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OPTIONS 

• Administrative consolidation  
• Fiscal Agent 
• Joint programming 
• Coalition 

Alliances: 

• Joint Venture Corporation 
(including MSOs) 

• Merger 
• Acquisition 

Strategic Restructuring 

Presenter
Presentation Notes
Let’s look more closely at the various types.Administrative Consolidation. An administrative consolidation is an alliance that entails the sharing, exchanging, or contracting of administrative functions to increase the operational efficiency of one or more of the partner organizations.��Nine Habitat for Humanity affiliates in the Charlotte, North Carolina area came together to collaborate and consolidate business processes; they refer to their partnership as Habitat for Humanity Metrolina Partners. Current focus areas include joint purchasing, joint training, joint ReStore marketing, and mortgage servicing. (http://www.bizjournals.com/charlotte/print-edition/2013/06/07/habitat-metrolina-partnersfocuses-on.html)Fiscal Sponsorship. Fiscal sponsorship refers to the practice of a nonprofit organization offering its legal and tax-exempt status to unincorporated groups engaged in activities related to the organization’s mission. It typically involves a fee-based contractual arrangement between the fiscal sponsor and the unincorporated group, or project. The fiscal sponsor often provides some amount of administrative support to the project.��Citizen Engagement Laboratory “supports, starts, and connects individuals and organizations that use technology-fueled approaches to close the gap between the world we live in and the more just and equal world most of us want.” Though its Powerful Communities program CEL works with entities at all stages of development, providing a combination of infrastructure and strategic guidance.(http://engagementlab.org/what-we-do/powerful-communities/)Joint Programming. A joint programming is an alliance in which organizations come together to launch and manage one or more programs to further the goals of the participating organizations.��In Buffalo, New York, EPIC and Baker Victory Services joined forces to provide more robust hospital-based parent education programs to help new parents foster the social, emotional, and cognitive development of their children; the result is the Ready, Set, Parent! program, which dramatically increased the number of new parents served per year. (http://www.lapiana.org/insights-for-the-sector/insights/collaboration-and-strategic-restructuring/ready-set-parent.aspx)�Coalitions may be temporary or long-term, small and local or large and national. They may operate more or less informally, with or without the formation of a separate legal entity. The Pennsylvania Coalition Against Rape (PCAR) is an example of a coalition formed as an independent entity. It partners with a network of Pennsylvania rape crisis programs to eliminate all forms of sexual violence and to advocate for the rights and needs of victims of sexual assault.(http://www.pcar.org/about-pcar)��The Guilford Nonprofit Consortium is collaborative of nonprofit organizations in Guilford County, North Carolina that fosters mutual assistance and support within the nonprofit community to create a more efficient and effective nonprofit sector. Benefits of membership include an Executive Director Academy, a financial management help desk, a Nonprofit Management Institute, a board development academy, job postings, and various opportunities for discussion and shared learning.(https://www.guilfordnonprofits.org/)��The California Alliance of Child and Family Services is a statewide association of more than 130 private nonprofit child and family serving agencies committed to providing the highest quality services in the most caring and effective fashion. The California Alliance provides legislative and regulatory advocacy on behalf of its member agencies regarding a wide range of key policy issues. All members are required to meet Alliance or national accreditation standards. New members are granted provisional status during their accreditation process. (http://www.cacfs.org/?page=Membership)Alliances can evolve over time. Some start less formally and over time move toward establishment of a formal, legal connection between organizations or even the formation of a new entity, such as those described below.Joint Venture Corporations (including MSOs). Joint venture corporations consolidate some portion of the administrative, programmatic, or advocacy functions of two or more organizations within a jointly controlled corporation. The partner organizations share governance of the new organization. Many joint venture corporations are established in order to further a specific programmatic or advocacy goal. A management service organization (MSO) is a specific type of new organization created to integrate administrative functions, and thus increase the operational efficiency of participating organizations.��The Children and Family Services Center is a single building in Charlotte, North Carolina where ten agencies offer comprehensive assistance to children and families. The CFSC, a separate 501(c)(3), is governed by a board made up of representatives from each of the participating agencies as well as at-large community leaders.(http://childrenfamily.org/)Parent-Subsidiary Structure. A parent-subsidiary structure is an integration of some or all administrative functions and programmatic services of participating organizations, with the goal of increased administrative and programmatic efficiency and/or efficacy. Although the visibility and identity of the original organizations often remain intact in a parent-subsidiary relationship, some organizations involved in such restructurings consolidate to the point where they look and function much like a merged organization. Not everyone with this intent refers uses this language; some organizations prefer to use the term “affiliated entities.”��A parent-subsidiary structure is sometimes chosen due to the restrictions on transferability of contracts, licenses or certifications, restrictions which may be temporary in nature. The creation of a parent-subsidiary structure allows the organizations to achieve the benefits of a consolidated organization while maintaining distinct corporations.��This was the goal for AARP and Experience Corps. In 2011, Experience Corps joined forces with AARP to become AARP Experience Corps, an award-winning national program that engages 50- plus adults as tutors and mentors for children in grades K-3. As an “affiliated entity” of AARP, AARP Experience Corps retained its own 501(c)(3) (allowing it to accept federal grants and conduct charitable fundraising), but program operations (e.g., staff) were transferred to AARP. This arrangement remained in place for over three years. As is often the case, however, the boards are now in the process of dissolving the Experience Corps 501(c)(3), after which Experience Corps will become a program of the AARP Foundation. (http://www.lapiana.org/stories-our-clients/nonprofit-stories/aarp-experience-corps.aspx)Merger or Acquisition. A merger or acquisition is an integration that includes the integration of all programmatic and administrative functions to increase the administrative efficiency and programmatic impact of one or more organizations. Note: FASB (Financial Accounting Standards Board) requires an “accounting” determination of either a merger or acquisition, as described below.��A merger occurs when two or more organizations are dissolved into a newly created corporation that includes some or all of the resources, administrative infrastructure, and programs of the original organizations.��An acquisition occurs when one corporation is dissolved (acquired corporation) with all activities and resources transferred into the surviving (acquirer) corporation. (The selection of an acquisition form of consolidation does not limit the identity/branding, governance, or leadership options of the participating organizations. However the selection of an acquisition form of consolidation does impact the booking of assets within the surviving corporation as outlined by FASB Statement No. 164.) An acquisition may also involve formation of a new entity where one participating entity has obtained control of the nonprofit activities or businesses of all participating entities (e.g., by appointing significantly more of the governing board of the newly formed entity, retaining its bylaws and policies, etc.).��In 2012 Family and Youth Services (FAYS) merged with the Women’s Center of San Joaquin County to become Women’s Center – Youth & Family Services (Women’s Center-YFS). Women’s Center-YFS is San Joaquin County’s only provider of shelter and services specifically designed to meet the needs of homeless and runaway youth and victims of domestic violence and sexual assault. (http://www.womenscenteryfs.org)



WHY CONSIDER OPTIONS NOW? 

Improve efficiency 
and sustainability 

1 
Save costs by sharing 
infrastructure and 
administrative 
expenses 

2 
Tap complimentary 
skills and abilities 

3 

Presenter
Presentation Notes
We are referring to administrative functions



ADMINISTRATIVE 
CONSOLIDATION 

  Sharing of specific ‘back office’ 
functions to increase administrative 
efficiency 

        

  Shared-decision making 

 

 Organizations remain as they are 

Presenter
Presentation Notes
Coy and Yoshida describe an administrative consolidation as a more formal agreement than a collaboration that “involves the sharing of specific functions to increase administrative efficiency.” It is a “commitment to continue, for the foreseeable future, shared decision-making power” but does not, however, change the corporate structure of the organizations. Examples may include standardized human resources practices and training, shared accounting systems, shared IT professional and other key staff, or shared marketing/development staff such as a grant writer.



SHARING BACK 
OFFICE 

SERVICES 

 Two or more separate organizations together 
deliver back office services 
 To the partner organizations 
Or, to others also 
 Each organization maintains its own identity 
 Level of board and management involvement 

depends on the scale of the collaboration 
 The boards have final responsibility and must 

maintain control of the collaborative working 
arrangements or delegate it to a group of staff from 
each organization 
 Can be a written agreement that distinguishes the 

joint functions from the ongoing operations of each 
partner 
 

 

 



ADVANTAGES OF SHARED SERVICES 

Improved or a wider range 
of services 

Access to higher level of expertise 
and to the latest technology, 

making greater specialism 
possible for partners so they are 

able to keep up to date with 
developments in specialist fields 

Greater confidence in 
quality of services as the 

responsibilities of 
providers are formally 

specified, for instance in a 
Service Level Agreement 



‘SHARED BACK 
OFFICE SERVICES’ 

Examples of functions which can be 
shared 

 Purchasing 

 Premises / administration 

 Human resources, recruitment & staff 
development 

 IT 

 Finance services 

 Payroll services 
 

Presenter
Presentation Notes
Can purchase just one to all – the choice of the agencies



CO-LOCATION OF SERVICES 

Organizations co-locate 
under one roof 

1 

Share space – conference 
room, kitchen, front 
office personnel 
• Can be renting an office and 

conference room 
• Or, more traditional shared 

facilities 

2 

Share backroom services  

3 

Presenter
Presentation Notes
Co-locate – sharing space with other non-profitsEspecially good for small nonprofitsWhen several nonprofits come together to share space and backroom services can be referred to as an incubatorSynergy around like minded organizations coming together and better services for customersCan be a strategy to use for agencies with small outpost offices 



ADMINISTRATIVE 
CONSOLIDATION: 

 
 LESSONS LEARNED 

 Partners must to be willing to cede some 
autonomy and delegate  

 

 Typically need at least one strong partner 
at the table 

 

 Articulate clear goals- what benefits can 
the consolidation yield? Not necessarily 
about saving money  

 

 Find partners that share similarities or 
complement one another.  

 

Presenter
Presentation Notes
If administrative collaboration was easy, everyone would be doing it. Your “social capital bank” is where to start. o There are inherent challenges- technical, legal, risks assumed by the partners, trust-building necessary, politics, costs to manage etc. Creating partnerships like this takes courage. o Trust and relationships are essential and take time- so in locating potential partners, starting in your own backyard is wise. Enlightened self- interest is the “sweet spot” for collaboration. o What are you good at/assets you have, where are your gaps? Connect with others that may offer what you are lacking o Important to remember that you get out of the relationship what you put in. Find partners that share similarities or complement one another. o Either in programs or overall mission, work that is administered similarly can be done cooperatively o This also provides the framework you need in order to develop additional synergies between the partners administrative partnerships can be thought of to fall into four categories: an administrative collaboration, administrative consolidation, management service organization (MSO), or external provider. According to La Piana Associates, Inc., an administrative collaboration is an informal, not necessarily enduring, arrangement to share services or expertise while each organization retains its individual decision-making power; an administrative consolidation is a more formal agreement that involves shared decision making (without changing the corporate structure) and the sharing of specific functions; an MSO is a newly created organization for the purpose of integrating administrative functions; and an external service provider involves the outsourcing of certain administrative elements. Although the webinar did not discuss the three organizations according to these categories, applying the La Piana framework to the panelists’ experiences helps to better illustrate examples of administrative collaborations and consolidations, and MSOs.Partners must to be willing to cede some autonomy and delegate o Administrative collaboration requires leaders who are self-aware, able to see where their organization’s gaps and risks lie, smart enough to know what they don’t know, willing to share what they DO know. o We all come from a world where we have to wear a lot of hats in our organization- collaborating with a partner can allow you to finally focus on what you are good at. Typically need at least one strong partner at the table. o Organizations most attracted to administrative collaboration are often those with nothing to lose; They are also the organizations that probably don’t have much capacity to bring to the table. o The business model requires some strong partners at the table in order for it to work. Articulate clear goals- what benefits can the collaboration yield? Not necessarily about saving money- that is challenging to achieve. o Across almost all of the examples of types of administrative collaboration (with the exception of some of the cooperatives we’ve seen) it is rare to save money by collaborating.  o High quality expertise, Technology, and Risk management is not cheap. Often organizations have starved their administrative functions- so when joining into a cooperative or collaborative administrative partnership- it still almost always represents an increase in cost.  o Be clear about what you have to gain and loose. The biggest gain here is often having trusted partners and resources that can help you manage your organization more effectively and lower your operating risk   



SHARED 
SERVICES 
AGREEMENT 

The term of the agreement. 

 The scope of services being provided and who 
from the organization that is receiving the 
services (such as the board or the executive 
director) will supervise the performance of the 
services. 

 

 The fee to be paid for the services.  Depending 
on the circumstances, the organization 
providing the services may charge an 
administrative fee in addition to receiving 
reimbursement for staff time spent performing 
the services.  

 

Presenter
Presentation Notes
CAPLAWFee paid -  In an arrangement where CAA A provides services to CAA B, staff CAA A will need to carefully track their time working for CAA A and CAA B so that it can be allocated properly between the CAAs’ federal grants.



SHARED 
SERVICES 
AGREEMENT 

 Payment terms (e.g., how often invoices will be 
submitted, what format they must be in and when 
they will be paid). 

 A provision clarifying which organization is 
considered the employer of the individual 
performing services under the agreement - who is 
responsible for, among other things, withholding 
and paying taxes, and providing workers’ 
compensation, unemployment insurance and 
employee benefits. A provision on insurance 
coverage to be provided by one or both of the 
organizations. 

 Standard contract language required by OMB 
Circulars to be included in contracts paid for with 
federal grant funds.  

 Circumstances under which the agreement may be 
terminated.  

 

Presenter
Presentation Notes
CAPLAWProvision clarifying which organization…Although such a provision is important to include, it will not always be determinative of which organization is the employer of the individuals performing the services.  In some cases, the two organizations may be considered joint employers of these individuals and thus have joint liability under various federal and state employment laws. CAPLAW recommends that a CAA considering entering into a shared services agreement consult with an employment attorney in its state on this issue.



FISCAL AGENT 

 Used when applicant for a grant is not a 501(c)3 
and the funder requires that the money goes to 
a 501(c)3 

 

 Similar missions 

 
 Charge an administrative fee 
 Expand availability of services to your 

community 
 Incubate new nonprofits 

 
 
 

 

Presenter
Presentation Notes
Not a pass throughWe sometimes write proposals, usually for foundation grants, when the applicant is not tax exempt under Section 501(c)(3) of the Internal Revenue Code (IRC). Most government grant programs and almost all foundations require that the applicant be a public benefit, tax exempt organization, but one can also use a fiscal agent/fiscal sponsor. A fiscal agent can enable an individual (e.g., artist, researcher, inventor, explorer looking for the The Lost City of Z,* etc.) or unincorporated associations (e.g., Citizens for a Better Owatonna, Residents United Against Everything, etc.) to be considered for grants. The ineligible individual or entity has to make a deal with the 501(c)(3) organization to, in effect, borrow their tax exempt status and be responsible for the grant funds received.



JOINT 
PROGRAMMING 

Contractual programmatic 
undertaking of two or more 
entities without legal 
incorporation 

 

Presenter
Presentation Notes
Some of that happen in NH with the utility program that Shannon does??How does the Northern New England CAP Conference happen?



COALITION 

 Developing and implementing a shared 
policy agenda around a common cause (e.g., 
child welfare, human services, the arts, etc.)  

Coordinating efforts on a specific issue 
campaign  

Providing mutual support by, for example, 
signing onto each other’s campaigns without 
taking a highly visible or leadership role  

Sharing information to strengthen each 
coalition member’s respective advocacy 
efforts 

Presenter
Presentation Notes
Example – advocacy efforts – VLIAC, NH?, Maine



STRATEGIC RESTRUCTURING 



CREATE A NEW ORGANIZATION: 
MANAGED SERVICES ORGANIZATION 

Two or more organizations create a separate organization to provide 
all the partners with services. 
 

•Each original organization maintains its own identity distinct 
from the identity created for the new organization. 
 
•The new organization is a legal entity in its own right. Its legal 
structure will vary. It may, for instance, be a registered charity as 
well as a company limited by guarantee, but there are many other 
options for the new organization's 
structure.                                            
 

Presenter
Presentation Notes
KnowHow Nonprofithttps://knowhownonprofit.org/organisation/collaboration/working-collaboratively/sharing-back-office-services-ncvo



CREATE A NEW ORGANIZATION: 
MANAGED SERVICES ORGANIZATION 

Two or more organizations create a separate organization to provide 
all the partners with services. 

    The original organizations may share the governance of the new 
organization. In this case, the new organization has its own 
separate Board with each partner having an agreed number of 
seats on it. 
 
• Another option is for one person to represent all the partner 
organizations on the Board of the new organization. 
 
•But partners' input into management may be looser than this.  

Presenter
Presentation Notes
KnowHow Nonprofithttps://knowhownonprofit.org/organisation/collaboration/working-collaboratively/sharing-back-office-services-ncvo



WHY A NEW ORGANIZATION? 

Formalizes the way that the shared 
work is managed: 

 
none of the partners should 
benefit unfairly from the 
advantages  
or suffer disproportionately from 
the disadvantages possible when 
sharing services 

 



NEW ORGANIZATION 

•A new organization may be 
established to raise income 
for the partners by selling 
spare capacity.  
 

•The clients who pay for 
services may be organizations 
from the voluntary, public or 
corporate sectors.  
 



POTENTIAL SAVINGS 

Cost savings 
through economies 
of scale, releasing 
more money for 
frontline work 

Greater bargaining 
power with 

suppliers when 
buying in bulk 

Leaner workforce 



STAFF EFFECTIVENESS 

Staff can focus on specialist work and their specific skills 
rather than multi-tasking 

More productive use of time  

Networking benefits which will either improve back office 
efficiency or the effectiveness of charitable activities 



POTENTIAL SOURCE OF INCOME 

 

Opportunity to make profit which 
can be re-invested in services, 
lowering admin costs 
 
Sell services beyond the partnership  



JOINT ADMINISTRATIVE OPERATIONS 
(CONTRACTED AND MSO) 

Challenges  

 Tensions of standardization vs partners 
unique operations 

 Ceding autonomy can be a challenging 
change 

 Smaller organizations often see greater 
benefit than larger in relationship, 
managing risks on either side 

 Being very clear about goals and values 
before entering into a partnership 

Benefits 

 Improved efficiency, focus on mission no 
on admin functions 

 Can present partnership opportunities to 
both organizations 

 Stability for smaller organization, larger 
organizations gets presence in the 
community 

Macc CommonWealth 



DISADVANTAGES 

   Front end time investment 
 

  Setting up the organization, legal, tax  
 etc. 
Board recruitment 
Space 
Staff 

 
 



TIPS  

Start with one function, 
e.g. fiscal and add 

 

Retrain people with 
changed roles 

 

Presenter
Presentation Notes
Start with one and build confidence 



CASE STUDY:  ARIS SOLUTIONS 

MSO – 
 Created by executive directors of two 

agencies providing developmental   services in 
Vermont 
 Shared values – consumers, staff, agency 
 Trust in each other 

 

 



MERGER 

Presenter
Presentation Notes
nonprofit mergers often come about through default—due to financial distress or leadership vacuums. At the same time, relatively few nonprofits are using M&A strategically, as a way to strengthen organizations' effectiveness, spread best practices, expand reach, and to do all of this more cost-effectively.



CHALLENGES TO 
MERGERS 

•A lack of knowledge about 
when and how to think about 
mergers and acquisitions. 
 

•  Lack of funding for due 
diligence and post-merger 
integration. 
 

•Lack of funding to explore 
potential merger options. 
 

•A tendency to look at 
mergers reactively, as a route 
out of financial distress or 
leadership vacuums instead of 
proactively as an effective 
growth strategy. 



PARTIAL MERGER 

Challenges 

 Stronger partner assumes risk 

 Building and maintaining trust 
throughout the process 

 Respecting autonomy and 
organizational culture and 
differences 

 Identity and client perceptions 

Benefits 

 Smaller partner gains resources and 
stability 

 Larger partner gains established 
programs not easily developed on 
their own 

 Broaden the reach of your mission 

 Scaling programs that wouldn’t be 
possible 

maccCommonWealth 



MERGER CONSIDERATIONS 

Take action:  
•Use a merger strategy 

to proactively pursue 
your vision and 
objectives rather then 
merely reacting for 
survival 

1 
Think big-picture:  
• Consider the spectrum 

of growth options from 
full mergers to 
strategic partnerships 

2 
Be open-minded:  
• Explore multiple 

avenues to identify 
and screen potential 
merger targets 

3 
Build Consensus 
• Ensure leadership and 

key internal 
stakeholders are 
aligned with the 
merger strategy 

4 
Garner broad 
support:  
•Manage stakeholders 

through thoughtful 
change, 
communications and 
branding post-merger  

5 

Presenter
Presentation Notes
Deloitte: Nonprofit Mergers: Five Keys to Unlocking Value



10 QUESTIONS TO ASK 
WHEN BEGINNING 
MERGER DISCUSSIONS 

Do the advantages of merging overwhelm 
the advantages of continuing separately? 

Is there a singular triggering point or 
special circumstance that makes a merger 
particularly opportune at this time? 

Does support for a merger emanate from 
only discreet segments of the membership 
or leadership? 

Presenter
Presentation Notes
Association of Corporate Counsel1. Do the advantages of merging overwhelm the advantages of continuing separately?  A few nonprofit mergers are clearly propelled by the existing or prospective decline of one organization or the field it serves; that organization is seeking a "White Knight" or "any port in a storm." But those situations are rare. More often there are just one-too-many organizations serving similar constituencies and incurring inefficiencies through unnecessary competition. If it seems obvious to leaders on both sides at the beginning of nonprofit merger discussions that the two will clearly be "better together," the chances for eventual success are high.2. Is there a singular triggering point or special circumstance that makes a merger particularly opportune at this time?  Many merger discussions between the leaderships of nonprofits are prompted by unique factors. One organization's longtime CEO is retiring. Formidable competition to the trade show is appearing on the horizon. Headquarters leases are expiring. The legislature is cooking up an unpalatable meal for the industry, profession, or field. It is common for two nonprofits to parlay these kinds of factors into widespread support for a combination.3. Does support for a merger emanate from only discreet segments of the membership or leadership?  An organization with members that have voting right -- on electing leaders, on bylaws changes, on dues increases, or on almost anything – will most likely need the approval of its membership before a merger can be closed. Indeed sometimes the law requires a super-majority to approve a merger. So unless there is a realistic prospect of widespread support for the merger, its chances of getting beyond the discussion stage are modest.



10 QUESTIONS TO ASK 
WHEN BEGINNING 
MERGER DISCUSSIONS 

Does one prospective merger 
partner have unrealistic 
expectations about its “fair share”? 

Are there substantial, and perhaps 
un-quantifiable, risks facing one 
organization 

Is either organization exceedingly 
enamored of its “status quo”? 

Presenter
Presentation Notes
4. Does one prospective merger partner have unrealistic expectations about its "fair share"?  When two nonprofits considering a merger are of relatively unequal stature – in revenues, memberships, donors, or surplus – the merger still tends to be presented publicly as a "merger of equals" in order to not offend the constituency of the lesser one. Nevertheless the stronger organization might be entitled to realize more from the transaction – in board seats, in perpetuation of programs, or in retention of staff. Unrealistic expectations by either side in this regard is not a favorable omen.5. Are there substantial, and perhaps un-quantifiable, risks facing one organization?  The financial and legal due diligence processes are intended to acquaint each board with any risks facing the other organization so that the board can make a sober assessment. Risks will often not doom a nonprofit merger if the means are at hand to manage them, such as surplus assets, insurance, or contract rights. But major risks that defy measurement or assessment – such as glacial shifts in the field represented by one or both organizations – could make it uncomfortable to pursue.6. Is either organization exceedingly enamored of its "status quo"?  Like the old saw about the "girl who fell in love with the smile but married the whole guy," some organizations are considered "almost perfect" by their constituents because of one great feature. When the organization has a "killer app" – a program or activity that is universally considered important or even essential by its users -- sometimes those users have trouble seeing the possibility of things getting even better through a merger, particularly for the long term future. They don't want anybody to "move their cheese."



10 QUESTIONS TO ASK 
WHEN BEGINNING 
MERGER DISCUSSIONS 

How quickly and easily can decisions be made? 

Where is opposition likely to emerge and can the 
opposition be turned around or neutralized? 

Are there obvious deal-breakers on either side? 

What is all of this going to cost? 

Presenter
Presentation Notes
. How quickly and easily can decisions be made?  Some nonprofit mergers lose their momentum because the decision-making process is too lengthy or too complex. An overly-democratic or excessively-inclusive approach to determining the viability of a merger can be a negative, as can the need for too many levels of approvals. Best would be a small group from each merger partner that develops enough confidence in the merger and its advantages that the group together makes a unanimous and unequivocal recommendation to both organizations.8. Where is opposition likely to emerge and can the opposition be turned around or neutralized?  It is axiomatic in nonprofit organization governance that a committed vocal minority can defeat almost any initiative. It is essential to anticipate where opposition to a merger might arise and take steps to "turn" the opponents, if not into supporters at least into neutrals. Often that will mean making compromises that otherwise would not be necessary. Nonprofits tend to make decisions by consensus rather than by close votes. So the prospects for consensus-building should be assessed early in the discussions. 9. Are there obvious deal-breakers on either side?  Nonprofit mergers usually don't turn on money issues; so other, less-intuitive factors can get in the way of success. What will be the name? Whose CEO or staff will survive? Where will the headquarters be located? How will public policy impasses be resolved? These kinds of issues should be surfaced early, not late, in the discussions and a realistic effort undertaken to ascertain whether there are trade-offs or other paths to resolution available.10. What is all of this going to cost?  A nonprofit merger is a major transaction, even when undertaken between smaller organizations and even if everything sails through to approvals and closing. To avoid unpleasant surprises, both sides should make realistic assessments of the costs likely to be incurred. Legal and financial expenses will be significant because careful due diligence reviews bycosts likely to be incurred. Legal and financial expenses will be significant because careful due diligence reviews by lawyers and accountants are essential, as well as agreements and government filings. There will be many meetings, significant staff time, and – often overlooked – post-closing tasks such as combining benefits and HR policies, assigning trademark/copyright or contract rights, and preparation of stub-year audits and 990s.Bottom line: It's best to ask these kinds of questions at the beginning of nonprofit organization merger discussions; deferring them can lead to unpleasant surprises or even jeopardize the whole deal.



INTERNAL SELF-ASSESSMENT 

What is motivating your desire to 
merge? 

 

What do you expect from a merger? 

 

 Can you keep a focus on mission? 

 

Do you have a unity of strategic 
purpose? 

Presenter
Presentation Notes
Negotiate from a position of strength. Explore your options when things are generally going well for your organization - don't wait until forced or when you don't have any "chips" with which to negotiate. Nonprofits weakened by financial shortfalls or other adverse circumstances are vulnerable to what they dread most: the "take-over" of either the organization itself or its core funding contracts.2. Clarify and get consensus from leadership about motives for merger and what a potential partner would need to bring to the table. While getting your own house in order and before looking at partners, it is critically important that your leadership has reached a consensus as to the why you are seeking a partner, what your aspirations are, and what may be unacceptable. Regarding "deal killers," be mindful that what may appear unacceptable now, might not be later when additional information has been provided and deliberations have progressed with a potential partner. 3. Identify valuable assets. Identify and shore up, where possible, your organization's distinguishing assets and competencies. Ask yourself: what makes your nonprofit different, valued to your constituents and stakeholders, and is not readily duplicated? Also, think about the reasons another organization would want to merge or affiliate with you.4. Executive transitions are opportunities.�One of the key opportunities for affiliation is the departure of an executive director, whether through a planned retirement or otherwise. A leadership change is always an opportunity to reevaluate and think strategically, so before immediately replacing a departing executive, boards should consider whether the organization's mission would be best served by exploring an affiliation. Interim executive directors are an option for the time that exploration might take.5. What personal connections do you already have? When considering local partners, there are usually already existing connections between some staff or board members. Maximize those connections where you can, recognizing that in local communities, there can be complicated interpersonal history that may need to be addressed. Sometimes local affiliations do not happen because of personality or competitive conflicts leading to a lack of trust. Put these aside and let mission and sustainability be your driving motive.6. Change is going to happen, so allow for creativity and don't box yourself in. Form follows function and every affiliation changes both parties in some way. Open yourself up to considering possible local candidates that are outside of your traditional relationships, business model, or funding "silos", and be open to creating something new. Remember, you are engaging in this process with an eye towards the future, not the past.



INTERNAL SELF-ASSESSMENT 

 Can your leaders speak with one voice? 

 

How solid are board-management 
relationships? 

 

 Are you currently in a crisis? 

 

Do you have a history of successful risk 
taking? 

Presenter
Presentation Notes
Internal Self Assessment – What make you a good candidate for a merger?  Sue’s nonprofit mergers workbook



INTERNAL SELF-ASSESSMENT 

Do you have growth orientation? 

 

 Is there an opening in either executive 
positions? 

 

Do you know of other successful mergers? 

Presenter
Presentation Notes
Internal Self Assessment – What make you a good candidate for a merger?  Sue’s nonprofit mergers workbook



TAKE THE 
PULSE 

 “People Readiness 

 
Board of Directors 
Executive Director 
Management/Leader

ship team 
Line Staff 

Presenter
Presentation Notes
We talked about an internal assessment and looking at the readiness of the organization, but what about the readiness of the “people?”Cultural Due Diligence:Once you have narrowed your potential target organizations, it’s time to do your background research. Cultural Due Diligence is about understanding your own company well enough to know how another might fit into it, deciding on what the end result of your merger will look like, and conducting background research into potential target organizations to understand their current culture and how it relates to your own.Transition Planning and Team AlignmentThis is your first chance to start working with key leadership to understand specific challenges facing integration and how to best face them. By planning early, you will be able to focus on conscious, explicit conversations, especially about what each organization expects the results of a cultural merger to look like.Day 1 Integration PlanningCultural integration begins on the first day of a merger or acquisition. Organizations benefit most by putting steps in place at the beginning to create new and lasting habits and align organizational cultures. By working with the Denison Organizational Culture Survey, you can diagnose and monitor areas of cultural synergy, best practices, and cultural blind spots.Ongoing Culture DevelopmentAs the cultural integration progresses, employees feel most anxious about how this new dynamic will affect them personally. Leaders can reassure their workforce by following through on promises made in the early stages of the merger and communicating clearly among all parties during the opening months so that integration happens quickly and smoothly.Let Culture Inform your M&A ProcessWhat with all the upheaval caused by a Merger or Acquisition, it’s tempting to try to put Culture on hold until you feel less busy and more capable of giving it your full attention. However, you will be in a much better position throughout your M&A process if you bring culture in early.



Strongly Agree -1     Agree – 2     Neutral – 3     Disagree – 4     Strongly Disagree - 5 

Board of 
Directors 

Executive 
Director 

Management 
Staff 

Line Staff 

1.  A merger with this partner is a good idea. 

2.  I feel good about this process. 

3.  I look forward to staying on after the 
merger. 

4.  I will support the board’s decision whether I 
agree or not. 

5. Mergers are the wave of the future in our 
field. 
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DUE DILIGENCE 

Due diligence looks at areas including: 

 
 - current financial position and future viability of 

the merged organization 
 
 - property ownership and occupation 

 
 - assets, eg. restricted funds or permanent 

endowment 
 
 - income sources, eg. committed giving, grant 

funding, contracts held or under negotiation 
 
 - employment practice 

 
 - policies and procedures.  
 

Presenter
Presentation Notes
https://knowhownonprofit.org/organisation/collaboration/mergers/deciding-to-merge



ACQUISITIONS 

Sale of assets to another entity
  
 - Non profit 
  - For profit 

 

 Identifies the assets being 
transferred, the liabilities 
being assumed 
 

Presenter
Presentation Notes
Another form of business combination involves the acquisition or sale of assets of an entity. This might be in the form of a nonprofit acquiring the assets of another nonprofit or a for-profit. Alternatively, the transaction might involve a for-profit acquiring the assets of a nonprofit. Often, the form of asset purchase agreement used is very similar to the form used in for-profit transactions and will include a description of the assets being transferred, the liabilities being assumed, and appropriate representations and warranties regarding such assets and liabilities and the parties. Still, such agreement likely will need to include provisions that are unique to a nonprofit. For instance, in the situation where a non-charitable entity is acquiring the assets of a charitable entity, the buyer may require that, as a condition of closing, the seller deliver any approvals necessary from state governmental authorities for the sale of the seller’s charitable assets.An acquisition by a nonprofit organization is a transaction or other event in which an organization obtains control of one or more nonprofit activities or businesses.  Control is defined as the direct or indirect ability to determine the direction of management and policies through ownership, contract, or otherwise. (FASB ASC 958-810-20)  Most combination transactions between nonprofit organizations involve one organization obtaining control over another nonprofit organization.



CASE STUDIES 

Mountain 
Valley CAA 

Ocean 
Lake CAA 
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David to work on NEKLS and FoodWorks attempts to merger  - we will give handouts and ask folks to discuss what to do – what steps to take to make the mergers successful…..



QUESTIONS???? 
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