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Introduction

In recent years there has been a lot in the news pertaining to mergers and 

acquisitions of financial institutions. Mergers and acquisitions of today aren’t 

always because of distress or the inability of a financial institution to stand 

on its own two feet. In fact, many institutions are merging with one another 

in order to become a major player in the market, whereas others enter into 

an acquisition for the greater good of the company. Regardless of the reason 

behind a merger or an acquisition, there is no question that it will have an 

impact on a given institution’s internal processes.

Before we get started it is important to note that both mergers and 

acquisitions are highly regulated by the federal government, meaning that 

there isn’t a lot of leeway as to how the transaction occurs. In the event this 

is a strategic move on the part of one or both institutions, there will be a few 

important considerations. 
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The purpose of this ebook is to look at what kind of an impact a merger 

or acquisition will have on some of the most important internal 

processes of a bank or credit union, such as tax monitoring and escrow 

processing. We will also look at what challenges may arise during this 

type of situation and how an outside vendor may be able to help ease 

the transition.
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How Does an Acquisition Impact  
the Internal Processes of an Institution?

As briefly mentioned above, how big of an impact a merger or acquisition has 

on a financial institution will depend on the type of acquisition. 

For example, what is the reason behind the acquisition or merger? Is it due to 

distress or in order to merge two strong institutions to become even stronger? 

Once the ‘why’ is answered, the rest is much easier to determine. While each 

particular situation will likely differ from the next, there are still a handful of 

commonalities that we can look at when it comes to the internal processes of 

an institution after a merger or acquisition. The following are examples of how 

an institution’s innerworkings may be affected in the event this happens:

• Changes or temporary disruption to operational tasks and flow

• Increased revenue for the acquiring institution

• An institution may have to take on a whole new portfolio or business

• An institution may have to start all over again with a new customer

 

These are just a few examples of what a bank or credit union may experience 

during a merger or acquisition, though of course it will vary with each 

transaction. Now that we have looked at a few of the most common ways an 

institution’s internal protocols may be affected, let’s go over how this 

specifically impacts escrow processing and tax monitoring. 
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HOW AN ACQUISITION MAY DISRUPT  

TAX MONITORING AND ESCROW PROCESSING

Real estate tax monitoring is an essential process for banks and credit unions, 

so much so that many institutions outsource to a trusted vendor. What happens 

in the event of a merger or acquisition? Again, a handful of different factors will 

need to be looked at in order to better understand this particular scenario, 

including the following:

• The bank or credit union may need to train their staff on new or updated 

processes 

• Both client services and operational services will be impacted

• The acquiring institution may need to look for new solutions to manage more 

complex processes or meet the demands of their customers

As you can see, there is a lot to consider when looking at how tax monitoring 

and escrow processing, specifically, may be affected by a merger or acquisition. 

Because there are a lot of unknowns, the expertise and assistance of a third-

party vendor for these services may be more helpful than ever.

If a bank or credit union already uses a third-party vendor for services such as 

tax monitoring and escrow processing, this vendor may prove to be extremely 

helpful during an acquisition or merger. Let’s say, for example, an institution 

that uses a vendor for tax monitoring is acquiring another institution. In this 

scenario, the vendor could be extremely helpful in training new staff members 

and ensuring client services do not suffer. In the same scenario, the institution 

that is being acquired or merging with the other may be presented with new 

solutions that they had not been aware of previously, which could add more 

value and may even help the institution that is being acquired have an easier 

time transitioning.  

How Does an Acquisition Impact the Internal Processes of an Institution?
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What Challenges Can Arise  
During a Merger or Acquisition?

Both mergers and acquisitions undoubtedly pose  
many challenges, on both sides. 

From having to get to know a whole new customer base to finding new 

solutions for daily tasks and services, acquiring or being acquired by another 

institution is no walk in the park. Whether you are the one doing the acquiring 

or being taken over by another institution, chances are things are going to 

change. Some of the most common challenges that we see arise include 

troubled assets surfacing and property tax issues
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UNCOVERING TROUBLED ASSETS

In the event of a merger or acquisition, often troubled assets are discovered. 

Whether covered up intentionally or just because of poor practices, it is quite 

common for troubled or mismatched assets to surface after the transaction has 

occurred. Often, it is a third-party vendor of the acquiring bank or credit union 

that makes the discovery. This happens for several reasons, including the 

following:

• The institution that is being acquired did not have strong practices in place 

for loan applications, tax monitoring, escrow processing, etc.

• The vendor utilizes a report system that is far more accurate

• When an outside vendor is brought in following a merger or acquisition, they 

provide a fresh set of eyes and may be able to pinpoint problem areas and 

offer solutions 

One of the most common challenge areas institutions see after a merger or 

acquisition are property taxes. Property taxes seem to pose a big challenge for 

many banks and credit unions, especially when they chose to monitor the taxes 

on their own, without the expertise of an outside vendor. When an institution is 

acquired or merged with another, chances are a lot of file cleanup will take 

place. This creates a lot of work for the acquiring institution, to ensure all taxes 

are up to date and avoid compliance issues.

What Challenges Can Arise During a Merger or Acquisition?
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The Benefits of Having an Outside Vendor 
During This Process

We touched on this briefly in the last chapter, but the benefits of having an 

outside vendor by your side during a merger or acquisition are worth going into 

more detail. Not only will a vendor that provides tax monitoring, escrow 

processing, and other services help uncover any problem areas and troubled 

assets, but they will also help validate each institution’s portfolio. With the 

assistance of a knowledgeable third-party vendor, both institutions’ portfolios 

will be gone through, analyzed, and cleaned. This is a huge service, as it 

protects both institutions from audit problems and also goes a long way in 

regards to client relations. 

While mergers and acquisitions are highly regulated, leaving little to no room 

for error, there are still a lot of considerations and issues that can arise during 

this process. In order to help make the transition a smooth one for everyone 

involved, a third-party lender services provider may be extremely useful.
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Here are some of the ways an outside vendor may help 
during a merger or acquisition.

Save Time 
As mentioned earlier, an outside vendor may be able to train new staff 

members in the event of a merger or acquisition, which will save you a lot of 

time internally. It is safe to say that a merger or acquisition will be extremely 

time consuming in many different ways, which is why it is important to do 

everything you can to make the transition as efficient as possible. With the 

assistance of a third-party vendor, you will have one less task on your plate - 

training and onboarding.

Cost Savings 
By outsourcing certain services - such as tax monitoring and escrow processing 

- to an outside vendor, you will be able to allocate other duties internally, which 

will save you money in the long run. This is especially true in larger institutions, 

as there may be numerous additional considerations that will require both 

manpower and money. 

Help Comply with Audit Regulations 
Because mergers and acquisitions are so highly regulated, it will pay to have  

a vendor that knows what needs to be done and can assist with the merging  

of loan files and portfolios. As any lender knows, being audited is no joke and 

having a knowledgeable outside party to help ensure you are in compliance is  

a huge help during such a big transition. 

The Benefits of Having an Outside Vendor During This Process
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Conclusion

Whether you are doing the acquiring or being acquired, it is of the utmost 

importance that you understand how your internal processes will be affected 

by this transition. Mergers and acquisitions happen for many different 

reasons and to financial institutions of all different sizes. In order to ensure 

both you and your employees are prepared for what is to come, it is 

recommended that you take a step back and assess what your greatest 

needs are and how an outside vendor may be able to help.

When it comes to certain services like tax monitoring 
and escrow process, the assistance of a third-party 
vendor could prove to be invaluable. 
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