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Controversy continues at the Global Association of Risk Professionals

11 January -Despite a verbal agreement reached in October with concerned members of the Global Association of Risk Professionals (Garp), the organisation’s founders and current owners Marc Lore and Lev Borodovsky have not yet come to final terms on the restructuring of Garp as a member-owned not-for-profit organisation, according to David Koenig, US Midwest regional director for Garp, who has been involved in the negotiations. Neither Borodovsky nor Lore returned calls requesting comment.

“People just need to know it's still for-profit,” said Koenig, who is head of market risk management at US Bancorp Piper Jaffray in Minneapolis, Minnesota. Koenig said Borodovsky and Lore have wavered on several important points in their October agreement, and have added several new conditions. The key obstacle now, according to Koenig, is Borodovsky and Lore’s new requirement that any new owners assume all of Garp’s current liabilities. 

“We think we have a good sense for what their financial liabilities are, but it's more the legal liabilities that we don't want to take on,” Koenig said. He added that he is chiefly concerned with the prospect of legal suits arising from any legal mistakes there might be in the merger of Garp’s for-profit conference division with Garp sometime after 1999.

The push to remove Borodovsky and Lore and restructure Garp as a not-for-profit organisation began in late June last year, when an anonymous document alleging improprieties by the two men was circulated by mail and e-mail to journalists and Garp members. The document charged that Borodovsky and Lore had surreptitiously changed the status of Garp from a not-for-profit to a for-profit organisation in direct contradiction of the organisation’s by-laws. The document raised questions about the handling of revenues from Garp’s conferences, publications, website and training programmes. Borodovsky and Lore strongly denied the allegations, but a raft of senior members at Garp resigned in protest.

Koenig said the anonymous June letter’s charges of improper diversion of Garp revenues have never been proven. But he pointed out that, as Garp’s owners, Borodovsky and Lore stand to gain financially from any sale of Garp assets. “The immediate response from Garp following the June e-mail was very clear that neither he [Lore] nor Lev have ever profited from Garp nor would they ever try to,” said Koenig. But Koenig questions that. Garp, for example, was rumoured to have offered its conference division for sale to the New York Institute of Finance, now called the Financial Times New York Institute of Finance (FT NYIF), after its acquisition by UK media company Pearson. 

Contacted on the matter, Truc Gorsd, FT NYIF marketing director in New York, said: “I think about a year and a half ago we thought about it, but we are not currently considering it.” After making her statement, Gorsd called back and then denied that FT NYIF had ever considered purchasing Garp’s conference division.

Despite the troubles of the past year, Garp appears to be weathering the storm. The organisation maintains a daily updated website, a monthly journal, sponsors conferences and continues to administer its financial risk manager professional certification exams. Garp recently mailed out invitations to its annual conference in New York in February, where William McDonough, president of the Federal Reserve Bank of New York is slated to give the inaugural address.

In addition to their requirement that the new owners assume all of Garp’s current liabilities, Koenig said Lore and Borodovsky are now also requiring honorary awards, lifetime memberships in Garp and a letter from Garp members thanking them for their years of service. Koenig said many of Garp’s regional directors, with whom he claims he is in regular contact, find these conditions tough to swallow. Koenig said he could never personally agree to another new condition of Borodovsky and Lore’s – a gag order barring discussion of any of Garp’s current business dealings and contractual arrangements, including those related to corporate restructuring. As for the reaction of Garp’s members to the gag order, Koenig said: “I would be shocked if any of them would agree to it – as risk managers openness and transparency are essential to what we do.”

The stasis in the negotiations has put on hold the organisation of a ‘Blue-Ribbon Panel’ by Robert Mark, former chief risk officer of Canadian Imperial Bank of Commerce in Toronto and now an independent consultant, that came to light in October. The panel was to have been composed of eight to 10 respected risk managers to provide interim oversight for the organisation until the election of a new board of directors after successful handling of the corporate restructuring.

Koenig is dubious about any successful resolution of the issues. “There's very little budging on their part, and usually if there's anything they budge on it will be something new that's bigger and more difficult to deal with,” he said. “I don't think we're going to get them out.”

According to Koenig, Garp’s by-laws and articles of incorporation are vague as to who can be considered owners of Garp – its founders or its roughly 16,000 dues-paying members. Should the current negotiations fail, the only place to determine the issue would be in New York civil court, said Koenig. “If negotiations fail, and if people really wanted to force the issue, they would have to go to court. That’s not our intent. We would rather move forward on a positive initiative,” Koenig added.
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