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BOTRY-ZEN LIMITED
DIRECTORS’ REPORT
For the Year Ended 31 March 2008

The Company’s 2008 net operating loss was $1,221,208. The previous year’s net loss, to 31 March 2007, 	
was $1,668,210.

While it is pleasing to report a solid increase in sales revenue, to $342,000, for the year this was well below levels 
anticipated. Regrettably, at mid-season, we encountered unanticipated filtration difficulties on the 	
‘ARMOUR-Zen’ line and this temporary setback did impede production, and as a consequence also reduced 
sales volumes. The filtration issues are now resolved.

Grower feedback on the performance of our twin products is most pleasing and it is significant to report that 
the positive field outcomes were achieved through periods of heavy Botrytis infection.  Given the excellent 
performance of our products last season, we are confident that we can meet our 2008/2009 sales targets. 

Through the second half of the year, the tasks associated with meeting the requirements for entry into the 
German/Austrian markets were accelerated. As has been previously reported, distribution rights with a 
Frankfurt-based company have been signed and our CEO has been to Germany to develop strategies for 
the introduction of our products to these new markets. These efforts have resulted in the dispatch of the 
first shipments of ‘BOTRY-Zen’ and ‘ARMOUR-Zen’ to Germany.  For this 2008 season, we do not expect to 
see significant sales of product because growers are likely to adopt a cautious approach as they await the 
presentation of positive field results. Once these are to hand we can expect to see substantive future purchase 
commitments. This is exactly what occurred in New Zealand as the Company worked through the steps of 
introducing product onto the local market. 

Significant trialing commitments have been initiated in key German viticulture areas for this current northern 
hemisphere season in preparation for the first fully-commercial launch next year.

An exciting additional off-shore market opportunity has recently become available in Spain and the work 
required to gain entry to this market will soon be contracted to our European registration agency. While grape 
land areas in Spain are expansive there is generally, across much of these, a low level commitment to Botrytis 
control procedures. Our forthcoming marketing strategies in Spain, while still focusing on key pockets of grape 
land, will also include a major effort to capture application opportunities on tomato, strawberry and other 
selected vegetable crops. The projected benefits for the Company in this regard stem from the fact that 
these crops are grown year-round in Spain to meet export demand throughout the remainder of the EU. Since 
we can offer biological and natural product solutions to disease control, growers can spray right through to 
harvest. Given the potential size of this market, it is difficult not to become excited about this new opportunity.

Throughout the year the final steps associated with securing Californian registration have been undertaken and 
we expect to commercially present ‘BOTRY-Zen’ into that market in late 2009 or early 2010.

It is pleasing to report that the Company’s relationship with NZ Winegrowers remains strong and that our 
products are increasingly becoming accepted as key components of the wine industry’s Sustainable Grape 
Growing Programme. 

Newly focused product development activity was carried out through the period in conjunction with NZ 
Winegrowers and HortResearch. Where new biological and/or natural products are developed for crop 
protection purposes, under these joint research initiatives, Botry-Zen Limited has ‘first option’ rights to undertake 
the commercialisation steps.
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BOTRY-ZEN LIMITED 
DIRECTORS’ REPORT
For the Year Ended 31 March 2008

In summary, the current position and key achievements of the Company are as follows:

•	 A manufacturing plant in Dunedin producing commercial quantities of the two products,  
	 BOTRY-Zen and ARMOUR-Zen,

•	 Sales in New Zealand in the 2007/2008 growing season of all of the BOTRY-Zen and ARMOUR-Zen produced,

•	 First shipments of both products to the German/Austrian market for the 2008 growing season,

•	 A legislative change in Spain that will allow entry of BOTRY-Zen and ARMOUR-Zen into this market  
	 prior to completion of formal EU registration,

•	 Significant progress with completion of Registration in California.

Throughout the year the Company held acceptable funding arrangements with the BNZ but these, in recent 
months, principally due to the ‘ARMOUR-Zen’ filtration problems and consequential reduction in operating 
revenue, were exceeded. The Bank consequently sought certainty on an injection of new capital of not less than 
$1.3 million. Without this level of support the Bank served notice that the existing working capital funding lines 
would be discontinued and this would have placed at risk the Company’s ability to operate.

On Tuesday 24 June the Company issued an announcement to NZX which provided details of new capital raising 
plans. Subject to securing shareholder approval, to be sought at a Special Meeting in mid-August, the Company 
intends making a private placement of convertible notes and stapled options of up to $1.8m in value. As a major 
step in this process the Company has, to date, received commitments from nine private parties including the 
three directors, for a Notes/Options Placement totalling $1.3m.

It will be clear from the above, that the recent months have presented a most challenging series of tasks and 
demands for both your Directors and management team. However, they remain totally committed to the 
Company’s success. Factory staff have worked hard to meet the production issues encountered and it is pleasing 
to once again be able to report that we have essentially retained the original management and factory team as 
at Company formation. 

The Board records its appreciation for the staff effort and commitment throughout the year and in particular the 
contribution of our CEO, John Scandrett.

Dr Max Shepherd
Chairman
For and on behalf of the Board of Directors
7 July 2008



The Directors of Botry-Zen Limited are pleased to present to shareholders the financial statements 
for Botry-Zen Limited for the year ended 31 March 2008.

The Directors are responsible for presenting financial statements in accordance with New Zealand 
law and generally accepted accounting practice, which give a true and fair view of the financial 
position of the company as at 31 March 2008 and the results of its operations and cash flows for 
the year ended on that date.

The Directors consider the financial statements of the company have been prepared using 
accounting policies which have been consistently applied and supported by reasonable 
judgements and estimates and that all relevant financial reporting and accounting standards 
have been followed.

The Directors believe that proper accounting records have been kept which enable with 
reasonable accuracy, the determination of the financial position of the company and facilitate 
compliance of the financial statements with the Financial Reporting Act 1993.

The Directors consider that they have taken adequate steps to safeguard the assets of the 
company, and to prevent and detect fraud and other irregularities.  Internal control procedures 
are also considered to be sufficient to provide a reasonable assurance as to the integrity and 
reliability of the financial statements.

The Financial Statements are signed on behalf of the Board by:

	
Director	 Director
Max Shepherd	 John Gilks

7 July 2008	 7 July 2008

BOTRY-ZEN LIMITED
DIRECTORS’ RESPONSIBILITY STATEMENT
For the Year Ended 31 March 2008
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	 	 Notes		  2008	 2007	
		                      		                   $	 $	
     
INCOME
Trading revenue	 	 2a	 	 342,208	 60,689
Cost of Sales	 	 	 	 (512,392)	 (398,595)
	 	 	 	
Gross Profit/(Loss)	 	 	 	 (170,184)	 (337,906)

Interest received	 	 	 	 1,172	 49,307
Other income	 	 2b	 	 232,383	 12,360

	 	 	 	 63,371	 (276,239)

LESS
Distribution expenses	 	 	 	 94,789	 151,313
Marketing expenses	 	 	 	 550	 9,468
Occupancy expenses	 	 	 	 135,873	 134,830
Administrative expenses	 	 	 	 568,934	 808,150
Finance costs	 	 2c	 	 63,834	 10,190
Other expenses	 	 	 	 420,599	 278,020

	 	 	 	 1,284,579	 1,391,971

NET DEFICIT BEFORE TAXATION    	 	 2d	 	 (1,221,208)	 (1,668,210)	

Taxation expense	 	 3	 	 -	 -	

NET DEFICIT FOR THE YEAR	 	 	 	 (1,221,208)	 (1,668,210)

Earnings per Share:

Basic (cents per share)	 	 	 	 (0.7)	 (1.1)

Diluted (cents per share)	 	 	 	 (0.7)	 (1.1)

Calculated on a weighted average basis of the number of shares on issue.

BOTRY-ZEN LIMITED 
INCOME Statement  
For the Year Ended 31 March 2008
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The accompanying notes form part of these financial statements.



	 	 Notes		  2008	 2007 
				                     $	 $

Net income/(expense) recognised directly in equity	 	 	 -	 -	
Net deficit for the year	 	 	 	 (1,221,208)	 (1,668,210)	

TOTAL RECOGNISED INCOME AND EXPENSE	 	 	 	 (1,221,208)	 (1,668,210)	

			 
				    2008	 2007 
				                     $	 $
	
EQUITY AT BEGINNING OF THE YEAR	 	 	 	 1,671,745	 3,339,955	
	 	 	
Total Recognised Income and Expense	 	 	 	 (1,221,208)	 (1,668,210)	

	 	 	 	 	 450,537	 1,671,745
Issue of ordinary shares	 	 13	 	 750,000	 -
Share issue costs	 	 13	 	 (50,056)	 -

EQUITY AT END OF THE YEAR	 	 	 	 1,150,481	 1,671,745	

BOTRY-ZEN LIMITED
Statement of RECOGNISED INCOME AND EXPENSE 
For the Year Ended 31 March 2008
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BOTRY-ZEN LIMITED
Statement of CHANGES IN EQUITY 
For the Year Ended 31 March 2008

The accompanying notes form part of these financial statements.



	 	 Notes		  2008	 2007		
                       				                     $	 $   	

ASSETS
 
Current assets
Accounts receivable	 	 6	 	 46,088	 23,445
Prepayments	 	 7	 	 21,675	 60,072
Inventories	 	 8	 	 178,739	 142,019

Total current assets			   	 246,502	 225,536

Non-current assets
Property, plant and equipment	 	 9	 	 2,163,736	 2,316,975
Intangible assets	 	 10	 	 25,000	 25,000

Total non-current assets	 	 	 	 2,188,736	 2,341,975

TOTAL ASSETS	 	 	 	 2,435,238	 2,567,511

LIABILITIES

Current liabilities
Bank overdraft	 	 11	 	 983,302	 577,779
Accounts payable	 	 12	 	 295,455	 311,987
Redeemable preference shares	 	 13	 	 6,000	 6,000	

Total current liabilities	 	 	 	 1,284,757	 895,766

Total liabilities	 	 	 	 1,284,757	 895,766

OWNERS EQUITY

Share capital 	 	 13	 	 9,610,977	 8,911,033
Retained earnings (deficit)	 	 14	 	 (8,460,496)	 (7,239,288)

	 	 	 	 1,150,481	 1,671,745

TOTAL LIABILITIES & OWNERS EQUITY	 	 	 	 2,435,238	 2,567,511

BOTRY-ZEN LIMITED
Balance Sheet 
As at 31 March 2008

6 7
The accompanying notes form part of these financial statements.



		  Notes			   2008		  2007 
					     $		  $	

Cash flows from operating activities

Cash was provided from (applied to):
Trading and grant revenue	 	 	 	 545,701	 62,212	
Interest (paid)/received	 	 	 	 (62,662)	 79,283
Payments to suppliers and employees	 	 	 	 (1,489,428)	 (1,502,612)
GST received/(paid) - net	 	 	 	 1,408	 36,681

Net cash outflow from operating activities		    22	 	 (1,004,981)	 (1,324,436)		

Cash flows from investing activities

Cash was provided from (applied to):
Proceeds from sale of property, plant and equipment	 	 	 890	 78,618
Payment for intangible asset	 	 	 	 -	 (25,000)
Payment for property, plant and equipment	 	 	 (134,248)	 (1,894,104)	

Net cash outflow from investing activities	 	 	 	 (133,358)	 (1,840,486)

Cash flows from financing activities

Cash was provided from (applied to):
Issue of shares	 	 	 	 750,000	 -
Partly paid redeemable preference shares	 	 	 	 -	 1,000
Issue expenses	 	 	 	 (17,184)	 (32,872) 	

Net cash inflow (outflow) from financing activities	 	 	 732,816	 (31,872)

Net increase/(decrease) in cash and short term deposits	 	 	 (405,523)	 (3,196,794)
Cash and short term deposits/(overdraft) at the beginning of the year	 	 (577,779)	 2,619,015

Cash and short term deposits/(overdraft) at the end of the year	    	 (983,302)	 (577,779)

COMPRISED OF:

Bank overdraft	 	 11	 	 (983,302)	 (577,779)

	 	 	 	 (983,302)	 (577,779)

8 9

BOTRY-ZEN LIMITED
Cash Flow Statement
For the Year Ended 31 March 2008

The accompanying notes form part of these financial statements.



1.	 Summary of Accounting Policies

	 Reporting Entity

	 Botry-Zen Limited (“Botry-Zen or Company”) is a profit-oriented entity incorporated and domiciled 	
	 in New Zealand.  The principal activity of the Company is to produce, distribute and sell biological 	
	 products for the control of plant diseases.  Botry-Zen Limited is an issuer for the purposes of the 	 	
	 Financial Reporting Act 1993 and its financial statements comply with that Act and the Companies 	
	 Act 1993.

	 Statement of Compliance
	
	 The financial statements have been prepared in accordance with Generally Accepted 	
	 Accounting Practice in New Zealand (“NZ GAAP”).  They comply with the New Zealand 	
	 Equivalents to International Financial Reporting Standards (“NZ IFRS”) and other applicable 	
	 financial reporting standards as appropriate for profit-oriented entities.
 
	 Compliance with NZ IFRS ensures that the financial statements comply with International Financial 	
	 Reporting Standards (“IFRS”).  	

	 Basis of Preparation

	 The financial statements have been prepared on the basis of historical cost.  Cost is based on the 	
	 fair values of the consideration given in exchange for assets.

	 Accounting policies are selected and applied in a manner which ensures that the resulting 	
	 financial information satisfies the concepts of relevance and reliability, thereby ensuring that the 	
	 substance of the underlying transactions or other events is reported.

	 The Company changed its accounting policies on 1 April 2007 to comply with NZ IFRS.  The 	
	 transition to NZ IFRS is accounted for in accordance with NZ IFRS-1 ‘First-time Adoption of New  
	 Zealand Equivalents to International Financial Reporting Standards’, with 1 April 2006 as the date 	
	 of transition.  An explanation of how the transition from superseded policies to NZ IFRS has affected 	
	 the Company’s Balance Sheet, Income Statement and cash flows is discussed in Note 24.

	 The accounting policies set out below have been applied consistently to all periods presented in 	
	 these financial statements and in preparing an opening NZ IFRS Balance Sheet as at 1 April 2006 	
	 for the purposes of the transition to NZ IFRS.

	 The financial statements are presented in New Zealand dollars.

	 Critical Judgements in applying accounting policies

	 In the application of NZ IFRS management is required to make judgements, estimates and 	
	 assumptions about carrying values of assets and liabilities that are not readily apparent from other 	
	 sources.  The estimates and associated assumptions are based on historical experience and 	
	 various other factors that are believed to be reasonable under the circumstance, the results of 	
	 which form the basis of making the judgements.  Actual results may differ from these estimates.  	
	 The estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to 	
	 accounting estimates are recognised in the period in which the estimate is revised if the revision 	
	 affects only that period or in the period of the revision and future periods if the revision affects 	
	 both current and future periods.

	 Key Sources of Estimation Uncertainty

	 Judgements made by management in the application of NZ IFRS that have significant effects on 	
	 the financial statements and estimates with a significant risk of material adjustments in the next 	
	 year are disclosed, where applicable, in the relevant notes to the financial statements.

	 Key Sources of Estimation Uncertainty include:

		  	 	Estimating the remaining useful life of various items of property, plant and equipment.  If the 		
	 	 useful life does not reflect the actual consumption of the benefits of the assets, the Directors 	
	 	 	could be over or under estimating the depreciation charge recognised as an expense in the 	
	 	 income statement.
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BOTRY-ZEN LIMITED
Notes to the Financial Statements
For the Year Ended 31 March 2008



1.	 Summary of Accounting Policies (Cont.)

	 	 	 Applying the Going Concern Assumption - refer to Note 20.
	
	 	 	 Assessing whether the indicators of impairment (recurring net losses and operating cashflow 	

	 	 deficits) should result in any impairment provision in relation to non-current assets (property, 	
	 	 plant and equipment and intangible assets).  Further details of the Directors’ assessment of 	
	 	 future operating cashflows and the going concern assumption are included in Note 20).

	 	 Estimates and judgements are continually evaluated and are based on historical experience 	
	 	 and other factors, including expectations of future events that are believed to be measurable 	
	 	 under the circumstances.

 
	 Significant Accounting Policies
	
	 The principal accounting policies applied in the preparation of the financial statements are set 	
	 out below.  These policies have been consistently applied unless otherwise stated.

	 Property, Plant and Equipment

	 All items of Property, Plant and Equipment are stated at cost less accumulated depreciation, and 	
	 impairment.  Cost includes expenditure that is directly attributable to the acquisition of the item.  	
	 In the event that settlement of all or part of a purchase consideration is deferred, cost is determined 	
	 by discounting the amounts payable in the future to their present value as at the date of 	
	 acquisition.

	 Depreciation is provided on property, plant and equipment.

	 Depreciation is calculated on either a straight line or diminishing value basis so as to write off the 	
	 net cost of the asset over its expected useful life to its estimated residual value.   The following 	
	 estimate of useful lives are used in the calculation of depreciation:

	 Plant and machinery	 	2-25 years (Diminishing value)
	 Motor vehicles	 	5-8 years   (Diminishing value)
	 Office equipment	 	2-8 years   (Diminishing value)
	 Lessee improvements	 	4-7 years   (Diminishing value) 

	 Intangible Assets 

	 Intellectual Property	

	 The cost of intellectual property is written off until such time as it becomes clear that future 	
	 economic benefits attributable to that expenditure will flow to the Company.  Where there is 	
	 sufficient evidence to support the probability of the expenditure generating sufficient future 	
	 economic benefits, intellectual property including patents, trademarks and licenses are 	
	 considered finite life intangible assets and are recorded at cost less accumulated amortisation. 	
	 Amortisation is charged on a straight line basis over their estimated useful life.  

	 The estimated useful life and amortisation period is reviewed at the end of each annual reporting 	
	 period. Provision is made for any permanent impairment in the value of finite life intangible assets.
	

	 The estimated useful life is ten years.

	 Research and development costs	

	 Expenditure on research activities is recognised as an expense in the period in which it is incurred.  	
	 No internally generated intangible assets have been recognised as such amounts are not 	
	 believed to be supportable based on subsequent cashflows; therefore, all development 	
	 expenditure has been recognised as an expense in the period in which it is incurred.
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1.	 Summary of Accounting Policies (Cont.)
	
	 An intangible asset arising from development (or from the development phase of an internal 	
	 project) is recognised if, and only if, all of the following are demonstrated:

	 	 	 The technical feasibility of completing the intangible asset so that it will be available	
		 	 for use or sale

	 	 	 The intention to complete the intangible asset and use or sell it
	 	 	 The ability to use or sell the intangible asset
	 	 	 How the intangible asset will generate probable future economic benefits
	 	 	 The availability of adequate technical, financial and other resources to complete the 	 	

		 	 development and to use or sell the intangible asset
	 	 	 The ability to measure reliably the expenditure attributable to the intangible asset during 	

		 	 the development

	 Impairment of Assets

	 At each balance sheet date, the Company reviews the carrying amounts of its assets to 	 	
	 determine whether there is any indication that those assets have suffered an impairment loss. 	 	
	 If any such indication exists, the recoverable amount of the asset is estimated in order to 	
	 determine the extent of the impairment loss (if any). Where the asset does not generate cash 	
	 flows that are independent from other assets, the Company estimates the recoverable amount of 	
	 the cash-generating unit to which the asset belongs. 

	 The recoverable amount is the higher of fair value less costs to sell and value in use. In assessing 	
	 value in use, the estimated future cash flows are discounted to their present value using a pre-tax 	
	 discount rate that reflects current market assessments of the time value of money and the risks 	
	 specific to the asset for which the estimates of future cash flows have not been adjusted.
	 	
	 If the recoverable amount of an asset (cash-generating unit) is estimated to be less than its 	
	 carrying amount, the carrying amount of the asset (cash-generating unit) is reduced to its 	
	 recoverable amount.   An impairment loss is recognised in profit or loss immediately, unless the 	
	 asset is carried at fair value, in which case the impairment loss is treated as a revaluation 	
	 decrease.

	 Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-	
	 generating unit) is increased to the revised estimate of its recoverable amount, but only to the 	
	 extent that the increased carrying amount does not exceed the carrying amount that would 	
	 have been determined had no impairment loss been recognised for the asset (cash-generating 	
	 unit) in prior years. A reversal of an impairment loss is recognised as income immediately unless 	
	 the asset is carried at fair value, in which case the reversal of the impairment loss is treated as a 	
	 revaluation increase.

	 Revenue Recognition

	 Revenue is measured at the fair value of the consideration received.

	 Sale of Goods

	 Revenue from the sale of goods is recognised when the Company has transferred to the buyer 	 	
	 the significant risks and rewards of ownership of the goods. 

	 Interest Revenue

	 Interest revenue is accrued on a time basis, by reference to the principal outstanding and the 	
	 effective interest rate applicable, which is the rate that exactly discounts estimated future cash 	
	 receipts through the expected life of the financial asset to that asset’s net carrying amount. 

	 Other Income

	 Grant income is recognised when the Company has met all of the requirements established by 	
	 the grant.  Grant income that is receivable as compensation for expenses or losses already 	
	 incurred or for the purpose of giving immediate financial support to the consolidated entity with 	
	 no future required costs are recognised as income of the period in which it becomes receivable.

BOTRY-ZEN LIMITED
Notes to the Financial Statements
For the Year Ended 31 March 2008



1.	 Summary of Accounting Policies (Cont.)

	 Borrowing Costs

	 All borrowing costs are recognised in the Income Statement in the period in which they are incurred.

	 Taxation

	 Current Tax

	 Current tax is calculated by reference to the amount of income taxes payable or recoverable 	 	
	 in respect of the taxable profit or tax loss for the period.  It is calculated using tax rates and tax laws 	
	 that have been enacted or substantively enacted by reporting date.  Current tax for current and 	 	
	 prior periods is recognised as a liability (or asset) to the extent it is unpaid (or refundable).

	 Deferred Tax
	 Deferred tax is accounted for using the comprehensive balance sheet liability method in respect of 	
	 temporary differences arising from differences between the carrying amount of assets and liabilities 	
	 in the financial statements and the corresponding tax base of those items.

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax 
assets are recognised to the extent that it is probable that sufficient taxable amounts will be 	
available against which deductible temporary differences or unused tax losses and tax offsets 
can be utilised. However, deferred tax assets and liabilities are not recognised if the temporary 
differences giving rise to them arise from the initial recognition of assets and liabilities (other than as a 
result of a business combination) which affects neither taxable income nor accounting profit.  

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the 	 	
period when the liability is settled or the asset is realised based on tax rates that have been enacted 
or substantively enacted at reporting date.  Deferred tax is charged or credited in the Income 
Statement, except when it relates to items charged or credited directly to equity, in which case the 
deferred tax is also dealt with in equity.

	 Inventories

	 Inventories are valued at the lower of cost and net realisable value.  Net realisable value represents 	
	 the estimated selling price less all estimated costs of completion and costs to be incurred in 		 	
	 marketing, selling and distribution.

	 Goods and Services Tax (GST)

	 All items in the balance sheet are stated exclusive of GST, with the exception of receivables and 	 	
	 payables, which include GST.  All items in the income statement are stated exclusive of GST.

Cash flows are included in the cash flow statement on a net basis.  The GST component of cash 	
flows arising from investing and financing activities which is recoverable from, or payable to, the 
taxation authority is classified as operating cash flows.

Financial Instruments

Financial assets and financial liabilities are recognised on the Company’s Balance Sheet when the 
Company becomes a party to the contractual provisions of the instrument.

	 (a)	 Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, demand deposits, and other short-term 	
highly liquid investments that are readily convertible to a known amount of cash and are 	
subject to an insignificant risk of changes in value.  Bank overdrafts are shown within current 	
liabilities in the Balance Sheet.
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1.	 Summary of Accounting Policies (Cont.)

	 	 	 (b)	 Accounts receivable

	 	 	 Accounts receivable are measured at initial recognition at fair value and are subsequently 	
	 	 	 measured at amortised cost using the effective interest rate method. Appropriate 	 	
	 	 	 allowances for estimated irrecoverable amounts are recognised in profit or loss when 	
	 	 	 there is objective evidence that the asset is impaired. The allowance recognised is 	 	
	 	 	 measured as the difference between the asset’s carrying amount and the present value 	
	 	 	 of estimated future cash flows discounted at the effective interest rate computed at 	
	 	 	 initial recognition.

	 	 	 (c)	 Equity Instruments

	 	 	 Equity instruments issued by the Company are recorded at the proceeds received, net of 	
	 	 	 issuance costs. 

	 	 	 (d)	 Accounts Payable

	 	 	 Accounts payable are recognised when the Company becomes obligated to make 	
	 	 	 future payments resulting from the purchase of goods or services.  Accounts payable 	
	 	 	 are initially measured at fair value and subsequently measured at amortised cost using the 	
	 	 	 effective interest rate method.

	 	 	 (e)	 Employee benefits
	
	 	 	 Provision is made for benefits accruing to employees in respect of wages and salaries, 	
	 	 	 annual leave, and sick leave when it is probable that settlement will be required and they 	
	 	 	 are capable of being measured reliably.

	 	 	 Provision is made in respect of employee benefits expected to be settled within 12 months, 	
	 	 	 are measured at their nominal values using the remuneration rate expected to apply at 	
	 	 	 the time of settlement.

	 	 	 Provisions made in respect of employee benefits which are not expected to be settled 	
	 	 	 within 12 months are measured at the present value of the estimated future cash outflows 	
	 	 	 to be made by the Company in respect of services provided by employees up to 	 	
	 	 	 reporting date.

	 Cash Flow Statement 

	 The cash flow statement is prepared exclusive of GST, which is consistent with the method used in 	
	 the income statement. 

	 Operating activities include all transactions and other events that are not investing or financing 	
	 activities.

	 Investing activities are those activities relating to the acquisition and disposal of current and 	
	 non-current investments and any other non-current assets.

	 Financing activities are those activities relating to changes in the equity and debt capital structure 	
	 of the Company and those activities relating to the cost of servicing the Company’s equity. 

12 13

BOTRY-ZEN LIMITED
Notes to the Financial Statements
For the Year Ended 31 March 2008



2.	 SURPLUS From Operations 
     					            2008	                2007	
					                      $	 $

(a)	 Trading Revenue

	 Trading revenue consisted of the following items:

	 Sale of goods 	 	 	 	 342,208	 60,689

	 	 	 	 342,208	 60,689

(b)	 Other Income
	
	 Other income from operations consisted of the following items:

	 Gain on disposal of property, plant and equipment	 	 	 -	 10,876
	 Grant income	 	 	 	 232,043	 -
	 Sundry income	 	 	 	 340	 1,484

	 	 	 	 232,383	 12,360

 (c)	 Finance Costs

	 Interest on bank overdraft	 	 	 	 63,834	 10,190	

				    	 63,834	 10,190

(d) 	 Other Expenses

	 Deficit before taxation includes the following specific expenses:
	 	 		  2008	 2007 
				                     $	 $	
	 	 	
	 Research and development costs immediately expensed	 	 141,402	 154,648	

	 Operating lease minimum lease payments	 	 	 132,648	 136,224

	 Foreign exchange losses	 	 	 	 720	 22,761
	
	 Directors’ fees	 	 	 	 30,000	 48,654	

	 Depreciation of property, plant and equipment assets (Note 9)	 	 285,559	 169,223	

	 Amortisation of intangible assets (Note 10)	 	 	 -	 -	

	 Loss on sale of property, plant and equipment	 	 	 1,038	 -	
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3. 	I NCOME TAXES

(a)	I ncome tax recognised in profit or loss

	 The Company has incurred an operating deficit in this period and no taxation is payable.  The 	
	 prima facie income tax expense on pre-tax accounting profit reconciles to the income tax 	
	 expense in the financial statements as follows:

					    2008	 2007 
					     $	 $ 
	
	 Deficit before tax	 	 	 	 (1,221,208)		 (1,668,210)

	 Income tax expense (benefit) calculated at 33%	 	 	 (402,999)		 (550,509)
	 Non-deductible expenses	 	 	 	 927		 5,859
	 Temporary differences and tax losses not recognised	 	 263,443		 544,650
	 Change in tax rates	 	 	 	 136,089		 -
	 Prior period adjustments	 	 	 	 2,540		 -
	  
	 Balance at end of the year	 	 	 	 -		 -

(b)	 Income Tax Recognised Directly In Equity 

	 There was no current or deferred tax charged/(credited) directly to equity during the period.

(c)	 Deferred tax balances
 
	 The Company has an unrecognised deferred tax asset of $1,360,890 measured at 30% as discussed 	
	 below (2007: $1,094,258)

	 The Company has estimated tax losses of $2,183,310 at balance date (2007: $1,211,989) available 	
	 to carry forward and offset against future taxable income.  These are subject to confirmation by 	
	 the Inland Revenue Department and subject to meeting the requirements of the Income Tax Act 2004.

	 As at 31 March 2008, the Company had made elections under section EJ 21 of the Income Tax Act 	
	 to defer certain amount of Research and Development expenditure.  These expenses are 	
	 available to be claimed in future periods against taxable income subject to meeting the 	
	 requirements of the income tax legislation.  The amount of deferred expenditure at 31 March 2008 	
	 is $1,699,081 (31 March 2007: $1,379,956).

	 As referred to in the accounting policies a debit balance in the deferred tax account, arising from 	
	 timing differences or income tax benefits from income tax losses, is only recognised if there is 	
	 probability of realisation.  Currently the tax losses and deferred research and development 	
	 expenditure are not recognised as a future income tax benefit.

	 Legislation has been enacted which, from 2008/2009, changes the corporate tax rate to 30% from 	
	 33%.  Accordingly the unrecognised deferred tax asset has been re-measured at 30% to the extent 	
	 the underlying temporary differences are expected to reverse in 2008/2009 and beyond.

(d) 	 Imputation credit account balances
	 Balance at beginning of the year	 	 	 	 -		 -
	 RWT attached to interest received	 	 	 	 -		 -
	 Taxation refund (net)	 	 	 	 -		 -	
	
	 Balance at end of the year	 	 	 	 -		 -
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				    2008	 2007 
				                     $	 $
4.	 REMUNERATION OF AUDITORS

	 Audit of the financial statements	 	 	 	 20,266	 10,779
	 Other assurance services	 	 	 	 7,000	 6,035
	 Taxation advice	 	 	 	 -	 3,729

	 	 	 	 27,266	 20,543

	 The auditor of Botry-Zen Limited is Deloitte.

5.	 KEY MANAGEMENT PERSONNEL COMPENSATION

	 The compensation of the Chief Executive, Directors and other senior management, being the 	
	 key management personnel of the entity, is set out below:
	
	 Short-term employee benefits	 	 	 	 235,616	 245,395	
	

6.	 ACCOUNTS Receivable

	 Accounts receivable (i)	 	 	 	 32,501	 -
	 Goods and Services Tax (GST) receivable	 	 	 13,587	 23,445	

	 	 	 	 46,088	 23,445

	 (i)	 The average credit period on sales of goods is 35 days.  

	 	 Included in the Company’s accounts receivable balance are debtors with a carrying amount 	
	 of $32,501 (2007: $Nil) which are past due at the reporting date for which the Company has 	
	 not provided as there has not been a significant change in credit quality and the Company 	
	 believes that the amounts are still considered recoverable.  The Company does not hold any 	
	 collateral over these balances.  The average age of these receivables is 30-60 days (2007: 	
	 Nil days).

7.	 PREPAYMENTS

	 Prepayments	 	 	 	 21,675	 27,200
	 Deferred share issue costs	 	 	 	 -	 32,872	

	 	 	 	 	 21,675	 60,072

8.	I NVENTORIES

	 Raw Materials	 	 	 	 125,648	 37,954
	 Work in Progress	 	 	 	 8,298	 1,871
	 Finished Goods	 	 	 	 44,793	 102,194

	 Inventories at cost	 	 	 	 178,739	 142,019
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9.	 PROPERTY, PLANT AND EQUIPMENT 

16 17

      

C
o

st
 	

1 
M

a
rc

h
 2

00
7

A
d

d
iti

o
n

s

D
isp

o
sa

ls

Tr
a

n
sf

e
rs

C
o

st
 	

31
 M

a
rc

h
 2

00
8

A
c

c
u

m
u

la
te

d
 	

d
e

p
re

c
ia

tio
n

 a
n

d
 im

p
a

irm
e

n
t 

c
h

a
rg

e
s 

1 
M

a
rc

h
 2

00
7

D
e

p
re

c
ia

tio
n

 e
xp

e
n

se

A
c

c
u

m
u

la
te

d
 d

e
p

re
c

ia
tio

n
 

re
ve

rs
e

d
 o

n
 d

isp
o

sa
l

A
c

c
u

m
u

la
te

d
 	

d
e

p
re

c
ia

tio
n

 a
n

d
 

im
p

a
irm

e
n

t 
c

h
a

rg
e

s 
	

31
 M

a
rc

h
 2

00
8

Bo
o

k 
V

a
lu

e
	

31
 M

a
rc

h
 2

00
8

 $  $  $  $  $  $  $  $  $  $ 

Plant and 	
Machinery 

1,969,497 130,375 (5,628) 103,298 2,197,542 (289,450) (226,265) 3,700 (512,015) 1,685,527

Motor 	
Vehicles 

11,000  -  -  - 11,000 (7,170) (671)  - (7,841) 3,159

Office 	
Equipment 

49,400 1,800  -  - 51,200 (30,309) (4,568)  - (34,877) 16,323

Lessee 	
Improvements 

539,615 2,073  -  - 541,688 (28,906) (54,055)  - (82,961) 458,727

Assets Under 	
Contruction 

103,298  -  - (103,298)  -  -  -  -  -  -

Total Property, 	
Plant and 	
Equipment 

2,672,810 134,248 (5,628)  - 2,801,430 (355,835) (285,559) 3,700 (637,694) 2,163,736
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 $  $  $  $  $  $  $  $  $  $ 

Plant and 	
Machinery 

528,529 1,352,554 (140,194) 228,608 1,969,497 (229,441) (132,461) 72,452 (289,450) 1,680,047

Motor 	
Vehicles 

11,000  -  -  - 11,000 (6,342) (828)  - (7,170) 3,830

Office 	
Equipment 

46,064 3,336  -  - 49,400 (22,898) (7,411)  - (30,309) 19,091

Lessee 	
Improvements 

1,401 538,214  -  - 539,615 (383) (28,523)  - (28,906) 510,709

Assets Under  
Contruction 

331,906  -  - (228,608) 103,298  -  -  -  - 103,298

Total Property,       
Plant and 	
Equipment 

918,900 1,894,104 (140,194)  - 2,672,810 (259,064) (169,223) 72,452 (355,835) 2,316,975
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For the Year Ended 31 March 2008

2008

2007



10.	 FINITE LIFE INTANGIBLE ASSETS

		  Intellectual Property	 Total
				    	                         $	 $
	 Gross Carrying Amount
	 Balance at 1 April 2006	 	 	 	 -	 -
	 Additions	 	 	 	 25,000	 25,000

	 Balance at 31 March 2007	 	 	 	 25,000	 25,000
	 Additions	 	 	 	 -	 -

	 Balance at 31 March 2008	 	 	 	 25,000	 25,000

	 	 	
	 Accumulated amortisation and impairment
	 Balance at 1 April 2006	 	 	 	 -	 -	
	 Impairment losses charged to profit	 	 	 	 -	 -
	 Amortisation expense	 	 	 	 -	 -

	 Balance at 31 March 2007	 	 	 	 -	 -
	 Impairment losses charged to profit	 	 	 	 -	 -
	 Amortisation expense	 	 	 	 -	 -

	 Balance at 31 March 2008	 	 	 	 -	 -

	 	 	 	 	
	 Net Book Value at 31 March 2007		  	 	 25,000	 25,000

	 Net Book Value at 31 March 2008		  	 	 25,000	 25,000

	 In 2007 the Company acquired intellectual property for the rights to certain production 	 	
	 techniques. At 31 March 2008, such production processes were being tested to verify 	 	
	 their application with the Company’s production processes, therefore, amortisation had not yet 		
	 commenced.  Amortisation is expected to commence during fiscal year 2009.

	 				    2008	 2007 
11.	B ANK OVERDRAFT				                     $	 $

	 Secured borrowings
	 Bank overdraft facility (i)	 	 	 	 		 983,302		 577,779	
	 	 	 	 	
	 	 	 	 	 	 		 983,302		 577,779	

	 	 (i) Bank overdraft facility (secured)

	 	 Amount used	 	 	 	 		 983,302		 577,779	
	 	 Amount unused	 	 	 	 		 116,698		 22,221

	 	 	 	 	 		 1,100,000		 600,000
	
	 The facility is secured over all present and future acquired property of the Company.  Interest 	 		
	 is on a floating basis using the base rate for the Bank of New Zealand’s Market Connect 	
	 Overdraft Product plus a margin.  At 31 March 2008 the facility carries an effective interest rate of 	
	 11.50 %. (2007: 10.24%).

	 Guarantees

	 The National Bank of New Zealand on behalf of Botry-Zen Limited, has provided a guarantee of 			
	 $75,000 to the New Zealand Stock Exchange.
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	 			   2008	 2007 
				                     $	 $
12.	accoun ts PAYABLE

	 Accounts payable	 	 	 		 	 		 101,723		 123,380
	 Employee entitlements	 	 	 		 	 		 41,441		 56,938
	 Other	 	 	 		 	 		 152,291		 131,669

	 	 	 	 		 	 		 295,455		 311,987	

	 The average credit period on purchases is 30 days. 

13.	 SHARE CAPITAL

		  2008 	 2008	 2007 	 2007
		  No. of Shares	 $	 No. of Shares	 $
	 Ordinary Shares

	 Balance at beginning of the year	 153,333,332	 8,911,033	 153,333,332	 8,911,033

	 Ordinary share issuance	 18,750,000	 750,000	 -	 -
	 Less cost of share issuance	 -	 (50,056)	 -	 -	
	 	

	 Balance at end of the year	 172,083,332	 9,610,977	 153,333,332	 8,911,033

	 172,083,332 (2007: 153,333,332) shares are fully paid. All shares carry equal voting rights and 	 		
	 participate equally in any dividend distribution or any surplus on the winding up of the Company.

	 Changes to the Companies Act in 1993 abolished the authorised capital and par value concept 	
	 in relation to share capital from 1 July 1994.  Therefore, the company does not have a limited 	 	
	 amount of authorised capital and issued shares do not have a par value.

	 Redeemable Preference Shares

	 500,000 redeemable preference shares, which are convertible to ordinary shares, have been 	 	
	 issued to an employee. The shares were issued at 10 cents per share and have been partly paid 	
	 to 1 cent per share.  At each 12 month interval from the date the shares were issued (31 July 	
	 2004) a quarter of the shares vest with the employee and are available to convert to ordinary 	
	 shares on the date of payment of the outstanding issue price for those shares.

	 An additional 500,000 redeemable preference shares, which are convertible to ordinary shares, 	
	 have been issued to an employee. The shares were issued at 5 cents per share and have been 	
	 partly paid to 0.2 cents per share.  At each 12 month interval from the date the shares were 	
	 issued (31 July 2006) a third of the shares vest with the employee and are available to convert to 	
	 ordinary shares on the date of payment of the outstanding issue price for those shares.

	 The redeemable preference shares are recognised as liabilities as the agreements stipulate 	
	 that the employee may call upon the Company to repurchase the redeemable shares at 	 	
	 any time. The redemption price is limited to the subscription price less the amount unpaid on the 	
	 redeemable preference shares.
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13.	 SHARE CAPITAL (Cont.)
	 2008	 2007	
	 Cents per Share	 Cents per Share	
		
	 Basic earnings per share 	 	 	 	 	 	 	 	 (0.7)	 (1.1)
	
	 The earnings and weighted average number of ordinary shares used in the calculation of basic 			
	 earnings per share are as follows:
	 				    2008	 2007
				    $	 $ 

	 Net deficit 	 	 	 (1,221,208)	 (1,668,210)

	 			   Number	 Number
	 Weighted average number of ordinary shares	 	 	 	
	 for the purposes of basic earnings per share	 	 	 169,061,825	 153,333,332

			   2008			 
			   Cents per Share	 Cents per Share
	 Diluted earnings per share	 	 	 (0.7)	 (1.1)

	 The earnings and weighted average number of ordinary shares used in the calculation of diluted 	
	 earnings per share are as follows:
				    2008	 2007	
				    $	 $ 
	
	 Net deficit 	 	 	 (1,221,208)	 (1,668,210)

	 			   Number	 Number
	 Weighted average number of ordinary shares for the 	
	 purpose of diluted earnings per share 	 	 	 169,061,825	 153,333,332

	 As the Company experienced a net deficit in both 2008 and 2007, there is no difference in the 	 	
	 weighted average number of ordinary shares used for purposes of calculating the diluted 	 	
	 earnings per share to that used in the calculation of basic earnings per share. 	 	
						    
				    2008	 2007
14.	 RETAINED EARNINGS (DEFICIT)						      $	 $

	 Balance at beginning of the year	 	 		 		 (7,239,288)		 (5,571,078)
	 Net deficit for the year	 	 		 		 (1,221,208)		 (1,668,210)

	 Balance at end of the year	 	 		 		 (8,460,496)		 (7,239,288)

15.	 OPERATING LEASE COMMITMENTS
 
	 Operating leases relate to factory and office premises with lease terms of between 3 to 5 years, 	 	
	 with options to renew on the factory premise lease for a further 10 years.   All operating lease 	
	 contracts contain 3 yearly market review clauses. The Company does not have an option to 	
	 purchase the leased asset at the expiry of the lease period. 
	
	 			   2008	 2007 
				                     $	 $
a)	 Non-cancellable operating lease payments
	 Not longer than 1 year	 	 	 127,349	 130,450
	 Longer than 1 year and not longer than 5 years	 	 	 62,155	 183,116
	 Longer than 5 years	 	 	 -	 -

	 	 	 	 189,504	 313,566
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16.	 RELATED PARTY TRANSACTIONS

	 Dr M G Shepherd is a director and shareholder of BioCell Corporation Limited and 	
	 PharmaZen Limited. 

	 	During the year the following transactions were entered into with related parties which were 	 	 	
	 conducted on normal commercial terms:

	 The Company has:

	 (a)	 	Made payments to PharmaZen Limited for services provided to Botry-Zen Limited to the value 		 	
	 	 	 of $78 (2007: $843).	

	 	 Made payments to PharmaZen Limited for property, plant and equipment purchased by 	
	 	 Botry-	Zen Limited to the value of $4,200 (2007: $3,753).

	 	 	 The net balance owing to PharmZen Limited at 31 March 2008 was $78 (2007: $Nil).

	 (b)	 Made payments to BioCell Corporation Limited for services provided to Botry-Zen Limited to the 	
	 	 value of $1,701 (2007: $1,861).

	 	 	 The net balance owing to BioCell Corporation Limited at 31 March 2008 was $495 (2007: $Nil).

	 (c)	 Other Transactions Involving Related Parties
	 	 	 There were no other transactions with related parties.

17.	 COMMITMENTS FOR EXPENDITURE

	 (a)	 Capital Expenditure Commitments
	 	 	 There were no capital expenditure commitments at 31 March 2008 (2007: $Nil).  

	 (b)	 Lease Commitments
	 	 	 	Non-cancellable operating lease commitments are disclosed in Note 15.

18.	 CONTINGENT ASSETS AND CONTINGENT LIABILITIES

	 There were no material contingent assets or contingent liabilities at 31 March 2008 (2007: $Nil).  

19.	 SUBSEQUENT EVENTS

In June the Company announced that subject to all necessary shareholder approvals, it intends 
to 	make a private placement of convertible notes and stapled options of up to $1,800,000. The 
convertible notes are proposed to have a face value of $1.00, pay quarterly interest at a fixed 	 	
rate of 11.25% per annum, and have a term of 4 years at which point, if not converted prior to that 		
time, the notes will convert into ordinary shares ranking equally with all other shares on issue in 
respect of dividends and voting rights.  The Company has received to date $1,300,000 contingent 
on shareholder approval.

	 	Subsequent to year end the Company increased its credit facility to $1,700,000.  The facility is 	 	 	 	
	 	payable on demand and is contingent on the Company placing all of the proceeds from the 		 	 	
	 	convertible note issue into the Company’s account at Bank of New Zealand.

20.	 GOING CONCERN

The financial statements have been prepared using the going concern assumption.

Botry-Zen Limited recorded a net deficit of $1,221,208 for the year ended 31 March 2008 and has a 
bank overdraft of $983,302 at 31 March 2008.

As set out in Note 19, subsequent to year end the Company announced its plans to issue 
convertible notes of approximately $1,800,000.  

The Company has prepared a business plan and budget which indicate that cash generated as a 
result of operations and the issuance of convertible notes is sufficient for the Company to continue 
operating for a period of at least 12 months from the date these financial statements were 
approved by the Board of Directors.
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20.	 GOING CONCERN (Cont.)

For the reasons set out above, the Directors believe the going concern assumption is a valid 
basis on which to prepare the financial statements.  The Directors reached this conclusion having 
regard to the circumstances, which they consider likely to affect the Company during the period 
of one year from the date these financial statements are approved (as set out above), and to 
circumstances, which they believe will occur after that date which could affect the validity of 
the going concern assumption.  The cashflow forecasts prepared by the Directors support the 
carrying value of the property, plant and equipment and intangible assets.

Whilst the Directors are confident in the company’s ability to continue as a going concern, there 
is significant uncertainty as to whether the Company will be able to raise additional cash by way 
of the convertible notes.  In the event the planned convertible note issuance is not substantially 
taken up by the investors it is likely the company will not be able to continue as a going concern.  
Even in the event the planned convertible note issuance raises sufficient cash to enable the 
Company to operate for the next financial year, there remains significant uncertainty as to 
whether the Company can achieve the sales and cash flows predicted within the timeframe 
set out in the Board of Directors’ plans prior to utilisation of current and any future available 
cash resources.  Accordingly there is significant uncertainty as to whether the Company can 
continue as a going concern and therefore, whether they will be able to pay their debts as and 
when they become due and payable.  If the Company were unable to continue in operational 
existence, and pay debts as and when they become due and payable, adjustments have to 
be made to reflect the situation that assets may need to be realised and liabilities extinguished, 
other than in the normal course of business and at amounts which could differ significantly from 
the amounts at which they are currently recorded in the balance sheet.  This situation would likely 
impact significantly the carrying value of property, plant and equipment and intangible assets in 
particular.

These financial statements do not include any adjustments relating to the recoverability and 
classification of recorded asset amounts or to the amounts and classification of liabilities that may 
be necessary should the Company be unable to continue as a going concern.

21.	 SEGMENTAL REPORTING

	 The Company currently operates in one geographical segment being New Zealand and has one 		
	 business segment being the production and sale of the BOTRY-Zen and ARMOUR-Zen products.	

22.	 NOTES TO THE CASH FLOW STATEMENT
					     2008	 2007 
					                      $	 $
	 	 	 	 	
	 Reconciliation of Net Deficit after Taxation with net Cash Flows from Operating Activities 

	 Net Deficit for the year	 	 	 (1,221,208)	 (1,668,210)	
	 	 	
	 Adjustments for non-cash items:

	 Loss/(gain) on disposal of property, plant and equipment	 	 1,038	 (10,876)
	 Depreciation 	 	 	 285,559	 169,223

	 	 	 	 286,597	 158,347	
	 	 	 	 	 	

	 Movements in working capital
	 Accounts receivable	 	 	 (22,643)	 59,803
	 Prepayments 			   38,397	 61,977
	 Inventories	 	 	 (36,720)	 (142,019)
	 Accounts payable	 	 	 (16,532)	 172,794

	 	 	 	 (37,498)	 152,555
	
	 Movements in prepayments attributable to financing activities	 	 (32,872)	 32,872

	 Net cash inflow (outflow) from operating activities	 	 	 (1,004,981)	 (1,324,436)
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22.	 NOTES TO THE CASH FLOW STATEMENT (Cont.)

	 Note that in the prior year the Company incurred and paid $32,872 for costs related to 	
	 the current year capital raising.  These costs were included in prepayments in the prior year and 	
	 recognised directly into equity in the current year.  This movement in prepayments in the current 	
	 year has been treated as a non-cash movement.  Also note that these costs were incorrectly 	
	 reflected as part of the cash outflow from operating activities in the prior year and have 	
	 accordingly been reclassified to financing activities for comparative purposes.

23.	 FINANCIAL INSTRUMENTS

	 (a)	Financial Risk Management Objectives
	 	 Exposure to credit, interest rate, foreign currency, equity price and liquidity risks arises in the 	
	 	 normal course of the Company’s business.

	 	 The Company does not enter into or trade financial instruments, including derivative financial 	
	 	 instruments, for speculative purposes.  Specific risk management objectives and policies are 	
	 	 set out below.

	 (b)	Capital Risk Management
	 	 The Company manages its capital to ensure that the Company will be able to continue as 	
	 	 a going concern while maximising the return to stakeholders through the optimisation of the 	
	 	 debt and equity balance.

	 	 The capital structure of the Company consists of debt, which includes the bank overdraft 	
	 	 disclosed in Note 11, redeemable preference shares and equity, comprising issued capital 	
	 	 and 	retained earnings as disclosed in Notes 13 and 14 respectively.	
	 	 The Company’s Board of Directors reviews the capital structure on a regular basis.  
	 	 The Company is not subject to externally imposed capital requirements.	
	 	 The Company’s overall strategy remains unchanged from 2007.

	 (c)	  Market Risk 
	 	 Market risk is the potential for change in the value of on and off balance sheet positions 	
	 	 caused by a change in the value, volatility or relationship between market risks and prices.  	
	 	 Market risk arises from the mismatch between assets and liabilities, both on and off balance 	
	 	 sheet, and from controlled funding undertaken in pursuit of profit.
 
	 (d)	 Interest Rate Risk
	 	 The Company is exposed to interest rate risk as it borrows funds at floating interest rates. 

	 	 Fair value interest rate risk is the risk that the value of a financial instrument will fluctuate due 	
	 	 to changes in market interest rates.  Investments at fixed interest rates expose the Company 	
	 	 to fair value interest rate risk. 

	 	 Cash flow interest rate risk is the risk that the cash flows from a financial instrument will 	 	
	 	 fluctuate because of changes in market interest rates.  Borrowings issued at variable interest 	
	 	 rates expose the Company to cash flow interest rate risk.  The risk is managed by the Board 	
	 	 of Directors through the authorised use of derivative financial instruments, as deemed 	
	 	 necessary, under approved policy guidelines.  The Company does not have any derivative 	
	 	 financial instruments at balance date (2007: Nil). 

	 	 The Company’s exposure to interest rates on financial liabilities is detailed in the liquidity risk 	
	 	 management section of this note.

	 (e)	Foreign Exchange Risk
	 	 In the course of normal trading activities, the Company undertakes transactions 	
	 	 denominated in foreign currencies, hence exposures to exchange rate fluctuations arise.  	
	 	 The Company does not hedge this risk. 

	 (f)	 Other Price Risk 
	 	 The Company is not exposed to substantial other price risk arising from financial instruments.

	 (g)	Credit Risk 
	 	 Credit risk refers to the risk that a counterparty will default on its contractual obligations 	
	 	 resulting in financial loss to the Company.  Financial instruments which potentially subject the 	
	 	 Company to credit risk, principally consist of bank balances and accounts receivable. The 	
	 	 Company has adopted a policy which is used to manage this exposure to credit risk.  	
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23.	 FINANCIAL INSTRUMENTS (Cont.)

	 	 As part of this policy, limits on exposures with counter parties have been set and approved by 	
	 	 the Board of Directors and are monitored on a regular basis. At balance date, the Company 	
	 	 does not have any significant concentrations of credit risk. It does not require any collateral 	
	 	 or security to support financial instruments as it only deposits with trading banks with high 	
	 	 credit ratings. The Company does not expect any non-performance of any obligations at 	
	 	 balance date. 

	 (h)	 Liquidity Risk Management

	 	 Ultimate responsibility for liquidity risk management rests with the Board of Directors, 	
	 	 who have built an appropriate liquidity risk management framework for the management 	
	 	 of the Company’s short, medium and long-term funding and liquidity management 	
	 	 requirements.  The Company manages liquidity risk by maintaining adequate banking 	
	 	 facilities and reserve borrowing facilities by continuously monitoring forecast and actual 	
	 	 cash flows and matching the maturity profiles of financial assets and liabilities.  Included 	
	 	 in Note 11 is a listing of additional undrawn facilities that the Company has at its disposal to 	
	 	 further reduce liquidity risk.

	 	 The maturity profiles of the Company’s interest bearing investments and borrowings are 	
	 	 disclosed below.  The disclosures in this note about liquidity risk should also be read in 	
	 	 conjunction with Note 20 Going Concern.

		  Liquidity and Interest Risk Tables

	 	 The following tables detail the Company’s remaining contractual maturity for its non-	
	 	 derivative financial assets and financial liabilities.  The tables below have been drawn 	
	 	 up based on the undiscounted contractual maturities of the financial assets and financial 	
	 	 liabilities including interest that will accrue to those assets or liabilities except where the 	
	 	 	Company is entitled and intends to repay a liability before its maturity.

Weighted
Average
Effective
Interest

Rate

Variable
Interest

Rate

Fixed Maturity Dates Non
Interest
Bearing

Total

Less 
than 1 
year

1-2
Years

2-3
Years

3-4
Years

4-5
Years

5+
Years

Financial assets:
Accounts receivable - - - - - - - - 46,088 46,088

Financial liabilities:
Bank overdraft 11.50 1,096,302 - - - - - - - 1,096,302

Accounts payable - - - - - - - - 295,455 295,455

Redeemable preference 
shares - - - - - - - - 6,000 6,000

Weighted
Average
Effective
Interest

Rate

Variable
Interest

Rate

Fixed Maturity Dates Non
Interest
Bearing

Total

Less 
than 1 
year

1-2
Years

2-3
Years

3-4
Years

4-5
Years

5+
Years

Financial assets:
Accounts receivable - - - - - - - - 23,445 23,445

Financial liabilities:
Bank overdraft 10.24 640,441 - - - - - - - 640,441

Accounts payable - - - - - - - - 311,987 311,987

Redeemable preference 
shares - - - - - - - - 6,000 6,000
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23.	 FINANCIAL INSTRUMENTS (Cont.)

	 (i)	sensitivity Analysis
	 	 The Company is exposed to interest rate risk arising from funds borrowed at floating 	
	 	 interest rates. 

	 	 At 31 March 2008, if the market interest rates had been 10% higher/lower with all other 	
	 	 variables held constant, post-tax profit for the year would have been approximately $6,400 	 	
	 	 higher/lower. 

	 	 The Directors believe the Company is not exposed to any other material fluctuations of 	 	
	 	 reported earnings as a result of risks to financial instruments.

	 (j)	Fair Value of Financial Instruments

	 	 The fair values of financial assets and financial liabilities are determined as follows:
 
		 	 	 the fair value of financial assets and financial liabilities with standard terms and 	 	
	 	 	 conditions and traded on active liquid markets are determined with reference to quoted 	 	
	 	 	 market prices; and

		 	 	 the fair value of other financial assets and financial liabilities (excluding derivative 	
	 	 	 instruments) are determined in accordance with generally accepted pricing models based 	
	 	 	 on discounted 	cash flow analysis using prices from observable current market transactions, 	
	 	 	 and dealer quotes for similar instruments.

	 	 The Directors consider that the carrying amount of financial assets and financial liabilities 	 	
	 	 recorded at amortised cost in the financial statements approximates their fair values. 

24.	IM PACTS OF THE ADOPTION OF NEW ZEALAND EQUIVALENTS TO INTERNATIONAL
	 FINANCIAL REPORTING STANDARDS	

	 The Company changed its accounting policies on 1 April 2007 to comply with NZ IFRS.  The 	
	 transition to NZ IFRS is accounted for in accordance with NZ IFRS-1 ‘First-Time Adoption of 
	  New Zealand Equivalents to International Reporting Standards’, with 1 April 2006 as the date 	
	 of transition.

	 There were no differences between the Company’s Balance Sheet, Income Statement and cash 	
	 flows under NZ IFRS and the Balance Sheet, Income Statement and Cash Flow Statement 	
	 presented under superseded policies.
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The Corporate Governance processes set out in this statement do not materially differ from the 
principles set out in the New Zealand Stock Exchange Corporate Governance Best Practice Code, 
except as follows:

	 	 As noted below the size and composition of the Board means there are no significant benefits 
in delegating matters in relation to the Board nomination process, liaison with external auditors 
and other corporate financial matters to committees of the Board.  Accordingly a nomination 
committee, audit committee and remuneration committee have not been formed.  The full 
Board is involved in all such matters.

Financial Statements
The Directors are responsible for ensuring that the financial statements give a true and fair view of the 
financial position of the company as at 31 March 2008 and its financial performance and cash flows 
for the year ended on that date.  The external auditors are responsible for expressing an opinion on the 
financial statements, based on their review and assessment of the conclusions drawn from evidence 
obtained in the course of the audit.

The Directors consider that the financial statements of the company have been prepared using 
appropriate accounting policies, consistently applied and supported by reasonable judgements and 
estimates and that all relevant financial reporting and accounting standards have been followed.

The Directors believe that proper accounting records have been kept which enable, with reasonable 
accuracy, the determination of the financial position of the company and facilitate compliance of the 
financial statements with the Financial Reporting Act 1993.

After reviewing internal management financial reports and budgets the Directors believe that the 
company will continue to be a going concern in the foreseeable future.  For this reason they continue 
to adopt the going concern basis in preparing the financial statements.

Board of Directors
The Board of Directors of Botry-Zen Limited is elected by the shareholders to supervise the management 
of the company.  The Board establishes the company’s objectives, strategies for achieving these 
objectives, the overall policy framework within which the business of the company is conducted, 
monitors management’s performance and ensures that procedures are in place to provide effective 
internal financial control.  The day to day management responsibilities of the company have been 
delegated to the Chief Executive officer.

The Directors have a diverse range of expertise and experience, and are committed to use this to 
benefit the company.

The primary responsibilities of the Board include:

	 	 The approval of the annual and half-year financial statements;
	 	 The establishment of the long term goals of the company and strategic plans to achieve those 

goals;
	 	 Succession planning for the Chief Executive Officer and the Board;
	 	 The review and adoption of annual budgets for the financial performance of the company 

and monitoring the results on a regular basis;
	 	 Monitoring environmental, social and economic performance;
	 	 Ensuring that the company has implemented adequate systems of internal controls including 

internal financial controls together with appropriate monitoring of compliance activities; and
	 	 Ensuring legislative compliance;
	 	 Monitoring executive management;
	 	 Communicating with stakeholders.

Board Membership
The Board currently comprises three non-executive Directors including the Chairman.  They held seven 
Board meetings during the financial year.  In accordance with the company’s constitution one third, 
or the number nearest to one third, retire by rotation at each annual meeting.  The Directors to retire 
are those who have been longest in office since their last election.  Directors retiring by rotation may, 
if eligible, stand for re-election.  A Director appointed since the previous annual meeting holds office 
only until the next annual meeting but is eligible for re-election at that meeting.

Code of Conduct
As part of the Board’s commitment to the highest standard of conduct, the company adopts a code 
of conduct as part of a Directors’ Operations Manual to guide Directors and management in carrying 
out their duties and responsibilities.  The Directors’ Operations Manual covers such matters as:
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	 	 Corporate governance matters;
	 	 Role of the Board and composition of the Board;
	 	 Director responsibilities;
	 	 Appointment of, responsibilities of and remuneration of a Chief Executive Officer;
	 	 Confidentiality and the safeguarding of company information;
	 	 Compliance with laws and regulations;
	 	 Shareholder participation.

Newly elected Directors are required to familiarise themselves with and comply with the Directors’ 
Operations Manual.  Training is also provided to new and existing Directors where this is required to 
enable Directors to fulfil their responsibilities.

Conflicts of Interest
All Directors must disclose any specific and general interests which could be in conflict with their 
obligations to Botry-Zen Limited.

Sub Committees
Given the size of the Board, there are no sub committees.  Rather, the full Board is involved in the 
Director nomination process, liaison with the company’s external auditors, and other corporate 
financial matters.

The Directors’ Operations manual sets out a written charter in relation to:

	 	 Appointment of external auditors.
	 	 Monitoring the external audit of the company’s affairs.
	 	 Reviewing the half year and annual financial statements.
	 	 Reviewing the company’s internal controls and systems.

The full Board receives reports from the external auditors concerning any matters which arise in 
connection with the performance of their role.  The full Board also monitors the independence of the 
external auditors and reviews and approves any services provided by the auditors other than in their 
statutory role.

Internal Financial Control
The Board has overall responsibility for the company’s system of internal financial control.  The Directors 
have established procedures and policies that are designed to provide effective internal financial 
control.  Annual budgets and business plans are prepared, and agreed by the Board.  Monthly 
management accounts are prepared and reviewed by the Board throughout the year to monitor 
performance against budget.

The Board considers the recommendations and advice of external auditors and other external 
advisors on the operational and financial risks that face the company.  The Board ensures that 
recommendations made by the external auditors and other external advisers are investigated and, 
where considered necessary, action is taken to ensure that the company has an appropriate internal 
control environment in place to manage the key risks identified.

In addition, the Board investigates ways of enhancing existing risk management strategies, including 
appropriate segregation of duties and the employment and training of suitably qualified and 
experienced personnel.

Given the size of the company an internal audit function is not considered necessary.

The Directors believe that the Statement of Corporate Governance meets the nine principles of 
corporate governance issued by the Securities Commission.  The nine principles are:

	 	 Ethical standards.
	 	 Board composition and performance.
	 	 Use of Board Committees where this would enhance effectiveness.
	 	 Reporting and disclosures.
	 	 Remuneration of Directors and Executives.
	 	 Risk management.
	 	 Quality and independence of the external audit process.
	 	 Shareholder relations.
	 	 Stakeholder interest.
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Particulars of Notices or Statements Given to or Approved By the Board

Interests Register

Directors have declared interests in the following transactions during the year:

Transactions

1. 	 Dr Maxwell Shepherd disclosed his interests through Pharmazen Limited of which he is a director 
and shareholder. Dr Maxwell Shepherd disclosed his interests through BioCell Corporation Limited of 
which he is a director and shareholder. Pharmazen Limited, and BioCell Corporation Limited have 
been involved in normal commercial transactions with the Company, which the other directors 
considered fair and reasonable to the Company and its existing shareholders

Share Dealings

During the year the following directors (or the relevant associated entity) acquired or disposed of 
equity securities in the Company.

Associated Entity	 Director	 Class of Share	 No. of Shares 	 Consideration	 Date
	 	 	 Acquired/(Sold)	 Paid /(Received)

Maxwell Gilbert Shepherd & 	 MG Shepherd	 Fully Paid	 125,000	 	 5,000	 May 07
Downie Stewart Trustee Ltd	 	 Ordinary

Max Shepherd	 MG Shepherd	 Fully Paid	 193,750	 	 7,750	 Jun 07
	 	 Ordinary

John William Forrest	 JW Forrest	 Fully Paid	 125,000	 	 5,000	 May 07
	 	 Ordinary	 193,750	 	 7,750	 Jun 07

Dublin Bay Investments Ltd	 JW Gilks	 Fully Paid	 125,000	 	 5,000	 May 07
	 	 Ordinary	 125,000	 	 5,000	 Jun 07

Directors’ Remuneration
	 Year Ended
Directors’ remuneration is as follows:	 31 March 2008
	 $	
	 Dr Maxwell Gilbert Shepherd	 25,000
	 Dr John William Forrest	 10,000
	 Mr John William Gilks	 10,000

Employees’ Remuneration

Remuneration and other benefits of $100,000 per annum or more received by employees in their 
capacity as employees were:
 	 	 	 	 	
	 Number of Employees
	 Year Ended	
	 31 March 2008

$200,000 - $209,999	 	 	 	 	 1

Use of Company Information 

There were no notices from directors requesting the use of Company information received in their 
capacity as directors which would not otherwise be available to them.

Donations

During the year the Company did not make any donations. 
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The Company’s ordinary shares are listed on the New Zealand Stock Exchange. Details in regard to 
such securities are as follows:

1.	 Substantial Security Holders

Pursuant to Section 26 of the Securities Markets Act 1988, the substantial security holders of the 
Company as at 6 May 2008 were as follows:

Name	 Number of Voting Securities
Southern Viticulture Limited	 13,134,642
Maxwell Gilbert Shepherd and Downie Stewart Trustee Limited	 11,562,879

At 6 May 2008 the total issued voting securities were 172,083,332.

2.	 Spread of Security Holders at 6 May 2008
	 Number of Security Holders

1 – 1,000	 19
1,001 – 5,000	 216
5,001 – 10,000	 257
10,001 – 100,000	 686
100,001 and above	 234

Total number of holders	 1,412

3.	T wenty Largest Equity Security Holders 
The names of the 20 largest holders of each class of quoted equity security as at 6 May 2008 
are listed below:

Top 20 Shareholders	 Number of	 Percentage 
	 Ordinary Shares	 Issued Shares
Southern Viticulture Limited	 13,134,642	 7.6
Maxwell Gilbert Shepherd & Downie Stewart Trustee Ltd	 11,562,879	 6.7
Lynwalsh Holdings Limited	 7,953,482	 4.6
Cheung-Tak Hung & Downie Stewart Trustees Ltd	 7,637,879	 4.4
Biotechnica Consultants Ltd	 5,731,664	 3.3
Lee Paterson Trust Company Limited	 4,886,570	 2.8
John McDonald Paterson	 3,718,617	 2.1
John Kenneth Giffney & Rosalind Anne Giffney	 3,075,000	 1.7
FNZ Custodians Limited	 2,340,979	 1.3
David John Smallbone	 2,259,463	 1.3
Matthew John Paterson & Oracle Trust Company Limited	 2,259,308	 1.3
Maarten Arnold Janssen	 2,176,380	 1.2
Richard Grant Paterson & Lee Joanne Paterson & Peter Austin Gowing	 1,976,894	 1.1
Richard Grant Paterson & Lee Joanne Paterson & Peter Austin Gowing	 1,976,894	 1.1
Lee Joanne Paterson	 1,960,000	 1.1
John Patrick Symons & Christine Eleanor Symons	 1,808,077	 1.0
Susan Ray Wootton & Walter John Rutherford	 1,633,595	 0.9
Essex Castle Limited	 1,500,000	 0.8
Howard De Wet Cara	 1,390,000	 0.8
Colin John Wilson & Glenys Ann Wilson & Mark Rutherford Wadham	 1,375,000	 0.7
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4.	 Directors’ Shareholdings

The following table sets out, for the purposes of the disclosures required under rule 10.5.3 of the New 
Zealand Stock Exchange Listing Rules, the relevant interests of Directors and associated persons of 
the Directors in equity securities of the Company as at 31 March 2008.

Name of Director	 Number of Equity Securities	 Number of Equity Securities in which a relevant
	 in which a relevant interest 	 interest is held by an associated person
	 is held by the Director	 (and not included in the previous column)

J W Gilks	 1,250,000	 	 -
Dr J W Forrest	 1,338,316	 	 -
Dr M G Shepherd	 17,654,958  	*	 -

* The number of equity securities in which Dr. M G Shepherd holds a relevant interest includes 
11,562,879 shares in which M G Shepherd and Downie Stewart Trustee Ltd have a relevant interest, 
5,731,664 shares in which Biotechnica Consultants Ltd has a relevant interest, and 166,665 shares in 
Forsyth Barr Custodians Ltd (Shepherd Family Trust) has a relevant interest. M G Shepherd and MG & 
LA Shepherd Family Trust also have a beneficial interest in 193,750 shares owned personally.

Note that particular shareholdings can appear under more than one director.

The term ‘relevant interest’ is defined in Sections 5 and 6 of the Securities Markets Act 1988.

5.	 Waivers

On 3 November 2005 NZX Regulation issued a class waiver in recognition of the extensive 
implementation requirements imposed by the adoption of NZ IFRS. Pursuant to the class waiver 
all NZSX and NZDX issuers were granted extended time frames for the issue of preliminary 
announcements, half-yearly and annual reports under Listing Rules 10.4.1, 10.5.1 and 10.5.2 for the 
first period in which they report under NZ IFRS.   Botry-Zen has taken advantage of the respective 
waiver for purposes of filing its 31 March 2008 preliminary announcements and annual report.
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AUDIT REPORT
TO THE SHAREHOLDERS OF BOTRY-ZEN LIMITED

We have audited the financial statements on pages 4 to 25.  The financial statements provide information 
about the past financial performance of Botry-Zen Limited and its financial position as at 31 March 2008.  
This information is stated in accordance with the accounting policies set out on pages 9 to 13.

Board of Directors’ Responsibilities

The Board of Directors is responsible for the preparation, in accordance with New Zealand law and 
generally accepted accounting practice, of financial statements which give a true and fair view of the 
financial position of the company as at 31 March 2008 and the results of operations and cash flows for the 
year ended on that date.

Auditors’ Responsibilities

It is our responsibility to express to you an independent opinion on the financial statements presented by 
the Board of Directors.

Basis of Opinion

An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the 
financial statements.  It also includes assessing:

•	 	 the significant estimates and judgements made by the Board of Directors in the preparation of the 	
	 	 financial statements, and

•	 	 whether the accounting policies are appropriate to the company’s circumstances, consistently 	 	
	 	 applied and adequately disclosed.

We conducted our audit in accordance with New Zealand Auditing Standards.  We planned and 
performed our audit so as to obtain all the information and explanations which we considered necessary 
in order to provide us with sufficient evidence to obtain reasonable assurance that the financial 
statements are free from material misstatements, whether caused by fraud or error.  In forming our opinion 
we also evaluated the overall adequacy of the presentation of information in the financial statements.

Other than in our capacity as auditor and the provision of other assurance services, we have no 
relationship with or interests in Botry-Zen Limited.

Fundamental Uncertainty

In forming our unqualified opinion, we have considered the adequacy of the disclosures in the financial 
statements concerning the Board of Directors’ plans with respect to issuing convertible notes and 
achieving the sales and cash flows predicted within the timeframe budgeted and prior to utilisation 
of available cash resources.  The financial statements have been prepared on a going concern basis, 
the validity of which depends on the successful implementation of such plans. These plans have been 
confirmed by the Board of Directors as outlined in Note 20.  The financial statements do not include any 
adjustments that would result from a failure to issue the convertible notes and achieve the sales and cash 
flows predicted within the timeframe set out in the Board of Directors’ plans.  If the convertible notes are 
not issued, the company will unlikely be able to continue in operational existence for the foreseeable 
future.  Further, if the budgeted sales and cashflows cannot be achieved within the time frame set, the 
company may be unable to continue in operational existence for the foreseeable future.  In either of 
these eventualities, adjustments may have to be made to reflect the situation that assets may need to 
be realised other than in the normal course of business and at amounts which could differ significantly 
from the amount at which they are currently recorded in the Balance Sheet.  In addition, the company 
may have to provide further liabilities that might arise, and to reclassify non current assets and liabilities as 
current assets and liabilities.
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Unqualified Opinion

We have obtained all the information and explanations we have required.
In our opinion:

•	 proper accounting records have been kept by Botry-Zen Limited as far as appears from our 	 	
	 examination of those records; and

•	 the financial statements on pages 4 to 25 :
	 -	 comply with generally accepted accounting practice in New Zealand;
	 -	 comply with International Financial Reporting Standards; and
	 -	 give a true and fair view of the financial position of Botry-Zen Limited as at 31 March 2008 	 	
	 	 and the results of its operations and cash flows for the year ended on that date.

Our audit was completed on 7 July 2008 and our unqualified opinion is expressed as at that date.

Chartered Accountants
DUNEDIN, NEW ZEALAND


