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Fiscal Responsibilities 

Local Food and Farm Co-ops is an Ontario non-profit, co-operative. Its financial management policies are 
established by the Board of Directors which has fiduciary responsibility. The Board of Directors may 
delegate limited authority over its financial affairs to the Treasurer who functions as the Chief Financial 
Officer and to the appropriate staff of the organization; however, the Board retains full responsibility 
and fiscal authority. The Treasurer works directly with the Management to oversee the management of 
fiscal procedures and regularly reports on financial position and investments to the full Board. The 
Executive Director is the staff person responsible for day-to-day operations of Local Food and Farm 
Co-ops and is accountable to the Board of Directors. The following fiscal policies and procedures have 
been approved by the Board of Directors 

May  2017.  

BOARD POLICIES: Executive Limitations Boards of Directors of non-profit Organizations are responsible 
and accountable to the Minister and to the public for ensuring that they provide high quality service and 
excellence in management, and for exercising prudent use of funds. As co-operatives, they are held to 
high standards and are subject to public scrutiny in the safeguarding of funds entrusted to them. Funds 
are to be utilized consistent with the purpose for which they were provided.  

The Board of Directors is responsible for the overall financial integrity of the Local Food and Farm 
Co-ops, consistent with its vision, mission and strategic plan. In addition, the Board of Directors is 
responsible for all assets.  

Reporting requirements for financial management of the Local Food and Farm Co-ops and limitations 
regarding acquisition or disposition of real property have been established by the Ministry (such as the 
Income Tax Act, CRA and Canadian Non-profit Corporations Act) and guide the Board and Management 
in handling of finances and assets.  

This policy outlines the Board directives regarding the acceptable financial management of the Local 
Food and Farm Co-ops and establishes specific limitations on the Management’s authority in these 
matters, as well as establishing limitations regarding Local Food and Farm Co-ops assets. It also outlines 
appropriate measures to mitigate risk.  

POLICY STATEMENT 

The following limitations are intended to provide the Local Food and Farm Co-ops with some guidelines 
to set financial plans.  

1. Financial Planning  

1.1 The ED shall develop an annual Operational Plan that includes operational outcomes for the 
coming year within the context of the Strategic Plan, and the resources allocated for the year in 
the annual budget.  

1.2 The Operational Plan shall be submitted to the Board for approval no later than February of 



each year.  

1.3 The annual budget:  

1.3.1 Shall be in compliance with applicable regulations and policy directives; 

 1.3.2 Shall not have expenditures greater than revenues unless the Board has 
specifically directed otherwise  

1.3.3 Shall be constructed to provide the board with a consolidated presentation of 
expected revenues and expenditures for the year  

1.3.4 Shall not be materially amended in-year without Board approval, except where 
in-year initiatives generate new revenue except where in-year initiatives generate new or 
changed revenue, or if new and unforeseen opportunities arise and change the overall 
Operational Plan.   

1.5 ED is to safeguard the funds it receives by exercising due diligence to satisfy itself of the 
financial soundness of the institution it utilizes for banking and investment purposes. 

2. Financial Reporting 

2.1 The Management shall submit the approved annual report, including a copy of the audited 
financial statement to report on achievement of the operational outcomes established in the 
operational plan and on the financial performance of the Local Food and Farm Co-ops.  

2.2 The Annual Financial Statements shall be presented to the membership at the Annual 
General Meeting for approval each year.  

3. Financial Management  

3.1 The Management shall report to the Board on a quarterly basis on year-to-date revenues 
and expenditures and on any variances to revenues and expenditures approved in the annual 
budget.  

3.2 Over the course of each fiscal year, and unless otherwise directed by the Board, the ED shall:  

3.2.1 Ensure the Local Food and Farm Co-ops financial plans (budget) and position 
(audited financial statements) are compliant with all legislation, regulations or policy 
directives governing Local Food and Farm Co-ops.  

3.2.2 Strive to balance the budget every year. If it appears that Local Food and Farm 
Co-ops will not balance its budget and an accumulated deficit will occur, the 
Management shall seek the approval of the Board prior to any commitments that will 
result in a deficit/surplus over that outlined in delegations policy or immediately upon 
awareness of the deficit/surplus.  

 

 

Revenue 



As a membership-based organization, Local Food and Farm Co-ops depends on annual membership 
support to meet a percentage of its core operating needs. The remainder of revenue is expected to 
derive from program fees, co-sponsorships, and grants.  

1. Any grant or funding applications that are outside the scope of the strategic plan need approval in 
summary form from the Board. 

2. Funding applications in line with the strategic plan and within the financial and administrative 
capacity of the organization are not required to be approved by the board.  

Commitment Authority 

It is the policy of Local Food and Farm Co-ops to grant authority to make commitments, authorize 
payment of invoices, and/or sign contracts to for the Executive Director, as long as the full cost of the 
commitment has been included in the board-approved budget. If the financial implications of entering 
into a commitment, approving an invoice for payment, and/or signing a contract are not included in the 
budget, the Board of Directors’ approval is required before the commitment can be made; approval 
authority is given to the Chair or another Board designated Board member.  

The Executive Director has the authority to enter into multi-year contracts when the commitment has 
been included in the board-approved budget and the total cost does not exceed a set dollar value, 
except in the case of leases and capital expenditures.  

Approval authority of leases and capital expenditures is given to the Chair or other Board designated 
Board Member if they are outside the approved annual budget. 

Disbursement Authority  

It is the policy of Local Food and Farm Co-ops to give disbursement, including check-signing authority, to 
the Chair, Vice-Chair, and Treasurer of the Board of Directors, as well as the Executive Director. The 
Executive Director shall not sign any checks made payable to self nor authorize any other non-approved 
disbursement to self. All disbursements require approved invoices or expense vouchers. A cheque in 
excess of a $5000 requires two signatures, one of which may be that of the Executive Director unless the 
Executive Director is the payee. 

Record Keeping  

A copy of every cheque or other disbursement is attached to the corresponding invoice and kept for a 
period of seven years.  

Review Requirements  

Financial Statements: It is the policy of Local Food and Farm Co-ops to prepare monthly, quarterly and 
annual financial statements, including a Variance Report (actuals versus budget) and statements and 
reports. Statements will be distributed to the Chair, Treasurer, and Board of Directors on a monthly, 
quarterly or annual basis (Balance Sheet, Income Statement and Cash Flow Statements should be 
minimum requirement).  

Variance Reports: The Executive Director will prepare quarterly variance reports for the Board of 
Directors that explain any significant variances in expenditures and revenue compared to budget in each 
line item.  



Policies: It is the expectation that the Board will review these policies annually.  

Annual Budget: The Executive Director will prepare an annual budget that is approved by the Board of 
Directors before the start of the fiscal year. The budget will present revenue and expense projections for 
the fiscal year and an estimate of cash flow needs, showing the timing of revenue and expenses. In the 
case of significant revenue shortfalls, budget deficits, additional funding or surplus, the Executive 
Director may present at least semi-annually, budget modifications to the Board projected for the 
remainder of the fiscal year. 

Operating Reserve Policy  
 

PURPOSE 

The purpose of the Operating Reserve Policy for Local Food and Farm Co-ops is to ensure the stability of 
the mission, programs, employment, and ongoing operations of the organization. The Operating Reserve 
is intended to provide an internal source of funds for situations such as a sudden increase in expenses, 
one-time unbudgeted expenses, unanticipated loss in funding, or uninsured losses.  

Operating Reserves are not intended to replace a permanent loss of funds or eliminate an ongoing 
budget gap. It is the intention of Local Food and Farm Co-ops for Operating Reserves to be used and 
replenished within a reasonably short period of time. The Operating Reserve policy will be implemented 
in concert with the other governance and financial policies of Local Food and Farm Co-ops and is 
intended to support the goals and strategies contained in these related policies and in strategic and 
operational plans.  

DEFINITIONS AND GOALS  

The Operating Reserve will be reviewed and adjusted in response to internal and external changes. The 
target minimum Operating Reserve Fund is equal to six months of average operating costs. The 
calculation of average monthly operating costs includes all recurring, predictable expenses such as 
salaries and benefits, occupancy, office, travel, program, and ongoing professional services. 
Depreciation, in-kind, and other non-cash expenses are not included in the calculation. The calculation 
of average monthly expenses also excludes some expenses. The amount of the Operating Reserve fund 
target minimum will be calculated each year after approval of the annual budget, reported to the 
Finance Committee/Board of Directors, and included in the regular financial reports.  

ACCOUNTING FOR RESERVES  

The Operating Reserve Fund will be recorded in the financial records as the Board-Designated Operating 
Reserve. The Reserve  will be funded and available in cash or cash equivalent funds.  

FUNDING OF RESERVES  

The Operating Reserve Fund will be funded with surplus unrestricted operating funds. The Board of 
Directors may from time to time direct that a specific source of revenue be set aside for Operating 
Reserves. Examples may include one-time gifts or bequests, special grants, or special appeals. 

USE OF RESERVES  



1. Identification of appropriate use of reserve funds. The Executive Director and staff will identify the 
need for access to reserve funds and confirm that the use is consistent with the purpose of the reserves 
as described in this Policy. This step requires analysis of the reason for the shortfall, the availability of 
any other sources of funds, and evaluation of the time period that the funds will be required and 
replenished. 

 2. Authority to use operating reserves  

The Executive Director will submit a request to use Operating Reserves to the Finance Committee of the 
Board of Directors. The request will include the analysis and determination of the use of funds and plans 
for replenishment. The organization’s goal is to replenish the funds used within twelve months to 
restore the Operating Reserve Fund to the target minimum amount. If the use of Operating Reserves will 
take longer than 12 months to replenish, the request will be scrutinized more carefully. The Board of 
Directors will approve or modify the request and authorize transfer from the fund.  

3. Reporting and monitoring. The Executive Director is responsible for ensuring that the Operating 
Reserve Fund is maintained and used only as described in this Policy. Upon approval for the use of 
Operating Reserve funds, the Executive Director will maintain records of the use of funds and plan for 
replenishment. He/she will report on Reserves updates at time of quarterly Financial reports to the 
Finance Committee/Board of Directors of progress to restore the fund to the target minimum amount.  

REVIEW OF OPERATING RESERVES POLICY  

This Policy will be reviewed, at minimum, every other year by the Finance Committee, or sooner, if 
warranted by internal or external events or changes. Changes to the Policy will be recommended by the 
Finance Committee to the Board of Directors. 

 

 


