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National Credit Union Consolidation
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Industry Motivation - Quantitative
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Credit Union Merger Process & Timeline

Initial Planning:
Overview & Education

Design Merger
Strategy

Develop Prospect
Search Criteria

Create Merger
Prospect List

2 — 3 Months

Contact Prospects

Sign Confidentiality
Agreements

Preliminary
Collaborative Value
Proposition
Assessment

Letter of Intent

4 — 7 Months

Due Diligence

Fair Valuation

Costs, Synergies &
Financial Projections

Quantitative &
Qualitative Summary
Value Proposition

Combined ALM

Merger Agreement

Employment
Agreements

Regulatory Merger
Packet

Hart Scott Rodino
Anti-Trust

Member / Shareholder
Vote

Effective (Legal)

Merger Date

Operational
Integration &
Implementation

Technological
Integration &
Implementation

Communication Planning & Execution

2 — 3 Months

2 — 4 Months

2 — 3+ Months



Key Negotiation Items

These MUST be mutually agreed upon early in the process

. . Most Desirable | Least Acceptable .
“

Name

Charter

Governance

Board representation
Table officers
Leadership

CEO

Executive team

Common strategic vision for
the future

Organizational chart: short
term (integration) and long
term (steady state)
Culture

Headquarters

Core system & technology



What is in the Best Interests of the Members?

* Fiduciary duties

 Due diligence

* Value proposition [quantitative v. qualitative]

Staying relevant

How will the post merger entity address the combined membership?
What is your CU comfortable with? Why is it a “good fit"?

Future combined entity post-merger at years 1-5 & 5-107

Is your CU willing to “give” something to “get” something?



Merger Concepts and Roles

Merger of Peers? Filene’s “Network Credit Union”
— Spoiler: It's still just a merger
— Letter to CUs 99-CU-17

Concepts: “Acquisition” vs Proportionate “Merger of Equals”
— Split CEO/President Roles?
— Fundamental change in any event to both CU’s

Looking through multiple lenses

Look to FOM and requisite rules



Key Question: The Board Combination Challenge

 Size/Balance: Combine then reduce?

 Governance “models” [problem solving]

 Table Officers

e (Co-Chair format is disfavored

 Core competencies of a Board

* Are there succession planning opportunities?
— CUSO Board?
— Advisory Board?
— Supervisory Committee?



Sample Communication Overview

Merger Regulatory Merger Special
Agreement(s) Approval Meeting
Signed (Tentative) (Tentative) Legal Merger Date

4/1/2022 7/13/2022 9/22/2022 10/1/2022

Finalize PR, FAQ And Other Applicablie First Announcements — 02/01/2022-04/01/2022
In preparation of initial announcements finalize preliminary communication pieces

Fair Va

uation Due Dilligenice, etc. of CU is Haé)pening - 02/02/202:2—04/17/2022

Submit Regulatory Approval Packet — 02/01/2022-04/14/2022

Update And Educate Internal Stakehplders — 05/10/2022-05/14/2022
Prior to making external announcément and then ongoing provide team member's and board with merger update(s) and tools/training to better assist members

Add Merger Announcements ete. to CU Webjsites — 05/15/2022-05/22/2022
Add information about the merger toboth CU's webssites, social media, etc.

Disseminate Official PR Announcement — 05/23/2022-05/23/2022
Send press release announ¢ing merger (in conjunétion with merger appli¢ation, but after|staff/member announcement) to trades, local media, etc.

Merger Application Approval Window — 06/38/202-07/13/2022

Merger apprlpval, pending applicatién is submitted is planmed should come back sometime during this window.
\ | :
Vote "Yes" Member Campaign — 07/13/2022-09/22/2022
Dependent on when approval comes back

Town Hall| Meetjng (If needed) — 09/01/2022-09/04/2022
Dependentjon When Approval Comes Back

|
February March April May June July August September October

i
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