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Fund For Alliances Guidelines 8-12-10
Purpose of the fund

The Fund For Alliances is a community-wide resource that promotes, facilitates, and supports collaborative strategies such as shared services, mergers and other alliances among human service agencies, which result in efficiencies in the human service system, primarily through cost reduction. The Fund For Alliances was established in 2005 and has contributed to projected savings of over $6,000,000.
Limitations of the fund

While the Fund For Alliances may be able to fund some projects in their entirety, depending on the amount requested and the balance available, agencies should also expect to use Fund For Alliances investments as an important supplement to their own resources, and should approach additional funders as appropriate.

Definition of alliances

The following qualify as “Alliances.” 

· Shared space, equipment, staff or back office operations

· Mergers (when one agency becomes part of another)
· Consolidations (when two or more agencies become part of a brand new agency)

· Parent-subsidiary relationships (when one agency becomes a subsidiary of another)
· Program realignments, such as transferring a program from one agency to another

· Dissolutions (when an agency simply goes out of business) if they lead to transferring a program
Eligible alliances

Agencies must have 501c3 tax exempt status. Eligible alliances are those in which at least one of the participating agencies provides human services to some residents of Erie County.

Activities we will consider funding

We consider funding “one-time incremental costs associated with the alliance.”  We place priority on costs essential to the completion of the transaction and its implementation. We may fund other costs based on circumstances and balance available.

Our funding falls in three categories:

· Exploration of options and facilitation of agreements – We offer this service free of charge as an in-kind contribution through the Not For Profit Resource Center staff. We recognize, however, that sometimes, agencies need to purchase specialized expertise, in licensed areas such as law, accounting, or architecture; or, to comply with national affiliate guidelines.
· Transactional – We will consider funding transactional expenses essential to the completion of the alliance. For example, we have funded legal expenses associated with a lease or merger; extraordinary accounting expenses; and incidental expenses associated with Membership meetings. Also, we may provide funding for key transitioning staff.

· Integration – We will consider funding expenses essential to the integration of the alliance. A simple example is physical moving expenses, and other expenses to set up in a new space. 

We will not fund “post-integration” expenses such as ongoing operational expenses.

Method of funding

Our primary method of funding is Program Related Investments (PRIs), in this case, loans on very favorable terms. The value we see in PRIs is:

· Since agencies must repay the loan, they have an incentive to think through the project thoroughly, to make sure the resulting gains outweigh the loan payments.

· PRIs recycle the money invested by United Way, so that the money can be invested again in the future.

Possible grant component

Depending on the availability of funds and the status of the United Way budget, which may vary year to year and within a single year, United Way may at its sole discretion offer up to 20% of an award as a grant, not a loan. 
Structure of loans
Loan interest rates will be below market. The maximum payment period will be 36 months. Payments will begin immediately.
We will not entertain requests for payment deferrals or forgiveness. Agencies should apply for and accept an offer of a Program Related Investment only if they are confident they can meet the terms and conditions of repayment.
How we evaluate requests
Requests will be evaluated by net present value (five year outlook, 5% discount rate) less United Way total award. Generally, net present value should be at least three times the amount of funding being requested. Net present value is a means of discounting future or repetitive savings (such a reduction in staff) with one-time savings (such as the sale of building), compared to the initial investment. An example is shown on the next page.
	
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Savings
	
	
	
	
	

	Personnel
	   110,000 
	   110,000 
	   110,000 
	   110,000 
	   110,000 

	Sale of Building
	   145,000 
	
	
	
	

	
	
	
	
	
	

	Subtotal
	   255,000 
	   110,000 
	   110,000 
	   110,000 
	   110,000 

	
	
	
	
	
	

	Discounted at 5%
	   255,000 
	   104,500 
	     99,275 
	     94,311 
	     89,596 

	
	
	
	
	
	

	Total discounted
	   642,682 
	
	
	
	

	
	
	
	
	
	

	United Way award
	     28,000 
	
	
	
	

	
	
	
	
	
	

	Net present value
	   614,682 
	
	
	
	


How long it takes to decide on requests

The Fund For Alliances is designed for long term alliances and is not designed for emergency or urgent requests. Please allow 120 days from the time of your request to the time you hear of a decision. 
Response from applicants

Once an offer of a Program Related Investment is made, applicants will have 60 days to decide whether to accept the offer.
Confidentiality

We respect the need for confidentiality. We will limit discussion of requests to staff and volunteers who need to know. All requests are reviewed by the United Way board executive committee. 
Recognition

It is vitally important that our donors and the general community are informed of our efforts. A condition of award is a good faith effort by the agencies to recognize our work through means such as news releases, newsletters, websites, and media interviews.
