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Securities Act (Venture Capital
Schemes) Exemption Amendment

Notice 2012

Pursuant to sections 70B and 70D of the Securities Act 1978, the
Financial Markets Authority gives the following notice (to which is
appended a statement of reasons of the Financial Markets Authority).
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Notice
1 Title

This notice is the Securities Act (Venture Capital Schemes)
Exemption Amendment Notice 2012.

2 Commencement
This notice comes into force on 15 June 2012.

3 Principal notice
This notice amends the Securities Act (Venture Capital
Schemes) Exemption Notice 2008 (the principal notice).

4 Schedule amended
In the Schedule, insert in its appropriate alphabetical order
“Powerhouse Ventures Limited”.
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Dated at Wellington this 12th day of June 2012.

Sue Brown,
Head of Primary Regulatory Operations.

Statement of reasons
This notice, which comes into force on 15 June 2012, amends the
Securities Act (Venture Capital Schemes) Exemption Notice 2008
(the principal notice) to insert the name of Powerhouse Ventures
Limited into the Schedule.
The Financial Markets Authority (FMA), after satisfying itself of the
matters set out in section 70B(2) of the Securities Act 1978 (theAct),
considers it appropriate to amend the principal notice because—
• the principal notice applies to offers of equity and participatory

securities made in accordance with venture capital schemes
administered under an approved code of practice by desig-
nated scheme administrators:

• the costs of fund-raising that is fully compliant with the Act
are often prohibitive to small to medium start-up or expand-
ing businesses seeking limited funds, or with limited existing
resources with which to undertake the fund-raising process.
However, in considering what relief from securities law re-
quirements may be appropriate, it is recognised that invest-
ment in businesses of this nature is high-risk. Further, the en-
trepreneurs running the businesses are often enthusiastic and
convincing about the prospects for success but may be less in-
formative about the risks of investment:

• the principal notice addresses the cost difficulties faced by
these businesses in raising funds by providing substantial ex-
emptions from the usual requirements of the Act, but on condi-
tions that alert investors to the risks of investing in businesses
of this nature. The principal notice does this by allowing the
businesses to raise funds with substantial exemptions from the
usual securities law requirements but under the supervision of
an independent scheme administrator:
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• applications for designation as a scheme administrator are con-
sidered by FMA on a case-by-case basis, but in assessing any
application FMA takes account of a number of criteria it has
published, namely—
• the applicant has a close relationship with a local or cen-

tral government organisation responsible for national or
regional economic development, or another non-profit
organisation with a key objective of national or regional
economic, business, or investment development:

• the applicant has economic, business, or investment de-
velopment as its key objective, and making a profit is
not its key objective:

• the applicant understands and has experience in over-
seeing compliance with legislative regimes:

• the applicant has adequate resources, experience, and
infrastructure to administer a scheme, including ad-
equate processes for vetting investors and businesses,
reviewing information provided by businesses about
investment opportunities, and introducing investors
and businesses:

• the applicant understands the obligations and potential
liability a scheme administrator assumes in adminis-
tering a scheme, is likely to be a responsible scheme
administrator, and has access to adequate financial re-
sources or insurance to cover potential liability:

• the applicant has provisions in place to ensure its con-
tinuity throughout the offer and allotment of any secur-
ities by businesses it has registered, or there are provi-
sions in place for a responsible handover of the admin-
istration of previous allotments:

• FMA is satisfied, after considering the circumstances of Pow-
erhouse Ventures Limited in relation to each of these criteria,
that Powerhouse Ventures Limited is an appropriate entity to
be designated as a scheme administrator:

• accordingly, FMA considers that amending the principal
notice to designate Powerhouse Ventures Limited as a scheme
administrator will not cause significant detriment to sub-
scribers for securities offered under venture capital schemes:
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• further, having identified Powerhouse Ventures Limited as
an appropriate organisation to administer a venture capital
scheme, and in the circumstances that securities offered
through the scheme it administers must be offered in ac-
cordance with the conditions of the principal notice and the
relevant approved code of practice, FMA considers that the
extent of the exemption is not broader than is reasonably ne-
cessary to address the matters that gave rise to the exemption.

Issued under the authority of the Acts and Regulations Publication Act 1989.
Date of notification in Gazette: 14 June 2012.
This notice is administered by the Financial Markets Authority.
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Wellington, New Zealand:
Published under the authority of the New Zealand Government—2012
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