
Risk management

In my September article I refered to the 
Institute of Directors’ Four Pillars for Good 
Governance.
External
1. Strategic thinking — adding value by 

development of entity’s purpose, goals and 
strategies.

2. Accountability — acts as a team with a 
high performanace culture 
committed to engaged 
governance. It celebrates 
debate, diversity, thoughtful 
challenge and dissent.

Internal
3. Supervision — holding 

management to account strictly 
and continuously through 
informed oversight, including 
solvency and risk management.

4. Policy Setting — a clear 
plan with proper resourcing, 
task allocation and performance 
management.

The Four Pillars have been very topical 
recently as we have just elected a new District 
Council and District Health Board. In their 
campaigning, candidates all referenced these in 
some way.

These “pillars” should also be applied to your 

own business. Unlike councils or health boards, 
where people are held to account every three 
years, they are a constant for your business 
success, survival, and growth.

Risk management can be identified as an 
internal factor, but external factors are equally 
important — particularly when you are 
thinking strategically and considering issues of 
accountability.

Internal risk management may be easier to 
identify, quantify and plan for.

ASSESS, THEN MANAGE
Risk management assessment is a discipline 

that has been evolving in recent years, and 
continues to receive media profile as well as 
interest from regulators.

Reliance on “gut instinct” or 
dismissing the likelihood of it 
occurring is not always the best 
solution in the modern era. It 
sometimes turns out that this 
is not the best or a defendable 
option in an increasingly vigilant 
and regulated world.

Responses to risk 
management are often 
emotional, rather than 
based on hardened financial 
planning principles. An 
individual’s responses to a risk 
management process will vary 
based on the organisation, 

its own experiences and its business life cycle. 
There may be experiences or unplanned media 
attention that can give your business a focus, but 
there is no magic answer or silver bullet. It 
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Unlike councils or 
health boards, where 
people are held to 
account every three 
years, the Four Pillars 
for Good Governance 
are a constant for your 
business success, 
survival, and growth.

Oil exploration 
and your land 
If a petroleum company 
wants to prospect, explore 
or mine for oil and gas 
on the land you own or 
occupy, your rights are 
governed by the Crown 
Minerals Act 1991. Some 
of its provisions may 
surprise you, says Ellie 
Fitzgerald, solicitor at 
Woodward Chrisp. 

Under the Crown Minerals Act 1991, 
all petroleum that exists in its natural 
condition in the land is the property of 

the Crown. In order to either explore or mine 
for petroleum, a permit is required from New 
Zealand Petroleum and Minerals — which is a 
branch of the Ministry of Business, Innovation 
and Employment.

There are three types of permits:
■ A prospecting permit — allows for the 

gathering of technical data. 
■ An exploration permit — helps to identify 

places within the permit area that are most likely 
to contain commercially recoverable amounts 
of petroleum. Some limited production such 
as drilling or sampling may be done under an 
exploration permit. 

■ A mining permit — may only be applied 
for once petroleum is found in the exploration 
permit area. It allows for development of the site 
to produce petroleum. Any necessary resource 
consents under the Resource Management Act 
1991 must also be applied for before production 

can start under the permit. 
In order to gain access to land on which to 

prospect, a permit holder needs to reach an 
appropriate land access arrangement with each 
owner and occupier of the land. For private land, 
the owner is the person who holds the title in 
fee simple. An occupier is a person entitled to 
occupy the land by virtue of a lease, sublease or 
licence. 

The parties can make whatever arrangement 
they like but if an access arrangement cannot 
be agreed upon, the party seeking the 
arrangement can ask for an arbitrator to be 
appointed to determine the terms of access and 
compensation.

The arbitrator is only required to award 
compensation to the landowner for loss or 
damage suffered as a result of the permit. Thus 
it is unlikely the landowner will share in the oil 
company profits.

Landowners should try to negotiate an access 
arrangement which provides a good rate of 
return for the land used and compensates 
appropriately for the impact of testing or drilling 
(and later production if oil and/or gas is found).

Once production under a mining permit 
begins, the permit holder must pay royalties to 
the Crown. 

There may be no need for the land owner’s 
and occupier’s consent if the permit holder 
is carrying out minimum-impact activity. This 
includes sampling and surveying by hand-held 
means.

The permit holder is only required to give 10 
working days notice of entry. However, if the 
land is less than 4.05 hectares, or is conservation 
land, crop land or a garden or orchard, consent 
is needed from the owner and/or occupier 
before a minimum impact activity can be carried 
out. 

The message for landowners is, you will be 
compensated for loss or damage caused by oil 
exploration and/or extraction but otherwise 
your rights are restricted by the Act. More 
information can be found on the New Zealand 
Petroleum and Minerals website:

www.nzpam.govt.nz/cms

We recently put together a portfolio of our best ideas for long-term 
investors. The criterion was simple; put together a diversified 10 stock 
portfolio while maintaining our investment philosophy of investing in quality 
companies at a reasonable price.

When it comes to constructing our global portfolio we place a lot of emphasis 
on finding companies with attractive stories or themes. We prefer companies 
with a dual story, i.e. one that has both a top-down tailwind that will support its 
business as well as having a unique story or angle at the company level. The five 
key themes supporting our positive view on the companies chosen are:

1) Demographic changes – an ageing population and rise of the middle class 
in the developing world will see a lift in demand for health related products and 
services, food, technology and travel.

2) Ongoing industrialisation and urbanisation – as the world’s population 
continues to grow and urbanisation accelerates we will see increasing demand 
for more hospitals, schools, power grids, water treatment facilities, roads, rail 
networks, trains, airports, aircrafts and apartments.

3) Energy and commodity consumption – as the world’s population has 
expanded, so too has demand for energy. The world’s thirst for oil is not slacking. 
The International Energy Agency expects demand for oil to increase 27% between 
2012 and 2035, to 111 million barrels a day, driven by its use in the transportation 
and petrochemicals industries (plastics for industrial and consumer goods, and 
packaging - everything from smartphones to water bottles). 

4) New global technologies – new technologies continue to drive advancements 
in our everyday lives from the way we communicate to the treatment of illnesses. 
Businesses are continually in search of faster and more advanced technologies 
that will allow them to become more productive and competitive. 

5) Defensives as a safe haven – these companies typically provide products or 
services that are consumed on a daily basis regardless of the broader economic 
cycle. They tend to have very robust cash flows and provide stable and reliable 
earnings and dividend growth.

Getting down to business

We have included four funds and six direct equities in our 10 stock portfolio. The 
funds have been selected as they provide instant diversification to the portfolio 
(these four funds provide an exposure to 755 companies) as well as general 
leverage to our five themes. The direct equities chosen are a selection of our 
favourite companies that provide a more pure exposure to these themes.

CODE SECTOR

Funds

Bankers Investment Trust BNKR Global

iShares S&P Global Technologies IXN Technology

SPDR S&P 400 MidCap MDY US

Templeton Emerging Markets TEM Emerging Markets

Direct equities

Apple AAPL Technology

General Electric GE Industrials

Reckitt Benckiser RB Consumer Staples

Roche RHHBY Healthcare

Syngenta SYT Food

Visa V Financials
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