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Few Australian charities have been as high-profile as the White Ribbon  organisation. In its
stated mission to prevent men’s violence against women, it garnered the support of politicians,
sporting champions, celebrities and the general public.

But now White Ribbon Australia has collapsed under the weight of its debts, after    losing
A$840,000
last financial year. Clearly something went very wrong. 

       Read more:       Celebrity charities just compete with all other charities &ndash; so
why start one?

Understanding how this could happen is important. We have a collective interest in ensuring
charities are run well. Australians donate more than A$12 billion a year  to charities and
not-for-profit organisations. Donors want their contributions to make a positive difference. It’s
important for society that they do.

But too few of us know anything about the inner workings of the organisations to which we
donate. We trust regulation to ensure they are well run and spend donations efficiently and
effectively. 

Accounting experience

Charities are regulated by the Australian Charities and Not-for-profit Commission . It has gover
nance standards
that state organisations should be run by “
responsible persons
” in an “accountable and responsible way”. 
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https://www.whiteribbon.org.au/
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http://theconversation.com/celebrity-charities-just-compete-with-all-other-charities-so-why-start-one-70711
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https://www.philanthropy.org.au/tools-resources/fast-facts-and-stats/
https://www.acnc.gov.au/
https://www.acnc.gov.au/for-charities/manage-your-charity/governance-hub/governance-standards
https://www.acnc.gov.au/for-charities/manage-your-charity/governance-hub/governance-standards
https://www.acnc.gov.au/for-charities/manage-your-charity/governance-hub/governance-standards/4-suitability-responsible
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       Read more:       Australian charities are well regulated, but changes are needed to
cut red tape

A clear problem with White Ribbon Australia is with how it ensured this at board level. Its
directors had relevant skills and qualifications, particularly in social work. But was only a few
months ago that it added someone with a strong accounting background –  KPMG partner and
qualified auditor Julian McPherson . 

By comparison, more than a third of directors  on the boards   of the Australian Securities
Exchange’s top 200 companies have accounting and finance backgrounds. 

Directors of large listed companies are, of course, usually well paid compared to not-for-profit
board members (who may not be paid at all), but White Ribbon Australia still should have
recognised the need for certain skills on the board. It might have ticked the box on some divers
ity criteria
but it appeared to have failed on others. 

Shuffling deckchairs

It’s important in any organisation to get the balance right between stability and renewal.
Changes at the top of White Ribbon Australia could well have contributed to its troubles. 

Libby Davies retired in July 2018  after eight years as chief executive. Her replacement, Tracy
McLeod Howe, lasted just three months . McLeod Howe’s
replacement, Delia Donovan, took over in an 
acting capacity
in November 2018, before being formally appointed in March.

Chairman Nicholas Cowdery meanwhile resigned in October 2018 due to criticism of comment
s he made
about convicted baby killer Keli Lane. 
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http://theconversation.com/australian-charities-are-well-regulated-but-changes-are-needed-to-cut-red-tape-72877
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https://www.brisbanetimes.com.au/national/why-white-ribbon-raised-the-white-flag-20191004-p52xt0.html
https://www.watermarksearch.com.au/reports/board-diversity-index
https://aicd.companydirectors.com.au/advocacy/governance-leadership-centre/governance-driving-performance/a-broader-perspective-on-board-diversity
https://aicd.companydirectors.com.au/advocacy/governance-leadership-centre/governance-driving-performance/a-broader-perspective-on-board-diversity
https://probonoaustralia.com.au/news/2018/01/white-ribbon-australia-ceo-announces-retirement/
https://www.smh.com.au/lifestyle/health-and-wellness/white-ribbon-ceo-departs-after-three-months-in-role-20181109-p50f0k.html
https://www.whiteribbon.org.au/2019/03/06/new-ceo-delia-donovan/#targetText=New%20CEO%20Delia%20Donovan%20will,for%20the%20past%20four%20months.
https://www.abc.net.au/news/2018-10-11/nicholas-cowdery-resigns-white-ribbon-chair-keli-lane-comments/10366714
https://www.abc.net.au/news/2018-10-11/nicholas-cowdery-resigns-white-ribbon-chair-keli-lane-comments/10366714
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Another director, Dan Gregory, left the board in April 2018, with three new board members –
Trish Egan, Sean O'Brien and Vanessa Swan – appointed since December 2017.

While some board refreshment  can help provide a new perspective to an organisation, high
turnover of board members can signal underlying issues and instability, with a higher risk of
poor financial performance and poor management oversight. 

Flash over substance

White Ribbon Australia’s annual report was full of pretty pictures and charts but  otherwise
superficial. There was limited financial disclosure and minimal information within the notes to the
financial reports, which were not included in the annual report. 

Given this was a relatively large registered charity, with an annual revenue more than A$1
million, the lack of detail was a clear warning sign.

This is confirmed by the audited financial statements the charity was required  to lodge with the
Australian Charities and Not-for-profits Commission, which can be accessed via the
commission&rsquo;s website
. A quick analysis of the income statements reveals:

    -  

revenue from sales of merchandise (such as white ribbons and wristbands) declined from
A$1,197,445 in 2017 to A$723,729 in 2018 

    -  

employee costs jumped from about A$2 million in 2016 to nearly A$4 million in 2018 

    -  

“other expenses” were A$750,000 in 2015, almost A$850,000 in 2017 and more than A$1
million in 2018
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https://corpgov.law.harvard.edu/2018/09/01/board-refreshment-finding-the-right-balance/
https://www.acnc.gov.au/charity/f6cd600efc009a75beb6802a59ec9fd5
https://www.acnc.gov.au/charity/f6cd600efc009a75beb6802a59ec9fd5
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    -  

“other admin expenses” of nearly A$2 million in 2017 and 2018 for which no additional
information was available within the notes to the financial statements.

The annual report’s commentary focuses on income and expenditure while neglecting cash
flow. But it is cash flow on which an entity usually depends to continue trading. White Ribbon
Australia had negative cash flow; it spent more money than what was coming in. Last financial
year it borrowed almost A$300,000 to keep operating. This was unsustainable.

Regulatory responsibilities

So all the warning signs were there, for those with the management and accounting knowledge.
Leadership was in flux. Some traditional sources  of revenue were declining. Expenses were
increasing. Reports were light on detail and heavy on pretty graphs and “highlights”. Income and
expenditure information was summarised in the form of pie charts, making year-to-year
comparisons difficult. 

Perhaps the regulator should do more than simply require large charities to lodge financial
statements. It could be more prescriptive with the financial disclosures it requires organisations
to publish. One suggestion is that organisations produce a one-page “ snapshot ” document
facilitating comparison with other organisations. 

Without enough accountability and transparency, we will end up with similar situations.

Michelle Cull has received funding for various research and consultancy projects from the
Financial Planning Association of Australia Ltd, UniBank and Wesley Community Services Ltd.
She is currently a member of CPA Australia Ltd and the Financial Planning Association of
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Read more http://theconversation.com/all-the-signs-were-there-lessons-from-the-collapse-of-w
hite-ribbon-australia-124771
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