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UPFRONT
Concept to reality. First Venture expects that initial commercial sales of its proprietary 
yeast, to be used for the 2008 wine harvest season, will be recorded in its current fi scal 
year ending August 31, 2008.

RECOMMENDATION
eResearch Target Price is confi rmed at $2.50. Our Recommendation remains a Speculative 
Buy, suitable for risk-tolerant investors. 

COMPANY PROFILE
First Venture Technologies Corp. (“First Venture” or the “Company”) is a functional food 
science company that is developing new strains of yeast for beverages and food that reduce 
the presence of Ethyl Carbamate – a naturally occurring carcinogen. See our Initiating Report 
(February 1, 2007) and follow-up reports and commentaries at www.eresearch.ca.

HIGHLIGHTS
► Initial sales of its proprietary yeast forecast for fi scal 2008. 
► Recently received Gov’t of Canada $1.7 million grant from Atlantic Innovation Fund.
► Acquisition of Phycobiologics Inc. (“PBI”) adds important new talent, with proven 

experience at bringing new biological health products to market. 
► Added bonus from the acquisition is PBI’s technologies and product pipeline that 

will provide additional future revenue sources.
► Company is proceeding with developing its own yeast manufacturing facility in 

PEI, but also has an agreement with an established yeast producer for commercial 
production of Company’s urea-degrading yeasts.

►  Successful commercialization of the proprietary yeast product could make First 
Venture a takeover target. 

► Company has yet to record any revenues, and is a speculative investment.
► Liquidity of the shares remains relatively low. 
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INVESTMENT CONSIDERATIONS

Sales Profi le

• So what might the seasonality of the Company’s sales look like, given the seasonal profi le 
of the winemaking business? Clearly we would expect the bulk of ongoing wine yeast 
sales to be concentrated in the summer months, in preparation for the autumn winemaking 
season. However, there are a number of offsetting factors that provide for sales potential at 
other times of the year, thus helping diversify cash fl ow generation: (1) Sales to wineries 
in the south hemisphere occur in the opposite seasons, thereby boosting sales in the winter 
months, (2) Yeast sales to distilleries for the production of spirits occur year-round and, (3) 
Sales of concentrated juice for wine/spirits are non-seasonal and provide potential year-round 
sales.  

• First Venture has developed and is commercializing a proprietary yeast technology that 
substantially reduces the formation of Ethyl Carbamate, a known carcinogen that occurs 
naturally during the fermentation process in many widely consumed beverages and foods 
such as wine, sake, distilled and fortifi ed spirits, bread, and soy sauce. 

• First Venture holds the license (20 years) to the exclusive worldwide rights to the technology, 
which it acquired from UBC. 

• First Venture has fi led an international PCT (Patent Cooperation Treaty) patent application 
related to its urea degrading yeast technology. In addition, 16 national jurisdictional patent 
applications have also been fi led by UBC on behalf of First Venture.  One of these national 
patents, for South Africa, was granted in 2007.

• The global yeast market for wine and distilled spirits is estimated at 28 million kilograms per 
year, with a potential estimated value of $2.5 billion. Future markets to be considered include 
the beer yeast market (29 million kg) and the baker’s yeast market (2,500 million kg). The 
global yeast market is growing on the back of increasing demand for natural ingredients in 
processed foods and beverages.

• If/when the Ethyl Carbamate carcinogen in fermented beverages and food becomes a higher 
profi le health concern, the proven technology First Venture has developed will likely become 
highly sought after. 

COMMENT:  In the opinion of eResearch, it is possible that this yeast technology could become 
the industry standard and, therefore, be in high demand from the global yeast manufacturers. First 
Venture could become an acquisition target?

• More stringent regulatory limits placed on Ethyl Carbamate levels in beverages and food, 
or the requirement for product labelling could lead to greater demand for First Venture’s 
yeast technology. 

• Food regulators in Canada currently have limitations on maximum levels of the carcinogen 
in certain beverages and food. Voluntary limits currently exist in the U.S., as a result of 
agreements between the wine and distilled spirits industries, and the U.S. regulators.  Further 
regulations in the U.S. are anticipated, pending work done by the U.S. National Toxicology 
Program, and by the World Health Organization. No restriction on limits currently exist in 
Europe. However, European food and health regulators, such as the European Food Safety 
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Authority in 2006, have launched a study on the risks to human health related to the presence 
of Ethyl Carbamate in foods and beverages.

• In 2007 the World Health Organization’s International Agency for Research on Cancer 
(“IARC”) re-classifi ed Ethyl Carbamate to a Group 2A (probably carcinogenic in humans) 
carcinogen from its previous 2B (possible carcinogen) classifi cation.  This conclusion was 
reached after evaluation by 26 experts from 15 countries. 

COMMENT: To be assessed for Group 1 status as a known human carcinogen would require 
deliberate testing on humans – unethical!

COMMENT:  In October 2006 the Liquor Control Board of Ontario (LCBO), the largest single 
purchaser of alcoholic beverages in the world, recalled a number of wine/sherry products following 
testing that showed they exceeded legally allowable levels of Ethyl Carbamate. Since that incident, 
producers of the recalled products, which include some of the largest producers in the world, have 
expressed interest in trialing and/or are now using the Company’s yeasts.
 

• Although there has always been signifi cant human consumption of Ethyl Carbamate from 
foods and beverages throughout history, unlike many other chemical contaminants, Ethyl 
Carbamate can be virtually eliminated by First Venture’s platform technology. The  issue then 
becomes what would be the attitude of U.S. litigators and / or U.S. wine industry insurance 
companies if wine producers knowingly refused to use this new Ethyl Carbamate reducing 
yeast technology.  First Venture’s yeast technology potentially provides both a food product 
contaminant “cure” and a business “risk insurance” for which signifi cant product liability 
precedent exists in the food and beverage manufacturing industries.  Analogous business 
case precedents may be: (a) benezene in the soft drinks industry; and (b) acrylamide in the 
snack foods industry.

• Concerns about First Venture’s yeast being a genetically modifi ed organism (“GMO”) are 
unfounded, in our opinion. (GMO is an organism whose genetic material has been altered 
using techniques in genetics generally known as recombinant DNA technology, which 
enables scientists to combine DNA molecules from different sources into one molecule 
in a test tube.)  The Company’s functionally improved yeasts are non-transgenic, have no 
foreign DNA added, and are considered to be self-cloned according to all defi nitions by 
major international and government food and health regulators.  

• Results from numerous recent wine-making trials with commercial wine producers, in North 
and South America, showed no material differences in wine quality or production processes 
from using First Venture’s yeast, as compared to the parent commercial yeast. Effi cacy 
performance came in as expected, as well.  Based on the collective wine production volume 
of these initial trial users, their potential commercial yeast usage alone could exceed 100,000 
kilograms annually.
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INVESTMENT CONCLUSIONS

• eResearch expects substantial appreciation in the value of First Venture’s principal asset, 
which is its exclusive license to commercialize its new Ethyl Carbamate reducing yeast 
technology and, therefore, its stock market value. 

• The key investment uncertainty is the timing of when greater value will be attributed to the 
technology and, therefore, to First Venture’s market capitalization. We believe that momentum 
is building with respect to the global awareness of Ethyl Carbamate and its health risks, as 
evidenced by the recent developments discussed in this report. 

• eResearch believes that, in the next 12 months, the market will attribute signifi cantly greater 
value to First Venture’s proprietary yeast technology, as First Venture provides a solution to 
a problem that is in the early and increasing stages of market awareness.

• Initial yeast sales are expected late in fi scal 2008, and should give the stock a boost. Given 
the limited trading liquidity, the stock price movement could be considerable.  

• Consequently, the eResearch 12 month Target Price is unchanged at $2.50. 

• We believe the risk profi le will decline following evidence of meaningful revenue generation 
from a diversifi ed customer base but, at present, the stock is recommended for risk-tolerant 
investors. 

 

CORPORATE PRIORITIES 

The key priorities for management include the following:

• Securing a suffi cient inventory of yeast to meet customer demand.

• Securing its own yeast production and research facilities.

• Hiring key personnel with the necessary technical and business expertise to see the product 
through the development stage and into full production and sales. 

• Expanding the number of yeast strains to be available in the product sales line. 

• Developing new technologies to expand its intellectual properties portfolio as the Company 
considers future projects of interest.
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RECENT DEVELOPMENTS 

December 18, 2007 – First Venture Appoints New President
Geoff Lee, a co-founder of First Venture, was appointed to the position of President. Working with 
senior management, Mr. Lee has played a key role in developing the business, but as the Company 
expands its team, Mr. Lee will focus on investor relations, communication and corporate fi nance. 
Mr. Howard Louie, former company President, will continue in the positions of Chief Executive 
Offi cer and Chairman focusing on corporate growth strategy, business development and corporate 
fi nance.

December 5, 2007 -  First Venture Reports Final Results from Commercial Product 
Trials in South America
First Venture has released the fi nal analysis of the results from its commercial product trials of 
its urea-degrading wine yeast in Chile. In July 2007, the Company reported that it had achieved 
ethyl carbamate reductions ranging as high as 76%-92% in wines made with its proprietary yeasts, 
compared with control yeasts.

First Venture reported that there were no sensory (taste and smell) or fermentation performance 
differences between wines made with its urea-degrading yeast and the control yeasts. 

COMMENT:  These results were as expected, and were consistent with results from North American 
commercial trials. Chile is an important wine producing region, one of the top ten globally. The 
next important regions are Europe and Australia.

October 1, 2007 -  First Venture Completes Set-up of California Fermentation 
Laboratory
This fully equipped and staffed fermentation laboratory will enable the company to provide its 
customers with full and comprehensive technical and analytical support in the trials and use of its 
yeast products, as well as further product development. Personnel are capable of scalable bench-
top fermentations of wine, sake, and other fermented beverages, and can also produce pilot-size 
quantities of the company’s proprietary yeasts in wet form. This new technical and production 
capability enables First Venture to be a more fully-integrated yeast product and service provider 
to the wine industry.

September 18, 2007 - First Venture Announces Acquisition of PhycoBiologics Inc.
First Venture announced it has entered into an agreement to acquire PhycoBiologics Inc. The 
acquisition provides First Venture with a team of highly experienced business and technical 
professionals able to help accelerate the commercialization of First Venture’s urea-degrading yeast 
products. The PhycoBiologics team is developing single cell micro-organisms dedicated to large 
commercial biological products. An example is cost-effective technology to better deliver vaccines 
and nutrients to animals. 

In effect, the transaction is First Venture hiring highly qualifi ed individuals with experience in 
scaling up production and multi-million dollar marketing of single-cell organisms into the food 
and health care markets on a global scale.

The acquisition also provides some potential upside from proprietary technology and other products 
that are in the pipeline at PhycoBiologics. The co-founder and CEO of PhycoBiologics is Gerri 
Greenham, former CEO of Cobequid Life Sciences, which became a world leader in animal health 
vaccines.  Cobequid was a former TSE listed public company that was purchased by Novartis.



First Venture Technologies Corp.  Update Report

7January 24, 2008

Financing is manageable for First Venture, consisting of two million escrow shares of First Venture 
in exchange for 100% of PhycoBiologics. First Venture shares are expected to be issued as follows: 
200,000 shares at closing, and the remainder to be issued over three years upon the achievement of  
certain milestones related to funding received by PhycoBiologics. There is no cash payment. 

COMMENT:  We view this transaction favourably for First Venture, as it expands its management 
capabilities with an experienced and skilled team that should help accelerate the commercialization 
of First Venture’s yeast products. Potential upside from PhycoBoligics’ product pipeline is an added 
bonus.

August 2, 2007 – First Venture Enters Agreement with Commercial Yeast Producer

First Venture announced it has reached an agreement with a (non-disclosed) North American specialty 
yeast producer, allowing for the near-term commercial production of First Venture’s urea-degrading 
yeasts. This agreement will enable the build up of inventory prior to First Venture’s initial sale.

COMMENT:  We view this announcement as a positive step as the Company moves towards 
commercialization and receiving its initial purchase order. As discussed elsewhere in this report, we 
had anticipated the Company would arrange contract manufacturing with a third party producer 
in advance of completion of its own production facility.

BUSINESS STRATEGY

The Company’s business strategy is to make commercially available its proprietary yeast products 
wherever the Ethyl Carbamate problem exists in the fermented food and beverage industries. In 
addition, First Venture aims to provide or facilitate improved and inexpensive testing protocols and 
sample analysis to provide easier and more accurate testing for Ethyl Carbamate.

A.  Potential Business Development Options:

• Independent Production: Complete independent product development and manufacturing, 
whereby First Venture incurs all the cost and risk associated with building/acquiring a 
commercial yeast manufacturing facility and distributing the product. Aligning with a 
fi nancial investor could provide the necessary capital.  The Company has received a pre-
feasibility study to assess the costs, logistics and economics of building its own production 
facility.  Early indications are that in various regions of Canada, there may be up to 75% 
funding available though a combination of low or no interest loans and government grants. 
The main downside is the development period until full production.

• Contract Manufacturing: An agreement has recently been reached with a specialty yeast 
manufacturer to produce the new yeast strain in their facilities. This scenario minimizes 
costs associated with obtaining a manufacturing facility and distributing the product, and 
accelerates the production process and building of inventory. This agreement to produce 
yeast is for wet yeast and, although it may be suitable for a small segment of the market, the 
Company is still working towards securing a long term supplier of active dry yeast for its 
main commercial sales efforts. For the past two years, the Company has produced limited 
runs of yeast for trial purposes under contact with one of the three yeast companies listed 
below. The Company is in various stages of discussions with each of these global yeast 
producers for future production contracts, and/or strategic partnerships.  Although sales 
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may accrue through the trials program this season, they are not expected to produce large 
or positive cash fl ow through this year’s trials.

• Sub-licensing: The yeast technology could be sublicensed to a third party for a fee. This 
provides the benefi t of accelerating the time to market, provides a stable revenue source and 
eliminates development costs associated with building and operating the Company’s own 
yeast manufacturing facility and distribution network. Although this approach would likely 
reduce not only the risk but also the returns related to commercialization of the product, it 
would be expected to increase the stability and predictability of futures revenues.

- It is  important to note that sublicensing opportunities may include manufacturing, 
joint development and royalty sharing from the functional enhancement of major yeast 
companies’ inventory of yeast products which may add signifi cant strategic advantage 
and protection to the yeast company due to the ability to attach intellectual property 
rights to their otherwise homogeneous products.

- Sub-licensing may also extend to large well established technical yeast distributors 
independent of the large yeast companies.  The Company has been approached by and 
is in discussion with several such prominent distributors in this regard.

• Takeover: A third party could make an offer to acquire the entire Company, which would 
effectively provide the acquirer with the exclusive license to complete the development and 
commercialization of the new yeast technology.  eResearch believes potential suitors could 
include:

- Yeast manufacturing companies, the largest of which are AB Mauri (Australia), 
Lesaffre (France), Daniel Mills & Sons, formerly held by DSM Group (Netherlands) 
and Lallemand of Quebec (Canada).

- Major wine producers, distillers, or bakers, which serve as the end users of the yeast 
product.

- Agricultural companies and other leading food agribusiness groups that would be 
interested in expanding into the yeast business with a distinct competitive advantage. 
(i.e. ADM / Lesaffre, Associated British Foods)

- Financial investors that are looking for innovative approaches to developing long-term 
revenue streams. 

COMMENT:  In the opinion of eResearch, independent production is the favoured scenario, but 
given the longer development period, interim supply could be provided under contract with an 
existing yeast producer. 

We questioned management on the ability of a third-party manufacturer to acquire and use First 
Venture’s proprietary yeasts for their own benefi t. Apparently, this could occur, but a DNA test 
would identify that the yeast and wine have urea-degrading characteristics known only to First 
Venture’s proprietary yeast strains. No doubt, First Venture would aggressively pursue legal action 
and (potentially) patent infringement litigation, causing much embarrassment to the third party 
producer.
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B. Uncertainties 

In the opinion of eResearch, there are several major uncertainties that will have a signifi cant impact 
on the intrinsic value of First Venture’s principal asset: its proprietary yeast products. Consumer 
awareness surrounding the carcinogenic nature of Ethyl Carbamate in wine, distilled spirits, and 
other yeast-based products is relatively low. If and when this changes, the need for a viable and 
cost-effective solution to reduce high levels of Ethyl Carbamate could be expected to become a 
high priority among yeast manufacturers, wine producers, distillers, and potentially other yeast-
based food manufacturers. 

The following factors could increase public awareness of the Ethyl Carbamate concern:

1. A major national or international health regulatory body introduces stringent legislation 
pertaining to permitted levels of Ethyl Carbamate in certain beverages (and potentially food), 
and a requirement for Ethyl Carbamate labelling, or

2. High profi le media coverage and consumer reaction related to Ethyl Carbamate in certain 
beverages (and potentially food), that leads to either class action lawsuits and/or legislation 
related to permitted Ethyl Carbamate levels or required labelling. Ethyl Carbamate is 
on   California’s Proposition 65 list of carcinogenic elements, which is closely monitored 
by U.S. litigators.   As well more recently, in 2007, the World Health Organization’s 
International Agency for Research on Cancer re-classifi ed Ethyl Carbamate to a Group 2A 
(probably carcinogenic in humans) carcinogen from is previous 2B (possible carcinogen) 
classifi cation.  

Under either scenario, the search for viable alternatives or methods to reduce Ethyl Carbamate 
could create signifi cant value for First Venture’s yeast technology.
  

COMMENT: In order to maximize the value of First Venture’s asset, one of the two above scenarios 
will likely have to materialize. There have been several events and announcements leading in this 
direction, but the timing remains the greatest uncertainty. 

Ideally for First Venture and the wine industry, the Company’s yeast products will be widely available 
when/if these scenarios play out, and First Venture will have the manufacturing capability to provide 
suffi cient inventory to meet increased demand from the wineries and distilleries.  

Alternate Scenarios

1. The potential disruption to the wine industry (and potential economic consequences) as a 
result of a public health pronouncement concerning the dangers associated with consuming 
excessive levels of Ethyl Carbamate could be politically unpalatable (would nervous 
consumers meaningfully reduce wine consumption levels and devastate the wine industry?). 
Consequently, the potential for political backlash could outweigh the human health concern, 
such that this carcinogen fails to become a focus in the media. As a result, the Ethyl Carbamate 
concern may never receive the attention it deserves, unless of course class action lawsuits 
become prevalent.  

2. Ethyl Carbamate is among numerous chemical contaminants and carcinogens that currently 
exist in the food and beverage industry, many of which are higher profi le (e.g. mercury, lead 
etc). It is possible, though unlikely in eResearch’s view, that Ethyl Carbamate never becomes 
a high profi le health concern in major wine consuming markets. 
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STRENGTHS AND CHALLENGES

Strengths

• Huge global market for wine and distilled spirits’ yeast. Securing a small percentage of this 
market could have signifi cant impact for First Venture’s cash fl ow. 

• First Venture benefi ts from a “fi rst mover” advantage, as there are presently no known 
competitors with similar product or technological alternative. 

• Access to highly-regarded sources of knowledge and experience: (a) the scientifi c and 
technical team at the Company, now including the experienced biotechnology team from 
Phycobiologics; (b) the University of California at Davis; (c)  the PEI Food Technology 
Centre; (d) The Richardson Centre for Functional Foods and Nutraceuticals, Manitoba; and 
(e) one of the world’s most-advanced and best-equipped wine research facilities at UBC’s 
Wine Research Centre.

• An international Patent Cooperation Treaty (PCT) patent application on this urea-degrading 
yeast technology has been fi led by UBC. In addition, national jurisdictional patent fi lings 
have now been made in 16 countries covering an estimated 80% of the world’s wine and 
alcohol consumption and production.  One of these countries – South Africa in 2007 – has 
now granted a patent.

• First Venture can offer what is currently the most economically viable and advanced solution 
to reduce or virtually eliminate Ethyl Carbamate levels in wine and fortifi ed spirits.

• First Venture management has several strategic options including producing the product 
independently, contract manufacturing, sublicensing the technology, or being acquired. 
eResearch believes that independent production offers the maximum value creation for 
shareholders.

• The Company’s process of removing Ethyl Carbamate from wine has been found to have 
no material impact on the fl avour, smell or colour of the fi nal product or on the existing 
production process, and effi cacy performance also has been as expected.

• First Venture has the license to apply this new yeast strain to other fermented food and 
beverage products, where Ethyl Carbamate is a concern (bread and baked goods, distilled 
spirits, beer). 

• Relatively short time horizon for a biotech investment. The yeast technology has been 
under development by First Venture/UBC for the past fi ve years and is expected to 
be ready for commercial sale very soon. There are no clinical trials required prior to 
commercialization.

Challenges   

• First Venture share trading is fairly illiquid, but is improving as the Company is beginning 
to allocate increasing resources to gain greater investor awareness. 

• It is likely that First Venture will require additional funding in order to complete the 
development of the product. Among other considerations, this will depend on the level of 
capital spending required to develop a yeast manufacturing facility, and the number of new 
hires as the Company expands its development team. 

• Current commercial trials may prove to be ineffective for certain wine producers (for 
example if the starting juice has a low nitrogen content or the wines are not exposed to high 
temperature during shipping/storage), or that the new yeasts have a meaningful impact on 
fl avour, smell or colour that reduce the attractiveness of the yeast product. To date, quality 
has not been meaningfully impacted. 

• If a major national health regulator takes aggressive actions on Ethyl Carbamate, the impact 
could be a major disruption to the wine and distilled spirits industry, which could negatively 
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impact all industry participants, and result in signifi cant political fallout. Thus, it is possible 
that political interference could overshadow public safety concern, and that Ethyl Carbamate 
fails to become a high-profi le health concern. As such, the Company’s asset may never realize 
its full potential value. 

• There are numerous chemical contaminants that are considered carcinogens in the daily 
consumption of food and beverages. Many of these are considerably higher priority than 
Ethyl Carbamate in the view of health regulators globally. However, the World Heath 
Organization’s IARC reclassifying Ethyl Carbamate as a Group 2A chemical (probable 
carcinogen in humans) is a positive development (previously only a Group 2B possible 
carcinogen).

• Small quantities of Ethyl Carbamate in certain yeast-based beverages and food may not 
warrant change from certain existing yeast products.

FINANCIAL REVIEW AND OUTLOOK

Revenue/Profi t: First Venture is a development stage company and has yet to generate operating 
revenue from its proprietary yeast products. eResearch expects that initial revenues will be recorded 
late in fi scal 2008, but more substantial sales are likely in fi scal 2009. Until the Company has 
completed its own manufacturing facility, initial inventory build up will be provided by a third-
party yeast manufacturer under contract.  

Cash: The Company had a cash position of $3.6 million at the end of fi scal 2007, but cash is closer 
to $3.0 million at present.     

Burn Rate: First Venture’s general and administrative expenses (i.e., the “burn”, which includes all 
non-discretionary expenses, such as research, salaries, rent, offi ce operating expense, professional 
fees, and shareholder costs, etc.) were $1.5 million in fi scal 2007, equivalent to $122,000 per month. 
This has increased from a monthly average of $86,000 in fi scal 2006.  The increase refl ects greater 
spending on pre-commercial marketing initiatives, next-generation product development and higher 
consultants’ fees. Following the PBI acquisition and the expanded management team, eResearch 
forecasts that the monthly burn will be closer to $168,000 in fi scal 2008. 

Capex: First Venture’s capital expenditures have been relatively modest to date, at only $36,353 
for fi scal 2007, and relate primarily to past license and patent costs. Going forward, this is expected 
to change given the Company’s requirement for a manufacturing facility, as it moves towards 
commercial production. A pre-feasibility study was conducted by Canbiotech Consultants Inc. to 
examine the establishment of a commercial active dry-yeast manufacturing facility in Canada. While 
the study is confi dential, eResearch estimates the capital costs of a manufacturing facility would 
be in the range of $9 million to $11 million, although a signifi cant portion of this would likely be 
offset by government fi nancial assistance.

Financing: We expect the Company will have to raise additional funds to fi nance the development 
of a manufacturing facility and equipment. As mentioned above, only a portion of the total cost 
would likely be fi nanced by First Venture. 
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Warrants/Options: The Company has the following warrants and options outstanding: 

 
Note: As of fi scal year ended August 31, 2007

Capital Structure:  First Venture has 19,663,668 shares outstanding which, at current share prices, 
derives a market capitalization of $18.7 million. This compares with book equity value of $4.0 
million. As a development stage company, the balance sheet is relatively clean with no outstanding 
debt. 

Off Balance Sheet Commitments:   The principal off balance sheet commitments relate to a service 
agreement the Company has with UBC, in which First Venture has contracted UBC to conduct 
additional product development pertaining to its licensed yeast strain. The First Venture future 
commitments are outlined below. In addition, under the License Agreement with UBC, the Company 
has committed to the following minimum annual royalty payments. An annual maintenance fee of 
$1,000 is also payable to UBC. 

1.  Options:

Exercise Price Number Expiry Date Comments Potential Equity
Options:

$0.36 805,000               Nov 2008 In-the-Money $289,800
$0.64 25,000                  Oct 2010 In-the-Money $16,000
$0.85 50,000                  Feb 2011 In-the-Money $42,500
$0.86 395,000                Mar 2011 In-the-Money $339,700
$1.05 500,000                Sept 2011 In-the-Money $525,000
$1.15 75,000                  May 2011 In-the-Money $86,250
$1.17 225,000                Mar 2012 In-the-Money $263,250
$1.40 150,000                Apr 2012 Out-of-the-Money $210,000
$1.46 30,000                  Aug 2012 Out-of-the-Money $43,800
$1.55 45,000                  Jun 2012 Out-of-the-Money $69,750

Total 2,300,000            $1,886,050

2. Warrants

Exercise Price Number Expiry Date Comments Potential Equity
Warrants:

$0.95 302,500               Nov 2008 In-the-Money $287,375
$1.25 1,721,000            Nov 2008 In-the-Money $2,151,250

Total 2,023,500            $2,438,625

Note: The entries in italics are within our 12-month forecast period, and total:
2,828,500 additional shares, and potential new equity of: $2,728,425

Research Minimum Maintenance Total
Fiscal Year Royalty

2008 $43,330 $0 $1,000 $44,330
2009 $0 $10,000 $1,000 $11,000
2010 $0 $15,000 $1,000 $16,000
2011 $0 $40,000 $1,000 $41,000
2012 $0 $40,000 $1,000 $41,000

$43,330 $105,000 $5,000 $153,330
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COMMENT: We view these commitments as fair in recognition of the benefi ts First Venture derives 
from the agreements. Financially, these commitments should be manageable for First Venture given 
its cash position, and given that UBC’s research costs have declined sharply compared to recent 
years.

          Year Ending August 31:
Statement of Income/(Loss): 2004 2005 2006 2007 2008E
Revenue 0 0 0 0 250,000
     Cost of Sales % 25%
 Cost of sales 0 0 0 0 (62,500)
 Research (239,727) (370,070) (301,235) (425,824) (500,000)
 Consulting (186,546) (323,014) (466,525) (640,627) (1,000,000)
 Other Administrative Costs (225,649) (213,627) (405,566) (701,658) (800,000)
Total Expenses (651,922) (906,711) (1,173,326) (1,768,109) (2,362,500)
Operating Income (651,922) (906,711) (1,173,326) (1,768,109) (2,112,500)
Amortization (1,429) (3,349) (3,358) (4,406) (5,000)
EBIT (653,351) (910,060) (1,176,684) (1,772,515) (2,117,500)
Interest Income + Other 15,510 12,659 40,710 69,493 50,000
EBT (637,841) (897,401) (1,135,974) (1,703,022) (2,067,500)
Future Income Taxes (Payable)/Recovery 0 0 0 0 0
Net Income/(Loss) (637,841) (897,401) (1,135,974) (1,703,022) (2,067,500)

Total Shares Outstanding 8,423,068 10,534,568 14,865,168 19,463,668 24,958,835
Weighted Average Shares Outstanding 7,424,595 9,546,646 14,101,726 17,164,418 22,211,251
Earnings (Loss) Per Share ($0.09) ($0.09) ($0.08) ($0.10) ($0.09)

Statement of Cash Flow:
Net Income (Loss) (637,841) (897,401) (1,135,974) (1,703,022) (2,067,500)
All Non-Cash Items 57,809 53,094 145,108 298,454 300,000
Cash Flow from Operations (580,032) (844,307) (990,866) (1,404,568) (1,767,500)
Cash Flow Per Share ($0.10) ($0.09) ($0.07) ($0.08) ($0.17)
Capital Expenditures (1) (168,674) (24,802) (33,687) (36,353) (2,000,000)
Free Cash Flow (748,706) (869,109) (1,024,553) (1,440,921) (3,767,500)
Working Capital Changes 66,675 89,258 (154,607) (64,620) (382,898)
Equity Financing 965,645 858,970 2,126,735 3,554,210 4,270,000
Debt Financing/Capital Leases 0 0 0 0 0
Change in Cash 283,614 79,119 947,575 2,048,669 119,602

Cash, Beginning of the Period 263,581 547,195 626,314 1,573,889 3,622,558
Cash, End of the Period 547,195 626,314 1,573,889 3,622,558 3,742,160

       As at August 31
Balance Sheet: 2004 2005 2006 2007 2008E
Cash 547,195 626,314 1,573,889 3,622,558 3,742,160
Accounts Receivable 12,187 18,746 38,564 57,928 70,000
Prepaid Expenses 23,325 12,997 47,256 102,428 120,000
Total Current Assets 582,707 658,057 1,659,709 3,782,914 3,932,160
Capital Assets 6,466 10,735 13,533 34,046 2,034,046
License and Patent Costs 261,467 278,651 306,182 317,615 500,000
Total Assets 850,640 947,443 1,979,424 4,134,575 6,466,206

Current Liabilities 75,994 161,483 60,953 70,869 200,000
Shareholders' Equity 774,646 785,960 1,918,471 4,063,706 6,266,206
Total Liabilities & Equity 850,640 947,443 1,979,424 4,134,575 6,466,206

Book Value (S.E.) Per Share $0.09 $0.07 $0.13 $0.21 $0.25

Financial Statements:  
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 APPENDIX 1:  ETHYL CARBAMATE 

Also known at Urethane, Ethyl Carbamate occurs as a colourless, odourless columnar crystal or a 
white, granular powder. It has long been recognized as a naturally occurring potential carcinogen 
in wine and other fermented products. Ethyl Carbamate has also been used as a co-solvent for 
pesticides and fumigants, as an intermediate in organic synthesis, in the making of amino resins, 
as a solubilizer, as an intermediate in pharmaceuticals, and as an anti-neoplastic agent. 

In the fermentation process, yeast is used to convert grape juice into wine. Arginine, one of the 
most abundant amino acids in grape juice, is taken up by yeast as a nutrient and metabolized to 
produce urea. Urea then accumulates in the yeast cell until it reaches a critical concentration, at 
which point it is released into the wine. Urea spontaneously reacts with the alcohol in the wine to 
form Urethane (Ethyl Carbamate). The chemical reaction between urea and ethanol is exponentially 
accelerated at elevated temperatures. Consequently, the shipping and storage temperatures are 
important considerations. 

 serve as an Ethyl Carbamate precursor. Lactic acid bacteria can also be a source of citrulline under 
winemaking conditions. 

COMMENT: However, the key reaction for Ethyl Carbamate formation in wine is between 
urea and ethanol(1). While there are several factors that contribute to the formation of Ethyl 
Carbamate, importantly the First Venture yeast solution addresses this key reaction between urea 
and ethanol.
 
In addition to the previously discussed studies by WHO’s IARC and Queens University, the following 
Ethyl Carbamate developments are of interest:
 
• In February 2007 the World Health Organization’s International Agency for Research on 

Cancer (“IARC”) re-classifi ed Ethyl Carbamate to a Group 2A (probably carcinogenic in 
humans) carcinogen from is previous 2B (possible carcinogen) classifi cation.  This conclusion 
was reached after evaluation by 26 experts from 15 countries.

• In the fall of 2006 the European Food Safety Agency issued a request-for-data for the risk 
assessment of Ethyl Carbamate and cyanide in foods and beverages, particularly alcoholic 
beverages.

• In February 2005, the Joint FAO/WHO(2) Expert Committee on Food Additives (JECFA) 
concluded that Ethyl Carbamate is genotoxic (a chemical compound capable of causing 
genetic mutation and the development of tumors) and is a multisite carcinogen in all animal 
species tested, and is considered to be a potential carcinogen in humans.  Furthermore, 
from a worldwide call-of-data, JECFA reported that Ethyl Carbamate intake from food and 
alcoholic beverages combined is of concern and therefore mitigation measures to reduce 
concentrations of Ethyl Carbamate in some alcoholic beverages should continue.  

• U.S. National Toxicology Program (National Institute of Health 2004) released a long-term 
study stating “clear evidence” of carcinogenicity of urethane in internal organs such as the 
liver, ovary, uterus, mammary glands and skin of lab animals tested.

• In 2001, Ethyl Carbamate is placed on the California Proposition 65 list of carcinogenic 
elements and chemicals known to the State of California to cause cancer, birth defects, or 
other reproductive harm.  Other Proposition 65 items that have the publics attention include 
acrylamide found in snack foods, and benzene found in soft drinks, each of which forms in 
a similar way to that of Ethyl Carbamate in wine products.
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• The United Kingdom’s Food Standard Agency, in a 2000 Survey on Ethyl Carbamate, 
recommended that levels of EC in various food items (alcoholic beverages and bread) be 
“reduced to the lowest technologically achievable”.

• The U.S. FDA , and the U.S. Environmental Protection Agency “(EPA”) each monitors 
the use of Ethyl Carbamate / Urethane in the United States, but there is no formal limits in 
place.  Under FDA guidance urethane has been withdrawn from the market as a food and 
drug additive because it was found to be unsafe.

COMMENT: eResearch continues to question when the U.S. FDA will impose regulations/
limitations on permitted levels of Ethyl Carbamate in U.S. food and beverages. The introduction of 
limits similar to those established for the Canadian market by Health Canada could have serious 
implications for the wine industry and for First Venture.

• Concern fi rst arose in Canada in 1985 when a survey found elevated levels of Ethyl Carbamate 
in certain alcoholic beverages. Health Canada has provided no evidence and does not indicate 
that the allowable consumption levels set for regulation by the Liquor Control Board of 
Ontario (LCBO) have been proven to be safe.  Despite this lack of evidence, Health Canada 
has since introduced the following limits for Ethyl Carbamate in certain fermented alcoholic 
beverages:

 Content  Beverage
 30ppb   Table wines
 100ppb   Fortifi ed wines
 150ppb   Distilled spirits
 400ppb   Fruit brandies and liqueurs
 200ppb   Sake
 Source: Health Canada
 ppb = Parts Per Billion

See the Health Canada guidelines: http://www.hc-sc.gc.ca/fn-an/securit/chem-chim/contaminants-
guidelines-directives_e.html#guidelines. Ethyl Carbamate is also known to be present in yeast-based 
products such as beer, bread, soy sauce and yogurt. 

(1) US Food and Drug Administration  -  Ethyl Carbamate Preventative Action Manual
(2) Food & Agriculture Organization of the United Nations (FAO) / World Health Organization 
(WHO)

Canada is known to have some of the most stringent food safety standards in the world. The Liquor 
Control Board of Ontario (the largest purchaser of wines and spirits in the world) recalled several 
products in October 2006 due to Ethyl Carbamate levels in excess of the allowable limits. This 
recall was widely reported in the Ontario media. In other jurisdictions where such limits are not 
mandated, these product recalls most likely would not have occurred, and the products would have 
been consumed.

COMMENT:  Consequently, we believe that there is momentum building that will increase the global 
awareness of Ethyl Carbamate and its health risks. Furthermore, there is a potential application 
for First Venture’s yeast technology beyond the wine and liquor industry, where the Company is 
initially focusing its efforts. The daily human consumption of other yeast-based products that contain 
Ethyl Carbamate is considerably higher (e.g. bread, yogurt), and is therefore also likely to be of 
concern. However, Ethyl Carbamate parts per billion in these foods and beverages is considered 
to be signifi cantly lower compared to certain spirits and wines.   
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APPENDIX 2:  MANAGEMENT AND DIRECTORS 

Howard Louie - Chief Executive Offi cer & Chairman
Howard Louie, a co-founder of the Company, has served as a founder, director and/or offi cer in 
leading the management team of several public companies over the past 20 years. At the executive 
management level, he has been involved in the process of restructuring and advising both private and 
public companies regarding mergers and acquisitions, capital and investment fi nancing, international 
business development, as well as joint venture and market penetration strategies.

Geoffrey Lee, M.B.A. – President & Chief Financial Offi cer
Geoff Lee, a co-founder of First Venture Capital Corporation, has served in leading management 
positions with several private and public companies. His business initiatives have involved 
concept development, product creation, investment analysis and business development, operations 
management and implementation, and the internationalization of commercial services and 
technologies.

David Allard, LL.B., B.C.L. - Director
David Allard joined the Company’s Board of Directors in January 2001. David is a partner in the 
Corporate/Commercial, Securities and Technology Law Groups at the law fi rm Lawson, Lundell. 
Prior to this, he practiced for two years with a large international law fi rm in London, England.

Ron Paton, LL.B. - Director
Ron Paton practices business law in association with the Vancouver law fi rm, Maitland & Company 
in representing both public and private company clients. He received his law degree from UBC 
(LL.B. 1988) and was called to the British Columbia bar in 1989. He has served as an offi cer and 
director of several public and private companies and has experienced the challenges and opportunities 
presented in the early stages of development and commercialization.

Fabio Banducci, M.B.A., CFA - Director
Fabio Banducci is President of Peer1 Networks Enterprises, Inc. (TSXV: PIX).  Previously Mr. 
Banducci spent 12 years with Haywood Securities Inc. where he served as a Director and head of 
the fi rm’s Corporate Finance department.  He is a CFA charterholder and a member of the Vancouver 
Society of Financial Analysts.  Mr. Banducci is a wine enthusiast and vineyard owner.

Maurice Boucher - Manager, Corporate Finance
Maurice Boucher has more than 20 years experience in the fi nancial community, most of which has 
been concentrated in the equity funding and fi nancial market development of early-stage technology 
companies. At First Venture, Mr. Boucher works with senior management to develop and implement 
a long-term capital markets plan designed to ensure the effi cient funding of the Company’s growth 
and the maximization of shareholder value.

Arthur Caputi - Advisory Board
Art Caputi is a highly regarded and well-respected member of the wine industry worldwide. Since 
the age of 15, he has grown up in the wine business with over 50 years of experience extending 
to senior management levels with E. & J. Gallo Winery, including leading research and technical 
services at one of the world’s largest wine businesses. Mr. Caputi, a former President of the American 
Society of Enology and Viticulture, is one of the world’s leading wine industry experts on Ethyl 
Carbamate.
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Gerri Greenham – Advisory Board
Gerri Greenham a successful entrepreneur in the biotechnology fi eld, was co-founder, President 
and CEO of Cobequid Life Sciences. Cobequid was an early-stage pre-revenue aquaculture health 
vaccine business spun-out from Connaught Laboratories Ltd., which under Mr. Greenham’s 
leadership became a world-leader in animal health vaccines. He took this company from a research 
and development stage to global scale commercial production. This endeavour included setting 
up production and distribution internationally in a highly regulated global industry; and achieved 
multi-million dollar sales. The company, listed on the Toronto Stock Exchange, was acquired by 
Swiss pharma-giant Novartis Life Sciences in 2000.  Mr. Greenham is a recipient of a Canada Export 
Award from International Trade Canada, which recognizes successful Canadian individuals and 
companies that export and market their products and services to markets around the world.

Issa Nakhleh – Acting Controller
Issa Nakhleh joined First Venture March 2007 as Director of Business Development. Mr. Nakhleh is a 
seasoned professional with over twenty years of business development and fi nance and administration 
experience in several high technology companies in Canada, the USA and the UK. He was most 
recently the Chief Strategy Offi cer for TIR Systems Ltd. where he was instrumental in establishing 
strategic alliances, customer relationships, supply agreements and systems implementation. He is 
experienced in guiding both start-up and established technology companies from initial venture 
fi nancing through to commercialization.
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NOTES
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ANALYST CERTIFICATION

Each Research Analyst who was involved in the preparation of this Research Report hereby certifies that: 
(1) the views, opinions, and recommendations expressed in this Research Report refl ect accurately the Research 
Analyst’s personal views concerning any and all securities and issuers that are discussed herein and are the subject 
matter of this Research Report; and (2) the fees, earnings, or compensation, in any form, payable to the Research 
Analyst, is not and will not, directly or indirectly, be related to the specifi c views, opinions, and recommendations 
expressed by the Research Analyst in this Research Report.

eResearch analyst on this report:  Bob Weir, B. Comm, B.Sc., CFA. Bob Weir has 40 years of investment research 
and analytical experience in both the equity and fi xed-income sectors, and in the commercial real estate industry. He 
was at Dominion Bond Rating Service (DBRS) from 1994 to 2001, latterly as Executive Vice-President responsible 
for conducting the day-to-day management affairs of the company. He joined eResearch in 2004.
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Strong Buy: Expected total return within the next 12 months is at least 40%. 

Buy: Expected total return within the next 12 months is between 10% and 40%.

Speculative Buy: Expected total return within the next 12 months is substantial, but Risk is High  (see below).

Hold: Expected total return within the next 12 months is between 0% and 10%.

Sell: Expected total return within the next 12 months is negative.

eResearch Risk Rating System 
A company may have some, but not necessarily all, of the following characteristics of a specifi c risk rating to qualify for that rating:

High Risk: Financial - Little or no revenue and earnings, limited fi nancial history, weak balance sheet, negative free cash fl ows, 
poor working capital solvency, no dividends.
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structure, industry consolidating, business model/technology unproven or out-of-date.
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Low Risk: Financial - Strong revenue growth and earnings over several years, stronger than average balance sheet, strong positive 
free cash fl ows, above average working capital solvency, company may pay (and stock may yield) substantial dividends 
or company may actively buy back stock.

 Operational - Dominant player in its market, below average cost structure, company may be a consolidator, company 
may have a leading market/technology position.
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