IMPORTANT INFORMATION
Investment decisions are very important. They often have long-term consequences. Read all documents carefully. Ask
questions. Seek advice before committing yourself.

Choosing an investment
When deciding whether to invest, consider carefully the answers to the following questions that can be found on the pages
noted below:
Page
What sort of investment is this?

16

Who is involved in providing it for me?

18

How much do I pay?

19

What are the charges?

19

What are the directors’ and promoters’ interests?

20

What returns will I get?

21

What are my risks?

22

Can the investment be altered?

26

How do I cash in my investment?

26

Who do I contact with enquiries about my investment?

27

Is there anyone to whom I can complain if I have problems with the investment?

27

What other information can I obtain about this investment?

27

Other material information?

28

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 one 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 five working days of your request. You must make the request at the
time the advice is given or within one month of receiving the advice.
In addition:
•

if an investment adviser has any conviction for dishonesty or has been adjudged bankrupt, he or she must tell you this
in writing; and

•

if an investment 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.
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CHAIRMAN’S LETTER
Dear Shareholder
On behalf of A2 Corporation’s Board, I am pleased to invite you to participate in a pro-rata renounceable Rights issue of A2
Corporation shares at an issue price of $0.05 per share. Shareholders as at 5:00 pm on 23 April 2004 may acquire 1 New
Share for every 2 shares held. A total of 60,362,500 New Shares will be issued in order to raise gross proceeds of
approximately $3.02 million. The Rights issue is underwritten by Forsyth Barr Group Limited.
The past 6 months have been a time of significant achievement and change for A2 Corporation after the tragic deaths last
year of co-founders and directors Dr Corran McLachlan and Howard Paterson. In September 2003, the Company appointed
an exclusive licensee in the USA and is excited by the prospects for sales of A2 Milk™ and related products in this market.
More recently, A2 Corporation has appointed an exclusive licensee for the Australian market and anticipates that
distribution to supermarkets in New South Wales and Queensland will commence shortly. A2 Corporation also sees
significant potential for A2 Milk™ and related products in certain European and Asian countries and is currently in early
stage discussions with potential partners for these markets.
Earlier this month, A2 Corporation shareholders approved a number of resolutions concerning the placement to the Hong
Kong based WF Asian Smaller Companies Fund Limited of 5 million shares at 10 cents per share; the elimination of the
Company’s dual class share structure; and the adoption of a new constitution. A2 Corporation now plans to list on the New
Zealand Exchange’s alternative market, the NZAX. The Directors of A2 Corporation believe that shareholders will benefit
from the enhanced governance and disclosure requirements of the NZAX relative to the unlisted market on which the
Company’s shares currently trade. The Directors also believe that the NZAX listing should increase the liquidity of the
Company’s shares and enhance A2 Corporation’s profile within the investment community.
A2 Corporation will use the proceeds of the Rights issue to aggressively pursue new licensing and business opportunities in
Europe and Asia and to continue day-to-day operations until it begins receiving a steady flow of royalties under its exclusive
license agreements for North America and Australia. Proceeds of the Rights issue, together with the proceeds of the
placment to the WF Asian Smaller Companies Fund Limited, will also be used to repay an overdraft and term loan facility
that A2 Corporation has with the BNZ, which is expected to be approximately $1.4 million by 30 April 2004. The loan facility
has been guaranteed by interests associated with the Company’s major shareholder Machin Investments Limited
(“Machin”), and the estate of Howard Paterson and has been used to temporarily fund the operations of the Company
whilst it restructured after the deaths of Corran McLachlan and Howard Paterson.
After the Rights issue, the directors will invite Messrs Cliff Cook and Greg Hinton to join the Board of A2 Corporation as
representatives of Machin, which has not had representation on the Board since the death of Corran McLachlan. At this
point I intend to retire as your chairman due to health reasons. The existing Board will be joined by Messrs Cook and Hinton
together with remaining directors Wayne Burt (a founding director along with Corran McLachlan and Howard Paterson,
representing the Company’s second largest shareholder), Grant Paterson (representing the Paterson family interests) and
Jock Allison. Cliff Cook and Greg Hinton will be required to stand for re-election at A2 Corporation’s next Annual Meeting.
The Rights issue has been underwritten by Forsyth Barr Group Limited. Machin and the Company’s other major
shareholders Lotus Biotechnology Limited and Silverpeaks Investments Limited have entered into irrevocable commitments
with A2 Corporation and Forsyth Barr Group Limited to subscribe for their entitlements under the Rights issue. Collectively,
these shareholders will subscribe for entitlements representing 36% of the Rights issue.
Shareholders should note that none of Forsyth Barr Group Limited, Machin, Lotus, Silverpeaks or WF Asian Smaller
Companies Fund Limited guarantees or undertakes any liability in respect of the New Shares.
The Rights have value and you should deal with them rather than letting them lapse. If you do not wish to purchase any or
all of the New Shares to which you are entitled, you may sell your rights on the NZAX. If you do nothing, not only will you
receive nothing for your Rights but your existing holding will be diluted. I encourage you to read this Offering Document,
which clearly sets out your options. If you are unsure about what to do or have questions about the Rights issue, you
should consult your sharebroker or other financial advisor as soon as possible.
The Board recommends this Rights offer to you and looks forward to your participation.
Yours faithfully

Jim Guthrie
Chairman
19 April 2004
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INVESTMENT HIGHLIGHTS
•

A number of studies1 have indicated that a protein component of ordinary cows’ milk, beta casein A1, and a protein
fragment derived from the normal digestion of beta casein A1, may present as risk factors for coronary heart disease,
type 1 diabetes, and the aggravation of symptoms associated with some neurological conditions, notably autism and
schizophrenia.

•

A2 Corporation owns and licenses intellectual property that enables the identification of cattle and the production of
milk that does not contain beta casein A1, so-called “A2 Milk™”.

•

A2 Corporation derives its revenues from the testing and identification of A2 cattle and a per litre royalty on the sale of
A2 Milk™ and related products.

•

In May 2003, A2 Corporation’s cornerstone patent was granted in the USA. This patent secures the rights to a DNA test
enabling the genotyping of cattle - the most accurate, high throughput and cost effective approach to establishing A2
herds and producing A2 Milk™.

•

In August 2003, A2 Corporation granted an exclusive license to IdeaSphere Inc. to market A2 Milk™ products in North
America. The Company expects A2 Milk™ to be available in US stores within 12 months.

•

In January 2004, A2 Corporation appointed A2 Dairy Marketers Pty Ltd (“A2DM”) as the exclusive licensee for A2 Milk™
products in Australia. Several of Australia’s major supermarket chains have indicated to A2DM that they will stock A2
Milk™. A2DM has already tested 3,000 cattle and expects to shortly commence distribution of A2 Milk™ to
supermarkets in northern New South Wales and southeast Queensland.

•

A2 Milk™ has already generated a significant amount of publicity in Australia arising from three prime time
documentaries screened by Channel 7 and the ABC over the past 2 years.

•

A2 Corporation now intends to aggressively pursue opportunities for A2 Milk™ products in Europe and Asia.

1 These studies are summarised and referenced under the heading “Science Review” in the “About A2 Milk” section of the Company’s website at
www.a2corporation.com/body/about_a2milk/science_review.html.
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TERMS OF THE OFFER
Issuer
The issuer of Rights and New Shares offered in this Offering Document is A2 Corporation Limited, a company registered
under the Companies Act, having its registered office at Level 10, Otago House, 475 Moray Place, Dunedin.

The Offer
New Shares in A2 Corporation are being offered on a renounceable basis at $0.05 per share. Shareholders registered in A2
Corporation’s Register of Shareholders as at 5:00 pm on 23 April 2004 may acquire 1 New Share for every 2 shares held. A
total of 60,362,500 New Shares will be issued. Each shareholder who is offered Rights to subscribe for New Shares may
renounce some of all of their Rights and trade them on the NZAX.

Purpose of the Offer
The gross proceeds of the Rights Issue will be approximately $3.02 million. Part of the proceeds will be used to repay an
overdraft and term loan facility that A2 Corporation has with the BNZ. The remainder of the proceeds will provide A2
Corporation with sufficient funds to pursue new opportunities in Europe and Asia and to continue its day-to-day operations
until the Company begins receiving a steady flow of royalties under its exclusive license agreements for North America and
Australia.

NZX Listing
A2 Corporation has applied to NZX for listing as an NZAX Issuer. All the requirements of NZX for Quoting of Securities, that
can be complied with on or before the date of distribution of this Offering Document, have been complied with. However
NZX accepts no responsibility for any statement in this Offering Document. NZX has authorised the NZX Sponsor, Forsyth
Barr Limited, to act in this Offer.
Quotation of the Existing Shares is expected to occur on NZAX on 21 April 2004. Quotation of the New Shares is expected to
occur on NZAX on 26 May 2004. Applicants should not attempt to sell New Shares until they know whether, and how many,
New Shares have been allocated to them. No persons associated with the Rights issue accept any liability or responsibility
should a shareholder attempt to sell or otherwise deal with New Shares before confirmation of their allotment is received.

Acceptance of the Offer or Sale of Rights
Shareholders are referred to the section “Action Required By Shareholders” on page 8 of this Offering Document. A
properly completed Renunciation and Acceptance Form, together with payment of the issue price of $0.05 per share, must
be received by the registry no later than 5:00 pm on 21 May 2004.
Shareholders may not apply for any New Shares in excess of the number printed on the Renunciation and Acceptance Form.
However additional New Shares may be acquired by purchasing Rights on the NZAX and exercising those Rights.

Underwriting
The Rights issue is underwritten by Forsyth Barr Group Limited to the amount of $3,018,125. New Shares not taken up or
renounced by shareholders will be taken up by the Underwriter. The main terms of the underwriting agreement are
summarised on page 29.
The Company’s three largest shareholders (Machin Investments Limited, Lotus Capital Biotechnology Limited and
Silverpeaks Investments Limited) have entered into irrevocable commitments with A2 Corporation and Forsyth Barr Group
Limited to subscribe for their entitlements under the Rights issue. Between them, these major shareholders will subscribe
for entitlements representing 36% of the Rights issue, or $1,089,074.
None of Forsyth Barr Group Limited, Machin, Lotus or Silverpeaks guarantees or undertakes any liability in respect of the
New Shares.
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Rights Trading
Rights may be renounced, in whole or in part, in favour of any person. The Rights will be quoted and may be traded on the
NZAX. Quotation of Rights on the NZAX commences on 26 April 2004 and will cease at 5:00pm on 19 May 2004.
Application has been made to NZX to list the Rights and the New Shares being offered on the NZAX, and the listing
requirements of NZX than can be complied with on or before the date of distribution of this Offering Document, have been
complied with. However NZX accepts no responsibility for any statement in this Offering Document.

Allotment
The New Shares will be allotted, and FASTER/shareholding statements will be issued and mailed as soon as practicable
after the Rights issue closes, intended to be no later than 28 May 2004.

Dividends and Voting
The New Shares offered will, when issued, rank equally in all respects, including as to dividends and voting, with the
Existing Shares.

Overseas Investor Statement
No person outside New Zealand who receives a copy of this Offering Document or a Renunciation and Acceptance Form may
treat either of them as an offer or invitation to subscribe for New Shares unless an offer or invitation to subscribe could
lawfully be made to that person in the relevant territory. Any person outside New Zealand wishing to subscribe for New
Shares must satisfy themselves as that to do so is in full observance of the laws of their jurisdiction. The Company strongly
recommends such persons consult their professional advisers to assist with that assessment. The Company reserves the
right to refuse to issue New Shares if it believes to do so would breach legal and/or regulatory requirements in a
subscriber’s jurisdiction.
In accordance with a waiver from compliance with clause 7.3.4 of Appendix 1 to the NZAX Listing Rules granted by the
Market Surveillance Panel of the NZX, the offer of New Shares may not be extended to shareholders whose registered
addresses are outside New Zealand if a shareholder in such a jurisdiction is not able to satisfy the Company that an issue
of New Shares does not satisfy legal and/or regulatory requirements in that jurisdiction. In respect of any such
shareholders, the Rights that those Shareholders would otherwise receive will be issued to a nominee who will endeavour
to sell those Rights, hold the proceeds on trust and account to such Shareholders for the proceeds.
Receipt of this Offering Document and/or Renunciation and Acceptance Form will not constitute an offer in any jurisdiction
outside New Zealand. The Company prohibits the sending of this Offering Document and any Renunciation and Acceptance
Form into any such jurisdiction.
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OFFER TIMETABLE
A2 Corporation shares list on the NZAX

21 April 2004

Record date for the calculation of entitlements (5.00pm)

23 April 2004

Existing shares quoted “ex-Rights” on the NZAX

26 April 2004

Opening day of offer, Rights trading commences on NZAX,

26 April 2004

letters of entitlement sent to shareholders
Rights trading on the NZAX ceases

19 May 2004

Closing date for receipt of acceptances and renunciations with payments due

21 May 2004

Allotment of New Shares and mailing of shareholding statements,
New Shares commence trading on NZAX

26 May 2004
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ACTION REQUIRED BY SHAREHOLDERS
Accompanying this Offering Document is a Renunciation and Acceptance Form showing the number of New Shares to which
you are entitled. You may take one of the following actions:
•

Accept your entitlement in full;

•

Sell your entitlement in full;

•

Sell part of your entitlement and accept the balance or allow the balance to lapse; or

•

Do nothing.

IF YOU DO NOTHING YOUR RIGHTS WILL LAPSE AND YOU WILL GET NOTHING FOR THEM, AND THE PROPORTION OF YOUR
SHAREHOLDING WILL BE DILUTED.
Set out below are instructions on how to take the actions set out above.

To Accept Your Entitlement In Full
To accept your full entitlement of New Shares, you must:
•

complete and sign the enclosed Renunciation and Acceptance Form, following the instructions on the reverse of that
form;

•

attach your cheque or bank draft in New Zealand dollars for the amount required to be paid, made payable to A2
Corporation Limited and crossed ‘Not Transferable’; and

•

using the reply paid envelope, forward your completed Renunciation and Acceptance Form and your cheque or bank
draft to:
A2 Corporation Limited
C/- BK Registries Limited
PO Box 384
Ashburton

Alternatively send it to any NZX Firm or the Lead Manager in time to be forwarded to the Registrar by 5:00pm New Zealand
time on 21 May 2004.
FOR APPLICATIONS TO BE VALID, RELEVANT DOCUMENTATION, PROPERLY COMPLETED, MUST BE RECEIVED BY THE
REGISTRAR NO LATER THAN 5:00 PM NEW ZEALAND TIME ON 21 MAY 2004. APPLICATIONS CANNOT BE REVOKED OR
WITHDRAWN.

8

To Sell Your Entitlement In Full
To sell (or renounce) your full entitlement of New Shares, you should instruct any NZX Firm to sell your rights during the
rights trading period.
IF YOU WISH TO SELL YOUR RIGHTS, YOU MUST DO SO BEFORE RIGHTS TRADING ON THE NZAX CEASES ON 19 MAY 2004.

To Sell Part of Your Entitlement and Accept the Balance
You may sell (or renounce) your Rights to part of your entitlement and accept the balance. To do so, you will need to
complete the following:
•

Instruct any NZX Firm to sell the number of Rights you wish to renounce. Rights may only be traded until
19 May 2004.

•

Complete and sign the enclosed Renunciation and Acceptance Form for the number of New Shares you wish to accept,
following the instructions on the reverse of that form.

•

Attach your cheque or bank draft in New Zealand dollars for the amount payable for the number of New Shares applied
for, made payable to A2 Corporation Limited and crossed ‘Not Transferable’, and forward to the Registrar, BK Registries
in the reply paid envelope provided.

IF YOU WISH TO SELL SOME OF YOUR RIGHTS, YOU MUST DO SO BEFORE RIGHTS TRADING ON THE NZAX CEASES ON 19
MAY 2004. IF YOU NEED ANY ASSISTANCE YOU SHOULD CONTACT THE SPONSORING BROKER, AN NZX FIRM, OR YOUR
INVESTMENT OR LEGAL ADVISER. APPLICATIONS CANNOT BE REVOKED OR WITHDRAWN. IF THE REGISTRAR RECEIVES, ON
OR BEFORE 21 MAY 2004 BOTH AN INSTRUCTION TO SELL (RENUNCIATION) AND A COMPLETED RENUNCIATION AND
ACCEPTANCE FORM IN RESPECT OF THE SAME RIGHTS, THE RENUNCIATION WILL BE GIVEN EFFECT IN PRIORITY TO THE
ACCEPTANCE.
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OVERVIEW OF A2 CORPORATION’S BUSINESS
Overview
A2 Corporation was formed in 2000. The Company owns and licenses intellectual property that enables the identification of
cattle and the production of milk that does not contain beta casein A1, so-called “A2 Milk™”. A2 Corporation does not itself
produce A2 Milk™. Rather, the business model of the Company is to license its intellectual property to suitable partners in
a number of defined territories around the world. A2 Corporation receives royalty income from sales of A2 Milk™ products
and testing for A2 Milk™ producing cattle. Other principal activities of A2 Corporation include: the commissioning of
research to further investigate the Company’s hypotheses; and maintaining, protecting, and enhancing the patents, patent
applications and trade marks that make up the Company’s portfolio of intellectual property.

Research
For a review of the scientific literature regarding beta casein A1 and A2, go to “Science Review” in the “About A2 Milk”
section of the A2 Corporation website at www.a2corporation.com/body/about_a2milk/science_review.html.
A number of studies have indicated that beta casein A1, a protein component of ordinary cows’ milk, may present as a risk
factor for coronary heart disease and type 1 diabetes. Beta casein A1 is one of two major variants of the beta casein gene
present in bovine populations, the other is beta casein A2. By selecting animals carrying only the A2 variant of beta casein,
milk and milk products can be produced that exclude beta casein A1, so avoiding the implicated risks associated with
consumption of this protein.
The research that led to the formation of A2 Corporation involved epidemiological studies correlating consumption of
specific milk proteins with the occurrence of a number of diseases. Dr Corran McLachlan analysed a large amount of data,
which revealed a strong correlation between the consumption of beta casein A1 and the incidences of both heart disease
and type 1 diabetes. The results of this analysis were published in 2001.2 This reported link is further supported by a
number of other published studies centring on Scandanavian contries3,4 and regions within Germany5.
Definitive causal links between beta casein A1 consumption and human disease have not been published. However there is
sufficient evidence to indicate that the digestion of beta casein A1 greatly favours the yield of the bioactive protein fragment
known as BCM-7 (relative to consumption of beta casein A2). A number of published studies6 have implied the involvement
of BCM-7 in: biological effects involved in the development and progression of arterial damage, leading to heart disease;
the onset of type 1 diabetes; and the aggravation of symptoms associated with some neurological conditions, notably
autism and schizophrenia.
In an effort to further investigate the observed relationship between beta casein A1 consumption and heart disease
following vascular damage, A2 Corporation commissioned research investigating the differential effect of beta casein A1
and A2 consumption.
The results of the first study, a rabbit feeding trial, have recently been published in the journal Atherosclerosis. 7 This study,
conducted at the Wesley Research Institute in Brisbane and overseen by Professor Julie Campbell, one of Australasia’s
leading heart disease scientists, reported significant results. The project sought to measure parameters known to be
associated with vascular damage and also to characterise visually arterial damage, induced by beta casein A1 and A2
feeding with reference to control and cholesterol fed groups. Results suggest that the consumption of milk protein devoid
of the A1 variant of beta casein, (i.e. A2 Milk™), appeared to lower the levels of serum cholesterol, LDL, HDL, and triglyceride (all recognised as risk factors for heart disease) in comparison to control and ‘A1 casein’ fed animals. Furthermore,
histological analysis of arteries indicated that consumption of milk proteins excluding beta casein A1 reduced damage
normally caused by high levels of serum cholesterol, whereas damage observed following feeding of beta casein A1
appeared comparative to that induced by cholesterol and showed a cumulative effect when coupled together. The
conclusions drawn from the rabbit feeding trials support the hypothesis of a connection between consumption of A1 beta
casein and the biological effects that lead to heart disease, and indicate that milk proteins containing A2 beta casein are
artheroprotective against cholesterol-induced arterial damage.
A second animal study commissioned by A2 Corporation is being performed at the Howard Florey Institute in Melbourne,
Australia. This study aims to segregate two reported distinctive biological characteristics associated with the protein
fragment BCM-7. The investigation involves the ApoE (-/-) mouse model of vascular disease, an animal with a compromised
ability to handle LDL (cholesterol carrier). This animal model is commonly used in experimentation relevant to human
heart disease. Noting that LDL oxidation and subsequent uptake is hypothesised to be the BCM-7 damage pathway, and
BCM-7 may elicit an opioid (morphine-like) effect on vascular tissue, analysis was performed on both arterial damage and
‘fitness’. Preliminary data generated by this study lends insight into the possible pathways associated with a confirmed
biological difference between ingested A1 and A2 beta caseins. A2 Corporation is planning further work to consolidate the
preliminary observations and to further elucidate the biological pathways and mechanisms involved.
2 McLachlan, C. N. S. 2001. Beta-Casein A1, ischaemic heart disease mortality, and other illnesses. Medical Hypotheses. 56(2), 262-272.
3 Birgisdottir, B. E., Hill, J. P., Harris, D. P., Thorsdotter. 2002. Variation in consumption of cow milk proteins and lower incidence of Type 1 diabetes in Iceland vs the other 4 Nordic countries.
Diab.Nutr. Metab. 15:240-245
4 Birgisdottir, 2003. Doctoral Thesis. Influence of Nutrition on prevention of diabetes mellitus. University of Iceland.
5 Wasmuth HE, Rosenbauer J, Elliot RB, McLachlan C, Erhardt G, Giani G, Kolb H. beta-Casein A1 consumption and incidence of Type 1 diabetes in Germany. Diabetologia (1999) 42 [Suppl 1];A88
6 See “Science Review” in the “About A2 Milk” section of the Company’s website at www.a2corporation.com/body/about_a2milk/science_review.html.
7 Tailford KA, Berry CL, Thomas AC, Campbell JH. 2003. A casein variant in cow’s milk is atherogenic. Atherosclerosis. 170(1):13-19.
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A third study comparing the effects of the consumption of A1 and A2 beta caseins in human subjects at high risk of
cardiovascular disease is currently underway at the Baker Institute in Melbourne. This study involves volunteers partaking
in a blinded 12 week trial in which they consume, in the form of a ‘diet shake’, either A1 or A2 beta casein daily for six weeks
prior to alternating to the second diet shake. The trial has encountered a number of delays including the formulation of
appropriate diets for the study, the highly involved trial and analysis procedure not being adhered to by participants for the
duration, and a change in personnel at key time points. Once preliminary data from the trial has been compiled and
analysed, A2 Corporation intends to extend the trial to qualify what has been observed, with a focus on parameters
identified and characterised in both animal studies.
Research conducted in the USA has shown that the complete removal of casein milk protein and gluten (from grains, which
also produces an opioid with similar physiological effects to BCM-7) from the diet of autistic and schizophrenic children
significantly improves behaviour over time. After 6 to 12 months most of the patients were close to normal behaviour8. This
is in agreement with the many reports which have been received by A2 Corporation, where parents have contacted the
Company having been excited about the improvement in behaviour of their autistic children upon switching to A2 Milk™.
A2 Corporation firmly believes that the current evidence is sufficient to warrant the public availability of A2 Milk™ so that
the consumer can choose to avoid the consumption of beta casein A1. A2 Corporation acknowledges however the need for
further research. Currently the Company is planning further animal and human clinical trials to examine observations
derived from the studies described above.

Intellectual Property
The ability of A2 Corporation to generate revenue via licensing is dependent to a large extent on its patents and trade
marks. The Company will therefore continue to devote significant resources towards maintaining and further developing its
patent and trade mark portfolios, while at the same time enforcing its intellectual property rights against infringers, if
appropriate.
A2 Corporation has an interest in certain beta casein related patent rights, which are supported by epidemiological data
and by research carried out on beta casein and beta casein derived bioactive peptides. The most important patent claims
relate to (i) methods for selecting cattle to form a herd that produces milk free of beta casein A1; and (ii) beta casein A2
Milk™ products having non-diabetogenic and non-atherogenic properties. In addition to these patent rights, A2
Corporation is also the proprietor of a number of A2-related trade marks.
One series of patents and patent applications is jointly owned by A2 Corporation and Fonterra. Of this series, patents have
been granted in New Zealand, Australia and the United States, but patent applications are still pending in Europe, Canada,
Finland and Norway. An additional patent application is also pending in the United States. A2 Corporation believes that the
most important aspect of these patents and patent applications is a method of producing milk that is non-diabetogenic by
identifying and selecting cows through the phenotypic analysis of the milk produced by the cows. The patents also claim
other aspects of A2 Milk™ technology as it relates to diabetes.
A second series of patents and patent applications is solely owned by A2 Corporation and relates to the prevention and
treatment of coronary heart disease. The principal patent claims are directed to a method of genetically selecting cows and
bulls to form and maintain a herd by genotyping the cows via a DNA test and obtaining milk free of beta casein A1. This
series also claims beta casein A1-free milk products produced by the genotyping method. A2 Corporation regards these
patent rights as a cornerstone to its intellectual property portfolio because it enables the comprehensive genotyping of
cattle, thus providing the most accurate, high throughput and cost effective approach to establishing A2 herds and to
producing A2 Milk™. The United States patent has been granted. Patent applications are pending in New Zealand,
Australia, Europe, and Canada, as well as an additional two patent applications in the United States. The New Zealand
patent application is being opposed by Fonterra.
The patent applications described above control the only feasible methods of converting a mixed herd (which produces
mixed milk containing beta casein A1 and beta casein A2) to a herd producing pure A2 Milk™. A2 Corporation has
developed a cheap and effective high throughput DNA testing system to determine if a cow carries the beta casein A1 gene.
A hair or blood sample is taken from the cow and sent to a testing laboratory licensed by the Company. The farmer receives
results in approximately 2 - 3 weeks.
A2 Corporation is currently pursuing further patent rights relating to beta casein A2 technology. These include fortified
dietary supplements free of beta casein A1, alternative animal genotyping methodology, and the relationship between the
beta casein content of milk and its fatty acid content.

8 Cade R, Privette M, Fregly M, 2000. Autism & Schizophrenia: Intestinal Disorders. Nutritional Neuroscience, 3: 57-72.
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Business Model
The business model of A2 Corporation is to license Company’s intellectual property to the most suitable partners in various
territories around the world. The Company will then derive its revenues from the testing and identification of A2 Milk™
producing herds and from royalties derived from the sale of A2 Milk™ and related products. Initially, revenues from testing
will contribute a significant portion of the Company’s total revenues. However, as A2 herds become established in various
territories, testing revenues will diminish in favour of royalties from the sale of A2 Milk™ and related products.
A2 Corporation intends to grant licences in a given geographical territory to companies with demonstrated marketing
expertise and with sufficient scale to cover that territory. The licensing model requires the licensee to be responsible for
signing up farmers with A2 herds and processors for the milk produced by those herds, negotiating agreements with
retailers, and marketing A2 Milk™ and related products within the territory. The licensee pays A2 Corporation a royalty for
every litre of A2 Milk™ sold in the territory and is required to satisfy ongoing minimum milk volume and royalty payment
criteria.
A2 Corporation will license herd-testing providers in each territory. The responsibilities of the testing providers will include
sending sample kits and testing instructions to farmers, collecting samples from farmers, genotyping samples and advising
farmers of the results, collecting payment and maintaining a database of all A2 cattle in the territory. Approximately 25% 30% of Holstein Friesian cattle produce only A2 Milk™ (this figure rises to approximately 50% in Jersey cattle and 90% + in
Guernsey cattle). 9,10,11 Initially dairy farmers will therefore need to test three to four cows for every A2 cow identified.
In order to preserve the reputation of the A2 brand and trade marks, A2 Corporation will maintain an ongoing quality
assurance programme involving regular testing of the products produced by its licensees. This will be in addition to the
internal quality assurance programmes that licensees are required to perform as a condition of their licences. A2
Corporation has the ability to suspend or terminate licensees if licensees do not satisfy the Company’s quality
assurance parameters.

Marketing Strategy
A2 Milk™ and related products will be positioned as premium, value-added products based upon positive differentiation
due to the perceived health benefits of beta casein A2. The premium attached to A2 Milk™ should ensure that farmers and
processors can be compensated for the additional costs involved in producing A2 Milk™.
A2 Corporation will work with each of its licensees to develop a marketing plan for each territory. The licensees will be
responsible for implementing and funding the marketing strategies adopted in their territory. A2 Corporation will provide
its licensees with regular information regarding relevant science and research. A2 Corporation will work closely with its
licensees to facilitate their understanding and communication of the science behind A2 Corporation’s intellectual property.
The Company will work to ensure that information about A2 Milk™ is communicated to consumers by the most accurate yet
most compelling and comprehensible means possible.
A2 Corporation will also work to ensure that its licensees do not promote A2 Milk™ by denigrating standard milk. A2
Corporation firmly believes milk to be a source of nutrition essential to most people. However, the Company believes that
consumption of A2 Milk™ provides all the beneficial nutritional effects of milk, whilst diminishing greatly any potential
deleterious health effects from normal milk consumption due to beta casein A1 and BCM-7.

New Zealand Market
In May 2001, A2 Corporation granted an exclusive license to market A2 Milk™ and related products in New Zealand. The
licensee did not bring A2 Milk™ to market in the required timeframe, and their period of exclusivity lapsed in February
2002. A2 Corporation subsequently appointed several non-exclusive licensees and A2 Milk™ was released onto the New
Zealand market in April 2003. However at this stage, neither these licensees nor A2 Corporation had the resources to
support advertising and marketing campaigns to maintain and drive consumers’ “front of mind awareness” for A2 Milk™,
and initial sales forecasts were not met.
A2 Corporation currently has three licensees producing and selling A2 Milk™ in parts of the North Island of New Zealand,
including Auckland and Wellington. Sales volumes continue to grow rapidly, albeit off a small base. The focus over the
coming year will be towards increasing distribution within the country to include all of the major centres in the North Island
and to commence and then extend distribution in the South Island
A2 Corporation believes that the New Zealand market is important for a number of reasons, however it will never be
significant from a revenue perspective when compared to other potential markets for A2 Milk™. Consequently, A2
Corporation’s primary focus has now shifted to the more lucrative offshore markets. The Company is however determined
to maintain a strong local profile because it sees significant opportunities to sell A2 Milk™ powders and other products
into markets that import most of their milk (such as Korea, Philippines and Singapore) and for A2 Milk™ powders to be
incorporated into infant formulas and nutritional supplements. New Zealand is the ideal country from which to produce and
export these A2 Milk™ products. A strong local profile will also assist in recruiting for future clinical research that A2
Corporation intends to conduct in New Zealand.
9 Grosclaude, F. 1988. Le Polymorisme genetique des principales lactoproteines bovines. INRA
Rod. Anim. 1(1) 5-17.
10 Ng-Kwai-Hang K.F. (1998) Genetic polymorphism of milk proteins: relationships with production traits, milk composition and technological properties. “Canadian Journal of Animal Science”,
78(Suppl.1), 131-147.
11 Van Eenennaam, A & Medrano, J F.. 1991. Milk protein polymorphisms in California. Journal of Dairy Science. 74(5): 1730-1742.
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Australia
A2 Corporation has identified Australia as a market with significant potential for A2 Milk™, due largely to the fact that there
is already a high degree of consumer awareness of the product arising from three prime time documentaries screened by
Channel 7 and the ABC in 2003 and 2004.
A2 Milk™ was first launched in New South Wales, Australia in March 2003. In January 2004, A2 Corporation appointed A2
Dairy Marketers Pty Ltd (“A2DM”) as the exclusive licensee for A2 Milk™ and related products in Australia. A2DM has
already begun the roll-out of A2 Milk™ in small food stores in capital cities. Several of Australia’s major supermarket
chains, including Woolworths/Safeways, Coles, Bi-Lo and Action, have indicated to A2DM that they will stock A2 Milk™
through northern New South Wales and south-east Queensland. A2DM has already tested 3,000 cattle in south-east
Queensland and expects to commence distribution of A2 Milk™ to these supermarkets in the first half of 2004.
A2 Corporation has recently appointed AgGenomic Pty Ltd to perform genetic tests for A2 Milk™ producing animals in
Australia.

North America
In September 2003, A2 Corporation announced that it had granted an exclusive license to IdeaSphere Inc. to market A2
Milk™ products in North America. The license agreement requires IdeaSphere to make minimum royalty payments to A2
Corporation of US$500,000 in the first year and US$2.0 million in the second year. Due to the logistics required to
implement an infrastructure to support a large-scale A2 Milk™ initiative, the Company believes that it may take a further 12
months to bring A2 Milk™ onto retail shelves in the United States.
In addition to royalty revenue, A2 Corporation will also receive revenues from testing. IdeaSphere currently expects to
commence testing herds in the USA in 2004. A2 Corporation expects IdeaSphere to test at least 50,000 cattle over the next
two years. A2 Corporation has recently appointed US laboratory GeneSeek Inc. to perform these tests exclusively in
Northern America. GeneSeek will be responsible for collecting testing revenues from farmers and remitting royalty
payments to A2 Corporation.
A2 Corporation believes IdeaSphere to be the best possible partner to bring A2 Milk™ products to North American
consumers. IdeaSphere markets a full range of natural and organic products, including foods, beverages, nutritional
supplements and personal and home care products and health information through traditional retail and online channels. It
recently acquired the Twinlab brand, a leading manufacturer of nutritional supplements and related products in the USA,
with annual sales of more than US$100 million. It is also an equity owner of Rebus LLC, a 25-year-old publisher of consumer
health, nutrition and science information and creator of the UC Berkley Wellness Letter and the Johns Hopkins Health After
50 newsletter.
Chairman and CEO of IdeaSphere, David Van Andel, is also a board member of Alticor, formerly the Amway Corporation,
which was co-founded by his father, Jay Van Andel with his partner Richard DeVos. IdeaSphere’s executive management
includes Bill Nicholson, the former Chief Operating Officer of Amway Corporation and Anthony Robbins, the best-selling
author and personal development expert.

Europe
After North America, A2 Corporation has identified its next most important market as Europe. Due to its regional
differences, it is unlikely that A2 Corporation will enter into an exclusive licence agreement for the whole of Europe. Rather
A2 Corporation plans to enter into several quasi-exclusive license agreements focussing on specific territories within
Europe with partners with the ability to fulfil a role similar to that performed by IdeaSphere in the USA. A2 Corporation is in
the process of approaching identified suitable European partners.

Asia
A2 Corporation does not have patent protection in most Asian markets. Consequently it will be difficult to find paying
licensees in these markets. However the Company believes that there are significant opportunities to sell A2 Milk™ and
related products, and in particular A2 Milk™ powder and A2 UHT Milk, into those Asian countries that import most of their
milk products.
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Drivers of Future Performance
A2 Corporation believes the following are the key factors likely to influence its future performance:
•

The degree of consumer acceptance of, and consumer demand for, A2 Milk™ products in various markets, but
particularly in the USA and Europe.

•

The ability of IdeaSphere to generate sales of A2 Milk™ products in the USA.

•

The ability of A2DM to generate sales of A2 Milk™ products in Australia.

•

The ability of A2 Corporation to enter into licence agreements with suitable partners in Europe, and the success of those
licensing arrangements.

•

The continuation of positive publicity for A2 Corporation and A2 Milk™ products in the international media.

•

The release of results from research studies, whether commissioned by A2 Corporation or by other parties, which
support the Company’s hypotheses regarding beta casein A1 and A2.
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EFFECT OF THE RIGHTS ISSUE ON A2 CORPORATION
The total gross proceeds of the Rights issue will be $3,018,125. The net proceeds after providing for underwriting and other
issue expenses are estimated to be $2,762,581. These proceeds, together with the net proceeds of $490,000 from the
recent share placement to WF Asian Smaller Companies Fund Limited, will be applied to the repayment of the $625,000
term loan with the BNZ and the repayment of A2 Corporation’s overdraft with the BNZ, which is projected to be $780,000 by
30 April 2004.
The Board considers that the remaining proceeds of $1,847,581 will provide A2 Corporation with sufficient funds to pursue
new opportunities in Europe and Asia and to continue its day-to-day operations until the Company is receiving a steady
royalty stream from its licensees, and in particular, IdeaSphere Inc.
As a result of the Rights issue, shareholders’ equity will increase by $2,762,581. The number of shares on issue will
increase by 60,362,500 from 191,450,000 to 251,812,500. For those shareholders who take up their entitlements to New
Shares in full, the Rights issue has no dilutionary effect on their present economic interests, or proportion of voting rights,
in the Company. Those shareholders who fail to take up their entitlements (either in whole or in part) will suffer a dilution
of such interests and rights.
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ANSWERS TO IMPORTANT QUESTIONS
The disclosures in this section appear in the order specified by the Securities Act (NZX-NZAX Market) Exemption Notice
2003.

WHAT SORT OF INVESTMENT IS THIS?
Description of Securities Offered
Shareholders are being offered the opportunity to subscribe for further ordinary shares (the “New Shares”) in A2
Corporation Limited. The number of New Shares being offered is 95,725,000. Machin Investments Limited has however
undertaken not to take up or renounce 35,362,500 of the Rights to which it is entitled. Therefore the number of New Shares
issued will be 60,362,500. These New Shares will be issued at an issue price of 5 cents per share to raise a total of
$3,018,125. Shareholders can subscribe for these New Shares on the basis of an entitlement to 1 New Share for every 2
ordinary shares that they hold at 5 p.m. on the Record Date 23 April 2004.
The New Shares are being offered on a renounceable basis. Shareholders may accept their entitlements in full or in part. A
shareholder who does not wish to accept an entitlement may sell or transfer that entitlement. Alternatively, a shareholder
may elect to accept his or her entitlement in part and sell or transfer the remainder. If a shareholder does nothing, his or
her entitlement will lapse. Any New Shares not taken up under entitlements will be allocated to the Underwriter, as
described on page 17.
Each New Share ranks equally in all respects with all Existing Shares. This means the New Shares confer the following
rights on the holder:
•

the right to vote;

•

the right to participate in dividends on the same basis as all 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

•

the other rights conferred by A2 Corporation’s Constitution on its shareholders and the rights conferred by the
Companies Act 1993 on shareholders generally.

Background to Recent Share Restructuring and Impact on this Offer
Up until two days before listing on the NZAX, A2 Corporation’s share capital comprised 20,422,059 fully paid ordinary A
Shares, and 120,725,000 fully paid ordinary B Shares. Machin Investments Limited (“Machin”) was the sole holder of all
the A Shares. The constitution of A2 Corporation entitled the holder of the A shares to a number of entrenched rights to
which the holders of the B Shares were not entitled. In summary, these entrenched rights were:
•

an entitlement to 15% of the total voting rights on any poll and 15% of all distributions to shareholders;

•

the right always to hold 15% of the shares in A2 Corporation; if A2 Corporation issued further shares, it would for no
additional consideration whatsoever issue sufficient fully paid A Shares so that the A Shares represented 15% of the
total number of shares in A2 Corporation; and

•

the A shareholders were able to appoint one director to the Board of A2 Corporation.

At a special meeting of shareholders of A2 Corporation held on 14 April 2004; the A and B shareholders passed special
resolutions revoking the existing constitution, and adopting a new constitution, as from 2 days prior to the Companys
listing on the NZAX. That new constitution is one that is compliant with the NZAX Listing Rules. Under A2 Corporation’s
new constitution, all shares rank pari passu in all respects. This meant that the A shareholder lost the benefit of the
entrenched rights described in the preceding paragraph.
In addition to agreeing to give up its entrenched rights as described above, the A shareholder (Machin) further agreed to:
•

give up its contractual right to fully paid B Shares equivalent to 5% of the total paid up capital of A2 Corporation, which
were due to be issued when and if the therapeutic product claim in the Patent Application was granted in the USA and
the countries in the European Patent Office which allow therapeutic claims;

•

relinquish its contractual right to be paid NZ$100,000 by way of a capital payment on the occurrence described in
the previous bullet point; and
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•

transfer to A2 Corporation all the intellectual property rights in its name and procure the transfer of all the intellectual
property rights in the name of the estate of Dr CNS McLachlan.

The B shareholders resolved by special resolution: that Machin would be issued 20,422,059 shares in exchange for its A
Shares; and that Machin would be issued an additional 50,302,941 shares in consideration for Machin agreeing to the
abolishment of its rights as described in this section. In addition to its A shares, Machin held 20,000,000 B class shares.
Machin has given A2 Corporation undertakings that:
•

it will take up in full the 10,000,000 Rights associated with its original 20,000,000 B class shares, but will allow the
35,362,500 Rights associated with its other 70,725,000 shares to lapse; and

•

it will not sell or otherwise transfer any of its shares (that is, 90,725,000) pending completion of the Rights issue.

The net effect of the issue to Machin of additional shares is to increase Machin’s shareholding in A2 Corporation from
28.6% prior to the Rights issue to 40.0% after the completion of the Rights issue.

New Share Capital, Following Completion of Rights Issue
Upon completion of the Rights issue described in this Offering Document, A2 Corporation’s share capital will comprise
251,812,500 shares.
A2 Corporation has issued 6,775,000 options, 6,717,000 of which have been allocated but not yet exercised, and 58,000 of
which are not yet allocated. The exercise price of every option is 10 cents and all options must be exercised before 30
September 2008 or such later date as the directors might determine. If any of these options are exercised prior to the
Record Date, the number of Rights issued will be increased accordingly.
A2 Corporation’s current constitution can be viewed on the Companies Office website at www.companies.govt.nz under the
name of A2 Corporation Limited or may be found on A2 Corporation’s website www.a2corporation.com. For reference, the
Company’s previous constitution will also be available on the above website until completion of the Rights issue.

Maximum Number of Securities Offered
Assuming none of the options described in the previous section are exercised prior to the Record Date, the maximum
number of shares that could be issued pursuant to this offer is 95,725,000 shares. However, taking account of the fact that
Machin Investments Limited has given A2 Corporation its undertaking to allow 35,362,500 of the Rights to which it is
entitled to lapse, the maximum number of shares which will be issued pursuant to this Offer is 60,362,500 shares.
If any of the options described in the previous section are exercised prior to the Record Date, the number of Rights issued
will be increased accordingly. If all 6,717,000 of the allocated options were exercised prior to the Record Date, the number
of Rights issued would increase by 3,358,500. The maximum number of shares that could be issued pursuant to this offer
is therefore 60,362,500 + 3,358,500 = 63,721,000.

Underwriting Arrangements
Forsyth Barr Group Limited is underwriting this Rights issue to the amount of $3.02 million, which is the gross proceeds
that will be raised from the exercise of 60,362,500 Rights at 5 cents each.
The Company’s three largest shareholders (Machin Investments Limited, Lotus Capital Biotechnology Limited and
Silverpeaks Investments Limited) have entered into irrevocable commitments with A2 Corporation and Forsyth Barr Group
Limited to subscribe for their entitlements under the Rights issue. Collectively, these shareholders will subscribe for
entitlements representing 36% of the Rights issue, or 21,781,485 Rights. This leaves a total of 38,581,015 Rights as the
maximum possible shortfall to be picked up by the Underwriter. Forsyth Barr Group Limited anticipates entering into
sub-underwriting arrangements with certain entities.
None of Forsyth Barr Group Limited, Machin, Lotus or Silverpeaks guarantees or undertakes any liability in respect of the
New Shares.
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Principal Activities of A2 Corporation
A2 Corporation was formed in 2000. The Company owns and licenses intellectual property that enables the identification of
cattle and the production of milk that does not contain beta casein A1, so-called “A2 Milk™”. A2 Corporation does not itself
produce A2 Milk™. Rather, the business model of the Company is to license its intellectual property to suitable partners in
a number of defined territories around the world. A2 Corporation receives royalty income from sales of A2 Milk™ products
and testing for A2 cattle. Other principal activities of A2 Corporation include: the commissioning of research into the
differential effects between beta casein A1 and beta casein A2 consumption; and maintaining, protecting, and enhancing
the patents, patent applications and trade marks that make up the Company’s portfolio of intellectual property.

WHO IS INVOLVED IN PROVIDING IT FOR ME?
The Issuer
The issuer is A2 Corporation Limited (“A2 Corporation”), which was incorporated under the Companies Act 1993 on the 17th
day of February 2000, registration number 1014105, having its registered office at Level 10, Otago House, 475 Moray Place,
Dunedin. A public file relating to the incorporation or registration of A2 Corporation can be viewed on the Companies Office
website at www.companies.govt.nz under the name of the Company. Where relevant documents are not available on the
website, a request for the documents can be made by contacting Searchlink at info@searchlink.co.nz.
Directorate and Advisers

Directors
James Kempster Guthrie (Chairman) BA, LLB
45 Irvine Road
The Cove
Dunedin

Wayne Leonard Burt, BA (Hons), PhD
16 Pelham Crescent
London
SW72NR
England

Richard Grant Paterson
137 Portobello Road
Vauxhall
Dunedin

Arthur John Allison, ONZM, PhD,
M Agr Sc (Hons), B Agr Sc
5 Arthur Street
Dunedin

Clifford James Cook
7 Castle Drive
Epsom
Auckland
(To be appointed after the Rights issue)

Gregory Paul Hinton, BCom
52a Arney Crescent
Remuera
Auckland
(To be appointed after the Rights issue)

Auditors

Bankers

Ernst & Young
PO Box 2091
Christchurch

Bank of New Zealand
Dunedin

Share Register

Solicitors

BK Registries Limited
PO Box 384
Ashburton

Anderson Lloyd Caudwell
Private Bag 1959
Dunedin

Lead Manager & NZX Sponsor

Underwriter of the Offer

Forsyth Barr Limited
Level 9 Forsyth Barr House
The Octagon
Dunedin.

Forsyth Barr Group Limited
Level 9 Forsyth Barr House
The Octagon
Dunedin.

The Rights issue is underwritten by Forsyth Barr Group Limited, as detailed under the heading Underwriting Arrangements
on page 17.
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Subsidiaries
A2 Corporation has no subsidiaries.

Top 10 Shareholders (as at 14 April 2004)

# Shares
1
2
3
4
5
6
7
8
9
10

Machin Investments Limited
Lotus Capital Biotechnology Ltd
Silverpeaks Investments Ltd
Forbar Custodians Limited
Marint Limited
WF Asian Smaller Companies Fund
Raewyn Hall
JM Dunn & GF Dunn & JL Armstrong
AL Ryall & JM Ryall & SA Carwardine
Tarlogie Investments Ltd
Sub-Total
Others
Total Shares on Issue

90,725,000
15,710,220
7,852,750
5,040,000
5,000,000
5,000,000
2,219,810
1,500,810
1,500,000
1,375,000
135,923,590
55,526,410
191,450,000

None of the persons detailed in the table above guarantees or undertakes any liability in respect of the New Shares.

HOW MUCH DO I PAY?
Moneys Payable by Subscribers
The issue price for the New Shares offered by A2 Corporation to shareholders is $0.05 per share. The number of New
Shares to which each shareholder is entitled is set out in the Renunciation and Acceptance Form that accompanies this
Offering Document.
Acceptance of the offer in full or in part must be made by completing the Renunciation and Acceptance Form in accordance
with the instructions on that form. Payment in full for the New Shares subscribed for must accompany the Renunciation
and Acceptance Form, which must be received by BK Registries on behalf of A2 Corporation no later than 5pm on 21 May
2004.
Cooling Off Period
There is no cooling off period during which subscribers can change their minds once they have subscribed for New Shares.

WHAT ARE THE CHARGES?
Types of Charges
A2 Corporation has agreed to pay Forsyth Barr Limited a fee of $140,540 (plus GST) for all services undertaken by it
associated with this Offering Document, including its Sponsoring Broker fee of $50,000 (plus GST) and its Underwriting fee
of $90,540 (plus GST).
All expenses including financial administration fees, legal and accounting costs in respect of the offer and all preliminary
expenses of A2 Corporation will be paid by A2 Corporation. They are estimated to total $115,000 (plus GST).
Subscribers may be liable to pay brokerage fees. The fees may vary from broker to broker and may depend on the size of
the transaction. Subscribers are responsible for their own brokerage fees.
Amount of Charges
Subscribers are not required to pay any charges to A2 Corporation, other than the issue price of $0.05 per New Share.
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WHAT ARE THE DIRECTORS’ AND PROMOTERS’ INTERESTS?

Directors’ Interests
No director has a contract of services with A2 Corporation or is otherwise entitled to remuneration with A2 Corporation
other than by way of director’s fees, except as set out in this section. Directors are entitled to be paid for all reasonable
travelling, accommodation and other expenses incurred in attending meetings, and when otherwise engaged on business
for A2 Corporation. There are no retirement benefits or compensation for loss of benefits payable to any of the directors.
James Kempster Guthrie is the beneficial owner of 750,000 shares in A2 Corporation. 200,000 shares were issued to Mr
Guthrie in February 2000 for non-cash consideration equivalent to $2000 in recognition of his contribution to the
identification and development of the business concept and business plan associated for the Company, and the negotiation
of its interest in its intellectual property. Mr Guthrie is also the holder of 1,800,000 options in A2 Corporation. Those
options were allocated to him in December 2002 and October 2003 in recognition of the significant contribution he has
made to the development and commercialisation of A2 Corporation’s business. Mr Guthrie is a consultant to Anderson
Lloyd Caudwell. Anderson Lloyd Caudwell is entitled to fees for the preparation of this Offering Document and for other
legal work which A2 Corporation has engaged Anderson Lloyd Caudwell to perform.
Wayne Leonard Burt (or a related entity) is the beneficial owner of shares in Lotus Capital Biotechnology Limited. Lotus
Capital Biotechnology Limited holds 15,710,220 shares in A2 Corporation. 1,600,000 shares were issued to Lotus Capital
Biotechnology Limited in February 2000 for non-cash consideration equivalent to $16,000 in recognition of his contribution
to the identification and development of the business concept and business plan associated for A2 Corporation, and the
negotiation of its interest in its intellectual property. Dr Burt is also the holder of 1,800,000 options in A2 Corporation.
Those options were allocated to him in October 2003 in recognition of the significant contribution he has made to the
development and commercialisation of A2 Corporation’s business. Lotus Capital Biotechnology Ltd has irrevocably
committed to Forsyth Barr Group Limited to subscribe for 7,855,110 rights in this Rights issue, for which it will receive from
Forsyth Barr a commitment fee of $7,855.
Arthur John Allison (or a related entity) is the beneficial owner of 1,010,000 shares in A2 Corporation. Dr Allison is also the
holder of 500,000 options in A2 Corporation. Those options were allocated to him in October 2003 in recognition of the
significant contribution he has made to the development and commercialisation of A2 Corporation’s business.
Richard Grant Paterson (or a related entity) is the beneficial owner of 152,505 shares in A2 Corporation. Mr Paterson is also
the holder of 300,000 options in A2 Corporation. Those options were allocated to him in October 2003 in recognition of the
significant contribution he has made to the development and commercialisation of A2 Corporation business.
Greg Hinton and Cliff Cook are not directors of the Company at the date of this Offering Document, but the Board intends to
appoint them following the completion of the Rights issue. Greg Hinton and Cliff Cook (or related entities) are the beneficial
owners of shares in Machin Investments Limited. Machin Investments Limited holds 90,725,000 shares in A2 Corporation.
Machin Investments Limited has entered into an agreement with the Company and its other major shareholders whereby
the principles as to how the Company would be restructured and listed on NZAX were agreed. The terms of that agreement
are described in the section Other Material Information? Pursuant to the terms of that agreement, on abolishment of rights
previously reserved to Machin Investments Limited as the sole A class shareholder, and other contractual rights vested in
Machin, a number of B class shares were issued to Machin. Details of these rights and the shares issued to Machin in
consideration for their abolishment are set out on page 16.
Machin has irrevocably committed to Forsyth Barr Group Limited to subscribe for 10,000,000 rights in this Rights issue, for
which it will receive from Forsyth Barr a commitment fee of $10,000.
Cliff Cook (or a related entity) is the beneficial owner of shares in Private Healthcare (NZ) Limited, which has guaranteed A2
Corporation’s bank facilities with the Bank of New Zealand. The terms of this guarantee are described on page 28. No
consideration was paid to Private Healthcare (NZ) Limited for entering into that guarantee.
None of the above directors guarantee or undertake any liability in respect of the New Shares or the Existing Shares.
Promoters’ Interests
There is no promoter other than the Company and its Directors.
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WHAT RETURNS WILL I GET?
Shareholders may get a return from accepting or selling their Rights, or on the sale of any New Shares or Existing Shares.
Dividends may also be paid on shares. No return is promised and no person guarantees any return on the Rights, the
Existing Shares or the New Shares.
Returns from Rights
Shareholders are entitled to Rights at no cost. Rights are tradable on NZAX between 26 April 2004 and 19 May 2004.
Shareholders who neither accept nor sell their Rights will receive no return from their Rights. By doing nothing, the value of
their shareholding will reduce (because it will be diluted because more shares will be issued).
Any return received from selling Rights will depend on the price at which those Rights are sold at the time of sale. That
price will in turn be influenced by the price at which shares are likely to be sold on the NZAX, and on the demand for the
Rights. The person legally liable to pay the return on the sale of Rights is the purchaser of those Rights.
Returns from Dividends
The returns available from New and Existing Shares in A2 Corporation will include all dividends and any distributions
declared on or after the date of this Offering Document. Actual dividends will be dependent upon future earnings, the
financial and taxation position of A2 Corporation and other relevant factors. The timing of dividend payments will be
determined at the discretion of the Board. The Board can give no assurance about the level of future dividends, if any. The
Board cannot currently predict the dates on which, or the frequency with which, dividends will be paid, if any. Due to
anticipated demands on A2 Corporation’s capital, the Board does not currently anticipate declaring any dividends for at
least 24 months after the date of this Offering Document.
Returns from Changes in the Value of the Shares
Shareholders may also benefit from any increase in the market price of their New Shares or the Existing Shares if they are
sold. The market price of those shares may also decline. Some factors that may influence A2 Corporation’s share price
include:
•

A2 Corporation’s future earnings and cash flows.

•

The degree of consumer acceptance of A2 Milk™ in various markets, but particularly in the USA and Europe.

•

The ability of the A2 Corporation’s licensees, and in particular the North American licensee IdeaSphere, to generate
sales of A2 Milk™ products.

•

The ability of A2 Corporation to enter into license agreements with suitable partners in Europe, and the success of those
licensees in generating sales of A2 Milk™ products in their territories.

•

The release of results from research studies, whether commissioned by A2 Corporation or by other parties, which either
support or contradict the Company’s hypothesis regarding beta casein A1 and A2.

•

The Company’s patent applications may be opposed or may not be granted, and trade mark applications may be
opposed or may not be registered, in various territories. At the least this will lead to increased legal expenditure and a
detraction of focus and resources of the Company from other business initiatives. It may however prevent the
Company’s ability to grant licences and receive royalties in some territories.

•

A number of A2-related trade mark applications that are currently under examination in many territories may not be
registered. At the least this will lead to increased expenditure and a detraction of focus and resources of the Company
from other business initiatives.

•

Parties may infringe A2 Corporation’s patent and trade mark rights in various territories by selling A2 Milk™ or testing
for A2 Milk™ producing cattle without a license. The costs associated with prosecuting such infringement could be
substantial.

•

General share market trading conditions, confidence and performance.

•

Other factors described under the heading “What Are My Risks?” over leaf.

21

Others Matters Relevant to Returns
A2 Corporation is liable to pay any returns to shareholders but neither A2 Corporation nor the Board nor any other person
guarantee any returns. No amount of returns, quantifiable as at the date of this Offering Document and enforceable by
investors, has been promised.
New Zealand taxes may affect the total return to investors. Any dividends will be subject to New Zealand withholding and
final taxes but the investor’s liability in respect of such taxes may be reduced or satisfied to the extent the dividends have
imputation credits attached. In addition, in some cases, any gains on the sale of shares may be taxable. Shareholders
should seek advice as to their liability for tax on returns having regard to their individual circumstances.

WHAT ARE MY RISKS?

Principal Risks
The principal risk to investors is that of being unable to recoup their investment in A2 Corporation’s shares. This could
happen for a number of reasons including:
•

The price at which a share can be sold is less than the price paid for the share;

•

The market for the shares become illiquid or ceases to exist;

•

A2 Corporation is placed into receivership or liquidation (see “Consequences of Insolvency” below).

If the financial performance of A2 Corporation is worse than expected, due to any of the factors described in the section
entitled “What returns will I get?”, the future market price of the shares may be less than the price paid for them and
returns on the shares may be less than anticipated.
Shareholders should be aware that there is no guarantee that they will receive the returns described in the section entitled
“What returns will I get?”
The New Shares will be fully paid when issued to shareholders. There is no circumstance in which any further call for
money in respect of those New Shares or the Existing Shares could be made on the shareholder.

A2 Corporation: Special Trade Factors and Risks
This is a speculative, high-risk investment. Special trade factors and risks that are not likely to be known or anticipated by
the general public and that could materially affect the prospects of A2 Corporation may be summarised as:

Risks Inherent in A2 Corporation’s Business
The price of shares and the amount and timing of dividends that A2 Corporation pays (if any) will be influenced by a range
of risk factors. Many of these factors are beyond the control of A2 Corporation and its Board. Shareholders should consider
carefully the risk factors below and other information contained in this Offering Document.

Bank Loans
A2 Corporation has a financial arrangement with the Bank of New Zealand by way of overdraft and term loan which fall due
for repayment on 30 June 2004 following an extension of the term pending finalisation of the Rights issue. The Board
intends to fully repay the term loan and the overdraft immediately on completion of the Rights issue.
If for some reason the Rights issue does not occur, the Company may not be able to repay its Bank of New Zealand facilities.
If so, A2 Corporation would have to negotiate alternative banking facilities. There is no guarantee A2 Corporation would be
able to do this. A2 Corporation’s Bank of New Zealand facilities are guaranteed by Elthan Holdings Limited and Private
Health Care (NZ) Limited. If the Bank of New Zealand called up either of those guarantees, or if the capital is not repaid by
30 June 2004, A2 Corporation will issue B shares to each guarantor at 2.5 cents to a value of 150% of the principal sum of
the Bank of New Zealand facility demanded from that guarantor. In the event that A2 Corporation is unable to issue such
shares because it is unable to comply with the requirements of the Companies Act and/or its constitution, A2 Corporation
acknowledges that it is indebted to each guarantor to the extent of the amount paid to the bank by that guarantor.
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Change in Economic Conditions
The performance of A2 Corporation’s operations depends on global economic conditions, particularly in Australia and the
United States, and, if it enters that market, in Europe. For instance, changes in economic conditions may impact on changes
in consumer demand for products, which may impact on A2 Corporation’s licensing revenues, and consequently, on its
financial position. A2 Corporation cannot predict the impact that future economic conditions will have on its business.
There can be no assurance that future conditions will not materially adversely affect A2 Corporation’s profitability.

Changes in Regulatory Environment or Legislation
A2 Corporation’s primary interest is the production and sale of A2 Milk™, either itself, or through its licensing
arrangements. Milk production and sale is subject to a broad range of different regulations in different countries. If one
of the countries in which A2 Milk™ is sold (or may be sold) introduces more extensive regulatory supervision of milk
production or sale, that may impact on A2 Corporation’s production or sales costs, or its licensing revenues. At their most
extreme, regulatory requirements have the potential to prevent or severely curtail the sale of A2 Milk™ in a jurisdiction.
Other legislative changes that might affect A2 Corporation’s profitability are legislative changes to taxation. A2
Corporation’s revenues are anticipated to accrue in large measure from licensing its intellectual property to producers in
countries other than New Zealand. Changes to taxation treatment of revenues received from intellectual property
arrangements may adversely affect A2 Corporation’s prospects.

Reliance on Alliances
A2 Corporation’s production and distribution channels are via its arrangements with third parties, and in particular, via
licensing arrangements with third parties. The loss or failure to perform of any one of these relationships (which may not
be attributable to any fault on the part of A2 Corporation) may have an adverse effect on the Company’s performance.
A2 Corporation intends to enter into licensing arrangements in jurisdictions where it does not at present have such
relationships, for example, in Europe. There is no guarantee that A2 Corporation will be able to identify or to negotiate
suitable arrangements with such third parties.
The financial performance of A2 Corporation will to a large extent be determined by the success or otherwise of its licensees in
generating sales of A2 Milk™ and related products in their respective territories. Testing of cattle may be delayed or fail to
eventuate in various territories. Sales of A2 Milk™ may be disappointing or fail to eventuate in various territories. Any
failure or delay in performance by a licensee may materially impact the financial performance of A2 Corporation.

Reliance on Key Personnel
A2 Corporation is dependent upon its qualified and experienced management personnel. There are a relatively small
number of key executives who are integral to the control and profitability of the Company. Loss of any of these key
management personnel may have an adverse effect on the Company’s operations.

Brand and Reputation
A2 Corporation’s brand names are important to maintaining its business and sourcing new business, including sourcing
new licensing partners. Poor financial performance, compliance, or quality assurance, whether by the Company or its
licensees, and any resulting media coverage could impact on brand reputation and may result in a decrease in new
business, or a withdrawal of existing business. Poor behaviour by a licensee licensed to use the A2 brands may damage the
reputation of the brands. Damage to the reputation of the A2 brand names is highly likely to have an adverse impact on the
financial performance of A2 Corporation.

Changes in Exchange Rates
Almost all of the A2 Corporation’s revenues will be derived offshore, and as such, currency fluctuations will have a material
impact on the financial performance of A2 Corporation. Fluctuations in New Zealand exchange rates with the currencies in
which royalties are paid will impact on A2 Corporation’s financial performance to the extent that such exposures are not
hedged. A2 Corporation does not currently hedge its international currency exposures.
In particular, a significant proportion of the A2 Corporation’s income is likely to be earned in Australian or United States
Dollars, or in the Euro or Pounds Sterling. Fluctuations in the New Zealand dollar against these currencies will impact on
A2 Corporation’s financial performance to the extent that such exposures are not hedged.
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Intellectual Property Protection
The exclusive rights of A2 Corporation to technology relating to the identification of A2 herds and the production and sale of
A2 Milk™ are provided by patents and patent applications. Many are at different stages in the patent application process.
In addition, A2 Corporation has a substantial portfolio of trade marks important for branding and commercialisation
activities. There are risks that the patents and trade marks may not be granted in any or all desired jurisdictions or with the
scope and strength of protection that A2 Corporation believes it is entitled. This may affect the Company’s ability to license
the A2 technology in various territories.
The patent and trade mark application process is lengthy and expensive, and runs the risk of opposition from other parties.
Significant legal costs may consequently be incurred in order to defend the Company’s intellectual property position.
Fonterra is currently opposing the grant of the Company’s key New Zealand patent relating to the genotyping of cows via a
DNA test.
Even if the patents and trade marks are granted in the desired form and jurisdictions, intellectual property protection may
prove to be ineffective in practice, whether because of enforcement difficulties or because other parties may challenge the
intellectual property rights. Such legal action may prevent the Company from licensing the A2 technology in some
territories, potentially leading to a material impact on the financial performance of the Company. The costs of any such
action could be substantial.
The Company’s intellectual property rights offer only limited protection and may not adequately protect the Company’s
ability to prevent unlicensed parties from selling A2 Milk™ products and testing for A2 cattle. The costs of enforcing rights
against such unlicensed parties would be substantial.
More effective technologies for testing for the A2 allele may exist or be discovered in the future. If the most effective
technology is not covered by A2 Corporation’s intellectual property rights, the Company would undoubtedly experience an
adverse effect on license and royalty revenue.

Scientific Research & Review
Further scientific investigations may disprove or cast doubt upon the Company’s hypothesis regarding beta casein A1 and
A2. It is also possible that the claims of A2 Corporation could be deemed irresponsible or inaccurate. This could impact the
royalties the Company receives from the sale of A2 Milk™ products.
In March 2003 the New Zealand Food Safety Authority commissioned a consultant to review and provide a report on all
available published literature in the area of beta casein A1 and A2 and evaluate the implications of such research. This
report was due to be published in July 2003 following extensive peer review, however no report has been made available up
to the date of this Offering Document. There is a risk that, when the report is released, it deems the claims of A2
Corporation to be irresponsible or inaccurate. This could impact the royalties the Company receives from the sale of A2
Milk™ products.

Dairy Industry Factors
Certain trends and risks within the dairy industry could materially impact the financial performance of A2 Corporation. For
example, an outbreak of Foot and Mouth disease or BSE may impact sales in a particular region of milk in general, and of A2
Milk™.
Major milk producers in new territories may see A2 Corporation as a threat to their existing business and may attempt to
make it difficult for A2 Corporation or its licensees to operate successfully in these territories. Milk producers may not
support A2 Milk™ products in various territories.

Consumers
Consumers may not support A2 Milk™ products.

Historical Review
The past three years have proved extremely challenging for A2 Corporation. A2 Corporation’s financial results over this time
reflect the fact that A2 Corporation was primarily focused on research and development. The 12 months to 31 March 2002
were devoted to consolidating A2 Corporation’s portfolio of intellectual property with respect to key territories; a
programme of market research; and the implementation of research programmes to further investigate the link between
consumption of A1 beta casein and vascular damage. The Company reported a loss of $2.8 million over this period.
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The 12 months to 31 March 2003 saw the grant in the USA of the Company’s key patent. The Company devoted this year to
bringing A2 Milk™ to market in New Zealand, after having to wait until February 2002 for the exclusivity period on the
initial exclusive license granted in New Zealand to lapse. The Company faced a number of hurdles in this regard with the
consequence that the first launch of A2 Milk™ occurred in New South Wales in March 2003. The Company reported a
reduced loss of $2.2 million over this period.

Current Financial Position
The period since 31 March 2003 has seen A2 Corporation launch A2 Milk™ onto the New Zealand market. The Company has
now shifted its primary focus away from Australasia towards the major markets of the world, and in particular the USA and
Europe. In September 2003, A2 Corporation announced the formation of a strategic partnership with IdeaSphere Inc. to
market A2 Milk™ in the USA.
Unaudited financial statements of A2 Corporation for the nine months between 1 April 2003 and 31 December 2003 are
available on the Investor Information section of the Company’s website at www.a2corporation.com. These statements show
a loss of $1.7 million over this period. The financial statements also show that, as of 31 December 2003, the Company owed
a total of $1.04 million to the Bank of New Zealand, comprising a term loan of $625,000 and an overdraft facility of
$415,110. The loan facility has been guaranteed by Private Health Care (NZ) Limited and Elthan Holdings Limited, and has
been used to temporarily fund the operations of the Company whilst it restructured after the deaths of Corran McLachlan
and Howard Paterson.
The term loan and the overdraft facility fall due for repayment on 30 June 2004. The proceeds of the Rights issue will be
applied to the repayment of the term loan and the overdraft. However, if for some reason the Rights issue does not occur,
A2 Corporation may not be able to repay the term loan and would have to negotiate alternate banking facilities. There is no
guarantee that the Company would be able to do this.

Trading Prospects
In addition to repayment of the BNZ overdraft and term loan, the proceeds of the Rights issue will provide the Company with
sufficient funding to aggressively pursue new licensing opportunities in Europe and Asia and to continue its day-to-day
operations until IdeaSphere commences paying, at the least, the minimum royalties specified in their license agreement.
Until this time, A2 Corporation will conserve cash by reducing expenditure as much as possible. The Company has already
eliminated a number of significant expense items and cut its research budget over this period.
The Company’s trading prospects over the next several years will be heavily dependent on the performance of IdeaSphere in
generating US sales of A2 Milk™ and the rate at which IdeaSphere initiates herd testing. However even in the event that
sales in the USA take longer than anticipated to eventuate, IdeaSphere is contractually obligated to make annual minimum
payments to A2 Corporation of US$500,000 and US$2.0 million over the first two years of the license. If for some reason
IdeaSphere does not make these minimum royalty payments, A2 Corporation is not currently generating sufficient cash to
remain solvent past July 2005. If the Company had not generated alterative streams of revenue by this time, it would
therefore have to raise additional capital. There is no guarantee A2 Corporation would be able to do this.
The performance of A2 Corporation’s exclusive Australian licensee A2DM has the potential to materially impact the
Company’s trading prospects over the next several years. There is already a high degree of consumer awareness in
Australia regarding A2 Milk™ due to three recent prime time documentaries. A2DM are confident that this consumer
awareness will translate into demand for A2 Milk™ when it is rolled-out through northern New South Wales and south-east
Queensland. A2DM have already tested 3,000 cattle and expect this rollout to commence in the first half of 2004.
With exclusive license agreements in place in North America and Australia, and with the Company’s critical patent granted
in the USA, A2 Corporation is now well positioned to seek licensees in new markets. This will be the Company’s focus over
the next two years. Whilst the Company expects to enter into several license agreements during this time, because of the
lead times required to establish A2 Milk™ producing herds, it is unlikely that any new licensees will be selling significant
amounts of A2 Milk™, and hence paying significant royalties to A2 Corporation, within two years. The Company would
however expect to receive testing revenues from new licensees over this period.

No Forecast Financial Statements
The Company is not including any forecast financial statements in this Offering Document. This would involve considerable
speculation as to the performance of the Company’s North American and Australian licensees, as well as to the ability of the
Company to license additional producers in new territories, and the ability of these new producers to generate sales of A2
Milk™.
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Consequences of Insolvency
If A2 Corporation were to be put into liquidation or wound up, because Existing Shares are fully paid and New Shares are
fully paid on subscription, shareholders will not be liable to pay money to any person as a result of the insolvency of A2
Corporation.
In the case of the Company being place into receivership or liquidation, all secured creditors of the Company, all preferential
creditors of the Company and all creditors of the Company (in that order) will or may rank ahead of claims by the holders of
ordinary shares. In the case of liquidation or winding up, the holders of the ordinary shares are paid only after all creditors
are satisfied and those shareholders are then entitled to all of the surplus assets which the Company then has, rateably
between them in accordance with the number of shares held by each shareholder.

NZAX Listing
The securities offered in this Offering Document are intended to be listed, on NZX’s NZAX market. The NZAX market differs
from the NZSX market, also operated by NZX, in the following key respects:
•

There are reduced criteria for listing on NZAX – there is no requirement for 25% of the securities of an NZAX issuer to be
widely held and no minimum value requirements for NZAX listings as apply to NZSX listings. Whilst an NZSX issuer
must have 500 shareholders, an NZAX issuer needs only 50 shareholders.

•

An NZAX issuer requires an NZX Sponsor in order to list on the NZAX market, whereas NZSX companies require an
organising broker.

•

Greater flexibility is accorded by the NZAX Listing Rules to NZAX issuers seeking to raise capital, buy back securities,
and undertake major transactions. The NZAX Listing Rules provide NZAX issuers with an option to undertake these
activities, without seeking shareholder consent, by making an announcement to the market which discloses fully the
transaction prior to that transaction becoming final.

•

The materiality threshold for related party transactions in the NZAX Listing Rules is higher than the threshold in the
NZSX Listing Rules. This means that an NZAX issuer may enter into (proportionally) more substantial transactions with
related parties before being required to seek shareholder approval for those transactions.

•

The corporate governance standards for NZAX issuers do not contain all the matters provided for in the corporate
governance standards for NZSX issuers.

CAN THE INVESTMENT BE ALTERED?
Neither the Company, a shareholder, nor any other person has any right to alter the consideration payable by a shareholder
for their Rights, described under “How Much Do I Pay?”
The rights attaching to ordinary shares in A2 Corporation can generally only be altered by special resolution in accordance
with A2 Corporation’s Constitution. The Company’s constitution may only be altered by a special resolution of shareholders
or in certain circumstances by court order.
A special resolution must be approved by a majority of 75% of shareholders entitled to vote and voting on that resolution.
Under certain circumstances a shareholder whose rights are affected by a special resolution may require the Company to
purchase shares held by the shareholder.

HOW DO I CASH IN MY INVESTMENT?
Application has been made to NZX for permission to list the Rights and New Shares being offered on the NZAX, and the
listing requirements of the NZAX that can be complied with on or before the date of this Offering Document have been duly
complied with. The NZX does not however accept any responsibility for any statement in this Offering Document.
A2 Corporation’s shares can be sold or purchased on the NZAX subject only to compliance with A2 Corporation’s
constitution and applicable laws. The Rights may be traded on the NZAX from 26 April 2004 to the 19 May 2004. Quotation
of the New Shares on the NZAX is expected to occur on 26 May 2004.
There is currently no established market for trading the Rights. A2 Corporation is of the opinion that a ready market will
develop. No charges are payable to A2 Corporation in respect of any sale of shares or Rights, although any sale on the
NZAX will attract normal brokerage fees.
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WHO DO I CONTACT WITH ENQUIRIES ABOUT MY INVESTMENT?
If you have any queries about the offer of New Shares made in this Offering Document you should contact the Sponsoring
Broker Forsyth Barr Limited, any NZX Firm or direct enquires to the Company as set out below:
Andrew John Clarke
Chief Executive Officer
A2 Corporation Limited
58 College Hill
Ponsonby
Auckland
Phone:
(09) 360 0833
Fax:
(09) 360 0834

IS THERE ANYONE TO WHOM I CAN COMPLAIN IF I HAVE PROBLEMS WITH THE INVESTMENT?
Complaints regarding registry matters can be made to the Company’s share registry as follows:
A2 Corporation Limited
C/- BK Registries Limited
PO Box 384
Ashburton
Phone:
(03) 308 8887
Fax:
(03) 308 1311
All other complaints about the Rights or Shares can be made to the Company as set out in the section “Who Do I Contact
With Enquiries About My Investment?”
Complaints about the Rights or Shares or the Company may also be made directly to the NZX as follows:
NZX
9th Floor, ASB Tower
2 Hunter Street
PO Box 2959
Wellington
Phone:
(04) 472 7599
Fax:
(04) 496 2893
There is no ombudsman to whom complaints may be made regarding this investment.

WHAT OTHER INFORMATION CAN I OBTAIN ABOUT THIS INVESTMENT?
Financial Statements
The following information is available free of charge on request from the Company or may be accessed on the Company’s
website www.a2corporation.com or the NZAX website www.nzx.com/nzxmarket/nzax:
•

The most recent audited accounts for the financial year ending 31 March 2003 which were contained in the Annual
Report sent to all shareholders on 10 November 2003 together with the accompanying audit report;

•

Unaudited interim accounts for the nine months ended 31 December 2003;

•

The Company’s Annual Reports for the financial years ending 31 March 2003, 31 March 2002 and 31 March 2001.

The Company’s financial statements, Constitution, and any Material Contracts listed in the “Material Contracts” section of
this Offering Document may be inspected without fee during normal business hours at the Company’s premises at 58
College Hill, Ponsonby, Auckland. The Constitution is also available for inspection on the Companies Office electronic
register at www.companies.govt.nz. The Companies Office may charge a fee for this service.
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Annual information
Shareholders will be sent annually a copy of A2 Corporation’s annual report and financial statements.

On request information
Under Section 54B of the Securities Act 1978, the Company is required to supply shareholders with the following
documents and information on request:
•

Copy of the most recent annual report and financial statements of the Company, together with all documents that are
required to be registered with those financial statements under the Financial Reporting Act 1993;

•

Copy of the most recent prospectus relating to shares in the Company;

•

Copy of the most recent investment statement relating to shares in the Company;

•

Comparison of actual returns against any projected returns contained in a prospectus.

Such requests should be made in writing to the Company and posted to:
A2 Corporation Limited
58 College Hill
Ponsonby
Auckland
A2 Corporation’s constitution is also available on request.
A reasonable fee for photocopying and postage expenses may be charged.

OTHER MATERIAL INFORMATION?
Material Contracts
Material Agreements entered into by A2 Corporation in the two years prior to the date of this Offering Document are
summarised below.
Agreement between A2 Corporation, Machin Investments Limited, Silverpeaks Limited and Lotus Biotechnology Limited.
An agreement dated 23 March 2004 whereby those major shareholders each agree with A2 Corporation to support the
capital restructuring of the Company, and commit to subscribe for the Rights associated with their Class B shares under the
Rights issue described in this Offering Document.
Deed of Assignment of Patent Rights Between Machin Investments Limited and A2 Corporation Limited
A deed dated 14 April 2004 recording the transfer of patent rights previously held by Machin Investments Limited and
licensed to A2 Corporation Limited. This deed was entered into further to the capital restructuring arrangements of A2
Corporation Limited, pursuant to the provisions of the agreement described above.
Deed, and Variation of Deed, Recording Terms on which Guarantees were provided Between Private Health Care (NZ)
Limited, Elthan Holdings Limited and A2 Corporation Limited
Deed dated 20 January 2004, varied by Deed of Variation on 18 March 2004, whereby Elthan Holdings Limited and Private
Health Care (NZ) Limited agree to guarantee A2 Corporation’s bank facilities with the Bank of New Zealand. If the Bank of
New Zealand called up either of those guarantees or if the capital is not repaid by 30 June 2004, A2 Corporation will issue B
shares to each guarantor at 2.5 cents to a value of 150% of the principal sum of the Bank of New Zealand facility demanded
from that guarantor. In the event that A2 Corporation is unable to issue such shares because it is unable to comply with the
requirements of the Companies Act and/or its constitution, A2 acknowledges that it is indebted to each guarantor to the
extent of the amount paid to the bank by that guarantor.

28

Agreement between A2 Corporation and the Child Health Research Foundation
On or about 16 April 2004, A2 Corporation and the Child Health Research Foundation (“CHRF”) agreed upon an amendment
to their October 2000 agreement. CHRF will now receive 5% of A2 Corporation’s earnings before interest, tax and amortisation (“EBITA”) (under the previous agreement CHRF was to receive 5% of all royalties received by A2 Corporation). CHRF
will not however be due any payments on sales made by A2 Corporation in the three years following the completion of the
Rights issue. Under the previous agreement, A2 Corporation was to pay to CHRF a minimum royalty of $100,000 by June
2005. A2 Corporation has now agreed to pay CHRF $50,000 on completion of the Rights issue with the remaining $50,000
to be paid by June 2005.

NZX Sponsor Agreement between Forsyth Barr Limited and A2 Corporation Limited
On 10 March 2004 the Company appointed Forsyth Barr lead manager and NZX Sponsor in relation to its listing on NZAX and
the Rights issue pursuant to which the Company agreed to pay Forsyth Barr Limited $50,000 (plus GST). In return Forsyth
Barr agrees to assist with listing of the Company on NZAX and with the Rights issue, and to act as sponsoring broker.

Underwriting Agreement between A2 Corporation and Forsyth Barr Group Limited
On 15 April 2004 the Company entered into an Underwriting Agreement with Forsyth Barr Group Limited (“Forsyth Barr”)
whereby Forsyth Barr agreed to underwrite the Rights issue to the amount of $3,018,125 for a fee equal to 3% of that amount
($90,543.75 plus GST). In addition, the Company must also pay for all reasonable costs and expenses Forsyth Barr incurs.
The Underwriting Agreement is conditional upon a number of matters, including transfer of the intellectual property rights
described in the Deed of Assignment of Patent Rights between the Company and Machin above, the NZX granting quotation
of the Company’s shares on the NZAX, the NZX granting quotation of the Rights on the NZAX, all consents and approvals
relating to this offer having been granted by 3 May 2004, certain major shareholders taking up their Rights under
commitments they have entered into with Forsyth Barr; and all resolutions necessary for the Rights issue and restructuring
of the Company having been validly passed by the requisite majorities. The Company must accept all valid applications for
rights, and Forsyth Barr is not responsible to subscribe for any valid applications the Company refuses or is unable to accept.
Forsyth Barr has the ability to terminate the Underwriting Agreement on the happening of any one of the Termination Events
described in the Underwriting Agreement. Those events include breach by the Company of any of the undertakings or
warranties it gives, a move in the NZSX50 Index of a certain percentage, or occurrences that are material or fundamental
changes in national or international financial, economic or political conditions which affect the Company.

Bank of New Zealand
On 23 October 2003 the Company arranged an overdraft facility of $625,000 at an interest rate of 10.3% pa with the Bank of
New Zealand Limited (BNZ), repayable by 30 June 2004. The overdraft is on the BNZ’s usual terms. The Company also
arranged a term loan, initially to be repaid by 31 March 2004, now extended to 30 June 2004, at an interest rate of 8.4% pa,
again on the BNZ’s usual terms. The facilities are guaranteed by Private Health Care (NZ) Limited and Elthan Holdings
Limited, as described above.

Other Material Matters
Other matters, which are not set out elsewhere in this prospectus, are described below:
•

Mr Anthony Rosen has issued proceedings against A2 Corporation whereby he is claiming £27,494.50 (approximately
NZ$77,000) plus interest in respect of payments he believes are due for agri-business consultancy services. A2
Corporation denies it has any such liability and is defending those proceedings.

•

The Inland Revenue Department is currently conducting an audit on the Company for the financial years ending 31
March 2001 and 31 March 2002. The Directors do not anticipate the outcome of this audit to have any material impact
on the ongoing operations of the Company.
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Directors’ Statement
The Directors, after due enquiry by them in relation to the period between 31 December 2003 and 19 April 2004, advise
that, in their opinion, no circumstances have arisen, that materially adversely affect the trading or profitability of A2
Corporation, the value of its assets, or the ability of A2 Corporation to pay its liabilities due within the next 12 months.

Signed by A2 Corporation and by its directors:

_______________________
James Kempster Guthrie

_______________________
Wayne Leonard Burt. by his authorised signatory James Kempster Guthrie

_______________________
Richard Grant Paterson

_______________________
Arthur John Allison
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NZAX DISCLOSURE DOCUMENT
In accordance with Appendix 3 of the NZAX Listing Rules, this section sets out, by reference to the Offering Document, an index
of all matters required in the disclosure document in relation to the ordinary shares of A2 Corporation which are to be quoted.
1

At the date of listing, the share capital of the Company comprises 191,450,000 ordinary shares. The Offering Document sets
out the background to recent share restructuring under the heading “What Sort Of Investment Is This?, “Background to Recent
Share Restructuring and Impact on This Offer” at page 16. The Rights associated with each ordinary share are the same as
the New Shares which will be issued under the Rights issue described in this Offering Document. Those rights are described
under the heading “What Sort Of Investment Is This?, Description of Securities Offered” at page 16.

2

The name and address of the NZAX issuer (A2 Corporation) and the NZX Sponsor (Forsyth Barr Limited) are set out in the
Offering Document under the heading “Who Is Involved In Providing It For Me” at page 18.

3

The name, address and technical or professional qualification of every director of the Company is set out under the heading
“Who Is Involved In Providing It For Me?, Directorate and Advisers” at page 18 of the Offering Document.

4

No director of A2 Corporation is an employee of the Company. No director has been adjudged bankrupt during the five years
preceding the date of the Offering Document.

5

The names of all advisers involved in the preparation of the Offering Document are set out under the heading “Who Is
Involved In Providing It For Me?, Directorate and Advisers” at page 18.

6

No experts are named in the Offering Document.

7

The nature of all directors’ interests is set out under the heading, “What Are The Directors’ and Promoters’ Interests?,
Directors’ Interests” at page 20.

8

The constitution of the Company provides that the Company may make a payment to a director or former director or his or her
dependents by way of a lump sum or pension in connection with the retirement or cessation of office of that director, but only if:
a.

the total amount of the payment does not exceed the total remuneration of the director in his or her capacity as director
in any three years chosen by the Company; or

b.

the payment is authorised by an ordinary resolution of the Company.

This provision does not affect any amount paid to an executive director in connection with the termination of his or her employment
with the Company, or the payment of an amount attributable to the contribution made by a director to a superannuation scheme.
9

The Board may authorise without the approval of the security holders, the payment of special remuneration to any director
who is engaged to carry out or perform any services which are not in the capacity of the director. However, if that transaction
is a material transaction, it would need to be approved by ordinary resolution of the Company.

10 The Securities Markets Act 1998 defines a “substantial security holder” as a person who has a relevant interest in 5% or more
of the voting securities of the Company. As of the date of this Offering Document, the substantial security holders of A2
Corporation were Machin Investments Limited (which holds 90,725,000 shares or 47.4% of the total shares on issue) and
Lotus Biotechnology Holdings Limited (which holds 15,710,220 shares or 8.2% of the total shares on issue).
11 A brief description of the principal activities carried on by A2 Corporation and an indication of how long it has been carrying
on those activities can be found under the heading “Overview Of A2 Corporation’s Business” at page 10 of the Offering
Document. Further details can also be found under the headings “What Are My Risks?, Historical Review, Current Financial
Position and Trading Prospects” on pages 24 and 25 of the Offering Document.
12 The principal business risks faced by A2 Corporation are set out under the heading “What Are My Risks” on page 22 of the
Offering Document.
13 The key drivers of A2 Corporation’s future performance are set out under the heading “Overview of A2 Corporation’s Business;
Drivers of Future Performance” on page 14.
14 Information about the returns to investors are set out under the heading “What Returns Will I Get?” on page 21 of the Offering
Document. This includes a statement about the name of the person legally liable to pay those returns.
15 There is no guarantor in relation to the Shares of the Company.
16 Information about the Consequences of Insolvency of A2 Corporation are set out under the heading “What Are My Risks,
Consequences of Insolvency” on page 26 of the Offering Document.
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17 A brief description of any right of any person to alter the amount of moneys payable to an investor or otherwise alter the
terms of any security is set out under the heading “Can The Investment Be Altered?” on page 26 of the Offering Document.

18 Enquiries about the Shares can be directed to the Company:
Andrew John Clarke
Chief Executive Officer
A2 Corporation Limited
58 College Hill
Ponsonby
AUCKLAND
Ph:
Fax:

09 360 0833
09 360 0834

Complaints or enquiries regarding registry matters can be made to the Company’s Share Registry as follows:
A2 Corporation Limited
C/- BK Registries Limited
PO Box 384
ASHBURTON
Ph:
Fax:

03 308 8887
03 308 1311

19 The Company’s NZX Sponsor can be contacted as follows:
Forsyth Barr Limited
Forsyth Barr House
Cnr Lambton Quay and Johnston Street
PO Box 5266
WELLINGTON
Ph:
Fax:

04 499 7464
04 499 7466

20 The audited financial statements (including audit reports) are available on the A2 Corporation page of the NZAX website at
www.nzx.com/nzxmarket/nzax and on Investor Information section of the Company’s website at www.a2corporation.com.
21 Each year, shareholders will be sent a copy of A2 Corporation’s annual report and financial statements.
22 Further information about the Company can be obtained on request. Details about the type of information available, how
that request can be made, and any fees that may be payable are set out under the heading “What Other Information Can I
Obtain About This Investment?, On Request Information” on page 28 of the Offering Document.
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GLOSSARY
“A2 Corporation” or “the Company” means A2 Corporation Limited.
“A2DM” means A2 Dairy Marketers Pty Limited.
“BCM-7” means beta casomorphin 7.
“Board” or “Directors” means the board of directors of A2 Corporation.
“CHRF” means the Child Health Research Foundation.
“EBITA” means earnings before interest, tax and amortisation.
“Existing Shares” means the ordinary shares in A2 Corporation on issue immediately prior to the Rights issue.
“Lead Manager” means Forsyth Barr Limited.
“Lotus” means Lotus Capital Biotechnology Limited.
“Machin” means Machin Investments Limited.
“New Shares” means new ordinary shares in A2 Corporation issued pursuant to the Rights issue described in this Offering
Document.
“NZAX” means the New Zealand Alternative Market operated by the NZX.
“NZX” means the New Zealand Exchange Limited.
“Offering Document” means this Prospectus for the offer of ordinary shares to existing shareholders, and includes the requirements for a Disclosure Document prepared for listing of the Existing Shares on the NZAX.
“Record Date” means 5:00 pm on 23 April 2004.
“Rights” means the rights to acquire New Shares.
“Silverpeaks” means Silverpeaks Investments Limited.
“Underwriter” means Forsyth Barr Group Limited.
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A2 CORPORATION DIRECTORY
Directors
(refer page 18)
Registered Office
Level 10, Otago House
475 Moray Place
Dunedin
Auditors
Ernst & Young
PO Box 2091
Christchurch
Bankers
Bank of New Zealand
Solicitors
Anderson Lloyd Caudwell
Share Registry
BK Registries Limited
PO Box 384
Ashburton
Telephone: (03) 308 8887
Lead Manager & NZX Sponsor
Forsyth Barr Limited
Level 9 Forsyth Barr House
The Octagon
Dunedin
Telephone: 0800 367 227
Underwriter
Forsyth Barr Group Limited
Level 9 Forsyth Barr House
The Octagon
Dunedin
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