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Part One: Merger Considerations in the Post-Pandemic Age



Entering a new decade, credit unions had no reason to think that merger 
activity within their industry would slow down. The industry’s rationale 
for continuing unabated on a pathway toward mergers was sound. Many 
smaller credit unions facing regulatory, fi nancial, and competitive 
challenges were looking for merger partners to ensure their members 
would have the products, services, and full range of delivery channels they 
expected from their fi nancial institution. Mid- to large-sized credit unions 
were receptive to mergers as a means of propelling growth and giving 
themselves the critical mass to invest in new technologies and delivery 
channels that would help them keep pace in a competitive marketplace.

As credit unions prepared for how their merger plans would play out in 2020, 
expectations abruptly changed with the emergence of COVID-19. On Jan. 1, 2020, 
very few outside of the health care community understood just how devastating 
this virus would be—not only as a worldwide health crisis but as a major disruption 
to the global economy. However, all of that had changed less than three months 
later. On March 11, the World Health Organization declared COVID-19 a worldwide 
pandemic, and every credit union executive in the U.S. was thrust into the situation 
of implementing parts of their business continuity plan they had never suspect-
ed would be needed: closing branches, setting up remote-work arrangements for 
the majority of their staff , ramping up digital delivery channels and drive-through 
services, canceling in-person meetings and travel plans, reassessing cybersecurity 
risks, and managing a list of myriad other crisis-management activities. 

As credit union executives grappled with this major shift in priorities, it was not 
diffi  cult to see how merger plans would have to be placed on the back burner—
or moved off  the stove entirely. While some mergers did move forward, overall 
M&A activity plummeted. Credit union leaders were not only preoccupied with 
adjustments to the way they did business but also reluctant to move forward with 
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mergers until they could gain a clearer picture of how the economy would  
progress during a pandemic-driven recession.

In the spring of 2021, credit union leaders now have a clearer picture of what  
the future holds. By May 1, with more than 100 million Americans fully vaccinated, 
representing nearly 40% of the country’s adult population, there is a sense that 
the U.S. is on the cusp of a return to normalcy. 

Anticipating a need to assess the merger and acquisition environment for credit 
unions in the post-pandemic world, DDJ Myers has produced this white paper as 
a guide for decision-makers. Early in 2021, we turned to the people whose opinion 
and expertise would be valuable in determining the rationale for moving forward 
with a potential merger and outlining the steps to do so most effectively: credit 
union leaders themselves. In all, we spoke to nearly 25 credit union executives  
and board members, many of whom have extensive merger experience and  
understand what is needed to construct an effective strategic merger plan.

We came away with a treasure trove of information that forms the basis of this 
three-part white paper. Each part addresses a specific part of the process for  
making merger decisions as the industry emerges from the COVID-19 crisis.

PART ONE: MERGER CONSIDERATIONS IN THE 
POST-PANDEMIC AGE  

Part One provides a description of the post-pandemic environment for mergers  
and acquisitions in the credit union industry. This part of the white paper is  
divided into two sections:  

Post-Pandemic Push to Merge

The opening of the white paper provides context by describing the pre-pandemic 
trend toward industry mergers, largely driven by persistent regulatory, financial,  
and competitive challenges that have overwhelmed many smaller credit unions  
and are accelerated by the need for credit unions to achieve sufficient growth in  
undertaking a technological transformation. This first section of the white paper 
also addresses the uncertainties around the pandemic that led to a dramatic  
merger slowdown and how the industry is moving toward a post-pandemic  
world with an eye toward establishing a new normal. 
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The Case for Consolidation

In this section, we identify the importance of aiming for a “win-win-win”  
scenario as the hallmark for a successful merger. Our white paper contributors 
also describe the various advantages that can be achieved via a merger—from 
economies of scale to enhancing your credit union’s talent field to opening up  
a better route for leadership succession. 

 

PART TWO: UNDERTAKING THE MERGER PROCESS

Part Two of the white paper focuses on the merger process itself, from identifying 
appropriate merger partners to the importance of conducting due diligence. It  
likewise is divided into two sections.

Refining Merger Strategies

The first section of Part Two addresses how to assess the synergies between 
two organizations in order to ensure that a merger makes sense. Credit union  
leaders discuss the role that size plays in determining the best merger partner.  
We also take a deeper dive into the advantages of economies of scale with the  
caveat that mergers are not always the most optimal path for achieving growth.

Moving from Merger Talks to Action 

This portion of the white paper focuses on how the rubber meets the road,  
describing how to move forward with and overcome obstacles for a successful 
merger. Credit union leaders describe how important it is not to lose community 
ties in the wake of a merger and how to ensure upfront that the merger will result 
in a good cultural fit between the merging organizations.

 

PART THREE: THE NEWLY MERGED ORGANIZATION

The third and final part of the white paper encompasses transitional issues that  
typically arise in the newly merged organization. Like the first two parts of the 
white paper, Part Three contains two sections:

Bringing the “People Helping People” Together

One of the most important decisions for a newly merged organization concerns 
who will be CEO. This portion of the white paper addresses how that decision  
is made, discusses how to realign the board by integrating staff and creative  
solutions, and explains when it’s appropriate to seek third-party guidance. 
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Transitional Issues

This concluding section of the white paper addresses the myriad decisions related 
to the identity of the new credit union, such as rebranding in markets where a  
new name must be established and supporting the community in the post-merger 
period. Finally, the white paper concludes with guidance on how the continuing 
credit union can gauge the merger’s success.

As you read the three parts of this white paper, we hope you find helpful the  
many insights from the credit union leaders who generously shared their insights 
and opinions. As we move ever closer to a post-pandemic age, the need for well- 
informed and thoughtful decision-making will be more important than ever.



POST-PANDEMIC PUSH TO MERGE  

The COVID-19 outbreak and its unprecedented economic ramifications  

exacerbated many of the wide range of factors involved in the decision 

to seek out a merger, but those pressures have been building for years. 

Kirk Kordeleski, executive benefit consultant with OM Financial Group  
(om-financial.com), sees some parallels in credit union merger trends over the past 
decade with those in the community-banking sector in the 1990s and early 2000s. 
With the removal of regulatory barriers in the late 1980s, bigger banks began  
acquiring smaller community banks until they achieved regional, then super  
regional, and finally national reach. Bank of America is the product of hundreds of 
mergers over two decades.

The march to consolidate tapered off as the mega-banks achieved market dom-
inance. In fact, one reason credit unions are now undertaking community bank 
acquisitions is that demand within the bank sector has cooled, Kordeleski suggests.

Credit unions are following the same cycle to build the scale necessary to deliver  
a compelling and sustainable value proposition to keep members in the fold. All  
indicators point to a near-term acceleration in the pace of consolidation as continu-
ing credit unions seek to improve their standing in a hypercompetitive marketplace 
by delivering on members’ evolving definitions of superior financial service.

Uncertainties Slow Merger Conversations in 2020 

COVID-19 was the pervasive consideration dominating virtually all short-term and 
many long-term business decisions in 2020, and it continues to steer operational 
and strategic discussions in 2021. Exacerbating the pandemic’s effects are un-
certainties about its ultimate duration and overall effect. The net effect during the 
Year of COVID-19 was to slow merger activity, but in the near future, the pandemic 
will likely increase the pace of consolidation as credit unions already struggling to 
maintain adequate capital and revenue production may be less likely to see a viable 
path forward.

According to an industry analysis in Forbes (McIntyre, 2021), “Recovery from the 
pandemic will be a marathon, not a sprint.” Thus, recovery could lead to continued 
consolidation of smaller financial institutions over time: “As the big get bigger, ‘too 
big to fail’ will be replaced by ‘too small to succeed,’ but banks’ viability will vary by 
market” (McIntyre, 2021). That dynamic will apply to credit unions as well.
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The uncertainty surrounding the COVID-19 pandemic is widely regarded as a reason 
for slowing mergers and acquisitions throughout a broad spectrum of industries. 
Writing for Credit Union Management, Stephen Morrissette (2020) reports that M&A 
activity across business sectors was down 53 percent for the fi rst half of 2020, in 
comparison to the previous year, and several banks put off  mergers that had been 
announced in late 2019.

While the pandemic caused many credit unions to hit the brakes on potential mergers, 
it has been an impetus for others to pursue them. Morrisette notes, “Experience and 
research have shown that turbulent infl ection points are often the most important 
strategic moments in a company’s journey—some would say that times like this sep-
arate the ‘winners’ from the ‘losers.’ Winners will fi nd the opportunity in turbulence 
and use this time to leapfrog competitors.”

Credit unions’ responses to the COVID-19 outbreak have consumed a great deal of 
management bandwidth and forced leaders to rethink strategic priorities, which may 
have dropped mergers down on the to-do list, suggests Barry Shaner, President/
CEO of Directions Credit Union (Directions), Toledo, Ohio (www.directionscu.org; 
$1.1 billion; 110,000 members).

Uncertainties about the potential eff ects of the pandemic on credit unions’ fi nan-
cial performance are another likely reason for the short-term slowdown in merger 
activity. According to the NCUA (2014), the industry consolidation rate also declined 
signifi cantly in 2010 as credit unions dealt with fallout from the Great Recession and 
then rose steeply over the next two years. 

The pandemic-driven economic slowdown has put great pressure on smaller fi nan-
cial institutions, which will likely drive up the supply side of the merger equation 
extending beyond 2021 and beyond. “It’s a tough time to be a smaller credit union,” 
Shaner observes. “If you throw in the potential for elevated loan losses, I think that 
heightens the fi nancial factors that drive their decision making.”

The big infl ux of deposits, driven by pandemic stimulus checks, and the shift 
toward a higher demand for digital services has had an uneven infl uence across 
the fi nancial services sector, says Brandon Riechers, CEO of Royal Credit Union 
(Royal), Eau Claire, Wisconsin (www.rcu.org; $3.5 billion; 226,000 members). 

� e stimulus infl ux was more problematic for credit unions with   
lower net worth and/or loan-to-share ratios, says Brandon Riechers.
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Many high-performing credit unions have made it through the pandemic well. For 
institutions that have average net worth, the surge of deposits may have provided a 
temporary boost and delayed the need to consider mergers. However, the stimulus 
influx was more problematic for credit unions with lower net worth and/or loan-to-
share ratios.

Val Mindak, President/CEO of Park City Credit Union (Park City), Merrill, Wisconsin 
(www.parkcitycu.org; $290 million; 22,000 members), concurs that certain aspects 
of federal support mechanisms have masked potential financial problems that could 
crop up in the post-pandemic era. “A lot of smaller credit unions currently have a 
false sense of security,” Mindak says. “Their assets are growing like never before, 
and they’re able to perhaps do loan deferrals to minimize the delinquencies at this 
time. But the reality is they don’t have the ability to sustain that.” 

Merger volume may also have slowed because the pandemic prevented credit union 
leaders from congregating to discuss the challenges facing their organizations. 
“People not being able to communicate as effectively with one another hampered 
the ability of getting things through,” notes Matt McCombs, President/CEO of Vibrant 
Credit Union (Vibrant), Moline, Illinois (www.vibrantcreditunion.org; $970 million; 
over 50,000 members).

Accelerated Shift to Technological Transformation 
 
The pandemic has ratcheted up the need to embrace what Kordeleski refers to as 
“the latest stage of the industrial revolution”—the deployment of data and digital 
technologies as the foundation for artificial intelligence and machine learning in  
member service, lending, marketing, and other aspects of financial services.

While the transition to digital channels was already well underway throughout much 
of the previous decade, driven by demographic shifts and the innovations made  
commonplace by firms such as Amazon and Netflix, shutdown of face-to-face  
commerce due to the pandemic accelerated that shift. “Once the convenience switch 
is flipped, you just don’t go back. There’s no reason to go to a branch just to make a 
deposit,” Kordeleski notes.

Although data-driven commerce is still in the early stages, according to a recent 
analysis by The Financial Brand (Streeter, 2021), the future success of financial 
institutions “hangs on their ability to put data to use, especially for marketing and 
improving the customer experience.” With data-powered business applications  
projected to grow more than fivefold by 2025, credit unions are increasingly  
working to put to use the mountain of data within their existing systems. 
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“The digital and data transition requires significant investments of capital and talent, 
which will continue to drive mergers,” Kordeleski says. 

Brandon Michaels, former President/CEO of JSC Federal Credit Union, Houston, 
Texas (www.jscfcu.org; $2.6 billion; 135,000 members), says COVID-19 was a 
“wake-up call” to credit unions regarding the need to speed up their transforma-
tional journey. As a result, the transition to digital capabilities has accelerated, but 
the hefty price tag is putting a strain on smaller credit unions—and in many cases, 
causing them to look toward mergers as a solution.

“The costs of digital, as a percentage of revenue and capital, are just too high for 
smaller credit unions to withstand,” Michaels says. “Credit unions can’t go down  
the path of just dabbling in this technology. They have to go all in because that’s  
the only way to compete in the world.”

The pandemic has brought about what David Ritter (2020), writing for Credit Union 
Times, calls a “new normal” in the credit union industry, which has required credit 
unions to shift their focus to assessing ways to achieve operational effectiveness in 
serving their members more efficiently via remote delivery channels, drive-through 
services, and “appointment-only” branch visits. “Now that many internal operational 
procedures have been put in place in this ‘new normal,’ many more credit unions 
are looking at strategic mergers as a viable option for long-term sustainability and 
relevance,” Ritter writes.
 
Riechers concurs that the COVID-19 outbreak has ratcheted up many members’ 
demand for remote access, but that does not mean credit unions in certain mar-
kets can shift away from maintaining their brick-and-mortar infrastructure. Royal’s 
branches throughout 2020 handled about 80 percent of the traffic they did during 
the previous year, though members seeking routine transactions relied primarily  
on drive-through access.

Jeff Disterhoft, President/CEO of GreenState Credit Union (GreenState), North  
Liberty, Iowa (www.greenstate.org; $7.1 billion; 250,000 members), agrees that  
the pandemic-driven shift toward mobile channels was notable, but likely would  
not be permanent among members in some markets. Soon after GreenState began  
reopening its branch lobbies as the shutdown eased, some of its members  
returned for in-person banking.

“It’s been surprising to us how quickly certain consumers have gone back to  
their traditional means of transactions—even after they did those transactions  
electronically while our branches were closed,” Disterhoft reports. “Some of  
those people who were doing things the ‘old-fashioned way’ before probably  
were doing that for reasons other than convenience: They enjoy the interactions 
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with other people. They want to get out and about, especially during these
interesting times we live in.”

The permanence of the embrace of digital channels will refl ect geographic 
diff erences, but in rural states such as Iowa, Disterhoft expects the branch 
network to continue to be a popular component of service delivery.

“There will continue to be people who want to visit their money. Here’s a perfect 
example: When farmers sell their crops in the fall, I don’t see them depositing 
those checks electronically,” he notes. “The branch continues to be an extension 
of our brand and our commitment to the community.”

When GreenState acquired several First American Bank branches in the Des 
Moines area last year, the credit union did close some offi  ces in close proximity 
to other locations. “But if there’s no overlap, you have to think long and hard 
about decisions to close branches,” Disterhoft says.

Even in markets where branch traffi  c is picking up, investing in digital transforma-
tion is imperative to keep pace with the service expectations of the broader 
membership, but many credit unions do not have the fi nancial resources to 
maintain high levels of service across both traditional and digital channels, notes 
Kathy Courtney, GreenState’s Executive Vice President/Chief Operating Offi  cer.

To grow their membership and wallet share, credit unions cannot shift their 
resources from brick-and-mortar infrastructure to invest in digital, at least in 
the short term. Many members value choice in channels: Even as they migrate 
increasingly to mobile and online banking, they want to know a conveniently located 
branch exists where they can consult knowledgeable fi nancial professionals.

“ ... many credit unions do not have the fi nancial resources to maintain        
   high levels of service across both traditional and digital channels. ” 
                    Kathy Courtney

“ � e branch continues to be an extension of our brand and our 
 commitment to the community. ”
            Jeff  Disterhoft
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“This is where scale and the blending of talent and capabilities through mergers 
can really help to benefi t the cooperative and the collective membership,” Courtney 
says. “Consolidation was already occurring across our industry, and the impact of 
COVID-19 will only accelerate this trend.”

Persistent Regulatory, Financial, and Competitive Challenges

For credit unions that were already struggling to remain viable, the impact of the 
pandemic on vital performance ratios has exerted even more pressure on their 
ability to survive. In its assessment of industry trends, CUNA Mutual Group reports 
that credit unions should anticipate signifi cant downward pressure on earnings in 
2021 and 2022, with record-low net interest margins being a major concern. Ac-
cording to its February 2021 Economic & Credit Union Update report: “Credit union 
ROA fell from 0.93% in 2019 to 0.65% in 2020, but the latter fi gure was propped 
up by fees from signifi cant sales on mortgages and PPP loans. Overall, the very low 
interest rates and falling loan-to-share ratio means that credit unions will be forced 
to place funds in low-yielding investments, and newly disbursed loans will receive 
tiny interest margins. CUNA economists forecast ROA of 0.50% in 2021 and 2022. 
The combination of fast asset growth and tepid earnings will further reduce the 
industry’s net worth ratio, from 10.3% in 2020 to 9.2% by year-end 2021 and 8.9% 
in 2022” (p. 45). 

Credit unions that were considering consolidation as a solution to deal with rising 
operational costs even before the pandemic have likely seen that challenge magnifi ed 
post-2020, says Teresa Freeborn, President of Kinecta Federal Credit Union (Kinec-
ta), Manhattan Beach, California (www.kinecta.org; $6 billion; 300,000 members).

“I’m convinced that what credit unions have done to be there for our members and 
provide them with the relief and support they’ve needed throughout the pandemic 
is absolutely the right thing to do, and that the measures we’ve taken to protect 
our employees’ health have been absolutely necessary,” Freeborn says. “I wouldn’t 
change any of that, because it’s one of the things that distinguishes us from the big 
banks, who are all about making profi ts. But the fact is all of these things come at a 
cost, and many credit unions simply don’t have the scale to absorb those costs.”

“ ... larger credit unions have a much lower expense burden than  
 smaller credit unions. ”                   Keith Sultemeier            
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The issue of scale is crucial for the survival of credit unions, says Kinecta CEO 
Keith Sultemeier, citing industry data that larger credit unions have a much lower 
expense burden than smaller credit unions.

Consolidation allows the continuing credit union to leverage Kinecta’s fi xed costs 
across a larger base of assets, which provides additional “dry powder” to increase 
investments and enhance member benefi ts, he notes.

“That’s a very clear indicator of the advantage that larger credit unions have in 
achieving strong earnings levels that ensure their ability to serve member-owners 
in the long run,” Sultemeier adds. “Technology costs and regulatory burdens con-
tinue to grow, and I don’t see that changing any time soon. For most credit unions, 
merging isn’t so much a matter of pros and cons, but of surviving or not surviving.”

The pandemic has fueled boardroom discussions in some institutions about the 
viability of their business strategy and marketability, in light of the current economic 
reality around margin compression and other economic factors, Shawn Gilfedder, 
President/CEO of Kitsap Credit Union, Bremerton, Washington (www.kitsapcu.org; 
$1.7 billion; 115,000 members), contends.

“In times of crisis, you expose gaps in your current business plan and business 
strategy,” Gilfedder says. “Given that the Fed has publicly stated they will keep 
interest rates at current levels for the next two years, it’s imperative that institutions 
take a look forward and plan for the future with an eye toward what challenges may 
look like.”

Michael Lussier, President/CEO of Webster First Federal Credit Union (Webster 
First), Worcester, Massachusetts (www.websterfi rst.com; $1.2 billion; more than 
100,000 members), reports that the pandemic has led to a period of more generous 
loan forgiveness on the part of fi nancial institution regulators. The NCUA (2020) 
suggests several strategies credit unions could use to assist borrowers who were 
falling behind on loans because of the pandemic, including providing payment for-
bearance options, waiving late payment fees, and postponing classifi cation of some 
of these loan modifi cations as troubled debt restructurings (TDRs).

  � e pandemic has fueled boardroom discussions in some institutions  
 about the viability of their business strategy and marketability, in light  
 of the current economic reality around margin compression and other  
 economic factors, says Shawn Gilfedder.
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While these strategies were helpful to members, they put added pressure on some 
credit unions that may have already been having diffi  culty staying competitive.

“The experience for many smaller credit unions during the pandemic was they were 
surviving, but they were experiencing a period of lower interest rate margins, and it 
became increasingly diffi  cult for some to make a profi t,” Lussier says. “The question 
now becomes: What happens if, after COVID goes away, interest rates remain low, 
the economy doesn’t pick up, and loan demand doesn’t come back?”

More credit unions will likely end up under watch by the NCUA, he predicts. 
The only path forward for these troubled credit unions whose gaps in effi  ciency 
the pandemic exacerbated will be to move into a merger with a larger, more 
effi  cient partner.

Smaller credit unions must follow the same regulatory mandates as larger credit 
unions—with no reprieve from compliance. Bob Burrow, President/CEO of Bayer 
Heritage Federal Credit Union (Bayer Heritage), Proctor, West Virginia (www.bay-
erhfcu.com; $572 million; 36,500 members), observes that regulatory issues have 
proven to be a tougher challenge for smaller credit unions during the pandemic.

“There’s no one saying to the smaller credit unions, ‘We realize you guys don’t have 
a lot of money, so we’re going to cut you some slack,’” Burrow says. “They have to 
comply and spend the money, same as everyone else. Proportionately, it’s going to 
be harder on small credit unions. Some of them have been regulated to the point 
where they’ll be unable to survive on their own.”

In sum, there were still uncertainties in early 2021 about the potential lingering 
impact of the pandemic, the course of economic recovery, and the possibility of 
additional regulations with a new administration in the White House, notes Bob 
Jacobson, Board Chair of Pen Air Federal Credit Union (Pen Air), Pensacola, 
Florida (www.penair.org; $2.1 billion; 115,000 members). Those factors, especially 
in combination, may push smaller credit unions to consider merger opportunities, 
which should benefi t both organizations: Merging credit unions gain access to 
digital services and platform resiliency on behalf of their members, whereas 
continuing credit unions gain members, expand their loan portfolios and asset 
bases, and move into new markets.

Smaller credit unions must follow the same regulatory mandates  
as larger credit unions—with no reprieve from compliance, says 
Bob Burrow.
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Finding Opportunity in Crisis
contact centers on both coasts to serve the early 
risers in the East and the late risers as far west 
as Alaska and Hawaii. The combination of regional 
operation centers and work-from-anywhere options, 
as discussed by Choudbury (2020), could give the 
continuing credit union an edge in recruitment and 
retention, Tuyo suggests.

UCU management was exploring work-from-any-
where even before the pandemic, given the 

high costs of housing in the LA market, 
with some staff  members talking about 

moving to Las Vegas, where the cost 
of living is 58 percent that of their 
employer’s home base. “If we can 
give our team members a 42 percent 
lift in their quality of life, fi nancially 

speaking, why wouldn’t we help them 
do that?” he asks.

A nationwide merger strategy well suits credit 
unions with a SEG-based, industry, or association 
charter, especially if regulations defi ning fi elds of 
membership and common bonds are updated to 
refl ect the realities of member service in the digital 
age, he says.

“I think the regulatory agencies are supporting the 
new world and readdressing legacy issues that 
plague our industry. Looking at membership based 
on ZIP codes or counties is just a yesterday way of 
defi ning fi elds of membership,” Tuyo adds. “What 
we’re trying to identify in a fi eld of membership is a 
common bond, and that could span ZIP codes, state 
lines, and even the entire globe.”

Although the COVID-19 pandemic is
associated with shutdowns, it could also 
create openings for credit unions aiming 
to expand through mergers. Like many of its 
peer institutions, University Credit Union (UCU), 
Los Angeles, California (www.ucu.org; approach-
ing $1 billion; 45,000 members), had previously 
looked for prospective mergers close to home.

“But in the new world, you’re going to 
see more mergers across the na-
tion, not just in one metropolitan 
area, one state, or even one 
region,” President/CEO David 
L. Tuyo II suggests. “You’re 
going to see business strat-
egies where, as members 
fan out across the country, 
distance and time will factor 
into member service consider-

ations diff erently.”

UCU serves members across the United States 
and around the world, with the vast majority on the 
West Coast. However, as people have become more 
nomadic, the credit union is serving signifi cant 
pockets of members in New York, Miami, and other 
regions. UCU’s member distribution may continue 
to widen if the “Zoom town” phenomenon—the 
increasing ranks of remote workers realizing that 
they can resettle far from corporate headquarters—
takes hold.

Increased member mobility could untether merger 
conversations from geographic restrictions and 
favor discussions among prospective partners with 

continuing credit union an edge in recruitment and 
retention, Tuyo suggests.

UCU management was exploring work-from-any-
where even before the pandemic, given the 

high costs of housing in the LA market, 
with some staff  members talking about 

moving to Las Vegas, where the cost 
of living is 58 percent that of their 
employer’s home base. “If we can 
give our team members a 42 percent 
lift in their quality of life, fi nancially 

speaking, why wouldn’t we help them 
do that?” he asks.

A nationwide merger strategy well suits credit 
unions with a SEG-based, industry, or association 
charter, especially if regulations defi ning fi elds of 
membership and common bonds are updated to 

Los Angeles, California (www.ucu.org; approach-
ing $1 billion; 45,000 members), had previously 
looked for prospective mergers close to home.

world, you’re going to 
see more mergers across the na-
tion, not just in one metropolitan 
area, one state, or even one 
region,” President/CEO David 
L. Tuyo II suggests. “You’re 
going to see business strat-
egies where, as members 
fan out across the country, 
distance and time will factor 
into member service consider-

UCU serves members across the United States 
and around the world, with the vast majority on the 
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“Economies of scale are important, especially when you get into developing and 
maintaining digital platforms. The larger financial institutions have much greater 
resources to apply,” Jacobson adds. “Hopefully, the merger should provide some 
additional security capabilities and the capacity for systems to be more resilient in 
the event of natural disasters—in our case, hurricanes.”

Those factors sum up Pen Air’s strategic pursuit of mergers: “Our aim is to grow 
the credit union and make sure it can continue to serve the community we all live in 
and continue to improve the digital environment by leveraging economies of scale.”

Getting Back to the New Normal 

The credit union movement was experiencing steady consolidation before the 
pandemic, and the 2020 slowdown will not reverse that trend, says Steve Ewers, 
President/CEO of Members Cooperative Credit Union (MCCU), Duluth, Minnesota 
(www.membersccu.org; $950 million; 55,000 members). If anything, the events of 
the past year present an opportunity for credit unions to reflect upon their viability.

“Our world is changing faster than ever. If the pandemic has crippled their abilities 
and capabilities, and if they are unable to close any service gaps, merging with 
another organization is one possibility they should consider to enhance member 
value,” Ewers says.

From his view as a member of the NAFCU Board of Directors, including a stint  
as chair, Lussier was particularly attuned to the pace of mergers. Lussier estimates 
credit union mergers occurred at a pace of one a day, five days a week, for 52 
weeks a year when he joined the board in 2005. By the end of his tenure in  
2014, the pace had accelerated to one a day, six days a week—and Webster  
First has been active in that arena. During his 33 years with the credit union,  
Lussier has led the organization through 15 successful mergers. Based on his  
extensive expertise, NAFCU tapped him to author its Credit Union Merger &  
Acquisition Handbook (2017).

Lussier forecasts that the cumulative impact of the pandemic may increase merger 
activity to “probably be one a day for seven days a week for a while” before settling 
back into the same brisk pre-2020 pace.

Driving the potential for increased merger activity is the expansion of charter  
and field of membership options, which offers “more flexibility to serve a bigger 
space” and frees up credit unions to look beyond their closest markets and SEGs  
to a wider field of potential partners, Kordeleski suggests. In combination, those 
trends signal the likelihood of two tiers of merger discussions among larger and 
smaller credit unions.
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“For the largest acquirers of credit unions, as they continue to gain scale, the logic 
of pursuing mergers of smaller institutions with two branches and less than $50 
million in assets becomes less and less viable,” he notes. “Smaller credit unions 
and banks need to keep that in mind. If they’re going to need to partner, doing so 
soon would be ideal, and they should be talking to credit unions in the next asset 
class up.”

The pattern over the last decade is that larger credit unions have been able to take 
advantage of their greater resources to continue to grow in membership, wal-
let share with existing members, and income production, whereas many smaller 
financial cooperatives have steadily lost ground. Credit unions with more than $500 
million in assets offer products such as mortgages and commercial lending that 
scale well and facilitate growth, which many small institutions cannot match.

“Banking is a commoditized retail marketplace, where credit unions’ main  
advantage is their ability to price aggressively, but to maintain that advantage,  
scale matters,” Kordeleski adds.  

Gilfedder advises credit unions to monitor their financial performance constantly  
to gauge their viability before a merger becomes the only pathway to survival. 
“Mergers are a reality, and you need to have those discussions,” he says. “Having 
those discussions, from a pragmatic perspective, allows you to think with clarity  
and not get clouded in the moment when you may be experiencing transition of  
key executives or mounting pressures of the business.”
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THE CASE FOR CONSOLIDATION 

As credit unions resume a more active pursuit of mergers,  

their leaders will be looking to inform those conversations with 

compelling arguments about the advantages of consolidation. 

Moreover, they must position their organizations as strong 

partners in optimizing outcomes for the combined membership, 

employee base, and communities served by the continuing  

credit union.

Aiming for a ‘Win–Win–Win’ 

Lussier advises credit unions that the best reason to proceed with a merger is 
achieving a mutual benefit for all parties involved. “I always say it has to be a  
win–win–win,” he says. “It has to be a win for the other institution, it has to be  
a win for the acquiring institution, and most importantly, it has to be a win for  
the membership.”

Ewers agrees mergers should always begin with an analysis of the proposed  
value for members of both organizations. “Member benefits can be broad and 
range from access to new locations to enhanced access with technology and  
availability to new products and services,” Ewers says. “It obviously depends on 
what each organization brings to the table.”

In identifying the best candidates for merger opportunities, Gilfedder advises  
looking for credit unions that are “complementary to your culture, complementary  
to your business environment, and complementary to your emerging needs from  
a talent and technology perspective.”

“The most important reason for proceeding with a merger is to benefit the  
members by creating a stronger, more viable, more relevant, and more sustainable 
organization for the future,” he adds.

At GreenState Credit Union, openness to mergers and acquisitions has come  
into sharper focus in recent years through firsthand experience of the benefits  
for its chief stakeholders: members, the organization and its employees, and the 
communities it serves. “If we take really good care of those groups, good things  
will happen,” Disterhoft says.
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 Achieving Sustainable Scale

Scale is an inescapable aspect of sustainability in fi nancial services. A great 
deal of discussion and debate has arisen within the movement in recent years 
concerning the optimal size needed for credit unions to improve operational 
effi  ciencies continually, keep pace with an ever-growing competitive fi eld, and 
invest in product, service, and delivery channel innovations. Current estimates 
range from $250 million to $1 billion in assets or more, but all the credit union 
leaders and industry observers interviewed for this white paper agree that 
threshold continues to rise, and some caution that it will likely exceed $5 billion 
within the fi ve-year strategic planning horizon to which many institutions adhere.

Noting that the number of U.S. credit unions has been halved to the current 5,000 
in just two decades through consolidations and closures, Courtney cites the reality 
that many remaining fi nancial cooperatives are “too small to scale” and the predic-
tions that by 2030, the average credit union will hold $1 billion in assets.

Kinecta Board Chair Mary Yasui-Yamabe recommends “a hard-nosed assessment of 
the fi nancial services landscape by all leaders—whether they’re with a prospective 
acquiring credit union or a prospective merging credit union—to look at scale as 
one of the fundamentals that has to be in place for their organization to serve their 
mission on behalf of their member-owners.” 

Scale is not the only factor, she notes, but it is increasingly at the center of evaluat-
ing whether a credit union can continue to make a positive diff erence in members’ 
lives, and “go toe-to-toe with the big banks and a multitude of new competitors.”

Other leaders concur. “What we’re seeing now is that our main competitors are not 
other credit unions or community banks. The biggest money centers, like Chase, 

Mary Yasui-Yamabe recommends “a hard-nosed assessment of the 
fi nancial services landscape by all leaders—whether they’re with a 
prospective acquiring credit union or a prospective merging credit 
union—to look at scale as one of the fundamentals that has to be in 
place for their organization to serve their mission on behalf of their 
member-owners.” 
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Wells Fargo, and B of A, are grabbing market share by increasing their investments 
in technology,” Shaner says. “The disruption from the pandemic has accelerated 
that trend. It’s expensive for credit unions to try to keep pace, especially when a 
branch network needs to be supported at the same time. The more resources avail-
able, the more likely members are going to be taken care of and be successful.”

Directions’ history exemplifies the mergers’ role in building the scale necessary 
to support infrastructure improvements and fuel continued organic growth. The 
organization is the product of two major consolidations in the mid-2000s, including 
a merger of near-equals between a $200 million and $150 million credit union.

Optimal size and scope likely vary by region. From their view headquartered  
in Los Angeles, the second-largest metropolitan area in the United States, the  
leaders of University Credit Union (UCU; www.ucu.org; approaching $1 billion; 
45,000 members) agree that the current sustainable asset size is $2 billion, a  
target that will more than double by the middle of this decade, says President/CEO 
David L. Tuyo II. He acknowledges that based on that premise, UCU will need to 
grow aggressively over the next five years to continue being competitive and  
delivering value.

The strategic blueprint for mergers at UCU consists of two tiers, with a primary 
emphasis on potential partners that serve one or more universities or higher edu-
cation in general, Tuyo says. The second tier includes SEG-based credit unions not 
confined geographically by a community charter, “unless there’s an extraordinary 
circumstance that fits our approach.” The aim of using those criteria to refine its 
merger strategy is to streamline integration, ensure a strong cultural fit, and realize 
economies of scale and scope more effectively.

UCU’s most recent merger, through the NCUA’s 2019 liquidation of CBS Employees 
Federal Credit Union ($21 million; 2,800 members), was a good fit for the members 
of both institutions, Tuyo says. “We serve the number one, number two, and num-
ber six film schools in the country, and many of our graduating members end up 
working with an entertainment company like CBS. That line of business has grown 
10 percent a year for each year since the merger, so we continue to make sure that 
the economies of scale and value are given to that stakeholder base.”

Since 2015, MCCU has completed two successful mergers with two credit unions 
outside the greater Duluth area, the largest of which was with the $196 million  
Lake State Credit Union.

“Having scale is critical, as it positions credit unions not only to compete, but 
to quickly pivot during disruptive events such as what we’ve experienced with 
COVID-19,” Ewers contends.
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McCombs concurs there is some confusion about the benefi ts of scale, citing 
the common misconception that “if I’m bigger, it automatically means I’m better.”

“Size doesn’t naturally make you more effi  cient. It doesn’t always make you 
nimbler, but it does give you the resources to be able to leverage that mindset of 
nimbleness in the things that you do,” McCombs says. “Size and scale give you the 
ability to navigate changes that occur or to force changes that should be occurring 
in your business.”

Expanding into New Geographic Markets

In many instances, mergers can be the quickest route for credit unions to expand 
into new markets. When McCombs joined Vibrant as CEO 10 years ago, the 
organization had about $400 million in assets. The credit union’s growth to nearly 
$1 billion in assets was aided in part by six mergers over the last 3.5 years. While 
these six mergers combined represented a total of $100 million in assets, they 
contributed to the institution’s expansion into new geographical markets and 
helped in achieving greater economies of scale.

“We went from being in a single market in the Quad Cities to having locations 
expanding from Des Moines, Iowa, to Covington, Indiana, about forty minutes west 
of Indianapolis,” McCombs says.

Other credit unions similarly have been able to enter new markets via mergers. 
Bayer Heritage achieved the lion’s share of its asset size via organic growth, 
although the organization has expanded its geographic scope with several small 
mergers. Burrow reports that the credit union expanded geographically with 
mergers of Zane Trace Federal Credit Union in Zanesville, Ohio, and South 
Berkeley Federal Credit Union in Martinsburg, West Virginia. Another merger, 
Reynolds Memorial Hospital Federal Credit Union in Moundsville, West 
Virginia, strengthened Bayer Heritage’s presence in Marshall County. The 
largest of these merger partners, Zane Trace, had $17 million in assets.

Especially for credit unions with community charters, mergers can increase their 
market position and visibility. For example, a 2018 merger with Education Plus 

“ Even younger members and more technologically adept members  
 place a high value on a conveniently located branch they can visit  
 when they need to.”
                       Barry Shaner

www.ddjmyers.com | deedeemyers@ddjmyers.com                                                                                                       © 2021 DDJ Myers, Ltd.  |  pg 20



Credit Union, a $116 million organization based in southeast Michigan, allowed the 
then-$715 million Directions to expand its presence across the state line and grow 
to become the No. 3 financial institution in that market area.

“It makes a big difference when you are that visible; it improves your chances of 
being successful in that market. That’s what we look for—that kind of a relation-
ship in a particular market. There’s a lot to be gained in terms of scale,” Shaner 
notes. “Branches are still the most effective tool we have for building awareness in 
a market. They’re a big billboard, as long as they’re located in a visible place. Even 
younger members and more technologically adept members place a high value on a 
conveniently located branch they can visit when they need to.”

Expanding Product and Services Offerings

A strong argument for mergers is the ability to offer a wider range of products and 
services to members of the merging financial cooperative, which in turn should 
accelerate membership and share of wallet growth for the continuing organization.

Nine years ago, Kris VanBeek came on board as President/CEO of USALLIANCE 
Financial Federal Credit Union (USALLIANCE), Rye, New York (www.usalliance.org; 
$2 billion; 120,000 members). During that time, the credit union has completed nine 
mergers, which contributed to the organization nearly tripling its asset size. Most  
of USALLIANCE’s merger partners were in the range of $15 million to $40 million  
in assets, although one was as large as $100 million. 

A primary impetus for several of those mergers was to provide a more robust 
product offering and better delivery channels to members that the smaller credit 
unions could not afford on their own, which also expands growth opportunities for 
the continuing organization. One such merger in 2015 with the $40 million PepsiCo 
Employees Federal Credit Union resulted in a significant surge in new members 
within that field of membership. PepsiCo employees who were not previously mem-
bers joined USALLIANCE to take advantage of a full range of card programs, mobile 
banking services, a state-of-the-art call center, and other products that the merged 
financial cooperative did not offer.

“I would estimate that our membership from among these employees has tripled 
because of this merger,” VanBeek says. “We’ve been able to duplicate this success 
with other mergers of similar size.”

In fact, in its assessment of prospective mergers, the USALLIANCE management 
team aims to evaluate “untapped upside potential” by projecting the likelihood of 
the continuing credit union being able to triple membership within that new field of 

www.ddjmyers.com | deedeemyers@ddjmyers.com                                                                                                       © 2021 DDJ Myers, Ltd.  |  pg 21



membership through providing expanded products, services, and delivery  
channels, he adds.

Bayer Heritage’s most recent merger, which occurred in late 2020, involved  
ultra-small (less than $5 million in assets) Whetelco Federal Credit Union in  
Wheeling, West Virginia, encompassing a member base of approximately 600.  
Operating out of a small office, Whetelco had limited resources and could not  
offer a mortgage program or plastic card program.

“Before the merger, they didn’t even have share draft accounts,” Burrow says.  
“Now these members can have plastic cards with us, they can have checking ac-
counts, they can have mortgages, and everything else we offer our other members.”

Continuing credit unions can also expand their product and service lines through 
mergers and acquisitions. Several leaders cited the potential to expand their com-
mercial lending portfolios and expertise through mergers. Furthermore, GreenState 
introduced treasury management to its business members and trust services to all 
members as the result of a bank branch acquisition in early 2020. 

Enhancing Talent Acquisition

Beyond adding expertise to support new product offerings, Disterhoft sees infu-
sions of talent as a merger’s primary benefit since new employees “find themselves 
rejuvenated and looking for new challenges within the consolidated organization. 
Despite a recent downturn in the economy, finding top talent remains a relatively 
difficult endeavor, and mergers can really help in that regard.”

Incoming professionals can apply new approaches within existing operations. For 
example, a financial professional who joined GreenState through the bank acquisi-
tion now heads up the credit union’s governance and internal audit efforts, Dister-
hoft says. “She is doing a fantastic job. In a short amount of time, she has really 
moved us to a higher plane of performance in that area. Every organization is going 
to have a few people like that.” 
 
Assuming that the acquiring institution does everything its way is a mistake, he 
adds. “If you come into this with a more open mind, ready to figure out which ap-
proach makes the most sense for the continuing institution, then you’ve found that 
‘special sauce.’”  

Likewise, other credit unions see the potential of mergers adding to their talent 
pools. “I consider a merger as an opportunity to grow my team and my knowledge 
resources,” says Adele Sandberg, President/CEO of AEA Federal Credit Union, 
Yuma, Arizona (www.aeafcu.org; $300 million; over 32,000 members). “Assessing 
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the team talent between the two institutions is important. You might be able to fi ll 
some gaps between the two institutions. I would hope that when people are looking 
to merge, they see it as an opportunity to grow a team that can make you stronger.”

Similarly, Mindak sees talent acquisition as one of the greatest benefi ts that a 
newly merged organization can leverage. “You’ve got to have enough capital and 
wherewithal to aff ord the talent that is going to take you to the next level,” she says. 
“Sometimes smaller credit unions don’t have that ability.”

Bill Birnie, President/CEO of Frontwave Credit Union (Frontwave), Oceanside, 
California (www.frontwavecu.com; $1.09 billion; 111,000 members), notes that a 
strong benefi t of scale is being able to attract and retain highly talented people 
across all levels of the organization. Seeking out merger partners with talented 
staff  within their ranks is a great way to add value to the continuing credit union 
and bolster its succession plan. High-performing executives in a merging credit 
union will have the opportunity to demonstrate their value and position themselves 
for consideration as the continuing credit union’s future senior executive or CEO. 

Frontwave’s most recent merger was in 2016. However, Birnie is working to 
position the credit union as an appealing merger partner in the market. “Our 
desire is to attract merger partners to accelerate our growth, attain scale, and 
establish ourselves as a ‘player’ in the competitive landscape,” he says. Birnie 
keeps his eyes open for credit unions that would be a strong cultural fi t and align 
well with Frontwave’s brand—which he believes is critical to a successful merger.

Being able to gain talent through mergers applies to board composition as well. 
At USALLIANCE, the current board chair and vice-chair came from the boards of 
two of its merger partners. As chair, Simon Walton stepped into an organization 
that was fi ftyfold bigger than the credit union for which he previously served as 
board chair.

“It’s really a great story. A chair of a $40 million credit union is now chair of a 
$2 billion credit union. The value that Simon has brought to his role as chair has 
been immeasurable,” VanBeek says. Walton brings his experience as a corporate 
HR executive to the board table. In fact, all USALLIANCE board members have 
experience in executive roles, including mayor, chief of police, a trade union offi  cer, 
and corporate leaders.

“ You’ve got to have enough capital and wherewithal to aff ord the  
 talent that is going to take you to the next level. ”
                  Val Mindak 
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Supporting Leadership Succession 

A compelling impetus for prospective merging credit unions is a CEO’s impending 
retirement with no clear line of internal succession in place. “What I saw in the 
Great Recession, and what I believe we’re seeing during this pandemic, is a slow-
down in CEO retirements,” Birnie says. “My perception is that leaders typically don’t 
want to announce their retirement during an external crisis such as a pandemic or 
recession. They want to stick it out and help their organization get through it.”

However, post-pandemic, Birnie says he believes merger activity will heat up as 
CEOs who postponed retirement—and quite possibly those who are simply exhaust-
ed from the rigors of leading an organization through these fraught times—head for 
the door.

Among respondents to the 2019 CUES Executive Compensation Survey, 34 percent 
of CEOs anticipated retirement in the next five years and another 31 percent within 
the decade (Bankston, 2019), which indicates having a merger as an alternative  
to internal succession planning may be on the minds of many credit union leader-
ship teams.

Even CEOs who had not been planning to retire in their pre-pandemic days may now 
be considering it because of the strains of the past year. “There’s certainly a ‘wear 
factor’ that’s starting to hit business leaders,” McCombs says. “I’m hearing this from 
business leaders from not only our industry, but other industries as well.  
A lot of folks who have been leading organizations are asking themselves, ‘How 
much longer do I want to do this?’ I think there’s going to be a large number of CEOs 
over the course of the next year who are going to be ready to exit the workforce.”

When a long-time CEO is ready to step down, the void of leadership at the top  
may be too great of an obstacle for a small credit union to overcome, Shaner  
notes. “There’s a whole generation of credit union leaders who grew up with their 
institutions. They may have started as tellers or loan officers and moved up to lead 
their institutions successfully as CEOs. They have a vast, wide knowledge of their 
credit unions. It’s really hard to find that breadth of experience and expertise in  
the market.”

The price tag of hiring a new CEO can add to the challenge of leadership succes-
sion, he says. The compensation of a leader who has spent his or her entire career 
at one organization often lags behind the market, thus a talented candidate’s salary 
and benefits expectations based on current compensation practices may pose some 
sticker shock for the board and move the needle toward a merger as a viable option.
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Expanding Fields of Membership 
 
Strategic merger opportunities can also open limited fields of membership, as in 
several mergers Webster First implemented.

“As a community credit union, we were restricted to membership in central Mas-
sachusetts and could not go outside of that area,” Lussier reports. However, the 
NCUA (2010) specifies two types of transactions that allow healthy credit unions to 
acquire another credit union’s field of membership: one is the assisted merger of 
a troubled credit union, and the second is the purchase and assumption (P&A) of 
a liquidated credit union. Webster First put in successful bids for several assisted 
mergers, the first being $70 million Saugus Credit Union, just outside Boston. 

With this and other mergers, Webster First has expanded its market to Boston and 
now has locations in Middlesex, Essex, Suffolk, and Worcester counties. “With our 
expanded field of membership, we were able to grow from $400 million in assets to 
$1.2 billion today,” Lussier says.

Consolidation is also an option for merging credit unions when their fields of mem-
bership experience an economic setback, or when a core sponsor ceases to exist. 
As an example, Lussier points to Webster First’s acquisition of the credit union that 
served the Filene’s department store chain. The $20 million credit union was active 
and doing well with its storefront location until Macy’s acquired Filene’s in 2007. 
“Macy’s came in and said, ‘That storefront is more valuable selling shoes than it 
is as a credit union,’” he recalls. The credit union moved to another location, still 
serving the former employees of Filene’s, but eventually merged into and became a 
Webster First branch.

“That was a case where a merger occurred for a reason that was totally out of the 
credit union’s control—not because it had bad numbers, but because the corporate 
sponsor no longer existed,” Lussier says.

Gilfedder observes that regulatory-assisted transactions are sometimes the only 
choice for credit unions with no other avenue for survival. “Being an institution that 
can step in and help an organization realize its future is sometimes the best option,” 
he notes.

There are a number of reasons that credit unions have fallen into a situation in 
which a regulatory-assisted merger is required. “They may have lost a core  
sponsor, or they may have financial conditions that are weighing heavily on the  
future viability of the organization,” Gilfedder says. “Any number of factors can 
weigh into the equation, and while such organizations cannot continue on their  
own, they present opportunities for other institutions to scale or to provide services 
for those members.”
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Presenting a Clear Case to Potential 
Merger Partners

credit unions’ loan rates, deposit rates, fee income, 

and other quantifi able comparisons along with a 

map of products, services, and delivery channels. In 

combination, this information should convey clear 

member benefi ts and broader access. The draft 

terms also cover employee benefi ts and put some 

meaningful numbers to its ongoing community 

support and volunteerism.

“A thoughtful, successful merger 
results in benefi ts to the member-
ship in terms of improved loan and 
deposit rates, access to a broader 
product off ering, and more robust 

channel capabilities. As our assets 
in a given community grow, so does 

the giveback,” she says. “We want to 
address concerns by showing what we could 

be doing together for members, employees, and
the community.”

Although it can be an emotional endeavor, at the 
end of the day, the overall aim is to do more for the 
collective membership, employees, and community. 
As a $7 billion fi nancial cooperative, GreenState has 
the scale to make a meaningful and lasting positive 
trajectory in its communities, which is consistent 
with the movement’s “people helping people” 
mantra, Courtney notes.

Both parties in merger conversa-
tions must be able to see how “the 
whole can be greater than the sum of 
its parts” through delivering greater 
value to members, employees, and 
the communities the continuing orga-
nization will serve, suggests Green-
State Credit Union EVP/COO 
Kathy Courtney. “If this 
isn’t clear, it may not 
be the right opportu-
nity to consider.”

GreenState’s value prop-

osition to potential merger 

partners is grounded in its 

consistent place in the top   

1 percent in Return to Member, an 

industry metric Callahan & Associates calculates; 

in its commitment to provide career opportunities 

and competitive compensation to its employees; 

and in its community support.

In their discussions on potential credit union merg-

ers, GreenState leaders aim to present the benefi ts 

in a clear and logical way—“a thoughtful approach 

to planning,” in Courtney’s words—by presenting 

a draft term sheet that outlines a side-by-side 

comparison of the potential continuing and merging 
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When to Proceed with Caution

Mergers are not the only path for greater effi  ciency and economies of scale. In 
some cases, Mindak suggests collaborating with credit unions might be the better 
strategy, especially if the leaders of a fi nancial cooperative are not ready to merge. 
Park City has partnered with other credit unions in its market in a number of areas 
that have provided mutual benefi t, including real estate loans, commercial lending, 
ALM strategies, and more.

“We’re building relationships with these credit unions, and if they decide to do a 
merger in the future, we know we’re going to be a natural partner,” Mindak reports. 

Some credit unions wait too long to pursue a merger, Burrow contends. It would 
be better if these institutions consider a merger when they are healthy rather than 
waiting until the NCUA designates them as troubled. Bayer Heritage has turned 
down several mergers because the credit unions have no equity and “there’s noth-
ing left to save,” he notes.

“That’s not the kind of merger we’re looking for,” Burrow says. “We’re looking for 
somebody that’s still a viable credit union where the problem is ‘we don’t have the 
wherewithal to grow any bigger and to compete in this ever-changing environment.’”

Bayer Heritage’s guiding consideration is to ensure that a merger is a positive for 
its existing members. “They’ve built this credit union,” he says. “It would be very 
irresponsible of me and the board to merge with another entity that is going to be 
a draw on the capital of the surviving credit union with very little, if any, promise of 
reward for the members who are taking it on. For me, it’s a no-brainer. If it’s not a 
good deal, we would walk away.”

While USALLIANCE has consummated nine mergers in the past decade, VanBeek 
estimates the organization has turned down 50 additional opportunities. The credit 
union receives such intense interest from potential merger partners because of 
its reputation for doing mergers correctly. However, with so many potential off ers 
coming its way, VanBeek reports that it is important to be selective.

“ If the board or culture or any other aspect of the organization  
 doesn’t align with us, it’s okay to say ‘No, it’s not a good fi t.’ ”

Kris VanBeek
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“If the board or culture or any other aspect of the organization doesn’t align with 
us, it’s okay to say ‘No, it’s not a good fit,’” he says. In some cases, it might be one 
aspect of the business that quashes the deal. As an example, VanBeek describes 
a potential merger partner that was a great fit in every way except one—the credit 
union was doing business in taxi medallions.

“We really wanted to do the merger. It was a tough choice, but in the end, we  
decided the optics of having taxi medallions might not be worth the upside of the 
merger,” he says.

One Midwestern credit union is pursuing mergers with the primary strategic aims 
to (1) achieve the necessary scale to finance digital transformation and keep pace 
with regulatory requirements, and (2) expand into nearby markets and “protect  
our territory.” On the latter front, as the credit union was eyeing expansion in a 
community of about 100,000, several other financial institutions opened branches 
there. Thus, as the credit union assesses merger possibilities, the number and loca-
tion of branches potential partners hold in key markets will be an important factor.

It may be difficult to measure, but a board official with a Midwestern credit union 
cautions that a merger could result in less optimal effects than anticipated if the 
merging organization’s members are disillusioned by the loss of a brand with which 
they identify. While increased scale is designed to benefit members, some may be 
alienated over concerns that their financial cooperative is becoming “too big” to 
provide the level of personal service they appreciate.

That concern is especially likely to arise among members who are unhappy about 
the loss of local leadership and familiar faces at their hometown branches, the  
director cautions. “Loss of identity can be a big deal, especially in rural communi-
ties. ‘Common bond’ is not just a technical term associated with the field of  
membership—it has meaning for the people who belong to a credit union.”

The question of how big is big enough can be a quandary for credit unions posi-
tioning themselves as the continuing organization in merger conversations. “I don’t 
necessarily believe a credit union provides better member service just because it’s 
bigger. In fact, I would argue there’s a good chance service might suffer, if you ask 
members,” the board official adds. “Growth means more complex operations, so you 
have to ask, ‘Is your CEO up to the task? Can the person who was hired to run a 
$300 million credit union run a $2 billion credit union ten or fifteen years later?’”

“For me, the growth is an issue of concern. Everyone says you have to be bigger, and 
I understand the investments needed for a credit union to thrive. But I don’t believe 
it’s always better for members,” he adds. “If all you do is offer more products and the 
level of personal service deteriorates, I don’t see how that’s better for members.” 
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Part One of this white paper provides context for what is to come in Part Two. 

Strategic mergers have played an important role in the growth of 
many credit unions and have been a necessity for many smaller 
credit unions that otherwise would have been hard-pressed 
to survive. 

As the pandemic has put the brakes on the pace of merger activity in the industry 
for the better part of a year, credit unions are poised to make up for lost time with 
an accelerated movement toward consolidation as the economy recovers and 
American life resumes with some semblance of normalcy. 

In Part Two of this white paper, we address how credit unions can best refi ne 
their merger strategies and look for merger partners that are the best size and fi t 
to achieve their objectives. Our white paper contributors will share their ideas for 
how to get the merger conversation started and describe the importance of scale, 
scope, and sustainability in determining whether to move forward with a merger. 
They will also describe various obstacles to mergers—such as pride, ego, cultural 
disagreements, and fear of the unknown—and provide their best strategies for over-
coming these roadblocks so as to move the parties toward a successful outcome.

Every credit union merger is accompanied by a sense of loss. Members who have a 
close bond with an existing credit union may mourn the loss of its name, logo, and 
identity as they become part of a newly merged organization. However, credit union 
leaders note that this feeling can be overcome by focusing on the advantages of a 
bigger and better fi nancial institution: new products and services, expanded delivery 
channels, greater staffi  ng capabilities, and the ability to support the community in a 
more impactful way.

More for Members:
Credit Union Leaders Plan Post-Pandemic Merger & Acquisition Strategies
Part One: Merger Considerations in the Post-Pandemic Age

     Conclusion
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Part Two: Undertaking the Merger Process



Having experienced a drastic slowdown in mergers during the throes of 

the worst pandemic in a century, M&A activity in the industry is widely 

expected to accelerate during the remainder of 2021. Mergers that were 

put on the back burner during 2020 are becoming top priorities again.

One impetus for mergers in the credit union industry is the retirement of CEOs, and 
there’s a likelihood that these top-level retirements will become more prevalent over 
the next couple of years. CEOs who put off  retirement during the pandemic-induced 
economic crisis may feel they’ve guided their organizations through the storm and 
are in a better position to step down. Other CEOs may be accelerating retirement 
plans due to the exhaustive eff orts of leading their organizations through this 
once-in-a-lifetime pandemic. As these credit unions grapple with the massive 
undertaking of CEO succession, the optimal solution may be to fi nd the best possible 
merger partner to take on the leadership role.

Still, other credit union leaders may be fast-tracking their pursuit of a merger 
because their organization would be hard-pressed to aff ord the transformation to 
digital delivery channels that their members have embraced and are likely to keep 
embracing in the post-pandemic era. Rather than leave their members with fewer 
product services and delivery options than their better-fi nanced competitors, they 
may seek out a merger partner that has the capacity to meet heightened consumer 
expectations in our more technologically connected world.

Many mid- to large-sized credit unions will be receptive to merging with smaller 
credit unions and even smaller banks, realizing that their best path forward is to 
achieve greater economies of scale that will allow them to better aff ord investments 
in the technology, people, processes, and marketing programs, as well as stay viable 
amid a fi eld of well-fi nanced competitors. 
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      Introduction



As merger activities ramp up, credit union boards and executives will need to  
refine their merger strategies. They’ll need to understand how to identify potential 
merger partners, start potential merger conversations, and move from merger  
talks to merger action.

DDJ Myers has prepared this white paper to help credit unions devise a game 
plan for approaching merger strategies in the post-pandemic age. In an effort to 
provide the best and most relevant guidance and advice, we reached out in early 
2021 to nearly 25 credit union executives and board members whose experience 
with mergers provided them with insights on the process. They graciously agreed 
to share their insights into the best practices for moving forward with a merger. 
Collectively, they have top-level experience in developing merger strategies for  
their credit unions and understand why it’s beneficial to proceed with a merger  
and, in some cases, why it’s not. 
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REFINING MERGER STRATEGIES
Consideration of merger possibilities often arises in the context of 
strategic discussions. Kirk Kordeleski, executive benefi t consultant with 
OM Financial Group (om-fi nancial.com), observes, “There aren’t many 
credit unions across the country that don’t want to acquire another 
fi nancial institution. Across asset sizes, everyone’s strategic plan talks 
about acquisition.”

That doesn’t mean the institutions being eyed as potential merger partners are 
always eager to jump into those conversations. Kordeleski imagines a conversa-
tion among the board members and executives at a $500 million credit union about 
approaching a $50 million fi nancial cooperative in their market. “They’re having a 
hard time serving their members. Let’s just start a conversation and share how their 
members can be served with more branches, more ATMs, a broader range of skill 
sets, more lending products, and better pricing. They’ll jump on board.” 

At the same time, if a $5 billion credit union came to that $500 million institution 
with the same proposition, those same leaders would likely dismiss the notion and 
respond, “No, we’re doing well.” 

In short, he contends that many potential mergers stall over an honest assessment 
of the question “Are you providing a signifi cant member value proposition?” To truly 
optimize member value, credit unions need to be willing to consider merging as well 
as acquisitions.

The CEO of University Credit Union (UCU), Los Angeles, California (www.ucu.org; 
approaching $1 billion; 45,000 members), David L. Tuyo II, agrees that many credit 
unions pursue merger opportunities with the expectation that they will be the 
surviving institution. 

“But it shouldn’t be about who the survivor is, who the CEO is, who the board chair is. 
It should be about: ‘Are there synergies between these two organizations to develop 
and unlock unparalleled value to our member owners?’” he says. “If the answer is 
no—if it’s just going to be the same products, services, and rates—then I would argue 
that merger is not accretive and should not be done. If the answer is yes, it’s the fi du-
ciary responsibility of the board and leadership team to fi nd a way to make that work.” 
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“ Are there synergies between these two organizations to develop 
    and unlock unparalleled value to our member owners? ”                                    

                                                                                                                             David L. Tuyo II



Tuyo recommends the foundation of those discussions to be defining the value  
of the merger in writing to make it a sustainable, actionable plan. For example,  
for credit unions in some markets, expanding the branch network would benefit 
members, but for other financial cooperatives, widening branch access no  
longer represents a significant benefit for wide swaths of members who favor 
digital channels.

UCU offers a specific and quantifiable value commitment: “We guarantee our  
members rates [for the most utilized loan and checking products] in the top 1  
percent in the country, and Standard & Poor’s stamps that guarantee,” Tuyo says. 
“If other credit unions find that to be attractive in adding value for their members 
and they can’t get to that point due to constraints in their own business, then we 
would be a good partner for them.” 

“But if there’s a larger credit union that could help us get to the top half-percent in 
value, then we should consider on behalf of our member-owners whether that is 
doable and sustainable over time,” he adds.

An often-underlying and sometimes unacknowledged aspect of the reluctance 
to consider a merger is the difficulty executives might have in seeing where they 
would fit over the long term in the continuing organization. 

OM Financial Group is among the business partners that work with credit unions  
to structure compensation for leaders “to clear the path of self-interest so they  
can more objectively consider merger possibilities,” Kordeleski says. Some boards 
that have acknowledged the likelihood of a merger in their future are structuring 
supplemental executive retirement plans (SERPs) for their leaders. In other cases, 
some continuing credit unions have adopted an approach to pay a multiyear con-
sulting fee to one or more top officers of the merging credit union as “a financial 
reward for the business and brand they’ve built.”

Those compensation strategies may become more common as $1 billion-plus credit 
unions look for ways to draw potential merger partners in the $500 million range to 
the table. Kordeleski contends that by putting self-interest aside, the leaders of such 
credit unions can take a more objective view of their market position, which may be 
eroding over time with the dominance of mega-banks and the emergence  
of fintechs. 

Another issue that should be considered in those honest assessments is talent, 
Kordeleski adds. To compete in today’s financial marketplace, credit unions need 
top-notch financial analysts, marketers, data analytic and business intelligence 
specialists, technology wizards, and executives who can lead their organizations 
through cultural change. Larger credit unions can more effectively compete for  
that talent than their smaller peers. 

Additional primary considerations in developing merger strategies include (1) calcu-
lating the likely return for investing the necessary resources in the merger process 
and (2) widening the view to include bank acquisitions. 
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Kinecta-Xceed Merger Realizes
a ‘Strategic Imperative’

From the continuing credit union’s perspective, 
this merger presented a range of advantages 
beyond scale, including “a large pool of experienced, 
talented employees who [could] be a great asset to 
the organization” and executive and board leadership 
providing “an infl ux of new thinking and new 
perspectives,” says Kinecta CEO Keith Sultemeier. 

A complementary branch network will allow 
the combined organization to enhance 

service and access for its members 
and to expand its geographic reach 
in pursuit of regional growth, Sult-
emeier adds. The merger partners 
were headquartered within three 
miles of each other in the South 

Bay area of Los Angeles County, 
but Xceed had east coast branches as 

well, including several offi  ces in Rochester, 
New York. As the nation’s 35th-largest fi nancial 

cooperative, Kinecta will now serve members with 
32 locations.

The merger offi  cially took eff ect on April 1, 2021 
following approval by Xceed members, with 83 
percent favoring consolidation in late February. “The 
actual integration will take us through most of this 
year—with systems conversions and rebrand-
ing,” Sultemeier notes. “We have hundreds 
of pages of merger transition plans, with the 
hopes of anticipating every possible hiccup, 
but we are staying flexible with the expecta-
tion that there will be some surprises along the 
way. The North Star throughout the transition 
will be what’s best for members and staff.” 
                                             (continued on page 7)

For leaders of the $900 million Xceed 
Financial Credit Union, doing what’s best 
for members meant acknowledging that 
consolidating with a larger organization 
was a “strategic imperative,” says Teresa 
Freeborn, who moved from her role as Xceed’s CEO 
to become president of Kinecta Federal Credit Union 
(Kinecta), Manhattan Beach, Califor-
nia (www.kinecta.org; $6 billion; 
300,000 members) through a 
recent merger with that now 
$6 billion fi nancial cooperative. 

“Xceed could have continued 
operating for many years to 
come, given its strong capital 
position. However, our fi duciary 
and moral commitment to members’ 
best interest caused us to conclude that 
continuing as an independent credit union would 
have been a disservice to our members,” Freeborn 
says. “Without growth and stronger profi tability, we 
weren’t able to innovate, invest in the latest tech-
nology, provide compensation packages to attract 
talent, and expand our team with the deep expertise 
needed to compete eff ectively in the marketplace, 
while off ering members the most competitively 
priced products and services.” 

With that decision made, the search for the right 
merger partner—“where the culture, values, and 
fi t would be good for both credit unions and their 
members,” Freeborn says—led Xceed to begin 
discussions with Kinecta in late 2019.
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Kinecta-Xceed Merger Realizes
a ‘Strategic Imperative’
(continued from page 6)

The decision to structure Kinecta’s leadership 
with Sultemeier as CEO and Freeborn as pres-
ident was made in part to recognize the latter’s 
commitment to stay on with the continuing 
organization for several years. “That gives 
Xceed’s members confi dence that the merger 
is a good idea and that Xceed members 
and 
associates will be a priority going 
forward,” Sultemeier notes.

Sultemeier’s role as CEO 
remains largely unchanged, 
while Freeborn has joined the 
executive team as a key policy 
and strategic advisor over a va-
riety of activities, including mergers 
and acquisitions, government relations 
and political advocacy, and engagement across 
the credit union movement and within the Kinecta 
community. Her role also encompasses member 
advocacy and close collaboration with other ex-
ecutives to help them formulate and execute key 
strategies and business plans. 

In bringing together the leadership teams of the 
merger partners, two Xceed executives who had 
planned to retire have agreed to stay on for a 
limited time to help ensure a seamless transition, 
Freeborn says. “Others, like most other Xceed 
associates, have been pleased to accept new 
positions with Kinecta. These are solid career 
moves for them, involving more responsibility 

and scope since they’re now part of a much larger 
credit union.”

In the short term, 50,000 new Kinecta members are 
looking forward to expanded services such as Sat-
urday hours at branches and more advanced digital 

banking options, says Roni Crichton, one of two 
Xceed directors who joined the continuing 

credit union board, which expanded 
from seven to nine board seats. 
“Overall, we expect the economies 
of scale from being part of a much 
larger credit union will lead to even 
greater value, in terms of loan and 

dividend rates, fees, new services 
and technologies, and so on.”

Kinecta Board Chair Mary Yasui-Yamabe 
notes that the greatest hope of the continuing 

credit union is “that the new members we welcome 
to our credit union family will be so thrilled with their 
decision to partner with us that they deepen their en-
gagement and—if it isn’t already the case—that they 
and their family members make our credit union their 
primary fi nancial institution for generations to come.”

From the perspective of merging credit union, 
Crichton responds, “the greatest hope is that our due 
diligence was as thorough as we believe it to be—
essentially, that the fi t between us and our merger 
partner is as fantastic as we believe it is and that all 
of the great things we believe are in store for our 
members come to pass.”



Aiming for Scale 

Over the last 12 years, Connexus Credit Union (Connexus) in Wausau, Wisconsin 
(www.connexuscu.org, $3.3 billion, 385,000 members) has completed eight merg-
ers, ranging from a very small Wausau city credit union with two employees that the 
larger financial cooperative had supported with loan processing to its biggest  
merger to date in 2014, when the then-$350 million Minnesota-based Endura  
Financial Federal Credit Union joined the then-$640 million Connexus. 

Building on what it has learned from those past mergers, the Connexus executive 
team in early 2021 developed and presented to the board high-level guidelines for 
future merger candidates. 

“We’re in the mode to be looking, but we’re at a point now that we’ve done enough 
mergers to recognize the substantial investment involved,” says Board Chair Ron 
Dins. “Whether it’s a $100 million credit union or a $400 million credit union, the 
amount of work is similar, so we want to be looking in the $300 million and up  
range for forward-thinking credit unions with strong member focus, a similar  
employee-centric culture, and a balance sheet that we can improve with our areas  
of strength.” 

The pursuit of mergers is one of three primary growth strategies at Connexus, 
behind a strong indirect lending program and organic growth, the latter of which is 
challenging in a saturated market, Dins notes. 

Having passed the $2.5 billion mark in assets, JSC Federal Credit Union (JSC), 
Houston, Texas (www.jscfcu.org; $2.6 billion; 135,000 members) is committed to 
doubling that figure by 2025 with an initiative called “5-by-25.” The credit union  
is making a multi-million-dollar investment in technology and infrastructure to  
support the initiative and will seek out merger partners as part of its strategic  
plan for growth.

Former President/CEO of JSC, Brandon Michaels, says, “We’re primarily looking  
for credit unions with assets of $500 million and above, but if a deal made sense  
in a good market with a partner in the $250 million range, we would definitely 
consider it”.

Mergers provide both partners—the merging and continuing credit unions—with  
the advantage of scale. “Our partners also get the advantage of becoming part of 
a purpose-driven organization that thinks big but acts small,” Michaels says. “They 
would become part of a hyperlocal, tech-centered, member-centric organization  
that is dedicated to improving people’s lives.”
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Kris VanBeek, President/CEO of USALLIANCE Financial Federal Credit Union 
(USALLIANCE), Rye, New York (www.usalliance.org; $2 billion; 120,000 members), 
reports that USAlliance has become more discerning about the threshold for  
proceeding with a credit union merger. “As a $700 million credit union, moving  
forward with the merger of a $40 million credit union made sense,” he acknowl-
edges. “At $2 billion, it makes less sense. If we’re originating $50 million or more  
in new loans every month, is a $20 million merger really worth it?”

In some cases, the answer could be yes—for instance, if another opportunity came 
along to merge with a $40 million credit union with growth potential among the  
expanded field of membership. If such potential doesn’t exist, VanBeek sees invest-
ing in new products and services as a better path forward for achieving growth.

Along the same lines, Barry Shaner, President/CEO of Directions Credit Union in 
Toledo, Ohio (www.directionscu.org; $1.1 billion; 110,000 members), observes that 
the requirements for merging a $50 million credit union are not significantly  
different than those for an organization four or five times that size. Regulatory 
approvals must be sought, systems and accounts must be converted, and member 
communications about the merger as well as information on and support in  
navigating new systems and channels must be provided.

“All that disruption comes at a cost. It’s not always easy to quantify, but there is 
definitely a cost,” he says. “There are lots of reasons to do a merger—sometimes 
just because there are members who need help. But we do have to analyze the 
financial costs and benefits in terms of the new business we’re going to attain.” 

Part of that calculation should encompass whether it’s possible to achieve the same 
results with less investment of resources, he adds. “At our current size, a $50 
million merger represents 5 percent annual growth. Could we achieve 5 percent 
growth in another way, perhaps with a big marketing push?” 

“Who they serve and how they serve”—a credit union’s field of membership and 
corporate culture, respectively—are the most important filters for UCU’s leadership 
team in assessing prospective merger partners, Tuyo says. But if a credit union is 
smaller than 10 percent of UCU’s asset size, that disparity will make it more difficult 
to justify—without an extraordinary potential for growth and SEG expansion— 
because the larger credit union is growing at that rate annually without committing 
staff time and resources to a merger.

Brandon Riechers, CEO of Royal Credit Union (Royal), Eau Claire, Wisconsin (www.
rcu.org; $3.5 billion; 226,000 members), has heard the argument from peers that a 
merger of a smaller credit union requires as much work as a larger transaction. His 
response: “We just have a bit of a different take on that. There’s a lot of truth to the 
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fact that it costs the same to go through a $100 million merger as a $500 million or 
$1 billion merger, but if you go through a larger merger and find that it’s not as good 
a cultural fit, the growing pains in years 1, 2, and 3 are much greater and can impair 
continued organic growth during the transition.” 

Size alone does not ensure a credit union will benefit from economies of scale, 
Steve Ewers, President/CEO of Members Cooperative Credit Union, Duluth,  
Minnesota (www.membersccu.org; $950 million; 55,000 members), cautions. 
“An organization still needs to have the right people, optimized processes, and  
effective technology in place,” he says.

Assessing a Potential Bank Acquisition 
 
Credit unions looking for merger partners need not limit their search to other  
financial cooperatives. In fact, Royal has done more bank acquisitions than credit 
union mergers in recent years. Those transactions have tended to be more  
straightforward, with discussions focused on purchase price and more leeway in 
determining which employees will join the continuing institution, Riechers says.

Another factor that tilts toward acquisitions over mergers is availability. “The  
Midwest as a whole has more community banks than anywhere else in the country, 
with the exception of Texas,” Riechers notes. “A lot of community banks in these  
regions are making determinations every day based on succession planning and 
other factors about whether they want to keep going or sell. They’re making a 
financial decision: ‘Now is when we’ll get the best value.’ By that point, they’ve cut 
ties from an emotional point of view.” 

Though many credit unions pride themselves on their commitment to their  
members and community as a market differentiator, Riechers notes that some  
community banks have similar philosophies—and face the same competitive  
pressures from mega-banks. Royal has partnered with community banks on  
participations in commercial loans. 

“Some of these banks are as invested in their communities as we are,” he notes. 

Bank acquisitions may arise through introductions from third parties such as law 
and accounting firms, where bank leaders seek valuations and brokers to help  
arrange their intended sales. 

Royal has succeeded in turning many bank customers into credit union members 
through those transactions, largely by offering value through better rates and lower 
fees. It helps that those consumers still see familiar faces at their local branches, 
Riechers adds.
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“As long as it’s just a change in signs outside, it comes down to our value  
proposition and people. It’s important that any employees retained in an acquisition, 
however, reflect Royal’s values and are able to meet the expectations Royal has for 
their team members. That’s why Royal applies the same approach to determining 
whether existing employees at an institution it acquires are a fit for Royal as it does 
when hiring new employees.”

GreenState Credit Union (GreenState), North Liberty, Iowa (www.greenstate.org; 
$7.1 billion; 250,000 members) acquired several central Iowa branches, including 
assets totaling $500 million and the continued employment of about 100 staff  
members, from First American Bank in 2020. The credit union was approached by 
a broker about the bank branch acquisition in 2018. Jeff Disterhoft, President/CEO 
of GreenState, says that at the time, the credit union was not proactively seeking 
M&A partners, but its leaders recognized—and have since realized—the potential 
for this transaction to step up its service delivery on several fronts. The credit union 
has been able to extend treasury management for commercial members and trust 
services to its wider membership through the bank acquisition by deploying the 
talents of specialists in those product lines. 

In addition, its new branches in the Des Moines area are equipped with automated 
video tellers. In the not-too-distant future, members will likely be able to use their 
smartphones for video interactions, but especially during the pandemic, the video 
tellers have offered “an efficient delivery mechanism that expands how we serve 
members,” Disterhoft says.

In the aftermath of the bank branch acquisition, GreenState has become more  
proactive on the M&A front and has put teams, including legal specialists and 
brokers, together to scout for similar arrangements with banks and credit unions. 
“We’ve delineated those responsibilities within our organizational chart as well, so 
we have one individual who helps me focus on the credit union mergers and  
another individual who helps with bank acquisitions because the two transactions 
are fairly different and the courtship is dramatically different,” Disterhoft explains.

GreenState agreed to buy two banks, as reported by Ken McCarthy for the  
American Banker in his article “Iowa Credit Union’s Takeover of Two Banks Riles  
Industry,” on May 25, 2021. The acquisition of Oxford Bank & Trust, $730 million 
in assets, located in Oakbrook, Illinois, is expected to close in the fourth quarter. In 
addition, the acquisition of the Premier Bank, $345 million, in Omaha, Nebraska,  
was also announced by GreenState.

Bank acquisition tends to be a straightforward bidding process in which the most 
aggressive bid stands the best chance, Disterhoft adds. Credit unions may have an 
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advantage in bidding for community banks because they come to the table as 
all-cash purchasers; off ering stock to fi nance the acquisition is not an option.

There are a lot of assumptions about how the members-fi rst philosophy of credit 
unions and profi t-oriented purpose of banks fi lter down in their respective cultures. 
In the GreenState bank branch acquisition, “we found those assumptions whole-
heartedly to be the case—and it couldn’t have worked out any better for us,” 
Disterhoft says. 

“On the credit union side of things, it’s more a matter of the heart. The relation-
ships we form without our industry matter a great deal. And how we take care of 
our members, employees, and communities matters a great deal,” Disterhoft notes. 
“Those factors become a foremost interest for everyone involved, which makes the 
process far more nuanced.”

Retention of staff  of the acquired bank branches has been high, and engagement 
scores among those employees have been “among the best we’ve seen,” as have 
their member service levels, as indicated by Net Promoter Scores at those loca-
tions. Disterhoft suggests that that pattern demonstrates an often-touted credit 
union tenet: “If you take good care of your employees, they’re better positioned to 
take care of your members—and that’s been the case for us.” 

He adds that merging with a fi nancial institution that may not have the strongest 
service culture can be a win-win situation “because you can show those 
employees a better way through a values-based culture that really strikes a chord 
with them.”

That’s not to say that it’s always easy for incoming employees to transition to the 
culture of the continuing credit union. “It’s still a change, which can create some 
consternation. They were very acclimated to a more hierarchical chain of command, 
whereas our culture is a little bit more empowering, a little less regimented, a little 
more entrepreneurial,” Disterhoft says. “It wasn’t a lengthy process, but it did 
require some adjustments.”
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Five Ideas on Paving the Way for Merger 
the way for future conversations about a 
potential merger. 

4. Offer systems solutions. 
If member service and market challenges are steer-
ing credit unions toward entertaining merger off ers, 
technology issues can fi rm up such a decision, 
suggests Simon Walton, Board Chair of USAlliance. 
“If a credit union is locked into an old core system 
that can’t grow and take on additional volume, then 

you’re looking at a substantial investment to 
add scale to the organization.”

5. Steer clear of 
“cold calls.” 
As a board offi  cial for a Midwestern 
credit union notes, “You don’t just 
call someone and say, ‘Hey, I think 

we should merge,’ and the other party 
says, ‘Yes, that’s a great idea.’ That 

just doesn’t happen. You have to build that 
relationship.”

Sultemeier concurs. The benefi ts of consolidation 
may seem obvious to the leaders of prospective 
continuing credit unions, but that doesn’t mean 
proactive recruitment of potential merger partners 
is an advisable approach.

“If you’re the CEO of a potentially acquiring credit 
union and just pick up the phone and start dialing 
for mergers, people don’t really like that,” he says. 
“If you’re the CEO of a credit union and think you’re 
doing pretty well right now, if you’re not really 
receptive to a merger—right, wrong, or indiff erent—
that’s not really a call you want. Usually, the lead-
ers of the acquired credit union take the fi rst step 
because they have the most risk.”

1. Start by building trust.
“Credit union mergers tend to take more time 
through building relationships between CEOs, 
finding a comfort zone, and figuring out if 
the cultures are compatible,” says Riechers. 
“Oftentimes, building trust through those 
relationships begins when times are good, 
and then when the going gets rough, colleagues 
are more comfortable talking through the chal-
lenges. Deals have been struck on first 
meetings, based on first impressions, 
but more often, they happen over 

the long term.”

2. Lend a helping hand. 
In positioning Pen Air Federal 
Credit Union (Pen Air), Pen-
sacola, Florida (www.penair.org; 
$2.1 billion; 115,000 members) for 
merger discussions, “we have to fi rst 
make ourselves known as good partners 
in the region,” says Board Chair Bob Jacobson. 
The credit union has supported smaller fi nancial 
cooperatives in serving their members in the after-
math of hurricanes in recent years through shared 
branch availability and a loan of the “bus”—its mo-
bile ATM—to fi nancial cooperatives with branches 
temporarily closed by a storm or other emergency. 
Pen Air has also off ered to share staff  and offi  ce 
supplies and assist with food delivery to communi-
ties during natural disasters. 

3. Provide expertise and 
business support.
One credit union has established a CUSO to deliver 
commercial underwriting services to smaller 
fi nancial cooperatives in its region, which may pave 
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In terms of scale, asset size brings levels of e�  ciency to your business 
that you might not be able to obtain as a smaller credit union, 
says Shawn Gilfedder.

MOVING FROM MERGER TALKS TO ACTION

A variety of factors will drive merger conversations forward. For 
merging credit unions, fi nancial and market-driven concerns are likely 
near the top of the list. Shawn Gilfedder, President/CEO of Kitsap Credit 
Union, Bremerton, Washington (www.kitsapcu.org; $1.7 billion; 115,000 
members), identifi es three key elements to consider when determining 
whether to proceed with a merger: scale, scope, and the relevancy and 
sustainability of the business. “In terms of scale, asset size brings levels 
of effi  ciency to your business that you might not be able to obtain 
as a smaller credit union,” he says.

Scope, meanwhile, takes into account talent and technology. “The burden of regula-
tory requirements continues to weigh heavily on institutions, as does the ability 
to adopt emerging technologies that allow your business to become more effi  cient,” 
Gilfedder says. “There are limiting factors on your abilities in these areas based on 
the size of your organization.”

The question of relevancy and sustainability is something that credit unions across 
the industry will need to answer, Gilfedder continues. “If your member base is 
aging, and you’re losing opportunities for growth, then it really presents challenges 
for your organization. You have to ask yourself, ‘What is the future viability of our 
business going forward?’ and, ‘Where do we stand in an industry that is consolidat-
ing?’ Those are diffi  cult questions for boards and leadership teams to answer, but 
those are the types of discussions they should be having.”

Overcoming Obstacles

Proceeding with a merger may make practical and logical sense for all parties 
involved, but in some cases, emotional issues can thwart the best course of action. 
Such factors as fear of the unknown, the egos of board members or senior 
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executives, or a sense of loss may play a role. Credit unions ignore such potential 
sources of confl ict at their own peril.

“The greatest hope is for a seamless merger that produces overall value for the 
new organization,” Ewers says. “Integrating cultures, no matter the size of the 
organizations, is critical. However, I’ve seen cultural confl icts in mergers present 
serious challenges and barriers.”

Such factors as pride, ego, and disagreements about staff  and board leadership are 
potential points of contention. Ewers stresses the importance of ironing out these 
issues up front.

“It’s almost like dating,” he observes. “Both credit unions should like each other and 
have similar cultures—if they don’t, the marriage of the two organizations is starting 
on a rocky foundation.”

In fact, several executives likened the lead-up to a merger as a courtship process—
and the eventual merger itself to a marriage. As in a marriage, Matt McCombs, 
President/CEO of Vibrant Credit Union (Vibrant), Moline, Illinois (www.vibrantcred-
itunion.org; $970 million; over 50,000 members), observes that the two partners 
who have come together agree on the “big things,” such as shared values. “The 
bigger things tend to be easier to fi gure out up front,” he says. “It’s the ongoing little 
nuances—what people do and how they do them—that are hard to describe until 
you go through the process that can determine how successful the partnership 
will be.”

The biggest obstacle may be fear of the unknown, Riechers says. For the potential 
merging credit union, executives and board members worry about the impact on 
members of losing a brand name that they associate with a SEG or affi  nity con-
nection. To address those concerns, Royal executives have had discussions about 
operating a subsidiary under the merging credit union’s name for a period of time.

Another option is extending an employer partnership program off ered to certain 
businesses, which would off er benefi ts to members of the merging credit union for 
joining Royal. That program could provide additional reassurance to the leaders of 
the merging credit union that their members are being treated with care—and at 
the same time help Royal expand its new member base. 

Operating a subsidiary under the merging credit union’s name for 
a period of time is an option, per Reichers.                                                
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Michael Lussier, President/CEO of Webster First Federal Credit Union (Webster 
First), Worcester, Massachusetts (www.websterfi rst.com; $1.2 billion; more than 
100,000 members), acknowledges that many credit unions have a fear of mergers, 
with some boards being reluctant to pursue one because they consider it an ad-
mission of failure. “Nobody likes to give up the ship, but nobody wants to go down 
with it either,” he says. “Sometimes, in an ill-advised move, boards will attempt to 
survive another year so that a merger doesn’t occur on their watch.”

For credit unions that are failing, mergers represent a pathway to regaining their 
fi nancial standing. “A lot of credit unions that are merging are CAMEL 3, 4, or 5,” 
says Lussier. “We’re a very strongly rated credit union, and I can tell other credit 
unions, ‘The day you merge with us, you’re also going to be a better-rated institution 
as well.”

A succession of strategic mergers can be an eff ective pathway to growth for many 
credit unions. However, McCombs cautions against proceeding too quickly with a 
merger strategy. “Sometimes the heart can get ahead of the brain, and you have to 
be careful about spreading yourself too thin,” he says.

At Vibrant, McCombs notes that the standard for proceeding with future mergers 
will be “whether we can make an impact and be the best potential partner we can 
be. If the answer is no, then we probably need to sit on the sidelines.”

To guard against overextending itself beyond the organization’s capabilities, Vibrant 
has stepped back from mergers for a few years. “We had to be refl ective and ask 
ourselves, ‘How can we be cognizant in ensuring that the value we are off ering is 
truly for the collective good?’” McCombs reports.

Addressing the Sense of Loss

The strong community ties of smaller credit unions can hold their leaders back
from merger discussions over concerns about the detrimental loss of a local
presence in a marketplace. “Those credit unions can react faster to market condi-
tions because they literally live and breathe in that environment,” Kordeleski notes. 

Nobody likes to give up the ship, but nobody wants to go down with 
it either, says Michael Lussier.



Many credit union leaders “care deeply about their nonprofit mission and truly believe 
in the importance and value of the cooperative model of credit unions,” says Kinecta 
Board Member Roni Crichton. “They recognize the real value that comes from being 
member-owners of our financial institution rather than simply customers of a bank. 
That’s why I think that, for the most part, resistance to considering a merger springs 
from concern about losing those essential values. And that’s why it’s so important 
to perform exhaustive due diligence to ensure there’s a good cultural fit between the 
credit unions.” 

Executives and directors alike may also need to let go of “outdated thinking about 
the notion of being ‘acquired,’” Crichton suggests. There is a perception that merging 
amounts to a net loss rather than a gain for members. 

“I would argue that our moral and fiduciary duty to the members we represent re-
quires us to face the world as it is—not how we might like it to be—and to make the 
bold strategic decisions that are in our members’ best interests,” she adds. “Some-
times those are tough calls, but good leaders have to be able to make tough calls and 
do the exploratory work that is needed to assure members that all the options have 
been explored and that this is indeed the best path forward.”

Pat Zollars, former Chair of Telhio Credit Union (Telhio), Columbus, Ohio  
(www.telhio.org, $960 million, 35,000 members), acknowledges that the sense of 
loss in many merger situations can be quite profound. “Both sides feel they are losing 
‘their’ credit union, ‘their’ relationships,” he says. “Members from both sides may be 
nervous or apprehensive about leaving something that is comfortable and going in a 
new direction.

Telhio has navigated several successful mergers by emphasizing such positive  
benefits as the ability to provide a broader and better product offering as well as 
more convenience to the member, Zollars notes.

Many boards have directors who’ve developed a deep pride in and emotional attach-
ment to their credit unions in their decades of volunteer service, which can make it 
harder for them to assess objectively the member benefits of a potential merger. 

Overcoming that reluctance requires building trust that the most important aspects 
of putting members first will be preserved and inspiring confidence that the merging 
credit union is handing off member service “into other people’s good hands,” Walton 
says. The PepsiCo credit union directors and manager walked away from discussions 
with a couple prospective merger partners, with a broad consensus that those  
organizations did not share their member service commitment, before agreeing to  
the merger with USAlliance in 2015.
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Completing that agreement entailed “an interesting series of conversations” with  
the merging credit union’s long-time manager about her retirement and the nego-
tiation of a three-year continuation of jobs, terms, and benefits for its employees. 
“Having done the right thing for the staff, they were happy to tell the members they 
served that this was a decent arrangement and they were OK, and that helped  
deliver a 95 percent member vote in favor of the merger,” Walton says. To  
overcome the sense of loss that occurs when a familiar credit union brand leaves 
a community, Michaels recommends that the combined credit union work to fill the 
void by aligning around a common purpose of serving the community that incorpo-
rates the previous credit union’s priorities and commitments.

“Strategically, that could entail reconfiguring a new corporate social responsibility 
program that blends the perspectives and passions from both organizations,”  
Michaels suggests.

Ensuring a Good Fit 

Ensuring compatibility between prospective merger partners is a prime consider-
ation, but the definition of fit encompasses a variety of factors. Adele Sandberg, 
President/CEO of AEA Federal Credit Union (AEA), Yuma, Arizona (www.aeafcu.org; 
$300 million; over 32,000 members), notes that fit can describe how a prospective 
merger partner’s goals and objectives reflect the credit union’s strategic plan. This 
assessment might also address geographic components—i.e., the size of the credit 
union and its locations within and across a given market.

“For example,” Sandberg says, “I’m in a rural community, so I would probably be 
more inclined to go into other rural communities because we know how to serve 
them and to serve them well.” 

AEA merged into one credit union several years ago that resulted in a branch  
location in nearby Parker, Arizona. However, Sandberg says she is amenable to  
future mergers, either as the continuing or merging credit union. “You have to put 
your ego aside and make the best decision for the member,” she says.

In many cases, the subject of fit revolves around the topic of culture—ensuring that 
the two organizations share some philosophical tenets and are driven by the same 
type of mission, purpose, and values.

“I think if you’re looking at a merger opportunity, you have to be mindful that two  
institutions are coming together, so you need to consider what that is going to look 
like from a culture perspective,” Sandberg adds. “If you have clashing cultures,  
it’s going to be pretty difficult and maybe even disruptive to the smooth operation  
of the credit union.”

www.ddjmyers.com | deedeemyers@ddjmyers.com                                                                                                        © 2021 DDJ Myers, Ltd.  |  pg 18



Riechers is a proponent of the saying, attributed to the renowned management 
consultant Peter Drucker, that “culture eats strategy for breakfast.” Applying that 
notion to mergers, he cautions that a cultural disconnect between two institutions 
could disrupt operations and reduce the expected growth in membership, assets, 
and revenue. 

“We’re a values-based organization, so we’re looking for institutions with  
aligned values. Any cultural misalignment can be a huge barrier for a merger,” 
Riechers says.

Assessing culture across an organization can be more art than science, he  
acknowledges, but on an employee level, Royal applies the same approach to one-
on-one interviews with the staff of a merging institution as it does in hiring new 
employees to evaluate cultural alignment and job skills.

Employee surveys and turnover rates can provide some helpful indicators, but the 
best assessment of cultural fit is accomplished through personal interactions,  
Sultemeier suggests. As both credit unions fulfill their due diligence, which he  
describes as “a process of people getting to know each other and examining the 
two businesses,” person-to-person discussions are especially crucial for the lead-
ers of the prospective merging credit union. 

“They face the harder decision: Is the partnership a good fit? Are the culture and 
corporate values compatible? Are the types and levels of services they provide  
consistent with what our members have grown to expect? Can they solve any  
problems that we might have? Will this be better for our members?” he notes. 
“There’s more risk for the merging credit union because they only get to do this 
once, and they have to make sure they make the right choice in partners.” 

“You’re asking one board to give up control of a brand in which they are heavily  
invested to another,” Sultemeier adds. “So, of course, there is great uncertainty. 
They wonder, ‘Who’s going to be looking out for our members and employees if 
we’re not here?’”

Sultemeier sums up an underlying, and sometimes unacknowledged, obstacle to 
considering a merger with the phrase “Not on my watch,” noting that long-term 
directors don’t want to be on the board that turns over the reins of their credit union 
to another organization. 

“I get it. There’s a lot of pride tied to serving your credit union and members,”  
he says. “At the end of the day, what those board members want to know is  
whether the continuing credit union will place the same emphasis on the attitudes 
and values that have guided their organization. That happens through a process  
of relationship building.”  
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How Mergers of Equals Elevate—
and Complicate—
the Need for Cultural Fit

primarily on transactions and isn’t so 
committed to technology and the ‘next big 
thing’ might make it hard to integrate the 
two teams.” 

Walton, whose “day job” is that 
of an HR executive, cites 

a variety of quantitative 
metrics and substantive 
programs that prospective 
merger partners can use in 

assessing cultural fi t: sup-
port and structure for skills 

and talent development and 
career advancement, investment in 

innovation, staff  turnover, member satis-
faction ratings and feedback, and tracking 
of contact center productivity based on 
solutions shared with members versus 
time spent on each call, to name a few. 

“There are concrete elements you can 
look at to evaluate culture, not just a 
squishy gut feeling about whether they’re 
‘nice people,’” he adds. “You can get 
pretty precise and track cultural elements 
objectively.”

Mergers of equals and near-equals make 
most sense for the $2 billion USAlliance 
Federal Credit Union in the current mar-
ket and regulatory environment, given the 
required investment of time and 
resources, says Walton. “If 
you’re going to do this, do 
it at a scale that is worth-
while.”

At the same time, the 
closer the two merger 
partners are in size and 
complexity, the more critical 
cultural fi t becomes, he cautions. 
If the corporate cultures of two organi-
zations considering a merger are very 
diff erent, that could slow down the tran-
sition and delay achieving the anticipated 
benefi ts of consolidation. 

Walton describes USAlliance’s culture 
as “nurturing and supportive,” saying, 
“We’re growth-oriented. We look for 
people who are going to make the place 
better. And we recognize employees who 
improve the member experience. Merg-
ing with a process shop that is focused 



Forming a Clear View Through Due Diligence

While cultural fi t is important, it’s essential to determine through due diligence that 
the merger makes fi nancial and operational sense. Lussier notes that due diligence 
entails doing an in-depth trend analysis of the potential merger partner’s fi nances, 
ensuring that they have not overvalued their assets due to insuffi  cient underwrit-
ing or high rate of delinquencies, and evaluating key ratios such as net worth and 
return on assets.

“As you look at the trend analysis, are the ratios going positive or negative?” 
Lussier asks. He urges credit unions to review their own trend analysis as a means 
of correcting ratios that are going in the wrong direction. If institutions want to 
boost their standing as a merger partner, those corrective measures could be 
extremely important.

“If you’re proactive, you’ll have made changes during those trend analysis reviews 
to stop those negative trends from occurring,” Lussier notes. “Unfortunately, too 
many institutions are more reactive than proactive. They lack the ability to follow 
the trends of their key ratios and don’t take the corrective action necessary to put 
better policies, procedures, and strategies in place.”

Bill Birnie, President/CEO of Frontwave Credit Union (Frontwave), Oceanside, 
California (www.frontwavecu.com; $1.09 billion; 111,000 members), stresses the 
importance of conducting appropriate due diligence to safeguard the assets that 
the members have entrusted to their credit union. “The capital we’ve built up is the 
members’ money, and we need to be sound fi nancial stewards of that,” he says.

There are many ways a merger can go wrong, Birnie warns, which is why he 
recommends doing a thorough vetting of any potential merger partner. “While it 
may not sink the merger, you need to know if there are any skeletons in the closet,” 
he advises. “As I stated earlier, I think culture is critical and, although the fi nancial 
aspect might look really good, we may choose to pass on a credit union that has a 
toxic culture. We’ve worked very hard to build a strong culture here at Frontwave, 
and a setback like that might take years to overcome.” 
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While it may not sink the merger, you need to know if there are any 
skeletons in the closet, says Bill Birnie.
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Part Two of this white paper provides a strategic game plan for pursuing a merger 
and stresses the need for a thorough vetting process, but there is one more phase 
of the merger—the transition—that we will cover in Part Three. 

Fortunately, if you follow the advice of our white paper contributors by 

implementing appropriate strategies for fi nding the right merger partner, 

assuring a good cultural fi t, and building a strong relationship with the 

communities that will be served by the newly merged credit union, your 

transition should go smoothly.

As in every successful business venture, it is key to have the right people in 
place. You’ll need to understand how to undertake rebranding issues successfully, 
investing enough dollars and resources to establish a new identity and build strong 
relationships in the community. Ultimately, you will be able to gauge your success 
by the metrics that best tell the tale of your credit union’s eff ectiveness: employee 
retention and member satisfaction.

More for Members:
Credit Union Leaders Plan Post-Pandemic Merger & Acquisition Strategies
Part Two: Undertaking the Merger Process

     Conclusion
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Bringing together two or more fi nancial institutions into one cohesive entity is 

a massive and complicated undertaking. You’re integrating people, processes, 

policies, products, services, technology, physical locations, cultures, brand 

identities, online and social media identities, business strategies, governance 

philosophies, and so much more. If you’re unprepared for the merger process, 

it will not be a smooth ride.

The pandemic experience of the last year has taught us that businesses must 
always prepare for the unexpected. In the case of a merger, credit unions should 
explore every nuance of a merger to ensure there are no unexpected surprises. 
Of course, the people component in the merger should be a top priority. You’ll 
want to determine who will lead the newly merged credit union, both in the
C-suite and in the boardroom, and how you’ll staff , train, and develop the people 
you’ll need to ensure your member service and community outreach are operating 
on all cylinders.

DDJ Myers has prepared this white paper to help credit unions move through 
the merger process in what is expected to be an uptick of mergers during the 
post-pandemic age. In early 2021, we solicited the input of nearly 25 credit union 
executives and board members who generously shared their knowledge of how 
the merger should proceed, from early conversations with potential merger 
partners to transitional considerations, such as how to establish your credit union 
brand in new markets and meld two or more previously distinct organizations into 
one cohesive whole. Having experienced the merger process fi rsthand, they know 
the right questions to ask and the pitfalls to avoid. With their experience as a guide, 
they provide a valuable roadmap for navigating through the merger process.
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BRINGING THE “PEOPLE HELPING PEOPLE” TOGETHER 

While a variety of organizational components must mesh together  
to create a successful credit union merger, none is as critical as  
human capital, as represented in the movement’s pride in its “people  
helping people.”  
“People are the most important part of the merger,” Brandon Michaels, former 
President/CEO of JSC Federal Credit Union (JSC FCU), Houston, Texas  
(www.jscfcu.org; $2.6 billion; 135,000 members) contends. “Oftentimes, mergers 
are driven by numbers or economies of scale, but ultimately it is the people who  
determine the merger’s success.”

A central question among the leaders, staff, and directors of the credit union  
considering merging is: What’s going to be my role going forward? “People are  
in this business because they love it and they want to make a difference for  
their members, and they want to be able to continue to do that,” Barry Shaner, 
President/CEO of Directions Credit Union (Directions), Toledo, Ohio  
(www.directionscu.org; $1.1 billion; 110,000 members) suggests.

Who Shall Lead? 
 
Developing a plan to mesh leadership and management teams should be an early 
priority in a merger, and the needs addressed in such plans will vary in  
complexity based on the status of current leaders. For credit unions with a CEO 
nearing retirement age, a merger can be an effective means of addressing the 
need for new leadership. In contrast, a chief executive with a longer career  
runway may be seeking a path to new opportunities. In either case, leaders of  
the prospective continuing credit union should set aside the assumption that 
money is the best tool to address resistance, Simon Walton, chair of USALLIANCE 
Federal Credit Union (USALLIANCE), Rye, New York (www.usalliance.org;  
$2 billion; 120,000 members), suggests.

Walton adds that determining leadership in the post-merger period begins with 
a careful assessment of how to mesh the current management talent across the 
organization in lending, technology, treasury, accounting, branch service, contact 
centers, and marketing—and what the future talent needs of a growing organization 
will be. 

“What does the organization need to be successful, and do you build that talent, 
borrow it, or buy it? In other words, do you commit to develop and train, hire  
consultants for a medium term, and/or hire from outside?” Walton notes. “Those 
questions help develop a talent strategy. It’s not going to happen by accident. You 
have to put time and effort into it and recognize that not every investment will  
pay off.” 
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Some executives and managers joining a credit union through a merger, especially  
if they are taking on new roles, “may look for the door pretty quickly,” he adds.  
“Be ready for it, have a plan, manage through it, and don’t take it personally.” 

In short, a merger integration plan is not just about systems and branches. It 
should address talent development over the short and long term, and HR and  
talent development leaders should play crucial roles in merger transition alongside 
their finance, lending, and operations peers.

When the chief executive of the merging credit union wants to continue to play a 
role in the continuing organization, it is important to identify if and how that person 
can offer value, Bob Burrow, President/CEO of Bayer Heritage Federal Credit Union 
(Bayer Heritage), Proctor, West Virginia (www.bayerhfcu.com; $572 million; 36,500 
members), says. One option is to create a time-limited advisory position.

“If you have a CEO who says, ‘Hey, I still have some gas in the tank,’ I recommend 
that you look at it seriously,” Burrow says. “They say a new broom sweeps clean, 
but that shouldn’t necessarily be the case. It would be inadvisable to walk away from 
someone who’s solid and has good experience.”

Mergers of like-size financial institutions present opportunities to develop new 
positions and specialties, such as a risk department or a chief accounting officer, 
chief administrative officer, or chief culture officer, David L. Tuyo II, President/CEO 
of University Credit Union (UCU), Los Angeles, California (www.ucu.org; approaching 
$1 billion; 45,000 members), suggests. Creating a dedicated chief of diversity, equity, 
and inclusion (DEI) position would recognize the growing importance of developing 
and implementing a DEI strategy.

During his time as CEO at JSC FCU, Michaels emphasized bringing in talented  
people to enhance the member experience. One of his first moves was to hire a  
Chief Experience Officer, and he also has hired several individuals from Fortune  
100 companies.  

“Everything we do is geared toward fulfilling our role as a member-centric  
organization,” Michaels says.

At the executive level, retention packages that reflect the current compensation  
market can be a key tool in holding on to leaders identified as strong players in 
moving the organization forward in existing and new business units, Jeff Disterhoft, 
President/CEO of GreenState Credit Union (GreenState), North Liberty, Iowa  
(www.greenstate.org; $7.1 billion; 250,000 members), notes. Working with a trusted 
third party knowledgeable about the market to structure these arrangements can  
be invaluable. 
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Staff Integration, Training, and Development 
 
One of the most important considerations in the aftermath of a merger is staff 
integration. Bill Birnie, President/CEO of Frontwave Credit Union (Frontwave), 
Oceanside, California; (www.frontwavecu.com; $1.09 billion; 111,000 members), 
contends that fully integrating all employees into one team should be an immediate 
priority. “There can be no ‘us’ and ‘them’ conversations,” he says.

Input from both the merged and merging credit unions’ leadership is needed to 
achieve the highest possible “talent density, while at the same time taking a fresh 
perspective to the opportunities the new organization presents to the strengths of 
its staff,” Disterhoft says. 

Deploying that wider range of talent is best accomplished through an iterative pro-
cess between supervisors and employees to identify their strengths and interests 
and to steer them toward the opportunities that will support career growth. But 
managers should not presume that everyone wants or needs to grow beyond their 
current roles. Some are happy where they are and will continue to do their best 
work there.

“The initiative needs to start with the employee,” Disterhoft says.  

Teresa Freeborn, President of Kinecta Federal Credit Union (Kinecta), Manhattan 
Beach, California (www.kinecta.org; $6 billion; 300,000 members), is “a big believ-
er in the power of education to transform lives” and in the critical importance of 
nurturing a learning culture as a cornerstone of optimizing organizational perfor-
mance and employee engagement. 

“All of that just becomes that much more important in the due diligence phase and 
post-merger environment, because that’s when the employees who will make the 
transition have a great opportunity to showcase their skills, their flexibility, and 
their ability to adapt and contribute in a new environment,” she says. 

It is also smart for leaders to make sure their associates stay up to date on broad-
er trends affecting credit unions and the whole financial services industry, “so they 
have an awareness of the big strategic moves like mergers that are happening and 
understand the good reasons their leadership might have in implementing such a 
strategy,” she adds. The Western CUNA Management School, CUES’ CEO Institute, 
and NAFCU’s Management and Leadership Institute are just a few examples of the 
many professional development seminars and workshops hosted by credit union 
associations that can facilitate investments in people before, during, and after a 
merger and as an ongoing commitment to support leadership development.  

The Emerging Leaders Program (ELP) designed and taught by the DDJ Myers 
company and co-hosted by the Northwest Credit Union Association (NWCUA) 
has been generating the industry’s next leaders for the last eight years. The 
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award-winning Emerging Leaders Program provides the framework for the next 
generation of senior leaders to gain the necessary skills to coordinate and execute 
strategies and tactics for your organization. This unique program starts executive  
development in strategic thinking, organizational and interpersonal communication, 
and executive presence. DDJ Myers was awarded the NAFCU 2021 Innovation  
award for transforming this in-person leadership program into a successful Virtual 
Emerging Leadership Program (VELP) during the COVID-19 pandemic in 2020.  
This innovation allowed development and coaching to continue despite the 
restrictions of the pandemic.

Kinecta’s 10-person training and development department will be working hard to 
support the credit union’s expanding employee base. In integrating the management 
and staff of the merging credit union, there will not always be a one-to-one trans-
lation into the same roles, but “if you’ve got a pool of talented people who already 
understand the way credit unions do business, it really behooves you to access and 
use that,” Kinecta CEO Keith Sultemeier says. 

For those employees who self-select out of the continuing organization, the credit 
union should be prepared to facilitate their departure on good terms, he recommends. 
“There will be departures at both credit unions before a deal gets done, but leaders 
don’t know where those vacancies might pop up. It’s great to be able to fill those 
openings from the existing talent pool—and to acknowledge that not all investments  
to train people for new positions in the continuing credit union will pay off.” 

It is impossible for credit unions to gain economies of scale without addressing the 
overlap and redundancy that might result through a merger, such as two branches 
in close proximity, Tuyo notes. That said, in past negotiations, UCU has guaranteed 
employment for the staff of the merging credit union “to take the fear away” and  
then dealt with allocating its wider talent pool to maximize value to stakeholders. 

The continuing credit union’s commitment to offering a job to every employee in the 
merging organizations may be harder to maintain as the impetus for consolidation 
evolves, for both financial and cultural reasons, Kirk Kordeleski, executive benefit  
consultant with OM Financial Group (om-financial.com), cautions. As online and  
mobile banking become the primary delivery channels, the need to win over the  
in-branch members by transitioning frontline staff becomes much less relevant  
and impactful to overall success.

It is also important to recognize that the culture of a $1 billion-plus financial institution 
is likely much different than that of a much smaller credit union. New employees may 
need to adjust to new performance models, learning models, product differentiation, 
brand positioning, and requirements for education. 

“It’s great to say you’re going to keep everyone, but doing that requires a significant 
training investment to get everyone on board,” Kordeleski notes. 
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On the plus side, there will be opportunities for talented, productive, and ambitious 
employees to move up in the new organization or to move to other departments 
that did not even exist in their former credit union. Institutions that help individuals 
adapt and learn will be the winners in today’s environment of continual change. 

A merger can often give the larger, integrated organization the resources to provide 
a better service experience to members. This is essential, Michaels notes, especially 
considering that credit unions have fallen behind banks in the American Consumer 
Satisfaction Index (2020) for a second year in a row. 

“The main reason for this is because the defi nition of service has changed,” Michaels 
says. “It’s not just about face-to-face service anymore. It’s more about ease of use 
and the mastery of technology to deliver a phenomenal experience.”

Realigning the Board

Decisions about the composition of the continuing credit union’s board of directors are 
often guided by the extent to which a merger brings about changes at the governance 
level. In mergers of small credit unions, the continuing board may stay largely intact. 
However, when a merger results in signifi cant expansion, through a large new fi eld 
of members or new geographic markets for example, board membership may need to 
expand or evolve to refl ect those changes. 

It makes sense to expand the number of board seats, especially for mergers that bring 
large numbers of members into the continuing credit union, because “people who 
have been member-owners for decades will want to ensure they have solid represen-
tation at the board level,” Kinecta Board Chair Mary Yasui-Yamabe says. “However, if 
the merger was undertaken for the right reasons—and with alignment on key factors 
like values and culture—one can expect the new members to quickly gain a comfort 
level with existing board leadership.”

A major merger provides a great opportunity to reassess the criteria that guide board 
composition, including expertise, experience, SEG/community representation, and 
diversity. That fi nal factor, she adds, can encompass a broad array of characteristics, 
including gender, race, cultural background, age, and sexual orientation. 

Institutions that help individuals adapt and learn will be the winners
in today’s environment of continual change. 
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For example, when Xceed merged with Kinecta, the continuing board expanded from 
seven to nine members, bringing Xceed directors Roni Crichton and Judy Novak on 
board. Crichton represents Xerox, the original sponsor of the merging credit union 
and a key SEG for the continuing organization; Novak is based on the East Coast, 
and “her top priority is the very important community of Rochester, New York, where 
Xceed has a major presence,” Yasui-Yamabe notes. “Adding these two volunteers 
enhanced our board and immediately increased the number of women and people of 
color at the table.”

Board expansion can be temporary. Directions has “almost always” invited some 
directors from the merging credit union to join its board, often by increasing the 
number of board seats for a set period. At one point, the board had 17 directors.

“When other CEOs hear that, some are horrified,” Shaner acknowledges. “But we’ve 
been able to make it work. It’s not a permanent situation. We always have a plan. It 
may be that in the merger date plus five years, we’ll be back down to a more normal 
board size.” 

The credit union added four directors to its board in a 2018 merger. Currently, there 
are 13 board members, and plans are in place to reduce that number to 11, which 
Shaner considers optimal. For the next several years, the Directions board might, for 
instance, have four seats coming up for re-election, but only three seats will be filled. 
In practice, those elections are rarely contested, typically because a director will  
voluntarily announce that he or she will step down at the end of the term. 

With a merger of equals, Walton observes that in an ideal world, the continuing  
credit union should end up with a board that pulls the right talent and expertise  
from both organizations to execute the merger today, provide bench for the board 
over time, and facilitate a graceful exit for those volunteers whose contributions  
are no longer needed.

At the same time, Walton recommends that credit unions look beyond current  
board membership to ensure a longer-term path to attract new volunteer talent  
for the greater organization that stays true to the values of a growing and evolving 
membership. A plan that confines board seats to existing directors of the merging 
and continuing credit unions over several years could be too limiting, he cautions. 

“Put in place a process and a structure that gets you through the merger and the  
immediate period beyond, and then give the organization a process to govern itself,”  
he advises.

As a past chair of Telhio Credit Union, Columbus Ohio (www.telhio.org, $960 million, 
35,000 members), Pat Zollars understands the dynamics of boards very well and 
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the challenges of bringing two separate entities into a cohesive whole. “The new board 
will have to go through some refl ection, within each respective existing board, and be 
prepared to either be part of the new team or think about stepping aside,” he says. “I 
believe there has to be some tool in place to keep the board strong, forward-thinking 
and cutting-edge, and willing to be decisive.”

Zollars advises that the best course is for the new board to be representative of both 
credit unions. That is not to say, however, that board members should assume they 
will stay on the new board in the interest of “status quo.” Attrition will play a role in 
determining the eventual composition of the new board, and the best choices may well 
become apparent in planning sessions, board meetings, and social gatherings. 

“Those that don’t fi t will fi nd their way out or should be coached out,” he suggests.

Discussions about post-merger board composition should be guided by the governance 
approach and best practices of the continuing credit union, Tuyo suggests. UCU bases 
its governance philosophy on the premise, put forward in Sandy Ogg’s book Move: The 
CEO’s Playbook for Capturing Value, that unchecked complexity is the killer of growth. 
Its board conducts annual assessments and encourages all directors to create and 
implement their own development plans to ensure that governance remains simple 
and eff ective. The board has established an advisory council to build bench strength 
by developing future directors, based on its assessment of needs for specifi c expertise 
and experience.

Currently, UCU’s board members represent diff erent arenas of the universities it 
serves, including faculty, staff , administration, athletics, alumni, medical, technology, 
and support organizations. 

“We need to make sure we have a board that refl ects the size and complexity of our 
organization and is representative of our membership to ensure that all stakeholders 
have a voice in our fi nancial cooperative,” Tuyo says. 

“ We need to make sure we have a board that re� ects the size 
 and complexity of our organization and is representative of our 
 membership to ensure that all stakeholders have a voice in 
 our � nancial cooperative.”  
                                                                                                                           David L. Tuyo II



www.ddjmyers.com | deedeemyers@ddjmyers.com                                                                                                        © 2021 DDJ Myers, Ltd.  |  pg 10

Ideally, the board is a blend not just of the necessary expertise, experience, and  
leadership but at the same time a representation of the demographics the  
consolidated organization serves, Disterhoft says. Achieving that blend is no easy 
task, but defining those priorities and codifying them in some sort of matrix is 
often a helpful first step in striking that proper balance.

The CEO’s sometimes-unspoken concerns are another factor that can play into  
merger negotiations that involve the makeup of the continuing board, Kordeleski says. 

“Credit union CEOs are in a really unusual situation. They don’t have stock as a price 
lever and most don’t serve on the board. They’re not in a position of power on the 
board, so they can be very sensitive about changing board makeup because it could 
mean their job,” he explains. “It is a very different dynamic than for-profit boards,  
because the makeup of the board in the relationship to the CEO can be a lot more 
about that relationship than it is about financial performance.”
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Creative Solutions to Expand 
Volunteer Opportunities

volunteers to collect and share feedback from 
members on how the transition is going.

Form a regional board.
When a merger expands the continuing credit union’s 
geographic reach, another strategy is to ask directors 
from the merging organization to share their views 
on serving that new territory. “There’s so much talent 

that each board brings. You have to determine 
how to utilize the talent and strengths 

from both boards to drive your organi-
zation forward,” suggests Val Mindak, 
President/CEO at Park City Credit 
Union (Park City), Merrill, Wisconsin 
(www.parkcitycu.org; $290 million; 
22,000 members).

Mindak notes that the continuing 
credit union may reap some benefi ts 

by looking at the potential for board 
members from the merging credit union to bring 
their governance skills and expertise to the table. 
“Though one organization is not continuing, there’s 
a lot of knowledge and history from that board,” 
she says. “To just dismiss that is a real mistake.”

Honor their commitment to the movement. 
Simon Walton, chair of USALLIANCE, recommends 
fi nding opportunities for every volunteer who wants 
to continue to serve in some capacity, perhaps on 
other committees, advisory boards, and foundations, 
“so that we don’t show people the door unceremo-
niously, especially when they’ve given service and 
commitment over a sustained period for the benefi t 
of others.”  

Finding roles for displaced board 
members in the aftermath of a merger 
can be a challenging proposition, but 
savvy credit unions have come up with 
innovative ideas to take advantage of 
these volunteers’ experience and 
facilitate a smooth transition. 

Create an advisory council. 
When Webster First Federal Credit 
Union begins a merger process, 
it convenes an advisory council 
consisting of board members 
from the merging credit unions. 
Michael Lussier, President/CEO 
of Webster First Federal Credit 
Union (Webster First), Worcester, 
Massachusetts (www.websterfi rst.
com; $1.2 billion; more than 100,000 
members) acts as liaison between the board 
and advisory council, which is typically dissolved 
within 18 months. “It’s a solution that has worked 
beautifully for us in 15 consecutive mergers,” 
he says.

Kathy Courtney, EVP/COO of GreenState Credit 
Union (GreenState), North Liberty, Iowa (www.
greenstate.org; $7.1 billion; 250,000 members) 
sees an advisory board as an eff ective means 
of (1) off ering an opportunity for continued 
involvement and input for directors of the merging 
credit union and (2) providing a clear view of the 
continuing credit union’s commitment to the 
community of the merging organization. Such 
a board can also serve as a conduit for those
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Seeking Third-Party Guidance

There is no one-size-fi ts-all solution for bringing together the leadership, employee 
base, and boards of two organizations. In some cases, bringing in a trusted con-
sultant or advisor with a big-picture view of the industry can provide an informed 
approach to identifying the best path forward. 

“Ideally, one would start by considering the talent and leadership that needs to be in 
place fi ve years out and then assessing each organization’s leadership team to de-
termine the best fi t,” Courtney says. “With cooperative CEOs and leadership teams, 
this can be done well. However, an option to consider is engaging an outside party 
to assist with these eff orts for a more objective view. A third party can also help as-
sist with determining appropriate retention or exit packages given their pulse on the 
market expectations/norms.”

Steve Ewers, President/CEO of Members Cooperative Credit Union, Duluth, Minne-
sota (www.membersccu.org; $950 million; 55,000 members), says decisions about 
who should lead the newly integrated organization are often obvious, especially if 
one or more executives are planning to retire. “Otherwise, the boards of the merg-
ing credit unions may want to consider having an outside facilitator bring expertise 
into the boardroom to help the directors create strategy around how to best move 
forward with CEO selection, exit packages, etc.,” he recommends.

Shawn Gilfedder, President/CEO of Kitsap Credit Union, Bremerton, Washington 
(www.kitsapcu.org; $1.7 billion; 115,000 members), likewise sees value in using a 
facilitator to resolve issues related to personnel decisions and other matters. This 
is especially true when ego or emotion gets in the way and potentially clouds the 
decision-making process. 

“The best way to address such situations is through facilitated conversation that 
will allow you to move forward pragmatically with the business elements and then 
address the emotional elements separately,” Gilfedder advises.

“ � e best way to address such situations is through facilitated 
 conversation that will allow you to move forward pragmatically 
 with the business elements and then address the emotional 
 elements separately.” 
                                                                                                                          Shawn Gilfedder
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TRANSITIONAL ISSUES  

The period immediately after the merger is the most critical for  
assuring its success. From rebranding and marketing costs associated 
with establishing the continuing credit union’s identity in new markets, 
to reconfiguring the board, to ensuring continuity in community relations, 
the transitional period entails a number of necessary decisions to launch 
the newly merged credit union off on the right foot.

Rebranding

The cost of rebranding the merging credit union under the continuing credit union’s 
name and identity will be a major expense in the aftermath of the merger. Michaels 
estimates that credit unions the size of JSC FCU may need to invest at least  
$5 million to $6 million over multiple years for rebranding after a merger. 

“I think credit unions, by and large, underinvest in brand,” Michaels says. “They  
assume that everybody knows what a credit union is and knows who they are. 
When you’re branding an organization or merging two organizations together,  
you have to invest in the brand—and that’s going to cost millions of dollars.”

Rebranding of the previous credit union need not happen overnight, and in some 
cases, a co-identity might be advisable. USALLIANCE has an effective solution for 
rebranding its newly merged credit unions—continued use of the familiar name  
of the merging credit union with the phrase “Powered by USALLIANCE.” That 
co-branding may continue for six months or a year; in one instance, a five-year 
commitment made sense. This allows members of the previous credit union to 
become accustomed to the USALLIANCE brand before their credit union makes a 
complete identity switch.

“We’ve configured ourselves as USALLIANCE Financial, and we look at ourselves  
as a group of financial capabilities under that overall umbrella,” Kris VanBeek,  
President/CEO of USALLIANCE, explains. “That resonates well with other credit 
unions, who can say, ‘Yes, we’re a part of this.’”

While rebranding is the outward presentation of the credit union to its members  
and community, some aspects of that work also need to be directed toward  
employees so that they can represent the new identity consistently and effectively. 
For example, Frontwave Credit Union (Frontwave), Oceanside, California (www.
frontwavecu.com; $1.09 billion; 111,000 members) introduced “Brand Camp” for all 
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employees after implementing a name change (from its previous name of Pacific 
Marine Credit Union) in 2018. Today, to facilitate and accelerate integration, all em-
ployees who are new to the organization attend Brand Camp as part of orientation. 

Birnie reports that Brand Camp helps get all employees on the same page in terms 
of the organization’s guiding principles. “This is where we learn the language and 
character of our brand. We talk about our mission to make financial dreams come 
true,” Birnie states. “We talk about our vision to be the best place our members 
have ever banked. And we also talk about core values of passion, innovation, and 
excellence. As we consider merger partners, we’re looking for organizations that 
are aligned with those traits.”

Staffing Transitions 

In the immediate aftermath of a merger, the continuing credit union may need to 
have some transitional positions in leadership that last for only a short time. “Every 
situation is unique,” Gilfedder says. “Depending upon the circumstances and the 
timing of certain events, you may have somebody on board for two years to help 
manage elements of the transition. But at the end of the day, there can only be one 
leadership stack in the organization. That’s just the reality of mergers.”

With a new organizational structure in place, the continuing credit union may ben-
efit from creating a professional development program with training opportunities 
for board members, executives, managers, frontline, and back office staff. In one 
example, UCU has developed a career path and job laddering program for member 
service staff to earn certification as financial counselors through CUNA. Staff can 
then enroll in a two-year personal financial planning program at UCLA and complete 
the requirements for certification as a financial planner and, eventually, qualification 
for a securities license to become a financial advisor. Similar career paths have 
been developed for accounting staff to become CPAs and for risk and compliance 
officers to work toward leadership positions. That commitment gives UCU the  
competitive advantage of homegrown talent, Tuyo notes.

When moving into new communities, credit unions may have to decentralize some 
aspects of decision making and reassign personnel. For instance, Vibrant moved 
an individual who had been running branches to its new Des Moines location. “We 
wanted to have a boots-on-the-ground person who understands us to be in that 
market and help make an impact,” Matt McCombs, President/CEO of Vibrant Credit 
Union (Vibrant), Moline, Illinois (www.vibrantcreditunion.org; $970 million; over 
50,000 members), says. 



www.ddjmyers.com | deedeemyers@ddjmyers.com                                                                                                        © 2021 DDJ Myers, Ltd.  |  pg 15

Keeping staff  in place is especially important if the merger involves the continuing 
credit union’s entry into new markets. “When a merger occurs, you want as little 
upheaval as possible,” Burrow says. “The worst thing you can do is merge and all 
of a sudden have all new faces. If you’ve already got staff  in place who can do the 
job and they already have the members’ trust, then you’ll want to do everything 
you can to keep them.”

In its recent bank branch acquisition, GreenState “co-located” credit union and 
former bank teams so that they were working side by side in offi  ces in Des Moines 
and Fort Dodge, Iowa. That integration helped build “we’re in this together” team-
work from the onset so that employees could learn from each other.

In addition, “our leadership team regularly visited each location and took time to 
have employee events and general Q&A sessions with various teams, and each 
department leader did the same,” Courtney says. “We also had a process built to 
centralize questions coming through to ensure these were answered timely and 
people felt heard at every level of the organization.”

Regular employee engagement and pulse surveys have helped in monitoring the 
integration process and alerting managers so they can take prompt action “if some-
thing gets off  track,” she adds. “The key is that there should never be an ‘us versus 
them’ in vocabulary or actions. It is all ‘us.’”

To ensure continuity after any future mergers that Frontwave Credit Union may 
undertake, Birnie is planning to implement a bonus system to retain employees.

“I perceive a need for stability in the immediate post-merger period,” Birnie says. 
“So, I would reward anyone who agrees to stay for some period—say, 90 days—
with a retention bonus. And because at some point I suspect that we’re going to 
need to right-size the organization, I would thank anyone that chose to leave the 
organization between 90 days and six months with a separation bonus.”

Michaels notes that it can be diffi  cult for the combined organization to fi nd roles for 
all employees because of the need to eliminate duplicate positions. However, he 
advises credit unions to do what they can to fi nd roles for everyone.

“Sometimes the needed role doesn’t align with what the individual wants to do, in 
which case they may select out,” Michaels acknowledges. “Everyone has to feel 
valued and know that leadership cares about their future. How you treat the people 
in a merger will defi ne your legacy, your character, and ultimately your success.”

“ � e key is that there should never be an ‘us versus them’ 
 in vocabulary or actions. It is all ‘us.’”
            

Kathy Courtney



www.ddjmyers.com | deedeemyers@ddjmyers.com                                                                                                        © 2021 DDJ Myers, Ltd.  |  pg 16

Maintaining a Community Identity 

When two institutions come together, McCombs stresses that the main focus  
should be on doing what is best for the members as well as the communities  
they serve. “Community is a broad-based term,” he says. “It could be geographic 
communities. It could be workforce communities. It could be communities of faith. 
But the broad-based community you serve, as well as the members and employees 
of the organization, should all find collective value that comes from the merger.”

The merger plan should directly address how the continuing credit union will con-
nect with its wider community, Freeborn says. “Many credit unions are pillars of the 
communities they serve, especially in smaller towns, and there is often tremendous 
brand equity and a deep reservoir of goodwill for them and their employees,” she 
notes. “There’s huge value in that for the combined credit union, so the merger plan 
should include specific plans to ensure local members, employees, and community 
partners know why the merger is a good thing for them. One can’t make promises 
about the future…but communities need to know that they’re valued and that the 
continuing credit union has a plan for the future that includes them.”

Everything in a merger is negotiable, and that includes determining how the con-
tinuing credit union handles relationships in the community that have value to the 
merging credit union. “I would suggest that if a merging institution feels that it’s 
important that certain aspects of their membership base are served appropriately, 
these terms should be negotiated prior to the transaction closing,” Gilfedder says. 
“They should take the opportunity to put those asks forward and make sure they’re 
addressed and not just leave those elements to chance.”

Community commitment by continuing credit unions may not be a primary factor  
in all merger discussions, “but from my perspective, it needs to be. It’s part of over-
coming the resistance to change,” Bob Jacobson, Board Chair of Pen Air Federal 
Credit Union (Pen Air), Pensacola, Florida (www.penair.org; $2.1 billion; 115,000 
members) suggests. Pen Air leaders use the term “communi-rosity” to describe 
their organization’s support for regional charitable causes—support that would  
extend to the fields of the membership of merger partners.

That community calculation often includes branch locations. Directions is unlikely 
to pursue a merger that would require the closure of a significant number of 
branches to make it financially viable, Shaner says. If the bottom line of measuring  
a merger’s impact is member benefit, a significant reduction in branch locations 
could be viewed as a big negative. 



One way to maintain community ties is to make sure there are familiar faces on 
the board. This strategy has worked well for USALLIANCE, whose current vice-
chair comes from the board of a small credit union in West Haven, Connecticut, 
that merged into the organization.

“We also have the mayor of West Haven on our board, and she is a great person to 
have as a community contact,” VanBeek says. “If you have someone on your board 
who can leverage those relationships, I can’t think of anything better than that. The 
individuals from West Haven have been great additions to our board.”

In some merger situations, USALLIANCE has established advisory committees as a 
presence in the community, which has turned out to be a great way to establish brand 
awareness. “We’ve done everything from investing in libraries and parks to sponsor-
ing fi reworks,” he adds. “The advisory boards have played a role in allocating funds 
so that we can have the biggest impact.”

Mindak is open to looking for mergers as a pathway to growth for Park City Credit 
Union and furthering its mission of serving its members and the community. “We 
give to over 150 community organizations every year and provide thousands of hours 
of community service through our Park City Cares initiatives,” she says. “If we were 
able to fi nd a partner who has that same kind of philosophy, we would be happy to 
engage with them.”

Ewers stresses the importance of evaluating the impact of a merger on the commu-
nity, since credit unions pride themselves on making a diff erence in the communities 
they serve. 

“Mergers may open doors for new opportunities of helping our neighbors, not just 
our members, which really goes back to our industry’s DNA,” he says. “Credit unions 
play a signifi cant role in leveraging their physical, fi nancial and human capital to help 
people, and mergers can potentially increase these resources to make even more 
signifi cant impacts.”
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“ Mergers may open doors for new opportunities of helping our 
 neighbors, not just our members, which really goes back to 
 our industry’s DNA.” 
                                                                                                                                Steve Ewers
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Supporting the Community in the 
Post-Merger Period

members, but also the communities it serves, CEO 
Brandon Riechers notes. The credit union supports 
fi nancial education through 29 student-run school 
branches and through community outreach programs, 
such as those for incarcerated individuals. In addi-
tion, Royal’s foundation donates to community causes, 
guided by a “giving map” that ensures an equitable 

distribution across the markets it serves. Team 
members throughout Royal actively 

support the foundation through 
volunteering in fundraising events 
and making fi nancial contributions 
directly. More than 600 of Royal’s 
650 team members volunteer on an 
annual basis in support of Royal’s 

and the foundation’s eff orts to give 
back to their communities.

“We know we only thrive if our community 
thrives—and that includes the new communities 

where we are expanding through mergers,” he says.

Maintaining a community presence and support can be 
central considerations for a prospective merger part-
ner’s board and members, agrees Shaner. In a past 
merger with Education Plus, the formal agreement 
specifi ed that Directions would continue to maintain the 
same level of resources for school and community sup-
port in the merging credit union’s fi eld of membership 
for a set period after the transaction was completed.  

“That’s just good business, so we would have done 
that anyway, but it’s really important for the leaders 
of a credit union that’s going to merge to be sure that 
the community they serve will have the same benefi ts 
as having their credit union there,” he notes.

A common concern among directors and 
executives at credit unions evaluating their 
merger options is the loss of identity and 
presence in their member communities. 
However, there are many examples of continuing 
credit unions ensuring continued support—and
in some cases, even increased fi nancial and 
volunteer resources—to communities.   

In negotiations with potential merger 
partners, the Connexus Credit 
Union team (Connexus) in 
Wausau, Wisconsin (www.con-
nexuscu.org $3.3 billion, 385,000 
members) seeks to address that 
concern directly, Board Chair Ron 
Dins says. Following a 2018 merger 
with a $150 million Wisconsin Rapids 
credit union, Connexus formed the Bull’s 
Eye Legacy Fund named to honor the history of 
the original organization. The fund operates within 
the Connexus Cares program to continue to honor 
the merging credit union’s community commitment 
with, among other donations, sponsorship of shelters 
and food pantries. 

Connexus Cares organizes charitable support, both 
fi nancially and through volunteerism, in markets 
where the credit union has a branch presence. In 
2021, the credit union earmarked $2.5 million in 
donations through that program.

“To create a positive impact on the lives we touch,” 
is the purpose of Royal Credit Union (Royal), Eau 
Claire, Wisconsin (www.rcu.org; $3.5 billion; 226,000 
members). This encompasses not only the current 

such as those for incarcerated individuals. In addi-
tion, Royal’s foundation donates to community causes, 
guided by a “giving map” that ensures an equitable 

distribution across the markets it serves. Team 
members throughout Royal actively 

support the foundation through 
volunteering in fundraising events 
and making fi nancial contributions 
directly. More than 600 of Royal’s 
650 team members volunteer on an 
annual basis in support of Royal’s 

and the foundation’s eff orts to give 
back to their communities.

“We know we only thrive if our community 
thrives—and that includes the new communities 

where we are expanding through mergers,” he says.

Maintaining a community presence and support can be 

However, there are many examples of continuing 
credit unions ensuring continued support—and
in some cases, even increased fi nancial and 
volunteer resources—to communities.   

In negotiations with potential merger 
partners, the Connexus Credit 
Union team (Connexus) in 
Wausau, Wisconsin (www.con-
nexuscu.org $3.3 billion, 385,000 
members) seeks to address that 
concern directly, Board Chair Ron 
Dins says. Following a 2018 merger 
with a $150 million Wisconsin Rapids 
credit union, Connexus formed the Bull’s 
Eye Legacy Fund named to honor the history of 
the original organization. The fund operates within 
the Connexus Cares program to continue to honor 
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Gauging the Merger’s Success

As part of merger planning, the continuing credit union should pinpoint quantitative 
and qualitative criteria for monitoring outcomes. Lussier identifi es one of the most 
important as retention and growth in membership from the merging organization.

“When all is said and done, do you still have members?” Lussier asks. “Did they 
stay, or did they leave? A majority of the people who are going to leave you, leave 
you in the fi rst six months. If you still have 85 percent or more of those members 
after 12 months, you’ve done a pretty good job.”

Employee retention is another important indicator of merger success. “Are 
employees happy? Did they leave you?” Lussier asks.

In the best-case scenarios, he adds, the credit union is able to off er higher pay and 
better benefi ts to the new employees who have come into the fold via merger, which 
will be an incentive for them to stay.

“There are a lot of diff erent ways to determine whether or not the merger was 
successful: Are you growing loans? Have you reduced costs? Did you get the scale 
you were hoping for?” Birnie says. “From my perspective, if you can get the culture 
right and the talent right, everything else falls into place.”

In gauging the eff ectiveness of this transition, credit unions can turn to a variety of 
tools to measure performance comparatively before and after the merger. Michaels 
advocates for the use of Net Promoter Scores and team member scores to gauge 
how well the credit union is doing in the post-merger period. “Those scores are a 
real indicator of how successful you’ve been in integrating the cultures of the two 
organizations and if you’re delivering on the value proposition you promised your 
members,” he says.

Be aware that Net Promoter Scores can go down in the immediate aftermath of a 
merger because of unforeseen transitional issues. “But at some point, the member 
should start seeing the value of the combined entity, whether that’s access to more 
branches, access to more ATMs—a whole host of things—and that will be refl ected 

“ From my perspective, if you can get the culture right and the talent   
 right, everything else falls into place.”
                                                                                                                                    Bill Birnie
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in your relational Net Promoter Score,” Michaels says. “The team member scores  
are equally important because no member experience can be achieved without a  
positive team member experience.”

Zollars recommends looking at the impact of the merger on both members and  
the community to best gauge the endeavor’s success. “The community itself  
should become stronger, and the benefits for the members greater,” he says.  
“Our industry needs to keep an eye on the ball and be greatly aware of those that 
want to do harm financially to credit unions through taxes and other regulations.”

According to Burrow, the merger has achieved its objectives when the newly  
combined credit union operates cohesively going forward. “By and large, we’ve  
kept all our staff, and we’re all one family now,” he says. “This doesn’t happen  
overnight. At first, employees will identify as being part of one credit union or the  
other. I can’t tell you how long it’s going to take—every credit union is going to be 
different—but you want to get to the point that, merged or not merged, you all look 
at each other the same. We are the staff of Bayer Heritage Federal Credit Union—
whether people got here via merger or by hiring on like I did 27 years ago—when  
we all feel like part of the same team, that, to me, is success.”
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Part Three provides insights into what is often the most trying phase of a merger, 
the transition. Putting the plans that were made into motion requires exemplary 
teamwork in coordination, communication, and collaboration from the leaders of 
both credit unions. 

When the leaders show enthusiasm for the changes, the employees 
will likely be enthusiastic about the changes as well. This ensures a 
smooth transition and a better long-term outcome for the continuing 
credit union. 

Without great people, a business cannot survive and credit unions are no diff erent. 
It is critical for merging credit unions to acknowledge their employees throughout 
the transition. Clear communications on their place in the new organization, how the 
rebranding impacts them and the ways they can stay involved in the community will 
keep them informed and will make the transition easier for both employees 
and members. 

Throughout this white paper series, we have examined the many intricacies of 
mergers and acquisitions in the credit union industry. Driven by a wide range of 
market and technological forces, consolidation has transformed the credit union 
landscape—and will continue to do so for the foreseeable future. It is too soon to 
evaluate the full impact of the pandemic on fi nancial cooperatives, individually and 
collectively, but in the near future, it seems likely that the prolonged economic 
fallout from the COVID-19 outbreak will only accelerate M&A discussions. 

While some view the march of mergers with regret and concern that “credit unions 
are becoming more like banks,” others take a more optimistic view of consolidation 
as a path forward to stay on par with other fi nancial service providers on products, 
pricing, and digital delivery—without sacrifi cing the movement’s “members 
fi rst” commitment. 

The bottom line favors that latter point of view. According to the NCUA, the number 
of federally insured credit unions across the United States declined from 10,316 at 
the turn of the century to 5,099 at year-end 2020. Over those two decades, total 

More for Members:
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assets held by credit unions increased from $438.2 billion to $1.84 trillion and  
combined membership rose from 77.6 million to 124.3 million. That growth supports 
Sultemeier’s view that “two old-school assumptions about mergers need to be put  
to rest if our cooperative model is to survive”:

1.  The steady consolidation of smaller credit unions will continue. “Continuing  
to operate as an independent may be ideal, but many smaller credit unions 
simply do not have the resources to keep up with the ever-increasing cost 
and complexity of running a successful credit union,” he says.

2.  “For most merging credit unions, a proposal to merge does not represent  
loss or failure, but a thoughtful and careful assessment of the facts of the 
financial services space and a prudent choice on the part of the board and 
management to put their members’ best interests first.” 

“It takes a lot of courage for a merging credit union to go down that path,” Sultemeier 
adds. “Its leaders have come to recognize that their model, while they might be able 
to sustain it in the near term or even for a decade, is not achieving what they set out 
to do—to provide their members with the best possible services and to support em-
ployees in working toward their best possible careers for advancement and growth.”

As we continue to move back to ‘normal’, credit union leaders are resuming a pro-
active approach after a year full of reactive measures to preserve their organizations 
and to protect their members. Now that we can look ahead, conversations about 
mergers and acquisitions are making their way back into the boardroom. 

This white paper series is a deep dive into the lesser-known details that credit unions 
on both sides of the table should consider when strategizing. Financial data, locations, 
and services are important but weighing the benefits of culture, talent, and commu-
nity impact can be the difference between a smooth and easy merger or a rough and 
rocky one. 

Preparing a strategic position on M&A is necessary for all boards and CEOs. Under-
standing, from a third-party perspective, the value of your organization puts you in 
a more competitive and defensible position. Learn how to build an effective mergers 
and acquisitions strategy regardless of which side of the table your credit union may 
be sitting on. Understand how other organizations may see you as an acquisition 
target. Create a defensive or offensive strategy in advance, and be clear on the role of 
the board and the CEO in the cycle of conversations. 

We hope you have enjoyed this series, “Credit Union Leaders Plan Post-Pandemic 
Merger & Acquisition Strategies” and find the information valuable. Please send any 
questions, comments or feedback to Deedee Myers.
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