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Notes on the by-law
The Spending By-law sets out the rules for how the co-op’s money is spent and who must give permission for each type of spending.
Throughout the By-law, there are sections in square brackets and marked with an asterisk [ ]*. These sections need to be amended by the co-op.

CHF Canada members can download an electronic copy of this By-law from the Resource Centre of the CHF Canada website at www.chfcanada.coop. The document is available in Portable Document Format (PDF), and Word. The Word version is set up so that you can adapt the By-law for your co-op.
Spending limits
Your Spending By-law should set limits for certain spending procedures.  Suggested limits appear in Article 6, starting on page 7. There are three levels: 
1) small expenses in section 6.2 (a), 
2) larger, discretionary expenses in section 6.2 (b), and 
3) very large expenses in section 6.2 (c).
You can use the limits shown in the By-law or you can set the limits based on the size of your co-op and other factors. Below, we suggest two ways you can calculate the limits to use in section 6.2 of your By-law:
· $ per unit
· 6.2(a) Expenses under [ ]* -  multiply the number of units by $100 (for example, a 50-unit co-op would have a limit of $5,000)

· 6.2(b) Expenses between [ ]* and [ ]* -  multiply the number of units by $250 to get the top of the range (for example, the range for a 100-unit co-op would be $10,000 to $25,000)
· 6.2(c) Contracts of [ ]* or more - use the top of the range in the previous point

· % of maintenance budget (materials, labour, and contracted maintenance)
· 6.2(a) Expenses under [ ]* - multiply the maintenance budget by 10% (for example, if your maintenance budget is $80,000, the limit would be $8,000)

· 6.2(b) Expenses between [ ]* and [ ]* - multiply the maintenance budget by 25% to get the top of the range (for example, if your maintenance budget is $80,000 the range would be $8,000 to $20,000)

· 6.2(c) Contracts of [ ]* or more - use the top of the range in the previous point

Advice on procurement procedures
The Co-op can get advice about how to ask for and review competitive quotes or bids, on procurement procedures, and on contract management from the CHF Canada website. You should also consult a lawyer or an engineer if you need more help.
1.
Purpose of this by-law
The purpose of this Spending By-law is to help the Co-op control its spending. It sets out the rules for how the Co-op’s money is spent and who must give permission for each type of spending. This By-law takes the place of or amends all previous by-laws or resolutions with matters covered in this By-law.  If there is a conflict this By-law governs.
2.
Operating expenses

2.1 The Occupancy By-law says that each year the members will approve an operating budget for the next fiscal year. The Co-op board of directors has the authority to spend the operating funds of the Co-op in each fiscal year up to the amount of the total operating budget.
2.2 Unless the members decide otherwise at the time of budget approval, the board can use a surplus in one category of expense to offset a deficit in another category within the budget.
2.3 Individual members, staff and committees of the Co-op may not authorize expenditures or otherwise make financial commitments on behalf of the Co-op unless the board has given them explicit authority to do so. 
2.4 The board will delegate to the staff of the Co-op authority to spend funds within the limits it sets. The board may also delegate spending authority to committees for a specific expense or type of expense within the limits it sets. 
2.5 No person may initiate or approve any expense or purchase that substantially benefits that person or where that person has any conflict of interest with respect to that expense or purchase. 
2.6 If the board feels that there should be a change in the total operating expenses and/or housing charges during a fiscal year, it must call a special meeting of the members to consider the change in accordance with the Occupancy By-law. 
3.
Capital expenses
3.1 The board must adopt a capital budget and work plan if it is planning capital expenditures and present it to a meeting of the members for approval. 
3.2 The capital budget and work plan must show: 

· the list of capital items to be replaced or repaired

· the estimated cost 

· the proposed source of funds
· the estimated timeline, and 

· the impact of the proposed expenses on the Co-op’s current and future operating and capital budgets. 

The board must follow the procedures set out in the Occupancy By-law for preparing capital budgets.
3.3 Members’ approval of the capital budget will authorize the board to spend the Co-op’s funds for capital expenditures for the purposes and from the source specified, to a maximum of the total expenditures in the budget. 

3.4
The board must directly approve contracts and other documents that commit the Co-op to spend significant amounts of capital funds as set out in Article 6. The board can delegate authority to the staff to spend lesser amounts. When the board delegates authority, it must set limits on the amounts staff may spend and give any specific directions relating to the expenses that it considers appropriate.  

3.5
No person may initiate or approve any capital expense or purchase that substantially benefits that person or where that person has any conflict of interest. 
4.
Budget control

4.1
Each month, the board will receive a summary budget control report prepared by the Co-op’s manager or bookkeeper. The report will compare budgeted operating income and expenses to actual income and expenses.

4.2
The board will also receive a detailed budget review at least every three months. The report will 

· compare budgeted income and expenses to actual income and expenses 

· show the projected income and expenses for each category in the budget for  the rest of the year 

· provide a written explanation of any projected or actual surplus or deficit.
4.3
If the board has planned capital expenses, the board will receive a summary budget control report prepared by the Co-op’s manager or bookkeeper. The report will compare budgeted capital expenses to actual expenses.
4.4
The board will also receive a detailed budget review at least every three months. The report will 

· compare budgeted capital expenses to actual expenses 

· show the projected expenses for each category in the budget for the rest of the year 

· provide a written explanation of any projected or actual variances.
5.
Emergency expenses 
5.1
Emergency expenses are those expenses the Co-op must make immediately because a delay will 

· risk property damage, or 

· endanger the safety of persons or property, or 

· disrupt essential services to members (for example, light and power, heat, hot water, refrigeration, cooking). 
5.2
The board can authorize any unbudgeted emergency expenses on the Co-op’s behalf without further authority from the members. The board may delegate authority for emergency expenditures to Co-op staff or to any other persons. 

5.3
All unbudgeted emergency expenses must be reported to the board. Significant unbudgeted emergency expenses must be reported by the board to the members. 
6.
Fair, open and objective business practices 
6.1 
The Co-op will follow fair, open and objective business practices in all its purchasing and contracting. Its spending practices and awarding of contracts must be consistent with the conflict of interest and confidentiality rules in the Co-op’s by-laws. 
6.2
For capital repairs and replacements, the Co-op may hire consultants to provide contract administration services including
· assessing deficient building components

· developing a remedial action plan

· preparing specifications and tender documents

· tendering the remedial work and making a recommendation to the Co-op

· administering the contract and inspecting the remedial work.
6.3 
The following rules apply to all spending except for routine or non-discretionary expenses such as property taxes, mortgage payments, utilities and existing salaries (once a staff position and salary have been approved). 
(a) 
Expenses under $ [5,000]*
The board or other person authorized by the board is not required to get written quotations for expenses under $ [5,000]*, but must take a prudent approach to all spending.  This could include getting a written quote or getting three oral quotes. 
(b) 
Expenses between $ [5,000]* and  $ [34,999]*
The board or other person authorized by the board will get three written quotes based on a detailed written scope of work before approving a discretionary expense between $ [5,000]* and $ [34,999]*. The board may waive this requirement in cases where 
· the co-op has used a particular supplier or contractor regularly, or 

· participates in a bulk-buying program, and
· has found that the prices are competitive.
The Co-op must review the prices of regular suppliers and contractors at least every second year to see if their prices remain competitive. Where the Co-op has a contract, the Co-op must review prices at the end of the contract.
There will be no automatic renewal of any contract or agreement. 
(c ) 
Expenses of $ [35,000]* or more 

The board or other person authorized by the board will use a formal tendering process to get written quotes based on a detailed written scope of work for contracts of $ [35,000]* or more. Contracts for projects costing $ [35,000]* or more must contain a clause allowing the Co-op to terminate the contract or agreement without penalty where there has been a breach of the conflict of interest provisions in the Co-op’s by-laws. 

There will be no automatic renewal of any contract or agreement.
The board or other person authorized by the board involved in the formal tendering process must sign a confidentiality agreement that applies to all information about the Co-op and all information received from the bidders.  They can sign the attached Form 1, Confidentiality Agreement.
6.4 
When choosing a quote or bid, the board or other person authorized by the board must consider 

· whether the quote or bid meets the requirements set out in the detailed scope of work

· the quality of goods and services to be provided
· the experience of the service provider or contractor
· the timing of the work 

· the extent to which the product or service is “environmentally friendly”, and

· the cost of the work. 

The board or other person authorized by the board does not have to choose the lowest quote or bid.  They may choose another for reasons such as quality, experience and timing. If they do not choose the lowest bid, they must document the reasons for their choice in the minutes of the board meeting. 
Spending by-law

CERTIFIED to be a true copy of By-law No. [  ] of [legal co-op name], passed by the Board of Directors at a meeting held on _____________ and confirmed by a two‑thirds vote at a meeting of members held on  ___________  .

_____________________________________ c/s

Secretary
Form 1
Confidentiality Agreement
[legal co-op name or letterhead]* 

I have agreed to help the Co-op in a formal bidding process under the Co-op’s Spending By-law.

I understand that 

· I will learn confidential information during the bidding process
· I will use any confidential information only to evaulate the bids 

· I must keep secret any confidential information even after the formal bidding process is over.

Confidential information is

· Any information received from bidders

· Any information discussed at meetings dealing with the formal bidding process

· Any information about the Co-op that is relevant to the formal bidding process.

Unless authorized by the board, I agree not to respond to any inquiries related to the formal bidding process.

Signature:


     
Print name



     
Signature
Date

© CHF Canada, 2013. Members of CHF Canada may use and modify this By-law. This material is not to be used or copied by others without the express, written consent of the Co-operative Housing Federation of Canada.

 À l'heure actuelle, ce règlement n'est disponible qu'en anglais. Les membres de la FHCC devraient communiquer avec la Région de l'Ontario de la FHCC pour demander une traduction.
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