
A recent story in the media has highlighted a problem of trusts and charities confusing their objectives and, as a result, 
losing considerable sums of money. 

It is crucial for trusts and charities to make the distinction between investing and distributing, as the two objectives 
require very different types of thinking, planning and strategies.

We often see cases where charities have made ’investment decisions’ to support local businesses or economic 
activities. 

Trustees need to be careful that investment and distribution decisions do not become confused. Investment decisions 
should be considered as part of an agreed diversified investment strategy, where investment risks are monitored and 
managed.

Charitable trust loses over $2m after investing in its own business 
Hutt Mana Charitable Trust (HMCT) recently made the headlines¹ when it made a loss of $2.61 million that was 
earmarked as community funds. 

According to its website, the Trust’s stated purpose is to serve the communities of the Hutt Mana area through 
promoting energy efficiency and supporting the community through grants and building capacity in the voluntary 
sector.

Much of HMCT’s reported loss came after EnergySmart, a nationwide insulation installation company owned by the 
Trust, was put into liquidation in September 2011. 

This case - as portrayed in the media - shows that a charitable trust putting money into local businesses or in 
businesses it owns and operates can lead to tricky situations, as well as inevitable questions about whether all 
investment options had been considered before commitments were made.

Investment or distribution: have a clear strategy
The danger this case highlights for charities with capital to invest is that a confused strategy can lead to disaster.

Taking a considered approach, by taking time to be clear about whether you are making an investment or distribution 
decision on behalf of your organisation, is essential. And it is critically important to examine your options, not just 
choose to invest in a local business. 

Diversifying your portfolio by spreading investments across different sectors, and investing into a variety of asset 
classes, can reap sustained rewards. Equally, whatever your investment decision is, go into it with a clear strategy to 
minimise the risk of unintended consequences. 

Trustees may believe that by investing in their community they are somehow stretching their charitable dollars further.  
However such investments may not fit well into a Trust’s diversified investment strategy and there are also questions 
over who will manage the investment and how. 

It can be difficult to properly assess the risks and volatility of direct investments into the community and therefore we 
encourage Trustees to consider again whether they are investing or distributing. 

Invest or distribute funds:  
be clear in your objective
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Get advice
Talking to a trust advisor when your trust or charity is thinking about investing or distributing resources is always a 
good place to start, even if just to get an idea of how detailed or simple your investment strategy needs to be. 

Advisors such as Trust Management can help charitable Trust boards to be clear about whether they are making 
an investment decision or a distribution decision, set investment criteria, provide investment recommendations and 
provide detail as to the likely effects of the strategy. 

Above all, we would always recommend that return-seeking investment portfolios should be based on a strategy 
based on a diverse and balanced portfolio. 

Ultimately, it is rare that investments within your local community will meet the return criteria of a diversified investment 
portfolio. Such investments should more often than not be considered as distributions into the community. 

If you’d like to discuss your trust, charity or iwi investment strategy with a helpful and expert advisor from Trust 
Management, get in touch at info@trustmanagement.co.nz or give us a call on 09 306 2530. 
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