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Futures Contracts (iPredict
Limited) Declaration and
Exemption Notice 2008

Pursuant to sections 37(7) and 48(1)(d) of the Securities Markets Act
1988, the Securities Commission gives the following notice (towhich
is appended a statement of reasons of the Securities Commission).
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Notice
1 Title

This notice is the Futures Contracts (iPredict Limited) Declar
ation and Exemption Notice 2008.

2 Commencement
This notice comes into force on the day after the date of its
notification in the Gazette.
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3 Expiry
This notice expires on the close of 31 August 2013.

4 Interpretation
(1) In this notice, unless the context otherwise requires,—

Act means the Securities Markets Act 1988
clearing house means Predictions Clearing Limited
market—
(a) means the market that has been, or will be, established

by the market provider for the purposes of trading spe
cified futures contracts; and

(b) includes a sponsored market
market provider means iPredict Limited
participant means any person who has an account with the
market provider for the purposes of trading specified futures
contracts
participant’s contribution limit, in respect of a participant,
means $1,000 in any period of 6 months
participants’ funds account means a call deposit account
with a registered bank that is established and maintained by
the clearing house for the purposes of the market
participation agreement means an agreement between the
participant, the market provider, and the clearing house under
which the market provider allows the participant to trade on
the market and the participant agrees to be bound by the rules
of the market
specified agreement means an agreement—
(a) under which a participant has a contingent or an ac

tual right to be paid, by the clearing house from funds
held in the participants’ funds account, at a specified
future date, an amount that depends on 1 or more polit
ical, business, economic, sociological, or demographic
events or circumstances; and

(b) under which that payment may not exceed the total
amount payable by participants for the acquisition from
the market provider of a bundle of specified agreements
of which the specified futures contract forms a part; and
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(c) in respect of which a participant’s right referred to in
paragraph (a) is able to be traded on the market; and

(d) the terms of which are publicly available on an Internet
site maintained by, or on behalf of, the market provider
at all reasonable times

specified future date includes a date that is described by refer
ring to the day, or number of days (including, to avoid doubt,
the number of working or other specified type of days) after, a
specified future act or event happens or circumstance occurs
specified futures contract means—
(a) a specified agreement:
(b) a specified right
specified right means the right of a participant under para
graph (a) of the definition of specified agreement (whether
held by the participant who is a party to that specified agree
ment or by another participant)
sponsormeans the person on whose behalf, or by arrangement
with whom, the market provider establishes a sponsored mar
ket
sponsored market means a market established by the market
provider on behalf of, or by arrangement with, a sponsor—
(a) to meet specific information or research needs of the

sponsor; and
(b) on which the only specified futures contracts able to be

traded relate to 1 or more business projects or financial
indicators of the sponsor; and

(c) in respect of which the sponsor, for the purposes of trad
ing by any participant, may only contribute sponsor’s
contributions that do not exceed the sponsor’s contribu
tion limit

sponsor’s contribution means, in respect of a participant, an
amount that a sponsor of a sponsored market certifies to the
market provider—
(a) has been or will be provided to the participant in a spe

cified period for the purposes of trading exclusively on
that sponsor’s sponsored market; and

(b) will not be deducted from, or be taken into account in
determining, the amount of any salary, bonus, benefit,
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or other entitlement payable to that participant by or
on behalf of that sponsor or any related party of that
sponsor

sponsor’s contribution limit, in respect of a participant,
means $1,000 in any period of 6 months.

(2) Any term or expression that is defined in the Act and used, but
not defined, in this notice has the meaning given to it by the
Act.

Declaration
5 Application of Part 3 of Act to specified agreements and

specified rights
(1) Every specified agreement is declared to be an agreement to

which Part 3 of the Act applies.
(2) Every specified right is declared to be a right to which Part 3 of

the Act applies.

Exemption from compliance with Futures
Industry (Client Funds) Regulations 1990

6 Exemption
The market provider, the clearing house, and every person act
ing on behalf of either or both of them are exempted from com
pliance with the Futures Industry (Client Funds) Regulations
1990 in respect of the market.

7 Conditions of exemption
The exemption in clause 5 is subject to the conditions that —
(a) the market provider must—

(i) prohibit every participant from trading on the
market with funds credited to his or her account
that are not from one of the following sources:
(A) a payment made to the clearing house by

the participant for his or her own benefit;
or

(B) a payment made to the clearing house as a
sponsor’s contribution; or

(C) trading activities on the market:
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(ii) ensure that, if the clearing house becomes aware
that a payment other than a payment of a kind
referred to in subparagraph (i)(A) to (C) has been
credited to a participant’s account, the amount of
that payment is refunded as soon as practicable;
and

(b) the market provider must—
(i) prohibit every participant from paying more than

the participant’s contribution limit for the credit
of his or her account with the clearing house; and

(ii) ensure that, as soon as practicable, the clearing
house refunds any amount paid by the participant
for the credit of his or her account with the clear
ing house in excess of the participant’s contribu
tion limit; and

(c) the market provider must—
(i) prohibit every sponsor from paying sponsor’s

contributions to a total of more than the sponsor’s
contribution limit for the credit of a participant’s
account with the clearing house; and

(ii) ensure that, as soon as practicable, the clear
ing house refunds any amount paid by a sponsor
for the credit of a participant’s account with the
clearing house in excess of the sponsor’s contri
bution limit; and

(d) all funds paid to the clearing house for credit of partici
pants’ accounts with the clearing house must be held on
trust for participants in the participants’ funds account
until withdrawn from that account in accordance with
the terms and conditions of participation in the market;
and

(e) the financial statements of the clearing house must be
audited at least once a year, after 2008, by a qualified
auditor (within the meaning of section 2C of the Secur
ities Act 1978); and

(f) the market provider must ensure that each participant is
a party to a participation agreement; and

(g) the terms and conditions of each participation agree
ment must—
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(i) prohibit a participant from having more than 1
account with the market provider, whether di
rectly or indirectly (including through any com
pany or other legal entity that the participant di
rectly or indirectly controls); and

(ii) prohibit a participant from acting on behalf of
any other individual, company, or other legal en
tity; and

(iii) require a participant, before the participant pur
chases a specified futures contract, to have suffi
cient funds in the participant’s account with the
clearing house to pay for the specified futures
contract in full (whether the purchase is from the
clearing house or from another participant); and

(iv) provide that, if a participant sells a specified
futures contract that the participant does not then
hold, the clearing house must freeze the maxi
mum amount payable under the specified futures
contract in, or deduct the maximum amount
payable under the specified futures contract
from, the participant’s account with the clearing
house until the amount payable under that speci
fied futures contract has been determined; and

(v) be available to the participant on an Internet
site maintained by, or on behalf of, the market
provider at all reasonable times.

Dated at Wellington this 26th day of August 2008.
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Statement of
reasons

The Common Seal of the Securities Commission was affixed in
the presence of:

[Seal]

J Diplock,
Chairperson.

Statement of reasons
Under this notice, which comes into force on the day after the date
of its notification in the Gazette and expires on 31 August 2013,—
• every specified agreement and every specified right (as each

of those terms is defined in the notice) is declared to be an
agreement to which Part 3 of the Securities Markets Act 1988
(the Act) applies; and

• the provider of a market for the trading of futures contracts
(iPredict Limited) and an associated clearing house are ex
empted from the Futures Industry (Client Funds) Regulations
1990 in respect of the market.

The term futures contract is defined in section 37(1) of the Act to
include an agreement or a right declared by the Securities Commis
sion to be an agreement or a right to which Part 3 of the Act applies.
The declaration, and the separate authorisation to be granted by the
Securities Commission to iPredict Limited under section 38(1) of the
Act to carry on the business of dealing in futures contracts, means that
every specified agreement and every specified right is an authorised
futures contract (within the meaning of section 37(1) of the Act) and
that trading in them is regulated under the Act and not the Securities
Act 1978 or the Gambling Act 2003.
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The Securities Commission considers that it is appropriate to make
the declaration for the following reasons:
• the agreements to be traded on the proposed market have char

acteristics of a futures contract similar to those in paragraph (b)
or (c) of the definition of futures contract in section 37(1) of the
Act, in that they are valued according to a future outcome, with
that value being established at the time of their commence
ment, and they are settled by payment of money according to
that outcome, rather than by delivery of any goods; the rights
to be traded are similar to those in paragraph (d) of the defin
ition of futures contract in section 37(1) of the Act in that they
are rights to assume, at a specified price or value or within a
time, rights and obligations under those agreements:

• the declaration provides legal certainty about the regulatory
treatment of these agreements and rights, and the separate au
thorisation includes terms and conditions that provide appro
priate controls on the operation of the market as a smallscale
research and educational facility. The market is not intended
for investment purposes.

The Securities Commission considers that it is appropriate to grant
the exemption because market participants’ funds must be held in a
trust account, and will be audited annually. The conditions of the ex
emption and authorisation require that no participant can enter into a
futures contract unless that person has sufficient cleared funds to pay
for the contract in advance. There will be no ongoing margin obliga
tions. In addition, the maximum amount of money that any market
participant can invest is limited to $2,000 per annum. The Securities
Commission is satisfied that these matters provide adequate alterna
tive safeguards for preserving client money.

Issued under the authority of the Acts and Regulations Publication Act 1989.
Date of notification in Gazette: 28 August 2008.
This notice is administered by the Securities Commission.
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Wellington, New Zealand:
Published under the authority of the New Zealand Government—2008
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