FERNWOOD NRG ACQUIRES
THE FERNWOOD YOGA DEN:
A CASE STUDY
INTRODUCTION

The Fernwood Yoga Den's vision "is to create a space, a Sangha
(Community) where all individuals are warmly welcomed – a place where
everyone is included and we can share in the transformational practice of
yoga together."
About the Seller: The Fernwood Yoga Den was founded by a woman
with a background in social work and nonprofit management. She is
passionate about yoga and wanted to merge some of the business
aspects of the work with social causes, such as yoga for individuals who
have experienced trauma or who struggle with other mental health
issues.
About the Buyer: "Fernwood NRG is a social enterprising non-profit
organization run by and for the residents of Fernwood, a neighbourhood
in Victoria, BC." Fernwood NRG provides childcare programs, recreational
activities, affordable housing, and community gathering spaces for the
residents of Ferwood.

KEY
CONSIDERATIONS
FOR FERNWOOD
NRG:
Will operating the
business deepen our
relationship with the
neighbourhood?
Are the business
activities aligned with
our values?
Is the business
relatively low
complexity?
Does the business have
relatively low start-up
costs?

STORY OF THE ACQUISITION
Prior to acquiring the Yoga Den, Fernwood NRG already had experience
with business acquisitions. They acquired a hair salon, called Studio 1313
Hair Design, a few years earlier in a rescue situation.
Then, in 2015, after 5 years of running her business, the owner of Yoga Den
was looking to expand into a larger studio. She heard that Fernwood NRG
was starting construction on a new building, and she was interested in
leasing a space when it was completed.
Unfortunately, after looking into the financials, she realized that the cost
of renting in a brand new building was not feasible for the business.
When she told Fernwood NRG's Executive Director that she wouldn't be
able to rent the space on her own, he proposed a solution. Given his
previous experience with acquisitions, he saw an opportunity to create a
win-win situation for the business owner, the neighbourhood, and
Fernwood NRG.
The ED consulted his board and then offered to purchase the Yoga Den
and move it into the new space while keeping the previous owner on to
manage the business. The Yoga Den owner was interested in the idea.
The two of them ended up discussing the deal for about 3 years because
the construction of the building took much longer than expected.
Fernwood NRG acquired the Yoga Den and moved it over to the new,
bigger, brighter space in the Fall of 2018. It has been operating there ever
since.

Does the business have
relatively low ongoing
capital costs?
Does the business have
relatively high
operating margins
(10+%)?
Can the business
operate in a space we
own and control?

MOTIVATION BEHIND THE ACQUISITION
From the Seller's Perspective:
Allowing the business to grow by moving into a new, bigger space without taking on the risk of paying more
in rent.
Gaining access to a nonprofit partner that would allow the business to run more social programming.
Securing a management contract that would guarantee the seller income from the beginning and allow her
to run the programming while Fernwood NRG took over many of the backend tasks.
The opportunity to de-risk the business, which has proven to be very valuable during the COVID-19 pandemic.
From the Buyer's Perspective:
Securing a solid anchor tenant for the new space.
Creating an additional revenue stream that the company could use to fund the charity's community
programming.
Increasing the Yoga Den’s positive social and environmental impacts.

PREPARATION PROCESS
1. Fernwood NRG's Executive Director and the
previous owner had a number of casual
conversations over the years about the
possibility of an acquisition while Fernwood NRG
was constructing the new building.
2. As the building got closer to completion, the
previous owner prepared her books and shared
them with Fernwood NRG's ED.
3. The ED and previous owner drew up a business
plan for the expansion and growth of the Yoga
Den, which included:
the key considerations listed on page 1 of this
case study,
a business overview,
the offering,
pricing information,
a competitive analysis,
a market analysis,
a marketing plan,
an operations plan,
a financial plan (based on past revenue and
financial modeling),
a management and governance plan,
a critical risks analysis,
and a description of key personnel.
4. Fernwood NRG hired a lawyer to draw up a
management contract for the previous owner
and documentation for the business purchase
transaction.
5. Fernwood NRG finished constructing the
building and outfitted the space, so it could be
used as a yoga studio.
6. The previous owner dissolved her former
company and sold the assets of the business to
Fernwood NRG.
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DEAL STRUCTURE
The deal was structured as an asset
purchase, which means that when
the previous owner dissolved her
company, Fernwood NRG's
company bought the inventory and
chattels of the business rather than
shares in the business.
Fernwood NRG is a charity and is
the sole shareholder in a subsidiary
company, which they used to
acquire and hold the business.
Fernwood NRG now has full
ownership of the business.
The previous owner signed a 2 year
management contract, which has
since been renewed, that requires
her to continue running all the
activity in the space.

FINANCING

Cost of acquisition:
$30,000 to purchase the business
assets.
Less than $10,000 for legal work.
$300,000+ to renovate, outfit, and
move into the new studio,
The acquisition was self-financed.

KEY TAKEAWAYS
CHALLENGES
For the seller:
It was challenging for the seller to adjust to going from being an owner, who could make executive
decisions with no oversight, to an employee, who had to seek approval from the new owners on key
decisions.
For the buyer:
The startup costs associated with outfitting the space were more than double the initial estimates
due to construction cost escalations.
At first, it was difficult for the Executive Director, who championed the acquisition, to demonstrate
to the Fernwood NRG staff and board members that the acquisition was a good opportunity for the
organization as a whole.

For both parties:

The timeline was significantly longer than expected.
Cost pressures from fitting out the space affected the budget available to invest in growing the
business.
It was challenging to integrate the operations of the newly acquired business into the
operations of the organization as a whole.
The loss of a key staff member in the underlying charity at the time of the move to the new
space caused the ED to lose focus on the yoga business, meaning that more work fell to the
previous owner.

LESSONED LEARNED AND ADVICE
By drafting a solid business plan, Fernwood NRG's ED was able to convince the board of the
company of the merit of the acquisition.
The scalability of the business is key to a successful acquisition. The economics of yoga work in a way
that the expenses do not scale linearly with revenue. The labour costs are similar regardless of
whether there are 15 or 35 people in a class. Fernwood NRG was able to scale the business in this way
when it moved into the new space.
Keeping the previous owner on with a management contract ensures that the goodwill and sectorspecific knowledge that is attached to the owner stay with the business as it transitions ownership.
For the seller, understanding the management structure and capabilities of the nonprofit to
support the business is key.
Both parties should have clarity on support staff and workload management and meet regularly
to discuss problems and issues.
The charity owning the building made the acquisition significantly less risky for Fernwood NRG's
company because it allowed them to sign a lease with their parent organization, rather than an
outside owner.
Prior to an acquisition, both organizations must spend time examining whether they have the
capacity to take on the additional work, considering all the "what ifs" and planning for them.
The seller should seek clarity on the role of the non-profit in day to day management of the
business and funds that will be allocated for growth (advertising, expenses, etc.).
It is important that both parties spend time researching the other in order to ensure that both
organizations are healthy and to decide whether the staff culture is a good fit.
Both parties should seek outside advice from lawyers, accountants, business advisors, etc.
All verbal promises made in the negotiation stage should be put in writing in the contract.

OUTCOMES

FINANCIAL
RESULTS

FINANCIAL
In the first January that Fernwood
NRG owned The Yoga Den, the
RESULTS

SOCIAL AND
ENVIRONMENTAL
IMPACTS

revenues more than doubled their

The business was already operated in

previous best-ever January.

a manner that positively impacted

The business has been impacted by

the community prior to the

COVID-19, but it is still operating. The

acquisition. The founder was a social

team is motivated to continue serving

worker and trauma counselor before

the community in whatever way they

she opened the Yoga Den, so she ran,

can during this time. The Yoga Den is

and continues to run, a lot of social

significantly more resilient in the face

programming at the yoga studio.

of a financial crisis as part of a larger

The Yoga Den operates as sustainably

organization than it would've been as

as possible from an environmental

a sole proprietorship.

perspective.
Fernwood NRG raised the
compensation for instructors when
they acquired the business.
After the acquisition, the Yoga Den
was able to host more community
fundraisers, especially during COVID,
with the renewed interest in social
justice issues.
Under the new ownership, all profits
earned by the Yoga Den go back into
the community through Fernwood
NRG programming.
Photo by Fernwood NRG

