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Lessons From a Sunsetting Fund

Planning to close our doors in December—thoughtfully, and with consid-
eration for our partners and coworkers—has meant breaking new ground.

<% BY CATHERINE BROZOWSKI & TOM BLABEY

alking into the conference

room in fall 2013 to inform
all of our colleagues that they
were going to lose their jobs is
amomentwewillneverforget.
We had worked for weeks on what we were
going to say. Lives were about to change, and
we knew the reaction would be heavy. Co-
workers arrived unsure and curious. We had
never before had a mandatory staff meeting
that demanded that coworkers cancel other
meetings and rearrange vacations to attend.

There was the normal buzz in the room
as people settled in. But when our board
chair arrived, you could see interest levels
intensify. She began her comments by say-
ingthat we were entering bittersweet times.
Scanning the room, we could see people’s
faces change as they internalized the an-
nouncement. Our entire team formally
learned that day what some of ushad known
for years: that we had mapped out the time-
line for when The Orfalea Fund would com-
plete its programmatic work.

There was never aquestion about wheth-
er we would “sunset,” so that part was not a
surprise. Our founders had made it clear
from the fund’sinception thatitwould havea
limitedlife, but the details of the timelinehad
notbeen established. It would not have been
advantageous to do so; our founders imbued
the organization with a certain style ofentre-
preneurial opportunism. We were free to re-
define ourselves and our grantmaking strat-
egyaswewentalong; our cultureencouraged
the flexible approach we needed for striving
to achieve our goals while helping to build
leadership in our partner organizations. Had
we established an end date at our inception,
we would not have allowed ourselves that
flexibility. So the premise of sunsetting had
always been there, but the nuances of when
or howwent unaddressed until now.

CATHERINE BROZOWSKI is vice president and ToM BLABEY is
operations director at the Orfalea Foundation.
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A JOURNEY WITHOUT A GUIDE

When a small group of us at the senior man-
agement level of the fund started down the
final path toward closing, we were surprised
athowlittleinformation aboutphilanthrop-
ic wind-downs was available. A few founda-
tions have been deliberate about sharing
their strategies, including the Beldon Fund,
Markey Charitable Trust, Atlantic Philan-
thropies,and AVI Chai,buttheresourceswe
found, while helpful, were specific to their
circumstances and insufficient to guide us
on our unique journey. There are hundreds
of books on exit strategies available to for-
profit enterprises. But in the social sector,
no clear set of guidelines exists.

Partnerships played a key role in our
founders’ business—Kinko’s, the business
services chain—and that approach deeply
influenced the fund’s philosophy toward
philanthropy, seeking opportunities for
collaboration and concentrated initiatives.
But therein lurked an ironic complication
for the sunset process: We had worked so
diligently to foster strong and enduring
relationships; how would we extricate our-
selves from those connections with loyal
coworkers, community nonprofits, govern-
ment agencies, and other grantmakers? At
theearliest stages of sunset planning, the di-
rective from the foundersand theboard was
clear: Doit withintegrity, do it mindfully, do
itefficiently,and doitstrategically so thatall
partiesend up strongerin the end. Ourwork
in sunsetting had begun.

To that end we devoted intense plan-
ning and preparation. Our work continues
to evolve, but we have learned valuable les-
sons, and our sense is that sharing what we
have experienced and learned (missteps
and all) may be of value to other organiza-
tions with similar wind-down goals.

To make it all easier to digest, we have
broken up our experience into six areas,
each of which needs intense effort (and

each of which has come with a steep learn-
ing curve). Here they are:
mAligning the fund’s finances
m Strategizing about internal and exter-
nal communication
m Paying attention to personnel logistics
m Engaging coworkers in the transition
process
m Purposefully changing the fund’s
culture
m Ensuring our partners’ and projects’
continuity

ALIGNING THE FUND’S FINANCES

Four years before announcing our sunset to
our colleagues in that conference room, we
began midterm financial mapping, projecting
various spending scenarios. We approached
our donors and our board, offering three op-
tions for defining our fund’s trajectory: a
desirable timeline, a curtailed timeline, or
a strategic timeline. The desirable timeline
was shorter than the planned duration of a
number of our initiatives, but would allow us
to spend at aggressive rates for five years. The
curtailed timeline—a nine-year plan—was
more conservative regarding assets. It would
allow more time for the work, but would call
for some compromises about what could be
accomplished in scope and scale.

The strategic timeline scenario pro-
posed ablend of the desirable and curtailed
timeline concepts, usingdifferent strategies
for different programmatic aspects of our
work. It allowed inconsistencies to exist in
our granting philosophy, prioritizing select
initiatives over others. Thismethod allowed
for six additional years of funding. With do-
nor input, the board approved the strategic
timeline approachin 2009, and we believe it
has served us well.

Importantly, intensive financial plan-
ning from that moment on has proven cru-
cial to the process. We immediately linked
our deadline to our balance sheet, which



prompted a new degree of accuracy and ur-

gencyregarding cash flow. We deployed new
cash-based financial tools to ensure that our
calculations were precise. We aimed to proj-
ect and track our total resources against all
known or budgeted liabilities. Initially, we
recalculated our assets semiannually, then
quarterly, and now, in the home stretch, we
review available assets on amonthly basis.
Three and a half years ago, we revised
our investment strategy to transition com-
pletely out of stocks and into more predict-
able and conservative fixed-income bonds.
Abouttwo and ahalfyears ago, webeganlig-
uidating our real estate holdings, which en-
abled us to structure transfers of our prop-
erties to long-standing nonprofit partners,
while also simplifying our list of assets.
Managing reserves has proven equally
important. Although the work of our final 18
months was planned carefully, we knew to
anticipate the unexpected and therefore we
established a $500,000 reserve fund to cov-
er any surprise expenses that might arise in
the final months of the organization. If that
money is not needed for expenses, it will be
rolled into adonor-advised fund that canbe
used to sustain select aspects of our work.

STRATEGIZING ABOUT INTERNAL
AND EXTERNAL COMMUNICATION

As our board prioritized a proactive commu-
nication strategy, ourfirstvital decision,asthe
fund’sleadership team,waswhentoannounce
the sunset timeline and its implications. We
deliberated long and hard about this. Our
board anticipated that the announcement
might divert the team and our partners from
our core work. They feared that coworkers
might abandon the organization. They wor-
ried about the bond with our partners. They
wereright. Everything changes when asunset
planbecomes public. Everything.

‘We knew that our work could not be com-
pleted in our now-limited time frame unless
our entire team was involved in the conversa-
tion and could strategize together. So again
we took arisk: we chose to share our timeline
for completion 27 months before the close
of the office. The planning phase leading up
to that mandatory meeting was a time of in-
tense learning. All summer, the office vibe was
askew. Different coworkers knew different
amounts of information. Managers partici-
pated in key conversations relevant to their
initiatives. Yet in most cases, the full context
could notbe shared.

That meeting launched the process of
rebalancingthe organization and redefining
whowewere. Representing the culmination
of months of preparation, we have to admit
that it was a relief for some of us. But it was
aday of shock for many others. Termination
is uncomfortable, no matter the circum-
stances, so program directors and executive
team members tried to deliver the news as
thoughtfully and supportively as possible,
conveying what the sunset meant, reiterat-
ing the founders’ and board’s original goals
and intents, and articulating the high-level
strategy for the completion of our work.

Immediately following the group ses-
sion, members of the management team
met individually with each coworker, rein-
forcing the primary messages and putting
additional personal details on the table,
such as a staff member’s projected termina-
tion date and severance package details.

Nonetheless, it soon became apparent
that maintaining a unified, consistent mes-
sage from all managers in an environment
and time of constant change and charged
emotion would be almost impossible. We
learned early on to continually reiterate
facts and confirm that all coworkers had
heard the same information. We provided
scripted responses to frequently asked
questions and anticipated queries.

We used regular team meetings as op-
portunities to reiterate, clarify, and add to the
common pool of knowledge. Though we rec-
ognize that we have been wrong on many vari-
ables along the way and strategies continue to
evolve tothisday, after thatinitial meeting, we
shared what we knew when we knew it, and
corrected or clarified in real time to sustain
the culture of transparency we value and to
keep our board, our management team, and
therest of our colleagues on the same page.

Immediately following our internal an-
nouncement, we launched an external com-
munication campaign. Given Santa Barbara’s
small-town natureand intertwined networks,
there were manyindividuals in the communi-
tywith personal knowledge of the fund, itsdo-
nors, and its coworkers. Before the public an-
nouncement,wereceived inquiriesfromafew
savvypartnerswhohaddeduced thatachange
was on the horizon, and so we realized that we
had to act faster with a public announcement
thanwe had planned.

We considered holding a press confer-
ence, but we struggled with whether our
sunset was truly newsworthy, particularly
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since we were simply executing our original
plan. Ultimately, we nixed the idea. Instead,
we called or met personally with our closest
partners, and then followed up with written
communication to reinforce the message. We
provided detailed speaking points for them to
use in conversation with their boards, their
staff, and others within their close networks.

Despite our best efforts, ever since the
initial communications blitz, explaining
the sunset timeline and its various ramifi-
cations has required constant reiteration in
our community interactions.

PAYING ATTENTION TO PERSONNEL
LOGISTICS

Careful and intentional management of per-
sonnel matters, such as exit dates, retention
incentives, benefits, and contingency plans,
has been a vital component to our organiza-
tion’s sunset. To begin, we established clear
employmentend dates (based on the require-
ments of each person’s work or role in the or-
ganization) and committed to notifying each
staff member at least six months in advance if
his orher termination date changed. In keep-
ing with our values, we prioritized continu-
ing comprehensive health care coverage in
order to care for coworkers and their fami-
lies holistically during a time of change.

Tokeep our staff members on until their
end dates, we crafted retention incentives
based on a set formula tied to specific end
dates. As of mid-2015, 70 percent of our
team hasremained until planned exit dates.

To help mitigate the risk of premature
departures, we also developed back-up
strategies for each coworker. We considered
engaging consultants to fill in critical gaps
so the organization would have sufficient
capacity to achieve our programmatic and
operational goals prior to the sunset, but we
have not needed to do that so far.

One great irony of trying to retain staff
members is our knowledge that in order to
sustain the fund’s work in the community
beyond the sunset, we need to support our
coworkers, simultaneously, in identifying
and pursuing new job opportunities. Doing
this is a way to expand our reach in the sec-
tor beyond the life of the fund and leverage
our significant investments in our people
for continued community benefit. To that
end, we engaged an outside HR professional
to offer a résumé primer; we offer peer and
management résumé review; and we accom-
modate coworkers’ time out of the office for
networking, job interviews, professional de-
velopment, and consulting opportunities.

Interestingly, our staff members request-
ed open conversation around issues of job
searches and end dates, and help moving on
to future employment. Although somewhat
unconventional, speaking candidly among
coworkers about career explorations and
job pursuits aligned with our culture. Yet de-
spite our best intentions, the goal of balanc-
ing openness with privacy has been harder
to maintain than we had hoped. At best, we
have awkward conversations on the topic;
atworst, loyalties have been questioned. Ad-
ditionally, many coworkers find that they
could be competing for the same jobs in the
community, so a conflict of interest exists in
sharing leads, forwarding referrals, and oth-
erwise helping one anotherin the job search.

ENGAGING COWORKERS IN THE
TRANSITION PROCESS

Financial incentives may encourage reten-
tion, but maintaining staff engagement is a
separate challenge. Despite months of plan-
ning and attempting to foresee all possible
twists in the road, we remain open to new
suggestions and input from our team.
Perhaps the most productive and valu-

able outcome of their input has been the cre-
ation of a transition task force charged with
identifying coworker needs and gauging mo-
rale. Recruited internally and representing
all facets of the fund, the task force has en-
gaged with coworkers on aregularbasis.

We anticipated that morale would natu-
rally dip occasionally, but the task force has
been instrumental in illuminating some of
the causes of lowered morale. Most notably,
those causes have centered on changes in
our organizational culture and in individual
expectations ofwhatworkshouldnowentail.

First, the most common disappointment
and demoralizing factor has been a sense of
loss and frustration among coworkers who no
longer feel the spark of working at a progres-
sive, always forward-thinking organization.
The fund is no longer engaging in innovation
and structuring new powerful partnerships;
instead we are wrapping up that work and
shutting down operations. Our team mem-
bers have been frustrated that they cannot
support our partners financially and pro-
grammatically as we have done over the years.

Second, coworker exits have caused
anxiety when workloads have shifted. Inre-
sponse, we eliminated most coworker-spe-
cific goals in favor of team or departmental
goals so that everyone on a team would feel
more aligned in working toward universal
accomplishments.

Finally, the task force (not surprisingly)
identified a need for stress management
across the organization. Ultimately, members
of the task force have focused on workplace
wellness tactics to address that challenge.

PURPOSEFULLY CHANGING THE
CULTURE

Our Pillars of Strategic Partnerships pro-
mote maximizing stakeholder empower-
ment, including the empowerment of our
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coworkers: our internal partners. (See “The
Pillars of Partnership” on page 5.) Yet in the
months leading up to the sunset announce-
ment, most of our coworkers felt a keen loss
of empowerment. Management meetings
behind closed doors and whispered conver-
sationsin the hallsintimated that something
secret was going on. We dashed to get docu-
ments off the printer and abruptly stopped
or altered conversations midstream when
someone popped her head into the room
with a quick inquiry. These were some of the
first signs that our culture was changing, and
the discomfort was palpable. In hindsight,
this drama could have been avoided.

The sunset triggered an entirely different
wayofworking. Andso,inordertobetterman-
age alot of work in a limited time frame with
little margin for error, we introduced new
managementtools. Historically,wehad avoid-
ed static strategic plans because our cofound-
ersare suchvibrantentrepreneurial visionar-
ies, and experience had informed us that any
documented plan would be outdated before
it could be printed. But the sunset required
a tightly defined strategy because changes in
direction or focus could prevent us from com-
pleting our remaining work. We now employ
highly detailed planning processes, with intri-
catereporting mechanisms. We have changed
our culture to fit the times, committing to the
diligent documentation of goals, progress to-
ward those goals, and potential obstacles to
reaching those goals—in great detail. It is an
unfamiliar way of working, but the structure
has allowed time to deliberate on our strategy,
allocate our diminishing resources carefully,
and map anticipated challenges tobetterfore-
castworkflow and realisticaccomplishments.

Perhaps the most difficult shift in our
culture has been accepting and embracing
theimperative to “let go” and let others step
into leadership roles. Traditionally, we kept
our antennas up and explored every rel-
evant opportunity for potential collabora-
tion, partnership development, or ongoing
learning or sharing. Shifting to sunset mode
compelled us to focus solely on the work at
hand, completingwhat we started asbest we
could within the time frame, and sustaining
the work after we are gone.

In away, this is aliberating mandate. We
no longer feel obliged to be constantly look-
ing out for new opportunities. Instead, we
have gradually turned inward, focused on
our closest and most critical partners, and
directed our attention to the three priorities

established by our board for the final phase
of sunsetting: Evaluation; A Legacy of Learn-
ing; and Sustaining the Work. We have never
beensofocused. Ourvision hasneverbeenso
clear. The hardest part is loosening our grip
and letting our trusted partners take on the
work and pursue their own vision.

ENSURING OUR PARTNERS’ AND
PROJECTS’ CONTINUITY

After we told our partners about our sunset
plan, we explored next steps with each one
on an individual basis. We wanted all of our
grantees to remain strong leaders in their
scope of work and be successful finding
other funders to support their efforts. Thus,
we sought to support each organization
going into their next chapter. We looked at
each grant individually, and discussed what
aspects of the work needed to be sustained,
and which would require financial and pro-
grammatic help to thrive.

In many cases, we made challenge grants
to help organizations identify new funding
sources. Additionally, we offered multiyear
awards (sometimes in gradually decreasing
amounts) to provide grantees with afewyears
of stability, allowing them time to develop re-
lationships with other prospective donors.

We helped organizations identify other
funding sources, both individual donors
and other foundations, via personal intro-
ductions and large “friend-raiser” events,
simultaneously using our voice to advocate
for the value of the specific programs and
the merit of funding them. Beyond fund-
ing, we formed oversight councils to help
carry the burden of accountability and have
worked tirelessly toward cultural shifts in
school communities through student, fac-
ulty, staff, and parent engagement.

We found that determining the value of
archived documentation, correspondence,
and records, while mandatory for financial
and audit purposes, required some exis-
tential and technical self-assessment. We
asked: Who will want or need to access our
history? Where should it be saved? What
format (digital or hard copy) will be most
helpful? Why save it at all? Our plan is to
have our website serve as a primary refer-
ence for external inquiries so that other
individuals and organizations can replicate
the work of the fund, or tailor our successes
in early childhood education, school food
reform, and disaster readiness to fit their
own communities and organizations.

WHAT’S IN ANAME?

One of the earliest challenges we faced in
managing the fund’s sunset was what to call
it. While notas significant aproblem asend-
ing community partnerships respectfully
and productively, or managing finances,
or communicating with employees, it has
been avexing issue. What’s in aname? If we
were going to extricate ourselves from part-
nerships we had spent more than a decade
developing, we needed clear and consistent
language to sum up what we were doing.

As the strategic vision for the shutdown
shifted, so did our thoughts on thatlanguage:
Would the workbe taken up by another foun-
dation (“conversion”)? Would it be better to
use aliteral description for the financial real-
ities (“spend down” or “spend out”)? Would
“retirement” be accurate (for the organiza-
tion maybe, but what about for our people)?

We had found several examples of or-
ganizations that initiated a “spend down,”
so early on, we adopted this terminology to
describe theliteral exhaustion of our assets.
Internally, this term was used interchange-
ably with “spend out” but in the end, nei-
ther phrase really captured the essence of
what we are doing. We let those terms fade,
and for a while gave “retirement” a little air
time. But that did not seem to fit the bill ei-
ther, and ultimately, we settled on “sunset,”
which seems to capture both the finality
and the sentimentality of what is occurring.
If nothing else, this subtly shifting nomen-
clature has been symbolic of the constant
evolution of the process itself.

Eventually settling on the graphically
emotional image of a sunset, we realize now
that in so many ways, the fund we knew ac-
tually experienced “sunset” two years ago—
when we announced our end date and the
work of winding down began. That’s when
our culture changed. That’s when our work
changed. That’s when our tools and style
changed. That’s when our vision and strat-
egy changed.

Publicly and officially, we are shutting
our doors on December 31, 2015, but for all
intents and purposes, the sun began set-
ting on the fund in the spring of 2013, and
we have been in a steadily evolving twilight
since then. Our hope, however, is that even
when our twilight fades later this year, if we
have done ourjobwell, the sunwill continue
to shine brightly on the work being carried
forward by our partners for many long days
tocome. @
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