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ITEM 1.

BODISEN BIOTECH, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

ASSETS

CURRENT ASSETS:

Cash

Accounts receivable, net of allowance for
doubtful accounts of $1,153,418 and $475,122
Other receivables

Due from a related party

Inventory

Advances to suppliers

Prepaid expense and other current assets

Total current assets

PROPERTY AND EQUIPMENT, net
MARKETABLE SECURITY, AVAILABLE-FOR-SALE
INTANGIBLE ASSETS, net

TOTAL ASSETS
LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES:
Accounts payable

Accrued expenses
Deferred revenue

Bank loan

Total current liabilities
Long-term bank loan
TOTAL LIABILITIES

STOCKHOLDERS' EQUITY:

Preferred stock, $0.0001 per share; authorized 5,000,000 shares;
nil issued and outstanding

Common stock, $0.0001 per share; 30,000,000 shares authorized
and 21,510,250 shares issued and outstanding

9}

@)}

June 30,
2013
(unaudited)

$149,230

1,705,873
26,546
943,918
1,506,643
45,210
19,198

4,396,618
10,028,611
211,952
4,818,883

$19,456,064

$367,854
67,249
645,631

1,080,734

1,080,734

2,151

December
31,
2012
(audited)

$294,539

3,584,676
3,963

2,166,992
39,576
4,391
6,094,137
11,541,347
282,603
4,776,979

$22,695,066

$532,266
76,984
753,616
1,426,500

2,789,366

2,789,366

2,151
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Additional paid-in capital 35,345,542 35,345,542
Accumulated other comprehensive income 3 11,293,591 10,973,725
Statutory reserve 11 4,314,488 4,314,488
Accumulated deficit (32,580,442) (30,730,206)
Total stockholders' equity 18,375,330 19,905,700
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $19,456,064 $22,695,066

The accompanying notes are an integral part of these consolidated financial statements
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BODISEN BIOTECH, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS AND
OTHER COMPREHENSIVE INCOME (LOSS)

Three Months Ended June
30, Six Months Ended June 30,
2013 2012 2013 2012
(unaudited)  (unaudited) (unaudited) (unaudited)

Revenue $682,357 $1,428,557 $934,221 $2,509,523
Cost of revenue 473,786 1,138,190 698,252 1,890,532
Gross profit 208,571 290,367 235,969 618,991
Operating expenses
Selling expenses 6,737 47,973 26,061 549,601
General and administrative expenses 1,098,398 1,320,993 1,597,978 2,139,602

Total operating expenses 1,105,135 1,368,966 1,624,039 2,689,203
Loss from operations (896,564 ) (1,078,599) (1,388,070) (2,070,212)
Non-operating income (expense):
Other income (expense) (405,519 ) (1,676 ) (405,755 ) (2,288 )
Interest income 77 385 359 20,761
Interest expense (20,971 ) (5,278 ) (56,770 ) (16,589 )

Total non-operating income (expense) (426,413 ) (6,569 ) (462,166 ) 1,884
Net loss (1,322,977) (1,085,168 ) (1,850,236) (2,068,328)
Other comprehensive loss
Foreign currency translation gain 384,302 19,631 390,517 230,586
Unrealized gain (loss) on marketable equity security (282,603 ) (2,331,471) (70,651 ) 60,558
Total other comprehensive income (loss) 101,699 (2,311,840 ) 319,866 291,144

Comprehensive loss

Weighted average shares outstanding :
Basic
Diluted

Earnings (loss) per share:
Basic
Diluted

$(1,221,278 ) $(3,397,008 ) $(1,530,370) $(1,777,184)

21,510,250
21,510,250

$(0.06
$(0.06 )

) $(0.05

21,510,250
21,510,250

$(0.05

) $(0.09
) $(0.09

21,510,250
21,510,250

The accompanying notes are an integral part of these consolidated financial statements

21,510,250
21,510,250

) $(0.10 )
) $(0.10 )
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BODISEN BIOTECH, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:

Net loss

Adjustments to reconcile net loss to net cash
provided by (used in) operating activities:

Depreciation and amortization

Allowance for (recovery of) bad debts

Loss on disposal of equipment

(Increase) / decrease in assets:

Accounts receivable

Other receivables

Inventory

Due from a related party

Advances to suppliers

Prepaid expense

Increase / (decrease) in current liabilities:

Accounts payable

Accrued expenses

Deferred revenue

Other payables

Net cash provided by (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property and equipment

Proceeds from sale of property and equipment
Proceeds from repayment of note receivable

Net cash provided by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from bank loan

Repayment of bank loan

Net cash used in financing activities

Effect of exchange rate changes on cash and cash equivalents

NET DECREASE IN CASH

CASH, BEGINNING OF PERIOD

Six Months Ended June

30,

2013
(unaudited)

561,483
661,793
414,176

1,272,326
(22,279 )
698,490
(934,584 )
(4,762 )
14,570 )

(173,544 )
(28,956 )
(122,452 )

17,949
474,834

817,020

817,020

;1,441,800)
(1,441,800)
4,637

(145,309 )

294,539

2012
(unaudited)

$(1,850,236) $(2,068,328)

849,434
(22,583 )

2,374,191
11,731
(2,636,881)

(529,469 )
(15,433 )

353,277

(27,647 )
(239,607 )
7,625

(1,943,690)
(15,994 )
1,425,501
1,409,507

1,425,501
(1,425,501)

6,550
(527,633 )

935,375
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CASH, END OF PERIOD $149,230 $407,742
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Interest paid $56,770 16,589
Income taxes paid $- $-

The accompanying notes are an integral part of these consolidated financial statements
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BODISEN BIOTECH, INC. AND SUBSIDIARIES
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013
(UNAUDITED)

Note 1 - Organization and Basis of Presentation

The unaudited consolidated financial statements have been prepared by Bodisen Biotech, Inc., a Delaware corporation

(the “Company” or “Bodisen”), pursuant to the rules and regulations of the Securities Exchange Commission (“SEC”). The
information furnished herein reflects all adjustments (consisting of normal recurring accruals and adjustments) which

are, in the opinion of management, necessary to fairly present the operating results for the respective periods. Certain
information and footnote disclosures normally present in annual consolidated financial statements prepared in

accordance with accounting principles generally accepted in the United States of America have been omitted pursuant

to such rules and regulations. These consolidated financial statements should be read in conjunction with the audited
consolidated financial statements and footnotes included in the Company’s Annual Report on Form 10-K for the fiscal

year ended December 31, 2012. The results for the six months ended June 30, 2013 are not necessarily indicative of

the results to be expected for the full year ending December 31, 2013.

Organization and Line of Business

The accompanying consolidated financial statements include the accounts of Bodisen Biotech, Inc., its 100%
wholly-owned subsidiaries Bodisen Holdings, Inc. (BHI), Yang Ling Bodisen Agricultural Technology Co., Ltd
(““Agricultural”), which was incorporated in March 2005, and Sinkiang Bodisen Agriculture Material Co., Ltd.
(“Material”), which was incorporated in June 2006, as well as the accounts of Agricultural’s 100% wholly- owned
subsidiary Yang Ling Bodisen Biology Science and Technology Development Company Limited (“BBST”). The
Company is engaged in developing, manufacturing and selling organic fertilizers, liquid fertilizers, pesticides and
insecticides in the People’s Republic of China and produces numerous proprietary product lines, from pesticides to
crop-specific fertilizers. The Company markets and sells its products to distributors throughout the People's Republic
of China, and these distributors, in turn, sell the products to farmers.

Note 2 — Going Concern

The accompanying unaudited consolidated financial statements have been prepared assuming the Company will
continue as a going concern. As shown in the accompanying consolidated financial statements, the Company incurred
a net loss of $1,850,236 for the six months ended June 30, 2013 and had accumulated losses of $32,580,442 at June
30, 2013. These create an uncertainty about the Company’s ability to continue as a going concern. In this regard, the
Company’s Chairman has issued a letter of undertaking that he will provide financial support to the Company (Note
15). The consolidated financial statements do not include any adjustments that might be necessary if the Company is
unable to continue as a going concern.

Note 3 — Summary of Significant Accounting Policies

Basis of Presentation

The accompanying consolidated financial statements have been prepared in conformity with accounting principles
generally accepted in the United States of America. All significant intercompany transactions and balances have been

eliminated. The Company’s functional currency is the Chinese Yuan Renminbi (“RMB”); however the accompanying
consolidated financial statements have been translated and presented in United States Dollars ($ or “USD”).

10
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Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions. These estimates and assumptions affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates. It is possible that accounting estimates and assumptions may be material to the Company due to the levels
of subjectivity and judgment involved.

11
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BODISEN BIOTECH, INC. AND SUBSIDIARIES
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013
(UNAUDITED)

Contingencies

Certain conditions may exist as of the date the financial statements are issues, which may result in a loss to the
Company but which will only be resolved when one or more future events occur or fail to occur. The Company’s
management and legal counsel assess such contingent liabilities, and such assessment inherently involves an exercise
of judgment. In assessing loss contingencies related to legal proceedings that are pending against the Company or
unasserted claims that may result in such proceedings, the Company’s legal counsel evaluates the perceived merits of
any legal proceedings or unasserted claims as well as the perceived merits of the amount of relief sought or expected
to be sought. There were no contingencies of the type as of June 30, 2013 and December 31, 2012.

If the assessment of a contingency indicates that it is probable that a material loss has been incurred and the amount of
the liability can be estimated, then the estimated liability would be accrued in the Company’s financial statements. If
the assessment indicates that a potential material loss contingency is not probable but it is reasonably possible, or is
probable but cannot be estimated, then the nature of the contingency liability, together with an estimate of the range of
possible loss if determinable and material would be disclosed. There were no contingencies of this type as of June 30,
2013 and December 31, 2012.

Loss contingencies considered to be remote by management are generally not disclosed unless they involve
guarantees, in which case the guarantee would be disclosed.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand and cash in time deposits, certificates of deposit and all highly liquid
debt instruments with original maturities of three months or less.

Accounts Receivable

The Company maintains reserves for potential credit losses for accounts receivable. Management reviews the
composition of accounts receivable and analyzes historical bad debts, customer concentrations, customer credit
worthiness, current economic trends and changes in customer payment patterns to evaluate the adequacy of these
reserves. Reserves are recorded based on the Company’s historical collection history. Allowance for doubtful
accounts as of June 30, 2013 and December 31, 2012 were $1,153,418 and $475,122, respectively.

Advances to Suppliers

The Company advances to certain vendors for purchase of its materials. The advances to suppliers are interest free and
unsecured.

Inventories
Inventories are valued at the lower of cost (determined on a weighted average basis) or market. The Management
compares the cost of inventories with the market value and allowance is made for writing down their inventories to

market value, if lower.

12
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Property and Equipment

Property and equipment are stated at cost. Expenditures for maintenance and repairs are charged to earnings as
incurred; additions, renewals and betterments are capitalized. When property and equipment are retired or otherwise
disposed of, the related cost and accumulated depreciation are removed from the respective accounts, and any gain or
loss is included in operations. Depreciation of property and equipment is provided using the straight-line method for
substantially all assets with estimated lives of:

13
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BODISEN BIOTECH, INC. AND SUBSIDIARIES
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013
(UNAUDITED)

Operating equipment 10 years
Vehicles 8 years
Office equipment 5 years
Buildings 30 years

The following are the details of the property and equipment at June 30, 2013 and December 31, 2012, respectively:

June 30, December 31,

2013 2012

Operating equipment $ 2,772,760 $ 4,036,291
Vehicles 60,999 64,510
Office Equipment 7,017 7,594
Buildings 7,587,708 7,432,952

10,428,484 11,541,347
Less accumulated depreciation (399,873 ) -
Property and equipment, net $ 10,028,611 $ 11,541,347

Depreciation expense for the three and six months ended June 30, 2013 and 2012 was $252,222 and $504,498 and
$395,308 and $793,093, respectively.

Impairment losses are required to be reflected as a permanent write-down of the cost basis of the affected

assets. Accordingly, previously recorded depreciation on the impaired property and equipment (i.e. accumulated
depreciation) has been eliminated as of December 31, 2012 which was the date of the impairment

charge. Depreciation has since been recorded based on the new cost basis and the remaining estimated useful life of
property and equipment from the beginning of January 1, 2013.

Marketable Securities

The Company applies the guidance of ASC Topic 320 “Investments-Debt and Equity Securities,” which requires
investments in equity securities to be classified as either trading securities or available-for-sale securities. Marketable
securities that are bought and held principally for the purpose of selling them in the near term are classified as trading
securities and are reported at fair value, with unrealized gains and losses recognized in earnings. Marketable equity
securities not classified as trading are classified as available for sale, and are carried at fair market value, with the
unrealized gains and losses, net of tax, included in the determination of comprehensive income and reported in
shareholders’ equity.

Long-Lived Assets
The Company applies the provisions of ASC Topic 360, “Property, Plant, and Equipment,” which addresses financial
accounting and reporting for the impairment or disposal of long-lived assets. ASC 360 requires impairment losses to

be recorded on long-lived assets used in operations when indicators of impairment are present and the undiscounted

14
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cash flows estimated to be generated by those assets are less than the assets’ carrying amounts. In that event, a loss is
recognized based on the amount by which the carrying amount exceeds the fair value of the long-lived assets. Loss on
long-lived assets to be disposed of is determined in a similar manner, except that fair values are reduced for the cost of
disposal. At June 30, 2013, there was no impairment of its long-lived assets. Based on its review at December 31,
2012, the Company took an impairment charge related to its property and equipment for $9,057,267.

15
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BODISEN BIOTECH, INC. AND SUBSIDIARIES
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013
(UNAUDITED)

Intangible Assets

Intangible assets consist of Rights to use land and Fertilizers proprietary technology rights. The Company follows
ASC Topic 350 in accounting for intangible assets, which requires impairment losses to be recorded when indicators
of impairment are present and the undiscounted cash flows estimated to be generated by the assets are less than the
assets’ carrying amounts. There were no impairment losses recorded on intangible assets for the three and six months
ended June 30, 2013 and 2012 as the valuation report for the fair value of the land use rights exceeded the carrying
value.

Fair Value of Financial Instruments

For certain of the Company’s financial instruments, including cash and cash equivalents, accounts receivable, other
receivables, advances to suppliers and accounts payable, the carrying amounts approximate their fair values due to
their short maturities.

Fair Value Measurements

ASC Topic 820, “Fair Value Measurements and Disclosures,” requires disclosure of the fair value of financial
instruments held by the Company. ASC Topic 825, “Financial Instruments,” defines fair value, and establishes a
three-level valuation hierarchy for disclosures of fair value measurement that enhances disclosure requirements for
fair value measures. The three levels of valuation hierarchy are defined as follows:

- Level 1 inputs to the valuation methodology are quoted prices for identical
assets or liabilities in active markets.

- Level 2 inputs to the valuation methodology include quoted prices for
similar assets and liabilities in active markets, and inputs that are
observable for the asset or liability, either directly or indirectly, for
substantially the full term of the financial instrument.

- Level 3 inputs to the valuation methodology are unobservable and
significant to the fair value measurement.

The following table represents our assets and liabilities by level measured at fair value on a recurring basis as of June
30, 2013 and December 31, 2012.

June 30, 2013 Level 1 Level 2 Level 3
Assets Description

Marketable

securities $ 211,952 $ - $ -

December 31, 2012 Level 1 Level 2 Level 3
Assets Description
$ 282,603 $ - $ -

16
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Marketable
securities

The Company did not identify any other non-recurring assets and liabilities that are required to be presented in the
consolidated balance sheets at fair value in accordance with ASC 825.

Revenue Recognition and Deferred Revenue

The Company’s revenue recognition policies are in compliance with Staff accounting bulletin (SAB) 104. Because
collection is not reasonably assured, sales revenue is recognized using the cost recovery method. Under the cost
recovery method, no profit is recognized until collections exceed the cost of the goods sold. Profit not yet recognized
is recorded as deferred revenue as a current liability.

17
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BODISEN BIOTECH, INC. AND SUBSIDIARIES
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013
(UNAUDITED)

Advertising Costs

The Company expenses the cost of advertising as incurred or, as appropriate, the first time the advertising takes place.
For the three and six months ended June 30, 2013, the Company incurred advertising expenses of $0 and $12,816,
respectively. For the three and six months ended June 30, 2012, the Company incurred advertising expenses of
$12,149 and $473,688, respectively.

Shipping and Handling Costs

Shipping and handling costs consist primarily of transportation charges for delivery of goods to customers and are
included in selling, general and administrative expenses. The Company expenses all shipping cost when they are
incurred. For the three and six months ended June 30, 2013, the Company incurred transportation charges of $0 and
$0, respectively. For the three and six months ended June 30, 2012, the Company incurred transportation charges of
$20,587 and $35,186, respectively.

Research and Development

The Company accounts for research and development costs in accordance with ASC 730-10, all research and
development costs must be charged to expense as incurred. Accordingly, internal research and development costs are
expensed as incurred. Third party research and development costs are expensed when the contract work has been
performed or as milestone results have been achieved as defined under the applicable agreement. Company—sponsored
research and development costs related to both present and future products are expensed in the period incurred.

Stock-Based Compensation

The Company records stock-based compensation in accordance with ASC Topic 718, “Compensation — Stock
Compensation.” ASC 718 requires companies to measure compensation cost for stock-based employee compensation
at fair value at the grant date and recognize the expense over the employee’s requisite service period. The Company
recognizes in the statement of operations the grant-date fair value of stock options and other equity-based
compensation issued to employees. The Company recognizes in the statement of operations the fair value at the
vesting date for stock options and other equity-based compensation issued to non-employees. There were no options
outstanding as of June 30, 2013.

Income Taxes

The Company accounts for income taxes in accordance with ASC Topic 740, “Income Taxes.” ASC 740 requires a
company to use the asset and liability method of accounting for income taxes, whereby deferred tax assets are
recognized for deductible temporary differences, and deferred tax liabilities are recognized for taxable temporary
differences. Temporary differences are the differences between the reported amounts of assets and liabilities and their
tax bases. Deferred tax assets are reduced by a valuation allowance when, in the opinion of management, it is more
likely than not that some portion, or all of, the deferred tax assets will not be realized. Deferred tax assets and
liabilities are adjusted for the effects of changes in tax laws and rates on the date of enactment.

18
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Under ASC 740, a tax position is recognized as a benefit only if it is “more likely than not” that the tax position would
be sustained in a tax examination, with a tax examination being presumed to occur. The amount recognized is the
largest amount of tax benefit that is greater than 50% likely of being realized on examination. For tax positions not
meeting the “more likely than not” test, no tax benefit is recorded. The adoption had no effect on the Company’s
consolidated financial statements.

Foreign Currency Translation

The accounts of the Company’s Chinese subsidiaries are maintained in the RMB and the accounts of the U.S. parent
company are maintained in the USD. The accounts of the Chinese subsidiaries are were translated into USD in
accordance with Accounting Standards Codification (“ASC”) Topic 830 “Foreign Currency Matters,” with the RMB as the
functional currency for the Chinese subsidiaries. According to Topic 830, all assets and liabilities were translated at

the exchange rate on the balance sheet date, stockholders’ equity is translated at historical rates and statement of
operations items are translated at the weighted average exchange rate for the period. The resulting translation

adjustments are reported under other comprehensive income in accordance with ASC Topic 220, “Comprehensive
Income.” Gains and losses resulting from the translations of foreign currency transactions and balances are reflected in
the statement of operations.

10
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BODISEN BIOTECH, INC. AND SUBSIDIARIES
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013
(UNAUDITED)

Foreign Currency Transactions and Comprehensive Income

Accounting principles generally require that recognized revenue, expenses, gains and losses be included in net
income. Certain statements, however, require entities to report specific changes in assets and liabilities, such as gain
or loss on foreign currency translation, as a separate component of the equity section of the balance sheet. Such items,
along with net income, are components of comprehensive income. The functional currency of the Company’s Chinese
subsidiaries is the Chinese Yuan Renminbi. Translation gains of $11,364,242 and $10,973,725 at June 30, 2013 and
December 31, 2012, respectively are classified as an item of other comprehensive income in the stockholders’ equity
section of the consolidated balance sheet. During the three and six months ended June 30, 2013 and 2012 other
comprehensive income in the consolidated statements of operations and other comprehensive income included
translation gains of $384,302 and $390,517 and $19,631 and $230,586, and unrealized gain (loss) on marketable
equity security of ($282,603) and ($70,651) and ($2,331,471) and $60,558, respectively. A detail of accumulated
other comprehensive income is summarized below:

Total
Other
Foreign Unrealized Comprehensive
Currency (loss) Income
Balance, December 31,
2012 $ 10,973,725 $ - $ 10,973,725
Adjustments 390,517 (70,651) 319,866

Balance, June 30,2013  $ 11,364,242 $ (70,651) $ 11,293,591
Basic and Diluted Earnings Per Share

Earnings per share is calculated in accordance with the ASC Topic 260, “Earnings Per Share.” Basic earnings per share
is based upon the weighted average number of common shares outstanding. Diluted earnings per share is based on the
assumption that all dilutive convertible shares and stock warrants were converted or exercised. Dilution is computed

by applying the treasury stock method. Under this method, warrants are assumed to be exercised at the beginning of

the period (or at the time of issuance, if later), and as if funds obtained thereby were used to purchase common stock

at the average market price during the period. There were no options as of June 30, 2013 and 2012 that were excluded
from the diluted loss per share calculation due to their exercise price being greater than the Company’s average stock
price for the year.

Statement of Cash Flows

In accordance with ASC Topic 230, “Statement of Cash Flows,” cash flows from the Company’s operations are
calculated based upon the local currencies using the average translation rates. As a result, amounts related to assets
and liabilities reported on the consolidated statements of cash flows will not necessarily agree with changes in the

corresponding balances on the consolidated balance sheets.

Segment Reporting

20
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ASC Topic 280, “Segment Report,” requires use of the “management approach” model for segment reporting. The
management approach model is based on the way a company’s management organizes segments within the company
for making operating decisions and assessing performance. ASC Topic 280 has no effect on the Company’s
consolidated financial statements as the Company consists of one reportable business segment. All revenue is from
customers in People’s Republic of China and all of the Company’s assets are located in People’s Republic of China.

11
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BODISEN BIOTECH, INC. AND SUBSIDIARIES
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013
(UNAUDITED)

Recent Accounting Pronouncements

In February 2013, the FASB issued ASU No. 2013-02, which amends the authoritative accounting guidance under
ASC Topic 220 “Comprehensive Income.” The amendments do not change the current requirements for reporting net
income or other comprehensive income in financial statements. However, the amendments require an entity to
provide information about the amounts reclassified out of accumulated other comprehensive income by component.

In addition, an entity is required to present, either on the face of the statement where net income is presented or in the
notes, significant amounts reclassified out of accumulated other comprehensive income by the respective line items of
net income but only if the amount reclassified is required under generally accepted accounting principles in the United
States of America (“GAAP”) to be reclassified to net income in its entirety in the same reporting period. For other
amounts that are not required under GAAP to be reclassified in their entirety to net income, an entity is required to
cross-reference to other disclosures required under GAAP that provide additional detail about those amounts. The
amendments in this update are effective prospectively for reporting periods beginning after December 15, 2013. Early
adoption is permitted. Adoption of this update is not expected to have a material effect on the Company’s consolidated
results of operations or financial condition.

As of June 30, 2013, there are no recently issued accounting standards not yet adopted that would have a material
effect on the Company’s financial statements.

Note 4 — Due From a Related Party

The Company had a receivable due from a related party. As of June 30, 3013 and December 31, 2012, the amount due
from a related party was $943,918 and $0, respectively. The amount due is unsecured, non-interest bearing and is
repayable on demand.

Note 5 — Inventory

Inventory at June 30, 2013 and December 31, 2012 consisted of the following:

December
June 30, 31,
2013 2012
Raw materials $ 416,328 $ 407,837
Packaging 86,879 85,343
Finished goods 1,003,436 1,673,812

$ 1,506,643 $ 2,166,992
Note 6 — Marketable Security
During 2008, the Company exchanged $3,291,264 of receivables for a 28.8% ownership interest in a Chinese
company, Shanxi Jiali Pharmaceutical Co. Ltd (“Jiali”). The Company had written down the value of this investment by

$987,860 at December 31, 2008. This investment was originally accounted for under the equity method and the
Company recorded equity income in this investment through September 30, 2009. During the fourth quarter of 2009,
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Jiali was purchased by China Pediatric Pharmaceuticals, Inc. (“China Pediatric™), a public company. After the
transaction, the Company owned 18.8% (or 2,018,590 shares) of China Pediatric. The Company then changed the
accounting method for the investment from the equity method to the fair value method. At the date of the change, the
investment was valued at $2,829,732. As of June 30, 2013 and December 31, 2012, the fair value of the investment is
$211,952 and $282,603, respectively, which is reflected in the consolidated balance sheet. The Company recognized
an unrealized gain (loss) of ($282,603) and ($2,331,471) and ($70,651) and $60,558 for the three and six months
ended June 30, 2013 and 2012, respectively, which is reflected in accumulated other comprehensive income in the
consolidated statement of stockholder’s equity. At December 31, 2012, the Company determined that the decline in
value of its investment in China Pediatric (a marketable equity security) was other-than-temporary resulting in the
cumulative unrealized loss on this marketable equity security totaling $2,774,742 being reclassified from accumulated
other comprehensive income to retained earnings.

12
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(UNAUDITED)
Note 7- Intangible Assets

Net intangible assets at June 30, 2013 and December 31, 2012 were as follows:

June 30, December 31,

2013 2012
Rightstouseland $ 5,613,681 $ 5,406,639
Fertilizers
proprietary
technology rights 1,294,400 1,268,000

6,908,081 6,674,639
Less accumulated
amortization (2,089,198) (1,897,660)
Intangibles, net $ 4,818,883 $ 4,776,979

The Company’s office and manufacturing site is located in Yang Ling Agricultural High-Tech Industries
Demonstration Zone in the province of Shaanxi, People’s Republic of China. The Company leases land under a real
estate contract with the Yang Ling Government of People’s Republic of China for a period from November 2001
through November 2051. In accordance with the People’s Republic of China’s Governmental regulations, the
Government owns all land.

During July 2003, the Company leased another parcel of land under a real estate contract with the Yang Ling
government of the People’s Republic of China for a period from July 2003 through June 2053.

The Company has recognized the amounts paid for the acquisition of rights to use land as intangible asset and
amortizing over a period of fifty years.

The Company acquired Fluid and Compound Fertilizers proprietary technology rights on January 1, 2001 with a life
ended December 31, 2011. The amortization of Fertilizers proprietary technology rights was over a period of ten years
and was amortized in full during 2011.

On July 15, 2008, the Company entered into a 50 year land rights agreement.

Amortization expense for the Company’s intangible assets amounted to $28,943 and $56,985 and $28,845 and $56,341
for the three and six months ended June 30, 2013 and 2012, respectively. Amortization of intangible assets for the
next five years are as follows:

Year End Amount
2013 57,554
2014 115,109
2015 115,109
2016 115,109
2017 115,109

24
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Thereafter

4,300,893
$ 4,818,883
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Note 8 — Bank Loan

During the quarter ended June 30, 2012, the Company obtained a bank loan for 9,000,000 RMB (approximately
$1,425,600). The loan bore a 9.84% annual interest rate, matured on May 27, 2013 and was secured by the Company’s
intangible assets in the nature of rights to use the land. The loan was repaid in full on its due date.

Note 9 — Stockholders Equity

Common stock

There was no stock based compensation incurred during the three and six months ended June 30, 2013.

Note 10 — Employee Welfare Plans

The Company has established its own employee welfare plan in accordance with Chinese law and regulations. The
Company makes annual contributions of 14% of all employees’ salaries to employee welfare plan. From January 1,
2007 onwards, no provision for employee welfare is allowed in accordance with the revised PRC regulations. The
total expense for the above plan were $0 for the three and six months ended June 30, 2013 and 2012. The Company
has recorded welfare payable of $0 at June 30, 2013 and December 31, 2012.

Note 11 — Statutory Common Welfare Fund

As stipulated by the Company Law of the People’s Republic of China (PRC), net income after taxation can only be
distributed as dividends after appropriation has been made for the following:

i. Making up cumulative prior years’ losses, if any;

ii. Allocations to the “Statutory surplus reserve” of at least 10% of income after tax, as
determined under PRC accounting rules and regulations, until the fund amounts to
50% of the Company’s registered capital;

iii. Allocations of 5-10% of income after tax, as determined under PRC accounting rules
and regulations, to the Company’s “Statutory common welfare fund”, which is
established for the purpose of providing employee facilities and other collective
benefits to the Company’s employees; and

iv. Allocations to the discretionary surplus reserve, if approved in the stockholders’
general meeting.

Pursuant to the new Corporate Law effective on January 1, 2006, there is now only one "Statutory surplus reserve"
requirement. The reserve is 10 percent of income after tax, not to exceed 50 percent of registered capital.
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The Company did not appropriate a reserve for the statutory surplus reserve and welfare fund for the three and six
months ended June 30, 2013 and 2012.

Note 12 — Factory Location and Lease Commitments

The Company’s principal executive offices are located in the Shaanxi province, People’s Republic of China. BBST
owns two factories, which includes three production lines, an office building, one warehouse, and two research labs
and, is located on 10,900 square meters of land. The Company leases its office premises under an operating lease

agreement that requires monthly rental payments of $3,152 and the leases expire in 2018.

Future minimum lease payments under operating leases are as follows, by years as of June 30, 2013:

Year End Amount
2013 18,912
2014 37,824
2015 37,824
2016 37,824
2017 37,824
2018 4,612

$ 174,820
14
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Note 13 — Current Vulnerability Due to Certain Concentrations

No vendor provided over 10% of the Company’s raw materials for the six months ended June 30, 2013 and two
vendors provided 17%, and 14% of the Company’s raw materials for the six months ended June 30, 2012.

Four customers accounted for 35%, 22%, 20% and 13% of the Company’s sales for the six months ended June 30,
2013. Two customers accounted for 30% and 14% of the Company’s sales for the six months ended June 30, 2012.

The Company’s operations are carried out in the PRC. Accordingly, the Company’s business, financial condition and
results of operations may be influenced by the political, economic and legal environments in the PRC, by the general
state of the PRC’s economy. The Company’s business may be influenced by changes in governmental policies with
respect to laws and regulations, anti-inflationary measures, currency conversion and remittance abroad, and rates and
methods of taxation, among other things.

Note 14 — Litigation

From time to time, the Company may become involved in various lawsuits and legal proceedings that arise in the
ordinary course of business. Litigation is, however, subject to inherent uncertainties, and an adverse result in these or
other matters may arise from time to time that may harm the Company’s business. The Company is currently not
aware of any such legal proceedings or claims that it believes would or could have, individually or in the aggregate, a
material adverse affect on the Company’s business, financial condition, results of operations or liquidity.

Note 15 — Chairman Financial Undertaking

On August 27, 2013, the Chairman of the Board issued an undertaking that he will give his every endeavor and effort
to obtain necessary and adequate funding and recovery of amount due from a related party to meet the Company’s
financial obligations as when they are required thereby warranting that the manufacturing operations of the Company
will not be affected. As of the date hereof no such funding has been needed by the Company. However, there can be
no assurance that the Chairman will be successful in this undertaking.

Note 16 — Subsequent Events
Pursuant to ASC 855-10, the Company has evaluated all events or transactions that occurred from July 1, 2013,

through the filing with the SEC. The Company did not have any material recognizable subsequent events during this
period.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSISOF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Forward Looking Statements

This Quarterly Report on Form 10-Q includes forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended (the
“Exchange Act”). We have based these forward-looking statements on our current expectations and projections about
future events. These forward-looking statements are subject to known and unknown risks, uncertainties and
assumptions about us that may cause our actual results, levels of activity, performance or achievements to be

materially different from any future results, levels of activity, performance or achievements expressed or implied by
such forward-looking statements. In some cases, you can identify forward-looking statements by terminology such as
“may,” “will,” “should,” “could,” “would,” “expect,” “plan,” anticipate,” believe,” estimate,” continue,” or the negative of sucl
other similar expressions. Factors that might cause or contribute to such a discrepancy include, but are not limited to,
those listed under the heading “Risk Factors” and those listed in our other SEC filings. The following discussion should
be read in conjunction with our Financial Statements and related notes thereto included elsewhere in this Quarterly
Report. Throughout this Quarterly Report we will refer to Bodisen Biotech, Inc., together with its subsidiaries, as

LR T3 LR T3

“Bodisen,” the “Company,” “we,” “us,” and “our.”
Overview

We are incorporated under the laws of the state of Delaware and our operating subsidiary, Yang Ling, is

headquartered in Shaanxi Province, the People’s Republic of China. We are engaged in developing, manufacturing and
selling organic fertilizers, liquid fertilizers, pesticides and insecticides in the People’s Republic of China and produce
numerous proprietary product lines, from pesticides to crop-specific fertilizers. We market and sell our products to
distributors throughout the People's Republic of China, and these distributors, in turn, sell our products to farmers. We
also conduct research and development to further improve existing products and develop new formulas and products.

Critical Accounting Policies and Estimates

Our financial statements and related public financial information are based on the application of accounting principles
generally accepted in the United States ("US GAAP"). US GAAP requires the use of estimates; assumptions,
judgments and subjective interpretations of accounting principles that have an impact on the assets, liabilities,
revenues and expenses amounts reported. These estimates can also affect supplemental information contained in our
external disclosures including information regarding contingencies, risk and financial condition. We believe our use of
estimates and underlying accounting assumptions adhere to GAAP and are consistently and conservatively applied.
We base our estimates on historical experience and on various other assumptions that we believe to be reasonable
under the circumstances. Actual results may differ materially from these estimates under different assumptions or
conditions. We continue to monitor significant estimates made during the preparation of our financial statements.

We believe the following is among the most critical accounting policies that impact our consolidated financial
statements. We suggest that our significant accounting policies, as described in our condensed consolidated financial
statements in the Summary of Significant Accounting Policies, be read in conjunction with this Management's
Discussion and Analysis of Financial Condition and Results of Operations.

Accounts receivable

We maintain reserves for potential credit losses on accounts receivable and record them primarily on a specific
identification basis. In order to establish reserves, we review the composition of accounts receivable and analyze
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historical bad debts, customer concentrations, customer credit worthiness, current economic trends and changes in
customer payment patterns to evaluate the adequacy of these reserves. This analysis and evaluation requires the use of
judgments and estimates. Because of the nature of the evaluation, certain judgments and estimates are subject to
change, which may require adjustments in future periods.
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Inventories

We value inventories at the lower of cost (determined on a weighted average basis) or market. When evaluating our
inventory, we compare the cost with the market value and make allowance to write them down to market value, if
lower. The determination of market value requires the use of estimates and judgment by our management.

Intangible assets

We evaluate intangible assets for impairment, at least on an annual basis and whenever events or changes in
circumstances indicate that the carrying value may not be recoverable from its estimated future cash flows. This
evaluation requires the use of judgments and estimates, in particular with respect to recoverability. Recoverability of
intangible assets, other long-lived assets and, goodwill is measured by comparing their net book value to the related
projected undiscounted cash flows from these assets, considering a number of factors including past operating results,
budgets, economic projections, market trends and product development cycles. If the net book value of the asset
exceeds the related undiscounted cash flows, the asset is considered impaired, and a second test is performed to
measure the amount of impairment loss.

Revenue Recognition

Our revenue recognition policies are in compliance with Staff accounting bulletin (SAB) 104. Because collection is
not reasonably assured, sales revenue is recognized using the cost recovery method. Under the cost recovery method,
no profit is recognized until cash payments exceed the cost of the goods sold.

Recent Accounting Pronouncements

In February 2013, the FASB issued ASU No. 2013-02, which amends the authoritative accounting guidance under
ASC Topic 220 “Comprehensive Income.” The amendments do not change the current requirements for reporting net
income or other comprehensive income in financial statements. However, the amendments require an entity to
provide information about the amounts reclassified out of accumulated other comprehensive income by component.

In addition, an entity is required to present, either on the face of the statement where net income is presented or in the
notes, significant amounts reclassified out of accumulated other comprehensive income by the respective line items of
net income but only if the amount reclassified is required under generally accepted accounting principles in the United
States (“GAAP”) to be reclassified to net income in its entirety in the same reporting period. For other amounts that are
not required under GAAP to be reclassified in their entirety to net income, an entity is required to cross-reference to
other disclosures required under GAAP that provide additional detail about those amounts. The amendments in this
update are effective prospectively for reporting periods beginning after December 15, 2013. Early adoption is
permitted. Adoption of this update is not expected to have a material effect on the Company’s consolidated results of
operations or financial condition.
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Three Months Ended June 30, 2013 as Compared to Three Months Ended June 30, 2012

Three Months Ended June
30, Change
2013 2012 $ %
Revenue $682,357 $1,428, 557 $(746,200 ) (52.2 )
Cost of revenue 473,786 1,138,190 (664,404 ) (584 )
Gross profit 208,571 290,367 (81,796 ) (282 )
Operating expenses
Selling expenses 6,737 47,973 (41,236 ) (86.0 )
General and administrative expenses 1,098,398 1,320,993 (222,595 ) (169 )
Total operating expenses 1,105,135 1,368,966 (263,831 ) (19.3 )
Loss from operations (896,564 ) (1,078,599) 182,035 (16.9 )
Non-operating income (expense):
Other income (expense) (405,519 ) (1,676 ) (403,843 ) 24,095.6
Interest income 77 385 (308 ) (80.0 )
Interest expense (20971 ) (5,278 ) (15,693 ) 2973
Total non-operating income(expense) (426,413 ) (6,569 ) (419,844 ) 6,391.3
Net loss $(1,322,977) $(1,085,168) $(237,809 ) 21.9

Revenue: We generated revenue of $682,357 for the three months ended June 30, 2013, a decrease of $746,200 or
52.2%, compared to $1,428,557 for the three months ended June 30, 2012. The decrease in revenue is primarily
attributable to the Company’s new products not receiving market acceptance by customers.

Gross Profit: We generated a gross profit of $208,571 for the three months ended June 30, 2013, a decrease of
$81,796 or 28.2%, compared to $290,367 for the three months ended June 30, 2012. Gross margin (gross profit as a
percentage of revenue), was 30.6% for the three months ended June 30, 2013, compared to 20.3% for the three months
ended June 30, 2012. The increase in the gross margin percentage was primarily attributable to the provision of
deferred revenue under the cost recovery method which is affected by the timing of collections of our accounts
receivable.

Selling Expenses: Aggregated selling expenses accounted for $6,737 of our operating expenses for the three months
ended June 30, 2013, a decrease of $41,236 or 86.0%, compared to $47,973 for the three months ended June 30,
2012. The decrease in our aggregated selling expense is primarily attributable to a decrease in advertising expenses.

General and Administrative Expenses: General and administrative expenses accounted for $1,098,398 of our
operating expenses for the three months ended June 30, 2013, a decrease of $222,595 or 16.9%, compared to
$1,320,993 for the three months ended June 30, 2012. The decrease is principally due to the increase in our bad debt
allowance of account receivable balance of approximately $650,000 and a decrease in research and development

32



Edgar Filing: BODISEN BIOTECH, INC - Form 10-Q

expenses of approximately $960,000 during the three months ended June 30, 2013 compared to the three months
ended June 30, 2012.

Non Operating Income and Expenses: We had total non-operating expenses of $426,413 for the three months ended
June 30, 2013, a change of $419,844 compared to $6,569 for the three months ended June 30, 2012. The change is
principally due to:

i. an increase in interest expense of $15,693 (due to inception of new loan in June
2012) during the three months ended June 30, 2013 compared to the three months
ended June 30, 2012.

ii. an increase in loss on disposal of property and equipment of approximately $415,000
during the three months ended June 30, 2013 compared to the three months ended
June 30, 2012.
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Net loss: We had a net loss of $1,322,977 for the three months ended June 30, 2013, a change of $237,809 compared
to $1,085,168 for the three months ended June 30, 2012. The change is due to reasons described above, principally
the decrease in revenue and increase in non-operating expense.

Six Months Ended June 30, 2013 as Compared to Six Months Ended June 30, 2012

Six Months Ended June
30, Change
2013 2012 $ %
Revenue $934,221 $2,509,523 $(1,575,302) (62.8 )
Cost of revenue 698,252 1,890,532 (1,192,280) (63.1 )
Gross profit 235,969 618,991 (383,022 ) (61.9 )
Operating expenses
Selling expenses 26,061 549,601 (523,540 ) (953 )
General and administrative expenses 1,597,978 2,139,602 (541,624 ) (253 )
Total operating expenses 1,624,039 2,689,203 (1,065,164) (39.6 )
Loss from operations (1,388,070) (2,070,212) 682,142 (33.0 )
Non-operating income (expense):
Other income (expense) (405,755 ) (2,288 ) (403,467 ) 17,634.0
Interest income 359 20,761 (20,402 ) (98.3 )
Interest expense (56,770 ) (16,589 ) (40,181 ) 2422
Total non-operating income(expense) (462,166 ) 1,884 (464,050 ) (24,631.1)
Net loss $(1,850,236) $(2,068,328) $218,092 (10.5 )

Revenue: We generated revenue of $934,221 for the six months ended June 30, 2013, a decrease of $1,575,302 or
62.8%, compared to $2,509,523 for the six months ended June 30, 2012. The decrease in revenue is primarily
attributable to the Company’s new products not receiving market acceptance by customers.

Gross Profit: We generated a gross profit of $235,969 for the six months ended June 30, 2013, a decrease of $383,022
or 61.9%, compared to $618,991 for the six months ended June 30, 2012. Gross margin (gross profit as a percentage
of revenue), was 25.3% for the six months ended June 30, 2013, compared to 24.7% for the six months ended June 30,
2012. The increase in the gross margin was primarily attributable to the provision of deferred revenue under the cost
recovery method which is affected by the timing of collections of our accounts receivable.

Selling Expenses: Aggregated selling expenses accounted for $26,061 of our operating expenses for the six months
ended June 30, 2013, a decrease of $523,540 or 95.3%, compared to $549,601 for the six months ended June 30,
2012. The decrease in our aggregated selling expense is primarily attributable to a decrease in advertising expenses.

General and Administrative Expenses: General and administrative expenses accounted for $1,597,978 of our
operating expenses for the six months ended June 30, 2013, a decrease of $541,624 or 25.3%, compared to $2,139,602
for the six months ended June 30, 2012. The decrease is principally due to the increase in our bad debt allowance of
account receivable balance of approximately $685,000 and a decrease in research and development expenses of
approximately$960,000 during the six months ended June 30, 2013 compared to the six months ended June 30, 2012.
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Non Operating Income and Expenses: We had total non-operating expenses of $462,166 for the six months ended
June 30, 2013, a change of $464,050 compared to income of $1,884 for the six months ended June 30, 2012. The
change is principally due to:

i. a decrease in interest income of $20,402 (due to full repayment of the note receivable
in January 2012) during the six months ended June 30, 2013 compared to the six
months ended June 30, 2012;
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ii. an increase in interest expense of $40,181 (due to inception of new loan in June
2012) during the six months ended June 30, 2013 compared to the six months ended
June 30, 2012.

iii. an increase in loss on disposal of property and equipment of approximately $415,000
during the six months ended June 30, 2013 compared to the six months ended June
30, 2012.

Net loss: We had a net loss of $1,850,236 for the six months ended June 30, 2013, a change of $218,092 compared to
$2,068,328 for the six months ended June 30, 2012. The change is due to reasons described above, principally the
decrease in revenue and increase in non-operating expense.

Liquidity and Capital Resources

We are primarily a parent holding company for the operations carried out by our operating subsidiary, Yang Ling,
which carries out its activities in the People’s Republic of China. Because of our holding company structure, our
ability to meet our cash requirements apart from our financing activities, including payment of dividends on our
common stock, if any, substantially depends upon the receipt of dividends from our subsidiaries, particularly Yang
Ling.

As of June 30, 2013, we had $149,230 of cash compared to $294,539 as of December 31, 2012.

Cash balance decreased to $145,309 as of June 30, 2013 as compared with $294,539 as of December 31, 2012 due to
repayment of bank loan and advance to a related party during the period. As of June 30, 2013, the Company therefore
maintained an inventory of finished goods of $1,003,436 in line with the Company’s budgeted sales for the first half of
2013. This has a negative impact on the cash balance. On March 19, 2013, the chairman issued an undertaking that
the chairman will give his every endeavor and best effort to obtain necessary and adequate funding to meet the
Company’s financial obligations as and when they are required thereby warranting that the manufacturing operations
of the Company will not be affected.

While we have funded our operations since inception from operations and through private placements of equity
securities and loans, there can be no assurance that adequate financing will continue to be available to us and, if
available, on terms that are favorable to us.

We believe that we will require additional financing to carry out our intended objectives during the next twelve
months. There can be no assurance, however, that such financing will be available or, if it is available, that we will be
able to structure such financing on terms acceptable to us and that it will be sufficient to fund our cash requirements
until we can reach a level of profitable operations and positive cash flows. If we are unable to obtain the financing
necessary to support our operations, we may be unable to continue as a going concern. We currently have no firm
commitments for any additional capital.

A downturn in the United States stock and debt markets could make it more difficult to obtain financing through the
issuance of equity or debt securities. Even if we are able to raise the funds required, it is possible that we could incur
unexpected costs and expenses, fail to collect significant amounts owed to us, or experience unexpected cash
requirements that would force us to seek alternative financing. Further, if we issue additional equity or debt securities,
stockholders may experience additional dilution or the new equity securities may have rights, preferences or privileges
senior to those of existing holders of our shares of common stock or the debt securities may cause us to be subject to
restrictive covenants. Even if we are able to raise the funds required, it is possible that we could incur unexpected
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costs and expenses, fail to collect significant amounts owed to us, or experience unexpected cash requirements that
would force us to seek additional financing. If additional financing is not available or is not available on acceptable
terms, we will have to curtail our operations.

Cash Flows

Operating: We received $474,834 of cash for operating activities for the six months ended June 30, 2013 compared to
cash used of $1,943,690 of cash used in operating activities for the six months ended June 30, 2012. The cash used in
operating consisted of a net loss of $1,850,236 offset by non cash expenses of depreciation and amortization of
$561,483, an increase in allowance for bad debts of $661,793, loss on disposal of equipment of $414,176 and due
from a related party of $934,584 and a decrease in accounts receivable of $1,272,326 and inventory of $698,490.
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Investing: Our investing activities for the six months ended June 30, 2013 provided cash of $817,020 representing
proceeds from sale of equipment $817,020 for the six months ended June 30, 2013, compared to cash provided by

investing activities of $1,409,507 for the six months ended June 30, 2012 representing the addition of property and
equipment from $15,994 and proceeds from a note receivable of $1,425,501 during this comparable period.

Financing. During the six months ended June 30, 2013, we used $1,441,800 in financing activities by repaying our
bank loan. During the six months ended June 30, 2012, we received and paid back $1,425,501 in bank loans.

Off-Balance Sheet Arrangements

We currently do not have any material off-balance sheet arrangements except for the remaining pre-payments under
the land-lease arrangement described above.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.
Not Applicable.

ITEM 4. CONTROLS AND PROCEDURES.

Evaluation of our Disclosure Controls

Disclosure Controls and Procedures

Evaluation of our Disclosure Controls

As of the end of the period covered by this Quarterly Report on Form 10-Q, our principal executive officer and
principal financial officer have evaluated the effectiveness of our “disclosure controls and procedures” (“Disclosure
Controls”). Disclosure Controls, as defined in Rule 13a-15(e) of the Securities Exchange Act of 1934, as amended (the
“Exchange Act”), are procedures that are designed with the objective of ensuring that information required to be
disclosed in our reports filed under the Exchange Act, such as this Quarterly Report, is recorded, processed,
summarized and reported within the time periods specified in the Securities and Exchange Commission’s rules and
forms. Disclosure Controls are also designed with the objective of ensuring that such information is accumulated and
communicated to our management, including our Chief Executive Officer and our Chief Financial Officer as
appropriate to allow timely decisions regarding required disclosure. Our management does not expect that our
Disclosure Controls will prevent all error and all fraud. A control system, no matter how well conceived and operated,
can provide only reasonable, not absolute, assurance that the objectives of the control system are met. Further, the
design of a control system must reflect the fact that there are resource constraints, and the benefits of controls must be
considered relative to their costs. Because of the inherent limitations in all control systems, no evaluation of controls
can provide absolute assurance that all control issues and instances of fraud, if any, within the company have been
detected. These inherent limitations include the realities that judgments in decision-making can be faulty, and that
breakdowns can occur because of simple error or mistake. The design of any system of controls also is based in part
upon certain assumptions about the likelihood of future events, and there can be no assurance that any design will
succeed in achieving its stated goals under all potential future conditions.

During management’s assessment of the effectiveness of disclosure controls and procedures as of June 30, 2013,
management identified deficiencies related to (i) the U.S. GAAP expertise of our internal accounting staff, (ii) a lack
of segregation of duties within accounting functions, (iii) our internal risk assessment functions, and (iv) our
communication functions.
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A material weakness (within the meaning of PCAOB Auditing Standard No. 5) is a deficiency, or a combination of
deficiencies, in internal control over financial reporting, such that there is a reasonable possibility that a material
misstatement of our annual or interim financial statements will not be prevented or detected on a timely basis.
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In order to correct the foregoing deficiencies, we have taken the following remediation measures:

Although our accounting staff is professional and experienced in accounting
requirements and procedures generally accepted in the PRC, management has
determined that they require additional training and assistance in U.S. GAAP
matters. Management has determined that our internal audit function is also
significantly deficient due to insufficient qualified resources to perform internal audit
functions. We retained an outside consulting firm in September 2006, which has
since been assisting us in the implementation of Section 404.

We have committed to the establishment of effective internal audit functions and
have instituted various anti-fraud control and financial and account management
policies and procedures to strengthen our internal controls over financial
reporting. Due to the scarcity of qualified candidates with extensive experience in
U.S. GAAP reporting and accounting in the region, we were not able to hire
sufficient internal audit resources before the end of June 2013. However, we will
increase our search for qualified candidates with assistance from recruiters and
through referrals.

Due to our size and nature, segregation of all conflicting duties may not always be
possible and may not be economically feasible. However, to the extent possible, we
will implement procedures to assure that the initiation of transactions, the custody of
assets and the recording of transactions will be performed by separate individuals.

As of the quarter ended June 30, 2013, we have not yet established an effective risk
assessment system that enables us to collect related information comprehensively
and systematically, assess risks in a timely, realistic manner, and take appropriate
measures to control risks effectively. The Company is working with its outside
consultant to devise an effective risk assessment system and our Chief Financial
Officer Junyan Tong is responsible for overseeing such measures.

As of the quarter ended June 30, 2013, we are working to strengthen efforts to
establish an effective communication system with clear procedures that will enable
us to collect, process and deliver information related to internal controls in a timely
fashion. Due to our limited staff, our Chief Financial Officer, Ms. Tong, will
initially be primarily responsible for collecting and delivering such information
among the different levels of Company management.

We believe that the foregoing steps will remediate the significant deficiency identified above, and we will continue to
monitor the effectiveness of these steps and make any changes that our management deems appropriate.

Notwithstanding the conclusion that our internal control over financial reporting was not effective as of the end of the
period covered by this report, the Chief Executive Officer and the Chief Financial Officer believe that the financial
statements and other information contained in this quarterly report present fairly, in all material respects, our business,
financial condition and results of operations. Nothing has come to the attention of management that causes them to
believe that any material inaccuracies or errors exist in our financial statements as of June 30, 2013.

Changes in Internal Control over Financial Reporting
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There were no changes in internal control over financial reporting (as defined in Rule 13a-15f under the Exchange
Act) that occurred during the quarter ended June 30, 2013 that have materially affected, or are reasonably likely to
materially affect, our internal control over financial reporting.

PART II - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS.

From time to time, we may become involved in various lawsuits and legal proceedings that arise in the ordinary
course of business. Litigation is, however, subject to inherent uncertainties, and an adverse result in these or other
matters may arise from time to time that may harm our business. We are currently not aware of any such legal
proceedings or claims that we believe would or could have, individually or in the aggregate, a material adverse affect
on our business, financial condition, results of operations or liquidity.
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ITEM 1A. RISK FACTORS.

Not Applicable.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.
None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES.

None.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable

ITEM 5. OTHER INFORMATION.

Not applicable.

ITEM 6. EXHIBITS.

Copies of the following documents are included as exhibits to this report pursuant to Item 601 of Regulation S-K.

Exhibit No. Exhibit Description

O8]

1.1 Certification of Principal Executive Officer pursuant to Rule 13a-14 and Rule
15d-14(a). promulgated under the Securities and Exchange Act of 1934, as

amended.

o8}
[—
(Vo]

Certification of Principal Financial Officer pursuant to Rule 13a-14 and Rule 15d
14(a). promulgated under the Securities and Exchange Act of 1934. as amended.

o8]
—

. Certification pursuant to 18 U.S.C. Section 1350. as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002.

o8]
[\

. Certification pursuant to 18 U.S.C. Section 1350. as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002.

101.INS XBRL Instance Document*

101.SCH  XBRL Taxonimy Extension Schema Document*

101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document*
101.DEF  XBRL Taxonomy Extension Definition Linkbase Document*
101.LAB  XBRL Taxonomy Extension Label Linkbase Document*
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101.PRE = XBRL Taxonomy Extension Presentation Linkbase Document*

* Pursuant to Rule 406T of Regulation S-T, the interactive data files on Exhibit 101 hereto are deemed not filed or
part of a registration statement or prospectus for purposes of Sections 11 or 12 of the Securities Act of 1933, as
amended, are deemed not filed for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, and

otherwise are not subject to liability under those sections.
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SIGNATURES

In accordance with the requirements of the Exchange Act, the registrant caused this report to be signed on its behalf
by the undersigned, thereunto duly authorized.

BODISEN BIOTECH, INC.

Dated: September 11, 2013 /s/ Lin Wang
Lin Wang
Chief Executive Officer and
President
(principal executive officer)

Dated: September 11, 2013 /s/ Junyan Tong
Junyan Tong
Chief Financial Officer
(principal financial officer and
accounting officer )
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