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The Company has reported an operating deficit for the six
months of $781,000 this being closely comparable with the
period’s budgeted deficit of $718,000. For the similar period
last year the net deficit position was $126,000 but it should
be noted that this reflected an abnormal gain ($466,000)
resulting from the sale (with a subsequent lease-back
arrangement) of the Dunedin manufacturing plant. In assessing
the true operational position of the same period last year
before extraordinary items, the deficit was $592,000 against
our budget of $670,000. Overall therefore our Company policy
of carefully managing expenditure has been well maintained.

Across the operational front significant gains have been
realised through the period. We are pleased to report that the
new BOTRY-Zen water-dispersible formulation continued to
perform up to our (high) expectations over the ’05 Vintage,
not only on grapes but also particularly well in the treatment
of fungal infections (Botrytis and Sclerotinia) on kiwifruit,
blackcurrants, ornamental flowers and blueberries. This success
has been recognised within the viticulture circles and we were
grateful to have the following formal comment from two leading
wine industry personalities for inclusion in our recently
distr ibuted Rights Issue Investment Statement.

“With the increasing international interest and importance in
limiting residues in wines it is certainly desirable that New
Zealand vineyards continue to expand recognition of the
benefits of the industry’s Sustainable Winegrowing Programme.
As part of utilising natural methods towards the limitation of
plant diseases I believe that we should consider lending support
to companies using natural methods such as Botry-Zen Limited.
The BOTRY-Zen product when correctly applied has reportedly
performed well in the field through the 04/05 season and if
the Company can continue to make improvements and advances
on biological control product development I feel it will earn a
prominent position in this country’s winegrowing future”

Mr George Fistonich, Managing Director,
Villa Maria Wines Limited.

“Since Botry-Zen Limited was formed I have been watching the
product development process and the field performance with
considerable interest. I must say that we have found the new dry
powdered BOTRY-Zen formulation to be most user-friendly. When
correctly applied, we have found the product to perform well in
our situation comparable to the traditional synthetic chemicals.
This product, in my view, has a serious future where the biological
control of Botrytis at flowering is sought”
Mr Steve Smith MW, Wine & Viticulture Director,
Craggy Range Winery, Hawkes Bay.

As shareholders will be aware, director and management effort
over recent months has been strongly focused on the generation
of a new capital base from which we can launch our planned
expansionary programme. After considerable evaluation of various
new funding options the Board opted to move forward with a
renounceable Rights Issue to raise $4.2 million.

With the successful underwriting of the Issue we can now advance
with the following activities:

Off-shore field trials and registration of BOTRY-Zen in 
the United States and Europe (these being two of the 
Company’s  key target markets). Formal trials followed 
by registration in these markets is fundamental to the 
commercialisation of BOTRY-Zen in each market. The 
Board is targeting full BOTRY-Zen registration in the 
United States of America and Europe by February/March 
2007 and February/March 2008 respectively, and 
anticipates building a presence in each of these markets 
after the registration process has been completed.
The expansion of the Company’s manufacturing capacity 
in 2005/2006 to meet anticipated demand from the
New Zealand market and to create further capacity to 
cover development in the following years once entry has 
been gained to key markets.
The evaluation of potential European-based manufacture,
under licence, of the BOTRY-Zen product and the related 
possibility of early German and Austrian market 
registration under “Pflanzenstarkungsmittel” (which 
loosely translates as “plant strengthening agent”) 
regulatory criteria.
The continued research and development of new products
including “BOTRY-Zen II” and the off-shore registration 
of these new products as soon as practicable.

Your Board is well aware of the rather negative investor sentiment
that currently underpins financial markets in respect of
biotechnology stocks and recent presentations to key retail
sharebrokers have been made in an effort to fully expand on our
specific goals and objectives.

We believe the “Botry-Zen story” is, in reality, now a very straight-
forward one. We have full registration in New Zealand, four years
of successful field results behind us, a proven manufacturing base
firmly established and a robust intellectual property position
clearly protected in those international markets in which we will
soon be registered. We would like to think that in the coming
months the investment markets will begin to recognise these
solid “reality planks”.

The six months to September have represented a particularly
busy and rewarding period in the life of the Company. We are
most grateful for the on-going support we have had from wine
industry parties and from horticultural interests across a number
of key growing regions within New Zealand. In Europe and in
California the interest in the BOTRY-Zen project and our corporate
activities has not abated in any shape or form and recent in-
market discussions with potential international partner
organisations have been concluded in a most satisfactory manner.

The Board is grateful for the commitment of management
personnel and factory staff through what has been a most
active period.

The Directors remain confident that the newly developed strategies
and objectives can be successfully captured.

Dr Max Shepherd
Chairman

21st November 2005



Statement of accounting policies

The interim financial statements have been prepared in
accordance with FRS-24: Interim Financial Statements, and
should be read in conjunction with the annual report for the year
ended 31 March 2005. The disclosure required in the interim
financial statements is less extensive than that required for an
annual financial report. However, the accounting policies applied
are consistent with those used in the annual financial statements.

In December 2002, the New Zealand Accounting Standards
Review Board announced that all New Zealand reporting entities
will be required to comply with New Zealand equivalents to
International Financial Reporting Standards (NZ IFRS) for periods
beginning on or after 1 January 2007, with the option to adopt
early for periods beginning on or after 1 January 2005.
Botry-Zen’s first annual financial statements prepared under
NZ IFRS will be for the year ended 31 March 2008.

The company will manage the transition to NZ IFRS by undertaking
an analysis of the key impacts. This transition plan will be
implemented during the 2006 financial year so that the company
is in a position to calculate its opening balance sheet effective
1 April 2006.

At this stage the company is unable to comment on the key
differences that will effect the financial statements prepared
under NZ IFRS. The impact of key differences will be assessed
as part of the company's NZ IFRS transition plan. Changes
continue to be made to NZ IFRS and these changes will be
monitored during the transition project.  The actual impact of
adopting NZ IFRS may vary from the information presented and
this variation may be material.

In the first year of compliance, entities are required to restate
their comparative financial statements to reflect the new
standards. The majority of adjustments required on transition to
NZ IFRS will be to reserves.

There have been no significant changes to the operational
or financial circumstances of the Company since the previous
annual report.

1. Reconciliation of net surplus/(deficit)
after taxation with the cash flow from operating activities

Reported surplus/(deficit) after taxation

Add/(less) non-cash items:
Depreciation
Loss/(Gain) on sale of property, plant and
equipment

Movements in working capital:
Accounts payable and accruals
Income tax refunds due
Accounts receivable and prepayments
Stock on hand

Items classified as Investing activities:
Receivable from the sale of property

Net cash flow from (used in)
operating activities

(781)

(628)

Sep-05
(6 months)

$000
Unaudited

28
-

113
-

12
-

-

(681)
        (681)

        (628)

(12)
          (12)

 (12)

(640)

Sep-04
(6 months)

$000
Unaudited

16
69
85

466
-

Sep-05
$000

Unaudited

101
29

-
130

341
341

471

243
243

228

5,001

228

Mar-05
$000

Audited

741
41

-
782

357
357

1,139

130
130

1,009

5,001

1,009

Sep-04
$000

Unaudited

368
1,174

-
1,542

376
376

1,918

272
272

1,646

5,006

1,646

Mar-05
(12 months)

$000
Audited

30
-

149
179

1,085
1,085

 1,027

5
5

895

741

Sep-04
(6 months)

$000
Unaudited

18
67

-
85

71
71

23

5
5

895

368

Sep-05
(6 months)

$000
Unaudited

28
25

-
53

-
-

-
-

741

101

Mar-05
$000

Audited

1,767

-

1,009

Sep-04
$000

Unaudited

1,767

5

1,646

Sep-05
(6 months)

$000
Unaudited

14
13
27

-

-

Mar-05
(12 months)

$000
Audited

154
40

194

466

-

Statement of financial performance for the
6 months ended 30 September 2005

Financial Information

Interest Revenue
Other Revenue
Total Revenue

Operating surplus/(deficit)
Gain on sale of building
Surplus/(deficit) before taxation
Provision for taxation
Net surplus/(deficit) for the period

Statement of financial position as at
30 September 2005

Current assets
Cash and short term deposits
Accounts receivable and prepayments
Taxation refund

Non-current assets
Property, plant and equipment

Total assets

Less:

Current liabilities
Accounts payable and accruals
Total liabilities

Net assets

Shareholders' equity
Share capital
Retained earnings

Total shareholders' equity

Statement of movements in equity for the
6 months ended 30 September 2005

Opening equity
Total recognised revenue and expenses
Net surplus/(deficit) for the period

Contributions from owners
Partly-paid Redeemable shares
(convertible to ordinary)

Closing equity

Statement of cash flows for the
6 months ended 30 September 2005

Notes

1

Cash flows from operating activites
Cash was provided from:
Interest received
Other receipts
Sales receipts

Cash was applied to:
Payments to suppliers and employees

Net cash flow from (used in)
operating activities

Cash flows from investing activities
Cash was provided from:
Sale of property, plant and equipment

Cash was applied to:
Purchase of property, plant and equipment

Net cash flow from (used in) investing activities

Cash flows from financing activities
Cash was provided from:
Partly-paid Redeemable shares
(convertible to ordinary)
Net cash flow from financing activities

Net increase/(decrease) in cash held
Opening cash
Cash balance as per statement of
financial position

Notes to the financial statements for the
6 months ended 30 September 2005

Mar-05
(12 months)

$000
Audited

74

                -

-

-

Sep-04
(6 months)

$000
Unaudited

42

     131
              -

-

1,016

Sep-05
$000

Unaudited

1,009

-

228

(4,773) (3,992) (3,360)

(781)

(781)

(781)

(1,224)

(758)

(758)

(592)

(126)

(126)

(781)  (758) (126)

(1,365)
       (1,365)

       (1,186)

(58)
          (58)

(154)

(640)
        (640)

        (555)

(48)
(48)

(527)

(758)

(466)

(16)

(20)

(1,186)

(126)

(466)

(1,152)

(555)
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