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Choosing an investment adviser

You have the right to request from any investment adviser a written disclosure statement stating his or her
experience and qualifications to give advice. That document will tell you:

@ Whether the adviser gives advice only about particular types of investments; and

@ Whether the advice is limited to the investments offered by 1 or more particular financial
organisations; and

@ Whether the adviser will receive a commission or other benefit from advising you.

You are strongly encouraged to request that statement. An investment adviser commits an offence if
he or she does not provide you with a written disclosure statement within 5 working days of your request.
You must make the request at the time the advice is given or within 1 month of receiving the advice.

In addition:

@ If aninvestment adviser has any conviction for dishonesty or has been adjudged bankrupt, he or she
must tell you this in writing; and

@ |If aninvestment adviser receives any money or assets on your behalf, he or she must tell you in writing
the methods employed for this purpose.

Tell the adviser what the purpose of your investment is. This is important because different investments
are suitable for different purposes.

This document is an “Investment Statement” for the purposes of the Securities Act 1978.

Important Notice

This Investment Statement is dated 30 March 2007. It provides information relevant to Shareholders of
Botry-Zen Limited who are New Zealand residents and who may wish to take up the New Shares available
in this Offer.

Receipt of this Investment Statement will not constitute an offer in those jurisdictions in which it would be
unlawful to make such an offer or invitation. Botry-Zen Limited prohibits the sending of this Investment
Statement and the Prospectus into any such jurisdiction and reserves the right to refuse to issue any New
Shares if it believes to do so would violate any applicable legal and regulatory requirements.

The New Shares have been accepted for listing by NZX and will be quoted upon completion of the
allotment procedures. However, NZX accepts no responsibility for any statement in this Investment

Statement or in the Prospectus.

Key Dates

Record Date 5pm, Thursday, 29 March 2007

Investment Statement and Acceptance Form sent to Shareholders Friday, 30 March 2007

Offer opens Friday, 30 March 2007

Offer closes 5pm, Monday, 30 April 2007

Issue of New Shares Friday, 4 May 2007
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Chairman-s Letter

Dear Shareholder,

This document represents an invitation to participate in a share purchase plan which would allow you,
within one of three graduated categories, to purchase up to $5,000 of new Botry-Zen Limited ordinary
shares without brokerage and transaction costs.

It is intended that through the share purchase plan the Company will raise $1.3 milion and that these
funds will provide additional working capital to be applied towards debt reduction and the further
consolidation of the Dunedin plant operation, existing and new product refinement and the expanded
development of market opportunities within New Zealand and in Germany/Austria.

In our Interim Report for the six months to September 2006 we presented then-current comment and
information around product, market and timing issues. Expanding on these we can confirm that we

are now actively manufacturing “BOTRY-Zen” at the Dunedin plant and that the product is, via key
distributors, commercially available throughout the country. Further, the new “ARMOUR-Zen” plant has
been installed and is currently being commissioned. Recently contract arrangements have been signed
that will, subject to certain research outcomes, potentially secure Company access to additional new
biological control agents.

These indeed represent the objectives that the Company targeted in our previous reports to
shareholders. However, the additional time required to commission the BOTRY-Zen manufacturing
capability (particularly in securing the operational qualification for the dry-harvest/granulation plants)
and our unforeseen inability to market ARMOUR-Zen through the current season has led us to a
requirement to offer the opportunity detailed in this Investment Statement.

As we have mentioned previously on numerous occasions the tasks that we have faced in the
development of biological control agent products are in many aspects a “world-first”. In addition, we
have had to research, develop and trial new products and processes and then design and commission
the novel manufacturing plant and equipment necessary to bring our products to commercial reality.

We are very proud with what we have achieved in virtually all areas of product and processing
endeavour to this point.

The “BOTRY-Zen” product uptake by growers through recent months has been good in selected regions
but it is clear that expanded marketing strategies (in both grape and kiwifruit industry sectors) will be
needed to generate future grower acceptance in greater volume. (In commenting on sales levels it
must be noted that early season frost damage leading to significant grape loss in Marlborough and
Canterbury reduced BOTRY-Zen application opportunities with key clients).

The planning of new marketing steps is now well advanced and two available Government funding
opportunities (GSF and EDG-MD grants) have been successfully captured to support these initiatives.

Excellent performance of the product under heavy disease pressure is now, through the ‘06/’07 season,
being reported and we are confident that resulting support from industry opinion leaders will lay a
positive platform for the approaching season’s uptake.

New Zealand Winegrowers has confirmed that their industry group will in the near future be placing
greater emphasis on the sustainable grape growing programme and in this context the wider utilisation of
biological products in the field will be strongly promoted.

The dry-harvest and granulation segments (both a “world-first” for this type of product) of the
“BOTRY-Zen” manufacturing process have thoroughly tested our team’s expertise and capabilities.

We have had to accept delays in commissioning the associated units and carry levels of development
and manufacturing expenses that have, in the end, exceeded our original projections.

It is disappointing to have to report that while we were confident of securing “ARMOUR-Zen” registration
in New Zealand in time for the current season this did not occur. The registration authority in the closing
stages of the process sought additional product information and consequently then needed a longer
period of time to assess our case. We now expect to receive the approval prior to the end of April this year.




While the lack of anticipated “ARMOUR-Zen” sales revenue was a major factor in the erosion of our
operating cash flow position, it must be emphasised that the Company now has manufacturing
capability for two effective biological products. We are now focused on the successful introduction of
these to local and off-shore markets.

International interest in our products remains at a high level and we will be activating all available
resources and expertise (many related steps are already in-train) to capitalise on German/Austrian
opportunities this approaching northern hemisphere season.

Under the circumstances your Board has adopted the view that we must firmly anchor the operating
viability of the Company with the plant and equipment we now have in place, and that to do so
the Company needs to secure additional working capital. We feel confident that with the growing
international recognition of our products’ performance new partnering opportunities will become
available in the near future.

With the successful adoption of the above-mentioned “consolidation steps” we are confident that the
Company’s future can be protected and subsequently beneficially developed.

The gains we have made on the manufacturing front are, without question, world-leading and while
there are market segments that have yet to fully adopt the sustainable approach to viticulture and
horticulture best practice we are sure that the expanding international focus on delivering safe food and
beverage outcomes can only, in the near future, support our overall objectives.

As is the case with many “biotech” companies during their commercialisation phase, an investment in
the Company carries greater levels of risk than an investment in a mature company with established
operating revenues. Shareholders considering taking up their entittement should read this Investment
Statement in full, including the description on pages 14 to 16 of the risks of an investment in the Company.
The Company looks forward to the continued support of its shareholders through this offer.

In closing | wish to confirm that all three Company directors will be subscribing for their maximum share
entittements permitted under the share purchase plan.

Yours sincerely

Dr Max Shepherd r
Chairman - r 20 P . I

30 March 2007



Background to the Offer
History of the Company

The Company was formed in April 2001 to pursue the commercialisation of BOTRY-Zen, a biological
agent for use in the control of plant diseases caused by Botrytis fungus infections. Winegrape Tech (a
joint venture between Winegrowers of New Zealand Limited and New Zealand Grape Growers Limited)
originally held the rights to this Botrytis fungus fighting technology. In June 2001, Winegrape Tech granted
the Company a 15 year exclusive licence to the technology (with rights of renewal) which gave the
Company the right to produce, distribute and sell BOTRY-Zen in key international markets, including
Australia, the United States of America, Germany, Austria, Spain, France and Italy.

In April 2004 a deed of variation was signed with Winegrape Tech which allows the Company to deal
with Sclerotinia sclerotiorum infections in addition to the Botrytis control applications.

The agreements with Winegrape Tech make provision for the intellectual property associated with

all elements of the product manufacturing process to be retained and owned by the Company.
(Through 2005 and 2006 the Company has successfully researched and developed internationally novel
manufacturing procedures these being inclusive of the design and commissioning of specialist dry-
harvest and granulation plant and equipment.)

The Company’s initial capital raising in 2001 generated $5,000,000. These funds, together with a profit
(of approximately $380,000) resulting from the sale of the Company’s Dunedin factory in the second half
of 2004, and $4,216,667 raised by way of a rights issue held in late 2005, have provided the Company
with adequate capital to make significant in-roads into the commercialisation of BOTRY-Zen and the
subsequent development of the second product, ARMOUR-Zen.

Specifically, the funds raised since the Company’s incorporation have been applied to:

@ the continued development of BOTRY-Zen as a commercially viable product (culminating in the
development of a new dry granulated formulation);

@ the research and importation of German-developed fermenter equipment in which the BOTRY-Zen
product is taken through the initial stages of manufacturing;

@ the research, design, manufacture and commissioning of specialist dry-harvest and granulation plant
and equipment;

@ on-going field trials of BOTRY-Zen, and the early trialling of ARMOUR-Zen, in key grape-growing regions
around New Zealand;

@ registration of BOTRY-Zen and ARMOUR-Zen in New Zealand under the Agricultural Compounds and
Veterinary Medicines Act 1997;

@ advancing patent protection for BOTRY-Zen in some key international markets;
@ the research and development of additional potential biological products;

@ the initial registration of BOTRY-Zen and ARMOUR-Zen in Germany/Austria as “plant strengthening”
products; and

@ the early stage steps of securing formal “ANNEX ONE” registration of BOTRY-Zen in the USA and in
European markets beyond Germany/Austria (where the first registration will be made under “plant
strengthening” criteria, a different registration category to “ANNEX ONE”).

It is now intended that the Company will, through the Offer, raise $1,300,000 to provide the Company
with additional working capital to be applied towards debt reduction and the further consolidation of
the Dunedin plant operation, existing and new product refinement and the expanded development of
market opportunities within New Zealand and in Germany/Austria.




The BOTRY-Zen and ARMOUR-Zen Products

BOTRY-Zen is a biological control agent developed specifically for the control of Botrytis cinerea and
Sclerotinia sclerotiorum infections in grapes and other crops. Where Botrytis fungus infections occur on
grape vines the infection can cause “bunch rot” which manifests itself as a moist rot on the berries and
other fleshy parts of the vine.

Sclerotinia infections, in a similar manner, can cause significant crop loss through rot damage and
physical scarring of the fruit.

At its latest stage the Botrytis infection is visible as a grey felt-like mat of spores. Botrytis fungal infections
are a significant problem for the global wine industry. By way of illustration, New Zealand Winegrowers
has estimated that in the 2004 season Botrytis infection resulted in direct grape losses across the New
Zealand winegrowing industry to the value of $15.5 million, with estimated potential lost wine sales of
$77.4 million. This was despite considerable cost incurred in canopy management to reduce Botrytis
pressure, and the application of approximately $7.2 million worth of fungicides with an application
cost of $895,000.1

The Company’s assumption is that Botrytis infection can represent a potential annual risk to
approximately two-thirds of the total New Zealand vineyard area (currently comprising around 22,000
hectares of land?). The Company expects the costs associated with Botrytis control will increase as the
size of New Zealand’s vineyard plantings increase.

BOTRY-Zen is a live spore preparation of the non-pathogenic saprophytic fungus Ulocladium oudemansii,
and acts as a live biological control agent by competing for the same ecological niche as Botrytis cinerea.
It aggressively occupies the same physical space and out-competes Botrytis for nutrients in the dead

and senescing floral debris in the bunches, but is non-invasive and causes no damage to live plant tissue.
BOTRY-Zen acts in a similar “out-competing manner” in respect of the limitation of Sclerotinia infections.

BOTRY-Zen has been extensively trialled in New Zealand vineyards and kiwifruit orchards since 1997 and
the results of these trials have demonstrated that BOTRY-Zen provides protection against Botrytis and
Sclerotinia infections comparable to standard chemical fungicide programmes.

Initial field trials of BOTRY-Zen in California, Germany and Italy have produced positive results similar to
those achieved in New Zealand. The most recent off-shore field trials, through the 2006 vintage in the
German Rhineland, produced strong results across the four trial sites all of which, at different stages of
the season, experienced heavy disease infection levels. It is important to note that growers look for good
performance under conditions where heavy disease is prevalent as this provides the confidence that a
biological product has similar capabilities to the traditionally utilised chemicals.

Many growers are attracted to BOTRY-Zen because it offers a field-proven and user-friendly biological
control for Botrytis and Sclerotinia diseases. Because it is a biological product, the use of BOTRY-Zen allows
growers to avoid chemical residue problems and tight spray withholding regimes. BOTRY-Zen is safe to
use from safety and application perspectives and the recently developed dry granulated formulation
has a twelve month plus shelf life. The product is fully water dispersible and can be easily applied via all
widely available and commonly used spray units.

The New Zealand winegrowing industry is continuing to heavily promote the benefits of “sustainable
winegrowing” and, as at June 2006, approximately 65 percent of New Zealand’s vineyards, encompassing
almost 15,000 hectares of grape production, were accredited members of Sustainable Winegrowing

New Zealand.®* BOTRY-Zen and more latterly ARMOUR-Zen (see below) are recognised as being totally
consistent with the aims and objectives of the sustainable winegrowing programme and are certified in
accordance with the requirements of the New Zealand BIO-Gro Organic Production Standards.

Botrytis cinerea and Sclerotinia sclerotiorum can also attack and seriously damage crops such as kiwifruit,
tomatoes, berryfruits, cut flowers, lettuce and cabbages. The Company has conducted trials on the

use of BOTRY-Zen on kiwifruit and these trials have demonstrated that BOTRY-Zen is an effective agent in
preventing fungi infections on that crop.

1. Source: http://www.nzwine.com/statistics/vineyard.php3

. Source: http://www.nzwine.com/statistics/vineyard.php3

3. Source: Estimate by the Company based on 2005 figures sourced from the New Zealand Winegrowers
2005 Annual Report, page 17
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The Company has the right to pursue the commercial development of the patent rights and other
technology associated with the saprophytic fungus organisms in relation to all other crops in Patent Co-
operation Treaty Countries. Whilst focusing its initial commercial efforts on the grape growing industry, the
Board plans to continue the Company’s co-operative research programme with HortResearch into the
use of BOTRY-Zen on other crops. In particular, the Board intends to expand commercial trading activities
within the New Zealand market across kiwifruit, blackcurrants, strawberries and selected ornamental
flowers commencing this season.

The Company is also exploring the development of other biological products, and has recently
conducted successful preliminary field trials of a new biological product now identified as ARMOUR-Zen
(formally BOTRY-Zen Il). Itis intended that ARMOUR-Zen will provide late season protection to the ripening
berries and will be a companion botryticide to compliment the early season Botrytis control action/
benefits of BOTRY-Zen. ARMOUR-Zen, acting as an elicitor promotes the plants natural defences to
activate and thereby protect itself against disease establishment. The product also delivers a direct anti-
microbial action. The Company currently intends to complete product development work and secure
formal New Zealand registration for ARMOUR-Zen prior to the end of April 2007, and to progressively
complete international field-trialling and registration for the product in key international markets from
mid-2007 onwards.

2005 Vintage Results

To varying degrees through the 2005 Vintage, the Gisborne, Hawkes Bay, Martinborough and
Marlborough grape-growing regions all experienced heavy Botrytis disease pressure conditions. In virtually
all field sites where BOTRY-Zen was applied, the prevailing wet weather conditions and the resulting high
disease infection circumstances proved to be the most rigorous test yet for the product.

Across the 33 blocks where BOTRY-Zen was applied, assessments conducted by the HortResearch field
team showed that there were 26 properties where BOTRY-Zen performed extremely well against the
standard chemical programmes. There were 7 sites where the product under-performed (but only
marginally) when compared with the chemical outcomes, and in these there were localised and logical
reasons to explain the slightly lower level of performance.

2006 Vintage Results

The 2006 season again saw heavy Botrytis disease pressure prevail in key grape growing regions with
conditions in Hawkes Bay being highly favourable for Botrytis development. In that area there was no less
than 24 Botrytis infection periods between the end of flowering (capfall) and harvest.

Pre-harvest assessments for Botrytis crop loss were conducted in 37 blocks where BOTRY-Zen had been
applied early season and, in 33 of these, infection levels had been held at below the 4% industry disease
penalty threshold. The majority of these BOTRY-Zen blocks had less than 1% Botrytis crop loss. There were
four sites that yielded a crop loss factor exceeding the 4% threshold but on investigation the reasons
behind these outcomes could be fairly attributed to non-compliance with “best practice” protocols at
the time of application.

2007 Vintage - Preliminary assessment
Itis, at the time of preparing this Investment Statement, too early to accurately comment on 2007 vintage

BOTRY-Zen field performance. However where preliminary field assessments have been recorded the
colonisation of BOTRY-Zen on the bunch debris, as assessed at bunch closure, is looking particularly good.




Future Direction

At the time of launching the rights issue in October 2005 we were confident that with the funds raised
a factory upgrade could be successfully undertaken and that we could subsequently secure a viable
operating platform upon which to establish our targeted forward programme.

To a large extent our anticipated objectives were met but in key areas we did experience difficulties.
After facing early problems with the research (undertaken in Europe) and evaluation of manufacturing
unit sizing issues we were successful with the importation and subsequent commissioning of our first battery
of German-sourced fermenters. (These are the complex units within which the early stage manufacturing
steps of BOTRY-Zen are undertaken).

The dry-harvest and granulation procedures that form the finishing sections of the BOTRY-Zen manufacturing
requirements were considerably less easily secured. Given that these steps had not been implemented
elsewhere before we anticipated (to some extent) that we would meet certain challenges in the design,
manufacture and commissioning procedures related to this specialist plant and equipment. This was the case.

We were forced to work through what was an additional five months on our targeted development
programme and we were required to engage some (high level) external consultancy input to assist in the
process. In addition the expenses relating directly to the design and manufacture of the dry-harvest and
granulation plant exceeded our original estimates by over $600,000.

An additional negative element that we were forced to accept related to the delayed New Zealand
registration of ARMOUR-Zen. We were originally confident of achieving this in advance of the current
season but this did not occur. Last minute requests for more product information extended the process and
consequently we could not incorporate the related anticipated sales revenue into our operational base.
We now expect to receive the ARMOUR-Zen approvals needed prior to the end of April this year.

These steps in aggregate eroded our operating capital base in a significant manner, such that the
Company now needs to obtain additional working capital to continue to fully pursue its business objectives.

On top of the above testing situation we would have ideally liked to have had a stronger grower demand
for product through this immediate past local season but while BOTRY-Zen sales were solid in some regions
there is a recognised future requirement to more actively promote sell-through on a wider basis. This work
will be needed across both grape and kiwifruit industry sectors. (It should be noted when commenting on
last season’s sell-through of BOTRY-Zen that frost damage in Marlborough and Canterbury seriously reduced
our access to key client support).

New Zealand Winegrowers have recently given assurances that they are in the process of lifting industry
emphasis on sustainable grapegrowing and that they will, from this vintage, more widely promote the use
of biologicals to growers. This can only assist build demand for BOTRY-Zen and ARMOUR-Zen.

Under ideal circumstances it would have been attractive to have had an extended advertising and
promotional resource base but, as detailed above, the key elements of our relatively limited funding
platform have had to be fully committed to product and plant improvements and upgrade.

We must place on record that the developmental work mentioned above has now been largely secured
and that our forthcoming emphasis will be to securely anchor the operating viability of the Company with
the plant and equipment currently in place.

In the first instance, this necessitates the raising of additional working capital through this Offer. Once
additional capital has been raised, key components of this process will be to professionally expand
development of the New Zealand market opportunities and to successfully launch both BOTRY-Zen and
ARMOUR-Zen in Germany and in Austria this approaching northern hemisphere season.

Under the circumstances your Board has opted to focus squarely on a consolidation approach in the
interim and to generate leverage off these steps through the coming months in order to evaluate
partnering options that will assist in the evaluation of expansionary opportunities.

The Board acknowledges that Shareholders would ideally like to be presented with a more favourable
scenario at this time but given the challenges that have had to be met in what is still an internationally
new and innovative field the Directors firmly believe that prudent steps must now be adopted so that the
Company can be appropriately positioned to meet the forward situation.



The Directors and management team have, through recent months, continued to step-up to meet the
challenges presented to the Company and all have made commitments to continue to apply a high-
level of concentrated input to deal with the ongoing requirements.

Financial Implications of the Offer

Having made certain assumptions on targeted future development the Board is confident that the Offer,
if fully subscribed, will provide the Company with sufficient working capital to facilitate debt reduction
(by way of the repayment of approximately $600,000 due to the Bank of New Zealand) and the further
consolidation of the Dunedin plant operation, existing and new product refinement and the expanded
development of market opportunities within New Zealand and in Germany/Austria. If the Offer is not fully
subscribed the Board will need to consider the availability of any other options for raising the necessary
capital or, in a worst case scenario, the ability of the Company to continue in full with its current business.

Because the maximum value of shares a Shareholder is entitled to subscribe for is $5,000 (equivalent to
125,000 shares), the Offer will result in a slight dilution of the economic interest, or proportion of voting
rights relative to their current levels, of the Company’s larger Shareholders and any Shareholders who
fail to take up their entittements. A consequent increase in the economic interest or proportion of voting
rights by small Shareholders who accept the Offer will occur. The extent of the impact will depend on
how many Shareholders accept the Offer (the more that accept, the greater the impact will be).

Because the New Shares are priced at a slight discount to the market price of the Existing Shares at the
time the proposal was announced, there may be, or may have been, an adjustment to the price at
which the Existing Shares would have traded in the absence of the Offer being made. In theory, the
amount of any adjustment is a factor of the number of New Shares, the number of Existing Shares and
the difference between the price at which the New Shares are offered and the market price of the
Existing Shares prior to the New Shares being allotted. In practice, the price at which the Company’s
shares trade on the NZSX market is dependent on a range of factors and it is impossible to accurately
measure the impact, if any, which the issue of New Shares has had, or will have, on the market price for
the Company’s ordinary shares.

Non-Financial Implications of the Offer

If Shareholder support for the Offer is less than anticipated and the Board chooses to issue the “shortfall”
of New Shares under NZSX Listing Rule 7.3.4(c) that could result in one or more persons materially
increasing their percentage shareholding(s) in the Company. The Board, however, does not consider
there to be a significant likelihood that this will occur.

It is unlikely that there would be any other material implications of a non-financial character flowing from
the Offer.

No Forecast Financial Statements

The Company is not including any forecast financial statements. This is because this would involve
considerable speculation as to the rate at which the Offer proceeds would be utilised in the
commercialisation process, and in particular, speculation on how successfully the launch of the
Company products might be achieved in what are totally new untested markets, Germany and Austria.

Dividend Policy

The Company’s policy is to pay dividends once the Company has established consistent profitability. This
policy will not change as a result of the Offer.




About the Offer

In summary, the Offer will:

increase the Company’s assets by $1,300,000 (before issue costs), if it is fully subscribed;
increase the Company’s share capital by 32,500,000 ordinary shares, if it is fully subscribed; and

provide additional working capital to assist in debt reduction (by way of the repayment of
approximately $600,000 due to the Bank of New Zealand) and the further consolidation of the
Dunedin plant operation, existing and new product refinement and the expanded development of
market opportunities within New Zealand and in Germany/Austria.

Set out below are further details of the Offer.

1

The Issuer

The issuer of the New Shares is Botry-Zen Limited, a company incorporated in New Zealand. The
Company was incorporated under the Companies Act 1993 under registration number 1125261 on
4 April 2001. The Company’s registered office is Level 1, 30 London Street, Dunedin.

The Offer

The Company is offering, pursuant to NZSX Listing Rule 7.3.4(ba) and clause 4.5(c) of the
Company’s constitution, each New Zealand holder of Existing Shares as at 5pm on Thursday, 29
March 2007 the option to subscribe for $1,000, $2,500 or $5,000 of New Shares at an issue price of 4
cents per share.

Custodians that hold Existing Shares on behalf of one or more beneficial owners may apply for
New Shares to the value of up to $5,000 per beneficial owner (provided that beneficial owner is a
New Zealand resident), subject to the total value of New Shares applied for by or in respect of a
beneficial owner not being more than $5,000 when any other holdings of the beneficial owner are
taken into account (including holdings through other Custodians).

The Offer is for a maximum of 32,500,000 New Shares, with an aggregate consideration totalling
$1,300,000. If acceptances in excess of this amount are received, the Board will scale back
acceptances in whatever manner it considers appropriate. If acceptances received fall short of
the $1,300,000 target sought the Board may nevertheless accept all valid acceptances received.

If you have sold your Botry-Zen shares on or before Thursday, 29 March 2007 please send the Investment
Statement and the enclosures to the Primary Market Participant or other person or sharebroker through
whom you made the sale, requesting that they be forwarded to the new Shareholder.

Price

The consideration for each New Share offered is 4 cents, payable in full on application. Under the
Offer, each New Zealand holder of Existing Shares is offered $1,000, $2,500 or $5,000 of New Shares,
subject to an overall maximum of 32,500,000 New Shares being issued. The total value of the New
Shares offered is $1,300,000.

Ranking of New Shares

The New Shares will rank equally in all respects with the Existing Shares in the capital of the Company.
As such, every New Share will be entitled to one vote and the right to an equal share in dividends
authorised by the Board, and any distribution of the surplus assets of the Company.

The New Shares have been accepted for listing by NZX and will be quoted upon completion of the
allotment procedures. However, NZX accepts no responsibility for any statement in the Prospectus
or this Investment Statement.



Offer Not Renounceable

The Offer is not renounceable. Shareholders who do not wish to accept the Offer, or who wish to
acceptitin part only, are not able to sell or transfer the balance of their entittement.

No Guarantee

No person named in this Investment Statement, nor any other person, guarantees the New Shares
or the Existing Shares or payment of any moneys payable in respect of the New Shares or the
Existing Shares.

Allotment and Mailing of Statements

Shareholders who apply for New Shares with a value in excess of the amount to which they are
entitled or have accepted the Offer (whichever is the lesser) will not be allocated the excess

New Shares. In such circumstances surplus application moneys will be returned to the relevant
Shareholders by cheque within five working days of the New Shares being allotted. No interest will
be payable on surplus funds returned.

The New Shares will be allotted and statements for New Shares sent to the Shareholders who
subscribe for New Shares as soon as practicable after the Offer closes, but in any event allotment
will be completed, and statements for New Shares will be sent to Shareholders no later than Friday,
4 May 2007.

No Minimum Subscription

The Directors have not set a minimum level of subscriptions for the issue to proceed. In the event
that acceptances are less than the level targeted by the Company, the Board may nevertheless
elect to accept all valid acceptances received by the Company. In the event that some or all
applications are not accepted the relevant application moneys will be returned to the relevant
Shareholders by cheque within five working days of the New Shares being allotted. No interest will
be payable on surplus funds returned.

The Board will be entitled to offer any “shortfall” to other persons on terms (including as to price) not
materially more favourable than the terms of the Offer.




Answers to Important Questions

What sort of investment is this?

The securities being offered are ordinary shares in the capital of Botry-Zen Limited which will rank equally
in all respects with the Existing Shares. This means the New Shares being offered confer the following
rights on their holder:

[} the right to vote (on a poll one vote per fully paid share);
(¢} the right to participate in dividends on the same basis as other holders of ordinary shares;

[} the right to share in surplus assets in a liquidation on the same basis as other holders of ordinary
shares;

[} the right to receive an annual report and other information required by the Companies Act 1993;
and

[} the other rights conferred by the Company’s constitution and Companies Act 1993 on
Shareholders generally.

Who is involved in providing it for me?
Botry-Zen Limited is the issuer of the New Shares being offered. Its address is Level 1, 30 London Street, Dunedin.

The Company was formed in April 2001 to pursue the commercialisation of BOTRY-Zen, a biological
agent for use in the control of plant diseases caused by Botrytis fungus infections. Winegrape Tech (a
joint venture between Winegrowers of New Zealand Limited and New Zealand Grape Growers Limited)
originally held the rights to this Botrytis fungus fighting technology. In June 2001, Winegrape Tech granted
the Company a 15 year exclusive licence to the technology (with rights of renewal) which gave the
Company the right to produce, distribute and sell BOTRY-Zen in key international markets, including
Australia, the United States of America, Germany, Spain, France and Italy.

In April 2004 a deed of variation was signed with Winegrape Tech which allows the Company to deal
with Sclerotinia sclerotiorum infections in addition to the Botrytis control applications.

The agreements with Winegrape Tech make provision for the intellectual property associated with

all elements of the product manufacturing process to be retained and owned by the Company.
(Through 2005 and 2006 the Company has successfully researched and developed internationally novel
manufacturing procedures these being inclusive of the design and commissioning of specialist dry-
harvest and granulatuion plant and equipment.)

The Company’s initial capital raising in 2001 generated $5,000,000. These funds, together with a profit
(of approximately $380,000) resulting from the sale of the Company’s Dunedin factory in the second half
of 2004, and $4,216,667 raised by way of a rights issue held in late 2005, have provided the Company
with adequate capital to make significant in-roads into the commercialisation of BOTRY-Zen and the
subsequent development of the second product, ARMOUR-Zen.

Specifically, the funds raised since the Company’s incorporation have been applied to:

[} the continued development of BOTRY-Zen as a commercially viable product (culminating in the
development of a new dry granulated formulation);

[} the research and importation of German-developed fermenter equipment in which the BOTRY-Zen
product is taken through the initial stages of manufacturing;

[} the research, design, manufacture and commissioning of specialist dry-harvest and granulation
plant and equipment;

[} on-going field trials of BOTRY-Zen, and the early trialing of ARMOUR-Zen, in key grape-growing
regions around New Zealand;



[2) registration of BOTRY-Zen and ARMOUR-Zen in New Zealand under the Agricultural Compounds and
Veterinary Medicines Act 1997;

[2) advancing patent protection for BOTRY-Zen in some key international markets;
[2) the research and development of additional potential biological products;

[2) the initial registration of BOTRY-Zen and ARMOUR-Zen in Germany/Austria as “plant strengthening”
products; and

[2) the early stage steps of securing formal “ANNEX ONE” registration of BOTRY-Zen in the USA and in
European markets beyond Germany/Austria.

How much do | pay?

Shareholders who wish to subscribe for the New Shares being offered must pay 4 cents for each New
Share subscribed for, being a total of $1,000, $2,500 or $5,000 depending on the option selected.
Payment can be made by sending the completed Acceptance Form together with a cheque or bank
cheque for the appropriate amount to any of the following:

0] Botry-Zen Limited
c/- Link Market Services Limited
P O Box 384
Ashburton 7740
New Zealand,;

(i) any Primary Market Participant; or
(i)  any other channel approved by NZX,

so as to be received by Link Market Services Limited in Ashburton no later than 5pm on Monday,
30 April 2007.

If a Shareholder fails to pay the appropriate amount by 5pm on Monday, 30 April 2007, the Shareholder’s
entittement to participate in the Offer lapses.

There is no “cooling-off” period in which Shareholders can change their minds once the Acceptance
Form has been lodged.

What are the charges?

There are no charges payable by Shareholders in connection with the Offer. All expenses or overheads
incidental to the Offer are being met by the Company.

A sale of New Shares (following issue and allotment) or Existing Shares will attract brokerage if they are
sold through a sharebroker. The rates of brokerage vary from broker to broker and may be dependent
on the value of the transaction.

What returns will | get?

A return on the New Shares may be derived by way of dividend or capital gain (in the case of the latter,
either on a sale of the New Shares or upon the distribution of assets in the liquidation of the Company).
The Company does not currently pay dividends. The Company’s policy is to begin paying dividends
when it has established consistent profitability. This policy will not change as a result of the Offer. The date
of any payment of dividends or capital gain is unknown.

The key factors which will determine the returns (whether by way of dividend or capital gain) will be
the success of the Board and management in consolidating the Dunedin plant operation, existing and
new product refinement, the expanded development of market opportunities within New Zealand and




Germany/Austria (which, over the short term at least, is largely dependent on the Company securing
access to sufficient additional working capital) and, ultimately, the full commercialisation of BOTRY-

Zen and ARMOUR-Zen in the New Zealand market and key international markets. Returns will also be
influenced by general economic factors such as interest rates, exchange rates and general demand for
products of this type.

If the Board and management are successful in achieving the above objectives then the Directors are
confident that the Company’s trading prospects are good and that the Company will be able to trade
profitably. The level of such profits will largely depend on the level of sales and the scale of production the
Company can achieve, and the partnering opportunities the Company is able to enter into to achieve
full commercialisation over the longer term, none of which can be predicted with certainty. Shareholders
should read this statement in light of the risks noted below under the heading “What are my risks?”.

No return, in the form of dividend or capital gain, is guaranteed or promised by the Company and
enforceable by Shareholders. The dates and frequency at which capital gains in respect of the New
Shares will be either realised or reflected in the price of the Company’s shares, or dividends on New
Shares will be paid, are unknown. There is no guarantee that the value of the New Shares or Existing
Shares will increase and no person guarantees the New Shares being offered or any return on them.

The person legally liable to pay returns which are in the nature of capital gains on the New Shares and
Existing Shares will be the person who purchases the shares in the event of a sale, or the Company in the
event of a distribution upon the liquidation of the Company.

The Company is the party legally liable to pay any dividends which are declared by the Directors and
must pay any dividends to those persons appearing on the share register in proportion to their respective
shareholdings.

The imposition of tax may affect returns depending on the status of individual investors. If in doubt,
obtain professional advice. Any dividends will be subject to deductions of such withholding taxes as the
law requires.

What are my risks?

All investments carry risks. The principal risk for a Shareholder who subscribes for the New Shares is not
being able to recoup its initial investment or not receiving the returns described in the preceding section
because:

[2) the price at which the Shareholder is able to sell the New Shares is less than the price paid due to
changes in market circumstances and/or the Company’s performance;

[¢] the Shareholder is unable to sell the New Shares;

[2) the Company is placed in receivership or liquidation making it reasonably foreseeable that
Shareholders could receive none, or only some, of their initial investment; or

[2) the Company fails to generate sufficient profit in order to pay dividends.

In addition, share prices can be adversely affected by prevailing economic conditions irrespective of the
Company’s performance.

Over the short term, the key risk factor for the Company which could lead to the risks outlined above is
that the Company fails to secure sufficient working capital to allow it to fully continue with its business
objectives. Despite the Board and management’s best efforts, the Company’s working capital has
eroded at a greater rate than expected due to a combination of difficulties in the design, manufacture
and commissioning procedures for the Company’s plant and equipment and delays in product
registration impacting on the Company’s ability to market its products to the extent contemplated.

Over the short term it is clear that the risks of an investment in the Company have increased. The
Directors are of the opinion that the further reduction in the Company’s available working capital since
the last report to shareholders (and the potential for that trend to continue) could, in the absence

of the expected in-flow of funds from this Offer, materially adversely impact the continued trading of
the Company. Therefore, if the Company fails to secure sufficient working capital (for example, if the



Offer is not as successful as the Board contemplates, or if the Company’s working capital requirements
are greater than anticipated and the Company is unable to secure additional working capital from
other sources) then the Board would need to reassess whether the Company is able to continue in full
with its current business objectives, or whether some other action needs to be taken. In a worst-case
scenario, such action could potentially include a hibernation of the Company’s activities while further
capital is sought, or an orderly wind-up and sale of the Company’s business and assets. If this occurs it
is reasonably foreseeable that a Shareholder subscribing for New Shares will receive back less than the
issue price of the New Shares.

Over the medium to long term, the key risk factor for the Company which could lead to the risks outlined
above is consolidating the Dunedin plant operation, existing and new product refinement, the expanded
development of market opportunities within New Zealand and Germany/Austria and, ultimately, that the
full commercialisation of BOTRY-Zen and ARMOUR-Zen in the New Zealand market and key international
markets may prove more difficult, more time consuming, or costly than anticipated by the Board and
management or will fail to produce the sales revenue which the Board anticipates. The success of the
overall commercialisation process is therefore fundamental to the Company’s prospects.

While the appropriate manufacturing process trials have been completed it is not inconceivable that
unforeseen problems associated with operational aspects of running the factory or the successful long
term commissioning of key items of plant and equipment (most of which has not been commercially
utilised elsewhere before) will be encountered.

In addition to the Company’s factors outlined above, government policies and regulations in the
jurisdictions in which the Company operates and changes to such policies and regulations may affect
the value of a Shareholder’s investment in the Company.

Additional special trade factors and risks which may not be known or anticipated by the general public
and which could materially affect the prospects of the Company in relation to the above are:

Product Efficacy and Commerciality

[¢] Further scientific investigations may disprove the efficacy of BOTRY-Zen and/or ARMOUR-Zen or
identify adverse consequences that prevent or limit the commercial use of these products;

[¢] The Company will need to establish distribution channels for BOTRY-Zen and ARMOUR-Zen in its key
targeted markets. Failure to successfully establish effective distribution channels willimpact on the
Company’s ability to gain a market share in its target markets; and

[¢] While the Company may be able to commercialise BOTRY-Zen and ARMOUR-Zen and establish
effective distribution channels in the key targeted markets, the ultimate success of the Company
will depend on industry acceptance of these products thereby producing sufficient revenue to
ensure ongoing sustainable profitability.

Regulatory

[¢] BOTRY-Zen and ARMOUR-Zen are subject to a broad range of regulatory processes in the
Company’s target markets, ranging from production through to entitlement to sell. These
regulatory requirements differ from jurisdiction to jurisdiction and no assurance can be given
that either BOTRY-Zen or ARMOUR-Zen, or both, will satisfy all the regulatory requirements of the
Company’s targeted markets. Negative outcomes in this context (such as delays in obtaining
the registration(s) sought or an inability to obtain such registration(s) at all) could impact on the
Company’s ability to sell its products in the relevant market(s); and

[¢] Regulatory regimes by their nature are subject to change and this can impose significant additional costs.






