that
affect the reported amount of assets and tiabitities, disclosure of
contingent assets and tiabitities at the date of the financial
statements and the reported amounts of revenues and
expenditures during the year. Actua[ resutts coutd differ from
these estimates.

FinanciaI instruments are recorded at fair value at initiat
recognition.

ln subsequent periods, financial assets with actively traded
markets are reported at fair vatue, with any unrealized gains and
losses reported in income. Atl other financial instruments are
reported at amortized cost, and tested for impairment at each
reporting date. Transaction costs on the acquisition, sate, or issue
of financial instruments are expensed when incurred.

The Society's financiaI instruments consist of cash, accounts
receivabte, accounts payable, short term debt and long term debt.
Untess otherwise noted, it is management's opinion that the
Society is not exposed to significant interest, currency or credit
risks arising from these financial instruments.

Leases are ctassified as capital or operating leases. A lease that
transfers substantially all of the benefits and risks incidental to the
ownership of property is classified as a capital lease. At the
inception of a capital lease, an asset and an obligation are
recorded at an amount equal to the lesser of the present vatue of
the minimum lease payments and the property's fair vatue at the
beginning of the lease. Under operating leases, assets arising from
leasehold improvements are amortized on a straight-line basis over
the term of the lease, which is the estimated useful life of the
assets.

10



O'Keefe Ranch & lnterior Heritage Society
Notes to Financial Statements

(Unaudited)

December 31 2023

1. Significant Accounting Policies (continued)

Government lncentives

lmpairment of Long-lived
Assets

The Society makes periodic applications for financial assistance
under government incentive programs. Government assistance
received during the year for current expenses is included in the
determination of net income for the year. Government assistance
retated to capital expenditures is shown as a reduction of the cost
of such assets.

When a tangibte capitat asset no longer has any long-term service
potential to the Society, the excess of its net carrying amount over
any residual vatue is recognized as an expense in the statement of
operations. Any unamortized deferred contribution amount retated
to the tangibte capital asset is recognized to revenue in the
statement of operations, provided that att restrictions have been
comptied with.

2. Going Concern

The Society has recurring deficiency of revenues over expenses of 5324,448 from operations, and
a working capital deficiency of 5306,490. As a resutt, there is material uncertainty that may cast
significant doubt as to whether the Society will have the abitity to continue as a going concern.

The Society's ability to continue as a going concern is dependent on finding new funding sources,
reducing expenses and obtaining government support measures. The Society currently has an
outstanding [oan with the City of Vernon, which has been the subject of discussion with the City.
The City has agreed to continue deferrat of repayment to a future date to be mutually determined
as the Society formutates a repayment plan. lf the Society is unable to renegotiate payment
terms on the [oan, there is a possibitity that the Society may be unabte to continue to realize its
assets and to discharge its tiabitities in the normal course of operations.

These financial statements are prepared on a going concern basis in accordance with Canadian
accounting standards for not-for-profit organizations which assumes that the Society wit[ be abte
to obtain adequate financing as required and realize its assets and discharge its tiabitities in the
normal course of operations. lf the going concern assumption was not appropriate for these
financial statements then adjustments would be necessary to the carrying value of the assets and
tiabitities.

11



O'Keefe Ranch & lnterior Heritage Society
Notes to Financial Statements

(Unaudited)

December 31 2023

3. Accounts Receivable

Trade receivables
GST receivable

2023 2022

s 10,719 s
30,326

4,662
19,095

s 41,045 5 23,757

4. Tangible Capital Assets

Leasehotd
improvements

Machinery and
equipment

Furniture and
equipment

Computer equipment

2023 2022

Cost
Accumulated
Amortization

Accumulated
Cost Amortization

s 1,391,568 s

325,858

34,9O7
26,633

702,289 5 t

276,344

14,257
12,945

5332 368

309,528

24,310
14,960

539,788

269,694

10,544
12,082

1,778,966 1,005,835 1,681,',166 832,1 08

s 773,131 5 849,058

5. Historical Artifact Collection

Period farm, househotd and personal effects
Rare breed animats

2023 2022

S slz,tel 5
3,095

537,164
3,095

s 540,259 s 540,259

12



O'Keefe Ranch & lnterior Heritage Society
Notes to Financial Statements

(Unaudited)

December 31,2023

6. Accounts Payable and Accrued Liabilities

Accounts payabte and accrued liabitities
Government remittances

2023 2022

S 218,139 S

8,505
95

6
980
988

5 226,644 5 tOZ,gOg

lncluded in accounts payable is an accrual for insurance payabte to the City of Vernon that is
determined in a cost-sharing agreement between the Society and the City based on the vatue of
certain assets owned by the City and used by the Society. These amounts are subject to
negotiation between the City and the Society as the vatue of the undertying assets is undergoing
review; as such, these amounts are subject to change and may be updated in subsequent periods.

7. Deferred Contributions for Future Expenses

Deferred contributions represent unspent resources externatly restricted for operations, received
in the current period that is retated to expenses of a subsequent period. Changes in the deferred
contributions balance are as fottows:

2023 2022

s 79,292 s
(119,9141

8,000
(18,078)

Beginning batance
Less: amounts recognized as revenue in the year
Amounts received retated to expenses of a subsequent

period

Ending batance

88,522 89,370

s 47,900 s 79,292

-

13



O'Keefe Ranch I Interior Heritage Society
Notes to Financial Statements

(Unaudited)

December 31 2023

8. Long-Term Debt

City of Vernon financing repayabte in tump-sum
payment at the end of the term, bearing no
interest, due on demand. S

Canada Emergency Business Account forgivable loan
payabte to VantageOne Credit Union, with no
repayment terms or interest until December 2023.
The loan witt be forgiven at 33% of the repaid
batance at January 18, 2024, up to a maximum of
520,000. Any unpaid principte at January 18,2024
witt be subject interest onty payments, at 5.0% per
annum, and must be fulty repaid by December 31,
2025.

Kubota Canada Ltd financing, repaid in the year S

Subtotal
Current portion

2023 2022

70,000 5 70,000

40,000 40,000
0165t

110,000
(110,000)

111,016
(111,016)

Long-term portion of debt 5

Subsequent to year-end, the Society repaid the Canadian Emergency Business Account
forgivable loan.

9. Deferred Capital Contributions

Deferred capital contributions represent the unamortized portion of contributed capital assets
and restricted contributions used to purchase capital assets. The changes in the deferred
contributions balance for the period are as fotlows:

2023 2022

5 404,792 S 118,866

s

Beginning balance
Add: restricted contributions retated to capital asset

purchases
Less: amounts amortized to revenue

62,994
198,6171

308,000
(22,074)

Ending batance s 369,169 s 404,792

14



O'Keefe Ranch & lnterior Heritage Society
Notes to Financial Statements

(Unaudited)

December 31.2023

10. Grant Revenue

City of Vernon
Department of Canadian Heritage
Canadian Food lnspection Agency
Community Foundation
BC Gaming Grant
Township of SpaItumcheen
Kalamatka Rotary Grant
District of Cotdstream
First West Foundation Grant
Canada Summer Jobs Grant

2023 2022

s 150,000 s
61,870
5,308

166
62,338
10,000

125,000
77,337_

6,594
1 1,500

5,000
19,964
2,000

34,359

19,964

33,752

s 343,398 S 281,754

11. Economic Dependence

The Society relies on the City of Vernon and the provincial government for significant operating
grants and for favourabte land lease terms. Grants from the City of Vernon and the Federal
Government account for 33% of the Society's revenue (2022 - 29%1. ln prior years, the Society has
expended considerabte resources on infrastructure repairs to fixed capital assets owned by the
City of Vernon. The Society is devetoping a business ptan and its continued operation as a going
concern in the future will depend on its partnership with the City of Vernon to atlow the Society
to focus on day to day visitor operations with the City focusing on needed repairs to fixed capital
assets owned by the City. The Society's leases with the City of Vernon expires on March 31, 2027
provided att the terms of the lease are adhered to by the Society.

12. Commitments and Contractual Obligations

The Society has entered into a commercia[ lease agreement with the City of Vernon ("Vernon"),
for [and, related facitities and coltections commonty known as O'Keefe Ranch and lnterior
Heritage Society. The lease agreement is for a term of 30 years, renewable on Aprit 1, 2027. The
annual commitment on this lease is $1 per year beginning on Aprit 1,1997. The agreement states
that the Society witt be responsibte for maintaining improvements present at time of signing, as

wetl as throughout the duration of the lease.
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O'Keefe Ranch & Interior Heritage Society
Notes to Financial Statements

(Unaudited)

December 31 2023

13. Financial lnstruments

Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the
other party by faiting to discharge an obtigation. The Society is exposed to credit risk resulting
from accounts receivable.

Liquidity risk

Liquidity risk is the risk that the Society encounters difficutty in meeting its obligations associated
with financiat tiabitities. Liquidity risk includes the risk that, as a result of operationat tiquidity
requirements, the Society witt not have sufficient funds to settte a transaction on the due date;
witl be forced to se[[ financial assets at a vatue, which is a tess than what they are worth; or may
be unabte to settte or recover a financial asset. Liquidity risk arises from accounts payable, short
term debt and its retiance on grant funding to have sufficient funds to settle obligations over the
course of the year.
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