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GARP Comes Under Attack 

In early July, the Global Association of Risk Professionals (GARP) and its founders, Marc Lore and Lev Borodovsky, came under attack from an anonymous source self-described as a “group of financial risk managers” formerly involved in GARP.The attack was contained in an anonymous written document and an anonymous email message signed by one “Doug Adams” (presumably an assumed name for the group).

“Adams” claimed that as a result of the success of GARP’s conference, publishing and professional certification programs, GARP began generating “millions of dollars in revenue” and that as a result, Lore and Borodovsky quietly converted the association to a for-profit entity.

To this newspaper, GARP, Lore and Borodovsky acknowledged that GARP is now a for-profit entity. The conversion to this status occurred in November 2000. New York State’s Department of State, Division of Corporations confirms that the non-profit entity founded as GARP in 1996 is “Inactive”.Though asked, Lore did not disclose the legal name of this entity now functioning as the for-profit version of GARP.

Lore confirmed that GARP and the conference company together grossed approximately $1.8 million while netting approximately $180,000. Of this gross, $1 million was from conference business. “Adams” claims that Lore and Borodovsky personally benefited from GARP revenues at the expense of the association. These claims are not proved and are emphatically denied by Lore and Borodovsky.

 Background

GARP was founded in 1996 by Lore and Borodovsky. It quickly grew through a presence of a web site, email newsletters and local volunteer chapters. In March, 2001, GARP claimed almost 16,000 members. Now, GARP claims chapters in 24 countries.

Membership required applicants to be engaged in the financial risk management business or affiliated functions but memberships were free.

Numerous regional directors, local steering committees, global steering committees, and function committees engaged GARP members world-wide, nearly all as volunteers.

Until at least the year 2000,GARP was self-described as a “non-profit, independent organization of financial risk management practitioners and researchers.” Now, the word “non-profit” has been removed from the description.

 Conversion

Lore states,“In early 1999, a for-profit corporation was created to produce financial risk management conferences for GARP.At the time, GARP did not have the funds to initiate such a costly venture itself. Our goal was to provide the membership with further educational and networking opportunities, while insulating GARP from the risk of loss on an unproven conference business.” Borodovsky states the conference company was “was put together with private funds, because GARP could not afford to put it together.Again everyone knew that this is a temporary arrangement to get conferences off the ground. [sic]”

“Once the conferences became successful, it was decided to merge the conference firm with the not-for-profit GARP entity, continued Lore,

“However, GARP’s original structure did not allow it to merge with a for-profit company. It was therefore necessary for GARP to be temporarily converted into a for-profit entity (which we did in November 2000), then merged with the conference company, and finally converted back to its non-profit status.”

Lore told this newspaper that the intention of the for-profit conversion “was to buy the conference company.” Borodovsky says the conversion was required because the original “incorporation was improperly done”.

We asked Lore,“If these changes were in fact made for the benefit of the association, why were its members not informed until “Adams” came forward.” Lore stated, “The organization was never really set up to be a membership driven organization. You’d sign up and be a member of the web site and you’d be able to use the services of the web site. It was never really set up to communicate with the members about what’s happening with the organization and that sort of thing.”

 Transition

GARP has recently announced “an outline of its new corporate governance structure, which will complete its transition back into a not-for-profit organization.” From November 2000 until spring 2001, the entity functioned as a for-profit entity. From spring 2001 until now, a transition has been in planning to convert the entity back to non-profit status.

Apparently, the “Adams” claims triggered the mass resignations of senior GARP volunteers and managers. Lore confirmed that GARP CEO, Adam Davids, and the entire seven member advisory board resigned en masse’ because “they weren’t happy with the way things were being run.” Borodovsky claims that the advisory board resigned because they were unhappy that the entity was to become membership driven. He says they were interested in continuing their GARP positions to further their business interests.

GARP states, “Under its final structure, GARP will have not-for-profit 501(c)(6) business league parent organization headquartered in New York [sic]. An interim Board of Directors will be appointed over the next month pending a vote of the membership in the fourth quarter of 2001. Board of Director meeting minutes, full financials and bylaws will all be published on the GARP website upon completion of the transition which is expected to take place over the next 60 days.There will be a subsidiary not-for-profit in the United Kingdom to manage GARP’s European business and plans are under way to have a not-for-profit Asian subsidiary as well.” Lore says that Bob Mark has agreed to chair the interim Board of Directors.

“I am happy to have achieved our initial aim of devolving the association to its members”, said Lore.

 Summary

It is now undisputed that GARP was converted from non-profit status to for-profit status without announcement or explanation to the membership generally. It is also undisputed that a transition back to non-profit status is underway. Remaining highly contested are the reasons and purpose (a) for the original conversion to for-profit status, (b) for the en masse’ resignation of GARP’s CEO and its advisory board and (c) motivating the transition back to not-for-profit status.

It Is Time For Lore And Borodovsky’s Departure From GARP

It is always hard to take an anonymous attack seriously. It is also easy to discount the content with pejorative descriptions of the claimants. But we need not draw conclusions based upon the “Adams” claims or documents. We can draw our conclusions based solely upon undisputed facts confirmed by the principals.

Following the “Adams” attack, GARP, Lore and Borodovsky themselves acknowledged that GARP had been converted from not-for-profit status to for-profit status. This occurred without announcement or explanation to the membership generally. These facts are undisputed. We also need not draw a conclusion about the motive for this conversion.

We need not conclude whether Lore or Borodovsky personally benefited from the conversion. It is a matter of law that profits of a for-profit entity benefit the select few who are its owners, to the exclusion of all others. This is true whether or not a distribution has occurred. This is true whether or not Lore or Borodovsky are among the owners.

Since November 2000,GARP has continued to act much as it has in the past, looking and feeling like the not-for-profit organization of its past. Volunteers have continued to labor freely to forward the GARP mission, all the while uninformed that the entity had been taken over, on a for-profit basis, by some select few.

Lore and Borodovsky now offer an explanation for these events. Yet the fact that this conversion occurred without announcement or explanation to the membership is offensive.

While Lore claims happiness over now “devolving the association to its members”, it is unlikely that many of the members even suspected that the association wasn’t in their hands all the while. In fact, hundreds if not thousands of people volunteered for GARP’s mission. Now Lore tells us that even those contributions did not earn the membership the right to know that such a major change had occurred or why it had changed. What other information has not come forward?

Lore and Borodovsky deserve the thanks of financial risk managers worldwide for founding GARP and operating it until last year and we bear them no ill will.

Yet, the entity was converted to for-profit status without an announcement or explanation to the membership. Lore and Borodovsky are responsible for this conversion. As a result, Lore and Borodovsky should no longer maintain the confidence of the global association’s membership; it is time for Lore and Borodovsky to leave GARP. An international trade association cannot be run in this manner without challenging the principals who so conduct themselves. This is so, whether the principals actually enriched themselves or not.

One might now claim that there was never an “association”, that there was merely the appearance of one. However, worldwide, thousands of people have confirmed the demand and need for such an association.

GARP can be that association if Lore and Borodovsky set aside their personal interests and give that organization to the people who really make it what it is. Only when they are gone from GARP will GARP achieve the greatness its thousands of members and volunteers reach for daily. 

