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INNOVENTE INC. 
 

 

.

Price (March 24, 2011) $0.80 
 

52-Week Range (Listed Dec. 2, 2010) $1.25-$0.78 
 

Shares O/S  24.0 million 
 

Market Cap $19.2 million 
 

Average Daily Volume 8,100 
 

Fiscal Year-End April 30 
 

Symbol TSX-V: IGE 
 

Website www. innovente.ca 
 

 

Financial Data 
 

Twelve Months Ending: Apr 30 Apr 30 Oct 31

($000s) 2009 2010 2010

Tax Credits 

    & Government Grants 131 1,120 1,300

R & D Costs (118) (965) (1,141)

Admin. Expenses (94) (280) (450)

Net Income (81) (125) (291)

Cash 123 189 1,408

Total Long Term Debt 67 728 1,006

Shareholders' Equity (328) (233) (393)

Total Capital (261) 495 613

Total Debt/Total Capital -26% 147% 164%

Total Assets 469 926 2,796
 

 
eResearch Analysts: Bill Campbell, B. Comm. 

 Bob Weir, B.Sc., B.Comm., CFA 

 

Note: Report was prepared with public information only. 
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Toronto, ON    M5H 3V5 
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Source: www.bigcharts.com  
 

 

PROFILE 
 

Innovente Inc., which was incorporated in 2004 and 

went public in late 2010, is a Quebec-based company 

which markets a process (the SHOC™ process) which 

turns organic waste into biomass with a high calorific 

value. The Company recently completed a 4,600 square 

meter facility (a BEFOR plant) to produce biomass 

pellets, and purchased a 5MW cogeneration plant, to be 

relocated to Quebec, to generate electricity using the 

biomass pellets. This cogen plant is expected to be on 

stream and producing electricity for Hydro-Quebec, 

under a 25-year supply contract, by December 1, 2012. 

 

CORPORATE INFORMATION 
 

Innovente Inc. 

116, rue Sainte-Pierre, Suite 100, 

Quebec, QC,  G1K 4A7 

Telephone: 418-692-1011 

Website: www.innovente.ca 
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INVESTMENT CONSIDERATIONS 
  

Strengths 
 Innovente has exclusive marketing rights to the SHOC™ Process to produce biomass pellets from dried 

organic waste. The Company is close to completing a 4,600 square meter BEFORplant to produce 

biomass pellets. 

 Innovente also has a 25-year Electricity Supply Contract with Hydro-Quebec to supply 4.6 MW annually 

from a recently-purchased cogeneration plant that will generate power from the biomass pellets. 

Electricity delivery is expected in late 2012 or early 2013. 

 Innovente hopes to build and operate at least ten BEFOR plants, some with cogeneration facilities, over 

the next ten years.   
 

Challenges 
 A key challenge for the Company will be to arrange financing for future facilities (approximately $7.5 

million for a BEFOR plant and $17 million for a co-generation plant. 

 As a start-up situation, the Company may require periodic financings until it becomes profitable, which 

could take a few years. 

 The Company has a small management team, and the loss of any key individual could negatively impact 

the operation. 

 As a small emerging technology company, it may be faced with competition from larger, financially 

stronger companies. 

 Innovente has a short history as a public company. The stock is closely held and the share float is small. 

Average daily volume since the stock began trading on the TSX Venture exchange is 8,100 shares. 
 

PROCESS 
 

Acronyms:  
(1) SHOC:  [le séchage et l’hygiénisation par oxydation contrôlée]; English translation: Drying and 

Sanitizing of Controlled Oxidation 

(2) BEFOR: BioEnergy From Organic Residues 

 

Innovente has exclusive marketing rights to the SHOC™ process which it received through a license 

agreement from IRDA (Institut de Recherche et Developpement en Agroenvironnement), a Quebec non-profit 

research corporation which developed it. As shown in the accompanying diagram, The process is an 

innovative drying method which uses heat produced by microorganisms for bio-drying organic waste.  
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The process uses a number of different types of organic waste such as manure, agricultural sludge, forest 

residues, municipal sludge, pulp and paper sludge, and crop waste. In its initial stage, the carefully-controlled 

bio-drying process reduces the moisture content of the material from about 65% to 50%. The final drying 

process reduces the moisture content to approximately 15%. The dried organic waste is turned into biomass 

pellets which are sold under the name BEFOR. These pellets have a high calorific value and can be used for 

the production of either electrical or steam energy. The Company estimates that the SHOC™ process uses 

only about one-sixth of the energy used in conventional fossil fuel-based drying techniques, thus providing its 

process with a significant competitive advantage. 

 

Over the next ten years, the Company plans to build ten BEFOR plants (estimated cost of a BEFOR plant is 

$7-$8 million) at locations close to supplies of organic waste to reduce transportation costs to bring the 

material to its facilities. Each plant, which will be roughly 4,600 square meters in size, will process 

approximately 50,000 tonnes of organic waste per annum. This will produce approximately 25,000 tonnes of 

BEFOR pellets.  

 

Where possible, the Company hopes to build cogeneration plants (estimated average cost is $17 million) on 

the same sites to generate additional revenue from the sale of electricity 

 

The Company’s three potential sources of revenue are: 

(1) Revenue from the reception of organic waste. This would be at a small discount to the Tipping Fee which 

customers would have to pay at a landfill site or other disposal location. 

(2) Revenue from the sale of BEFOR pellets.   

(3)  Revenue from the sale of electricity or steam from cogeneration plants when they are built. 

Initially, the Company plans to build facilities at appropriate locations in Quebec. Another potential market is 

Ontario, which hopes to attract plants producing electricity from biomass. The Company estimates that there 

could be a potential market for 345 plants in Canada. Over the longer term, it expects to develop an 

international marketing strategy.  

 

 

CONSTRUCTION COSTS 
 

The Company estimates that total expenditures to build its first BEFOR plant will be $7.5 million. This 

includes ongoing R & D, and corporate costs and salaries. It expects to receive approximately $5.4 million of 

financial aid from three government agencies for the plant. Two private companies have agreed to provide 

$0.6 million and Innovente expects to fund its $1.5 million share of the costs from the sale of products 

generated in late 2011 and in 2012.  

 

The Company had cash of approximately $1.4 million at the end of October 2010, and recently raised $4.2 

million through its IPO, (see details below).  
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RECENT DEVELOPMENTS 
 

The Company closed its IPO on November 25, 2010 for a total of 4,953,972 units at a unit price of $0.85 for 

proceeds of $4,210,876. Each unit consisted of one common share plus one common share warrant entitling 

the holder to purchase one common share for $1.25 for 36 months from the closing date. The shares began 

trading on the TSX Venture Exchange on December 2, 2010. 

 

The Company has begun installation of production equipment at its BEFOR pellet plant and expects to have 

the first of five production lines installed by the end of fiscal 2011 (April 30).   

 

In February 2011, for approximately $10 million, Innovente acquired a 5MW cogeneration plant in 

Newfoundland and is relocating it to Quebec. The acquisition not only enhances the probability of the 

Company achieving its stated goal of starting electricity production in late 2012, but also provides the 

Company with cost savings of about $7 million, since the estimated cost of a new plant is approximately $17 

million. 

 

FINANCIALS 
 

The Company is at an early development stage and, thus, has not yet generated any revenues. To date its 

income has consisted of government grants, tax credits, and interest income, which is usually more than offset 

by expenses leading to net losses. The following tables show results for the second quarter of fiscal 2011 and 

for the first half of the current fiscal year. The Company’s year-end is April 30. 

 

(1) Q2/F2011 versus Q2/F2010 

For Q2/F2011, the Company incurred a loss of $35,247, or $0.03 per share, compared with a loss of $1,481, 

or $0.01 per share, for the same period in fiscal 2010. This reflected the impact of substantially higher 

administrative expenses and an 8% increase in R&D costs, both related to implementation of the SHOC™ 

process. These costs exceeded the 22% increase in government grants and tax credits received in the latest 

quarter. 

 

Table 1: Q2/F2011 versus Q2/F2010 
 

($000s) Q2/F2011 Q2/F2010 Change

Expenses

Administrative 96.7 28.6 238%

R & D 331.5 307.8 8%

Interest 24.2 1.9      nmf

Amortization 3.3 4.0 -18%

Total 455.7 342.3 33%

Gov't grants & tax cr. 415.5 340.5 22%

Operating income (40.2) (1.8)      nmf

Other income 4.9 0.3      nmf

Net income (35.3) (1.5)      nmf  

* nmf = not meaningful 
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6Mo/F2011 Versus 6Mo/F2010 
 

For the first half of fiscal 2011, Innovente incurred a loss of $159,725, or $0.16 per share, compared with net 

income of $7,059, or $0.01 per share, for the first six months of fiscal 2010. This loss in the latest quarter 

reflected substantial increases in administrative expenses and R&D costs in the latest period related to 

implementation of the SHOC™ process. These expenses exceeded the 36% increase in government grants 

and tax credits received in the latest half. The small positive income in the first half of fiscal 2010 (last year) 

resulted from government grants and tax credits exceeding expenses in that period.   

 

Table 2: 6Mo/F2011 Versus 6Mo/F2010 
 

6 Months 6 Months

($000s) F2011 F2010 Change

Expenses

Administrative 185.8 50.6 267%

R & D 611.6 435.8 40%

Interest 45.8 3.7       nmf

Amortization 6.9 7.2 -4%

Total 850.1 497.3 71%

Gov't grants & tax credits 682.5 503.0 36%

Operating income (167.6) 5.7      nmf

Other income 7.9 1.3      nmf

Net income (159.7) 7.0      nmf  
 
* nmf = not meaningful 

 

 

MANAGEMENT AND DIRECTORS 
 

1. MANAGEMENT 

 
Richard Painchaud: President & CEO, and founder of Innovente, and previously President of Alex 

Environnement from 2001 to 2004. Mr. Painchaud has more than 25 years of 

experience in research and development work, with particular emphasis on developing 

and marketing technologies in the energy and environmental sectors. 

Pierre Massicotte: Chief Financial Officer since February 2010, and previously employed by Industrial 

Alliance Insurance and Financial Services Inc. 

Jean-Felix Houle: Chief Operations Officer since June 2009, and previously with IRDA a non-profit 

research corporation. 

Denis Potvin: Chief Development & Environment Officer since June 2009, and previously vp 

products and environment at Conporec Inc. 

Mario Jacob: Secretary since July 2010, was President Maximus Capital Inc.  

 

2. DIRECTORS 
 

Yves Filion, Richard Painchaud, Mario Jacob, Denis M. Sirois, Christian Rousseau 
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eResearch Analysts:  
Bill Campbell, B. Comm. 

Bob Weir, B.Sc., B.Comm., CFA 

 
Analyst Affirmation:  I, Bill Campbell, and I, Bob Weir, hereby state that, at the time of issuance of this 

research report, I do not own, directly or indirectly, any shares of Innovente Inc. 

 

 

NOTE: eResearch reports on Innovente Inc. and other companies are available FREE on our website at 

www.eresearch.ca .You must REGISTER to gain access to these reports. 

 
 

eResearch Corporation 
eResearch was established in 2000 as Canada's first equity issuer-sponsored research organization. Our 

various research packages allow corporate management to choose the form of research coverage that best 

meets their company’s needs. We are a primary source for professional investment research, focused 

primarily on small- and mid-cap companies. Our research and analysis is of institutional quality, and has the 

potential to reach millions of global investors through our extensive electronic distribution network. 

 

 

StockPotentials  Reports 
 

eResearch Disclaimer: The eResearch StockPotentials  reports are written on companies that eResearch 

believes have interesting prospects, are smaller in size and, therefore, have little or no following on the Street, and 

which would benefit from the exposure that eResearch can provide through the dissemination of the reports via our 

extensive electronic distribution network. 

 

eResearch wrote this report from publicly-available information. Neither a Target Price nor a Recommendation 

concerning the shares of the Company is provided. 

 

eResearch does not receive a fee for the preparation and publication of StockPotentials  reports, and 

Innovente Inc. did not pay eResearch a fee for the preparation and publication of this report. 

 


