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Objectives for Participants:

W e

Recognize the between Mergers, Acquisitions (M&A) & Affiliations.
Understand how the Affiliation partnership and Affiliation models/approaches.
Identify & describe the of business combinations through Affiliation.
Develop an appreciation for throughout the
Affiliation process that results in expanded programming aligned with your mission.

Know how an Affiliation in human services sector funding
related to stagnating reimbursement rates & increased operating expenses.

Realize in what manner ; i.e. consumers, families, staff, board
members, throughout the Affiliation process.

Comprehension of the available through Affiliation.

Understanding that through Affiliation the are

fostered, advanced and promoted ensuring organizational advancement & ingenuity.
Know what impacts an Affiliation, or any consolidation method, creates in order to
on emerging reimbursement systems like Value Based Payments (VBP).

10. Generate interest from your organization in following up with Inperium to better understand

and your specific needs.



Definitions: Merger — Acquisition - Affiliation

Definition of Merger

Merger refers to the consolidation of two or more
entities to form a new company with a new name as a
single entity in which there is shared ownership &
control while having all the assets/liabilities/legal
rights/obligations of each company combined. The
consolidating companies no longer exist. The two (2)
companies amalgamate, & are dissolved to form a new
company.

Definition of Affiliation

An affiliation is when two (2) companies that are related to each other in some
manner & are working towards similar goals or providing equivalent services
create a business relationship that results in the adoption of a common sole
member in order to become connected or associated resulting in both companies
benefiting from each other under the common membership.



The Decision

Top Challenges Overcome
Areas of Board/Executive Concern Cured
Nonprofit Standards, A Benchmarking Survey — June 2018
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Challenges

Creating Impacts

Overcome

Information Technology

S
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*  Obligated Credit Group
Fundraising *  Master Trust Indenture
*  Access to Capital
*  Flexible Financial
Resources
*  Non-Bank & Other
Financing

Fraud Risk

R
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*  Creativity around Sustainability
*  Programmatic Expansion
Services Demand * Insulation from Major Payer
Shifts/Expand into New Areas
* Diversification of payers &
service lines through Affiliate
Resource Sharing

Succession Planning



Value Creating
Proposition - Affiliation
The Value Chain



SUPPORT ACTIVITIES

* Accounting

* Auditing

* Taxes

* Treasury/Banking

* Cash flow
Management

* Payroll/ Payroll
compliance

* Time &
Attendance

* Representative
Payee
Management

« Billing and
Collections

* Budgeting &
Forecasting

Value Chain

Finance and Accounting
Human Resources Staffing and Administration

* Human Resources

* Employee
Recruiting

* Benefits Review
Design and
Participation

* Employee
Training

* Centralized
Scheduling &
Human Resources
Deployment

* IT Operations
Budgeting and
Planning

* Help Desk
Support

* Desktop Network
and Server
Management

* Systems Support

* Mobile
Technology
Deployment and
Management

* Website and
Domain
Administration

Value-Creating Activities

* Property Casualty
and Liability
Insurance

* Worker’s
Compensation

* Statutory
/Regulating and
Corporate
Compliance and
Reporting

* Incident
Management

* HIPAA OSHA

* Quality
Management

* Facilities
Maintenance &
Repair

* Site Location &
Development

* Energy
Conservation

* Complete Fleet
Management and
Repair Services

* Zoning & Code
Compliance

* Green Energy
Solutions




Affiliation:

A Strategic Alternative
HANDOUT



Legal Entity
Structure - Models

Pre & Post Affiliation



\""‘"’EF'”": New Affiliate and Inperium, Inc. (Post affiliation prototypical approach)

: T
Board of Sole Member Directors (2) Election

B f Inperium
New Class Elected/ oard o p ’

Legacy Class Directors Inc.

Affiliate Directors

Affiliate Director Election? Affiliate
Class

Assets
EIN

Mission Shared Administrative

The Services Agreement?
Foundation

Inperium
Management
Services, Inc.

a

Services

Service Contracts Employee Services Agreement

Back
Office/Admin
Services/Staff

Shared Services

Professional &
Direct Services

Systems/ Back
Office Staff

Systems & Administration Staff integrated into IMS, Inc. & utilized across affiliates

Staff

Union Di
Bl e Irect Existing staff become employees of IMS, Inc.*

) Attenti
Attentio
n Staff

on Staff

1- From Elected Director class of Inperium, Inc. Board

2- Total Number & class of Director determined by metrics of affiliate
3- Agreement provided at cost & less than market rate Integration of Affiliate
4- Staff retain their original date of hire

Shared Governance Control



Bylaws & Reserve
POwers



Sole Member Reserve Powers — Minimum Required

Corporate Governance
Capital Investment
Business Combinations
Asset Disposition

Acquisitions & Affiliations

o Election/Reelection/Removal of a Director; Amendment of Articles of Incorporation/Bylaws; Change in business purpose/legal name/name(s) Corporation
does business as (*);

Capital contribution/incurrence/guaranty of any debt (*);
Merger/Acquisition/Division or conversion/Sale to another entity or business other than Sole Member or its affiliate;

Sale/Lease/Encumbrance/Other disposition of all/substantially all of the Corporation’s assets; filing for bankruptcy/insolvency/dissolution/liquidation;

o O O O

Acquisition of a subsidiary or affiliate including by a related entity
(A)Post timeframe outlined in Definitive Agreement

(*)JAn amount in excess of Board of Directors established amount



Governance Control
Detailed

Board of Directors

HANDOUT



The Process - Next
Steps & Time Line



What’s Next?

Non-Disclosure Agreement?

Letter of Intent and Term Sheet?
* Draft executive/key staff contract language?

Due Diligence Efforts (ALL parties)

* Fiscal/Programmatic/Business Operations and Legal review
* Risk &Technology Assessment

* Approvals Required*

Definitive Agreement

* Board actions/consents/modifications/assignments/notices
»  Affiliate and Inperium
* Employment contracts for key staff

* Administrative services/management services agreements

Confidentiality agreement permits sharing of basic proprietary information between the parties that wish to share with one another but restrict access by a 3™
party

Document outlining general provisions before agreements are finalized; written conceptualization of the affiliation that are non-binding or binding to either or
both parties that protects both parties until a finalized transaction and closing of the affiliation. Term sheet delineates fundamental terms before expending
substantial resources on definitive agreements, finalizing due diligence and seeking 3™ party approvals

Details wage, benefit, stay & sign-on payments and other necessary employment terms for those key employees that are being encouraged to/and have chosen to
remain as part of the affiliation process through closing

Determine what regulatory approvals are required from the appropriate departments, divisions, lending institutions and all other governmental bodies that are
required to approve affiliation; evaluate if the approval is required prior to closing and if there is any potential for interpretation of the affiliation as a change in
control

Converts Letter of Intent and Term Sheet to granular details of the affiliation



What’s Next? (cont.)

Regulatory Approvals®

e Attorney General

* Departments of Health/Human Services/ Licensure
* Lending Institutions

* Employee Benefit Programs

* Other contractually required

Closing’
Integration Planning?®

Full Implementation

Provided in the form of a non-objection letter, formal approval letter based on a regulation, circular or law and provided by the regulatory body within the
timeframe of their own guidelines

. The actual legal date of affiliation after all other matters have been concluded and the date on which consolidation by the affiliate of its balance sheet, revenue &
expenses and profit or loss with Inperium, Inc.; formal approvals required from all Boards

Period of time when due diligence, information learned by both parties is prioritized into a roadmap, a dashboard is created for tracking of the details within the

plan, the work plan assignments are given to the responsible parties and the roll out to staff of the details of the affiliation occurs with Inperium Management
Services, Inc.



The Timeline: From Decision Day to Full Implementation

Letter of Intent and Regulatory Integration Planning Full Implementation
Term Sheet Approvals 30 business days 180 business days
25 business days 0 to 60 business days
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Non-Disclosure Due Diligence Efforts Definitive Closing
Agreement 60 business days Agreement 30 business days
Execution 30 business days

5 business days



Commonly Askead
Questions

& the Answers



Q. What would be the chief advantage of affiliation with Inperium for the Affiliate?

A. sustainability and the ability for the affiliate to continue its mission, vision and services while offering
protections to the individuals it supports by being part of a larger organization. As part of the larger organization the affiliate is able to be
insulated from fluctuations in funding by leveraging economies of scale for back office functions and having a larger voice in the
marketplace among other safeguards.

Q. In regards to advantages of scale, what are the most predominant examples of scale advantage in your experience?

A. banking and Financial relationships, with regard to real estate and debt financing, to offer more favorable lending
terms; Workers Compensation & ALL insurances, as well as, employee health and welfare benefits WILL realize a reduction in expense
because of the larger volume; other expenses such as food, electric, fleet maintenance and office supplies are examples of expenses that
are reduced due to Inperium’s greater scaled buying power.

Q. How will this proposed affiliation better the lives of the individuals and families of those we serve?

A. by offering sustainability your programs remain intact, in addition, they are insulation from changing
economic challenges while other granular benefits are produce resulting in more satisfied & committed staff boosting morale & improving
the lives of those we serve.

Q. What are some of the financial benefits that can be expected from affiliation?

A. refinanced debt can achieve more favorable payment terms; reduction in expenses for all insurances; leveraged
purchasing; systems enhancements and cost reductions to time and attendance, payroll, telecommunications platforms name a few of the
many that exist.



Q. What are the financial risks, in your experience, that an affiliate should be aware of?

A. we have found that through affiliation there is an immediate opportunity for improved financial position/condition & access to
additional capital. The access to our Obligated Credit Group allows each affiliate use of its Master Trust Indenture arrangement to provide
access to capital & financial resources that are flexible, done by ease of transfers, accommodates growth/development & is offered at greatly
reduced lending rates through bank, non-bank & other capital provider solutions.

Q. How is the proposed corporate structured represented to the public and/or press?
in exchange for sharing governance, which is customizable, along with the integration of systems and staff
through the use of Shared Service and Employee Agreements the affiliate can benefit from all aspects of affiliation while retaining their
own identity and mission. The Affiliate ultimately determines how they desire the relationship to be communicated to the public and/or
press.

Q. Are Mergers, Acquisitions OR Affiliations (MAA) a business strategy, approach, or something else?

A. that supports an overall Corporate strategy with an objective of creating a Market Leader in the industry with
sufficient size & voice to have a substantial impact on the consumers served & the community at large as well as wealth creation; MAA is
generally considered one tactic by which these objectives can be achieved BUT in the nonprofit MAA process this is the exception to the rule
in that it can also be a strategy because nonprofit MAA routinely results in substantial and instantaneous market standing, breadth of
consumer impacts & wealth creation by the target & the sole member & essentially the deal itself, not the aftermath of the deal, create all
of these in nonprofit MAA.



Q. Realizing that the Affiliate would continue to exist as a corporation, can you outline what the role of the Affiliate board would be once
the affiliation was finalized?

A. the Affiliate board would remain intact as it is today and continue to meet at the frequency it
chooses and continue the committees it has established or others it wished to create; once we satisfy the minimally required Reserved Powers
in accordance with the bylaws, corporate law and other considerations — all the other matters are decided by the Affiliate Board. Inperium
offers synergy opportunities to allow the affiliate the ability to continue its governance, operations and further its mission without undue
interference from Inperium.

Q. Will key OPERATIONAL decisions rest with the Affiliate Board?

A. decisions are dependent upon what the Affiliate Board is comfortable with as it relates to the specific concerns and how
the Board chooses to align with the reserved powers. Aside from the required reserved powers, it is up to the Executive (CEO) and Board of the
Affiliate to determine what decisions they want to retain control over, for how long, and under what arrangements working in agreement with
Inperium.

Q. What are some examples of typical decisions reserved for the Inperium Board?

A. the Inperium Board, consisting of Directors from the Affiliate(s) Board, can cause
the removal of a Director for failure to adhere to the bylaws & make other assignment of members/terms, amendments to the bylaws and
commitment of long term debt, are a few of the examples of the basis decisions that “can” occur at the Inperium Board level, these areas are
all prescribed on the definitive agreement and bylaws.



Q. If an Affiliate is losing money, but represented a service considered key to the Affiliate’s mission, how would the decision/process of
whether or not to continue the service be reached in the new structure?

A. all Boards have a legal fiduciary responsibility to take action in these instances, an affiliation with
Inperium does not change the process about considering discontinuance of a service or program by the Affiliate except in grave financial
circumstances where inaction at the local level would breach fiduciary duty.

Q. Can you describe what issues of culture merger or conflict you’ve experienced between agencies in your organization to date and how
you have handled these issues?

A. we have had positive experiences with the prior affiliations under our Constellation;
the culture of the Affiliate remains their culture, the systems and services behind the scenes will change but, the overall process is very
discrete to most all involved unless otherwise elected by the Executive to be more visible based on the Affiliates individualized desires.

Q. How will the affiliation benefit our employees?

A. you will have a better and more effective workforce as there will be improved morale and the
opportunity to pay staff higher wages 6-12 months post affiliation; offers advancement for staff through Inperium and allows for senior
leadership to move into a role with Inperium while moving staff at the Affiliate into a higher role.
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Commonly Askead
Questions

& the Answers
Pennsylvania (PA) Member Registration



Q. Does affiliating with a PA Parent, rather than a parent registered in my state, increase any of the regulatory or tax filings we must
make?

Except that in some states you might be required to make a filing that discloses the affiliation & you
will continue to make the same governmental filings that you are currently making.

Q. If we affiliate with a PA Parent will we be required to comply with PA’s audit, fundraising, or conflict of interest requirements in
addition to those in our state?

For fundraising in your own state, you will not be required to comply with any of Pennsylvania’s audit, fundraising, or conflict of
interest rules. You will need to continue to comply with all applicable requirements of your state.

Q. Does affiliating with a PA parent offer any advantages that we will not obtain by affiliating with a Parent in our state?
You will have access to the programs, services, and talents of other affiliates in PA & you may have access to grants & fundraising
sources in PA to which you will not have access if you affiliate with a non-Pennsylvania Parent.

Q. Will the PA Attorney General need to review and approve the affiliation even though we are not located in Pennsylvania?

The PA Attorney General is only responsible for the charitable assets of not for profit entities registered in PA. The Attorney General
or other governmental agency of your state may need to review & approve the affiliation regardless of the state in which the Parent is
registered.

Q. Do we lose anything by not affiliating with a Parent registered in our own state?
There is no difference relating to governance, revenue sources, or regulatory requirements. Aside from the advantages shared above
you will not be affected by the state in which your Parent is registered.



